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DETAILED REPORT:

INTRODUCTION

The new Finance Council has been at work for almost three months. We have accumulated reams of
analytical spreadsheets and write-ups developed during Finance Council meetings, working team meetings,
and discussions with parish staff and outside parties. Our detailed findings, actions, and recommendations are
presented below.

BACKGROUND
= Kick-off meeting Oct 28, 2010
e Charter:
o Finance Council’s role is advisory and consultative to the pastor.
o Finance Council’s accountability is to the parishioners and the bishop.

ANALYSIS OF THE CURRENT STATE (NOVEMBER, 2010)
For Fiscal Years 2006-2009 the parish was near break-even; maintained desired two-month cushion in
the operating account at S&T Bank ($150,000).
Expenses increased and have exceeded income by $9,000 per month for the past year and a half,
depleting the two-month cushion in the operating account and rendering the current cash flow
unsustainable.
In Fiscal Year 2010 we ran a $96,000 deficit and for Fiscal Year 2011 (current year) we budgeted a
$109,000 deficit.
Fiscal Year 2011 through Fiscal Year 2016 cash flows are further impaired by $41,000 per year due to
a new unbudgeted requirement to begin payments (Jan. 2011) on our $186,000 share of a line of credit
and loan interest for Bishop Bosco Center executed in 2005 and 2007 (see attached chronclogy).
Beyond loan payments, other expense increases (since Fiscal Year 2009, the last break-even year)
include staff hours and benefits ($50,000), new evangelization programs ($7,000), and insurance
premium increases ($5,000).
Ordinary Income (weekly Sunday envelope contributions) has been relatively flat (+ 5%) for the past six
years and is also not uniform throughout the year, with a substantial decrease occurring during the
summer months when parishioners may be on vacation.
Extraordinary Income this year will be down from Fiscal Year 2009 by $32,000 due to discontinuing the
pink envelopes (in gratitude to parishioners for their response to the TCTH capital campaign).
Other Income is up this year due to rebates ($140,000) from the capital campaign, committed toward
paying down our renovation loan principal. We have $63,000 in a savings account, intended for
emergencies or unanticipated repairs. This will be depleted by summer if drawn on for loan payments.

VISION OF THE DESIRED STATE

* Parish breaks even for remaining six months of this fiscal year, preserving the savings account through
June 30, 2011.
Finance Council implements advisory and oversight roles to assist pastor and represent parishioners by
June 30, 2011.
Parish Staff and Finance Council produce balanced budget for Fiscal Year 2012 by June 30, 2011.
Parish makes all payments on time, including menthly loan payments, beginning July 2011.
Two months cash cushion is restored no later than the end of Fiscal Year 2013.
Long-range goal: Offertory covers operating expenses and fundraisers (Fish Fry, Festival, etc.) fund
special needs.
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SHORT-TERM STRATEGY
* Explore deferral options on loan payments to stay afloat in the short term.
¢ Scrub budgeted expenditures line-by-line for recduction opportunities.
* |dentify revenue enhancement strategies.
e |dentify cost cutting and reduction strategies.

WHAT THE PASTOR AND FINANCE COUNCIL HAVE DONE SO FAR
¢ Renovation loan ($777,203 remaining principal, 4% interest over 10 years) — Pastor actions:
o Negotiated an interest-free grace period for the next three years.
o Negotiated suspension of $7,943 monthly payments Dec. 2010 -- June 2011.
o In return for the above, pledged continuation of commitment to remit all semi-annual rebates
from parishioner contributions to TCTH toward the loan.
* Bishop Bosco Center loan {27% share of $600,000 + interest equals $186,000 principal at 4% interest
over 5 years)
o Applied a $75,000 contribution from a generous parishioner to reduce our owed amount to
$111,199 principal.
o Prepared a case to leverage that payment to negotiate diocesan agreement for interest-only
payments for up to two years (at $371 per month).
»  Current year revenues and expenditures
o Conducted detailed analysis of the 300-line current budget: Income of $1,442,000 less
Expenditures of $1,551,000 = Deficit of $109,000.
o Made revisions to budgeted line items and produced a forecast which reduced the deficit by
$42,000.
o Incorporated negotiated loan payments deferrals, which if approved by the Diocese reduce the
deficit by another $56,000, which almost breaks us even for this Fiscal Year.
Projected that a 20% contribution increase, or offsetting reduction in parish expenditures, or a
combination of the two, is required to balance the budget when full loan payments resume.
Determined that the most effective revenue enhancement initiatives are:
= EFT direct debit program
= Weekly offertory increase
= DLA rebate increase
= Fundraisers
= Planned giving
Determined that the most effective expense reduction initiatives are:
= Prioritized list of reductions in staff or services
= Mandatory balanced budget
= |mplementation of internal audit and oversight functions

WHAT THE FINANCE COUNCIL AND PASTOR WILL DO IN THE NEXT 5 MONTHS
* Budget deficit
o Activate a Stewardship and Development function to conduct revenue enhancement initiatives.
o Submit a proposal to the Diocese to accept interest-only payments temporarily on the Bishop
Bosco Center loan ($371 per month vs. $3400 per month).
o ldentify expenditure reductions to be made should revenue initiatives fail.
o Produce a balanced budget for Fiscal Year 2012.
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* Automatic Electronic Fund Transfer (EFT) Message to parishioners:

o Currently, we are in the process of obtaining automatic withdrawal services for our parishioners
to be able to make their regular contributions more easily.

o This allows the regular contribution process to be easier for parishioners to make their
contributions even when they are out of town or on vacation. Additionally it is a safer way to
handle funds being donated to the church. Furthermore, this process will provide a more
consistent and predictable offertory, enabling us to manage our cash flow more effectively.
When the EFT option is chosen, the exact amount of your pre-selected contribution will be
transferred from your account to the parish account. St. Barbara Parish maintains all records
with complete confidentiality.

o Please watch upcoming bulletins for more information and enroliment forms.

*  Transparency

o Post financial reports on the parish website.

o Publish more informative bulletin summaries of collections and requirements.

o Provide a mechanism for parishioner comments and questions.

»  Accountability

o Activate a Compliance function to ensure adherence to diocesan policies, procedures, and
internal controls regarding parish assets.

o Activate a Budget function to participate with staff in budget development and monitor actual
expenditures versus approved budgets.

o Activate a Facility Management function to oversee capital spending and inventory
management.

o Partner with the Pastoral Council to ensure use of funds aligns with the Pastoral Plan and
priorities.

WHAT PARISHIONERS SHOULD CONSIDER DOING NOW
= Increase weekly offertory by an average of $4 per envelope to reach $19,800 per week.
« Enroll in EFT direct debit to provide a sustained, consistent income stream.
e Increase DLA pledge by 20% over last year to provide rebate to our parish of $18,000.

CLOSING STATEMENT

The parish can buy time over the next five months by deferring loan payments. During that time we will have
to aggressively pursue both increases in revenues and reductions in expenses in order to have a balanced
budget for the new fiscal year beginning July 1, 2011.

Respectfully submitted by your Finance Council
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APPENDIX: FISCAL YEAR 2011 BUDGET AND FORECAST VS. PRIOR-YEAR ACTUALS
($000’S)

ST. BARBARA COMPARATIVE FINANCIAL STATEMENTS
Fiscal Year 2011

FY FY | FY FY FY
DESCRIPTION Forecast Budget 10 09 08 07 06

ORDINARY (Sundays) 982 974 967 982 995 950 972
EXTRAORDINARY (Festival, Fry, Donations) 121 125 142 161 96 93 123
OTHER (TCTH Rebates, Formation, Youth) 248 200 212 117 111 165 334
DIOCESAN (Pass-thru: DLA, Haiti, etc.) 157 144 269 162 123 128 136

**TOTAL RECEIPTS*** 1,509 1,442 1,591 1422 1,326 1,336 1,565

ADMINISTRATIVE (Priests, Office) 244 255 259 241 251 228 232
CHURCH (Building, Supplies, Music, Initiation) 111 112 115 99 91 96 104
RECTORY (Maintenance, Food, Misc.) 30 19 21 24 1 11 14

EDUCATION (15% Assessment, Formation) 261 272 268 277 249 260 268
GENERAL(8% tax, Benefits, Utilities, Insurance, Janitor) 404 403 376 349 304 317 323
EXTRAORDINARY (Loans: P&I, Festival, Fry) 325 347 397 285 239 314 490
DIOCESAN (Pass-thru: DLA, Haiti, etc.) 158 144 252 185 125 120 135

**TOTAL EXPENDITURES*** 1533 1,561 1,687 1,430 1,270 1,345 1,565

GAIN/(LOSS) -24 -109 -96 -8 55 -9

Note: FY 2011 Forecast incorporates Finance Council scrub and also assumes no renovation loan payments Dec. 2010-
Jun 2011 and interest-only payments on BBC loan Jan.-June 201 1.

ATTACHMENT: BISHOP BOSCO CENTER AND QUEEN OF ANGELS CATHOLIC
SCHOOL CHRONOLOGY
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