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StaKeHolDer letter

hat does it mean to offer enhanced value? 
As a 30-year veteran of the project manage-

ment profession, I know that to secure the 
trust of project owners, sponsors and other 

stakeholders, we must distinguish ourselves.
Project professionals—and PMI—have long been 

known for the value they deliver. Just look at the numer-
ous studies, including PMI’s own Pulse of the Profession™, 
that show how effective project management leads to 
projects that meet scope, schedule and budget—and, most 
importantly, deliver value.

Today’s uncertain business landscape calls for a 
renewed focus on enhancing value. Project professionals 
must surpass expectations of the past—delivering results 
and value that achieve strategic objectives while also 
positioning their organizations to outpace the competi-
tion and secure future gains. And they’re challenged with 
achieving all these objectives with fewer resources, tighter 
deadlines and more demanding requirements.

Throughout 2012, PMI made great strides in demon-
strating enhanced value through its support of project, 
program and portfolio management professionals. This, in 
turn, helped them—and their organizations—stand out. 
Look no further than the 2012 Project of the Year Award 
winner and finalists spotlighted in this report, all of which 
provided remarkable value for project sponsors and stake-
holders alike.

This year, PMI maintained its pledge to support the 
profession through offerings that provide maximum value 
for members. The Institute’s new Volunteer Relation-
ship Management System (VRMS) lets members quickly 
search for volunteer opportunities targeted to their inter-
ests. PMI also continued to expand the annual Leader-
ship Institute Volunteer Planning Meeting, which offers 
opportunities for PMI’s global volunteers to interact with 
and provide valuable input to the PMI Board of Directors. 

And because no profession can truly flourish without 
careful nurturing of future talent, the PMI Educational 
Foundation launched its most ambitious project yet: an 

TO PMi MEMBERs, cREdENTiAL hOLdERs ANd cOLLEAgUEs:

initiative to integrate project management into class-
rooms worldwide for students ages 13 to 19. We are 
proud of the work the foundation has delivered since 
1990 in the forms of scholarships, awards and financial 
grants that help spread project management-related infor-
mation and skills across the globe.

A robust global network of members and certification 
and credential holders means greater opportunity to learn 
and grow. In 2012, PMI welcomed 90,283 new certifica-
tion and credential holders (surpassing 500,000 active 
Project Management Professional, or PMP®, credential 
holders) and 148,948 new members.

Learning and knowledge-sharing took center stage 
at the 2012 PMI global congresses, the largest-ever 
PMO Symposium and the PMI® Research and Education 
Conference. To help project professionals stay abreast 
of the changing business environment, PMI offered an 
abundance of professional development opportunities. 
The community also continued to share lessons learned 
through the Institute’s online communities of practice, 
where project, program and portfolio professionals can 
share knowledge on specific topics of interest.

Growing to include 79 organizations, the PMI Global 
Executive Council highlighted how organizations can do 
more with less, meet their strategic objectives and avoid 
costly project failures. These elite companies are a force 
in showcasing the power of project management. In the 
public sector, PMI members and credential holders suc-
cessfully advocated for the profession and its practitio-
ners. Outcomes were visible in governments within India, 
the United Kingdom, the United States, Canada and 
South Korea.

In a future where efficiency is ever-more intertwined 
with strategic alignment and success, PMI will continue 
to help organizations and practitioners alike identify new 
ways to enhance value.

Peter Monkhouse, BSc (Eng), MBA, PEng, PMP
Chair, 2012 PMI Board of Directors
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In a continuing turbulent business environment, 
the project management community rallied to 
enhance and promote the value of project manage-
ment—in terms of practitioners’ individual work as 
well as the collective profession. PMI worked dili-
gently to make organizations aware of the value of 
the profession, and help them improve the practice 
to deliver business benefit from projects, programs 
and portfolios. 

One of the most significant ways the Institute 
contributed to this awareness was by providing 
proof of value through its annual Pulse of the 
Profession™ study. With insights from more than 
1,000 project professionals, the 2012 research 
provided a vivid snapshot of how project man-
agement adds value—and the dangers of failing 
to understand its value: Organizations risk, on 
average, US$120,000 for every US$1 million 
spent. But the study found that low-performing 
organizations risk nine times more money than 
their high-performing counterparts. 

The Pulse research, combined with insights 
from PMI’s corpo-
rate and government 
relationships, also 
serves as a power-
ful benchmark for 
identifying global 
trends, forecasting 
outcomes, and pro-
viding insight into 
how organizational 
leaders can find a 
competitive edge 
amid economic tur-
bulence and unstable 
markets. 

The 2012 global 
survey identified the 
following critical 

ENhANciNg VALUE 
ThROUgh AWARENEss

project factors that differentiate organizations with 
higher project success rates:

1. Talent Management: Forward-looking organiza-
tions must staff project teams with appropriately 
skilled people—and invest in building a talent 
pipeline—especially if the organization intends to 
gain a competitive advantage in new markets.

2. Project Management Basics: This includes 
standardizing processes across the enterprise 
and taking time to create a realistic implementa-
tion plan.

3. Executive Sponsorship: Organizations must 
ensure active and engaged top-level support for 
projects.

4. Focus on Benefits: Benefits realization will 
continue to play an important role in assessing 
project and program success.

5. Change Management: As the global market-
place continues to rapidly shift, organizations 
recognize the need to manage change associated 
with the project.

Based on trends identified in the 2012 Pulse of 
the Profession™, PMI conducted additional research 
and released in-depth reports on:

Portfolio Management: Organizations increasingly 
recognize that portfolio management can help 
them make the decisions that will set them apart 
from their competitors. More than 60 percent of 
projects at organizations that describe themselves 
as highly effective in portfolio management met 
or exceeded expected ROI. PMI’s Pulse of the Pro-
fession™ In-Depth Report: Portfolio Management 
outlined a three-pronged approach for portfolio 
management improvement:

1. Elevate portfolio management to a strategic level.
2. Create a portfolio-minded culture.
3. Implement appropriate tools and practices. 

PMI 2012 ANNUAL REPORT

“Our research indicates that 
organizations that keep a sharp 

focus on fundamental project 
management practices are realizing 

huge results . By optimizing 
strengths and improving on 

weaknesses in the core project 
management practices, an 

organization puts far fewer dollars 
at risk for each project .” 

 
—Mark A . Langley, President and cEO, PMi 
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The message to organizations was clear: High 
portfolio management maturity leads to better 
project performance across the board. The report 
offered solid proof of value, linking effective port-
folio management to projects that were more likely 
to meet goals and be delivered within budget and 
on time while increasing ROI.

Organizational Agility: This report found that to 
increase organizational agility, organizations are 
aggressively reshaping their culture and business 
practices in three ways: 

1. Embracing change management to better 
adapt to shifting market conditions. 
2. Focusing on more collaborative and robust 
risk management.
3. Using standardized project, program and 
portfolio practices. 
However, the report emphasized the real value 

is when all of the best practices are used in con-
cert. Organizations that practice effective change 
management, risk management and standardiza-
tion are nearly twice as likely as their peers to see 
increased success with their new initiatives.

The goal of the Pulse reports is to not only 
build awareness but also to provide compelling 
takeaways for everyone, from project profession-
als in the trenches to senior leaders in the execu-
tive suite and in government agencies around the 
world. Armed with that information, practitioners 
and organizations alike can use project manage-
ment to truly enhance value and business success.

PMI GLObAL STANdARdS
PMI’s global standards continue to be regarded as 
the foundation of the profession and proved  
particularly critical resources in uncertain eco-
nomic times. In 2012, PMI released for presale A 
Guide to the Project Management Body of Knowl-
edge (PMBOK® Guide)—Fifth Edition. The latest 

edition adds a tenth Knowledge Area (Project 
Stakeholder Management), as well as four new 
planning processes (Plan Scope Management, Plan 
Schedule Management, Plan Cost Management 
and Plan Stakeholder Management). Also in 2012, 
PMI released The Standard for Program Manage-
ment—Third Edition and The Standard for Portfolio 
Management—Third Edition for presale.

ThE VALUE Of PROjEcT MANAGEMENT 
AROUNd ThE WORLd
The efforts of the project management community 
were richly rewarded with a greater recognition of 
the value of project management in every corner of 
the world:
n The Indian government’s approach paper to the 

12th Five-Year Plan mentions project manage-
ment as a capability that can be learned and 
institutionalized to improve efficiency.

n The U.S. Government Efficiency Caucus was 
created in April 2012 with the intent to make 
the U.S. government more efficient through 
increased use of program management. 

n The UK government launched its Major Projects 
Leadership Academy to build the skills of senior 
project leaders across government to deliver 
complex projects.

n Multinational mining company Rio Tinto 
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EnhancEd Global SafEty

Umatilla chemical Agent disposal Facility, 
PMi 2012 Project of the Year Award Winner
The Umatilla chemical Agent disposal Facility in herm-

iston, Oregon, UsA held more than 220,000 aging and 

decaying weapons containing 7 .4 million pounds (34 

million kilograms) of VX, sarin and mustard gases . Under 

a disarmament treaty signed by 188 countries, it was up 

to engineering firm URs to safely destroy the stockpile 

by 29 April 2012 .

The weapons disposal process started in septem-

ber 2004 . One year later, however, a review process 

predicted the project team had a less than 1 percent 

chance of meeting its deadline . so the team rallied to 

find ways to safely shorten the timeline . That included 

scheduling daily, weekly and monthly meetings that 

covered everything from critical path analysis to 

scope changes . 

The team also devised a more effective on-site 

method of incinerating the caked mustard agent that 

gathered at the bottom of storage containers . By creat-

ing a system to pump the waste into a liquid incinerator, 

the team eliminated the need for containers it didn’t 

have while still meeting regulations . 

Throughout the project, safety remained front and 

center . 

To reduce the risks of handling such volatile weapons 

and chemicals, for example, the team packaged each nerve 

agent into different campaigns during which only the 

designated chemical could be incinerated . The team also 

installed prominent safety signage throughout the facility . 

The project was completed nearly six months ahead 

of the deadline, millions of dollars under budget and 

with a remarkably low injury rate . 

“destroying the munitions is a fantastic accomplish-

ment,” says steven Warren, Phd, project general manager 

at URs, “but to 

do it safely with 

all the pressure 

we had is simply 

phenomenal .”  

check out a video of this project  
on PMi’s YouTube channel at  
www.youtube.com/user/pMInstitute.
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Around the world, the project management com-
munity joined forces to magnify the results of their 
individual efforts to create, enhance and demon-
strate value. 

PMI fostered that collaboration by providing 
opportunities for its more than 650,000 
members and credential holders from 185-
plus countries to work together. The effort 
could be seen at the local chapter level all the 
way to the PMI Global Executive Council. 

The PMI network of project profession-
als is now larger and more geographically 
dispersed than ever before. In 2012, the 
PMI community included 534,039 certifi-
cation and credential holders and 397,529 
members in nearly every country in the 
world.

To improve collaboration, two new 
online communities of practice were intro-
duced in 2012: 
1. Change Management Community of 

Practice shares knowledge of change 
management’s role in the alignment and 
integration of the organization’s com-
ponents to effectively achieve strategic 
business outcomes.

2. Requirements Management Commu-
nity of Practice focuses on identifying 
effective approaches for documenting 
deliverables to meet stakeholder needs. 

In the face-to-face arena, the PMI® Global Con-
gress 2012—EMEA was held in Marseille, France. 
Along with sessions on a variety of topics, keynoter 
Francisco García Morán of the European Com-
mission spoke about his organization using proj-
ect management to build smart, sustainable and 

ENhANciNg VALUE 
ThROUgh  
cOLLABORATiON  
ANd PARTNERshiPs

“The Guide to Lean 
Enablers is a very useful 
addition to the tools 
currently available and 
is the powerful result of 
a working collaboration 
between the 
international council 
on systems Engineering 
(iNcOsE) and PMi and 
The Lean Advancement 
initiative .” 
—deborah Nightingale, Lean 
Advancement initiative, Massachusetts 
institute of Technology

Umatilla Chemical Agent 
Disposal Facility

updated its project management framework 
based on PMI standards and is using PMI certifi-
cations in its talent development framework.

n Canada’s Office of the Comptroller General 
identified PMI’s A Guide to the Project Manage-
ment Body of Knowledge (PMBOK® Guide), as 
well as The Standard for Program Management 
and The Standard for Portfolio Management 
as reference documents for the government’s 
Guide to Using the Project Complexity and 
Risk Assessment Tool.

n South Korea considers legislation mandating the 
creation of program management offices (PMOs).

PMI reinforced this growing recognition by 
increasing its media presence, which helped raise 
awareness of the value of project management among 
business leaders and the general public. Media outlets 
such as Forbes, MSN, Yahoo! Finance, Harvard Busi-
ness Review, Politico and Foxbusiness.com quoted 
PMI President and CEO Mark A. Langley, PMI’s 
Pulse of the Profession™ report, or referenced PMI 
best practices and standards on topics ranging from 
building an innovative business culture to developing 
the next generation of project managers.
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inclusive growth through technology. Later in the 
year, Vancouver, British Columbia, Canada hosted 
the PMI® Global Congress 2012—North America, 
which attracted thousands of project professionals 
for seminars, panel discussions and networking 
opportunities. Keynote speaker and author Marcus 
Buckingham provided insight on how project pro-
fessionals can translate their individual strengths 
into long-term success for their organizations. 

Held in July 2012, the biennial PMI Research 
and Education Conference proved a lively forum for 
researchers and practitioners to discuss the impor-
tant role that academic research plays in crafting the 
future direction of the project management profes-
sion. For the first time ever, the conference was held 

in collaboration with and at a college, the University 
of Limerick in Limerick, Ireland.

2012 marked the largest-ever PMO Symposium, 
held in November in Las Vegas, Nevada, USA. A 
truly unique experience, the event brought together 
more than 600 of the profession’s leaders to share 
knowledge and lessons learned. Along with Mr. 
Langley discussing the future of the project execu-
tive, speakers included aerospace entrepreneur and 
Virgin Galactic spacecraft designer Burt Rutan, and 
Greg Kenney, Treasury Board of Canada Secretariat.

Collaboration happened not just on the individ-
ual level but also on the organizational level. Several 
times throughout 2012, members of PMI’s Global 
Executive Council gathered to share challenges and 

Procter & gamble (P&g) knew it needed to upgrade 

its nearly 20-year-old ordering, shipping and billing 

software and work processes . But the global consumer 

products company had to do it without threatening its 

Us$84 billion business . 

in a single day, the iT system typically juggled 

18,000 orders shipped to 150,000 retailers—accounting 

for Us$200 million in revenue spanning North America, 

Europe and 150-plus export markets . Any glitch in 

the project would generate unwanted attention and a 

potential hit to the bottom line .

But what started as a simple iT upgrade morphed 

as P&g leaders recognized the project’s potential to 

build business value by minimizing lost sales, creating 

efficiencies in the supply chain and driving down costs 

across the enterprise .

Once the team created a project charter, it identified 

three major risks: loss of business due to an inability to 

process orders in a timely way, loss of credibility because 

of a lack of quality in the shipping process and loss of sales 

as competitors took advantage of the transition .

To mitigate and manage those risks, P&g introduced 

a board comprising P&g’s regional presidents and busi-

ness unit presidents . The board’s management proved 

pivotal . Amidst one major acquisition deal, for example, 

the board identified potential staff resourcing issues 

that could have thrown off the project . P&g also cre-

ated a central technical and project management office 

team in each region . 

The new system was rolled out in three waves, improv-

ing shipping times and customer satisfaction, although to 

the outside world, it just seemed like business as usual . 

“One of the things i feel very proud of was how we 

were able to mitigate the risks successfully and really be 

able to have a zero impact on the day-to-day operations 

of our business 

and our retailers,” 

says Francisco 

Fraga, P&g’s 

director of iT .

EnhancEd cuStomEr SatiSfaction

Procter & gamble, PMi 2012 Project of the Year Award Finalist

check out a video of this project  
on PMi’s YouTube channel at  
www.youtube.com/user/pMInstitute.
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solutions. This assembly of discussion partners from 
elite companies is well-positioned to guide the future 
of the project management profession and influence 
best practices.

Also at the organizational level, PMI partnered 
with the International Council on Systems Engi-
neering (INCOSE) and the Massachusetts Institute 
of Technology (MIT) to explore the value of lean 
enablers in project management. The partnership 
resulted in The Guide to Lean Enablers for Manag-
ing Engineering Programs, an in-depth report that 
identifies the top challenges that engineering pro-
grams face today. Drawing on both program man-
agement and systems engineering, the report also 
identifies 300 best practices to address these chal-

A Procter & Gamble shipping plant in action

lenges and help organizations cut down on waste, 
reduce program risk and improve ROI. 

As government budget overruns flooded the 
news, the private and public sectors came together to 
address the issue. In September, Mr. Langley joined 
members of the U.S. Congress and experts from 
CH2M Hill and ICF International at the first project 
management-focused discussion organized by the 
new U.S. House of Representatives Government 
Efficiency Caucus. They discussed how government 
agencies could reduce costly delays for transportation 
programs by adopting private-sector practices that 
increase efficiency and improve benefits realization. 

PMI also continued to support the work of 
International Organization for Standardization 
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From complex scientific research on dark matter to 

sensitive national-security efforts for protecting U .s . 

borders, the Pacific Northwest National Laboratory 

(PNNL) in Richland, Washington, UsA conducts a range 

of cutting-edge work . 

And a scope that broad needs a lot of space . For de-

cades, PNNL had occupied 16 facilities covering nearly 

550,000 square feet (51,097 square meters) . But a 

2004 environmental remediation agreement earmarked 

one-half of the research lab space for demolition . With-

out a move to new quarters, PNNL faced extinction . 

For the project to happen, PNNL had to secure 

annual funding from three major U .s . government 

stakeholders: the department of homeland security 

(dhs), the National Nuclear security Administration 

and the department of Energy’s Office of science . To 

demonstrate the project’s value, the team inven-

toried the capability of the buildings that would be 

replaced—showcasing the specific significance to 

each stakeholder . For example, PNNL’s visualization 

research helps the dhs predict and respond to terror-

ist incidents . 

Then, to offset the risk that PNNL would default on a 

contract if federal funds couldn’t be delivered, the team 

implemented a phased approach  

to construction . 

Even once the new structure was complete, the team 

still faced the risk that expensive laboratory apparatus 

might be damaged in the move . To ensure it all stayed safe 

and sound, the team worked closely with the equipment’s 

vendors and with scientists . 

When moving day finally arrived, the team delivered 

more than 400,000 square feet (37,161 square meters) 

of replacement facilities on time and under the Us$377 

million budget . 

EnhancEd innovation

Pacific Northwest National 
Laboratory, PMi 2012 Project 
of the Year Award Finalist

“if we hadn’t had a strong project management 

team on this project, it’s entirely possible that the  

fixed end-date couldn’t have been achieved, or we 

wouldn’t have been able to deliver the scope we’d set 

out to achieve or we would’ve been over budget,” says 

Angus Bampton, 

PMP, senior proj-

ect manager in 

PNNL’s strategic 

Projects division . 

check out a video of this project  
on PMi’s YouTube channel at  
www.youtube.com/user/pMInstitute.
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Few tools enhance value more powerfully than 
education. Practitioners and organizations alike 
recognized that value and sought training opportuni-
ties. To meet this need, more than 1,600 Registered 
Education Providers (R.E.P.s) trained more than 
850,000 students for an average of 30 hours per stu-
dent. Today, these commercial training providers, 
colleges and universities lead courses in more than 
82 countries. 

Seven new project management degree programs 
at four universities were accredited by the PMI 
Global Accreditation Center for Project Manage-
ment Education Programs (GAC) in 2012: 
n Walden University, School of 

Management, Minneapolis, Min-
nesota, USA: master of science in 
project management 

n Tongji University School of Eco-
nomics and Management, Shang-
hai, China: master of engineering 
in project management 

n University of Quebec at Montreal, 
Ecole des Sciences de la Gestion, 
Montreal, Quebec, Canada: master’s 
in project management—profes-
sional stream; master’s in project 
management—co-op stream; 
master’s in project management—
research stream; specialized gradu-
ate diploma in project management 

n Missouri State University, College 
of Business, Springfield, Missouri, USA: master of 
science in project management 

Helping practitioners gain knowledge and deliver 
results, PMI built up its online and face-to-face 
learning opportunities in 2012. One- to two-week 
eSeminarsWorld® courses include multimedia pre-
sentations, group projects, role-play exercises, tests 
and partner exercises. Project professionals can also 
opt for PMI’s e-Learning On Demand courses, which 
allow them to participate on their own schedules.

ENhANciNg VALUE 
ThROUgh EdUcATiON

“PMi’s research and 
education awards 
recognize, honor and 
promote excellence in 
the future of project 
management studies 
and practice .”  
 
—Peter Monkhouse, Bsc (Eng), MBA, PEng, 
PMP, chair, 2012 PMi Board of directors

Pacific Northwest 
National Laboratory

committees and other international standards 
activities. The new ISO 21500 global project man-
agement standard was released in 2012 and was 
aligned with PMI’s A Guide to the Project Manage-
ment Body of Knowledge (PMBOK® Guide). PMI 
also played a leadership role in the development of 
ISO 21500, serving as Secretariat of the ISO Com-
mittee during the five-year development process. 
Several PMI documents were used as its founda-
tion, including Chapter 3 and the Glossary from 
the PMBOK® Guide.
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ENhANciNg VALUE 
ThROUgh VOLUNTEERs

Research Drives Results
Research is the lifeblood of 

innovation—leading to even 

greater value in project man-

agement . serving as a strong 

advocate in that effort, the PMi 

Research Program has awarded 

more than Us$18 million in 

research grants since 1997 . in 

2012, the Research Program 

awarded academic grants to: 
n Barbara Edington, PMP, St. 

francis college, New York, New 

York, UsA, for a study on the creative process and the 

logistical, financial and regulatory hurdles artists face . 
n Karin Bredin, Phd, and cecilia Enberg, Phd, linköping 

university, Linköping, sweden, for research on 

organizational solutions for retaining and developing 

specialist knowledge . 

n Joana geraldi, Phd, and Mario Arlt, Phd, university 

college london, London, England, for a study 

on how portfolio decisions are made and how to 

improve the cognitive factors involved .
n Martina huemann, Phd, and Pernille Eskerod, 

vienna university of Economics and busi-

ness, Vienna, Austria, for research on stakeholder 

management and developing a more holistic 

approach suitable to projects and programs . 
n Jill Owen, Phd, James connor, Phd, and henry Linger, 

Phd, university of new South Wales, Kensington, 

Australia, for research on the potential for project 

management in developing government policy . 
n derek h .T . Walker, Phd, and Beverley M . Lloyd-

Walker, Phd, rmit university, Melbourne, Austra-

lia, for a study to narrow the project procurement 

knowledge gap in A Guide to the Project Manage-

ment Body of Knowledge (PMBOK® Guide) .

The project management community didn’t simply 
focus on delivering value for its own organizations. 
Through PMI’s volunteer opportunities, it also 
provided value for the profession as a whole. 

In 2012, PMI enjoyed association with more 
than 8,000 volunteers from over 90 countries—
over 3,000 in leadership roles in chapters and 
more than 1,700 additional volunteers support-
ing chapter activities. The vibrant activities 
of our communities of practice are led by 200 
volunteer leaders while another 2,000 to 3,000 
volunteers serve in a variety of important capaci-
ties including but not limited to: PMI Board of 
Directors; Board task teams; Board support com-

mittees; the PMI Educational Foundation; region 
mentors and member advisory groups; and 
volunteers involved with standards development 
and credential item writing. 

To foster collaboration and involvement 
by volunteers, PMI continued to add valuable 
enhancements to its volunteer programs. In 
2012, PMI launched the Volunteer Relationship 
Management System (VRMS) in an effort to 
match eager and willing volunteers with avail-
able volunteer positions. The VRMS allows users 
to maintain their profiles, including their service 
history, and search for opportunities that best 
suit their interests.
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PMI also continued the expansion of the Lead-
ership Institute Volunteer Planning Meeting to 
include all of the volunteer groups that support 
PMI’s Global Operations Center. This important 
planning event began in 2005 and previously sup-
ported only our chapter development volunteers. 
In 2012, PMI was honored to have 138 volunteers 
from all over the world representing 18 of our 
most strategic-level volunteer groups to kick off 
the year’s activities. 

In 2012, PMI increased support to region meet-
ings that support the development of our chapter 
volunteers. Sixteen meetings were held globally 
throughout the year. The Leadership Institute 
Region Meeting Support Program maximizes 
resources and leverages tools and content cur-
rently available through PMI’s Leadership Institute 
program to support the leadership development of 
more than 1,200 regional volunteers. 

The valuable contributions of PMI volunteers 
have helped make significant strides in demon-
strating the value, and raising awareness, of the 
project management profession. 

“Being part of PMi as a volunteer for the last decade has enabled me to join a 
community of leaders and learners in a way that i don’t know if i would have been 
able to anywhere else . so as a member of this community of leaders and learners,  
it’s helped me grow personally and professionally .” 
—donna Brighton, PMP, 2012 Ethics Review committee

To find out more about the value of volunteer-
ing, please visit the Volunteer with PMi playlist 
on the PMinstitute channel on YouTube at 
www.youtube.com/user/pMInstitute.

LOOKiNg AhEAd
As the project management community came 
together to enhance value, 2012 saw impres-
sive gains. Looking ahead, PMI is committed 
to providing the thought leadership and sup-
port to create even more value moving forward. 
Those efforts will include the continued growth 
and influence of the Pulse of the Profession™ 
series.  This mission to drive the value of proj-
ect management is at the heart of 2013 global 
congresses and the many regional symposiums 
and conferences held across the globe. Whether 
online or in-person, these events let project 
professionals advance their skills—position-
ing them for a key role in shaping the future of 
their profession. 

Because new knowledge is essential in creat-
ing new pathways for the profession, PMI will 
also continue to fund research from institutions 
and organizations around the world. A call for 
2014 research proposals was issued early in 2013, 
and the announcement for 2013 recipients is 
scheduled for January 2014. 

PMI remains dedicated to helping the project 
management community find new and better 
ways to enhance value, as well as meet current 
and future needs of its growing membership, 
communities and organizations.
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2012 Pmi board of dirEctorS and ExEcutivE manaGEmEnt GrouP

2012 pMI BoarD of DIrectorS

eXecutIVe ManaGeMent Group

Standing (left to right): Ricardo Triana, PMP, chair, strategy development Oversight committee; Eugene (gene) Bounds, PMP; herman gonzalez, PMP; steve 
delgrosso, Msc, PMP; William Moylan, Phd, PMP; Mark A . Langley, PMi President and chief Executive Officer; John Mihalic, PMP; Ricardo Viana Vargas, Msc, PMi-RMP, 
PMi-sP, PMP; Frank Parth, Ms, MssM, MBA, PMP; and Zbigniew J . Traczyk, Msc, MBA, PMP . Seated (left to right): Beth Partleton, PMP, immediate Past chair; deanna 
Landers, MBA, PMP, Vice chair; Peter Monkhouse, Bsc (Eng), MBA, PEng, PMP, chair; Jane Farley, Msc, FPMiNZ, PMP, secretary/Treasurer, chair of the Performance 
Oversight committee; and diane White, MA, scM, PMP .

from left to right: craig Killough, Vice President, Organization Markets; Lew gedansky, Phd, Vice President, governance and Executive Programs; William scarborough, 
Jd, Vice President and general counsel; Lesley Bakker, Vice President, Brand Management; Mark A . Langley, President and chief Executive Officer; dorothy McKelvy, 
MA, sPhR, Vice President, human Resources; Frank schettini, MBA, Vice President, information Technology; Brian Weiss, MBA, Vice President, Practitioner Markets;  
and John J . doyle, MBA, Vice President, Finance and Administration .
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Board of Directors
Project Management Institute
Newtown Square, Pennsylvania

Report on the Financial Statements
We have audited the accompanying consolidated financial statements of Project Management Institute (a not-for-profit 
organization) and subsidiaries which comprise the consolidated statements of financial position as of December 31, 2012 
and 2011, and the related consolidated statements of activities,  and cash flows for the years then ended, and the related 
notes to the consolidated financial statements. 

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated 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 consolidated financial statements based on our audits.  We did not 
audit the financial statements of PMI Organization Centre Private Ltd, a majority-owned subsidiary in Mumbai, India, or 
PMI Project Management Technology Co., Ltd, a wholly-owned foreign enterprise in Beijing, China, which statements report 
total assets of $1,608,611 and $1,896,113 as of December 31, 2012 and 2011, respectively.  Those statements were audited 
by other auditors whose reports have been furnished to us, and our opinion, insofar as it relates to the amounts included for 
PMI Organization Centre Private Ltd, and PMI Project Management Technology Co., Ltd, are based solely on the reports of 
the other auditors. We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America.  Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
consolidated financial statements are free of material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated  
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the consolidated 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 consolidated 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 consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 
 
Opinion
In our opinion, based on our audit and the reports of the other auditors, the consolidated financial statements referred to above 
present fairly, in all material respects, the financial position of Project Management Institute (a not-for-profit organization) and 
subsidiaries as of December 31, 2012 and 2011, and the cash flows for the years then ended, in accordance with accounting 
principles generally accepted in the United States of America.

Elko & Associates Ltd
Media, Pennsylvania
May 7, 2013

I N D E P E N D E N T  A U D I T O R S ’  R E P O R T 
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PROJECT MANAGEMENT INSTITUTE AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
 DECEMBER 31,

 2012 2011
ASSETS
CURRENT ASSETS  

Cash and cash equivalents $ 8,271,243 $19,471,687
Investments 267,284,386 180,165,918
Accounts receivable — net 6,771,221 3,757,304
Prepaid expenses 2,205,782 1,969,338
Inventory 570,037 836,059

Total Current Assets 285,102,669 206,200,306 

PROPERTY AND EQUIPMENT  
Land 792,689 792,689
Buildings and improvements 3,928,185 3,928,185
Leasehold improvements 6,663,324 6,561,655
Office furniture and equipment 3,893,522 3,611,403
Computer software and equipment 44,656,979 38,870,398
Software development in process 297,780 747,250

Subtotal 60,232,479 54,511,580
Less accumulated depreciation and amortization (44,288,488) (37,381,952)

Net Property and Equipment 15,943,991 17,129,628

LONG-TERM ASSETS  
Investments — long-term fund - 14,545,904
Deposits and other assets  412,531 447,935

Total Long-Term Assets 412,531 14,993,839
 

TOTAL ASSETS $301,459,191 $238,323,773
 
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES  

Accounts payable $7,009,033 $7,606,270
Unearned revenue 33,417,309 30,287,747
Accrued expenses 8,415,479 2,240,463
Accrued salaries and payroll taxes 2,515,919 3,004,834
Deferred compensation 363,642 -

Total Current Liabilities 51,721,382 43,139,314

LONG-TERM LIABILITIES  
Deferred rent liability 2,142,871 2,450,263
Deferred compensation — long-term - 68,572

Total Long-Term Liabilities 2,142,871 2,518,835 
Total Liabilities 53,864,253 45,658,149 

NET ASSETS — UNRESTRICTED 247,594,938 192,665,624
 
TOTAL LIABILITIES AND NET ASSETS $301,459,191 $238,323,773

The accompanying Notes are an integral part of these statements.
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PROJECT MANAGEMENT INSTITUTE AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF ACTIVITIES

 FOR THE YEARS ENDED 
 DECEMBER 31,

 2012 2011
PROGRAM REVENUES  

Brand Management $11,099,702 $12,759,303
Practitioner Markets 133,683,664 127,535,932 
Organizational Markets 4,898,140 4,281,143 
Academic and Educational Programs 198,711 55,187 
Finance and Administration 24,075,741 (1,676,198) 

Total Revenues 173,955,958 142,955,367
 

PROGRAM EXPENSES  
Brand Management 23,538,477 21,593,386 
Practitioner Markets 62,190,386 56,409,619 
Organizational Markets 18,316,384 16,346,523 
Academic and Educational Programs 2,880,728 2,887,454 
Information Technology 677,387 505,014 
Finance and Administration 7,643,595 7,193,684 

Total Program Expenses 115,246,957 104,935,680 

GOVERNANCE 1,597,621 1,482,340 

EXECUTIVE 2,182,066 3,651,981 

Total Expenses 119,026,644 110,070,001
 

CHANGE IN UNRESTRICTED NET ASSETS 54,929,314 32,885,366 

NET ASSETS — BEGINNING OF YEAR 192,665,624 159,780,258 

NET ASSETS — END OF YEAR $247,594,938 $192,665,624 

The accompanying Notes are an integral part of these statements.
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PROJECT MANAGEMENT INSTITUTE AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

 FOR THE YEARS ENDED
 DECEMBER 31,

 2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES  
Change in unrestricted net assets $54,929,314 $32,885,366 
Adjustments to reconcile change in unrestricted net assets to net cash:  

Depreciation and amortization 6,928,473 7,018,139 
Realized gain on investments (7,256,255) (2,288,861) 
Unrealized loss (gain) on investments (9,553,688) 10,540,757 
Loss of sales and abandonment of property and equipment 241 1,119 
Provision for (recovery of) uncollectible accounts (49,711) 76,456 
Deferred rent liability (307,392) (272,621) 
Loss on translation adjustments  30,722 52,545

(Increase) decrease in assets  
Accounts receivable (2,972,553) (2,215,860) 
Inventory 265,881 (175,521) 
Prepaid expenses (245,385) (363,867) 
Deposits and other assets 32,875 (63,945) 

Increase (decrease) in liabilities  
Accounts payable (589,569) 1,054,668 
Unearned revenue 3,129,178 2,133,851 
Accrued salaries and payroll taxes (490,844) 949,189 
Accrued expenses 6,167,815 1,275,979 
Deferred compensation 295,070 (1,994,613) 

Net Cash Provided by Operating Activities 50,314,172 48,612,781 

CASH FLOWS FROM INVESTING ACTIVITIES  
Purchase of investments (211,771,859) (69,165,439) 
Proceeds from sale of investments 155,987,577 33,262,421 
Purchase of property and equipment (5,743,102) (5,380,441) 

Net Cash Used in Investing Activities (61,527,384) (41,283,459)
 

EFFECT OF UNREALIZED EXCHANGE RATE CHANGES  
ON CASH AND CASH EQUIVALENTS 12,768 29,961 

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (11,200,444) 7,359,283 

CASH AND CASH EQUIVALENTS — BEGINNING OF YEAR  19,471,687 12,112,404 

CASH AND CASH EQUIVALENTS   — END OF YEAR $8,271,243 $19,471,687 

The accompanying Notes are an integral part of these statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

NOTE A - SUmmARY OF SIgNIFICANT ACCOUNTINg POLICIES

Organization and Nature of Activities — Project Management Insti-
tute (the “Institute”) is the world’s leading not-for-profit membership 
association for the project management profession, with more than 
397,000 members and 536,000 credential holders in 190 countries.  The 
Institute’s worldwide advocacy for project management is supported by 
its globally recognized standards and credentials, its extensive research 
program, and its professional development opportunities.  Its products 
and services are the basis of greater recognition and acceptance of 
project management’s successful role in governments, organizations, 
academia and industries.  The Institute’s headquarters are located in 
Newtown Square, Pennsylvania. In addition, the Institute operates inter-
nationally through contract service centers located in Brussels, Lelystad, 
New Delhi, and Singapore that provide local chapter support, market-
ing, and customer care services, as well as through subsidiaries located 
in Mumbai, Sydney, and Beijing that conduct advocacy programs with re-
gional organizations. Project Management Institute is affiliated with do-
mestic and international chapters.  Chapters are separate, independent 
operating entities and, therefore, the consolidated financial statements 
do not include the accounts of these operating entities.

Principles of Consolidation — The consolidated financial statements 
include accounts of PMI Organization Centre Private Ltd, a majority-
owned subsidiary in Mumbai, Republic of India (“India”); PMI (Beijing) 
Project Management Technology Co., Ltd, a wholly-owned foreign en-
terprise in Beijing, People’s Republic of China (“China”), which has a lim-
ited contractual obligation of twenty years; and Project Management 
Institute Australasia PTY LTD, a proprietary limited company in Sydney, 
Australia.  All significant intercompany transactions and balances have 
been eliminated in consolidation.

Foreign Currency Translation — The functional currencies of the In-
stitute’s foreign subsidiaries are their local currencies, Indian Rupees, 
Chinese Renminbi and Australian Dollars.  All statements of financial 
position accounts have been translated using the exchange rate in effect 
at the statements of financial position dates.  Statements of activities 
amounts have been translated using a monthly average exchange rate 
prevailing during the respective period.

Basis of Presentation — The Institute reports information regarding its 
financial position and activities according to three classes of net assets:  
unrestricted net assets, temporarily restricted net assets, and perma-
nently restricted net assets.  The Institute’s wholly-owned foreign enter-
prise in Beijing, China is required to appropriate not less than 10% of its 
profit after tax for employee welfare benefit usage according to foreign 
invested enterprises law in the People’s Republic of China.  Annual appro-
priation of earnings is required until the accumulated restricted earnings 
balance is at least 50% of the registered capital of the Company.  Net as-
sets restricted under this rule were $45,379 and $40,701 as of December 
31, 2012 and 2011, respectively, and have not been reflected as either 
temporarily or permanently restricted net assets because such amounts 
are not material to the financial statements.

Use of Estimates — The preparation of financial statements in confor-
mity 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 state-
ments and the reported amounts of revenues and expenses during the 
reporting period.  Actual results could differ from those estimates.

Fair Value measurements — Fair value is defined as the price that 
would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement 
date.  Accounting standards set a framework for measuring fair value 
using a three-tier hierarchy based on the extent to which inputs used in 
measuring fair value are observable in the market.

Level 1: Quoted prices in active markets for identical assets or liabilities.

Level 2: Observable inputs other than Level 1 prices such as quoted 
prices for similar assets or liabilities, quoted prices in markets that are 
not active, or inputs (interest rates, currency exchange rates, commodity 
rates and yield curves) that are observable or corroborated by observable 
market data for substantially the full term of the assets or liabilities.

Level 3: Inputs that are not observable in the market and reflect man-
agement’s judgment about the assumptions that market participants 
would use in pricing the asset or liability.

Cash and Cash Equivalents — For the purpose of the statements of 
cash flows, cash equivalents include all highly liquid investments with 
an initial maturity of three months or less that are not held in a broker-
age account for reinvestment.  The carrying amounts approximate fair 
value because of the short maturity of those financial instruments. 

Investments — The Institute carries all investments in marketable se-
curities at fair value, based on quoted prices in active markets (Level 
1 measurements), in the statements of financial position.  Unrealized 
gains and losses are reported in the change in net assets.  All marketable 
securities at December 31, 2012 and 2011 are managed by an invest-
ment advisor.

Accounts Receivable — Accounts receivable are stated at the 
amount management expects to collect from balances outstanding 
at year end.  The carrying amount of accounts receivable is reduced 
by an allowance for credit losses that reflects Management’s best 
estimate of the amounts that will not be collected. Each customer 
balance is individually reviewed when all or a portion of the balance 
exceeds 90 days from the invoice date. Based on Management’s re-
serve policy, an estimate is made of 50% of outstanding balances 
between 91 to 120 days and 100% of outstanding balances over 120 
days of the balance that will not be collected. The allowance for un-
collectible accounts was $144,806 and $203,333 at December 31, 
2012 and 2011, respectively.

Inventory — Inventory consists of Institute publications, commercial 
publications and gift items held for sale.  Inventory is stated at the lower 
of cost or market, average cost method.

Property and Equipment — Capital additions are stated at cost.  Main-
tenance, repairs and minor improvements are charged to operations as 
incurred.  Depreciation is provided over the estimated useful lives of the 
assets by the straight-line method.  The estimated useful lives are build-
ings and improvements 5 to 40 years; office furniture and equipment 5 
years; computer equipment 3 to 5 years and leasehold improvements 5 
to 10 years or over the term of the lease.
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Software Development Costs — The Institute expenses costs associ-
ated with the planning phase as well as costs related to the operating 
phase that do not significantly enhance the software. Costs incurred 
during the development stage are capitalized and amortized over three 
years.  Capitalized software development costs at December 31, 2012 
and 2011 were $35,246,160 and $30,183,813, respectively.

Revenue Recognition — Membership dues are recorded in income 
commensurate with the term of the membership.  Certification fee rev-
enue is recognized as services are provided.  Advertising revenues are 
recognized as income in the period of publication. Revenues are report-
ed net of sales taxes. 

Advertising — The Institute uses advertising to promote its programs 
among the audiences it serves.  Advertising costs are expensed as in-
curred.  Advertising expense for the years ended December 31, 2012 and 
2011 was $1,981,089 and $2,121,279, respectively.

Income Taxes — The Institute is exempt from U.S. federal income taxes 
under Section 501(c)(6) of the Internal Revenue Code.  The Institute is 
also exempt from Pennsylvania income taxes.  Revenue generated from 
advertising and sales of membership mailing lists are not considered 
program activity revenue by the Internal Revenue Service.  This type of 
income is classified as unrelated business income and may be subject to 
income tax.  For the years ended December 31, 2012 and 2011, there was 
no net income and no unrelated business income tax due.

The federal income tax returns of the Institute for 2009, 2010 and 2011 
are subject to examination by the federal, state and local taxing jurisdic-
tions, generally for three years after they were filed.

Functional Classification of Expenses — Costs of providing the In-
stitute’s various programs and other activities have been summarized 
on a functional basis.  Accordingly, the expenses directly related to the 
programs are combined with allocations of certain common costs of the 
Institute which have been allocated based on estimates made by man-
agement.  Activities include the following major program areas:

Brand management — activities and offerings include publication of 
monthly periodicals for the members of the Institute related to the 
practice and advancement of project management and current devel-
opments in the project management community, as well as Institute 
published and other project management titles offered through the 
Institute’s online marketplace.

Practitioner markets — activities and offerings include membership 
to the Institute, six certifications that recognize knowledge and com-
petency, a wide range of professional development opportunities, 
and opportunities to join more than 270 geographic chapters and 39 
industry- or interest-based communities of practice.

Organizational markets — activities and offerings include global 
standards for project, program and portfolio management, talent man-
agement and knowledge assessment tools for organizations, member-
ship to the Institute’s elite community of industry and government 
project management directors and thought leaders who influence and 
advance the project and program management professions, global 

accreditation for organizations that offer training in project manage-
ment and issue professional development units (“PDU”s) to meet the 
continuing education requirements needed by the Institute’s credential 
holders, and worldwide advocacy programs to promote the strategic 
organizational value of project management.

Academic and Educational Programs — activities and offerings in-
clude the most extensive research program in the field that advances 
the science, practice, and profession of project management and 
expands project management’s body of knowledge, and worldwide 
outreach programs to promote the academic value of project man-
agement. 

Supporting services for the Institute include Information Technology, 
Finance and Administration, Governance, and Executive.  

Reclassifications — Certain amounts in the prior year consolidated 
financial statements have been reclassified to conform to the current 
year presentation and realignment of major program areas as described 
above.  During 2012, key alliance activities previously delivered through 
Academic and Educational Programs were transferred to the Organiza-
tion Market Group to ensure proper alignment and long-term value for 
stakeholders.  These program activities, although serving all of the In-
stitute, are primarily focused on serving the Organization Market, for 
which key elements include building relationships with organizations to 
support the profession and organization stakeholder needs, as well as 
the creation and maintenance of provider networks.   

NOTE B - INVESTmENTS

At December 31, 2012, all investments are stated at fair value based on 
quoted market prices in active markets for identical securities (Level 1 
measurements) and are summarized as follows:

 Cost Fair Value

Money Market Funds  
   held for reinvestment $14,826,393 $14,826,393

Certificate of Deposit 259,350 263,870

Equities 63,697,537 67,581,330

Mutual Funds 128,697,908 131,116,267

Exchange Traded Funds 48,253,917 53,496,526

Total $255,735,105 $267,284,386

 

 The following schedule summarizes investments as of December 31, 2012:

US Equities 32% 

International Equities 8% 

Fixed Income 48% 

Real Estate Investment Trust 4% 

Cash and Equivalents 4% 

Other 4% 

 100% 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

NOTE A - SUmmARY OF SIgNIFICANT ACCOUNTINg POLICIES  
- continued
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At December 31, 2011, all investments are stated at fair value based on 
quoted market prices in active markets for identical securities (Level 1 
measurements) and are summarized as follows:

 Cost Fair Value

Money Market Funds  
   held for reinvestment $4,474,914 $4,474,914

Certificate of Deposit 138,116 158,344

Stocks 45,869,650 45,615,661

Government Bonds 16,884,486 17,602,004

Mutual Funds 125,349,063 126,860,899

Total $192,716,229 $194,711,822

 

The following schedule summarizes investments as of December 31, 2011:

US Equities 34% 

International Equities 10% 

Fixed Income 46% 

Real Estate Investment Trust 2% 

Cash and Equivalents 4% 

Other 4% 

 100% 

Long-term assets reported in the consolidated statements of financial 
position include government bonds of $0 and $14,545,904 as of De-
cember 31, 2012 and 2011, respectively, with maturity dates in excess 
of one year, and are included in the detail of investments stated at fair 
value reported above.

The following schedule summarizes the components of investment 
return which are contained in Finance and Administration revenues re-
ported in the consolidated statements of activities:

For the Years Ended December 31,
         2012 2011

Interest and dividend income $6,634,931 $5,952,067

Net unrealized gain (loss) 9,553,688 (10,540,757)

Net realized gain 7,256,255 2,288,861

Total Investment Income (Loss) $23,444,874 $(2,299,829)

 

Investment securities are exposed to various risks such as interest rate, 
market, and credit 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 and that 
such changes could materially affect the amounts reported in the con-
solidated statements of financial position.

NOTE C - ACCOUNTS PAYABLE

Accounts payable include amounts due to local chapters for dues col-
lected by the Institute on their behalf.  Amounts due to chapters as of 
December 31, 2012 and 2011 were $950,343 and $896,810, respectively.

NOTE D - UNEARNED REVENUE

 December 31,
 2012 2011

Unearned membership dues $24,681,361 $21,631,807

Unearned certification test fees 6,725,289 6,720,860

Unearned registered education  
   provider fees 1,491,291 1,198,656

Advance seminar registration  
   fees, booth sales and others 519,368 736,424

Total $33,417,309 $30,287,747

NOTE E - FINANCIAL INSTRUmENTS

Generally Accepted Accounting Principles require disclosure of an esti-
mate of fair value of certain financial instruments.  The Institute’s sig-
nificant financial instruments are cash and cash equivalents, accounts 
receivable, investments, and other short-term assets and liabilities. For 
these financial instruments, carrying values approximate fair value. 

NOTE F - CONCENTRATION OF CREDIT RISk 

The Institute maintains cash and money market fund balances at finan-
cial institutions in accounts insured by the Federal Deposit Insurance 
Corporation (FDIC insured) and the Securities Investor Protection Cor-
poration (SIPC insured). As of December 31, 2012, the uninsured bal-
ance was approximately $13,100,000.  Due to a change in FDIC insur-
ance rules effective January 1, 2013, the Institute’s uninsured balance 
was approximately $20,400,000 on January 1, 2013.  The Institute has 
not experienced any loss in such accounts.  The Institute’s management 
believes it is not exposed to any significant credit risk on its cash and 
money market fund balances.

At December 31, 2012, approximately $4,329,000 or 65% of the Institute’s 
accounts receivable balance was due from one customer located in China.

NOTE g - NON U.S. OPERATIONS 

Operations outside the United States are currently conducted by subsidiar-
ies in Mumbai, India, Beijing, China and Sydney, Australia. Foreign opera-
tions are subject to risks inherent in operating under different legal systems 
and various political and economic environments.  Among the risks are 
changes in existing tax laws, possible limitations on foreign investment and 
income repatriation, government price or foreign exchange controls, and 
restrictions on currency exchange.  Currency exchange controls and restric-
tions on the export of currency by certain countries may negatively impact 
the cash flows of the Institute.  For example, there are currently existing cur-
rency exchange controls and restrictions on the RMB, the currency of China.  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011
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Net assets of foreign subsidiaries are less than 1% of the Institute’s total net 
assets and consist mainly of cash and property and equipment less accounts 
payable and accrued expenses.

The wholly-owned foreign subsidiary (WOFE) in China has a require-
ment to fund $650,000 USD in registered capital.  As the funding re-
quirement was satisfied in previous years, no further funding is required 
as of December 31, 2012.

NOTE H - INCOmE TAxES

The Institute has a 99.9% interest in a foreign for-profit subsidiary, PMI 
Organization Centre Private Ltd, Mumbai, India.  In addition, the Institute 
has a wholly-owned foreign enterprise, PMI Project Management Tech-
nology Co., Ltd, Beijing, China; and Project Management Institute Aus-
tralasia PTY LTD a proprietary limited company in Sydney, Australia.  The 
Institute has elected to treat the foreign subsidiaries as pass-through enti-
ties for US income tax purposes.  The earnings from the investments in the 
subsidiaries are included in taxable income in a manner consistent with 
the financial reporting results.  The majority of the earnings of the subsid-
iaries are derived through a cost plus fee arrangement with the Institute. 
The terms of the fee arrangements were established by two independent 
transfer pricing studies. All of the earnings are wholly related to the tax ex-
empt purpose of the Institute and are, therefore, not subject to unrelated 
business income tax in the United States.

The provision for taxes on income earned in India and China is reported 
in the accompanying consolidated statements of activities in Organiza-
tional Markets program expenses and consists of the following:

 For the Years Ended December 31,
 2012 2011

Current provision $112,073 $183,640

Deferred benefit 1,280 (5,446)

Provision for Income Taxes $113,353 $178,194

 

The net deferred tax assets are reported in the accompanying consoli-
dated statements of financial position in deposits and other assets and 
include the following components:

 December 31,
 2012 2011

Current deferred tax asset $14,198 $20,805

Noncurrent deferred tax asset 10,352 5,385

Total Deferred Tax Assets $24,550 $26,190

  

Deferred income taxes result from transactions which are recognized in 
different periods for financial and tax reporting purposes and relate pri-
marily to the period of deduction for certain accrued expenses and differ-
ent depreciation methods.  Deferred income taxes are recognized for the 
tax consequences of these differences by applying enacted statutory rates 
expected to be in effect when taxes are actually paid or recovered.

Cash paid for foreign income taxes for the years ended December 31, 
2012 and 2011 were $139,532 and $181,007, respectively. 

NOTE I - FOREIgN CURRENCY TRANSLATION ADjUSTmENTS

Foreign currency translation adjustments associated with consolidating 
the accounts of the Institute’s majority-owned for-profit subsidiaries are 
reported in the consolidated statements of activities.  The amount of 
accumulated translation adjustments are included in unrestricted net 
assets in the consolidated statements of financial position.  

The accumulated foreign currency translation adjustments are as follows:

 For the Years Ended December 31,
 2012 2011

Balance at beginning of year $(77,487) $(24,942)

Foreign currency translation  
   adjustments loss  (30,723) (52,545)

Balance at end of year $(108,210) $(77,487)

  

NOTE j - RELATED PARTY TRANSACTIONS

The Institute contracts with individual members of the Institute to con-
duct seminars or training sessions, or to contribute to or write books for 
the Institute.

The amounts paid to members for the years ended December 31, 2012 
and 2011 are as follows:

 2012 2011

Honorariums $678,756 $614,697

Royalties 8,496 20,807

 

The Institute provides administrative services to the PMI Educational 
Foundation (PMIEF) and  charges a management fee for these adminis-
trative services.  The PMI Educational Foundation is a “supporting orga-
nization” of the Institute and as such, carries out its charitable purposes. 
The management fee was $631,447 and $404,422 for the years ended 
December 31, 2012 and 2011, respectively. The Institute also gives in-
kind donations to PMIEF.  The in-kind donations for facilities, information 
technology and human resource costs were $192,402 and $125,251 for 
the years ended December 31, 2012 and 2011, respectively.

In 2012, the Institute’s Board of Directors approved payment to the 
PMIEF up to $2,800,000 in 2012; $1,800,000 for general operations, 
and $1,000,000 for the Vision Driven Project.  The Institute paid the 
PMIEF $885,322 and $374,603 for general operations and the Vision 
Driven Project, respectively.

In 2011, the Institute’s Board of Directors approved a $550,000 unre-
stricted donation payable to the PMIEF which was paid in full by De-
cember 31, 2012.

Effective for 2011, the Institute assumed responsibility for providing 
core operational support services for its former Specific Interest Groups 
(SIGs) and Colleges.  These communities operate primarily in a virtual 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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environment.  Transitioned SIGs donated $437,523 and $202,000 of 
their remaining assets to the Institute during the years ended December 
31, 2012 and 2011, respectively. The donation revenue is included in pro-
gram revenues for Practitioner Markets in the consolidated statements 
of activities.  

NOTE k - COmmITmENTS AND CONTINgENCIES

The Institute has operating lease agreements for office space located 
in Pennsylvania, USA, Beijing, China, Mumbai and New Delhi, India and 
Washington DC which obligations end between 2012 and 2018.  

The Institute has a 10-year lease for office space with total lease pay-
ments of approximately $18,600,000 and annual minimum lease pay-
ments increasing annually from $1,700,000 to $2,000,000 per year.  
The lease agreement included a rent holiday of three months and provi-
sion for renewal periods at the Institute’s option.  The Institute recorded 
amounts related to rent holiday periods, scheduled rent increases and a 
tenant improvement allowance of $2,150,000 as deferred rent liability.  
The Institute amortizes the deferred rent on a straight-line basis over 
the lease term beginning with the date the Institute took possession of 
the leased space. 

Additionally, the Institute has lease agreements for various office 
equipment.  

The primary component of the Institute’s future obligations summa-
rized below is the office rent expense for PMI headquarters located in 
Newtown Square, Pennsylvania.  The summary of the minimum future 
obligations related to the office space and office equipment leases for 
each of the fiscal years ending December 31 is presented below:

 Year Amount Year Amount

2013  $2,322,350 2016 $1,979,049

2014  2,239,226 2017 2,013,820

2015  2,135,335 2018 168,060

Rent expense for office space and equipment was $1,997,702 and $1,957,827 
for the years ended December 31, 2012 and 2011, respectively.  

The Institute enters into contracts with various hotels for blocks of 
rooms for future events.  The commitments require the Institute to pay 
an attrition fee if the actual number of room nights used by the Institute 
is less than an agreed-upon percentage of the initial room occupancy.  
The attrition fee represents the hotel’s exclusive remedy for the Insti-
tute’s failure to generate the agreed-upon room block revenue and shall 
only be paid after management’s review and approval.

PMI India has an appeal before the Commissioner of Central Excise (Ap-
peals) IV against the assessment order issued by the Assistant Commis-
sioner of Service Tax — I: Division — III rejecting the Company’s claim of 
service tax for $52,617.  Management believes the rejection claims of As-
sistance Commissioner of Service Tax are without merit.  The outcome 
of these actions is not presently determinable, and management and 
legal advisors (counsels) are unable to provide an estimate or range of 

potential loss if such an outcome is unfavorable for the Company.  The 
Service Tax Receivable as of December 31, 2012 and 2011 is $227,154 
and $193,362, respectively.  Subsequent to December 31, 2012, the In-
stitute has collected approximately $75,000 and management believes 
the remaining balance will be collectible. 

NOTE L - LEASINg ACTIVITIES

The Institute leases office space to a tenant under a noncancelable op-
erating lease.  Rental income for December 31, 2012 and 2011 totaled 
$631,025 and $623,045, respectively.  

The following is a schedule, by year, of future minimum rentals under 
the lease as of December 31, 2012:

2013  $650,730 

2014  216,784 

Total  $867,514

NOTE m - RETIREmENT PLANS

The Institute has a defined contribution savings plan for the benefit 
of its employees.  Under the plan, a contribution based on compensa-
tion is made for each covered employee.  The plan allows employees 
to make elective salary deferrals and the Institute will make matching 
contributions based on the employees’ elective salary deferrals.  For 
the years ended December 31, 2012 and 2011, the Institute contributed 
$1,317,596 and $1,192,112, respectively, to the plan.

The Institute had a deferred compensation plan for its current President 
& CEO which vested on October 31, 2011.  The President & CEO elected 
to receive a distribution for this plan upon reaching the vesting date.  The 
final benefit amount of $1,070,227 was paid in the form of a lump sum 
distribution on November 11, 2011.

During 2011, a new deferred compensation plan was signed for its current 
President & CEO which will vest on December 31, 2013 conditional on his 
continuous employment through that date.  The liability for this benefit is 
$363,642 and $68,572 at December 31, 2012 and 2011, respectively.

In 2012 and 2011, the Institute recognized $295,070 and $441,472, re-
spectively, in compensation expense related to the plans.

The Emeritus President & CEO’s employment agreement terminated on 
January 15, 2011. As a result, benefits under the plan vested and the final 
deferred compensation amount was recalculated on the basis of his length 
of service at termination.  The final benefit amount of $1,258,489 was paid 
in the form of a lump sum distribution on February 18, 2011.

NOTE N - SUBSEQUENT EVENTS

In preparing these consolidated financial statements, management has 
evaluated events and transactions for potential recognition or disclo-
sure through May 7, 2013, the date the consolidated financial state-
ments were available to be issued. 
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