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On behalf of the board of directors, we are pleased to provide to the members and stakeholders of the National 

Association of Secondary School Principals (NASSP) this annual report for the 18-month period ending December 

31, 2016. This report demonstrates your association’s tradition of financial stewardship, which provides the financial 

foundation to support the mission and programs of NASSP.

As is our usual practice, the NASSP Board of Directors, through its audit committee, oversaw the audit process 

and received the audit report directly from our audit firm, Tate & Tryon. This year’s audit report again presents an 

unmodified, or clean, opinion. It is our desire that NASSP has an open and responsive governance structure. The 

financial transparency demonstrated throughout this report is one component of open and responsive governance.

In 2015, the board shifted NASSP’s fiscal year from July–June to the calendar year. This annual report, therefore, offers 

details for both the 12-month fiscal year ending June 30, 2016 (FY 2016) and the 6-month transition period ending 

December 31, 2016 (CY 2016). For the year ending December 31, 2016, our change in net assets from operating activities 

was $2,106,739. Contributions having temporary restrictions netted $3,463,398. In addition, our investments returned 

$634,175 and our defined benefit pension plans actuarial adjustment resulted in an increase of net assets by $559,565. 

These activities combined to increase net assets by $6,763,877.

The fiscal year was not the only important change at NASSP this year. With the sunset of NASSP’s two-year strategic 

plan, the board of directors adopted a new strategic intent designed to advance NASSP’s mission by renewing our 

understanding of the key stakeholder groups we serve. The professional lives of many of those stakeholders were affected 

by President Obama’s historic signing of the Every Student Succeeds Act, which included language encouraging states 

to set aside 3 percent of Title II funds specifically for principal development. On the student programs front, NASSP 

engineered the most extensive revision of the National Honor Society and National Junior Honor Society in their near-

century-long history. The Honor Your Future Now campaign sparked the creation of state summits across the nation, 

invigorated the college aspirations of middle school students with the Outstanding Achievement Award, and put NASSP 

on track to raise the NHS Scholarship fund to $2 million in the coming years. These expanded services are possible only 

with a sound infrastructure, built on strong financial liquidity, effectively managing expenses, and boosting revenues 

from operations.

As your representatives, we thank you for your continued support of NASSP and for your dedication and commitment as 

educational leaders to the students we all serve.

Sincerely,

JoAnn D. Bartoletti    Jayne Ellspermann

Executive Director     President and Board Chair
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Independent Auditor’s Report 

To the Board of Directors 
National Association of Secondary School Principals 

We have audited the accompanying financial statements of National Association of 
Secondary School Principals (NASSP), which comprise the statements of financial position 
as of June 30, 2016 and 2015, and 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 
audits to obtain reasonable assurance about whether the financial statements are free of 
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 NASSP’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
NASSP’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 National Association of Secondary School Principals as 
of June 30, 2016 and 2015, 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, DC 
November 2, 2016

INDEPENDENT AUDITORS’ REPORT
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National Association of Secondary School Principals  
 

   Statements of Financial Position 
 

See notes to the financial statements.  2 

June 30, 2016 2015

Assets
Cash and cash equivalents 12,535,658$  9,480,290$    
Investments 13,967,755    11,293,099    
Receivables 949,055        1,087,352     
Prepaid expense and other assets 478,874        509,328        
Inventory 469,174        475,163        
Property and equipment 2,622,726     2,954,327     

Total assets 31,023,242$  25,799,559$  

Liabilities and Net Assets
Liabilities

Accounts payable and accrued expenses 2,278,277$    2,391,933$    
Deferred revenue 8,302,009     7,554,777     
Note payable 1,809,762     1,883,137     
Postretirement healthcare benefits 1,579,255     1,382,491     
Pension benefits 1,776,392     1,185,382     
Supplemental executive retirement plan benefits 164,741        129,988        

Total liabilities 15,910,436    14,527,708    

Commitments and contingencies -                   -                   

Net assets 
Unrestricted 12,502,368    10,551,062    
Temporarily restricted 2,610,438     720,789        

Total net assets 15,112,806    11,271,851    

Total liabilities and net assets 31,023,242$  25,799,559$  

 
 
 

FINANCIAL STATEMENTS

Statements of Financial Position
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National Association of Secondary School Principals  
 

   Statements of Activities  
 

See notes to the financial statements.                                                                     3 

Years Ended June 30, 2016 2015

Unrestricted activities
Revenue and support

Membership dues and subscriptions 10,977,954$  7,591,768$    
Honor society sales and handling charges 9,030,618     9,451,162     
Conferences and meetings 1,590,453     1,854,577     
Grants, contracts, and contributions 1,404,607     1,593,173     
Services and assessment center fees 551,978        573,591        
Royalties 386,721        466,135        
Advertising 173,313        142,512        
Rental income 70,397          62,401          

24,186,041    21,735,319    

Net assets released from restrictions 2,310,297     148,703        

Total revenue and support 26,496,338    21,884,022    

Expense
Program services

Professional services 4,463,338     5,750,837     
Student services 3,568,118     2,058,925     
Event services 2,687,154     2,894,564     
Member services 2,386,807     2,351,517     
Strategic alliance 1,788,996     1,783,970     

Total program services 14,894,413    14,839,813    

Supporting services
Administration and marketing 9,090,138     6,740,161     

Total supporting services 9,090,138     6,740,161     

Total expense 23,984,551    21,579,974    

Change in unrestricted net assets  from operations 2,511,787     304,048        

Investment income 227,293        508,952        
Postretirement healthcare benefits (196,764)       (65,521)         
Pension benefits (591,010)       (418,437)       

Change in unrestricted net assets 1,951,306     329,042        

Temporarily restricted activities
Contributions 4,199,946     580,462        
Net assets released from restrictions (2,310,297)    (148,703)       

Change in temporarily restricted net assets 1,889,649     431,759        

Change in net assets 3,840,955     760,801        

Net assets, beginning of year 11,271,851    10,511,050    

Net assets, end of year 15,112,806$  11,271,851$  

Statements of Activities
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National Association of Secondary School Principals  
 

   Statements of Cash Flows 
 

See notes to the financial statements.  4 

Years Ended June 30, 2016 2015

Cash flows from operating activities
Change in net assets 3,840,955$    760,801$      
Adjustments to reconcile change in net assets

to net cash provided by operating activities:
Net loss (gain) on investments 47,731          (281,739)       
Bad debt -                   119,953        
Inventory write off 7,317            12,490          
Depreciation and amortization 471,192        420,166        
Loss on disposal of property and equipment 350,957        3,607            
Changes in assets and liabilities:

Accounts receivable 138,297        299,306        
Prepaid expense and other assets 30,395          (47,325)         
Inventory (1,328)           15,091          
Accounts payable and accrued expenses (113,656)       (193,242)       
Deferred revenue 747,232        3,529,224     
Postretirement healthcare benefits 196,764        65,521          
Pension benefits 591,010        418,437        
Supplemental executive retirement plan benefits 34,812          33,289          

Total adjustments 2,500,723     4,394,778     

Net cash provided by operating activities 6,341,678     5,155,579     

Cash flows from investing activities
Proceeds from sales and maturities of investments 1,951,780     2,138,055     
Purchases of investments (4,674,167)    (2,318,742)    
Purchases of property and equipment (490,548)       (556,376)       

Net cash used in investing activities (3,212,935)    (737,063)       

Cash flows from financing activities
Principal payments on note payable (73,375)         (70,928)         

Net cash used in financing activities (73,375)         (70,928)         

Net increase in cash and cash equivalents 3,055,368     4,347,588     

Cash and cash equivalents, beginning of year 9,480,290     5,132,702     

Cash and cash equivalents, end of year 12,535,658$  9,480,290$    

Supplemental disclosure of cash flow information:

Interest on note payable 70,252$        72,683$        

Statements of Cash Flows



9

N
ational A

ssociation of Secondary School P
rincipals

National Association of Secondary School Principals 

Notes to the Financial Statements

5 

A. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization: National Association of Secondary School Principals (NASSP) was originally founded in 
1916 and was incorporated in the District of Columbia in 1970. NASSP is committed to the improvement 
and strengthening of secondary education and is the leading organization of and voice for middle level 
and high school principals, assistant principals, and school leaders from across the United States and 
35 countries around the world. NASSP connects and engages school leaders through advocacy, 
research, education, and student programs.

Fiscal year: During the year ended June 30, 2016, the Board of Directors and the membership of 
NASSP approved a bylaws change in order to change the June 30 fiscal year to a December 31 
calendar year, effective July 1, 2016. Therefore, NASSP will issue financial statements using a short 
period as of and for the six months ending December 31, 2016.

Income tax status: NASSP is exempt from the payment of income taxes on its exempt activities under 
Section 501(c)(3) of the Internal Revenue Code and is currently classified as other than a private 
foundation within the meaning of Section 509(a)(2) of the Internal Revenue Code. However, NASSP 
may be subject to tax on its unrelated business income such as advertising.

At July 1, 2015, NASSP had operating loss carry-forwards resulting from its unrelated business 
activities of approximately $366,000 which may be applied against future years’ taxable income.  The 
net operating loss carry-forwards expire at various dates through 2035.  A deferred tax asset  has not 
been recognized due to the uncertainty of realizing the benefit of the loss carry-forwards.

Basis of accounting: NASSP prepares its financial statements on the accrual basis of accounting. 
Consequently, revenue is recognized when earned and expense when the obligation is incurred.

Use of estimates: Preparation of financial statements in accordance with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that 
affect certain reported amounts and disclosures.  Actual results could differ from estimates.

Cash and cash equivalents: For financial statement purposes, all demand accounts held with 
commercial banking or financial institutions are considered to be cash and cash equivalents. Money 
market funds and cash accounts included in investments, regardless of maturity, are not included in 
cash and cash equivalents.

Inventory: Inventory includes items for sale such as publications and honor society merchandise. 
Inventory has been reported at the lower of cost or market and the cost of goods sold is determined 
using the average cost method. Based on a review of the age and sales history of items held in stock, 
management has written off non-saleable inventory totaling $7,317 and $12,490 for the years ended June 
30, 2016 and 2015, respectively. The cost of inventory sales has been recorded within the appropriate 
functional cost categories in the statement of activities and totaled $2,223,319 and $2,003,182 for the 
years ended June 30, 2016 and 2015, respectively.

Contributions: Contributions are recognized in the statement of activities when legally binding 
unconditional promises to give are made or when gifts of cash or other property are received. 
Contributions are classified as unrestricted or temporarily restricted support depending upon the 
existence and/or nature of any donor restrictions.  Contributions that are restricted by the donor, or that 
have an implied time restriction, are reported as increases in temporarily restricted net assets. Within 
temporarily restricted net assets, amounts are reclassified to unrestricted net assets when restrictions 
are satisfied or expire (that is, when a purpose restriction is accomplished or a stipulated time restriction 
ends).

NOTES TO FINANCIAL STATEMENTS
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National Association of Secondary School Principals 

Notes to the Financial Statements

6 

A. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Services and assessment center fees: Services and assessment center fees include various exchange
transactions such as professional development workshops, Breaking Ranks CASE survey, assessment
reports, and service fees related to the Lehigh Allentown Principal Leadership Initiative. Revenue from
services and assessment center fees is recognized when the respective earnings process has been
completed.

Program services: Descriptions of NASSP’s program services are as follows:

Professional services: NASSP provides a variety of publications and social media engagement 
platforms so that every school leader can expand upon his or her own professional development. In 
order to facilitate these professional development efforts, NASSP offers the following publications in 
both digital and print formats: 

 Magazine titled Principal Leadership

 Research publication known as Principal's Research
Review

 Peer-reviewed journal titled NASSP Bulletin 

Student services: NASSP promotes the intellectual growth, academic achievement, character 
and leadership development, and physical well-being of youth. NASSP is proud to be the 
founder and administrator for the following student leadership programs: 

 National Honor Society® and National Junior Honor Society®

 National Association of Student Councils®

 National Elementary Honor Society®

Event services: NASSP holds a series of events across the nation and also hosts online webinars 
which include a professional development aspect and also provide access to resources and 
networking opportunities for school leaders at all levels.  NASSP’s events also include awards which
honor and recognize principals, assistant principals, schools, students, and advisers from across the 
country for their leadership and for making positive, significant differences in their schools and 
communities. 

Member services: The member services function includes activities related to advocacy, state 
coordinators conference, communications, website, and retaining current members.

Strategic alliance: Since the creation of the original Breaking Ranks recommendations more than 15 
years ago, significant strides have been made toward achieving the program's goal of making schools 
more student centered by personalizing programs and support systems and meeting the intellectual 
challenges of each student. Today, this body of knowledge and experience makes up what is known 
as the Breaking Ranks Framework which is a comprehensive framework for school improvement that 
supports all schools in the K–12 continuum. 

NOTES TO FINANCIAL STATEMENTS
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Notes to the Financial Statements

7 

A. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Supporting services: Descriptions of NASSP’s supporting services are as follows:

Administration and marketing: The administration and marketing function includes activities related 
to management and general activities and ensures the appropriate infrastructure is in place for 
employees to perform their duties.  Such costs typically include supportive costs such as maintaining 
the building, information technology infrastructure, marketing, financial operations, and governance 
activities. 

Functional allocation: The costs of providing various programs and supporting services activities have 
been summarized on a functional basis in the statement of activities. Accordingly, certain indirect costs 
have been allocated among the program services and supporting services that benefited. 

Reclassifications: Certain accounts relating to the prior year have been reclassified to conform to the 
current year presentation with no effect on previously reported net income. Membership development 
reported under supporting services expense in the June 30, 2015 financial statements was reclassified 
to member services under program services expense. 

Measure of operations: NASSP does not include investment income, postretirement healthcare 
benefits, or pension benefits in the change in unrestricted net assets from operations.

Subsequent events: Subsequent events have been evaluated through November 2, 2016, which is the 
date the financial statements were available to be issued. 

B. CONCENTRATIONS

Credit risk: NASSP maintains demand deposits with commercial banks and money market funds with 
financial institutions. At times, certain balances held within these accounts may not be fully guaranteed 
or insured by the U.S. Government. The uninsured portions of cash and money market accounts are 
backed solely by the assets of the underlying institution. Therefore, the failure of an underlying 
institution could result in financial loss to NASSP. However, management believes the risk of loss to 
be minimal.

Market value risk: NASSP invests in a professionally managed portfolio of mutual funds and common 
stock.  Such investments are exposed to various risks, such as fluctuations in market value and credit 
risk. Therefore, NASSP’s investments may be subject to significant fluctuations in fair value.  As a result, 
the investment balances reported in the accompanying financial statements may not be reflective of 
the portfolio's value during subsequent periods.
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National Association of Secondary School Principals  
 

   Notes to the Financial Statements 
 

 

8 

C. INVESTMENTS 
 
In accordance with generally accepted accounting principles, NASSP uses the following prioritized 
input levels to measure fair value of investments.  The input levels used for valuing investments are not 
necessarily an indication of risk. 
 

Level 1 – Observable inputs that reflect quoted prices for identical assets or liabilities in active 
markets, such as stock quotes. 
 
Level 2 – Includes inputs other than Level 1 inputs that are directly or indirectly observable in the 
marketplace, such as yield curves or other market data. 
 
Level 3 – Unobservable inputs which reflect the reporting entity’s assessment of the assumptions 
that market participants would use in pricing the asset or liability including assumptions about 
risk, such as bid/ask spreads and liquidity discounts. 

 
Investments in mutual funds and common stock were valued using Level 1 inputs.  The fair values of 
the mutual funds and common stock were based on quoted prices for identical assets in active markets. 
Investments recorded at cost included money market funds and cash.   
 
Investments recorded at cost are not required to be classified in one of the levels prescribed by the fair 
value hierarchy.  
 
Investments consisted of the following at June 30,: 
 

2016 2015

Investments, at fair value
Mutual funds - fixed income 5,023,322$      3,676,083$      
Mutual funds - equity 2,654,858        1,616,349        
Common stock 4,757,411        4,473,863        

12,435,591      9,766,295        
Investments, at cost

Money market funds and cash 1,532,164        1,526,804        

13,967,755$    11,293,099$    
 

 
 
  

NOTES TO FINANCIAL STATEMENTS
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Notes to the Financial Statements
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C. INVESTMENTS – CONTINUED

Investments include a board-designated reserve fund, which has been set aside by NASSP for use 
during periods of economic downturn or for unexpected events. In these circumstances, the fund may 
be used to pay current obligations, to maintain the financial stability of NASSP, or to retire a significant 
portion of the note payable which has a balloon payment at maturity. Investments also include a short-
term fund which is invested in an interest-bearing money market fund.

Investments include the following separate accounts at June 30,:

2016 2015

Board-designated reserve 12,454,275$    9,782,577$    
Short-term 1,513,480 1,510,522

13,967,755$    11,293,099$    

Investment income consisted of the following for the years ended June 30,: 

2016 2015

Interest and dividends 275,024$     227,213$     
Net (loss) gain on investments (47,731) 281,739 

227,293$     508,952$     

Investment management fees totaled $52,221 and $46,372 for the years ended June 30, 2016 and 
2015, respectively, and have been reported in administration and marketing expense in the 
accompanying statement of activities. 
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National Association of Secondary School Principals 

Notes to the Financial Statements

10

D. RECEIVABLES

Receivables are presented at the gross, or face, amount due to NASSP, less an allowance for doubtful 
receivables. NASSP’s management periodically reviews the status of all receivable balances for 
collectability. Each receivable balance is assessed based on management's knowledge of the customer 
or donor, NASSP’s relationship with the customer or donor, and the age of the receivable balance. As 
a result of these reviews, receivables for which collection is deemed doubtful are charged to bad debt 
expense, and an allowance is established. NASSP’s promises to give contributions are unconditional 
and are generally collectible within one year.

Receivables consisted of the following at June 30,:

2016 2015

Promises to give contributions 395,000$        320,000$        
Royalties 351,623 410,763
Honor society sales and handling charges 241,278 447,188
Other 49,016 22,071

1,036,917 1,200,022

Less allowance for doubtful receivables (87,862) (112,670)

949,055$        1,087,352$     
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   Notes to the Financial Statements 
 

 

11 

E. PROPERTY AND EQUIPMENT 
 
Acquisitions of property and equipment greater than $1,500 are recorded at cost and depreciated or 
amortized using the straight-line method over the following estimated useful lives:  
 

Land improvements 15 years
Building and building improvements 5 to 30 years
Furniture and equipment 5 to 10 years
Computer equipment and software 3 to 10 years  

 
Land is not depreciated.  Furthermore, computer equipment and software at June 30, 2015 included 
customized software in development, which was placed in service during the year ended June 30, 2016 
and depreciation began when the asset was placed in service. When the new asset was placed in 
service, the old software was written off and a loss on disposal totaling $350,957 was recorded during 
the year ended June 30, 2016. 
 
Property and equipment consisted of the following at June 30,: 
 

2016 2015

Land and land improvements 321,065$         321,065$         
Building and building improvements 5,175,973        5,166,535        
Furniture and equipment 1,448,697        1,380,036        
Computer equipment and software 3,311,948        3,878,920        

10,257,683      10,746,556      

Less accumulated depreciation and amortization (7,634,957)       (7,792,229)       

2,622,726$      2,954,327$      
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Notes to the Financial Statements

12

F. DEFERRED REVENUE

Revenue received in advance of the period in which it will be earned is recorded as deferred revenue. 
Membership dues and subscriptions revenue is recognized and removed from deferred revenue 
ratably over the term of the individual membership or subscription period. Grants and contracts 
revenue is recognized after items or services have been provided. Conferences and meetings 
revenue is recognized in the period in which the event occurs. Honor society sales and handling 
charges revenue is recognized when the order is shipped to the customer.

Deferred revenue consisted of the following at June 30,:

2016 2015

Membership dues and subscriptions 6,988,541$     7,038,447$     
Grants and contracts 1,296,062 447,422
Honor society sales and handling charges 17,406 6,846
Conferences and meetings - 56,130
Rental income - 5,932

8,302,009$     7,554,777$     

G. NOTE PAYABLE

In October 2013, NASSP obtained a $2,000,000 promissory note, which bears interest at 3.60% per 
annum calculated monthly on the outstanding principal balance. The note is scheduled to mature on 
October 2, 2018 and requires a monthly principal and interest payment of $11,756. The note payable 
is secured by a deed of trust and security agreement on NASSP’s building.

The terms of the note require compliance with certain financial and non-financial covenants. In relation 
to financial covenants, NASSP must maintain a debt service coverage ratio equal to the change in net 
assets over payments of principal and interest, including certain adjustments, of not less than 1.25 to 
1.00. NASSP was in compliance with the financial and non-financial covenants for both of the years 
ended June 30, 2016 and 2015.

Future minimum payments of principal under the note payable are as follows:

Year Ending June 30, Amount

2017 77,293$   
2018 80,122 
2019 1,652,347 

1,809,762$    
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H. POSTRETIREMENT HEALTHCARE BENEFITS

NASSP provides postretirement healthcare benefits for certain eligible retired and eligible current 
employees under a defined benefit postretirement healthcare plan. Effective March 30, 2003, the plan 
was frozen, thereby limiting NASSP’s obligation under the plan.

The liability for postretirement healthcare benefits that has been recognized in the statement of financial 
position consisted of the following at June 30,:

2016 2015

Postretirement healthcare benefit obligation 1,579,255$    1,382,491$    
Plan assets at fair value - - 

Funded status - liability 1,579,255$    1,382,491$    

Under generally accepted accounting principles, certain postretirement healthcare-related items, such 
as prior service costs and net gains/losses, have been recognized in the change in unrestricted net 
assets as a component of accumulated other comprehensive income. However, these items have not 
yet been recognized in net periodic postretirement healthcare benefits expense. Such items will be 
systematically amortized and reclassified as a component of net periodic postretirement healthcare 
benefit expense in future years. The balance of postretirement healthcare-related items in unrestricted 
net assets that have not yet been amortized and reclassified as net periodic postretirement healthcare 
benefits expense (unamortized items) consisted of the following at June 30,:

2016 2015

Unamortized net loss 748,998$     546,160$     
Unamortized transition obligation 193,070 250,251 
Unamortized prior service cost (22,755) (45,510) 

919,313$     750,901$     

Postretirement healthcare-related items that will be amortized and reclassified as net periodic 
postretirement healthcare benefits expense are expected to consist of the following for the year ending 
June 30, 2017:

Amortization of net loss 45,467$   
Amortization of transition obligation 57,181
Amortization of prior service cost (22,755)

79,893$   
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H. POSTRETIREMENT HEALTHCARE BENEFITS - CONTINUED 
 
Postretirement healthcare benefits that have been amortized and reclassified in the statement of 
activities consisted of the following for the year ended June 30, 2016: 
 

2016 2015

Amortization of net loss 28,525$           39,564$           
Amortization of transition obligation 57,181             57,181             
Amortization of prior service cost (22,755)            (22,755)            

62,951$           73,990$           

 
 
The net periodic benefits cost included the following components for the year ended June 30,: 
 

2016 2015

Interest cost on projected benefit obligation (58,847)$          (55,026)$          
Service cost (7,570)              (8,265)              
Net amortization (62,951)            (73,990)            

(129,368)$        (137,281)$        

 
 
The postretirement healthcare benefits cost reported in the statement of activities included the following 
components for the years ended June 30,: 
 

2016 2015

Net periodic benefits cost (129,368)$        (137,281)$        
Net actuarial loss (231,363)          (97,953)            
Net amortization and deferral 62,951             73,990             
Employer contributions 101,016           95,723             

(196,764)$        (65,521)$          

 
 
Postretirement healthcare benefits were determined using the following assumptions and weighted 
average rates at June 30,: 
 

2016 2015

Discount rate used for benefit obligation 3.61% 4.44%
Discount rate used for net periodic benefit cost 4.44% 4.33%
Medical inflation rate 7.00% 7.00%
Rate of compensation increase N/A N/A  
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H. POSTRETIREMENT HEALTHCARE BENEFITS - CONTINUED

Benefits paid totaled $101,016 and $95,723 during the years ended June 30, 2016 and 2015, 
respectively. Contributions to the plan were equal to benefits paid for both of the years ended June 30, 
2016 and 2015. Furthermore, contributions of $132,329 are expected to be made during the year 
ending June 30, 2017.

Estimated future benefits expected to be paid from the plan have been determined by spreading future 
benefits evenly among participants’ future years of service. Estimated expected benefit payments are 
as follows:

Expected
Year Ending June 30, Disbursements

2017 132,329$ 
2018 128,495
2019 124,976
2020 122,231
2021 117,885

2022 to 2026 532,016

I. PENSION BENEFITS

NASSP provides pension benefits for certain eligible retired and eligible current employees under a 
defined benefit pension plan. Effective June 30, 1998, the plan was frozen, thereby limiting NASSP’s 
obligation under the plan. Benefits under the plan are based on years of service and average 
compensation over the highest three consecutive years of service. Benefits earned by active 
employees as of June 30, 1998 when the plan was frozen have not been reduced. Active employees 
who were not vested in their Plan benefits continue to be credited with service, so that the benefits they 
have accrued under the Plan might ultimately become vested.

The liability for pension benefits that has been recognized in the statement of financial position consists 
of the following as of June 30,:

2016 2015

Projected benefit obligation 17,243,200$    16,596,074$    
Plan assets at fair value (15,466,808) (15,410,692)

Funded status - liability 1,776,392$    1,185,382$    
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I. PENSION BENEFITS - CONTINUED

Under generally accepted accounting principles, certain pension-related items, such as prior service 
costs and net gains/losses, have been recognized in the change in unrestricted net assets as a 
component of accumulated other comprehensive income. However, these items have not yet been 
recognized in net periodic pension benefits expense. Such items will be systematically amortized and 
reclassified as a component of net periodic pension benefit expense in future years. The balance of 
pension-related items in unrestricted net assets that have not yet been amortized and reclassified as 
net periodic pension benefits expense (unamortized items) consisted of the following at June 30,:

2016 2015

Unamortized net loss 7,989,030$    7,446,808$    
Unamortized transition obligation - - 
Unamortized prior service cost - - 

7,989,030$    7,446,808$    

Pension-related items that will be amortized and reclassified as net periodic pension cost are expected 
to consist of the following during the year ending June 30, 2017:

Amortization of net loss 894,959$  
Amortization of transition obligation -
Amortization of prior service cost - 

894,959$  

Pension benefits that have been amortized and reclassified in the statement of activities consisted of 
the following for the years ended June 30,:

2016 2015

Amortization of net loss 826,743$     662,413$     
Amortization of transition obligation - - 
Amortization of prior service cost - - 

826,743$     662,413$     

The net periodic benefits cost included the following components for the years ended June 30,:

2016 2015

Interest cost on projected benefit obligation (708,916)$    (698,369)$    
Expected return on plan assets 886,871 939,700 
Net amortization (826,743) (662,413)

(648,788)$    (421,082)$    
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I. PENSION BENEFITS - CONTINUED

The pension benefit cost reported in the statement of activities included the following components for
the years ended June 30,:

2016 2015

Net periodic benefits cost (648,788)$    (421,082)$    
Net actuarial loss (542,222) (472,355)
Employer contributions 600,000 475,000 

(591,010)$    (418,437)$    

Pension benefits were determined using the following assumptions and weighted average rates for the 
years ended June 30,:

2016 2015

Discount rate used for benefit obligation 3.61% 4.44%
Discount rate used for net periodic benefit cost 4.44% 4.33%
Expected long-term rate of return on plan assets 6.00% 6.00%
Rate of compensation increase N/A N/A

The Plan’s investment strategy is to control risk and promote returns through a diversified investment 
portfolio of equities and fixed income investments while focusing on preserving plan assets to safeguard 
the benefits provided to participants and their beneficiaries during their retirement or at times as 
specified by the Plan. The investment allocation is expected to remain stable over time, but may 
change at the direction of the plan’s Trustees as investment objectives or circumstances change.

The target allocation percentages, plus or minus 5%, are as follows:

Fixed income 70%
Equity 30%

100%



22

A
nn

ua
l R

ep
or

t |
 2

01
7

NOTES TO FINANCIAL STATEMENTS
National Association of Secondary School Principals 

Notes to the Financial Statements

18

I. PENSION BENEFITS - CONTINUED

The Plan’s investments at June 30, 2016 were valued using net asset value (NAV) as a practical 
expedient. The Plan’s investments at June 30, 2015 were valued using Level 1 inputs, which are 
described in Note C. Investments consisted of the following at June 30,:

2016 2015

Pooled separate accounts 15,466,808$    -$     
Mutual funds - 15,410,692

15,466,808$    15,410,692$    

The annual return on plan assets was as follows for the years ended June 30,:

2016 2015

Annual return on plan assets 650,524$        321,267$        

Average plan assets 15,725,694$   15,697,636$   

Rate of return on average plan assets 4.14% 2.05%

The overall long-term expected rate of return was developed by estimating the rate of return for each 
asset class and computing a weighted average return for the plan’s investment portfolio as a whole. 

Benefits paid totaled $1,167,196 and $1,370,154 and contributions to the plan totaled $600,000 and 
$475,000 for the years ended June 30, 2016 and 2015, respectively. NASSP does not expect to make 
any contributions to the plan during the year ending June 30, 2017.

Estimated future benefits expected to be paid from the plan have been determined by assuming 
participants will retire at expected retirement age using 25% retiring at age 60, 50% retiring at age 62, 
and 100% retiring at age 65. Estimated expected benefit payments are as follows:

Expected
Year Ending June 30, Disbursements

2017 1,274,378$   
2018 1,257,388
2019 1,249,906
2020 1,212,622
2021 1,181,332

2022 to 2026 5,582,060
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I. SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN

NASSP has a supplemental executive retirement plan in order to provide retirement benefits or death 
benefits for a group of eligible executives under Section 457(f) of the Internal Revenue Code. Plan 
participants are neither required nor permitted to contribute to the Plan. NASSP’s contribution to the 
plan is discretionary and has been accrued in the period when it was earned and approved. 
Contributions to the plan totaled $34,812 and $33,289 for the years ended June 30, 2016 and 2015, 
respectively.

In order to fund its obligation under the plan, NASSP established a grantor trust, which is also referred 
to as a Rabbi Trust, to hold investment assets which may be used to pay future plan benefits. 
Establishing a Rabbi Trust for this purpose is expressly authorized by the plan document. Investments 
held in the Rabbi Trust consist of a fixed income mutual fund which has been included in prepaid 
expense and other assets in the statement of financial position. The plan’s investments have been 
recorded at fair value, which was determined using Level 1 inputs, and totaled $129,929 and $96,699 
at June 30, 2016 and 2015, respectively. The plan’s investments are subject to the claims of creditors 
in the event of NASSP’s insolvency. The obligation under the plan totaled $164,741 and $129,988 at 
June 30, 2016 and 2015, respectively.

K. NET ASSETS

Unrestricted: Unrestricted net assets include those net assets whose use has not been restricted by
donors, even though their use may be limited in other respects, such as by board designation.

Unrestricted net assets consisted of the following at June 30,:

2016 2015

Undesignated 48,093$     768,485$     
Board-designated reserves 12,454,275 9,782,577

12,502,368$    10,551,062$    

Temporarily restricted: Temporarily restricted net assets include those net assets whose use has been 
donor restricted either for a particular purpose or by an implied time restriction.   

Temporarily restricted net assets consisted of the following as of June 30,: 

2016 2015

NHS Scholarship Fund 1,816,317$     95,837$      
Principal of the Year 450,000 250,000
Center for New Principals 281,130 149,000
Education Leadership Initiative 31,968 100,000
Break Through Schools 19,055 62,983
EdWeb Project 11,968 12,969
LEAD Conference - 50,000

2,610,438$     720,789$        
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K. NET ASSETS - CONTINUED

Net assets are released from restrictions either due to the satisfaction of a purpose restriction or as a
result of the expiration of a time restriction.

Net assets released from restrictions consisted of the following for the year ended June 30,:

2016 2015

NHS Scholarship Fund 2,080,466$     $ -   
Education Leadership Initiative 68,033 -   
Principal of the Year 50,000 -   
LEAD Conference 50,000 -   
Break Through Schools 43,928 141,555
Center for New Principals 16,870 -   
EdWeb Project 1,000 7,148

2,310,297$     148,703$        

L. DEFINED CONTRIBUTION RETIREMENT PLANS

403(b) Plan: The Plan is a defined contribution plan available to all NASSP employees with the 
exception of leased employees. The Plan includes a salary deferral arrangement allowed under Section 
403(b) of the Internal Revenue Code (IRC). Eligible participants elect to have a percentage of 
compensation deferred as pre‐tax contributions to the Plan. Furthermore, NASSP makes matching 
contributions equal to 50% of employee deferrals up to 6% of eligible compensation. NASSP’s 
contributions to the Plan totaled $123,256 and $125,009 for the years ended June 30, 2016 and 2015, 
respectively.

Retirement Plan and Trust: The Plan is a defined contribution plan available to NASSP employees who 
have completed an aggregate of 1,000 hours of service during a twelve-month period and are either 
actively employed by NASSP or on a leave of absence as of the last day of the Plan year. Eligible 
employees may begin to participate in the Plan on the first day of the Plan year following attainment of 
the 1,000 hour service requirement. NASSP may elect to make a discretionary contribution on behalf 
of eligible participants in the Plan, subject to certain annual Internal Revenue Service (IRS) limitations 
and no employee deferrals are permitted under the Plan. NASSP contributed 2% of eligible participant 
compensation to the Plan which totaled $84,849 and $88,850 for the years ended June 30, 2016 and 
2015, respectively.
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M. COMMITMENTS AND CONTINGENCIES

Line-of-credit: NASSP has a $1,000,000 revolving line-of-credit with a bank that expires December 31, 
2015. Borrowings under the line-of-credit are unsecured and interest on the outstanding balance would 
be calculated using the London Interbank Offer Rate plus 1.5%. However, NASSP did not draw on the 
line-of-credit during either of the years ended June 30, 2016 or 2015. Therefore, no balance is due on 
the line-of-credit at June 30, 2016 and 2015.

Hotel agreements: NASSP has agreements with various hotels for future meetings. In the event that 
NASSP cancels an event, it could be held liable for liquidated damages as calculated in accordance 
with the terms of the respective agreements, net of any proceeds from event cancellation insurance.

Employment agreement: NASSP has an employment agreement with its Executive Director which 
expires August 2017.  The terms of the agreement stipulate that, if the Executive Director’s employment 
is terminated without cause, NASSP will be obligated to pay certain compensation and benefits 
amounts which are described in the agreement.

Tenant operating leases: NASSP provides office space for two tenants under separate operating lease 
agreements. The tenant leases expire on separate dates in December 2016 and in December 2017. 
The lease agreements stipulate that monthly base rentals are subject to annual escalations. The lease 
agreements also include a requirement for the tenants to reimburse NASSP for certain operating 
expenses. Rental income related to the tenant operating leases totaled $70,397 and $62,401 for the 
years ended June 30, 2016 and 2015, respectively.

Future minimum tenant lease receipts are as follows:

Year Ending June 30, Amount

2017 45,500$   
2018 9,800 

55,300$   

Equipment leases: NASSP has two operating leases for a postage machine and copier equipment.
The postage machine lease expires on October 31, 2017 and the copier equipment lease expires on 
April 30, 2020.   

Future minimum equipment lease payments are as follows: 

Year Ending June 30, Amount

2017 23,200$   
2018 22,620 
2019 22,330 
2020 18,600 

86,750$   
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Independent Auditor’s Report  

To the Board of Directors
National Association of Secondary School Principals  

We have audited the accompanying financial statements of National Association of 
Secondary School Principals (NASSP), which comprise the statement of financial position 
as of December 31, 2016, and the related statements of activities and cash flow for the six-
month period 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 
audit.  We conducted our audit 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 of 
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 NASSP’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 
NASSP’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 National Association of Secondary School Principals as 
of December 31, 2016, and the change in its net assets and its cash flow for the six-month 
period then ended in accordance with accounting principles generally accepted in the 
United States of America.

Washington, DC
March 7, 2017
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Statement of Financial Position
December 31, 2016

See notes to the financial statements. 2

Assets
Cash and cash equivalents 12,626,462$
Investments 14,347,083
Receivables 2,696,971
Prepaid expense and other assets 664,825
Inventory 863,881
Property and equipment 2,428,061

Total assets 33,627,283$

Liabilities and Net Assets
Liabilities

Accounts payable and accrued expenses 1,561,417$
Deferred revenue 10,053,274
Note payable 1,772,056
Postretirement healthcare benefits 1,593,002
Pension benefits 415,306
Supplemental executive retirement plan benefits 196,500

Total liabilities 15,591,555

Commitments and contingencies -

Net assets 
Unrestricted 13,851,541
Temporarily restricted 4,184,187

Total net assets 18,035,728

Total liabilities and net assets 33,627,283$

Statement of Financial Position
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See notes to the financial statements.                                                                   3

Unrestricted activities
Revenue and support

Membership dues and subscriptions 5,624,229$
Honor society sales and handling charges 1,670,775
Grants, contracts, and contributions 259,103
Royalties 178,980
Advertising 150,158
Services and assessment center fees 127,432
Conferences and meetings 90,992
Rental income 35,588

8,137,257

Net assets released from restrictions 442,735

Total revenue and support 8,579,992

Expense
Program services

Professional services 1,425,906
Student services 1,190,440
Member services 1,099,350
Event services 778,643
Strategic alliance 377,802

Total program services 4,872,141

Supporting services
Administration and marketing 3,882,766
Fundraising 230,133

Total supporting services 4,112,899

Total expense 8,985,040

Change in unrestricted net assets from operations (405,048)

Investment income 406,882
Postretirement healthcare benefits expense (13,747)
Pension benefits credit 1,361,086

Change in unrestricted net assets 1,349,173

Temporarily restricted activities
Contributions 2,016,484
Net assets released from restrictions (442,735)

Change in temporarily restricted net assets 1,573,749

Change in net assets 2,922,922

Net assets, July 1, 2016 15,112,806

Net assets, December 31, 2016 18,035,728$
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Statement of Cash Flows
Six-Month Period Ended December 31, 2016

See notes to the financial statements. 4

Cash flows from operating activities
Change in net assets 2,922,922$
Adjustments to reconcile change in net assets

to net cash provided by operating activities:
Net gain on investments (222,548)
Change in allowance for doubtful receivables 20,071
Inventory write off 5,524
Depreciation and amortization 238,810
(Gain) loss on disposal of property and equipment (2,440)
Changes in assets and liabilities:

Receivables (567,987)
Prepaid expense and other assets (174,239)
Inventory (400,231)
Accounts payable and accrued expenses (716,860)
Deferred revenue 1,751,265
Postretirement healthcare benefits 13,747
Pension benefits (1,361,086)
Supplemental executive retirement plan benefits 20,047

Total adjustments (1,395,927)

Net cash provided by operating activities 1,526,995

Cash flows from investing activities
Proceeds from sales and maturities of investments 1,169,531
Purchases of investments (1,326,311)
Proceeds from sales of property and equipment 2,440
Purchases of property and equipment (44,145)

Net cash used in investing activities (198,485)

Cash flows from financing activities
Issuance of loan to NHSSF (1,200,000)
Principal payments on note payable (37,706)

Net cash used in financing activities (1,237,706)

Net increase in cash and cash equivalents 90,804

Cash and cash equivalents, July 1, 2016 12,535,658

Cash and cash equivalents, December 31, 2016 12,626,462$

Supplemental disclosure of cash flow information:

Interest on note payable 34,138$

Statement of Cash Flows
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A. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization: National Association of Secondary School Principals (NASSP) was originally founded in 
1916 and was incorporated in the District of Columbia in 1970. NASSP is committed to the improvement 
and strengthening of secondary education and is the leading organization of and voice for middle level 
and high school principals, assistant principals, and school leaders from across the United States and 
35 countries around the world. NASSP connects and engages school leaders through advocacy, 
research, education, and student programs.

Fiscal year: During the year ended June 30, 2016, the Board of Directors and the membership of 
NASSP approved an amendment to the bylaws in order to change the June 30 fiscal year to a 
December 31 calendar year, effective July 1, 2016. Therefore, the accompanying financial statements 
of NASSP include the statement of financial position as of December 31, 2016, and the related 
statements of activities and cash flows for the six-month period then ended.

Income tax status: NASSP is exempt from the payment of income taxes on its exempt activities under 
Section 501(c)(3) of the Internal Revenue Code and is currently classified as other than a private 
foundation within the meaning of Section 509(a)(2) of the Internal Revenue Code. However, NASSP 
may be subject to tax on its unrelated business income such as advertising.

NASSP has operating loss carry-forwards resulting from its unrelated business activities of 
approximately $370,000 which may be applied against future years’ taxable income.  The net operating 
loss carry-forwards expire at various dates through 2036.  A deferred tax asset has not been recognized 
due to the uncertainty of realizing the benefit of the loss carry-forwards.

Basis of accounting: NASSP prepares its financial statements on the accrual basis of accounting. 
Consequently, revenue is recognized when earned and expense when the obligation is incurred.

Use of estimates: Preparation of financial statements in accordance with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that 
affect certain reported amounts and disclosures. Actual results could differ from estimates.

Cash and cash equivalents: For financial statement purposes, all demand accounts held with 
commercial banking or financial institutions are considered to be cash and cash equivalents. Money 
market funds and cash accounts included in investments, regardless of maturity, are not included in 
cash and cash equivalents.

Inventory: Inventory includes items for sale such as publications and honor society merchandise. 
Inventory has been reported at the lower of cost or market and the cost of goods sold is determined 
using the average cost method. Based on a review of the age and sales history of items held in stock, 
management has written off non-saleable inventory totaling $5,524 for the six-month period ended 
December 31, 2016. The cost of inventory sales has been recorded within the appropriate functional cost 
categories in the statement of activities and totaled $320,221 for the six-month period ended December 
31, 2016.

Contributions: Contributions are recognized in the statement of activities when legally binding 
unconditional promises to give are made or when gifts of cash or other property are received. 
Contributions are classified as unrestricted or temporarily restricted support depending upon the 
existence and/or nature of any donor restrictions. Contributions that are restricted by the donor, or that 
have an implied time restriction, are reported as increases in temporarily restricted net assets. Within 
temporarily restricted net assets, amounts are reclassified to unrestricted net assets when restrictions 
are satisfied or expire (that is, when a purpose restriction is accomplished or a stipulated time restriction 
ends).

NOTES TO THE FINANCIAL STATEMENTS
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A. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Services and assessment center fees: Services and assessment center fees include various exchange
transactions such as professional development workshops, Breaking Ranks CASE survey, assessment
reports, and service fees related to the Lehigh Allentown Principal Leadership Initiative.  Revenue from
services and assessment center fees is recognized when the respective earnings process has been
completed.

Program services: Descriptions of NASSP’s program services are as follows:

Professional services: NASSP provides a variety of publications and social media engagement 
platforms so that every school leader can expand upon his or her own professional development. In 
order to facilitate these professional development efforts, NASSP offers the following publications in 
both digital and print formats: 

• Magazine titled Principal Leadership

• Peer-reviewed journal titled NASSP
Bulletin

Student services: NASSP promotes the intellectual growth, academic achievement, character and 
leadership development, and physical well-being of youth. NASSP is proud to be the founder and 
administrator for the following student leadership programs: 

• National Honor Society® and National Junior Honor Society®

• National Association of Student Councils®

• National Elementary Honor Society®

Event services: NASSP holds a series of events across the nation and also hosts online webinars which 
include a professional development aspect and also provide access to resources and networking 
opportunities for school leaders at all levels.  NASSP’s events also include awards which honor and 
recognize principals, assistant principals, schools, students, and advisers from across the country for 
their leadership and for making positive, significant differences in their schools and communities.

Member services: The member services function includes activities related to advocacy, state 
coordinators conference, communications, website, and retaining current members.  

Strategic alliance: Since the creation of the original Breaking Ranks recommendations more than 15 
years ago, significant strides have been made toward achieving the program's goal of making schools 
more student centered by personalizing programs and support systems and meeting the intellectual 
challenges of each student. Today, this body of knowledge and experience makes up what is known as 
the Breaking Ranks Framework which is a comprehensive framework for school improvement that 
supports all schools in the K–12 continuum.
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A. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Supporting services: Descriptions of NASSP’s supporting services are as follows:

Administration and marketing: The administration and marketing function includes activities related to 
management and general activities and ensures the appropriate infrastructure is in place for 
employees to perform their duties. Such costs typically include supportive costs such as maintaining 
the building, information technology infrastructure, marketing, financial operations, and governance 
activities.

Fundraising: The fundraising function includes the costs related to obtaining and securing contributions
from donors.

Functional allocation: The costs of providing various programs and supporting services activities have 
been summarized on a functional basis in the statement of activities. Accordingly, certain indirect costs 
have been allocated among the program services and supporting services that benefited. 

Measure of operations: NASSP does not include investment income, postretirement healthcare benefits
expense, or pension benefits credit in the change in unrestricted net assets from operations.

Subsequent events: Subsequent events have been evaluated through March 7, 2017, which is the date 
the financial statements were available to be issued.

B. CONCENTRATIONS

Credit risk: NASSP maintains demand deposits with commercial banks and money market funds with 
financial institutions. At times, certain balances held within these accounts may not be fully guaranteed 
or insured by the U.S. Government. The uninsured portions of cash and money market accounts are 
backed solely by the assets of the underlying institution. Therefore, the failure of an underlying 
institution could result in financial loss to NASSP. However, management believes the risk of loss to 
be minimal.

Market value risk: NASSP invests in a professionally managed portfolio of mutual funds and common 
stock.  Such investments are exposed to various risks, such as fluctuations in market value and credit 
risk. Therefore, NASSP’s investments may be subject to significant fluctuations in fair value.  As a result, 
the investment balances reported in the accompanying financial statements may not be reflective of 
the portfolio's value during subsequent periods.
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C. INVESTMENTS

In accordance with generally accepted accounting principles, NASSP uses the following prioritized 
input levels to measure fair value of investments.  The input levels used for valuing investments are not 
necessarily an indication of risk.

Level 1 – Observable inputs that reflect quoted prices for identical assets or liabilities in active 
markets, such as stock quotes.

Level 2 – Includes inputs other than Level 1 inputs that are directly or indirectly observable in the 
marketplace, such as yield curves or other market data.

Level 3 – Unobservable inputs which reflect the reporting entity’s assessment of the assumptions 
that market participants would use in pricing the asset or liability including assumptions about 
risk, such as bid/ask spreads and liquidity discounts.

Investments valued using Level 1 inputs include mutual funds and common stock, the fair values of 
which were based on quoted prices for identical assets in active markets.

Investments recorded at cost include cash and money market funds, which are not required to be 
classified in one of the levels prescribed by the fair value hierarchy.

Investments consisted of the following at December 31, 2016:

Investments, at fair value (Level 1)
Mutual funds - fixed income 4,943,511$
Mutual funds - equity 2,888,570
Common stock 4,961,083

12,793,164
Investments, at cost

Cash and money market funds 1,553,919

14,347,083$

Investments include a board-designated reserve fund, which has been set aside by NASSP for use 
during periods of economic downturn or for unexpected events.  In these circumstances, the fund may 
be used to pay current obligations, to maintain the financial stability of NASSP, or to retire a significant 
portion of the note payable which has a balloon payment at maturity. Investments also include a short-
term fund which is invested in an interest-bearing money market fund.

Investments include the following separate accounts at December 31, 2016:

Board-designated reserve 12,830,800$
Short-term 1,516,283

14,347,083$
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C. INVESTMENTS - CONTINUED

Investment income consisted of the following for the six-month period December 31, 2016:

Interest and dividends 184,334$
Net gain on investments 222,548

406,882$

Investment management fees totaled $27,503 for the six-month period ended December 31, 2016, and 
have been included in administration and marketing expense in the accompanying statement of 
activities.

D. RECEIVABLES

Receivables are presented at the gross, or face, amount due to NASSP, less an allowance for doubtful 
receivables. NASSP’s management periodically reviews the status of all receivable balances for 
collectability. Each receivable balance is assessed based on management's knowledge of the customer 
or donor, NASSP’s relationship with the customer or donor, and the age of the receivable balance. As 
a result of these reviews, receivables for which collection is deemed doubtful are charged to bad debt 
expense, and an allowance is established.  NASSP’s promises to give contributions are unconditional 
and are generally collectible within one year.

National Honor Society Scholarship Fund (NHSSF): NHSSF was formed in August 2015 and was
incorporated under the laws of the Commonwealth of Virginia. NHSSF is exempt from the payment of 
income taxes on its exempt activities under Section 501(c)(3) of the Internal Revenue Code. NHSSF’s 
activities include raising scholarship funds, managing and investing scholarship funds, distributing
scholarship funds to members of the National Honor Society, and supporting the National Honor 
Societies and their programs which have previously been supported by NASSP.

Accounting principles generally accepted in the United States of America require that non-profit 
organizations present consolidated financial statements when both control and economic interest are 
present. With respect to control, NASSP has the ability to appoint two members of NHSSF’s Board of 
Directors. After the first nomination and election of directors, NHSSF should have at least five members 
of its Board of Directors. However, should the total number of members of the NHSSF Board of 
Directors continue to remain at three, NASSP will control NHSSF through the ability to appoint a 
majority voting interest. Furthermore, NASSP has an economic interest in NHSSF due to the fact that 
upon its dissolution, all net assets remaining after debts are paid will be transferred to NASSP.
However, from a technical standpoint, since NASSP does not currently control NHSSF, consolidation 
of NHSSF with NASSP is not required at this time. However, transactions between NASSP and NHSSF 
have been included in receivables and include a loan to NHSSF and amount due from NHSSF.
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D. RECEIVABLES - CONTINUED

Loan to NHSSF: During the six-month period ended December 31, 2016, NASSP provided an interest 
free loan of $1.2 million to NHSSF and the loan has no maturity date.  While not yet formally approved 
by NASSP’s Board of Directors, NASSP may forgive the loan to NHSSF so that the loan may become 
a contribution to NHSSF.

Amount due from NHSSF: NASSP has a management services agreement with NHSFF.  In accordance 
with the terms of the agreement, NASSP pays certain costs on behalf of NHSSF and NHSSF 
reimburses NASSP. As a result, the amount due to NASSP totaled $137 at December 31, 2016.

Receivables consisted of the following at December 31, 2016:

Loan to NHSSF 1,200,000$
Honor society sales and handling charges 1,096,607
Promises to give contributions 310,000
Royalties 195,000
Other receivables 3,160
Amount due from NHSSF 137

2,804,904

Less allowance for doubtful receivables (107,933)

2,696,971$

E. PROPERTY AND EQUIPMENT

Acquisitions of property and equipment greater than $1,500 are recorded at cost and depreciated or 
amortized using the straight-line method over the following estimated useful lives: 

Land improvements 15 years
Building and building improvements 5 to 30 years
Furniture and equipment 5 to 10 years
Computer equipment and software 3 to 10 years

Property and equipment consisted of the following at December 31, 2016:

Land and land improvements 321,065$
Building and building improvements 5,175,973
Furniture and equipment 1,471,306
Computer equipment and software 3,296,580

10,264,924

Less accumulated depreciation and amortization (7,836,863)

2,428,061$
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F. PROPERTY AND EQUIPMENT - CONTINUED

Property listed for sale: On or before December 31, 2019, NASSP expects to sell its current 
headquarters building and the related land. NASSP listed the real estate for sale in December 2016 but 
has not classified the real estate as held for sale at December 31, 2016, because no buyer has been 
identified and a sale is not expected to be final by December 31, 2017.

On the date that NASSP classifies the real estate as held for sale, depreciation expense will no longer
be recorded from that date forward in relation to the real estate.  The anticipated market value of the 
real estate is estimated to be higher than the anticipated net book value.  

G. DEFERRED REVENUE

Revenue received in advance of the period in which it will be earned is recorded as deferred revenue.
Membership dues and subscriptions revenue is recognized and removed from deferred revenue ratably 
over the term of the individual membership or subscription period. Grants and contracts revenue is 
recognized after items or services have been provided. Conferences and meetings revenue is 
recognized in the period in which the event occurs. Honor society sales and handling charges revenue 
is recognized when the order is shipped to the customer.  

Deferred revenue consisted of the following at December 31, 2016:

Membership dues and subscriptions 8,022,656$
Grants and contracts 1,652,581
Conferences and meetings 348,800
Honor society sales and handling charges 29,237

10,053,274$

H. NOTE PAYABLE 

In October 2013, NASSP obtained a $2,000,000 promissory note, which bears interest at 3.60% per
annum calculated monthly on the outstanding principal balance. The note is scheduled to mature on
October 2, 2018 and requires a monthly principal and interest payment of $11,756. The note payable 
is secured by a deed of trust and security agreement on NASSP’s building.

The terms of the note require compliance with certain financial and non-financial covenants. In relation 
to financial covenants, NASSP must maintain a debt service coverage ratio equal to the change in net 
assets over payments of principal and interest, including certain adjustments, of not less than 1.25 to 
1.00.  NASSP was in compliance with the financial and non-financial covenants for the six-month period 
ended December 31, 2016.

Future minimum payments of principal under the note payable are as follows:

Year Ending December 31, Amount

2017 78,694$
2018 1,693,362

1,772,056$
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I. POSTRETIREMENT HEALTHCARE BENEFITS

NASSP provides postretirement healthcare benefits for certain eligible retired and eligible current 
employees under a defined benefit postretirement healthcare plan. Effective March 30, 2003, the plan 
was frozen, thereby limiting NASSP’s obligation under the plan.

The liability for postretirement healthcare benefits that has been recognized in the statement of financial 
position consisted of the following at December 31, 2016:

Postretirement healthcare benefit obligation 1,593,002$
Plan assets at fair value - 

Funded status - liability 1,593,002$

Under generally accepted accounting principles, certain postretirement healthcare-related items, such 
as prior service costs and net gains/losses, have been recognized in the change in unrestricted net 
assets as a component of accumulated other comprehensive income.  However, these items have not 
yet been recognized in net periodic postretirement healthcare benefits expense. Such items will be 
systematically amortized and reclassified as a component of net periodic postretirement healthcare 
benefit expense in future years. The balance of postretirement healthcare-related items in unrestricted
net assets that have not yet been amortized and reclassified as net periodic postretirement healthcare 
benefits expense (unamortized items) consisted of the following at December 31, 2016: 

Unamortized net loss 759,649$
Unamortized transition obligation 164,479
Unamortized prior service cost (11,377)

912,751$

Postretirement healthcare items that will be amortized and reclassified as net periodic postretirement 
healthcare benefits expense are expected to consist of the following for the year ending December 31, 
2017: 

Amortization of net loss 42,882$
Amortization of transition obligation 57,181
Amortization of prior service cost (11,377)

88,686$
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H. POSTRETIREMENT HEALTHCARE BENEFITS - CONTINUED

Postretirement healthcare related items that have been amortized and reclassified as a component of
net periodic benefits cost in the statement of activities consisted of the following components for the
six-month period ended December 31, 2016:

Amortization of net loss 22,734$
Amortization of transition obligation 28,591
Amortization of prior service cost (11,377)

39,948$

The net periodic benefits cost included the following components for the six-month period ended
December 31, 2016:

Interest cost on projected benefit obligation (27,908)$
Service cost (3,136)
Net amortization (39,948)

(70,992)$

The postretirement healthcare benefits expense reported in the statement of activities included the 
following components for the six-month period ended December 31, 2016: 

Net periodic benefits cost (70,992)$
Net actuarial loss (33,385)
Net amortization and deferral 39,948
Employer contributions 50,682

(13,747)$

Postretirement healthcare benefits were determined using the following assumptions and weighted 
average rates at December 31, 2016: 

Discount rate used for benefit obligation 4.14%
Discount rate used for net periodic benefit cost 3.61%
Medical inflation rate 7.00%
Rate of compensation increase N/A

Benefits paid totaled $50,682 during the six-month period ended December 31, 2016.  Contributions to 
the plan were equal to benefits paid for both of the six-month period ended December 31, 2016. 
Furthermore, contributions of $138,553 are expected to be made during the year ending December 31,
2017.
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H. POSTRETIREMENT HEALTHCARE BENEFITS - CONTINUED

Estimated future benefits expected to be paid from the plan have been determined by spreading future
benefits evenly among participants’ future years of service.  Estimated expected benefit payments are
as follows:

Expected
Year Ending December 31, Disbursements

2017 138,553$
2018 134,538
2019 130,855
2020 127,980
2021 123,429

2022 to 2026 557,041

I. PENSION BENEFITS

NASSP provides pension benefits for certain eligible retired and eligible current employees under a 
defined benefit pension plan. Effective June 30, 1998, the plan was frozen, thereby limiting NASSP’s 
obligation under the plan. Benefits under the plan are based on years of service and average 
compensation over the highest three consecutive years of service. Benefits earned by active 
employees as of June 30, 1998 when the plan was frozen have not been reduced.  Active employees 
who were not vested in their Plan benefits continue to be credited with service, so that the benefits they 
have accrued under the Plan might ultimately become vested.

The liability for pension benefits that has been recognized in the statement of financial position consists 
of the following as of December 31, 2016:

Projected benefit obligation 16,170,536$
Plan assets at fair value (15,755,230)

Funded status - liability 415,306$

Under generally accepted accounting principles, certain pension-related items, such as prior service 
costs and net gains/losses, have been recognized in the change in unrestricted net assets as a 
component of accumulated other comprehensive income. However, these items have not yet been 
recognized in net periodic pension benefits expense. Such items will be systematically amortized and 
reclassified as a component of net periodic pension benefit expense in future years. The balance of 
pension-related items in unrestricted net assets that have not yet been amortized and reclassified as 
net periodic pension benefits expense (unamortized items) consisted of the following at December 31, 
2016: 

Unamortized net loss 6,629,421$
Unamortized transition obligation - 
Unamortized prior service cost - 

6,629,421$
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I. PENSION BENEFITS - CONTINUED

Pension benefits were determined using the following assumptions and weighted average rates for the
six-month period ended December 31, 2016:

Discount rate used for benefit obligation 4.14%
Discount rate used for net periodic benefit cost 3.61%
Expected long-term rate of return on plan assets 6.00%
Rate of compensation increase N/A

The Plan’s investment strategy is to control risk and promote returns through a diversified investment 
portfolio of equities and fixed income investments while focusing on preserving plan assets to safeguard 
the benefits provided to participants and their beneficiaries during their retirement or at times as 
specified by the Plan. The investment allocation is expected to remain stable over time, but may 
change at the direction of the plan’s Trustees as investment objectives or circumstances change.

The target allocation percentages, plus or minus 5%, are as follows:

Fixed income 70%
Equity 30%

100%

The Plan’s investments at December 31, 2016 were valued using net asset value (NAV) as a practical 
expedient. Investments consisted entirely of pooled separate accounts which totaled $15,755,230 at 
December 31, 2016. 

The return on plan assets was as follows for the six-month period ended December 31, 2016: 

Return on plan assets 660,892$

Average plan assets 15,611,019$

Rate of return on average plan assets 4.23%

The overall long-term expected rate of return was developed by estimating the rate of return for each 
asset class and computing a weighted average return for the plan’s investment portfolio as a whole. 

Benefits paid totaled $650,556 and contributions to the plan totaled $300,000 for the six-month period 
ended December 31, 2016.  NASSP expects to make contributions of approximately $8,500 to the plan
during the year ending December 31, 2017. 
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I. PENSION BENEFITS - CONTINUED

Estimated future benefits expected to be paid from the plan have been determined by assuming
participants will retire at expected retirement age using 25% retiring at age 60, 50% retiring at age 62,
and 100% retiring at age 65.  Estimated expected benefit payments are as follows:

Expected
Year Ending December 31, Disbursements

2017 1,291,765$
2018 1,275,182
2019 1,253,565
2020 1,218,167
2021 1,191,957

2022 to 2026 5,570,488

J. SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN

NASSP has a supplemental executive retirement plan in order to provide retirement benefits or death 
benefits for a group of eligible executives under Section 457(f) of the Internal Revenue Code.  Plan 
participants are neither required nor permitted to contribute to the Plan. NASSP’s contribution to the 
plan is discretionary and has been accrued in the period when it was earned and approved. 
Contributions to the plan totaled $20,047 for the six-month period ended December 31, 2016.

In order to fund its obligation under the plan, NASSP established a grantor trust, which is also referred 
to as a Rabbi Trust, to hold investment assets which may be used to pay future plan benefits. 
Establishing a Rabbi Trust for this purpose is expressly authorized by the plan document. Investments 
held in the Rabbi Trust consist of a fixed income mutual fund which has been included in prepaid 
expense and other assets in the statement of financial position. The plan’s investments have been 
recorded at fair value, which was determined using Level 1 inputs, and totaled $176,453 at December 
31, 2016. The plan’s investments are subject to the claims of creditors in the event of NASSP’s 
insolvency. The obligation under the plan totaled $196,500 at December 31, 2016.
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K. NET ASSETS

Unrestricted: Unrestricted net assets include those net assets whose use has not been restricted by 
donors, even though their use may be limited in other respects, such as by board designation. In 
addition, unrestricted net assets include a component related to the postretirement healthcare plan and 
the pension plan which is referred to as accumulated other comprehensive income (loss).

Unrestricted net assets consisted of the following at December 31, 2016:

Undesignated
Available for operations 8,562,913$
Accumulated other comprehensive income (loss) (7,542,172)

1,020,741
Board-designated reserves 12,830,800

13,851,541$

Temporarily restricted: Temporarily restricted net assets include those net assets whose use has been 
donor restricted either for a particular purpose or by an implied time restriction.  

Temporarily restricted net assets consisted of the following as of December 31, 2016:

Scholarship Fund 3,349,807$
Center for New Principals 415,592
Principal of the Year 375,000
Education Leadership Initiative 31,820
EdWeb Project 11,968

4,184,187$

Net assets are released from restrictions either due to the satisfaction of a purpose restriction or as a 
result of the expiration of a time restriction.

Net assets released from restrictions consisted of the following for the six-month period ended 
December 31, 2016:

Scholarship Fund 333,994$
Principal of the Year 75,000
Break Through Schools 19,055
Center for New Principals 14,538
Education Leadership Initiative 148

442,735$
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L. DEFINED CONTRIBUTION RETIREMENT PLANS

403(b) Plan: The Plan is a defined contribution plan available to all NASSP employees with the 
exception of leased employees. The Plan includes a salary deferral arrangement allowed under Section 
403(b) of the Internal Revenue Code (IRC). Eligible participants elect to have a percentage of 
compensation deferred as pre‐tax contributions to the Plan. Furthermore, NASSP makes matching 
contributions equal to 50% of employee deferrals up to 6% of eligible compensation. NASSP’s 
contributions to the Plan totaled $59,866 for the six-month period ended December 31, 2016.

Retirement Plan and Trust: The Plan is a defined contribution plan available to NASSP employees who 
have completed an aggregate of 1,000 hours of service during a twelve-month period and are either 
actively employed by NASSP or on a leave of absence as of the last day of the Plan year. Eligible 
employees may begin to participate in the Plan on the first day of the Plan year following attainment of 
the 1,000 hour service requirement. NASSP may elect to make a discretionary contribution on behalf 
of eligible participants in the Plan, subject to certain annual Internal Revenue Service (IRS) limitations 
and no employee deferrals are permitted under the Plan. NASSP contributed 2% of eligible participant 
compensation to the Plan which totaled $59,866 for the six-month period ended December 31, 2016.

Effective on December 31, 2016, the Plan was amended so that participation was frozen and the plan 
was terminated. In addition, the 2% employer contribution from NASSP to the Retirement Plan and 
Trust will be added to the employer contribution NASSP provides to the 403(b) Plan.

M. COMMITMENTS AND CONTINGENCIES

Line-of-credit: NASSP has a $1,000,000 revolving line-of-credit with a bank that expires December 31, 
2017. Borrowings under the line-of-credit are unsecured and interest on the outstanding balance would 
be calculated using the London Interbank Offer Rate plus 1.5%. However, NASSP did not draw on the 
line-of-credit during the six-month period ended December 31, 2016. Therefore, no balance is due on 
the line-of-credit at December 31, 2016.

Hotel agreements: NASSP has agreements with various hotels for future meetings. In the event that 
NASSP cancels an event, it could be held liable for liquidated damages as calculated in accordance 
with the terms of the respective agreements, net of any proceeds from event cancellation insurance.

Employment agreement: NASSP has an employment agreement with its Executive Director which 
expires August 2017.  The terms of the agreement stipulate that, if the Executive Director’s employment 
is terminated without cause, NASSP will be obligated to pay certain compensation and benefits 
amounts which are described in the agreement.

Tenant operating leases: NASSP provides office space for two tenants under separate operating lease 
agreements. The tenant leases expire on separate dates in December 2016 and in December 2017. 
The lease agreements stipulate that monthly base rentals are subject to annual escalations.  The lease 
agreements also include a requirement for the tenants to reimburse NASSP for certain operating 
expenses. Rental income related to the tenant operating leases totaled $35,588 for the six-month 
period ended December 31, 2016. Future minimum tenant lease receipts are expected to be 
approximately $19,600 during the year ending December 31, 2017.

Equipment leases: NASSP has two operating leases for a postage machine and copier equipment. 
The postage machine lease expires on October 31, 2017 and the copier equipment lease expires on 
April 30, 2019.  Future minimum equipment lease payments are expected to be approximately $52,800 
in the aggregate through the year ending December 31, 2019.


