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Chapel Hill, North Carolina 27517
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INDEPENDENT AUDITOR'S REPORT

Board of Directors

North Carolina High School
Athletic Association, Inc,

Chapel Hill, North Carolina

North Carolina

We have audited the accompanying statement of fi f)os:tlo@@g th

High School Athletic Association, Inc., as of June 30, 2012, an¢ ts of activities
and changes in net assets, functional expenses, and cggl ows ended. These
financial statements are the responsibility of the Organization's management. Our responsibility is to
express an opinion on these financial statements based on our audit, The prior year summarized
comparative information has been derived from the W 011 fi?lanmal statements and, in
qualified opinion on those financial

tandafd .requ
reasonable assurance about wheiff “the financial st

procedures that are appr
on the effectiveness ofA]
express no such opirion,
amounts and diselosures ;
significant estimates, made

/ management, as well as evaluating the overall financial statement
r audit provides a reasonable basis for our opinion.

our%ﬁg;mo /mancnal statements referred to above present fairly, in all material
res@cts, %%@@nanﬂa) position of the North Carolina High School Athletic Association, Inc., as of

n@éi# » 2012, :and the' changes in its net assets and its cash flows for the year then ended in
'ty thh@countmg principles generally accepted in the United States of America.

i Biloctmar iloow

Chag'p%‘f;%?ﬁill, North Carolina

December 3, 2012



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF FINANCIAL POSITION

EXHIBIT A
June 30, 2012 and 2011
Page 1 of 2
ASSETS
2012
CURRENT ASSETS: ,
Cash and equivalents $ 9,703 @2}
Investments 3 491 8%@

Grant receivable

Corporate sponsors receivable
Other receivables

Prepaid expenses

g;@ %‘“” 2 ‘ 3
’%9 - 17,606
. 103 2&6% 100,491

TOTAL CURRENT ASSETS 0,022 12,946,414

PROPERTY AND EQUIPMENT, NET 507,192 487,778

OTHER ASSETS:
Investments 10,323,833 9,606,699
Agency cash 62,668 62,668
Cash surrender values - life inguran 2,158,622 2,130,211
{ TOTAL OTHER AS 12,545,123 11,799,578

TOTAL ASSETS

=0

$ 26,662,337 $ 25,233,770

b 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, 2012 and 2011
Page 2 of 2

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable
Accrued vacation

Deferred revenue: &
Officials 7 179,651
Other 4,710
Agency funds 62,668
Deferred compensation 91,355
TOTAL CURRENT LIABILITIES 456,727
NET ASSETS:
Unrestricted 15,287,651 15,159,967
Temporarily restricted 10,170 10,377
Permanently restricted 10,323,833 9,606,699
TOTAL NET ASSETS Mz 25,621,654 24,777,043

<y

$ 26,662,337 $ 25,233,770

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 June 30, 2012
(With Comparative Totals for the Year Ended June 30, 2011)
Temporarily Permanently 2012 2011
Unrestricted Restricted Restricted Totals Totals
SUPPORT AND REVENUE:
Playoffs $ 1,506,105 $ - % - $ 1,506,105 % 1,380,501
Contributions 1,209,150 - 717,134 & 1,926,284 2,000,642
In-kind donations 106,020 - - ) 100,050
Government grants and contracts . 332,491 & 369435
Officials' registrations 448,812 - 459,343
Membership dues 358,130 . 349,477
Fines, insurance administration,
and other 560,068 _ 571,681
Programs, books, and directories 59,337 59,337 61.889
Unrealized (losses) gains on investments (215,024) 215,024) 817,293
Realized (losses) gains on investments (29,270) = (29,270) 578,079
Investment income 244,441 - e 244460 354,054
Change in cash surrender value - life insurance 28,411 - @% 28411 87,165
4,276,180 5,325,824 7,129,609
Net assets released from restrictions 332,717 - -
TOTAL SUPPORT AND REVENUE 5,325,824 7,129,609
EXPENSES:
Program services - 3,620,198 3275415
Supporting services:
General and administrative - - 580,690 594,919
Fundraising - - 280,325 248,035
Total supporting services - - 861,015 842,954
TOTAL EXPENSES - - 4,481,213 4,118,369
CHANGES IN NETA! 127,684 (207) 717,134 844,611 3.011,240
"
NET ASSETS.-BEGINNH 15,159,967 10,377 9,606,699 24,777,043 21,765,803
NET ASSE;?%S -END OF $ 15,287,651 3 10,170 $ 10323833 $ 25621654 § 24,771,043
|

.

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



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

Salaries and benefits
Team expenses

Payments to schools
Insurance

Gate receipts distribution
Office expense and supplies
Printing, publications, and programs
Awards

Miscellaneous

Workshops

Meetings expense

Professional services

Contract services

Depreciation

Telephone and utilities

Travel

Hall of Fame

Building and grounds maintenance
Vehicle expense
Advertising

Total expenses

STATEMENT OF FUNCTIONAL EXPENSES

EXHIBIT C
For the Year Ended June 30, 2012
(With Comparative Totals for the Year Ended June 30, 2011)
Program General and 2012 2011
Services Administrative _ Fundraising Totals Totals

$ 681,129 8§ 266,643 % 185,596  § $ 1,131,928
804,694 “ . 712,860
562,172 . 90,000
381,634 42,404 419,904
327,928 « 272,828
137,996 74,305 208,144
158,584 12,489 186,490
120,765 - 136,484
37,425 37,425 131,263
108,215 108,246
83,243 ;261 & 105315 83,943
23,896 95,585 103,160
86,069 86,069 91,288
25,986 51,972 50,916
25,848 30,409 31,724
12,505 22,433 14,023
19,299 « 19,299 16,347
17,822 17,810
11,162 10,486
10,475 525
3 280,325 $ 4481213 $ 4118369

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

June 30, 2012 and 2011

EXHIBIT D

2011

CASH FLOWS FROM OPERATING ACTIVITIES:
Changes in net assets $ 844,611
Adjustments to reconcile changes in net assets to net

cash provided by operations:
Depreciation
Increase in cash surrender values of life insurance
Decrease (increase) in values of annuity invesiments
Permanently restricted contributions
Realized losses (gains) on investments

3,011,240

50,916
(87,165)

Realized loss (gain) on sale of property and equipment (6,909)
Unrealized losses (gains) on investments (817,293)
Increase (decrease) in cash arising from changes
in assets and liabilities:
Grant receivable 3,452
Corporate sponsors receivable 99 622 (181,595)
Other receivables “ 698 (3,665)
Prepaid expenses (2,778) (8,998)
Accounts payable 668,490 (92,793)
Accrued payroll and related liabilities - (202,427)
Accrued vacation 2,092 40,797
Deferred revenue - officials (13,234) {37,394)
Deferred revenue - other 17,963 (12,599)
Deferred compensation (91,355) (91,355)
1,104,029 98,786
{105,680) (83,979)
- 2,196,966
33,520 44,311
5,148,478 4,194,205
{5.431,440) (7,265,567)
(355,122) (914,064)
3
"ASH FLOWS FR%@‘INKNCING ACTIVITIES:
'emanen%smcted%ontnbunons 717,134 700,652
@ 1,466,041 (114,626)
8,237,888 8,352,514
CASH AND EQUIVALENTS - END OF YEAR $  9703,929 8,237,888
Supplemental Cash Flow Information
In-kind contributions $ 106,020 100,050

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 11

ORGANIZATIO

SUMMARY OF SIGNIFICANT ACCOUNTING POLI

A.

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 Organization’s programs

students, teachers, and administrators.
ES

Basis of Accounting.

the obligation is incurred.

The Organization reports gifts of cash
with donor stipulations that limit the use
that is, when a stipulated time re%mug%en
restricted net assets are reclg/g’ ied to am
actwmes as net assets released from restrict|

If restricted contributions are expended in the
port is classified as unrestricted.

maf%@%&le securities are stated at their fair market value based on readily

li ed f11r market values. Donated securities are recorded at their fair market value

Acco%ts receivable are recorded at their net realizable value. The Organization provides an

%g@hce for doubtful accounts equal to the estimated losses that are expected to be incurred in
t

t collection. The allowance is based on historical collection experience and a review by
management of the current status of the existing receivabies. No allowance has been recorded at
June 30, 2012 and 201 1, based on management’s estimated collectability of these receivables,



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

Page 2 of 11

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
E. Property and Equipment.

Property and equipment are stated at cost when purchased and at fair market valy s on the date of
the gift when donated. Property and equipment are capitalized if their lives are

An allowance for uncollectible promises i
collectability.

Net Assets.

expllcn donor supulatlons specify how the donated assets must be used. Gifts of long-lived
. »Ith explicit restrictions that specnfy how the assets are to be used and glfts of cash or

bsent explicit donor stipulations about how long those long-lived assets must be mamtamed
the Organization reports expirations of donor restrictions when the donated or acquired long-
lived assets are placed in service.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 3 of 11

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

L

Estimates.

The preparation of financial statements in conformity with accounting prin
accepted in the United States of America requires management to make estimates anc
that affect reported amounts of assets and liabilities and disclosure of contingen
liabilities at the date of the financial statements and the reported amoﬁﬁ 0f reve
expenses during the reporting period. Accordingly, actual results coulaﬁ

estimates, \

Income Tax.

%ted States of America require the
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 4 of 11
NVESTMENTS
Investments consist of the following at June 30, 2012:
Unrealized
Cost Market Gain &
Mutual funds $ 5,554,136 $ 5981473 § 427,337
Annuity contracts 1,351,881 1,351,881 g -
Equity securities 5,694,021 6,482,349

$ 12,600,038  $ 13,815,703

Investments consist of the following at June 30, 2011:

Cost
Mutual funds $ 1,538,456
Annuity contracts 2,292,387
Equity securities 8,544,80

- value hierarchy for inputs used in measuring fair value that maximizes the
nmzts and minimizes the use of unobservable inputs by requiring that the most
; be used when avallable Observable inputs are those that market participants
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 5 of 11

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 2 - Valuations based on inputs other than quoted prices, which are either é‘
observable as of the reporting date, are valued at prices for %lmnlar assétsgr habll i

acquisition of the asset, The inputs into the
management judgment. Due to the inherer
materially from the values that would have bee
existed.

There were no changes during the:
techniques used to measure asSet.valueson a rec

a recurring basis as ine 3% 2012 4

lowest level of mgjj: that is significant to the fair value measurement.

: June 30, 2012
Level | Level 2 Level 3 Total

$ 5981473 % - $ - $ 5981473
- - 1,351,881 1,351,881
5,918,309 564,040 - 6,482,349
$ 11,899,782 $ 564,040 § 1,351,881 § 13,815,703
”%% June 30, 2011
o’%;%m Asse‘% Level | Level 2 Level 3 Total
%@ﬁ/ ual funds $ 1648545 § - $ - § 1,648,545
““Annuity contracts - - 2,292,387 2,292,387
Equity securities 9,865,403 - - 9,865,403

$ 11,513,948 §

s

$ 2292387 § 13,806,335
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 6 of 11

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 Juae 30, 2012 and 201 1:

2012 2011
Investments, fair value beginning of year $ 2,292,387 $ 2,098 %83
Change in annuity valuation (30,074) 193,604
Annuities sold (910,432 A

Investments, fair value end of year $ 1,351,881

PROPERTY AND EQUIPMENT

Property and equipment consist of the following at June 3(

Fumiture, fixtures, and equipment 578,321

Building and improvements 752,374

Vehicles 114 ﬁ% 111,042
1,491,125 1,441,737

Less: accumulated depreciat 3,933) (953,959)

07,192 $ 487778

miilion, respecu
champlonshly
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 7 of 11

NET ASSETS

Net assets at June 30 consist of the following:

2012
Unrestricted net assets:
Board designated earnings from endowment $ 6,256,298
Undesignated 9,031,353

Unrestricted net assets

Temporarily restricted net assets:

Scholarships
Mylan grant

Temporarily restricted net assets 10,377

Permanently restricted net assets:

Endowment $ 9,156,866
Hall of Fame Endowment 103,770
Tony Webb Coach of the Year Ay 76,270
Gainey Student Scholarships 100,000
Clary Medal Awards 100,000
Charlie Adams Endow 50,857
Scholar Athletes Schol : 24,465 -
Dave Harris Athleti¢ 18,936 18,936
McGee Scholar;h p%“ 3,600 .

$ 10,323,833 $ 9,606,699
——

2 _were established for a variety of purposes. The endowments

,g o s; ed englfwment funds and funds designated by the Board of Directors to
wen‘wmeﬁ’f’?@%s required by GAAP, net assets associated with endowment funds,
incly mg fur nds designated by the Board of Directors to function as endowments, are classified and
) p%d base%% the”émstence or absence of donor-imposed restrictions.

w’/”

% o ’
“%/M//Q

-

jI‘he Boagﬂ of Directors of the Organization has interpreted the State Prudent Management of
: gytuu onal Funds Act (SPMIFA) as requiring the preservation of the fair value of the original gift as
of thegift date of the donor-restricted endowment funds absent explicit donor stipulations to the
contrary. As a result of this interpretation, the Organization classifies as permanently restricted net
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 8 of 11

ENDOWMENTS (CONTINUED)

Interpretation of Relevant Law (Continued)

assets (a) the original value of gifts donated to the permanent endowment, (b) the original value of

restricted net assets until those amounts are appropriated for expendi‘@%g by th%();

manner consistent with the standard of prudence prescribed b PNII%Q In"accordarice with
SPMIFA, the Organization considers the following factors in a detw”ﬁg'patio%i%}g appropriate
or accumulate donor-restricted endowment funds: . T

I. The duration and preservation of the fund
2. The purposes of the Organization and the donor-
3. General economic conditions

4. The possible effect of inflation and deflati

6. Other resources of the Organization
7. The investment policies of the Organi;

donor-restricted funds that:
as well as board-de

oth _capital a on' (realized and unrealized) and cutrent yield (interest and dividends), The
rga ”@Qgion ma@s investments in a wide array of asset classes, including, but not limited to, stocks,
mutual“ﬁ%fg% and cash equivalents.

b

S

ion
uw R
ppreciat
11

”%*?\%‘%tands w%ﬁ Deficiencies

! ‘1 From time to time, the fair value of assets associated with individual donor-restricted endowment
. funds may fall below the level that SPMIFA requires to retain as a fund of perpetual duration. There
were no endowments below the required amounts at year-end.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page9of 11
ENDOWMENTS (CONTINUED)

The changes in endowment net assets for the year ended June 30, 2012, were as follows:

Temporarily Pemanentl%gaf;

Unrestricted restricted Restricte Totals

Endowment net assets,
beginning of year $ 6,243,017 §

Investment return: .,

Income 167,481 167,905

Net (depreciation) appreciation (122,594) (106,538)

Total investment retumn 44,887 61,367

Contributions 248,716 965,850
Appropriation for expenditure (280,322) (315,950)
Transfers - 18,941
Endowment net assets,

end of year $ 10,323,833 3 16,580,131

The changes in endowment net assets f ), 2011, were as follows;

porarily Permanently
estricted Restricted Totals

Endowment net assets,

beginning of year $ 721 $ 8,906,047 3§ 13935273
Investment return:

Income 5,047 - 631,338
Net appreciat , - - 517,927

Total inyestm 1,144,218 5,047 - 1,149,265
Contribu%%ﬁ : 318,328 - 700,652 1,018,980
% for (248,034) (5,561) - (253,595)
Eﬁdowméf?t;get assets,

Qﬁ of year- - $ 6243017 % 207 $ 9,606,699 $ 15,849,923
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 10 of 11
PROGRAM SERVICES
The following program services are included in the accompanying financial statements:

2012

Administration of the state's athletic program for its

member schools, including the education and training of
officials. $ 3,287 70‘7?%%@

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

“f%s 3,275,415

RETIREMENT PLANS

4% of compensation.
discretionary profit sharing contri
Participants are 100% vested i

ary matching contribution, and a
determined by management annually.
utions after six years of service., Plan
ty, termination, or death, The Organization’s share
' for the years ended June 30, 2012 and 2011,
etionary matching contribution, and a 2% profit

of retirement cost was {
respectively. This m@j “@a 2

counting Standards Board (“FASB”) Accounting Standards
‘ AO-lO”) Accounnng for Income Taxes, the Organization reflects in the

probable t “atiability has been mcurred as of the date of the financial statements and the amount of
/éhe loss @@g be reasonably estimated. The amount recognized is subject to estimate and management
“ﬁ@ men;%uh respect to the likely outcome of each uncertain tax position. The amount that is
s tely sustained for an individual uncertain tax position or for all uncertain tax positions in the
aggregate could differ from the amount recognized,
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 11 of 11

INCOME TAXES (CONTINUED)

If applicable, penalties and interest assessed by income taxing authorities are included in general and
administrative expenses. Under the statute of limitations, the federal informational returns of the
Organization for 2009 through 2011 are subject to examination by taxing authoritiesi Management
evaluated tax positions for the 2009 through 2011 returns, and concluded that there uncertain
tax positions and believes there is no income tax effect on the financial statemgjpts \

OPERATING LEASES

The Organization is obligated under an operating lease agreement
payment is $3,616, and the lease expires in 2016, Minimum fut

onthly
s follows:

Year Ending June 30,
2013
2014
2015
2016

ation and championship activities of the Organization.
Certain ofﬁcxatlngﬂnd tei ppl zﬁ”@i ravel expenses totaling $106,020 and $100,050, have been
recognized as contributi  of June 30, 2012 and 2011, respectively.

é?’s“ubsequent events for recognition or disclosure through December 3,

201@ whlch%@@s t that the financial statements were available to be issued, and determined

» eréi@%g no eveﬁ@g that“fequ:re disclosure.

Jn%lanzed comparative information in total but not by net asset class. Such information does
not include sufficient detail to constitute a presentation in conformity with accounting principles
generally accepted in the United States of America. Accordingly, such information should be read in
conjunction with the Organization's financial statements for the year ended June 30, 2011, from
which the summarized information was derived.



