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CENTERED ON YOUR SUCCESS

Independent Auditors’ Report

To the Board of Directors

The Washington Center for Internships and Academic Seminars
Washington, D.C.

Report on the Financial Statements

We have audited the accompanying financial statements of The Washington Center for Internships
and Academic Seminars (the Center) a nonprofit organization, which comprise the statement of
financial position as of December 31, 2018, and the related statements of activities, functional
expenses, and cash flows for the year 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. 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 auditors’ 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 auditors consider 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 the Center, as of December 31, 2018, and the changes in its net assets and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

COUNCILOR, BUCHANAN & MITCHELL, P.C. — CPAs AND BUSINESS ADVISORS
www.cbmcpa.com | (F) 301.986.0432
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To the Board of Directors
The Washington Center for Internships and Academic Seminars

Emphasis of Matter

As discussed in Note 3 of the financial statements, the Center adopted the Financial Accounting
Standards Board’s (FASB) Accounting Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic
958): Presentation of Financial Statements of Not-for-Profit Entities. Our opinion is not modified with respect
to this matter.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards, is presented for purposes of additional analysis and is not a required part of the
financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly
stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 30, 2019,
on our consideration of The Washington Center for Internships and Academic Seminars’ internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering The Washington Center for Internships and Academic Seminars’
internal control over financial reporting and compliance.

& orncitin, Buiharan < WHlell 2C.

Bethesda, Maryland Certified Public Accountants
May 30, 2019



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2018

Assets

Current Assets

Cash and Cash Equivalents

Investments

Accounts Receivable (Net of Allowance for Doubtful
Accounts of $194,731)

Promises to Give (Net of Allowance for Uncollectible
Promises of $13,205)

Prepaid Expenses

Total Current Assets

Noncurrent Assets
Security Deposits
Promises to Give - Long-Term Portion
Property and Equipment (Net of Accumulated
Depreciation of $10,329,420)

Total Noncurrent Assets

Total Assets

Liabilities and Net Assets

Current Liabilities
Accounts Payable and Accrued Expenses
Refundable Advances
Deferred Revenues - Internship Program and Housing Fees
Loans Payable - Current Portion

Total Current Liabilities

Long-Term Liabilities
Interest Rate Swap Obligation
Loans Payable, Less Unamortized Loan Issuance Costs

Total Long-Term Liabilities
Total Liabilities

Net Assets
Without Donor Restrictions
With Donor Restrictions

Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Financial Statements.

$ 2,624,685
2,298,878

2,475,552

349,457

314,364

8,062,936

205,773
47,014

40,001,894
40,254,681

S 48317617

$ 1,707,975
428,120
306,485

902,695

3,345,275

105,048

35,695,459
35,800,507

39,145,782

6,864,578

2,307,257
9,171,835

$ 48,317,617



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2018

Operating Revenues and Support
Internship Program and Housing Fees
Less Financial Assistance

Paid Placements and Grants
Contributions
Miscellaneous Revenue

Net Assets Released from Restrictions

Total Operating Revenues and Support

Operating Expenses
Program Services
Supporting Services
General and Administrative
Fundraising

Total Supporting Services
Total Operating Expenses
Changes in Net Assets from Operations

Nonoperating Gains
Change in Fair Value of Interest Rate

Swap Agreement

Investment Income

Total Nonoperating Gains
Changes in Net Assets
Net Assets, Beginning of Year

Net Assets at End of Year

See accompanying Notes to Financial Statements.

‘Without Donor ‘With Donor

Restrictions Restrictions Total
$ 14,569,036 $ - $ 14,569,036
(1,610,054) - (1,610,054)
12,958,982 - 12,958,982
6,392,195 - 6,392,195
839,609 380,455 1,220,064
32,284 - 32,284
20,223,070 380,455 20,603,525
1,244,831 (1,244,831) -
21,467,901 (864,376) 20,603,525
16,599,783 - 16,599,783
4,470,474 - 4,470,474
317,304 - 317,304
4,787,778 - 4,787,778
21,387,561 - 21,387,561
80,340 (864,376) (784,036)
96,061 - 96,061
25,388 - 25,388
121,449 - 121,449
201,789 (864,376) (662,587)
6,662,789 3,171,633 9,834,422
$ 6,864,578 $ 2,307,257 $ 9,171,835




THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2018

Salaries and Benefits
Professional Fees
Tuition Expense
Interest Expense
Occupancy
Depreciation Expense
Travel and Meetings
Student Housing
Office Expenses
Stipends
Miscellaneous

Total

Supporting Services

Program General and

Services Administrative Fundraising Total
$ 5,871,051 $ 1,726,840 $ 131,946 $ 7,729,837
1,372,210 1,314,893 161,836 2,848,939
2,070,273 - - 2,070,273
1,548,954 48,592 3,471 1,601,017
462,032 919,910 - 1,381,942
1,193,911 96,277 6,877 1,297,065
1,279,238 82,362 12,054 1,373,654
964,685 - - 964,685
142,061 203,874 1,120 347,055
1,695,368 - - 1,695,368
- 77,726 - 77,726
$ 16,599,783 $ 4,470,474 $ 317,304 $ 21,387,561

See accompanying Notes to Financial Statements.



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2018

Cash Flows from Operating Activities
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to
Net Cash Provided by Operating Activities
Depreciation
Loan Issuance Cost Amortization
Gain on Interest Rate Swap Agreement
Net Realized and Unrealized Gains on Investments
Decrease in Assets
Accounts Receivable
Promises to Give
Prepaid Expenses
Security Deposits
Increase (Decrease) in Liabilities
Accounts Payable and Accrued Expenses
Deferred Revenues - Internship Program and Housing Fees
Refundable Advance

Net Cash Provided by Operating Activities
Cash Flows from Investing Activities
Purchases of Investments
Sales of Investments
Purchases of Property and Equipment

Net Cash Used in Investing Activities

Cash Flows from Financing Activities
Payments on Loans Payable

Net Cash Used in Financing Activities

Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

Supplementary Disclosure of Cash Flow Information
Cash Paid during the Year for Interest

See accompanying Notes to Financial Statements.

$  (662,587)

1,297,065

77,795
(96,061)
(19,494)

1,458,657
629,289
48,937
83,200

(81,681)
(1,209,992)
428,120

1,953,248

(2,013,077)
2,645,511
(1,051,941)

(419,507)

(844,569)

(844,569)

689,172
1,935,513

$ 2,624,685

$ 1,513,967



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

ORGANIZATION

The Washington Center for Internships and Academic Seminars (the Center) was incorporated
in Washington, D.C., in 1975. The Center was established to provide internship opportunities
and academic seminars to college students from across the country and around the world. The
Center is affiliated with more than 400 colleges and universities and places 1,250 to 1,600 interns
annually. The Center also hosts thousands of students annually in its seminar and convention
programs. Interns are placed in all sectors and most earn academic credit due to the rigorous
coursework, professional development, and civic engagement that compliments the internship.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The Center presents its financial statements on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America.

Financial Statement Presentation

The Center reports information regarding its financial position and activities according to two
classes of net assets:

Net Assets Without Donor Restrictions - Resources that are available for general operations
and resources designated by the Center’s board of directors for approved expenditures.

Net Assets With Donor Restrictions - Resources that are subject to donor-imposed restrictions;
temporary or permanent. Temporary restrictions are restrictions that expire either by passage
of time or fulfillment of purpose by actions of the Center. Permanent restrictions are those
restrictions that neither expire by passage of time nor fulfillment of purpose.

Use of Estimates

The presentation 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.

Cash and Cash Equivalents

The Center considers all highly liquid investments with maturities of three months or less, when
purchased, to be cash equivalents.

For purposes of the statement of cash flows, the Center excludes from cash and cash equivalents
certificates of deposit and money funds held for investment or restricted by purpose.

Investments

Equity securities are recorded at fair value based upon quoted market prices. Certificates of
deposit and money market funds are carried at cost, which approximates fair value. Gains and
losses are reported as nonoperating gains (losses) in the accompanying statement of activities.

-9.-



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Accounts Receivable

Accounts receivable are reported at their outstanding balances, reduced by an allowance for
doubtful accounts.

Management periodically evaluates the adequacy of the allowance for doubtful accounts by
considering the Center’s past receivables loss experience, known and inherent risks in the
accounts receivable population, adverse situations that may affect a debtor’s ability to pay, and
current economic conditions.

The allowance for doubtful accounts is increased by charges to bad debt expense and decreased
by charge offs of the accounts receivable balances. Accounts receivable are considered past
due based on management’s determination. Accounts receivable are charged off based on
management’s case-by-case determination that they are uncollectible.

Promises to Give and Support Recognition

Contributions, including unconditional promises to give, are recognized at fair value as support in
the period received. Promises to give that are expected to be received after one year are discounted
at an appropriate discount rate commensurate with the risks involved. An allowance for
uncollectible promises to give is provided based upon management’s judgment of potentially
uncollectible amounts. Bequests are recognized at the time an unassailable right to the gift has
been established and proceeds are measurable.

Revenues and support are reported as increases in net assets without donor restrictions, unless
use of the related assets is limited by donor-imposed stipulations. Expenses are reported as
decreases in net assets without donor restrictions. Expirations of net assets with donor
restrictions by fulfillments of the donor-stipulated purposes or by passage of the stipulated time
periods are reported in the statement of activities as net assets released from restrictions.

Refundable Advances
Refundable advances consist of drawdowns on contracts that were in excess of billings.
Tuition and Housing Fees

Tuition and housing fees revenue are recognized in the period the student takes residence and
begins their internship. Tuition and Housing is invoiced in the months prior to the student’s
internship and payments received prior to the internship are recorded as deferred revenue until
the student begins their internship.

Property and Equipment

Assets and major improvements purchased by the Center are stated at cost. The Center’s policy
is to capitalize purchases of property and equipment with useful lives of over one year and
costing $5,000 or more. Noncash contributions of property and equipment are recorded as
support at their estimated fair values at the dates of donation. In the absence of donor-imposed
restrictions on the use of assets, contributions of long-lived property and equipment are recorded

-10 -



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property and Equipment (Continued)

as unrestricted support. Contributions of assets restricted to purchase or construct long-lived
assets are recorded as restricted support, and the restrictions are released when the purchases are
made or construction is completed. Depreciation expense is computed using the straight-line
method over the estimated useful lives of the property and equipment as follows:

Buildings 39 Years
Furniture and Equipment 5-10 Years
Software 2-13 Years

Total depreciation expense amounted to $1,297,065 for year ended December 31, 2018.
Allocated Expenses

Expenses by function have been allocated by management among program services, general and
administrative, and fundraising classifications on the basis of direct and indirect expense
relationships. General and administrative expenses also include those expenses that are not
directly identifiable with any other specific function but provide for the overall support and
direction of the Center.

Income Taxes

The Center is exempt from income taxes under the provisions of Section 501(c)(3) of the Internal
Revenue Code, except for income taxes on unrelated business income activities. Through
December 31, 2018, the Center did not engage in any unrelated business income activities. As
of December 31, 2018, the Center’s federal and state annual information returns filed with the
Internal Revenue Service and the District of Columbia remain open to examination generally
for three years after they were filed.

Uncertain Tax Positions

The Center follows the Financial Accounting Standards Board Accounting Standards
Codification (FASB ASC), which provides guidance on accounting for uncertainty in income
taxes recognized in the Center’s financial statements. The guidance prescribes a recognition
threshold and measurement attribute for the financial statement recognition and measurement
of a tax position taken or expected to be taken in a tax return, and also provides guidance on de-
recognition, classification, interest and penalties, accounting in interim periods, disclosure, and
transition. As of December 31, 2018, the Center had no uncertain tax positions that qualify for
either recognition or disclosure in its financial statements.

The Center’s policy is to recognize interest and penalties on tax positions related to its unrecognized
tax benefits in income tax expense in the financial statements. Through December 31, 2018, no
interest and penalties have been recorded.

-11 -



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

ADOPTION OF ACCOUNTING STANDARDS UPDATE 2016-14

In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting
Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial
Statements of Not-for-Profit Entities. The amendments in this ASU made 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’s liquidity, financial performance, and cash
flows. The ASU became effective for fiscal years beginning after December 15, 2017. The
Organization implemented this standard effective for its fiscal year ended December 31, 2018.
The changes required by the update have been applied retrospectively to all periods presented.
The following restatements and reclassifications of net assets were required:

ASU 2016-14 Classification

Without
Donor With Donor Total Net
Net Asset Classifications Restrictions Restrictions Assets
As Previously Presented
Unrestricted $ 6,662,789 $ - $ 6,662,789
Temporarily Restricted - 1,874,488 1,874,488
Permanently Restricted - 1,297,145 1,297,145
Total Net Assets as Previously Reported $ 6,662,789 $ 3,171,633 $ 9,834,422

LIQUIDITY AND AVAILABILITY OF RESOURCES

The Center’s cash flows have seasonal variations due to the timing of tuition and housing billings,
grants, and contributions. The Center manages its liquidity to meet general expenditures, liabilities
and other obligations as they become due. Excess cash flows not needed for day- to- day operations
are invested in certificates of deposit, money market accounts and government debt securities.

As of December 31, 2018, the following financial assets and liquidity sources were available for
general operating expenditures in the year ending December 31, 2019:

Financial Assets

Cash and Cash Equivalents $ 2,624,685
Accounts Receivable 2,475,552
Investments Available for Operating Purposes 1,001,733

Total Financial Assets Available within One Year 6,101,970

Other Liquidity Resources

Reserves with Berkadia 179,789
Available Line of Credit 2,000,000

Total Financial Assets and Liquidity Resources Available within One Year $ 8,281,759

CONCENTRATION OF CREDIT RISK

The Center maintains its cash at federally insured financial institutions. Accounts are insured
by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per institution. For the
year ended December 31, 2018, the Center had approximately $2,486,000 in deposits over the
federal deposit insurance limit.

-12 -



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

INVESTMENTS

The Center has invested in certificates of deposit, money market funds and government securities
with local financial institutions.

Investments consisted of the following at December 31, 2018:

Fair Value Cost
Money Market $ 13,487 $ 13,487
Certificates of Deposit 268,233 268,233
Government Debt Securities 2,017,158 2,003,333
Total Investments $ 2,298,878 $ 2,285,053

Total investment return was $25,388 for the year ended December 31, 2018. There were no
investment fees associated with these investments.

FAIR VALUE MEASUREMENTS

The Center has categorized its financial instruments based on a three-level fair value hierarchy
as follows:

Level 1 - values are based on quoted prices for identical assets in active markets.
Level 2 - values are based on quoted prices for similar assets in active or inactive markets.

Level 3 - values are based on unobservable inputs to measure fair value to the extent that
observable inputs are not available, thereby allowing for situations in which there is little, if any,
market activity for the asset or liability at the measurement date.

The fair value measurement objective is to determine an exit price from the perspective of a
market participant that holds the asset or owes the liability. Therefore, unobservable inputs
reflect the Center’s judgment about the assumptions that market participants would use in
pricing the asset or liability (including assumptions about risk). Unobservable inputs are
developed based on the best information available in the circumstances, which might include
the Center’s own data.

The Center’s assets and (liabilities) measured at fair value on a recurring basis at December 31, 2018,
are summarized below:

Level 1 Level 2 Level 3

Fair Value Inputs Inputs Inputs
Money Market $ 13,487 $ 13,487 $ - $ -
Certificates of Deposit 268,233 - 268,233 -
Government Debt Securities 2,017,158 - 2,017,158 -
Total Investments 2,298,878 13,487 2,285,391 -
Interest Rate Swap (105,048) - (105,048) -

Total Recurring Fair

Value Measurements $§ 2,193,830 $ 13,487 $ 2,180,343 $ -

The Center did not have any Level 3 investments as of December 31, 2018.

-13 -



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

9.

FAIR VALUES OF FINANCIAL INSTRUMENTS

The following methods and assumptions were used by the Center in estimating the fair values
of its financial instruments:

Cash and Cash Equivalents - The carrying amounts reported in the statement of financial position
approximate fair values because of the short maturities of those instruments.

Investments - The fair values of investments in marketable equity and debt securities are based
on quoted market prices.

Promises to Give - The carrying amounts of promises to give to be received in less than one year
approximate their fair values because of the short maturities of those financial instruments. The
fair values of promises to give to be received in more than one year are determined based on
future cash flows of promises to give expected to be collected, discounted to present value at
rates ranging from 2.48% to 2.46% at December 31, 2018.

Interest Rate Swap Obligation - Fair value is estimated by the commercial bank issuing the swap
agreement based on current market terms of swap agreements with similar durations and interest
rates.

Loans Payable - The carrying amounts of loans payable approximate fair values because those
financial instruments predominantly bear interest at variable rates that approximate current
market rates for loans with similar maturities and credit quality.

The estimated fair values of the Center’s financial instruments are as follows:

Assets (Liabilities)
Carrying Fair
Amount Value
Cash and Cash Equivalents $ 2,624,685 $ 2,624,685
Investments 2,298,878 2,298,878
Promises to Give 396,471 396,471
Interest Rate Swap Obligation (105,048) (105,048)
Loans Payable (36,598,154) (36,598,154)
ACCOUNTS RECEIVABLE
Accounts receivable at December 31, 2018, consisted of the following:
Grants and Contracts $ 1,978,943
Schools 440,420
Students 218,012
Other 32,908
Subtotal 2,670,283
Less Allowance for Doubtful Accounts (194,731)
Net $§ 2,475,552

-14 -



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

10. PROMISES TO GIVE

Promises to give, net of allowance for uncollectible promises and discount to present value, at
December 31, 2018, are summarized as follows:

Temporarily Permanently
Restricted Restricted Total
Gross Promises to Give Expected to be

Collected in Less than One Year $ 362,662 $ - $ 362,662
One to Five Years 50,000 - 50,000
Total 412,662 - 412,662
Less Allowance for Uncollectible Promises (13,205) - (13,205)
Discount to Present Value (2,986) - (2,986)

Net Promises to Give $ 396,471 $ - $ 396,471

Unconditional promises to give due in more than one year are reflected at the net present value
of estimated future cash flows using discount rates ranging from 2.48% to 2.46%.

11. PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

Land $ 11,416,217
Building 35,340,181
Furniture and Equipment 2,907,684
Software 667,232
Total 50,331,314
Less Accumulated Depreciation (10,329,420)
Net Property and Equipment $ 40,001,894

12. LOANS PAYABLE

Effective July 13, 2006, the District of Columbia (the District) issued $8,500,000 of Variable
Rate Demand Revenue Bonds, Series 2006 (Series 2006 Bonds), the proceeds of which were
loaned to the Center under a loan agreement with the District (2006 District Loan). Under the
loan agreement, the Center makes payments to the bond trustee, for deposit in a bond fund, of
any amounts of principal and interest that are due on the Series 2006 Bonds. The bond fund is
then used by the trustee to make payments due on the Series 2006 Bonds. The proceeds of the
2006 District Loan were used by the Center as follows:

a. The acquisition, renovation, furnishing, and equipping of land and an existing building
containing approximately 20,000 square feet located in Washington, D.C., for use as an
office, classroom, and “student union” type facility, together with at-grade parking spaces
and other property functionally related and subordinate thereto;

b. certain working capital expenditures;
capitalized interest;

d. any required deposit to a debt service reserve fund or other reserve fund;
-15-



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

12.

LOANS PAYABLE (CONTINUED)

e. certain eligible costs of issuing the 2006 District Loan; and
f. the cost of any 2006 District Loan issuance or other credit enhancement.

Payment of principal of and interest on the Series 2006 Bonds was secured by an irrevocable,
direct-pay letter of credit in the amount of $8,597,809 issued by a commercial bank in favor of
the Series 2006 Bonds trustee. The trustee was permitted to draw funds under the letter of credit
in amounts sufficient to pay the Series 2006 Bonds principal and interest due at a given point in
time and the purchase price of any Series 2006 Bonds rendered to the District by bondholders.

In July 2017, the District reissued the Series 2006 Bonds and proceeds of $7,035,000 were loaned
to the Center to refinance the Bonds originally issued.

The interest rate for the Series 2017 Bonds and related 2017 District Loan was 68% of 1-Month
LIBOR plus a spread of 1.97% per annum.

The Center obtained two loans representing $32,000,000 and used the proceeds to pay off the
2009 District Loan in May 2016. The interest rate is 4% over a 30 year period. Principal and
interest payable is $152,773 per month for 10 years, at which time the outstanding balance is
either due or needs to be refinanced by June 1, 2026. These new loans are secured by the first
Deed of Trust on the property known as “RAF” (1001 3™ Street, N.E., Washington, D.C.).

Long-term loans payable at December 31, 2018, consisted of:

Principal Amount $ 36,345,553
Less Unamortized Loan Issuance Costs 650,094
Long-Term Loan Payable, Net $ 35,695,459

The Center follows the authoritative GAAP guidance for the presentation of debt issuance cost and
related amortization. Debt issuance costs are reported on the statement of financial position as a
direct deduction from the face amount of debt.

The Center reflects amortization of debt issuance costs as interest expense.

The future maturities of long-term debt are as follows:

For the Years Ending December 31,

2019 $ 902,695
2020 943,065
2021 984,468
2022 1,026,947
2023 1,070,545
Thereafter 32,320,528
Total $ 37,248,248
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12.

13.

LOANS PAYABLE (CONTINUED)

Interest Expense

Interest cost incurred is as follows:

District Loans Interest $ 90,832
Interest under Swap Obligation 276,023
Loan and Leases Payable Interest 1,234,162

Total Interest Cost Incurred $ 1,601,017

INTEREST RATE SWAP AGREEMENT

In September 2006, the Center entered into an interest rate swap agreement to reduce the impact
of changes in the interest rate on its variable rate long-term debt (District of Columbia Loans).
As of September 2006, the Center’s interest rate swap agreement with a commercial bank had a
notional principal amount of $8,500,000. This agreement effectively changed the Center’s
interest rate exposure on $8,320,000 of its variable rate debt to a fixed rate of 3.895%.

Subsequently, the Center amended the swap agreement to lower the interest rate and extend the
term of the agreement. The amended agreement became effective as of September 1, 2010. As of
September 2010, the Center’s interest rate swap agreement with a commercial bank had a notional
principal amount of $8,320,000. This agreement effectively changed the Center’s interest rate
exposure on $8,320,000 of its variable rate debt to a fixed rate of 3.65%. In August 2017, the Center
amended its interest rate swap agreement. As of August 2017, the Center’s interest rate swap
agreement with a commercial bank had a notional principal amount of $7,035,000 and changed
its fixed rate to 3.945%. The interest rate swap agreement matures in August 2025.

The swap agreement was issued at market terms so that it had no value at inception. The
carrying amount of the swaps has been adjusted to their estimated fair value at the end of the
year, which, because of changes in interest rates, resulted in reporting a liability of $105,048 at
December 31, 2018, for the fair value of the future net payments forecasted under the swaps.

The market and credit risk associated with interest rate swaps are similar to those relating to
other types of financial instruments. Market risk is the exposure created by potential fluctuations
in interest rates and is directly related to this type of product. The Center has entered into this
swap to offset the variable interest rates on the debt and, therefore, does not anticipate significant
market risk arising from the swap. Credit risk is the exposure to nonperformance of another
party to the agreement. The Center believes it has mitigated credit risk by contracting with a
highly rated bank.
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14.

15.

NET ASSETS WITH DONOR RESTRICTIONS

The following is an analysis of restricted net assets at December 31, 2018:

Net Assets
Beginning Released and
Net Assets With Donor Restrictions Balance Contributions Reclassifications Total
Temporarily Restricted
Net Promises to Give - Restricted for Time $ 281,787  $ - $§ (138,133) § 143,654
Programs (Primarily Scholarships) 1,592,701 380,455 (1,106,698) 866,458
Total Temporarily Restricted 1,874,488 380,455 (1,244,831) 1,010,112
Permanently Restricted for Scholarships 1,297,145 - - 1,297,145

Total Net Assets With Donor Restrictions $ 3,171,633 $ 380,455 $ (1,244,831) $ 2,307,257

ENDOWMENT

The Center’s endowment consists of contributions established as donor-restricted endowment
funds. Net assets associated with this endowment fund are classified and reported based on the
existence of donor-imposed restrictions.

Investment Policy

The primary investment objective of the Endowment Fund is to produce a rate of total return
which will permit support for the General Operating Fund of the Center to the extent that is
consistent with the following: prudent management of investments, preservation of principal, and
potential for long-term asset growth. Under existing market conditions, we will seek investment
grades that are reasonable, but with the overarching factor that principal preservation is a greater
priority than targeted returns. We will adjust accordingly as the economy changes.

The income earned from these investments is primarily to fund perpetual scholarships as
designated by the donor(s) when the original gift was made. Some endowment gifts were not
directed and, in those cases, only, the Center will have discretion over how to utilize the interest
generated by those portions of the investments.

Performance will be monitored on a quarterly basis. For all funds held by the Center - the goal
is preservation. The funds available to the Center are not substantial enough to take any
extraordinary risks and thus preservation of principal over generating returns will be followed
until such time that the reserve funds grow where this philosophy must be altered.

Interpretation of Relevant Law

The Board of Directors of the Center has interpreted the District of Columbia’s 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 fund, absent explicit donor
stipulations to the contrary. As a result of this interpretation, the Center classifies as net assets with
donor restrictions (a) the original value of gifts donated to the permanent endowment, (b) the
original value of subsequent gifts to the permanent endowment, and (c) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added to the fund. In accordance with UPMIFA, the
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15.

16.

17.

ENDOWMENT (CONTINUED)

Center considers the following factors in making a determination to appropriate or accumulate
donor-restricted endowment funds:

(1) The long- and short-term needs of the Center in carrying out its purpose;
(2) The Center’s present and anticipated financial requirements;

(3) Expected total return on investments;

(4) Price level trends;

(5) General economic conditions.
Endowment Net Assets Analysis

Endowment net asset composition by type of fund at December 31, 2018, is as follows:

Without Temporarily Permanently

Restrictions Restricted Restricted Total
Donor-Restricted
Endowment Funds $ - $ - $ 1,297,145 $ 1,297,145

Changes in endowment net assets for the year ended December 31, 2018, are as follows:

Without Temporarily Permanently
Restrictions Restricted Restricted Total
Endowment Net Assets,

Beginning of Year $ - $ - $ 1,297,145 $ 1,297,145
Investment Return - 14,672 - 14,672
Contributions - - - -
Appropriation of Endowment

Assets for Expenditure - (14,672) - (14,672)
Endowment Net Assets,
End of Year $ - $ - $ 1,297,145 $ 1,297,145

RETIREMENT PLAN

The Center adopted a Safe Harbor 401(k) plan. Under the Safe Harbor provisions, the Center
will make a matching contribution equal to 100% of salary deferrals that do not exceed 3% of
compensation, plus 50% of salary deferrals between 3% and 5% of compensation. These Safe
Harbor matching contributions will be fully vested when made. Matching expense for the year
ended December 31, 2018, was $184,646.

OPERATING LEASES
The Center entered into various operating leases for housing for students.

The terms of the leases for student housing approximate one year in length and total rental expense
was $720,631 for the year ended December 31, 2018. These leases are negotiated annually and
supplement, when required, the housing available at the Center’s RAF. The terms and provisions
of these leases vary but in all cases are based upon market rates and conditions.

-19-



THE WASHINGTON CENTER FOR INTERNSHIPS AND ACADEMIC SEMINARS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018

18.

19.

CONTINGENCIES

Federal Funding

The Center receives program funding from the federal government that is subject to audit and
adjustment by the awarding agencies. Although the Center does not expect any adjustments,
any such adjustments could be material to the financial statements.

Intention to Give

The Center has been notified that a donor intends to bequeath approximately $500,000 to the
Center through the donor’s estate.

Bequests included in wills are intentions to give, yet the donor has the right to modify or change
the will. Bequests are not recorded in the financial statements until they are legally enforceable.

SUBSEQUENT EVENTS

The Center has evaluated subsequent events through May 30, 2019, the date on which the
financial statements were available to be issued.
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