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2017 Financials

In 2017, ISACA experienced revenue growth in many of its core programs as  
highlighted by a higher member retention rate compared to prior years and continued  
market demand for its training and education programs. In addition, the year included a 

number of investments for ISACA. One significant investment was the opening of the Wholly 
Foreign-Owned Enterprise (WFOE), ISACA IT Technology (Beijing) Co., Ltd., on 12 April 2017. 
Additional continued investments were made in cybersecurity programs, as well as enterprise 
business development which focuses its efforts on enterprise level opportunities. 

In order to support investments in strategic initiatives and operational programs, ISACA leveraged its margin loan 
agreement with Charles Schwab, which enables ISACA to borrow funds at a low interest rate based  
on its investment balances with Charles Schwab.   

At 31 December 2017, the outstanding balance on  
the loan was US $8.5 million and the annual interest 
rate was 2.31%.

ISACA’s investment portfolio continues to allow 
the organization to position itself for operational 
sustainability and capitalize on strategic growth 
opportunities. 2017 saw a very positive return in the 
financial markets as ISACA’s portfolio’s earned over 
$1.8 million in interest and dividends and recognized  
a very favorable realized/unrealized gain for the year  
of $7.0 million.

As a leading global organization, ISACA continues 
to manage its reserves for operating and strategic 
purposes. ISACA increased its targeted operational 
reserve to US $47.2 million to cover 10 months of 

average operating expenses for the last three fiscal 
years. ISACA also maintains a strategic reserve that  
is used to invest in strategic growth and other member 
benefit opportunities. Following the aforementioned 
investments, as well as the increased allocation to  
the operational reserve, the strategic reserves had  
a balance of US $27.6 million at the end of the year.

The 2017 audited financial statements for the 
organization are presented within this annual report. 
Looking ahead, management will continue to monitor 
key business drivers and economic conditions, and 
their related impact on operations and constituents  
in 2018 and beyond.
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Audit and Risk Committee Chair’s Letter

The Audit and Risk Committee of the Board of Directors/Trustees (the Board) of ISACA, Inc., IT Governance Institute, Inc., 
ISACA Enterprises, Inc (IEI), and ISACA Global, Inc. (IGI) (the “Organization”) oversees the Organization’s financial reporting 
process on behalf of the Board, and is composed of seven independent members. In fulfilling its responsibility,  
the committee recommended to the Board the selection of the Organization’s independent certified public accountants. 

The committee discussed with the independent certified public accountants the overall scope and specific plans for  
their audit. The committee also discussed the Organization’s consolidated financial statements and the adequacy of its 
internal controls. 

The committee met with the Organization’s independent certified public accountants, without management present, to 
discuss the results of their examination, their evaluation of the Organization’s internal controls, and the overall quality of  
the Organization’s financial reporting. 

Tichaona Zororo
CISA, CISM, CGEIT, CRISC, COBIT 5 Certified Assessor, CIA, CRMA 
Chair, Audit and Risk Committee
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Management Report on Responsibility for Financial Reporting

The management of ISACA, Inc., IT Governance Institute, Inc., ISACA Enterprises, Inc (IEI), and ISACA Global, Inc. 
(IGI) (the “Organization”) has the responsibility for the preparation, integrity and fair presentation of the accompanying 
financial statements. The statements were prepared in accordance with generally accepted accounting principles applied 
on a consistent basis and, as such, include amounts that are based on management’s best estimates and judgments. 
Management also prepared the other information in the annual report and is responsible for its accuracy and consistency 
with the financial statements. 

The Organization’s financial statements for 2017 have been audited by CohnReznick LLP, independent certified public 
accountants, elected by the Board of Directors/Trustees (the Board). Management has made available to CohnReznick LLP 
all of the Organization’s financial records and related data, as well as the minutes of the Board’s meetings. Management 
believes that all representations made to CohnReznick LLP during its audit were valid and appropriate. 

The Organization maintains a system of internal control that is designed to provide reasonable assurance to management 
and to the Board regarding the preparation and publication of reliable and accurate financial statements, the effectiveness 
and efficiency of operations, and compliance with applicable laws and regulations. The system includes a documented 
organizational structure and division of responsibility, established policies and procedures that are communicated throughout 
the Organization, and the careful selection, training and development of personnel. Management also recognizes its 
responsibility for fostering a strong ethical climate so that the Organization’s affairs are conducted according to the highest 
standards of personal and corporate conduct. 

There are inherent limitations in the effectiveness of any system of internal control, including the possibility of human error 
and the circumvention or overriding of controls. Accordingly, even an effective internal control system can provide only 
reasonable assurance with respect to financial statement preparation. 

The Organization evaluates its internal control system in relation to criteria for effective internal control over financial reporting 
described in Internal Control—Integrated Framework, issued by the Committee of Sponsoring Organizations of the Treadway 
Commission, and as of 31 December 2017 the Organization believes that its system of internal control over financial 
reporting met those criteria. 

As part of its audit of the Organization’s financial statements, CohnReznick LLP assessed the Organization’s internal 
accounting controls structure to establish a basis for reliance thereon in determining the nature, timing and extent of audit 
tests to be applied. Management and CohnReznick LLP have reviewed the internal control assessment with the Audit and 
Risk Committee as part of the committee’s acceptance of the financial statements. The Board, operating through its Audit 
and Risk Committee, which is composed entirely of members who are not officers or employees of the Organization, 
provides oversight to the financial reporting process.

Matthew S. Loeb
Chief Executive Officer

Robert A. Micek
Chief Financial Officer
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Consolidated and Combined Financial Statements
All monetary amounts included in the financial statements are in US dollars.
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Independent Auditor‘s Report

Board of Directors
ISACA, Inc. and Affiliates

Report on Financial Statements
We have audited the accompanying consolidated and combined financial statements of ISACA, Inc. and Affiliates 
(collectively, the “Organization”), which comprise the consolidated and combined statements of financial position  
as of 31 December 2017 and 2016, and the related consolidated and combined statements of activities and cash  
flows for the years then ended, and the related notes to the financial statements. 

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated and combined 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 and combined 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 and combined 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 
and combined financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated  
and combined financial statements. The procedures selected depend on the auditor’s judgment, including the assessment  
of the risks of material misstatement of the consolidated and combined 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 and combined 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 and combined financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated and combined financial statements referred to above present fairly, in all material respects, 
the financial position of ISACA, Inc. and Affiliates as of 31 December 2017 and 2016, 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.

Chicago, Illinois
23 April 2018
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2017 2016
Current assets

Cash and cash equivalents $  11,589,997 $   4,522,148 
Investments   77,552,106   72,822,487 
Accounts receivable, net   4,857,974   4,638,538 
Prepaid expenses   3,661,715   2,629,655 
Inventory, net   357,963   474,094 
Other current assets   652,444   277,803 

Total current assets   98,672,199   85,364,725 

Fixed assets
Leasehold improvements   1,551,481   996,359 
Furniture and fixtures   1,386,435   1,402,943 
Office equipment   76,241   139,187 
Computer system   12,203,974   11,119,997 

15,218,131   13,658,486
Less accumulated depreciation    (9,073,162) (8,301,312)

Net fixed assets   6,144,969   5,357,174 

Other assets
Goodwill   1,324,000   1,324,000 
Intangible assets, net   5,256,298   3,529,524 
Leasehold interest, net   -     1,833 
Security deposits   41,608   41,608 
Total other assets   6,621,906   4,896,965 

Total assets  $ 111,439,074  $ 95,618,864 

2017 2016
Current liabilities

Accounts payable and accrued expenses  $ 10,160,462  $ 9,639,717 
Deferred revenues   16,735,174 17,942,309

Other liabilities 9,661,696   827,173 
Total current liabilities   36,557,332   28,409,199 
Commitments and contingencies - -

Net Assets
Unrestricted

Board designated   47,245,570   43,821,432 

Undesignated   27,595,061   23,347,122 
Total unrestricted   74,840,631   67,168,554 
Temporarily restricted - -
Permanently restricted 41,111 41,111

Total net assets   74,881,742   67,209,665 
Total liabilities and net assets  $ 111,439,074  $ 95,618,864 

Assets

Liabilities and Net Assets

ISACA, Inc. and Affiliates
CONSOLIDATED AND COMBINED STATEMENTS OF FINANCIAL POSITION
31 December
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Unrestricted
Temporarily 

restricted
Permanently 

restricted Total
Operating revenues

Relations (including Membership)  $ 16,740,063  $                   -    $                 -    $ 16,740,063 
Certification   22,581,641   -     -     22,581,641 
Education   12,035,873   -     -     12,035,873 
Publications   5,653,300   -     -     5,653,300 
Contributions and sponsorships   61,084   1,000   -     62,084 
Licensing & usage fees   4,749,814   -     -     4,749,814 
Industry support & consulting   1,177,151   -     -     1,177,151 
End user products & sponsorship   4,456,756   -     -      4,456,756 
Interest, dividends, and other 2,861,969   9   -     2,861,978 
Net assets released from restrictions   1,009   (1,009)   -     -   

Total operating revenues   70,318,660 - -   70,318,660 

Operating expenses
  Program services

Relations (including Membership) 10,646,316                   -                   -   10,646,316
Certification 11,096,280   -     -      11,096,280
Education   15,273,106   -     -     15,273,106 
Publications   3,637,500   -     -     3,637,500 
General program   8,919,310 -   -     8,919,310 
Research   7,399,853   -     -     7,399,853 

Total program services   56,972,365 - -   56,972,365 
  Supporting services

Board and administrative   12,659,232                   -                   -     12,659,232 
Contributions - disaster relief   10,000   -     -     10,000 

Total supporting services   12,669,232 - -   12,669,232 
Total operating expenses   69,641,597 - -   69,641,597 
Excess from operations   677,063 - - 677,063

Other gains
Net realized and unrealized gains on investments   6,995,014                   -                   -     6,995,014 

Change in net assets 7,672,077   -     -   7,672,077
Net assets, beginning of year   67,168,554 -   41,111   67,209,665 
Net assets, end of year  $ 74,840,631 $                   -   $         41,111  $ 74,881,742 

ISACA, Inc. and Affiliates
CONSOLIDATED AND COMBINED STATEMENTS OF FINANCIAL POSITION
Year ended 31 December 2017
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Unrestricted
Temporarily 

restricted
Permanently 

restricted Total
Operating revenues

Relations (including Membership)  $ 15,963,211  $                   -    $                 -    $ 15,963,211 
Certification   23,002,845   -     -     23,002,845 
Education   11,403,862   -     -     11,403,862 
Publications   6,000,056   -     -     6,000,056 
Contributions and sponsorships   127,499   6,500   -     133,999 
Licensing & usage fees   4,506,908   -     -     4,506,908 
Industry support & consulting   1,842,610   -     -     1,842,610 
End user products & sponsorship   108,620   -     -     108,620 
Interest, dividends, and other   3,171,197   9   -     3,171,206 
Net assets released from restrictions   7,082   (7,082)   -     -   

Total operating revenues   66,133,890   (573) -   66,133,317 

Operating expenses
  Program services

Relations (including Membership)   11,351,990                   -                   -     11,351,990 
Certification   12,664,419   -     -     12,664,419 
Education   14,811,526   -     -     14,811,526 
Publications   3,828,171   -     -     3,828,171 
General program   5,517,002 -   -     5,517,002 
Research   6,402,799   -     -     6,402,799 

Total program services   54,575,907 - -   54,575,907 
  Supporting services

Board and administrative   14,516,492                   -                   -     14,516,492 
Total supporting services   14,516,492 - -   14,516,492 
Total operating expenses   69,092,399 - -   69,092,399 
Deficiency from operations   (2,958,509)   (573) -   (2,959,082)

Other gains
Net realized and unrealized gains on investments   55,374                   -                   -   55,374
Change in net assets   (2,903,135)   573   -     (2,903,708)

Net assets, beginning of year   70,071,689 -   41,111   70,113,373 
Net assets, end of year  $ 67,168,554 $                   -   $         41,111  $ 67,209,665 

ISACA, Inc. and Affiliates
CONSOLIDATED AND COMBINED STATEMENTS OF FINANCIAL POSITION 
Year ended 31 December 2016
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2017 2016
Cash flows from operating activities

Change in net assets  $  7,672,077  $ (2,903,708)
Adjustments to reconcile change in net assets to  
net cash provided by operating activities

Depreciation   1,390,324   1,988,179 
Amortization of intangible assets   290,405   240,476 
Amortization of other assets   -     33,722 
Bad debt expense   234,607   361,871 
Loss on disposal of equipment   270,106   57,479 
Net realized and unrealized gains on investments   (6,995,014)   (55,374)
Changes in assets and liabilities, net of effects of acquisition

Accounts receivable, net   (454,043)   (1,225,515)
Prepaid expenses and other current assets   (1,406,701)   405,196 
Inventory, net   116,131   (41,678)
Accounts payable   520,745   332,287 
Deferred revenues   (1,207,135)   3,865,317 
Other liabilities 334,523 (523,149)

Net cash provided by operating activities   766,025   2,535,103 

Cash flows from investing activities
Purchases of fixed assets, net   (2,448,225)   (2,381,170)
Acquisition of subsidiary, net of cash acquired   -     (6,651,000)
Purchases of intangible assets   (2,015,346)   -   
Proceeds from the sale of investments   44,857,294   33,491,942 
Purchases of investments   (42,591,899)   (28,818,972)

Net cash used in investing activities   (2,198,176)   (4,359,200)
Cash flows from financing activities

Proceeds from draw on margin loan   8,500,000   -   
Net cash provided by financing activities   8,500,000   -   
Net change in cash and cash equivalents   7,067,849   (1,824,097)

Cash and cash equivalents, beginning of year   4,522,148   6,346,245 
Cash and cash equivalents, end of year  $ 11,589,997  $    4,522,148 

ISACA, Inc. and Affiliates
CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS 
Years ended 31 December  
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Note 1 - Organization
The Organization consists of ISACA, Inc. (the “Association” 

or “ISACA”), IT Governance Institute, Inc. (the “Institute” or 
“ITGI”), ISACA Enterprises, Inc. (“IEI”), and ISACA Global, 
Inc. (“IGI”). The Organization operates on a global basis, with 
the majority of revenues and net assets attributable to the 
Association, the predominant entity within the Organization. 
The Organization maintains its books and records at  
its headquarters building located in Rolling Meadows, Illinois, 
USA.

The Association was incorporated in 1969 under the name 
Electronic Data Processing Auditors Association, a California 
(USA) not-for-profit corporation. In 1993, to reflect the evolving 
state of technology, as well as the Association’s expanding 
constituency base, the name was changed to Information 
Systems Audit and Control Association, Inc. The Association 
now presents itself by its acronym, ISACA. With more than 
135,000 members and 450,000 engaged professionals in 
more than 185 countries, ISACA is a leading global provider of 
knowledge, certifications, community, advocacy and education 
on information systems (“IS”) assurance and security, enterprise 
governance and management of Information Technology (“IT”), 
and IT-related risk and compliance. ISACA hosts international 
conferences, publishes the ISACA® Journal, and develops 
international IS auditing and control standards. ISACA also 
administers the globally respected Certified Information Systems 
Auditor (“CISA”), Certified Information Security Manager 
(“CISM”), Certified in the Governance of Enterprise IT (“CGEIT”), 
Certified in Risk and Information Systems Control (“CRISC”) 
and Cybersecurity Practitioner (“CSX-P”) designations.  
In addition, the Association supports development, update 
and education activities related to COBIT 5, a globally adopted 
business framework for governing and managing enterprise IT. 

The Institute was incorporated in 1976 under the name 
Electronic Data Processing Auditors Foundation, a California 
(USA) not-for-profit corporation. In 1994, its name was changed 
to Information Systems Audit and Control Foundation, to align 
with the changed name of the Association, and was changed 
again in 2003 to IT Governance Institute, Inc. In 2013, ITGI was 
granted a Type II Supporting Organization status by the IRS, and 
is a Supporting Organization of the Association. The Institute’s 
role in the mission it shares with ISACA focuses on provision 
of knowledge on IT governance and related topics. Through its 
collaborative development model, the Institute brings global 
perspectives to critical issues facing enterprise leaders and 
practitioners in its IT governance responsibilities. The Institute’s 
financial statements are presented on a combined basis due to 
a majority of Board members serving both the Institute and the 
Association.

IEI was incorporated in 2016 as a Delaware for-profit 
C-corporation. The Association owns 100% of the interest in IEI. 
The purpose of IEI is to act as a holding company for acquisitions 
that expand ISACA’s reach and enhance its mission. Soon after 
its incorporation, on 1 March 2016, IEI acquired 100% of the 
interest in a for-profit entity, CMMI Institute, LLC (the “Company” 
or “CMMI”), located in Pittsburgh, PA. CMMI is the only subsidiary 
of IEI as of 31 December 2017. The Company is a global leader 
in the advancement of best practices in people, process, and 
technology. The Company provides the tools and support for 
organizations to benchmark their capabilities and build maturity 
by comparing their operations to best practices and identifying 
performance gaps. IEI’s and the Company’s financial statements 

are presented on a consolidated basis.

IGI was incorporated in 2016 as a special purpose Delaware 
for-profit C-corporation. The Association owns 100% of the 
interest in IGI. The special purpose of this new subsidiary is to 
act as a flexible vehicle to establish entities in countries outside 
the United States to conduct business and other activities 
aimed at furthering ISACA’s mission in those countries while 
also providing the necessary protection of ISACA’s nonprofit tax 
status and its investable assets. On 12 April 2017, IGI received 
a business license for a new wholly foreign-owned enterprise 
(“WFOE”) in China, ISACA IT Technology (Beijing) Co., Ltd. The 
WFOE is 100% owned by IGI and is the only subsidiary of IGI as 
of 31 December 2017. The WFOE provides certain services to 
Chinese customers, including technology promotion, technology 
consulting, technology transfer and technical services of 
information security as well as corporate planning, marketing, and 
other business services. IGI’s financial statements are presented 
on a consolidated basis.

Acquisition of CMMI
On 1 March 2016, IEI acquired 100% of the interest in CMMI 

from an unrelated party. IEI has accounted for this transaction 
under the acquisition method of accounting. The results of 
operations of CMMI have been included in the consolidated and 
combined financial statements. Transaction and acquisition fees 
in the amount of $894,988 were expensed during 2016. 

The following table summarizes the fair value of consideration 
transferred and recognized amounts of assets acquired and 
liabilities assumed in the acquisition:    

Consideration
Cash $ 7,300,000
Fair value of total consideration 
transferred

$ 7,300,000

Recognized amounts of identifiable 
assets acquired and liabilities assumed

Cash and cash equivalents  $    649,000 
Accounts receivable   2,264,000 
Fixed assets, net   307,000 
Intangible assets   3,781,000 
Goodwill   1,324,000 
Other assets   231,000 
Accounts payable   (269,000)
Accrued expenses   (945,000)
Deferred revenue   (42,000)

Fair value of total assets acquired and 
liabilities assumed

$ 7,300,000

Fair value is measured as the amount that would be received to 
sell an asset or paid to transfer a liability in an orderly transaction 
between market participants. As such, fair value is a market-based 
determination that should be determined based on assumptions 
that market participants would use in pricing an asset or liability.

Note 2 - Summary of significant accounting policies
Basis of presentation

The consolidated and combined financial statements include 
the assets, liabilities, net assets and financial activities of 
the Organization. Significant intercompany balances have 
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been eliminated in consolidating and combining the entities.  
The Organization has a relationship with ISACA chapters  
located throughout the world; however, the chapters are not  
fiscally accountable to the Organization and, accordingly, have not 
been included in the accompanying consolidated and combined 
financial statements.

Use of estimates
The preparation of the consolidated and combined financial 

statements in conformity with accounting principles generally 
accepted in the United States of America (“GAAP”) requires 
management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and the disclosure of 
contingent assets and liabilities at the date of the consolidated 
financial statements, as well as the reported amounts of revenues 
and expenses during the reporting period. Actual results could 
differ from those estimates.

Fair value
Pursuant to the accounting guidance for fair value measurements 

and its subsequent updates, fair value is defined as the price 
that would be received from selling an asset or paid to transfer 
a liability in an orderly transaction between market participants 
at the measurement date. When determining the fair value 
measurements for assets and liabilities required or permitted to 
be recorded at fair value, the Organization considers the most 
advantageous market in which it would transact, and it considers 
assumptions that market participants would use when pricing the 
asset or liability.

A financial instrument’s level within the fair value hierarchy is 
based on the lowest level of any input that is significant to the 
fair value measurement; however, the determination of what 
constitutes observable requires significant judgment. The fair 
value hierarchy is broken down into three levels based on the 
transparency of inputs as follows: 

Level 1 - Quoted prices (unadjusted) in active 
markets for identical assets or 
liabilities.

Level 2 - Quoted prices, other than quoted 
prices included in  Level 1, that are 
observable for the assets or liabilities,  
either directly or indirectly.

Level 3 - Inputs that are unobservable for the 
assets or liabilities.

In instances where the determination of the fair value 
measurement is based on inputs from different levels of the fair 
value hierarchy, the fair value measurement will fall within the 
lowest level input that is significant to the fair value measurement 
in its entirety.

Concentration of credit risk
Certain financial instruments, primarily cash, cash equivalents 

and investments, subject the Organization to credit risk. The 
Organization maintained cash balances (non-interest-bearing) in 
2017 and 2016 at a financial institution in excess of the federally 
insured limit; however, the Organization has not experienced any 
losses in such accounts and believes that it is not exposed to any 
significant credit risk on cash and cash equivalents. With respect to 
investments, concentration is limited through the diversification of 
the portfolio. As of 31 December 2017 and 2016, the Organization 
maintained 11% and 12%, respectively, of its investment balance 
in one mutual fund, an actively managed enhanced cash strategy 
which invests primarily in high-quality money market instruments 

and short-term fixed income securities, diversified across nearly 
1,200 individual holdings. The fund may also invest in a wide 
range of non-money market securities, which tend to be less 
liquid, more volatile and carry greater risk than money market 
securities, and its investment objective can best be described as 
conservative income. In addition, as of 31 December 2017 the 
Organization maintained 22% of its investment balance in a single 
mutual fund, an index fund designed to replicate the performance 
of the S&P 500 index. As an index fund, its goal is to maintain 
a level of broad diversification consistent with its target index, 
whose constituent components include approximately 500 stocks 
capitalization weighted across a variety of industry sectors.
Cash and cash equivalents

Cash and cash equivalents consist primarily of non-interest-
bearing deposits with maturity dates of three months or less at 
the time of purchase to be used for operating purposes. These 
deposits are carried at cost, which approximates fair value.
Investments

Investments, other than money market funds and interest-
bearing deposits, are reflected in the accompanying consolidated 
and combined financial statements at fair value according 
to GAAP. Investment gains and losses include net realized 
and unrealized gains and losses and are reflected in the 
accompanying consolidated and combined financial statements 
as non-operating activities, while interest income and dividends 
are considered operating revenue.

Accounts receivable 
Accounts receivable are due within 30 days, or as otherwise 

agreed-upon, and are stated at amounts due from customers 
net of an allowance for doubtful accounts. Accounts outstanding 
longer than the contractual payment terms are considered past 
due. The Organization determines its allowance for doubtful 
accounts by considering a number of factors, including the 
length of time that trade accounts receivable are past due, the 
Organization’s loss history, the customer’s current ability to 
pay its obligation to the Organization, and the condition of the 
general economy and the industry as a whole. The Organization 
writes off accounts receivable when they become uncollectible, 
and payments subsequently received on such receivables are 
credited to the allowance for doubtful accounts.
Inventory

Inventory consists of study aids and other publications printed 
for the Organization for sale to its members and interested outside 
parties. In addition, there are ISACA-branded materials held in the 
online storefront, available to its Chapters for purchase. Inventory 
is valued at the lower of cost or market, with cost determined 
by the average cost method. Provisions for obsolete items are 
based on estimated future usage as related to quantities of stock 
on hand.

Fixed assets
Fixed assets are carried at cost. Depreciation is computed using 

the straight-line method. The estimated useful lives of the related 
assets range from two to ten years. Leasehold improvements 
are amortized using the straight-line method over the shorter 
of the lease terms or their estimated useful lives. Depreciation 
expense totaled $1,390,324 and $1,988,179 for the years ended 
31 December 2017 and 2016, respectively.
Net assets

Net assets, revenues, expenses, gains and losses are classified 
based on the existence or absence of donor-imposed restrictions 
using the following classifications:
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Unrestricted - Represents unrestricted resources available for 
support of daily operations and contributions received with no 
donor restriction. The Board may designate certain net assets 
for a particular function or activity.

Temporarily restricted - Represents resources for which use has 
been temporarily restricted by the contributor. When a donor 
restriction has been satisfied by incurred expenses consistent 
with the designated purpose, temporarily restricted net assets 
are reclassified to unrestricted net assets for reporting of related 
expenses.

Permanently restricted - Represents resources that are subject 
to restrictions of gift instruments requiring that the principal be 
invested and maintained in perpetuity. The income generated 
from these funds is classified based on the terms of the gift 
instruments.

Deferred rent
For lease agreements that provide for predetermined fixed 

escalations of the minimum rent or free rent occupancy periods, 
the Organization recognizes rent expense on a straight-line basis 
over the non-cancelable lease term and option renewal periods 
where failure to exercise such options would result in an economic 
penalty in such amount that renewal appears, at the inception of 
the lease, to be reasonably assured. The lease term commences 
on the date that the Organization takes possession of or controls 
the physical use of the property. 

Revenue recognition 
Revenues received by the Organization consist primarily of 

annual membership dues and new member fees; examination, 
annual maintenance fees and other fees for CISA, CISM, CGEIT, 
CRISC and CSX-P programs; attendance fees for educational 
conferences; the sale of advertising space; charges for various 
publications; sponsorships and contributions; and license fees. 
Membership dues and annual maintenance fees for CISA, CISM, 
CGEIT and CRISC are recognized as revenue in the applicable 
period. New member fees are recorded in the period in which the 
membership application is processed, with chapter membership 
dues collected by the Association recorded as a liability until 
remitted to the chapters. The Organization recognizes unrestricted, 
restricted and endowment contributions in accordance with donor 
restrictions in the period in which the commitment for support is 
obtained, with other revenues being recognized in the period in 
which the goods or services are provided. Unearned dues, fees 
and subscriptions are classified as deferred revenues.

The Company generates revenue from six main sources: 
licensing fees, usage fees, industry support and consulting 
revenue, course and direct training revenue, product sponsorship, 
and conference attendance. The Company recognizes licensing 
fees related to materials provided for courses and services 
ratably over the term of the annual license agreement based 
upon each partner’s anniversary date with the Company. Usage 
fees are recognized as the number of appraisals completed by 
licensed appraisers or the number of seats for courses taught 
by licensed instructors is reported from the partner community 
based on contractual rates. Industry support and consulting 
revenue is recognized as services are delivered. Revenue is 
recognized from courses and direct training at the completion of 
a direct training course or available delivery of an online course. 
Sponsorship revenue is recognized ratably over the term of the 
service agreement entered into with the sponsoring organization. 

Conference attendance revenue is recognized upon completion 
of the hosted conference events. Revenue is recognized when 
persuasive evidence of an arrangement exists, ratable delivery 
has occurred, the fee is determinable, and collectability is 
probable.

Promotion and advertising costs
Promotion and advertising costs are expensed as incurred. 

Total promotion and advertising costs were $6,277,347 and 
$6,552,431 for the years ended 31 December 2017 and 2016, 
respectively.

Note 3 - Investments
The following table presents information about the 

Organization’s investments. Money market funds and interest-
bearing deposits are stated at cost. Investments, which are based 
on quoted market prices in active markets and therefore classified 
as Level 1, include actively listed mutual funds and exchange-
traded funds.
Investments at 31 December 2017 and 2016 consisted of the 
following:

2017 2016
Mutual funds
Large cap  $ 17,045,493  $   6,746,901 
Mid cap   1,635,969   1,304,485 
Small cap   1,860,298   1,617,550 
International   11,401,119   6,837,477 
Fixed income   29,389,252   27,960,925 
Alternatives   4,883,574   4,520,457 
REIT   -     4,028,402 
Money market   688,816   5,516,205 
Total mutual funds  $ 66,904,521    58,532,402 

Exchange-traded funds
Large cap   -     6,955,629 
Mid cap   609,483   506,709 
Small cap   589,463   506,568 
International   5,083,504   6,321,179 
REIT   4,365,135   -   
Total exchange traded 
funds

  10,647,585   14,290,085 

Total investments  $ 77,552,106  $ 72,822,487 
 

The components of investments return for the years ended 31 
December 2017 and 2016 are as follows:

2017 2016
Interest and dividends  $ 1,823,613  $ 2,522,091 
Net realized and unrealized 
gains on investments

  6,995,014   55,374 

Total investment return  $ 8,818,627  $ 2,577,465 
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Note 4 - Accounts receivable
Accounts receivable consist of the following at 31 December 

2017 and 2016:
2017 2016

Trade receivables  $ 5,037,139  $ 4,904,442 
Less allowance for doubtful 
accounts 

  (179,165)   (265,904)

Accounts receivable, net  $ 4,857,974  $ 4,638,538 

Changes in the Organization’s allowance for doubtful accounts 
are as follows for the years ended 31 December 2017 and 2016:

2017 2016
Beginning balance  $ 265,904  $  13,800 
Bad debt expense (recovery)   234,607   361,872 
Accounts written off   (321,346)   (109,768)
Ending balance  $  179,165  $ 265,904 

Note 5 - Intangible assets
The Company incurred new product development costs that were 

capitalized as of 31 December 2017. In connection with the prior 
year acquisition of the Company, certain intangible assets arose. 
Intangible assets as of 31 December 2017 and 2016 consist of  
the following:

Amortization 
period

Gross 
carrying 
amount

Accumulated 
amortization

Net carrying 
amount 
as of 31 

December 
2017

Customer  
relationships

14 years  $  900,000  $ (117,858)  $  782,142 

Intellectual  
property

14 years   2,600,000   (340,476)   2,259,524 

Trade  
names

7 years   270,000   (70,714)   199,286 

Product 
development

5 years   2,015,346   -     2,015,346 

  $ 5,785,346  $ (529,048)  $ 5,256,298 

Amortization 
period

Gross 
carrying 
amount

Accumulated 
amortization

Net 
carrying 
amount 
as of 31 

December 
2016

Customer 
relationships

14 years  $  900,000  $  (53,571)  $  846,429 

Intellectual 
property

14 years   2,600,000   (154,762)   2,445,238 

Trade names 7 years   270,000   (32,143)   237,857 

  $ 3,770,000  $  (240,476)  $ 3,529,524 

Amortization expense was $290,405 and $240,476 for the years 
ended 31 December 2017 and 2016, respectively. Estimated 
amortization expense for each of the ensuing years through 31 
December 2022 and thereafter is as follows:

Year Amount
2018  $ 590,873 
2019   691,640 
2020   691,640 
2021   691,640 
2022   691,640 
Thereafter   1,898,865 

Total  $ 5,256,298 

Note 6 - Margin loan
During 2014, ISACA entered into a margin loan agreement 

with Charles Schwab, in which Charles Schwab agreed to loan 
funds to ISACA based upon its investment balance with Charles 
Schwab. In accordance with the agreement in place, ISACA can 
draw up to 35% of the investment balance, at an interest rate 
of one month LIBOR plus 0.75%. As of 31 December 2017, the 
interest rate charged was 2.31%, and the outstanding balance 
on the loan was $8,500,000, which is included in other liabilities 
on the accompanying consolidated and combined statements of 
financial position.

Note 7 - Board-designated net assets
The Association’s Board of Directors and the Institute’s Board 

of Trustees designate a portion of the Organization’s unrestricted 
net assets for contingency purposes in order to protect the 
Organization against unforeseen global events and economic 
downturn. The designated amount based on a three-year average 
of operating expenses total $47,245,570 as of 31 December 
2017. As of 31 December 2016, the designated amount was 
$43,821,432. These funds, while designated for the purposes 
noted above, are categorized within unrestricted net assets.

Note 8 - Net assets released from restrictions 
During 2017 and 2016, net assets were released from 

restrictions to satisfy the following purposes:

2017 2016
Research  $                 -    $            573 
COBIT   1,000   500 
Cybersecurity   -     6,000 
Endowment appropriation  
for expenditure 

  9   9 

Ending balance  $         1,009  $     7,082

Note 9 - Permanently restricted net assets 
Permanently restricted net assets are restricted as investments 

in perpetuity. The Organization’s endowment consists only of 
donor-restricted endowment funds. Net assets associated with 
the Organization’s endowment funds are classified and reported 
based on the existence of donor-imposed restrictions. There 
are no donor restrictions on the earnings of the Organization’s 
endowment funds.
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The Organization accounts for endowment net assets by 
preserving the fair value of the original gift as of the gift date of the 
donor-restricted endowment fund absent explicit donor stipulations 
to the contrary. As a result, the Organization classifies the original 
value of the gifts donated to the permanent endowment as 
permanently restricted net assets. All earnings on the endowment 
funds are temporarily restricted until appropriated for current-year 
operating expenses as allowed by the donor.

As of 31 December 2017 and 2016, endowment assets include 
only those assets of donor-restricted funds that the Organization 
must hold in perpetuity. The Organization does not have any 
Board-designated endowment funds. The Organization’s Finance 
Committee meets on a regular basis to ensure that the objectives 
of the Organization’s investment policy are being met, and that the 
investment approach used to meet the objectives is in accordance 
with the investment policy approved by the Board of Directors. 
Under this policy, the endowment assets are invested in a manner 
that is intended to provide adequate liquidity and maximize returns 
on funds invested. Interest and dividends earned on endowment 
funds are appropriated for current-year operating expenses.

During 2017 and 2016, the Organization had the following 
endowment-related activities:

 Temporarily 
restricted 

endowment 
funds 

Permanently 
restricted  

endowment 
funds 

Total 
endowment 

funds 

Endowment net assets,  
1 January 2016

 $                 -    $ 41,111  $ 41,111 

Interest and dividends   9   -     9 
Appropriation of 
endowment assets for 
expenditure 

  (9)   -     (9)

Total change in 
endowment net 
assets

  -     -     -   

Endowment net assets,  
31 December 2016

  -     41,111   41,111 

Interest and dividends   9   -     9 
Appropriation of 
endowment assets for 
expenditure

  (9)   -     (9)

Total change in 
endowment net 
assets

  -     -     -   

Endowment net 
assets,  
31 December 2017

 $                -    $ 41,111  $ 41,111

Note 10 - Related-party transactions
As a service to the chapters, the Association includes the 

amount of individual chapter dues with its annual billing and remits 
to the chapters amounts collected on their behalf. The balances 
of $2,555,275 and $2,708,482 at 31 December 2017 and 2016, 
respectively, are reflected in accounts payable and accrued 
expenses and represent the unremitted portion of dues collected 
for individual chapters. During 2017, chapter dues collected 
and remitted totaled $4,428,042 and $4,581,249, respectively.  
During 2016, dues collected and remitted totaled $5,134,465 and 
$4,801,395, respectively.

Note 11 - Leases
The Association has an office facility operating lease, which 

requires monthly payments comprised of rent, property taxes, pro 
rata share of common operating expenses and insurance. On 21 
July 2014, the Association signed an amendment to the lease 
agreement, which went into effect on 1 April 2015. The lease 
term was extended through 30 November 2022 with an option to 
terminate the lease on 31 July 2018 as long as written notice was 
provided to its Landlord by 1 August 2017. On 13 October 2016, 
the Association signed an amendment to the lease agreement for 
additional space in the building which went into effect 1 November 
2016. On 20 July 2017, the Association provided written notice to 
its Landlord exercising its right to terminate its lease effective 31 
July 2018.  The Association entered into a new lease agreement 
with a different Landlord which will have its first monthly payment 
on 1 April 2019. The Association also rents office equipment 
under two non-cancelable capital leases and one non-cancelable 
operational lease with initial lease terms in excess of one year, 
the liability for which is included in accounts payable and accrued 
expenses in the statements of financial position.

The Company entered into a non-cancelable operating lease 
commencing on 1 October 2012 for office space with a term 
ending 30 November 2018. In connection with the lease, the 
Company incurred certain leasehold improvement costs that 
are included in office equipment and are being amortized over 
the shorter of the lease term or the estimated useful life of the 
improvements, which range from six to ten years.

Rent expenses under these leases for the years ended 31 
December 2017 and 2016 totaled $1,102,504 and $923,946, 
respectively.

As of 31 December 2017, the minimum future rentals payable 
for the next five years and thereafter under these non-cancelable 
lease commitments are as follows:

Years ending 
31 December

 Office 
equipment 

Facility Total

2018  $  27,700  $  1,391,020  $    1,418,720 
2019   27,700   688,300   716,000 
2020   17,800   934,700   952,500 
2021   -     957,400   957,400 
2022   -     980,000   980,000 
Thereafter   -     6,636,400   6,636,400 

 $ 73,200    $11,587,820  $ 11,661,020

Note 12 - Income taxes 
The Association and the Institute have received favorable 

determination letters from the Internal Revenue Service stating that 
they are exempt from federal income taxes under Section 501(a) 
of the Internal Revenue Code of 1986 (“IRC”), as organizations 
described in Sections 501(c)(6) and 501(c)(3), respectively, 
except for income taxes pertaining to unrelated business income. 
Management has determined that there are no material uncertain 
positions that require recognition in the financial statements. As 
of 31 December 2017, the Association and the Institute did not 
recognize any interest or penalties associated with tax matters. 
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IEI accounts for income taxes pursuant to the asset and liability 
method which requires deferred income tax assets and liabilities 
to be computed annually for temporary differences between the 
financial statement and tax bases of assets and liabilities that 
will result in taxable or deductible amounts in the future based 
on enacted tax laws and rates applicable to the periods in which 
the temporary differences are expected to affect taxable income. 
Valuation allowances are established when necessary to reduce 
deferred tax assets to the amount expected to be realized. As of 31 
December 2017 and 2016, IEI has deferred taxes of approximately 
$112,000 and $333,000, respectively, which arise primarily from 
net operating loss carryforwards for federal and state income tax 
purposes of approximately $285,000 and $850,000, respectively. 
Due to the uncertainty of the realization of the deferred tax assets, 
a full valuation allowance has been provided.

The Company is organized as a single member limited liability 
company and, as such, is treated as a partnership for federal 
and state income tax purposes. A partnership is not a tax paying 
entity for federal or state income tax purposes. Income or loss of 
a limited liability company is reported in the individual income tax 
returns of its member, IEI.

The Association’s, the Institute’s, and the Company’s federal 
and state income tax returns prior to 2014 are closed, and 
management continually evaluates expiring statutes of limitations, 
audits, proposed settlements, changes in tax law and new 
authoritative rulings.

Note 13 - Employee benefit plan
The Association and the Company maintain a defined contribution 
retirement plan for qualified employees. Participation in the plan 
is optional. The Association will match the first 5% contributed by 
the employee. The contributions to the plan for the years ended 
31 December 2017 and 2016 were $1,087,561 and $1,049,391, 
respectively.

Note 14 - Disaster relief contribution
During 2017, ISACA chapters, members, CISAs, CISMs, CGEITs 
and CRISCs were affected by local disaster. Given the long-time 
support of these chapters, members and certified individuals, 
the Association contributed $10,000 in 2017 to the American 
Red Cross on behalf of those affected by hurricane Harvey 
that devastated the southern region of the United States. No 
contributions were made to disaster reliefs in 2016. 

Note 15 - Contingencies
ISACA is engaged in an arbitration claim that is pending, related 
to a revenue-sharing agreement entered into during 2014. At 31 
December 2017, based on information received from the law firm 
representing ISACA in this matter, no reasonable estimate of 
liability, if any, can be assessed at this time.

Note 16 - Subsequent events
The Organization evaluated subsequent events through 23 April      
2018, the date that the consolidated and combined financial 
statements were available to be issued. The Organization is not 
aware of any subsequent events other than noted below that 
would require recognition or disclosure in the consolidated and 
combined financial statements.


