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Independent Auditors' Report
Board of Trustees
St. Mary's High School Foundation, Inc.
Lynn, Massachusetts
We have audited the accompanying financial statements of St. Mary's High School Foundation, Inc., which comprise
the statements of financial position as of June 30, 2016 and 2015, and the related statements of activities and changes
in net assets, and cash flows for the years then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits
in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risk of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditors consider internal control relevant to the Foundation’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 Foundation’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.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
St. Mary's High School Foundation, Inc. as of June 30, 2016 and 2015, and the changes in its net assets and cash
flows for the years then ended, in conformity with accounting principles generally accepted in the United States of
America.

G.T. Reilly & Company
Milton, Massachusetts
July 12, 2017

St. Mary's High School Foundation, Inc.
Statements of Financial Position
June 30
2016

2015

Assets
Cash and cash equivalents (Note 2)

$

312,516

$

990,396

Cash, restricted (Note 2)

2,527,075

1,222,197

Investments, at fair value (Notes 2 & 3)

1,478,020

1,596,375

Pledges receivable, net (Notes 2 & 4)

2,396,034

971,893

$ 6,713,645

$ 4,780,861

$

$

Total Assets

Liabilities and Net Assets
Accounts payable and accrued expenses
Due to St. Mary's High School (Notes 2 & 7)

26,000

17,469

40,048

54,593

66,048

72,062

61,633
6,307,977
277,987
6,647,597

210,697
4,220,115
277,987
4,708,799

$ 6,713,645

$ 4,780,861

Net Assets (Notes 2, 5 & 6)
Unrestricted
Temporarily restricted
Permanently restricted
Total Liabilities and Net Assets
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The accompanying notes are an integral part of these financial statements.

St. Mary's High School Foundation, Inc.
Statement of Activities and Changes in Net Assets
For the Years Ended June 30
2016
Unrestricted

Revenues, Gains and Other Support
Contributions
Less rescission of donor pledges
Less writedowns and provision for uncollectible pledges

$

-

Contributed services (Note 7)
Interest income
Unrealized loss on investments
Realized gain on investments
Net assets released from restrictions (Note 5)

75,846
40,841
(90,025)
1,469
92,400

Total Revenues, Gains and Other Support

120,531

Expenses
Program services:
Distributions to school

2015

Temporarily

Permanently

Restricted

Restricted

$2,210,546
(22,000)
2,188,546

$

33,032
(43,791)
2,475
(92,400)
2,087,862

Total

Unrestricted

-

$ 2,210,546
(22,000)
2,188,546

-

75,846
73,873
(133,816)
3,944
-

$

-

Temporarily

Permanently

Restricted

Restricted

$

97,197
(750,000)
(45,373)
(698,176)

$

-

Total

$

97,197
(750,000)
(45,373)
(698,176)

40,269
(27,886)
6,955
197,126

31,405
(19,520)
8,549
(197,126)

-

71,674
(47,406)
15,504
-

(874,868)

-

(658,404)

-

2,208,393

216,464

92,400

-

-

92,400

197,126

-

-

197,126

Supporting services:
Payroll and benefits
Professional services and related travel

75,846
101,349

-

-

75,846
101,349

68,423
56,011

-

-

68,423
56,011

Total Expenses

269,595

-

-

269,595

321,560

-

-

321,560

-

1,938,798

(874,868)

-

(979,964)

135,270

-

135,270

(739,598)

-

(844,694)

Change in Net Assets Before Transfer

(149,064)

Transfer of Assets from St. Mary's High School

-

Increase (Decrease) in Net Assets
Net Assets at Beginning of Year
Net Assets at End of Year

$

2,087,862
-

(149,064)

2,087,862

210,697

4,220,115

61,633

$ 6,307,977

-

-

(105,096)
-

1,938,798

(105,096)

277,987

4,708,799

315,793

4,959,713

277,987

5,553,493

$ 277,987

$ 6,647,597

$ 210,697

$ 4,220,115

$ 277,987

$ 4,708,799

3
The accompanying notes are an integral part of these financial statements.

St. Mary's High School Foundation, Inc.
Statements of Cash Flows
For the Years Ended June 30
2016
CASH FLOWS FROM OPERATING ACTIVITIES
Increase (decrease) in net assets
Adjustments to reconcile increase in net assets to net cash
from operating activities:
Net realized and unrealized loss on investments
Changes in operating assets and liabilities:
Cash, restricted
Pledges receivable, net
Due to/from St. Mary's High School
Accounts payable and accrued expenses

$ 1,938,798

$

129,872

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Proceeds from the sale of investments
NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
$

(844,694)

31,902

(1,304,878)
(1,424,141)
(14,545)
8,531

NET CASH (USED IN) PROVIDED BY OPERATING ACTIVITIES

CASH AND CASH EQUIVALENTS AT END OF YEAR

2015

(9,099)
1,091,322
54,593
14,964

(666,363)

338,988

(103,917)
92,400

(196,937)
197,126

(11,517)

189

(677,880)

339,177

990,396

651,219

312,516
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The accompanying notes are an integral part of these financial statements.

$

990,396

St. Mary's High School Foundation, Inc.
Notes to Financial Statements
June 30, 2016

Note 1 - Nature of Organization
St. Mary’s High School Foundation, Inc. (the “Foundation”) was formed on April 22, 2002 for the purpose
of raising funds in the form of contributions from individuals, corporations and other foundations to assist
in and facilitate the renovation and improvement of the buildings comprising St. Mary’s High School, Inc.
(the “High School”) in Lynn, Massachusetts, and to generally support the overall educational mission of
the School. The Foundation and the High School share a common membership from the respective
Boards.

Note 2 - Significant Accounting Policies
Basis of Accounting and Reporting – The financial statements of the Foundation have been prepared
under the accrual method of accounting in conformity with generally accepted accounting principles.
Accounting Estimates – The preparation of 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, the disclosure of contingent assets
and liabilities, and the reported amounts of revenue and expenses. Actual results may differ from those
estimates.
Financial Statement Presentation – The Foundation presents a statement of financial position and a
statement of activities segregated into three classes of net assets determined by donor-imposed
restrictions as follows: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets (see Note 6 regarding restrictions on net assets).
Endowment funds established by donor restrictions to permanently maintain the principal, while allowing
the use of income generated therefrom, are classified as permanently restricted net assets. Income
derived from the investment of endowed funds is reported as unrestricted revenue or as restricted
revenue depending on the terms of the donor instrument. Unrealized gains or losses from endowment
fund investments are reported as increases or decreases in temporarily restricted net assets unless the
donor explicitly states otherwise. If the fair value of assets associated with an endowment fund falls below
historic dollar value, the Massachusetts Uniform Prudent Management of Institutional Funds Act requires
such deficiency to be reported as unrestricted net assets (see Note 6).
Contributions and Donor Restrictions – Contributions receivable that are, in effect, "unconditional
promises to give" are recorded at the present value of future cash flows. Contributions to be received
after one year are discounted at an appropriate discount rate commensurate with the risks involved.
Amortization of discount is recorded as additional contribution revenue in accordance with donor-imposed
restrictions, if any, on the contributions.
In addition, use-restricted contributions are reported as increases to temporarily restricted net assets
when received. When a donor restriction expires either by use of the funds for the specified purpose or by
the expiration of a time restriction, restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions (see Note 5).
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Note 2 - Significant Accounting Policies (Cont.)
Fair Value Measurements – The Foundation follows the provisions of the Financial Accounting Standards
Board's (FASB) Accounting Standards Codification (ASC) Topic 820, “Fair Value Measurements and
Disclosures”, for assets and liabilities that are measured and recorded at fair value on a recurring basis,
and to determine fair value disclosures. The standard establishes a fair value hierarchy that prioritizes the
inputs and assumptions used to measure fair value, giving the highest priority to quoted prices in active
markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable
inputs (Level 3 measurements).
The three levels of the fair value hierarchy are described below:
Level 1 – Valuations based on quoted prices available in active markets for identical assets and
liabilities.
Level 2 – Valuations based on quoted prices in markets that are not active or for which all significant
inputs are observable, either directly or indirectly, for the asset or liability.
Level 3 – Valuations based on inputs that are unobservable and significant to the overall fair value
measurement for the asset or liability.
A qualifying asset or liability’s level within the framework is based upon the lowest level of any input that is
significant to the fair value measurement. The methods used for valuing the assets and liabilities are not
necessarily an indication of the risks associated with those assets.
Cash and Cash Equivalents – For the purpose of reporting the statement of cash flows, cash and cash
equivalents includes amounts on-hand and in bank accounts. Restricted cash accounts are excluded from
this classification.
Restricted Cash – Restricted cash has been earmarked for specific purposes by donors. At June 30, 2016
and 2015, restricted cash consists of $2,527,075 and $1,222,197, respectively, restricted for future
replacement, improvement and additions to property and equipment of St. Mary's High School and to
increase the School's endowment, as designated in the upcoming Building Futures Capital Campaign.
Investments – The Foundation’s investments are carried at fair value. Changes in fair value are reflected
in the statements of activities as net realized and unrealized gains (losses) on investments (see Note 3).
Pledges Receivable – Pledges receivable are stated net of an allowance for doubtful accounts, when
considered necessary by management, which would be reported on the face of the Foundation’s
statement of financial position. The allowance is established via a provision for bad debts charged to
operations. On a periodic basis, management evaluates its pledges receivable and establishes or adjusts
its allowance to an amount that it believes will be adequate to absorb possible losses on accounts that
may become uncollectible, based on evaluations of the collectability of individual accounts, the
Foundation’s history of prior loss experience and on current economic conditions. Pledges are written off
and charged against the allowance when management believes that the collectability of the specific
pledge is unlikely.
Services from an Affiliate – Support arising from services provided to the Foundation from St. Mary's High
School has been recognized in the accompanying financial statements with an equal amount recognized
as expense at the cost recognized by the affiliate providing those services (see Note 7).
Income Tax Status – The Foundation is recognized as an organization exempt from federal income tax
under Section 501(c)(3) of the Internal Revenue Code, whereby only unrelated business income, as
defined by Section 512(a)(1) of the Code, is subject to income taxation.
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Note 2 - Significant Accounting Policies (Cont.)
Evaluation of Subsequent Events – Management has evaluated subsequent events involving the
Foundation for potential recognition or disclosure in the accompanying financial statements. Subsequent
events are events or transactions that occurred after June 30, 2016 through, July 12, 2017, the date the
accompanying financial statements were available to be issued.
Note 3 - Investments
Investments consist of the following:
Unrealized
Gains

Cost

Fair
Value

June 30, 2016:
Investments in Common Investment Fund

$ 1,438,804

$

39,216

$ 1,478,020

June 30, 2015:
Investments in Common Investment Fund

$ 1,423,343

$

173,032

$ 1,596,375

The investment in the Common Investment Fund represents shares in a mutual fund established by The
Roman Catholic Archbishop of Boston, A Corporation Sole (RCAB), to provide a common investment pool
in which it and other related entities may participate.
The Foundation currently receives a quarterly dividend from the Common Investment Fund equaling 1%
(4% annually) of the prior quarter's fair value. These dividends are reinvested on a quarterly basis.
The Foundation’s unit holdings in the Common Investment Fund do not have quoted prices in active
markets or significant other observable inputs that have quoted market prices although the Foundation can
redeem its investment at the net asset value per share at June 30, 2016. These assets are classified as
being valued using Level 2 inputs. The Foundation estimates the fair value of its unit holdings in the
Common Investment Fund based on the Foundation’s share of the underlying investment portfolio that
consists of actively traded equities, bonds and money market funds.
The Foundation's financial assets that are reported at fair value on a recurring basis as of June 30, by level
within the fair value hierarchy, are presented in the table below:
Quoted Prices
in Active
Markets for
Identical Assets
Level 1

Significant
Other
Observable
Inputs
Level 2

Significant
Unobservable
Inputs
Level 3

Total

June 30, 2016:
Common Investment Fund

$

-

$ 1,478,020

$

-

$ 1,478,020

June 30, 2015:
Common Investment Fund

$

-

$ 1,596,375

$

-

$ 1,596,375

Risks and Uncertainties – The Foundation’s investments are exposed to various risks, such as interest
rate, market and credit. Due to the level of risk associated with these investment securities, and the level
of uncertainty related to changes in the value of investment securities, it is at least reasonably possible
that changes in risks in the near term would materially affect the amounts reported in the Statements of
Financial Position and the Statements of Activities and Changes in Net Assets.
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Note 4 - Pledges Receivable
Pledges receivable consist of pledges raised for the Foundation’s capital campaign program and are
summarized as follows:
2016
2015

Amounts expected to be collected in less than one year
Amounts expected to be collected in one to five years

$ 1,409,004
1,290,000
2,699,004

Less allowance for uncollectible pledges
Less unamortized discount

$

(36,000)
(266,970)

Recorded net value of pledges receivable

$ 2,396,034

996,382
14,500
1,010,882
(36,000)
(2,989)

$

971,893

For the year ended June 30, 2016, all of the pledges receivable represent pledges made for the
Foundation’s Building Futures Capital Campaign (approximately $989,000 represented pledges for the
Building Futures Capital Campaign for the year ended June 30, 2015). Pledges are recorded at the
present value of estimated future cash flows. The present value of estimated cash flows has been
measured utilizing a risk adjusted discount rate of 8% at June 30, 2016 and 2015.
At June 30, 2016, pledges from two members of the board and one individual represent 19%, 12% and
44% of the pledges receivable, respectively (50% and 17% for one of the members of the board and
another individual at June 30, 2015). The Foundation's remaining pledges receivable represent donor
pledges due from various individuals, corporations and foundations.
During the year ended June 30, 2015, two donors rescinded their pledges in the amounts of $500,000
and $250,000, and this has been reflected in the accompanying statement of financial position for the
year ended June 30, 2015.
Note 5 - Restricted Net Assets
Permanently restricted net assets totaling $277,987 at both June 30, 2016 and 2015 are restricted in
perpetuity, the income from which is expendable to support scholarships for needy students of the High
School.
Temporarily restricted net assets are available for the following purposes:

2016
Scholarships and financial aid to students of the High School
Capital campaign for the High School
College scholarships for students of the High School

$

842,628
5,216,255
249,094

$ 6,307,977

2015
$

978,431
3,058,086
183,598

$ 4,220,115

Net assets were released from restrictions as distributions to the High School as follows for the year
ended June 30:
2016
2015

Scholarships and financial aid to students of the High School
College scholarships
Head of School position at the High School

$

$

8

82,400
10,000
92,400

$

$

190,270
5,000
1,856
197,126

Note 6 - Endowments
The Foundation's endowments consist of individual funds established for the scholarships to students of
St. Mary's High School (see Note 5). As required by accounting principles generally accepted in the
United States of America, net assets associated with endowment funds are classified and reported based
on the existence or absence of donor-imposed restrictions.
Interpretation of Relevant Law – The Foundation has historically viewed the Massachusetts Uniform
Prudent Management of Institutional Funds Act (UPMIFA) as requiring the School to preserve 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 Foundation classifies as permanently restricted net assets (a) the
original value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to
the permanent endowment, and (c) accumulations to the permanent endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to the fund. This
is regarded as the “historic dollar value” of the endowment fund. The remaining portion of the donorrestricted endowment fund that is not classified in permanently restricted net assets and is regarded as
“net appreciation” is classified as temporarily restricted net assets until those amounts are appropriated
for expenditure by the Foundation in a manner consistent with the standards of prudence prescribed in
UPMIFA.
Funds with Deficiencies – From time-to-time, the fair value of assets associated with individual donorrestricted endowment funds may fall below the “historic dollar value”. Deficiencies of this nature are
reported by a charge to unrestricted net assets. Deficiencies may result from unfavorable market
fluctuations that occurred. There were no such deficiencies as of June 30, 2016 and 2015.
Endowment Investment Policy – The Foundation has adopted an investment philosophy which, combined
with the spending rate, attempts to provide a predictable stream of returns thereby making funds available
to programs that are supported by its endowment, while at the same time seeking to maintain the
purchasing power of the endowment assets. Endowment assets include those assets of donor-restricted
funds that the Foundation must hold in perpetuity or for donor-specified periods. Under the Foundation’s
Investment Policy and spending rate, both of which are approved by the Board of Trustees, the
endowment assets are invested in a manner that is intended to produce an inflation-adjusted return in
excess of the spending rate over a long period of time. Actual returns in any given year may vary.
Strategies Employed for Achieving Objectives – To satisfy its long-term rate-of-return objectives, the
Foundation 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 Foundation has
invested its endowment investment portfolio in the Common Investment Fund, which in-turn invests in the
Collective Investment Partnership.
The Investment Committee of Corporation Sole is responsible for selecting the investment managers of
the Collective Investment Partnership. The Investment Committee’s investment rationale is to include an
array of different strategy and investment managers for the Collective Investment Partnership’s portfolio to
reduce overall volatility while providing investment returns above industry benchmarks. (See Note 3,
Investments, for more details on the Foundation’s investments and how they are valued.)
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Note 6 – Endowments (Cont.)
Endowment net asset composition by type of fund as of June 30 is as follows:

Unrestricted

Endowment Fund Net Assets
Temporarily
Permanently
Restricted
Restricted

Total

For the year ended June 30, 2016:
Endowment net assets at beginning of year
Contributions
Interest and dividends
Realized gain on investments
Unrealized loss on investments
Appropriation of endowment assets
for expenditure

$

-

$

46,561
12,620
574
(27,168)

$

324,548
12,620
574
(27,168)
(16,400)

Endowment net assets at end of year

$

-

$

16,187

$ 277,987

$

294,174

$

-

$

$ 277,987
-

$

-

111,881
14,359
7,397
(14,440)

389,868
14,359
7,397
(14,440)

-

(72,636)
46,561

$ 277,987

-

(16,400)

$ 277,987
-

For the year ended June 30, 2015:
Endowment net assets at beginning of year
Contributions
Interest and dividends
Realized gain on investments
Unrealized loss on investments
Appropriation of endowment assets
for expenditure
Endowment net assets at end of year

$

$

-

$

(72,636)
324,548

Note 7 - Related Party Transactions
All of the Foundation’s investments are in the Common Investment Fund of the RCAB (see Note 3).
As discussed in Note 1, St. Mary’s High School, Inc. is the sole beneficiary of the Foundation. The
Foundation is related through common Board membership to St. Mary’s High School, Inc.
At June 30, 2016, amounts due to St. Mary’s High School totaled $40,048 ($54,593 at June 30, 2015).
During the year ended June 30, 2015, St. Mary's High School transferred $135,270 to the Foundation
which was invested in the Common Investment Fund of the RCAB (there were no such transfers during
the year ended June 30, 2016).
Additionally, during the year ended June 30, 2016, St. Mary's High School provided services to the
Foundation in the amount of $75,846 for time spent by High School personnel on the Foundation. In
previous years, the allocated time spent by personnel was charged directly to the Foundation. The
amount charged for the year ended June 30, 2015 was $68,423.

Note 8 - Financial Instruments and Concentrations of Credit Risk
The Foundation's financial instruments that potentially subject it to concentrations of credit risk consist of
cash, investments and donor pledges receivable.
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Note 8 - Financial Instruments and Concentrations of Credit Risk (Cont.)
The Foundation maintains cash balance in a high quality financial institution. The account is insured by the
Federal Deposit Insurance Corporation. At times, the amounts on deposit may be in excess of insured
limits. At June 30, 2016, there was approximately $15,000 of deposits in excess of FDIC insured limits
based on bank balance.
The Foundation also has approximately $2,575,000 on deposit with the RCAB at June 30, 2016. These
funds are uninsured and pooled with other related organizations’ funds in the RCAB’s revolving loan fund.
The Foundation’s investments consist solely of uninsured mutual funds administered by the RCAB,
$1,478,020 at June 30, 2016 (see Note 3).
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