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Chapter Financial Management and Administration Policy 

Frequently Asked Questions 
 

BACKGROUND and KEY ELEMENTS of the POLICY 
 
Q:  What does the Policy do? 
A:  The Chapter Financial Management and Administration Policy (“Policy”) creates a uniform 

system for financial management and administration throughout the entire organization.  
Through this Policy, the Appraisal Institute’s 80 Chapters may utilize and leverage 
professional services, technology, resources and other expertise to be more efficient, 
effective, sound and productive in their financial management and administration, to the 
ultimate benefit of Appraisal Institute members, candidates, practicing affiliates and 
affiliates.  

 
The Policy provides relief to Chapters by transferring accounting functions to the national AI 
Finance Department.  In other words, the Policy changes who performs the accounting, 
issues payments, drafts financial statements, files tax returns, supports the annual audit 
function and performs other financial administrative functions. This concept is similar to the 
current policy regarding Region finances under the Regional Financial Policies and 
Procedures, which has been in place for approximately a decade.  The Policy is akin, in 
some respects, to what some Chapters already do through the retention of association 
management companies that perform these services on behalf of the Chapter. 

 
Q:  Is a copy of the Policy available to the Chapters? 
A:  The entire Policy previously was released to Chapters and may be accessed here. 
 
Q:  Can Chapters opt-in or opt-out of the Policy? 
A:   No.  The Policy applies to all Appraisal Institute Chapters. Providing services under the 

Policy only to some Chapters would require the support of multiple technology systems, 
would be more costly for participating Chapters, would create an environment whereby 
errors, misunderstandings and issues are much more likely to occur, and would limit the 
overall benefits and safeguards of the Policy to the entire organization. 

 
All Chapters will not move to the new system immediately or at the same time.  Transitions 
are anticipated to occur at different times over the course of the next year. 
 

Q: Have other associations undergone this type of financial management change? 
A: Yes.  The Appraisal Institute is aware of other associations that have undergone or are in 

the process of implementing a similar transition. Furthermore, a significant number of 
associations, including a number of Appraisal Institute Chapters, utilize association 
management companies to provide administrative, financial and other support similar to 
ones outlined in the Policy.  

http://www.appraisalinstitute.org/file.aspx?DocumentId=1677
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Q:  How can Chapters participate in the beta test of the program? 
A: Ten Chapters already have asked to participate in the beta test of the program, but more are 

welcome to volunteer.  Ultimately, participation in the beta test will not necessarily be 
determined solely on a first-come, first-served basis.  The Appraisal Institute will consider a 
variety of factors in deciding which Chapters to include in the beta test so as to enhance the 
value and benefit of the test.  For example, participation of Chapters ranging in size and 
functionality will be helpful.   

 
Participation in the beta test provides a great opportunity for Chapters to provide input on 
how the Policy can best work. Chapters interested in participating should notify the 
Appraisal Institute’s Chief Financial Officer at bswacha@appraisalinstitute.org. 
   

 
BENEFITS of the POLICY 
 
Q: What are some of the benefits of the Policy to Chapters? 
A:  The following are some of the primary benefits of the Policy to Chapters, their volunteers and 

AI professionals who belong to the Chapters: 
 

1. Enables Chapters to focus efforts on service to Designated Members, Candidates, 
Practicing Affiliates and Affiliates by reducing administrative responsibilities; 

2. Enables Chapters to continue to maintain decision-making responsibilities over the use 
of financial resources within Chapter; 

3. Reduces Chapter volunteer administrative workload; 
4. Eliminates some Minimum Chapter Criteria; 
5. Eliminates Chapter reviews; 
6. Provides Chapters with the benefit of an annual audit as part of the overall Appraisal 

Institute annual audit; 
7. Reduces financial and other risks to Chapters, their Boards and AI professionals who 

belong to the Chapters; 
8. Enhances the security and management of funds held by Chapters; 
9. Enables Chapters to benefit as a whole from greater potential returns on investment 

based on volume, professional investment services, etc.; 
10. Provides access to consistent and timely financial information; and 
11. Provides Chapters with consistent professional accounting services. 

 
Q:  Under the Policy, what are some of the financial safeguards and resources that 

Chapters will receive?  
A: The Policy states that the AI Finance Department will establish and maintain, at a minimum, 

industry standard internal controls in performing its responsibilities under this Policy.  
 
The AI Finance Department is managed and staffed by credentialed, trained accountants. 
As such, the availability of multiple staff in the Finance Department enables the following: 

mailto:bswacha@appraisalinstitute.org
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1. Adequate segregation of duties whereby at least two individuals are involved in 

every transaction;  
2. Accountants maintain accounting records; 
3. The reviews and reconciliations of accounts are performed on a timely basis; 
4. Bank security features (such as dual signatures on all checks, positive pay, use 

of tokens to substantiate identity of authorized user, etc.) are implemented for all 
accounts; 

5. Investments are overseen by the Finance Committee, the Board and outside 
investment experts; 

6. A specific bank restriction whereby transfers from the Reserve Portfolios may be 
processed only to a specified Appraisal Institute checking account and not 
staff/volunteer accounts; 

7. Electronic payments may be processed only with the involvement of two 
authorized individuals; and  

8. Significant transfers from Reserve Portfolios are confirmed by the bank, via 
telephone, with an authorized signer other than the person who initiated the 
transfer.  

 
Based on feedback from Chapters and four years of Chapter reviews, many banks currently 
utilized by Chapters do not support duplicate approval of electronic payments.  In fact, in 
many Chapters, one individual has the ability to invest or liquidate securities/CDs; transfers 
between accounts may be executed by one individual to any account; at times, account 
reconciliations are not performed on a timely basis, thus providing greater potential for 
unusual or inappropriate transactions to be missed or not quickly identified; and accounting 
records for some Chapters are updated only on a quarterly basis.  
 

Q: Which financial Minimum Chapter Criteria will be eliminated by this Policy? 
A: Chapters currently must comply with six financially-related minimum criteria: 
 

1. Submission of a board-approved budget by January 31; 
2. Compliance with the Internal Control Policy and submission of the Internal 

Control Form by January 31; 
3. Complete entering of all financial transactions and closing the prior year’s 

financial records by February 28; 
4. Participation in the Agreed-Upon Procedures (Chapter Reviews) and submission 

of required documents by April 30 and July 15; 
5. Completion of federal Form 990 by the IRS filing date; and 
6. Completion of state information or tax forms, if applicable. 

 
Upon transition to the Chapter Financial Management and Administration Policy and 
implementation of new processes, Chapters no longer will need to complete items 2, 3, 4 
and 5 listed above. Chapters will remain responsible for the development and submission of 
an approved budget and the completion of any state-specific information or tax forms. 
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Q:  Will Chapters be required to undergo the annual Agreed-Upon Procedures (review) in 

2017? 
A: Upon approval of the Policy, the national Board of Directors directed sun-setting of the 

Chapter Agreed-Upon Policy and Procedures. The AI Finance Department is in the process 
of implementing this portion of the motion. As such, it is anticipated that most, if not all, 
Chapters will not be required to undergo a financial review, per the Chapter Agreed-Upon 
Policy and Procedures in 2017. 

 
Q: Under the Policy, will Chapters still have to prepare and file Form 990 with the IRS? 

How will preparation fees be handled? 
A: Under the Policy, the AI Finance Department will prepare and file IRS Form 990 for the 

Chapters, relieving the Chapters of that burden. The expenses of preparation and filing 
these forms will be included the annual fee outlined in the Policy.  Chapters still will be 
required to prepare and file appropriate state forms in states requiring such filings. 

 
Q: Will dues payable to Chapters still be withheld for failure to meet Minimum Chapter 

Criteria? 
A:  Upon full implementation of the Policy, dues payable to Chapters no longer will be withheld 

for failing to meet financial Minimum Chapter Criteria.  
 
 
PROCEDURES RELATED to ADOPTION of the POLICY 
 
Q:  What is the relationship between the national organization and its Chapters, including 

on financial matters?   
A:  Since the Appraisal Institute’s formation 26 years ago, its Bylaws have provided that the 

national Board of Directors establishes from time-to-time such Chapters as it deems 
necessary and appropriate; that each Chapter exists solely by reason of the charter granted 
to it by the Appraisal Institute, and that the property and assets held by each Chapter is 
done so in trust for the Appraisal Institute as a whole.  

 
The Bylaws further provide that the national Board of Directors shall adopt and maintain 
Regulations governing Chapters, including dues, fees, elections, meetings, committees, 
revocation of Chapter charters and any other matter that the national Board deems 
appropriate to achieve the purposes of the Articles of Incorporation and the Bylaws.  
Regulation No. 8 provides that a Chapter may not act in a manner inconsistent with the 
national Bylaws, Regulations and policies of the Appraisal Institute.  The national Board 
endeavors to act in the best interests of the organization as a whole, including the 
establishment of financial policies related to Chapters. 

 
Q:  What Chapter input was considered in the development and adoption of the Policy?   
A:  The national organization and its Chapters have worked over many years on financial 

policies, controls and operations with goals such as promoting consistency, quality, security, 
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timely availability of financial data and achievement of industry standards.  Therefore, for 
example, over time, the national organization and its Chapters have worked on the Internal 
Control Policy, minimum Chapter criteria, bonding of independent contractors providing 
financial services, Chapter annual reviews and implementation of QuickBooks.  Regular 
revisions and updates regarding financial policies, controls and operations have occurred 
based on Chapter feedback. 

 
Some Chapters, through volunteer leaders and executive directors, voiced concerns 
regarding the challenges of QuickBooks, Chapter annual reviews, the logistics of following 
the Internal Control Policy, the administrative burdens and expenses of complying with 
Minimum Chapter Criteria and the withholding of dues for lack of compliance. The Policy 
addresses many, if not most, of the issues that Chapters have voiced regarding these areas.  
 
The Policy is, in fact, a natural and logical evolution in financial management and 
administration based, in part, on Chapter feedback regarding existing financial policies; 
Chapter feedback regarding financial and administrative challenges they face; Chapter 
experience in financial management; results of years of Chapter financial reviews; and the 
desire for efficient, effective and secure financial management and administration. 

 
Chapters will be able to and are strongly encouraged to provide input on the Policy and its 
implementation to help make the system work well, just as Chapters have provided input on 
previous policies over the years. 

 
Q:  Was the Policy sent to the Chapters and AI Professionals in a 45-day notice? 
A:  The Bylaws provide that a 45-Day Notice process is utilized for proposed amendments to the 

Bylaws, Regulation Nos. 1-3 regarding admissions, the Code of Professional Ethics and 
Standards of Professional Practice.  The Policy did not involve amendments to any of these 
documents and, therefore, 45-Day Notice was not appropriate. 

 
 

Q:  Was the Policy adopted in open session of the Board of Directors? 
A:  Yes.     
 
Q:  How quickly were Chapters informed of adoption of the Policy? 
A:  Chapters received notice of the Board’s decision to adopt the Policy within approximately 

one hour of the Board’s action. 
 
 
CHAPTER RESPONSIBILITIES 
 
Q: Communications about the Policy have stated: “Chapter(s) to retain all decision- 

making responsibilities over use of their financial resources.” How will Chapter 
“financial resources” change?  Will Chapters be given a budget? 
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A: All available financial resources for Chapter operations and programs will not change 
under this Policy. Under the Policy, the Chapter Board of Directors’ retains its responsibility 
to develop and approve an annual budget, to direct how the budgeted Chapter monies will 
be spent and to have final approval on such expenditures. 

 
 
Q:  Should Chapters continue submitting financial Minimum Chapter Criteria (MCC)? 
A: Yes. Chapters should continue completing and submitting MCC requirements on the 

specified due date until their Chapter has fully transitioned to the new Policy and has 
received confirmation from the AI Finance Department that they no longer need to fulfill 
specified MCC requirements. 

 
 
WHAT the POLICY DOES NOT DO  
 
Q:  Under the Policy, will Chapters be directed as to what education to offer or what fees 

to charge for education? 
A:  The Policy does not modify or impact any existing Chapter rights, responsibilities or 

procedures regarding the scheduling of education and the establishment of related tuition 
fees. 

 
Q:  Is this Policy a first step in forcing Chapters to merge? 
A: The Policy does not mention, imply, require or suggest Chapter mergers. Policies and 

process related to Chapter mergers remains the same as they have been. 
 
Q:  Under the Policy, must Chapters obtain approval of the national organization for its 

dues or fees? 
A:  The Policy does not modify or impact existing Chapter or national rights, responsibilities or 

procedures for the establishment of annual Chapter dues and fees.   
 
 
RESERVES 
 
Q:  Is this Policy a means for the national organization to use reserves held by Chapters 

to cover deficits or other expenses? 
A: No. The Appraisal Institute’s current financial position is excellent.  The Appraisal Institute 

continues to adopt balanced budgets and has worked especially hard over the years to 
successfully reduce expenses.  The Appraisal Institute also successfully has worked to bring 
its unrestricted reserves to the Board-approved goal of a minimum of six months of 
operating expenses, consistent with best practices. 

 
Under the Policy, Chapter Boards of Directors retain their responsibility over the assets held 
in trust by their Chapters. The Policy states that all payments, disbursements or use of 
assets held by a Chapter must be approved by its Chapter Board of Directors. 
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Q: Under the Policy, do Chapters maintain control over the use of reserve funds it holds 

(assets held in trust)? 
A:  The Policy does not modify any existing Chapter or national rights and responsibilities for 

the use of reserves held in trust by Chapters. The Policy states that the use of Reserve 
Funds held by chapters must be approved by the Chapter Board of Directors. 

 
Q: Will the national organization use reserves held in trust by Chapters? 
A: The Policy does not modify any existing Chapter or national rights and responsibilities for 

the use of reserves held in trust by Chapters.   
 

The Bylaws long have provided that “[e]ach Chapter….shall hold all of its property and 
assets in trust for the Appraisal Institute.” Therefore the assets held by Chapters are 
entrusted with the Chapters, but are held for the benefit of the entire Appraisal Institute.  
This has been the case since the Appraisal Institute was established 26 years ago. 

 
Q:  What will happen to existing Chapter investments? 
A:  To deposit funds into the national Reserve Portfolio, investments (I.e., CDs, stocks, bonds, 

etc.) will need to be liquidated. Details of the process and timing will be established during 
implementation based on Chapters’ investment vehicles and, if possible and practicable, the 
securities’ maturity dates, to minimize early liquidation penalty fees. 

 
Q: How will Chapters’ deposits within the Reserve Portfolio be tracked? 
A: The AI Finance Committee oversees the AI Investment Portfolio and ensures that 

investments adhere to the AI Investment Policy.  The AI Finance Department will track 
Chapters’ deposits within the Reserve Portfolio. As with all Appraisal Institute financial 
records, the deposits, investment balances and the allocation of net investment return will 
be audited annually by an outside independent certified professional accounting firm. The 
Reserve Portfolio also will be overseen by an outside independent investment advisor, who 
reports directly to the Appraisal Institute Finance Committee. 

 
Q: The Policy states that cash above three months of operating expenses will be 

invested in the Reserve Portfolio. What if a Chapter has less than three months of 
cash overall or is concerned that retaining only three months of operating expenses 
in a checking account will cause cash flow challenges? 

A: The Policy defines excess cash as “balances greater than three months of the average 
monthly Chapter operating expenses.” The average monthly expense is to be calculated 
over a three-year period to eliminate fluctuations in operations and cash flow. If a Chapter 
has cash and investments totaling less than three months of its average operating 
expenses, the entire balance would be placed in the checking account designed for that 
Chapter. In situations in which three months of operating expenses is insufficient to cover 
cash flow needs, a review and analysis may be performed to ensure that adequate cash is 
available to cover operations. 
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Q: Will Chapters receive interest earned on transferred balances? 
A:  Yes. A proportionate share of net investment income earned by the Reserve Portfolio will be 

allocated to each Chapter that has a deposit within the Portfolio. 
  
Q:  What is meant by “proportionate share” of net investment return being allocated to 

each Chapter from the Reserve Portfolio? 
A:  Net investment return will be allocated to all deposits held on behalf of Chapters within the 

Reserve Fund Portfolio on a quarterly basis. As an example, if a Chapter’s deposit 
represents 5% of the total Reserve Fund balance, and that quarter’s net investment return 
was $50,000, the Chapter would be allocated $2,500 of the overall return (5% of $50,000).  
 
Net investment return represents all interest, dividends, unrealized and realized 
gains/losses, less expenses directly attributable to management and oversight of the 
portfolio. Currently, the only expense being incurred to oversee the portfolio is a fixed fee 
from the outside investment advisor. 
 

Q:  What has been the return on national’s reserve investments? 
A: The Reserve Portfolio’s primary objective is to maintain liquidity, preserve capital and 

preserve purchasing power. Based on that objective, the Portfolio is more heavily weighed 
to Capital Preservation rather than Capital Appreciation. As such, returns will rarely track 
performance of the overall market. The 2016 net investment return was approximately 2.5%. 

 
Q:  Is interest income anticipated to improve for AI Chapters as a result of all funds being 

comingled in the Reserve Portfolio? 
A:  Comingling the corporations’ assets into a Reserve Portfolio will expose investment vehicles 

that otherwise are unavailable to Chapters, as many of these investments require six- or 
seven-figure minimum investments. Oversight by an outside independent investment 
advisor has and will continue to provide guidance on how to best structure the portfolio to 
achieve stated Portfolio objectives and returns. These factors will provide an increased 
return potential for the entire Reserve Portfolio; however, just as market performance cannot 
be predicted, a specific return cannot be guaranteed. 

  
Q: What investment vehicles are part of the Reserve Portfolio? 
A. The permissible investment vehicles are defined within the Reserve Fund Investment Policy 

which may be viewed here. 
 
Q: Is the Reserve Portfolio covered by FDIC insurance? 
A:  Federal Deposit Insurance Corporation (FDIC) insurance covers only specific deposit 

products within FDIC-insured banks. These products are limited to checking accounts, 
savings accounts, money market accounts, certificates of deposit or cashier checks/money 
orders issued by banks. The Reserve Portfolio will be managed in accordance with the 
Reserve Investment Policy, as approved by the National Board of Directors, which allows for 
investment in a variety of investment vehicles, including mutual funds, which are not 
covered by FDIC insurance. 

http://www.appraisalinstitute.org/file.aspx?DocumentId=1681
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Q: If a Chapter is dissolved and merged into another one, what happens to the reserves 

(assets held in trust) of the dissolved Chapter? 
A:  Regulation No. 8 states that “[i]f two (2) or more Chapters merge, the assets held by the 

Chapters shall be merged.” 
 
Q: Will Chapters receive a quarterly statement showing the balance of their Reserve 

Portfolio deposit? 
A: The goal is for Chapters to have access to their financial statements 24/7; statements will 

include information on the balance of the Chapter’s Reserve Portfolio deposit. Details on the 
format of the statements will be determined in collaboration with Chapters during 
implementation. 

 
Q: If Chapters can only draw from the Reserve Portfolio on a quarterly basis, what 

happens when a Chapter runs out of money mid-quarter in the checking account? 
A: The Policy provides that the initial amount of money that will be placed in the checking 

account designated for a Chapter will represent the average of three months of operating 
expenses. With incoming revenues, this should provide sufficient funding to cover that 
quarter’s cash flow needs. A Chapter’s cash flow also should be improved with 
implementation of this Policy, as withholding of dues for not meeting the financial Minimum 
Chapter Criteria will be eliminated. Unique Chapter needs, such as unforeseen expenses or 
worthy initiatives, will be evaluated and addressed during implementation to ensure 
business operations, including spikes in cash flow needs, are supported.  

 
 
FEES UNDER the POLICY 
 
Q:  How much will national charge to perform the services under the Policy? 
A:  The Policy establishes an annual fee structure that is premised on a base and a variable 

fee. Generally, the national Board of Directors will establish the base and variable fee 
percent.  Initial estimates indicate that the annual base fee will be approximately $750 and 
the annual variable fee will be approximately 1.5% of Chapter annual expenses. For 
example, a Chapter with $100,000 in annual expenses is estimated to be charged an annual 
fee of $2,250 ($750 base fee + $100,000*1.5%). 

 
Q: Is the variable fee based on total annual expenses or only the operating expenses? 
A: The Policy refers to annual expenses. Guidelines on what will be considered annual 

expenses will be established during implementation. 
 
Q:  Why are Chapters being charged under this Policy? 
A: Implementation and ongoing support of the Policy require multiple resources including staff, 

technology, and banking and audit/tax fees. The national Board of Directors approved 
funding to pay for the Policy’s implementation. Incremental costs incurred by the AI Finance 
Department to execute this Policy on an ongoing basis are being funded by a fee payable by 
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the Chapters. Collectively, Chapters pay more than $200,000 annually to support their 
financial responsibilities, including QuickBooks fees, bookkeeper services, annual reviews, 
and CPAs to complete Form 990s, not counting the hundreds of hours that executive 
directors and contractors spend on entering transactions into QuickBooks, processing 
payments, preparing IRS Form 990s and executing other financial responsibilities. Upon full 
implementation, a substantial portion of these costs will be eliminated from Chapters’ 
budgets and should offset the Policy fee. 

 
Q:  Will the fee be subject to future increases or frozen for a period of time? 
A: The national Finance Committee is charged with the responsibility of reviewing and 

establishing the fee on an annual basis, subject to approval by the national Board of 
Directors. The Policy does state that the total amounts paid by Chapters will reimburse 
“national” only for any incremental costs incurred by AI to execute its obligations under the 
Policy. Thus, it is possible that future rates may increase or decrease. 

 
Q: Why is the fee not based on number of transactions? 
A: When deliberating on a fee structure, the Finance Committee reviewed several models 

based on a set of goals, including providing budgeting stability from year-to-year, being 
relatively predictable, not fluctuating significantly annually, and not taking a significant 
amount of time to calculate each year. Calculating the fee based on the number of 
transactions would require significant time and resources. Furthermore, the greater the level 
of expenses, the greater the number of transactions; therefore, although the fee structure 
may not be directly based on the number of transactions, the two factors are closely aligned. 

 
Q: Will a per-transaction fee be charged, in addition to the fees outlined in the Policy? 
A: The fee structure outlined in the Policy is inclusive of all services specified within the Policy. 

The Policy does not call for a per-transaction fee. 
 
Q:  What services and costs are included in the fee? 
A:  The fee structure includes the following items:  
 

1. Accounting services to enter all transactions into the accounting system; 
2. Entry of a Chapter’s budget into the accounting system; 
3. Processing of Chapter-approved vendor payments, expense reports and check 

requests; 
4. Generation of standard financial reports; 
5. Bank fees to maintain a checking account for each Chapter; 
6. Processing of Chapter-authorized transfers between checking account and 

Reserve Portfolio; 
7. Review of Chapter financial records in the annual audit; 
8. Preparation and filing of the Form 990 on behalf of Chapters; and 
9. Technology fees for the accounting software and vendor-processing system. 
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Q: Will Chapters be provided with an estimate of the fee that will be charged to each 
Chapter and, if so, when will Chapters receive these estimates? 

A: The current estimated fee structure per Chapter is an annual $750 base fee and a variable 
fee equal to 1.5% of annual expenses. The fees will be established by the national Finance 
Committee and subject to the national Board of Directors’ approval. Timing of when changes 
to this fee structure will be made, if any, and their communication to Chapters will be 
established in the future. 

 
 
OTHER ISSUES 
 
Q:  Does the headquarters office anticipate adding staff to handle the increased workload 

under the Policy? 
A:  It is anticipated that with a uniform accounting structure, technology usage will be expanded 

to help eliminate manual entry requirements and thus minimize the need to expand staffing 
resources.  

 
Staffing needs currently are being evaluated and will depend on final procedures that will be 
developed, in collaboration with Chapters, during implementation. Initial estimates suggest 
the need to add two FTE positions within the AI Finance Department. 
 
The national organization is absorbing the costs of implementation of the Policy. 

 
 
OBTAINING FURTHER INFORMATION 
 
Q: Who is the contact for further questions about the Policy? 
A: Please contact the Appraisal Institute with Policy-related questions at 

president@appraisalinstitute.org. 
 
Q: Will each Chapter have a contact at the headquarters office for questions once the 

Policy is implemented? 
A:  Procedures for the efficient, effective and timely response to Chapters’ questions regarding 

financial transactions by the AI Finance Department will be developed during 
implementation. 
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