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Independent Auditor’s Report on Financial Statements
and Schedule of Expenditures of Federal Awards

Board of Directors
Guttmacher Institute, Inc.

We have audited the accompanying balance sheet of Guttmacher Institute, Inc. as of
December 31, 2011 and 2010, and the related statements of activities, functional expenses
and cash flows for the years then ended. These financial statements are the responsibility of
Guttmacher Institute, Inc.’s management. 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 and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basts for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of Guitmacher Institute, Inc.’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 audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Guttmacher Institute, Inc. as of December 31,
2011 and 2010, and the changes in its net assets and its cash flows for the years then ended
in conformity with accounting principles generally accepted in the United States of America.

Auditors and Consultants 655 Third Avenue, 12th Floor, New York, NY 10017
Serving the Health Care & Not-for-Profit Sectors (212) 867-4000 / Fax (212) 867-9810 [ wunw.loebandtroper.com



2.

In accordance with Government Auditing Standards, we have also issued our report
dated June 21, 2012 on our consideration of Guttmacher Institute, Inc.’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements as a whole. The accompanying Schedule of Expenditures of Federal Awards is
presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations,
and the information in Schedules 1 through 4 is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the Schedule of Expenditures of Federal Awards and
Schedules 1 through 4 are fairly stated in all material respects in relation to the financial
statements as a whole.

7 7% 4

June 21,2012
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GUTTMACHER INSTITUTE, INC.

EXHIBIT A

BALANCE SHEET
DECEMBER 31,2011 AND 2010
2011 2010
ASSETS
Cash and cash equivalents $ 1,094,845 § 1,485,422
Investments 18,233,898 16,364,181
Contributions and grants receivable 8,628,618 4,851,334
Other receivables ‘ 77,400 79,836
Prepaid expenses and other assets 218,794 131,556
Security deposits 19,163 19,093
Deferred debt issuance costs - net 415,928 432,333
Fixed assets - net 11,510,236 11,770,219
Total assets $ 40,198882 $ 35,133,974
LIABILITIES AND NET ASSETS

Liabilities
Accounts payable and accrued expenses $ 607,990 $ 683,248
Note payable 700,003 766,669
New York City Industrial Development Agency bonds 10,210,000 10,400,000
Total liabilities 11,517,993 11,849,917

Net assets

Unrestricted

Undesignated 3,563,882 3,442,254
Board-designated endowment fund 3,522,968 3,987,713
Net investment in property and equipment 1,016,161 1,035,883
Total unrestricted 8,103,011 8,465,850
Temporarily restricted 15,722,640 9,962,969
Permanently restricted 4,855,238 4,855,238
Total net assets 28,680,889 23,284,057
Total liabilities and net assets $ 40,198,882 $ 35,133,974

See independent auditor’s report.

The accompanying notes are an integral part of these statemenits.
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EXHIBIT D
GUTTMACHER INSTITUTE, INC.

STATEMENT OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2011 AND 2010

2011 2010

Cash flows from operating activities
Change in net assets $ 5,396,832 $  (4,949,746)
Adjustments to reconcile change in net assets to net
cash provided (used) by operating activities

Depreciation and amortization 561,449 496,626
(Gain) loss on investments : 567,861 (334,682)
Decrease (Increase) in assets
Contributions and grants receivable (3,777,284 2,512,639
Other receivables 2,436 25,914
Prepaid expenses and other assets (87.238) 3,893
Security deposits (70) 201
Increase (decrease) in liabilities ,
Accounts payable and accrued expenses {75,258) 31,271
Deferred subscription revenue (201)
Net cash provided (used) by operating activities 2,588,728 (2,209,085)
Cash flows from investing activities
Purchase of fixed assets (285,061) {291,027)
Purchases of investments (14,324,813) (4,708,855)
Proceeds from sales of investments 11,887,235 8,422,371
Net cash provided (used) by investing activities (2,722,639) 3,422 489
Cash flows from financing activities
Repayment of note payable (66,666) (66,666)
Repayment of bonds (150,000) {180,000)
Net cash used by financing activities (256,666) (246,666)
Net increase (decrease) in cash and cash equivalents (390,577) 866,738
Cash and cash equivalents - beginning of year 1,485,422 518,684
Cash and cash equivalents - end of year $ 1,094,845 $ 1,485,422

Supplemental disclosure of cash flow information
Cash paid for interest $ 606,575 $ 617,692

See independent auditor’s report.

The accompanying notes are an integral part of these statements.
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GUTTMACHER INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 1 - NATURE OF ORGANIZATION

Guttmacher Institute, Inc. (the “Institute™), incorporated in New York in 1977, with offices in
New York City and Washington, D.C., advances sexual and reproductive health in the United
States and worldwide through an interrelated program of social science research, policy analysis
and public education. The Institute conducts its activities through revenue generated from the
United States and foreign government grants and contracts, private organization grants,
individual contributions and the sale of publications.

The Institute is a not-for-profit tax-exempt organization under Section 501(¢)(3) of the Internal
Revenue Code. The Institute is primarily supported by grants and contributions.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of accounting - The financial statements are prepared on the accrual basis accounting.

Use of estimates - The preparation of financial statements in conformity with accounting

~ principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Cash and cash equivalents - The Institute considers all highly liquid investments with original
maturities of 90 days or less to be cash and cash equivalents, except for cash and money market
funds contained in the Institute’s investment portfolio.

Investments - Investments are recorded at fair value. Investment securities, in general, are
exposed to various risks such as interest rate, credit, and overall market volatility risks. Due to
the level of risk 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, based on the
markets’ fluctuations, and that such changes could materially affect the amounts reported in the
Institute’s financial statements.

-continued-
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GUTTMACHER INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Contributions and granfts receivable - Unconditional promises to give (pledges) are recorded as
income when the Institute is formally notified of the grants or contributions by the respective
donors. Unconditional promises to give that are expected to be collected in future years are
recorded at the present value of their estimated future cash flows. The discounts on those
amounts are computed using risk-adjusted interest rates applicable to the vears in which the
promises are received. Amortization of the discounts is included in contribution revenue.
Conditional promises to give are not included as support until the conditions are substantially
met. The Institute does not charge interest on outstanding receivables.

Allowance for doubtful accounts - The Institute determines whether an allowance for
uncollectibles should be provided for contributions and grants receivable. Such estimates are
based on management’s assessment of the aged basis of its contributions and other sources,
current economic conditions, subsequent events and historical information. Contributions and
grants receivable are written off against the allowance for doubtful accounts when all reasonable
collection efforts have been exhausted. As of December 31, 2011 and 2010, the Institute had no
allowance for doubtful accounts.

Fixed assets - Fixed assets are recorded at cost less accumulated depreciation or amortization.
These amounts do not purport to represent replacement or realizable values. The Institute
capitalizes all property and equipment having a cost in excess of $500 and a useful life of
greater than one year.

Depreciation and amortization - Leasehold improvements are amortized on the straight-line
basis over the lesser of their useful lives or the term of the lease. Depreciation and amortization
are provided on the straight-line basis over the following estimated useful lives of the assets:

Commercial condominivm 40 years
Furniture and fixtures 3-10 years
Computer hardware and software 3-5 years
Leasehold improvements Life of the lease

Deferred debt issuance costs - Financing costs are deferred and amortized over the term of the
related debt.

-continued-
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GUTTMACHER INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Contributions - Unconditional contributions, including promises to give cash and other assets,
are reported at fair value at the date the contribution is received. The gifts are reported as
temporarily restricted support if they are received with donor stipulations that limit the use of
the donated assets. When a donor restriction expires, that is, when a stipulated time restriction
ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified as
unrestricted net assets and reported in the statement of activities as net assets released from
restrictions. ‘

Unrestricted net assets - Unrestricted net assets include funds having no restriction as to use or
purpose imposed by donors.

Board designated net assets - Unrestricted net assets designated by the Board of Directors to
function as endowments.

Temporarily and permanently restricted net assets - Temporarily restricted net assets are those
whose use by the Institute has been limited by donors to a specific time period or purpose.
Permanently restricted net assets have been restricted by donors to be maintained by the Institute

in perpetuity.

Measure of operations - The Institute includes in its definition of operations all revenues and
expenses that are an integral part of its programs and supporting activities, except for investment
income (losses) earned from the endowment fund.

Functional allocation of expenses - The costs of providing services have been summarized on a
functional basis. Accordingly, certain costs have been allocated among the programs and
supporting services benefited.

Fair Value Measurements and Disclosures

Fair Value Measurements and Disclosures establishes a framework for measuring fair value.
The framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices
in active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements). The threc levels of the fair value
hierarchy are described below. Level 1 inputs to the valuation methodology are unadjusted
quoted prices for identical assets or liabilities in active markets that the Institute has the ability
to access. Level 2 inputs to the valuation methodology include:

*  Quoted prices for similar assets or liabilities in active markets;

*  Quoted prices for identical or similar assets or liabilities in inactive markets;

-continued-
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GUTTMACHER INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair Value Measurements and Disclosures (continued)
¢ Inputs other than quoted prices that are observable for the asset or liability;

¢ Inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable
for substantially the full term of the asset or liability. Level 3 inputs to the valuation
methodology are unobservable and significant to the fair value measurement. The asset or
liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.

The following is a description of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used at December 31, 2011 as
compared to those used at December 31, 2010.

Money market funds - Valued at the closing price reported on the active market on which
the individual securities are traded.

Equities and mutual funds - Valued at the closing price reported on the active markst on
which the individual securities are traded.

Fixed income - Valued at the closing price reported on the active market on which the
individual securities are traded.

Limited partnership and alternative investment - There are no observable inputs and
certain of the underlying investments are not publicly traded and there is no secondary
market for such funds. The securities are valued based on the current value provided by
investment managers of the underlying funds.

The methods described above may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, while the Institute believes
its valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial
instruments could result in a different fair value measurement at the reporting date.

Note 4 sets forth by level, within the fair value hierarchy, the assets at fair value at
December 31, 2011 and 2010.

-continued-
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GUTTMACHER INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Reclassification - The 2010 balance sheet was reclassified to combine deferred subscription
revenue with accounts payable and accrued expenses. Additionally, grants from global
organizations was shown as a separate caption on the 2010 statement of activities, and the 2010
functional expense schedule was reclassified to conform with the current year’s presentation.

Uncertainty in income taxes - The Institute has determined that there are no material uncertain
tax positions that require recognition or disclosure in the financial statements. Periods ending
December 31, 2008 and subsequent remain subject to examination by applicable taxing
authorities.

Subsequent events - Subsequent events have been evaluated through June 21, 2012, which is the
date the financial statements were available to be issued.

NOTE 3 - CONTRIBUTIONS AND GRANTS RECEIVABLE - NET

The contributions to be received after one year are discounted to fair value using an interest rate
of 2% for the vear ended December 31, 2011.

Contributions and grants receivable consist of the following as of December 31, 2011:

2012 $ 5,683,706
2013 2,166,235
2014 839,792
8,689,733
Less unamortized discount to present value (61.115)
$__8.628,618
-continued-
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GUTTMACHER INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 4 - INVESTMENTS

The fair value hierarchy of investments is:

2011
Level 1 Level 3 Total
Money market $_ 5912251 $ - $ 5912251
Equities
Common stock
Basic materials : 108,275 - 108,275
Communication services 69,347 - 69,347
Consumer cyclical 192,585 - 192,585
Consumer defensive 395,282 - 395,282
Energy 119,841 - 119,841
Financial services 127,796 - 127,796
Healthcare 268,429 - 268,429
Industrials 348,186 - 348,186
Real estate ' 49,875 - 49,875
Technology 278,876 - 278,876
{tilities 48,394 - 418.394
2.006.886 - 2.006.886
Fixed income
Certificates of deposit 1,685,322 - 1,685,322
U.8. Government bonds 800.584 - 300,584
2.485,906 - 2.485.906

-continued-
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GUTTMACHER INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 4 - INVESTMENTS (continued)

2011
Level 1 Level 3 Total
Mutual funds
Foreign large value $ 933,800 i - $ 933,800
Large growth 789,476 - 789,476
Large blend 794,648 - 794,648
Diversified emerging markets 396,267 - 396,267
Short-term bond 2,632,020 - 2,632,020
World bond 747,511 - 747,511
Large value 460.595 - 460.595
6.754.317 - 6.754,.317
Limited partnership and
alternative investment - 1,074,538 1.074.538
$_17.159.360 $__1.074,538 $_18.233,898
Investment income (loss) consists of the following:
Interest and dividends $ 225,632
Unrealized loss on investments - net (128,720)
Realized loss on investments - net (439,141)
Investment fees (53,592)
Net investment loss $__ (395821
-continued-
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GUTTMACHER INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31,2011 AND 2010

NOTE 4 - INVESTMENTS (continued)

2010
Level 1
Money market funds $._2741.872
Mutual funds
International 881,547
Mid cap 1,083,523
Large value 1.613.071
3.578.141
Fixed income
Certificates of deposit 4,240,705
Mortgage-backed securities 1,821,932
Government obligations 3.981.,531
10.044.168
$_16364.181

Level 3 Gains and Losses

The table below sets forth a summary of changes in the fair value of the Level 3 assets for the

years ended December 31:
2011
Balance, beginning of year - $ -
Total gains or losses (realized/unrealized) included in
changes in net assets relating to instruments still
held at the reporting date (112,247
Purchases 1,186,785

Balance, end of year : $_1.074,538

-continued-
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GUTTMACHER INSTITUTE, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 4 - INVESTMENTS (continued)

Level 3 Gains and Losses (continued)

Fair Unfunded Redempiion Redemption
Value Commitments Frequency Notice Period
Alternative
investment $ 530,376 Quarterly 65 days

The alternative investment seeks capital appreciation while targeting a portfolio level volatility
of 3% to 5% over a market cycle by typically investing in 15-35 hedge funds. The underlying
hedge funds utilize various investment strategies including relative value, event driven,
long/short equity and tactical trading strategies.

Limited
partnership $ 544,162 Monthly 15 days

The limited partnership secks to provide long-term capital appreciation by investing primarily in
U.S. companies in the medium market capitalization segment. These companies generally have
a capitalization at the time of purchase of $1-10 billion.

NOTE 5 - FIXED ASSETS

Property and equipment consist of the following:

2011 2010

Commercial condominium $ 11,966,673 $ 11,966,673
Furniture and fixtures 1,214,835 1,203,221
Computer hardware and software 1,455,439 1,275,955
Leasehold improvements 693,547 599.584

Total cost 15,330,494 15,045,433
Less accumulated depreciation and

amortization (3.820,258) (3.275.214)
Net book vaiue $ 0.236 $_11,770.219
-continned-
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10.
GUTTMACHER INSTITUTE, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 6 - LONG-TERM DEBT

New York City Industrial Development Agency Bonds

In May 2007, the Institute borrowed $11,000,000 through the issuance of Civic Facility Revenue
Bonds, Series 2007 (the “bonds™) by the New York City Industrial Development Agency
(“IDA”) to finance the acquisition of office space to be used as the Institute’s place of
operations. The bonds, in an aggregate original face amount of $11,000,000, mature at
December 1, 2016 and December 1, 2036 and bear interest at rates of 5.25% and 5.75%. The
bonds are collateralized by the purchased property.

Future minimum payments are as follows:

Year Ending

December 31
2012 $ 340,400
2013 352,841
2014 360,084
2015 367,197
2016 374,178
Thereafter 10,729,384
12,524,084

Less amounts representing

interest (2,314,084)

Present value of net
minimum lease payments $_10.210,000

In connection with the issuance of the bonds, the Institute leased its property to the IDA for the
duration of the debt, for a nominal rental, and concurrently leased the property back from the
IDA for the same period at a rental equal to annual debt service. The Institute guarantees
payment of rent under the lease agreement.

Interest expense was $591,575 and $601,025 for the years ended December 31, 2011 and 2010,
respectively.

-continued-
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11.
GUTTMACHER INSTITUTE, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31,2011 AND 2010

NOTE 6 - LONG-TERM DEBT (continued)

Note Payable

In May 2007, the Institute entered into an unsecured loan agreement with an unrelated
organization for $1,000,000 to finance a portion of the acquisition of office space. The loan
matured and was repaid on March 31, 2012 and bore interest at a rate of 2%. Interest expense
was $13,000 and $16,667 for the years ended December 31, 2011 and 2010, respectively.
Minimum annual future payments under the loan agreement are as follows:

Year Ending

December 31 Amount
2012 ) 700,003

NOTE 7 - NET ASSETS

Temporarily restricted net assets are available for the following purposes:

2011 2010

Time restricted for periods ending after year end $_ 4.021.667 $_4.055.000
Restricted by time and for the following purposes:

Public education 1,652,602 219,606

Public policy 501,854 914,742

Research 9,546,517 4,773,621

11,700,973 5.907.969

$_15,722.640 $__9.962 969

-continued-
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12.
GUTTMACHER INSTITUTE, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 7 - NET ASSETS (continued)

Temporarily restricted net assets were released from restrictions by the passage of time and by
incurring expenses satisfying the following:

2011 2010
Time restrictions satisfied $_ 4.135.650 $ 4.893.833
Purpose restrictions satisfied:
Research 4,668,381 4,345,720
Public education 1,963,361 2,085,403
Public policy 662,388 584.260
7.294.130 7.015,383
$_11.429.780 $_11.909.2

NOTE 8 - EMPLOYEE BENEFIT PLANS

401¢k) Plan

The Institute maintains a defined-contribution retirement plan established under Section 401(k)
of the Internal Revenue Code that covers substantially all employees, each of whom must meet
certain eligibility requirements as to age and length of service. During 2011 and 2010, the
Institute’s expense related to contributions to the 401(k) plan was approximately $626,000 and
$598,000, respectively.

Deferred Compensation Plan

In April 2004, the Institute established a deferred compensation plan under Section 457(b) of the
Internal Revenue Code for certain eligible employees, defined by the Institute as its executive
team. Under the terms of the 457(b) Plan, eligible employees may contribute amounts through a
salary-reduction agreement. The Institute does not contribute to this plan.

-continued-
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13.
GUTTMACHER INSTITUTE, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 9 - COMMITMENTS AND CONTINGENCIES

A. The Institute is obligated under a noncancelable operating lease for its regional office in
Washington, D.C. expiring 2024.

Future minimum lease payments are as follows:

2012 $ 232,346
2013 245,483
2014 251,605
2015 257,872
2016 264,335

Thereafter 2.143.996
$_3.395.637

Rent expense for the years ended December 31, 2011 and 2010 was approximately $239,000
and $228,000, respectively.

B. Government-funded activities are subject to audit by the applicable granting agencies. As of
December 31, 2011 and 2010, no such audits had been undertaken at the Institute, and
management has no reason to believe that unaudited projects would result in any material
obligations.

NOTE 10 - RENTAL INCOME AGREEMENT
The Institute entered into a three-year lease agreement to lease approximately 1,800 square feet
of its condominium to an unrelated not-for-profit organization. The agreement was terminated
by the Institute on May 31, 2012. The rental income recognized for the fiscal year ended
December 31, 2011 and 2010 was $60,750 and $60,000, respectively. The future anticipated
payment to be received in 2012 is $26,250.

NOTE 11 - CONCENTRATIONS
Financial instruments that potentially subject the Institute to concentrations of credit risk consist

principally of cash and cash-equivalent accounts deposited in financial institutions, the balances
of which, from time to time, may exceed federal insurance limits.

-continued-
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GUTTMACHER INSTITUTE, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 12 - ENDOWMENT FUNDS

General

The Institute’s endowment consists of two individual funds, a donor-restricted endowment fund
and a fund designated by the Board of Directors to function as endowment. As required by
GAAP, net assets associated with endowment funds are classified and reported based on the
existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law

The Board of Directors of the Institute has adopted the New York Prudent Management of
Institutional Funds Act (NYPMIFA). NYPMIFA moves away from the “historic dollar value”
standard, and permits charities to apply a spending policy to endowments based on certain
specified standards of prudence. The Institute is now governed by the NYPMIFA spending
policy, which establishes a maximum spending limit of 7%. As a result of this interpretation,
the Institute classifies as permanently restricted net assets (a) the original value of gifts donated
to the permanent endowment, (b) the original value of subsequent gifis to the permanent
endowment, and (¢} accumulations to the permanent endowment made in accordance with the
direction of the applicable donor gift instrument at the time the accumulation is added to the
fund. The remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until those
amounts are appropriated for expenditure by the organization in a manner consistent with the
standards of prudence prescribed by NYPMIFA.

Return Objectives and Risk Parameters

The Institute has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by endowment, while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets
of donor-restricted funds that the Institute must hold in perpetuity, as well as board-designated
funds. Under this policy, as approved by the Board, the endowment assets are invested in a
manner that is intended to produce acceptable rates of return, with a moderate level of
investment risk.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Institute relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). The Institute targets a diversified asset
allocation to achieve its long-term returnt objectives within prudent risk constraints.

-continued-
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GUTTMACHER INSTITUTE, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2011 AND 2010

NOTE 12 - ENDOWMENT FUNDS (continued)

Spending Policy and Investment Objectives

15,

The Institute has a policy for appropriating for distribution each year, depending on fiscal need,
up to 5.5% of the endowment funds’ average fair value over the prior 12 quarters through the
year end preceding the year in which the distribution is planned.

Funds with Deficiencies

The Institute does not have any funds with deficiencies.

Endowment Net Asset Composition by Type of Fund as of December 31, 2011

The endowment net asset composition consists of permanently donor-restricted funds of
$4,855,238 and board-designated endowment funds of $3,522,968.

Changes in Endowment Net Assets for the Year Ended December 31, 2011

Endowment net assets,
beginning of year

Interest and dividends

Net realized and
unrealized losses

Appropriation of
endowment assets
for expenditures

Endowment net assets,
end of year

Board

Designated

Endowment  Temporarily Permanently
Fund Restricted Restricted Total

$ 3,987,713 $ 4,855,238 $ 8,842,951

56,942 $ 49,119 106,061

(214,5%50) (356,210) (570,806)
(307.091) 307.091

$ 3522 $ - $_4,855238 $_8,378.206

-continued-
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GUTTMACHER INSTITUTE, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE 12 - ENDOWMENT FUNDS (continued)

DECEMBER 31, 2011 AND 2010

Changes in Endowment Net Assets for the Year Ended December 31, 2010

Endowment net assets,
beginning of year

Investment income

Appropriation of
endowment assets
for expenditures

Endowment net assets,
end of year

16.
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Board

Designated

Endowment  Temporarily Permanently
Fund Restricted Restricted Total

$ 3,481,339 $ 4,855,238 $ 8,336,577
211,461  $ 294913 506,374
294913 (294.913)

$_3.987.713 $ - $_4.855238 $_8.842.95]



‘a[npayos s1y Jo wed [raSejul ue are sajou SurAuedurosoe oy,

-yodai s 1oypne Juspuadapur sag

SO ELE T $ splem® JeIspaJ Jo saxmIpuadxa (210,
SPOCLET S20TAISS UBWINI] PUe I eal Jo yuswneda( 'S 1] [B10L
SHOCLET asny0) JuatadooAs(] pue oresssy [e10L
S19°€9¢ [oresssy [eInwenxy justudorsAsq uewing pue [PesH Py [BIOL

£69°0S [VI0-£L¥890UHTOAI $98°¢6

E18°11¢ £0-9636S0HT0US £98°¢6

601°102 ¥0-6SE8S0AHT0YS £98°t6 Yoressay [eanwenxy juswdo[oAs(y vewng] pue qesH PIrYd
0€0°018 SIURIL) YoaBasay JuswaAordur] AISAT[a(T 991AISS-Suruue]d AjTwe,] (2101,
$89°L08 10-£0-050900Vdddd9 vL6'E6

SYET $ 00-£0-920900VddddS ¥L6'C6 SIUBID) YoIeasay JuawaA01du] A1sAl[e(] oolAleg-Fuiuue[d AJrureq

Iasnyy) Jusurdoaas(] pue YoIeasay
8901AJ0 UBIIN] pue YI[esy Jo juauneds(q SN
seamppuadxyg Jaquun Jaquinpg 9PLL I9)50])) A0 WEBIFOL]
Je1apag penuo) vaid /10j0RIs) Y3N0ay)-SSe J/I10JUEIL) [BIIPI]
[eaapag

1102 ‘1€ YTANIDTAA QIANT UVAX
STAVAY TVIITHA 40 SHENLIANAIXT A0 TTACAHDS

ONI “TLALILSNI MAHD VIALLAD

|E]l LOEB & TROPER Li»



GUTTMACHER INSTITUTE, INC,
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED DECEMBER 31, 2011

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the
federal grant activity of Guttmacher Institute, Inc. under programs of the federal government for
the year ended December 31, 2011. The information in this schedule is presented in accordance
with the requirements of Office of Management and Budget (OMB) Circular A-133, Audits of
States, Local Governments and Non-Profit Organizations. Because the Schedule presents only
a selected portion of the operations of Guttmacher Institute, Inc., it is not intended and does not
present the financial position, change in net assets or cash flows of Guttmacher Institute, Inc.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in OMB Circular A-122,
Cost Principles for Non-Profit Organizations, wherein certain types of expenditures are not

aliowable or are limited as to reimbursement. Pass-through entity identifying numbers are
presented where available.

NOTE 3 - SUBRECIPIENTS

There were no payments made to subrecipients for federal awards received during the year
ended December 31, 2011.
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Independent Auditor’s Report on Internal Control
Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

Board of Directors
Guttmacher Institute, Inc.

We have audited the financial statements of Guttmacher Institute, Inc. as of and for
the year ended December 31, 2011, and have issued our report thereon dated June 21, 2012.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of Guttmacher Institute, Inc. is responsible for establishing and
maintaining effective internal control over financial reporting. In planning and performing
our audit, we considered Guitmacher Institute, Inc.’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Guttmacher Institute, Inc.’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of Guttmacher Institute,
Inc.’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct misstatements on a timely basis. A material
weakness 1s a deficiency, or combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis.

Auditors and Consultants 655 Third Avenue, 12th Floor, New York, NY 10017
Serving the Health Care & Not-for-Profit Sectors (212) 867-4000 / Fax (212) 867-9810 [ www.loebandtroper.com



2.

Our consideration of internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over financial reporting that might be deficiencies, significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Qther Matters

As part of obtaining reasonable assurance about whether Guttmacher Institute, Inc.’s
financial statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of managemeht, the Board
of Directors, others within the entity and federal awarding agencies, and is not intended to be
and should not be used by anyone other than these specified parties.

Ly

June 21, 2012
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Independent Auditor’s Report on Compliance with
Requirements That Could Have a Direct and Material Effect
on Each Major Program and on Internal Control Over Compliance
in Accordance with OMB Circular A-133

Board of Directors
Guttmacher Institute, Inc.

Compliance

We have audited Guttmacher Institute, Inc.’s compliance with the types of
compliance requirements described in the OMB Circular A-133 Compliance Supplement that
could have a direct and material effect on each of Guttmacher Institute, Inc.”s major federal
programs for the year ended December 31, 2011. Guttmacher Institute, Inc.’s major federal
programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major federal programs is the
responsibility of Guttmacher Institute, Inc.’s management. Our responsibility is to express
an opinion on Guttmacher Institute, Inc.’s compliance based on our audit.

We conducted our aundit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about Guftmacher Institute, Inc.’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination of Guttmacher Institute, Inc.’s compliance with those
requirements.

Auditors and Consultants 655 Third Avenue, 12th Floor, New York, NY 10017
Serving the Health Care & Not-for-Profit Sectors (212) 867-4000 / Fax (212) 867-9810 / www.loebandtroper.com
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In our opinion, Guttmacher Institute, Inc. complied, in all material respects, with the
compliance requirements referred to above that could have a direct and material effect on
each of its major federal programs for the year ended December 31, 2011.

Internal Control Over Compliance

Management of Guttmacher Institute, Inc. is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws,
regulations, contracts, and grants applicable to federal programs. In planning and
performing our audit, we considered Guttmacher Institute, Inc.’s internal control over
compliance with the requirements that could have a direct and material effect on a major
federal program to determine the auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal conirol over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on
the effectiveness of the internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of Guttmacher Institute, Inc.’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation
of a control over compliance does not allow management or employees, in the normal course
of performing their assigned functions, to prevent, or detect and correct, noncompliance with
a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of deficiencies,
in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over compliance that might be deficiencies, significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of management, the Board
of Directors, others within the entity and federal awarding agencies, and is not intended to be
and should not be used by anyone other than these specified parties.

June 21, 2012
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GUTTMACHER INSTITUTE, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED DECEMBER 31, 2011

Section I - Summary of Auditor’s Results
Financial Statements

Type of auditor’s report issued: Unqualified

Internal control over financial reporting:

Material weakness(es) identified? yes X no

Significant deficiency(ies) identified? yes X none reported
Noncompliance material to financial statements noted? yes X no
Federal Awards
Internal control over major programs:

Material weakness(es) identified? yes X no

Significant deficiency(ies) identified

not considered to be material weaknesses? ' yes X none reported

Type of auditor’s report issued on compliance

for major programs: Unqualified
Any audit findings disclosed that are required to be reported

in accordance with Section 510(a) of Circular A-133? yes X no
Identification of major programs:

CEFDA Numbers Name of Federal Program or Cluster
Research and Development Cluster
03.974 Family Planning-Service Delivery Improvement Research Grants
93.865 Child Health and Human Development Extramural Research

Dollar threshold used to distinguish between

Type A and Type B programs: $300,000
Auditee qualified as low-risk auditee? X yes no
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GUTTMACHER INSTITUTE, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED DECEMBER 31, 2011

Section IT - Financial Statement Findings

No matters were reported.

Section III - Federal Award Findings and Questioned Costs

No matters were reported.
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GUTTMACHER INSTITUTE, INC.
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

YEAR ENDED DECEMBER 31, 2011

2010-01 Bank Reconciliations

Reconciling ttems on bank reconciliations were not investigated and corrected on a timely basis.
Furthermore, the Institute was not using the reconciliation module of the accounting software.
Additionally, management was not consistently adhering to the bank reconciliation policy that
required the bank reconciliations to be reviewed by someone other than the preparer.

Follow-up

Finding has been corrected.

2010-02 Net Assets
The Institute did not reconcile the net assets as of January 1, 2010 to the final net asset balances

as per the audited December 31, 2009 financial statements. Additionally, activity was being
directly recorded to the net assets accounts during the year.

Follow-up

Finding has been corrected.
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GUTTMACHER INSTITUTE, INC.

SCHEDULE 1

SCHEDULE FOR WORLD BANK INTERIM FINANCIAL REPORT -
ADDING IT UP: DOCUMENTING THE BENEFITS OF INVESTING IN SEXUAL

AND REPRODUCTIVE HEALTH CARE IN BURKINA FASO

Financial Report
Submitted to The World Bank
By the Guttmacher Institute

Grant Number: 304410-40
Reporting Period: January 1, 2011 - December 31, 2011

Grant Period: January 1, 2010 - December 31, 2011
Grant Amount: $114,400

Funds received in prior years
Funds received in 2011

Total funds received

OVERVIEW OF EXPENDITURES FOR 2011

Personnel (including salaries, leave and fringe)
Sub-grants to in-country partners and consultants
Occupancy
Information technology

Total direct costs
Indirect costs @ 10%

Total
I certify that all the amounts detailed above have been actually and necessarily
expended under the grant, in accordance with the terms and conditions outlined
in the grant agreement.

Name: Kendell Burroughs

Title: Chief Financial Officer

Vst Sinvoslle

Signature

|56 LOEB & TROPER 11p

$ 114,400

$ 114,400

Actual
Expenditures
1/1/2011-
12/31/2011

$ 51,476
6,420

8,323

1,797

68,016

6,302

S___ 74318



GUTTMACHER INSTITUTE, INC.

SCHEDULE 2

SCHEDULE FOR NETHERLANDS MINISTRY OF FOREIGN AFFAIRS FINANCIAL

REPORT - THE GLOBAL RESEARCH INITIATIVE ON UNSAFE ABORTION -
RESEARCH AND ACTION TO ADDRESS A PREVENTABLE PANDEMIC

Financial Report
Submitted to Dutch Ministry of Foreign Affairs
by the Guitmacher Institute

Project Number: 20488

Reporting Period: January 1, 2011 - December 31, 2011

Grant Period: July 16, 2009 - December 31, 2012
Total Grant Amount: $4,411,764

Funds received in prior years
Funds received in 2011

Total funds received

OVERVIEW OF EXPENDITURES FOR 2011

Personnel (includes salaries, leave, fringe)
Occupancy

Sub-grants to in-country partners and consultants
Conferences, meetings, and {ravel

Printing and design

Information technology

Postage and shipping

Telephone

Dues, subscriptions, and publications

Other expenses

Total direct costs
Indirect costs

Total

I certify that all the amounts detailed above have been actually and necessarily
expended under the grant, in accordance with the terms and conditions outlined

in the grant agreement.
Name: Kendell Burroughs

Title: Chief Financial Officer

Vst Sinslle.

Signature
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5 2,271,940
1,417,871
§__3,680811
Proposed Actual
Expenditures Expenditures
1/1/2011- 1/1/2011-
12/31/2011 12/31/2011
3 632,724 § 644,267
113,890 104,175
230,536 216,628
33,898 30,847
3,500 2,176
31,636 22,506
1,254 603
635 2,883
1,768 2,209
4,501 4,290
1,054,742 1,030,586
197,810 221,988
$ 1,252,552 § 1,252,574




GUTTMACHER INSTITUTE, INC.

SCHEDULE 3

SCHEDULE FOR SWEDISH INTERNATIONAL DEVELOPMENT AGENCY

FINANCIAL REPORT - DOCUMENTING THE ECONOMIC COST

OF UNSAFE ABORTIONS IN UGANDA

Financial Report
Submitted to Swedish International Development Agency (Sidz)
By the Guitmacher Institute

Grant Number: 2010-001836

Reporting Period: January 1,2011 - December 31, 2011

Grant Period: November 1, 2010 - April 30, 2013

Total Grant Amount: SEK 3,000,000 (appoximately $445,010)

Funds received in prior years
Funds received in 2011

Total funds received

OVERVIEW OF EXPENDITURES FOR 2011

Personnel (including salaries, leave and fringe)
Professional and consultant fees

Sub-grants to Ugandan partner institutions
Occupancy

Supplies and information technology
Conferences, meetings and travel

Annual audit of project partners

Other expenses

Total direct costs
Indirect costs
Total
I certify that all the amounts detailed above have been actually and necessarily

expended under the grant, in accordance with the terms and conditions outlined
in the grant agreement.

Name: Kendell Burroughs
Title: Chief Financial Officer

anduas Btnvndle.

Signature

|E] LOEB & TROPER 1ip

$ 145,622

S__ 145622

Actual
Expenditures
1/1/2611-
12/31/2011

$ 124,990
44,856

2,765

20,210

6,136

22,438

1,141

222,536

38,058

$ 260,594



GUTTMACHER INSTITUTE, INC.

SCHEDULE 4

SCHEDULE FOR POPULATION COUNCIL PAKISTAN OFFICE FINANCIAL

REPORT - POSTABORTION CARE IN PAKISTAN

Financial Report
Submitted to Population Council Pakistan Office
by the Guttmacher Institute

Grant Number: SR1124R-104

Reporting Period: May 1, 2011 - December 31, 2011
Grant Period: May 1,2011 - April 30,2013

Total Grant Amount: $100,000

Funds received in prior years
Funds received in 2011

Total funds received

OVERVIEW OF EXPENDITURES FOR 2011

Personnel (including salaries, leave and fringe)
Conferences, meetings, and travel

Information technology

Other expenses

Total direct costs
Indirect costs @ 10%

Total

I certify that all the amounts detailed above have been actually and necessarily
expended under the grant, in accordance with the terms and conditions outlined
in the grant agreement.

Name: Kendell Burroughs

Title: Chief Financial Officer

Signature

|6 LOEB & TROPER 11p

Actual
Expenditures
1/1.2011-
12/31/2011

$ 7,032
3,121

245

322

10,720

1,072

s___ 1792



