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INDEPENDENT AUDITOR'S REPORT

Board of Directors

Notrth Carolina High School
Athletic Association, Inc,

Chapel Hill, North Carolina

of these financial statements
ited States of America; this includes
trol relevant to the preparation and fair
tatement, whether due to fraud or error.

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

Auditor's Responsibility

Our responsibility is

ation of the financial statements in mder to demgn aud1t procedures that are
stances, but not for the purpose of expxessmg an opinion on the effectiveness of
ol. Accordingly, we express no such opinion. An audit also includes evaluating
accounting policies used and the reasonableness of significant accounting estimates
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,,2016, and the
changes in its net assets and its cash flows for the year then ended in accordance with acco
generally accepted in the United States of America.

Report on Summarized Comparative Information

he year-ended June
30, 2015, is consistent, in all material respects, with the audited fin stat hich it has been
derived.

Chapel Hill, North Carolina
November 21, 2016



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF FINANCIAL POSITION

EXHIBIT A
June 30, 2016 and 2015

Page 1 of 2

ASSETS

CURRENT ASSETS:
Cash and equivalents
Investments
Grant receivable
Corporate sponsors receivable
Other receivables
Prepaid expenses

v 58,571

TOTAL CURRENT ASSETS 18,383,597
PROPERTY AND EQUIPMENT, NET 1,575,202
OTHER ASSETS:

Investments 13,187,968 12,439,511
Agency cash 62,668 62,668
Cash surrender values - life insurance 2,309,440 2,310,718

TOTAL OTHER ASSET 15,560,076 14,812,897

TOTAL ASSETS 34,780,024 $ 34,771,696

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, 2016 and 2015
Page 2 of 2

LIABILITIES AND NET ASSETS

2016

CURRENT LIABILITIES:
Accounts payable and accrued expenses $ 1,299,463
Accrued vacation
Deferred revenue
Agency funds

o

Current pottion of long-term debt 7195242
TOTAL CURRENT LIABILITIES 1,987,534
LONG-TERM LIABILITIES:
Loan payable, net of current portion 614,731
TOTAL LIABILITIES 2,602,265
NET ASSETS:
Unrestricted:
Board designated 8,736,201 9,826,997
Undesignated 10,445,278 9,822,780
Temporarily restricted 63,398 80,143
Permanently restricted 13,187,968 12,439,511
32,432,845 32,169,431
ASSETS $ 34,780,024 $ 34,771,696

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, 2016
(With Comparative Totals for the Year Ended June 30, 2015)
Temporarily Permanently 2016 2015
Unrestricted Restricted Restricted Totals Totals
SUPPORT AND REVENUE:
Playoffs $ 1,536,143 $ - $ - $ 1,536,143 $ 1,539,460
Contributions 1,496,170 3,536 748,457 2,248,163 2,226,551
In-kind contributions 62,934 - - /ﬁ 62,934 112,493
Government grants and contracts - 295,320 - M%,QO 298,434
Officials' registrations 481,105 - 4814405 %, 465,700
Membership dues 377,033 - 2,370,691
Fines, insurance administration, and other 697,311 - : ﬁf 636,565
Programs, books, and directories 33,873 - L 4 45,822
Unrealized losses on investments (1,115,572) (2,046) ¢ (1,081,268)
Realized gains 510,482 - 961,975
Investment income 527,118 744,220
Change in cash surrender value - life insurance (1,278) 60,809
4,605,319 6,381,452
Net assets released from restrictions 313,555 - -
TOTAL SUPPORT AND REVENUE 4,918,874 5,650,586 6,381,452
EXPENSES:
Program services - 4,310,670 4,336,278
Supporting services:
General and administrative - 793,537 853,614
Fundraising - 282,965 350,447
Total supporting services - 1,076,502 1,204,061
TOTAL EXPENSES - - 5,387,172 5,540,339
CHANGES IN NET ASSETS (16,745) 748,457 263,414 841,113
NET ASSETS - BEGINNING / 19,649,777 80,143 12,439,511 32,169,431 31,328,318
NET ASSETS - END OF ! 19,181,479 $ 63,398 $ 13,187,968 $ 32432845 $ 32,169,431

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, 2016
(With Comparative Totals for the Year Ended June 30, 2015)
Program General and 2016 2015
Services Administrative Fundraising Totals Totals

Salaries and benefits $ 660,977 $ 286,510  $ 214,470 1,161,957 1,288,498
Payments to schools 1,050,761 - - 1 0;% 969,133
Team expenses 876,211 - - 951,910
Insurance 505,581 56,176 - 561,7 M ,333
Gate receipts distribution 267,433 - - ,882
Office expense and supplies 137,150 73,850 , 12,2 ' 03,205
Investment fees - 178,666 b 199,483
Awards 158,855 - 163,167
Other expenses 58,561 46,462 158,712
Printing, publications, and programs 147,538 10,107 170,490
Meetings expense 102,182 25,545 116,442
Workshops 121,124 95,133
Depreciation 49,658 78,621
Contract services 51,000 50,000
Professional services 12,125 79,714
Advertising 46,784 45,000
Telephone and utilities 19,767 27,326
Building and grounds maintenance 1,953 10,289
Interest expense 22,558
Travel 13,466
Hall of Fame 22,944
Vehicle expense 9,299
Temporary office space - 35,734

Total expenses 3,537 8 282,965 $§ 5,387,172  $§ 5,540,339

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, 2016 and 2015

CASH FLOWS FROM OPERATING ACTIVITIES:

Changes in net assets
Adjustments to reconcile changes in net assets to net
cash provided by operations:
Depreciation

Change in cash surrender values of life insurance
Decrease (increase) in values of annuity investments

Permanently restricted contributions
Realized gains on investments
Realized gain on sale of property and equipment
Unrealized losses on investments
Increase (decrease) in cash arising from changes

in assets and liabilities:

Grant receivable

Corporate sponsors receivable

Other receivables

Prepaid expenses

Accounts payable and accrued expenses

Accrued vacation

Deferred revenue

NET CASH PROVIDED BY OPE

Purchase of property and equipme
Proceeds from sale of equipment

CASH FLOWS FR¢
Payments on loan

Supplemental Cash Flow Information:
Interest paid
Non cash transactions:
In-kind contributions

EXHIBIT D
2016 2015

$ 263414 $ 841,113

y

99317 . 78,621

1,278 (60,809)

. 42,665 2% (19,804)

. ,655)

~(950,756)

(48,651)
100,814
(65,145)
(10,470)
(109,871) 585,394
(26,229) 16,416
75,549 2,025
271,956 879,142
(45,112) (1,110,007)
15,500 35,076
8,763,833 5,717,995
(9,662,935) (6,845,387)
(928,714) (2,202,323)
(194,535) (190,027)
748,457 659,655
553,922 469,628
(102,836) (853,553)
9,035,241 9,888,794
$ 8,932,405 $ 9,035,241
$ 19,369 $ 22,558
$ 62,934 $ 112,493

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 fe%;%é;ts, and the
administration of chemical awareness and substance abuse education programs for “hig]
students, teachers, and administrators. L 9

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Accounting,

the obligation is incurred.

The Organization reports gifts of cash and
with donor stipulations that limit the uses
that is, when a stipulated time restriction e
restricted net assets are reclassifigdéto:u

support if they are received
When a donor restriction expires,
ction is accomplished, temporarily

tricted contributions are expended in the
lassified as unrestricted.

seclirities are stated at fair value. Donated securities are recorded at
¢ date of gift.

“Organization provides an allowance for doubtful accounts equal to the estimated
at are expected to be incurred in their collection. The allowance is based on historical
tion experience and a review by management of the current status of the existing

@’é%bles No allowance has been recorded at June 30, 2016 and 2015, 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.

Propetty and equipment are stated at cost when purchased and at fair market valug:on the date of
the gift when donated Plopel“cy and equipment are capitalized if their lives a ipected to be

line method over the estimated useful lives of the assets
F. Promises to Give.

Unconditional promises to give are recognized as suppor
Conditional promises to give are recognized when the cg
substantially met. Unconditional promises to give that 4
year are recorded at net realizable value. Unconditional
collected in future years are recorded at the pr
allowance for uncollectible promises is calculate

G. Net Assets.
Unrestricted - Resources of the Organizatior

or purpose. These resources incly ! erated from operations, undesignated gifts, and

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

Temporarily Restr rcrea’
Or ganlzatlon to use

its gifts of land, buildings, and equipment as unrestricted support unless
pu]atlons specify how the donated assets must be used. Gifts of long-lived assets
sstrictions that specify how the assets are to be used and gifts of cash or other assets
ised to acquire long-lived assets are reported as restricted support. Absent explicit
tlpulatlons about how long those long-lived assets must be maintained, the Organization
eports expirations of donor restrictions when the donated or acquired long-lived assets are placed
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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 pring%ples generally
accepted in the United States of America requires management to maké estimates and

estimates.

J. Income Tax.

The Organization is exempt from income taxes under
Code and is classified as other than a private foundation appli
assessed by income taxing authorities are included in general and administrative expenses.

o

CASH AND EQUIVALENTS
At times, the Organization places depositséw ig ity financial institutions that may be in
excess of federally insured amounts. The Organization jerienced any financial loss related

to such deposits.

INVESTMENTS

Investments consist of th

Unrealized
Market Gain
9,733,975 $ 9,925,701 $ 191,726
,676,403 1,676,403 -
8,996,315 9,556,605 560,290
495,051 547,143 52,092

$ 20,901,744  $21,705852 $§ 804,108
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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, 2015:

Unrealized
Cost Market Gain '
Mutual funds $ 9,189,547 $ 9508025 § 408478 %, N
Annuity contracts 1,719,068 1,719,068 = A Y
Equity securities 8,060,428 9,559,429 1,499,001
ETFs and UITs 571,630 585,877

$ 19,540,673  $ 21,462,399

FAIR VALUE OF ASSETS

U.S. GAAP defines fair value as the amount that w
orderly transaction between market participants at.th

U.S. GAAP establishes a fair value hierarch
the use of observable inputs and minimizes th
observable inputs be used when availabl

e assets local market conditions, trading values on public exchanges for compalable
rent and projected operating performance and financing transactions subsequent to the
acq 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, 2016, 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, 2016 and 2015. Assets are classified in their entirety based on the
lowest level of input that is significant to the fair value measurement.

June 30, 2016
Assets: Level 1 Level 2 Level 3
Mutual funds $ 9,925,701

Annuity contracts -
Equity securities 9,556,605
ETFs and UITs 547,143

$ 20,029,449

Assets: Level 1 Total

Mutual funds $ 9,598,02 $ 9,598,025
Annuity contracts 1,719,068
Equity securities - 9,559,429
ETFs and UITs - 585,877

$ 1,719,068  $ 21,462,399

- 2016 2015
ginning of year  $§ 1,719,068 $ 1,699,264
n (42,665) 19,804

$ 1,676,403 $ 1,719,068
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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, 2016 and 2015:

2016 2015
Furniture, fixtures, and equipment $ 506872 $ 500,209
Building and improvements 1,738,220 1,737,155
Vehicles 124,121 121,366

2,369,213 2,358,7 0

Less: accumulated depreciation (857.,868) (7

S 1511345

LOAN PAYABLE

Principal and interest payments amount to $17825 per terest calculated at 2.64% per
annum. The loan matures June 2019, an iyestments maintained by the lender.
Principal prepayment is allowed, however it i repayment fee as described in the loan

$ 200,085
205,432
209,921

$ 615438

s TO GIVE

ive at June 30, 2016 and 2015, total approximately $2.2 million and $1
These conditional promises to give, which are predomlnantly for specific
@ and all-star games, are not recognized in the accompanying financial statements.
They will be. g@ﬁﬁlzed 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:

2016 2015

Temporarily restricted net assets: h % )

Charlie Adams Endowed Scholarship $ 3,653 ¢

Clary Medal Awards 12,510

Dave Harris Athletic Director Award 5,399

Gainey Student Scholarships /

McGee Expendable

McGee Scholarship

Mylan Grant

Willie Bradshaw Scholarship

Tony Cuilen Expendable

Tony Cullen Memorial Fund
Tony Webb Coach of the Year Aw

Temporarily restricted net assets

$ 12,606,777 $ 11,874,499

58230 56,280
100,000 100,000
18,936 18,936
100,000 100,000
125,035 120,165
3,090 -
7914 7,320
22,927 22,397
79,220 78,970
65,839 60,944

$ 13,187,968 $ 12439,511
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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 fi
funds designated by the Board of Directors to function as endowments, are classi
based on the existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law

v %%ﬁ ) i
The Board of Directors of the Organization has interpreted th = Pr ~ ana?’%%nt of
i ugmal gift as

made in accordance with the direction of the appl y
accumulation is added to the fund. The remain' r-restricted endowment fund

as unrestricted or temporarily

manner consistent with the standard of pru
SPMIFA, the Organization considers. 4 :
or accumulate donor-restricted endo¥

ted investment and spending policies for endowment assets that attempt to
ble stream of funding to programs supported by its endowment while seeking to
ing power of the endowment assets. Endowment assets include those assets of
finds that the Organization must hold in perpetuity or for a donor-specified period as
11 as board-designated funds.




NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

ENDOWMENTS (CONTINUED)

Strategies Employed For Achieving Objectives

The Organization relies on a total return strategy in which investment returns are achieved through
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

{o, stock
R 5%,

mutual funds and cash equivalents.

Funds with Deficiencies

funds may fall below the level that SPMIFA requires to retai
were no endowments below the required amounts at year-end.

Page 9 of 12

estricted Totals
Endowment net assets,
beginning of year $12439,511  $22,334,166
Investment return:
Income (loss) - - 633,740
Net depreciation (2,046) - (875,189)
Total investment retu (2,046) - (241,449)
Contributions/other revenie | 19 ; 748,457 1,192,649
' (24,750) - (1,320,335)
9,165 - 9,165
$ 8736201 $§ 50,027 $13,187,968  $21,974,196

dends). The
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 10 of 12

ENDOWMENTS (CONTINUED)

The changes in endowment net assets for the year ended June 30, 2015, were as follows:

Temporarily ~ Permanently &
Unrestricted ~ Restricted Restricted _~=Totals
o k)
Endowment net assets, . % -

beginning of year $10379210 $ 80796  $11,779.856% %gzz 239@%

Investment return: ﬁ%}yw -
Income (556,611) 9,112 , ”/f ( ,499)
Net appreciation 880,735 880,735

Total investment return 324,124 3 ‘% 333,236

Contributions/other revenue 392,814 ' 4 1,052,469

Appropriation for expenditure (1,269,151) (1,291,401)

Transfers

Endowment net assets,

end of year $12439,511  $22334,166

PROGRAM SERVICES

The following program servic anying financial statements:

2016 2015

Administration of the sf
member schools, i

of officials. $ 4015350 $ 4,037,844

295,320 298,434

$ 4,310,670 $ 4336278
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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) retirement 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.4 maximum of
4% of compensation. The plan also allows for a discretionary matching coritrib
discretionary profit sharing contribution, both of which are determined by managem
Participants are 100% vested in the discretionary contributions after six yeats.
benefits are distributed upon retirement, disability, termination, or death. The Of?gga
retirement cost was $64,479 and $77,832, for the years ended June 3

contribution for each year.

OPERATING LEASES

The Organization is obligated under an operating lea
payment is $3,001, and the lease expires in 20194
amounted to $36,009 for each year ended June 30;
are as follows:

inimum futme rental payments

Year Ending Jun

36,009
36,009
36,009
3,001
$ 111,028

he general operation and championship activities of the Organization.
plies, and travel expenses totaling $62,934 and $112,493, have been
ions for the years ended June 30, 2016 and 2015, 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 2015 financial statements in order to conform to 2016
presentation. Such reclassification had no effect on net assets,

PRIOR YEAR INFORMATION

year summarized comparative information in total but not by net asset class. St
not include sufficient detail to constitute a presentation in conformity:

which the summarized information was derived.

SUBSEQUENT EVENTS

Management has evaluated subsequent even
November 21, 2016, which was the date that the
determined there are no events that require disclosu

or disclosure through
were available to be issued, and



