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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
American Psychiatric Foundation
Arlington, Virginia

Report on the Financial Statements

We have audited the accompanying financial statements of the American Psychiatric Foundation
(APF), which comprise the statements of financial position as of December 31, 2013 and 2012, and the
related statements of activities and changes 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 audits 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of APF as of December 31, 2013 and 2012, and the changes 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.

4550 MONTGOMERY AVENUE · SUITE 650 NORTH · BETHESDA, MARYLAND 20814
(301) 951-9090 · FAX (301) 951-3570 · WWW.GRFCPA.COM

__________________________________________

MEMBER OF CPAMERICA INTERNATIONAL, AN AFFILIATE OF HORWATH INTERNATIONAL

MEMBER OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS' PRIVATE COMPANIES PRACTICE SECTION
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Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The Schedule of Expenditures of Federal Awards on pages I (23 - 24), as required by Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated, in all material
respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
June 30, 2014 on our consideration of APF's internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering APF's internal control over financial
reporting and compliance. 

June 30, 2014
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EXHIBIT A

AMERICAN PSYCHIATRIC FOUNDATION

STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2013 AND 2012

ASSETS

2013 2012
CURRENT ASSETS

Cash and cash equivalents $ 8,704,039 $ 7,920,583
Accounts receivable - 4,123
Grants receivable, net of allowance for doubtful accounts of

$0 and $478,376 in 2013 and 2012, respectively 122,167 209,292
Contributions receivable 206,740 643,547
Prepaid expenses - 6,435

Total current assets 9,032,946 8,783,980

FIXED ASSETS

Software 166,126 78,551
Website development - 37,504

166,126 116,055
Less: Accumulated amortization (90,912) (55,799)

Net fixed assets 75,214 60,256

OTHER ASSETS

Investments (Notes 2 and 9) 52,334,058 47,400,292
Assets held under trust agreements (Notes 3 and 9) 132,095 112,079

Total other assets 52,466,153 47,512,371

TOTAL ASSETS $ 61,574,313 $ 56,356,607

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts payable and accrued liabilities $ 181,784 $ 420,904
Liabilities under trust agreements, current portion (Note 3) 8,448 7,846
Due to affiliates (Note 4) 1,352,300 389,496

Total current liabilities 1,542,532 818,246

LONG-TERM LIABILITIES

Liabilities under trust agreements, net of current portion (Note 3) 61,360 57,792

Total liabilities 1,603,892 876,038

NET ASSETS

Unrestricted (Note 5) 54,788,531 50,345,865
Temporarily restricted (Note 6) 4,563,365 4,632,163
Permanently restricted (Note 7) 618,525 502,541

Total net assets 59,970,421 55,480,569

TOTAL LIABILITIES AND NET ASSETS $ 61,574,313 $ 56,356,607

See accompanying notes to financial statements. I-5



AMERICAN PSYCHIATRIC FOUNDATION

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

2013

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

REVENUE

Contributions $ 320,452 $ 1,633,867 $ 115,984 $ 2,070,303
Government grants and contracts 957,649 - - 957,649
Other revenue 5,208 - - 5,208
Change in value of unitrust agreement

(Note 3) - (593) - (593)
Net assets released from donor

restrictions (Note 6) 2,178,337 (2,178,337) - -

Total revenue 3,461,646 (545,063) 115,984 3,032,567

EXPENSES

Program Services:
Research Programs 3,091,980 - - 3,091,980
Public Education 2,847,520 - - 2,847,520

Total program services 5,939,500 - - 5,939,500

Supporting Services:
General and Administrative 1,754,867 - - 1,754,867

Total expenses 7,694,367 - - 7,694,367

Changes in net assets before other item (4,232,721) (545,063) 115,984 (4,661,800)

OTHER ITEM

Investment income (Note 2) 8,675,387 476,265 - 9,151,652

Changes in net assets 4,442,666 (68,798) 115,984 4,489,852

Net assets at beginning of year 50,345,865 4,632,163 502,541 55,480,569

NET ASSETS AT END OF YEAR $ 54,788,531 $ 4,563,365 $ 618,525 $ 59,970,421

See accompanying notes to financial statements. I-6



EXHIBIT B

2012

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

$ 447,677 $ 1,806,885 $ 1,100 $ 2,255,662
1,277,280 - - 1,277,280

8,790 - - 8,790

- (2,124) - (2,124)

1,499,720 (1,499,720) - -

3,233,467 305,041 1,100 3,539,608

2,863,669 - - 2,863,669
1,468,126 - - 1,468,126

4,331,795 - - 4,331,795

1,521,114 - - 1,521,114

5,852,909 - - 5,852,909

(2,619,442) 305,041 1,100 (2,313,301)

5,471,365 300,561 - 5,771,926

2,851,923 605,602 1,100 3,458,625

47,493,942 4,026,561 501,441 52,021,944

$ 50,345,865 $ 4,632,163 $ 502,541 $ 55,480,569

See accompanying notes to financial statements. I-7



EXHIBIT C

AMERICAN PSYCHIATRIC FOUNDATION

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES

Changes in net assets $ 4,489,852 $ 3,458,625

Adjustments to reconcile changes in net assets to 
net cash used by operating activities:

Amortization 35,113 15,710
Unrealized gain (5,808,884) (4,533,674)
Realized (gain) loss (2,014,257) 284,186
Permanently restricted contributions (115,984) (1,100)
Change in value of unitrust agreement 593 2,124
Change in value of trust agreement (478,376) -
Direct write-off to bad debt expense - 4,572

(Increase) decrease in:
Accounts receivable 4,123 403,851
Grants receivable 565,501 230,128
Contributions receivable 436,807 (567,717)
Prepaid expenses 6,435 5,075

Increase (decrease) in:
Accounts payable and accrued liabilities (239,120) (122,957)
Due to affiliates 962,804 (3,104,303)
Refundable advance - (317,364)

Net cash used by operating activities (2,155,393) (4,242,844)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of fixed assets (50,071) (55,649)
Purchase of investments (10,858,700) (4,411,379)
Proceeds from sale of investments 13,739,482 7,626,418

Net cash provided by investing activities 2,830,711 3,159,390

CASH FLOWS FROM FINANCING ACTIVITIES

Permanently restricted contributions 115,984 1,100
Payment to beneficiary under unitrust agreement (7,846) (8,053)

Net cash provided (used) by financing activities 108,138 (6,953)

Net increase (decrease) in cash and cash equivalents 783,456 (1,090,407)

Cash and cash equivalents at beginning of year 7,920,583 9,010,990

CASH AND CASH EQUIVALENTS AT END OF YEAR $ 8,704,039 $ 7,920,583

See accompanying notes to financial statements. I-8



AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION

Organization -

The American Psychiatric Foundation (APF), an affiliate controlled by the American Psychiatric
Association (APA), was incorporated in December 1981 under the District of Columbia Non-
Profit Corporation Act. The mission of APF is to engage in public education, research and
fundraising activities in the field of psychiatry. APF carries out some of the scientific and
educational activities of APA affiliated organizations through private and government contracts
and grants.

The Board of Trustees under APF consists of thirteen (13) voting members. Nine (9) of the
members are appointed by the Board of Trustees of APA. The sole corporate member of APF is
APA.

Basis of presentation -

The accompanying financial statements are presented on the accrual basis of accounting, and
in accordance with FASB ASC 958, Not-for-Profit Entities.

The accompanying financial statements represent the activity of APF only. For the years ended
December 31, 2013 and 2012, the financial statements of APF have been consolidated with
APA and its affiliates in accordance with FASB ASC 958-810, Not-for-Profit Entities,
Consolidation. The consolidated financial statements are available at APA's headquarters.

Cash and cash equivalents - 

APF considers all cash and other highly liquid investments with initial maturities of three months
or less to be cash equivalents. All other highly liquid instruments, which are to be used for long-
term purposes of APF, are classified as investments.

Bank deposit accounts are insured by the Federal Deposit Insurance Corporation (“FDIC”) up to
a limit of $250,000. At times during the year, APF maintains cash balances in excess of the
FDIC insurance limits. Management believes the risk in these situations to be minimal. 

Investments - 

Investments are recorded at their readily determinable fair value. Realized and unrealized gains
and losses are included in investment income in the Statements of Activities and Changes in
Net Assets.

Accounts receivable - 

Accounts receivable are stated at net realizable value, which approximates fair value.
Management considers all amounts to be fully collectible. Accordingly, an allowance for
doubtful accounts has not been established.

I-9



AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Grants and contributions receivable -

Grants and contributions receivable approximate fair value. Management considers all amounts
to be collectible within one year. The allowance for doubtful accounts is determined based upon
an annual review of account balances, including the age of the balance, subsequent collections
and historical experience with the customer. 

Fixed assets - 

Fixed assets in excess of $5,000 are capitalized and stated at cost. Fixed assets currently
consists of software. During the year ended December 31, 2012 fixed assets also contained
internally developed software in progress. These costs, once implemented, are amortized on a
straight-line basis over the estimated useful lives of the software, generally five years. The cost
of maintenance and repairs is recorded as expenses are incurred.

Prepaid expenses - 

Prepaid expenses typically represent deposits for future meetings. There were no such prepaid
expenses for the year ended December 31, 2013.

Net asset classification -

The net assets are reported in three self-balancing groups as follows:

 Unrestricted net assets include unrestricted revenue and contributions received without

donor-imposed restrictions. These net assets are available for the operation of APF and

include both internally designated  and undesignated resources.

 Temporarily restricted net assets include revenue and contributions subject to donor-

imposed stipulations that will be met by the actions of APF and/or the passage of time.

When a restriction expires, temporarily restricted net assets are reclassified to unrestricted

net assets and reported in the Statements of Activities and Changes in Net Assets as net

assets released from restrictions.

 Permanently restricted net assets represent funds restricted by the donor to be

maintained in-perpetuity by APF. There are restrictions placed on the use of investment

earnings from these endowment funds.

Contributions and grants - 

Unrestricted and temporarily restricted contributions and grants are recorded as revenue in the
year notification is received from the donor. Temporarily restricted contributions and grants are
recognized as unrestricted support only to the extent of actual expenses incurred in compliance
with the donor-imposed restrictions and satisfaction of time restrictions.
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Contributions and grants (continued) - 

Temporarily restricted contributions and grants received in excess of expenses incurred are
shown as temporarily restricted net assets in the accompanying financial statements.
Conditional promises to give are not included as support until the conditions are met.

APF receives funding under grants from the U.S. Government and other grantors for direct and
indirect program costs. This funding is subject to contractual restrictions, which must be met
through incurring qualifying expenses for particular programs. Accordingly, such grants are
considered exchange transactions and are recorded as unrestricted income to the extent that
related expenses are incurred in compliance with the criteria stipulated in the grant agreements.

APF also receives funding under contracts from the U.S. Government, which are considered to
be available for unrestricted use, unless specifically restricted by the funder. Revenue from
such contracts is recognized based on the work performed in correlation to the deliverables of
the contract.

Grants receivable represents amounts due from funding organizations for reimbursable
expenses incurred in accordance with the grant agreements. Grant funding received in advance
of incurring the related expenses is recorded as a refundable advance.

Income taxes -

APF is exempt from Federal income taxes under Section 501(c)(3) of the Internal Revenue
Code. Accordingly, no provision for income taxes has been made in the accompanying financial
statements. APF is not a private foundation.

Uncertain tax positions -

For the years ended December 31, 2013 and 2012, APF has documented its consideration of
FASB ASC 740-10, Income Taxes, that provides guidance for reporting uncertainty in income
taxes and has determined that no material uncertain tax positions qualify for either recognition
or disclosure in the financial statements. 

The Federal Form 990, Return of Organization Exempt from Income Tax, is subject to
examination by the Internal Revenue Service, generally for three years after it is filed.

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 at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.

I-11



AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

Functional allocation of expenses - 

The costs of providing the various programs and other activities have been summarized on a
functional basis in the Statements of Activities and Changes in Net Assets. Accordingly, certain
costs have been allocated among the programs and supporting services benefited.

Fundraising expenses are immaterial and these expenses are included in general and
administrative expense in the accompanying Statements of Activities and Changes in Net
Assets.

Risks and uncertainties -

APF invests in various investment securities. Investment securities are exposed to various risks
such as interest rates, 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 accompanying financial statements.

Fair value measurement - 

APF adopted the provisions of FASB ASC 820, Fair Value Measurement. FASB ASC 820
defines fair value, establishes a framework for measuring fair value, establishes a fair value
hierarchy based on the quality of inputs (assumptions that market participants would use in
pricing assets and liabilities, including assumptions about risk) used to measure fair value, and
enhances disclosure requirements for fair value measurements. APF accounts for a significant
portion of its financial instruments at fair value or considers fair value in their measurement.

2. INVESTMENTS

APF owns shares in a pooled investment account with its affiliate. APF's allocated share of
investments consisted of the following at December 31, 2013 and 2012:

Fair Value
2013 2012

Money market funds $ 177,834 $ 266,273
Equities - 5,160,900
Alternative investments 9,865,898 7,465,140
Mutual funds:

Baird Aggregate Bond Fund 5,497,880 5,405,500
Delaware Pooled High-Yield Bond Fund 1,220,580 1,822,096
Dodge and Cox International Stock Fund 5,090,025 3,476,850
Eaton Vance Floating Rate Fund 3,001,506 1,828,865
Vanguard Total Bond Market Index Fund 2,432,646 4,359,229
Vanguard Total International Stock Index Fund 4,308,749 3,716,778
Vanguard Total Stock Market Index Fund 20,738,940 13,898,661

TOTAL INVESTMENTS $ 52,334,058 $ 47,400,292
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

2. INVESTMENTS (Continued)

Alternative investments, and the respective terms of the agreements, are comprised of the
following at December 31, 2013 and 2012:

Investment Type 2013 2012 Liquidity

Pinehurst Institutional Ltd with
Citigroup $ 2,118,113 $ 1,928,375

Hedge fund of a fund.
Quarterly liquidity with 90
days notice; no initial lockup
period.

Common Sense Long-Biased
Offshore Ltd. 1,496,021 1,752,370

Hedge fund of a fund.
Quarterly liquidity with 100
days notice; 1 year lockup
period; Lockup amount of
$1,000,000 expired in May
2012.

Morgan Stanley Prime Property
Fund 6,251,764 3,784,395

Real estate fund. Quarterly
liquidity; no initial lockup
period.

ALTERNATIVE INVESTMENTS $ 9,865,898 $ 7,465,140

Included in investment income are the following at December 31, 2013 and 2012:

2013 2012

Interest and dividends $ 1,328,511 $ 1,522,438
Unrealized gain 5,808,884 4,533,674
Realized gain (loss) 2,014,257 (284,186)

TOTAL INVESTMENT INCOME $ 9,151,652 $ 5,771,926

Investment administrative fees of $153,005 and $155,109 for the years ended December 31, 2013
and 2012, respectively, are included in General and Administrative expenses on the accompanying
Statements of Activities and Changes in Net Assets. 

3. ASSETS AND LIABILITIES UNDER TRUST AGREEMENTS

APF is the trustee of a Charitable Remainder Unitrust. The beneficiary of the trust is to receive
payments equal to 7% of the fair value of the trust assets annually. Upon the death of the
beneficiary, the trust assets, including accumulated investment earnings, pass to APF for its
unrestricted use. 
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

3. ASSETS AND LIABILITIES UNDER TRUST AGREEMENTS (Continued)

In accordance with accounting principles generally accepted in the United States of America, the
assets held in trust under the agreement and the estimated liability have been recorded at fair
value in the Statements of Financial Position. On an annual basis, APF revalues the liability based
on applicable mortality tables and discount rates. The difference between the change in the fair
value of the assets received and the liability to the beneficiary is recognized as temporarily
restricted revenue. As of December 31, 2013 and 2012, the assets held by APF for the unitrust
agreements were $120,683 and $112,079, respectively.

The estimated liability at December 31, 2013 and 2012 was calculated using the following
assumptions:

2013 2012

Long-term rate of return on assets 8.00% 8.00%
Discount rate on future payments to beneficiary 3.72% 2.54%
Estimated period of distributions to beneficiary 8 years 9 years

Liability under unitrust agreement $ 80,055 $ 82,236
Less: Discount to present value (10,247) (16,598)

Net liability under unitrust agreement 69,808 65,638
Less: Current portion (8,448) (7,846)

LIABILITY UNDER UNITRUST AGREEMENT, NET OF
CURRENT PORTION $ 61,360 $ 57,792

Additionally, during 2013 APF received assets of a pooled income trust fund.  Upon the death of
the beneficiary of the trust, the assets, including accumulated investment earnings, pass to APF for
its unrestricted use. In accordance with accounting principles generally accepted in the United
States of America, the assets held in trust under the agreement and the estimated liability have
been recorded at fair value in the Statements of Financial Position. As of December 31, 2013, the
assets held by, and liability to APF for the trust was $11,412. There were no such assets or related
liability during the year ended December 31, 2012.

4. AFFILIATES TRANSACTIONS

APF regularly carries on transactions with its related organizations. APF was formed for the
purpose of supporting the mission and purposes of the American Psychiatric Association (APA).

American Psychiatric Association (APA)

APA has the authority to appoint nine (9) members of APF Board of Trustees and provides
shared employees, administrative services, and facilities to APF. APA charged APF $4,963,446
and $3,955,731 related to these shared costs during the years ended December 31, 2013 and
2012, respectively.
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

4. AFFILIATES TRANSACTIONS (Continued)

As of December 31, 2013 and 2012, APF owed APA $1,352,300 and $389,496, respectively.

5. BOARD DESIGNATED NET ASSETS

As of December 31, 2013 and 2012, net assets have been designated by the Board of Trustees for
the following purposes:

2013 2012

K Street Proceeds $ 15,706,473 $ 12,324,774
Legacy Fund 14,201,204 12,059,094
Reserve Replenishment Fund 10,482,765 6,656,374
Special Projects 202,415 146,221

Total Board designated net assets 40,592,857 31,186,463
Undesignated net assets 14,195,674 19,159,402

TOTAL UNRESTRICTED NET ASSETS $ 54,788,531 $ 50,345,865

6. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets consisted of the following at December 31, 2013 and 2012:

2013 2012

Judges Leadership Initiative $ 555,337 $ 511,946
APF Schizophrenia Research Fellowship 441,209 464,655
Kempf Fund 391,804 329,675
Typical or Troubled 379,862 454,345
Marmor Award 217,883 172,897
Kun-Po Soo Award 185,492 147,336
Community Connection 167,745 167,745
National Partnership for Workplace Mental Health 145,620 289,114
Psychiatric Research Fellowship 107,989 148,463
Research Scholars 100,314 170,361
Research Grant 91,966 118,269
Helping Hands Otsuka 82,237 124,484
APF Partnership Program 78,654 112,658
APF Minority Mental Health Awards 71,492 101,923
Other Programs 1,545,761 1,318,292

TOTAL TEMPORARILY RESTRICTED NET ASSETS $ 4,563,365 $ 4,632,163
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

6. TEMPORARILY RESTRICTED NET ASSETS (Continued)

The following temporarily restricted net assets were released from donor restrictions by incurring
expenses (or through the passage of time), which satisfied the restricted purposes specified by the
donors:

2013 2012

Judges Leadership Initiative $ 426,609 $ 85,624
National Partnership for Workplace Mental Health 332,639 539,392
APF Schizophrenia Research Fellowship 320,900 -
Typical or Troubled 300,069 257,395
Psychiatric Research Fellowship 130,474 198,579
APF Partnership Program - Give and Hour 66,404 48,184
Young Academician Award-Merck 48,981 52,269
APF Minority Mental Health Awards 30,431 33,259
Prescriber's Clinical Support 26,088 32,655
AstraZeneca Minority Fellowship 17,071 90,333
Other Programs 478,671 162,030

TOTAL NET ASSETS RELEASED FROM DONOR
RESTRICTIONS $ 2,178,337 $ 1,499,720

7. ENDOWMENT

APF's endowment consists of donor-restricted endowment funds. As required by GAAP, net assets
associated with endowment funds are classified and reported based on the existence or absence
of donor-imposed restrictions. The Board of Trustees has interpreted the Uniform Prudent
Management of Institutional Funds Act (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, APF 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 in
permanently restricted net assets is classified as temporarily restricted net assets until those
amounts are appropriated for expenditure by the organization in a manner consistent with the
standard of prudence prescribed by UPMIFA.

In accordance with UPMIFA, APF considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds: 

 The duration and preservation of the fund;

 The purpose of the organization and the donor-restricted endowment fund;

 General economic conditions and the possible effect of inflation and deflation;

 The expected total return from income and the appreciation of investments; and 

 Investment policies of the organization.
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

7. ENDOWMENT (Continued)

Endowment net assets were restricted for the following as of December 31, 2013 and 2012:

2013 2012

Schizophrenia Research $ 311,603 $ 311,603
Gralnick Award 100,000 100,000
Ozarin Fund 50,000 50,000
APIRE Endowment 41,300 40,938
Fryer Award 32,132 -
Mrazek Memorial Fund 83,490 -

TOTAL FUNDS $ 618,525 $ 502,541

Change in endowment net assets for the years ended December 31, 2013 and 2012:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

ENDOWMENT NET ASSETS,
JANUARY 1, 2012 $ (36,106) $ 34,450 $ 501,441 $ 499,785

Investment return:
Investment income - 25,201 - 25,201
Net appreciation (realized and unrealized) - 78,277 - 78,277

Total investment return - 103,478 - 103,478

Contributions - - 1,100 1,100
Appropriation of endowment assets for

expenditure - (21,803) - (21,803)
Other changes:

Transfer for deficiency of endowment
funds 36,106 (36,106) - -

ENDOWMENT NET ASSETS,
DECEMBER 31, 2012 - 80,019 502,541 582,560

Investment return:
Investment income - 22,193 - 22,193
Net appreciation (realized and unrealized) - 147,478 - 147,478

Total investment return - 169,671 - 169,671

Contributions - - 115,984 115,984
Appropriation of endowment assets for

expenditure - (28,670) - (28,670)

ENDOWMENT NET ASSETS,
DECEMBER 31, 2013 $ - $ 221,020 $ 618,525 $ 839,545
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

7. ENDOWMENT (Continued)

Funds with Deficiencies -

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 organization
to retain as funds of perpetual duration. These deficiencies result from unfavorable market
fluctuations which occurred after the investment of permanently restricted contributions and
continued appropriations for certain programs that were deemed prudent by the Board of
Trustees. There were no fund deficiencies as of December 31, 2013 and 2012.

Return Objectives and Risk Parameters -

APF 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 donor-restricted funds that APF must hold in-perpetuity. Under this policy, as
approved by the Board of Trustees, the endowment assets are invested in a manner that is
intended to produce results that exceed the price and yield results of the S&P 500 index while
assuming a moderate level of investment risk. APF expects its endowment funds, over time, to
provide an average rate of return of approximately 8.6% annually. Actual returns in any given
year may vary from this amount.

Strategies Employed for Achieving Objectives -

To satisfy its long-term rate-of-return objectives, APF 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). APF 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.

Spending Policy and How the Investment Objectives Relate to Spending Policy -

APF allocates the investment income generated by the endowment each year based on the
purpose of the endowment and the donor’s request. If the donor does not specify a purpose of
the income generated from their permanently restricted endowment, the income is used for
general support.

8. CONTINGENCY

APF receives grants from various agencies of the United States Government. Such grants are
subject to audit under the provisions of OMB Circular A-133. The ultimate determination of
amounts received under the United States Government grants is based upon the allowance of
costs reported to and accepted by the United States Government as a result of the audits. Audits in
accordance with the provisions of OMB Circular A-133 have been completed for all required fiscal
years through 2013. Until such audits have been accepted by the United States Government, there
exists a contingency to refund any amount received in excess of allowable costs. Management is
of the opinion that no material liability will result from such audits. 
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

9. FAIR VALUE MEASUREMENT

In accordance with FASB ASC 820, Fair Value Measurement, APF has categorized its financial
instruments, based on the priority of the inputs to the valuation technique, into a three-level fair
value hierarchy. The fair value hierarchy gives the highest priority to quoted prices in active
markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs
(Level 3). If the inputs used to measure the financial instruments fall within different levels of
hierarchy, the categorization is based on the lowest level input that is significant to the fair value
measurement of the instrument. Investments recorded in the Statements of Financial Position are
categorized based on the inputs to valuation techniques as follows: 

Level 1. These are investments where values are based on unadjusted quoted prices for identical
assets in an active market APF has the ability to access. 

Level 2. These are investments where values are based on quoted prices for similar instruments in
active markets, quoted prices for identical or similar instruments in markets that are not active, or
model-based valuation techniques that utilize inputs that are observable either directly or indirectly
for substantially the full-term of the investments.

Level 3. These are investments where inputs to the valuation methodology are unobservable and
significant to the fair value measurement.

Following is a description of the valuation methodology used for investments measured at fair
value. There have been no changes in the methodologies used at December 31, 2013 and 2012.

 Money market funds - Fair value is equal to the reported net asset value of the fund.

 Mutual funds - The fair value is equal to the reported net asset value of the fund, which is the

price at which additional shares can be obtained.

 Equities - Valued at the closing price reported on the active market in which the individual

securities are traded. 

 Assets held under trust agreements - Fair value is derived from quotes from a dealer or broker,

where available for the underlying assets held in the charitable remainder unitrust.

 Alternative investments - consists of investments in hedge funds. Management has used the

practical expedient for these investments which permits the use of net asset value without

adjustment. These hedge funds have various redemption frequency and redemption notice

periods.

 Charitable remainder unitrust liability - APF revalues the liability, annually, based on applicable

mortality tables and discount rates.
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

9. FAIR VALUE MEASUREMENT (Continued)

The table below summarizes, by level within the fair value hierarchy, APF's investments as of
December 31, 2013:

2013
Level 1 Level 2 Level 3 Total

Asset Class:
Money market funds $ 177,834 $ - $ - $ 177,834
Alternative investments - - 9,865,898 9,865,898
Mutual funds:

Baird Aggregate Bond Fund 5,497,880 - - 5,497,880
Delaware Pooled High-Yield Bond Fund 1,220,580 - - 1,220,580
Dodge and Cox International Stock Fund 5,090,025 - - 5,090,025
Eaton Vance Floating Rate Fund 3,001,506 - - 3,001,506
Vanguard Total Bond Market Index Fund 2,432,646 - - 2,432,646
Vanguard Total International Stock Index Fund 4,308,749 - - 4,308,749
Vanguard Total Stock Market Index Fund 20,738,940 - - 20,738,940

Total investments 42,468,160 - 9,865,898 52,334,058

Assets held under unitrust agreement - 132,095 - 132,095

TOTAL ASSETS $ 42,468,160 $ 132,095 $ 9,865,898 $ 52,466,153

Liability Category:

Liabilities under trust agreements - - 69,808 69,808

TOTAL LIABILITIES $ - $ - $ 69,808 $ 69,808

The table below summarizes, by level within the fair value hierarchy, APF's investments as of
December 31, 2012:

2012
Level 1 Level 2 Level 3 Total

Asset Class:
Money market funds $ 266,273 $ - $ - $ 266,273
Equities 5,160,900 - - 5,160,900
Alternative investments - - 7,465,140 7,465,140
Mutual funds:

Baird Aggregate Bond Fund 5,405,500 - - 5,405,500
Delaware Pooled High-Yield Bond Fund 1,822,096 - - 1,822,096
Dodge and Cox International Stock Fund 3,476,850 - - 3,476,850
Eaton Vance Floating Rate Fund 1,828,865 - - 1,828,865
Vanguard Total Bond Market Index Fund 4,359,229 - - 4,359,229
Vanguard Total International Stock Index Fund 3,716,778 - - 3,716,778
Vanguard Total Stock Market Index Fund 13,898,661 - - 13,898,661

Total investments 39,935,152 - 7,465,140 47,400,292

Assets held under unitrust agreement - 112,079 - 112,079

TOTAL ASSETS $ 39,935,152 $ 112,079 $ 7,465,140 $ 47,512,371

Liability Category:

Liabilities under trust agreements - - 65,638 65,638

TOTAL LIABILITIES $ - $ - $ 65,638 $ 65,638
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

9. FAIR VALUE MEASUREMENT (Continued)

Level 3 Financial Assets

The following table provides a summary of changes in fair value of APF's Level 3 financial assets
for the years ended December 31, 2013 and 2012:

Pinehurst
Institutional

Ltd

Common
Sense
Long-
Biased

Offshore
Ltd

Morgan
Stanley
Prime

Property
Fund

Total Level 3
Investments

Balance as of  January 1, 2012 $ 1,773,610 $ 1,716,473 2,901,514 $ 6,391,597
Purchases - - 669,752 669,752
Unrealized gains 154,765 35,897 213,129 403,791

Balance as of  December 31, 2012 1,928,375 1,752,370 3,784,395 7,465,140
Purchases - - 1,893,942 1,893,942
Sales - (457,398) - (457,398)
Unrealized gains 189,738 201,049 573,427 964,214

BALANCE AS OF DECEMBER 31,
2013 $ 2,118,113 $ 1,496,021 $ 6,251,764 $ 9,865,898

The amounts of total gains for the years ended December 31, 2013 and 2012 included in net
unrestricted net assets attributable to the change in unrealized gains relating to level 3 financial
assets still held at the reporting date were $405,942 and $17,843, respectively.

As of December 31, 2013, APF's allocable shares of investments which exceed 5% of net assets
are:

Name of Investment Type of Investment Fair Value

Fair Value
as a % of

Net Assets

Vanguard Total Stock Market Index Fund Mutual Fund $20,738,940 35%
Morgan Stanley Prime Property Fund Alternative - Hedge Fund $ 6,251,764 10%
Baird Aggregate Bond Fund Mutual Fund $ 5,497,880 9%
Dodge and Cox International Stock Fund Mutual Fund $ 5,090,025 8%
Vanguard International Stock Index Fund Mutual Fund $ 4,308,749 7%
Eaton Vance Floating Rate Fund Mutual Fund $ 3,001,506 5%
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AMERICAN PSYCHIATRIC FOUNDATION

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

9. FAIR VALUE MEASUREMENT (Continued)

As of December 31, 2012, APF's allocable shares of investments which exceed 5% of net assets
are:

Name of Investment Type of Investment Fair Value

Fair Value
as a % of

Net Assets

Vanguard Total Stock Market Index Fund Mutual Fund $13,898,661 27%
Baird Aggregate Bond Fund Mutual Fund $ 5,405,500 10%
Equities Equities $ 5,160,900 10%
Vanguard Total Bond Market Index Fund Mutual Fund $ 4,359,229 8%
Morgan Stanley Prime Property Fund Alternative - Hedge Fund $ 3,784,395 7%
Dodge and Cox International Stock Fund Mutual Fund $ 3,476,850 7%
Vanguard International Stock Index Fund Mutual Fund $ 3,716,778 7%

10. SUBSEQUENT EVENTS

In preparing these financial statements, APF has evaluated events and transactions for potential
recognition or disclosure through June 30, 2014, the date the financial statements were issued.
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SCHEDULE 1

AMERICAN PSYCHIATRIC FOUNDATION

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2013

Federal Granting Agency and Program Title Pass-Through Entity
CFDA

Number Expenditures

Department of Health and Human Services:

Clinical Training in Psychiatry N/A 93.243 $ 414,782

Clinical Training in Psychiatry N/A 93.243 179,654

HIV/AIDS Education and Training of
Psychiatrists N/A 93.243 189,618

Subtotal CFDA #93.243 784,054

Mental Health Care for Persons with HIV/AIDS
Research Foundation for

Mental Hygiene, Inc. 93.917 256

Mental Health Care for Persons with HIV/AIDS
Research Foundation for

Mental Hygiene, Inc. 93.917 4,526

Subtotal CFDA #93.917 4,782

Using Medical Informatics Principles to
Enhance Development and Dissemination N/A 93.879 41,757

E-mail and Web-Based Physician Education
Program on the Dissemination of Off-Label N/A 93.226 73,517

Research and Development Cluster:

Department of Health and Human Services:

Research Colloquium for Junior
Investigators N/A 93.242 39,721

Research Colloquium for Junior
Investigators N/A 93.307 18

Subtotal Research and Development
Cluster 39,739

TOTAL EXPENDITURES OF FEDERAL AWARDS $ 943,849

Note 1. Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the
Federal grant activity of APF under programs of the Federal government for the year ended
December 31, 2013. The information in the Schedule is presented in accordance with the
requirements of the Office of Management and Budget (OMB) Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations. Because the Schedule presents only a
selected portion of the operations of APF, it is not intended to and does not present the financial
position, changes in net assets or cash flows of APF.
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SCHEDULE 1
(Continued)

AMERICAN PSYCHIATRIC FOUNDATION

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2013

Note 2. Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in OMB Circular A-122, Cost
Principles for Non-Profit Organizations, wherein certain types of expenditures are not allowable
or are limited as to reimbursement. Pass-through entity identifying numbers are presented where
available.

Note 3. Reconciliation to Revenue

Included in Government grants and contracts revenue on the accompanying Statement of
Activities and Changes in Net Assets are the following:

Federal cost-reimbursable government grants $ 943,849
Federal fixed price government contracts 13,800

TOTAL GRANTS AND CONTRACTS REVENUE $ 957,649

In accordance with OMB A-133 Section 205(a), Federal fixed price government contracts have
been excluded from the above Schedule of Expenditures of Federal Awards.
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SCHEDULE 2

AMERICAN PSYCHIATRIC FOUNDATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2013

Section I - Summary of Auditor's Results

Financial Statements

1). Type of auditor's report issued: Unmodified

2). Internal control over financial reporting:

 Material weakness(es) identified?   Yes   No

 Significant deficiency(ies) identified that are not 
considered to be material weakness(es)?   Yes   None Reported

3). Noncompliance material to financial statements noted?   Yes   No

Federal Awards

4). Internal control over major programs:

 Material weakness(es) identified? Yes   No

 Significant deficiency(ies) identified that are not 
considered to be material weakness(es)? Yes   None Reported

5). Type of auditor's report issued on compliance for
major programs: Unmodified

6). Any audit findings disclosed that are required to be reported
in accordance with Section 510(a) of Circular A-133?   Yes   No

7). Identification of major programs:

Federal Program Title

Pass-
Through

Entity

CFDA or
Award

Number Expenditures

Clinical Training in Psychiatry N/A 93.243 $ 414,782
Clinical Training in Psychiatry N/A 93.243 $ 179,654
HIV/AIDS Education and Training of Psychiatrists N/A 93.243 $ 190,315

8). Dollar threshold used to distinguish between Type A
and Type B programs: $300,000

9). Auditee qualified as a low-risk auditee?   Yes   No
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SCHEDULE 2
(Continued)

AMERICAN PSYCHIATRIC FOUNDATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2013

Section II - Financial Statement Findings 

See Section III, Finding 2013-1

Section III - Federal Award Findings and Questioned Costs (Circular A-133, Section .510)

Finding 2013-1 Timely Submission of Reports

Federal Programs: CFDA # 93.243 – HIV/AIDS Education and Training of Psychiatrists

Criteria: In the cluster CFDA 93.243, there are three individual awards, of which, one of the award
agreements requires invoices (SF-1034) to be submitted monthly within 20 days after the end of the
period reported.

Condition:  Our test work revealed that the SF-1034 invoice was submitted late for six (6) out of the
twelve (12) periods during the fiscal year.

Questioned Costs: Undetermined

Context, Effect and Cause:  Without proper controls in place to monitor the timely submission of reports
APF fails to be in compliance with the reporting requirements under this grant.

Recommendation: We recommend that APF establish procedures to ensure that the appropriate reports
are prepared and submitted in a timely manner, as mandated by the grant agreement.

Corrective Action Plan: Management will implement procedures, whereby, if at any time there is a delay
in meeting the invoice due date, Accounting will request an extension from the Program Officer. The
contract is up for renewal on September 30, 2014, at which time, we will ask that the due date be
modified to the 25th day of the month. This should alleviate the need for an extension, while giving
Accounting enough time to close the month and properly invoice the contract.

Anticipated Completion Date: Effective immediately.

Responsible Official: Latosha Hill, Director of Financial Accounting

Section IV - Prior Year Findings

There were no reportable findings.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Independent Auditor’s Report

To the Board of Trustees
American Psychiatric Foundation
Arlington, Virginia

We have audited, in accordance with the 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, the financial statements of the
American Psychiatric Foundation (APF) as of and for the year ended December 31, 2013, and the related
notes to the financial statements, which collectively comprise APF's basic financial statements, and have
issued our report thereon dated June 30, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered APF's internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances, for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of APF's internal control. Accordingly, we do not
express an opinion on the effectiveness of APF's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of APF's financial statements will not be prevented, or detected and corrected on a timely
basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal control that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified. We did identify a certain deficiency in internal control, described in the
accompanying Schedule of Findings and Questioned Costs as Finding 2013-01, that we consider to be a
significant deficiency.

4550 MONTGOMERY AVENUE · SUITE 650 NORTH · BETHESDA, MARYLAND 20814
(301) 951-9090 · FAX (301) 951-3570 · WWW.GRFCPA.COM

___________________________

MEMBER OF CPAMERICA INTERNATIONAL, AN AFFILIATE OF HORWATH INTERNATIONAL

MEMBER OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS' PRIVATE COMPANIES PRACTICE SECTION
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether APF's financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards and which are described in the accompanying
Schedule of Findings and Questioned Costs as Finding 2013-1.

APF’s Response to Finding

APF's response to the finding identified in our audit is described in the accompanying Schedule
of Findings and Questioned Costs. APF's response was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we express no opinion on the response. 

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the effectiveness of the entity’s
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose. 

June 30, 2014
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND REPORT
ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Independent Auditor's Report

To the Board of Trustees
American Psychiatric Foundation
Arlington, Virginia

Report on Compliance for Each Major Federal Program

We have audited the American Psychiatric Foundation's compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and
material effect on each of APF's major federal programs for the year ended December 31, 2013. APF's
major federal programs are identified in the summary of auditor’s results section of the accompanying
Schedule of Findings and Questioned Costs. 

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts
and grants applicable to its federal programs. 

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of APF's major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about APF's
compliance with those requirements and performing such other procedures as we considered necessary
in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of APF's compliance.

Opinion on Each Major Federal Program

In our opinion, APF complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended December 31, 2013. 

4550 MONTGOMERY AVENUE · SUITE 650 NORTH · BETHESDA, MARYLAND 20814
(301) 951-9090 · FAX (301) 951-3570 · WWW.GRFCPA.COM

___________________________

MEMBER OF CPAMERICA INTERNATIONAL, AN AFFILIATE OF HORWATH INTERNATIONAL

MEMBER OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS' PRIVATE COMPANIES PRACTICE SECTION
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Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required
to be reported in accordance with OMB Circular A-133 and which are described in the accompanying
Schedule of Findings and Questioned Costs as Finding 2013-1. Our opinion on each major federal
program is not modified with respect to these matters.

APF's response to the noncompliance finding identified in our audit is described in the
accompanying Schedule of Findings and Questioned Costs. APF's response was not subjected to the
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.

Report on Internal Control Over Compliance

Management of APF is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered APF's internal control over compliance with the types of requirements
that could have a direct and material effect on each major federal program to determine the auditing
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of APF's internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
we identified certain deficiencies in internal control over compliance, as described in the accompanying
Schedule of Findings and Questioned Costs as Finding 2013-1, that we consider to be significant
deficiencies.

APF's response to the internal control over compliance findings identified in our audit is described
in the accompanying Schedule of Findings and Questioned Costs. APF's response was not subjected to
the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose. 

June 30, 2014
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