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Independent Auditor’s Report 
 
 
To the Board of Directors 
Center for a New American Security Inc. 
 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of Center for a New American Security Inc. 
(CNAS), which comprise the statements of financial position as of September 30, 2017 and 2016, the 
related 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 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 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 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 financial statements are free from material misstatement. 
  
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the 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 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 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 financial statements referred to above present fairly, in all material respects, the 
financial position of Center for a New American Security Inc. as of September 30, 2017 and 2016, and the 
changes in its net assets and its cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 

 
Washington, D.C. 
March 29, 2018
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Center for a New American Security Inc.

Statements of Financial Position

September 30, 2017 and 2016

2017 2016

Assets

Current assets:

Cash and cash equivalents 4,674,433  $       4,835,209  $       

Accounts receivable, net of allowance 784,764              1,091,604           

Contributions receivable, current portion 1,584,144           1,240,400           

Prepaid expenses 111,939              165,430              

Total current assets 7,155,280           7,332,643           

Restricted cash 3,007,172           -                      

Contributions receivable, net of current portion and discount 543,757              357,459              

Property and equipment, net 777,161              849,302              

Deposit 71,847                71,847                

Total assets 11,555,217  $     8,611,251  $       

Liabilities and Net Assets

Current liabilities:

Accounts payable and accrued expenses 279,267  $          203,664  $          

Accrued vacation and other liabilities 147,657              164,693              

Refundable advances 382,204              281,235              

Obligations under capital leases, current portion 30,404                14,071                

Total current liabilities 839,532              663,663              

Obligations under capital leases, net of current portion 48,157                19,177                

Deferred rent 715,008              731,644              

Total liabilities 1,602,697           1,414,484           

Commitments and contingencies (Notes 4, 5 and 8)

Net assets:

Unrestricted 2,081,055           2,828,436           

Temporarily restricted 7,871,465           4,368,331           

Total net assets 9,952,520           7,196,767           

Total liabilities and net assets 11,555,217  $     8,611,251  $       

See notes to financial statements.
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Center for a New American Security Inc.

Statements of Activities 

Years Ended September 30, 2017 and 2016

Temporarily Temporarily

Unrestricted Restricted Total Unrestricted Restricted Total

Support and revenue:

Contributions 2,890,992  $      6,075,848  $      8,966,840  $      4,761,626  $      5,826,375  $   10,588,001  $    

Contract revenue 3,557,761          -                    3,557,761          4,154,653          -                  4,154,653          

Contributed professional services 31,127              -                    31,127              77,399              -                  77,399              

Interest and other income 28                     7,172                7,200                1,330                -                  1,330                

Net assets released from restrictions 4,579,886          (4,579,886)        -                    2,780,843          (2,780,843)      -                    

Transfer of net assets (2,000,000)        2,000,000          -                    -                    -                  -                    

Total support and revenue 9,059,794          3,503,134          12,562,928        11,775,851        3,045,532       14,821,383        

Expenses:

Program services:

Defense, Strategy's and Assessment 1,562,016          -                    1,562,016          1,353,456          -                  1,353,456          

Transatlantic Security 1,241,574          -                    1,241,574          907,653             -                  907,653             

Outreach 949,318             -                    949,318             1,024,093          -                  1,024,093          

Asia / Pacific Security 939,845             -                    939,845             922,098             -                  922,098             

Technology and National Security 774,852             -                    774,852             625,784             -                  625,784             

Middle East Security 723,406             -                    723,406             728,114             -                  728,114             

Military Veterans and Society 549,957             -                    549,957             572,404             -                  572,404             

Energy, Economics and Security 499,770             -                    499,770             600,699             -                  600,699             

Future of Department of Defense 68,149              -                    68,149              39,599              -                  39,599              

Total program services 7,308,887          -                    7,308,887          6,773,900          -                  6,773,900          

Supporting services:

Management and general 1,715,133          -                    1,715,133          1,525,005          -                  1,525,005          

Fundraising 783,155             -                    783,155             946,748             -                  946,748             

Total supporting services 2,498,288          -                    2,498,288          2,471,753          -                  2,471,753          

Total expenses 9,807,175          -                    9,807,175          9,245,653          -                  9,245,653          

Change in net assets (747,381)           3,503,134          2,755,753          2,530,198          3,045,532       5,575,730          

Net assets:

Beginning 2,828,436          4,368,331          7,196,767          298,238             1,322,799       1,621,037          

Ending 2,081,055  $      7,871,465  $      9,952,520  $      2,828,436  $      4,368,331  $   7,196,767  $      

See notes to financial statements.

2017 2016
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Center for a New American Security Inc.

Statements of Cash Flows

Years Ended September 30, 2017 and 2016

2017 2016

Cash flows from operating activities:

Change in net assets 2,755,753  $          5,575,730  $          

Adjustments to reconcile change in net assets to net cash

provided by operating activities:

Depreciation and amortization  164,357                 166,990                 

Deferred rent (16,636)                 123,597                 

Loss from disposal of property and equipment  250                        11,031                   

Change in allowance for doubtful accounts  24,898                   -                        

Change in discount on contributions receivable (1,763)                   22,541                   

Contribution for term endowment (1,000,000)            -                        

Changes in assets and liabilities:

Decrease (increase) in:

Accounts receivable  281,942                 (306,716)               

Contributions receivable (528,279)               (937,400)               

Prepaid expenses  53,491                   (121,797)               

Increase (decrease) in:

Accounts payable and accrued expenses  75,603                   (310,587)               

Accrued vacation and other liabilities (17,036)                 (1,339)                   

Refundable advances  100,969                 (828,927)               

Net cash provided by operating activities  1,893,549              3,393,123              

Cash flows from investing activities:

Purchases of property and equipment (15,000)                 (111,696)               

Net cash used in investing activities (15,000)                 (111,696)               

Cash flows from financing activities:

Contribution for term endowment  1,000,000              -                        

Principal payments on obligations under capital lease (32,153)                 (30,360)                 

Net cash provided by (used in) financing activities  967,847                 (30,360)                 

Net increase in cash, cash equivalents and restricted cash  2,846,396              3,251,067              

Cash, cash equivalents and restricted cash:

Beginning 4,835,209          1,584,142          

Ending 7,681,605  $          4,835,209  $          

Supplemental disclosure of cash flow information:

Interest paid 5,124  $                 2,300  $                 

Supplemental schedule of noncash investing and financing activities:

Equipment acquired by capital lease 77,466  $               25,975  $               

Supplemental schedule of noncash operating and financing activities:

Restriction of previously unrestricted funds for term endowment 2,000,000  $          -$                      

See notes to financial statements.  
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Notes to Financial Statements 
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Note 1. Nature of Activities and Significant Accounting Policies 

Nature of activities: Center for a New American Security Inc. (CNAS), formed in December 2006, is a 
not-for-profit organization that is focused on national security policy development, research and analysis. 
CNAS is one of the nation’s preeminent think tanks on national security and defense policy. CNAS is 
seen as indispensable by policymakers, political candidates and members of Congress seeking concrete 
and compelling recommendations for strengthening America’s national security, ensuring the vitality and 
effectiveness of the U.S. military and using America’s power wisely and effectively. CNAS plays a central 
role in shaping and elevating the national security debate in the United States. CNAS also helps to 
develop the civilian professionals who will lead the nation’s defense and security apparatus in the future. 
 
CNAS’s mission is to develop strong, pragmatic and principled national security and defense policies that 
promote and protect American interests and values. Building on the deep expertise and broad experience 
of its staff and advisors, CNAS will engage policymakers, experts and the public with innovative, fact-
based research, ideas and analysis to shape and elevate the national security debate. As an independent 
and non-partisan research institution, CNAS will lead efforts to help inform and prepare the national 
security leaders of today and tomorrow. 
 
A summary of CNAS’s significant accounting policies follows: 
 
Basis of accounting: The financial statements are presented in accordance with the accrual basis of 
accounting, whereby unconditional support is recognized when received, revenue is recognized when 
earned, and expenses are recognized when incurred. 
 
Basis of presentation: The financial statement presentation follows the recommendations of the 
Financial Accounting Standards Board (FASB) Accounting Standards Codification (the Codification). As 
required by the Not-for-Profit Entities Topics of the Codification, Balance Sheet and Income Statement, 
CNAS is required to report information regarding its financial position and activities according to three 
classes of net assets: unrestricted, temporarily restricted and permanently restricted. At September 30, 
2017 and 2016, CNAS had no permanently restricted net assets. 
 
Financial risk: CNAS maintains its cash in bank deposit accounts, which at times, may exceed federally 
insured limits. CNAS has not experienced any losses in such accounts. CNAS believes it is not exposed 
to any significant financial risk on cash. 
 
Cash and cash equivalents and restricted cash: For financial statement purposes, CNAS considers all 
highly liquid debt instruments purchased with original maturities of ninety days or less to be cash 
equivalents. Restricted cash consist of amounts that are donor restricted for the term endowment fund. At 
September 30, 2017 and 2016, CNAS reported $4,674,433 and $4,835,209 of cash and cash equivalents 
in the statements of financial position and cash flows. At September 30, 2017 and 2016, CNAS reported 
$3,007,172 and $0 of restricted cash in the statements of financial position and cash flows. 
 
Accounts receivable: Accounts receivable are generated from conditional and unconditional grants and 
contracts that are expected to be collected in future years. The face amount of accounts receivable is 
reduced by an allowance for doubtful accounts, if needed. The allowance for doubtful accounts reflects 
the best estimate of probable losses determined principally on the basis of historical experience. All 
accounts or portions thereof that are deemed to be uncollectible or that require an excessive collection 
cost are written off to the allowance for doubtful accounts. The allowance for doubtful accounts, based on 
management’s evaluation of the collectability of receivables, was $24,898 and $0 at September 30, 2017 
and 2016, respectively. 



Center for a New American Security Inc. 
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Note 1. Nature of Activities and Significant Accounting Policies (Continued) 

Contributions receivable: Contributions receivable consist of unconditional promises to give that are 
expected to be collected in future years. Contributions receivable are reported as either temporarily or 
permanently restricted support unless explicit donor stipulations or circumstances surrounding the 
promise to give make clear the donor intended it to be used to support activities of the current period. 
Contributions receivable are recorded at the present value of their estimated future cash flows.  
 
The discounts on these amounts are computed using risk-adjusted rates applicable in the years in which 
those promises are received. Amortization of the discounts is included in contributions in the 
accompanying statements of activities. Contributions receivable are reviewed for collectability and a 
provision for uncollectible promises to give is recorded based on management’s judgment and analysis of 
the creditworthiness of the donors, past collection experience and other relevant factors. Management 
does not believe that any allowance for uncollectible promises to give is necessary as of September 30, 
2017 and 2016. 
 
Property and equipment: Property and equipment are recorded at cost and are depreciated using the 
straight-line method over the estimated useful lives, ranging from three to five years. All acquisitions 
greater than $500 with expected lives greater than one year are capitalized. Leasehold improvements are 
amortized over the lesser of the life of the asset or the related lease term. 
 
Deferred rent: CNAS leases office space in Washington, D.C. The lease agreement requires minimum 
annual rents, provides for an annual increase, includes a rent concession and provided for a tenant 
improvement allowance, all of which are required to be recognized ratably over the lease term in 
accordance with accounting principles generally accepted in the United States of America (U.S. GAAP). 
Accordingly, the amount of rent expense does not coincide with cash payments. This gives rise to a 
deferred rent liability, which is being amortized over the term of the lease and is recorded in the 
accompanying statements of financial position. 
 
Net assets: To ensure the observance of limitations and restrictions placed on the use of resources 
available to CNAS, its net assets and support have been classified into net asset groups based on the 
existence or absence of donor-imposed restrictions. The classes of net assets are as follows: 
 
Unrestricted: Represents resources of CNAS available to support general operations.  
 
Temporarily restricted: Represents resources that are subject to donor-imposed purpose or time 
restrictions.  
 
Support and revenue recognition: Unconditional contributions are recognized as support and revenue 
when they are received or unconditionally promised. CNAS reports such gifts as restricted support and 
revenues if they are subject to time or donor-imposed restrictions. Temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statements of activities as net assets released 
from restrictions when a stipulated time restriction ends, purpose restriction is accomplished, or both. 
 
Revenue is recognized on conditional contributions when the conditions have been met. This is typically 
when services have been provided and expenses incurred. Funds received in advance of services being 
provided and expenses incurred are reported as refundable advances in the accompanying statements of 
financial position.  



Center for a New American Security Inc. 
 
Notes to Financial Statements 
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Note 1. Nature of Activities and Significant Accounting Policies (Continued) 

Contract revenue is recognized on contracts as work is completed and as milestones are achieved. 
 
CNAS also receives tuition revenue for its fellows program. This revenue is recognized in the period 
earned and is reported as contract revenue on the statements of activities. Any payments received 
related to future periods are deferred. 
 
Contributed professional services: In the normal course of business, CNAS receives donated 
professional legal and consulting services. The fair value of the donated professional legal services was 
$31,127 and $74,898 for the years ended September 30, 2017 and 2016, respectively. The fair value of 
the donated professional consulting services was $0 and $2,501 for the years ended September 30, 2017 
and 2016, respectively. These services are recorded with offsetting revenue and expense amounts in the 
accompanying statements of activities. 
 
Functional allocation of expenses: Expenses have been summarized on a functional basis in the 
accompanying statements of activities. Accordingly, costs have been allocated among the program and 
supporting services directly benefited, or upon management’s estimate of the proportion of these costs 
applicable to each function. 
 
Use of estimates: The preparation of financial statements 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 support and revenue 
and expenses during the reporting period. Accordingly, actual results may differ from those estimates. 
 
Income taxes: CNAS is generally exempt from federal income taxes under the provisions of 
Section 501(c)(3) of the Internal Revenue Code. In addition, CNAS qualifies for charitable contribution 
deductions and has been classified as an organization that is not a private foundation. Income that is not 
related to exempt purposes, less applicable deductions, is subject to federal and state corporate income 
taxes. There was no net tax liability for unrelated business income tax at September 30, 2017 and 2016. 
 
Management has evaluated CNAS’s tax positions and has concluded that CNAS has taken no uncertain 
tax positions that require adjustments to the financial statements. 
 
Reclassifications: Certain items in the September 30, 2016, financial statements have been reclassified 
to conform to the September 30, 2017, financial statement presentation. The reclassifications had no 
effect on the previously reported net assets or change in net assets. 
 
New accounting standard adopted during 2017: In November 2016, the FASB issued Accounting 
Standards Update (ASU) No. 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash. ASU No. 
2016-18 requires that a statement of cash flows explain the change during the period in the total of cash, 
cash equivalents and amounts generally described as restricted cash or restricted cash equivalents. 
Therefore, amounts generally described as restricted cash and restricted cash equivalents should be 
included with cash and cash equivalents when reconciling the beginning-of-period and end-of-period total 
amounts shown on the statement of cash flows. This standard is effective for fiscal years beginning after 
December 15, 2018, and is required to be applied retrospectively for each year presented. Early 
application is permitted, but not required. CNAS has elected to early adopt ASU No. 2016-18 
retrospectively for the years ended September 30, 2017 and 2016.  
 



Center for a New American Security Inc. 
 
Notes to Financial Statements 
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Note 1. Nature of Activities and Significant Accounting Policies (Continued) 

Pending accounting pronouncements: In February 2016, FASB issued ASU No. 2016-02, Leases 
(Topic 842). The guidance in this ASU supersedes the leasing guidance in Topic 840, Leases. Under the 
new guidance, lessees are required to recognize lease assets and lease liabilities on the statement of 
financial position for all leases with terms longer than 12 months. Leases will be classified as either 
finance or operating, with classification affecting the pattern of expense recognition in the statement of 
activities. The new standard is effective for fiscal years beginning after December 15, 2019.  
 
In August 2016, the FASB issued ASU No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation of 
Financial Statements of Not-for-Profit Entities. The amendments in this ASU make improvements to the 
information provided in financial statements and accompanying notes of not-for-profit entities. The 
amendments set forth the FASB’s improvements to net asset classification requirements and the 
information presented about a not-for-profit entity’s liquidity, financial performance and cash flows. The 
ASU will be effective for fiscal years beginning after December 15, 2017. Earlier adoption is permitted. 
The changes in this ASU should generally be applied on a retrospective basis in the year that the ASU is 
first applied.  
 
In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606), 
requiring an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of 
promised goods or services to customers. The updated standard will replace most existing revenue 
recognition guidance in U.S. GAAP when it becomes effective and permits the use of either a full 
retrospective or retrospective with cumulative effect transition method. In August 2015, the FASB issued 
ASU No. 2015-14, which defers the effective date of ASU No. 2014-09 one year, making it effective for 
annual reporting periods beginning after December 15, 2018. CNAS has not yet selected a transition 
method and is currently evaluating the effect that the standard will have on the financial statements. 
 
Subsequent events: CNAS evaluated subsequent events through March 29, 2018, which is the date the 
financial statements were available to be issued. 
 

Note 2. Contributions Receivable 

Contributions receivable at September 30, are comprised of the following: 
 

2017 2016

Less than a year 1,584,144  $     1,240,400  $     

One to five years 568,061            380,000            

Gross promises to give and grants receivable 2,152,205         1,620,400         

Less discount (rate 3.5%) (24,304)             (22,541)             

2,127,901  $     1,597,859  $     
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Note 3. Property and Equipment 

At September 30, 2017 and 2016, property and equipment, recorded at cost, and related accumulated 
depreciation and amortization, consisted of the following: 
 

2017 2016

Office equipment and software 47,529  $          54,697  $          

Website 106,002            91,002              

Furniture and fixtures 93,913              65,989              

Equipment held under capital lease 103,441            120,982            

Leasehold improvements 815,732            815,732            

1,166,617         1,148,402         

Less accumulated depreciation and amortization (389,456)           (299,100)           

777,161  $        849,302  $        
 

 
Depreciation and amortization expense for the years ended September 30, 2017 and 2016, was 
$164,357 and $166,990, respectively. 
 

Note 4. Pension Plan 

CNAS established a 403(b) pension plan, whereby employees are eligible to participate immediately. 
Participants may elect to contribute a portion of their compensation within statutory limits and are fully 
vested in those contributions. CNAS contributes up to 4% of eligible employees’ compensation (safe 
harbor contributions) within statutory limits. Participants are fully vested in safe harbor contributions. 
Additionally, CNAS has the option of making a second discretionary non-elective contribution on behalf of 
eligible employees that becomes fully vested after three years of service. CNAS’s total pension expense 
was $202,683 and $186,852 for years ended September 30, 2017 and 2016, respectively, and no 
discretionary contributions were made during the years ended September 30, 2017 and 2016. 
 

Note 5. Leases 

CNAS has a non-cancellable operating lease agreement for office space through February 2024. The 
lease calls for annual escalations and a rent abatement. The lease also provided for tenant improvement 
allowances for a total of $398,680. 
 
Future minimum rental payments under the leases are as follows: 

Years ending September 30:

2018 607,797  $          

2019 632,101              

2020 657,361              

2021 683,630              

2022 711,005              

Thereafter 1,062,436           

4,354,330  $       

 
Rent expense is recorded on a straight-line basis. Deferred rent is recognized for the difference between 
the cash payments for rent and the recorded expense. Rent expense for the years ended September 30, 
2017 and 2016, was $567,788 and $565,029, respectively. 
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Note 5. Leases (Continued) 

CNAS also leases office equipment under capital leases ending on various dates through March 2021. 
CNAS records capitalized equipment leases at cost and depreciates the equipment over the related lease 
terms. The cost and carrying value of the capital leases were as follows at September 30, 2017 and 2016: 
 

2017 2016

Cost 103,441  $          120,982  $          

Less accumulated depreciation (27,159)               (92,448)               

 76,282  $            28,534  $            

 
Future payments under capital leases are as follows: 
 

Years ending September 30:

2018 34,604  $            

2019 34,604                

2020 13,394                

2021 2,965                  

85,567                

Less amount representing interest (7,006)                 

Present value of minimum lease payments 78,561  $            

 

Note 6. Related Party Transactions 

CNAS receives significant support in the form of contributions from Board of Directors’ members. 
During the years ended September 30, 2017 and 2016, Board members and organizations affiliated 
with Board members made contributions totaling $1,395,000 and $314,500, respectively. Subsequent 
to September 30, 2017, CNAS entered into an agreement with a Board of Director’s member for 
professional services to support completion of a program of CNAS. The agreement expires June 30, 
2018, and is for $160,000. 
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Note 7. Temporarily Restricted Net Assets 

Temporarily restricted net asset activity for the year ended September 30, 2017, consisted of the 
following: 
 

Balance  Balance

September 30, 2016 Additions Released September 30, 2017

Time restricted:

General operating support 949,459  $                978,738  $      (578,000)  $      1,350,197  $           

Term endowment -                           3,007,172       -                   3,007,172               

Purpose restricted:

Defense, Strategy's and Assessment 359,782                    375,000          (515,398)          219,384                  

Asia / Pacific Security 605,242                    363,819          (660,284)          308,777                  

Transatlantic Security 347,142                    710,018          (582,276)          474,884                  

Middle East Security 482,240                    350,000          (611,146)          221,094                  

Technology and National Security 426,291                    1,290,000       (682,181)          1,034,110               

Energy, Economics and Security 218,615                    675,000          (423,335)          470,280                  

Military Veterans and Society 879,042                    333,273          (477,379)          734,936                  

Future of Department of Defense 100,518                    -                  (49,887)            50,631                    

 4,368,331  $             8,083,020  $   (4,579,886)  $   7,871,465  $           
 

 

Temporarily restricted net asset activity for the year ended September 30, 2016, consisted of the 
following: 
 

September 30, 2015 Additions Released September 30, 2016

Time restricted:

General operating support 68,000  $                  1,058,459  $   (177,000)  $      949,459  $              

Purpose restricted:

Defense, Strategy's and Assessment 82,531                      503,250          (225,999)          359,782                  

Outreach -                           25,000            (25,000)            -                          

Asia / Pacific Security 212,184                    1,002,962       (609,904)          605,242                  

Transatlantic Security 65,309                      730,561          (448,728)          347,142                  

Middle East Security 25,000                      595,000          (137,760)          482,240                  

Technology and National Security 286,827                    677,626          (538,162)          426,291                  

Energy, Economics and Security 105,215                    230,000          (116,600)          218,615                  

Military Veterans and Society 359,558                    988,535          (469,051)          879,042                  

Future of Department of Defense 118,175                    14,982            (32,639)            100,518                  

 1,322,799  $             5,826,375  $   (2,780,843)  $   4,368,331  $           

 
The transfer of net assets on the statements of activities for $2,000,000 is the result of a matching 
contribution, from a board member, received and satisfied during the year ended September 30, 2017. 
The donor required CNAS to match the $1,000,000 contribution with an additional $2,000,000 all of which 
was to be restricted as a term endowment fund. See Note 9. 
 

Note 8. Lines of Credit 

CNAS had two lines of credit with separate banks for $100,000 and $500,000 at September 30, 2016. 
The line of credit for $100,000 was closed during the year ended September 30, 2017. The $500,000 line 
of credit is secured by the assets of CNAS and accrues interest at the Wall Street Journal prime rate plus 
1%. CNAS has various covenants to meet annually. CNAS was in violation of two of these covenants and 
received a waiver from the bank. There was no outstanding balance on either line at September 30, 2017 
and 2016.
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Note 9. Term Endowment 

In 2017, CNAS received a matching contribution that established a term endowment fund for the purpose 
of providing for unspecified long-term cash flow needs. Donor-restricted contributions made to the fund 
are temporarily restricted and gains are available to be appropriated for general operations when 
approved in a prudent manner by the Board of Directors. Withdrawals from the fund may be made only 
upon request of the CEO and approval by the Chairmen of the Board of Directors or the chair of the Audit 
Committee. Income from the fund may be allocated for the operations of CNAS if approved by the Board 
of Directors. As of September 30, 2017, the fund totaled $3,007,172, and is shown as restricted cash on 
the statements of financial position. 
 
Interpretation of the Relevant Law: CNAS has interpreted the District of Columbia Uniform Prudent 
Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the 
original gift as of the gift date of the donor-restricted endowment funds, absent explicit donor stipulations 
to the contrary. As a result of this interpretation, CNAS classifies as temporarily restricted net assets: (a) 
the original value of gifts donated to the endowment, and (b) the original value of subsequent gifts to the 
endowment. Accumulations of income to the endowment fund are classified as temporarily restricted net 
assets until appropriated for expenditure. In accordance with UPMIFA, CNAS considers the following 
factors in making a determination to appropriate or accumulate endowment funds: 
 

1. The duration and preservation of the fund; 
2. The purposes of the organization and endowment fund; 
3. General economic conditions; 
4. The possible effect of inflation and deflation; 
5. The expected total return from income and appreciation of investments; 
6. Other resources of the organization; and 
7. The investment policies of CNAS. 
 

Term endowment net assets composition by net asset class as of September 30, 2017: 
 

 
Unrestricted

Temporarily 

Restricted Total

Term endowment fund -$                  3,007,172  $     3,007,172  $     

Changes in the endowment fund net assets consisted of the following for the year ended September 30, 
2017: 

 
Unrestricted

Temporarily 

Restricted Total

Term endowment net assets, beginning of year -$                  -$                  -$                  

Contributions -                    3,000,000         3,000,000         

Interest income -                    7,172                7,172                

Term endowment net assets, end of year -$                  3,007,172$       3,007,172$       
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Note 9. Term Endowment (Continued) 

Funds With Deficiencies: From time to time, the fair value of assets associated with individual 
endowment funds may fall below the level that the donor or UPMIFA requires CNAS to retain as a fund. 
There were no such deficiencies as of September 30, 2017. 
 
Return Objectives and Risk Parameters: CNAS has adopted investment and spending policies for 
endowment assets with an emphasis on preservation of capital and income. Endowment assets include 
donor-restricted funds. Under this policy, as approved by the Board of Directors, the endowment assets 
are held as cash.  
 
Strategies Employed for Achieving Objectives: To satisfy its long-term objectives, CNAS focuses on 
the preservation of capital. CNAS currently maintains term endowment funds as cash.  
 
Spending Policy and How the Investment Objectives Relate to Spending Policy: Earnings and 
distributions from the funds held in the term endowment are to be reinvested until proper approvals for 
expenditures. Withdrawals of principal require explicit Board of Directors’ approval. The current objective 
is preservation of capital.  
 
 


