
BY DEAN HAPPE
Diocesan Finance Officer

The annual audit of the
financial statements of the
Administrative Offices of the
Catholic Diocese of Evansville
has been completed. Included
with this publication are the
audited financial statements as
of and for the fiscal year
ended June 30, 2020, and June
30, 2019:
• Statement of Financial

Position (Balance Sheet)
• Statement of Activity

(Income Statement)
• Statement of Functional

Expenses
• Statement of Cash Flows
The full financial report,

with auditor’s opinion, foot-
notes and supplemental infor-
mation can also be found on
the diocesan website
http://www.evdio.org/ under
Departments, Finance Office,
Forms and Documents
http://www.evdio.org/forms
—documents.html.
The following paragraphs

offer a brief explanation of
each of the financial state-
ments and the most important
elements to take away from
each of the statements. 
As I prepared to summarize

our financial results, I couldn’t
help but be reminded of an
old TV skit I watched when I
was a kid. At the risk of
revealing much about my age
and background, I wonder if
any of you may recall the
Saturday evening telecasts of
“Hee Haw?” And, in particu-
lar, the recurring sketch featur-
ing Archie Campbell’s barber-
shop and the “That’s
good/That’s bad” routine?
Archie would mention an
event, to which the folks in the
barbershop would comment,
“That’s bad” only to have
Archie clarify that it was actu-
ally good because of some
other complementary event.
As soon as the folks would
then agree that it was “good,”
Archie would clarify that it
was “bad” because of yet
another complementary event
. . . and so on and so on.
Well, I couldn’t help feeling

quite that same way as I sum-
marized these results for you,
as it was a pretty eventful
year, to say the least. Suffice it
to say, however, the net take-
away is “good.” We continue
to have much to manage and
stay on top of and no shortage
of challenges and uncertain-
ties, but we continue with a
solid and stable environment
and the incomparable commit-
ment and dedication of our
Catholic faithful of the Diocese
of Evansville . . . . That’s
Good!

While these financial reports
are for the fiscal year ending
on June 30, 2020 (six months
ago) and therefore only
include approximately four
months of operating in the
COVID-19 Pandemic environ-
ment, that was enough time to
introduce real financial uncer-
tainty and disruption to dioce-
san operations and all of the
parishes and agencies across
our diocese. Fortunately,
through an abundance of con-
tinued hard work, dedication,
faithfulness and stewardship
of staff and our Catholic faith-
ful across the diocese, we
closed the fiscal year with rela-
tively stable results and have
continued into the first six
months of the new fiscal year
effectively maintaining that
general stability.
I do hope within this finan-

cial report, especially in light
of this challenging year, you
will find some inspiration and
continued calling to our min-
istry as Catholics, when you
consider the ongoing financial
sustainability we have accom-
plished and continue to strive
for, together, as one church,
through our time, talent, treas-
ure, and management of the
resources availed to us
through God’s abundant
grace.  And, we would be
remiss if we did not thank all
members of our diocese that
give tirelessly within their
parishes, communities, and
throughout the diocese as a
whole.

Background
First, some quick back-

ground. For financial state-
ment and federal and state
reporting, the Catholic
Diocese of Evansville is classi-
fied as a nonprofit organiza-
tion. That designation dictates
a number of requirements in
the nature, form, and content
of our financial statement
reporting that you see here
and the way in which we
must operate.

With that being said, it may
be helpful to clarify the term
“nonprofit” as it can be a little
misleading. A nonprofit
organization is allowed to
make a profit and, in reality, a
nonprofit must strive for some
level of revenue that exceeds
its expenses to ensure its
ongoing stability and sustain-
ability. 
Without that stability and

sustainability, it could not
continue to perform its mis-
sion and ministry. So, while
for-profit organizations are
organized specifically to earn
profits for distribution to its
shareholders/owners and
nonprofit organizations are
organized specifically to exe-
cute its ministry, the nonprofit
still must seek to earn posi-

tive revenues in order to con-
tinue in its ministry.
As such, we do not seek

profit for profit’s sake, but we
do seek financial stability to
enable the ongoing ministry
of our Catholic church.
It may also be helpful to

recall that the Administrative
Offices of the Catholic
Diocese operates three major
“businesses” for the benefit of
the diocese as a whole to
which these financial state-
ments apply:

Ministries and
Administration — 16 depart-
mental operations such as
Vocations and Seminarian
support; Catholic Schools;
Youth/Young Adult;

Charities; Clergy support;
Family and Life, just to name
a few.

Deposit and Loan Bank for
Parishes — Source of Funds
and Investments for parishes

Medical, Property, and
Liability Insurance Program
— Claims coverage for
Parishes, Clergy, and
Employees

SUMMARY
FINANCIAL
ASSESSMENT
The net asset position, near

term liquidity, and availability
of assets to cover diocesan
obligations and to conduct the
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ministries of the diocese
remain stable with a general
upward trajectory over the last
6+ years.
That said, 2020 does reflect a

reduction in net assets (a net
loss). The reduction, however,
is primarily driven by three

key, one-time/extraordinary
items totaling approximately
$9.5 million in expenses:
• $3.4 million planned usage

of previously accumulated
assets (income) from the
Stewards of God’s Grace
Capital Campaign collected
over the last three years and
now used this fiscal year for

several of its intended purpos-
es, including but not limited
to:
– Construction of the new

Catholic Charities Offices
– Replacement and renova-

tion to aging windows and
doors at the Catholic Center

– Financial assistance in the
renovation of St. Benedict
Cathedral
By accounting standards,

contributions to the SOGG
campaign have been recorded
as income in each of the prior
three years but the expenses
are not recorded until the
funds are used. Therefore, $3.4
million in expenses incurred in
this fiscal year while the off-
setting income has been
recorded in prior years which
gives this year’s income state-
ment the appearance that we
spent more money than we
made (we really just made it
in prior years).
$1.5 million redistribution of

SOGG income back to the
parishes, on top of the parish-
es’ standard share of SOGG
income, as a result of them
exceeding their SOGG pledge
goals and qualifying for a
greater share of the SOGG
funds — an expense on dioce-
san books but more income to
the parishes!
$4.5 million increase in

accrued Pension liability for

the pension plan that exists for
the benefit of employees
across the diocese.
Absent these expected, but

one-time, extraordinary
expenses, the Income
Statement would reflect
approximately $3.8 million in
net income, fueled largely by
lower than anticipated insur-
ance claims expenses and
other expense reduction
efforts, which then helps us
continue to combat employee
pension liability shortfalls and
to address other financial
uncertainties brought about by
the COVID-19 pandemic.
The primary sources of rev-

enue for the diocese remain
primarily confined to:

Fees: Generated from
administering diocesan-wide
programs (50% - 60% of rev-
enue)
A key example is our self-

funded insurance programs
whereby the diocese funds
medical insurance for all cler-
gy and lay employees across
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the diocese as well as provid-
ing property and liability
insurance coverage for all
property and activities con-
ducted within the diocese

Investment income: (10% -
15% of revenue)
A key contributor to our

financial stability but suscepti-

ble to market volatility, for
which there was a great deal
during the course of fiscal
2020.

Contributions from the
Catholic Parishes Campaign:
(20% - 25% of revenue)
A primary element of fund-

ing and one managed
extremely closely so as to con-
trol the burden on our

Catholic faithful and our
parishes. While no small
number, and despite contin-
ued inflationary pressures
and growing fiscal needs in
exciting areas like Vocations,
seminary tuition, etc. for
example, the intent focus has
remained on holding the CPC
assessments as low as possi-
ble. In fact, the 5-year average
increase of 1.05% is well

lower than the same 5-year
national inflation rate
(Consumer Price Index) by
more than 50 basis points, i.e.
CPC is increasing at a much
lower rate than typical infla-
tion.

Other bequests and dona-
tions: Including in recent
years, the SOGG (5% of rev-
enue)

All of these revenue sources
begin with the faith and gen-
erosity of all of us, the
Catholic Faithful of the
Diocese of Evansville.
The primary expenses (use

of funds) come from executing
the key ministries offered by
the diocesan offices for the
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benefit of the diocese as a
whole:

Formation and Education:
Catholic Schools, Catechesis,
Youth and Young Adult
Ministries

Sacramental and
Ministerial Support: Support
of all clergy and lay that work
within the diocese

Social Outreach: Serving the
poor, poor in spirit, the under-
served, and unseen

Ecclesiastical Services to
Parishes: Vocations, Worship,
Family and Life, Tribunal,
Communications, etc.

Management and General
Operating Expenses

FINANCIAL
STATEMENT
DETAILS

The four primary financial
statements:

Statement of Financial
Position (Balance Sheet)
The Statement of Financial

Position reflects the financial
status of the organization as of
a specific point in time (in this
case June 30, 2020) showing
what it owns (assets), what it
owes (liabilities) and its Net
Assets available to continue to
conduct its mission (Assets
minus Liabilities = Net
Assets). It is the primary indi-
cator of the organization’s
general stability.

Statement of Activity
(Income Statement)
The Statement of Activity

provides the summary of the
organization’s transactions for
the year, its total revenues
minus its total expenses to
arrive at the “bottom line:”
Change in Net Assets
(Revenue minus Expenses =
Change in Net Assets or Net
Income/Loss). Again, while
not seeking profit for profit’s
sake, we seek positive change
in net assets each year to
maintain stability in managing
the ministries of the diocese.

Statement of
Functional Expenses
This was a new statement in

2019 required by Accounting
Standards Update 2016-14. It is
designed to take the expense
section of the Statement of

Activity and break it down
into common expense cate-
gories and help track how the
organization spends its money.
Most importantly, it breaks
down expenses between funds
spent on its ministries com-
pared to management and
general expenses.

Statement of
Cash Flows
The Statement of Cash

Flows is designed to display
where cash is coming from
and how it is going out and
allows an organization to
monitor if it has an adequate
supply of incoming cash to
cover its program and support
needs.
A few detailed notes from

the financial statement . . .
• Cash balances improved

in 2020 through continued
strong collection of SOGG
pledges and cash flow assis-
tance provided by the
Paycheck Protection Program,
as well as implementation of
several expense management
and spending freeze measures
during the fiscal year.
Additionally, through contin-
ued expense management and
spending freeze activity in the
new fiscal year, coupled with
steady collections from the
current Catholic Parishes
Campaign, cash balances
through the first six months of
the new fiscal year are up
about 60% as of December
2020.
• Total liabilities held steady

year over year if not for the
significant increase in the
accrued pension liability. The
pension liability is a long-term
item and its balance can be
significantly influenced posi-
tively or negatively from one
year to the next simply from
the results of the annual actu-
arial assessment. That assess-
ment involves several factors
including projections of long-
term investment returns, mor-
tality table updates, and dis-
count rates. In 2020 the liabili-
ty increased $4.5 million, on
the heels of a $4.1 million
increase in 2019, both, howev-
er, through no specific action
other than these updated actu-
arial assessments. While the
pension liability must contin-
ue to be managed very closely,
the fact that it is such a long-
term item tempers concern for
near and intermediate-term
liability positions.
• Net Assets dipped $5.7

million driven primarily by

this increase in pension liabili-
ty of $4.5 million and the
aforementioned usage of
SOGG funds totaling almost
$4.9 million. Despite the pen-
sion liability increase, near
term liquidity and asset avail-
ability remain stable and if the
long-term pension liability
were excluded, net assets are
actually up over 230% since
2015. Additionally, through
the first six months of the new
fiscal year, the Net Asset posi-
tion has improved $5.4 mil-
lion.
• Total revenue improved

slightly in 2020 driven prima-
rily by favorable investment
returns, despite significant
volatility in the market during
the last 4-5 months of the fis-
cal year.
• Expenses were up about

$2.9 million driven by the

aforementioned, planned ren-
ovation expenses at the
Catholic Center, planned con-
struction expenses for
Catholic Charities, Cathedral
renovations, and redistribu-
tion of SOGG income back to
the parishes, all in accord-
ance with plans from the
SOGG.
• The Statement of

Functional Expenses reflects
very nicely that 90% of fiscal
2020 and 88% of fiscal 2019
expenses were incurred in
direct execution of the min-
istry of the primary programs
of the diocese while only 10%
and 12%, respectively, was
incurred for Management and
General and fundraising
expenses.

NET TAKE-AWAY
AND CLOSING
COMMENTS

Increases in the unfunded
pension liability and planned
one-time spend of prior years’
SOGG income drove a net loss
on the Statement of Activity
(Income Statement) for fiscal
2020.
Absent those items, normal-

ized operations were positive.

The unfunded pension lia-
bility continues to burden the
Net Asset position in the long
term and we must continue to
monitor it closely
Near-term liquidity and Net

Asset position, however,
remains in stable condition
COVID-19 pandemic contin-

ues to drive uncertainty and
volatility in our financial out-
look that will require contin-
ued, close attention.
The insurance program

remains in strong position and
while Operation of the dioce-
san ministries remains on nar-
row margin, it still shows sta-
ble results while holding 5-
year average CPC assessment
increases to only 1.05% . . . .
That’s Good!
Challenges remain. The

results are stable and good. It
continues to reinforce our
efforts for a strong financial
plan, conscientious and dili-
gent stewardship, and effec-
tive fiscal management of the
resources you, the Catholic
faithful of the Diocese of
Evansville have entrusted to
our care. Thank you once
again for your continued com-
mitment to your parishes,
communities, and the diocese
as a whole. That’s Very Good!
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