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To All SAE International Members:

To all SAE International Members:

We are pleased to present the SAE 2007 audited financial statements for your information
and review. The accompanying reports are: the Independent Auditor’s Report,
Statements of Financial Position, Statements of Activities and Changes in Net Assets,
Statements of Cash Flows, and Notes to Financial Statements. The SAE Foundation is

an unincorporated affiliate of SAE and, accordingly, is included in the accompanying
financials. The actual accounts of SAE and the SAE Foundation are maintained separately
and the respective funds are not co-mingled.

The Statements of Financial Position reflect total assets of $82.476 million at the end of
2007. The increase in total assets was $3.056 million, or an increase of 3.8% over 2006.
We believe you will find the Statements of Financial Position show SAE to be in excellent
financial condition and well positioned to continue to provide strong member service
activities in the future. We appreciate the efforts of the SAE staff and all who were
involved in producing these favorable results.

In 2007, the Statement of Activities and Changes in Net Assets reflect SAE operating
revenues of $64.760 million. Net margin from operations was $1.598 million in calendar
year 2007. Both operating revenue and net margin exceeded SAE Financial Management
Policy targets.

In non-operating activities, SAE invested $2.173 million in development activities to

fund new programs; these program costs were supported by returns from the General
Investment Fund. In 2007, investment activities finished with a net gain of $3.492 million,
due primarily to increases in the market value of our long-term investments. In addition,
SAE adopted FAS 158 — a new accounting standard for pensions that required a non-cash
decrease to net assets of $5.100 million. The investment in development activities, when
combined with long-term investment gains and the pension adjustment, resulted in a
total non-operating loss of $3.781 million.



Net assets decreased $2.183 million during 2007 as a result of

the operating gains and non-operating losses noted above. The
decrease in net assets for the year of $2.183 million, when combined
with net assets at the beginning of the year of $64.760 million,
resulted in $62.577 million net assets at year-end.

Once again we received a favorable management letter from

our independent auditors. Cited positively were SAE internal
control activities including budgeting and reporting to the Finance
Committee, and the SAE control environment including integrity
and ethical values, commitment to competence, Board of Directors
and Audit Committee participation, and management’s philosophy
and operating style. There were no auditor recommendations for
strengthening SAE's internal controls.

As a reminder, please recall that SAE is tax exempt under Section
501(c)(3) of the Internal Revenue Code. Ultimate responsibility for
the financial statements and other information in the annual report

rests with the SAE Board of Directors. The Board, through its Finance

Committee and Financial Audit Committee, monitors the system
of accounting and internal controls, investment management, and
the professional competency and integrity of persons performing
these functions. The independent auditors have direct access to
the Financial Audit Committee to discuss the scope and results of
their audit, their comments on the adequacy of internal accounting
controls, and the quality of financial reporting.

If you would like more details about the accompanying financial
statements or any aspect of financial operations at SAE, please feel
free to contact either of us or Dana Pless, Chief Financial Officer at
SAE World Headquarters (dpless@sae.org).

Respectfully submitted,

{ﬁ%f

Terence J. Rhoades
Treasurer

Loned A ﬂﬁy

Carol A. Story
Assistant Treasurer



SAE INTERNATIONAL:

We have audited the accompanying statement of financial position of SAE International as of December
31, 2007, and the related statements of activities and cash flows for the year then ended. These financial
statements are the responsibility of SAE's management. Our responsibility is to express an opinion on
these financial statements based on our audit. The prior year summarized comparative information

has been derived from SAE's 2006 financial statements and, in our report dated February 9, 2007, we
expressed an unqualified opinion on those financial statements.

We conducted our audit 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 financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of SAE International as of December 31, 2007, and the changes in its net assets and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

STELMACK DOBRANSKY & EANNACE, LLC
Pittsburgh, Pennsylvania

February 8, 2008



2007 2006
ASSETS
CURRENT ASSETS
Cash and short-term investments $ 2,623
Current portion of long-term investments 2,094
Accounts receivable - less allowance for
doubtful accounts of $168 and $187 2,391
Pledges receivable ...........cccceeveeeiiinieennn. 1,851
Inventories and supplies 208
Prepaid exXpenses ...........ccceveeeinnnnees 2,467
Accrued interest and other receivables 3,279
Total CUTTENT ASSETS .eeeuuniiiiiieiiiiiee ittt ee e eetieeeeaians 21,076 14913
LONG-TERM INVESTMENTS - market value ............cccccceeiiiiiiiiiiiiiiiii 48,798 50,165
OTHER ASSETS
Pledges receivable - amounts due after one year 4,476
Prepaid pension costs - 1,315
OTNET ASSEES ettuuiiiiiie ettt ettt e e e e e e et e e e et e eeabeeeenaieeeees 4,200 5,791
FIXED ASSETS
Land and buildings 13,726 13,064
Furniture and equipment . ..._18,929 18,413
Total cost ................ . 32,655 31,477
Less accumulated depreciation 24,253 22,926
Net fIxed aSSES ...ccouuiiiiiiiiiiiiiiiiiiiiii e 8,402 8,551
TOTAL ASSETS ......oooiiiiiiiiiiiiiii e $82,476 $79,420
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 5,321
Accrued expenses 1,792
Deferred revenue:
Conferences and publications 5,020
Dues and fees 2,333
Total current lHabilities ..........cccooiiiiiiiiiiiiiiiiiiiiiiii e 16,232 14,466
LONG-TERM LIABILITIES
Accrued pension costs -
Charitable gift annuity 194
Total long-term Habilities ........ccouuuiiiiiiiiiiiiiiieiiiie i 3,667 194
TOTAL LIABILITIES 14,660
NET ASSETS
Unrestricted 51,117
Temporarily restricted 12,135
Permanently reStricted ..........ooeeuuuiiiiiiiiiiiii it 1,508 1,508
Total NEt ASSELS teevuuiiiiiiiiiiii ittt 62,577 64,760
TOTAL LIABILITIES AND NET ASSETS .....ooiiiiiiiiiiiiiiieieeieeeieeiieeeieeineenneennns $82,476 $79,420

SAE INTERNATIONAL

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2007 AND 2006
(000'S OMITTED)

See Independent Auditor’s
Report and Notes to
the Financial Statements
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SAE INTERNATIONAL

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2007
WITH COMPARATIVE TOTALS FOR THE YEAR ENDED DECEMBER 31, 2006

(000’'S OMITTED)

See Independent Auditor’s
Report and Notes to
the Financial Statements

2007 SAE International Annual Report

2007 --2006--
Temporarily Permanently
Unrestricted Restricted Restricted Total Total
OPERATING ACTIVITIES
Revenue
Meetings and conferences ...................... $14,691 $ = $ - $14,691 $15,631
Magazines and publications ................... 28,606 - - 28,606 27,702
Membership .....coccvevviieniiiiiniiiinineeenennen. 4,161 - - 4,161 4,300
Technical standards ...........ccceveveieennnnnn. 4,680 - - 4,680 3,532
Other products and services .................. 3,242 34 - 3,276 1,919
Contributions .........cccoeviiiiiiiiiiiiieiinnn... 475 505 - 980 2,089
Pledges ....ooeuveiiiiiiiiiiiiiiiiiiiiiiecea - 2,733 - 2,733 2,153
Contributed SErvices .........ccocevvvevininennnnn. 5,634 - - 5,634 4,346
Net assets released
from restrictions ..........cccooeeviiiiiiininn. 2,153 (2,153) - - -
Total revenue ........c.ccecevvevenenennn.. 63,642 1,119 - 64,761 61,672
Expenses
Meetings and conferences ...................... 12,518 - - 12,518 13,385
Magazines and publications ................... 8,451 - - 8,451 8,273
Membership ......cocveeieniiiiiiiiiiiiniiiennn. 1,978 - - 1,978 1,912
Technical standards .............cccoeevieenen.. 5,541 - - 5,541 4,248
Other products and services .................. 12,506 - - 12,506 10,019
Administrative SErviCes ..........ccceeuveueunnnns 13,292 - - 13,292 12,957
SAE Foundation ..........ccccoceveieininnineinnne. 3,243 - - 3,243 3,613
Contributed Services .........ccocovuvevveneinnne. 5,634 - - 5,634 4,346
Total eXpPenses .......cc.cceceeveunennnnn. 63,163 - - 63,163 58,753
Net change from operations ........ 479 1,119 - 1,598 2,919
NONOPERATING ACTIVITIES
Development activities ..............c..ccooooeei. (2,173) = = (2,173) (1,550)
Investment activities — net
of expenses of $190 and $138 ................ 3,024 468 - 3,492 5,911
Pension adjustment ...........ccoocoveiiiiiiiniinnenn. (5,100) - - (5,100) 463
Net change from nonoperations ..._ (4,249) 468 - (3,781) 4,824
CHANGE IN NET ASSETS ......cocovvviiiiiienaannnn. (3,770) 1,587 - (2,183) 7,743
NET ASSETS - BEGINNING OF YEAR .............. 51,117 12,135 1,508 64,760 57,017
NET ASSETS - END OF YEAR .......................... $47,347 $13,722 $1,508 $62,577 $64,760




SAE INTERNATIONAL

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006
(000'S OMITTED)

2007 2006
CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES
Change in Net ASSELS ..iuuiiiuiiiiie et ei et e e e e eeieeens $ (2,183) $ 7,743
Adjustments to reconcile change in net assets
To net cash used by operating activities:
Depreciation and amortization ...........c..coeveeiiiiiineniiineenennnn. 1,793 1,872
Net (gain)/loss on INVeStmMENts .......ccocveuveeeniiieinenieieneenennen. (2,392) (4,827)
Net (gain)/loss on sale of fixed assets ........ccocoeevveniiiiininnnnnen. (8) 7
Changes in assets (increase)/decrease
Accounts reCeivable ........cooiiiiiiiiii e (458) (308)
Pledges receivable .........ccooviiiiiiiiiiiiiiiiiiiii e (304) (132)
Inventories and SUPPLES ...c.ovuveuiiiieiniiniieiiiiieieeeieeeeenaenenens (92) 359
Prepaid EXPEINSES ..ucuuiuniuiniiiii ittt (907) (245)
Accrued interest and other receivables .........c.ccocoveiiniiiiiiininn.n. (1,040) (342)
Prepaid pension COStS ....c.iiiiiuiiiiiniiiiiiii e 1,315 (1,315)
Changes in liabilities (decrease)/increase
Accounts payable ..........coociiiiiiiiiiii 520 923
ACCTUE EXPEIISES .evuinniniininnininiinenin ettt et et et et eteaenetaeeennes 268 470
Deferred reVENUE .......coveuiiiuiiiiiiiiiiii ittt eeeenaeen 978 321
Accrued PensSion COSES ..iuiuiuininiuiiii e eeaeane 3,500 (111)
Charitable gift annUity ......ccoeoveiiiiiiiiiiiiii e (27) (33)
Net cash from (used in) operating activities .................... 963 4,382
CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES
Purchase of fixed assets ..........ccooooviiiiiiiiiiiiiiiiiii (1,674) (2,221)
Proceeds from sale of fixed assets ........c.ccocooeiviiiiiiiiiiiiiiiiiiiinin, 38 61
Purchase of investments .........oooieuiiiniiiiiiiiiinne e (27,156) (11,654)
Proceeds from sale of investments ........c.ccoeveuiiiiiiiiiiiineiineenennennen. 26,461 10,365
Net cash from (used in) investing activities .................... (2,331) (3,449)
NET INCREASE (DECREASE) IN CASH BALANCES ..........c.cocvvvvunenn... (1,368) 933
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR ................. 2,623 1,690
CASH AND CASH EQUIVALENTS - END OF YEAR ............c..cccccvennene. $ 1,255 $ 2,623
SUPPLEMENTAL INFORMATION
INEETESt PAIA oeniiniiiiii it e e e e e e e e e $ = $ =
INCOME taXES PAIA tevvvniiiiineiiiiieeeiiiieeeeiiieeeeeieeeerain e eeesinaeeeaanearannnnns $ - $ -

See Independent Auditor’s
Report and Notes to
the Financial Statements
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SAE INTERNATIONAL

NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

GENERAL

SAE International (SAE) is a not-for-profit corporation originally organized and incorporated
in 1905 under the laws of New York and reincorporated in 1986 under the laws of
Pennsylvania. In November 2006, SAE changed its name from the Society of Automotive
Engineers, Inc. to SAE International. SAE is a technical society aimed at developing,
collecting, and disseminating on a worldwide basis the knowledge of mobility technologies in
order to advance these fields and their practitioners in a manner which serves humanity. The
SAE Foundation is an unincorporated division of SAE and, accordingly, is included in the
accompanying financial statements.

SAE Foundation Canada is organized as a separate entity under the laws of Canada. It was
formed to manage the activities, missions, and goals in support of SAE in Canada, which
requires SAE Foundation Canada’s solicitation and receipt of specific funding from
individuals, public or private corporations, foundations, or government agencies. The SAE
Foundation Canada operates under the direction of a Board of Trustees with administrative
support provided by the SAE Executive Vice President and reports directly to the SAE Board
of Directors.

SAE is affiliated with Performance Review Institute, Inc. (PRI), a Pennsylvania not-for-profit
corporation organized by SAE in April 1990 to compile and review performance standards, to
promote and administer quality assurance, accreditation and certification programs for the
benefit of the general public, industry, and government. PRI also contributes funds, property,
and services to nonprofit organizations that develop and publish standards for maintaining
and improving quality and performance within the automotive industry. The Internal
Revenue Service has granted PRI tax-exempt status under Section 501(c)(6) of the Internal
Revenue Code.

SAE is affiliated with the SAE Institute, a Pennsylvania not-for-profit corporation organized
by SAE in December 2003. It operates as a trade association organized to oversee and
manage its programs and participant groups. Its mission is to provide an efficient and legal
framework for automotive, aerospace, or commercial vehicle companies and organizations to
create solutions to technical and business problems. The Internal Revenue Service has
granted the SAE Institute tax-exempt status under 501(c)(6) of the Internal Revenue Code.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting - The accompanying financial statements are prepared on the accrual
basis of accounting and include only the assets, liabilities, net assets and financial activities
of SAE International. The funds and accounts of SAE Sections are not included in the
accompanying financial statements. However, Sections are permitted to invest in a money
market investment pool and a long-term investment pool managed by SAE. Funds of Sections
participating in the pool are included in the Short Term Investment Fund and are reflected as
an accounts payable liability in the accompanying financial statements.

Comparative Financial Statements — The Statements of Activities and Changes in Net Assets
include certain prior-year summarized comparative information in total, but not by net asset
class. Such information does not include sufficient detail to constitute a presentation in
conformity with generally accepted accounting principles. Accordingly, such information
should be read in conjunction with the organization’s financial statements for the year ended
December 31, 2006 from which the summarized information was derived.

Financial Statement Presentation — SAE has adopted Statement of Financial Accounting
Standards (SFAS) No. 117, "Financial Statements of Not-for-Profit Organizations". Under SFAS
No. 117, SAE is required to report information regarding its financial position and activities
according to three classes of net assets:

Unrestricted net assets - Net assets that are not subject to donor-imposed stipulations.

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that
may or will be met either by actions of SAE and/or the passage of time.

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that
they be maintained permanently by SAE. Generally, the donors of these assets permit
SAE to use all or part of the income earned on related investments for general or specific
purposes.

Contributions - SAE has also adopted SFAS No. 116, "Accounting for Contributions Received
and Contributions Made." In accordance with SFAS No. 116, contributions received are
recorded as unrestricted, temporarily restricted, or permanently restricted support depending
on the existence or nature of any donor restrictions.

Estimates - Management uses estimates and assumptions in preparing financial statements.
Those estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities, and the reported revenues and expenses.
Actual results could differ from those estimates.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and Cash Equivalents - For purposes of the Statement of Cash Flows, SAE considers all
highly liquid investments with an initial maturity of a year or less to be cash equivalents. For
the years ended December 31, 2007 and 2006, SAE had no noncash investing or financing
activities for cash flow purposes.

Accounts Receivable — Accounts receivable are stated at unpaid balances, less an allowance
for doubtful accounts. SAE provides for losses on accounts receivable using the allowance
method, which management valuates based on experience and current status of individual
accounts. Balances that are still outstanding after management has used reasonable
collection efforts and has deemed the receivable uncollectible are written off through bad
debts.

Investments — SAE has adopted SFAS No. 124, “Accounting for Certain Investments Held by
Not-for-Profit Organizations.” In accordance with SFAS No. 124, investments are presented at
their current market value, which is established using published market prices.

Inventories - Inventories and supplies are stated at the lower of cost (determined on the
first-in, first-out or average cost method) or market.

Fixed Assets — All acquisitions of property and equipment in excess of $1,000 and all
expenditures for repairs, maintenance, renewals, and betterments that materially prolong the
useful lives of assets are capitalized. Fixed assets are recorded at cost and depreciated using
the straight-line method over estimated useful lives of three to forty years. Depreciation
expense, totaling $1,793,000 and $1,872,000 for the years ended December 31, 2007 and
2006, respectively, is allocated to the various activities based on usage.

Revenue and Expense Recognition - Income from membership dues, magazines and
publications, and subscription fees are deferred and recognized over the periods to which the
specific types of income relate. Revenues related to continuing education programs, and
engineering meetings and displays are deferred and recognized in the period when the
programs are held. Expenses related to such activities are also deferred as prepaid expenses
and recognized in the period when the programs are held.

Income Tax Status - SAE is exempt from federal income tax under Section 501(c)(3) of the
Internal Revenue Code. However, income from certain activities not directly related to the
SAE's tax-exempt purpose such as advertising revenue is subject to taxation as unrelated
business income. At December 31, 2007 and 2006, there were no federal income taxes
provided as business activities unrelated to exempt purposes resulted in no taxable income
in those years. In addition, SAE qualifies for the charitable contribution deduction under
Section 170(b)(1)(A) and has been classified as an organization that is not a private
foundation under Section 509(a)(1).

Concentration of Credit Risk - Financial instruments which potentially subject the
organization to concentrations of credit risk consist principally of marketable debt and equity
securities and trade receivables. The organization’s temporary cash investments are greater
than the $100,000 insured by the FDIC, but are maintained by creditworthy, high quality
financial institutions. The organization holds bonds and notes issued by the United States
government and financially strong corporations. By policy, these investments are kept within
limits designed to prevent risks caused by concentration. Credit risk with respect to trade
receivables is limited because SAE deals with a large number of customers in a wide
geographic area. As of December 31, 2007 and 2006, SAE had no significant concentrations
of credit risk.

Reclassifications - Certain accounts in the prior-year financial statements have been
reclassified for comparative purposes to conform with the presentation in the current-year
financial statements.

INVESTMENTS

At December 31, 2007 and 2006, investments were as listed below:

2007 2006
Cost Market Cost Market
_$(000) $(000) $(000) $(000

U.S. Gov't and U.S. Gov’t

Agency bonds . .$ 3,773 $ 3,767 $ 5,056 $ 5,016

Corporate bonds 9,084 9,640 9,154 9,689
Corporate stocks . 29,609 35,966 28,965 35,611
Money market funds . 5,466 5,466 486 486
Certificates of deposit . 509 507 1,469 1,457

Total invesStments ............c.euveeeeeenn. $ 48,441 $55,346 $45,130 $ 52,259




INVESTMENTS, Continued

The following schedule summarizes the investment return and its classification in the
Statements of Activities for the years ended December 31, 2007 and 2006:

Temporarily
Unrestricted Restricted Total
2007 $(000) $(000) $(000)
OPERATING ACTIVITIES:
Interest and dividend income .............cccooiiiiiiiinn. $ 278 $ -3 278

NON OPERATING ACTIVITIES:
Interest and dividend income .

$ 204 $ 1,290

Realized gains .. 2,064 552 2,616
Unrealized gains . (224) - (224)
Subtotal investment return 2,926 756 3,682
Less investment expenses (190) - (190)
Under-allocation 288 (288) 2
Total investment return from
non operating activities ..............cccccceeiiiiins $ 3,024 $ 468 $ 3,492
Temporarily
Unrestricted Restricted Total
2006 000 000 000
OPERATING ACTIVITIES:
Interest and dividend iNCOME .........cevvveveeeeeeeeeeiennns $ 311 $ - 3 311
NON OPERATING ACTIVITIES:
Interest and dividend income .................c.ceeeeeennnnn. $ 1,051 $ 171 $ 1,222
Realized gains .. " 820 336 1,156
Unrealized gains . - 3,671
Subtotal investment return 507 6,049
Less investment expenses - (138)
Under-allocation (96) -
Total investment return from
non operating activities ..............ccccceeeeiinnns $ 5,500 $ 411 $ 50911

Investment returns from operating activities are comprised of returns included in SAE’s
liquidity investment fund, which are included in the accompanying Statements of Activities
as part of other products and services.

PLEDGES RECEIVABLE (PROMISES TO GIVE)

Pledges of contributions (or promises to give) have been classified as unconditional and
conditional. Unconditional promises to give at December 31, 2007 and 2006 are as follows:

2007 2006

$(000; $(000
Receivable in less than one year ..$ 2,431 $ 1,851
Receivable in one to five years 4,720 5,166
Greater than five years ........... 4 -
Total unconditional promises to give . 7,155 7,017
Less discounts to net present value 357 516

167 174

Less allowance for uncollectible pledges receivable
6,631 6,327

Net unconditional promises to give

Pledges receivable due in more than one year are discounted at 4.5%.

Conditional pledges receivable at December 31, 2007 amounted to $455,000 and consists of
pledges for the Education Support Fund.

EMPLOYEE BENEFIT PLANS

Defined Benefit Pension Plan

SAE INTERNATIONAL

NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

SAE has a noncontributory defined benefit pension plan covering substantially all employees
of SAE and PRI. The benefits are based on years of service and the employee's final average
compensation, as defined, during the last ten years of employment. SAE's funding policy is to
fund amounts on an actuarial basis, which complies with ERISA.

SAE adopted the recognition provisions of SFAS No. 158, “Employers’ Accounting for Defined
Benefit Pension and Other Postretirement Plans — an amendment of FASB Statements No. 87,
88, 106, and 132(R)”, as of December 31, 2007, which requires an employer that sponsors a
defined benefit postretirement plan to report the current economic status (the overfunded or
underfunded status) of the plan in its statement of financial position, to measure the plan
assets and plan obligations as of the statement of financial position date, and to include
enhanced disclosures about the plan. The incremental effects of applying SFAS No. 158 on
individual line items in the statement of financial position as of that date are as follows:

Pension cost liability (asset) .................

‘Meiizll RISTHEES coccsacascnsssnosoccoocosonconacanase

Unrestricted net assets

Total net assets ...........cccccvvevviieieiniinns

Before After
Application of Application of
SFAS No. 158 Adjustments SFAS No. 158

___$(000) $(000) $(000)
................. $ (1,600) $ 5,100 $ 3,500
................. $ 14,799  $ 5,100 $ 19,899

52,447  $ (5,100) $ 47,347
................. $ 67677 _$ (5,100) $ 62,577

SAE has adopted a measurement date of September 30, which is 90 days prior to the end of
the fiscal year. Accordingly, all calculations for the fiscal year reflect the actual measurement
date. For the year ended December 31, 2007, SAE has elected to record plan obligations as of
December 31, 2007, which is reflected in the accompanying financial statements. Application
of this provision resulted in a $329,000 decrease in unrestricted net assets.

Obligations and funded status:

Net periodic pension costs charged to expense for years ended December 31, 2007 and 2006

included the following components:

Service cost .
Interest cost
Expected return on plan assets
Net amortization and deferral ..
Net periodic pension expense .

2007 2006

$(000) $(000)
$ 1,767 $ 1,627
2,272 2,079
(2,533) (2,245)
209 175

$ 1,715 $ 1,636

SAE is reimbursed for the net periodic pension expense based upon the following allocation:

Detroit Section
Total

2007 2006
$(000 $(000
.$ 1,392 $ 1,325
301 291

22 20
1,715 1,636

Due to the change in the minimum liability requirements, SAE’s pension expense was
reduced by $463,000 in 2006, which is shown under the Nonoperating Activities of the

accompanying Statements of Activities.

2007 SAE International Annual Report

45



SAE INTERNATIONAL

NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

S8

EMPLOYEE BENEFIT PLANS (Continued)

The following table sets forth the funded status and obligations of the pension plan as of
September 30, 2007 and 2006:

EMPLOYEE BENEFIT PLANS (Continued)
Cash Flows:

SAE expects to contribute $2,000,000 to the plan in 2008.

2007 2006
$(000 $(000; The following benefit payments, which reflect expected future service, as appropriate, are
Accumulated benefit obligation:...........c.couuuiiiiiiiiiiiiiiiininiiiiiis 33,528 31,119 CREECE (152 i 000
Projected benefit obligation ..$(40,793) $(38,469) 2008 .$ 1,183
Plan assets at fair value . 37,622 32,045 2009 1,278
Funded status .. (8,171) (6,424) 2010 1,354
Unrecognized actuarial net (gain) 10SS ...........cccooviiiiiiiiiiiiieinnnnnns - 7,794 2011 1,461
Unrecognized net asset at July 1, 2006 2012 i 1,637
being amortized over remaining one (1) year ..............c.cc..o.... - (55) YEArs 2013-2017 oovuuureeriereieserseesseesseeseessssssesssasssessesseesessssessessaessesessesaneenas 10,587
Net periodic benefit expense October 1 to December 31 . 329; -
Prepaid (accrued) pension costs ..$ (3,500 1,315 IRIET} ccoo00a00000030000000053A0000CAAA0ANINABOANOTAAAECACCAAACAOATBABAANTAAARON0OAAAOCO0AINAG000AN0T $ 17,500
Employer contributions . ..$ 2,000 $ 2,600 Group Tax Deferred Annuity Plan
Benefit PAYIMENES ..uviiiiiiiiiieeiiiieeeeiiiie e e et eeeeiieeeeaeiieeeeaiaeeeeean 1,020 951 SAE also has a group tax deferred annuity plan qualified under Section 403(b) of the Internal
Revenue Code. The plan covers all employees. Employees may make voluntary matched and
unmatched contributions. Employees not entitled to full benefits are not eligible to receive
000! matching contributions. Employees may make voluntary matched contributions in a range

Amounts recognized in the statements of activities consist of:

from 1% to 6% (subject to maximums allowed by the Internal Revenue Code) and SAE will

Net loss .. ...$ 5,100 match up to 100% of the contributions based on the employee's years of service. Employee
Amounts recognized in unrestricted net assets, not contributions in excess of 6%, also subject to maximums, are not matched by SAE. SAE's
yet recognized as periodic pension COSt ............ccceiiiiiiiiiiiiiiiin $ 5,100 contributions were $670,000 and $629,000 for the years ended December 31, 2007 and

The estimated net loss for the defined benefit pension plan that will be amortized from
nonoperating activities into net periodic benefit cost over the next fiscal year is $46,143.

Assumptions

The weighted average assumptions used to determine net periodic pension benefit cost for
years ended December 31:

2007 2006

Discount rate
Long-term rate of return
Average rate of compensation increase

. 6.00% 6.00%
8.00% 8.00%
. 4.00% 4.75%

The weighted average assumptions used to determine benefit obligations at December 31:

2006, respectively. Employees are immediately vested in all contributions but withdrawals
are subject to plan withdrawal and distribution rules.

Beneficiary Association

SAE has established the SAE Employees and Retired Employees Beneficiary Association,
which is exempt from federal income tax under Section 501(c)(9) of the Internal Revenue
Code. The Beneficiary Association provides a means of accumulation and distribution of
certain welfare plan benefits including benefits after retirement. The contributions to the
Beneficiary Association are determined by reference to insurance premiums and estimated
costs determined by SAE's independent outside actuary. SAE's contributions were $29,000
and $23,000 for the years ended December 31, 2007 and 2006, respectively.

SPLIT-INTEREST AGREEMENTS

During 1998, the SAE Foundation received a $300,000 charitable gift annuity, which calls for
annual annuity payments totaling $24,000 for the term of the donor’s natural life. The

2007 2006 present value of estimated future payments to the donor, which totals $90,000 using a
Discount rate ... 6.00% 6.00% discount rate of 4.5% and applicable mortality tables is included in the accompanying
Average rate of compensation increase ... 4.00% 4.75% Statements of Financial Position.

To develop the expected long-term rate of return on plan assets, SAE considered the
historical returns and the future expectations for returns in each asset class, as well as the
target asset allocation of the pension portfolio. This resulted in the selection of the 8.00%
long-term rate of return on assets assumption.

Plan Assets:

SAE’s pension plan actual asset allocations at September 30, 2007 and 2006, by asset
category are as follows:

During 2003, the SAE Foundation received a $200,000 charitable gift annuity which calls for
annual annuity payments totaling $16,000 for the term of the donor's natural life. The value
of estimated future payments to the donor, which totals $117,000 using a discount rate of
4.5% and applicable mortality tables is included in the accompanying Statements of
Financial Position.

TEMPORARILY RESTRICTED AND PERMANENTLY RESTRICTED NET ASSETS

Net assets restricted by donors as of December 31, 2007 and 2006 provide support for the

2007 2006 ;
following purposes:
. . 2007 2006
o )
E.qulty. CISEEEED . 71'10/ > 64'4(,A’ Temporarily Permanently Temporarily Permanently
Fixed income .... 27.8% 26.8% f . f "
Crth ol o 1.1% 8.8% Restricted Restricted Restricted Restricted
— $(000) $(000) $(000) $(000)
0 0,
MO covsocomaosossoccommonssocoonconssosocaneossssossocopsssossoraosomoeaeaponssosoencon 100.0%  100.0% Program support funds .$ 9,843 $ - $ 8,443 $ -
The plan’s assets are held in a trust and SAE’s investment strategy is based on an esds fupds """ sl Lous 271 Loug
. 3 i . 3 i Scholarship funds 801 391 806 391
expectation that equity securities will outperform fixed income securities over the long term. Engineering activity Support 17 104 15 104
Accordingly, the composition of SAE’s plan assets is broadly characterized as a 70%/30% g g Y Supp
L e T T G R DR S TOLALS oo $13,722 $1,508 $12,135 $1,508

SAE attempts to mitigate investment risk by rebalancing between equity and debt classes as
SAE’s contributions and monthly benefit payments are made. Although changes in interest
rates may affect the fair value of a portion of the investment portfolio and cause unrealized
gains and losses, such gains or losses would not be realized unless the investments are sold.
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11.

OPERATING LEASES

SAE has noncancelable operating leases, primarily for off-site office space and copiers, that
expire at various dates through May 31, 2010. Those leases generally contain renewal
options and require SAE to pay all executory costs such as taxes, maintenance, and
insurance. Rental expense for those leases amounted to $1,076,000 and $1,106,000 for the
years ended December 31, 2007 and 2006, respectively.

Future minimum lease payments under operating leases, which have remaining terms in
excess of one year as of December 31, 2007, are:

Year Ended Amount
December 31 $(000]

SAE FOUNDATION

The SAE Foundation is organized as part of the SAE International. The SAE Foundation was
created to facilitate financial contributions from members and others to provide an additional
source of income, beyond those sources normally available to SAE, for activities in support of
SAE's Purpose, Missions, and Goals. The Foundation has also adopted a Financial
Management Policy so that the Foundation can maintain fiscal stability and viability, be self-
sustaining and have the financial competency to meet its obligation to provide the required
funding for programs as well as to pay for its fundraising and administrative costs.

The Foundation operates under the direction of a Board of Trustees, with administrative
support provided by the SAE Executive Vice President, and reports directly to the SAE Board
of Directors. The Foundation conducted fundraising activities that cost $271,000 and
$493,000 for the years ended December 31, 2007 and 2006, respectively. In addition, SAE
contributed $1,000,000 to the Foundation during 2007 to support the Legacy Fund.

CONTRIBUTED SERVICES

SFAS No. 116 requires contributed services to be recognized if the services received create or
enhance nonfinancial assets or require specialized skills, are provided by individuals
possessing those skills, and would typically need to be purchased if not provided by
volunteers. SAE receives such services from numerous members who volunteer to serve on
technical committees that are responsible for developing, reviewing, revising, and updating
technical standards for the ground vehicle and aerospace industries. The value of these
services was calculated as $5,634,000 and $4,346,000 for the years ended December 31,
2007 and 2006, respectively, and is included in the accompanying Statements of Activities as
revenue and expense.

RELATED PARTY TRANSACTIONS
PRI

SAE is related to PRI but their affiliation does not meet the criteria requiring consolidation in
the accompanying financial statements.

PRI leases office space from SAE under an operating lease that expires December 31, 2008
unless thirty days notice of cancellation or modification is provided by either party to the
other.

SAE has entered into a consulting and office space agreement with PRI for the services of a
consultant to contribute to the successful fulfillment of SAE carrying out standards
development and marketing activities with customers in Europe. The agreement extends
through November 30, 2009.

il

SAE INTERNATIONAL
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

RELATED PARTY TRANSACTIONS (Continued)

As of December 31, 2007 and 2006, SAE's financial statements reflect the following balances
and transactions with PRI:

2007 2006

$(000 $(000
JACCOUTI LSETECETVA D] CYIIIRNutINRISRURRIRRIINFRNRRI NIV TSIV $ 34 $ 58
Accounts payable ... oo 19 -
Service fees revenue 148 150
Rental income 185 185
Pension expense reimbursement .. 301 291
Consulting agreement expense 19 -

SAE Foundation Canada

SAE is related to SAE Foundation Canada, but their affiliation does not meet the criteria
requiring consolidation in the accompanying financial statements.

Included in the accompanying Statements of Financial Position there are receivables due
from SAE Foundation Canada of $318,000 and $103,000 as of December 31, 2007 and 2006,
respectively.

SAE Institute

SAE is related to the SAE Institute, but their affiliation does not meet the criteria requiring
consolidation in the accompanying financial statements.

On December 20, 2007, SAE entered into a five year line of credit (LOC) agreement with SAE
Institute, whereby the SAE Institute may borrow a principal amount not to exceed
$1,000,000. Interest on the outstanding balance is due monthly and is based on the Federal
short-term interest rate. As of December 31, 2007 and 2006, the balance due from the SAE
Institute was $464,000 and $158,000, respectively, which is included in the accompanying
Statements of Financial Position as part of accrued interest and other receivables. The
balance due SAE at December 31, 2006, and prior to the execution of the agreement are
considered draws against the LOC.

CONTINGENT LIABILITIES
SAE Sections

While the funds and accounts of Society Sections are not included in the accompanying
financial statements, the Sections Board minutes do not disclose any major potential liability
to SAE from Section’s activities.

SUBSEQUENT EVENT

Effective January 1, 2008, SAE has “soft frozen” it’s defined benefit pension plan. Employees
hired prior to January 1, 2008 will continue to earn benefits in the Plan, while employees
hired on or after January 1, 2008 will not be eligible to participate in the Plan. However,
employees hired on or after January 1, 2008 will receive a contribution to a defined
contribution plan.
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SAE Brasil

Phone: 55 11 3287 2033

Fax: 55 11 3288 6599

E-mail: saebrasil@saebrasil.org.br

SAE India

Phone: 91 24411904

Fax: 91 44 24411904

E-mail: saeindiaorg@eth.net

SAE UK

Phone: 0121 270 6592
Fax: 0121 270 6596
E-mail: info@sae-uk.org

IPERFORMANCE

EREVIEW INSTITUTE ®

an affiliate of SAE

SAE
FOUNDATION

SAE Institute

An Affiliate of SAE International

SAE Sections/Groups
Outside North America

Performance Review Institute
(PRI)

161 Thorn Hill Road

Warrendale, PA 15096-7527
Phone: (724) 772-1616

Fax: (724) 772-1699

SAE Foundation

400 Commonwealth Drive
Warrendale, PA 15096
Phone: (724) 776-4841
Fax: (724) 776-0038

SAE Institute

161 Thorn Hill Road
Warrendale, PA 15096-7527
Phone: (724) 772-7124
E-mail: institute@sae.org

Belarus: Minsk
Columbia: Andino
China: Hong Kong
Ecuador: Andino
Egypt: Cairo
[sarel: Tel-Aviv

Corporate Headquarters

400 Commonwealth Drive
Warrendale, PA 15096
Phone: (724) 776-4841
Fax: (724) 776-0790
www.sae.org

Automotive Headquarters

755 West Big Beaver Road
Suite 1600

Troy, Ml 48084

Phone: (248) 273-2455
Fax: (248) 273-2494

Washington, D.C. Office

1620 Eye Street NW
Suite 210

Washington, D.C. 20006
Phone: (202) 463-7318
Fax: (202) 463-7319

Italy: Naples

Malaysia: Kuala Lumpur
Romania: Bucharest, Brasov
Russia: Moscow, St. Petersburg
Taiwan: Taipei

Ukraine: Kiev

Venezuela: Andino
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Actuaries — SAE Pension and Beneficiary Association

400 Commonwealth Drive
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Phone: (724) 776-4841
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