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Report of Independent Certified Public Accountants

Report on the financial statements

We have audited the accompanying financial statements of the Archdiocese of Philadelphia, Heritage
of Faith ~ Vision of Hope Capital Campaign, which comprise the statements of financial position as
of June 30, 2013 and 2012, 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.

Auditor’s 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 audit to obtain reasonable
assurance about whether the financial statements are free from 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 auditot’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’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 entity’s internal control. Accordingly, we exptress 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.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Archdiocese of Philadelphia, Heritage of Faith ~ Vision of Hope
Archdiocesan Capital Campaign as of June 30, 2013 and 2012, and the results of its operations and
its cash flows for the yeats then ended in accordance with accounting principles generally accepted in
the United States of America.

G nioift Tovwoie, LLP

Philadelphia, Pennsylvania

April 9, 2014



Archdiocese of Philadelphia

Heritage of Faith ~ Vision of Hope Archdiocesan Capital Campaign

STATEMENTS OF FINANCIAL POSITION

June 30,

ASSETS

Cash and cash equivalents

Pledges receivable

Allowance for ptesent value discount and doubtful accounts
Due from Archdiocesan entities

Other receivable

Investments

Total assets
LIABILITIES AND NET ASSETS
Liabilities
Accrued expenses and other payables
Due to Archdiocesan entities

Total liabilities

Net assets
Temporarily restricted

T'otal net assets

Total Habilities and net assets

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

§

2013 2012
$ 30,388,584 $ 37,279,019
58,268,320 80,242,040
(33,824,114) (37,392,146)
1 2,031,059
: 4,437
14,470,019 22,060
$ 69,302,809 § 82,186,469
$ 767,791 $ 2369212
7,994,988 4,841,412
8,762,779 7,210,624
60,540,030 74,975,845
60,540,030 74,975,845
$ 69,302,809 $ 82,186,469
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Archdiocese of Philadelphia
Heritage of Faith ~ Vision of Hope Archdiocesan Capital Campaign

STATEMENTS OF CASH FLOWS

Years ended June 30,

2013

2012

Cash flows from operating activities
Change in net assets $ (14,435,815)
Adjustments to teconcile change in net assets to net cash provided by
operating activities

Allowance for doubtful accounts 680,783
Net realized and unrealized loss on investments 249,831
Change in due to/from Archdiocesan entities 5,184,635
Change in pledges receivable 17,724,905
Change in other receivable 4,437
Change in accrued expenses and other payables (1,601,421)
Net cash provided by operating activities 7,807,355

Cash flows from investing activities
Purchase of investments (14,697,790)
Proceeds from the sale of investments -

Net cash used in investing activities (14,697,790)

Net (decrease) increase in cash (6,890,435)
Cash

Beginning of year 37,279,019

End of year $ 30,388,584

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

7

$ (16,392,918)

2,698,692
937
19,997,818
18,970,799
(4,437)
2,337,967

27,608,858
(371)

(371)

27,608,487

9,670,532

$ 37,279,019



Archdiocese of Philadelphia
Heritage of Faith ~ Vision of Hope Archdiocesan Capital Campaign

NOTES TO FINANCIAL STATEMENTS

June 30, 2013 and 2012

NOTE A - GENERAL DESCRIPTION

Heritage of Faith ~ Vision of Hope Archdiocesan Capital Campaign (HOF~VOH) is a charitable organization
which conducted a capital campaign designed to raise funds to enable the Archdiocese of Philadelphia to meet six
goals: (1) provide financial support to parishes, (2) ensure access to high quality Catholic education, (3) restore the
Cathedral Basilica of Saints Peter and Paul, (4) invest in ptiestly formation and campus infrastructure at St. Charles
Borromeo Seminary, (5) cate for retired clergy, and (6) minister to the needy by providing vital human services.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting, in accordance with
accounting principles generally accepted in the United States of America (US GAAP).

2. Financial Statement Presentation

Information regarding the financial position and activities of HOF~VOH is reported according to three classes of
net assets, based on the existence ot absence of donot-imposed restrictions, as follows: unrestricted, temporarily
restricted and permanently restricted net assets.

Unrestricted net assets - Net assets that are not subject to donor-imposed restrictions and may be expendable for
any purpose in performing the primary objectives of HOF~VOH.

Temporarily restricted net assets - Gifts, pledges, income and appreciation that are either subject to a donor’s explicit
stipulation or from circumstances surrounding the receipt of the contribution that make clear the donor’s
implicit restriction on use. These restrictions may or will be met either by actions of HOF~VOH and/or
through the passage of time. As the restrictions are satisfied, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the accompanying financial statements as net assets released from
restrictions. Donor-restricted contributions whose restrictions are met in the same reporting period are reported
as untestricted contributions.

Permanently restricted net assets - Gifts, pledges, income and appreciation subject to donor-imposed stipulations that
tequite that the amounts contributed be invested in perpetuity. In the absence of donor-imposed restrictions on
the use of the income generated by permanently restricted net assets, income and gains generated from such
conttibutions ate available for the general operations.

The HOF~VOH campaign documents provided to potential donors explicitly refer to the intended use of the
funds and, consequently, denote the contribution as restricted. The HOF~VOH funds received during the
campaign ate initially designated as temporarily restricted net assets on the HOF~VOH financial statements. As
the restrictions related to each case statement are met, these temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the accompanying financial statements as net assets released from
restrictions.

(Continued)



Atrchdiocese of Philadelphia
Heritage of Faith ~ Vision of Hope Archdiocesan Capital Campaign

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013 and 2012

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

3. Cash and Cash Equivalents

HOF~VOH considers all unrestricted highly liquid investments with an original maturity of three months or less,
and that are not held as components of its tespective investment portfolio, to be cash equivalents.

4. Pledges/Contributions

Unconditional promises to give (pledges) are recorded as receivables and revenues, within the appropriate net asset
category, at fair value at the date the promise is received. Donor-restricted gifts that are received and eithet spent
or deemed spent within the same year are reported as unrestricted revenues and expenses. Unconditional promises
to give that are expected to be collected in future years are recorded at the present value of their estimated future
cash flow. The discounts on those amounts are computed using a tisk-adjusted interest rate applicable to the years
in which the promises are received.

5. Allowance for Doubtful Accounts

HOF~VOH recognizes an allowance for doubtful accounts when information is available, indicates that it is
probable that a pledge receivable has been impaired as of the date of the financial statements and the amount of
loss can be reasonably estimated. The allowance for doubtful accounts is provided based upon management’s
judgments including such factors as prior collection history and the length of the capital campaign. The amount of
expected impairment is based on management’s best estimate. Pledges receivable balances ate written off on a
specific identification basis.

6. Investment in the Trustee Account of the Archdiocese of Philadelphia for Estates and Trusts (the Trustee

Account)

The investment in the Trustee Account and other investments are reported at fair value. The investment in the
Trustee Account and other investments held by the Otganization do not have a readily determinable fair value, and
as such, have elected to use the net asset value per share (the NAV) as calculated on the reporting entity’s
measurement date as the fair value of the investment, based on the NAV of the investment as a practical
expedient.

Realized gains and losses at the manager level are spread to the participant accounts monthly. Gains and losses
created at the patticipant level due to unit sales are recorded in the specific participant accounts. Unrealized gains
and losses are included in the statements of activities and changes in net assets as investment income.

(Continued)



Atchdiocese of Philadelphia
Heritage of Faith ~ Vision of Hope Archdiocesan Capital Campaign

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013 and 2012

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
7. Investinents

Included within the investments balance are amounts held in seven U.S. Bank investment accounts, each one
applicable to an account administered through the HOF~VOH capital campaign. The investments held by U.S.
Bank are allocated among cash and mutual funds (equity and fixed income) and, as such, are measured at their fair
market value as of the fiscal years ended June 30, 2013 and 2012. The realized and unrealized gains and losses, as
well as intetest and dividends, related to the U.S. Bank investments ate teported as such on the statements of
activities and changes in net assets.

8. Charitable Gift Annuities Payable

HOF~VOH enters into charitable gift annuity arrangements, whereby the assets are held by the Archdiocese of
Philadelphia Non-Pension Assets Portfolio (NPAP) and are recorded at fair value when received. The assets are
included in the investments in the NPAP portfolio as of June 30, 2013 and 2012. Periodic annuity payments are
made to the donor or their beneficiaries until death. Upon receipt of the assets, a liability is recorded at the present
value of the estimated future payments to be distributed over the donor’s and/or other beneficiaries’ expected life,
based on the GAM-2000 Mortality Tables and discount rates set when the annuity agreement is established, which
range between 2.00% and 4.51%.

9. Due to Archdiocesan Parishes

As part of the HOF~VOH capital campaign, a portion of all of the funds collected ate designated for the benefit
of the parishes within the Archdiocese of Philadelphia. The portion allocated in this manner is recorded as a
liability on the financial statements until disbursed to each respective parish.

10. Income Tax Status

HOF~VOH is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code through its
inclusion in the United States Conference of Catholic Bishops (USCCB) group ruling and listing in the Official
Catholic Directory.

Under US GAAP, entetprises are required to assess an income tax position to determine whether the benefit of the
position can be recognized in the financial statements. The benefit recognition threshold requites that the position
be more likely than not to be sustained based upon its technical merit under applicable tax laws. This threshold or
standard is defined as a likelihood of more than 50 percent. This position must then be measured to determine the
amount that is recorded in the financial statements. HOF~VOH does not believe its financial statements include
any material uncertain tax positions.

(Continued)
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Archdiocese of Philadelphia
Hetitage of Faith ~ Vision of Hope Archdiocesan Capital Campaign

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013 and 2012

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
11. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America tequites management to make significant estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosutes of contingent assets and liabilities at the date of the financial
statements and the reported amounts or revenue and expenses during the reporting period. These significant
estimates include the allowance for doubtful accounts, fair values of investments and accrued expenses. Actual
results could differ from these estimates.

NOTE C - REVISIONS TO PRIOR PERIOD FINANCIAL STATEMENTS

Duting the fiscal year ended June 30, 2012, HOF~VOH determined that adjustments were necessary to the June
30, 2011 net asset balance. While these amounts were not deemed material to prior period financial statements,
HOF~VOH has tevised prior period amounts to correct the misstatement. The impact of these adjustments on
the beginning net assets as of July 1, 2011 is summarized below:

Net assets, as previously reported at July 1, 2011 $ 92,543,663

a. Pledges receivable - $1,598,405 of pledges receivable related to
“matching gifts” did not fully meet the accounting criteria for
recognition as pledges receivable and donations in accordance with
US GAAP. It was also determined that $415,000 was due to
HOF~VOH from other Archdiocesan entities. (1,182,573)

b. Charitable gift annuities - Approximately $22,627 of investment
balances, with their respective annuity payment liability of $14,954,
wete not propetly reflected in the HOF~VOH June 30, 2011 net

assets. 7,673
Net assets, as revised at July 1, 2011 $_91,368,763

NOTE D - INVESTMENTS

The total investments of HOF~VOH at June 30, 2013 and 2012 are detailed as follows:

2013 2012
Investment in the Trustee Account $ 22,602 § 22,060
Cash - U.S. Bank 108,840 -
Mutual Funds - U.S. Bank 14,338,577
Total investments $_14470,019 % 22,060

(Continued)
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Atchdiocese of Philadelphia
Heritage of Faith ~ Vision of Hope Archdiocesan Capital Campaign

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013 and 2012

NOTE D - INVESTMENTS - Continued

The investment in the Trustee Account consists of investments in the NPAP. For administrative and other needs,
the Archdiocese of Philadelphia formed the NPAP to pool together certain investments in ordet to more
efficiently manage the investments of various entities and related otganizations within the Archdiocese of
Philadelphia. The investments in the NPAP are held by a custodian and are managed based on sub-accounts as
follows:

Eguity Sub-Account (or “fund”) - Invests in common stocks and is managed by multiple investment managers.

Fisced Income Sub-Account (or ‘fund”) - Invests in mutual funds, corporate obligations, United States Treasury
obligations and municipal obligations and is managed by multiple investment managers.

Liguidity Sub-Account (or fund”) - Investments are liquid in nature and are used to buy and sell units of the equity
and fixed income funds or for expected short-term needs.

The Trustee Account is unitized on a petiodic basis to allow for the investment, at unit value, by entities in the
NPAP. HOF~VOH’s investment in the Trustee Account is stated at unit value. The Investment Committee of
the Archdiocese of Philadelphia has primary responsibility for determining the asset investment allocations to be
used. Management is responsible for ensuring that asset investment allocations among the funds are maintained as
determined by the Investment Committee of the Archdiocese of Philadelphia.

NOTE E - FAIR VALUE MEASUREMENTS

Accounting Standards Codification (ASC) 820, Fair Value Measurements and Disclosures, establishes a single
authoritative definition of fair value, sets a framework for measuring fair value, and requires additional disclosures
about fait value measurements. The framework provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted 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 under ASC 820 are described as follows:
Level 1 - Quoted prices in active markets for identical assets or liabilities.

Level 2- Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for
similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be cotroborated by obsetvable matket data for substantially the same term of the
assets or liabilities.

Level 3 - Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or liabilities.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement. Valuation techniques used need to maximize the use of observable inputs
and minimize the use of unobservable inputs.

(Continued)
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Archdiocese of Philadelphia
Heritage of Faith ~ Vision of Hope Archdiocesan Capital Campaign

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013 and 2012

NOTE E - FAIR VALUE MEASUREMENTS - Continued

Fair value calculations may not be indicative of net realizable value or reflective of future fair values. Furthermore,
although HOF~VOH believes its valuation methods are appropriate and consistent with other market participants,
the use of different methodologies or assumptions to determine the fair value of certain financial instruments
could result in a different fair value measurement at the reporting date.

The fair value of certain alternative investments is estimated using the NAV per share. These investments are
classified as either Level 2, if the HOF~VOH’s investment can be redeemed at the reporting date or within the
near term, or Level 3, if its investment is not redeemable at the NAV per shate at or near the statement of financial
position date.

Fair value measutements of investments in entities that calculate the NAV per share ot its equivalent as of June 30,
2013 and 2012 are as follows:

Redemption
2013 2012 Unfunded Redemption notice
Fair value Fair value commitments frequency period
Archdiocese of
Philadelphia NPAP @ $ 22,602 § 22,060 $ = daily 1 day

(2) A pooled investment portfolio comprised of equity and fixed income securities. The primary objective of
the NPAP is preservation of capital while reducing, to the greatest extent possible, the possibility of loss.

The investment strategy and long-tetm asset allocation for the NPAP takes into consideration the specific
spending requirements and the present and future needs of the Archdiocese of Philadelphia and its
respective patticipating Ecclesiastical Organizations. Therefore, the desired minimum rate of return is
equal to the Consumer Price Index (CPI) plus three percent (3%) on an annualized basis. The fair values
are estimated using the NAV per share of the investments.

The following tables present the fair values of the investments held by HOF~VOH by level within the fair value
hierarchy, as of June 30, 2013 and 2012:

Significant
Significant inputs
Quoted prices other supported by
in active observable little or no
markets inputs market activity Total fair
June 30, 2013 (Level 1) (Level 2) (Level 3) value
Assets
Investments:
Investment in the Trustee Account $ - $ 22,602 § $ 22,602
Cash - U.S. Bank 108,840 - 108,840
Mutual Funds - U.S. Bank 14,338,577 - - 14,338,577
Total of assets at June 30, 2013 $__ 14447417 § 22,602 $ - §_14470,019

(Continued)
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Archdiocese of Philadelphia
Heritage of Faith ~ Vision of Hope Archdiocesan Capital Campaign

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013 and 2012

NOTE E - FAIR VALUE MEASUREMENTS - Continiued

Significant
Significant inputs
Quoted prices other supported by
in active observable little or no
markets inputs market activity Total fair
June 30, 2012 (Level 1) (Level 2) (Level 3) value
Assets
Investments:
Investment in the Trustee Account § - ¥ 22060 $ 5 $ 22.060
Total of assets at June 30, 2012 $ = $ 22060 $ e $ 22.060
NOTE F - PLEDGES RECEIVABLE
A summaty of gross pledges receivable as of June 30, 2013 and 2012 is as follows:
Pledges receivable expected to be collected in:
2013 2012
Less than one year $ 16,065976 $§ 22,167,904
One year to five years 42,202,344 45,506,303
Morte than five years - 12,567,833
Pledges receivable, end of year $_ 58268320 $__ 80,242 040
Pledge activity for 2013 and 2012 is as follows:
2013 2012
Pledges receivable, beginning of year $ 80,242,039 § 105,984,366
New pledges 259,126 237,372
Collections (18,416,863) (22,167,794)
Werite-offs (3,815,982) (3,811,904)
Pledges receivable, end of year 58,268,320 80,242,040
Less allowance for doubtful accounts (33.824.114) (37,392,1406)
Net pledges receivable balance, end of year $_ 24,444,206 $_ 42,849,894
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Archdiocese of Philadelphia
Hetitage of Faith ~ Vision of Hope Archdiocesan Capital Campaign

NOTES TO FINANCIAL STATEMENTS - CONTINUED

June 30, 2013 and 2012

NOTE G - RELATED PARTY TRANSACTIONS

During the fiscal years ended June 30, 2013 and 2012, $15,167,588 and $12,918,614, respectively, was disbursed
from the HOF~VOH cash account with approval of the Director of Development and the Board of Directors of
the HOF~VOH entity. The Archdiocese of Philadelphia provides administrative services for HOF~VOH.
Effective July 1, 2011, the Office for Financial Services, Archdiocese of Philadelphia (OFS) and HOF~VOH
entered into a services agreement whereby OFS is to provide certain administrative and management setvices for a
flat annual fee of $500,000. This expense is included in support office expenses for the years ended June 30, 2013
and 2012 in the statements of activities and changes in net assets.

NOTE H - SUBSEQUENT EVENTS

Financial Accounting Standards Board ASC 855, Subsequent Events, establishes the principles and requirements for
evaluating and reporting subsequent events, including: the period subject to evaluation for subsequent events; the
circumstances requiring recognition of subsequent events in the financial statements; and the required disclosures.
HOF~VOH has evaluated events subsequent to June 30, 2013 and through April 9, 2014, the date the financial
statements were available to be issued. HOF~VOH is not aware of any subsequent event that would require
recognition or disclosure in the financial statements, except as follows:

Effective July 1, 2013, the Greater Philadelphia Catholic Foundation was formed to manage charitable fund-raising
for the Archdiocese of Philadelphia. These efforts were previously managed by the Office for Stewardship and
Development, a department within OFS. The entire Office for Stewardship and Development was transitioned to
the Greater Philadelphia Catholic Foundation. The Greater Philadelphia Catholic Foundation will provide the
administrative services previously provided by OFS.
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