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INDEPENDENT AUDITOR'S REPORT

Board of Directors

North Carolina High School
Athletic Association, Inc.

Chapel Hill, North Carolina

Association, Inc. (a nonprofit organization), which comprise t C]
June 30, 2015, and the related statements of activities and cha ssets, functl@“%l expenses, and
cash ﬂows for the year then ended, and the related notes to the fin kc1a1 statements.

sentation of these financial statements
d States of America; this includes
| relevant to the preparation and fair
sstatement, whether due to fraud or

in accordance with accounting principles generall
the design, implementation, and mainten

error.
Auditor's Responsibility

ron these financial statements based on our audit. We
g standards generally accepted in the United States of
hat we plan and perform the audit to obtain reasonable assurance
s are free from material misstatement,

ial statements. The procedures selected depend on the auditor's judgment,
risks of material misstatement of the financial statements, whether due to

ud- or king tﬁose risk assessments, the auditor considers internal control relevant to the
eati ty%@ § pre ita tion an%fau presentation of the financial statements in order to design audit procedures

that are applopﬁ; in the circumstances, but not for the purpose of expressmg an opinion on the
ef ;%gtlveness of the‘entltys internal control. Accordingly, we express no such opinion. An audit also

des evaluath ng the appropriateness of accounting policies used and the reasonableness of significant
ates made by management, as well as evaluating the overall presentation of the financial

statements.
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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 position of North Carolina High School Athletic Association, Inc., as of June;30, 2015, and
the changes in its net assets and its cash flows for the year then ended in accordanceé% accounting
principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited the Organization’s 2014 financial staten
unmodified audit opinion on those audited financial statements in our
In our opinion, the summarized comparative information presente
June 30, 2014, is consistent, in all material respects, with the au
has been derived. |

Chapel Hill, North Carolina
November 24, 2015



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.
STATEMENTS OF FINANCIAL POSITION
EXHIBIT A
June 30, 2015 and 2014
Page 1 of 2
ASSETS

2015

CURRENT ASSETS:
Cash and equivalents
Investments

Grant receivable

Corporate sponsors receivable
Other receivables

Prepaid expenses

TOTAL CURRENT ASSETS 18,856,668

PROPERTY AND EQUIPMENT, NET 567,674
OTHER ASSETS:
Investments 12,439,511 11,779,856
Agency cash 62,668 62,668
Cash surrender values - life insuranc 2,310,718 2,249,909
TOTAL OTHER ASSETS 14,812,897 14,092,433

$ 34,771,696 $ 33,516,775

iy
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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, 2015 and 2014

Page 2 of 2

LIABILITIES AND NET ASSETS

2015
CURRENT LIABILITIES:
Accounts payable and accrued expenses $ 1,409,33%
Accrued vacation 83,335
Deferred revenue
Agency funds

Current portion of long-term debt

TOTAL CURRENT LIABILITIES 1,378,668

LONG-TERM LIABILITIES:

Loan payable, net of current portion 809,789
TOTAL LIABILITIES 2,188,457
NET ASSETS:
Unrestricted:
Board designated 7,930,951 8,483,164
Undesignated 11,718,826 10,972,022
Temporarily restricted 80,143 93,276
Permanently restricted 12,439,511 11,779,856
TOTAL NET AS{WS% S 32,169,431 31,328,318
T ASSETS $ 34,771,696 $ 33,516,775

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, 2015
(With Comparative Totals for the Year Ended June 30, 2014)
Temporarily Permanently 2015 2014
Unrestricted Restricted Restricted Totals Totals
SUPPORT AND REVENUE:
Playoffs $ 1,539,460 $ - $ - $ 1,539,460 $ 1,449,848
Contributions 1,544,103 22,793 659,655 2,226,551 2,065,111
In-kind contributions 112,493 - - ) %\;I 12,493 204,848
Government grants and contracts - 298,434 - W”%@JAM 322,413
Officials' registrations 465,700 - 4@”%5 &, 426,789
Membership dues 370,691 - 363,199
Fines, insurance administration, and other 636,565 - 598,351
Programs, books, and directories 45,822 - 46,613
Unrealized (losses) gains on investments (1,081,268) - 1,259,006
Realized gains 961,975 1,056,873
Investment income 744,220 670,195
Change in cash surrender value - life insurance 60,809 45,358
5,400,570 8,508,604
Net assets released from restrictions 334,360 - -
TOTAL SUPPORT AND REVENUE 5,734,930 6,381,452 8,508,604
EXPENSES:
Program services 4,3362 - 4,336,278 4,007,456
Supporting services:
General and administrative - 853,614 890,939
Fundraising - 350,447 274,729
Total supporting services - 1,204,061 1,165,668
TOTAL EXPENSES - - 5,540,339 5,173,124
CHANGES IN NET ASSETS (13,133) 659,655 841,113 3,335,480
NET ASSETS - BEGINNING 19,455,186 93,276 11,779,856 31,328,318 27,992,838
NET ASSETS - END @%ﬁm 19,649,777 $ 80,143 $ 12,439,511 $ 32,169431 $ 31,328318
h Y

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



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC,

Salaries and benefits

Payments to schools

Team expenses

Insurance

Gate receipts distribution

Office expense and supplies
Investment fees

Printing, publications, and programs
Awards

Other expenses

Meetings expense

Workshops

Professional services

Depreciation

Contract services

Advertising

Temporary office space

Telephone and utilities

Hall of Fame

Interest expense

Travel

Building and grounds maintenance
Vehicle expense

Total expenses

STATEMENT OF FUNCTIONAL EXPENSES

EXHIBIT C
For the Year Ended June 30, 2015
(With Comparative Totals for the Year Ended June 30, 2014)
Program General and 2015 2014
Services Administrative Fundraising Totals Totals

$ 778,105  $ 309,094 § 201,299 1,288,498  § 1,340,428
969,133 - . 969,133 641,848
951,910 - - 1 932,472
471,000 52,333 - 458,780
305,882 - 79,359
118,755 76,092 91,503

- 199,483 194,829

142,557 9,808 176,088
163,167 - 155,423
52,646 33,116 273,644
91,353 22,838 101,870
95,133 106,933
19,928 75,761
39,310 68,529
50,000 66,000

- 10,970

23,227 35,734 -
23,227 27,326 36,210
22,944 22,944 16,119

- 22,558 1,320

677 13,466 16,659

- 10,289 17,731

- 9,299 10,648

$ 350,447 5,540,339 $ 5,173,124

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, 2015 and 2014
2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES:
Changes in net assets $ 841,113 $ 3,335,480
Adjustments to reconcile changes in net assets to net
cash provided by operations:
Depreciation 78, 621 68,529
Increase in cash surrender values of life insurance (60, 809) % (45 358)

Increase in values of annuity investments

Permanently restricted contributions

Realized gains on investments

Realized (gain) loss on sale of property and equipment

Unrealized losses (gains) on investments

Increase (decrease) in cash arising from changes
in assets and liabilities:

(IQ 804)

i

Grant receivable (10,860)
Corporate sponsors receivable 103,966
Other receivables (11,048)
Prepaid expenses 50,262
Accounts payable and accrued expenses 624,702
Accrued vacation 4,940
Deferred revenue 68,738
NET CASH PROVIDED BY OPERA 879,142 991,461
CASH FLOWS FROM INVESTING ACFIVATIES:
Purchase of property and equipment (1,110,007) (133,630)
Proceeds from sale of equipment 35,076 14,114
Proceeds from sale of investme 5,717,995 7,150,366
Purchase of investments (6,845,387) (10,765,118)
(2,202,323) (3,734,268)
- 1,000,000
(190,027) -
659,635 690,140
469,628 1,690,140
(853,553) (1,052,667)
9,888,794 10,941,461
EQUIVALENTS - END OF YEAR $ 9,035,241 $ 9,888,794
Supplemental Cash Flow Information
Interest paid $ 22,558 $ 1,320
Non cash transactions:
In-kind contributions $ 112,493 $ 204,848

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. (the “Organization™) 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
North Carolina; the education and training of officials of high school athletic & nts; and the
administration of chemical awareness and substance abuse education programs for “hij
students, teachers, and administrators.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Accounting,.

the obligation is incurred.

The Organization reports gifts of cash an
with donor stipulations that limit the uses
that is, when a stipulated time restriction enc 0L ‘
lestllcted net assets are 1eclass1ﬁg§1 anrestricted net s

ed support if they are received
s. When a donor restriction expites,

ction is accomplished, temporarily
sets and 1eported in the statement of

urities are stated at their fair market value based on readily
arket values. Donated securities are recorded at their fair market value

ants, corporate sponsorship, and other receivables are recorded at their net realizable
.. value.The Organization provides an allowance for doubtful accounts equal to the estimated
= losses that are expected to be incurred in their collection. The allowance is based on historical
colléétion experience and a review by management of the current status of the existing
receivables. No allowance has been recorded at June 30, 2015 and 2014, 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 valu on the date of

greater than one year and their cost exceeds $500. Depreciation is calculated usmg
line method over the estimated useful lives of the assets.

F. Promises to Give.
L 4 ) M

seé&%}% the period 1ecelved
Condltlonal promises to g1ve are 1ecogmzed when the conditions on which th'depend are

L

G. Net Assets.
Unrestricted - Resources of the Organizatibn

or purpose. These resources includ

'y a donor-imposed restriction requiring the
s as specified by the donor. The restrictions are

O1gamzat10n to use or, %@Een
satisfied by the pas;gge of time

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

b
e Orgam@ on ré orts glfts of land, buildings, and equipment as umestucted suppmt unless
”@glt donm

~ sed to acquire long-lived assets are reported as restricted support. Absent explicit

donm@mulahons about how long those long-lived assets must be maintained, the Organization

01t§/expn ations of donor restrictions when the donated or acquired long-lived assets are placed
sivice.
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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 pxepalatxon of financial statements in conformity with accounting pri ciples generally
é% 1mates and

accepted in the United States of America requites management to mak
assumptlons that affect reported amounts of assets and liabilities and dlsclosme 0

estimates.
J. Income Tax.

The Organization is exempt from income taxes under Seé f
eable, penaltxes and interest
neral and> dministrative expenses.

cluded %% there are no uncertain
ncial statements.

assessed by income taxing authorities are included i
Management evaluated tax positions for its tax tetuit
tax positions, and believes there is no income tax e

CASH AND EQUIVALENTS

At times, the Organization places de;
excess of federally insured amount
to such deposits.

. tinancial institutions that may be in
t experienced any financial loss related

INVESTMENTS

Investments consist

Unrealized
Market Gain
$ 9,189,547 § 9,598,025 $ 408478
1,719,068 1,719,068 -
8,060,428 9,559,429 1,499,001
571,630 585,877 14,247

$ 19,540,673  $21,462399 § 1,921,726
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 4 of 12

INVESTMENTS (CONTINUED)

Investments consist of the following at June 30, 2014:
Unrealized
Cost Market Gain
Mutual funds $ 8109864 $ 9000487 $ 890,623

Annuity contracts 1,699,264 1,699,264 :
Equity securities 7,334,542 9,410,521 2,075,979 °
ETFs and UITs 299,050 335,442 6,392

$ 17,442,720 $ 20,445,714

FAIR VALUE OF ASSETS

the use of observable inputs and minimizes the
observable inputs be used when availables:
use in pricing the asset or liability based
Organization. Unobservable inpuf ;
participants would use in prg‘é

ability developed based on the best information
iefarchy is categorized into three levels based on the

Level 1 - Valuatig%g § based.
reporting date.

nputs are unobservable and include situations where there is little, if any, market
he asset. Fair value for these assets is determined using valuation methodologies that
nge-of factors, including but not limited to the price at which the asset was acquired, the
“nature of ¢he assets, local market conditions, trading values on public exchanges for comparable

ecurities, eurrent and projected operating performance and financing transactions subsequent to the
acquisition of the asset. The inputs into the determination of fair value require significant
management judgment. Due to the inherent uncertainty of these estimates, these values may differ
materially from the values that would have been used had a readily available market for these assets
existed.

There were no changes during the year ending June 30, 2015, to the Organization’s valuation
techniques used to measure asset values on a recurring basis.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC,

NOTES TO FINANCIAL STATEMENTS
Page 5 of 12

FAIR VALUE OF ASSETS (CONTINUED)

The following tables summarize the assets of the Foundation for which fair values are determined on
a recurring basis as of June 30, 2015 and 2014. Assets are classified in their entirety based on the
lowest level of input that is significant to the fair value measurement.

June 30, 2015

Assets: Level | Level 2 Level 3
Mutual funds $ 9,598,025 $
Annuity contracts -
Equity securities 9,559,429
ETFs and UITs 585,877

$ 19743331  § '$ 21,462,399

Assets: Level 1 Total
Mutual funds $ 9,000,48 $ 9,000,487
Annuity contracts 1,699,264 1,699,264
Equity securities - 9,410,521
ETFs and UITs - 335,442
$ 1699264  § 20,445,714
The following table s of o anges in the fair value of the Organization’s Level 3

assets for the yea

2015 2014
$ 1699264 § 1,507,393
19,804 191,871

$ 1,719,068 $§ 1,699,264
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC,

NOTES TO FINANCIAL STATEMENTS

Page 6 of 12
PROPERTY AND EQUIPMENT
Property and equipment consist of the following at June 30, 2015 and 2014;
. . 2015 2014 ’ }%ﬁ% )
Furniture, fixtures, and equipment $ 500209 $ 350361 %
Building and improvements 1,737,155 )
Vehicles 121,366

Renovations in process -
2,358,730
(783,528)

Less: accumulated depreciation

LOAN PAYABLE

The Organization borrowed $1 million in Ju
Principal and interest payments amount to $‘
annum. The loan matures June 2019
prepayment fee as described in the lo;

ations to its office building,
ith interest calculated at 2.64% per
rallowed, however it is subject to a
 value of the loan payable approxnnates

195,242
200,085
205,432
209,214

©“© B o &2

y _give at June 30, 2015 and 2014, total approximately $1 million and
.,” , 1espec‘%{ﬁyely “These conditional promises to give, which are predominantly for specific
‘ 1 1p eve@s and all-star games, are not recognized in the accompanying financial statements.

. They will’ € I gﬁ’lzed when the conditions upon which they depend are substantially met.
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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:

2015
Temporarily restricted net assets:
Mylan grant $ 10,170
Tony Webb Coach of the Year Award 10,767

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

McGee Scholarship

McGee Expendable

Temporarily restricted net assets

Permanently restricted net assets

Endowment $ 11,874,499 $ 11,223,756
Hall of Fame Endowj%ﬁt 120,165 115,970
78,970 78,720

100,000 100,000

100,000 100,000

56,280 56,155

60,944 59,844

il 22,397 20,705

rrigiA thléﬁ%nector Award 18,936 18,936

o% iship 7,320 5770

$ 12439511 $ 11,779,856
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 8 of 12

ENDOWMENTS

The Organization’s endowments were established for a variety of purposes. The endowments include
both donor-restricted endowment funds and funds designated by the Board of Directors to function as
endowments. As required by U.S. GAAP, net assets associated with endowment nds, including
funds designated by the Board of Directors to function as endowments, are classi ﬁg@%}ld reported
t &

based on the existence or absence of donor-imposed restrictions. &,

i

L

Interpretation of Relevant Law

The Board of Directors of the Organization has interpreted the
Institutional Funds Act (SPMIFA) as requiring the preservation
of the gift date of the donor-restricted endowment funds abse
contrary. As a result of this intetpretation, the Organization si

assets (a) the original value of gifts donated to the perma ént endow:
subsequent gifts to the permanent endowment, and (c) accumulations to
made in accordance with the direction of the ap
accumulation is added to the fund. The remaining p
that is not classified in permanently restrict

hie permanent endowment
gift instrument at the time the
lonor-restricted endowment fund
s unrestricted or temporarily
xpenditure by the Organization in a
by SPMIFA. In accordance with
factors in.making a determination to appropriate

manner consistent with the standard of pru
SPMIFA, the Organization consider

. The duration and preserva
. The purposes of the Orggni

ands that the Organization must hold in perpetuity or for a donor-specified period as
ell as board-designated funds.

i
-~
o
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION , INC,

NOTES TO FINANCIAL STATEMENTS

Page 9 of 12
ENDOWMENTS (CONTINUED)

Strategies Employed For Achieving Objectives

The Organization relies on a total return strategy in which investment returns are achi
both capital appreciation (realized and unrealized) and current yield (interest and %
Organization makes investments in a wide array of asset classes, including, but not limited:
mutual funds and cash equivalents. L

Funds with Deficiencies

From time to time, the fair value of assets associated with indi
funds may fall below the level that SPMIFA requires to retain a;
were no endowments below the required amounts at year-e d.

) 4

The changes in endowment net assets for the year ended June 3 as follows:

Totals
Endowment net assets,
beginning of year $20,343,816
Investment return:
Income (loss) (547499)
Net appreciation 880,735
Total investment retu - 333,236

Contributions/other re%é@;e
Appropriation for’expenditure
Transfers

659,655 1,052,469
151) (22,250) - (1,291,401)

Endowment
$ 7930951 $ 67,658 $12439,511  $20,438,120
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

ENDOWMENTS (CONTINUED)

Page 10 of 12

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

Temporarily Permanently y

Unrestricted Restricted Restricted

Endowment net assets,

beginning of year $ 7213787 $ 29,102
Investment return:
Income 986,643 64,694 : o 1,337
Net appreciation 1,119,465 - L 1119465
Total investment return 2,106,108 = 2,170,802
Contributions/other revenue 377,416 A 1,067,556
Appropriation for expenditure (1,214,147) (1,227,147)
Transfers -
Endowment net assets, X
end of year 2 ) $11,779.856  $20,343,816
PROGRAM SERVICES
The following program servicess panying financial statements:
2015 2014
Administration of the s
member schools, ing
of officials. $ 4,037,844 $ 3,685,043
@gj]fe“ areness and substance
px%@%ms for high school students,
administration. 298,434 322,413
$ 4336278 $ 4,007,456
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 11 of 12

RETIREMENT PLANS

The Organization established a 401(k) retiement plan (the “Plan”) effective June 1, 2010.
Employees are eligible to participate on the first day of the month following employment. The
Organization provides for a safe harbor matching of each participant’s deferral up to a maximum of
4% of compensation. The plan also allows for a discretionary matching confribution, and a
discretionary profit sharing contribution, both of which are determined by man
Participants are 100% vested in the discretionary contributions after six yéa
benefits are distributed upon retirement, disability, termination, or death. The Or
retirement cost was $77,832 and $82,019, for the years ended June 30,
This includes a 2% additional discretionary matching contributi
contribution for each year.

OPERATING LEASES

The Organization was obligated under an operatin
monthly payment was $3,616, and the lease was set t
April 2014. Total rental expense for the operatin
ended June 30, 2015 and 2014, respectively.

gase was terminated early
$0 and $36,160, for the years

The Organization is obligated under an operating.

for office equipment. The monthly
payment is $3,001, and the lease expi

ture rental payments are as follows:

36,009
36,009
36,009
36,009

3,001

147,037

e operating lease amounted to $36,009 and $6,002, for the years ended
spectively.

ion @Vg%tered into a one-year lease agreement for temporary office space in June 2014.
1 ler this short-term lease was $24,095 for the year ended June 30, 2015. There was
o rent expense recorded in the year ended June 30, 2014,

LD SERVICES AND SUPPLIES

Although not recognized in the accompanying financial statements, volunteers have contributed
services and supplies toward the general operation and championship activities of the Organization.
Certain officiating and team supplies, and travel expenses totaling $112,493 and $204,848, have been
recognized as contributions as of June 30, 2015 and 2014, respectively.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 12 of 12

RECLASSIFICATIONS

Certain reclassifications have been made to the 2014 financial statements in order to conform to 2015
presentation. Such reclassification had no effect on net assets.

PRIOR YEAR INFORMATION

The statements of activities and changes in net assets, and functional expenses Ific
year summatized comparative information in total but not by net asset glass. Such
not include sufficient detail to constitute a presentation in conformity with acca
generally accepted in the United States of America. Accordingly, st nff%%{%”

conjunction with the Organization's financial statements for b
which the summarized information was derived.

CONTINGENCY

cappéd at $1M, and would be
“without merit and intends to
accompanying financial statements

The Organization is a co-defendant in a lawsuit.
fully covered by insurance. The Organizat
vigorously defend its position. No accrual ki
for any possible loss.

SUBSEQUENT EVENTS




