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To the Board of Directors
National Auctioneers Association
Overland Park, Kansas

We have audited the financial statements of National Auctioneers Association (the “Association”) for the
year ended December 31, 2019, and have issued our report thereon dated June 18, 2020. Professional
standards require that we provide you with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated January 9, 2020, our responsibility, as described by professional
standards, is to express an opinion about whether the financial statements prepared by management with
your oversight are fairly presented, in all material respects, in conformity with U.S. generally accepted
accounting principles. Our audit of the financial statements does not relieve you or management of your
responsibilities.

Our responsibility for the supplementary information accompanying the financial statements, as described
by professional standards, is to evaluate the presentation of the supplementary information in relation to the
financial statements as a whole and to report on whether the supplementary information is fairly stated, in
all material respects, in relation to the financial statements as a whole.

Our responsibility is to plan and perform the audit to obtain reasonable, but not absolute, assurance that the
financial statements are free of material misstatement. As part of our audit, we considered the internal
control of the Association. Such considerations were solely for the purpose of determining our audit
procedures and not to provide any assurance concerning such internal control. We are responsible for
communicating significant matters related to the audit that are, in our professional judgment, relevant to
your responsibilities in overseeing the financial reporting process. However, we are not required to design
procedures specifically to identify such matters.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope previously communicated to you in our engagement
letter and in our meeting about planning matters. However, we were unable to perform the audit according
to the planned timing due to extended timeframe in receiving initial audit requests and factors related to
COVID-19.
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Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In accordance
with the terms of our engagement letter, we will advise management about the appropriateness of
accounting policies and their application. The significant accounting policies used by the Association are
described in Note 2 to the financial statements. No new accounting policies were adopted and the
application of existing policies was not changed during 2019. 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 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. The most sensitive estimate affecting the financial statements was useful lives of
capital assets.

Management’s estimate of the useful lives of depreciable assets is based on the guidance of the IRS
for classification of the asset’s life and the expected period before disposal or sale. We evaluated
the key factors and assumptions used to develop the useful lives of depreciable assets in determining
that it is reasonable in relation to the financial statements taken as a whole.

The financial statement disclosures are neutral, consistent and clear.

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management 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. The material
misstatements detected as a result of audit procedures were corrected by management and a listing of the
misstatements are attached to this letter.

Disagreements with Management

For purposes of this letter, a disagreement with management is 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 included in the management
representation letter dated June 18, 2020.

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.

This information is intended solely for the use of the Board of Directors and management of National
Auctioneers Association and is not intended to be and should not be used by anyone other than these
specified parties.
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Marr and Company, P.C.
Certified Public Accountants
Kansas City, Missouri



National Auctioneers Association
Year End: December 31, 2019
Audit Adjusting journal entries

Number Date Name Acct # Ref Debit Credit

AJE 01 12/31/2019 SOFTWARE 01-140-05 11-1 1,142.17

AJE 01 12/31/2019 ACCUM.DEPR BUILDING 01-140-60 11-1 (1,142.17)
To reclassify error in posting depreciation for 2019

AJE 02 12/31/2019 ACCT.REC OTHER 01-120-20 8-3 13,231.00

AJE 02 12/31/2019 Member refund payable 01-400-20 8-3 (13,231.00)
To reclassify member credits per AR aging as of 12/31 to liability

AJE 03 12/31/2019 ACCUM DEPR SOFTWARE 01-140-06 11-1 (526.93)

AJE 03 12/31/2019 ACCUM.DEPR EQUIPMENT 01-140-20 11-1 (870.16)

AJE 03 12/31/2019 ACCUM.DEPR BUILDING 01-140-60 11-1 (25.51)

AJE 03 12/31/2019 SOFTWARE DEPREC EXPENSE 01-899-05 11-1 526.93

AJE 03 12/31/2019 BUILDING DEPRECIATION 01-899-10 11-1 25.51

AJE 03 12/31/2019 EQUIPMENT DEPRECIATION 01-899-20 11-1 870.16
To post adjustment to depreciation expense and accumulated based on activity in 2019

AJE 04 12/31/2019 BUILDING 01-140-50 11-2 3,059.61

AJE 04 12/31/2019 BUILDING MAINTENANCE 01-850-10 11-2 (3,059.61)
to reclassify and capitalize furnace replacement as noted during the maintenance expense review testwork

AJE 05 12/31/2019 DUE TO/FROM AUXILIARY 01-400-30 8-10 (675.00)

AJE 05 12/31/2019 ACCRUED PAYABLES 01-400-55 8-10 675.00

AJE 05 12/31/2019 AUX-DUE TO/FROM NAA 99-400-30 8-10 (525.00)

AJE 05 12/31/2019 AUX-MEMBERSHIP DUES INC 99-799-04 8-10 525.00
Client Entry - auxiliary and NAA account reconciliation entry to net accounts to $0 as of 12/31

AJE 06 12/31/2019 DEFERRED INC LIFETIME MEMBERSHIP 01-430-15 8-6 10,875.26

AJE 06 12/31/2019 Life Members 01-600-75 8-6 (10,875.26)
Correction for the deferred membership dues for lifetime members as of 12/31

AJE 07 12/31/2019 C&S MISC INC 01-640-91 6-4 1,692.27

AJE 07 12/31/2019 OTHER INCOME 01-690-99 6-4 2,163.85

AJE 07 12/31/2019 OTHER INCOME 01-690-99 6-4 (3,856.12)

Reclassifications of miscellaneous income based on testing performed in selections
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National Auctioneers Association
Year End: December 31, 2019
Audit Adjusting journal entries

Number Date Name Acct # Ref Debit Credit
AJE 08 12/31/2019 IN KIND REVENUE 01-700-00 A-5-1 857.00
AJE 08 12/31/2019 IN-KIND EXPENSE 01-900-00 A-5-1 (857.00)

Correction for in-kind noncash contributions received in 2019 based on client details

AJE 10 12/31/2019
AJE 10 12/31/2019

DEFERRED INCOME - OTHER 01-430-25 8-7-1 (45,000.00)
OTHER INCOME 01-690-99 8-7-1 45,000.00

To correct client entries for insurance proceeds based on restated prior period

AJE 11 12/31/2019
AJE 11 12/31/2019
AJE 11 12/31/2019
AJE 11 12/31/2019

BUILDING 01-140-50 8-7-1 (20,800.00)
ACCUM.DEPR BUILDING 01-140-60 8-7-1 20,800.00
DEFERRED INCOME - OTHER 01-430-25 8-7-1 20,799.82
Insurance recoveries 01-699-99 8-7-1 (20,799.82)

To impair building contents based on insurance proceeds received in 2019 from Redhammer's carrier

and reclassify as income in 2019

AJE 12 12/31/2019
AJE 12 12/31/2019
AJE 12 12/31/2019
AJE 12 12/31/2019
AJE 12 12/31/2019

BUILDING 01-140-50 8-7-1 (71,659.00)
ACCUM.DEPR BUILDING 01-140-60 8-7-1 71,659.00
DEFERRED INCOME - OTHER 01-430-25 8-7-1 107,905.92
GEN.FUND BALANCE PRIOR YEARS 01-501-00 8-7-1 (122,237.65)
Disposal of asset 01-895-99 8-7-1 14,331.73

Based on restated prior period entry to be recorded in 2019 for insurance and roof replacement

316,140.23 (316,140.23)

AJE09  12/31/2018
AJE 09 12/31/2018
AJE09  12/31/2018
AJE 09 12/31/2018
AJE09  12/31/2018

PREPAID EXPENSES 01-130-00 8-7-1 14,331.73
BUILDING 01-140-50 8-7-1 (71,659.00)
ACCUM.DEPR BUILDING 01-140-60 8-7-1 71,659.00
DEFERRED INCOME - OTHER 01-430-25 8-7-1 107,905.92
Insurance recoveries 01-699-99 8-7-1 (122,237.65)

Prior priod adjustment for treatment of roof replacement and insurance proceeds

193,896.65 (193,896.65)
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MARR AND COMPANY, P.C.

Certified Public Accountants ‘4 A C PA®

Employee Benefit Plan Audit
Quality Center Member

Government Audit
Quality Center Member

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
National Auctioneers Association
Overland Park, Kansas

We have audited the accompanying financial statements of National Auctioneers Association (a nonprofit
organization), which comprise the statements of financial position as of December 31, 2019 and 2018, and
the related statements of activities, functional expenses, 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 on our audits. We conducted our
audits 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 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 National Auctioneers Association as of December 31, 2019 and 2018, 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.
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Board of Directors
National Auctioneers Association

Emphasis of Matter - Correction

As discussed in Note 15 to the financial statements, the 2018 financial statements have been restated to
correct a misstatement. Our opinion is not modified with respect to this matter.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
schedules of auxiliary activities on pages 20-22 are 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, such information is fairly
stated in all material respects in relation to the financial statements as a whole.

l/ﬁw aud ﬁupﬂ7

Marr and Company, P.C.
Certified Public Accountants

Kansas City, Missouri
June 18, 2020



NATIONAL AUCTIONEERS ASSOCIATION

STATEMENTS OF FINANCIAL POSITION
As of December 31, 2019 and 2018

2019 2018
ASSETS
Cash $ 511,438 § 406,610
Receivables, net 15,952 20,342
Investments 1,130,394 1,166,020
Prepaid assets and expenses 56,468 64,054
Capital assets, net of accumulated depreciation 323,283 346,641
TOTAL ASSETS $2,037,535 $2,003,667
LIABILITIES AND NET ASSETS

Payables and withholdings $ 94342 § 90,567
Accrued liabilities 49,617 57,879
Deferred revenue 1,011,097 1,097,049
Total Liabilities 1,155,056 1,245,495

Net Assets:
Without Donor Restrictions 882,479 758,172
Total Net Assets 882,479 758,172
TOTAL LIABILITIES AND NET ASSETS $2,037,535 $2,003,667

See accompanying Independent Auditor’s Report and Notes to these financial statements.



NATIONAL AUCTIONEERS ASSOCIATION

STATEMENTS OF ACTIVITIES
For the Years Ended December 31, 2019 and 2018

SUPPORT, REVENUE & OTHER INCOME

Membership dues

Program designation fees
Education designation fees
Auxiliary fees

Conference and show income
Advertising and publication income
Contributions and donations
Noncash contributions
Management fees

Lease income

Investment return

Insurance recoveries from claims
Other income

Total Support, Revenue & Other Income

EXPENSES

Program Services

Supporting Activities:
General & Administrative
Fundraising Expenses

Total Supporting Activities
Total Expenses
Changes in Net Assets

Net Assets, beginning of year
Net Assets, end of year

Without Without
Donor Donor
Restrictions Restrictions
2019 2018
$ 971,363 $ 1,017,480

472,875 538,534
160,300 171,772

18,805 14,787
638,477 573,209
231,910 181,413
53,524 55,146
3,643 4,500
27,917 25,000
24,000 24,000
114,979 (4,083)
20,800 122,238
16,549 8,847
2,755,142 2,732,843
1,706,077 1,757,843
878,314 859,079
46.444 41,376
924,758 900.455
2,630,835 2,658,298
124,307 74,545
758,172 683,627
$ 882,479 $_758,172

See accompanying Independent Auditor’s Report and Notes to these financial statements.



NATIONAL AUCTIONEERS ASSOCIATION

STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended December 31, 2019

Supporting Activities

Total Total
Program General & Support
Services Administrative Fundraising Activities Total

Salary and wages $ 644,922 $161,231 $ 0 $161,231 $ 806,153
Payroll taxes and benefits 112,523 28,131 0 28,131 140,654
Staff travel and development 5,285 2,265 0 2,265 7,550
Board travel and meetings 77,561 19,390 0 19,390 96,951
Education program expense 299,252 128,251 0 128,251 427,503
Conference and show expense 289,573 222,748 44,550 267,298 556,871
Publications and advertising 76,951 19,238 0 19,238 96,189
Public relations 28,294 7,074 0 7,074 35,368
Membership services and development 34,145 11,382 0 11,382 45,527
Auxiliary members 25,808 6,452 0 6,452 32,260
Occupancy and grounds 0 59,433 0 59,433 59,433
Office equipment and maintenance 0 99,104 0 99,104 99,104
Office supplies and operations 18,944 17,050 1,894 18,944 37,888
Professional fees 24,524 6,131 0 6,131 30,655
Insurance and taxes 0 26,783 0 26,783 26,783
Interest and charges 42,804 10,701 0 10,701 53,505
Other expense 20,798 10,713 0 10,713 31,511
Depreciation expense 4,693 42,237 0 42,237 46,930

TOTAL EXPENSES $ 1,706,077 $ 878,314 $ 46,444 $ 924,758 $ 2,630,835

See accompanying Independent Auditor’s Report and Notes to these financial statements.



NATIONAL AUCTIONEERS ASSOCIATION

STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended December 31, 2018

Supporting Activities

Total Total
Program General & Support
Services Administrative Fundraising Activities Total

Salary and wages $ 625,093 $ 156,273 $ 0 $ 156,273 $ 781,366
Payroll taxes and benefits 112,493 28,123 0 28,123 140,616
Staff travel and development 13,474 5,774 0 5,774 19,248
Board travel and meetings 96,585 24,146 0 24,146 120,731
Education program expense 378,160 162,069 0 162,069 540,229
Conference and show expense 259,407 199,544 39,909 239,452 498,859
Publications and advertising 80,094 20,024 0 20,024 100,118
Public relations 41,018 10,254 0 10,254 51,272
Membership services and development 43,977 14,659 0 14,659 58,636
Auxiliary members 17,526 4,382 0 4,382 21,908
Occupancy and grounds 0 49,644 0 49,644 49,644
Office equipment and maintenance 0 100,367 0 100,367 100,367
Office supplies and operations 14,677 13,209 1,468 14,677 29,354
Professional fees 23,437 5,859 0 5,859 29,296
Insurance and taxes 0 26,337 0 26,337 26,337
Interest and charges 41,461 10,365 0 10,365 51,826
Other expense 7,770 4,003 0 4,003 11,773
Depreciation expense 2,672 24,046 0 24,046 26,71 8

TOTAL EXPENSES $ 1,757,843 $ 859,079 $41,376 $ 900,455 $ 2,658,298

See accompanying Independent Auditor’s Report and Notes to these financial statements.



NATIONAL AUCTIONEERS ASSOCIATION

STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2019 and 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets

Adjustments to reconcile change in net assets to net
cash flows from operating activities —
Net realized/unrealized (gain)/loss on investment securities
Loss on disposal of prepaid asset
Depreciation
Changes in assets and liabilities:
Receivables
Prepaid expenses
Payables and withholdings
Accrued liabilities
Deferred revenue

Total Adjustments

Net Cash Flows from Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment
Purchase of investments
Sale of investments

Net Cash Flows from Investing Activities
Net Change in Cash

CASH - BEGINNING OF YEAR
CASH - END OF YEAR

See accompanying Independent Auditor’s Report and Notes to these financial statements.

2019 2018
$124307 $ 74,545
(72,601) 42,589
14,332 0
46,931 26,718
4,390 (15,484)
(6,746) (26,446)
3,775 (12,816)
(8,262) 7,232
(85.952) (57.592)
(104.133) (35.799)
20,174 38,746
(23,573) (72,497)
(516,649)  (972,406)
624.876 850,524
84,654 (194,379)
104,828 (155,633)
406,610 562,243
$511,438  $406,610
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 1: ORGANIZATION

National Auctioneers Association (the “Association”) was originally incorporated in Nebraska in 1967 as a
Nebraska Not for Profit Corporation and was subsequently merged to form a not for profit corporation
under the name, NAA, Inc., and incorporated in Kansas in 1997 under the General Not-for-Profit
Corporation Act. The Association provides educational services and information regarding the
auctioneering profession. Magazines are published as part of the member's annual dues investment, a
convention is presented annually, and several seminars are presented throughout the year. The
Association also has an Auxiliary (“NAA Auxiliary” or “Auxiliary”’) through which non-auctioneers can
assist the Association.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Financial Statement Presentation

During the fiscal year ended December 31, 2018, the Association implemented Financial Accounting
Standards Board (FASB) Accounting Standards Update (“ASU”) 2016-14 as it relates to FASB’s
Accounting Standards Codification (“ASC”) Topic 958-205, Not-for-Profit Entities: Presentation of
Financial Statements. FASB ASC 958-205 requires that all not-for-profit organizations provide a
statement of financial position, a statement of activities and a statement of cash flows. FASB ASC
958-205 requires disclosing the amounts of expenses by both their natural classification and their
functional classification. The Association is required to report information regarding its financial
position and activities according to two classes of net assets, which is as follows.

Net Assets With Donor Restrictions - Net assets subject to donor (or certain grantor)
imposed restrictions. Donor-imposed restrictions may be temporarily in nature, such as
those that will be met by the passage of time or other events specified by the donor.
Donor-imposed restrictions may be perpetual in nature, where the donor stipulates that the
resources be maintained in perpetuity. Gifts of long-lived assets and gifts of cash
restricted for the acquisition of long-lived assets are recognized as revenue when the assets
are placed into service. Donor-imposed restrictions are released when a restriction
expires, that is, when the stipulated time has elapsed, when the stipulated purpose for
which the resource was restricted has been fulfilled, or both. The Association did not
carry a balance of net assets with donor restrictions as of December 31, 2019 and 2018.

Net Assets Without Donor Restrictions - Net assets available for use in general operations
and not subject to donor (or certain grantor) restrictions. These also include net assets
without donor restrictions subject to self-imposed limits by action of the governing board
called board-designated net assets. The board-designated net assets may be earmarked for
future programs, investment, contingencies, purchase or construction of capital assets, or
other uses. See Note 9 for detail.




NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B. Cash and Cash Equivalents

For purposes of the statement of cash flows, the Association considers investments with original
maturity dates of 90 days or less, cash on deposit, and cash on hand to be cash equivalents.

Concentration of Credit Risk

Deposits held in the Association’s bank accounts are insured by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000. The Association had deposits in excess of insurance levels
totaling $0 and $191,331 at December 31, 2019 and 2018, respectively. The Association maintains its
cash with high quality institutions, which the Association believes limits these risks.

C. Investments

The Association’s investments are valued at fair value in accordance with accounting principles
generally accepted in the United States of America (GAAP). GAAP defines fair value as the price that
would be received from selling an asset in an orderly transaction between market participants at the
measurement date and establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. This hierarchy consists of three broad levels: Level 1 inputs
consist of unadjusted quoted prices in active markets for identical assets and have the highest priority,
Level 2 inputs consist of observable inputs including quoted prices in active markets for similar assets
and Level 3 inputs consist of unobservable inputs that are supported by little or no market activity and
have the lowest priority. The Association uses appropriate valuation techniques based on the available
inputs to measure the fair value of its investments.

D. Accounts Receivable

The majority of the Association's receivables is due from advertisers for advertisements placed in the
Association's newsletter and magazine. Receivables are recorded at amounts due from advertisers, net
of an allowance for doubtful accounts. Credit is extended based on evaluation of an advertiser's
financial condition; generally, collateral is not required. Receivables are considered past due after
thirty days. The Association writes off receivables when they become uncollectible. At December
31, 2019 and 2018, the allowance for doubtful accounts was $471.

E. Capital Assets

Property and equipment are recorded at cost if purchased and fair value if donated with depreciation
computed using the straight-line method over the estimated useful life of the assets. The Association
has a written policy establishing a dollar amount above $1,500 to which a fixed asset will be
capitalized. Repairs and maintenance are charged to operations as incurred. The estimated useful
lives are as follows:

Building and improvements 10-39 years
Equipment 5-7 years
Furniture & fixtures 5-7 years
Software 3 years

~10—



NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

F. Compensated Absences

Employees of the Association are entitled to paid time off (PTO), based on years of service.
Employees are allowed to accumulate unused PTO with a maximum of 150% of the annual hours
earned and, upon separation, are paid out 50% of the unused accrued PTO hours at the employees’
current pay rate. Accordingly, the unused accrued paid time off liability recorded as of December 31,
2019 and 2018 was $49,617 and $57,879, respectively.

G. Deferred Revenue

Deferred revenues typically result from the advance collection of membership dues including lifetime
memberships, office building rent covering subsequent fiscal years, and educational seminars and event
fees in the following fiscal year. Membership dues are deferred upon receipt and recognized as
revenue ratably over the applicable membership period based on the member’s anniversary month.
Lifetime membership dues are recognized over 18 years from the original investment period. Annual
educational seminar and event fees are recognized when the event occurs.

H. Contributions

The Association has elected to report contributions restricted by donors as increases in net assets
without donor restrictions if the restrictions expire in the reporting period in which the revenue is
recognized. All other donor restricted contributions are reported as increases in net assets with donor
restrictions, depending on the nature of the restrictions. When a restriction expires, net assets with
donor restrictions are reclassified to net assets without donor restriction and reported on the statement
of activities as net assets released from restriction. Promises to give are recognized as income when
the promise is received.

I. In-Kind Contributions and Contributed Services

Contributed services are recognized at fair value if the services received (a) create or enhance
long-lived assets or (b) require specialized skills, are provided by individuals processing those skills,
and would typically need to be purchased if not provided by donation. Contributions of tangible assets
are recognized at fair value when received. The amounts reflected in the accompanying financial
statements as in-kind contributions are offset by like amounts included in expenses.

The Association received contributed services and materials with a fair value on the dates of donation
during 2019 and 2018 as follows:

2019 2018
Conference and Show cashier services $ 1,000 $ 2,500
Conference and Show signage 2,500 2,000
Marketing certificates 143 0
$ 3,643 $ 4,500
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

J.

Functional Expenses

Expenses are charged to each program based on direct expenditures incurred. Functional expenses
which cannot readily be related to a specific program are allocated between program expenses and
general and administrative expenses based on percentage relationships developed by management
based upon hours worked, number of program staff and employees, square footage of space, or other
reasonable methods for allocating the Association’s multiple function expenditures.

Income Taxes

The Association is a nonprofit organization exempt from federal income taxes under Section 501(c)(6)
of the Internal Revenue Code but may be subject to unrelated business income tax. No unrelated
business income tax was incurred for the years ended December 31, 2019 and 2018. The Association
has adopted the provisions of ASC 740-10 as it might apply to the Association’s financial transactions.
The Association’s policy is to record a liability for any tax provision that is beneficial to the
Association, including any related interest and penalties, when it is more likely than not the position
taken by management with respect to the transaction or class of transactions will be overturned by a
taxing authority upon examination. Management believes there are no such positions as of December
31, 2019 and 2018, and accordingly, no liability has been accrued. For all previous fiscal years, the
federal form 990 has been filed in a timely manner.

Advertising

The Association utilizes its own publications to satisfy its advertising needs. Therefore, any
advertising expenses are accounted for indirectly as a portion of the publishing expenses of these
publications.

Use of Estimates

The process of preparing financial statements in conformity with GAAP requires the use of estimates
and assumptions regarding certain types of assets, liabilities, revenues and expenses. Such estimates
primarily relate to unsettled transactions and events as of the date of the financial statements.
Accordingly, upon settlement, actual results may differ from estimated amounts.

Risk Management

The Association is exposed to various risks of loss from torts, theft of, damage to and destruction of
assets; business interruption, errors and omissions; employee injuries and illnesses; natural disasters;
and employee health, dental and accident benefits. Commercial insurance coverage is purchased for
claims arising from such matters. Settled claims have not exceeded this commercial coverage in any
of the three preceding years.

Subsequent Events
Management has evaluated events and transactions that have occurred since December 31, 2019, and
reflect their effects, if any, in these financial statements through June 18, 2020, which is the date the

financial statements were made available for release.
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 3: NAA AUXILIARY FUNDS

The Auxiliary of the Association has established a fund to pay annual scholarships to qualifying candidates.
The Auxiliary authorized seven scholarships in 2019 and four scholarships in 2018.

The Auxiliary raises funds for the scholarships by selling "Unsung Heroes" prints. They also supplement
the income from this campaign by holding other fundraising activities during the year. Certain proceeds
from the fund are designated for the growth of the fund. The balance of the scholarship fund as of
December 31, 2019 and 2018 was $119,414 and $124,286, respectively.

The Auxiliary also raises funds for the Hall of Fame project at the Association’s headquartered offices.
The balance of the Hall of Fame fund as of December 31, 2019 and 2018 was $1,800.

NOTE 4: INVESTMENTS

The Association’s investments are recorded at market value. Following is a summary of investments held
at December 31, 2019 and 2018.

2019 2018
Broker cash funds $ 5,600 $ 3,226
Certificates of deposit (12 months or less) 0 588,442
Exchange traded funds — fixed income 169,732 89,428
Mutual funds — equities 713,350 364,824
Mutual funds — fixed income 241,712 120,100
Total investments $1.130,394 $ 1,166,020

NOTE 5: FAIR VALUE MEASUREMENTS

The Association has adopted ASC 820, Fair Value Measurements and Disclosures. ASC 820 defines fair
value, establishes a framework for measuring fair value and expends disclosure about fair value
measurements. ASC 820 defines fair value as the exchange price that would be received for an asset or
paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction value hierarchy which requires an entity to maximize the use of
observable inputs when measuring fair value.
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 5:  FAIR VALUE MEASUREMENTS (continued)

The standard describes three levels of inputs that may be used to measure fair value.

Level 1 Quoted prices in active markets for identical assets or liabilities. Where quoted market
prices are available in an active market, securities are classified within Level 1 of the
valuation hierarchy.

Level 2 Inputs are directly or indirectly observable estimates from quotes for similar but not
identical assets and liabilities, market trades for identical assets not actively traded or other
external independent means

Level 3 Unobservable inputs that are supported by little or no market activity and that is significant
to the fair value of the assets or liabilities. In certain cases where Level 1 or 2 criteria are
not applicable, then securities are designated as Level 3.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value. There
have been no changes in the methodologies used at December 31, 2019.

Common stocks: Valued at the closing price reported on the active market on which the individual
securities are traded.

Mutual funds: Valued at the daily closing price as reported by the fund. Mutual funds held by the
Foundation are open-end mutual funds that are registered with the SEC. These funds are required to
publish their daily net asset value (NAV) and to transact at that price. The mutual funds held by the
Association are deemed to be actively traded.

Exchange Traded Funds - Where quoted market prices are available in an active market, securities are
classified within Level 1 of the valuation hierarchy. Level 1 securities would include highly liquid
exchange traded equities.

Corporate bonds: Valued using pricing models maximizing the use of observable inputs for similar
securities. This includes basing value on yields currently available on comparable securities of issuers

with similar credit ratings.

U.S. government securities: Valued using pricing models maximizing the use of observable inputs for
similar securities.

Certificates of deposit: Valued using the rates currently offered for deposits of similar remaining
maturities.
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 5:  FAIR VALUE MEASUREMENTS (continued)

The following sets forth information about the level within the fair value hierarchy at which the
Association’s financial assets are measured on a recurring basis as of December 31, 2019:

Fair Value Level 1 Level 2 Level 3

Cash / Money fund $ 5600 S 5,600 $ 0 $ 0
Exchange traded funds — fixed income 169,732 169,732 0 0
Mutual funds — equities 713,350 713,350 0 0
Mutual funds — fixed income 241,712 241,712 0 0
Total Investments $1,130,394  $1,130,394 $ 0 $ 0

The following sets forth information about the level within the fair value hierarchy at which the
Association’s financial assets are measured on a recurring basis as of December 31, 2018:

Fair Value Level 1 Level 2 Level 3

Cash / Money fund $ 3,226 $ 3,226 $ 0 $ 0
Certificates of deposit 588,442 0 588,442 0
Exchange traded funds — fixed income 89,428 89,428 0 0
Mutual funds — equities 364,824 364,824 0 0
Mutual funds — fixed income 120,100 120,100 0 0
Total Investments $ 1,166,020 $ 577,578 $ 588,442 $ 0

NOTE 6: LIFETIME MEMBERSHIPS

In prior years, members of the Association had the opportunity to purchase life memberships. Those funds
and earnings thereon were placed in Board-designated investments and are maintained separately from the
Association's operating account. The balance of the Board-designated lifetime membership fund was
$353,881 and $315,016 at December 31, 2019 and 2018, respectively. The Association ceased selling this
membership option; however, the existing members will continue to receive the benefits of this program.

NOTE 7: CAPITAL ASSETS

Capital assets consist of the following as of December 31:

_2019 _2018

Land $ 134,061 $ 134,061
Building and improvements 1,276,116 1,293,856
Equipment 105,486 87,080
Furniture and fixtures 134,516 134,516
Software 185,796 183,689
Less: Accumulated Depreciation (1,512,692) (1,486,561)
Net Capital Assets $_ 323,283 $ 346,641

Depreciation expense for the years ended December 31, 2019 and 2018 was $46,931 and $26,718,
respectively.
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 8: DEFERRED REVENUE

Unearned deferred revenue resulting from the advance collection of membership dues, prior offering of
lifetime memberships, office building rent covering subsequent fiscal years, and educational seminars and
event fees in the following fiscal year consist of the following as of December 31:

2019 2018
Membership dues § 603,549 § 619,528
Lifetime membership dues 50,488 63,138
Building lease rent 304,000 328,000
Educational seminars and events 53.060 86,383
Total Unearned deferred revenue $1,011,097 $ 1,097,049

NOTE 9: NET ASSETS WITHOUT DONOR RESTRICTION

The net assets without donor restrictions were as follows at December 31.

2019 2018
Undesignated net assets without donor restrictions $272,948 $ 168,862
Board designated for following purposes:
Lifetime membership 353,881 315,016
NAA Auxiliary scholarships 119,439 124,286
NAA Auxiliary hall of fame 1,800 1,800
Building future repairs and maintenance 134,411 148,208
Total board designated net assets 609,531 589.310
Total net assets without donor restrictions $ 882,479 $ 758,172

NOTE 10: LESSOR COMMITMENT

The Association entered into a facility lease agreement in September 2007 with the National Auctioneers
Foundation (the Foundation), a related organization, in which the Foundation leases a portion of the
Association's building. The lease is for twenty-five years with a monthly rate of $2,000. This lease
expires in August 2032, unless sooner terminated in accordance with the provisions of the lease agreement.
The Foundation has prepaid the lease in its entirety.

Deferred rent revenue totaled $304,000 and $328,000 at December 31, 2019 and 2018, respectively, and
will be recognized in revenue as follows:

Year ending December 31, Amount
2020 $ 24,000

2021 24,000

2022 24,000

2023 24,000

2023 24,000
Thereafter 184,000

$ 304,000
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 11: CONTRACT COMMITMENTS

Annual Conference and Show

In June 2017, the Association entered into a contract for venue related to the Annual Conference and Show
held in July 2019. In 2018, the Association entered into two separate contracts for venue locations of the
annual event to be held in July 2020 and another held in July 2021.

Designation Academy
In December 2017, the Association entered into two separate contracts for a venue located Las Vegas
related to the Designation Academy event held in December 2018 and another held in December 2019.

Digital Marketing Summit
In June 2019, the Association entered into a contract for venue related to the Digital Marketing Summit held
in February 2020.

These event contracts each contain cancellation clauses that would make the Association liable for the
events held in the respective year if they were to be cancelled. Due to the COVID-19 global pandemic, the
Association cancelled various events that were scheduled in 2020. As of the report date, the Association
has been able to terminate the contracts for the venues associated with the events without penalty. In
addition, the Association purchases event insurance to mitigate the exposure for the events.

2020 $ 544,790
2021 230,750

$ 775,540

NOTE 12: RELATED PARTIES AND AFFILIATED ORGANIZATIONS

Members of the Board of Directors

The Association sells advertising space in its publication, The Auctioneer. Several members of the Board
of Directors purchase advertising space in the publication for their outside businesses and for campaign
advertisements for the Board. No amounts were outstanding from Directors at December 31, 2019 and
2018. The amount of advertising revenue received from members of the Board of Directors was $2,051
and $2,400 during the years ended December 31, 2019 and 2018, respectively.

Members of the Board of Directors are utilized as instructors for the designation program seminars made
available to the members. The amounts paid to related party instructors during the years ended December
31,2019 and 2018 were $9,450 and $6,088, respectively.

National Auctioneer Foundation

The Foundation pays monthly management fees to the Association. Total management fee income
recognized by the Association was $27,917 and $25,000 for the years ended December 31,2019 and 2018,
respectively. The Foundation also reimburses the Association for items such as postage and conference
calls, and the Association collects dues on the Foundation's behalf and remits them to the Foundation
monthly. The amounts due to the Foundation at December 31, 2019 and 2018 were $211 and $2,991,
respectively.

During the years ended December 31, 2019 and 2018, the Foundation contributed $36,000 and $40,000 to
the Association, respectively.
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NATIONAL AUCTIONEERS ASSOCIATION

NOTES TO FINANCIAL STATEMENTS
December 31, 2019 and 2018

NOTE 13: DEFINED CONTRIBUTION PLAN

The Association maintains a 401(k) savings plan for all eligible employees. All participants may elect to
defer up to 20% of their salary on a pre-tax basis but cannot exceed the amount of allowable contributions
established by the Internal Revenue Service for a given calendar year.

All full-time employees are eligible to receive a matching contribution from the Association after one year
of employment. The Association makes a contribution equal to 100% of an employee's salary deferrals
that do not exceed 4% of the employee's compensation. The Association had contribution expense for the
plan totaling $17,300 and $26,444 for the years ended December 31, 2019 and 2018, respectively.
Participants are fully vested in both their salary deferral and the matching contributions.

NOTE 14: LIQUIDITY AND AVAILABILITY

The Association regularly monitors liquidity required to meet its operating needs and other contractual
commitments, while also striving to maximize the investment of its available funds. For purposes of
analyzing resources available to meet general expenditures over a 12-month period, the Association
considers all expenditures related to its ongoing program activities as well as the conduct of services
undertaken to support those activities to be general expenditures. As of December 31, 2019, the following
financial assets could readily be made available within one year of the statement of financial position date
to meet general expenditures:

Cash $ 511,438
Accounts receivable 15,952
Investments 1,130,394
Less: Board-designated assets (609.,506)
$ 1,048,278

NOTE 15: PRIOR PERIOD ADJUSTMENT

During the year ended December 31, 2019, the Association performed additional analysis on insurance
proceeds received in 2018 from an insurance claim filed that was classified as deferred revenue as of
December 31, 2018. The Association determined the proceeds were not unearned deferred revenue and,
they should, therefore, be recorded as other income at the time the claim was approved as well as an
impairment on the building asset for the estimated historical cost. Accordingly, the Association restated
its financial statements for the year ended December 31, 2018. The effect of the restatement on the change
in net assets and financial position as of and for the year ended December 31, 2018 are as follows.

As Previously

Reported Restated
Insurance recoveries from claims $ 0 $ 122,238
Change in net assets (47,693) 74,545
Building and improvements $1,365,515 $ 1,293,856
Accumulated depreciation (1,558,220) (1,486,561)
Prepaid assets and expenses 49,722 64,054
Deferred revenue 1,204,955 1,097,049
Net assets without donor restrictions 635,934 758,172
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NATIONAL AUCTIONEERS ASSOCIATION

STATEMENT OF FINANCIAL POSITION - AUXILIARY

As of December 31, 2019 and 2018

ASSETS

Cash
Due from Association
Designated assets limited as to use

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Net Assets Without Donor Restrictions:
Undesignated

Board Designated — Scholarship Fund
Board Designated — Hall of Fame Fund

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

See accompanying Independent Auditor’s Report.
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2019 2018
$ 56,061 $ 56,718
150 1,725
121,239 126,086
$ 178,050 $ 184,529
$ 56,811 $ 58,443
119,439 124,286
1,800 1,800
178,050 184,529
$ 178,050 $ 184,529




NATIONAL AUCTIONEERS ASSOCIATION

STATEMENT OF ACTIVITIES - AUXILIARY
For the Year Ended December 31, 2019

Undesignated Designated Totals
SUPPORT, REVENUE & OTHER INCOME
Membership dues $ 6,975 $ 0 $ 6,975
Special contributions 0 6,200 6,200
Fun Auction proceeds 6,153 2,224 8,377
Unsung Heroes print 0 2,820 2,820
Interest income 0 884 884
Other income 0 525 525
Total Support, Revenue & Other Income 13,128 12,653 25,781
EXPENSES
Management fees 6,600 0 6,600
Conference and Show 6,335 0 6,335
Membership/Newsletter 134 0 134
Scholarships 0 17,500 17,500
Long-range planning _1.,691 0 _ 1,691
Total Expenses 14,760 17,500 32,260
Changes in Net Assets (1,632) (4,847) (6,479)
NET ASSETS, BEGINNING OF YEAR 58.443 126,086 184,529
NET ASSETS, END OF YEAR $ 56,811 $121,239 $ 178,050

See accompanying Independent Auditor’s Report.
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NATIONAL AUCTIONEERS ASSOCIATION

STATEMENT OF ACTIVITIES - AUXILIARY

For the Year Ended December 31, 2018

SUPPORT, REVENUE & OTHER INCOME

Membership dues

Special contributions

Fun Auction proceeds
Unsung Heroes print

Hall of Fame contributions
Interest income

Other income

Total Support, Revenue & Other Income

EXPENSES
Management fees
Conference and Show
Membership/Newsletter
Scholarships
Long-range planning
Operating

Total Expenses

Changes in Net Assets

NET ASSETS, BEGINNING OF YEAR
NET ASSETS, END OF YEAR

See accompanying Independent Auditor’s Report.
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Undesignated Designated
$10,277 $ 0
0 5,350

3,736 1,301

0 3,010

0 55

0 894

_ 0 _ 440
14,013 11,050
6,600 0
4,786 0
197 0

125 10,000

0 0

199 0
11,907 10,000
2,106 1,050
56,337 125,036
$ 58,443 $ 126,086

Totals

$ 10,277
5,350
5,037
3,010

894
440
25,063

6,600
4,786





