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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 y Hig %gh%ool Athletic
Association, Inc. (a nonprofit organization), which comprise the/stat \ 1a1ﬁ%smon as of
June 30, 2017, and the related statements of activities and change ;s

Management is responsible for the prepard \ of these financial statements
in accordance with accounting principles generall ted i ited States of America; this includes
the design, implementation, and maintenance of ol #elevant to the preparation and fair
presentation of financial statements that ial m tatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is té-express ese financial statements based on our audit. We
conducted our audit in acg iti andards generally accepted in the United States of
America. Those standards ire tl and perform the audit to obtain reasonable assurance about
whether the financial ¢ :

n of the financial statements in order to des1gn audlt procedures that are
stances but not for the puxpose of explessmg an opmlon on the effectlveness of

appropr 1atene§/s*”*6ff Jaccountmg p01101es used and the leasonableness of significant accounting estimates
by manﬁg ment, as well as evaluating the overall presentation of the financial statements.

OP, CPAS, PA. PO

Phone/919.942.8700 ¢« Fax/
The Exchange West at Meadowmont = 1414 Rale
www.b-scpa.com * email‘ep;
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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 30,2017, and the
changes in its net assets and its cash flows for the year then ended in accordance with acco g principles
generally accepted in the United States of America.

Report on Summarized Comparative Information

June 30, 2016, is consistent, in all material respects, with the audit
been derived.

Chapel Hill, North Carolina
November 21, 2017



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF FINANCIAL POSITION

EXHIBIT A
June 30,2017 and 2016
Page 1 of 2
ASSETS
2017 2016
CURRENT ASSETS:
Cash and equivalents $ 9,151,003
Investments 10,064 47,3
Grant receivable 95,3 %@

Corporate sponsors receivable
Other receivables
Prepaid expenses

358, 152+ L\ .

TOTAL CURRENT ASSETS 17,708,603
PROPERTY AND EQUIPMENT, NET 1,511,345
OTHER ASSETS:

Investments ,898,042 13,187,968
Agency cash 67,171 62,668
Cash surrender values - life insurance 2,326,811 2,309,440

TOTAL OTHER ASSETS 16,292,024 15,560,076

TOTAL ASSETS 37,558,938 $ 34,780,024

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 30,2017 and 2016
Page 2 of 2
LIABILITIES AND NET ASSETS
2017 2016
CURRENT LIABILITIES: '
Accounts payable and accrued expenses $ 1,269,441 1,299,463

Accrued vacation

Deferred revenue

Agency funds

Current portion of long-term debt

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES:

Loan payable, net of current portion 415,353

! 4

TOTAL LIABILITIES 2,202,882 2,347,179
NET ASSETS:
Unrestricted:
Board designated 9,804,975 8,736,201
Undesignated 11,541,807 10,445,278
Temporarily restricted 111,232 63,398
Permanently restricted 13,898,042 13,187,968
TOTAL NET ASSET 35,356,056 32,432,845
TOTAL LIABILEITIES $ 37,558,938 $ 34,780,024

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, 2017
(With Comparative Totals for the Year Ended June 30, 2016)
Temporarily Permanently 2017 2016
Unrestricted Restricted Restricted Totals Totals
SUPPORT AND REVENUE:
Playoffs $ 1,444,727 $ - $ - $ 1,444,727 $ 1,536,143
Contributions 1,520,305 800 710,074 2,231,179 2,248,163
In-kind contributions 120,122 - - %%120,122 62,934
Government grants and contracts - 227,556 - ° <2 27,556 295,320
Officials' registrations 471,033 - 471 & 481,105
Membership dues 382,454 - ‘:%% 377,033
Fines, insurance administration, and other 692,150 - A7 697311
Programs, books, and directories 29,518 - 4 33,873
Unrealized gains (losses) on investments 1,584,235 (1,117,618)
Realized gains 381,333 510,482
Investment income 644,607 527,118
Change in cash surrender value - life insurance 46,927 (1,278)
7,317,411 5,650,586
Net assets released from restrictions 257,030 -
TOTAL SUPPORT AND REVENUE 7,574,441 8,332,349 5,650,586
EXPENSES:
Program services 4,282,322 4,310,670
Supporting services:
General and administrative - 850,780 793,537
Fundraising - 276,036 282,965
Total supporting services - 1,126,816 1,076,502
TOTAL EXPENSES - - 5,409,138 5,387,172
CHANGES IN NET ASSETS 47,834 710,074 2,923211 263,414
NET ASSETS - BEGINNING OF 19,181,479 63,398 13,187,968 32,432,845 32,169,431
NET ASSETS - END O 21,346,782 $ 111,232 $ 13,898,042 $ 35,356,056 $ 32432845

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, 2017
(With Comparative Totals for the Year Ended June 30, 2016)
Program General and 2017 2016
Services Administrative Fundraising Totals Totals

Salaries and benefits $ 710,014  § 308,252 $ 229,619 $ $ 1,161,957
Payments to schools 1,024,373 - - 1,050,761
Team expenses 949,343 - - 876,211
Insurance 468,112 52,013 1,757
Gate receipts distribution 246,436 - 267,433
Other expenses 99,419 78,079 162,112
Office expense and supplies 128,836 69,373 - 212,218
Investment fees - 188,167 178,666
Meetings expense 137,818 130,403
Awards 137,708 162,855
Printing, publications, and programs 111,938 160,981
Depreciation 43,233 99,317
Professional services 14,755 59,022 48,500
Workshops 64,232 64,232 121,124
Advertising 45,000 45,000 46,890
Contract services 43,000 43,000 51,000
Telephone and utilities 24,133 28,392 23,255
Building and grounds maintenance 1,740 17,397 19,527
Interest expense 14,045 19,369
Travel 11,169 18,040
Hall of Fame 6,830 8,693
Vehicle expense 6,204 6,103
Total expenses 0,780  §$ 276,036 $ 5409,138 § 5,387,172

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, 2017 and 2016

CASH FLOWS FROM OPERATING ACTIVITIES:
Changes in net assets
Adjustments to reconcile changes in net assets to net
cash (used) 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 (gains) 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 (USED) PROVIDED

Purchase of property and equipme
Proceeds from sale of equipment..
Proceeds from sale of investmen
Purchase of investments

IVALENTS - BEGINNING OF YEAR

ND* 6UIVALENTS - END OF YEAR

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

EXHIBIT D
2017 2016
$ 2,923,211 $ 263,414

" (5.848)
1,117,618
1,397
29,521
71,195
(34,959)
(30,022) (109,871)
1,719 (26,229)
79,363 75,549
(211,568) 271,956
(80,618) (45,112)
42,700 15,500
5,681,750 8,763,833
(5,723,880) (9,662,935)
(80,048) (928,714)
(199,860) (194,535)
710,074 748,457
510,214 553,922
218,598 (102,836)
8,932,405 9,035,241
$ 9,151,003 $ 8,932,405
$ 14,045 $ 19,369
$ 120,122 $ 62,934

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“events; and the
administration of chemical awareness and substance abuse education programs for
students, teachers, and administrators.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Accounting.

The Organization prepares its financial statements o

the obligation is incurred.

The Organization reports gifts of cash an
with donor stipulations that limit the use
that is, when a stipulated time restriction e
restricted net assets are reclassifjes

activities and changes in ne
contributions are expende
classified as unrestricted.

ed support if they are received
s. When a donor restriction expires,
ction is accomplished, temporarily
sets and reported in the statement of
eleased from restrictions. If restricted

The @;gamzatlon provides an allowance for doubtful accounts equal to the estimated losses that
are ex ;écted to be incurred in their collection. The allowance is based on historical collection
expetience and a review by management of the current status of the existing receivables. No
allowance has been recorded at June 30, 2017 and 2016, 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 val@g on the date of
the gift when donated. Property and equipment are capitalized if their lives a@‘%ygected to be
greater than one year and their cost exceeds $500. Depreciation is calculated using € e

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 c¢

G. Net Assets.

Unrestricted - Resources of the Organization
or purpose. These resources include

Temporarily Restr rcted
Organization to use
satisfied by the pass:

ports gifts of land, buildings, and equipment as unrestricted support unless
,tlpufatlons 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

b d to acquire long-lived assets are reported as restricted support. Absent explicit
ipulations about how long those long-lived assets must be maintained, the Organization
xpirations of donor restrictions when the donated or acquired long-lived assets are placed
e.
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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 prinacgles generally
accepted in the United States of America requires management to maké%%ixnates and
assumptions that affect reported amounts of assets and liabilities and disclosure ofigontingent
assets and liabilities at the date of the financial statements and the reported:a ‘ :
and expenses during the reporting period. Accordingly, actual results co%;
estimates.

J. Income Tax.

The Organization is exempt from income taxes under
Code and is classified as other than a private founda ;
assessed by income taxing authorities are included in g trative expenses.

CASH AND EQUIVALENTS
At times, the Organization places deposi i inancial institutions that may be in

excess of federally insured amounts. The Org;
to such deposits.

INVESTMENTS

Investments consist of the fo/

Unrealized
Cost Market Gain
$ 10,059,190  $10,702,939 § 643,749
1,844,874 1,844,874 -
9,101,622 10,876,339 1,774,717
502,667 538,363 35,696

$ 21,508,353  $23,962,515 § 2,454,162
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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, 2016:
Unrealized
Cost Market Galg%
Mutual funds $ 9,733,975 § 9,925,701 6

Annuity contracts 1,676,403 1,676,403
Equity securities 8,996,315 9,556,605
ETFs and UITs 495,051 547,1

$ 20,901,744

FAIR VALUE OF ASSETS

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

the use of observable inputs and minimizes
observable inputs be used when avai

Organization. Unobservable inputs ion’s assumptions about the inputs market
participants would use in : developed based on the best information
available in the circumst rchy is categorized into three levels based on the
inputs as follows:

Level 1 - Valuati
reporting date.

yuts other than quoted prices, which are either directly or indirectly
ate, are valued at pnces for 51m11a1 assets or llablhtles in markets not

for the asset. Fair value for these assets is determined using valuation methodologies that
consider a'ra it factors, including but not limited to the price at which the asset was acquired, the
sets, local market conditions, trading values on public exchanges for comparable
rrent and projected operating performance and financing transactions subsequent to the
- 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 years ended June 30, 2017 and 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, 2017 and 2016. Assets are classified in their entirety based on the
lowest level of input that is significant to the fair value measurement,

mﬁ?%

June 30, 2017
Assets: Level 1 Level 2 Level 3

Mutual funds $ 10,702,939 $
Annuity contracts -
Equity securities 10,876,339
ETFs and UITs 538,363

$ 22,117,641

Assets: Level 1 Total
Mutual funds $ 9,925, - $ 9,925,701
Annuity contracts 1,676,403 1,676,403
Equity securities - 9,556,605
ETFs and UITs - 547,143

$ 1,676,403  $21,705,852

anges in the fair value of the Organization’s Level 3

2017 2016
$ 1,676,403 $ 1,719,068
168,471 (42,665)

$ 1,844874 $ 1,676,403
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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, 2017 and 2016:
2017 2016
Furniture, fixtures, and equipment $ 525429 % 5()6,ff%@%fff‘i%M
Building and improvements 1,745,800 A
Vehicles 115,389

Less: accumulated depreciation

LOAN PAYABLE

The Organization borrowed $1 million in Ju
Principal and interest payments amount to
annum. The loan matures June 2019, an

terest calculated at 2.64% per
hyestments maintained by the lender.

205,432

210,146

§ 415,578

veat June 30, 2017 and 2016, total approximately $1.6 million and $2.2
These conditional promises to give, which are predominantly for specific
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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:

2017

Temporarily restricted net assets:
Charlie Adams Endowed Scholarship $ 7,297
Clary Medal Awards 19,920
Dave Harris Athletic Director Award
Gainey Student Scholarships
Hall of Fame Endowment
Lacrosse Scholarship
McGee Expendable
McGee Scholarship
Mylan Grant
Tony Cullen Expendable
Tony Cullen Memorial Fund
Tony Webb Coach of the Year Award

Willie Bradshaw Scholarship

Temporarily restricted ne 111,232 $ 63,398

Permanently restricte

Endowment $ 13,295,078 $ 12,606,777
Charlie Adams, 60,380 58,230
100,000 100,000

18,936 18,936

100,000 100,000

129,430 125,035

5,390 3,090

17,157 7,914

25,687 22,927

79,470 79,220

66,514 65,839

$ 13,898,042 § 13,187,968
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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 funds, including
funds designated by the Board of Directors to function as endowments, are classi %nd reported
based on the existence or absence of donor-imposed restrictions. N ¢

Interpretation of Relevant Law

The Board of Directors of the Organization has interpreted the

ate. P uden%Mana 0
Institutional Funds Act (SPMIFA) as requiring the preservation of ir v

value of t%@ g.original gift as

made in accordance with the direction of the appl
accumulation is added to the fund. The remainj

that is not classified in permanently restricte
restricted net assets until those amounts ar pendltuxe by the Organization in a
manner consistent with the standard of pru SPMIFA. In accordance with
SPMIFA, the Organization considers 's i.making a determination to appropriate

S umestrlcted or tempmauly

. The duration and preservati
. The pu1 poses of the Or

,pted investment and spending policies for endowment assets that attempt to
able stream of funding to programs supported by its endowment while seeking to
uxc}jﬁsmg power of the endowment assets. Endowment assets include those assets of
; inds that the Organization must hold in perpetuity or for a donor-specified period as
1l as bcg,xd designated funds.
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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 achieved through
both capital appreciation (realized and unrealized) and current yield (interest and /a?w ends). The
Organization makes investments in a wide array of asset classes, including, but not limit @o stock
mutual funds and cash equivalents,

Funds with Deficiencies

From time to time, the fair value of assets associated with indivi
funds may fall below the level that SPMIFA requires to retain as
wetre no endowments below the required amounts at year-end

ermanently
Restricted Totals

Endowment net assets,

beginning of year $13,187,968  $21,974,196
Investment return:
Income - 723,204
Net appreciation 13,771 - 1,255,554
Total investment retur 76,508 - 1,978,758
Contributions/other revet 9,850 710,074 1,110,288
Appropriation for expenditure (1,223,840) (36,633) - (1,260,473)

$ 9,804975 § 99,752 §13,898,042  $23,802,769
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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, 2016, were as follows:

Temporarily Permanently .+
Unrestricted Restricted Restricted

Endowment net assets,
beginning of year $ 9826997 § 67,658
Investment return:

Income 633,740 -
Net depreciation (873,143) )

Total investment return (239,403) ~ (241,449)
Contributions/other revenue 444,192 1,192,649
Appropriation for expenditure (1,295,585) - (1,320,335)
Transfers - 9,165

Endowment net assets,

end of year ,027 $13,187,968  $21,974,196

PROGRAM SERVICES

anying financial statements:

2017 2016

Administration of th
member schools; inc

officials. $ 4,054,766 $ 4,015,350

227,556 295,320

$ 4,282,322 $ 4,310,670
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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.s maximum of
4% of compensation The plan also allows for a dlscnetlonaly matchmg corfr /tlon, and a

Partlcxpants are 100% Vested in the dlscxetlonaly contributions after six
benefits are distributed upon retirement, disability, termination, or death. The Ot
retirement cost was $70,494 and $64,479, for the years ended June 30
contribution for each year,

OPERATING LEASES

Prior to March 2017, the Organization was obligated under an opelat lease agreement for office
equipment. The monthly payment was $3,001, and. #“2020 In March 2017,
the Organization signed another lease agreeme t with a different lessor. The
monthly payment is $3,235, and the lease ex Organization received $93,548
from the new lessor to fund the remainin he old lease agreement. At June 30,
2017, the Organization is obligated to pay t fts under both leases. The amount
received from the new lessor is recordgt
on the old lease become due and
amount funded by the new lessor,
2017 and 20186, respectively

71" and $36,009 for the years ended June 30,
payments are as follows:

$ 74,829
74,829
41,821
38,820
35,585

$ 265,884

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 $120,122 and $62,934, have been
recognized as contributions for the years ended June 30, 2017 and 2016, respectively.
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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 priot-
year summarized comparative information in total but not by net asset class or function. Such
information does not include sufficient detail to constitute a presentation in formity with
accounting principles generally accepted in the United States of America. Ato
information should be read in conjunction with the Organization's financial statement
ended June 30, 2016, from which the summarized information was derived,

SUBSEQUENT EVENTS

Management has evaluated subsequent events for rec
November 21, 2017, which was the date that the financial statemlents were availab
determined thele are no events that require disclosure.

s issued, and




