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Independent Auditors’ Report 
 
 
 
To the Board of Directors 
Population Services International 
Washington, D.C. 
  
We have audited the accompanying consolidated statement of financial position of Population 
Services International (PSI) as of December 31, 2010, and the related consolidated statements of 
activities and cash flows for the year then ended. These financial statements are the 
responsibility of PSI’s management. Our responsibility is to express an opinion on these 
consolidated 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 includes consideration of internal control over financial reporting as a basis for designing 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of PSI’s internal control over financial reporting. Accordingly, we 
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for our opinion. 

As described in Note 18, PSI identified certain errors made in 2009 and prior years related to 
beginning balances in its accounting system.   PSI has restated its 2009 financial statements for 
the correction of this misstatement to conform to accounting principles generally accepted in the 
United States of America. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of PSI as of December 31, 2010, and the changes in its net assets and its cash 
flows for the year then ended in conformity with accounting principles generally accepted in the 
United States of America. 
 
We also audited the adjustments described in Note 18 that were applied to restate the 2009 
consolidated financial statements.  In our opinion, such adjustments are appropriate and have 
been properly applied. 
 
Our audit was conducted for the purpose of forming an opinion on the basic financial statements 
taken as a whole. The supplemental consolidated schedule of functional expenses and 
consolidated schedule of revenues by funding sources are presented for purposes of additional 
analysis and are not a required part of the basic 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 basic financial statements and 
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certain additional procedures, including comparing and reconciling such information directly to 
the underlying accounting and other records used to prepare the basic financial statements or to 
the basic 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 basic financial statements 
taken as a whole. 
 

                                                            
 
Bethesda, Maryland 
October 14, 2011 
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December 31, 2010

Assets
Cash and cash equivalents (notes 2(c) and 3) 103,497,015$ 
Funds held for others (note 2l) 79,097,403     
Investments (note 5) 19,152,262     
Trade receivables, net (note 6) 4,716,117      
Grants and contracts receivable, net (note 7) 87,279,223     
Inventory 110,056,373   
Advances, prepaid expenses, deposits, and other receivables 55,578,330     
Contributions receivable (note 8) 111,490         
Property and equipment, net (notes 9, 13, and 14) 68,375,467     

Total assets 527,863,680$ 

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued expenses 44,114,029$   
Accrued wages and benefits (note 12) 10,599,049     
Line-of-credit (note 16) 7,453,498      
Deferred grants and fees 146,897,733   
Deferred commodities 107,159,093   
Deferred program income 36,490,710     
Funds held for others (note 2l) 79,097,403     
Other liabilities (note 13) 1,268,912      
Bonds payable (note 15) 45,524,000     

Total liabilities 478,604,427   

Commitments and contingencies (notes 2(n), 12, 13, 14, and 17) -                   

Net assets:
Unrestricted: 37,252,524     
Temporarily restricted (note 10) 11,995,542     
Permanently restricted 11,187           

Total net assets 49,259,253     

Total liabilities and net assets 527,863,680$ 

See accompanying notes to the consolidated financial statements.

Population Services International

Consolidated Statement of Financial Position
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 Year ended December 31, 2010
Temporarily Permanently

Unrestricted restricted restricted Totals
Revenue and other support:

Grants, fees, program income, and other
 support from:

U.S. government  186,093,376$ -$                  -$                  186,093,376$ 
Non-U.S. governments 114,167,742   -                    -                    114,167,742   
International organizations 173,004,083   -                    -                    173,004,083   
Foundations and corporations 76,686,299     -                    -                    76,686,299     
Other 28,102,171     -                    -                    28,102,171     
Contributions 382,085          1,859,537       -                    2,241,622       

Total grants, fees, program
income, and other support 578,435,756   1,859,537       -                    580,295,293   

Net rental gain (note 14) 24,443           -                    -                    24,443           
Investment return (note 5) 1,898,699       -                    -                    1,898,699       
Foreign currency transaction gain (note 2o) 2,802,847       -                    -                    2,802,847       
Net assets released from restrictions (note 10) 1,780,231       (1,780,231)     -                    -                    

Total revenue, gains, and other support 584,941,976   79,306           -                    585,021,282   

Expenses:
Program services 549,974,970   -                    -                    549,974,970   
Management and general 36,067,961     -                    -                    36,067,961     
Fundraising 316,867          -                    -                    316,867          

Total expenses 586,359,798   -                    -                    586,359,798   

Change in net assets before foreign 
currency translation loss (1,417,822)     79,306           -                    (1,338,516)     

Foreign currency translation loss (note 2o) (3,687,414)     -                    -                    (3,687,414)     

Change in net assets (5,105,236)     79,306           -                    (5,025,930)     
Net assets, beginning of year adjusted (note 18) 42,357,760     11,916,236     11,187           54,285,183     

Net assets, end of year 37,252,524$   11,995,542$   11,187$          49,259,253$   

See accompanying notes to the consolidated financial statements.

Population Services International

Consolidated Statement of Activities
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Year ended December 31, 2010

Cash flows from operating activities:
Change in net assets (5,025,930)$   
Adjustments to reconcile change in net assets to cash

used in operating activities:
Depreciation and amortization 6,568,563      
Change in allowance for receivables (275,000)        
Net gain on investments (1,017,303)     
Loss on disposal of property and equipment 3,192             
Stock received in lieu of cash payment (36,303,276)   
Change in assets and liabilities

Funds held for others 64,019,574     
Trade receivables (887,784)        
Grants and contracts receivable (14,607,357)   
Inventory (51,971,048)   
Advances, prepaid expenses, deposits and other receivables (30,401,474)   
Contributions receivable 164,555         
Accounts payable and accrued expenses 10,263,381     
Accrued wages and benefits 2,529,424      
Deferred grants and fees (53,244,587)   
Deferred commodities 55,597,456     
Deferred program income 10,242,182     
Funds held for others (64,019,574)   
Other liabilities 815,311         

Net cash used in operating activities (107,549,695)  

Cash flows from investing activities:
Purchase of property and equipment (5,174,959)     
Disposal of property and equipment 1,143,931      
Purchase of investments (17,554,362)   
Proceeds from sale and maturity of investments 80,803,152     

Net cash provided by investing activities 59,217,762     

Cash flows from financing activities:
Repayments on letter of credit (2,200,564)     
Increase in capital lease obligations 149,837         

Net cash used in financing activities (2,050,727)     

Net decrease in cash and cash equivalents (50,382,660)   

Cash and cash equivalents, beginning of year 153,879,675   

Cash and cash equivalents, end of year 103,497,015$ 

Supplemental cash flow disclosure:
Interest paid 258,233$        

See accompanying notes to the consolidated financial statements.

Population Services International

Consolidated Statement of Cash Flows
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1. Organization and Program 
 
Population Services International (hereafter PSI) is a nonprofit organization that develops and 
implements its social marketing program worldwide to encourage healthy behavior and to expand 
access to and increase affordability of beneficial health products. Population Services 
International’s social marketing program includes: 

 Marketing and promotion of family planning and other health products; 

 Projects to combat the spread of Auto Immune Deficiency Syndrome (AIDS) and Sexually 
Transmitted Diseases (STDs), including information, education and motivation campaigns, and 
promotion and distribution of condoms; 

 Maternal and child health products and services, such as contraceptives, oral rehydration salts 
(ORS), insecticide treated nets (ITN) for malaria prevention, and safe water systems; 

 Communication campaigns to motivate healthy behavior; and 

 Developing and strengthening local industry and service sectors, and training local 
counterparts in public health and social marketing. 

PSI operates in approximately seventy countries worldwide using a variety of organizational 
structures as determined by local laws and customs. These organizational structures, which are 
consolidated in these financial statements, include locally registered branch offices and 
nongovernmental organizations (NGOs), as well as locally incorporated for-profit entities and 
charitable trusts, as appropriate. These subsidiaries and affiliates operating in foreign countries 
are subject to the tax laws of the respective countries in which they operate. 

The consolidated financial statements also include the financial position and the results of 
operations of its wholly owned for-profit subsidiary, d.b.a. Prudence, LLC (Prudence), which was 
incorporated in the District of Columbia in April 2007. Prudence was organized to own and operate 
the building which is secured by long-term debt on the property where PSI’s headquarters are 
located at 1120 19th Street, N.W. in Washington, DC. 

2. Summary of Significant Accounting Policies 
 
(a) Basis of Accounting 

The accompanying financial statements of PSI are presented in conformity with accounting 
principles generally accepted in the United States of America and have been prepared on the 
accrual basis of accounting. 

(b) Principles of Consolidation 

The consolidated financial statements include the accounts of PSI and its affiliates 
worldwide, collectively referred to hereafter as PSI. All significant intercompany balances 
and transactions have been eliminated in consolidation. 
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(c) Cash and Cash Equivalents 

Cash and cash equivalents were $103,497,015 at December 31, 2010 and include $3,543,436 
of money market accounts and highly liquid investments with original maturities of 
three months or less. 

(d) Financial Risks 

PSI places its cash and cash equivalents with high credit quality financial institutions that are 
federally insured for $250,000 under the Federal Depository Insurance Corporation Act 
(FDIC). Amounts held in excess of the FDIC limits for interest bearing accounts were 
$109,410,445 at December 31, 2010. PSI has not experienced any losses in such accounts and 
believes it is not exposed to any significant credit risk on its cash and cash equivalents. 

PSI has operations in many countries throughout the world, many of which have politically 
and economically volatile environments and whose governments are still in development 
stages.  As a result, PSI may have financial risks associated with these operations, including 
such matters as the assessment of additional local taxes. 

(e) Investments 

Investments are measured and reported at fair value. Dividends and interest are reflected as 
income when earned. 

Investments in certificates of deposit, U.S. government agency securities, equity index funds 
and equity securities are measured and reported at fair value. The fair value of equity 
securities and institutional mutual funds with a readily determinable fair value is based on 
quotations obtained from national security exchanges.  

Investment securities are exposed to risks, such as interest rate, market and credit. Due to 
the level of risks associated with certain investment securities, it is at least reasonably 
possible that changes in the values of investment securities will occur in the near term and 
such changes could materially affect the fair value of investments reported in the 
statements of financial position.  

(f) Trade Receivables 

Trade receivables arise from the sale of commodities. These balances are receivable in less 
than one year and are carried at undiscounted cost, less an allowance for doubtful accounts. 
An allowance for doubtful accounts is provided based upon management’s judgment 
including such factors as prior collection history.  Bad debt expense totaled $88,592 for the 
year ended December 31, 201Grants and Contracts Receivable 

PSI receives funding from grants and contracts received from U.S. and foreign governments, 
international organizations and other grantors for direct and indirect program costs. This 
funding is subject to contractual restrictions, which must be met through incurring qualifying 
expenses for particular programs. 



Population Services International 
 

Notes to Consolidated Financial Statements 
 

9 

(g) Grants and Contracts Receivable 

PSI receives funding from grants and contracts received from U.S. and foreign governments, 
international organizations and other grantors for direct and indirect program costs.  This 
funding is subject to contractual restrictions, which must be met through incurring qualifying 
expenses for particular programs. 

(h) Inventory 

PSI carries an inventory of products, such as condoms, ITNs, and ORS, held for distribution or 
resale. Inventory is carried at the lower of cost or market value using the first-in, first out 
method. These products are either purchased from vendors or received as contributions from 
grantors.  Management has reviewed its inventory as of December 31, 2010 and identified no 
slow moving or obsolete inventory. 

In countries where PSI unrestricted revolving funds have been established to maintain 
programs, PSI purchases inventory from vendors. These products, carried at cost, totaled 
$2,897,283 at December 31, 2010. 

PSI also receives donated commodities directly from grantors. Inventory received directly 
from grantors is carried at cost and expensed on a first-in, first-out basis when distributed to 
customers. At December 31, 2010, these products totaled $107,159,088. 

(i) Advances, Prepaid Expenses, Deposits and Other Receivables 

Advances, prepaid expenses, deposits and other receivables consist of funds provided to PSI 
employees and contractors to meet future obligations. In addition, advances are made to PSI 
employees to cover travel expenses.  Other receivables represent miscellaneous receivables 
not occurring through trade or grant activity. 

(j) Property and Equipment 

PSI capitalizes all property and equipment with a cost of $5,000 or more. Property and 
equipment is stated at cost if acquired by PSI, or at fair value if donated. The building is 
depreciated over the useful life of thirty nine years. Equipment includes computers, 
software, vehicles, furniture, and fixtures and is depreciated on a straight-line basis over 
estimated useful lives ranging from three to seven years. Leasehold improvements are 
depreciated over the lesser of the lease term or the estimated useful lives of the assets.  
Repairs and maintenance are charged to expense when incurred.  In accordance with 
contractual disposition guidelines, certain equipment acquired for direct use in programs is 
expensed in the year of acquisition, as disposition is determined by the grantor upon 
program termination. 
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(k) Impairment of Long Lived Assets 

PSI reviews asset carrying amounts annually in addition to whenever events or circumstances 
indicate that such carrying amounts may not be recoverable.  When considered impaired, 
the carrying amount of the asset is reduced, by a charged to the consolidated statement of 
activities, to its current fair value.  No impairment loss has been recognized at December 
31, 2010. 

(l) Funds Held for Others 

In 2009, PSI began a Voluntary Pooled Procurement Program (VPP), where PSI acts as a 
procurement service agent on behalf of other organizations in purchasing long lasting 
malaria nets for use in developing countries.  Under VPP, funds are advanced to PSI to pay 
vendors on behalf of the organizations that are procuring funds and are recorded as funds 
held for others in the statement of financial position.  

As part of the VPP, PSI maintains a cash account that is reserved for procurements on behalf 
of other organizations in purchasing long lasting malaria nets for use in developing countries.  
As of December 31, 2010, the balance of $79,097,403 in cash was held in funds held for 
others as an asset and corresponding liability.  

(m) Net Assets  

Net assets and revenues, gains, and losses are classified based on the existence or absence 
of donor-imposed restrictions. Accordingly, the net assets of PSI  and changes therein are 
classified and reported as follows: 

 Unrestricted net assets – Net assets not subject to any donor-imposed stipulations.  
 Temporarily restricted net assets – Net assets subject to donor-imposed stipulations 

expected to be met either by actions of PSI and/or the passage of time. 
 Permanently restricted net assets – Net assets subject to donor-imposed stipulations 

where the principal amount must be maintained in perpetuity. 

(n) Financial Instruments and Credit Risk 

Financial instruments which potentially subject PSI to concentrations of credit risk consist 
principally of investments held at credit worthy financial institutions.  By policy, these 
investments are kept within limits designed to prevent risks caused by concentration.  Credit 
risk with respect to grants and contracts receivable is mitigated by PSI, by creating 
allowances for uncollectible accounts and by the fact that most of the receivable balances 
are either from government grants or from donors with long standing relationships with PSI.  
Two grantors comprise 55% of the total grants and contracts receivable at December 31, 
2010.  PSI considers the credit risk with respect to trade receivables to be limited due to 
payment history, diversity and relationship with the vendors, and the individual size of the 
receivables. 
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The grants, fees and program income which support program activities comes primarily from 
both federal and foreign governments as well as from large international donors with 
longstanding relationships with PSI. 

(o) Foreign Currency Translation 

The functional currency for U.S. activities is the U.S. dollar. The functional currency for 
foreign activities is the respective local currency. Gains and losses resulting from the 
translation of local (foreign) currency amounts to the functional currency are included in 
foreign currency translation (losses) gains in the statements of activities. Gains and losses 
resulting from translating assets and liabilities from the functional currency to U.S. dollars 
are included as a component of unrestricted net assets. 

All elements of the financial statements reflecting PSI’s operations in foreign countries are 
translated into U.S. dollars using applicable exchange rates. For assets and liabilities, this is 
the rate in effect at the date of the statements of financial position. The cumulative 
translation adjustment is reported as a component of unrestricted net assets within the 
consolidated statement of financial position. 

For revenue and expense items, translation is performed monthly using rates in effect at the 
time of the transaction or average rates for the month for multiple transactions. Realized 
gains and losses related to the monthly translation are reported as foreign currency 
transaction gains (losses) within the consolidated statement of activities. 

Translation of the 2010 financial statements of PSI’s foreign operations resulted in 
translation losses as follows: 

Cumulative translation adjustment, beginning of year $  (3,193,911) 
Translation losses (3,687,414) 

Cumulative translation adjustments, end of year $  (6,881,325) 
 
Foreign currency exchange rate movements create a degree of risk by affecting the 
U.S. dollar value of revenues recognized and expenses incurred in foreign currencies. 
Movements in foreign currency rates also affect statements of position balances 
denominated in foreign currencies, thereby creating exposure to movements in exchange 
rates. 

(p) Contributions 

Contributions, which include unconditional promises to give (pledges), are recognized as 
revenues in the period received or when the promise is made, if earlier, net of an allowance 
for any estimated uncollectible amounts. Contributions receivable are discounted to their 
present value if their due date extends beyond one year. 
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When donor restrictions are met by actions of PSI and/or the passage of time, related net 
assets are reclassified to unrestricted and reported in the statements of activities as net 
assets released from restrictions. 

(q) Grants and Contracts 

Revenue from grants and contracts whereby PSI agrees to perform specified services is 
deemed to be earned and reported as unrestricted revenue when reimbursable expenses are 
incurred. In the event PSI’s expenses under a contract exceed specified ceilings in the 
contract, PSI’s unrestricted net assets absorb excess direct and indirect costs. 

PSI’s U.S. government revenues are primarily derived from awards with the United States 
Agency for International Development and Centers for Disease Control. These grants and 
contracts include provisions relating to the reimbursement of direct costs and indirect 
expenses at provisional rates. The recoveries billable during the year at the provisional rates 
are adjusted at year-end based on the final actual indirect cost rates for the year. Any 
variance between the actual indirect cost rate and the final negotiated indirect cost rate is 
recorded as an adjustment to revenue in the year the final rate is negotiated. 

Allowable expenses incurred in excess of cumulative reimbursements are reported as grants 
and contracts receivable. Cash received in excess of allowable expenditures is reported as 
deferred grants and fees. 

PSI also receives commodities directly from contracting agencies and private donors in lieu 
of funds to purchase goods and services from third parties. The receipt of commodities is 
recorded as inventory at replacement cost value when received and expensed when sold. 

(r) Program Income 

As a part of PSI’s delivery of its programs, family planning and other health-related products 
are obtained from sponsors or purchased with PSI funds. These products are subsequently 
sold in local communities in those countries where the programs operate. 

In those instances where PSI unrestricted funds are used to procure these products, 
inventory is recorded at the lower of cost or net realizable value when these products are 
purchased and unrestricted revenue and program service expense is recognized when these 
products are sold. 

When third-party funds are used to procure health products, PSI acts in a fiduciary capacity 
for the sale of products related to the projects. The proceeds from these sales are collected 
by PSI and are typically available only for reinvestment in local in-country programs, based 
on contract provisions with the funding sources. PSI records these proceeds as deferred 
program income, and recognizes revenue when the proceeds are spent on program-related 
expenses. Unexpended amounts held by the projects are presented in the statements of 
financial position as deferred program income. 
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(s) In-Kind Contributions 

The value of certain services provided to and/or paid on behalf of PSI’s programs that are 
susceptible to objective measurement or valuation have been reflected in the financial 
statements within grants and contracts. PSI recognized $91,206,178 of revenue and expenses 
related to commodities, equipment, and services received directly from funding sources for 
the years ended December 31, 2010. 

Additionally, a substantial number of volunteers have donated significant amounts of time to 
PSI’s program services and to its fundraising campaigns. Although the value of these services 
is significant, PSI does not record such value in its financial statements since the criteria for 
recognition is not met in accordance with ASC Topic 958-605-25, Not-For-Profit Entities—
Revenue Recognition. 

(t) Expenses 

Expenses are recognized during the period in which they are incurred.  Expenses paid in 
advance and not yet incurred are deferred to the applicable period. 

(u) Functional Expenses 

Expenses of PSI are reported on a functional basis. PSI conducts a single program, worldwide 
social marketing, as described in note 1. Certain costs have been allocated between 
programs and supporting services benefited, based on direct salaries and fringe benefits. 

(v) Income Taxes 

PSI is recognized as exempt from federal income taxes, other than net unrelated business 
income, under Section 501 (c)(3) of the Internal Revenue Code and is not a private 
foundation under Section 509 (a)(1). For the year ended December 31, 2010, PSI has 
insignificant unrelated business income (see below), the tax impact of which is not material 
to the financial statements. In addition, some of the foreign operations of PSI are subject to 
local income tax in the jurisdictions where they operate, and certain cross-border payments 
are subject to foreign withholding taxes. 

PSI has filed for and received income tax exemptions in the various U.S. jurisdictions where 
it is required to do so. PSI files the Federal Form 990 tax return with the U.S. and with 
various states. 

PSI adopted the provisions of ASC 740-10, Income Taxes, on January 1, 2007.  Under ASC 
740-10, an organization must recognize the tax benefit associated with tax positions taken 
for tax return purposes when it is more-likely-than-not that the position will be sustained.  
The implementation of ASC 740-10 had no impact on PSI’s financial statements.  PSI does not 
believe there are any unrecognized tax benefits that should be recorded.  No interest or 
penalties were accrued as of January 1, 2007 as a result of the adoption of ASC 740-10.  For 
the year ended December 31, 2010, there was no interest or penalties recorded or included 



Population Services International 
 

Notes to Consolidated Financial Statements 
 

14 

in the statements of activities.  PSI is no longer subject to income tax examinations by the 
U.S. federal, state or local tax authorities for years before 2007. 

(w) Use of Estimates 

The preparation of financial statements in conformity with U.S. generally accepted 
accounting principles requires management to make estimates and assumptions that affect 
reported amounts and disclosures at the date of the financial statements. Actual results 
could differ from those estimates. 

(x) Recent Accounting Pronouncements 

Financial Accounting Standards Board (FASB) Codification 

The FASB issued Accounting Standards Codification (ASC) Topic 105, Generally Accepted 
Accounting Principles, which became the source of authoritative nongovernmental U.S. 
generally accepted accounting principles (GAAP) recognized by the Financial Accounting 
Standards Board (FASB) effective on a prospective basis for financial statements issued for 
interim and annual periods ending after September 15, 2009.  The codification does not 
change current GAAP, but organizes pre-existing guidance by topic. Updates to the ASC will 
be made using Accounting Standards Updates (ASU). The accompanying financial statements 
of PSI include references to the codification. 

Fair Value Measurement Recent Accounting Pronouncements 

In 2009, FASB Staff Position 157-4, Disclosures Determining Fair Value When the Volume and 
Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying 
Transactions that are Not Orderly (FSP), was issued and later codified into ASC 820-10, 
which expanded disclosures and required that major categories for debt and equity 
securities in the fair value hierarchy table be determined on the basis of the nature and risks 
of investments.  This guidance was adopted by PSI  for the year ended December 31, 2010.   

In September 2009, the FASB issued ASU 2009-12, Fair Value Measurements and Disclosures 
(Topic 820) – Investment in Certain Entities that Calculate Net Asset Value per Share (or Its 
Equivalent).  ASU 2009-12 permits the use of net asset value per share, without further 
adjustment, to estimate the fair value of investments in investment companies that do not 
have readily determinable fair values.  This guidance also required additional disclosure of 
the investments within the scope of the ASU.  This guidance is effective for periods ending 
after December 15, 2009.  This guidance was adopted by PSI for the year ended 
December 31, 2010. 

In January 2010, the FASB issued ASU 2010-06, Fair Value Measurement and Disclosures 
which amends ASC 820, adding new disclosure requirements for Levels 1 and 2, separate 
disclosures of purchases, sales, issuances, and settlements relating to Level 3 measurements 
and clarification of existing fair value disclosures.  ASU 2010-06 is effective for periods 
beginning after December 15, 2009, except for the requirement to provide Level 3 activity 
of purchases, sales, issuances, and settlements on a gross basis, which will be effective for 
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fiscal years beginning after December 15,  2010.  The application of this guidance will only 
affect disclosures to the financial statements. This guidance was adopted by PSI for the year 
ended December 31, 2010. 

In May 2011, the FASB issued ASU 2011-04—Fair Value Measurement (Topic 820): 
Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in 
U.S. GAAP and IFRSs for fair value measurements intended to achieve common fair value 
measurement and disclosure requirements in U.S. GAAP and International Financial 
Reporting Standards.  The guidance modifies the existing standard to include disclosure of 
all transfers between Level 1 and Level 2 asset and liability fair value categories.  In 
addition, it provides guidance on measuring the fair value of financial instruments managed 
within a portfolio and the application of premiums and discounts on fair value 
measurements.  The guidance requires additional disclosure for Level 3 measurements 
regarding the sensitivity of fair value to changes in unobservable inputs and any 
interrelationships between those inputs. The guidance is effective for interim and annual 
reporting periods beginning after December 15, 2011, with early adoption prohibited.  PSI is 
currently evaluating the impact of this accounting guidance and do not expect any 
significant impact on PSI’s consolidated financial statements. 

3. Funds Maintained in Foreign Accounts 
 
Certain items reflected in the consolidated statements of financial position, including cash and 
cash equivalents of approximately $43 million in local currency, and approximately $28 million in 
U.S. dollars, British pounds, or Euros at December 31, 2010 are maintained at financial institutions 
in foreign countries. For financial reporting purposes, the year-end foreign currency balances are 
translated into U.S. dollars using current exchange rates. 

4. Fair Market Value of Financial Instruments 
 
PSI adopted ASC 820 in 2009. ASC 820 establishes a hierarchy for inputs used in measuring fair 
value that maximizes the use of observable inputs and minimizes the use of unobservable inputs 
by requiring that inputs that are most observable be used when available. Observable inputs are 
inputs that market participants operating within the same marketplace as PSI would use in pricing 
PSI’s asset or liability based on independently derived and observable market data.  

The input hierarchy is broken down into three levels based on the degree to which the exit price is 
independently observable or determinable as follows: 

Level 1 - Valuation based on quoted market prices in active markets for identical assets or 
liabilities. Since valuations are based on quoted prices that are readily and regularly 
available in an active market, valuation of these products does not entail a significant 
degree of judgment.  Examples include equity securities and publicly traded mutual funds 
that are actively traded on a major exchange or over-the-counter market. 
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Level 2 - Valuation based on quoted market prices of investments that are not actively 
traded or for which certain significant inputs are not observable, either directly or 
indirectly.  The fair value of certain bonds and other investments are estimated using 
recently executed transactions, bid/ask prices and pricing models that factor in, where 
applicable, interest rates, bond spreads and volatility. 

Level 3 - Valuation based on inputs that are unobservable and reflect management’s best 
estimate of what market participants would use as fair value. 

In determining the appropriate levels, PSI performs a detailed analysis of the assets and liabilities 
that are subject to the codification provisions of ASC 820. 

PSI investments as of December 31, 2010 consisted of certificates of deposits, equity securities, 
mutual funds and U.S. government agency securities.  The following section describes the 
valuation methodologies use by PSI to measure its financial assets and liabilities at fair value: 

 Certificates of deposits, equity securities and U.S. government agency securities:  PSI’s 
equity securities, certificates of deposits and U.S. government agency securities consist of 
readily marketable securities whose quoted prices are available in the open market.  PSI’s 
estimates fair value for these investments is based on Level 1 inputs. 

 Mutual Funds: The fair values of the participation units owned by PSI in mutual funds, 
invested in security portfolios, are based on the underlying investments and are based on 
the net asset value of the shares held by PSI as determined by quoted market prices at the 
end of the year.  Investment income from the mutual funds reflects earnings of the 
respective underlying funds, including investment income and investment return of the fair 
value of the investments. 

The table below presents the balances of assets measured at fair value on a recurring basis by 
hierarchy level at December 31, 2010: 

 Level 1 Level 2 Level 3 
    

Certificates of deposit held in excess of three 
months 

 
$    2,388,600 

 
$ - 

 
$ - 

Equity securities  3,039,325 - - 
Mutual funds 3,351,561 - - 
U.S. government agency securities 10,372,776 - - 

 
Trade receivables, grants and contracts receivable, accounts payable and accrued expenses: 
The estimated fair values of PSI's short-term financial instruments, including trade and grants 
receivables and accounts payable and accrued expenses arising in the ordinary course of 
operations, approximate their individual carrying amounts due to the relatively short period of 
time between their origination and expected realization.  There are no receivables or payables 
with payment terms in excess of one year. 
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Bonds payable: The fair value of PSI's bonds payable is estimated based on the quoted market 
prices for the same or similar issues or on the current rates offered to PSI for debt of the same 
remaining maturities.  The tax-exempt bonds incur variable interest rates that reset weekly. 

The following table presents the carrying amounts and estimated fair values of financial 
instruments measured at fair value on a non-recurring basis at December 31, 2010: 

 Carrying 
Amount 

Fair 
Value 

   

Trade receivables, net $ 4,716,117 $  4,716,117 
Grants and contract receivables, net 87,279,223 87,279,223 
Accounts payable and accrued expenses 44,114,029 44,114,029 
Bonds payable 45,524,000 45,524,000 

 
5. Investments 
 
Investments are summarized at fair value as follows at December 31, 2010: 

 

Certificates of deposit held in excess of three months  $      2,388,600 
Equity securities  3,039,325 
Mutual funds  3,351,561 
U.S. government agency securities  10,372,776 

 

Total investments  $    19,152,262 

 
Investment return as of December 31, 2010 consists of the following: 

 

Interest and dividend income 
Realized gain on investments 

 $         881,397 
20,128 

Unrealized gain on investments  997,174 
 

Total investment return  $      1,898,699 

 
Investment management fees for the year ended December 31, 2010 were not considered material 
by management. 
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6. Trade Receivables 
 
At December 31, 2010, amounts due from the sales of commodities consist of the following: 

  

Trade receivables   $     5,500,233 
Less allowance for doubtful accounts   (784,116) 

  
Total trade receivables, net   $     4,716,117 

 
7. Grants and Contracts Receivable 
 
At December 31, 2010, amounts due from grants and contracts consist of the following: 

 

Billed  $    7,235,488 
Unbilled  80,143,735 

 87,379,223 
 

Less allowance for doubtful accounts  (100,000) 
 

Total grants and contracts receivable, net  $  87,279,223 
 

U.S. government  $  34,498,377 
Non-U.S. governments  27,184,278 
International organizations  27,743,453 
Foundations and corporations  953,165 

 87,379,223 
 

Less allowance for doubtful accounts  (100,000) 
 

Total grants and contracts receivable, net  $  87,279,223 

 
Unbilled amounts are expected to be billed and collected within the next year.  Unbilled 
receivables represent allowable costs incurred in excess of amounts billed. 

Deferred grants and fees represent advances from various program sponsors.  At December 31, 
2010 amounts were advanced from the following sponsors: 

U.S. government  $       808,743 
Non-U.S. governments  30,936,483 
International organizations  81,225,784 
Foundations and corporations  33,926,723 

 
Total deferred grants and fees  $ 146,897,733 
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8. Contributions Receivable 
 
Unconditional promises to give at December 31, 2010 of $111,490 are receivable in less than 
one year and considered fully collectible. As of December 31, 2010 there were no conditional 
promises to give. 

9. Property and Equipment 
 
Property and equipment consists of the following at December 31, 2010: 

 

Land  $   24,911,548 
Building  26,317,496 
Leasehold improvements  4,279,608 
Equipment held under capital leases  937,130 
Furniture and equipment  32,616,346 

 89,062,128 
 

Less accumulated depreciation  (20,686,661) 
 

Total property and equipment, net  $   68,375,467 

 
Depreciation expense totaled $6,393,594 for the year ended December 31, 2010. 

10. Temporarily Restricted Net Assets 
 
Temporarily restricted net assets are available for use based on specific donor restrictions. 
Temporarily restricted net assets as of December 31, 2010 are restricted for use as follows: 

 

HIV/AIDS  $    6,037,404 
Water purification systems  2,009,618 
Family planning  512,517 
Other program uses or locations  3,436,003 

 
Total temporarily restricted net assets  $   11,995,542 
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Net assets released from restrictions for the years ended December 31, 2010 are as follows: 

 

HIV/AIDS  $       988,594 
Water purification systems  54,648 
Family planning  32,476 
Other program uses or locations  704,513 

 
Total temporarily restricted net assets  $    1,780,231 

 
11. Related Party Transactions 
 
PSI Europe (PSI/E) was formed in 1996 as an independently governed organization that is not 
consolidated in these financial statements. PSI appointed one of three founding members of PSI/E. 
During 2010, PSI paid PSI/E approximately $435,000. 

PSI has entered into certain transactions with Greenstar Social Marketing Pakistan (Guarantee) 
Limited (Greenstar), an organization of which PSI’s President is also a Board member. During 2010, 
PSI paid Greenstar approximately $7.5 million in sub-award expenses. 

12. Employee Benefits 
 
Effective December 31, 2002, PSI merged three related defined contribution employee benefit 
plans into one plan that includes four tiers of eligibility. PSI makes contributions into the tiers of 
this plan for eligible employees residing in developed or less developed countries (as defined in 
the plan document) and having completed at least one year and 1,000 hours of service, based on 
the following criteria. Tier 1 (formerly Plan I, established January 1, 1980 and amended 
January 1, 1998) receives 6% of covered compensation earned for international employees 
permanently assigned to less developed countries. Tier 2 (formerly Plan II, established January 1, 
1996) receives 2% of covered compensation earned for employees residing in or serving in 
developed countries. Tier 3 (formerly Plan III, established January 1, 1998 and the surviving 
consolidated plan) receives 11% of covered compensation earned for employees residing in or 
serving in developed countries. Tier 4 receives discretionary supplemental contributions for 
certain eligible executive employees. 

Pension expense for all pension plans aggregated $2,105,806 for the year ended December 31, 
2010. 

PSI/Nigeria, a consolidated PSI affiliate, maintains a defined contribution retirement plan 
pursuant to the pension reform act of 2004 set forth by the National Pension Commission of the 
Federal Republic of Nigeria which is available to all full-time employees. The pension law in 
Nigeria, which took effect in 2006, requires a minimum contribution of 7.5% employee and 7.5% 
employer based on basic salary, housing and transport. Effective as of 2006, PSI/Nigeria operates 
the government statutory contribution plan. Pension expense for PSI/Nigeria was $393,375 for the 
year ended December 31, 2010. 
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13. Lease Commitments 
 
PSI is obligated under capital leases for equipment that expire at various dates during the next 
five years. At December 31, 2010, the gross amount of equipment and related accumulated 
amortization recorded under capital leases were as follows: 

 

Equipment  $     937,130 
Less accumulated amortization  (441,683) 

 
Total equipment under capital leases, net  $     495,447 

 
Amortization of assets held under capital leases is included in depreciation expense. Future 
minimum lease payments for years ending December 31 are: 

December 31, 
 Capital  

Leases 

2011 $     276,338 
2012 210,514 
2013 173,783 

Total minimum lease payments 660,635 

Less amount representing interest (119,784) 

Obligations under capital leases, included in other liabilities $     540,851 

 
Rent expense, net of rent abatements, and sublease income, was $10,316,005 for the year ended 
December 31, 2010. 

14. Lease Rental Income 
 
PSI occupies approximately 40.2% of its headquarters building, and its portion of the occupancy 
costs is included in management and general expenses. PSI leases the remaining commercial space 
to various third parties. The terms of the leases range from 2 to 10 years, including renewal 
options. 

Gross revenues for 2010 for the building were $4,071,136 including PSI’s building occupancy rent 
of $2,017,315. Expenses for the entire building were $3,386,252 for 2010. The net rental revenue 
excluding the PSI portion of rent for 2010 was $24,443. 

 

 

 



Population Services International 
 

Notes to Consolidated Financial Statements 
 

22 

Future minimum lease income for years ending December 31, are: 

December 31,  

2011 $     2,481,078 
2012 2,547,029 
2013 2,424,059 
2014 2,143,368 
2015 1,989,517 

Thereafter 7,544,978 

Total minimum lease income $   19,130,029 

 
15. Bonds Payable 
 
In 2007, PSI entered into several loan agreements to finance the acquisition of its headquarters 
building in Washington, DC. 

Under a loan agreement with a bank dated April 20, 2007, $47,855,000 was borrowed for the 
acquisition. On November 15, 2007, a repayment of $26,502,828 was made to the bank from the 
issuance of the Series 2007 Bond (see below), and an amended and restated Deed of Trust Note 
agreement was signed for the remaining balance of $21,352,172. Monthly principal payments are 
to be paid beginning December 1, 2012 and continuing until maturity on November 15, 2019 when 
the remaining balance of $14,202,521 is to be paid. Interest is payable at the beginning of each 
month effective December 1, 2007 based on the LIBOR rate plus 0.45%. The interest rate was .71% 
as of December 31, 2010. The Deed of Trust note agreement is secured by the land, buildings and 
improvements of PSI’s headquarters. 

In 2008, PSI was required to pay the bank $2,331,000 towards the principal outstanding under the 
Deed of Trust Note agreement to ensure that PSI was in compliance with its loan-to-value ratio of 
90% of the appraised value of the property. Additionally, the remaining eligible expenditures 
under the Bonds, totaling $1,697,172, were incurred, submitted for payment, and were released. 
PSI was required to pay the bank the $1,697,172 to further reduce the Deed of Trust Note 
agreement balance to $17,324,000. 

In November 2007, PSI entered in another loan agreement for a maximum amount of $28,200,000 
in connection with the issuance of Variable Rate Revenue Bonds (Series 2007 Bonds) through the 
District of Columbia. The installment payments for the bonds maturing November 1, 2037, begin 
on November 1, 2027, and range from $2 to $3.2 million per year through the maturity date. The 
interest rate was .98% at December 31, 2010. 

The Bonds are secured by land, building and improvements of PSI’s headquarters. In order to 
provide enhanced security and liquidity for the weekly remarketing of the Bonds, PSI entered into 
a letter of credit with a bank totaling $28,576,000, which expires on November 15, 2019. Under 
the terms of the letter of credit, the bank is obligated to lend funds to PSI in amounts sufficient to 
pay the purchase price of any bonds tendered for purchase. The letter of credit has various 
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financial covenants including maintaining certain debt coverage ratios, maintaining certain 
liquidity ratios, limitations on other debt and limitations on sale, lease or assignment of assets 
with a net book value exceeding certain amounts per fiscal year. As of December 31, 2010, PSI 
was in compliance with all of these covenants except for the requirement to submit December 31, 
2010 financial statements and financial information within 30 days after the end of the fiscal 
quarter, for which PSI obtained a waiver from the bank. 

The maximum amount of the $28,200,000 bond proceeds available has been drawn as of 
December 31, 2009 to cover eligible expenditures for the acquisition and renovation. This amount 
was used to repay a portion of the original loan agreement dated April 20, 2007 of $47,855,000 as 
noted above. 

As of December 31, 2010, the aggregate maturities of the long-term bonds, including the 
payments under the terms described above, are as follows: 

Year ended December 31, 
 Principal 

Payments 

2011 $                 - 
2012 32,194 
2013 997,313 
2014 1,018,332 
2015 1,040,464 
Thereafter 42,435,697 

Total payments $   45,524,000 
 
Interest expense on the Bonds and Deed of Trust Note for the year ended December 31, 2010 was 
$282,343, of which $42,846 is included in accounts payable in the accompanying statements of 
financial position. 

16. Line-of-Credit 
 
In August 2010, a new line of credit was received to replace a previously held letter of credit.  
The line, which totals $20 million and is secured by PSI’s investments, carries an interest rate of 
LIBOR plus .95%, and has an expiration date of August 2011, which renews annually at the 
discretion of the financial institution. As of December 31, 2010, PSI had a balance outstanding of 
$7,453,498. The interest rate was 1.21% as of December 31, 2010.  Interest expense on the letter 
of credit for the year ended December 31, 2010 was $109,426, of which $11,466 was capitalized 
and outstanding as principal and $7,767 was included in accounts payable in the accompanying 
statements of financial position. 
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17. Commitments and Contingencies 
 
Grants:  PSI receives a substantial portion of its revenue from U.S. and non-U.S. government 
grants and contracts, which are subject to audit. The ultimate determination of amounts received 
under these projects generally is based upon allowable costs reported to and audited by the 
governments or their designees. Until such audits have been completed and final settlement 
reached, there exists a contingency to refund any amounts received in excess of allowable costs. 
Management believes that no material liability will result from such audits. 

Other:  PSI is party to various legal actions and claims arising in the ordinary course of its 
business.  PSI’s management believes that their ultimate disposition will not have a material 
adverse effect on PSI’s financial position or change in net assets. 

18. Prior Period Adjustment 
 
The unrestricted net assets for 2009 have been restated to correct for two  errors made in 2009 
and earlier years as follows: 

During the year-end financial close process of fiscal 2010, PSI discovered errors related to 
beginning balances in connection with the implementation of a new financial reporting system.  In 
addition, PSI reassessed the classifications of its program income activities and determined an 
error related to revenue recognition.  The inception to date net impact of the implementation and 
revenue recognition errors were $(10.9) million and is represented as a cumulative decrease to 
the prior period unrestricted net assets. 

PSI reviewed its accounting policy related to the procurement and distribution of certain inventory 
items under funding arrangements.  PSI determined that certain inventory items had been 
improperly written down in the prior period resulting in the understatement of inventory and 
overstatement of program expense in the amount of $31 million.  In addition, as a result of the 
write-down of these inventory items, deferred commodities was understated and grant revenue 
was overstated in the amount of $31 million.  This error had no impact to the prior period 
unrestricted net assets or change in net assets. 

19. Subsequent Events 
 
During the first quarter of 2011, PSI experienced an inventory loss of approximately $3.8 million as 
a result of political unrest in Cote D’Ivore.  The loss has been determined to be recoverable under 
PSI’s insurance program resulting in immaterial 2011 loss limited to the coverage deductible which 
is not material to PSI’s consolidated financial position or change in net assets. 

PSI has evaluated subsequent events from the balance sheet through October 14, 2011 the date 
the statements were issued and determined there are no other events to disclose. 
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Program Management Totals
Services and General Fundraising 2010

U.S. based and residential project advisor salaries 13,604,222$   13,462,648$   81,316$         27,148,186$   
Fringe benefits 5,171,982      5,118,159      30,914           10,321,055     

Salaries and fringe benefits 18,776,204     18,580,807     112,230         37,469,241     
Local staff salaries and fringe benefits 90,213,966     89,041           -                   90,303,007     
Allowances 9,976,484      977,810         -                   10,954,294     

Total salaries and related expenses 118,966,654   19,647,658     112,230         138,726,542   

Travel 32,037,133     2,804,110      32,666           34,873,909     
Consultants and contracts 16,157,229     7,933,870      47,893           24,138,992     
Furniture and equipment 9,011,175      421,359         -                   9,432,534      
Commodities 172,006,117   -                   -                   172,006,117   
Subrecipients 62,019,491     -                   -                   62,019,491     
Promotions and advertising 71,424,729     2,124             -                   71,426,853     
Office costs 32,744,295     1,989,971      15,298           34,749,564     
Other direct and indirect costs 31,605,056     812,177         -                   32,417,233     

Total expenses before depreciation 545,971,879   33,611,269     208,087         579,791,235   

Depreciation and amortization 4,003,091      2,565,472      -                   6,568,563      

Total expenses before allocation of indirect costs 549,974,970   36,176,741     208,087         586,359,798   

Allocation of indirect costs to fundraising (108,780)        108,780         -                   

Total expenses per financial statements 549,974,970   36,067,961     316,867         586,359,798   

Allocation of indirect costs to program services 35,491,646     (35,491,646)   -                   

Total expenses after allocations 585,466,616$ 576,315$        316,867$        586,359,798$ 

See accompanying notes to the consolidated financial statements.
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Unrestricted
U.S. Non-U.S. International Foundations/ Total Temporarily Permanently Totals

Government Governments Organizations Corporations Other Unrestricted Restricted Restricted 2010
Revenue, gains, and other support:

Grants, fees, program income, and
other support:

Grants and fees 153,565,471$ 96,892,078$   124,383,816$ 76,048,396$   172,749$       451,062,510$ -$                  -$                  451,062,510$ 
Program income 4,269,891      5,839,449      3,282,935      637,903         20,276,129     34,306,307     -                   -                   34,306,307     
Donated commodities,

equipment, and services 28,258,014     11,436,215     45,337,332     -                   6,174,618      91,206,179     -                   -                   91,206,179     

Other -                   -                   -                   -                   1,478,675      1,478,675      -                   -                   1,478,675      
Contributions -                   -                   -                   -                   382,085         382,085         1,859,537      -                   2,241,622      

Total grants, fees, program
income, and other support 186,093,376   114,167,742   173,004,083   76,686,299     28,484,256     578,435,756   1,859,537      -                   580,295,293   

Net rental gain -                   -                   -                   -                   24,443           24,443           -                   -                   24,443           
Investment income -                   -                   -                   -                   1,898,699      1,898,699      -                   -                   1,898,699      
Foreign currency transaction gain -                   -                   -                   -                   2,802,847      2,802,847      -                   -                   2,802,847      
Net assets released from restrictions -                   -                   -                   -                   1,780,231      1,780,231      (1,780,231)     -                   -                   

Total revenue, gains, and other support 186,093,376$ 114,167,742$ 173,004,083$ 76,686,299$   34,990,476$   584,941,976$ 79,306$         -$                  585,021,282$ 

See accompanying notes to the consolidated financial statements.
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