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Independent Auditors’ Report 
 
 

To the Board of Trustees of the Lowell Catholic High School, Inc.: 
 

 

We have audited the accompanying financial statements of Lowell Catholic High School, Inc. (the 

“School”), which comprise the statement of financial position as of June 30, 2017, and the related 

statements of activities and change in net assets and cash flows for the year 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 audit. We 

conducted our audit in accordance with auditing standards generally accepted in the United States of 

America.  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 auditor’s 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 Lowell Catholic High School, Inc. as of June 30, 2017, and the changes in its net 

assets and its cash flows for the year then ended in accordance with accounting principles generally 

accepted in the United States of America. 

 

 

Boston, Massachusetts 

January 9, 2018 
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Lowell Catholic High School, Inc.  

Statement of Financial Position 

June 30, 2017  

 

Assets:

    Cash and cash equivalents 1,296,737$    

    Investments 565,648         

    Accounts receivable, net 139,743         

    Promises to give 414,510         

    Inventory 147,990         

    Prepaid expenses and other current assets 39,001           

    Property and equipment, net 6,164,770      

    Elementary school lease 3,645,013      

    Beneficial interest in assets held by GLCF 358,566         

                Total assets 12,771,978$  

Liabilities and net assets:

    Liabilities:

        Accounts payable and accrued expenses 119,088$       

        Accrued payroll and payroll taxes 311,726         

        Deferred revenue 1,291,587      

        Line of credit, related party 400,000         

        Note payable 45,906           

        Capital lease obligation 161,736         

        Interest rate swap liability 89,894           

        Bond payable, net of discount 3,185,255      

                Total liabilities 5,605,192      

    Net assets:

        Unrestricted 1,944,401      

        Unrestricted, Board designated 86,563           

        Temporarily restricted 4,598,514      

        Permanently restricted 537,308         

                Total net assets 7,166,786      

                Total liabilities and net assets 12,771,978$  

 
 

The accompanying notes are an integral part of these financial statements. 
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Lowell Catholic High School, Inc.  

Statement of Activities and Change in Net Assets  

Year Ended June 30, 2017  

Temporarily Permanently
Unrestricted Restricted Restricted Total

Operating revenues and support:
    Tuition and fees - gross 6,998,563$    -$                 -$               6,998,563$    
        Less: discounts and scholarships assistance 1,618,743      -                   -                 1,618,743      
        Tuition and fees - net 5,379,820      -                   -                 5,379,820      
    Contributions 651,708         74,157         27,125       752,990         
    Fair value of contributed elementary school lease -                     3,758,700    -                 3,758,700      
    Capital campaign contributions -                     409,950       -                 409,950         
    Auxiliary services and other revenue 366,946         -                   -                 366,946         
    Facility rentals 31,537           -                   -                 31,537           
    Investment return designated for current operations 67,386           -                   -                 67,386           
    Net assets released from restrictions 544,036         (544,036)      -                 -                    
            Total revenues and support 7,041,433      3,698,771    27,125       10,767,329    

Operating expenses:
    Program services:
        Salaries and fringe benefits 3,113,665      -                   -                 3,113,665      
        Instruction and student activities 405,472         -                   -                 405,472         
        Other expenses 75,905           -                   -                 75,905           
            Total program services 3,595,042      -                   -                 3,595,042      

    Supporting services:
        Salaries and fringe benefits 2,033,674      -                   -                 2,033,674      
        Facility operations 459,461         -                   -                 459,461         
        Depreciation and amortization 441,710         -                   -                 441,710         
        Fundraising expenses 82,885           -                   -                 82,885           
        Capital campaign fund raising expenses 70,198           -                   -                 70,198           
        Auxiliary services expenses 246,367         -                   -                 246,367         
        General administration 98,301           -                   -                 98,301           
        Bad debt expense 5,005             -                   -                 5,005             
            Total program services 3,437,601      -                   -                 3,437,601      

            Total expenses 7,032,643      -                   -                 7,032,643      

            Change in net assets from operations 8,790             3,698,771    27,125       3,734,686      

Non-operating revenue and expenses:
    Interest expense (165,681)        -                   -                 (165,681)       
    Fringe benefits paid into frozen pension plan (66,299)          -                   -                 (66,299)         
    Net unrealized and realized gain -                    
         on investments 37,272           28,070         -                 65,342           
    Dividend and interest income, net 30,114           22,678         -                 52,792           
    Investment return designated for current operations (67,386)          -                   -                 (67,386)         
    Unrealized gain on interest rate swap agreement 107,966         -                   -                 107,966         
    Other (5,926)            -                   10,949       5,023             
            Change in net assets from non-operating 
                 revenue and expenses (129,940)        50,748         10,949       (68,243)         

            Increase in net assets (121,150)        3,749,519    38,074       3,666,443      

Net assets at beginning of year, as previously reported 2,277,678      848,995       373,670     3,500,343      
Reclassification of board designated funds to donor restricted (125,564)        -                   125,564     -                    
Net assets at beginning of year, as adjusted 2,152,114      848,995       499,234     3,500,343      

Net assets at end of year 2,030,964$    4,598,514$  537,308$   7,166,786$    

 
 

The accompanying notes are an integral part of these financial statements. 
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Lowell Catholic High School, Inc.  

Statement of Cash Flows 

Year Ended June 30, 2017  

Cash flows from operating activities:

    Change in net assets 3,666,443$   

    Adjustments to reconcile change in net assets

        to net cash provided by operating activities:

       Fair value of contributed elementary school lease (3,758,700)   

       Unrealized and realized gain on investments (91,162)        

       Bad debt 5,005            

       Depreciation and amortization 441,710        

       Loss on disposal of property and equipment 7,699            

       Non-cash interest expense 14,810          

       Unrealized gain on interest rate swap agreement (107,966)      

    Change in assets and liabilities:

  Accounts receivable (10,439)        

  Promises to give (108,449)      

  Inventory and prepaid expenses 297,989        

  Accounts payable and accrued expenses 49,239          

  Accrued payroll and payroll taxes (15,310)        

  Deferred revenue 44,677          

                     Net cash provided by operating activities 435,546        

Cash flows from investing activities:

    Proceeds from sales of investments 17,640          

    Purchase of property, equipment and improvements (614,640)      

                     Net cash used in investing activities (597,000)      

Cash flows from financing activities:

    Principal payments on bond payable (111,675)      

    Borrowings from note payable 23,246          

    Principal payments on capital lease obligations (44,026)        

    Proceeds from line of credit 400,000        

                     Net cash provided by financing activities 267,545        

Net change in cash and cash equivalents 106,091        

Cash and cash equivalents at beginning of year 1,190,646     

Cash and cash equivalents at end of year 1,296,737$   

Supplemental information:
    Cash paid during the year for interest 154,319$      

Non-cash transactions:

   Fair value of donated elementary school lease 3,758,700$   

   Property and equipment purchased through 
        issuance of capital lease obligation 23,467$        

 
 

The accompanying notes are an integral part of these financial statements. 
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Lowell Catholic High School, Inc. 

Notes to Financial Statements  

Year Ended June 30, 2017  

1.   ORGANIZATION 

Lowell Catholic High School, Inc., d.b.a. Lowell Catholic (the “School”), was 

incorporated on May 9, 1975 under the laws of Massachusetts.  The School operates two 

private Catholic schools, an elementary school and senior high school, which are located in 

Lowell, MA.  The senior high school began operations in 1989 when three existing local 

Catholic schools were consolidated under the control of the School.  In February 2016, the 

School took over enrollment for the former St. Margaret School elementary school which 

closed in June 2016.  The elementary school was reopened under the governance of the 

School in August 2016.  The School is a Xaverian Brothers Sponsored School.   

While the School is tuition driven it has a substantial financial aid program.  The School 

receives contributions that are used to support financial aid that is provided to students. 

Substantially all of the students reside in Lowell and neighboring areas of Massachusetts 

and southern New Hampshire.  For the year ended June 30, 2017, enrollment at the 

elementary and senior high schools was 278 and 380, respectively. 

2.   SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

 Basis of Accounting  

The accompanying financial statements have been prepared on the accrual basis of 

accounting in accordance with generally accepted accounting principles.  The School 

reports information regarding its financial position and activities according to three classes 

of net assets based on the existence or absence of donor restrictions:  unrestricted net 

assets, temporarily restricted net assets, and permanently restricted net assets. 

 Use of Estimates 

The process of preparing financial statements in conformity with accounting principles 

generally accepted in the United States of America requires management to make estimates 

and assumptions that affect the reported amounts of assets and liabilities and disclosure of 

assets and liabilities at the date of the financial statements and the reported amounts of 

revenues and expenses during the reporting period.  Actual results could differ from those 

estimates. 
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Lowell Catholic High School, Inc. 

Notes to Financial Statements (Continued)  

 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  

Cash and Cash Equivalents 

The School considers all highly liquid investments with remaining maturities of three 

months or less when purchased to be cash equivalents.  Cash equivalents consist of time 

deposits, money market accounts, and certificates of deposits and are carried at cost, which 

approximates market value.  

 Investments  

Investments in marketable securities with readily determinable fair values are reported at 

their fair market values.   

Dividend and interest income is included in the change in unrestricted net assets, unless the 

income or loss is restricted by donor or law.  Dividend and interest income on permanently 

restricted net assets is recorded as temporarily restricted and when used for its restricted 

purpose or otherwise appropriated by the Board of Trustees is released from temporarily 

restricted net assets and expensed as unrestricted.  Realized and unrealized gains and losses 

on investments are allocated to unrestricted and temporarily restricted net assets based on 

their respective principal balances.  Realized and unrealized gains and losses allocated to 

permanently restricted net assets are reported as temporarily restricted for financial 

reporting purposes until appropriated by the Board of Trustees. 

The cost of investment securities sold is determined on the average cost basis.  Dividend 

and interest income is accounted for on a pooled basis and is allocated to each participating 

fund based on its fund balance.    

Fair Value Hierarchy 

Financial instruments are recorded at fair value which is defined as the price that would be 

received to sell an asset or paid to transfer a liability (i.e., the “exit price”) in an orderly 

transaction between market participants at the measurement date. 

The hierarchal framework prioritizes and ranks the level of market price observability used 

in measuring investments at fair value.  Market price observability is impacted by a 

number of factors, including the type of investment and the characteristics specific to the 

investment.  Investments with readily available active quoted prices or for which fair value 

can be measured from actively quoted prices generally will have a higher degree of market 

price observability and a lesser degree of judgment used in measuring fair value. 
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Lowell Catholic High School, Inc. 

Notes to Financial Statements (Continued)  

 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  

Fair Value Hierarchy (concluded) 

The School groups its assets and liabilities measured at fair value in three levels based on 

the markets in which the assets and liabilities are traded and the reliability of the 

assumptions used to determine fair value.  The three levels of the fair value hierarchy are 

as follows: 

Level 1 - Valuation is based on quoted prices in active markets for identical assets or 

liabilities.  Valuations are obtained from readily available pricing sources for market 

transactions involving identical assets or liabilities. 

Level 2 - Valuation is based on observable inputs other than Level 1 prices, such as quoted 

prices for similar assets or liabilities; quoted prices in markets that are not active; or other 

inputs that are observable or can be corroborated by observable market data for 

substantially the full term of the assets or liabilities.   

Level 3 - Valuation is based on unobservable inputs that are supported by little or no 

market activity and that are significant to the fair value of the assets or liabilities.  Level 3 

assets and liabilities include financial instruments whose value is determined using 

unobservable inputs to pricing models, discounted cash flow methodologies, or similar 

techniques, as well as instruments for which the determination of fair value requires 

significant management judgment or estimation.   

In certain cases, the inputs used to measure fair value may fall into different levels of the 

fair value hierarchy.  In such cases, an investment’s level within the fair value hierarchy is 

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

School’s assessment of the significance of a particular input to the fair value measurement 

in its entirety requires judgment and considers factors specific to the investment.   

Accounts Receivable  

The School extends limited credit to students under certain circumstances.  Management 

reviews the collectability of the accounts on an ongoing basis.  As of June 30, 2017, no 

reserve for potentially uncollectable accounts was deemed necessary. 

 Inventory  

Inventory consisting of text books, supplies, and uniforms are valued at the lower of cost 

or market, determined by the first-in first-out method. 
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Lowell Catholic High School, Inc. 

Notes to Financial Statements (Continued)  

 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  

 Property and Equipment 

Property and equipment are carried at historical cost if purchased or at fair value if 

received by donation.  Purchases of capital assets less than $2,500 are expensed.  If 

unrestricted, proceeds from the sale of plant assets are transferred to operating net assets.  

If restricted, any proceeds are transferred to deferred amounts restricted for plant 

acquisitions.  Depreciation of buildings and equipment is provided over the estimated 

useful lives of the respective assets on a straight-line basis as follows: 

Land improvements 15 years

Building and improvements 10 - 40 years

Furniture and equipment 5 - 20 years

 
Maintenance and repairs are charged to expense as incurred. 

 Revenues 

Tuition and fee revenues are recognized during the school year as services are rendered.  

Tuition collected in advance of the upcoming school year is recorded in deferred revenue. 

Gross tuition and fees reflects the School’s normal tuition rates for all students. 

Scholarships given on the basis of financial need are netted against gross tuition and fees. 

All income and related expenses of activities of the School not directly associated with 

instructional services, investment of School funds, or fundraising activities are reported as 

auxiliary services.  These include revenue from sporting events, bookstore activity, and 

miscellaneous events. 

Contributions and Promises to Give 

Contributions received are recorded as unrestricted, temporarily restricted, or permanently 

restricted support depending on the existence or nature of donor restrictions.  

Unconditional promises to give due in the next year are reflected as current pledges and are 

recorded at their net realizable value.  Unconditional promises to give due in subsequent 

years are recorded at the discounted present value of their net realizable value, using 

interest rates applicable to the years in which the promises are received. 

Contributed property and equipment is recorded at fair value at the date of donation.  If 

donors stipulate how long the assets must be used, the contributions are recorded as 

restricted support. In the absence of such stipulations, contributions of property and 

equipment are recorded as unrestricted support. 
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Lowell Catholic High School, Inc. 

Notes to Financial Statements (Continued)  

 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)  

Contributions and Promises to Give (concluded) 

Contributions of donated services that create or enhance non-financial assets or that require 

specialized skills, that are provided by individuals possessing those skills, and would 

typically need to be purchased if not provided by donations, are recorded at their fair 

values in the period received. 

 Classification of Net Assets 

Expirations of temporary restrictions on net assets by fulfillment of the donor-stipulated 

purpose or by passage of the stipulated time period are reported as reclassifications 

between the applicable classes of net assets.  Support that is restricted by the donor is 

reported as an increase in unrestricted net assets if the purpose of the restriction is 

accomplished in the reporting period in which the support is recognized. 

Net assets and revenues, expenses, gains, and losses are classified based on the existence 

or absence of donor-imposed restriction.  Accordingly, net assets of the School and 

changes therein are classified and reported as follows: 

 Unrestricted net assets represent net assets that are not subject to donor-imposed 

stipulations. 

 Temporarily restricted net assets represent gifts and pledges for which donor-

imposed restrictions have not been met and for which the ultimate purpose of the 

proceeds is not permanently restricted. 

 Permanently restricted net assets represent gifts and pledges for which donor 

restrictions require that the corpus be invested in perpetuity and only the income be 

made available for program operations, in accordance with donor restrictions. 

Advertising 

Advertising costs are expensed as incurred.  During the year ended June 30, 2017, 

advertising expenses totaled $43,745. 

Functional Allocation of Expenses 

The costs of providing the various programs and activities have been summarized on a 

functional basis in the statement of activities.  Accordingly, certain costs have been 

allocated among the programs and supporting services benefited. 
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Lowell Catholic High School, Inc. 

Notes to Financial Statements (Continued)  

 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)  

Income Taxes and Uncertain Tax Positions 

The School, incorporated under Chapter 180 of the Massachusetts General Laws as a tax 

exempt entity, has been granted tax-exempt status under Internal Revenue Code (“IRC”) 

Section 501(c)(3).  Therefore, it is generally exempt from federal and state income taxes.  

Accordingly, no provision for income taxes has been provided for in the accompanying 

financial statements. 

The School is required to evaluate and disclose tax positions that could have an effect on 

the School’s financial statements.  Substantially all of the School’s income, expenditures 

and activities relate to its exempt purpose.  Therefore, management has determined that the 

School will continue to qualify as a tax exempt not-for-profit entity. 

Concentrations of Credit Risk 

The School's financial instruments that potentially subject it to concentrations of credit risk 

consist of cash and cash equivalents, and investments.  The School maintains its cash and 

cash equivalent accounts and investments in high quality financial institutions.  At times, 

the amounts on deposit at any one institution may be in excess of insured limits. 

3.   PROMISES TO GIVE  

The following table summarizes unconditional promises to give as of June 30, 2017: 

Receivable in less than one year 275,170$     

Receivable in one to five years 172,781       

     Total unconditional promises to give 447,951       

Less: discounts to present value at 4% (33,441)        

     Net promises to give 414,510$     

 

There was no allowance for uncollectable promises to give as of June 30, 2017. 
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Lowell Catholic High School, Inc. 

Notes to Financial Statements (Continued)  

4.   INVESTMENTS  

Investments at June 30, 2017 consisted of the following: 

Investments:

    Mutual funds 548,809$     

    Money market funds 16,839         

         Total 565,648$     

 
Investment income for the year ended June 30, 2017 consisted of the following: 

Temporarily Permanently

Unrestricted Restricted Restricted Total

Realized and unrealized gains 37,272$       28,070$      -$             65,342$      

Interest and dividend income 30,114         22,678        -               52,792        

         Total 67,386$       50,748$      -$                 118,134$    

 

Investment income is reported net of approximately $11,790 of investment fees for the 

year ended June 30, 2017. 

Following is a description of the valuation methodologies used for investments which are 

measured at fair value.  There have been no changes in the valuation methodologies used at 

June 30, 2017. 

Money market and mutual funds:  Valued based upon cash value and quoted market prices 

on active exchanges. 

The preceding methods described may produce a fair value calculation that may not be 

indicative of net realizable value or reflective of future fair values.  Furthermore, although 

the School 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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Lowell Catholic High School, Inc. 

Notes to Financial Statements (Continued)  

5.   PROPERTY AND EQUIPMENT  

At June 30, 2017, the balance in property, equipment and improvements was composed of 

the following: 

Land and land improvements 1,516,846$  

Buildings and improvements 6,190,022    

Furniture and equipment 1,324,899    

Construction in process 118,675       

     Total 9,150,442    

Less: Accumulated depreciation (2,985,672)   

     Net property, plant and equipment 6,164,770$  

 
Construction in Process 

As of June 30, 2017, the School has capitalized costs associated with design plans for an 

addition to the senior high school.  This addition is being financed by the Capital 

Campaign and the 2017 Loan Agreement.  As of January 9, 2018, the School has not 

entered into a commitment for construction costs.    

6.   CONTRIBUTED ELEMENTARY SCHOOL   

On July 1, 2016, the School entered into a lease agreement with the Roman Catholic 

Archbishop of Boston, a related party, for the former St. Margaret School in Lowell, 

Massachusetts which was then reopened as the Lowell Catholic Elementary School in 

August 2017.   The lease requires annual lease payments of $1 and is for a period of 

ninety-nine (99) years terminating on June 30, 2115.  The lease agreement specifies that 

the sole purpose of the lease is to operate a school, including Pre-K through Grade 12, and 

other programs consistent with the teachings and tenets of the Roman Catholic Church.  

The School is responsible for all repairs and maintenance during the lease term.    

The School determined the fair value of the leased property to be $3,758,700 using real 

estate assessments and a review of market rentals on similar properties. Use of the land 

was assigned a fair value of $351,000 and the building a fair value of $3,407,600.  The fair 

value of the donated school was recorded as a restricted contribution.  The use of the 

property is restricted by time and purpose and as such the School releases the contribution 

from restriction and records corresponding depreciation expense over the shorter of the 

useful life and the lease term, which is thirty years for the building and ninety-nine years 

for use of the land.   

  



 

14 

Lowell Catholic High School, Inc. 

Notes to Financial Statements (Continued)  

7.   BENEFICIAL INTEREST IN ASSETS HELD BY GLCF  

The School has established an irrevocable agency endowment fund for its benefit at the 

Greater Lowell Community Foundation, Inc. (“GLCF”).  The fund agreement grants a 

variance power to the GLCF that allows for modification of the agreement at the discretion 

of the GLCF’s Board of Trustees.  The fund provides for distributions of earnings to the 

School to be used for scholarships and tuition aid.  The fund is reported as an asset of the 

School in accordance with Accounting Standards Codification 958-605-15, Transfers of 

Assets to a Not-for-Profit Entity or Charitable Trust That Raises or Holds Contributions 

for Others.  The fair value of the fund at June 30, 2017 was $358,566.  Net earnings of the 

fund, including realized and unrealized gains and losses, interest and dividend income and 

administration fees, amounting to $31,843 have been included in investment income for 

the year ended June 30, 2017. 

8.   BOND PAYABLE AND INTEREST RATE SWAP 

On November 17, 2004 the School borrowed $4,250,000 through a bond issued by the 

Massachusetts Development Finance Agency (“MDFA”).  BankNorth Association (“BN”) 

is an additional party to the agreement as Trustee and Purchaser of the bond.  The bond is 

secured by substantially all assets of the School.  The agreement, amended August 2010, 

provides for escalating principal payments, from September 13, 2010 to July 13, 2020, 

ranging from $7,255 to $10,633 per month.  The principal balance of the note was 

$3,206,992 and is presented net of deferred financing costs totaling $21,737 as of June 30, 

2017.  A balloon payment is required in the amount of $2,831,251 on the amended 

maturity date, August 13, 2020.  The bond provides for monthly interest payments based 

on 69% of the 30 day London International Bank Offered Rate “LIBOR” plus 207 basis 

points (2.8477% at June 30, 2017). 

On August 16, 2010 the School entered into a variable-to-fixed interest rate swap 

agreement with BN that terminates on July 13, 2020.  Under the terms of the agreement, 

the School agreed to pay a fixed interest rate of 4.22% for a period of 10 years to BN on 

the notional borrowings in return for a variable rate payment from BN equal to the variable 

rate due on the bond.  The notional principal amount of the swap agreement at June 30, 

2017 is $3,206,992. 

The interest rate swap agreement was entered into as a hedge of cash flow variability 

caused by changes in interest rates on variable rate Massachusetts Development Finance 

Agency Revenue Bonds.  The differential interest required to be paid or that will be 

received under this agreement is accrued consistent with the terms of the agreement and is 

recognized in interest expense as accrued.  Terms of the swap agreement require the 

differential interest to be paid or received monthly. 
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Lowell Catholic High School, Inc. 

Notes to Financial Statements (Continued)  

  BOND PAYABLE AND INTEREST RATE SWAP (concluded) 

The interest rate swap agreement is recognized at fair value as either an asset or liability in 

the statement of financial position.  Accordingly, the negative value of the swap agreement 

of $89,894 at June 30, 2017 is reported as a liability in the statements of financial position.  

The change in the carrying value of the swap agreement is reported in the statements of 

changes in net assets. 

The fair value has been measured based on estimates of the amount needed to settle the 

agreement as calculated by the counterparty, BN, to the swap agreement.  Such 

calculations were based on changes in market conditions and/or assumptions underlying 

valuation models, primarily forecasted interest rates. 

Interest expense related to the bond payable and interest rate swap totaled $151,443 for the 

year ended June 30, 2017.  This includes non-cash interest expense recorded for the 

amortization of deferred financing costs totaling $7,049 and additional interest required to 

be paid under the swap agreement of $55,674. 

As of June 30, 2017, the School was not in compliance with the bond’s financial 

covenants.  In October 2017, the School refinanced its debt with a new lender and repaid 

the balances due under the bond and related interest rate swap in full (see Note 16). 

9.   NOTES PAYABLE   

From time to time, the School enters into note payables for the purchase of vehicles.  The 

note payables are secured by the vehicles and generally are payable over 60 months.  As of 

June 30, 2017, monthly installments range from $917 to $1,672 and interest rates range 

from 4.75% to 4.85%. 

Future principal payments due under the obligations as of June 30, 2017 are as follows: 

Year End

2018 12,097$    

2019 9,926        

2020 10,061      

2021 10,560      

2022 3,262        

45,906$    

 
Interest expense on the notes payable totaled $2,190 for the year ended June 30, 2017. 
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Lowell Catholic High School, Inc. 

Notes to Financial Statements (Continued)  

10.   LINE OF CREDIT, RELATED PARTY  

On June 13, 2016 the School entered into a line of credit agreement with the Roman 

Catholic Archbishop of Boston with a total available amount of $600,000 at an interest rate 

of 2.5%.  As of June 30, 2017, the balance under the line of credit was $400,000.  The line 

of credit requires interest-only payments until January 1, 2018, after which monthly 

payments of principal and interest are required.  The line of credit has a maturity date of 

January 1, 2025 at which point all remaining principal, unpaid and accrued interest is due.  

Interest expense on the line of credit amounted to $4,110 for the year ended June 30, 2017. 

Estimated future principal payments due under the line of credit for the balance 

outstanding as of June 30, 2017 are as follows: 

Year End

2018 22,376$    

2019 54,182      

2020 55,552      

2021 56,957      

2022 58,397      

Thereafter 152,536    

400,000$  
 

11.   CAPITAL LEASE OBLIGATIONS  

The School has entered into capital lease agreements for equipment, which expire through 

August 2021.  The initial lease liability and assets were recorded at the present value of the 

minimum lease payments.  The assets are being depreciated over their estimated useful 

lives.  The leases are secured by the related equipment with a cost of $229,960 and related 

accumulated depreciation of $44,041 at June 30, 2017. 

Depreciation expense on the equipment totaled $44,041 for the year ended June 30, 2017 

and is included in depreciation and amortization expense. 
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CAPITAL LEASE OBLIGATIONS (concluded) 

Present value and future minimum payments for capitalized leases are as follows at 

June 30, 2017:  

2018 44,537$       

2019 46,453         

2020 48,452         

2021 30,126         

2022 5,075           

    Total minimum lease payments 174,643       

Less amounts representing interest (12,907)        

    Present value of net minimum lease payments 161,736$     
 

12. FAIR VALUE OF FINANCIAL INSTRUMENTS  

The School uses fair value measurements to record fair value adjustments to certain assets 

and to determine fair value disclosures.  The following table presents the School’s fair 

value hierarchy for those assets and liabilities measured at fair value on a recurring basis as 

of June 30, 2017: 

Total Level 1 Level 2 Level 3

Investments:

    Mutual funds 548,809$     548,809$        -$                  -$                   

    Money market funds 16,839         16,839            -                    -                     

Beneficial interest in

    assets held by GLCF 358,566       -                      -                    358,566          

Interest rate swap

    agreement (89,894)        -                      89,894           -                     

 

Changes for investments with significant unobservable inputs under Level 3 for the year 

ended June 30, 2017 were as follows: 

Beginning balance 344,363$     

Additions -                   

Distributions/transfers (17,640)        

Gain on investments, net of fees 31,843         
     

Ending balance 358,566$     
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 13.   NET ASSET RESTRICTIONS  

Temporarily Restricted Net Assets 

Temporarily restricted net assets as of June 30, 2017 were primarily restricted to use as 

follows: 

Scholarship funds 39,634$       

Capital campaign 917,313       

Elementary school lease 3,641,567    

Ending balance 4,598,514$  
 

Capital Campaign 

During 2014, the School launched a Capital Campaign to fund an addition to the senior 

high school that will provide additional classrooms, laboratories and other facilities.   

During 2017, the School received Capital Campaign contributions totaling $409,950, of 

which $400,000 was contributed by two donors.   

Contributed Elementary School  

During 2017, the School recognized a restricted contribution related to the lease of the 

former St. Margaret elementary school (see Note 6). 

Permanently Restricted Net Assets 

As of June 30, 2017, earnings on permanently restricted net assets are temporarily 

restricted for use within the School’s scholarship programs. 

14.   ENDOWMENT FUND ACTIVITY 

The School’s endowment consists of over twenty individual board designated and donor-

restricted funds established to support the educational programs conducted by the School. 

The Board of Trustees of the School has interpreted the guidance related to treatment of 

Endowment of Not-for-Profit Organizations: Net Asset Classification of Funds Subject to 

an Enacted Version of the Uniform Prudent Management of Institutional Funds Act 

(UPMIFA), and Enacted Disclosures for All Endowment Funds as requiring the 

preservation of the fair value of the original gift as of the gift date of any donor-restricted 

endowment funds absent explicit donor stipulations to the contrary.  As a result of this 

interpretation, the School classifies as permanently restricted net assets (a) the original 

value of gifts donated to the permanent endowment, (b) the original value of the  
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Notes to Financial Statements (Continued)  

  ENDOWMENT FUND ACTIVITY (continued) 

subsequent gifts donated 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 as permanently restricted net assets 

is classified as temporarily restricted net assets until those amounts are appropriated for 

expenditure by the School in a manner consistent with the standards of prudence 

prescribed by UPMIFA. 

In accordance with UPMIFA, the School considers the following factors in making a 

determination to appropriate or accumulate donor-restricted endowment funds; 

 General economic conditions 

 The possible effect of inflation and deflation 

 The expected tax consequences, if any, of investment decisions 

 The role that each investment or course of action plays within the overall 

investment portfolio of the fund 

 The expected total return from income and appreciation of investments 

 Other resources of the School 

 The needs of the School and the fund to make distributions and to preserve capital 

 An asset’s special relationship or special value, if any, to the charitable purposes of 

the School 

 The duration and preservation of the fund 

 The investment policy of the School 

Occasionally, the invested balance of a permanently restricted fund will drop below the fair 

value of the original gift.  In these situations, an entry is recorded on the financial 

statements to reflect a liability from the unrestricted net asset balance to the permanently 

restricted net asset balance in an amount necessary to restore the permanently restricted 

fund to its original fair value.  This liability is not legally enforceable against the 

unrestricted net assets of the School.  As of June 30, 2017, a liability totaling $24,615, was 

recorded within the School’s unrestricted net assets.  
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 ENDOWMENT FUND ACTIVITY (concluded) 

Changes in endowment net assets for the years ended June 30, 2017: 

Temporarily Permanently

Unrestricted Restricted Restricted Total

Endowment net assets,

    June 30, 2016 83,803$           848,995$      499,234$     1,432,032$      

Investment return:

    Investment income 30,144             22,678          -                   52,822             

    Appreciation/depreciation 37,272             28,070          -                   65,342             

         Total investment return 67,416             50,748          -                   118,164           

Contributions 75                    4,242,807     27,125         4,270,007        

Appropriation of assets 

    for expenditure (67,386)            (544,036)       -                   (611,422)          

Other changes 2,655               -                    10,949         13,604             

Endowment net assets,
    June 30, 2017 86,563$           4,598,514$   537,308$     5,222,385$      

 

A substantial portion of the permanently restricted endowment assets are invested under an 

agency endowment agreement with the Greater Lowell Community Foundation (“GLCF”).  

Under the GLCF investment policy, 50-80% of endowment assets are invested in equities 

and 20-50% is invested in fixed income securities, cash and cash equivalents.  

Distributions to the School are determined in accordance with the spending policy of 

GLCF. 

Appropriations of other endowment funds are determined in accordance with the spending 

policy set forth in each fund, generally 5% of the average value of the fund, computed 

monthly.  The earnings and appreciation of the donor restricted funds remain in 

temporarily restricted net assets until the Board appropriates for expenditure. 

15.   EMPLOYEE RETIREMENT PLANS 

Defined benefit plan 

The School participates in a multiemployer, noncontributory employee retirement income 

pension plan, (the Roman Catholic Archdiocese of Boston Pension Plan).  The Plan files as 

a single employer plan and is not subject to ERISA.  It was decided by the Archdiocese to 

freeze the pension plan as of December 31, 2011 which prohibited any new employee’s 

entrance into the plan as of that date.  Individuals already in the Plan prior to December 31, 

2011 will receive these defined benefits upon retirement.  The amount of the School’s 

annual contribution is actuarially determined and is accrued and funded annually.  
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  EMPLOYEE RETIREMENT PLANS (continued) 

The overall investment strategy of the Plan is that it invests in the Roman Catholic 

Archbishop of Boston Collective Investment Partnership (the “Partnership”).  The 

Partnership invests in domestic securities.  The Plan is 87.5% funded based upon a July 1, 

2017 actuarial valuation.  For the year ended June 30, 2017, the School contributed 

$66,299 to the Plan.  The School expects to contribute $66,300 to its pension plan for the 

year ended June 30, 2018, after which it is anticipated that the Trustees of the pension plan 

to purchase annuity contracts from a qualified insurance company. 

The risks of participating in this multiemployer plan are different from a single employer 

or multiple-employer plan in the following aspects:  

 

a)  Assets contributed to the multiemployer plan by one employer may be used to provide 

benefits to employees of other participating employers.  

 

b) If a participating employer stops contributing to the plan, the unfunded obligations of 

the plan may be borne by the remaining participating employers.  

 

c) If the School chooses to stop participating in this multiemployer plan, it may be 

required to pay the plan an amount based on the underfunded status of the plan, 

referred to as a withdrawal liability.  

 

Defined Contribution Plans 

As of January 1, 2012, the School began participating in a qualified salary reduction 

401(k) plan through the Archdiocese whereby employees may make contributions to the 

plan at their discretion.  The School matches up to 4% of eligible employee contributions 

(eligible individuals must be employed by the School for at least one year).  The School’s 

contributions vest after five years of employment.  School contributions to the plan for the 

year ended June 30, 2017 were $108,827 and is included in salaries and fringe benefits in 

the accompanying statement of functional expense. 

The School also sponsors an Internal Revenue Service qualified code section 403(b) salary 

reduction plan that eligible employees may contribute to.  The School does not contribute 

to this plan. 
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16.   SUBSEQUENT EVENTS 

Management has evaluated subsequent events through January 9, 2018, which is the date 

the financial statements were available to be issued.  Other than as discussed below, there 

were no subsequent events that require adjustment to or disclosure in the financial 

statements. 

On September 1, 2017 the School entered into a Loan and Security Agreement to borrow 

up to $10,000,000 through a series of bonds issued by the Massachusetts Development 

Finance Agency (“MDFA”).  Salem Five Cents Savings Bank (“Salem Five”) is an 

additional party to the agreement as "Trustee" and ”Purchaser" of the bonds. The proceeds 

of the bonds were restricted to use in repayment of the existing bond and for the School's 

addition to the senior high school. The bonds are secured by substantially all assets of the 

School.  The Series A Bond principal is $7,750,000, and the Series B Bond principal is 

$2,250,000 (collectively, the “2017 Bonds”).  As of the date the financial statements were 

available to be issued, the School had drawn down $932,088 of the Series A Bond and the 

$2,250,000 available under the Series B Bond.  The proceeds were used to repay in full the 

outstanding bond and interest rate swap liability (see Note 8). 

 

The Series A Bond requires monthly payments of interest commencing October 28, 2017 

through September 28, 2019.  Thereafter, monthly payments will also include principal.  

Any outstanding balance of principal and accrued interest is due and payable upon the 

Series A Bond Maturity date, September 28, 2042.  The Series A Bond accrues interest at 

varying rates over the repayment term: 3.26% per annum during the 7 year term 

commencing at the date of closing, and thereafter based upon a percentage of the 7-Year 

and 4-Year Federal Home Loan Bank of Boston rates in effect plus a two hundred and 

forty basis points (2.40%), as defined.   

Repayment of the Series B Bond will commence in October 2017 with interest-only 

payments due monthly and a principal reduction schedule that will include a total of 

$600,000 to be paid by December 31, 2018 with the first $100,000 payment due by March 

31, 2018.  The amortization schedule will be reset every year. Additional principal 

payments, resulting from the Capital Campaign, are permitted.  Any outstanding balance of 

principal and accrued interest is due upon the Maturity date, September 28, 2022.  The 

Series B Bond accrues interest at a rate of 3.05% per annum.   

The 2017 Bonds may be redeemed by the School, subject to certain limitations and 

redemption premiums as defined. 

The Series A Bond, along with Capital Campaign proceeds, will be used to fund 

construction on the expansion of the senior high school which is to begin in Spring 2018. 

 


