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ADMINISTRATIVE OFFICES OF THE DIOCESE OF SPOKANE

Statements of Activities
Years Ended June 30, 2006 and 2005

DRAFT

June 30
2006 2005
Unrestricted
Undes- Temporarily
ignated Designated Restricted Total Total
Revenue, gains and other
support:
Contributions:
Annuat Catholic Appeal $ 0o $ 0 $1894805 $ 1,894,805 $ 3,062,066
Other 1,197,174 -- 184,526 1,381,700 1,767,489
Investment income, net 156,318 394 401,054 557,766 790,750
Auxiliary service revenue 215,208 - - 215,208 197,654
Other revenue 762,206 - 9,918 772,124 779,118
Net assets released from
restrictions:
Satisfaction of program
restrictions 437,026 - (437,026) -- -~
Satisfaction of designated -- -- -- --
purposes -
Expiration of time
restrictions 1,410,924 -- (1,410,924) - --
TOTAL REVENUE,
GAINS AND OTHER
SUPPORT 4,178,856 394 642,353 4,821,603 6,597,077
Expenses and losses:
Pastoral 323,142 -- - 323,142 495,536
Education/communications 419,886 - - 419,886 416,183
Ministries formation 728,550 - - 728,550 661,742
Grants and other payments to 311,046 -- -- 311,046
beneficiaries 1,176,402
Retirement benefits 611,592 - - 611,592 830,231
TOTAL PROGRAM
EXPENSES 2,394,216 - -- 2,394,216 3,580,094
Support services:
Diocesan administration 825,172 - - 825,172 1,079,765
Diocesan fund raising 205,085 - -~ 205,085 447,059
Interest expense -- - -- -- 44,190
Depreciation expense 78,502 - -- 78,502 90,796
Reorganization expenses 4,669,706 -- -- 4,669,706 2,559,180
Victim’s assistance 253,126 - - 253,126 610,075
TOTAL SUPPORT
SERVICES 6,031,591 -- - 6,031,591 4,831,065
TOTAL EXPENSES 8,425,807 - - 8,425,807 8,411,159
CHANGE IN NET
ASSETS (4,246,951) 394 642,353 (3,604,204) (1,814,082)
Net assets at beginning of year (13,325,380) 1,476,439 9,242,974 (2,605,967) (791,885)
Net assets at end of year $(17,572,331)  $ 1,476,833 $ 9,885,327 $(6,210,171)  $(2,605,967)
UNAUDITED - PREPARED BY MANAGEMENT Page *5+



ADMINISTRATIVE OFFICES OF THE DIOCESE OF SPOKANE

DRAFT

Statements of Cash Flows
Years Ended June 30, 2006 and 2005

CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets
Adjustments to reconcile change in net assets to net cash
used by operating activities:
Depreciation
Gain on sale of assets
Unrealized (gain) loss on Guse Trust, net
Increase in shares in Spokane Catholic Investment Trust due to
unrealized gains
Changes in assets and liabilities:
Assets held in trust
Accounts receivable
Pledges receivable
Deposits and prepaid expenses
Accounts payable and accrued expenses
Priest’s retirement plan liabilities

NET CASH USED BY OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES

Net decrease in loans receivable
Proceeds from sale of assets
Purchase of property and equipment

NET CASH PROVIDED BY INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES

Net increase (decrease) in funds held for others

Net increase (decrease) in deposits payable

Proceeds from sale of shares in Spokane Catholic investment
Trust

NET CASH PROVIDED BY FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

SUPPLEMENTAL DISCLOSURE OF CASH FLOWS
INFORMATION

Cash paid for interest

UNAUDITED ~ PREPARED BY MANAGEMENT

2006 2005

$(3,604,204) $(1,814,082)
78,502 90,796
- (96,173)

(192,037) 37,748
(6,118) (279,673)
(462,338) -
23,316 641,450
(106,341) (343,209)
39,647 (33,465)
3,089,835 1,476,328
(66,103) 276,901
(1,205,841) (43,379)
357,641 39,002

- 145,747
-- (130,000)

357,641 54,749
(10,326) 177,915
3,490 (1,847,747)

-- . 4,800,000

(6,836) 3,130,168
(855,036) 3,141,538
3,693,889 562,351

$ 2,838,853 $ 3,693,889
$ 0 $§ 4419
Page 6+
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ADMINISTRATIVE OFFICES OF THE DIOCESE OF SPOKANE

/2
Notes to Financial Statements DMEI I

Years Ended June 30, 2006 and 2005

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation:

The accompanying financial statements include the assets, liabilities, net assets, and
financial activities of all institutions and organizations providing services at the
Diocesan level of administration that are fiscally responsible to the Bishop of the
Diocese of Spokane. Various religious orders, lay societies, and religious
organizations that operate within the Diocese of Spokane, but which are not fiscally
responsible to the Bishop, parishes, and their related institutions, have not been
included in the accompanying financial statements. These financial statements do
not represent the financial position or the activities of the Diocese of Spokane taken
as a whole and, therefore, represent the Administrative Offices of the Diocese of
Spokane (Diocese).

Fund accounting:

To ensure observance of limitations and restrictions placed on the use of resources
available to the Diocese, the accounts of the Diocese are maintained in accordance
with the principles of fund accounting. Under fund accounting, resources are
classified into separate funds according to their nature and purpose. Separate
accounts are maintained for each fund; however, in the accompanying financial
statements, funds that have similar characteristics have been combined into fund
groups. Accordingly, all financial transactions have been recorded and reported by
fund groups.

The assets, liabilities, and net assets of the Diocese are reported in self-balancing
fund groups as follows:

» Operating funds — include ail unrestricted and restricted resources available
for support of Diocesan operations.

» Deposit and loan funds — represent resources arising from cooperative
investment and lending programs established for the mutual benefit of
parishes and other organizations.

* Endowment funds — consist of funds that are designated by the Bishop for a
specific purpose as well as donor imposed restrictions.

¢ Plant funds - include all expendable resources restricted for plant
acquisitions, amounts invested in plant, and the related accumulated
depreciation.

* Custodial funds — represent funds received and held by the Diocese as fiscal
agent for others.
Financial statement presentation:

The financial statements of the Diocese have been presented on the accrual basis
and in accordance with the requirements of Statement of Financial Accounting
Standards No. 117, Financial Statements of Not-for-Profit Organizations.

UNAUDITED - PREPARED BY MANAGEMENT Page +7+



ADMINISTRATIVE OFFICES OF THE DIOCESE OF SPOKANE

/s
Notes to Financial Statements DRAf! I

Years Ended June 30, 2006 and 2005

NOTE 1.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Contributions:

The Diocese reports gifts of cash and other assets as restricted support if they are
received with donor stipulations that limit the use of the donated assets. When a
donor restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets
released from restrictions. Donor restricted contributions whose restrictions are met
in the same reporting period are reported as unrestricted support.

The Diocese reports gifts of land, buildings, and equipment as unrestricted support
unless explicit donor stipulations specify how the donated assets must be used. Gifts
of long-lived assets with explicit restrictions that specify how the assets are to be
used and gifts of cash or other assets that must be used to acquire long-lived assets
are reported as restricted support. Absent explicit donor stipulations about how long-
lived assets must be maintained, the Diocese reports expirations of donor restrictions
when the donated or acquired long-lived assets are placed in service.

Investments:

Investments in equity securities with readily determinable fair values and all
investments in debt securities are recorded at fair value.

The Catholic Diocese owns shares of the Spokane Catholic Investment Trust. The
following related entities also own shares in this investment trust: Catholic
Foundation of the Spokane Diocese, Catholic Charities, Inc., Catholic Cemeteries of
Spokane, Morning Star Boys Ranch, and Immaculate Heart Retreat House. Gonzaga
Preparatory School, a non-related entity, is also a member of the Trust. The
participants in the Trust each received one share of stock for each dollar invested on
the date of the initial entry into the Trust. Current market value is used to determine
the number of shares allocated to additional assets placed in the Trust and to value
withdrawals from the Trust. Investment income and realized and unrealized gains
and losses are allocated equitably based on the number of shares assigned to each
participant. Investments held in the Trust are recorded at fair value. Refer to Note 2
for additional information regarding investments.

Investment income:

Changes in share value and income on investments are reported on the statement of
activities as increases or decreases in unrestricted net assets unless their use is
temporarily or permanently restricted by explicit donor stipulations.

Plant assets:

Purchased plant assets are recorded at cost and donated assets are recorded at their
fair value on the date of the gift. Plant assets are depreciated over their estimated
useful lives using the straight-line method. Estimated useful lives are as follows:

Buildings 15 - 30 years
Furniture and equipment 3 -10years

UNAUDITED - PREPARED BY MANAGEMENT Page +8+



ADMINISTRATIVE OFFICES OF THE DIOCESE OF SPOKANE

/4
Notes to Financial Statements - DRAEI l

Years Ended June 30, 2006 and 2005

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Functional allocation of expenses:
The costs of providing the various programs and other activities of the Diocese have
been summarized on a functional basis in the statement of activities. Accordingly,
certain costs have been allocated among the programs and supporting services
benefited.
Cash and cash equivalents:
For purposes of the statement of cash flows, the Diocese considers all highly liquid
debt instruments purchased with a maturity of three months or less to be cash
equivalents.
Income tax status:
The Diocese of Spokane is a nonprofit corporation and is exempt from federal
income tax under Section 501(c)(3) of the Internal Revenue Code.
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
and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates. Significant accounting
estimates include the allowance for uncollectible pledges receivable, the allocation of
expenses among programs and supporting services, and the lives of depreciable
assets,
Valuation of long-lived assets:
The Diocese, using its best estimates based on reasonable and supportable
assumption and projections, reviews assets for impairment whenever events or
changes in circumstances have indicated that the carrying amount of its assets might
not be recoverable. Impaired assets are reported at the lower of cost or fair value. At
June 30, 2006, no assets had been written down.
NOTE 2. INVESTMENTS
Investments as of June 30, include the following: _
2006 2005
Money market funds $ (15715) $ 61,888
U.S. Treasury securities 332,764 217,094
Corporate debt securities 1,024,288 1,052,539
Equity securities 2,634,586 2,452,365
Shares held in Spokane Catholic Investment Trust 95,241 89,123
$4,071,164 $3,873,009
UNAUDITED — PREPARED BY MANAGEMENT Page *g



ADMINISTRATIVE OFFICES OF THE DIOCESE OF SPOKANE

Notes to Financial Statements DRAE’ I '

Years Ended June 30, 2006 and 2005

NOTE 2. INVESTMENTS (CONTINUED)
A summary of investment income recognized in the statement of activities is as
follows:
2006 2005
Share value issued from Spokane Catholic
Investment Trust $ 6,118 $ 279,673
Guse interest and investment income, including
realized and unrealized gains and losses 415,285 423,910
Interest on loans receivable 152,256 127,001
Interest and investment income 25,476 15,281
Guse investment fees (37,667) (26,567)
Interest transferred to custodial funds (3,702) {28,548)
NET INVESTMENT INCOME $ 557,766 $ 790,750
NOTE 3. PLEDGES RECEIVABLE

As of June 30, 2008, pledges receivable were from the Annual Catholic Appeal and
were due within one year. Pledges receivable are net of an allowance for
uncollectible pledges of $58,318 and $58,289 as of June 30, 2006 and 2005,
respectively.

NOTE 4. RELATED PARTY TRANSACTIONS

The incumbent Bishop acts as president of Catholic Cemeteries of Spokane
Association and is a member of the Board of Directors. The Diocese of Spokane has
recorded in the Deposit and Loan Fund an unsecured loan payable to Catholic
Cemeteries of Spokane. Interest is payable semiannually at a rate of 4.25%. There
are no specific terms of repayment. Balance payable at June 30, 2006 and 2005 was
$249,180 and $749,180, respectively. In addition, the Catholic Cemeteries of
Spokane paid $6,000 and $6,000 for administrative services in 2006 and 2005,
respectively.

The Catholic Bishop of Spokane has primary authority over the Diocese of Spokane
and serves on the Board of Directors of Catholic Charities, Inc. prior to July 1, 2005.
Catholic Charities, Inc.'s fiscal services costs have been incurred by the Diocese of
Spokane. During the years ended June 30, 2006 and 2005, the Diocese of Spokane
charged Catholic Charities $ -0- and $146,890, respectively for these services.

For the years ended June 30, 2006 and 2005, the Diocese of Spokane received from
the Catholic Foundation revenue for the education of Seminarians in the amount of
$561,849 and $562,105, respectively. $132,653 and $97,949, respectively was also
received from the Catholic Foundation for the Priests’ Retirement Fund during the
same period.

In addition, the Diocese of Spokane charged the Catholic Foundation $16,887 and
$23,912 for fiscal services and $11,192 and $48,467 administrative oversight
services for the Foundation for the years ended June 30, 2006 and 2005,
respectively.

UNAUDITED - PREPARED BY MANAGEMENT Page +10-



ADMINISTRATIVE OFFICES OF THE DIOCESE OF SPOKANE

Notes to Financial Statements : DRAEI I‘ ’

Years Ended June 30, 2006 and 2005

NOTE 4. RELATED PARTY TRANSACTIONS (CONTINUED)
For the years ended June 30, 2006 and 2005, the Diocese of Spokane received from
the Marycliff endowment in the Catholic Foundation $37,931 and $63,231,
respectively for support of the Education Office and the Parish Services Office and
received another $ -0- and $27,099 from Marycliff for school grants for the year
ended June 30, 2006 and 2005, respectively.
NOTE 5. EMPLOYEE RETIREMENT PLAN
The Diocese offers a defined contribution plan. All employees having attained the
minimum age requirement, hours of service, and one year of employment are eligible
for the defined contribution plan, which incorporates a six-year vesting schedule.
Contributions of 6% of total earnings are made for each eligible employee. Pension
expense for the years ended June 30, 2006 and 2005 was $47,793 and $54,650,
respectively.
NOTE 6. DESIGNATED NET ASSETS
The Catholic Bishop of Spokane has designated unrestricted net assets for the
following purposes:
2006 2005
Mattausch Land $ 501,880 $ 501,880
Deposit and Loan Fund 500,000 500,000
Mater Cleri | 217,913 396,887
Mater Cleri Il 257,040 77,672
$1,476,833 $1,476,439
NOTE 7. TEMPORARILY RESTRICTED NET ASSETS
Temporarily restricted net assets are available for the following purposes or periods.
2006 2005
Operating Fund:
Annual Catholic Appeal for next year's
operations $1,945,966 $1,457,228
Adelaide Guse Estate Grant Fund 321,927 137,837
Bishop’s School Grant Fund 72,411 122,197
2,340,304 1,717,262
Endowment Fund:
Priest Retirement Fund 3,031,083 3,215,438
Land — Walla Walla Orphanage 200,400 200,400
Orphanage in Walla Walla 231,751 220,655
Special People Fund 105,866 105,333
Guse Estate, time and use restricted for the poor
of Spokane County 3,975,923 3,783,886
7,545,023 7,525,712
$9,885,327 $9,242,974
UNAUDITED - PREPARED BY MANAGEMENT Page +11+
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Notes to Financial Statements FI !l
Years Ended June 30, 2006 and 2005 DRA_[

NOTE 8. NET ASSETS RELEASED FROM RESTRICTIONS

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes or by occurrence of other events specified by donors.

2006 2005
Time restrictions elapsed:
Annual Catholic Appeal $1,410,924 $1,678,600
Program restrictions accomplished:
Operating Fund:
Adelaide Guse Estate Grant Fund b 0 $ 314,100
Bishop’s School Grant Fund 50,178 230,000
Endowment Fund:
Orphanage in Walla Walla - 21,269
Priest Retirement Fund 201,266 286,477
Distribution from estate held for poor 185,582 435,091 . :
Special People Fund | - 4,860 -

$ 437,026 $1,291,797

Designated purposes accomplished:

Mater Cleri | $ 0 $ 9,509
Mater Cleri 1} - 17,059
$ 0 $ . 26,568
NOTE 9. PRIEST’S RETIREMENT PLAN

The Administrative Offices of the Diocese of Spokane (Diocese) has entered into a
legally binding retirement agreement with the priests of the Diocese of Spokane. The
retirement program is a defined benefit plan calculated on an annual basis.

Priests begin vesting in this non-forfeitable accrued benefit after completing two years

of service. Commencing with the third year of service, vesting is earned at 20% per -
year of service. In addition, any priest receiving a benefit under this retirement plan

shall also be eligible, at Diocesan expense, for medical and dental insurance

coverage.

The retirement plan is considered unfunded since no assets have been separately
segregated and restricted in a trust to provide for these pension and other retirement
benefits. The Diocese receives a monthly amount per priest from every institution of
the Diocese which is served by a priest incardinated in the Diocese. In addition, the
Diocese receives quarterly income distributions from an endowed retirement fund for
priests which has been established by the Catholic Foundation of the Diocese of
Spokane (a related party).
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ADMINISTRATIVE OFFICES OF THE DIOCESE OF SPOKANE

Notes to Financial Statements DRAEI l '

Years Ended June 30, 2006 and 2005

NOTE 9. PRIEST’S RETIREMENT PLAN (CONTINUED)

The funds received from these two sources are used to fund retirement benefits for
currently retired priests.

2006 2005
Post
Pension Retirement
Benefits Benefits Total Total
CHANGE IN BENEFIT
OBLIGATION:
Benefit obligation, beginning
of year $4,539,148  $4,796,252  $9,335,400  $9,058,499
Service cost 75,165 127,993 203,158 194,211
Interest cost 260,048 280,890 540,938 550,822
Actuarial (gain) loss (180,839) 10,182 (170,657) 171,931
Benefits paid (410,030) {229,512) (639,542) (640,063)

Benefit obligation, end of year . $4,283,492  $4,985,805  $9,269,297  $9,335,400

Weighted Average
Assumptions as of June 30:
Discount rate 6.0% 6.0%
Rate of compensation
increase 0.00% N/A
COMPONENTS OF NET
PERIODIC BENEFIT COST:
Service cost $ 75165 $ 127,993 § 203,158 $ 194,211
Interest cost 260,048 280,890 540,938 550,822
Amortization of prior service
cost - 19,647 19,647 31,182
Net periodic benefit cost $ 335213 $ 428530 $ 763,743 § 776,215

The health care plan component of this plan is noncontributory. For measurement
purposes, an 11.0% annual rate of increase in the per capita cost of covered health
care benefits was used for 2006 and 2005. The rate was assumed to decrease
gradually by 0.5% per year to 6.0% and remain at that level thereafter.
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ADMINISTRATIVE OFFICES OF THE DIOCESE OF SPOKANE

DRAKT

Schedule of Land and Buildings

PLANT FUNDS

Land:
Adley estate property
Mattausch farm property
Guthrie property — Spokane Valley
Mineral rights

Land and Buildings:
Bishop White Seminary
Bishop’s house
Chancery building
Laurethurst
Rockwood Lane units
Rockwood Property #2

ENDOWMENT
Campbell farm property, Walla Walla, Washington

CUSTODIAN FUNDS
Spreitzer

UNAUDITED - PREPARED BY MANAGEMENT

Years Ended June 30,

2006 2005
$ 909,200 $ 909,200
501,880 501,880
40,346 40,346
15 15
$1.451,441 $1,451,441
$ 169,751 $ 169,751
125,912 125,912
501,834 501,834
130,000 130,000
292,400 292,400
70,200 70,200
$1,290,097 $1,290,097
$ 200,400 $ 200,400
$ 294,604 $ 294,604
Page +14-
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Schedule of Custodian Fund Activity DRAEI !l '

Year Ended June 30, 2006 .
Balances Additions Deductions
Beginning of and and Balances
Year Transfers Transfers End of Year
Collection for the Catholic Church
in the United States $ 224416 $ 6,179 $ 0 $ 230,595
Guatemala Mission (43,079) 53,744 45,960 (35,295)
Spreitzer Estate 570,731 2,332 258 572,805
Tri-Conference Retirement
Program 497 1,230 - 1,727
St. Michael's Mission 4,945 25 - 4,970
Society of Pro. Of Faith 575 3 - 578
Nelson Property — Father Hien
Fund 10,599 54 - 10,653
Pension Fund 95,783 2,634 22,046 76,371
Guatemala Church 141 1 - 142
L & | Administration (25,832) 3,860 17,444 (39,416)
Mass Stipends 612 128 200 540
World Mission Collection } 36,618 4,222 281 40,559 B
Doctors Long Term/Guatemala 68,920 349 - 69,269
Special Cost Reserve/Defense 6,248 1,095 - 7,343
Region XII Youth Ministry 142 1,167 1,160 149
$ 951,316 $ 77,023 $ 87,349 $ 940,990
UNAUDITED ~ PREPARED BY MANAGEMENT Page +15-
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ADMINISTRATIVE OFFICES OF THE DIOCESE OF SPOKANE

DRAFT

Support And Revenue Detail .
Auxiliary Service Revenue; Other Revenue

AUXILIARY SERVICE REVENUE

Inland Register:
Directory
Advertising
Subscriptions

Print shop

OTHER REVENUE

Building rent

Farm income

Tribunal income
Bishop white seminary
Property income
Parish services office
Fiscal services

Curia

Foundation

Seminary campaign reimbursement
Miscellaneous

UNAUDITED - PREPARED BY MANAGEMENT

Years Ended June 30,
2006 2005
$ 15954 § 15779
64,329 73,484
27,584 16,327
107,341 73,725
$ 215208 $ 179,315
$ 24100 § 24,661
88,771 106,001
12,745 7.825
78,047 24,265
467,487 103,873
13,828 42,595
44,852 265,929
6,000 6,000
11,192 48,467
- 148,378
15,184 1,124
$ 762,206 $ 779,118
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