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INDEPENDENT AUDITORS’ REPORT 

 
To the Board of Directors 
Young Men’s Christian Association of Western North Carolina, Inc. 
 
Report on the Financial Statements 

 

We have audited the accompanying financial statements of Young Men’s Christian Association 
of Western North Carolina, Inc. (a nonprofit organization), which comprise the statements of 
financial position as of September 30, 2017 and 2016, and the related statements of activities, 
functional expenses, and cash flows for the years then ended, and the related notes to the 
financial statements. 
 
Management’s Responsibility for the Financial Statements 

 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditors’ Responsibility 

 
Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditors’ 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
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Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Young Men’s Christian Association of Western North Carolina, Inc. as 
of September 30, 2017 and 2016, and the changes in its net assets and its cash flows for the years 
then ended in accordance with accounting principles generally accepted in the United States of 
America. 
 
Report on Supplementary Information 
 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a 
whole. The schedule of changes in promises to give is presented for purposes of additional 
analysis and is not a required part of the financial statements. Such information is the 
responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the 
financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the information is 
fairly stated, in all material respects, in relation to the financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated 
January 10, 2018 on our consideration of Young Men’s Christian Association of Western North 
Carolina, Inc.’s internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
purpose of the report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal 
control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering Young Men’s 
Christian Association of Western North Carolina, Inc.’s internal control over financial reporting 
and compliance. 
 

 
 
Asheville, North Carolina 
January 10, 2018 
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Statements of Financial Position 

September 30, 2017 and 2016 
 
  2017   2016  
Assets 

Current assets: 
Cash and equivalents:  
 Unrestricted $ 3,165,867 $ 5,109,958 
 Restricted  571,306  155,706 
Current portion of promises to give  617,815  475,526 
Promises to give - allocations and grants  131,178  215,918 
Other receivables  403,525  293,489 
Prepaid expenses  120,916  124,252 
Deposits  66,211  6,000 
Real estate held for sale  2,140,336   

Total current assets  7,217,154  6,380,849 

 
Promises to give, net of current portion  1,017,610  792,956 
Interest in assets held by others  629,321  575,451 
Investments  2,748,752  2,475,907 
Property and equipment, net  26,955,896  19,692,217 

 
Total assets $ 38,568,733 $ 29,917,380 
 
Liabilities and net assets 

Current liabilities: 
Current portion of tax-exempt bonds payable $ 396,000 $ 341,000 
Current maturities of long-term debt  426,570  583,332 
Accounts payable and other accrued expenses  1,812,781  719,939 
Deferred revenue  370,668  337,749 
Accrued interest payable  77,525  80,334 

Total current liabilities  3,083,544  2,062,354 
 

Long-term liabilities: 
Tax-exempt bonds payable, net of current portion  8,584,992  8,635,243 
Long-term debt, net of current maturities  5,171,908  317,822 

Total long-term liabilities  13,756,900  8,953,065 

 
 Total liabilities  16,840,444  11,015,419 
 

Net assets: 
Unrestricted: 

Undesignated  14,150,407  9,702,913 
Board designated  4,041,613  5,608,494 

Total unrestricted  18,192,020  15,311,407 
Temporarily restricted  2,486,269  2,540,554 
Permanently restricted  1,050,000  1,050,000 

Total net assets  21,728,289  18,901,961 
 
Total liabilities and net assets $ 38,568,733 $ 29,917,380 
 



YOUNG MEN’S CHRISTIAN ASSOCIATION  

OF WESTERN NORTH CAROLINA, INC. 

The accompanying notes are an integral part of these financial statements. 
4 

 
Statement of Activities 

Year Ended September 30, 2017 
 
  Temporarily  Permanently 
  Unrestricted   Restricted   Restricted   Total  
 
Revenue 

Membership and joining fees $ 12,363,733 $  $  $ 12,363,733 
Less, financial assistance  (2,148,902)      (2,148,902) 
Program and facility fees  5,457,588      5,457,588 
Less, financial assistance  (1,207,379)      (1,207,379) 
Special events  8,946      8,946 
Investment income  7,505  37,768    45,273 
Gains on disposal of property and equipment  18,129      18,129 
Miscellaneous income  63,858      63,858 
Net gains on interest in assets held by others  53,229      53,229 
Net gains on investments  3,635  122,283    125,918 
Rental income  251,347      251,347 
Management fees  41,560      41,560 
Sales of merchandise  31,679      31,679 
Lease income  166,187      166,187 

Total revenue  15,111,115  160,051    15,271,166 
 
Public support 

Charitable contributions  2,146,925  1,834,647    3,981,572 
United Way    151,729    151,729 
Government grants    1,552,434    1,552,434 
Other grants    613,784    613,784 
Present value adjustment    (46,141)    (46,141) 

Total public support  2,146,925  4,106,453    6,253,378 
 

Net assets released from restrictions  4,320,789  (4,320,789)     
 

Total revenue and public support  21,578,829  (54,285)    21,524,544 
 
Expenses 

Program services  15,363,901      15,363,901 
Management and general  2,819,676      2,819,676 
Fundraising  448,204      448,204 
Uncollectible promises to give  66,435      66,435 

Total expenses  18,698,216      18,698,216 
 
Increase (decrease) in net assets  2,880,613  (54,285)    2,826,328 

 
Net assets at beginning of year  15,311,407  2,540,554  1,050,000  18,901,961 
 
Net assets at end of year $ 18,192,020 $ 2,486,269 $ 1,050,000 $ 21,728,289 
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Statement of Activities 

Year Ended September 30, 2016 
 
  Temporarily  Permanently 
  Unrestricted   Restricted   Restricted   Total  
 
Revenue 

Membership and joining fees $ 11,772,190 $  $  $ 11,772,190 
Less, financial assistance  (1,881,194)      (1,881,194) 
Program and facility fees  4,939,888      4,939,888 
Less, financial assistance  (1,447,627)      (1,447,627) 
Special events  12,457      12,457 
Investment income  27,887  36,675    64,562 
Gains on disposal of property and equipment  2,476      2,476 
Miscellaneous income  35,372      35,372 
Net gains on interest in assets held by others  38,065      38,065 
Net gains on investments  327  112,106    112,433 
Rental income  242,512      242,512 
Management fees  30,308      30,308 
Sales of merchandise  34,654      34,654 

  Total revenue  13,807,315  148,781    13,956,096 
 
Public support 

Charitable contributions  786,913  1,462,041    2,248,954 
United Way    166,662    166,662 
Government grants    1,408,640    1,408,640 
Other grants    716,653    716,653 
Present value adjustment    22,359    22,359 

Total public support  786,913  3,776,355    4,563,268 
 
Net assets released from restrictions  4,323,066  (4,323,066)     

 
Total revenue and public support  18,917,294  (397,930)    18,519,364 
  

Expenses 
Program services  13,973,767      13,973,767 
Management and general  2,805,567      2,805,567 
Fundraising  345,691      345,691 
Uncollectible promises to give  64,931      64,931 

Total expenses  17,189,956      17,189,956 
 
Increase (decrease) in net assets  1,727,338  (397,930)    1,329,408 

 
Net assets at beginning of year  13,584,069  2,938,484  1,050,000  17,572,553 
 
Net assets at end of year $ 15,311,407 $ 2,540,554 $ 1,050,000 $ 18,901,961 
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Statement of Functional Expenses 
Year Ended September 30, 2017 

 
  Supporting Services  
  Total 
  Program   Management   Fund-   Supporting 
  Services   & General   raising    Services   Total  
 
Salaries $ 7,017,498 $ 1,582,110 $ 257,112 $ 1,839,222 $ 8,856,720 
Payroll taxes  587,589  69,730  19,669  89,399  676,988 
Health insurance  354,947  109,763  17,556  127,319  482,266 
Retirement benefits  341,363  164,700  24,028  188,728  530,091 
Worker’s compensation insurance  73,387  16,605  2,351  18,956  92,343 
 Total salaries and related expenses  8,374,784  1,942,908  320,716  2,263,624  10,638,408 
 
Occupancy and rental  1,712,345  10,100    10,100  1,722,445 
Supplies  868,523  30,171    30,171  898,694 
Professional and contract services  986,590  117,639    117,639  1,104,229 
Building and grounds maintenance  294,129  502    502  294,631 
Repairs and maintenance  108,257  80,638   80,638  188,895 
Advertising  44,302  98,809   98,809  143,111 
Equipment rental  20,571  42,553   42,553  63,124 
Banking fees  187,542  8,192    8,192  195,734 
Vehicle expense  169,345  20,972   20,972  190,317 
Interest on tax-exempt bonds  238,194       238,194 
National support  1,995  242,565   242,565  244,560 
Telephone and communications  176,879  28,915   28,915  205,794 
Insurance  167,403  26,306   26,306  193,709 
Training and employee recognition  72,354  24,870   24,870  97,224 
Meeting food costs  33,270  32,979   32,979  66,249 
Conferences and conventions  82,117  26,565   26,565  108,682 
Fundraising      127,488  127,488  127,488 
Saleable merchandise  34,518       34,518 
Swim meet costs  31,940       31,940 
Property expenses  10,033  36,554   36,554  46,587 
Organizational dues  13,600  24,611   24,611  38,211 
Fiscal sponsorship agreement  28,570       28,570 
Recruitment  8,727  3,752   3,752  12,479 
Interest  104,867         104,867 
Postage  4,240  4,599   4,599  8,839 
Printing  35,197  5,374   5,374  40,571 
Miscellaneous    990   990  990 
In-kind expense   86,921         86,921 
Wellness program  23,181  9,112   9,112  32,293 
Investment services  18,004        18,004 
 Total expenses before depreciation  13,938,398  2,819,676  448,204  3,267,880  17,206,278 
 
Depreciation  1,425,503        1,425,503 
 
Total expenses $ 15,363,901 $ 2,819,676 $ 448,204 $ 3,267,880 $ 18,631,781 
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Statement of Functional Expenses 
Year Ended September 30, 2016 

 
  Supporting Services  
  Total 
  Program   Management   Fund-   Supporting 
  Services   & General   raising    Services   Total  
 
Salaries $ 6,295,698 $ 1,543,105 $ 201,434 $ 1,744,539 $ 8,040,237 
Payroll taxes  531,670  115,941  15,410  131,351  663,021 
Health insurance  294,516  119,521  7,713  127,234  421,750 
Retirement benefits  272,987  165,236  13,330  178,566  451,553 
Worker’s compensation insurance  79,501  20,585  1,697  22,282  101,783 
 Total salaries and related expenses  7,474,372  1,964,388  239,584  2,203,972  9,678,344 
 
Occupancy and rental  1,672,056  9,702    9,702  1,681,758 
Supplies  871,511  31,582    31,582  903,093 
Professional and contract services  895,939  133,487    133,487  1,029,426 
Building and grounds maintenance  297,315  39,276    39,276  336,591 
Repairs and maintenance  70,823  93,134    93,134  163,957 
Advertising  115,263  13,666    13,666  128,929 
Equipment rental  16,442  41,782    41,782  58,224 
Banking fees  153,424  14,242    14,242  167,666 
Vehicle expense  183,586  28,866    28,866  212,452 
Interest on tax-exempt bonds  245,844        245,844 
National support    192,304    192,304  192,304 
Telephone and communications  185,796  30,559    30,559  216,355 
Insurance  142,546  18,144    18,144  160,690 
Training and employee recognition  80,577  26,176    26,176  106,753 
Meeting food costs  33,178  30,919    30,919  64,097 
Conferences and conventions  67,199  60,080    60,080  127,279 
Fundraising      106,107  106,107  106,107 
Saleable merchandise  42,953       42,953 
Swim meet costs  32,249        32,249 
Property expenses    30,443    30,443  30,443 
Organizational dues  12,175  21,446   21,446  33,621 
Recruitment  18,749  9,842   9,842  28,591 
Interest  27,461       27,461 
Postage  7,097  4,132   4,132  11,229 
Printing  16,892  2,590   2,590  19,482 
Miscellaneous  2,123  1,374   1,374  3,497 
In-kind expense   3,729         3,729 
Wellness program  16,351  7,433   7,433  23,784 
Investment services  15,113        15,113 
 Total expenses before depreciation  12,700,763  2,805,567  345,691  3,151,258  15,852,021 
 
Depreciation  1,273,004        1,273,004 
 
Total expenses $ 13,973,767 $ 2,805,567 $ 345,691 $ 3,151,258 $ 17,125,025 
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Statements of Cash Flows 
Years Ended September 30, 2017 and 2016 

 
  2017   2016  
Cash flows from operating activities 

Increase in net assets $ 2,826,328  $ 1,329,408 
Adjustments to reconcile increase in net assets to net 
 cash provided by operating activities: 

Depreciation  1,425,503  1,273,004 
Amortization of debt issuance costs  11,193  11,502 
Net gains on investments  (125,918)  (112,433) 
Net gains on interest in assets held by others  (53,229)  (38,065) 
Provision for uncollectible promises to give  66,435  64,931 
Present value adjustment  46,141  (22,359) 
Gains on disposal of property and equipment  (18,129)  (2,476) 
Donation of land held for sale  (900,000)   
Receipt of donated stock  (36,431)  (5,832) 
Changes in working capital - sources (uses) 

Promises to give   (479,519)  373,274 
Promises to give - allocations and grants  84,740  (54,863) 
Other receivables  (110,036)  (97,370) 
Prepaid expenses  3,336  (63,160) 
Deposits  (60,211)  100,000 
Accounts payable and other accrued expenses  1,092,842  191,690 
Deferred revenue  32,919  43,235 
Accrued interest payable  (2,809)  (2,421) 

Net cash provided by operating activities  3,803,155  2,988,065 
 
Cash flows from investing activities 

Proceeds from sale of investments  17,716   5,832 
Proceeds from the sale of equipment  27,475   20,220 
Purchase of property and equipment  (4,560,658)   (5,512,729) 
Purchase of investments  (128,212)   (1,047,274) 
Change in interest in assets held by others  (641)   (1,057) 

Net cash used by investing activities  (4,644,320)  (6,535,008) 
 

Cash flows from financing activities 

Principal payments on long-term debt  (687,326)  (589,689) 
 
Net decrease in cash and equivalents  (1,528,491)  (4,136,632) 
 
Cash and equivalents at beginning of year  5,265,664  9,402,296 
 
Cash and equivalents at end of year $ 3,737,173 $ 5,265,664 
 
Supplemental disclosure of cash flow information 

Cash paid for interest $ 331,868  $ 261,803 
 
Non-cash investing and financing activities 

Acquisition of equipment financed through debt $ 5,378,206  $ 219,387 
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Notes to Financial Statements 

September 30, 2017 
 
Note 1 - Summary of Significant Accounting Policies 

 
Association 

 
Young Men’s Christian Association of Western North Carolina, Inc. (Association) was 
incorporated in 1889. The Association applies Christian principles by providing programs that 
build healthy spirit, mind, and body for all. The Association seeks to promote its mission and 
core values by focusing on Youth Development, Healthy Living, and Social Responsibility in 
programs conducted at six centers, one resident summer camp, 32 child care sites, one food 
pantry, and numerous mobile food distribution sites. 
 
The Association is funded primarily by membership and joining fees, program and facility 
fees, government grants, and charitable donations. 

 
Basis of Accounting 

 
The financial statements of the Association have been prepared on the accrual basis of 
accounting and accordingly reflect all significant receivables, payables, and other liabilities. 
 
Tax-exempt Status 

 
The Association is incorporated as a nonprofit corporation under the laws of the State of North 
Carolina. It has qualified for exemption from federal income taxes under section 501(c)(3) of 
the Internal Revenue Code. In addition, the Association qualifies for the charitable contribution 
deduction under Section 170(b)(1)(A) and has been classified as an organization other than a 
private foundation under Section 509(a)(2). 

 
Basis of Presentation 

 
The accompanying financial statements have been prepared to focus on the Association as a 
whole and to present net assets, revenues, expenses, and gains and losses based on the 
existence or absence of donor-imposed restrictions. Accordingly, the net assets and changes in 
net assets are classified as follows: 
 

• Unrestricted net assets: Net assets that are not subject to donor-imposed stipulations. 

• Temporarily restricted net assets: Net assets subject to donor-imposed stipulations that will 
be met by actions of the Association and/or the passage of time. 

• Permanently restricted net assets: Net assets subject to donor-imposed stipulations that 
neither expire with the passage of time nor can be fulfilled or otherwise removed by actions 
of the Association. Generally, the donors of these assets permit the Association to use all or 
part of the earnings on the related investments for general or specific purposes. 
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Note 1 - Summary of Significant Accounting Policies (continued) 

 
Basis of Presentation (continued) 
 
Revenues are reported as increases in unrestricted net assets unless the use of the related assets 
is limited by donor-imposed stipulations. Expenses are recorded as decreases in unrestricted 
net assets. Gains and losses on assets or liabilities are reported as increases or decreases in 
unrestricted net assets unless their use is restricted by explicit donor stipulations or by law. 
Expirations of temporary restrictions on net assets (i.e., the donor-stipulated purpose has been 
fulfilled and/or the stipulated time period has elapsed) are reported as net assets released from 
restrictions. 

 
Professional standards also provide guidance on the net asset classification of donor-restricted 
endowment funds for a nonprofit organization that is subject to an enacted version of the 
Uniform Prudent Management of Institutional Funds Act of 2006 (UPMIFA). The standard 
also requires additional disclosures about an organization’s endowment funds (both donor-
restricted and board-designated endowment funds) and whether or not the organization is 
subject to UPMIFA. 

 
The State of North Carolina enacted UPMIFA effective March 19, 2009, the provisions of 
which apply to endowment funds existing on or established after that date. The Association and 
management have determined that the Association’s endowment investments meet the 
definition of endowment funds under UPMIFA. 
 
Donated Goods and Services 

 
Donated goods are reflected at their estimated fair value at date of receipt and are included as 
contributions in the accompanying financial statements. Donated materials, which includes in-
kind rent, totaled $594,579 and $481,896, for the years ended September 30, 2017 and 2016, 
respectively. 

 
A substantial number of volunteers have donated a significant amount of time to the 
Association’s operations and program services. Donated services are recognized as 
contributions if the services (a) create or enhance nonfinancial assets or (b) require specialized 
skills, are performed by people with those skills, and would otherwise be purchased by the 
Association. No amounts have been reflected in the financial statements for donated services, 
as the criteria for recognition were not met. 
 
Cash and Equivalents 

 
The Association considers all highly liquid investments with an initial maturity of three months 
or less to be cash equivalents. 
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Note 1 - Summary of Significant Accounting Policies (continued) 

 
Fair Value of Financial Instruments 

 
The fair value of substantially all reported assets and liabilities which represent financial 
instruments, none of which are held for trading purposes, approximate the carrying values of 
such amounts. 
 
Investments 

 
The Association carries investments in certificates of deposits and marketable securities with 
readily determinable fair market values and all investments in debt securities at their fair values 
in the statement of financial position. Unrealized gains and losses are included in the change in 
net assets in the accompanying statement of activities. 
 
Donated marketable securities are recorded as contributions at their fair values at the date of 
donation. 

 
Gains and losses from the sale or disposition of investments and other non-cash assets are 
accounted for within the unrestricted net asset class, or as temporarily or permanently restricted 
net asset classes if so stipulated by the donor of such assets. Unrealized appreciation 
(depreciation) from certain investments in securities and ordinary income earned from 
investments and similar sources are accounted for in the same manner as realized gains and 
losses. 
 
Promises to Give 

 
Conditional promises to give are not recognized in the financial statements until the conditions 
are substantially met. Unconditional promises to give that are expected to be collected within 
one year are recorded at net realizable value. Unconditional promises to give that are expected 
to be collected in more than one year are recorded at fair value, which is measured as the 
present value of their future cash flows. The discounts on those amounts are computed using 
risk-adjusted interest rates applicable to the years in which the promises are received. 
 
Management provides for probable uncollectible amounts through a provision for uncollectible 
promises to give based on prior years’ experience and management’s analysis of specific 
promises made. 
 
Other Receivables 

 
Other receivables consist of amounts due from individuals for membership and childcare fees 
and sales tax receivables. 
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Note 1 - Summary of Significant Accounting Policies (continued) 

 
Property and Equipment 

 
Property and equipment are carried at cost. Expenditures for major renewals, betterments, and 
additions are capitalized; repairs, maintenance, and minor renewals and expenditures of less 
than $1,500 are expensed in the year incurred. Depreciation is computed using the straight-line 
method, based on the following estimated useful lives of the assets: 
 
 Buildings and structures 15-50 years 
 Property improvements 5-50 years 
 Equipment, furniture, and fixtures 3-10 years 
 Transportation vehicles 5 years 

 
Donations of property and equipment are recorded as contributions at their estimated fair value 
at the date of donation. Such donations are reported as increases in unrestricted net assets 
unless the donor has restricted the donated asset to a specific purpose. Assets donated with 
explicit restrictions regarding their use and contributions of cash that must be used to acquire 
property and equipment are reported as restricted contributions. Absent donor stipulations 
regarding how long those donated assets must be maintained, the Association reports 
expirations of donor restrictions when the donated or acquired assets are placed in service as 
instructed by the donor. The Association reclassifies temporarily restricted net assets to 
unrestricted net assets at that time. 

 
Debt Issuance Costs 
 
Debt issuance costs are capitalized in accordance with accounting principles generally accepted 
in the United States of America. The debt issuance costs are being amortized ratably based on 
application of the annually calculated percent of total principal and estimated interest payable 
on outstanding principal balances due to the total debt and interest outflows remaining on debt 
outstanding applied to the amortized balance of issuance costs as of the calculation date. 
Unamortized debt issuance costs are recorded as a reduction of the related debt. 
 
Deferred Revenue 
 
Income from membership fees is deferred and recognized over the periods to which the fees 
relate. 
 
Advertising 

 
Advertising costs are expensed as incurred. For the years ended September 30, 2017 and 2016, 
costs charged to expense were $143,111 and $128,929, respectively. 
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Note 1 - Summary of Significant Accounting Policies (continued) 

 
Allocated Expenses 

 
The Association allocates its expenses on a functional basis among its various programs and 
support services. Expenses that can be identified with a specific program and support service 
are allocated directly according to their nature and expenditure classification. Other expenses 
that are common to several functions are allocated based on evaluations of the related benefits. 
Management and general expenses include those expenses that are not directly identifiable 
with any other specific function but provide for overall support and direction of the 
Association. 

 
Fair Value Measurements and Disclosures 
 
Accounting principles generally accepted in the United States of America establish a 
framework for measuring fair value. That framework provides a fair value hierarchy that 
prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives 
the highest priority to unadjusted quoted prices in active markets for identical assets or 
liabilities (level 1 measurements) and the lowest priority to unobservable inputs (level 3 
measurements). The three levels of the fair value hierarchy are described below: 
 
Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets 
or liabilities in active markets that the Association has the ability to access. 

 
Level 2 - Inputs to the valuation methodology include: 

• quoted prices for similar assets or liabilities in active markets; 

• quoted prices for identical or similar assets or liabilities in inactive markets; 

• inputs other than quoted prices that are observable for the asset or liability; and 

• inputs that are derived principally from or corroborated by observable market data by 
correlation or other means. 

 
Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value 
measurement. 
 
The asset or liability’s fair value measurement level within the fair value hierarchy is based on 
the lowest level of any input that is significant to the fair value measurement. Valuation 
techniques maximize the use of observable inputs and minimize the use of unobservable 
inputs. 
 
Use of Estimates 
 
Management uses estimates and assumptions in preparing financial statements. Those 
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure 
of contingent assets and liabilities, and the reported revenues and expenses. Actual results 
could differ from those estimates. 
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Note 1 - Summary of Significant Accounting Policies (continued) 

 
Reclassification 
 
Certain accounts in the prior year financial statements have been reclassified for comparative 
purposes to conform with the presentation in the current year financial statements. 
 
Recently Issued Accounting Pronouncements 
 
In February 2016, the Financial Accounting Standards Board (FASB) issued Accounting 
Standards Update No. 2016-02, Leases (ASU 2016-02). ASU 2016-02 is intended to improve 
financial reporting about leasing transactions. The ASU will require organizations that lease 
assets to recognize assets and liabilities on the statement of financial position for the rights and 
obligations created by those leases. The standard will be effective for annual periods ending 
after December 15, 2019. Early adoption is permitted. The Association is in the process of 
evaluating the effect this guidance will have on its financial statements and related disclosures. 
 
In August 2016, the FASB issued Accounting Standards Update No. 2016-14, Presentation of 

Financial Statements of Not-for-Profit Entities. ASU 2016-14 is intended to improve not-for-
profit (NFP) financial statements and provide more useful information to donors, grantors, 
creditors, and other financial statement users. The standard will change the way all NFPs 
classify net assets and prepare financial statements, and will result in significant changes to 
financial reporting and disclosures for NFPs. The standard is effective for annual financial 
statements issued for fiscal years beginning after December 15, 2017 and for interim periods 
within fiscal years beginning after December 15, 2018. 
 
New Accounting Standard 
 
In April 2015, the FASB issued Accounting Standards Update No. 2015-03, Simplifying the 

Presentation of Debt Issuance Costs. The standard is effective for annual financial statements 
issued for fiscal years beginning after December 15, 2015, with full retrospective application as 
required by the guidance. Effective October 1, 2016, the Association retroactively adopted the 
requirements of ASU 2015-03 to present debt issuance costs as a reduction of the carrying 
amount of the debt rather than as an asset. The long-term portion of tax-exempt bonds payable 
as of September 30, 2016 was previously reported in the statement of financial position as 
$8,749,000, with the associated unamortized debt issuance costs of $113,757 included in an 
asset account, bond issuance costs, net. In the accompanying financial statements, the long-
term portion has been restated to $8,635,243, to properly adopt ASU 2015-03. Amortization of 
the debt issuance costs is reported as interest expense on the accompanying statements of 
activities. 
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Note 2 - Restrictions on Net Assets 

 
Temporarily restricted net assets consist of funds raised and pledged through capital campaign 
drives, contributions for asset acquisition and facilities maintenance, interest earnings on assets 
held in trust, and grant funding for the subsequent year. Funds are earmarked for the 
development and maintenance of the Reuter Family YMCA, payment of debt related to capital 
expansion and renovation, and United Way supported and other program services for the next 
operating year. 
 
Restrictions are considered to expire when payments associated with these activities are made. 
Investment earnings on assets held in trust, which are classified as temporarily restricted, is 
recognized as unrestricted support. 
 
Temporarily restricted net assets are available for the following purposes: 
  
At September 30  2017   2016  

 
Program expenditures $ 1,737,402 $ 2,062,596 
Endowment  748,867  477,958 

 
Temporarily restricted net assets $ 2,486,269 $ 2,540,554 

 

Permanently restricted net assets consist of $1,050,000 of endowment funds and other 
investments to be held in perpetuity (see Note 7). Investment earnings on these permanently 
restricted assets are available to support the Association’s program services and facility needs. 

 
Note 3 - Restricted Cash 

 
Restricted cash, deposited in money market accounts and other interest bearing bank deposits, 
is comprised of the following: 
  
At September 30  2017   2016  
 

Money market and bank deposits - TD Bank $ 197,630 $ 116,360 
Cash deposits - Charles Schwab  680  2,371 
Cash deposits - debt service    25,323 
Cash deposits - fiscal sponsorship agreement  13,125   
Bank deposits - scholarships  18,870  11,652 
Earnest deposits  341,001   

 
Total restricted cash $ 571,306 $ 155,706 
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Note 4 - Promises to Give 

 
Promises to give represent pledges for the annual giving fund-raiser as well as a capital 
campaign. Promises to give are recorded as receivables and allowances are provided for 
amounts estimated to be uncollectible. Unconditional promises to give consist of the following: 
  
At September 30  2017   2016  

 
Due in less than one year $ 617,815 $ 475,526 
One to five years  1,226,420  928,799 
 Total unconditional promises to give  1,844,235  1,404,325 
 
Less, allowance for uncollectible promises to give  (110,563)  (83,737) 
Less, discount to net present value at 4.5%  (98,247)  (52,106) 

 
Promises to give, net $ 1,635,425 $ 1,268,482 

 
The Association uses the allowance method to determine uncollectible promises to give. The 
allowance is based on prior years’ experience and management’s analysis of specific promises 
made. Uncollectible promises to give charged to expense totaled $66,435 and $64,931 for the 
years ended September 30, 2017 and 2016, respectively. 
 

Note 5 - Other Receivables 

 
  
At September 30  2017   2016  

 
Program receivables $ 286,145 $ 263,300 
Sales tax receivables  114,239  26,848 
Returned checks and charge-backs  3,141  3,341 

 
Other receivables $ 403,525 $ 293,489 

 
The Association considers other receivables to be fully collectible; accordingly, no allowance 
for uncollectible accounts has been recorded. 

 
Note 6 - Interest in Assets Held by Others 

 
The Association maintains Charitable Endowment Funds with the Community Foundation of 
Western North Carolina, Inc. (the Foundation). In accordance with professional standards, the 
balance is recognized as an asset at fair market value on the financial statements of the 
Association. 
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Note 6 - Interest in Assets Held by Others (continued) 

 
The Foundation agrees to transfer upon request, those assets and/or the return of the investment 
of the assets back to the Association. Asset legal ownership is retained by the Foundation. The 
Board of Trustees of the Foundation is granted variance power to modify any restriction or 
condition on the distribution of funds for any specified charitable purposes or to a specified 
organization if, in the sole judgment of its Board, such restriction or condition becomes 
unnecessary, incapable of fulfillment, or inconsistent with the charitable needs of the 
community served. Financial activity pertaining to these funds is comprised of the following: 
  
At September 30  2017   2016  
 

Balance, beginning of year $ 575,451 $ 536,329 
Income earned  6,289  6,147 
Net gains  53,229  38,065 

  Community support  (5,648)  (5,090) 
 

Balance, end of year $ 629,321 $ 575,451 
 
Note 7 - Endowment Funds 

 
The Association’s endowment funds consist of donor-restricted funds and funds designated by 
the Board of Directors to function as endowments. As required by generally accepted 
accounting principles, 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. 

 
The Association has interpreted North Carolina UPMIFA as requiring the preservation of the 
fair value of the original gift as of the gift date of the donor-restricted endowment funds absent 
explicit donor stipulations to the contrary. As a result of this interpretation, the Association 
classifies as permanently restricted net assets (a) the original value of gifts donated to the 
permanent endowment, (b) the original value of subsequent gifts to the permanent endowment, 
and (c) accumulations to the permanent endowment made in accordance with the direction of 
the applicable donor gift instrument at the time the accumulation is added to the fund. The 
remaining portion of the donor-restricted endowment fund that is not classified in permanently 
restricted net assets is classified as temporarily restricted net assets until those amounts are 
appropriated for expenditure by the Association in a manner consistent with the standard of 
prudence prescribed in UPMIFA. In accordance with UPMIFA, the Association considers the 
following factors in making a determination to appropriate or accumulate donor-restricted 
endowment funds: (1) the duration and preservation of the various funds, (2) the purposes of 
the donor-restricted endowment funds, (3) general economic conditions, (4) the possible effect 
of inflation and deflation, (5) the expected total return from income and the appreciation of 
investments, (6) other resources of the Association, and (7) the Association’s investment 
policies. 
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Note 7 - Endowment Funds (continued) 

 
Investment Return Objectives, Risk Parameters, and Strategies 

 
The Association has adopted investment and spending policies, approved by the Board of 
Directors, for endowment assets that attempt to provide a predictable stream of funding to 
programs supported by its endowment funds while also maintaining the purchasing power of 
those endowment assets over the long-term. Accordingly, the investment process seeks to 
achieve an after-cost total real rate of return, including investment income as well as capital 
appreciation, which exceeds expenditures with acceptable levels of risk. Endowment assets are 
invested in a well-diversified asset mix, which includes mutual funds and money market funds 
that is intended to result in a consistent inflation-protected rate of return that has sufficient 
liquidity to grow the funds. Therefore, the Association expects its endowment assets, over 
time, to produce an average rate of return in excess of inflation. Actual returns in any given 
year may vary from this amount. Investment risk is measured in terms of the total endowment 
fund; investment assets and allocation between asset classes and strategies are managed to not 
expose the fund to unacceptable levels of risk. 
 
Spending Policy 
 
The Association has a policy of appropriating for distribution an average spending rate of 
3.5%, but up to 5%, of its endowment fund’s average principal balance of the most recent three 
years. The Association has considered the long-term expected return on its investment assets, 
the nature and duration of the individual endowment funds, many of which must be maintained 
in perpetuity because of donor-restrictions, and the possible effects of inflation. The 
Association expects the current spending policy to allow its endowment funds to grow at an 
amount in excess of inflation. This is consistent with the Association’s objective to maintain 
the purchasing power of the endowment assets as well as to provide additional real growth 
through new gifts and investment return. 

 
Endowment net asset composition by type of fund is as follows: 
              
At September 30, 2017           

  Total 
  Temporarily  Permanently   Endowment 
  Unrestricted   Restricted   Restricted   Net Assets  
 

Donor-restricted endowment funds $  $ 366,246 $ 1,000,000 $ 1,366,246 
Board designated endowment funds    382,621    382,621 

 
Total funds $  $ 748,867 $ 1,000,000 $ 1,748,867 
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Note 7 - Endowment Funds (continued) 

 
              
At September 30, 2016           

  Total 
  Temporarily  Permanently   Endowment 
  Unrestricted   Restricted   Restricted   Net Assets  

 
Donor-restricted endowment funds $  $ 246,159 $ 1,000,000 $ 1,246,159 
Board designated endowment funds    231,799    231,799 

 
Total funds $  $ 477,958 $ 1,000,000 $ 1,477,958 
 
Changes in endowment net assets are as follows: 
              
Year Ended September 30, 2017          

  Total 
  Temporarily  Permanently   Endowment 
  Unrestricted   Restricted   Restricted   Net Assets  
 

Endowment net assets, 
 beginning of year $  $ 477,958 $ 1,000,000 $ 1,477,958 
Purchases    123,212    123,212 
Investment income    37,768    37,768 
Management fees    (12,354)    (12,354) 
Net appreciation    122,283    122,283 

 
Endowment net assets, 
 end of year $  $ 748,867 $ 1,000,000 $ 1,748,867 
 
              
Year Ended September 30, 2016          

  Total 
  Temporarily  Permanently   Endowment 
  Unrestricted   Restricted   Restricted   Net Assets  
 

Endowment net assets, 
 beginning of year $  $ 316,560 $ 1,000,000 $ 1,316,560 
Purchases    22,641    22,641 
Investment income    36,675    36,675 
Management fees    (10,024)    (10,024) 
Net appreciation    112,106    112,106 

 
Endowment net assets, 
 end of year $  $ 477,958 $ 1,000,000 $ 1,477,958 
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Note 8 - Investments 
 
In November 2011, the Association received $1,000,000 for the establishment of the Janirve 
Foundation, Reuter Family YMCA Facilities Endowment. This fund is included in investments 
and is considered a donor-restricted endowment fund. 
 
In 2005, the Association established a policy to transfer to investments certain donated support 
given in memory of or in honor of an individual once the total support reaches $10,000. These 
funds are board-designated funds intended to function as endowment funds. 
 
Investment income includes interest and dividends, net of management fees. For the years 
ended September 30, 2017 and 2016, management fees were $12,354 and $10,024, 
respectively. 
 

Note 9 - Fair Value Measurements 
 
The following is a description of the valuation methodologies used for assets measured at fair 
value. There have been no changes in the methodologies used at September 30, 2017 and 2016. 
 
Mutual Funds 

These investments are public investments vehicles valued using the Net Asset Value (NAV) 
provided by the administrator of the fund. The NAV is based on the value of the underlying 
assets owned by the fund. The NAV is based on the value of the underlying assets owned by 
the fund, minus its liabilities, and then divided by the number of shares outstanding. The NAV 
is a quoted price in an active market and classified within Level 1 of the valuation hierarchy. 
 

Money Market Funds and Certificates of Deposits (CDs) 

These investments are public investment vehicles valued using $1 for the NAV. The money 
market funds and CDs are classified within Level 1 of the valuation hierarchy. 
 
Interest in Assets Held by Others 

Interest in assets held by the Community Foundation is determined by the fair values of the 
assets held by the Foundation, which are determined by reference to quoted market prices and 
other relevant information generated by market transactions. Interest in assets held by others is 
classified as Level 3 inputs. 
 
The preceding methods described may produce a fair value calculation that may not be 
indicative of net realizable value or reflective of future values. Furthermore, although 
management believes its valuation methods are appropriate and consistent with other market 
participants, the use of different methodologies or assumptions to determine the fair value of 
certain financial instruments could result in a different fair value measurement at the reporting 
date. 
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Note 9 - Fair Value Measurements (continued) 
 

The following table sets forth by level, within the fair value hierarchy, the Association’s assets 
at fair value. 

  
At September 30, 2017  Level 1   Level 2   Level 3   Total Market 

 
Cash (included in cash and 
 equivalents) $ 680 $  $  $ 680 
Money market funds and CDs  1,042,970      1,042,970 
Mutual funds  1,705,782      1,705,782 
 Total investments  2,749,432      2,749,432 
 
Interest in assets held by others      629,321  629,321 

 
Total  $ 2,749,432 $  $ 629,321 $ 3,378,753 

  
At September 30, 2016  Level 1   Level 2   Level 3   Total Market 

 
Cash (included in cash and 
 equivalents) $ 2,371 $  $  $ 2,371 
Money market funds and CDs  1,047,470      1,047,470 
Mutual funds  1,428,437      1,428,437 
 Total investments  2,478,278      2,478,278 
 
Interest in assets held by others      575,451  575,451 

 
Total  $ 2,478,278 $  $ 575,451 $ 3,053,729 
 
A reconciliation of Level 3 inputs is as follows:  
  
Year Ended September 30, 2017              Total  

 
Level 3 inputs, beginning of year       $ 575,451 
Investment income        6,289 
Net gains         53,229 
Community support        (5,648) 

 
Total Level 3 inputs       $ 629,321 
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Note 10 - Real Estate Held for Sale 

 

The Association owns three condominiums that house its corporate office space. During the 
year ended September 30, 2017, the Association reclassified the condominiums and related 
building improvements to real estate held for sale, in preparation of moving its corporate office 
location. Management is hopeful that the sale will take place during the fiscal year ending 
September 30, 2018. As of September 30, 2017, and the date of these financial statements, the 
building remains for sale. 
 
In addition, the Association received a donation of land which was included with the purchase 
of the building at 40 North Merrimon Avenue. Upon closing, the Association placed the parcel 
of land for sale. According to the terms of the agreement, the Association shall pay to the seller 
any amount over the donated value of $900,000. Management is hopeful that the sale will take 
place during the fiscal year ending September 30, 2018. As of September 30, 2017, and the 
date of these financial statements, the land remains for sale. 

 

Note 11 - Property and Equipment 

 
A description of property and equipment is as follows: 
  
At September 30  2017   2016  

 
  Land $ 6,075,069 $ 4,033,338 
  Property improvements  1,169,888  975,556 
  Buildings and structures  24,729,675  21,194,515 
  Equipment and fixtures  5,885,950  5,241,427 
  Transportation vehicles  810,196  726,688 
  Construction in progress  2,040,040  124,118 
      40,710,818  32,295,642 
  Less, accumulated depreciation  13,754,922  12,603,425 

 
Property and equipment $ 26,955,896 $ 19,692,217 

 
Depreciation expense for the years ended September 30, 2017 and 2016 was $1,425,503 and 
$1,273,004, respectively. 
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Note 12 - Accounts Payable and Other Accrued Expenses 

 
Accounts payable and other accrued expenses consist of the following: 
  
At September 30  2017   2016  

 
Accounts payable $ 1,221,457 $ 506,598 
Accrued salaries  191,450  159,681 
Security deposits  364,456    
Other accrued expenses  35,418  29,708 
 

Total accounts payable and other accrued expenses $ 1,812,781 $ 695,987 
 
Note 13 - Long-term Debt 

 
Notes payable are described as follows: 
  
At September 30  2017   2016  

 
Note bearing interest at 2.79%, payable in 
 48 monthly installments of $1,822, due 
 May 2017, secured by vehicle $  $ 12,668 
 
Note bearing interest at 2.76%, payable in 
 60 monthly installments of $1,444, due 
 June 2019, secured by vehicle  28,265  44,611 
 
Note bearing interest at 2.49%, payable in 
 36 monthly installments of $801, due 
 January 2017, secured by equipment    2,399 

 
Note bearing interest at 2.49%, payable in 
 36 monthly installments of $1,088, due 
 February 2017, secured by equipment    4,338 
 
Note bearing interest at 2.74%, payable in 
 60 monthly installments of $1,676, due 
 February 2019, secured by equipment  26,361  45,510 
 
Note bearing interest at 2.49%, payable in 
 36 monthly installments of $1,603, due 
 January 2017, secured by equipment    4,798 
 
Note bearing interest at 2.49%, payable in 
 36 monthly installments of $486, due 
 January 2017, secured by equipment      1,455
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Note 13 - Long-term Debt (continued) 

 
   

At September 30  2017   2016  
 
Note bearing interest at 2.74%, payable in 
 60 monthly installments of $694, due 
 January 2019, secured by equipment $ 10,248 $ 18,198 
 
Note bearing interest at 2.49%, payable in 
 36 monthly installments of $726, due 
 January 2017, secured by equipment    2,173 
 
Note bearing interest at 2.61%, payable in 
 60 monthly installments of $3,709, due 
 October 2019, secured by equipment  86,836  128,583 
 
Note bearing interest at 2.06%, payable in 
 36 monthly installments of $731, due 
 January 2018, secured by equipment  2,916  11,540 
 
Note bearing interest at 2.06%, payable in 
 36 monthly installments of $474, due 
 January 2018, secured by equipment  1,892  7,487 

 
Note bearing interest at 2.06%, payable in 
 36 monthly installments of $1,536, due 
 January 2018, secured by equipment  6,130  24,267 

 
Note bearing interest at 2.06%, payable in 
 36 monthly installments of $1,363, due 
 January 2018, secured by equipment  5,439  21,529 

 
Note bearing interest at 2.06%, payable in 
 36 monthly installments of $1,332, due 
 January 2018, secured by equipment  5,316  21,045 

 
Note bearing interest at 2.57%, payable in 
 36 monthly installments of $897, due 
 January 2020, secured by equipment  24,400  34,418 
 
Note bearing interest at 2.32%, payable in 
 36 monthly installments of $1,137, due 
 February 2019, secured by equipment  17,909  30,960 
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Note 13 - Long-term Debt (continued) 

 
   

At September 30  2017   2016  
 

Note bearing interest at 2.32%, payable in 
 36 monthly installments of $544, due 
 February 2019, secured by equipment $ 8,575 $ 14,824 

 
Note bearing interest at 2.32%, payable in 
 36 monthly installments of $753, due 
 February 2019, secured by equipment  11,864  20,509 

 
Note bearing interest at 2.32%, payable in 
 36 monthly installments of $757, due 
 February 2019, secured by equipment  11,927  20,619 

  
Note bearing interest at 2.32%, payable in 
 36 monthly installments of $550, due 
 February 2019, secured by equipment  8,662  14,973 
 
Note bearing interest at 2.87%, payable in 
 60 monthly installments of $1,598, due 
 January 2021, secured by equipment  61,046  78,250 
 
Note bearing interest at 3.41%, payable in 
 36 monthly installments of $1,082, due 
 January 2020, secured by equipment  28,166   

 
Note bearing interest at 3.41%, payable in 
 36 monthly installments of $911, due 
 January 2020, secured by equipment  23,711   

 
Note bearing interest at 3.41%, payable in 
 36 monthly installments of $351, due 
 January 2020, secured by equipment  9,138   

 
Note bearing interest at 3.41%, payable in 
 36 monthly installments of $882, due 
 January 2020, secured by equipment  22,968   
 
Note bearing interest at 3.41%, payable in 
 36 monthly installments of $64, due 
 January 2020, secured by equipment  1,660   
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Note 13 - Long-term Debt (continued) 

 
   

At September 30  2017   2016  
 

Note bearing interest at 3.41%, payable in 
 36 monthly installments of $1,017, due 
 January 2020, secured by equipment $ 26,478 $  

 
Note bearing interest at 2.86%, payable in 
 60 monthly installments of $1,612, due 
 May 2022, secured by equipment  84,432   

 
Note bearing interest at 3.70%, payable in 
 119 monthly installments of $30,695, with balloon 
 of $3,097,345 due May 2027, secured  5,117,369   

 
Note bearing interest at 2.47%, payable in one 
 annual installment of $336,000, 
 due June 2017, unsecured    336,000 

 
Total long-term debt 5,631,708  901,154 
 
Less, unamortized debt issuance costs  33,230   
 
Long-term debt, less unamortized debt issuance costs  5,598,478  901,154 
 
Less, current portion  426,570  583,332 
 

Long-term debt, less current portion $ 5,171,908 $ 317,822 
 
Scheduled principal payments on long-term debt for the next five years are as follows: 
  
Years Ending September 30   Principal Payments 

 
2018 $ 426,570 
2019  362,298 
2020  246,300 
2021  225,832 
2022  221,191 
Thereafter  4,149,517 
 

 
Principal payments on long-term debt $ 5,631,708 
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Note 13 - Long-term Debt (continued) 

 
On May 4, 2017, the Association, as the borrower, entered into a term loan agreement for 
$5,175,000 with TD Bank, N.A. The agreement contains restrictive covenants, including 
maintaining a primary banking relationship with TD Bank and various financial covenants. As 
of September 30, 2017, the Association was in compliance with debt covenants. Initial debt 
issuance costs of $34,675, included title insurance, recording fees, bank counsel fees, and 
lender fees. These costs are being amortized over the life of the debt. Debt amortization costs 
totaled $1,444 for the year ended September 30, 2017. 

 
Note 14 - Tax Exempt Bonds Payable and Taxable Term Loan 

 
On October 31, 2014, the Association, as the borrower, entered into a bond purchase and loan 
agreement with the Public Finance Authority (a political subdivision of the State of 
Wisconsin), as the Authority, and TD Bank, N.A, as the purchaser, for the issuance of 
$9,090,000 Recreational Facilities Revenue Bond (YMCA of Western North Carolina), Series 
2014. Bond proceeds are to be used to finance and refinance certain capital improvement 
projects, refund, in advance of maturity, the outstanding principal amount of the Buncombe 
County Industrial Facilities and Pollution Control Financing Authority Tax-Exempt Adjustable 
Mode Recreational Facilities Revenue Bonds (YMCA of Western North Carolina), Series 
2003, finance interest on the bonds during the project construction period, and pay certain 
expenses incurred in connection with the issuance of the bonds by the Authority. The bonds are 
redeemable in varying principal amounts of $5,000 to $644,000 between June 1, 2017 and June 
1, 2034 and bear interest at a rate of 2.56%. 
 
The Association’s credit agreement and related agreements contain the same covenants as 
long-term debt in Note 13. As of September 30, 2017, the Association was in compliance with 
debt covenants. 
 
In addition to purchasing the bonds, the bank has agreed to provide the Association with a 
$1,011,000 taxable term loan. This loan is subject to the same credit agreement and covenants 
as listed above for tax-exempt bonds. Since the taxable loan is considered long-term debt, it is 
included in Note 13. The loan was paid in full as of September 30, 2017. 
 
Initial bond issuance costs of $135,802, included bond fees for underwriters, rating agencies, 
trustee counsel, fiscal and certifying agents, and for engineering and feasibility and other 
issuance costs. These costs are being amortized over the life of the debt. Bond amortization 
costs totaled $9,749 and $11,502 for the years ended September 30, 2017 and 2016. 
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Note 14 - Tax Exempt Bonds Payable and Taxable Term Loan (continued) 

 
Bonds payable consisted of the following: 

   
At September 30  2017   2016  

 
Bond credit agreement $ 9,085,000 $ 9,090,000 
 
Less, unamortized bond issuance costs  104,008  113,757 
 
Bonds payable, less unamortized bond issuance costs  8,980,992  8,976,243 
 
Less, current portion  396,000  341,000 
 

Bonds payable, less current portion $ 8,584,992 $ 8,635,243 
 

Note 15 - Credit Agreement 

 
In May 2017, the Association obtained a line of credit with a local bank to meet short-term 
working capital needs. Maximum borrowings on this line of credit are $2 million, and principal 
and interest is due May 2019. The Association has no significant compensated balance 
requirements or commitment fees related to this line. Interest is payable monthly at a fixed rate 
of 2.75%. According to the agreement, the Association shall prepay the line of credit with all 
proceeds from the sale of real property discussed in Note 10, not to exceed $2 million. The 
Association did not have a balance as of September 30, 2017. 

 
Note 16 - Facility Leases 

 
The Association maintains various facility lease agreements with various non-profit 
organizations, which provide community rehabilitation, health and wellness education, and 
physical therapy. Lease terms extend from four to six years with renewal options provided at 
varying terms and conditions. Services provided by the agencies, under these partnership 
agreements, further the purpose and mission of the Association in the community service area. 
In consideration for usage of the facilities, the non-profit organizations have pledged funds for 
the renovations of assigned facility space. 
 
From time to time, the Association leases space in its facilities to third parties under short-term 
rental agreements. During the years ended September 30, 2017 and 2016, rental income totaled 
$150,608 and $70,330, respectively. 
 
The Association leases space located in the YMCA at Mission Pardee Health Campus, Reuter 
Family YMCA, and Woodfin YMCA to various third parties. The leases expire at various 
dates extending through December 2027. Rental income from the leases for the years ended 
September 30, 2017 and 2016, totaled $266,926 and $172,182, respectively. 
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Note 16 - Facility Leases (continued) 

 
The following is a schedule of future minimum rental income. 
  
Years Ending September 30 Amount  

 
2018 $ 324,850 
2019  301,962 
2020  190,174 
2021  191,939 
2022  193,725 
Thereafter  582,660 

  
Future rental income $ 1,785,310 

 
Note 17 - Lease Commitments 

 
The Association leases office equipment, space, and land under separate non-cancelable 
operating leases. These leases require various monthly payment amounts and expire through 
October 2064. Total rent expense for the years ended September 30, 2017 and 2016, for all 
operating leases was $648,688 and $678,029, respectively, and is included in equipment rental 
and occupancy and rental on the accompanying statements of functional expenses. 
 
The following is a schedule of future minimum lease payments under non-cancelable operating 
leases. 
  
Years Ending September 30 Amount  

 
2018 $ 402,277 
2019  417,665 
2020  387,400 
2021  379,548 
2022  382,936 
Thereafter  3,635,729 

  
Minimum lease commitments $ 5,605,555 

 
Note 18 - Board Designated Net Assets 

 
Board designated net assets are summarized as follows: 
  
At September 30  2017   2016  

 
Reserve $ 3,166,727 $ 4,976,972 
Endowment  874,886  631,522 

 
Board designated net assets $ 4,041,613 $ 5,608,494 
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Note 19 - Retirement Fund 
 

The YMCA participates in a defined contribution, individual account, money purchase, 
retirement plan, which is administered by the Young Men’s Christian Association Retirement 
Fund (a separate corporation). This plan is for the benefit of all eligible employees of the 
YMCA who qualify under the participation requirements. 
 
In accordance with the agreement with the Retirement Fund, employee and employer YMCA 
contributions are a percentage of the participating employees’ salary, are paid for by the 
YMCA and are to be remitted to the YMCA Retirement Fund monthly. Total YMCA 
contributions charged to retirement costs totaled $530,091 and $451,553 for the years ended 
September 30, 2017 and 2016, respectively. 
 
The Young Men’s Christian Association Retirement Fund is operated as a church pension plan 
and is a non-profit, tax exempt, New York State corporation (1922). As a defined contribution 
plan, the Retirement Fund has no unfunded benefit obligations. 

 

Note 20 - Related Party Transactions 

 
Promises to give for annual giving and the capital campaign include amounts due from board 
members and employees totaling $27,306 and $23,615 for the years ended September 30, 2017 
and 2016, respectively. 
 
Certain board and committee members are senior executives with banking institutions and 
professional service firms with which the Association conducts business on a regular basis. 
 
Additionally, one board member is a representative for the fiscal sponsorship agreement, 
discussed in Note 23. 

 
Note 21 - Concentration of Credit Risk 

 
From time to time the Association’s cash balances in financial institutions exceed the amount 
insured by the Federal Deposit Insurance Corporation (FDIC). The Association has not 
experienced any losses in such accounts. Management believes the Association is not exposed 
to any significant credit risk related to such invested funds. 
 
The Association receives substantially all revenue and public support from residents, 
businesses, and organizations in or associated with Buncombe, Henderson, and McDowell 
Counties, North Carolina. The Association is exposed to a geographical concentration of 
members and contributors for approximately 100% of all revenue and charitable contributions 
as well as certain grants. 

 



 

31 

Note 22 - Commitments and Contingencies 

 
Construction Commitments 
 
As of September 30, 2017, and the date of these financial statements, the Association has 
several outstanding construction commitments related to work to be performed at the Asheville 
YMCA, the Ferguson Family YMCA, and 40 North Merrimon Avenue, in the amounts of 
$1,174,623, $440,464, and $146,619, respectively. 
 
Maxwell M. Corpening, Jr. Memorial Center, Inc. (the “Center”) 
 
The Center is a nonprofit organization which provides facilities and support to the Association. 
The Center owns the facility located in Marion, North Carolina and is responsible for its debt. 
The Association is responsible for the management, staffing, and general operation of the 
facility. A lease and management agreement between the Association and the Center provides 
for the Association’s leasing of the facility from the Center for a nominal value and an annual 
contribution in exchange for the operation and management of the facility. The lease 
commenced January 1, 2004 and is effective for a twenty-year term with automatic renewal 
terms of five years each. 

 
The Center has also pledged to the Association to provide restricted operational support for the 
Corpening Facility, and to defray start-up costs and fund operating deficits, exclusive of 
indirect costs. Funds are used for direct expense to include furnishings and equipment. 
 
Grants from the Center are contingent upon the Center’s ability to meet debt covenant ratios 
and to pay debt service for project construction to include tax-exempt bond financing. There is 
no balance of the conditional pledge for the years ended September 30, 2017 and 2016. The 
Association received $194,000 during the years ended September 30, 2017 and 2016, which is 
included in the other grants on the accompanying statements of activities. 
 
In addition, the Center has donated rent to the Association in the amount of $387,000 for each 
of the years ended September 30, 2017 and 2016. 
 
Risk Management 

 
The Association is exposed to various risks of loss related to torts, theft of, damage to and 
destruction of assets, errors and omissions, injuries to employees, and natural disasters. The 
Association carries commercial insurance coverage for risks of loss. 
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Note 23 - Fiscal Sponsorship Agreement 

 
During 2017, the Association entered into a fiscal sponsorship agreement with Friends of 
Woodfin Greenway and Blueway (grantee). The agreement is for an initiative primarily led by 
the Town of Woodfin and Buncombe County governments to develop and construct five miles 
of greenway trail along the French Broad River, construct a new public park in the Town of 
Woodfin, and develop and construct a whitewater wave feature in the French Broad River. The 
grantee is a volunteer organization created to advance the project by raising private-sector 
funds to cover costs of project development. Accordingly, the Association performs specific 
functions based on the agreement, including the collecting and disbursing of monies on behalf 
of the grantee. At September 30, 2017, $13,125 is included in restricted cash and $28,570 was 
collected and disbursed on behalf of the grantee. 

 
Note 24 - YMCA of the USA 

 
The Young Men’s Christian Association of Western North Carolina, Inc. is a member 
association of the National Council of Young Men’s Christian Associations of the United 
States of America (the “Council”). The Young Men’s Christian Association of Western North 
Carolina, Inc. is an independent autonomous organization, recognized as a member, but 
separate from the National Council. The Association must meet annual certification 
requirements to remain a member. National support paid to the Council for the years ended 
September 30, 2017 and 2016, was $244,560 and $192,304, respectively. 

 
Note 25 - Income Taxes 
 

Uncertain Tax Positions 
 

The Association is exempt from federal income taxes under Section 501(c)(3) of the Internal 
Revenue Code, except on net income derived from unrelated business activities. The 
Association believes that it has appropriate support for any tax positions taken, and as such, 
does not have any uncertain tax positions material to the financial statements. 
 
Open Tax Years 

 
The Association’s Return of Organization Exempt From Income Tax (Form 990) is no longer 
subject to examination by the IRS, generally for tax years ending before September 2014. 

 
Note 26 - Subsequent Events 
 

Management has evaluated subsequent events through January 10, 2018, which is the date the 
financial statements were available to be issued. During the period from the end of the year and 
through this date, no circumstances have occurred that require recognition or disclosure in 
these financial statements, other than the items noted below. 
 
In October 2017, the Association obtained an equipment lease for certain fixed assets placed 
into service during the year ended September 30, 2017, for a total of $523,753. 
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Note 26 - Subsequent Events (continued) 
 
In November 2017, the Association opened the Ferguson Family YMCA in Candler, North 
Carolina. The Association is leasing the facility, which includes a 20,000 square foot wellness 
floor, fitness area, community meeting space, and child care center. 
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Schedule of Changes in Promises to Give 

September 30, 2017 
 
        Total 
        Promises 
  Operating   Capital   Endowment   to Give  
 
Promises to give, September 30, 2016 $ 78,702 $ 1,148,026 $ 41,754 $ 1,268,482 
New pledges  793,016  1,363,467  330,514  2,486,997 
Cash collections  (715,139)  (1,135,080)  (130,433)  (1,980,652) 
Write-offs  (65,635)  (800)    (66,435) 
Change in allowance  (1,166)  (13,656)  (12,004)  (26,826) 
Change in discount    (28,336)  (17,805)  (46,141) 
Promises to give, September 30, 2017 $ 89,778 $ 1,333,621 $ 212,026 $ 1,635,425 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
To the Board of Directors 
Young Men’s Christian Association of Western North Carolina, Inc. 
 
We have audited, in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 

Standards issued by the Comptroller General of the United States, the financial statements of 
Young Men’s Christian Association of Western North Carolina, Inc., (a nonprofit organization) 
which comprise the statements of financial position as of September 30, 2017 and 2016, and the 
related statements of activities, functional expenses, and cash flows for the years then ended and 
the related notes to the financial statements, and have issued our report thereon dated January 10, 
2018. 
 
Internal Control over Financial Reporting 

 
In planning and performing our audit of the financial statements, we considered Young Men’s 
Christian Association of Western North Carolina, Inc.’s internal control over financial reporting 
(internal control) to determine the audit procedures that are appropriate in the circumstances for 
the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of Young Men’s Christian Association of Western 
North Carolina, Inc.’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of Young Men’s Christian Association of Western North Carolina, Inc.’s internal 
control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
 



To the Board of Directors 
Young Men’s Christian Association of Western North Carolina, Inc. 
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Compliance and Other Matters 

 
As part of obtaining reasonable assurance about whether Young Men’s Christian Association of 
Western North Carolina, Inc.’s financial statements are free from material misstatement, we 
performed tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance 
with those provisions was not an objective of our audit, and accordingly, we do not express such 
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that 
are required to be reported under Government Auditing Standards. 
 
Purpose of this Report 

 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the organization’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the organization’s 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 
 

 
 
Asheville, North Carolina 
January 10, 2018 


