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1.
BASIS OF ACCOUNTING
The Local Association of Realtors® has elected to report under the cash/accrual/modified cash basis of accounting as described below.
Under the cash basis of accounting, revenue is recognized in the period when a cash payment is received and expenses are recognized in the period cash is actually paid. Other assets and liabilities such as receivables, fixed assets and payables are not recorded under this method of accounting.
Generally Accepted Accounting Principles (GAAP) requires the use of the accrual basis of accounting. Under the accrual basis of accounting, transactions are recognized in the period in which they actually occur rather than when cash is paid or received. For example, revenue is recorded when earned and expenses are recognized when incurred, not necessarily when cash is received or paid. Under the accrual basis, expenses are matched with the related revenues on the profit and loss statement.
A modified cash basis a blend of the cash and accrual basis’s of accounting. This basis generally operates under the cash basis for short term transactions while recording longer-term balance sheet items, such as fixed assets, and certain liabilities, such as those due to MAR and NAR, on the accrual basis.
2.
REVENUE RECOGNITION
This policy establishes when revenue must be recorded at the Local Association of Realtors®. 
The Association records transactions on the cash/modified cash basis of accounting, meaning that revenue is recognized when payment is received. 
The Association recognizes revenue in the period in which it is earned.  For example:

Dues are recorded as deferred when received and recognized monthly throughout the year.  

Fees related to events are recorded in the month in which the event occurs.
3.
 DUES COLLECTION

Local Association of Realtors® will collect local dues in addition to collecting dues on behalf of the Michigan Association of Realtors® (MAR) and the National Association of Realtors®  (NAR). Those dues will be remitted each March to the respective association. 
The Association will assess dues according to the membership year schedule (calendar year or anniversary year) of its members. The due date is the first day of the month following the date of the membership renewal with a 90 day grace period.
Dues can be collected via check or credit card payment.  Credit cards are processed directly through ​​​​___________ and recorded within the general ledger on a monthly basis with associated fees expensed.  
4.
ASSET CAPITALIZATION (for accrual basis and modified cash basis)
The general capitalization policy is that all equipment and other fixed assets costing in excess of $1,000 and a useful life of more than one year will be capitalized. Acquisition costs include all costs associated with putting an asset in place including net invoice price, tax, delivery and auxiliary apparatus necessary to make is useable for the purpose for which it was acquired.  

All capital assets will be depreciated over their estimated useful lives.  The straight line basis will be used, with depreciation charged beginning in the month that the asset is placed in service. Estimated lives are:



Computers and related equipment


3 years



Office furniture





5 - 7 years



Building and improvements



15 - 40 years
Repairs or improvements needed to maintain assets in proper operating condition or to restore asset to proper operating condition are expensed.

5.
RESERVES AND DESIGNATED FUNDS
Local Association of Realtors® will build and maintain an operating reserve to assist in maintaining financial stability.  The target for the operating reserve will be no less than six (6) months but no more than twelve (12) months of general operating expenses based upon the average of the current year’s annual budgeted operating expenses and the previous two years actual expenses.  This will be a cash reserve held separately from other funds of the Local Association of Realtors®. The reserve may be invested consistent with the investment policy of Local Association of Realtors®. Any income of the reserve fund will stay in the reserve fund.  

During the annual budget preparation, the Board of Directors will review the operating reserve and set a target for funds to be set aside that year. Each year at its first meeting after the conclusion of the fiscal year, the Board of Directors shall determine the total excess revenue over expenses for the year ended and determine an amount to be placed in the reserve fund.

Designation of net assets will be made by resolution of the Board.  A purpose and timeline must be specified for each designated fund.  The designation may also specify whether a separate cash fund is to be used. The Board of Directors may designate portions of the net assets of the Local Association of Realtors® for specific purposes.

6.
INVESTMENTS
Cash not needed for immediate working capital may be transferred to interest bearing investments, as directed by the board of directors and documented in the approved investment policy.
7.
CREDIT CARDS
It is the policy of Local Association of Realtors® to issue a credit card to the Executive Director.  The credit card is to be used for business purposes only.  The individual incurring expenses with a credit card will be responsible for submitting receipts or proof of purchase on a monthly basis.  A designated board member will review submitted receipts, reconcile the credit card statement with the receipts that were submitted and approve purchases prior to invoice payment.  
8. 
TRAVEL 
Employees and board members will be reimbursed for use of their personal vehicles when traveling on Association business at the IRS approved rate.  Mileage will not be reimbursed for commuting or for general membership and board meetings.  When travel arrangements are being made, employees must make every effort to select the most cost effective method of travel.  All travel unusual arrangements must be approved by the board before arrangements are made.  Receipts must be submitted upon completion of travel.  
Spousal travel reimbursements must be approved by the board prior to reimbursement.

9.
PAYMENT APPROVAL
The Executive Director has the authority to approve payments. Prior to approving payment, the approver should disbursement is for appropriate Association business and is supported by adequate documentation.

Additionally, all expenses incurred by and paid to the Executive Director of Local Association of Realtors® require approval by the Treasurer or other designated board member.  All supporting documentation related to expenses incurred by the Executive Director should be reviewed during the approval process.  Supporting documentation should be initialed and dated by the Treasurer or other designated board member indicating approval.
All checks must be signed an authorized signer prior to disbursement.  Authorized signers are to be approved annually and updated with the financial institution in a timely manner.

Electronic transfers or ACH transactions must be approved by an authorized signer prior to transmission.  Web banking controls and board member access should be reviewed on an annual basis to ensure appropriate transparency.

10.
 COMPENSATION 
Compensation and/or stipends for employees and board members are to be documented and approved by the Board of Directors on an annual basis.

11. 
FRAUD AWARENESS & PREVENTION 
Local Association of Realtors® is committed to preventing and detecting any fraudulent activities that occur in the regular course of business and will not tolerate fraudulent activity of any kind. 
Fraud is defined as the intentional, false representation or concealment of a material fact for the purpose of inducing another to act upon it to his injury and may occur through deception, misappropriation of assets, or manipulation of data.  Any irregularity that is detected or suspected will be reported immediately to the Board of Directors and will be properly investigated. All information received in connection with an investigation of fraud will be treated confidentially.  
12.
BUDGETING
The annual budget of the Local Association of Realtors® will be approved by the Board of Directors at the beginning of each fiscal year. 

13.
FINANCIAL REPORTING
Local Association of Realtors® will provide a current statement of financial position and statement of activities to the Board of Directors on a monthly basis. The activities should identify the current month as well as year-to-date activity.  These results should be compared to budget as well as historical information. 

14.
FINANCIAL INFORMATION DISCLOSURE 
Local Association of Realtors® is committed to providing timely, accurate, and sufficient disclosure of financial information to all users of financial information. The Association is also committed to supplying users with a fair and accurate representation of the Association’s financial position and results of operations through its available information. The following are the guiding principles on disclosures:

· The Association will comply with all laws and regulations governing disclosures.

· The Association will maintain internal controls and procedures to ensure that financial information is correct, complete, accurate and properly recorded. 

· The Association will ensure that material information is disclosed fully, promptly, and fairly to the users of financial information. The Association strives to provide full, fair, accurate, timely, understandable and relevant financial reporting.

15.
COMPLIANCE REPORTING
In response to the National Association of Realtors® core standards requirements, the Local Association of Realtors® will contract with an outside certified public accountant to do an annual engagement over financial statements.

Compilations are permitted when the Association earns gross revenue of less than $50,000 during the fiscal year. When gross revenues exceed $50,000 the Association is required to have a review or audit conducted.

A compilation refers to compiled financial statements that are prepared by the Association’s external accounting firm. The external account compiles the Association’s information without providing any assurance or auditing services. The compiled financial statements are accompanied by a compilation report stating that the financial statements are the responsibility of the Association’s management and that the accountant has not audited or reviewed the financial statements. 

A review of financial statements provides limited assurance that the external accountant is not aware of any material modifications that should be made to the financial statements for the statements to be in conformity with the applicable financial accounting framework. The external public accounting firm will perform procedures to provide a reasonable basis for obtaining limited assurance and issue a review report that states that management is responsible for the preparation and fair presentation of the financial statements and for designing, implementing, and maintaining internal control.

Audited financial statements provide assurance that the financial statements are presented fairly, in all material respects, in conformity with the applicable financial reporting framework. The Association’s external auditor is required to obtain audit evidence through inquiry, physical inspection, observation, confirmations, examination, etc. to provide appropriate assurance. The auditor issues an audit report over the financial statements of the Association that
states that the financial statements are the responsibility of the Association’s management and expresses an opinion that the financial statements present fairly in all material respects the financial position of the Association and the results of operations. 

Based on the financial statements Local Association of Realtors® submits to the Board of Directors, the Board will decide the level of assurance necessary one month prior to the fiscal year-end. The Board of Directors has the authority to appoint and approve the external auditors to conduct all auditing and permitted non-audit services.

16.
RECORD RETENTION 
The records of the Local Association of Realtors® are important to the proper functioning of the Association. Records include virtually all the records produced as an organization. Such records can be in electronic or paper form.

Proper documentation and retention of corporate records (minutes, policies, financial information, forms, correspondence, etc.) involves reviewing documents; organizing and maintaining files; discarding dated/obsolete documents, forms or supplies; and organizing work and storage areas.

Federal and state laws require organizations to maintain certain types of records for particular periods. Thus, it is imperative that those involved in the day to day operation of the Local Association of Realtors® fully understand and comply.
All Local Association of Realtors® employees are expected to adhere to established procedures, guidelines and applicable laws for record retention and destruction. Destruction of files after the documented retention period should be done regularly and files should be disposed of securely.

Record retention schedules are included below.

Accounting Records


Annual financial statements Permanent


Monthly financial statements 3 years


General ledger 20 years


Annual audit records 10 years


Journal entries 8 years


Special reports 8 years


Canceled checks 8 years


A/P paid invoices 8 years


Business expense records 8 years


Credit card receipts 3 years


Cash receipts 3 years


A/R invoices 8 years


Data for acquired/divested Permanent


Data for nonacquired/nondivested 5 years


Accounts payable 7 years


Accounts receivable 7 years


Audit reports 7 years


Chart of accounts Permanent


Expense records 7 years


Inventory records 7 years


Loan documents 7 years after final payment


Purchase orders 7 years


Sales records 7 years


Stop payment orders 3 years


Bank reconciliations 3 years


Tax Records


Federal tax returns (not payroll) Permanent


State & local tax returns Permanent


Form 990 & supporting documentation Permanent


Form 990-T & supporting documentation Permanent


Supporting documentation for taxes 4 years


City & State excise tax reports & supporting documentation 5 years (or longer if designated by 
state law)


Unclaimed property filings & supporting documentation 6 years (or longer if designated by state 
law)


1099 forms 8 years


Magnetic tape & similar records 1 year


Payroll taxes (W2, W3) Permanent


Payroll taxes (Form 941, state withholding forms, state unemployment returns) 8 years (or longer 
if designated by state laws


Payroll Records


Wage rate tables 3 years


Cost of living tables 3 years


Wage 6 years


Salary 6 years


Payroll deductions 6 years


Time cards or forms 5 years


W-2 forms 8 years


W-4 forms 8 years


Garnishments 4 years following unemployment


Payroll registers Permanent


State employment forms 4 years


State unemployment tax records Permanent


Cancelled payroll checks 8 years


Deductions register 8 years


Earnings records 8 years


Changes or adjustments to salary 8 years


Insurance Records


Policies (including expired) Permanent


Claims for loss/damage, accident reports, appraisals 5 years


Workplace Records


Incorporation & reorganization records Permanent (Articles of Incorporation, Bylaws, etc)


Meeting minutes Permanent


Policy statements 10 years


Employee directories 5 years


Legal Records


General Contracts 3 years after termination


Real estate contracts & records 20 years – Permanent


Personal injury records 8 years


Trademark registration Permanent


Copyright registration Permanent


Patents Permanent


Litigation claims 5 years following close of case


Court documents & records 5 years following close of case


Deposition transcripts 5 years following close of case


Discovery materials 3 years following close of case


Leases 6 years after termination


Personnel Records


Employment applications (persons not hired) 1 year


Employment applications (persons hired) 3 years following employment


Employee resumes & employment history 3 years following employment period


Evaluations 3 years following employment


Promotions, raises, reclassifications & job descriptions 5 years following employment


Disciplinary warnings, demotion, lay-off & discharge 5 years following employment


Employment & termination agreements Permanent


Promotions & raises 3 years following employment


Beneficiary information 3 years following employment


Medical and safety records 6 years


Accident reports 6 years


Education assistance While employed


Sick leave benefits While employed


Retirement plans (after expiration) 6 years


Incentive plans (after expiration) 6 years


Pension plans (after expiration) 6 years

