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INDEPENDENT AUDITOR'S REPORT

Board of Directors
North Carolina High School Athletic Association, Inc.
Chapel Hill, North Carolina

We have audited the accompanying financial statements of N

error.

Auditor's Responsibility

conducted our audit i uggacco ¢V { ig standards generally accepted in the United States of
15 that we p”ian and pelfmm the audit to obtain reasonable assurance

The procedures selected depend on the auditor's judgment,

1e risks of materlal misstatement of the financial statements, whether due to

ing fﬁose risk assessments, the auditor considers internal control relevant to the

ﬁ@ tion and fair presentation of the financial statements in order to design audit pxocedures
hat are appm‘ﬁﬁ gt 1 the circumstances, but not for the purpose of expressmg an opinion on the
efl g/;:tweness { the entity's internal control. Accordingly, we express no such opinion. An audit also
mcl“i?@eghevalu ating the appropriateness of accounting policies used and the reasonableness of significant

%ﬁnates made by management, as well as evaluating the overall presentation of the financial

statemenfs.

P, CPAS, P.A.

Phone/919.942.8700 » Fax
The Exchange West at Meadowmont ¢ 1414 Raleig
www.blackmansloop.com ¢ er
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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 pos1t10n of North Carolina High School Athletic Association, Inc., as of Jung 30, 2014, and
the changes in its net assets and its cash flows for the year then ended in accoxdanceA N i
principles generally accepted in the United States of America.

Report on Summarized Comparative Information

unmodified audit opinion on those audited financial statements in our
our opinion, the summanzed compala‘uve mformatlon presented hie

has been derlved

Chapel Hill, North Carolina
November 20, 2014



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF FINANCIAL POSITION

EXHIBIT A
June 30,2014 and 2013
Page 1 of 2
ASSETS
2014
CURRENT ASSETS:
Cash and equivalents $ 9,888,794
Investments q

Grant receivable
Corporate sponsors receivable

Other receivables \ 9 18,335
Prepaid expenses %é%% 98,363
TOTAL CURRENT ASSETS 14,607,194
PROPERTY AND EQUIPMENT, NET 567%%%/74 518,786
OTHER ASSETS:
Investments 11,779,856 11,089,716
Agency cash 62,668 62,668
Cash surrender values - life insuran 2,249,909 2,204,551
TOTAL OTHER ASSET 14,092,433 13,356,935
TOTAL ASSETS $ 33,516,775 $ 28482915

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 30,2014 and 2013

( Page 2 of 2

LIABILITIES AND NET ASSETS

2014

CURRENT LIABILITIES:
Accounts payable and accrued expenses
Accrued vacation
Deferred revenue
Agency funds
Current portion of long-term debt

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES:
Loan payable, net of current portion

NET ASSETS:

Unrestricted:
Board designated 8,777,349 7,213,787
Undesignated 10,677,837 9,649,271
Temporarily restricted 93,276 40,064
Permanently restricted 11,779,856 11,089,716
TOTAL NET ASSETS ‘ 31,328,318 27,992,838
$ 33,516,775 $  28,4820915

L
q g\;{%@\g@

g

|

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

SUPPORT AND REVENUE:
Playoffs
Contributions
In-kind contributions
Government grants and contracts
Officials' registrations
Membership dues
Fines, insurance administration, and other
Programs, books, and directories
Unrealized gains on investments
Realized gains
Investment income
Change in cash surrender value - life insurance

Net assets released from restrictions
TOTAL SUPPORT AND REVENUE

EXPENSES:
Program services

Supporting services:
General and administrative

Fundraising

Total supporting services

TOTAL EXPENSES

CHANGLES IN NET ASSE

EXHIBIT B
For the Year Ended June 30, 2014
(With Comparative Totals for the Year Ended June 30, 2013)
Temporarily Permanently 2014 2013
Unrestricted Restricted Restricted Totals Totals

$ 1,449,848 $ - $ - $ 1,449,848 $ 1,456,831
1,363,097 11,874 690,140 %5%065,1 i1 2,078,620
204,848 - - “<_ 204,848 187,650

- 322,413 e 329,132

426,789 - -, 432,646
363,199 - 356,575
598,351 - 589,990
46,613 - 60,727
1,259,006 - - 528,323
1,056,873 - 1,056,873 822,340
604,607 65,588 %@3@%0,195 612,117
45,358 = 45,358 45,929
7,418,589 399 8,508,604 7,500,880
346,663 - -
7,765,252 90,140 8,508,604 7,500,880

- 4,007,456 3,941,503

- 890,939 878,340

- 274,729 309,853

- - 1,165,668 1,188,193

- - 5,173,124 5,129,696

53,212 690,140 3,335,480 2,371,184

16,863,058 40,064 11,089,716 27,992,838 25,621,654

$ 19,455,186 3 93,276 $ 11,779,856 $ 31328318 § 127,992,838

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, 2014
(With Comparative Totals for the Year Ended June 30, 2013)
Program General and 2014 T 2013
Services Administrative Fundraising Totals Totals

Salaries and benefits 825457 $ 334718  § 180,253 § 1,340,428 § 1,285,478
Team expenses 932,472 - - 810,959
Payments to schools 641,848 - - /665,507
Insurance 412,902 45,878 449,155
Gate receipts distribution 279,359 - 9 ,630
Other expenses 106,241 98,286 74,123
Investment fees - 194,829 - 157,918
Office expense and supplies 124,931 67,270 221,483
Printing, publications, and programs 152,133 10,811 181,485
Awards 155,423 - 146,824
Workshops 106,933 119,042
Meetings expense 80,974 101,035
Professional services 18,940 66,880
Depreciation 34,264 56,416
Contract services 66,000 84,996
Telephone and utilities 30,778 33,348
Building and grounds maintenance 1,773 18,128
Travel 9,641 16,375
Hall of Fame 16,11 26,153
Advertising > 8,502
Vehicle expense 10,259
Total expenses $ 5,173,124 $ 5,129,696

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

EXHIBIT D
June 30, 2014 and 2013
2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES:
Changes in net assets $ 3,335,480 $ 2,371,184
Adjustments to reconcile changes in net assets to net
cash provided (used) by operations: )
Depreciation 68,529 56,416
Increase in cash surrender values of life insurance (45,358% 45,929)
Increase in values of annuity investments A 5,512)

Permanently restricted contributions
Realized gains on investments
Realized loss (gain) on sale of property and equipment

(9,400)

Unrealized gains on investments (528,323)
Increase (decrease) in cash arising from changes
in assets and liabilities:
Grant receivable 34,459
Corporate sponsors receivable (58,051)
Other receivables (1,427)
Prepaid expenses : 4,906
Accounts payable and accrued expenses 624,702 (537,103)
Accrued vacation 4,940 9,395
Deferred revenue 68,738 (22,898)
NET CASH PROVIDED (USED) BY OP) 991,461 (461,106)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment ' (133,630) (68,862)
Proceeds from sale of equipment 14,114 10,250
Proceeds from sale ofinvestm/ 7,150,366 8,266,754
Purchase of investments (10,765,118) (7,275,387)
(3,734,268) 932,755
CASH FLOWS E
1,000,000 -
Permanently 690,140 765,883
NET GASH PRO 1,690,140 765,883
ET (DECR%:’%%)VIN JREASE IN CASH AND EQUIVALENTS (1,052,667) 1,237,532
10,941,461 9,703,929
$ 9,888,794 $ 10,941,461
Supplemental Cash Flow Information
Interest paid $ 1,320 $ -
Non cash transactions: '
In-kind contributions $ 204,848 $ 187,650

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 Organization’s programs consist of
administering the state's interscholastic programs for its member high schools in Nortli Carolina; the

awareness and substance abuse education programs for high school stude
administrators.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Accounting.

The Organization prepares its financial statement
accordance with accounting principles generally acce
GAAP”). Accordingly, revenues are recognized
the obligation is incurred.

The Organization reports gifts of cash and other,assets as. restri support if they are received
with donor stipulations that limit the use o e When a donor 1est1 iction expnes
that is, when a stlpulated time restr mtmn, en

activities as net assets 1eleased . g
same period as when they were r , the support is classified as unrestricted.

Imgj@ents '

; securities are stated at their fair market value based on readily
aiﬁadab ble publis

fair malket values. Donated securities are recorded at their fair market value

‘%
%@/ Accou@s glants corporate sponsorship, and other receivables are recorded at their net realizable
% “The Organization provides an allowance for doubtful accounts equal to the estimated
%é“ﬁ’/that are expected to be incurred in 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, 2014 and 2013, based on
management’s estimated collectability of these receivables.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC,

NOTES TO FINANCIAL STATEMENTS
Page 2 of 12

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Property and Equipment.

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

line method over the estimated useful lives of the assets.

F. Promises to Give,

Unconditional promises to give are recognized as support.
Conditional promises to give are recognized when the ¢ €0
substantially met. Unconditional promises to give th %%exp ed to be céff&ted within one
year are recorded at net realizable value. Unconditionalipromises to give that are expected to be
collected in future years are recorded at the p estlma‘f@ﬁmle cash flows. An
allowance for uncollectible promises is calculat na! emen?g s estimate.

d assets“im.the period recelved
ons on w%@h they depend are

G. Net Assets.

Unrestricted - Resources of the Orga i e | ricted by donors or grantors as to
d from operations, undesignated gifts,

rry a donor-imposed restriction requiring the
Orgamzatlon to use, égf” ex“”f)end 1l ts as specified by the donor, The restrictions are
satistied by the pas%* tions of the Organization.

at carry a donor-imposed restriction that stipulates donated
iity, but permit the Organization to use or expend part or all of the

Permanently Res
assets benai

it stipulations specify how the donated assets must be used. Gifts of long-lived
assets Wa%fphclt restrictions that specify how the assets are to be used and gifts of cash or
2 other @g;ets that must be used to acquire long-lived assets are reported as restricted suppont

the Or. 'ganization reports expirations of donor restrictions when the donated or acquired long-
lived asséts are placed in service.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 3 of 12

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I. Estimates.

The preparation of financial statements in conformity with accounting prin%%es generally
accepted in the United States of America requires management to make estimates and
assumptions that affect reported amounts of assets and liabilities and disclosure of

assets and liabilities at the date of the financial statements and the 1‘eporte%

and expenses during the reporting period. Accordingly, actual results coui%
estimates,

J.  Income Tax.
Code and is classified as other than a private foundat
assessed by income taxing authorities are includedsi

K. Fair Value of Financial Instruments.

Accounting principles generally accep
Organization to disclose estimated fai

At times, the Organiz
excess of federally.d:
to such deposits.

h high-quality financial institutions that may be in
anization has not experienced any financial loss related
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 4 of 12

INVESTMIENTS

Investments consist of the following at June 30, 2014:

Unrealized

Cost Market Gain
Mutual funds $ 8,109,864 $ 9,000,487 $ 8904
Annuity contracts 1,699,264 1,699,264
Equity securities 7,334,542 9,410,521
ETFs and UITs 299,050 335,442

$ 17,442,720 $ 20,445,

Investments consist of the following at June 30, 2013:

Mutual funds 523,595
Annuity contracts -
Equity securities 1,220,583
ETFs and UITs (190)

$ 1,743,988

FAIR VALUE OF AS§

The Financial Accounting fg dards Board Accounting Standards Codification 820 — Fair Value

Measuremen “ASC 820”) defines fair value as the amount that would be received
to sell the in .orderly transaction between market participants at the measurement date

(i.e. theg

inputs and minimizes the use of unobservable inputs by requiring that the most
< ;ﬁe used when available. Observable inputs are those that market participants
would use cing the asset or liability based on market data obtained from sources independent of
the Organjzation. Unobservable inputs reflect the Organization’s assumptions about the inputs
i@gt pz;.%“cipants would use in pricing the asset or liability developed based on the best
information available in the circumstances. The fair value hierarchy is categorized into three levels
based on the inputs as follows:
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 5 of 12

FAIR VALUE OF ASSETS (CONTINUED)

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets as of the
reporting date.

Level 3 — Pricing inputs are unobservable and include situations whet
activity for the asset. Fair value for these assets is determined usi

or comparable
bsequent to the
alue require significant
iese values may differ
ailable market for these assets

securities, current and plojected operating pexfmmance and: ﬁrréncm ;nsactlon%%i
acquisition of the asset. The inputs into the determinati it
management judgment. Due to the inherent uncert
materially from the values that would have been use
existed.

There were no changes during the year en
techniques used to measure asset valu

June 30,2014
Level 2 Level 3 Total
$ - $ - $ 9,000,487
- 1,699,264 1,699,264
9,410,521 - - 9,410,521
335,442 - - 335,442
$ 18,746,450 $ - $ 1,699,264 $ 20,445,714
June 30, 2013
Level 1 Level 2 Level 3 Total
$ 4,865,949 $ - $ - $ 4,865,949
: - - 1,507,393 1,507,393
Equity securities 7,527,317 - - 7,527,317
ETFs and UITs 420,454 - - 420,454

$ 12,813,720 $ - $ 1,507,393 $ 14,321,113




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, 2014 and 2013:

2014
Investments, fair value beginning of year $ 1,507,393
Change in annuity valuation 191,871
Investments, fair value end of year $ 1,699,264

PROPERTY AND EQUIPMENT

626 829
777,374

Furniture, fixtures, and equipment
Building and 1mp10vements

Vehicles 120,520

Renovations in process -
1,524,723

Less: accumulated depreciat ,693) (1,005,937)

567,674 $ 518,786

million, respec
chamggf

2 . . . .
) l-star games, are not recognized in the accompanying financial
statem

be recognized when the conditions upon which they depend are substantially

annum. The loan matures June 2019. Punclpal plepayment is allowed, however it is subject toa
prepayment fee as described in the loan agreement. The fair value of the loan payable approximates
the carrying value. Future minimum payments as of June 30, 2014, are as follows: June 30, 2015,
$190,211; 2016, $194,878; 2017, $200,085; 2018, $205,432; 2019, $209,394,
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 7 of 12

TEMPORARILY RESTRICTED AND PERMANENTLY RESTRICTED NET ASSETS

Temporarily restricted and permanently restricted net assets at June 30 consist of the following:

2014

Temporarily restricted net assets:
Mylan grant $
Tony Webb Coach of the Year Award
Gainey Student Scholarships
Clary Medal Awards
Charlie Adams Endowed Scholarship
Scholar Athletes Scholarship
Tony Cullen Memorial Fund
Dave Harris Athletic Director Award
Tony Cullen Expendable

Temporarily restricted net assets 3,276 $ 40,064

Permanently restricted net assets:

Endowment $ 11,223,756 $ 10,554,111

Hall of Fame Endowmey 115,970 112,455
78,720 78,620

100,000 100,000

100,000 100,000

56,155 55,295

59,844 45,024

20,705 19,505

18,936 18,936

5,770 5,770

$ 11,779,856  $ 11,089,716

The endowments
M“ donor-restricted endowment funds and funds designated by the Boaxd of Directors to

as endowments. As required by U.S. GAAP, net assets associated with endowment funds,
1nclud1ng funds designated by the Board of Directors to function as endowments, are classified and
reported based on the existence or absence of donor-imposed restrictions.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 8 of 12

ENDOWMENTS (CONTINUED)

Interpretation of Relevant Law

The Board of Directors of the Organization has interpreted the State Prudent Management of
Institutional Funds Act (SPMIFA) as requiring the preservation of the fair value of the ‘original glft as
of the gift date of the donor-restricted endowment funds absent explicit dO%QI stipul
contrary. As a result of this interpretation, the Organization classifies as permaneg I,
assets (a) the original value of gifts donated to the permanent endowment, (b) fhe
subsequent gifts to the permanent endowment, and (c) accumulation
made in accordance with the direction of the applicable donor .gi
accumulatlon is added to the fund. The 1emammg poxtlon of t

eted e vment fund
as unres ffged temporauly
e by the%1 ganization 1n a

—
.'3
o
le)
o
Qo
-
[N
0
=
[¢]
[¢]
- £
—
=

manner consistent with the standard of prudence pl‘esCﬁ g E/
SPMIFA, the Organization considers the following faetors in making a dematlon to appropriate

The duration and preservation of the fund
The purposes of the Organization and the
General economic conditions
The possible effect of inﬂation ar

Nk L=~

the endowment assets. Endowment assets include those assets of
rganization must hold in perpetuity or for a donor-specified period
ated funds.

donor-zest

chieving Objectives

lies on a total return strategy in which investment returns are achieved through
applematxon (realized and unrealized) and current yield (interest and dividends). The
on makes mvestments in a wide array of asset classes, including, but not limited to, stocks,

Funds with Deficiencies

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
Page 9 of 12

ENDOWMENTS (CONTINUED)

The changes in endowment net assets for the year ended June 30, 2014, were as follows:

Temporarily Permanengﬁ ;
Unrestricted Restricted Restricted “ .
Endowment net assets,
beginning of year $ 7,213,787 § 29,102
Investment return: R4
Income 983,466 64,694 1,048,160
Net appreciation 1,119,465 1,119,465
Total investment return 2,102,931 2,167,625
Contributions/other revenue 377,416 1,067,556
Appropriation for expenditure (916,785) . - (929,785)
Transfers - -
Endowment net assets,
end of year 80,796 $11,779,856  $20,638,001
The changes in endowment net assets for the 0, 2013, were as follows:
Temporarily Permanently
Restricted Restricted Totals
Endowment net assets;
beginning of $ - $10,323,833  $16,881,097
Investment ret
Income 891,143 50,579 - 941,722
490,491 10,781 - 501,272
1,381,634 61,360 - 1,442,994
255,740 7,550 765,883 1,029,173
(980,851) (47,543) - (1,028,394)
- 7,735 - 7,735
$ 7,213,787 $ 29,102 $11,089,716  $18,332,605
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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:

2014
Administration of the state's athletic program for its
member schools, including the education and training of 5,
officials. $ 3,685, 043

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

RETIREMENT PLANS

“plan”) effective June 1, 2010.
onth following employment. The
icipant’s deferral up to a maximum of
onary matching contribution, and a

1 share determined by management annually.
Participants are 100% vested<in the digcreti contributions after six years of service. Plan
benefits are distributed upps ' ability, termination, or death. The Organization’s share
of retirement cost wags!
respectively, This m@s;g{ves a%ﬁ ional discretionary matching contribution, and a 2% profit
sharing contributi %% T "

The Organization established a 401(k) ret
Employees are eligible to participate on th
Organization provides for a safe harbc
4% of compensation. The plan

hs, the federal informational returns of the Organization for the years
rough 2014 are subject to examination by taxmg authoutles Management
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC,

NOTES TO FINANCIAL STATEMENTS

Page 11 of 12

OPERATING LEASES

The Organization was obligated under an operating lease agreement for office equipment. The
monthly payment was $3,616, and the lease was set to expire in 2016. The lease was terminated
early April 2014. Total rental expense for the operating lease amounted to $36,160 ar M@%Sﬁ% 392, for
the years ended June 30, 2014 and 2013, respectively.

The Organization is obligated under an operating lease agreement for office eq
payment is $3,001, and the lease expires in 2019. Minimum future rental payme

Year Ending June 30,
2015 $
2016
2017
2018
2019
2020

for temporary office space in June 2014,
tly. The Lease terminates in June 2015, There
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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 1nformatlon 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 sh be read i in
conjunction with the Organization's financial statements for the year ended%J%une 30,
which the summarized information was derived.

CONTINGENCY

The Organization is a co-defendant in a lawsuit. Liability exposure is ] X W,.but will be
fully covered by insurance. The Organization believes thessui i merit and intends to
vigorously defend its position. No accrual has been made i ncial statements

for any possible loss,

RESTATEMENT OF NET ASSETS

Subsequent to the issuance of the June 3
certain contributions were accounted f01 inco
adjusted as follows: pennanently re

tatements, management determined
net assets as of July 1, 2013, were
increased by $19,505; temporarily
net assets were decreased by $22,591.




