DIOCESE OF PORTLAND
OFFICE OF THE BISHOP

December 2021
Dear Sisters and Brothers in Christ:

We are once again approaching the end of another year. What a year it has been! I am sure that you
join me in praying for the continued protection of everyone in this time of pandemic. The year began
with hope that vaccines would open a way forward. Unfortunately, the arising variants have reminded
us that we are not free of the COVID-19 virus. It is going to be with us for a while. We will cope with
it through the safety measures we each take on behalf of our care for each other.

Despite the dislocations and challenges the pandemic has caused, the Catholic community in
Maine can be proud of the efforts we have made to continue our mission. Our Maine Catholic schools
offer in-person education five days a week. Our churches are open once again for the celebration of
the sacraments. Some people are still uncomfortable attending Mass in person. Parishes, therefore,
continue to provide a virtual option to remain connected with their parishioners. Parishes also
continue to innovate in providing religious education, social events, and times of prayer of all kinds
through the Internet. Through it all, Maine Catholics have done everything they can to care for each
other. I am very proud and grateful for the ways in which the offices of the diocesan Chancery have
assisted our parishes with so many of these new efforts.

As 1 present this annual financial report to you, then, I do it with deep gratitude for the generosity
of the people of the diocese which makes this work that we do for one another possible. The audited
report should provide you with the assurance that your gifts are being used for the purposes they are
given. The transparency, accountability, and standards reflected in this report depend on the selfless,
day-to-day service of our priests and parish leadership, the expertise of the Diocesan Finance Office,
and the wise guidance of the Diocesan Finance Council. To all of them, I express my profound
appreciation. The Catholic Church in Maine relies on your generous support to fund the ministries
that serve our brothers and sisters throughout the state. The work of the Church is made possible
only through your personal prayer, active involvement, and financial contributions. Your generosity
during this time of pandemic has been particularly noteworthy. To all of you who have continued to
support the mission of the Church in your parishes and the diocese, I express my heartfelt gratitude.
Summaries such as this financial statement serve to remind us of the deep commitment to carry on
the mission the Lord has entrusted to his Church we share. It is also a reminder of the work we have
yet to bring to completion. And for that, I ask your continued support.

With prayerful best wishes for a blessed Christmas and new year for you and those you love, I remain,
Sincerely yours in Christ,

4—%6’:&4&,

1t Most Reverend Robert P. Deeley, J.C.D.
Twelfth Bishop of Portland

510 OCEAN AVENUE, PORTLAND, ME 04103-4936 - TEL (207) 773-6471 - FAX (207) 773-0182



Roman Catholic Diocese of Portland - Finance Council

We are pleased to present you with this
summary financial report for the Roman Catholic
Diocese of Portland (including its parishes,
schools, and cemeteries) for the fiscal year ended
June 30, 2021.

The Diocese of Portland Finance Council
is one of three primary advisory bodies to
the Bishop, along with the Pastoral Council
and the Presbyteral (Priests) Council. The
establishment of the Finance Council by the
Bishop is required by canon law. Its membership
consists of the Bishop, the Moderator of the
Curia, the Chancellor, and a majority of volunteer
laypeople often with professional backgrounds
in areas such as civil law, finance, development,
communications, investments, insurance, and real
estate. Its purpose is to advise the Bishop on the
development and implementation of strategies
designed to ensure the financial soundness of
the diocese, oversee (but not manage) diocesan
financial operations, and assist the Bishop in
achieving transparency in diocesan financial
reporting. The Finance Council makes specific
recommendations to the Bishop on policies,
procedures, and actions, and monitors the
implementation of recommendations that have
been accepted by the Bishop.

Jim Geary, Finance Council Chair

Message from the Chief Financial Officer

A subset of the Finance Council is the
Audit & Budget Committee comprised of all
volunteer laypeople. Committee members are
knowledgeable and experienced in accounting,
auditing, and financial management. The
primary responsibilities of the Committee
are to oversee development of the diocesan
budget and to oversee the annual audit
process.

Independent external auditors meet with
the Audit & Budget Committee as part of their
planning process for the annual examination
of diocesan finances. Upon completion of
the audit, the Committee again meets with
the auditors to review their findings and
recommendations. It also meets with the
diocesan internal auditor to assure that internal
audits of parishes, schools, and cemeteries are
adequately performed. The Committee reports
the results of these meetings to the Finance
Council, with the external auditors present, and
calls for any action needed to ensure sound
fiscal management.

At all meetings, we encourage open and
sincere discussions with and among members,
and we are grateful for their commitment and
dedication.

William Sawyer, Audit & Budget Committee Chair

Fiscal Year 2021 again was far from an average year for the Diocese of Portland. The
pandemic, and the resulting state-mandated restrictions, limited the size of assemblies for
most of the fiscal year. COVID-19, therefore, had a serious impact on offertory across the
state for the entire 2021 financial year. Income, however, was extraordinary, and through
the generosity of our parishioners, the Catholic Appeal exceeded expectations.
Cash did manage to grow by $5.6 million due to an additional $2.5 million of Paycheck
Protection Program II (PPP-II) loans (long-term debt). Retiree pension and health obligations
declined $8.2 million due to investment gains and increases in the discount rates. Net Assets
Without Donor Restrictions increased by $17.5 million, and Net Assets With Donor Restrictions
improved by $29.5 million, resulting in a total net asset increase of $47 million, mostly due to exceptional

investment gains.

Financial results from ordinary operations show a $6 million surplus due to the recognition of

$6.8 million of PPP debt forgiveness. Revenue accounts were mostly flat in comparison to last year,
except for parish offertory which was down more than $500,000 compared to last year. Total operating
expenses were also down $1.8 million due to the state-mandated limits on churches’ maximum

capacities. Hopefully, with your help, we can grow the offertory this fiscal year to keep funding diocesan

and parish programs across the state now that our churches are open without any state-mandated

occupancy restrictions.




With offertory and the Appeal revenue down on a combined basis, investment return has become more
critical because parishes and the diocese depend on income from savings and endowments to pay their bills.
Thankfully, investment performance came back strong across most investment asset classes and finished up
$33.5 million. That total is more than $28.1 million above last year’s gains. Distributions are made based on
4% of a twelve trailing quarter average, and consequently, distributions are generally not impacted greatly
from year to year if the long-term trend is positive. To keep pace with rising costs, it is essential that we
grow our endowment investments, so the income from those investments grows. We encourage the faithful
to add to endowments benefitting parishes, schools, the diocese, and other Catholic entities by giving to the
diocese or to the Catholic Foundation of Maine, now or in their wills, for the benefit of those entities.

As mentioned, retirement obligations decreased by $8.2 million this year. The discount rate used by
actuaries to project pension and clergy retiree health obligations is based on prevailing interest rates.

A higher discount rate pushes down retirement obligations. The discount rate increased for the year.

The higher discount rate, exceptionally high investment returns, and planned contributions drove the
retirement obligations and retirement expenses lower. The diocese also established a trust for the Priest
Medical Benefits Program in FY20 which grew to almost $6.0 million in FY21. Also this year, due to a very
generous donation, the Father Feeney Fund was created to help our retired priests age in place.

In summary, what was anticipated to be a very difficult year saw a surplus from operations mainly due
to the PPP forgiveness, extraordinary investment gains, and a large decrease in pension liability. These
trends, though extremely favorable this year, cannot be counted upon in the long term. This was a truly
unusual year, and we can't depend on the markets to continue to fuel our investments and commitment to
ministries and services. It is more important now than ever that our Appeal funds and parish offertory grow
in the years ahead. The wonderful work being done in Maine is not something we can do on our own, but
together, we can make a difference in the lives of many. Please consider making an additional gift to your
parish and the Catholic Appeal if you are able.

Costs for Sexual Abuse

During Fiscal Year 2021, the cost attributable to sexual misconduct was $161,000 for victim
assistance, victim counseling, and legal expenses. Of that amount, $125,000 was for investigations
and legal costs, some of which was paid by the insurance program. The remaining balance, virtually
all for victim assistance and assistance to the accused, was paid from diocesan reserves and investment
income. An additional $244,000 was spent on child protection programs.

The Financial Statements

A Combined Statement of Financial Position is shown in Exhibit I on the next page. Cash assets
increased in value by $5.6 million aided by $2.5 million of PPP-II loans. Retirement plan obligations
decreased by $8.2 million.

The Combined Statement of Activities shown in Exhibit I depicts the revenues and expenses for the
entire diocese. Net operating revenue went from a $1.2 million surplus in FY20 to a surplus of almost
$9.0 million in FY21. Total Net Assets increased by $47.0 million in FY21.

Exhibit III provides some insight into the size of Chancery operations. Sources of revenue and
functional expenses are depicted.

Commitment to Accountability

Our resources are provided through the generosity of the faithful. In return, we must be accountable

for the use of those resources. Our audited financial statements are now available on our website. 1
hope these financial reports are informative and helpful. Thank you!

Peace and God bless,

Scott Graff, CPA
Chief Financial Officer
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