REAL SOLUTIONS. REALTORT SUCCESS.

2021 AAR AUDIT DASHBOARD

The Executive Committee has reviewed the 2021 audit conducted by the accounting firm of
Walker & Armstrong.

Financial Highlights:

The total assets for all funds (General Operating, Fixed Assets, Operating Reserve, Capital
Reserve, Strategic Initiative Reserve, Issues Mobilization and Homeownership Alliance) are
$41,549,602 with total net assets of $36,467,924. This represents an increase of $4,712,767 in
total net assets from 2020 audited figures due mainly to increases in member dues, and operating
expenses, and a decrease in investment income.

2021 activity closed with $4,712,767 in revenue in excess of expenses. Depreciation for the year
2021 was $202,471. As a reminder, our Bylaws require that we recognize an amount annually in
the Operating Budget for depreciation payable to the Capital Reserve. The Board of Directors set
depreciation funding in the Capital Reserve at $259,128 for 2021.

Net Assets and Accumulated Operating Surplus:

At the end of 2021, there is an accumulated operating surplus of $2,859,528. The surplus is
comprised of (a) current assets [after excluding cash equivalents and investments that are
committed as designated or restricted funds] (b) less current liabilities.

The Capital Purchases Reserve balance as of December 31, 2021 is $6,414,288.
The Special Operating Reserve balance as of December 31, 2021 is $10,807,553.
The Strategic Initiative Reserve balance as of December 31, 2021 is $2,997,890.
The Arizona Homeownership Alliance as of December 31, 2021 is $100,470.

Issues Mobilization Fund’s balance, as of December 31, 2021 is $11,608,372 of which $800,819
is restricted for local association local issues requests.

Auditor Recommendations:

The audit firm of Walker and Armstrong had no reported material weaknesses or significant
deficiencies with respect to the Association's financial internal controls.

There are no irregularities reported. Copies of the 2021 AAR Audit are available at the check-in
desk.
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Summary of Audit Results

1) Unmodified “clean” opinion on the financial statements.

2)  Audit and Accounting Highlights:

= [ncrease in member dues revenues and service fees.

3) Key Financial Performance Measures:
* Primary Realtor membership at 57,369 as of December 31, 2021, a 4.17% increase from the prior year.
» Member dues rate stayed consistent with 2020 and 2019 at $190 per year.

= Current ratio — 1.58 to 1.00 (2021), a slight increase from prior year of 1.49 to 1.00 (2020).
= Return on assets — 12.0% (2021) versus 14.8 % (2020).

= Cash flows from operations — Net cash provided by operations was $4.5 million in 2021 compared to net cash provided by operations of
$5.5 million in 2020.

4) Internal control matters — No material weakness or significant deficiencies.

5) Required communications to the governing board.




Arizona Association of REALTORS®

Trend Analysis - Financial Position
2021 Change 2020 Change 2019

Cash and investments $ 7,701,951 $ 108,390 $ 7,593,561 $ 1,357,632 $ 6,235,929

Other current assets 122,948 19,757 103,191 (41,598) 144,789
Designated & restricted

cash and investments 31,640,817 4,577,011 27,063,806 4,641,810 22,421,996

Property & equipment 2,083,886 (119,501) 2,203,387 (117,215) 2,320,602

Total assets 41,549,602 4,585,657 36,963,945 5,840,629 31,123,316

Current liabilities 4,965,371 (203,269) 5,168,640 819,698 4,348,942

Long-term liabilities 116,307 76,159 40,148 (33,929) 74.077

Total liabilities 5,081,678 (127,110) 5,208,788 785,769 4,423,019

Net assets $36.467,924 $ 4,712,767 $31,755,157 $ 5,054,860 $26,700,297

e Cash and investments — Increased due to overall revenues exceeding expenses.

* Designated & restricted cash and investments — Increase is due to investment income and the board increasing
designations.

* Current liabilities — The 2022 dues amount was decreased by $15 contributing to a decrease in deferred member
dues of $S205K.




Arizona Association of REALTORS®

Trend Analysis - Revenues and Expenses

2021 Change 2020 Change 2019
Revenue $11,056,385 $ 408,600 $10,647,785 $ (750,359) $11,398,144
Investment income 564,316 (421,316) 985,632 (416,768) 1,402,400
Expenses 6,907,934 329,377 6,578,557 (660,286) 7,238,843

Change in net assets $ 4.712.767 $ (342.093) § 5.054.860 § (506.841) $ 5.561.701

Return on average
investments 3.06% 5.87% 10.39%

* Revenues — Operating revenues increased by $408,600. Overall revenues increased by 4% due to a 4% increase in
membership.
* Investment income — Decreased $421k due to market conditions during 2021.
* Expenses — Expenses increased due to:
* Travel, catering and hotels and staff expense increased $180K due to not providing or attending the convention and
limited travel in 2020 due to COVID-19.
» Operating reserve increased $180K from the use of amounts to support a member running for a Region 11 Office.




Arizona Association of REALTORS®

Operating Revenues and Expenses
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Arizona Association of REALTORS®

Expenses by Type
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Arizona Association of REALTORS®

Restricted and Designated Net Assets
2021 Change 2020 Change 2019
Restricted:
Issues Mobilization $ 800,819 $ 66,813 $ 734,006 $ 35,843 $ 698,163
Designated:
Special Operating 10,807,553 950,887 9,856,666 900,521 8,956,145
Capital Purchases 6,414,288 807,608 5,606,680 817,775 4,788,905
Issues Mobilization 10,519,797 2,174,859 8,344,938 2,697,615 5,647,323
Strategic Initiative 2,997,890 576,967 2,420,923 190,134 2,230,789
Arizona Homeownership Alliance 100,470 (123) 100,593 (78) 100,671




Required Communications to the Governing Board

Accounting policies - See Note 1 to the financial statements.

Difficulties encountered in performing the audit - No difficulties 1n
performing and completing the FY 2021 audit.

Corrected and uncorrected misstatements — No audit adjustments or passed
adjustments.

Management representations - We will request certain representations from
management that are included in the management representation letter.

Management’s consultation with other accountants - We are not aware that
other accountants were consulted regarding matters involving external financial
reporting.

Expense reimbursement discussion.




THANK YOU MANAGEMENT AND
THE FINANCE COMMITTEE




Walker@ Armstrong

Communication with Those Charged with Governance

March 2, 2022

To the Board of Directors
Arizona Association of REALTORS®, Inc.
Phoenix, Arizona

We have audited the financial statements of Arizona Association of REALTORS®, Inc. (the
Association) for the year ended December 31, 2021, and have issued our report thereon dated
March 2, 2022. Professional standards require that we provide you with information about our
responsibilities under generally accepted auditing standards, as well as certain information
related to the planned scope and timing of our audit. We have communicated such information
in our letter to you dated January 27, 2022. Professional standards also require that we
communicate to you the following information related to our audit.

Qualitative Aspects of Accounting Practices - Management is responsible for the selection and
use of appropriate accounting policies. The significant accounting policies used by Arizona
Association of REALTORS®, Inc. are described in Note 1 to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during
2021. We noted no transactions entered into by the Association during the year for which there is
a lack of authoritative guidance or consensus. All significant transactions have been recognized
in the financial statements in the proper period.

Accounting Estimates - Accounting estimates are an integral part of the financial statements
prepared by management and are based on management’s knowledge and experience about past
and current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because of the
possibility that future events affecting them may differ significantly from those expected. There
were no sensitive accounting estimates affecting the financial statements of the Association.

Certain financial statement disclosures are particularly sensitive because of their significance to
financial statement users. The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit - We encountered no difficulties in
performing and completing our audit.

Corrected and Uncorrected Misstatements - Professional standards require us to accumulate
all misstatements identified during the audit, other than those that are clearly trivial, and
communicate them to the appropriate level of management. There were no misstatements
detected as a result of audit procedures.

Walker & Armstrong LLP - 3838 N. Central Ave., Suite 1700 - Phoenix, Arizona 85012 - 602.230.1040



Disagreements with Management - For purposes of this letter, a disagreement with
management is a disagreement on a financial accounting, reporting, or auditing matter, whether
or not resolved to our satisfaction that could be significant to the financial statements or the
auditor’s report. We are pleased to report that no such disagreements arose during the course of
our audit.

Management Representations - We have requested certain representations from management
that are shown in the attached Exhibit 1.

Management Consultations with Other Independent Accountants - In some cases,
management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves
application of an accounting principle to the Association’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Other Audit Findings or Issues - We generally discuss a variety of matters, including the
application of accounting principles and auditing standards, with management each year prior to
retention as the Association’s auditors. However, these discussions occurred in the normal course
of our professional relationship and our responses were not a condition to our retention.

Other Matters - With respect to the supplementary information accompanying the financial
statements, we made certain inquiries of management and evaluated the form, content, and
methods of preparing the information to determine that the information complies with U.S.
generally accepted accounting principles, the method of preparing it has not changed from the
prior period, and the information is appropriate and complete in relation to our audit of the
financial statements. We compared and reconciled the supplementary information to the
underlying accounting records used to prepare the financial statements or to the financial
statements themselves.

This information is intended solely for the use of the board of directors and management of
Arizona Association of REALTORS®, Inc. and is not intended to be, and should not be, used by
anyone other than these specified parties.
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Arizona Association REALTORS®, Inc.
255 East Osborn Road, Suite 200
Phoenix, Arizona 85012

Walker & Armstrong LLP Exhibit 1
3838 North Central Avenue, Suite 1700
Phoenix, Arizona 85012-1994

This representation letter is provided in connection with your audit of the financial statements of
Arizona Association of REALTORS®, Inc. (the Association), which comprise the statement of
financial position as of December 31, 2021, and the related statements of activities, functional
expenses, and cash flows for the year then ended, and the disclosures (collectively, the “financial
statements”) with comparative information as of and for the year ended December 31, 2020, for the
purpose of expressing an opinion as to whether the financial statements are presented fairly, in all
material respects, in accordance with accounting principles generally accepted in the United States
(U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. Items
are considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in light of surrounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
misstatement. An omission or misstatement that is monetarily small in amount could be considered
material as a result of qualitative factors.

As part of your audit, you assisted with preparation of the financial statements and disclosures and
the tax returns. We acknowledge our responsibility as it relates to those nonaudit services, including
that we assume all management responsibilities; oversee the services by designating an individual,
preferably within senior management, who possesses suitable skill, knowledge, or experience;
evaluate the adequacy and results of the services performed; and accept responsibility for the results
of the services. We have reviewed, approved, and accepted responsibility for those financial
statements and disclosures.

We confirm, to the best of our knowledge and belief, as of the date listed below, the following
representations made to you during your audit.

Financial Statements

1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter
dated January 27, 2022, including our responsibility for the preparation and fair presentation
of the financial statements in accordance with U.S. GAAP.

2. The financial statements referred to above are fairly presented in conformity with U.S.
GAAP.

3. We acknowledge our responsibility for 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.
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10.

11.

12.

13.

We acknowledge our responsibility for the design, implementation, and maintenance of
internal control to prevent and detect fraud.

Significant assumptions we used in making accounting estimates, including those measured
at fair value, are reasonable.

Related-party relationships and transactions have been appropriately accounted for and
disclosed in accordance with U.S. GAAP.

All events subsequent to the date of the financial statements and for which U.S. GAAP
requires adjustment or disclosure have been adjusted or disclosed.

The effects of all known actual or possible litigation, claims, and assessments have been
accounted for and disclosed in accordance with U.S. GAAP.

Significant estimates and material concentrations have been appropriately disclosed in
accordance with U.S. GAAP.

Guarantees, whether written or oral, under which the Association is contingently liable, have
been properly recorded or disclosed in accordance with U.S. GAAP.

All contracts underlying revenue recognized in the financial statements have commercial
substance and have been approved by appropriate parties. We have considered side
agreements, implied promises, and unstated customary business practices in identifying
performance obligations in the contracts. We have sufficient and appropriate documentation
supporting all estimates and judgments underlying the amount and timing of revenue
recognized in the financial statements.

We have reviewed the accuracy of the fixed assets/depreciation schedule of the Association
for the year ended December 31, 2021, which was prepared by you based on information
provided by us and is attached as Exhibit 1. We understand and agree that we are
responsible for the completeness and accuracy of the information, classification of assets,
methods of depreciation, and asset lives as reported on the schedule. In addition, we
represent to you that the schedule includes all fixed assets of the Association and the
schedule is accurate as to the classification of assets, methods of depreciation and asset lives.

In regard to the tax preparation and financial statement preparation services performed by
you, we have:

e Assumed all management responsibilities.

e Designated Kristen Page who has suitable skill, knowledge, or experience to oversee the
services.

e Evaluated the adequacy and results of the services performed.

e Accepted responsibility for the results of the services.
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Information Provided

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

We have provided you with:

a) Access to all information, of which we are aware, that is relevant to the preparation
and fair presentation of the financial statements, such as records (including
information obtained from outside of the general and subsidiary ledgers),
documentation, and other matters.

b) Additional information that you have requested from us for the purpose of the audit.

c) Unrestricted access to persons within the Association from whom you determined it
necessary to obtain audit evidence.

d) Minutes of the meetings of the governing board or summaries of actions of recent
meetings for which minutes have not yet been prepared.

All material transactions have been recorded in the accounting records and are reflected in
the financial statements.

We have disclosed to you the results of our assessment of the risk that the financial
statements may be materially misstated as a result of fraud.

We have no knowledge of any fraud or suspected fraud that affects the Association and
involves:

a) Management
b) Employees who have significant roles in internal control, or
c) Others where the fraud could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud or suspected fraud affecting the
Association’s financial statements communicated by employees, former employees, grantors,
regulators, or others.

We have no knowledge of any instances of noncompliance or suspected noncompliance with
laws and regulations whose effects should be considered when preparing financial
statements.

We have disclosed to you all known actual or possible litigation, claims, and assessment
whose effects should be considered when preparing the financial statements.

We have disclosed to you the identity of the Association’s related parties and all the related
party relationships and transactions, including any side agreements.

The Association has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged as collateral, except as made
known to you.

We are responsible for compliance with the laws, regulations, and provisions of contracts
and grant agreements applicable to us.
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24.

25.

Arizona Association of REALTORS®, Inc. is an exempt organization under section
501(c)(6) of the Internal Revenue Code. Any activities of which we are aware that would
jeopardize the Association’s tax-exempt status, and all activities subject to tax on unrelated
business income or excise or other tax, have been disclosed to you. All required filings with
tax authorities are up-to-date.

We acknowledge our responsibility for presenting the Schedule of Other Revenue and
Schedule of Accumulated Operating Surplus in accordance with U.S. GAAP, and we believe
the Schedule of Other Revenue and Schedule of Accumulated Operating Surplus, including
their form and content, are fairly presented in accordance with U.S. GAAP. The methods of
measurement and presentation of the Schedule of Other Revenue and Schedule of
Accumulated Operating Surplus have not changed from those used in the prior period, and
we have disclosed to you any significant assumptions or interpretations underlying the
measurement and presentation of the supplementary information.

DocuSigned by:
Micelle (ind
BYFRCE2TFCAF4BE. .

K. Michelle Lind, Chief Executive Officer

DocuSigned by:
m Pag&
ACFOTEEDGRITATE..

Kristen Page, Controller

3/2/2022

Date
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