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counts:
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North America = 76,623
Europe, Middle East, Africa (EMEA) = 18,465
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qualifying candidates, and enforces adherence to the (ISC)² Code
of Ethics.
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Connect with (ISC)²
Website: www.isc2.org
Facebook: https://www.facebook.com/isc2fb
Twitter: @ISC2
LinkedIn: www.linkedin.com/company/isc2

MESSAGE FROM THE (ISC)2 CHIEF EXECUTIVE OFFICER

As the recognized international leader in the field of information security
education and certifications, (ISC)² has an obligation to its membership and
to the industry. We view this obligation in the form of opportunities for
improvement to maintain higher standards and to provide timely delivery
of value-added services.
During my first year as CEO in 2015, I had the opportunity to travel
the world and meet professionals in various stages of their career paths.
Throughout my travels, I emphasized an important factor: No matter
where you are in your career, certification is just the beginning. Whether
you passed one of our credential exams a year ago or 10 years ago, we
strive to deliver ongoing educational opportunities that keep our members current and equip them with
tools to help them throughout their careers.
One such tool is the CISSP credential that is recognized as the standard certification for the information
security industry. In 2015, we saw our vision to inspire a safe and secure cyber world get closer to becoming a reality as our global force of CISSPs grew to 100,000. While we recognize this as a milestone
achievement, we also look toward the future with our entire portfolio of credentials that encompass a
holistic, programmatic approach to cyber, information, software and infrastructure security.
Throughout the 26-year history of (ISC)², it has been a priority to address the needs of our membership.
One of our key strategic goals for 2015 was to drive membership value. We worked to achieve this goal
by providing the processes, tools and technologies to enhance the members’ experience, to improve productivity, knowledge sharing and satisfaction. Going forward, we will continue our work to help secure
information and to deliver value.
We are committed to maintaining the integrity of our credentialing processes and upholding our fiduciary responsibilities. We also believe in the importance of providing our members and constituents with a
clear, accurate picture of the organization. Thus, the 2015 Annual Report not only provides an overview
of the work that we do around the world, it includes our audited financial statements.
On behalf of the (ISC)² Board of Directors and staff, I present the 2015 Annual Report.
With sincere regards,

David P. Shearer
CEO
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OUR HISTORY

Formed in 1989, (ISC)² is the largest not-for-profit
membership body of certified cyber, information,
software and infrastructure security professionals
worldwide. The International Information System Security Certification Consortium, Inc. was
established to address the need for a standardized
information security curriculum. In response to
industry needs, (ISC)² has adapted from a singular
focus to encompass education, collaboration, and
allegiance to the security profession.
(ISC)² advances its vision to inspire a safe and
secure cyber world with programs and services
that transcend industry standards. With a focus to
provide solutions that will have a positive impact
on the security industry as a whole, (ISC)² has
expanded from a handful of passionate volunteers
to a professional staff and a suite of credentials
with 110,000 members in more than 160 countries.
(ISC)² credentials are part of a holistic, programmatic approach to information security. There is a
portfolio of (ISC)² credentials appropriate for the
entire security team comprised of information security professionals, software security professionals, IT practitioners, authorization professionals
and those specializing in healthcare, forensics and
cloud security.

(ISC)² advances its vision to inspire
a safe and secure cyber world with
programs and services that transcend
industry standards.

As the acknowledged leader for gold standard
credentials and world class programs, (ISC)²’s
reputation is built on trust, integrity, and professionalism.
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2015 HIGHLIGHTS—(ISC)² YEAR IN REVIEW

Credential Updates

Global Workforce Study

Maintaining the relevancy of (ISC)² credentials
amidst the changes in technology and the evolving threat landscape is a core strategy upon which
(ISC)² was built. As a result of a rigorous, methodical process that (ISC)² follows to routinely update
its credential exams, enhancements were made to
both CISSP and the Systems Security Certified
Practitioner (SSCP®) credentials. We conduct this
process on a regular basis to ensure that the examinations and subsequent training and continuing
professional education requirements are relevant to
the roles and responsibilities of today’s practicing
security professionals.

Around the same time that
(ISC)² introduced the CCSP,
we also released the results
of the biannual (ISC)²
Global Information Security
Workforce Study (GISWS),
conducted by Frost & Sullivan, in partnership with
Booz Allen Hamilton, Cyber 360 Solutions, NRI,
and the (ISC)² Foundation. Since 2004, the (ISC)²
GISWS has tracked trends in security management, spending and staffing to reveal corporate
and societal preparedness for this digital age. As
the largest, and only work of its kind, the 2015
GISWS provides a comprehensive view of opportunities and challenges as seen through the eyes of
nearly 14,000 practicing professionals.
Under Embargo Until 12:01 a.m. Eastern Time, April 16, 2015

A Frost & Sullivan White Paper

A Frost & Sullivan Market Study in Partnership with:

Michael Suby,VP of Research
Frank Dickson, Research Director
Information & Network Security

A

Cloud Security
Cloud computing has emerged as a critical area
that requires further security considerations.
With more organizations leveraging cloud-based
infrastructure, software and services, information
security has become increasingly complex. In
response to the critical market need, (ISC)² joined
with Cloud Security Alliance (CSA) to develop
an international cloud security certification. The
Certified Cloud Security Professional (CCSP)
credential was developed to ensure that cloud security professionals have the required knowledge,
skill, and abilities to audit, assess and secure cloud
infrastructure. Combining the collective experience and research of both organizations, the CCSP
establishes a new benchmark for advanced cloud
security knowledge and competency.

W O M A N - O W N E D

B U S I N E S S

Referenced by governments and organizations
around the world, the study aims to provide a
clear understanding of pay scales, skills gaps,
training requirements, corporate hiring practices,
security budgets, career progression and corporate
attitudes. The United Kingdom Cabinet Office
referenced the GISWS in their review of the
national cybersecurity spending commitments and
the strategy in a speech delivered by the country’s
Chancellor of the Exchequer. They also agreed to
support the implementation of guidelines jointly
developed by (ISC)² and the Council of Professors
and Heads of Computing (CPHC) for embedding
cybersecurity within computing science degrees.
Working with members of the (ISC)² EMEA
Advisory Council, the U.K. government, and over
60 academic and accreditation bodies in the U.K.
and Europe, (ISC)² EMEA supported the develop-
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Delivering on the (ISC)²
mission to support and
provide members and
constituents with credentials,
resources, and leadership.

(ISC)² Board Chair Prof. Corey Schou and
CEO David Shearer

Security professionals around
the world benefit from (ISC)²
training sessions, workshops
and seminars.
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ment of guidelines for undergraduate computing
science and IT-related degrees.
(ISC)² Foundation
The analysis offered in the 2015 GISWS highlights a specific area of concern: A workforce
skills gap of 1.5 million information security professionals in five years due to an insufficient pool
of qualified candidates. One of the ways (ISC)² is
addressing the workforce gap is through the (ISC)²
Foundation that provided nearly US$200,000 in
2015 for scholarships to support students and their
ed-ucational goals. The (ISC)² Foundation also
aims to empower students, teachers and the
general public to secure their online life with
cybersecurity education and awareness programs.
In 2015, the Foundation announced an addition to
its Safe and Secure Online® program to help senior
citizens safely navigate cyberspace. The (ISC)²
Foundation introduced “Safe and Secure Online
for Seniors,” with the goal of empowering senior
citizens to take the proper precautions and protect
them-selves online. Through Safe and Secure
Online, (ISC)² member volunteers have helped
more than 165,000 children, parents, grandparents
and teach-ers in Canada, Hong Kong, Ireland,
Switzerland, U.K. and the U.S. learn how to
protect themselves online and to become
responsible digital citizens.
Academic Alliances
Working with universities and colleges is a priority
for (ISC)² to bridge the workforce gap between the
large demand for qualified cybersecurity professionals and the number of skilled professionals
who are prepared for the job market. In 2015,
(ISC)²’s Global Academic Program (GAP), now
known as the International Academic Program

(IAP), transitioned to a regional focus to address
localized goals and objectives. Through IAP North
America, IAP EMEA, IAP LATAM and IAP
APAC, (ISC)² is actively working with an expanding network of university partners. The goal of the
IAP is to establish a joint framework for delivering
essential skills to support the growth of a qualified
information security workforce.
In line with our goal to decrease the workforce gap,
we also announced that the American Council on
Education’s College Credit Recommendation
Service (ACE CREDIT®) evaluated and recommended college credit for the Official (ISC)²
CBK® Training Seminar for the CISSP and the
SSCP. This provides opportunities for students to
learn and prepare for (ISC)² credential examinations, while simultaneously earning credit towards
their college degree.
Collaborations
Throughout the year, (ISC)² continued to leverage
core competencies, drive innovation, and create
competitive business advantages. While not an
exhaustive list, here are a few of our collaborations:
▪ Formed a collaboration between (ISC)² EMEA
and APAC for a CISSP delivery program in Singapore for a well-established Credit Suisse client
account in EMEA.
▪ Co-sponsored the first Security Congress LATAM
with Valor Economico. Speaking proposals were
submitted from seven different countries in the
region in response to the call for speakers. Translation was available in Spanish, Portuguese and
English.

7

2015 HIGHLIGHTS—(ISC)² YEAR IN REVIEW

▪ Teamed with Microsoft to develop the SSCP curriculum into the Council of College and Military
Education (CCME) Schools for a veterans’ retraining initiative.

initiatives, policies, views, standards and concerns.
(ISC)² enlists the expertise of six advisory councils:
• Application Security Advisory
Council (ASAC)
• Asia-Pacific Advisory Council (APAC)
• North America Advisory Council (NAAC)
• Europe, Middle East and Africa Advisory
Council (EAC)
• Latin America Advisory Council (LAAC)
• U.S. Government Advisory Council
(USGAC)

▪ Established an ongoing partnership with the International Consortium of Minority Cybersecurity Professionals (ICMCP) to raise awareness of underrepresented minorities in the cybersecurity profession
and to help elevate national dialogue on cultivating
minority cybersecurity practitioners to close the
growing workforce gap.

Many members of the Advisory Councils are also
actively involved in (ISC)² chapters. Since its start
in 2011, the (ISC)² Chapter program has grown
tremendously. Within four years, 141 official
(ISC)² chapters were established in over 52 countries around the world. (ISC)² chapters provide
educational, socially responsible and professional
development programs to thousands of members
and professionals in their local communities.

▪ Worked with the Health and Social Care Information
Centre (HSCIC), the United Kingdom’s national provider of data, information and systems for Health &
Social Care, on a government-funded pilot certification program for the Healthcare Information Security
and Privacy Practitioner (HCISPP) credential.
▪ Earned a recommendation by the Japan National Police Agency for the CISSP as the preferred credential
for ‘core advanced skilled investigators.’

(ISC)² Events

▪ Joined the Institute for Critical Infrastructure
Technology (ICIT), a tactical, bipartisan forum of
U.S. federal agency executives, legislative community members and industry leaders focused on
solutions-based strategies to critical infrastructure
obstacles.

Delivering on our mission to support and provide
members and constituents with credentials, resources
and leadership, (ISC)² offers training and conferences
based on the latest trends and topics in the industry.
This year (ISC)² held an exclusive member-focused
Security Congress in all four regions:

Advisory Councils and Chapters
• APAC: Manila, Philippines
• EMEA: Munich, Germany
• LATAM: Sao Paulo, Brazil
• North America: Anaheim, California, U.S.

(ISC)²’s Advisory Board program was retired on
December 31, 2014, and the new (ISC)² regional
Advisory Councils were chartered in January 2015.
(ISC)²’s Advisory Councils represent a group of senior-level information security professionals in their
respective regions who advise (ISC)² on industry
8

2015 HIGHLIGHTS—(ISC)² YEAR IN REVIEW

In addition to Security Congress, the third annual
CyberSecureGov was held in Washington, D.C.
CyberSecureGov provides a platform for senior U.S.
government and industry cybersecurity officials to
collaborate on how to advance security programs and
help government personnel maximize resources.
Throughout the year, (ISC)² also offered one-day
and multi-day Secure Events available to members
and non-members. Several chapters were involved,
including a combined effort from the Swiss and German chapters for SecureZurich, the first chapter-run
Secure Event. In 2015, a total of 29 Secure Events
were hosted in major cities worldwide.
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2015 AWARDS AND RECOGNITION

It was also a year of recognition for (ISC)²
credentials:

Awards and Recognition
During 2015, (ISC)2 was recognized for notable
achievements, namely the work we do to ensure
that the world is safe and secure.

Certified Cyber Forensics Professional (CCFP)
Satellite Spotlight featured a story about Capella
University offering a digital forensics certificate to
provide students with foundational knowledge
required to sit for the CCFP exam.

In Tampa Bay, Florida (U.S.), where (ISC)² headquarters is located, there are nearly 200,000 companies and organizations that employ nearly 2 million
workers. In 2015, (ISC)² was proud to be ranked
44 in the top 50 of small companies as a “best place
to work” by the Tampa Bay Times. Needless to say,
there is a correlation between positive employees,
working for a cause, and the performance of an
organization. For (ISC)², that correlation is intrinsic
to the core of our organization and is reflected in
our commitment to members and to inspiring a safe
and secure cyber world.

Both the CCFP and CISSP were listed in The
Tribune India as certifications that can take you a
long way in the cybersecurity field.
Certified Cloud Security Professional (CCSP)
The CCSP was number two on the list of Cloud
Computing Intelligence Magazine’s Top 5 Cloud
Certifications of 2015.

(ISC)² was honored to receive the Information
Assurance Education Award for Exceptional
Leadership from the Colloquium for Information
Systems Security Education (CISSE). (ISC)² was
selected for this industry/business award for
publishing extensive research, and for being a
long-time advocate for education and training.

Certified Information Systems Security
Professional (CISSP)
The 2015 Burning Glass Cybersecurity Jobs Report
found that nearly 50,000 job postings requested
candidates who have the CISSP.
The CISSP was listed as number four on
Certification Magazine’s Salary Survey Top 20 at
US$109,650.

(ISC)² also received recognition from SC Magazine
for having the best certification program, CISSP, in
both the U.S. and Europe. This was the first time
for the certification program category at the SC
Awards Europe. The SC Magazine Awards honor
the achievements of companies and information
security professionals striving to safeguard
businesses, their customers and critical data.

The 2015 IT Skills and Salary Survey by Global
Knowledge and Windows IT Pro found that the
CISSP was number three in a list of the top-paying
15 certifications.
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The CISSP was recommended in articles published
by Central Valley Business Times, Tom’s IT Pro,
The Republic, Homeland Security Newswire, CIO
Insight, and Government Security News.

Information Systems Security Engineering
Professional (CISSP-ISSEP)
The CISSP-ISSEP certification made Revista IT
Now’s list of the seven most coveted IT certifications
in 2015.

CISSP was also ranked in top IT certification lists in
Business Solutions, Pluralsight Blog and Cloud
Computing Intelligence.

CISSP-ISSEP made Info World’s list of IT
certifications that paid off the most in 2015.

The Digital Journal published a story on a survey conducted by BestIDTheftCompanys.com, which found
that CISSP is a recognized standard of achievement
that confirms an individual’s knowledge in the field of
information security.

Certified Secure Software Lifecycle Professional
(CSSLP)
The CSSLP was included on Info World’s list of IT
certs that paid off the most in 2015.
CSO mentioned the CCSLP as a certification that can
help with secure code development.

Bloomberg BNA listed the CISSP as one of the certifications that has become the de facto standard in the
industry.

The CSSLP was mentioned in a CIO Germany article
as a certification that is broad in scope and addresses
multiple languages.

A blog in Health IT News referred to the CISSP certification as one of the most prestigious designations in
IT security.
The CISSP was included in Revista IT Now’s list of top
five cybersecurity certifications for 2015.

The CSSLP certification was mentioned and (ISC)² is
recommended as an organization to look into for
secure Web development certifications according
to Alt Om Data Denmark.

Vecernji List (Croatia) included CISSP in a list of
certifications for professionals to help upgrade their
existing knowledge.

Healthcare Information Security and Privacy
Practitioner (HCISPP)
The HCISPP made Tom IT Pro’s list of best
health-care IT certifications for 2015.

Dark Reading included CISSP in a list of 10 security
certifications to boost your career.

Systems Security Certified Practitioner (SSCP)

PC World En Espanol mentioned CISSP as one of the
most important certifications in the industry.

Dark Reading included SSCP in a list of 10
security certifications to boost your career.

11

2015 (ISC)² AWARD RECIPIENTS

Throughout the year, (ISC)² recognizes the people who ascribe to the (ISC)² vision
of inspiring a safe and secure cyber world and who make a difference through their
standards of excellence and tireless efforts.
President’s Award:
The President’s Award recognizes volunteers who have
made a significant impact and/or contribution to (ISC)²
through their dedicated volunteer efforts throughout
the past year. Recipients are chosen at the discretion of
(ISC)²’s CEO.

Information Security Practitioner:
▪ Jun Chen, IT staff, Orrick, Herrington & Sutcliffe LLP
(China)
▪ Ricky Chung, Senior Principal Consultant Security
Architect, Security Major Global Consulting Group
(Australia)
▪ Kin Man Eric Fan, Head of Technical Development,
UDomain Web Hosting Company Ltd. (Hong Kong)
▪ Frankie Li, Security Researcher, Dragon Threat Labs
(Hong Kong)
▪ TsoJen Liu, Director, Onward Security
Corporation (Taiwan)
▪ Dengke Mi, CIO, Eisoo (China)
▪ Sunt-tanarit Prapassaraporn, Assistant Consulting
Manager, ACIS Professional Center Co., Ltd. (Thailand)
▪ Frankie Wong, Security Analyst, HKCERT
(Hong Kong)
▪ Watcharaphon Wongaphai, Information Security
Consultant Manager, ACIS Professional
Center Co., Ltd. (Thailand)

Gurdeep Kaur, Chief Security Architect, AIG (U.S.)
Eric Hibbard, CTO Security & Privacy, Hitachi Data
Systems (U.S.)
Neil Breden, Operational Security Manager, Enterprise &
Cybersecurity, Fujitsu (U.K.)
Matthew Parker, Senior Manager in Business Risk Services, Grant Thornton (Channel Islands)
9th Annual Asia-Pacific Information Security Leadership Achievements (AP-ISLA):
Showcased Honorees and 2015 Community
Service Star:
Managerial Professional for an Information Security Project Category Showcased Honoree and 2015 Community
Service Star: Yoshiki Sugiura, CSIRT Evangelist, NTTCERT/NTT Data Intellilink Corporation (Japan)

Managerial Professional for Information
Security Project(s):
▪ Hon. Nebuchadnezzar S. Alejandrino, Chief,
Management Information System Service, Department
of National Defense (Philippines)
▪ Jinsun Baik, Chief Manager of SMETP Center, The
Korean Association for Industrial Technology Security
(Korea)
▪ Dr. Ryan Ko, Ph.D, BEng (Hons), Asia-Pacific
Research Advisor, Cloud Security Alliance, Head,
Cyber Security Researchers of Waikato, University of
Waikato, New Zealand (New Zealand)
▪ Tsuyoshi Okumura, Evaluator, Control System Security
Center Certification Laboratory (CSSC-CL) (Japan)

Managerial Professional for an Information Security Project Category Showcased Honoree: Kana Shinoda, BLUE
Inc. Representative, CODE BLUE Founder, APWG Conference Manager and Eastern Asia Liaison (Japan)
Senior Information Security Professional Category Showcased Honoree: Dr. Seung-Hun Jin, Managing Director,
ETRI (Electronics and Telecommunications Research
Institute) (Korea)
Information Security Practitioner Category Showcased
Honoree: Do-Hoon Kim, Manager, DB Security Consulting Team, KSign (Korea)
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▪ Suzaliana Samuri, ISMS Lead Assessor, Manager,
Performance Compliance & Sec. Assurance, Malaysia
Airports Holdings Berhad (Malaysia)

Department of Homeland Security (DHS), Office of
Cybersecurity and Communications

Senior Information Security Professional:

Workforce Improvement: Michael C. Redman, Senior
Information Assurance Manager and Chief, Policy and
Accreditation Branch

▪ Amir Haris Ahmad, CEO, Localhost Sdn Bhd
(Malaysia)
▪ Dr. Baber Aslam, Ph.D., Head of Department of
Information Security, National University of Science
and Technology, MCS Campus (Pakistan)

Up and Coming Information Security Professional:
Samuel A. Maroon, IT Operations Instructor, U.S. State
Department

▪ Allan Cabanlong, Chief of Web Services and Cyber
Security Division, Philippine National Police
(Philippines)
▪ Dr. Seong Je Cho, Professor, Dankook University
(Korea)
▪ Sam Goh, Principal Consultant, BT Global
Solutions Pte. Ltd. (Singapore)
▪ Frankie Leung, Program Director, (ISC)² Hong Kong
Chapter (Hong Kong)
▪ Chien Tsung Liu, Director, Onward Security (Taiwan)
▪ Chella Namasivayam M, CIO, IGATE Global
Solutions Ltd. (India)
▪ Dr. Jinho Yoo, Professor, Sangmyung University
(Korea)
▪ Ducksang Yoon, CISO/Senior Vice President,
kt ds Co., Ltd. (Korea)
▪ Feng-Peng Yu, Director, Information & Communication
Security, Chunghwa Telecom (Taiwan)
▪ Wei Zhang, Deputy Director, Shanghai Information
Security Industry Association (China)

Team Awards:
Community Awareness: 81 Cyber Protection Team,
Cyber National Mission Force
Most Valuable Industry Partner: CERT Coordinating
Center Vulnerability Research and Coordination Team,
Carnegie Mellon University Software Engineering Institute
5th Annual Americas Information Security
Leadership Awards (ISLA)
Information Security Practitioner: Rena Melo Santos,
Information Security Officer, Atacadão (Brazil)
Up-and-Coming Information Security Professional:
Noah Jaehnert, Security Architecture Program Manager at
KAR Auction Services, Inc. (U.S.)
Senior Information Security Professional: Jason
Pfeiffer, Director of Enterprise Information Security and
Assurance, PwC (U.S.)

12th Annual U.S. Government Information Security
Leadership Awards (GISLA®)

Community Awareness:
• Anderson Ramos, Chief Technology Officer, FlipSide
Smart Content Provider (Brazil)
• Bob Cheong, Chief Information Security Officer, Los
Angeles World Airports

F. Lynn McNulty Award: W. Hord Tipton, retired,
former (ISC)² Executive Director
Process/Policy Improvement: Benjamin Bergersen,
Cloud Cybersecurity Program Manager, MAX.gov
Shared Services, U.S. Department of Education
Technology Improvement: John Simms, Requirements
and Acquisition Support Branch Chief and Continuous
Diagnostics and Mitigation (CDM) Program Manager,
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INDEPENDENT AUDITOR’S REPORT

The Board of Directors
International Information System Security Certification Consortium, Inc.:
We have audited the accompanying consolidated financial statements of International Information System
Security Certification Consortium, Inc. and Subsidiaries (the “Organization”), which comprise the consolidated
statements of financial position as of December 31, 2015 and 2014, and the related consolidated statements of
activities, functional expenses and cash flows for the years then ended, and the related notes to the consolidated
financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

(Continued)
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Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of International Information System Security Certification
Consortium, Inc. and Subsidiaries as of December 31, 2015 and 2014, and the changes in their net assets
and their cash flows for the years then ended in accordance with accounting principles generally accepted
in the United States of America.

March 11, 2016
Tampa, Florida
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INTERNATIONAL INFORMATION SYSTEM
SECURITY CERTIFICATION CONSORTIUM, INC. AND SUBSIDIARIES
Consolidated Statements of Financial Position
December 31, 2015 and 2014
Assets

2015

Current assets:
Cash and cash equivalents
Event receivables, less allowance for doubtful accounts
of $50,400 and $138,000 in 2015 and 2014, respectively
Certification receivables, less allowance for doubtful accounts
of $677,000 and $690,000 in 2015 and 2014, respectively
Other accounts receivable
Prepaid expenses

$

14,193,172

9,216,809

1,404,501

1,356,138

3,980,653
486,653
545,334

3,795,636
474,323
472,558

20,610,313

15,315,464

1,188,330

1,510,081

17,729,634

17,914,035

1,949,621
593,440

2,054,198
589,419

$

42,071,338

37,383,197

$

2,606,774
6,527,774
326,392

3,345,802
4,895,157
253,550

9,460,940

8,494,509

Total current assets
Property and equipment, net
Other assets:
Investments
Examination question pool, net of amortization of $1,339,412
and $3,438,788 in 2015 and 2014, respectively
Other
Total assets

2014

Liabilities and Net Assets

Total current liabilities
Accrued scholarships
Deferred compensation

30,724
248,531

Total liabilities
Unrestricted net assets:
Undesignated
Board designated:
Operating reserves
Capital investments
Long-term investments
Total unrestricted net assets
Temporarily restricted net assets
Total net assets
Total liabilities and net assets

$
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-

9,740,195

8,494,509

13,325,895

11,850,770

19,000,000
-

5,000,000
12,000,000

32,325,895

28,850,770

5,248

37,918

32,331,143

28,888,688

42,071,338

37,383,197

See accompanying independent auditor’s report and notes to consolidated financial statements

Current liabilities:
Accounts payable and accrued liabilities
Deferred revenue
Foreign tax accrual

INTERNATIONAL INFORMATION SYSTEM
SECURITY CERTIFICATION CONSORTIUM, INC. AND SUBSIDIARIES
Consolidated Statements of Activities
For the Years Ended December 31, 2015 and 2014
2015
Unrestricted revenue:
Educational services
Professional examinations
Certification renewal fees
In-kind contributions
Contributions
Investment return
Other revenue
Foreign currency exchange

$

Total unrestricted revenue
Operating expenses:
Program services
Supporting services:
Administrative
Fundraising
Total operating expenses
Release of temporarily restricted funds
Change in unrestricted net assets

See accompanying independent auditor’s report and notes to consolidated financial statements

Temporarily restricted revenue:
Contributions

2014

14,624,793
14,095,303
9,155,215
165,875
216,220
(400,999)
1,552,635
(43,264)

12,152,600
11,822,437
8,527,893
341,700
119,740
449,787
1,284,956
(142,029)

39,365,778

34,557,084

26,915,704

24,696,833

8,950,092
57,527

7,172,532
26,053

35,923,323

31,895,418

32,670

2,639

3,475,125

2,664,305

-

Release of restrictions
Change in temporarily restricted net assets
Change in net assets
Net assets at beginning of year
Net assets at end of year

$
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32,506

(32,670)

(2,639)

(32,670)

29,867

3,442,455

2,694,172

28,888,688

26,194,516

32,331,143

28,888,688

INTERNATIONAL INFORMATION SYSTEM
SECURITY CERTIFICATION CONSORTIUM, INC. AND SUBSIDIARIES
Consolidated Statement of Functional Expenses
For the Year Ended December 31, 2015
Supporting Services

Salaries and wages
Employee benefits and taxes

$

Total personnel costs

Amortization
Depreciation
Value-added taxes
$

Total

38,495
8,043

8,961,808
2,000,092

4,613,009

46,538

10,961,900

64,419
45,464
5,883
6,430
7,500
245,227
728,001
688,847
845,621
91,812
94,307
692,440
190,814

1,133
8,023
1,833
-

6,939,543
4,354,656
2,059,320
450,203
882,172
22,609
6,430
208,567
150,551
537,738
280,453
2,665,170
1,151,406
153,028
1,198,686
123,120
144,304
1,593,532
193,314

25,699,401

8,319,774

57,527

34,076,702

1,094,517
116,654
5,132

600,318
30,000

-

1,094,517
716,972
35,132

26,915,704

8,950,092

57,527

35,923,323

6,939,543
4,354,656
1,993,768
450,203
836,708
16,726
208,567
143,051
537,738
35,226
1,929,146
462,559
153,028
353,065
31,308
49,997
899,259
2,500

Total operating expenses before depreciation,
amortization and value-added taxes

Fundraising

3,591,983
1,021,026

6,302,353

Educational services
Professional examinations
Marketing and communications
Bad debts
Bank fees
Contract labor
Facility rental and catering
Impairment of intangibles
International maintenance
Membership development
Other
Professional fees
Rent
Scholarships
Supplies
Telephone and internet
Training
Travel
Website/server maintenance

Total operating expenses

5,331,330
971,023

Administrative
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Program Services

INTERNATIONAL INFORMATION SYSTEM
SECURITY CERTIFICATION CONSORTIUM, INC. AND SUBSIDIARIES
Consolidated Statement of Functional Expenses
For the Year Ended December 31, 2014
Supporting Services
Program Services

Salaries and wages
Employee benefits and taxes

$

Total personnel costs
Educational services
Professional examinations
Advertising, marketing and public relations
Bad debts
Bank fees
Contract labor
Facility rental and catering
Impairment of intangibles
International maintenance
Membership development
Other
Professional fees
Rent
Scholarships
Supplies
Telephone and internet
Training
Travel
Website/server maintenance
Total operating expenses before depreciation,
amortization and value-added taxes
Amortization
Depreciation
Value-added taxes

See accompanying independent auditor’s report and notes to consolidated financial statements

Total operating expenses

$

4,559,443
779,263

Administrative

2,829,699
474,114

5,338,706

3,303,813

6,573,320
4,043,890
2,414,319
109,794
689,562
1,138,277
12,761
233,165
180,247
608,648
102,888
887,001
40,713
146,968
219,559
40,028
53,166
736,531
55,726

54,059
37,501
10,160
8,771
54,661
187,394
486,363
807,864
619,132
86,451
47,276
627,762
273,220

23,625,269

6,604,427

991,246
80,318
-

598,483
(30,378)

24,696,833
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7,172,532

Fundraising

14,687
1,350
16,037
1,473
8,498
45
26,053
26,053

Total

7,403,829
1,254,727
8,658,556
6,573,320
4,043,890
2,469,851
109,794
727,063
1,148,437
21,532
233,165
234,908
608,648
290,282
1,381,862
848,577
146,968
838,691
126,479
100,442
1,364,338
328,946
30,255,749
991,246
678,801
(30,378)
31,895,418

INTERNATIONAL INFORMATION SYSTEM
SECURITY CERTIFICATION CONSORTIUM, INC. AND SUBSIDIARIES

2015

2014

3,442,455

2,694,172

1,811,489
450,204
208,567
14,038
905,907
-

1,670,047
109,794
233,165
21,910
(6,337)
(203,250)

(695,914)
(72,776)
(4,021)

179,076
(102,948)
(102,864)

(739,028)
1,632,617
72,842
30,724
248,531

755,355
608,404
116
-

Net cash provided by operating activities

7,305,635

5,856,640

Cash flows from investing activities:
Purchases of property and equipment
Proceeds from sale of property and equipment
Question pool development costs
Purchase of investments
Proceeds from sale of investments
Proceeds from maturities of certificates of deposit, net

(409,259)
(1,198,507)
(9,986,753)
9,265,247
-

(616,328)
38,577
(1,272,510)
(11,474,469)
6,150,282
3,554,818

(2,329,272)

(3,619,630)

4,976,363

2,237,010

9,216,809

6,979,799

14,193,172

9,216,809

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation and amortization
Provision for bad debts
Impairment of intangibles
Loss on disposal of assets
Realized and unrealized loss (gain) on investments
Noncash question pool intangible contributions
(Increase) decrease in operating assets:
Events, certifications, and other accounts receivable
Prepaid expenses
Other assets
(Decrease) increase in operating liabilities:
Accounts payable and accrued liabilities
Deferred revenue
Foreign tax accrual
Accrued scholarships
Deferred compensation

$

Net cash used in investing activities
Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of the year

$
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Consolidated Statements of Cash Flows
For the Years Ended December 31, 2015 and 2014

INTERNATIONAL INFORMATION SYSTEM
SECURITY CERTIFICATION CONSORTIUM, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2015 and 2014

(1)

Organization
International Information System Security Certification Consortium, Inc. and Subsidiaries (the
Consortium) is a nonprofit organization organized in the state of Massachusetts. The Consortium
establishes international standards of excellence within the field of information systems security
and provides certification to individuals in the profession. It also provides educational services to
various entities and its certification holders around the world. Its corporate headquarters are located
in Clearwater, Florida.
The accompanying consolidated financial statements include the accounts of International
Information System Security Certification Consortium, Inc. (ISC)² and its wholly-owned
subsidiaries: International Information System Security Certification Consortium Limited, Hong
Kong (Hong Kong Company) and International Information System Security Certification
Consortium Limited, United Kingdom (UK Company), as well as the (ISC)² Charitable and
Educational Foundation, Inc. (Foundation) which is a segregated fund within the Consortium. All
intercompany transactions have been eliminated. The Hong Kong Company and the UK Company
were organized to enable business transactions in Hong Kong and the United Kingdom,
respectively. The Foundation was established as a segregated fund within the Consortium for
exclusively charitable purposes.

(2)

Summary of Significant Accounting Policies
(a)

Cash and Cash Equivalents
The Company considers all short-term investments with original maturities of three months
or less to be cash equivalents.

(b)

Event and Certification Receivables
Event and certification receivables are recorded at realizable value net of an allowance for
doubtful accounts. The allowance is estimated from historical performance and projection of
trends. Accounts that are more than 120 days past due are put on credit hold. Event and
certification receivables are written off when deemed uncollectible. Event and certification
receivables may be charged a fee for interest if the account remains in a delinquent status.
Interest income is recorded upon billing.

(c)

Prepaid Expenses
Prepaid expenses consist primarily of insurance premiums and software maintenance. These
items are expensed pro rata over the contract period in which the Consortium receives the
benefits.
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(2)

Summary of Significant Accounting Policies - Continued
(d)

Property and Equipment
Property and equipment with an estimated life greater than one year are recorded at cost and
depreciated using the straight-line method over the estimated useful lives of the underlying
assets.

(e)

Assets Limited as to Use
As of December 31, 2015, investments include assets limited as to use representing assets
held by trustees to fund the Consortium’s 457(f) benefit plan as more fully described in
Note 10.

(f)

Investments
Investments consisting primarily of mutual funds and money funds are measured at fair value
based on quoted market prices. Gains and losses on fair value adjustments are recognized on
the specific identification basis, net of investment expenses.
The Consortium’s deferred compensation plan investments are measured at fair market value
on a recurring basis and consist primarily of mutual funds and money funds.

(g)

Examination Question Pool
The examination question pool consists of costs for developing exam questions that are the
basis for certifications exams. Questions are used on a statistically determined rotating basis
and are updated periodically to provide tests that are statistically unique.
The question pool is being amortized on a straight-line basis over estimated lives of three
years.

(h)

Impairment or Disposal of Long-Lived Assets
The Consortium reviews long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying about of an asset may not be recoverable. The
Consortium assesses the recoverability of the cost of the asset based on a review of projected
undiscounted cash flows. In the event an impairment loss is identified, it is recognized based
on the amount by which the carrying value exceeds the estimated fair value of the long-lived
asset. The Consortium recorded a loss from impairment of intangibles of $208,567 and
$233,165 during the years ended December 31, 2015 and 2014, respectively.
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(2)

Summary of Significant Accounting Policies - Continued
(i)

Classification of Net Assets
All net assets, revenues, expenses, gains and losses of the Consortium, including the
Foundation are classified as unrestricted if donor-imposed restrictions have been met during
the same year. Net assets and revenues which are temporarily restricted by the donor for
which the restriction has not been met in the same year are classified as temporarily
restricted. The Consortium had temporarily restricted net assets of $5,248 at December 31,
2015 and $37,918 at December 31, 2014 that were donor-restricted for specific programs of
the Foundation. Board designated amounts represent amounts set aside by the board for
future capital investments and long-term investments.

(j)

Revenue Recognition
The Consortium utilizes the accrual basis of accounting. Accordingly, educational services
and professional exams revenue is recognized when services are performed, while
certification revenue is recognized over the life of the certification.

(k)

Deferred Revenue
Education service fees received in advance are deferred and recognized over the course of the
training program. Professional examination fees received from certification applicants are
deferred for revenue recognition purposes until the examination has been completed by the
applicants. Certification renewal fees covering future periods, for which payment has been
received, are deferred and recognized as revenue over the period of certification.

(l)

Contributions
All contributions are considered to be available for unrestricted use unless specifically
restricted by the donor. Contributions that are restricted by the donor are reported as increases
in unrestricted net assets if the restrictions expire or are otherwise satisfied in the fiscal year
in which the contributions are recognized.

(m) In-Kind Contributions: Donated Services
Contributions of services are recognized if the services received (a) create or enhance a
nonfinancial asset or (b) require specialized skills, are provided by individuals possessing
those skills, and typically need to be purchased if not provided by donation. The value of
services is based on estimated fair value.
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(2)

Summary of Significant Accounting Policies - Continued
(n)

Advertising
The Consortium uses external advertising resources. External advertising consists of
promotions, publications, and internet advertising. The Consortium expenses advertising
costs when incurred. Advertising costs incurred during 2015 and 2014 were $620,033 and
$752,461, respectively, and are included in marketing and communication expense.

(o)

Income Taxes
The Consortium, excluding the Foundation, is generally exempt from U.S. income taxes
under Section 501(c)(6) of the Internal Revenue Code. The Foundation is generally exempt
from U.S. income taxes under Section 501(c)(3) of the Internal Revenue Code. Information
returns (Forms 990) are filed with the Internal Revenue Service (IRS). The Consortium has
evaluated its tax positions taken for all open tax years and does not believe it has any
uncertain income tax positions as defined by accounting principles generally accepted in the
United States of America for income taxes. The 2012, 2013, and 2014 tax years are open and
subject to examination by the IRS. The Consortium is not currently under audit nor has the
Consortium been contacted by the IRS.
Some foreign operations of the Consortium are subject to foreign income taxes. Foreign taxes
are expensed when incurred. There was no income tax expense related to foreign operations
for the year ended December 31, 2015 as the Consortium has operating losses in foreign
taxing jurisdictions and net operating loss carryforwards of approximately $1,023,000. The
Consortium operates in countries where foreign taxes are not paid, so there may be additional
foreign tax jurisdictions that may assess income taxes to the Consortium.

(p)

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.
The most significant estimates include those used in determining the carrying value of the
allowance for doubtful accounts, amortization life of examination question pool assets, inkind revenues, and the foreign tax accrual. Although some variability is inherent in these
estimates, management believes that the underlying assumptions used in determining these
estimates are appropriate.
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(2)

Summary of Significant Accounting Policies - Continued
(q)

Reclassification
Certain reclassifications have been made to the 2014 financial statement presentation to
conform to the 2015 presentation. These reclassifications had no effect on net assets or
changes in net assets.

(r)

Subsequent Events
The Consortium has evaluated subsequent events through March 11, 2016, the date the
consolidated financial statements were available to be issued.

(3)

Foundation Activity
The Foundation was established as a separate fund within the Consortium during 2011. In 2015 and
2014, the Foundation recorded contributions of $320,000 each year from (ISC)² which were
eliminated upon consolidation. The Foundation also recorded $216,220 and $152,246 of
contributions from outside sources in 2015 and 2014, respectively. In addition, the Foundation
recorded expenses as follows for the years ended December 31:

2015
Program services:
Scholarship programs
Safe and secure program
Research programs
Fundraising expenses
Administrative expenses

26

2014

$

203,687
90,074
179,542
57,527
122,212

202,909
108,929
154,227
26,053
87,540

$

653,042

579,658
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(4)

Property and Equipment
Property and equipment and estimated useful lives consist of the following at December 31:

Computer equipment and software
Office equipment
Website
Furniture and fixtures
Vehicles
Leasehold improvements

$

Less accumulated depreciation
$

2015

2014

1,972,498
113,177
12,600
424,524
46,100
244,774

2,187,670
29,462
93,656
392,692
46,100
232,561

2,813,673

2,982,141

(1,625,343)

(1,472,060)

1,188,330

1,510,081

Estimated
Useful Lives

3-5 years
3 years
3 years
7-10 years
5 years
7 years

Depreciation expense for the years ended December 31, 2015 and 2014 was $716,972 and
$678,801, respectively.
(5)

Investment Return
Investment return consists of the following for the year ended December 31:
2015

Interest and dividends
Realized gains (losses)
Unrealized losses
Investment fees
Total

(6)

2014

$

596,548
(4,762)
(901,145)
(91,640)

510,063
173,625
(167,288)
(66,613)

$

(400,999)

449,787

Fair Value Measurements
The Consortium records fair value measurements according to accounting principles generally
accepted in the United States of America, which define fair value and specify a hierarchy of
valuation techniques. The disclosure of fair value estimates in the hierarchy is based on whether the
significant inputs into the valuation are observable. In determining the level of hierarchy in which
the investment is disclosed, the highest priority is given to unadjusted quoted prices in active
markets and the lowest priority to unobservable inputs that reflect the Consortium’s significant
market assumptions. The Consortium measures investments at fair value on a recurring basis.
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(6)

Fair Value Measurements - Continued
The following is a brief description of the types of valuation information (inputs) that qualify a
financial asset for each level:
Level 1:

Unadjusted quoted market prices for identical assets or liabilities in active markets
which are accessible by the Consortium;

Level 2:

Observable prices in active markets for similar assets or liabilities, prices for identical or
similar assets or liabilities in markets that are not active, or market inputs that are not
directly observable but are derived from or corroborated by observable market data;

Level 3:

Unobservable inputs based on the Consortium’s own judgment as to assumptions a
market participant would use, including inputs derived from extrapolation and
interpolation that are not corroborated by observable market data.

Financial assets classified as Level 1 in the fair value hierarchy include mutual funds and money
funds in 2015 and 2014. These investments are traded on a daily basis in active markets and the
Consortium determines the fair value of these securities using unadjusted quoted market prices.
A review of fair value hierarchy classification is conducted on an annual basis. Changes in the
observability of valuation inputs may result in a reclassification of levels for certain securities
within the fair value hierarchy.
The Consortium evaluates the various types of financial assets to determine the appropriate fair
value hierarchy based upon trading activity and the observability of market inputs. The Consortium
employs control processes to validate the reasonableness of the fair value estimates of its assets and
liabilities, including those estimates based on prices and quotes obtained from independent third
party sources.
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(6)

Fair Value Measurements - Continued
The following tables set forth by level, within the fair value hierarchy, the Consortium’s assets at
fair value as of December 31, 2015 and 2014:
Fair Value Measurements at December 31, 2015 Using
Assets
Measured at
Fair Value at
12/31/2015

Description

Mutual funds:
Mid Cap
Small Cap
Stock Index
Global Listed Infrastructure
Value
Capital Appreciation
Emerging Markets
International
Large Cap
Fixed-income
Real estate
Money funds

Observable
Inputs
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Inputs
(Level 3)

$

351,909
700,697
2,454,420
528,828
1,230,224
1,229,994
688,428
2,656,836
703,498
6,380,016
519,168
285,616

351,909
700,697
2,454,420
528,828
1,230,224
1,229,994
688,428
2,656,836
703,498
6,380,016
519,168
285,616

-

-

$

17,729,634

17,729,634

-

-

Fair Value Measurements at December 31, 2014 Using
Assets
Measured at
Fair Value at
12/31/2014

Description

Mutual funds:
Mid Cap
Small Cap
Stock Index
Global Listed Infrastructure
Value
Capital Appreciation
Emerging Markets
International
Large Cap
Fixed-income
Real estate
Money funds

Observable
Inputs
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Inputs
(Level 3)

$

269,238
540,502
2,608,467
505,615
730,004
724,434
736,735
1,480,652
487,887
5,577,443
260,547
3,992,511

269,238
540,502
2,608,467
505,615
730,004
724,434
736,735
1,480,652
487,887
5,577,443
260,547
3,992,511

-

-

$

17,914,035

17,914,035

-

-
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(7)

Concentrations
(a)

Credit Risk
The Consortium maintains cash balances at various banking institutions. The accounts are
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. Cash balances
in banks in excess of FDIC insured limits were approximately $13.9 million at December 31,
2015 and $8.9 million at December 31, 2014. These funds could be subject to loss if the
financial institutions were to fail. Management believes the financial institutions are
financially stable and that the funds are secure.
The functional currency of the majority of the Consortium’s operations is the U.S. dollar;
however, there are a number of transactions for which the Consortium is paid in foreign
currency (British pounds or Euro).
The Consortium has included the following in cash and event receivables at December 31:
2015
Foreign
Currency

Exchange
Rate

Cash:
Funds in British pounds
Funds in Euro

£
€

293,250
179,489

1.4805
1.0908

Event receivables:
Funds in British pounds
Funds in Euro

£
€

273,914
167,509

1.4805
1.0908

U.S. Dollars

$

434,157
195,787
405,530
182,719

$

1,218,193

2014
Foreign
Currency

Exchange
Rate

Cash:
Funds in British pounds
Funds in Euro

£
€

308,243
161,944

1.5575
1.2143

Event receivables:
Funds in British pounds
Funds in Euro

£
€

143,979
112,611

1.5575
1.2143

U.S. Dollars

$

224,247
136,744
$

30

480,088
196,649

1,037,728
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(7)

Concentrations - Continued
(a)

Credit Risk - Continued
Cash and receivables have been adjusted to reflect the current exchange rate of the U.S. dollar
at December 31, 2015 and 2014. A risk of change in foreign currency rates will remain until
the cash is converted to U.S. dollars or receivables are settled. This risk is not considered
material to the Consortium’s overall consolidated financial statements. Gains and losses that
result from remeasurement are included in income. The effects from foreign currency
translation were losses of $43,264 and $142,029 during 2015 and 2014, respectively.
Event receivables at December 31, 2015 include approximately $610,000 of receivables due
from two significant customers.
Event receivables at December 31, 2014 included $1,200,000 of receivables due from two
significant customers.

(b)

Vendors
During 2014, the Consortium utilized one vendor for a significant portion of operations
related to sales, marketing services and providing education services. During the year ended
December 31, 2014, the Consortium paid this vendor approximately $6.0 million related to
operating services. Approximately $295,000 was payable to this vendor as of December 31,
2014.
During 2015 and 2014, the Consortium utilized one vendor for a significant portion of
operations related to test delivery. During the years ended December 31, 2015 and 2014, the
consortium paid this vendor approximately $4.3 million and $2.8 million, respectively.
Approximately $432,000 and $359,000 were payable to this vendor as of December 31, 2015
and 2014, respectively.

(8)

Valued-Added Taxes
The Consortium has recorded a liability for value-added tax for services sold in foreign countries.
The bulk of services are sold through independent training partners, which insulate the Consortium
from value-added tax exposure. However, there is a portion of services provided that are not
provided through independent training partners and an accrual has been recorded as an estimate of
tax exposure in these foreign countries. There may be additional foreign tax jurisdictions that may
assess taxes to the Consortium.
In areas where the Consortium collects and remits tax, revenues are recorded net of tax.
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(8)

Valued-Added Taxes - Continued
Value-added taxes for the years ended December 31, 2015 and 2014 consist of the following:

2015
United Kingdom value-added tax
Japan value-added tax (recovery)
Change in general value-added tax reserve

2014

$

5,132
30,000

10,526
(904)
(40,000)

$

35,132

(30,378)

The tax accrual for value-added taxes at December 31 is as follows:

2015
United Kingdom value-added tax
Other unidentified foreign taxes

2014

$

136,392
190,000

93,550
160,000

$

326,392

253,550

As the Consortium continues to expand and to administer examinations and provide training in
foreign countries, there will be tax exposure to the Consortium. Management is in a continual
process of evaluating that exposure and has set aside a reserve of $190,000 for unidentified tax
liability at December 31, 2015. While the Consortium believes that this reserve is sufficient to
cover unidentified tax liabilities as of December 31, 2015, there is the potential for additional
unrecognized tax consequences.
(9)

401(k) Retirement Plan
The Consortium sponsors a 401(k) retirement plan covering substantially all employees meeting
certain service requirements. The Consortium makes discretionary safe harbor contributions which
vest immediately. Contributions to the plan were $196,055 and $188,964 for the years ended
December 31, 2015 and 2014, respectively.

(10) 457 Non-Qualified Deferred Compensation Plans
Effective November 15, 2015, the Consortium adopted two non-qualified Deferred Compensation
Benefit Plans, as described in Section 457(b) and 457(f) of the Internal Revenue Code (the 457(b)
and 457(f) plans), for six key management employees designated by the Board of Directors and
Chief Executive Officer. The 457(b) plan operates on a calendar-year basis, whereby the
participants are eligible to make pre-tax contributions to their accounts up to a maximum amount
mandated by the Internal Revenue Code. The funds set aside for the 457(b) and 457(f) plans remain
assets of the Consortium, and are available to satisfy the claims of all general creditors of the
Consortium until such time as the participant withdraws the funds in accordance with plan
provisions.
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(10) 457 Non-Qualified Deferred Compensation Plans - Continued
For the 457(f) plan, an annual discretionary contribution is made on the participants’ behalf under
Internal Revenue Code Section 457(f). The amount is maintained on the Consortium’s books in a
designated account and will remain the sole property of the Consortium and is available to satisfy
the claims of all general creditors of the Consortium. The participants shall have a fully vested,
nonforfeitable interest in their deferred compensation if the Organization dissolves or if the
participant (1) dies, (2) becomes disabled, or (3) is terminated from employment for reasons other
than for cause.
As of December 31, 2015, the assets and corresponding liabilities of the 457(b) and 457(f) plans in
the amount of $19,500 and $229,031, respectively, are recorded in investments and deferred
compensation in the consolidated statement of financial position. Discretionary contributions under
the 457(f) plan for the year ended December 31, 2015 were $229,633.
(11) Operating Leases
The Consortium has several leases for office space with expiration dates ranging from July 2017 to
February 2023. Rent expense for these leases totaled $1,109,074 and $826,332 in 2015 and 2014,
respectively.
Future minimum lease obligations are as follows:

Year Ending December 31:
2016
2017
2018
2019
2020
Thereafter

$

1,237,552
1,197,445
728,351
707,274
707,274
1,532,427

$

6,110,323

The Consortium also has lease agreements for various office equipment and office space that are on
month-to-month terms.
Total operating lease expense for the years ended December 31, 2015 and 2014, excluding amounts
for office space, totaled $42,333 and $22,245, respectively.
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(12) Future Amortization of Intangible Assets
Intangible assets at December 31, 2015 consist of examination question pool costs. Amortization
expense was $1,094,517 and $991,246 for the years ended December 31, 2015 and 2014,
respectively. The estimated future amortization expense for these intangible assets is as follows:

Year Ending December 31:
2016
2017
2018
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$

1,007,323
679,286
263,012

$

1,949,621
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