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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, 2018 and 2017,
and the changes in its net assets and its cash flows for the years then ended in accordances accounting
principles generally accepted in the United States of America.

ICYl

Chapel Hill, North Carolina
November 26, 2018



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF FINANCIAL POSITION

EXHIBIT A
June 30, 2018 and 2017
Page 1 of 2
ASSETS
2017
CURRENT ASSETS: )

Cash and equivalents $ 9,15 f;””:;
Investments 0,06 v
Grant receivable . / % 195,373
Corporate sponsors receivable S 358,152

. 4

Other receivables 41,889
Prepaid expenses 77,777
TOTAL CURRENT ASSETS 19,788,667
PROPERTY AND EQUIPMENT, NET 1,478,247
OTHER ASSETS:
Investments 14,548,684 13,898,042
Agency cash 63,359 67,171
Cash surrender values - life insurance - 2,326,811
TOTAL OTHER ASSE 14,612,043 16,292,024
TOTAL ASSETS $ 39,508,633 $ 37,558,938

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, 2018 and 2017
Page 2 of 2

LIABILITIES AND NET ASSETS

2018

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 210,146
TOTAL LIABILITIES f,989,868 2,202,882
NET ASSETS:
Unrestricted:
Board designated 9,919,872 9,804,975
Undesignated 12,913,018 11,541,807
Temporarily restricted 137,191 111,232
Permanently restricted 14,548,684 13,898,042
37,518,765 35,356,056
ASSETS $ 39,508,633 $ 37,558,938

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



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

EXHIBIT B
For the Years Ended June 30, 2018 and 2017
Page 1 of 2
2018
Temporarily Permanently
Unrestricted Restricted Restricted Totals
SUPPORT AND REVENUEL: :
Playoffs $ 1,412,221 $ $ 1412221
Contributions 1,435,561 & 2,086,601
In-kind contributions 103,443 103,443
Government grants and contracts - ny ; 232,811
Officials' registrations 475,043 ”“%%% 475,043
Membership dues 384,898 L 384,898
Fines, insurance administration, and other 815,951 815,951
Programs, books, and directories 30,840 30,840
Unrealized gains (losses) on investments 252,937
Realized gains 985,377
Investment income 753,593
Change in cash surrender value - life insurance - (34)
650,642 7,533,681
Net assets released from restrictions - -
TOTAL SUPPORT AND REVENUE 650,642 7,533,681
EXPENSES:
Program services - 4,255,383
Supporting setvices:
General and administrative 822,283 - - 822,283
Fundraising 293,306 - - 293,306
Total supporting serv 1,115,589 - - 1,115,589
5,370,972 - - 5,370,972
1,486,108 25,959 650,642 2,162,709
21,346,782 111,232 13,898,042 35,356,056

$ 22,832,890 $ 137,191 $ 14,548,684 $ 37,518,765

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



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

EXHIBIT B
For the Years Ended June 30, 2018 and 2017
Page 2 of 2
2017
Temporarily Permanently
Unrestricted Restricted Restricted Totals
SUPPORT AND REVENUE: 4
Playoffs $ 1,444,727 $ - a0 $ 1,444,727
Contributions 1,520,305 800 2,231,179
In-kind contributions 120,122 . , 120,122
Government grants and contracts - 227,556 s - 7227,556
Officials' registrations 471,033 - @’%ﬁf 471,033
Membership dues 382,454 , 382,454
Fines, insurance administration, and other 692,150 -@/7 692,150
Programs, books, and directories 29,518 - 29,518
Unrealized gains (losses) on investments 1,584,235 - 1,650,054
Realized gains 381,333 - 381,903
Investment income - 654,726
Change in cash surrender value - life insurance - 46,927
710,074 8,332,349
Net assets released from restrictions - -
TOTAL SUPPORT AND REVENUE 710,074 8,332,349
EXPENSES:
Program services - - 4,282,322
Supporting services:
General and administrative 850,780 - - 850,780
Fundraising 276,036 - - 276,036
Total supporting serv 1,126,816 - - 1,126,816
TOTAL EXPENSES.. 5,409,138 - - 5,409,138
2,165,303 47,834 710,074 2,923,211
19,181,479 63,398 13,187,968 32,432,845

$ 21,346,782 3 111,232 $ 13,898,042 $ 35,356,056

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



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF FUNCTIONAL EXPENSES

EXHIBIT C
For the Years Ended June 30, 2018 and 2017
Page1of 2
2018
Program General and
Services Administrative Fundraising
Advertising $ 22213  § -3 '
Awards 162,326 -
Building and grounds maintenance 1,605 14,448
Contract services 47,500
Depreciation 39,089
Gate receipts distribution 245,547 245,547
Hall of Fame 12,003 12,003
Insurance 434,361 482,623
Interest expense 7,765 8,628
Investment fees - 220,016
Meetings expense 87,219 109,250
Office expense and supplies 196,495
Other expenses 154,221
Payments to schools 1,026,313
Printing, publications, and programs 158,723
Professional services 46,515
Salaries and benefits 1,251,948
Team expenses - 1,011,262
Telephone and utilities - 30,110
Travel 9 13,960
Vehicle expense - 6,671
Workshops - 69,899
Total expenses $ 4,255,383 $ 822,283 § 293306 § 5,370,972

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



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

STATEMENTS OF FUNCTIONAL EXPENSES

EXHIBIT C
For the Years Ended June 30, 2018 and 2017
Page 2 of 2
2017
Program General and
Services Administrative Fundraisin Totals
Advertising $ 45,000 §$ - % %
Awards 137,708 ‘
Building and grounds maintenance 1,740
Contract services 43,000
Depreciation 43,233
Gate receipts distribution 246,436
Hall of Fame 6,830
Insurance 468,112
Interest expense 12,640
Investment fees - 188,167
Meetings expense 137,818 172,442
Office expense and supplies 128,836 198,709
Other expenses 35,362 212,860
Payments to schools - 1,024,373
Printing, publications, and programs 6,147 125,332
Professional services - 59,022
Salaries and benefits 229,619 1,247,885
Team expenses - 949,343
Telephone and utilities - 28,392
Travel 239 11,169
Vehicle expense - - 6,204
Workshops - - 64,232
Total expenses 4282322 § 850,780  § 276,036 $ 5,409,138

ﬁg@ﬁm N

.

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

10

EXHIBIT D
June 30, 2018 and 2017
2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES:;
Changes in net assets $ 2,162,709 $ 2923211
Adjustments to reconcile changes in net assets to net
cash (used) provided by operations:
Depreciation 78, 17%§%j 86,467
Change in cash surrender values of life insurance 34 %L Q46 927)

Decrease (increase) in values of annuity investments
Permanently restricted contributions

Realized gains on investments

Realized gain on sale of property and equipment
Unrealized gains on investments

e
_(8,088)

@’
Increase (decrease) in cash arising from changes
in assets and liabilities:
Grant receivable (28,448)
Corporate sponsors receivable (283,626)
Other receivables . (383,412) (18,556)
Prepaid expenses (4,302) 15,753
Accounts payable and accrued expenses (39,902) (30,022)
Accrued vacation (5,557) 1,719
Deferred revenue 41,533 79,363
NET CASH PROVIDED (USED) B 126,004 (211,568)
CASH FLOWS FROM INVESTING ACT
Purchase of property and equipment, (73,108) (80,618)
Proceeds from sale of equipment 31,500 42,700
Proceeds from sale of investmed 11,558,405 5,681,750
Purchase of investments (9,183,564) (5,723,880)
STING ACTIVITIES 2,333,233 (80,048)
(205,276) (199,860)
650,642 710,074
445,366 510,214
2,904,603 218,598
9,151,003 8,932,405
CASH A%Wﬁ“EQUIVALENTS END OF YEAR $ 12,055,606 $ 9,151,003
Supplemental Cash Flow Information:
Interest paid $ 8,628 $ 14,045
Non cash transactions:
In-kind contributions $ 103,443 $ 120,122

The accompanying Notes to Financial Statements are an integral part of these financial statements.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 1 of 11

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 f
f States %f America (“U.S.
GAAP”). Accordingly, revenues are recognized when earfigd ses are recognized when
the obligation is incurred.

The Organization reports gifts of cash an support if they are received

Ssets. When a donor restriction expires,

activities and changes in ne
contributions are expende

iporate sponsorships, and other receivables are recorded at their net realizable value.
The Oxgamzatlon provides an allowance for doubtful accounts equal to the estimated losses that
e 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, 2018 and 2017, 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 11

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Property and Equipment.

Property and equipment are stated at cost when purchased and at fair market valugzon the date of
the gift when donated. Property and equipment are capitalized if their lives are“expected to be
greater than one year and their cost exceeds $500. Depreciation is calculated using 4]
line method over the estimated useful lives of the assets.

F. Promises to Give.

Unconditional promises to give are recognized as support

G. Net Assets.

Unrestricted - Resources of the Organizati
or purpose. These resources mclu/,, .

Temporarily Restricted
Or gamza‘uon to use

arry a donor-imposed restriction requiring the
asgets as specified by the donor. The restrictions are
he Organization.

assets be mainta in p”ﬁ": etuity, but permit the Or gamzatlon to use or expend part or all of the
income d

o rictions that specify how the assets are to be used and glﬁs of cash or othel assets
aised to acquire long-lived assets are reported as restricted support. Absent explicit
'pulatlons about how Iong those long-lived assets must be mamtamed the Orgamzatlon
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 3 of 11

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I. Estimates,

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to maké -estimates and
assumptions that affect reported amounts of assets and liabilities and disclosure
assets and liabilities at the date of the financial statements and the xepmte@@@oums
and expenses during the reporting period. Accordingly, actual results coﬁ “diffe
estimates.

J.  Income Tax,
The Organization is exempt from income taxes under S
Code and is classified as other than a private foundatio
assessed by income taxing authorities are included in genei

CASH AND EQUIVALENTS

At times, the Organization places deposits:
excess of federally insured amounts. The Org
to such deposits.

ncial institutions that may be in
rienced any financial loss related

INVESTMENTS

Investments consist of th

Market Unrealized
$ 11,958,359 $ 486,265
186,333 186,333 -
10,289,409 12,476,034 2,186,625
505,428 539,637 34,209

$ 22453264  $25160,363  $ 2,707,099
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 4 of 11

INVESTMENTS (CONTINUED)

Investments consist of the following at June 30, 2017:

Cost Market
Mutual funds $ 10,059,190  $ 10,702,939
Annuity contracts 1,844,874 1,844,874
Equity securities 9,101,622 10,876,339
ETFs and UITs 502,667 538,363 /

$ 21,508,353

FAIR VALUE OF ASSETS

U.S. GAAP defines fair value as the amount that-
orderly transaction between market participants a4

ng date, are valued at prices for similar assets or liabilities in markets not
ough the use of models or other valuation methodologies.

f factors, including but not limited to the price at which the asset was acquired, the

@tuxe ofthe assets, local market conditions, trading values on public exchanges for comparable
s mf'tles urrent and projected operating performance and financing transactions subsequent to the
acquf@f% on 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, 2018 and 2017, to the Organization’s
valuation techniques used to measure asset values on a recurring basis.



NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

FAIR VALUE OF ASSETS (CONTINUED)

15

Page Sof 11

The following tables summarize the assets of the Foundation for which fair values are determined on
a recurring basis as of June 30, 2018 and 2017. Assets are classified in their entirety based on the

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

June 30, 2018

Assets: Level 1 Level 2 Level 3 Total
Mutual funds $ 11958359 § - $ - $11,958359
Annuity contracts - - 186,333 186,333
Equity securities 12,476,034 - - 12,476,034
ETFs and UITs 539,637 - - 539,637

$ 24974030 $ - $ 186,333 $ 25,160,363
June 30, 2017

Assets: Level 1 Level 2 Level 3 Total
Mutual funds $10,702939 $ - 3 - $10,702,939
Annuity contracts - - 1,844,874 1,844,874
Equity securities 10,876,339 - - 10,876,339
ETFs and UITs 538,363 - - 538,363

$ 22,117,641 $ - $ 1,844,874 $ 23,962,515

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, 2018 and 2017:

2018 2017
Investments, fair value beginning of year  $ 1,844,874  § 1,676,403
Annuities matured and terminated (1,666,629) -
Change in annuity valuation 8,088 168,471
Investments, fair value end of year $ 186,333 $ 1,844,874
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC,

NOTES TO FINANCIAL STATEMENTS

Page 6 of 11

PROPERTY AND EQUIPMENT

Property and equipment consist of the following at June 30, 2018 and 2017:

2018
Furniture, fixtures, and equipment $ 539,711
Building and improvements 1,745,800
Vehicles 113,307

2,398,818
Less: accumulated depreciation (956,@511 ‘

LOAN PAYABLE
The Organization borrowed $1 million in June 2 X 1 ations to its office building,
Principal and interest payments amount to $1782 3 ith, wi erest calculated at 2.64% per

: stments maintained by the lender.
Principal prepayment is allowed, however it is s repayment fee as described in the loan
agreement. The fair value of the loan“pe > the carrying value. The outstanding
balance at June 30, 2018 and 2017 was ' : 78, respectively.

not recognized in the accompanying financial statements.
onditions 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 11

TEMPORARILY RESTRICTED AND PERMANENTLY RESTRICTED NET ASSETS

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

2018

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

Temporarily restricted n 137,191 $ 111,232

Permanently restricted.pnet as

General Endowme . $ 13,902,127 $ 13,295,078
idow 88,062 60,380

100,000 100,000
18,936 18,936
100,000 100,000
133,160 129,430
6,990 5,390
22,338 17,157
30,337 25,687
80,070 79,470
66,664 66,514

Permanently restricted net assets $ 14,548,684 $ 13,808,042
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 8 of 11
ENDOWMENTS

The Organization’s endowments were established for a variety of purposes. 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 classified and reported based on the existence or absence of
. . . &
donor-imposed restrictions. .

Interpretation of Relevant Law

The Board of Directors of the Organization has interpreted the S
Institutional Funds Act (SPMIFA) as requiring the preservation of the f
of the gift date of the donor-restricted endowment funds absen i
contrary. As a result of this interpretation, the Organization ¢
assets (a) the original value of gifts donated to the perman
subsequent gifts to the permanent endowment, and (c) ace
made in accordance with the direction of the appli
accumulation is added to the fund. The remaining pi
that is not classified in permanently restricted n
restricted net assets until those amounts are
manner consistent with the standard of prt
SPMIFA, the Organization considers the follo
or accumulate donor-restricted endowme

ulations to the

manently festricted net
ent, (b) ﬁ?%;@griginal value of
he permtanent endowment
sttument at the time the
restricted endowment fund
d as unrestricted or temporarily
ure by the Organization in a
by SPMIFA. In accordance with
ng a determination to appropriate

General economic condition
The possible effect ofdn

NNk W~

dopted investment and spending policies for endowment assets that attempt to

2am of funding to programs supported by its endowment while seeking to
@ing ‘power of the endowment assets. Endowment assets include those assets of
ted fun%gs that the Organization must hold in perpetuity or for a donor-specified period as
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 9 of 11

ENDOWMENTS (CONTINUED)

Strategies Employed For Achieving Objectives

The Organization relies on a total return strategy in which investment returns are aghieved through
both capital appreciation (realized and unrealized) and current yield (interest andé”‘“iz%%ends). The

Organization makes investments in a wide array of asset classes, including, but not limite
mutual funds and cash equivalents. \

Funds with Deficiencies

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

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

Unrestrict it ermémently Totals

Endowment net assets,
beginning of year $ 9,80
Investment return:

$13,898,042  $23,802,769

00

Income - 1,145,493
Net appreciation (depreciation)- (2,596) - 200,040
Total investment return : 52,304 - 1,345,533
12,453 650,642 1,029,641
(37,798) - (1,582,676)

9919872  $§ 126,711 $ 14,548,684  $24,595,267
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS

Page 10 of 11
ENDOWMENTS (CONTINUED)

The changes in endowment net assets for the year ended June 30, 2017, were as follows:

Untestricted _Temporarily ~ Permanently

Endowment net assets,

beginning of year - $ 8736200  § 50,027 0§ 13,187,968
nvestment return: . -
Income 660,467 62,737
Net appreciation 1,241,783 13,771
Total investment return 1,902,250 76,508

1,110,288
(1260473)

Contributions/other revenue 390,364
Appropriation for expenditure (1,223,840)

Endowment net assets,
end of year

PROGRAM SERVICES

The following program services ar ng financial statements:

2018 2017

$ 4,022,572 $ 4,054,766

232,811 227,556

$ 4,255,383 $ 4282322

10t recognized in the accompanying financial statements, volunteers have contributed
d'supplies toward the general operation and championship activities of the Organization.
“officiating and team supplies, and travel expenses totaling $103,443 and $120,122, have been
recognized as contributions for the years ended June 30,2018 and 2017, respectively.
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NORTH CAROLINA HIGH SCHOOL ATHLETIC ASSOCIATION, INC.

NOTES TO FINANCIAL STATEMENTS
Page 11 of 11

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 tgggmaximum of
4% of compensation. The plan also allows for a discretionary matching contribiition, and a
discretionary profit sharing contribution, both of which are determined by m: Y
Participants are 100% vested in the discretionary contributions after six yearg:
benefits are distributed upon retirement, disability, termination, or death. The Or :
retirement cost was $75,571 and $70,494, for the years ended June 30, 4
This includes a 2% additional discretionary matching contributj
coniribution for each year.

OPERATING LEASES

Prior to March 2017, the Organization was obligate
equipment. The monthly payment was $3,001, and ¢
the Organization signed another lease agreementd

monthly payment is $3,235, and the lease expi
from the new lessor to fund the remain
Organization is obligated to pay the required amq

the new lessor is recorded as deferreds r
lease become due and payable. T
funded by the new lessor, amouynted
2017, respectively. Minimum futur

ase agreement for office
112020, In March 2017,
t with a different lessor. The
he Otrganization received $93,548
n the old lease agreement. The

othleases. The amount received from

he operating leases, net of the amount
9,271 for the years ended June 30, 2018 and
ate as follows:

$ 74,828
41,820
38,820
35,585

S 191053

has evaluated subsequent events for recognition or disclosure through
November 26, 2018, which was the date that the financial statements were available to be issued, and
determined there are no events that require disclosure.



