NORTH CAROLINA HIGH SCHOOL
ATHLETIC ASSOCIATION, INC.

Chapel Hill, North Carolina

AUDITED FINANCIAL STATEMENTS



Independent Auditor's Report
Exhibits:
"A"  Statements of Financial Position
"B" Statement of Activities and Changes in Net Assets
e Statement of Functional Expenses
"D" Statements of Cash Flows

Notes to Financial Statements




=~

BLACKMAN & SLOOP, CPAs, P.A.
Certified Public Accountants
1414 Raleigh Road, Suite 300
Chapel Hill, North Carolina 27517
Telephone: 919-942-8700

INDEPENDENT AUDITOR'S REPORT

Board of Directors

North Carolina High School
Athletic Association, Inc,

Chapel Hill, North Carolina

financial statements are the responsibility of the Organizati
express an opinion on these financial statements ba
comparative information has been derived from the
our report dated October 18, 2010, we exp
statements.

We conducted our audit in a nditi andards generally accepted in the
V lan and perform the audit to obtain
nts are free of material misstatement. An
ial reporting as a basis for designing audit
3, but not for the purpose of expressing an opinion

reasonable assurance about wheth
audit includes consideration of.it
procedures that are appropr,

of the North Carolina High School Athletic Association, Inc., as of
hanges in its net assets and its cash flows for the year then ended in
g principles generally accepted in the United States of America.

tuetian oot

F f’fﬁ, North Carolina
November 30, 2011



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF FINANCIAL POSITION
EXHIBIT A
June 30, 2011 and 2010

Page 1 of 2

ASSETS

: 2011
CURRENT ASSETS:
Cash and cash equivalents 8,162,7
Investments ,

Grant receivable
Corporate sponsors receivable

ki

43,847
‘?’@. 7 b
, %168,803

Other receivables 13,941
Prepaid expenses 91,493
TOTAL CURRENT ASSETS 11,114,423
PROPERTY AND EQUIPMENT, NET 492,117
OTHER ASSETS:
Ihvestments 9,606,699 6,709,081
Restricted cash - 2,196,966
Agency cash 62,668 62,668
2,130,211 2,043,046
11,799,578 11,011,761

$§ 25.233,770 $ 22,618,301

The accompanying Notes to Financial Statements are an integral part of these financial statements.



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF FINANCIAL POSITION

EXHIBIT A
June 30, 2011 and 2010

Page 2 of 2

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable b
Accrued payroll and related liabilities
Accrued vacation
Deferred revenue:

Officials 217,045
Other 17,309
Agency funds 62,668
Current portion of deferred compensation 91,355
TOTAL CURRENT LIABILITIES 456,727 761,143

LONG-TERM LIABILITIES:
Deferred compensation, net of current portion - 91,355
TOTAL LIABILITIES 456,727 852,498

NET ASSETS:

Unrestricted 15,159,967 12,848,865
Temporarily restricted ¢ 10,377 10,891
Permariently restrigte » 9,606,699 8.906,047
24,777,043 21,765,803

$ 25,233,770 $  22.618,301

The accompanying Notes to Financial Statements are an integral part of these financial statements.



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

EXHIBIT B
For the Year Ended Junc 30, 2011
(With Comparative Totals for the Year Ended June 30, 2010)
Temporarily Permanently 2011 2010
Unrestricted Restricted Restricted Totals Totals
SUPPORT AND REVENUE:
Playoffs 5 1.380.50] 3 - $ - $ 1,380,501 $ 147012
Contributions 1.299,990 - 700,652 2,000,642 1,868.276
In-kind donations 100,050 - - #40100,050 72418
Government grants and contracts - 369.435 3694 & 369,435
Officials' regisirations 459,343 - 447,101
Membership dues 349,477 - 54,111
Fines, insurance administration,
and other 571,681 - 567,645
Unrealized gains on investments 817.293 641.533
Realized gains on investments 578,079 , 186,313
Programs, books, and directories 61,889 5;,%}«,889 67.270
Investment income 349,007 854,054 293.265
Change in cash surrender value - life insurance 87,165 87,165 43,489
6,054,475 7,129,609 6,380,977
Net assets released from restrictions 374,996 - -
TOTAL SUPPORT AND REVENUE 642947 7,129,609 6.380.977
EXPENSES:
Program services - 3275415 2.851,988
Supporting services:
General and administrative - 594919 662,341
Fundraising - - 248.035 270.533
Total supporting services - - 842,954 932.874
TOTAL EXPENSES - - 4.118.369 3,784.862
CHANGES IN NET ASSE (514) 700,652 3.011,240 2,596,115
NET ASSETS - BEGINN 12,848,865 10.891 §.906.047 21,765,803 19.169.688
$  15.159.967 $ 10,377 $  9.606,699 3 24,777.043 § 21,765,803

The accompanying Notes to Financial Statements are an integral part of these financial statements.



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC,

STATEMENT OF FUNCTIONAL EXPENSES

EXHIBIT C
For the Year Ended June 30, 2011
(With Comparative Totals for the Year Ended June 30, 2010)
Program General and 2011 2010
Services Administrative Fundraising Totals Totals

Salaries, benefits, and payroll taxes 3 676337 § 269,363 & 186,228 1,244,673
Team expenses 712,860 - - 594,435
Insurance 377,914 41,990 - 426,581
Payments to schools 390,000 - - -
Gate receipts distribution 272,828 -
Office expense, supplies, and postage 134,486 72,416
Printing, publications, and programs 157,178 13,770 173,858
Awards 121.484 - 116,752
Miscellaneous 52.309 52,309 67,235
Workshops - substance abuse program 108,246 - 112,744
Professional services 25,790 77,370 139,108
Contract services - substance abuse

program 91,288 91,288 89,597
Mesetings expense 65,518 83,943 106,732
Depreciation 25458 50,916 54,124
Telephone and utilities 26,965 31,724 39,817
Building and grounds - cleaning and

maintenance 17,810 21924
Hall of Fame 16,347 13,941
Travel 14,023 17.402
Vehicle expense 10,486 11,364
Advertising 525 1,741
Medical reimbursement - - - 21,048
AED Project - - - 9,559

Total expenses 594919 § 248,035 3 4,118,369 § 3,784,862

The accompanying Notes to Financial Statements are an integral part of these financial statements.



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF CASH FLOWS

CXHIBIT D
June 30, 2011 and 2010
2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES:
Changes in net assets ¥ 3,011,240 § 2,596,115
Adjustments to reconcile changes in net assets to net
cash provided by operations: P

Depreciation 50,9 16%%/;%% 54,124

Increase in cash surrender values of life insurance (87,165) , (43,489)

Increase in values of annuity investments 19 L 2

Permanently restricted contributions
Realized gains on investments
Realized gains on sale of property and equipment
Unrealized gains on investments
Increase (decrease) in cash arising from changes
" in assets and liabilities:

k

Grant recetvable 1,709
Corporate sponsors receivable 140,565
Other recetvables (3,665) (5.903)
Prepaid expenses (8,998) (1,058)
Deposits - 1,500
Accounts payable (92,793) 69,955
Accrued payroll and related liabilities (202,427) 182,188
Accrued vacation 40,797 (176,860)
Deferred revenue - officials (37,394) (2,288)
Deferred revenue - other (12,599) 440
Deferred compensation (91.355) (55,260)
NET CASH PROVIDED BY 98,786 1,017,088
CASH FLOWS FROM IN S
Purchase of property and:equipmient (83,979) (78,912)
Restricted cash 2,196,966 203,744
Proceeds from salg.of equip 44,311 23,800
Proceeds from sale 4,194,205 2,234,770
Purchase of i (7.265,567) (2,579.299)
(914.064) (195,897)
700,652 782,671
(114,626) 1,603,862
T
CASH AND'CASH EQUIVALENTS - BEGINNING OF YEAR 8.277,404 6,673,542
CASH AND CASH EQUIVALENTS - END OF YEAR § 8,162,778 5 8,277.404
Supplemental Cash Flow Information
In-kind contributions 3 100,050 3 72,418

The accompanying Notes to Financial Statements are an integral part of these financial statements.



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
Page 1 of 12
ORGANIZATION

The North Carolina High School Athletic Association, Inc. was organized in 1913 and
incorporated pursuant to the laws of the state of North Carolina. The Ortramzatloél § programs
consist of administering the state's interscholastic programs for its member high sehools in North
Carolina; the education and training of officials of high school athletic even
administration of chemical awareness and substance abuse education progge
students, teachers, and administrators. '

SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Accounting.
The Organization prepares its ﬁnancidl statement

(GAAP). Accordingly, revenues are recognized
the obligation is incurred.

& securities are stated at their fair market value based on readily
ed. fair market values. Donated securities are recorded at their fair market value

&,

. Accounts receivable are recorded at their net realizable value. The Organization provides an
their collection. The allowance is based on historical collection experience and a review by
management of the current status of the existing receivables. No allowance has been recorded at
June 30, 2011 and 2010, based on management’s estimated collectability of these receivables.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

the date of

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

on whick

Property and equipment are stated at cost when purchased and at fair market valu
that are expected to be

E. Property and Equipment.
the gift when donated. Property and equipment are capitalized if their lives are e
greater than one year and their cost exceeds $500. Depreciation is calculatt
sets %%c P

A
n management’s estimate of

nated future cash flows.

line method over the estimated useful lives of the assets.
heir esti

Promises to Give.

Unconditional promises to give are recognized as supporf
Conditional promises to give are recognized when the
substantially met. Unconditional promises to give thg
t restricted by donors or grantors as to

collected in future years are recorded at the pr
crated from operations, undesignated gifts,

An allowance for uncollectible promises is

collectability.

Net Assets.
Unrestricted - Resources of thy
use or purpose. These resource

and investments in prope

ges that carry a donor-imposed restriction that stipulates donated

rpetuity, but permit the Organization to use or expend part or all of the

he dénated assets.
zation reports gifts of land, buildings, and equipment as unrestricted support unless

1or stipulations specify how the donated assets must be used. Gifts of long-lived

‘With explicit restrictions that specify how the assets are to be used and gifts of cash or
sets that must be used to acquire long-lived assets are reported as restricted support.

L ¥ it
< . assets W
@%&%g{

% The
Absent explicit donor stipulations about how long those long-lived assets must be maintained,
lived assets are placed in service,

explicit donor
the Organization reports expirations of donor restrictions when the donated or acquired long-
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 3 of 12

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

1. Estimates,

The preparation of financial statements in conformity with accounting pringi
accepted in the United States of America requires management to make estimates an
that affect reported amounts of assets and liabilities and disclosure of

s generally

expenses during the reporting period. Accordingly, actual resuh;é could™.
estimates. -

J.  Income Tax.

K. Fair Value of Financial Instruments.

Accounting principles generally acce fed States of America require the
Organization to disclose estimated fair valu ; 1ancialsinstruments. The carrying amount
of financial instruments approximate '
instruments held.

excess of federally insar
to such deposits.

Resmgiéﬁ%f%% re@%ents pemanently restricted net assets not invested at year-end.

:

| |
| 3

3
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 4 of 12
INVESTMENTS

Investments consist of the following at June 30, 2011:

Accumulated Wé%%
Unrealized

Cost Market
Mutual funds $ 1,538,456 $ 1,648,545 $
Annuity contracts 2,292,387 2,292,387
Certificates of deposit 75,110 75,110
Equity securities 8,544,803 9,865,403

b 12,450,756 3 13,8

Investments consist of the following at June 30, 2010

Unrealized
Gain (Loss)
b (41,766)

Mutual funds
Annuity contracts

Certificates of deposit
Equity securities

655,162

$ 613,396

Standards Board Accounting Standards Codification 820 — Fair Value
£ 2ients anc{; isclosures (“ASC 820”) defines fair value as the amount that would be received
%to sell the 1%@§M§m in an orderly transaction between market participants at the measurement date

/%% the exit price).
1

AS( tablishes a fair value hierarchy for inputs used in measuring fair value that maximizes the
use of observable inputs and minimizes the use of unobservable inputs by requiring that the most
observable inputs be used when available, Observable inputs are those that market participants
would use in pricing the asset or liability based on market data obtained from sources independent of
the Organization. Unobservable inputs reflect the Organization’s assumptions about the inputs
market participants would use in pricing the asset or liability developed based on the best
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 5 of 12

FAIR VALUE OF ASSETS (CONTINUED)

information available in the circumstances. The fair value hierarchy is categorized into three levels
based on the inputs as follows:

Level 1 - Valuations based on unadjusted quoted prices in active markets for 1dent1cal as
reporting date

B10th tethodologies that
consider a range of factors, including but not limited to the prig lie asset was acquired, the
nature of the assets, local market conditions, tradi public exﬁ anges for comparable
securities, current and projected operating perfo%anc transacuons subsequent to the
acquisition of the asset. The inputs int i
management judgment. Due to the inheremn

There were no changes during thé -ndin, , 2011, to the Organization’s valuation
techniques used to measure as i

The following tables su

a recurring basis as o 0, 20. Assets are classified in their entirety based on the

lowest level of input that Is,signif ¢ fair value measurement.
June 30, 2011
Assets: _ Levell Level 2 Level 3 Total

1,648,545 $ - 5 - 5 1,648,545

- - 2,292,387 2,292,387

- 75,110 - 75,110

9,865,403 - - 9,865,403

5 11,513,948 py 75,110 $ 2,292.387 $ 13,881,445

June 30, 2010

Level 1 Level 2 Level 3 Total
§ 458912 b - b - § 458,912
Annuity contracts - - 2,098,783 2,098,783
Certificates of deposit - 136,382 - 136,382
Equity securities 6,533,939 - - 6,533,939

§ 6,992,851 $ 136,382 § 2,098,783 3 9,228,016
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 6 of 12

FAIR VALUE OF ASSETS (CONTINUED)

The following table sets forth a summary of changes in the fair value of the Organization’s Level 3
assets for the years ended June 30, 2011 and 2010:

2011 &
Investments, fair value beginning of year ~§ 2,098,783 ) 3
Change in annuity valuation 193,604 . 4
Investments, fair value end of year $ 22927387 ;

PROPERTY AND EQUIPMENT

Property and equipment consist of the following at June 30:

2010
Furniture, fixtures, and equipment 78,321 $ 559,132
Building and improvements 752,374 752,374
Vehicles 111,042 104,498
1,441,736 1,416,004
Less: accumulated depreciation (953,958) (923.,887)

§ 487,778 § 492,117

PROMISES TO GIVE
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC,

NOTES TO FINANCIAL STATEMENTS

Page 7 of 12

NET ASSETS

Net assets at June 30 consist of the following:

2011

Unrestricted net assets:
Board designated earnings from endowment $ 6,243,017
Undesignated 8,916,950

Unrestricted net assets

Temporarily restricted net assets:
Hall of Fame
Scholarships
Mylan grant

Temporarily restricted net assets p 10,891

Permanently restricted net assets:

Endowment 9,452,072 $ 8,757,775
Hall of Fame Endowme 103,770 100,000
Adams Scholarship 50,857 48,272

9.606,699 $ 8,906,047

were established for a variety of purposes. The endowments
ywment funds and funds designated by the Board of Directors to
required by GAAP, net assets associated with endowment funds,
the Board of Directors to function as endowments, are classified and
istence or absence of donor-imposed restrictions.

% The Board of Directors of the Organization has interpreted the State Prudent Management of

TInstitutions al.Funds Act (SPMIFA) as requiring the preservation of the fair value of the original gift as
1. gift date of the donor-restricted endowment funds absent explicit donor stipulations to the
contra’f/ﬁ/%As a result of this interpretation, the Organization classifies as permanently restricted net
assets (a) the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (¢) accumulations to the permanent endowment
made in accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. The remaining portion of the donor-restricted endowment fund
that is not classified in permanently restricted net assets is classified as unrestricted or temporarily
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC,

NOTES TO FINANCIAL STATEMENTS

Page 8 of 12

ENDOWMENTS (CONTINUED)

restricted net assets until those amounts are appropriated for expenditure by the Organization in a
manner consistent with the standard of prudence prescribed by SPMIFA. In accordance with
SPMIFA, the Organization considers the following factors in making a determination
or accumulate donor-restricted endowment funds:

The duration and preservation of the fund
The purposes of the Organization and the donor-restricted endowment fund
General economic conditions

The possible effect of inflation and deflation )
The expected total return from income and the appreciation of;
Other resources of the Organization :
The investment policies of the Organization

e AR R o

Return Objectives and Risk Parameters

The Organization has adopted investment and
provide a predictable stream of funding to p#
maintain the purchasing power of the endowme
donor-restricted funds that the Organiz

both capital appreciatio
Organization makes

) evel that SPMIFA requires to retain as a fund of perpetual duration. As of
all of Fame endowment was below the required amounts by $11,563.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 9 of 12

ENDOWMENTS (CONTINUED)

The changes in endowment net assets for the year ended June 30, 2011, were as follows:

Unrestricted

Endowment net assets, beginning

of year $ 5,028,505
Investiment return:

Income 626,291

Net appreciation 517,927

Total investment return 1,144,218

Contributions 700,652

Appropriation of endowment assets
for expenditure

Endowment net assets, end of year 207 $ 9,606,699

The changes in endowment net assets for 10, were as follows:

Temporarily Permanently
restricted Restricted
Endowment net asse
of year 4,032,640 A 11,026 $ 8,123,376
Investment rety
327,830 4,959 -
397,640 - -
725,470 4.959 -
550,488 5,150 782,671
(280,093) (20,414) -

5  5.028,505 3 721 § 8,906,047
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC,

NOTES TO FINANCIAL STATEMENTS
Page 10 of 12

PROGRAM SERVICES

The following program services are included in the accompanying financial statements:

2011
Administration of the state's athletic program for its
member schools, including the education and training of
officials.

Administration of chemical awareness and substance
abuse education programs for high school students,
teachers, and administration.

RETIREMENT PLANS

The Organization was a participant in

were required to make contribution
was $97,751 for the year ende

Organization prov%}%(gjes fi iching of each participant’s deferral up to a maximum of
4% of compensation, The plan also allows for a discretionary matching contribution, and a
discretionaryprofit sﬁ%@ng contgibution, both of which are determined by management annually.

benefits-are distrifb\t
of reﬁﬁ%@%@st
This! iudes%%%%

ac ice with Financial Accounting Standards Board (“FASB”) Accounting Standards
Codifieation 740-10 (“ASC 740-10") Accounting for Income Taxes, the Organization reflects in the
financial statements the benefit of positions taken in a previously filed tax return or expected to be
taken in a future tax return only when it is considered ‘more-likely-than-not’ that the position taken
will be sustained by a taxing authority. The Organization evaluates its uncertain tax positions using
provisions of ASC 450, Contingencies. Accordingly, a loss contingency is recognized when it is
probable that a liability has been incurred as of the date of the financial statements and the amount of
the loss can be reasonably estimated. The amount recognized is subject to estimate and management
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 11 of 12

INCOME TAXES (CONTINUED)

judgment with respect to the likely outcome of each uncertain tax position. The amount that is
ultimately sustained for an individual uncertain tax position or for all uncertain tax pogmons in the
aggregate could differ from the amount recognized.

If applicable, penalties and interest assessed by income taxing authorities are inélg le
administrative expenses. Under the statute of limitations, the federal mforma%g
Orgamzanon for ”008 through 2010 are subject to examination by taxir

through May 2011, at which time the leases were c6r ew lease for new office

equipment., The new monthly payment is $3,6 s in 2016, Minimum future
rental payments are as follows:

43,392
43,392
43,392
43,392
36,160
$ 209,728

Total rental expel{se N leases amounted to $43,742 and $43,812, for the years
ending June 3 \

y 6?%106 ;‘gnd supﬁf%s toward the general operation and championship activities of the Organization,
éﬁ Certain %ﬁ@%anngﬁld team supplies, and travel expenses totaling $100,050 and $72,418, have been
%éecogmzed 'ﬁ“”%é@m butions as of June 30, 2011 and 2010, respectively.

|

Management has evaluated subsequent events for recognition or disclosure through November 30,
2011, which was the date that the financial statements were available to be issued, and determined
there are no events that require disclosure,
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 12 of 12

PRIOR YEAR INFORMATION

The statements of activities and changes in net assets. and functional expenses include certain prior-
year summarized comparative information in total but not by net asset class. Such 1nf%matlon does
not include sufficient detail to constitute a presentation in conformity with accousif]
generally accepted in the United States of America. Accordingly, such information should:
conjunction with the Organization's financial statements for the year ended<j ne 30, 2
which the summarized information was derived. N e




