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Archdiocese of Boston Financial Report
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| Financial Transparency Project Initial Objective

= Meet Cardinal O’Malley’s October 2005
Commitment:

= Understand the Organization of the Archdiocese
of Boston

= Provide Consolidated Financial Statements of
Corporation Sole

= Provide Accounting for Sex abuse Source and
Use of Funds



The Financial Transparency Process

s Volunteer Committee:

= “Fresh Eyes”, no prior involvement with Chancery

= Team of Competent Experts:
= Academics

Certified Public Accountants

« Communications Professionals

= Pastors

= Parishioners

= Heavy Time Commitment



Financial Transparency Project Committee

Jack McCarthy, CPA (Chair), Principal, The Hauser Center at Harvard University
Tiziana Dearing, Executive Director, The Hauser Center at Harvard University
Jack Dunn, Director of Public Affairs, Boston College

Rev. Michael Lawlor, Pastor, Saint Joseph Parish, Needham

Rev. John E. MacInnis, Pastor, Saint John The Baptist Parish, Peabody
Rev. Brian F. Manning, Pastor, Saint Mary Of The Nativity Parish, Scituate
George Massaro, CPA, Managing Partner, Huron Consulting Group

George Neble, CPA, Partner, Ernst & Young

Jack Reardon, Parishioner, St. Anthony of Padua

Tom Reardon, Parishioner, St. Anthony of Padua

Ann Marie Thornburg, CPA, Partner, PricewaterhouseCoopers



Committee Expanded Objective . . .
. . . to go Beyond the Commitment to provide

Comprehensive view of the Archdiocese
Discussion & Analysis of Financial Situation
Audited Financials of “Related Organizations”

Subject Sex Abuse Source & Use of Funds to
Independent Review

Simple Version of Analysis for Parishioners



| Report Addresses Some Basic Questions

= What does Corporation Sole own?

s What are the claims & restrictions on our net
assets?

= What happened to our net assets during the
year?

s What is the assessment of our financial
condition?



i Other Questions Addressed in the Report:

= What Is the status of the Parish Revolving
Loan Fund?

= What happened to the Reconfiguration Funds
during the year?

= How do Clergy Benefit Trusts impact the
operations?



Organization Chart

(Detailed Organization Chart on page 10 in Report)

ARCHDIOCESE OF BOSTON
Corparation Yole Related Organizations
¢ Pamshes By crea ofminisy)
¢ Contral Fand
¢ Inourance Fund

Endormment Fand




| “Key Questions”

= What is the overall Financial Position?

= What are we doing to improve it?



What Is the overall Financial Position?

“.. the Archdiocese Is in a difficult financial position.

(all $ amounts in millions)

Net Assets of $330 BUT a cumulative deficit of $46
$113 or 72% of cash & equivalents belongs to parishes

Major liabilities are:

= Unfunded pension costs of $135
=« Outstanding debt of $38

= Insurance reserves of $29

Unrecorded liabilities:
= Parish deferred maintenance
= Underfunding of lay pension plan
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What's the financial position at June 30, 2005?

Corporation Sole
2005 Statement of Financial Position

(In millions)
Assets

Liabilities
2005 $567.5 2005 $237.8 2005 $329.7
2004 $522.8 ' 2004 $197.4 Ecquals 2004 $3254
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Corporation Sole: Net Assets of $329.7 million

CORPORATION SOLE - TOTAL NET ASSETS
June 30, 2005
(in millions)

$320.7

F270.4

F30.2
F14 5
T3
W Farish $270.4 B Central Fund $30.2 OInsurance Fund $14.6 O Endowment $11.3 B Elirms $3.2
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What are the claims / restrictions on net assets?

Corporation Sole
Total MNet Assels
June 20, 2005

Total Met Assets ¥ 3297
Less amounts designated for:
Invested in Farish projperty 2881
Farish REeconfiguration Funds 225
Insuratice & Fisk Management 146
Future Care of Cemeteries 9.9 3554

Less donor restricted atnonants A0 A

Met Aszet Deficit ¥ (463
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Statement of Activities & Changes in Net Assets

Corporation Sole 2003
Statement of Activities & Change in Net Assets
(In millions)
Net Operating Net Nonoperating Net Asset Change
Revenues  $326.5 Plus Ecuals Net Assets
less
Ezpenses  $324.5
Net  §2.0 Net — §2.3 Net — $4.3
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Revenues, Gains, and Other Support Activities

Corporation Sole

Revenues, Gains, and Other Support Categories

fin milfions)

f0 F20 40 a0

a0

oo §Z0

$140

F180

Farish Collections and Other Fundraising

Tuition and Fees
Catholic Appeal
Contributions, change finterest net assets

Investment Income

Fental and Revenue fram serices provided

Other Revenue

—1

O 2008
W 2004
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Parish Collections / Other Fundraising

Corporation Sole
Parizh Collections / Other Fundraising
(in millions)

Collections
Collections restricted to assist clergy
Farish fundraiser events
aacramental offerings
mhtnes, candles, flowers
Total Parish Collections / Other Fundraising

2005 2004
] 1052 % 10%.4
43 3.4
412 221
4.7 4.6
1.4 1.6
} 1374 § 142.1
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Operating Activities: Program & Other Expenses

Corporaton Sole
Program and Other Expenses
(in million=s)
2005 2004
Pastoral F 1520 % 1499
Education 131.0 132.0
Iliristerial 4.4 4.5
Social 22 22
Central and Regional services 5= 57
Cotrtnatuitsr relatiot s 1.0 0.5
Aliaty services 1.4 1.7
Cemetersy 4.5 4.1
Total Program Expenses 023 00 .6
Matiagemernt atud getieral 123 151
Fundraising ) &<
Parizh reconfigiuiration 27 0.1
Total Other Expenses 2232 196
Total Expenszes % 3245 & 3202
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Nonoperating Activities

Corporation Sole
MNonoperating Income (Loss)
(in millions)

Het realized and unrealized gain on investments and assets held
under spht-interest agreements
Fainy on sale of admirastrative campus
Fain on sale of other land and buddings
Insurance and other recoveries
aettlement and related expenses
Eesolution of contingency
Parish reconfiguration - transfers and support to related organizations
Chatige in additional sanitasm pension plan habiity
Total Nonoperating Income

2005 2004

14 § 26

; 27.2

30.9 328
338 ;

(32.2) (19.9)
(43.4) -
(0.6 -

(5.8) 9.0

23 % 117.7

18



What were our assets?

CORPORATION SOLE - TOTAL ASSETS
June 30, 2005
(in millions)

$ 5675

14%

O Cash and Cash Equivalents $156.4 27T%

H Cash limited to use $7.0 1%

O Loansg, Contributions & Other Receivahles $9.2
2%

O Other Assets $3.4 1%

H Land and Buildings held far Sale §7.8 1%

M Land, Buildings & Equipment, net $305.9 54%

B Investments & Interest in Other Entities $77.8
14%
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Cash and Cash Equivalent

S

Corporation Sole

Cash and Cash Equivalents
(i riilions)

50 10 $20 $30 Fa0 Ba0

F60

B0

Parish perations W

Revaling loan und Wﬁ

Central operations

Insurance operations

Parish reconfiguration ]

1

O 2005
W 2004
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What were our liabilities?

2%

CORPORATION SOLE - TOTAL LIABILITIES

June 30, 2005
{in millions)

$2378

16%

12%

W Accrued Pensions & Other Retirement
Costs $135.0 7%

O rotes Payahle $38.3 16%

O Deferred Revenue & Support $17.8 8%

OAccounts Pavable & Accrued $12.0 5%

B Reserve for Losses $28.9 12%

H Other Liahilities §5.8 2%
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What were Central Fund operating activities?

Corporation-Soele - Central Fund

Summary of Operating Actwvitie=s

(Mmresticted, Temporarily and Permanently Resitricted)
Fiscal year-ended June 30, 2005 and 2004

(in million=)

REVEMUES, GATMNS AMD OTHER SUTPPORT
Catholic &Appeal

Collections, contributions, beguests and grants
Inre stment, intere st and rental iticotme

Revwverae for services provided

Other rewvenues, changes, interest i net assets
Total revermies, gaitis atnd other support

EPEMSES:
Pastoral & Eduacation
Dlindsterial & Social
RegionaliCentral serwvices
Commanity E Avdliary Serrices
T otal pprograth expetnizes

Mlatvagement atnnd general
Fundraising cost paid to related organizations
Parish reconfignaration

Total expenises

Oiperatitng income (loss)

2005 2004
118 % 122
71 7.0
2.0 1.5
22 Q.4
a.rF 1.5
2264 1.6
28 2.8
5.4 5.4
57 56
23 2.2
222 220
10.1 10.1
22 19
5.4 o.1
FFQ 4.1
E3H % 2.5
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Management and General Expenses

Corporation Sole - Central Fund
Management and General Expenses are comprised of:
(in millions)

2005 2004

Professional, Legal and Audit 5 14 5 1.3
Human Eesources 0.3 0.4
General Services (Archives and Pront & Mail) 0.7 0.6
Chancellor's Office, Finance, MIS, Panish Systems, Insurance and Benefits 32 2.1
Building Operations and Mantenance 0.8 1.3
Facility & Eeal Estate Manazement 12 1.1
General Corporate 0.3 0.1
Interest and Depreciation 20 19

Total 3 10.1 5 10.1
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| Sexual Abuse Settlements and Related Costs

= Period covered?
= How much has been paid?
= How were the payments funded?

= FTP Committee review procedures?



Sexual Abuse Settlements and Related Costs

Sexual Abuse Settlements and Related Costs
$ 150.8 Million

Sexual Abuse Settlements $127.4 M
(84%)

Counseling and Prevention Expense
$8.8 M (6%)

Cost of Borrowing $6.3 M (4%)

Legal, Mediation, Arbitration and Other
Costs to Respond to and Settle Claims
$5.8 M (4%)

Professional Fees and Other Costs to
Pursue Insurance Recovery $2.5M
(2%)

O Professional Fees and Other Costs to Pursue Insurance Recovery $2.5 M (2%)

m Legal, Mediation, Arbitration and Other Costs to Respond to and Settle Claims $5.8 M (4%)
O Cost of Borrow ing $6.3 M (4%)

m Counseling and Prevention Expense $8.8 M (6%)

O Sexual Abuse Settlements $127.4 M (84%)




Sources of Funds for Settlements

Sources of Funds Used to Pay Sexual Abuse Settlements and Related Costs
$ 150.8 Million

Net Proceeds to Archdiocese Fromthe
Sale of Property to Boston College
$68.8 M (46%)

Net Proceeds From the Sale of Other

Archdiocesan Properties (not Parish

Reconfiguration Properties) $16.5 M
(11%)

Donations to Fund Therapy Assistance
for Survivors $2.0 M (1%)

Insurance Coverage $43.4 M (29%)
Archdiocesan Self-Insurance Reserves

$20.1 M (13%)

O Donations to Fund Therapy Assistance for Survivors $2.0 M (1%)

B Archdiocesan Self-Insurance Reserves $20.1 M (13%)

O Insurance Coverage $43.4 M (29%)

0O Net Proceeds to Archdiocese From the Sale of Property to Boston College $68.8 M (46%)

B Net Proceeds From the Sale of Other Archdiocesan Properties (not Parish Reconfiguration Properties) $16.5 M (11%)
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| “.. the Archdiocese Is In a difficult financial position...”

What are we doing to improve?
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| OPERATIONS AND FINANCIAL REVIEW GROUP

FISCAL RECOVERY AND FINANCIAL STABILITY
OF CENTRAL OPERATIONS
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+

ALL MAJOR RCAB ORGANIZATIONS UNDER
REVIEW
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OBJECTIVES OF THE CENTRAL OPERATIONS

| REVIEW

1. To understand the mission, objectives and
services provided by the various
organizations budgeted within the Central
Funds.

2. To return the Central Funds to financial
stability.
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i CONCLUSIONS FROM THE REVIEW GROUP

1.

The Archdiocesan management
organization, including the Cabinet, requires
a substantial overhaul and simplification.

Communication within the Archdiocese
requires improvement.

Positive attitudes abound amid a high level
of frustration.
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+

RECOMMENDATIONS

. Reorganize the Cabinet.

. Create a more responsive organization through

clarification and regionalization of authority.

. Develop a balanced budget over the next 18

months.

Initiate a strategic plan for the Archdiocese of

Boston, including a five-year capital plan.
32



i IMPLEMENTATION

The Committee
Task and Assignments
Seguence of Events

Meetings commenced in March 2006,
and will continue until completion (late
summer 2006)
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| Where can | find this information?

All Information on website at:

www.rcab.org
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