New England Law | Boston
Financial Statements and
Single Audit Compliance Reports
June 30, 2019

Contents
Page
Independent Auditors’ Report

2-3

Financial Statements
Statements of Financial Position, June 30, 2019 and 2018

4

Statement of Activities, Years Ended June 30, 2019

5

Statement of Activities, Years Ended June 30, 2018

6

Statement of Cash Flows, Years Ended June 30, 2019 and 2018

7

Notes to Financial Statements

8-25

Supplemental Information
Schedule of Expenditures of Federal Awards

27

Notes to Schedule of Expenditures of Federal Awards

28

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

29-30

Independent Auditors’ Report on Compliance for Each Major Program and on
Internal Control Over Compliance Required by the Uniform Guidance

31-32

Schedule of Findings and Questioned Costs

33-34

NEW ENGLAND LAW | BOSTON
Statements of Financial Position
June 30, 2019 and 2018

2019

2018

Assets
Current assets
Cash and cash equivalents
Accounts receivable (net of allowance for doubtful accounts
of $210,000 for 2019 and $190,000 for 2018)
Pledge receivable, current
Prepaid expenses
Investments

$

$

1,461,599

283,373
250,000
469,098
4,211,867

241,527
468,482
5,547,545

6,746,848

7,719,153

17,316,800

16,126,940

514,354
474,193
83,017,352
139,100
84,144,999

614,310
84,362,707
135,200
85,112,217

$ 108,208,647

$ 108,958,310

$

$

Total current assets
Property, plant and equipment, net
Noncurrent assets:
Student loans (net of allowance of $50,000 for 2019 and 2018)
Pledge receivable, net of current
Investments
Note receivable - related party

Total assets

1,532,510

Liabilities and Net Assets
Current liabilities
Accounts payable and accrued liabilities
Student deposits
Deferred income
Total current liabilities
Long-term liabilities
Deferred compensation
Deferred excise tax
Refundable U.S. government student loans
Total long-term liabilities
Total liabilities
Net assets
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and net assets

934,334
328,850
161,655
1,424,839

5,094,692
702,000
672,076
6,468,768

4,758,275
660,604
5,418,879

7,893,607

6,512,432

97,192,614
3,122,426

99,454,821
2,991,057

100,315,040

102,445,878

$ 108,208,647

$ 108,958,310

The accompanying notes are an integral part of the financial statements.
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952,793
129,000
11,760
1,093,553

NEW ENGLAND LAW | BOSTON
Statements of Activities
For the Year Ended June 30, 2019
2019
With Donor
Restrictions

Without Donor
Restrictions
Operating revenues
Tuition and fees
Less: institutional scholarships and grants
Net tuition and fees
Government agency grants
Private gifts and grants
Endowment spending in accordance with
School's spending policy (note G)
Other income
Net assets released from restrictions
Total operating revenues

$

Operating expenses
Instructional
Student services
Institutional support
Fundraising
Total operating expenses
Increase (decrease) in net assets from
operating activities

24,481,456
(11,573,179)
12,908,277
80,756
1,119,017

$

65,564

2018
Total
$ 24,481,456
(11,573,179)
12,908,277
80,756
1,184,581

Total
$

24,869,293
(10,767,999)
14,101,294
87,311
229,623

4,300,000
577,203
5,000
18,990,253

(5,000)
60,564

4,300,000
577,203
19,050,817

3,500,000
533,542
18,451,770

11,766,570
3,579,023
3,489,910
428,203
19,263,706

-

11,766,570
3,579,023
3,489,910
428,203
19,263,706

13,656,979
4,302,170
5,364,124
819,180
24,142,453

(5,690,683)

(273,453)

60,564

(212,889)

3,013,246
(702,000)

70,805
-

3,084,051
(702,000)

(4,300,000)
(1,988,754)

70,805

(4,300,000)
(1,917,949)

(3,500,000)
(2,728,748)

Increase (decrease) in net assets

(2,262,207)

131,369

(2,130,838)

(8,419,431)

Net assets, beginning of year

99,454,821

Nonoperating income and expense
Investment return
Deferred excise tax
Endowment spending in accordance with
School's spending policy (note G)

Net assets, end of year

$

97,192,614

$

2,991,057

102,445,878

3,122,426

$ 100,315,040

The accompanying notes are an integral part of the financial statements.
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771,252
-

110,865,309
$

102,445,878

NEW ENGLAND LAW | BOSTON
Statement of Activities
For the Year Ended June 30, 2018
2018
With Donor
Restrictions

Without Donor
Restrictions
Operating revenues
Tuition and fees
Less: institutional scholarships and grants
Net tuition and fees
Government agency grants
Private gifts and grants
Endowment spending in accordance with
School's spending policy (note G)
Other income
Net assets released from restrictions
Total operating revenues

$

Operating expenses
Instructional
Student services
Institutional support
Fundraising
Total operating expenses
Increase (decrease) in net assets from
operating activities
Nonoperating income and expense
Investment return
Endowment spending in accordance with
School's spending policy (note G)

$

74,809

24,869,293
(10,767,999)
14,101,294
87,311
229,623

3,500,000
533,542
10,548
18,387,509

(10,548)
64,261

3,500,000
533,542
18,451,770

13,656,979
4,302,170
5,364,124
819,180
24,142,453

-

13,656,979
4,302,170
5,364,124
819,180
24,142,453

(5,754,944)

64,261

(5,690,683)

727,730

Increase (decrease) in net assets
Net assets, beginning of year
Net assets, end of year

24,869,293
(10,767,999)
14,101,294
87,311
154,814

43,522

771,252

43,522

(3,500,000)
(2,728,748)

(8,527,214)

107,783

(8,419,431)

99,454,821

$

2,883,274

110,865,309

2,991,057

$ 102,445,878

The accompanying notes are an integral part of the financial statements.
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$

(3,500,000)
(2,772,270)

107,982,035
$

-

Total

NEW ENGLAND LAW | BOSTON
Statements of Cash Flows
For the Years Ended June 30, 2019 and 2018

2019

2018

Cash flows from operating activities
Decrease in net assets
Adjustments to reconcile increase (decrease) in net assets to net cash
used for operating activities:
Depreciation expense
Realized and unrealized (gain)/loss on investments
Loss on property, plant and equipment disposal
Deferred excise tax
(Increase) decrease in operating assets:
Accounts receivable, net
Prepaid expenses
Pledge receivable
Note receivable - related party
Increase (decrease) in operating liabilities:
Accounts payable and accrued liabilities
Deferred compensation
Student deposits
Deferred income

$

(2,130,838)

$

1,248,978
(1,563,078)
9,078
702,000

(8,419,431)

1,298,400
391,890
11,455
-

(41,846)
(616)
(724,193)
(3,900)

(20,328)
49,592
(3,900)

(18,459)
336,417
199,850
149,895

34,030
4,758,275
2,401
(160,440)

(1,836,712)

(2,058,056)

Cash flows from investing activities
Student loans collected
Purchases of property, plant and equipment
Purchases of investments
Proceeds from the sale of investments

99,956
(2,447,916)
(88,524,056)
92,768,167

179,445
(488,426)
(99,437,881)
101,257,150

Net cash provided by investing activities

1,896,151

Net cash used for operation activities

Cash flows from financing activities
Refundable U.S. government student loans
Net cash provided by (used for) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

1,510,288

11,472

(358,650)

11,472

(358,650)

70,911

(906,418)

1,461,599

Cash and cash equivalents at end of year

$

1,532,510

The accompanying notes are an integral part of the financial statements.
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2,368,017
$

1,461,599

NEW ENGLAND LAW | BOSTON
Notes to Financial Statements
June 30, 2019
NOTE A – NATURE OF OPERATIONS
New England Law | Boston (the School) is an independent, non-profit, law school located in
Boston, Massachusetts. Founded in 1908 as the only law school in the world exclusively for
women and coeducational since 1938, the School has always held its doors open to highly
motivated students, without regard to race, creed, or national origin. The School is fully
accredited by the American Bar Association and is a member of the American Association of
Law Schools. The School is supported primarily by tuition, contributions from alumni, and
earnings on its endowment.
The School dedicates itself to preparing students to be successful lawyers and leaders in the
public and private sectors through integrated practical, theoretical, and ethical education of the
highest caliber, and to contributing to the improvement of American, foreign and international
legal systems through participation in the debate over the fairness and efficacy of those systems,
research and publication, public service, and other work that furthers the interests of justice.
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis of accounting in
conformity with accounting principles generally accepted in the United States of America
(GAAP) in accordance with not-for-profit entities. GAAP requires the School to report
information regarding its financial position and activities according to the following net asset
classifications:
Net assets without donor restrictions: Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of
the organization. These net assets may be used at the discretion of the School's
management and the board of directors.
Net assets with donor restrictions: Net assets subject to stipulations imposed by donors
and grantors. Some donor restrictions are temporary in nature; those restrictions will be
met by actions of the School or by the passage of time. Other donor restrictions are
perpetual in nature, whereby the donor has stipulated the funds be maintained in
perpetuity.
Donor restricted contributions are reported as increases in net assets with donor
restrictions. When a restriction expires, net assets are reclassified from net assets with
donor restrictions to net assets without donor restrictions in the statements of activities.
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NEW ENGLAND LAW | BOSTON
Notes to Financial Statements
June 30, 2019
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- Continued
Operations
The statement of activities reports all changes in net assets, including changes in net assets from
operating and nonoperating activities. Operating activities consist of those items attributable to
the School's primary mission of providing education. Investment income and gains/losses on
investments are classified as non-operating activities. Any release of the restrictions to operating
activities or transfers to endowment are also classified as non-operating activities.
Use of Estimates
The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent 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.
Cash and Cash Equivalents
Cash equivalents represent money market funds and highly liquid investments purchased with a
maturity of three months or less and are carried at cost, which management believes
approximates fair values.
Accounts Receivable
Accounts receivable include student accounts receivable and other receivables. Student accounts
receivable represent amounts due for tuition and fees from currently enrolled and former
students. Accounts receivable are stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollectible amounts through a
provision for bad debt expense and an adjustment to the allowance based on its assessment of the
current status of individual accounts.
Promise to Give
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 future
years are recorded at the present value of their estimated 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. Discount amortization is included in contribution revenue. Conditional
promises to give are not included as support until the conditions are met. The School uses the
allowance method to determine uncollectible promises receivable. The allowance is based on
historical experience, an assessment of economic conditions and a review of subsequent
collections. Promises to give are written off when deemed uncollectible. At June 30, 2019 the
allowance is zero.
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NEW ENGLAND LAW | BOSTON
Notes to Financial Statements
June 30, 2019
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- Continued
Student Loans
Student loans receivable are carried at unpaid principal balances, less an allowance for
uncollectible loans. The allowance for uncollectible loans is increased by changes to income and
decreased by charge-offs (net of recoveries). Management's periodic evaluation of the adequacy
of the allowance is based on Perkins Loan Program requirements and the School's past loan loss
experience. Loans are considered impaired if full principal or interest payments are not
anticipated to be received in accordance with the contractual terms. The School’s practice is to
charge off any loan or portion of a loan when the loan is determined by management to be
uncollectible due to the borrower's failure to meet repayment terms.
Investments
The School carries investments in marketable securities with readily determinable fair values and
all investments in debt securities at their fair values in the statement of financial position. The
School believes that the carrying value of its investments is reasonable at June 30, 2019 and
2018. Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The School’s
management determines the School’s valuation policies utilizing information provided by the
investment advisers. See Note N for a discussion of fair value measurements.
Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded
on the accrual basis. Dividends, if any, are recorded on the ex-dividend date. Net appreciation
(depreciation) includes capital gain distributions as well as the gains and losses on investments
bought and sold as well as held during the year. Investment management fees and investment
transactions fees, if any, are offset against investment income.
Property, Plant and Equipment
Physical property, plant and equipment are stated at cost at the date of acquisition or fair market
value at the date of donation in the case of gifts, less accumulated depreciation. Equipment
disposals are removed from the records at the time of disposal. Expenditures for major renewals
and betterments that extend the useful lives of property, plant and equipment are capitalized.
Expenditures for maintenance and repairs are charged to expense as incurred. Depreciation is
computed using the straight-line method over the estimated useful lives as follows:
Buildings
Furniture and equipment
Library books

15-40 years
5-7 years
20 years

Tuition Revenue and Other Revenue
Tuition and fees are recognized ratably over the academic period of the course or program
offered based on time elapsed and aid awarded to students reduces the amount of revenue
recognized. The majority of the School’s programs are designed to be completed with the fiscal
year. Discounts in the form of scholarships and financial aid grants, including those funded by
the endowment, restricted specific-purpose gifts and government grants, are reported as a
reduction of tuition and fees. The academic programs are delivered in the Fall, Spring and
Summer.
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NEW ENGLAND LAW | BOSTON
Notes to Financial Statements
June 30, 2019
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- Continued
Tuition Revenue and Other Revenue - Continued
Revenues associated with various government grants are recognized when related costs are
incurred. Private gifts and grants are recorded when received. Lease income is included in other
income and is recognized in the period that the property is leased.
Refundable U.S. Government Student Loans
Student loans include funds advanced to the School by the U.S. government under the Federal
Perkins Loan Program (the Program). Student loans under the Program are subject to significant
restrictions. Such funds are re-loaned by the School after collection, but in the event that the
School no longer participates in the Program, the amounts are generally refundable to the U.S.
government and are reported as refundable advances. Accordingly, it is not practicable to
determine the fair value of such amounts. The Program expired on September 30, 2017 and no
funds were re-loaned by the School. No funds were returned to the U.S. Government during the
year ended June 30, 2019. A portion of the funds were returned to the U.S. government during
the year ended June 30, 2018.
Contributions
Contributions received are recorded as net assets without donor restrictions or net assets with
donor restrictions, depending on the existence and/or nature of any donor-imposed restrictions.
Contributions that are restricted by the donor are reported as an increase in net assets without
donor restrictions if the restriction expires in the reporting period in which the contribution is
recognized. All other donor restricted contributions are reported as an increase in net assets with
donor restrictions, depending on the nature of restriction. When a restriction expires (that is,
when a stipulated time restriction ends or purpose restriction is accomplished), net assets with
donor restrictions are reclassified to net assets without donor restrictions and reported in the
statements of activities as net assets released from restrictions. Contributed property and
equipment are recorded at fair value at the date of donation.
Functional Expenses
The financial statements report certain categories of expenses that are attributed to more than one
program or supporting function. Therefore, expenses require allocation on a reasonable basis that
is consistently applied. The expenses that are allocated include salaries and wages, payroll taxes,
employee benefits, deferred compensation, alumni relations, conferences, conventions and
meetings, information technology, occupancy, office expenses, professional fees, travel, and
depreciation, which are allocated using various methods such as direct allocation, square footage
and time and effort..
Advertising Costs
Advertising costs are expensed as incurred. Total advertising expense amounted to $467,346 and
$493,779 for the years ended June 30, 2019 and 2018, respectively.
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NEW ENGLAND LAW | BOSTON
Notes to Financial Statements
June 30, 2019
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- Continued
Income Taxes and Uncertain Tax Positions
The School qualifies as a tax-exempt non-profit organization under Section 501(c)(3) of the
Internal Revenue Code and is exempt from income taxes pursuant to Section 501 (a) of the Code.
The School may be liable for federal and state taxes on any unrelated business income, as
defined by the Code and certain excise taxes discussed below. The School accounts for taxes
under the asset and liability method, whereby deferred tax assets and liabilities are recognized
for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax basis. See Note L
with regard to deferred excise taxes.
The School is subject to routine audits by taxing jurisdictions. During the year ended June 30,
2015 the Internal Revenue Service (IRS) commenced an audit of the year ended June 30, 2013.
The examination for that period disclosed that the return filed was completely acceptable.
Accordingly, the IRS accepted the School’s return as filed. The School’s information returns
generally remain open for the most recent three years.
The Tax Cuts and Jobs Act (the “Act”) was enacted on December 22, 2017. The Act impacts the
School in several ways, including a new excise tax on executive compensation, increases to
unrelated business taxable income (“UBTI”) by the amount of certain fringe benefits for which a
deduction is not allowed, changes to the net operating loss rules, repeal of the alternative
minimum tax, and the computation of UBTI separately for each unrelated trade or business.
Further, the Act reduces the US federal corporate tax rate and federal corporate unrelated
business income tax rate from 35% to 21%. The overall impact of the Act remains uncertain and
the full impact of the Act will not be known until further regulatory guidance is provided to
assist the School with calculating income and excise tax liabilities. The School continues to
evaluate the impact of certain aspects of tax reform on the School.
Subsequent Events
Subsequent events were evaluated through February 12, 2020, which is the date the financial
statements were available to be issued.
Recent Accounting Pronouncement
In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2016-14, Presentation of Financial Statements for Not-for-Profit Entities. The
update addresses the complexity and understandability of net asset classification, deficiencies in
information about liquidity and availability of resources, and the lack of consistency in the type
of information provided about expenses and investment return. The School has adjusted the
presentation of these statements accordingly. As a result of adopting this standard, certain prior
year amounts were reclassified to conform to the presentation requirements of the standard.
In February 2016, FASB issued ASU No. 2016-02, Leases (Topic 842). The new lease guidance
establishes a model under which lessees record a right-of-use asset and a lease liability for all
leases with terms longer than 12 months. The ASU is effective for the School’s 2021 fiscal year.
The School is evaluating the impact of this standard on its financial statements.
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NEW ENGLAND LAW | BOSTON
Notes to Financial Statements
June 30, 2019
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- Continued
Recent Accounting Pronouncement - Continued
In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers
(Topic 606) and Other Assets and Deferred Costs-Contract with Customers (Subtopic 340-40).
The ASU introduces a single framework for revenue recognition under which revenue
recognized is reflective of the consideration to which the entity expects to be entitled in
exchange for goods and services. The ASU is effective for fiscal years beginning after
December 15, 2018 or fiscal year 2020 for the School. Early adoption is permitted. The School is
evaluating the impact of this standard on its financial statements.
In June 2018, the FASB issued No. 2018-08, Clarifying the Scope and the Accounting Guidance
for Contributions Received and Contributions Made. The ASU amends the new revenue
recognition standard and long-standing contribution accounting guidance and is expected to shift
the majority of grants from an exchange to a nonexchange recognition model. The ASU is
effective for fiscal years beginning after December 15, 2018 or fiscal year 2020 for the School.
Early adoption is permitted. The School is evaluating the impact of this standard on its financial
statements.
In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820)
Disclosure Framework-Changes to the Disclosure Requirements for Fair Value Measurement,
which simplifies fair value measurement disclosures through the removal and modification of a
number of investment related disclosure requirements. Certain disclosures are no longer required
including amount of and reasons for transfers between Level 1 and 2; policy for timing of
transfers between levels; valuation processes for Level 3 investments and a Level 3 investment
rollforward. The ASU is effective for fiscal years beginning after December 15, 2019 or fiscal
year 2021 for the School. Early adoption is permitted. The School is evaluating the impact of this
standard on its financial statements.
Reclassification
Certain reclassifications have been made to the 2018 financial statements to conform to the 2019
presentation.
A summary of the resulting net asset reclassifications from the adoption of ASU 2016-14 as of
July 1, 2017 is as follows:
Without Donor
Restrictions

With Donor
Restrictions

Net asset classifications
As previously presented:
Unrestricted
Temporary restricted
Permanently restricted

$ 107,982,035
-

$

2,640,877
242,397

$ 107,982,035
2,640,877
242,397

Total net assets

$ 107,982,035

$ 2,883,274

$ 110,865,309
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NEW ENGLAND LAW | BOSTON
Notes to Financial Statements
June 30, 2019
NOTE C – RISKS AND UNCERTAINTIES
The School is exposed to credit and market risk on its cash and cash equivalents, and accounts
receivable. The School maintains cash and cash equivalents at certain financial institutions in
amounts which exceed federally insured limits. The financial stability of these institutions is
continually reviewed by management to evaluate credit risk. The School has not experienced any
losses in such accounts and believes that its cash and cash equivalents are not exposed to
significant credit risks.
The School invests in various investment securities that are exposed to various risks such as
interest rates, market and credit risks. Market values of investments may decline for a number of
reasons, including changes in prevailing market and interest rates, increases in defaults and credit
rating downgrades. Due to the level of risk associated with certain investment securities, it is at
least reasonably possible that changes in values of investment securities will occur in the near
term and that some changes could materially affect the assets reported in the statement of
financial position.
NOTE D – LIQUIDITY AND AVAILABILITY
The School regularly monitors the availability of resources required to meet its general operating
expenditures. Financial assets available for general expenditure, that is, without donor or other
restrictions limiting their use, within one year of the balance sheet date, comprise the following:
2019
Financial assets at year end:
Cash and cash equivalents
Accounts receivable
Investments

$

1,532,510
283,373
87,229,219
89,045,102

2018
$

Less: Amounts unavailable for general expenditures within one year
due to:
Restricted by donors with purpose restrictions
(2,880,029)
Restricted by donors in perpetuity
(242,397)
(3,122,426)
Amounts unavailable to management without
board's approval:
Board designated endowment

(2,748,660)
(242,397)
(2,991,057)

(82,774,956)

Total financial assets available to management for
general expenditure within one year

$

14

3,147,720

1,461,599
241,527
89,910,252
91,613,378

(84,120,310)

$

4,502,011

NEW ENGLAND LAW | BOSTON
Notes to Financial Statements
June 30, 2019
NOTE D – LIQUIDITY AND AVAILABILITY - Continued
Liquidity Management
The School maintains a policy of structuring its financial assets to be available as its general
expenditures, liabilities and other obligations come due. In addition, the School invests cash in
excess of weekly requirements in short-term investments. To help manage unanticipated liquidity
needs the School has board designated net assets without donor restrictions that, while the
School does not intend to spend these for purposes other than those identified, could be made
available for current operations.
NOTE E – PLEDGE RECEIVABLE
Pledge receivable as of June 30, 2019 is summarized as follows:
2019
Receivable in less than one year
Receivable in one to five years
Less discount for present value
Pledges receivable, net

$

$

250,000
500,000
750,000
(25,807)
724,193

Future pledge receipts are discounted using an average risk adjusted discount rate of 2.3% at
June 30, 2019.
NOTE F – PROPERTY, PLANT AND EQUIPMENT
Net property, plant and equipment consist of the following at June 30:

2019
Land and buildings
Furniture and equipment
Library books

2018

$

23,109,938
10,312,892
13,220,024
46,642,854
29,326,054

$ 21,025,396
10,011,844
13,181,904
44,219,144
28,092,204

$

17,316,800

$ 16,126,940

Less accumulated depreciation

Included in furniture and equipment is artwork stated at cost with a carrying value of $185,123
and $185,123 at June 30, 2019 and 2018, respectively.
Depreciation expense was $1,248,978 and $1,298,400 for the years ended June 30, 2019 and
2018, respectively.
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NEW ENGLAND LAW | BOSTON
Notes to Financial Statements
June 30, 2019
NOTE G – ENDOWMENT AND OTHER NET ASSETS
ENDOWMENT:
The net assets associated with the School’s endowment funds are classified in accordance with
relevant state law which is reviewed and interpreted by the Board of Trustees. Net asset
classifications are (1) without donor restrictions and, (2) with donor restrictions, based on the
existence or absence of donor-imposed restrictions. Net assets without donor restrictions include
board designated funds and any accumulated income and appreciation thereon. Net assets with
donor restrictions include contributions designated by donors to be invested in perpetuity to
produce income for general or specific purposes, as well as accumulated income and
appreciation on those funds.
The Board of Trustees of the School has interpreted the Uniform Prudent Management of
Institutional Funds Act (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 School retains in perpetuity (a) the original
value of gifts donated to the permanent endowment and (b) the original value of subsequent gifts
to the permanent endowment. The remaining portion of the donor-restricted endowment fund
that is not retained in perpetuity are subject to appropriation for expenditure by the School in a
manner consistent with the standard 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: (1) the duration and preservation of the various
funds, (2) the purposes of the school and 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 School, and
(7) the School's investment policies.
Return Objectives and Risk Parameters
The long-term performance objective of the endowment portfolio is to attain a reasonable
“market” return based on a balanced portfolio of debt and equities, not to exceed moderate risk.
Strategies Employed for Achieving Objectives
To satisfy its long-term rate-of-return objectives, the School relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends.) The principal objective is to generate a
total return over a full market cycle.
Spending Policy
State law allows the Board of Trustees to appropriate a percentage of net appreciation on
endowment funds as is prudent considering the School’s long- and short-term needs, present and
anticipated financial requirements and expected total return on its investments, price level trends
and general economic conditions. The Board of Trustees established a spending policy for its
endowment effective July 1, 2017. The policy is intended to preserve the purchasing power of
endowment assets while providing a predictable stream of annual operating support. The
spending rate is up to 5% of the rolling prior 36-month average market value of the endowment
investments as of the calculation date (typically December 31), subject to Board approval each
year. The School appropriated $4,300,000 and $3,500,000 under this policy to support operations
for the years ended June 30 2019 and 2018, respectively.
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June 30, 2019
NOTE G – ENDOWMENT AND OTHER NET ASSETS-Continued
Underwater Endowment Funds
The School has not spent from funds with market values less than historical value. To the extent
that the fair value of a donor restricted endowment fund falls below its historic dollar value, it is
reported as a reduction of net assets with donor restrictions. As of June 30, 2019 and 2018, there
are no endowment funds with a market value less than historical value.
Net Asset Classifications of Endowment Funds:

June 30, 2019
Board designated funds
General operating support
Total board designated endowment funds
Donor-restricted funds
Original donor restricted gift amount
Accumulated investment gains
Total donor restricted endowment funds
Endowment funds, end of year

June 30, 2018
Board designated funds
General operating support
Total board designated endowment funds
Donor-restricted funds
Original donor restricted gift amount
Accumulated investment gains
Total donor restricted endowment funds
Endowment funds, end of year

Without Donor
Restrictions

With Donor
Restrictions

$ 82,774,956
82,774,956

$

-

$ 82,774,956

$

Without Donor
Restrictions

With Donor
Restrictions

$ 84,120,310
84,120,310

$

$ 84,120,310
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$

242,397
67,476
309,873
309,873

242,397
60,329
302,726
302,726

Total

$ 82,774,956
82,774,956
242,397
67,476
309,873
$ 83,084,829

Total

$ 84,120,310
84,120,310
242,397
60,329
302,726
$ 84,423,036

NEW ENGLAND LAW | BOSTON
Notes to Financial Statements
June 30, 2019
NOTE G – ENDOWMENT AND OTHER NET ASSETS-Continued
Changes in Endowment Funds and Net Assets Reconciliations:
Without Donor With Donor
Restrictions
Restrictions
Year Ended June 30, 2019
Endowment funds, beginning of year
$ 84,120,310 $ 302,726
Contributions
Investment return, net
2,954,646
7,147
Appropriated for expenditure
(4,300,000)
Endowment funds, end of year
$ 82,774,956 $ 309,873

$ 84,423,036
2,961,793
(4,300,000)
$ 83,084,829

Operating funds
Net investment in plant
Scholarships
Student loans
Contributions for plant assets
Academic programs
Total net assets

Total

(3,134,646)
17,316,800
235,504
$ 97,192,614

2,025,941
92,697
568,518
125,397
$ 3,122,426

(3,134,646)
17,316,800
2,261,445
92,697
568,518
125,397
$ 100,315,040

Without Donor
Restrictions

With Donor
Restrictions

Total

Year Ended June 30, 2018
Endowment funds, beginning of year
Contributions
Investment return, net
Appropriated for expenditure
Endowment funds, end of year

$ 86,959,188
661,122
(3,500,000)
$ 84,120,310

$

298,005
4,721
302,726

$ 87,257,193
665,843
(3,500,000)
$ 84,423,036

Operating funds
Net investment in plant
Scholarships
Student loans
Contributions for plant assets
Academic programs
Total net assets

(1,022,539)
16,126,940
230,110
$ 99,454,821

1,948,187
88,682
531,683
119,779
$ 2,991,057

(1,022,539)
16,126,940
2,178,297
88,682
531,683
119,779
$ 102,445,878
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Notes to Financial Statements
June 30, 2019
NOTE H – FUNCTIONAL EXPENSES
The financial statements report certain categories of expenses that are attributable to one or more
program or support functions of the School. Expenses reported by functional categories include
allocations of costs for operation and maintenance of plant, institutional support, depreciation
and amortization, and information technology. The School applies various methods to allocate
costs amount the program and support functions, including direct allocation, square footage, and
time and effort.
Expenses by functional and natural classification for the years ended June 30, 2019 and 2018 are
as follows:

Salaries and wages
Payroll taxes
Benefits
Supplies, services and other
Depreciation

Salaries and wages
Payroll taxes
Benefits
Supplies, services and other
Depreciation

Instructional

Student
Services

2019
Institutional
Support

Fundraising

Total

$ 6,781,728
430,636
1,554,130
2,013,384
986,692

$ 2,160,300
133,584
563,982
596,259
124,898

$ 1,425,061
88,804
532,359
1,331,278
112,408

$ 193,861
11,650
76,926
120,786
24,980

$ 10,560,950
664,674
2,727,397
4,061,707
1,248,978

$ 11,766,570

$ 3,579,023

$ 3,489,910

$ 428,203

$ 19,263,706

Instructional

Student
Services

2018
Institutional
Support

Fundraising

Total

$ 7,042,030
441,202
3,134,776
2,013,235
1,025,736

$ 2,019,763
121,445
1,517,367
513,755
129,840

$ 1,377,583
82,333
2,397,881
1,389,471
116,856

$ 194,319
11,247
55,621
532,025
25,968

$ 10,633,695
656,227
7,105,645
4,448,486
1,298,400

$ 13,656,979

$ 4,302,170

$ 5,364,124

$ 819,180

$ 24,142,453

NOTE I – RELATED PARTY TRANSACTIONS
The note receivable-related party consists of a loan to the Dean and President of the School. The
note requires ten annual installments beginning in March of 2010. Prior to July 1, 2017, as long
as the Dean remained in his current position, the yearly installments of principal and interest
were added to his taxable compensation. The interest rate is 3%. Under a new agreement, these
payments of principal and interest are required to be paid rather than added to compensation. All
principal and interest is due June 30, 2020. As of June 30, 2019 and 2018 the balance of the
loan and accrued interest is $139,100 and $135,200 respectively. The interest income recognized
for the years ended June 30, 2019 and 2018 was $3,900 and $3,900, respectively.
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NOTE J – BENEFIT PLANS
Defined Contribution Plan
The School sponsors a 403(b) defined contribution retirement plan for academic and
nonacademic personnel. For the benefit of participants the School contributes 10% of eligible
compensation to TIAA, provided the employee contributes 5%. Contributions amounted to
$919,401 and $894,634 for the years ended June 30, 2019 and 2018, respectively.
Target Benefit Replacement and Supplemental Executive Retirement Plan (Plan)
Effective July 1, 2017, the School has established an unfunded, non-qualified deferred
compensation Plan under Section 457(f) of the Internal Revenue Code of 1986, as amended from
time to time (Code), maintained for a single highly compensated employee within the meaning
of the “top hat plan” provisions of the Employee Retirement Income Security Act of 1974, as
amended from time to time (ERISA). The benefits shall fully vest as of the date that is the
earliest to occur of the following (Vesting Date); (a) employee’s death, (b) disability as defined
by the employee’s employment agreement, (c) on June 30, 2020, if the employee has been
employed by the School continuously since July 1, 2017, or (d) involuntary termination of
employment by the School without cause.
The Plan has two accounts, the Target Benefit Account (TBA) and the 457(f) Account (457).
The account value of the TBA shall equal the sum of the Target Benefit Credits (Credits),
$38,002 per year until vested, and the investment return, 6.5% per year until vested. The
projected years of service for the employee will be thirty-two years as of June 30, 2020. Based
on twenty-nine years of service and the investment return during those years, the Target Benefit
Credit was $3,244,416 as of July 1, 2017. The balance of the account as of June 30, 2019 and
2018 is $3,763,442 and $3,495,775. For the years ended June 30, 2019 and 2018 the credit and
investment return amounted to $267,667 and $251,359, respectively.
The account value of the 457 account shall equal the sum of the 457(f) credits and the investment
return credits. The 457(f) credits equal $90,000 per year and shall be credited on each June 30
beginning June 30, 2018 until June 30, 2020, provided the employee is employed on such date.
The investment return will begin on June 30, 2019 and on each June 30 thereafter until and
including the Vesting Date. The investment return is calculated using the Ten-Year Average
Return for All Institutions under the NACUBO-Common Fund Study of Endowments. The
balance of the account as of June 30, 2019 and 2018 is $180,000 and $90,000,respectively.
The amount distributed shall be the value of the 457 account plus the value of the TBA account
after deducting the amount distributed from the 457 account. These payments will be made on
the next regular payday following the 60th day following the vesting date. If the employee is
terminated for cause or voluntarily terminates employment, the employee shall forfeit the entire
balance of the Plan.
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NOTE K – EMPLOYEE AGREEMENT
The School has entered into an agreement with an employee whereby, in addition to an annual
fixed salary, the employee is entitled to two payments for services rendered through July 1, 2017
and for future years. The first payment of $600,000 is payable ratably during the year ended June
30, 2021, during which the employee does not receive an annual salary and is not required to
perform services on behalf of the School. The second payment of $900,000 is payable July 1,
2022 and requires no additional services. These payments are subject to forfeiture if certain
conditions are not met. In connection with these payments the School has accrued $1,331,250
and $1,262,500 as of June 30, 2019 and 2018, respectively. The services of the employee, as
specified in the agreement, terminate no later than June 30, 2022.
NOTE L – DEFERRED EXCISE TAX
The School will have an excise tax due with regard to the future payout of the TBA and 457
plans referenced in Note J. The excise tax is 21% of the present value of the expected
compensation to be paid during 2020. The long-term deferred liability as of June 30, 2019 is
approximately $702,000.
NOTE M – OPERATING LEASES
The School leases a number of copiers throughout the campus. The leases expire at various
dates, with the latest expiring March of 2022. Rent expense for these leases approximate
$63,000 and $58,000 for the years ended June 30, 2019 and 2018, respectively.
The future minimum lease payments under leases as of June 30, 2019 are:
Year Ended June 30,

Amount

2020
2021
2022

$

$

43,982
32,380
21,587
97,949

NOTE N – FAIR VALUE MEASUREMENTS AND INVESTMENTS
Fair value is defined as the price that would be received to sell an asset in the principal or most
advantageous market for the asset in an orderly transaction between market participants on the
measurement date. Fair value should be based on the assumptions market participants would use
when pricing an asset. GAAP establishes a fair value hierarchy that prioritizes investments based
on those assumptions. The fair value hierarchy gives the highest priority to quoted prices in
active markets (observable inputs) and the lowest priority to an entity's assumptions
(unobservable inputs). The School groups assets 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.
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NOTE N – FAIR VALUE MEASUREMENTS AND INVESTMENTS– Continued
The three levels of the fair value hierarchy under FASB ASC 820 are described as follows:
Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets that the School 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;
 Inputs that are derived principally from or corroborated by observable market data by
correlation or other means.
If the asset or liability has a specified (contractual) term, the level 2 input must be
observable for substantially the full term of the asset or liability.
Level 3: Inputs to the valuation methodology are unobservable and significant to the fair
value measurement.
The asset’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 used
need to maximize the use of the observable inputs and minimize the use of unobservable inputs.
The fair values of the underlying investments of the School are determined as follows:
Cash and cash equivalents are primarily invested in various money market funds. The fair value
is determined by obtaining quoted prices on nationally recognized securities exchanges.
U.S. government securities are direct obligations of the U.S. government or its agencies. These
securities are generally priced using the most recent bid prices or potentially the mean of the
latest bid and ask prices.
Registered investment companies (including mutual funds) are valued at the closing price as
reported by fund. Registered investment companies held by the School are registered with the
Securities and Exchange Commission. These companies are required to publish their daily net
asset value and to transact at that price. The registered investment companies held by the School
are deemed to be actively traded.
Banking loan fund (BL Fund) is valued at the member’s capital account consisting of the
member’s initial capital contribution to the BL Fund, increased by any additional capital
contributions made by such member, and any net profit (including both realized and unrealized
gains) allocated to the capital account of such member and decreased by any distributions to such
member and any net losses (both realized and unrealized losses) allocated to the capital account
of such member and any amounts withdrawn by such member. Net investment income, realized
and unrealized gains/losses of the BL Fund are allocated to the members in proportion to their
respective opening capital accounts at the beginning of each accounting period, adjusted for
contributions and withdrawals.
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NOTE N – FAIR VALUE MEASUREMENTS AND INVESTMENTS– Continued
Fixed income trust (FI Trust) is valued at net asset value (NAV) of units held. The NAV is used
as a practical expedient to estimate fair value. The NAV is based on the fair value of the
underlying investments held by the FI Trust less its liabilities. The NAV is determined as of the
close of the New York Stock Exchange each business day. This practical expedient is not used
when it is determined to be probable that the fund will sell the investment for an amount
different than the reported NAV.
The preceding methods 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.
The following table sets forth, by level within the fair value hierarchy, the School's investments
at fair value on a recurring basis as of June 30, 2019:
U.S. government securities
$
Registered investment companies
Equities
Fixed income
Banking loan fund
Investments measured at net
asset value*
Cash and cash equivalents
Total investments
$

Level 1
51,065,200

Level 2
$
-

Level 3
$
-

Total
$51,065,200

8,076,851
12,567,894
-

-

5,272,001

8,076,851
12,567,894
5,272,001

4,936,563
76,646,508

-

$ 5,272,001

5,310,710
4,936,563
$87,229,219

$

The following table sets forth, by level within the fair value hierarchy, the School's investments
at fair value on a recurring basis as of June 30, 2018 :
$

U.S. government securities
Registered investment companies
Equities
Fixed income
Banking loan fund
Investments measured at net
asset value*
Cash and cash equivalents
Total investments
$

Level 1
60,512,140

$

Level 2
-

$

Level 3
-

Total
$60,512,140

2,011,070
7,714,546
-

-

5,088,675

2,011,070
7,714,546
5,088,675

9,636,950
79,874,706

-

$ 5,088,675

4,946,871
9,636,950
$89,910,252

$
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NOTE N – FAIR VALUE MEASUREMENTS AND INVESTMENTS– Continued
*Certain investments that are measured at fair value using the NAV per share (or its equivalent)
as a practical expedient have not been classified in the fair value hierarchy. The fair value
amounts presented in this table are intended to permit reconciliation of the fair value hierarchy to
the amounts presented in the statement of financial position.
The following table presents the School’s activity for the fiscal year ended June 30, 2019 for the
BL Fund which is measured as a Level 3 investment:
Balance as of June 30, 2018
Distribution/sales
Realized gain/(loss)
Unrealized gain/(loss)

$ 5,088,675
(24,227)
207,553

Balance as of June 30, 2019

$ 5,272,001

The BL Fund investment valuation policy is to value its securities at fair value. Senior loans are
valued based upon quotations received from an external and independent pricing service (Pricing
Service), if such quotations are available. The Pricing Services may use valuation models or
matrix pricing, which consider: (i) yield or price with respect to senior loans that are considered
comparable in characteristics such as rating, interest rate and maturity date or (ii) quotations
from securities dealers to determine current value. If a senior loan cannot be valued based upon
quotations received from a Pricing Service, or if, in the investment advisor’s reasonable
judgement, any quotation from a Pricing Service is materially inaccurate, the investment advisor
will request quotations directly from dealers to value such senior loan, or if no such quotations
are available, such senior loan will be valued at its fair value by the investment advisor in good
faith in accordance with its pricing policies and procedures in effect from time to time. Equity
securities listed on a security exchange for which market quotations are readily available are
valued at the last sale price or official closing price on each business day, or, if there has been no
sale that day, secondary sources are used. Short-term debt investments with a remaining maturity
of sixty days or less are valued at amortized cost, which approximates fair value. The BL Fund
did not have any level 3 assets for the year ended December 31, 2018 and the period ended June
30, 2019.
Fair Value of Investments that Calculate Net Asset Value
The fair market value of the FI Trust as of June 30, 2019 and 2018 was $5,310,710 and
$4,946,871, respectively. There were no unfunded commitments, redemption frequency is daily
and there is no redemption notice necessary as of June 30, 2019 and 2018. The trust’s investment
objective is total return and to outperform the Bloomberg Barclays Capital Intermediate U.S
Government/Credit Index.
The availability of observable market data is monitored to assess the appropriate classification of
financial instruments within the fair value hierarchy. Changes in economic conditions or modelbased valuation techniques may require the transfer of financial instruments from one fair value
level to another. In such instances, the transfer is reported at the beginning of the reporting
period.
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NOTE N – FAIR VALUE MEASUREMENTS AND INVESTMENTS– Continued
The School recognizes transfers of assets into and out of levels as of the date an event or change
in circumstances causes the transfer. For the years ended June 30, 2019 and 2018, there were no
significant transfers in or out of any levels.
NOTE O – CONTINGENCIES
In conducting its activities, the School will, on occasion, be the subject of a claim or threatened
lawsuit. Under such circumstances, management will review the merits of the claim with its
attorneys and its insurers to develop an appropriate response. Management believes that the
ultimate resolution of any such claim would not have a material adverse effect on the financial
position of the School at June 30, 2019.
NOTE P – PROPERTY HELD FOR LEASE
The School leases a building to an unrelated party. The current term of the lease is from June 1,
2017 through May 31, 2022. The annual basic rent is payable in equal monthly installments as of
the first day of each month. The School received rental income of $540,000 and $485,000 for the
years ended June 30, 2019 and 2018, respectively. The book value of the building as of June 30,
2019 and 2018 was $3,262,645 and the associated accumulated depreciation as of June 30, 2019
and 2018 was $890,486 and $836,517, respectively.
The future minimum rent payments to be received are as follows:

2020
2021
2022

$ 540,833
550,000
504,167
$1,595,000
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Schedule of Expenditures of Federal Awards
Year Ended June 30, 2019

Federal Grantor
Pass-Through Grantor
Program title

Federal
CFDA
Number

U.S. Department of Education:
Student Financial Assistance Cluster
Federal Direct Student Loans (Direct Loans)
Federal Work Study Program (FWS)
Federal Perkins Loans (FPL) - beginning loan balance

Federal
Expenditures

84.268 $
84.033
84.038

Total Student Financial Assistance Cluster

17,107,919
80,756
660,604
17,849,279

Total Expenditures of Federal Awards

$

17,849,279

See accompanying notes to schedule of expenditures of federal awards.
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______________________________________________________________________________
NOTE A – BASIS OF PRESENTATION
The accompanying schedule of expenditures of federal awards includes the federal award
activity of the New England Law | Boston (the School) under programs of the federal
government for the year ended June 30, 2019. The information in this schedule is presented in
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.
Because the schedule presents only a selected portion of the operations of the School, it is not
intended to and does not present the financial position, changes in net assets, or cash flows of the
School.
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES FOR FEDERAL
AWARD EXPENDITURES
Expenditures for federal student financial aid programs are recognized as incurred and include
the federal share of student’s program grants, Federal Work Study (FWS) program earnings,
certain other federal financial aid grants for students, loan disbursements and administrative cost
allowances, where applicable. The school has elected not to use the 10 percent de minimis
indirect cost rate allowed under the Uniform Guidance.
NOTE C – FEDERAL STUDENT LOAN PROGRAMS
Federal Direct Student Loans (Direct Loans) - The School participates in the Federal Direct
Student Loan Program, which includes unsubsidized Federal Stafford Loans as well as Grad Plus
Loans. Loans outstanding at the beginning of the year plus loans made during the year are
included in the federal expenditures presented in SEFA. New loans distributed during the year
ended June 30, 2019 were as follows:
Federal Direct Student Loans:

Unsubsidized
Grad Plus

$

7,525,191
9,582,728

$ 17,107,919

Perkins loans in the amount of $672,076 were outstanding at June 30, 2019.
NOTE D – SUBRECIPIENTS
The school did not provide federal awards to subrecipients for the year ended June 30, 2019.
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_____________________________________________________________________________
Section 1

Summary of Auditors’ Results

Financial Statements

(a) The type of report issued on the financial statements:

Unmodified opinion

(b) Internal control over financial reporting:



Material weaknesses identified:
Significant deficiencies identified that are not
considered to be material weaknesses:

No

(c) Noncompliance material to the financial statements noted:

No

None reported

Federal Awards
(a) Internal control over compliance:



Material weaknesses identified:
Significant deficiencies identified that are not
considered to be material weaknesses:

No
No

(b) The type of report issued on compliance for major programs:

(c) Any audit findings which are required to be reported
in accordance with 2 CFR 200.516(a):

Unmodified opinion

No

(d) Major programs:
U.S. Department of Education
Student Financial Assistance Cluster
(e) Dollar threshold used to distinguish between Type A
and Type B programs:
(f) Auditee qualified as a low-risk auditee:

$ 750,000
Yes
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June 30, 2019
_____________________________________________________________________________
Section 2
Financial Statement Findings in Accordance with Government Standards
The audit disclosed no significant deficiencies or material weaknesses in internal controls which
are required to be reported in this schedule.
Section 3
Federal Award Findings and Questioned Costs
The audit disclosed no findings which are required to be reported.

34

