











The Central Administration also sponsors a tax-deferred defined contribution plan under Section 403(b)
of the IRC for all eligible Diocesan employees, including the employees of MACS. Employer-matching
contributions to the plan are based on a percentage of employee contributions. MACS is directly
responsible for payment of matching contributions to the tax-deferred defined contribution plan for
MACS’ employees. MACS’ contributions to this plan amounted to $192,099 and $181,707 in fiscal
2008 and 2007, respectively, and are reported within salaries and benefits and supplementary services
expenses in the accompanying statements of activities.

BONDS AND NOTES PAYABLE

Bonds Payable — In November 2002, Mauricio W. West, as administrator of the Diocese, issued
variable-rate demand bonds for the benefit of MACS (“Series 2002 Bonds™). The initial issuance was in
the principal amount of $3,000,000 with subsequent issuances, so that the maximum amount authorized
of $15,800,000 was issued. The proceeds therefrom were used to finance the construction and equipping
of new MACS facilities and to pay bond issuance costs. The Series 2002 Bonds will mature, subject to
prior redemption, on May 1, 2014.

Principal and interest payments on the Series 2002 Bonds are supported by an irrevocable, direct-pay
letter of credit by a bank. As of June 30, 2008, the letter of credit, which expires on December 6, 2008
(subject to earlier termination or extension in accordance with the letter-of-credit agreement), supports
the entire loan amount. Management anticipates obtaining an extension of the letter of credit prior to its
expiration date. The annual fee associated with this letter of credit is 0.45%.

Interest accrues at a variable rate and is due monthly. The interest rate is adjusted weekly as the bonds
are remarketed, and was 2.58% and 5.32% at June 30, 2008 and 2007, respectively. The Diocese has
covenanted that it will cause the bonds to be redeemed from May 2004 through May 2014. As of
June 30, 2008, the Diocese has made the required principal payments according to the redemption
schedule.

The Series 2002 bond issue has been tendered by the bond holders as of September 24, 2008. The
remarketing agent has been unsuccessful in remarketing the bonds as of the tender date. As required by
the terms of the bond indenture, the bank direct-pay letter of credit has been drawn on to pay the
tendering holders, creating a reimbursement obligation to Wachovia Bank with the following terms:
interest is calculated at the bank’s prime rate (5.0% as of September 24, 2008) and payable quarterly,
and the outstanding principal balance is due in full on December 6, 2008. The Diocese is negotiating
with the bank for extended payment terms. The remarketing agent is obligated to continue to try to
remarket the bonds. If successful, the Diocese’s reimbursement obligation to Wachovia Bank is satisfied
with the remarketing proceeds.



The future debt service requirements of the Series 2002 Bonds, assuming the bonds continue to be
remarketed and mature over their scheduled repayment terms, are as follows:

2009 $ 2,229,181
2010 2,468,748
2011 2,468,378
2012 2,487,211
2013 2,475,037
Thereafter 2,078,166
14,206,721
Less amount representing interest and other fees (2,266,721)
Series 2002 Bonds outstanding as of June 30, 2008 $11,940,000

In December 2002, the Diocese entered into a 12-year interest rate swap agreement for the benefit of
MACS for a portion of the Series 2002 Bonds. The notional amount of the agreement at June 30, 2008,
was $8,955,000. The agreement requires MACS to pay the counterparty a 4.4% fixed rate of interest on
the notional amount. In return, the counterparty will pay MACS interest at a variable rate based on the
published LIBOR index in accordance with the swap agreement. MACS recorded the interest rate swap
in accordance with FASB Statement No. 133, Accounting for Derivative Instruments and Hedging
Activities, as amended, and did not designate the derivative as a hedge instrument. The fair value of this
derivative of $(156,810) as of June 30, 2008, and $321,653 as of June 30, 2007, is reported as the fair
value of interest rate swap agreement in the accompanying statements of financial position, and changes
in the fair value are reflected as the change in fair value of interest rate swap agreement in the
accompanying statements of activities.

Notes Payable — Affiliate — In June 2000, the North Carolina Educational Facilities Finance Agency
issued $19.700.000 of variable rate educational facilities revenue bonds (“Series 2000 Bonds™) with
final maturity, subject to prior redemption, on June 1, 2017. The proceeds therefrom have been loaned to
the Bishop of the Diocese and are administered by the Central Administration. In June 2000, MACS
borrowed approximately $6,717,000 of the Series 2000 Bonds proceeds from the Central
Administration. The Series 2000 Bonds accrue interest at a variable rate amounting to 1.5% and 3.77%
at June 30, 2008 and 2007, respectively. The related balances outstanding were $4,334,362 and
$4.734,727 at June 30, 2008 and 2007, respectively. The proceeds were used to refinance the bank loan
relating to the construction and equipping of Charlotte Catholic High School, as well as to pay bond
issuance costs. The scheduled maturities over the next five years are as follows: $423,587 in 2009,
$448,155in 2010, $474,149 in 2011, $498,201 in 2012, $527,097 in 2013, and $1,963,173 thereafter.
Interest expense amounted to $211,927 and $235.831 during fiscal 2008 and 2007, respectively.

In June 2004, the Central Administration entered into an 11-year interest rate swap agreement for a
portion of the Series 2000 Bonds, which became effective on June 1, 2006. MACS’ pro rata notional
amount is equal to 75% of MACS’ share of the Series 2000 Bonds outstanding. The agreement requires
MACS, through the Central Administration, to pay the counterparty a 4.50% fixed rate of interest on the
notional amount. In return, the counterparty will pay MACS interest at a variable rate based on the
published TBMA index in accordance with the swap agreement.



6. FACILITIES USAGE AND LEASE AGREEMENTS

MACS has agreements with participating parishes and the Central Administration for their use of
various facilities, with terms ranging from 12 to 18 years. These agreements provide for contingent
rentals based on usage and may be amended or modified at any time. Expenses totaled $552,180 and
$558,825 for fiscal 2008 and 2007, respectively, and are reported within facilities expense in the
accompanying statements of activities.

In November 2003, MACS entered into an agreement to lease the former All Saints School to a third
party beginning July 1, 2004, for a 10-year period. In 2004, MACS paid to a broker a leasing
commission of $222,000 (approximately one-half of the total commission due under the agreement).

In 2005, MACS paid an additional $208,673 in leasing commission to the broker. This total leasing
commission is being amortized over the life of the lease. Rental revenue is recognized on a straight-line
basis over the life of the lease. As revenue recognized as of June 30, 2008 and 2007, exceeded rental
payments received, a deferred rent asset of $633,181 and $516,950 is recorded on the statements of
financial position as of June 30, 2008 and 2007, respectively.
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