

















TABLE 3 BALANCE SHEET (CONSOLIDATED)

2006
2004 2005 Restated” 2007

ASSETS

Cash and ST investments $46,119 $49,186 $49,749 $46,249

Long-term investment portfolio 50,231 56,873 67,536 72,051

Real estate/equipment 84,557 81,668 79,309 81,617

Other 31,140 31,526 32,154 34,530
Total Assets $212,047 $219,253 $228,748 $234,447
LIABILITIES

Divisions/other groups $5,009 $5,679 $6,523 $7,311

Long-term debt 119,497 117,468 115,338 114,517

Accounts payable/accrued expenses/other 14,786 15,697 14,669 18,106

Deferred revenues 46,465 44,686 47,693 48,802
Total Liabilities $185,757 $183,530 $184,223 $188,736
Net Assets 26,290 35,723 44,525 45,711
Total Liabilities and Net Assets $212,047 $219,253 $228,748 $234,447

(All figures shown in thousands. ST = short term.

¢ Restated to reflect a change in accounting method to adopt the appropriate recording of an income tax provision for Ten G LLC.

in an effort to provide members with greatly improved online
services and to better disseminate psychology information

to the public. Salary and benefit expenses continue to be our
largest expense line item, increasing by 4.6%, or $2.1 million

over 2006.

WEB RELAUNCH

In 2007, APA embarked on a comprehensive project to rebuild
APA’s Web site. Through this enhanced site, APA expects
greater membership recruitment and retention, higher product
marketing and sales, enhanced online dues collection capabili-
ties, and more comprehensive public education.

This initiative will provide a consistent, easy-to-navigate
Web site; search capabilities that will greatly enhance the abil-
ity of members to find specific content; and a simplified sign-
on account that will enable members to log on once and have
access to all APA functions, services, and products.

APA’s Board of Directors and Council of Representatives
approved the Web relaunch as a $7.6 million investment in
APA’s infrastructure to bring the Web site up to date with to-
day’s technology. This project will be funded from current cash
reserves and our $10 million line of credit. This project was

approved as a designation of APA’s net assets (see Table 2).
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ASSOCIATION INVESTMENTS
The association’s financial stability is attributable in large part

to two major elements: APA’s long-term stock portfolio and
real estate holdings (see Table 3).

LONG-TERM STOCK PORTFOLIO

APA’s stock portfolio realized modest growth in the past year
(including a $1 million increase from excess cash flow from
the APA real estate operations); more specifically, the portfolio
performance resulted in a 4.86% overall 2007 return. APA’s
investment portfolio has seen continued strong investment
returns at an overall annualized average rate of 13.65% since
inception (see Long-Term Portfolio graph and table on p. 330).
This is attributable to the sound investment advice we have
received from our investment consultant, with oversight by the
Investment Subcommittee (see sidebar, p. 331).

REAL ESTATE HOLDINGS

APA’s two commercial office buildings, with a total of 604,000
square feet of office space, continue to produce solid returns for
the association. All major leases have been renewed through
2017 and beyond, and most of the tenant improvements associ-
ated with these renewals were paid for in 2007, paving the way
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TREASURER'S
REPORT

LONG-TERM PORTFOLIO COMPOSTION

B 54% LARGE-CAP VALUE

11% INTERNATIONAL VALUE
7% SMALL-CAP VALUE

10% MID-CAP GROWTH
18% SMALL-CAP GROWTH

VALUE 61%

GROWTH 28% INTERNATIONAL 11%

Market data as of December 31, 2007

PERFORMANCE RETURNS

2007 SINCE INCEPTION MARKET VALUE
Southeastern Asset Management - 0.86% 14.05% $38.1M
Westfield Capital Management 13.52% 10.19% 13.3 M
Advisory Research* (12/07) 5.08% 5.08% 4.6 M
Brandywine Mutual Fund 19.78% 17.34% 71 M
Lapides* (4/07) -15.78% -15.78% 0.9 M
Longleaf International Fund 15.29% 14.14% 8.0M
Total 4.86% ** 13.65%** $72.0 M

Mid-year purchases.

**Performance return data shown above is as of December 31, 2007, but before the 2007 dividend and interest withdrawal (per Council action).

for increased cash flow from building operations in 2008 and
into the future.

DEBT REFINANCE
Unsettled financial markets are not good for the overall economy
but have worked in APA’s favor. Given the low-interest-rate
environment and upcoming balloon payments on $25 million
of APA’s debt (on its buildings), APA’s finance team worked
to secure a commitment from the Bank of America that will
lower the interest expense on our debt, extend the term of the
bank’s commitment from the remaining 4 years to 10 years, and
extend the maturity of the amortization of some sizable balloon
payments ($25 million) coming due in 2010 through 2012.

It is important to understand that in an uncertain credit
market in which many organizations are having difficulty
securing loans and, in most cases, banks are increasing rates
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on existing loans, APAs strong financial performance made it
possible for us to get lower bank rates and longer bank com-
mitments. Last year, Standard and Poor’s (S&P) affirmed
APA’s public debt rating of BBB+ (see credit rating sidebar on
p- 331). Please take time to read the section on our debt rating
and S&P’s comments. It provides a summary of what a credit
analyst looks for when determining a credit rating and hints at
a possible upgrade if APA’s trends continue to show improve-
ment. It would be nice to get an “A” on our next report card!

CONCLUSIONS

As a result of our investment and real estate performance, we
were able to continue to grow as an association and expand the
services provided to our members (as described elsewhere in
this annual report). My thanks to the members of the Finance
Committee, Investment and Audit subcommittees (see sidebar
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APA’S PUBLIC CREDIT RATING

In fall 2007, Standard & Poor’s (S&P) affirmed
APA’s BBB+ rating with a stable outlook (upgrad-
ed from BBB in September 2006). S&P cited the
following positive attributes of APA’s operations,
which offset the fact that APA’s membership base

is not growing:

*Long operating history

* Diverse revenue streams

* Revenue flexibility supported by APA’s ability
to increase dues and subscription prices while
reducing operating expenses

* Improving liquidity with no additional (or new)
debt anticipated

*Experienced management team

The stable outlook anticipates no new debt,
continued balanced operations, and no erosion of
membership base. Further, if APA grows its invest-
ments through proceeds of its real estate holdings
and continues to post positive financial results,
there may be positive outlook or rating implica-
tions for the long term.

above), and the staff in the APA Finance Office for their hard
work throughout the past 3 years in keeping APA in good
financial condition.

A PERSONAL NOTE

As many of you know, Jack McKay announced his retirement
last year after a 35+-year tenure as APA’s chief financial officer.
APA’s financial success is due in no small part to Jack’s no-
nonsense leadership, determined fiscal discipline, integrity, and
entrepreneurial vision. It has been a great experience working
with Jack and his staff. He will be missed very much by staff
and members alike. The good news is that Jack will continue
working with us on an advisory basis for one year while his
successor, Archie Turner, currently the CFO of the National
Academies of Science, transitions into the role.
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2007 Finance Committee Members

Carol D. Goodheart, EdD, APA Treasurer, Chair
Paul L. Craig, PhD, Vice Chair

Guillermo Bernal, PhD

Jean A. Carter, PhD

G. Rita Dudley-Grant, PhD

Kathleen M. McNamara, PhD

Nina K. Thomas, PhD

2007 Investment Subcommitiee

Outside Expert Members
Frederick R. Kobrick
John J. McCormack
Sheila T. Roberts
Steven S. Zaleznick

2007 Audit Subcommittee

Outside Expert Members
Stephen C. Howell
Joan E. Lynch

Steven F. Stanton

It has been a distinct honor and a pleasure for me to
serve as the APA treasurer and to work with such an accom-
plished team. I leave the association in the able hands of 2008
Treasurer Paul L. Craig, PhD.

As always, if you have any questions about the associa-
tion’s finances, please feel free to e-mail your treasurer at
finances@apa.org.
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AMERICAN PSYCHOLOGICAL FOUNDATION

Understanding the mind, unlocking the roots of violent behavior,
and building the capacity to cope after traumatic events—

these are the issues that the American Psychological Foundation
(APF) seeks to address. Since 1953, APF has been providing funding
to improve the lives of individuals, organizations, communities,

and society through psychology.

MAKING PSYCHOLOGY WORK FOR HUMANITY
In 2007, APF provided more than $800,000 in scholarships, grants, and
other awards—funding that makes an impact on people’s everyday lives.

Just o few of the many noteworthy projects APF supported in 2007 include:
Research scholarship for work aimed at reducing the stigma
associated with mental illness.

A program to reduce posttraumatic stress in emergency response
personnel during the aftermath of disasters.

A prize for psychologists who have expanded their careers to
integrate mental and physical health.

Fellowships for graduate students in child psychology.

Research aimed at reducing the prejudice that gay men

and lesbians experience.

GIVING BACK

APF would not be where it is today without the dedication and support of
individuals and groups who make contributions to the foundation to improve
people’s lives. Thanks to the generosity of psychologists like you, APF can
advance psychology and elevate the human condition.

For more information about ways to give and ways to give back to psychology, contact Elisabeth R.
Straus, Executive Vice President/Executive Director, at foundation@apa.org or (202) 336-5843.

You make a /wzng by what you get; you make a li fe by what you gwe
—Winston Churchill
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AMERICAN
PSYCHOLOGICAL
=—— ASSOCIATION

750 FIRST STREET, NE
WASHINGTON, DC 20002-4242

APA ON THE WEB

HOME PAGE www.apa.org

LOGIN PAGE http://my2.apa.org/login

MEMBER DIRECTORY www.apa.org/databases/mem_directory/homepage.html
JOURNALS www.apa.org/journals

CAREERS http://psyccareers.apa.org

PHONE

TOLL FREE 800.374.2721

LOCAL 202.336.5500

TDD/TYY 202.336.6123
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