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Independent Auditor’s Report
Board of Trustees
The Urban Institute
Washington, D.C.
Report on the Financial Statements
We have audited the accompanying financial statements of The Urban Institute (the Institute),
which comprise the statements of financial position as of December 31, 2014 and 2013, and the
related statements of activities and change in net assets and cash flows for the years then ended,
and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of
the international BDO network of independent member firms.
BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of The Urban Institute as of December 31, 2014 and 2013, and
the change in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

McLean, Virginia
May 13, 2015
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Financial Statements

The Urban Institute
Statements of Financial Position

December 31,

2014

Assets
Cash and cash equivalents
Endowment-related cash and cash equivalents
Accounts receivable, net
Contributions receivable, net
Prepaid expenses
Property and equipment, net
Other assets
Long-term investments
Total assets

$

5,946,470
17,380,846
23,893,841
14,863,694
699,311
3,832,948
871
96,711,378

2013
$

6,321,833
8,992,143
17,973,943
8,616,262
492,581
2,810,512
113,652
114,889,642

$ 163,329,359

$ 160,210,568

$

$

Liabilities and Net Assets
Liabilities
Accounts payable
Accrued payroll
Accrued paid time off
Other accrued expenses
Deferred revenue
Deferred rent
Total liabilities

4,781,501
888,101
2,423,470
160,333
10,789,343
3,874,655

5,333,464
654,983
1,989,439
132,484
13,997,949
4,292,736

22,917,403

26,401,055

Net assets
Unrestricted
Temporarily restricted
Permanently restricted

120,802,428
18,609,528
1,000,000

121,129,698
11,679,815
1,000,000

Total net assets

140,411,956

133,809,513

$ 163,329,359

$ 160,210,568

Commitments and contingencies

Total liabilities and net assets

See accompanying notes to the financial statements.
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The Urban Institute
Statement of Activities and Change in Net Assets

December 31, 2014

Unrestricted

Temporarily Permanently
Restricted
Restricted

2014
Total

Operating activities
Operating revenues
Contract amounts earned
Program and project grants
General support grants and
contributions
Publication income
Investment return designated for
operations
Other income

$ 44,964,793
28,249,006

$

12,771,607

$

-

$ 44,964,793
41,020,613

1,218,796
74,910

1,041,418
-

-

2,260,214
74,910

3,554,805
669,039

-

-

3,554,805
669,039

78,731,349

13,813,025

-

92,544,374

6,962,709

(6,962,709)

-

-

Total operating revenues

85,694,058

6,850,316

-

92,544,374

Operating expenses
Research expenses
Incurred under contracts
Incurred under grants
Incurred for other research

43,029,788
28,671,211
8,977,571

-

-

43,029,788
28,671,211
8,977,571

Total program costs

80,678,570

-

-

80,678,570

637,697

-

637,697

399,537
3,859,542

-

399,537
3,859,542

85,575,346

-

-

85,575,346

118,712

6,850,316

-

6,969,028

2,212,687
887,222
(3,554,805)
8,914

56,673
22,724
-

-

2,269,360
909,946
(3,554,805)
8,914

Total non-operating activities

(445,982)

79,397

-

(366,585)

Change in net assets

(327,270)

6,929,713

-

6,602,443

121,129,698

11,679,815

1,000,000

133,809,513

$ 120,802,428

$ 18,609,528

$ 1,000,000

$ 140,411,956

Net assets released from
restrictions

Development
Publication and public affairs
costs
Other costs
Total operating expenses
Change in net assets from
operations
Non-operating activities
Interest and dividends, net
Gain on long-term investments, net
Investment income allocation
Contributions received

Net assets at the beginning
of the year
Net assets at the end of the year

See accompanying notes to the financial statements.
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The Urban Institute
Statement of Activities and Change in Net Assets

December 31, 2013

Unrestricted

Temporarily Permanently
Restricted
Restricted

2013
Total

Operating activities
Operating revenues
Contract amounts earned
Program and project grants
General support grants and
contributions
Publication income
Investment return designated for
operations
Other income

Net assets released from
restrictions

$ 42,639,798
26,123,332

-

$ 42,639,798
31,871,678

-

689,007
74,588

2,145,632
491,854

-

2,145,632
491,854

72,164,211

5,748,346

-

77,912,557

5,253,746

(5,253,746)

-

-

689,007
74,588

$

5,748,346

$

Total operating revenues

77,417,957

494,600

-

77,912,557

Operating expenses
Research expenses
Incurred under contracts
Incurred under grants
Incurred for other research

40,586,847
26,421,559
7,076,546

-

-

40,586,847
26,421,559
7,076,546

Total program costs

74,084,952

-

-

74,084,952

390,620

-

-

390,620

1,186,450
1,706,265

-

-

1,186,450
1,706,265

Total operating expenses

77,368,287

-

-

77,368,287

Change in net assets from
operations

49,670

494,600

-

544,270

Development
Publication and public affairs
costs
Other costs

Non-operating activities
Interest and dividends, net
Gain on long-term investments, net
Investment income allocation
Contributions received

1,872,391
13,276,336
(2,145,632)
8,914

47,302
335,398
-

-

1,919,693
13,611,734
(2,145,632)
8,914

Total non-operating activities

13,012,009

382,700

-

13,394,709

Change in net assets

13,061,679

877,300

-

13,938,979

108,068,019

10,802,515

1,000,000

119,870,534

$ 121,129,698

$ 11,679,815

$ 1,000,000

$ 133,809,513

Net assets at the beginning
of the year
Net assets at the end of the year

See accompanying notes to the financial statements.
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The Urban Institute
Statements of Cash Flows
December 31,

2014

2013

$ 6,602,443

$ 13,938,979

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash and
cash equivalents (used in) provided by operating activities:
Change in allowance for doubtful accounts
Change in contributions receivable discount
Realized/unrealized gain on long-term investments
Depreciation and amortization
Change in deferred rent
Changes in operating assets and liabilities:
Accounts receivable
Contributions receivable
Prepaid expenses
Other assets
Accounts payable
Accrued payroll
Accrued paid time off
Other accrued expenses
Deferred revenue

(11,000)
132,666
(1,145,959)
906,763
(418,081)

21,000
(55,201)
(13,821,272)
759,402
(230,806)

(5,908,898)
(6,380,098)
(206,730)
112,781
(551,964)
233,118
434,031
27,849
(3,208,607)

(1,694,014)
(621,427)
(86,432)
417,939
1,968,158
77,164
230,829
20,035
412,783

(15,984,129)

(12,601,842)

(9,381,686)

1,337,137

Purchases of property and equipment
Purchases of investments
Sales of investments

(1,929,198)
(6,035,125)
25,359,349

(1,227,448)
(2,730,081)
5,631,529

Net cash and cash equivalents provided by
investing activities

17,395,026

1,674,000

8,013,340

3,011,137

15,313,976

12,302,839

$ 23,327,316

$ 15,313,976

$ 5,946,470
17,380,846

$ 6,321,833
8,992,143

$ 23,327,316

$ 15,313,976

$

$

Total adjustments
Net cash and cash equivalents (used in) provided by operating
activities
Cash flows from investing activities:

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of the year
Cash and cash equivalents, end of the year
Reconciliation of cash and cash equivalents to statements
of financial position:
Cash and cash equivalents
Endowment-related cash and cash equivalents

Supplemental cash flow information:
Cash paid for taxes

2,106

6,931

See accompanying notes to the financial statements.
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The Urban Institute
Notes to the Financial Statements

1. Organization and Significant Accounting Policies
The Urban Institute (the Institute) is a non-profit policy research organization established in
Washington, D.C., in 1968. The Institute’s objectives are to sharpen thinking about society’s
problems and efforts to solve them, improve government decisions and their implementation, and
increase citizens’ awareness about important public choices. Institute researchers identify and
measure the extent of social problems, assess developing trends and solutions to those problems,
evaluate existing social and economic programs and policy options, and offer conceptual
clarification and technical assistance in the development of new strategies. The Institute receives
contracts and grants from the federal government and private sponsors.
The significant accounting policies followed by the Institute are described below.
Basis of Accounting
The accompanying financial statements have been prepared in accordance with generally
accepted accounting principles in the United States of America utilizing the accrual basis of
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. Such estimates also affect the
reported amounts of revenues and expenses during the reporting year. Actual results may differ
from estimates under different assumptions or conditions.
Revenue Recognition
Revenue is recognized when persuasive evidence of an arrangement exists, services have been
rendered or goods delivered, the contract price is fixed or determinable, and collectability is
reasonably assured. Revenue associated with work performed prior to the completion and signing
of contract documents is recognized only when it can be reliably estimated and realization is
probable. The Institute bases its estimates on previous experiences with the customer,
communications with the customer regarding funding status, and its knowledge of available
funding for the contract.
Revenue under federal and non-federal cost-reimbursable and fixed price contracts is recognized
on the basis of direct costs incurred plus provisional overhead, which is allocated by the
application of rates approved by the Institute’s federal oversight agency, plus an allocable portion
of fixed fee. Revenue from federal and non-federal time and material contracts is recognized on
the basis of man-hours utilized, plus other reimbursable direct costs incurred during the year.
Some contracts are invoiced in advance of costs being incurred. These amounts are reflected in
the accompanying statements of financial position as deferred revenue.
Program and project grants represent resources received for restricted operating purposes as
provided by each specific grant. Each grant is accounted for separately, and related expenditures
constitute current revenues in the year expended. Some grant payments are received in advance
of related expenditures. These amounts are reflected in the accompanying statements of
financial position as deferred revenue.
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The Urban Institute
Notes to the Financial Statements

Contract costs include direct labor, combined with allocations of operational overhead and other
direct costs. Provisions for estimated losses on uncompleted production contracts, as defined by
the applicable authoritative guidance, are made in the year in which such losses are determined.
Changes in job performance, job conditions, and estimated profitability may result in revisions to
costs and revenue, and are recognized in the year in which such revisions are determined.
The Institute reports contributions of cash and other assets, including promises to give, as
restricted support if they are received with donor stipulations that restrict 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 to
unrestricted net assets and reported in the accompanying statements of activities and change in
net assets as net assets released from restrictions.
General support grants and contributions are not designated for specific purposes but are received
for general support to the Institute’s research programs and are recognized as revenue when
notice of intent is given.
Other revenues are recognized when earned.
Cash Equivalents
Cash equivalents include money market funds and repurchase agreements with original maturities
of 90 days or less.
Accounts Receivable
Accounts receivable are generated from prime and subcontracting arrangements with federal
governmental agencies and various commercial entities. Billed receivables represent amounts
invoiced and currently due from funders. Unbilled receivables represent recoverable costs
incurred and, where applicable, accrued fixed fees related to contracts and grants for which the
funder has not been invoiced. Management determines the allowance for doubtful accounts by
regularly evaluating individual customer receivables and considering a customer’s financial
condition, credit history, and current economic conditions. Uncollectible amounts will be written
off when all efforts to collect these receivables have been exhausted or when management
receives notification that an amount will not be collected.
Receivables relating to pending investment sales represent unreceived proceeds from the sales of
the Institute’s investments.
Contributions Receivable
Contributions receivable consist of unconditional promises to give, which are recorded as
contribution revenue upon receipt of the promise. Promises that are expected to be collected
within one year are recorded at their net realizable value. Promises that are expected to be
collected beyond one year are recorded at their net present value. Management believes that all
contributions receivable are collectible.
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The Urban Institute
Notes to the Financial Statements

Property and Equipment
The Institute’s policy is to capitalize property and equipment purchases in excess of $1,000.
Property and equipment are carried at cost. Expenditures for major additions and improvements
are capitalized, and minor replacements, maintenance, and repairs are charged to expense as
incurred. When property and equipment is retired, or otherwise disposed of, the cost and
accumulated depreciation and amortization is removed from the accounts and any resulting gain
or loss is included in the results of operations for the respective year. Depreciation and
amortization of property and equipment is computed using the straight-line method over the
estimated useful lives of the assets. Leasehold improvements are amortized using the straightline method over the lesser of the lease or life of the asset. The asset categories and their
estimated useful lives are as follows:
Assets

Estimated Useful Lives

Leasehold improvements
Software
Computer equipment
Furniture and equipment

Lesser of life of lease or life of asset
3 - 7 years
3 years
5 - 7 years

Equipment purchased under the execution of a specific contract or grant is expensed in the year
of acquisition.
Long-Term Investments
Long-term investments are carried at fair value. The fair value of the investments is based upon
quoted market prices where available or values provided by investment companies if the
investments are not publicly traded. Interest and dividend income is accounted for on the accrual
basis. Investment income or loss generated from long-term investments are considered nonoperating activities and are classified accordingly in the accompanying statements of activities
and change in net assets.
As of December 31, 2014 and 2013, the Institute’s long-term investments are comprised of shares
held in several investment funds. These investment funds also may invest in foreign and domestic
equity and debt instruments, derivative instruments such as hedges and foreign currency
contracts, and also certain leveraged arrangements. Any significant changes in the fair value of
these investment funds could significantly affect the overall value of the Institute’s investment
portfolio and its net assets.
Accrued Paid Time Off
Under the Institute’s paid time off policy, employees are permitted to accumulate unused paid
time off up to certain maximum amounts. The policy also provides for payment to employees of
such unused amounts at termination. The Institute accrues paid time off as it is earned by the
employees.
Benefit Plans
The Institute has a non-contributory defined contribution retirement plan (the Plan) covering
substantially all full-time employees. The Institute recorded contributions of $2,952,070 and
9

The Urban Institute
Notes to the Financial Statements

$2,579,434 to the Plan for the years ended December 31, 2014 and 2013, respectively, based on a
fixed rate applied to annual compensation of covered employees. All retirement costs accrued
are funded, and there are no unfunded prior service costs in connection with the Plan.
The Institute established a trust in 1993 to serve as a funding vehicle for benefits provided under
the Institute’s contributory health and welfare plans. The Institute recorded expenses of
$1,736,629 and $1,458,376 for the years ended December 31, 2014 and 2013, respectively, based
on an estimate of expected claims, reinsurance premiums, and administrative costs under the
health and welfare plans.
Classification of Net Assets
The Institute groups net assets into the following three classes:
Unrestricted net assets - Unrestricted net assets generally result from net revenues derived from
contracts and grants, unrestricted contributions, publication activities, investment income and
other net inflows of assets whose use by the Institute is not limited by donor-imposed restrictions.
Temporarily restricted net assets - Temporarily restricted net assets generally result from net
contributions and other inflows of assets whose use by the Institute is limited by donor-imposed
stipulations that either expire by passage of time or can be fulfilled and removed by actions of the
Institute pursuant to those stipulations.
Permanently restricted net assets - Permanently restricted net assets generally result from
contributions and other inflows of assets whose use by the Institute is limited by donor-imposed
stipulations that neither expire by passage of time nor can be fulfilled or otherwise removed by
the Institute.
The Institute’s donor-restricted endowment is subject to the authoritative guidance issued by the
Financial Accounting Standards Board (the FASB) on net asset classifications of endowment funds,
such that earnings on donor-restricted endowment funds for not-for-profit organizations that are
subject to the Uniform Prudent Management of Institutional Funds Act of 2006 (UPMIFA) are
classified as temporarily restricted net assets until such amounts are appropriated for
expenditure.
Functional Allocation of Expenses
The costs of providing the programs and other activities have been summarized on a functional
basis in the accompanying statements of activities and change in net assets. Accordingly, certain
costs have been allocated among the activities benefited. Support costs are reflected as
development, publication and public affairs costs, and other costs in the accompanying
statements of activities and change in net assets.
Income Taxes
Under provisions of the Internal Revenue Code (IRC) section 501(c)(3) and the applicable
regulations of the District of Columbia, the Institute is exempt from taxes on income other than
unrelated business income. The Institute incurred unrelated business income tax expense of
$19,501 and $2,448 for the years ending December 31, 2014 and 2013, respectively. The Institute
is not a private foundation under section 509(a)(1) of the IRC.
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The Urban Institute
Notes to the Financial Statements

In accordance with authoritative guidance on accounting for uncertainty in income taxes issued by
the FASB, the Institute recognizes tax liabilities for uncertain tax positions when it is more likely
than not that a tax position will not be sustained upon examination and settlement with various
taxing authorities. Liabilities for uncertain tax positions are measured based upon the largest
amount of benefit that is greater than 50% likely of being realized upon settlement. The guidance
on accounting for uncertainty in income taxes also addresses de-recognition, classification, and
interest and penalties on income taxes. With few exceptions, the Institute is no longer subject to
income tax examinations by the U.S. federal, state or local tax authorities for years ended
December 31, 2010 and prior. Management has evaluated the Institute’s tax positions and has
concluded that the Institute has taken no uncertain tax positions that require adjustment to the
financial statements to comply with the provisions of this guidance.
Fair Value of Financial Instruments
The fair value of the Institute’s short-term financial instruments, including cash and cash
equivalents, accounts receivable, contributions receivable, prepaid expenses, accounts payable,
accrued payroll, accrued paid time off, other accrued expenses, and deferred revenue
approximate their carrying amounts due to the short maturity of these instruments.
Valuation of Long-Lived Assets
The Institute accounts for the valuation of long-lived assets under authoritative guidance issued by
the FASB, which requires that long-lived assets be reviewed for impairment whenever events or
circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of the long-lived assets is measured by a comparison of the carrying amount of the
asset to future undiscounted net cash flows expected to be generated by the assets. If such assets
are considered to be impaired, the impairment to be recognized is measured by the amount by
which the carrying amount of the assets exceeds the estimated fair value of the assets.
Assets to be disposed of are reportable at the lower of the carrying amount or fair value, less
costs to sell. No indicators of impairment were identified for the years ended December 31, 2014
and 2013.
Concentrations of Credit Risk
The Institute’s assets that are exposed to credit risk consist primarily of cash and cash
equivalents, long-term investments, accounts receivable and contributions receivable. Domestic
deposits are maintained at financial institutions and, at times, balances may exceed federally
insured limits. The Institute has never experienced any losses related to these balances. Amounts
on deposit in excess of federally insured limits at December 31, 2014 approximate $22.9 million.
The Institute invests its excess cash and cash equivalents, and maintains its investments with highquality financial institutions. The Institute performs yearly evaluations of these institutions for
relative credit standing. Management regularly monitors the composition and maturities of
investments. The Institute limits the amount of credit exposure to any one financial institution.
Accounts receivable consist primarily of amounts due from various agencies of the federal
government or prime contractors doing business with the federal government. Contributions
receivable consist of amounts due from private foundations, individual donors and major donors
(see Note 10). Historically, the Institute has not experienced significant losses related to accounts
and contributions receivable and, therefore, believes that the credit risk related to accounts
receivable is minimal.
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The Urban Institute
Notes to the Financial Statements

Recent Accounting Pronouncements Not Yet Adopted
In May 2014, the FASB issued guidance on revenue recognition. The update establishes a
comprehensive revenue recognition standard for virtually all industries under GAAP, including
those that previously followed industry-specific guidance. Under the guidance, all entities should
recognize revenue to depict the transfer of promised goods and services under a contract to
customers in an amount that reflects the consideration to which the entity expects to be entitled
in exchange for those goods or services. The guidance is currently effective on January 1, 2018 for
the Institute. Management will evaluate the potential impact of this guidance on its financial
statements.
Reclassifications
Certain amounts in the 2013 financial statements have been reclassified to conform to the 2014
presentation. These reclassifications have no effect on the previously reported change in net
assets.
2. Accounts Receivable
Accounts receivable consist of the following at December 31:
2014
Receivables from U.S. Government
Billed
Unbilled

$

Other receivables
Billed
Unbilled
Pending investment sales
Travel and other advances to employees

Subtotal
Less: allowance for doubtful accounts

4,278,187
5,801,411

$

5,274,169
6,735,186

10,079,598

12,009,355

1,338,219
3,005,767
9,558,281
26,976

1,998,004
3,923,083
151,274
18,227

13,929,243

6,090,588

24,008,841
(115,000 )

18,099,943
(126,000 )

$ 23,893,841

12

2013

$ 17,973,943

The Urban Institute
Notes to the Financial Statements

3. Contributions Receivable
Contributions receivable consist of amounts due in:
2014
Less than one year
One year to five years

$

2013

6,751,891
8,352,827

$

15,104,718
(241,024 )

Less: contributions receivable discount

4,391,286
4,333,334
8,724,620
(108,358 )

$ 14,863,694

$

8,616,262

Contributions due in more than one year have been recorded at their present value using a
discount rate of 1.17% in both 2014 and 2013.
4. Property and Equipment
Property and equipment consists of the following at December 31:
2014
Leasehold improvements
Software
Computer equipment
Furniture and equipment

$

2013

4,776,486
4,084,621
2,717,791
2,262,715

$

13,841,613
(10,008,665)

Less: accumulated depreciation and amortization
$

4,554,799
2,834,548
2,658,133
2,043,181
12,090,661
(9,280,149)

3,832,948

$

2,810,512

Depreciation and amortization expense on property and equipment aggregated $906,763 and
$759,402 for the years ended December 31, 2014 and 2013, respectively.
5. Investments
Investment income is comprised of the following for the years ended December 31:
2014
Interest and dividend income
Net realized gain (loss) on investments
Net unrealized (loss) gain on investments

$

Less:
Management fees and investment expenses
Investment income allocation
$
13

2,269,360
4,106,252
(2,364,728 )

2013
$

1,919,693
(93,431 )
14,477,274

4,010,884

16,303,536

(831,578 )
(3,554,805 )

(772,109 )
(2,145,632 )

(375,499 )

$ 13,385,795

The Urban Institute
Notes to the Financial Statements

6. Bank Line-Of-Credit
The Institute has an unsecured bank line-of-credit under which it may borrow up to $7,000,000
from a commercial bank. The terms allow the Institute to borrow at the thirty-day indexed LIBOR
plus one percent (1.17% as of December 31, 2014 and 2013). There were no outstanding balances
due under the bank line-of-credit as of December 31, 2014 or 2013. The line-of-credit expires, if
not renewed, on August 31, 2015.
7. Temporarily Restricted Net Assets
Accumulated unappropriated earnings on the Institute’s permanently restricted endowment fund
are classified as temporarily restricted net assets (see Note 8).
Temporarily restricted net assets consist of the following as of December 31:
2014
Purpose restrictions
Informing and Assessing Philanthropic Investments
Tax Policy Center
Endowment funds
Assisted Housing Initiative
Housing Finance Policy Center
Other
Time restrictions
General support grants and contributions

$

8,832,762
5,380,296
1,954,479
703,848
523,032
173,693

2013
$

7,302,579
1,887,165
960,060
1,420,011
110,000

1,041,418

-

$ 18,609,528

$ 11,679,815

8. Endowment
The Institute’s endowment consists of a donor-restricted endowment fund and a board-designated
quasi-endowment fund. Net assets associated with endowment funds, including funds designated
by the Board of Trustees to function as an endowment, are classified and reported based on the
existence or absence of donor-imposed restrictions.
The Board of Trustees of the Institute has interpreted UPMIFA as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment funds absent
explicit donor stipulations to the contrary. As a result of this interpretation, 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 gifts to the permanent endowment,
and (c) accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. The
remaining portion of the donor-restricted endowment fund that is not classified as permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are
appropriated for expenditure by the Institute in a manner consistent with the standard of
prudence prescribed by UPMIFA. In accordance with UPMIFA, the Institute considers the following
factors in making a determination to appropriate or accumulate donor-restricted endowment
funds:
(1)
(2)

The duration and preservation of the fund
The purposes of the Institute and the donor-restricted endowment fund
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(3)
(4)
(5)
(6)
(7)

General economic conditions
The possible effect of inflation and deflation
The expected total return from income and the appreciation of investments
Other resources of the Institute
The investment policies of the Institute

The Board of Trustees authorized the establishment of the quasi-endowment fund in 1983 to
provide an ongoing source of funding for general operations. The donors’ intent in contributing to
the Institute’s endowment fund was to provide an ongoing source of funding for senior scholars in
social policy analysis. The investment committee of the Board of Trustees is responsible for the
oversight and management of the Institute’s endowment.
The Institute has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets
of the donor-restricted fund that the Institute must hold in perpetuity as well as the boarddesignated fund. Under this policy, as approved by the Board of Trustees, the endowment assets
are invested in a manner that is intended to maximize the total rate of return for assets
consistent with prudent investment management, taking into consideration the potential for
market appreciation, the safety of principal, and income.
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 that
places a greater emphasis on equity-based investments to achieve its long-term return objectives
within prudent risk constraints.
Five percent of the average of the endowment’s market value at the end of each of the preceding
nine quarters (calculated at the end of the prior year) will be available for use in the current or
subsequent fiscal year, provided that any planned use of endowment funds shall be included in
the operating budget submitted annually for approval by the Board of Trustees. In addition to
endowment draws included in the annual budget, the President or his/her designee shall have
discretion to draw additional amounts from the endowment, provided that the aggregate amounts
of additional draws in any fiscal year do not exceed $250,000 without prior approval of the
Executive Committee. Further, the President or his/her designee may draw additional amounts
from the board-designated endowment without Executive Committee approval where required to
meet the Institute’s short term borrowing needs for cash flow purposes provided that such
amounts are repaid to the endowment within thirty days from the date when borrowed.
Endowment net assets consist of the following at December 31:
2014
Temporarily
Restricted

Unrestricted

Permanently
Restricted

Board-designated quasi-endowment fund
Donor-restricted endowment fund

$ 111,137,745
-

$

1,954,479

$

1,000,000

Total endowment funds

$ 111,137,745

$

1,954,479

$

1,000,000
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2013
Temporarily
Restricted

Unrestricted

Permanently
Restricted

Board-designated quasi-endowment fund
Donor-restricted endowment fund

$ 120,994,620
-

$

1,887,165

$

1,000,000

Total endowment funds

$ 120,994,620

$

1,887,165

$

1,000,000

The following table presents the endowment-related balances and activities by net asset
classification as of and for the years ended December 31, 2014 and 2013:
Temporarily
Restricted

Unrestricted
Endowment net assets, December 31, 2012

$ 107,967,598

$

Permanently
Restricted

1,517,754

$

1,000,000

Investment return
Investment income, net
Net gain
Investment management fees

1,872,391
14,029,422
(753,084)

47,302
354,421
(19,025)

-

Total investment return

15,148,729

382,698

-

22,202

-

-

Contributions
Appropriations

(2,207,199)

Transfer from accounts receivable
Endowment net assets, December 31, 2013

(13,287)

63,290
120,994,620

-

$

1,887,165

$

1,000,000

Investment return
Investment income, net
Net gain
Investment management fees

2,212,687
1,698,033
(810,810)

56,673
43,491
(20,768)

-

Total investment return

3,099,910

79,396

-

20,998

-

-

Contributions
Appropriations

(3,570,776)

Transfer to accounts receivable

(9,407,007)

Endowment net assets, December 31, 2014

$ 111,137,745

(12,082)

-

$

1,954,479

$

1,000,000

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or UPMIFA requires the Institute to retain as a fund
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of perpetual duration. In accordance with authoritative guidance issued by the FASB, deficiencies
of this nature are classified as unrestricted net assets. There were no such deficiencies as of
December 31, 2014 or December 31, 2013.
9. Natural Classification of Expenses
For the years ended December 31, 2014 and 2013, the Institute incurred the following operating
expenses:
2014
Salaries, wages, and benefits
Subcontracts
Facilities costs
Consultant fees and expenses
Other general expenses
Travel
Purchase order contracts
Depreciation and amortization
Publications/library services
Temporary help
Seminars, workshops, and conferences
Professional services
Expendable supplies
Telephone
Other field office expenses
Overseas allowances
Field office research support
Postage and delivery
Participant training

2013

$ 46,185,206
22,046,005
6,995,247
2,398,253
1,804,520
1,389,172
1,349,029
906,763
492,125
425,643
359,725
322,398
283,114
180,421
147,062
123,792
116,414
37,918
12,539

$ 40,412,331
18,806,444
6,675,475
2,294,991
1,923,830
1,254,449
1,897,607
759,402
804,632
307,583
260,338
399,243
235,976
160,874
478,643
126,586
452,875
45,025
71,983

$ 85,575,346

$ 77,368,287

10. Major Donors
As of December 31, 2014 and 2013, two donors accounted for 80% and 70%, respectively, of the
Institute’s total contributions receivable. For the years ended December 31, 2014 and 2013, one
and four donors represented 67% and 66%, respectively, of the Institute’s total contributions
revenue balance.
11. Commitments and Contingencies
General
The Institute may enter into service agreements with service providers in which it agrees to
indemnify the service provider against certain losses and liabilities arising from the service
provider’s performance under the agreement. Generally, such indemnification obligations do not
apply in situations in which the service provider is grossly negligent, engages in willful
misconduct, or acts in bad faith. The indemnifications serve to place the Institute in a liability
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position no different than if it had performed the services for itself. The Institute was not aware
of any liability under such agreements for either of the years ended December 31, 2014 or 2013.
In the normal course of business, the Institute is a party to certain claims and assessments. In the
opinion of management, these matters will not have a material effect on the Institute’s financial
position, change in net assets, or cash flows.
Leases
The Institute currently leases office space and office equipment under operating leases expiring at
various dates through 2019. The headquarters office space lease contains escalation provisions
requiring scheduled increases of 2.5% annually, plus operating expense escalations as estimated by
property management. The lease includes provisions which allow the minimum rental payments
to be adjusted annually for increases in operating expenses and real estate taxes attributed to the
leased property. In accordance with authoritative guidance issued by the FASB, the Institute is
recognizing the total cost of its office leases ratably over the respective lease periods. The
difference between rent paid and rent expense is reflected as deferred rent and is being recorded
on a straight-line basis over the terms of the office space lease. The deferred rent liability in the
accompanying statements of financial position represents the difference between annual cash
payments for rent and the annual recorded expense based on recording rent on a straight-line
basis over the life of the lease. Total rent expense, net of sublease income, under operating
leases was $6,995,248 and $6,675,475 for the years ended December 31, 2014 and 2013,
respectively.
As of December 31, 2014, approximate future minimum rental payments due under the operating
leases for the office facilities are as follows:
Year Ending December 31,
2015
2016
2017
2018
2019

$

6,885,000
7,057,000
7,233,000
7,414,000
2,492,000

$ 31,081,000
The Institute subleases office space under the terms of a sublease agreement. On January 1,
2011, the Institute entered into a sublease agreement for office space beginning April 1, 2011 and
expiring on April 29, 2019. The following is a schedule of the approximate future minimum
sublease payments scheduled under a noncancelable sublease agreement that has a remaining
term in excess of one year as of December 31, 2014:
Year Ending December 31,
2015
2016
2017
2018
2019
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224,000
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Contracts and grants
A substantial number of the Institute’s contracts and grants are with departments or agencies of
the United States Government and are subject to audit by government auditors. Contract and
grant revenue has been recorded in amounts that are expected to be realized upon final
settlement. The Institute is of the opinion that adjustments, if any, arising from such audits will
not have a material effect on the financial statements.
12. Fair Value Measurements
Certain assets are recorded at fair value. Fair value is defined as the price that would be received
to sell an asset between market participants in an orderly transaction on the measurement date.
The market in which the reporting entity would sell the asset with the greatest volume and level
of activity for the asset is known as the principal market. When no principal market exists, the
most advantageous market is used. This is the market in which the reporting entity would sell the
asset with the price that maximizes the amount that would be received. Fair value is based on
assumptions market participants would make in pricing the asset. Generally, fair value is based
on observable quoted market prices or derived from observable market data when such market
prices or data are available. When such prices or inputs are not available, the reporting entity
should use valuation models.
The Institute reports certain investments using the net asset value per share as determined by
investment managers under the so called “practical expedient.” The practical expedient allows
net asset value per share to represent fair value for reporting purposes when the criteria for using
this method are met. Fair value measurement standards also require the Institute to classify these
financial instruments into a three-level hierarchy, based on the priority of inputs to the valuation
technique or in accordance with net asset value practical expedient rules, which allow for either
Level 2 or Level 3 reporting depending on lock up and notice periods associated with the
underlying funds.
The Institute’s assets recorded at fair value on a recurring basis are categorized based on the
priority of the inputs used to measure fair value. Fair value measurement standards require an
entity to maximize the use of observable inputs (such as quoted prices in active markets) and
minimize the use of unobservable inputs (such as appraisals or other valuation techniques) to
determine fair value. The inputs used in measuring fair value are categorized into three levels, as
follows:


Level 1 - Inputs that are based upon quoted prices for identical instruments traded in
active markets.



Level 2 - Inputs that are based upon quoted prices for similar instruments in active
markets, quoted prices for identical or similar investments in markets that are not active,
or models based on valuation techniques for which all significant assumptions are
observable in the market or can be corroborated by observable market data for
substantially the full term of the investment. Level 2 also includes practical expedient
investments that are redeemable within 65 days of year-end.



Level 3 - Inputs that are generally unobservable and typically reflect management’s
estimates of assumptions that market participants would use in pricing the asset. The fair
values are therefore determined using model-based techniques that include option pricing
19
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models, discounted cash flow models, and similar techniques. Level 3 also includes
practical expedient investments that are not redeemable within 65 days of year-end.
The following section describes the valuation methodologies the Institute uses to measure its
financial assets at fair value.
Investments
Investments include debt securities, equity securities, and hedge funds.
In general, and where applicable, the Institute uses quoted prices in active markets for identical
assets to determine fair value. This pricing methodology applies to Level 1 investments such as
certain debt and equity securities. If quoted prices in active markets for identical assets are not
available to determine fair value, then the Institute uses quoted prices for similar assets or inputs
other than the quoted prices that are observable either directly or indirectly. These investments
are included in Level 2. The Institute’s Level 3 assets within investments include certain
investments in hedge funds and other alternative investments.
As of December 31, 2014, $10,284,707 of the Institute’s Level 2 investments and $4,177,337 of the
Institute’s Level 3 investments are reported at net asset value under the practical expedient rule.
The remaining $14,491,618 of the Level 2 investments and $4,159,560 of the Level 3 investments
are measured using various valuation models, whose inputs include quoted prices in inactive
markets, interest rate curves, credit spreads, stock prices, and volatilities. Unobservable inputs
used in these models are significant to the fair value of the Level 3 investments. These models
have been developed and are maintained by the Institute’s third-party investment managers. All
investment managers used by the Institute undergo annual financial statement audits. In addition,
the Institute employs third-party investment advisors for detailed independent reviews of all
investment managers holding Institute funds. These reviews entail an assessment of the
methodologies used in measuring fair value. The Institute reports the investment fund fair values
as calculated by the investment managers without adjustment.
Institute senior management and the investment committee of the Board of Trustees regularly
review the monthly and year-to-date returns for each investment in order to analyze individual
returns as well as overall investment performance. There were no changes in valuation techniques
noted for the Institute’s investments for 2014 and 2013.
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Investments measured at fair value on a recurring basis are summarized below:
As of December 31, 2014
Description
Assets:
Debt securities
Equity securities
International equity
Large cap value
Large cap core
Small cap growth
Small/mid cap value
All cap value
Large cap growth

Assets
Measured at
Fair Value
$ 15,602,244

Fair Value Hierarchy Level
Level 1
Level 2
Level 3
$

8,830,659

$

6,771,585

$

-

24,588,250
11,573,935
8,275,364
6,512,625
6,048,171
5,486,317
2,867

16,868,217
11,573,935
8,275,364
6,512,625
6,048,171
5,486,317
2,867

7,720,033
-

-

Total equity securities

62,487,529

54,767,496

7,720,033

-

Hedge funds
Long/short equity
Multi-strategy
Private equity

8,283,303
7,459,822
2,878,480

-

4,105,966
6,178,741
-

4,177,337
1,281,081
2,878,480

18,621,605

-

10,284,707

8,336,898

63,598,155

$ 24,776,325

Total hedge funds
Total

$ 96,711,378

$
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Description
Assets:
Debt securities

As of December 31, 2013

Assets
Measured at
Fair Value
$ 22,660,300

Equity securities
International equity
Large cap value
Large cap core
Large cap growth
Small cap growth
Small/mid cap value
All cap value

Fair Value Hierarchy Level
Level 1
Level 2
Level 3
$

15,906,771

$

6,753,529

$

-

25,696,119
8,003,649
7,633,273
6,850,025
6,687,256
6,053,728
4,918,131

17,776,563
8,003,649
7,633,273
6,850,025
6,687,256
6,053,728
4,918,131

7,919,556
-

-

Total equity securities

65,842,181

57,922,625

7,919,556

-

Hedge funds
Long/short equity
Multi-strategy
Private equity

16,981,969
7,652,459
1,752,733

-

3,816,343
6,091,829
-

13,165,626
1,560,630
1,752,733

26,387,161

-

9,908,172

16,478,989

73,829,396

$ 24,581,257

Total hedge funds
Total

$ 114,889,642

$

$

16,478,989

The following table presents a reconciliation of instruments measured at fair value on a recurring
basis using significant unobservable inputs (Level 3):
Long/
Short
Equity
Balance at
December 31, 2012
Total realized and
unrealized gains
Purchases
Sales

Private
Equity

$ 11,707,512 $ 1,596,517 $ 1,042,925 $
1,458,113
-

Balance at
December 31, 2013

13,165,625

Total realized and
unrealized gains
Purchases
Sales

342,608
(9,330,897)

Balance at
December 31, 2014

MultiStrategy

104,804
(140,690)
1,560,631
46,963
(326,512)

194,749
820,711
(305,652)
1,752,733
639,584
776,027
(289,864)

$ 4,177,336 $ 1,281,082 $ 2,878,480 $
22

Liquidating
Trust
4,353 $
264
(4,617)

Total
14,351,307
1,757,930
820,711
(450,959)

-

16,478,989

-

1,029,155
776,027
(9,947,273)

- $

8,336,898
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The change in value of hedge funds valued using significant unobservable inputs is included in the
gain on long-term investments in the accompanying statements of activities and change in net
assets. The change in unrealized (loss) gain relating to Level 3 assets held as of December 31,
2014 and 2013 is ($69,264) and $1,639,281, respectively.
The major categories of the Institute’s investments that are valued at net asset value or its
equivalent, including general information related to each category, are as follows at December
31, 2014:

Unfunded
Commitments

Fair Value
Long/short equity
Multi-strategy

(1)

$

(2)

$

Redemption
Frequency
(If Currently
Eligible)

Notice Period
(Days)

8,283,303 $

-

Monthly, Annually

60, 75, 90

6,178,741

-

Quarterly

45, 65

14,462,044 $

-

(1) These managers invest primarily in equity long/short underlying hedge funds or direct
investments. Some event-driven opportunities may be utilized. Strategies range from
value to growth and small to large capitalization. All investments have satisfied any lockup requirements and are available with notice during the next allowable liquidation
window.
(2) Investments include credit and debt vehicles from both foreign and domestic issuers.
Assets may also be invested in equity long/short, event-driven, relative value and global
asset allocation. All investments have satisfied any lock-up requirements and are available
with notice during the next allowable liquidation window.
The significant unobservable inputs used in the fair value measurement of the Institute’s
alternative investments are subject to market risks resulting from changes in the market value of
its investments.
The following table presents the estimated fair value of the Institute’s financial instruments that
are not measured at fair value on a recurring basis as of the years ended December 31, 2014 and
2013:
2014

2013

Carrying
Amount
Contributions
receivable, net

$

15,104,718

Carrying
Amount

Fair Value
$

14,863,694

$

8,724,620

Fair Value
$

8,616,262

The fair value of contributions receivable is estimated using risk free interest rates applied to
multi-year contributions receivable when notice of intent is given. There have been no changes in
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the valuation techniques for the years ended December 31, 2014 and 2013.
receivable are classified as Level 2 assets under the fair value hierarchy.

Contributions

13. Subsequent Events
The Institute has evaluated its December 31, 2014 financial statements for subsequent events
through May 13, 2015, the date the financial statements were available to be issued. The Institute
is not aware of any subsequent events which would require recognition or disclosure in the
financial statements.
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