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INDEPENDENT AUDITORS’ REPORT

Finance Council
Diocese of Yakima Capital Revolving Program
Yakima, Washington

Opinion

We have audited the accompanying financial statements of the Diocese of Yakima Capital Revolving
Program (the CRP) (a nonprofit organization), which comprise the statements of financial position as of
June 30, 2023 and 2022, and the related statements of activities and cash flows for the years then ended,
and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the CRP as of June 30, 2023 and 2022, and the changes in its net assets and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of the
CRP and to meet our other ethical responsibilities in accordance with the relevant ethical requirements
relating to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Responsibilities of Management 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, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the CRP’s ability to continue as a
going concern within one year after the date that the financial statements are available to be issued.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with auditing standards generally
accepted will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with auditing standards generally accepted, we:
e [Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 CRP’s internal control. Accordingly, no such opinion is
expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the CRP’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Dingue, Barecor & ssociates PLLE

Spokane Valley, Washington
September 6, 2023



Diocese of Yakima Capital Revolving Program
Statements of Financial Position
June 30, 2023 and 2022

ASSETS 2023 2022
Assets
Cash and cash equivalents 1,539,771 953,651
Investments 36,502,620 32,714,707
Notes receivable 7,278,985 5,137,460
Total assets 45,321,376 38,805,818
LIABILITIES AND NET ASSETS
Liabilities
Deposits held for others 45,303,703 38,788,812
Accounts payable and accrued liabilities 17,673 17,006
Total liabilities 45,321,376 38,805,818
Net assets without donor restrictions - -
Total liabilities and net assets 45,321,376 38,805,818

See accompanying notes to financial statements.



Diocese of Yakima Capital Revolving Program
Statements of Activities
Years Ended June 30, 2023 and 2022

2023 2022

Revenues

Investment return $ 1,841,529 $  (2,338,172)
Expenses

Legal and professional fees 10,962 14,779

Administrative fees 26,860 63,052

Total expenses 37,822 77,831

Operating income (loss) 1,803,707 (2,416,003)
Distributions to program depositors 1,803,707 (2,416,003)
Changes in net assets without donor restrictions - -
Net assets without donor restrictions, beginning of year - -
Net assets without donor restrictions, end of year $ - $ -

See accompanying notes to financial statements.



Diocese of Yakima Capital Revolving Program
Statements of Cash Flows
Years Ended June 30, 2023 and 2022

2023 2022
Increase (Decrease) in Cash and Cash Equivalents
Cash flows from operating activities
Cash received from interest and dividends 1,213,200 $ 570,740
Cash paid to vendors (105,937) (152,511)
Net cash from operating activities 1,107,263 418,229
Cash flows from investing activities
Purchases of investments (11,332,303) (23,040,930)
Proceeds from sale of investments 8,241,501 20,981,670
Advances on notes receivable (2,600,000) (1,460,000)
Payments on notes receivable 458,475 891,418
Net cash from investing activities (5,232,327) (2,627,842)
Cash flows from financing activities
Proceeds from deposits held for others 9,539,452 8,100,739
Payments on deposits held for others (4,828,268) (5,959,108)
Net cash from financing activities 4,711,184 2,141,631
Net change in cash and cash equivalents 586,120 (67,982)
Cash and cash equivalents, beginning of year 953,651 1,021,633
Cash and cash equivalents, end of year 1,539,771 § 953,651

See accompanying notes to financial statements.



Diocese of Yakima Capital Revolving Program
Statements of Cash Flows (Continued)
Years Ended June 30, 2023 and 2022

2023 2022
Reconciliation of Changes in Net Assets to Net Cash
From Operating Activities
Changes in net assets $ - $ -
Adjustments to reconcile changes in net assets to net
cash from operating activities
Realized gain on investments (57,725) (405,528)
Unrealized (gain) loss on investments (639,386) 3,247,356
Distribution of quarterly earnings to program depositors 1,803,707 (2,416,003)
Change in liabilities:
Accounts payable and accrued liabilities 667 (7,596)
Net cash from operating activities $ 1,107,263 $ 418,229

See accompanying notes to financial statements.



Diocese of Yakima Capital Revolving Program
Notes to Financial Statements
Years Ended June 30, 2023 and 2022

1. Organization and Summary of Significant Accounting Policies:
a. Organization

The Corporation of the Catholic Bishop of Yakima — Diocesan Administration (the
Corporation), a nonprofit organization, was created on June 23, 1951, and serves 39 parishes,
4 missions, and various other institutions in seven counties in the state of Washington. The
parishes and missions consist of churches, while the institutions consist primarily of schools
and cemeteries. Under canonical law, the parishes and institutions are considered separate
juridical persons.

Historically, the Diocesan Administration had included the investments of the parishes and
institutions in its financial statements. On October 22, 2010, investments, other than those
relating to gift annuities, notes receivable, and deposits payable from the parishes and
institutions, were transferred from the Diocesan Administration to a new entity called the
Diocese of Yakima Capital Revolving Program (the CRP). This was done to clarify the civil
and canonical relationships between the Diocesan Administration and the parishes and
institutions, and to document the equitable ownership of the assets transferred as property
belonging to the separate entities. These financial statements include only the accounts of the
Diocese of Yakima Capital Revolving Program.

b. Summary of Significant Accounting Policies

Basis of presentation — Financial statement presentation follows the recommendations of the
Financial Accounting Standards Board (FASB). The CRP is required to report information
regarding its financial position and activities according to two classes of net assets: with donor
restrictions and without donor restrictions. The CRP has no net assets with donor restrictions.

Use of 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 revenues and expenses during the reporting period. Actual results could
materially differ from those estimates.

Cash and cash equivalents — The CRP considers all highly liquid investments with maturity
dates of three months or less to be cash and cash equivalents. The CRP maintains its cash and
cash equivalent accounts at financial institutions which, at times, may exceed federally insured
limits.

Investments — Investments in equity securities with readily determinable fair values and all
debt securities are carried at fair value based on quoted market values. Unrealized gains and
losses are included in the change in net assets without donor restrictions. The CRP holds
various investments, and the underlying investment securities are exposed to various risks,
such as interest rate, market, and credit risks.

Fair value measurements — Fair value is defined as the price that would be received to sell an
asset or paid to transfer a liability (i.e., the “exit price) in an orderly transaction between
market participants at the measurement date.



Diocese of Yakima Capital Revolving Program
Notes to Financial Statements (Continued)
Years Ended June 30, 2023 and 2022

1. Organization and Summary of Significant Accounting Policies (continued):
b. Summary of Significant Accounting Policies (continued)

Fair value measurements (continued) — The CRP classifies its investments based upon an
established 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 are
described below:

e Level 1 — Unadjusted quoted prices in active markets that are accessible at the
measurement date for identical, unrestricted assets or liabilities.

e Level 2 — Quoted prices in markets that are not considered to be active or financial
instruments without quoted market prices, but for which all significant inputs are
observable, either directly or indirectly.

e Level 3 — Prices or valuations that require inputs that are both significant to the fair
value measurement and unobservable.

Investments are stated at fair value, which is determined by using market quotations and other
information available at the valuation date.

The CRP has bond and equity funds that are held with Christian Brothers Investment Services
(CBIS). CBIS is a specialized investment asset management firm that works exclusively with
Catholic institutions and their fiduciaries. Assets held by CBIS are exempt from filing with the
Securities and Exchange Commission and, as a result, are not considered actively traded in
public markets.

Notes receivable — Notes receivable represent credit extended to depositors, which consists of
related entities and other Catholic related organizations. Credit is extended based upon
evaluation of the borrowing entity’s financial condition and other factors. Notes are
collateralized by deposits held by the CRP. Interest is charged monthly between 4 and 6
percent on outstanding balances, with the length of terms for all notes set at 10 years. Loans
are reported at the current or existing principal value, which approximates fair value.
Management has determined that an allowance is not considered necessary, as they consider all
the amounts to be fully collectible.

Off-statement of financial position credit exposures — In the normal course of business, the
CRP makes commitments to extend lines of credit to meet the financing needs of the parishes
and institutions it serves. At June 30, 2023 and 2022, the CRP had outstanding commitments
to fund construction and other projects of approximately $600,000 and $2,348,000,
respectively.

Outstanding commitments are letters that outline the terms and conditions of the credit to be
granted. The total commitment amount does not necessarily represent future cash requirements
since construction costs may not total the amount the CRP agreed to lend. The borrower must
fulfill the requirements outlined in the loan agreement. The terms and conditions set forth in
the loan agreements are comparable to those given to existing borrowers and are subject to the
same credit policies and approval process that are followed for the granting of loans. The
commitments generally have fixed expiration dates or other termination clauses.



Diocese of Yakima Capital Revolving Program
Notes to Financial Statements (Continued)
Years Ended June 30, 2023 and 2022

1. Organization and Summary of Significant Accounting Policies (continued):
b. Summary of Significant Accounting Policies (continued)

Off-statement of financial position credit exposures (continued) — These instruments are not
reflected as liabilities on the accompanying statements of financial position since they
represent contractual obligations that may require the use of cash in the future. They involve,
to varying degrees, elements of credit and interest rate risk that are not recognized in the
accompanying statements of financial position. The contractual amount of these financial
instruments represents the maximum possible credit risk should the counterparties draw down
the commitment. The commitments may expire without being drawn.

To provide for the risk of loss inherent in these off-balance sheet financial instruments, the
CRP estimates an allowance for credit losses based on the following factors:

e Changes in the economic environment, including current contribution levels at the
parishes or other entities

o  Credit risk factors for loans outstanding to similar entities
e Probability of drawdown by the entity

e Terms and expiration dates of the unfunded credit facilities
o Estimated realizable value of collateral

Based on the CRP’s assessments, no allowance was recorded for credit losses as the full
amount of any future draws is expected to be collectible.

Deposits held for others — The CRP provides a means for the various parishes, institutions,
and other Catholic related organizations to maintain deposits. These deposits are classified as a
liability and are held in the CRP investment accounts. All deposits held for others are payable
on demand.

Administrative fees — The CRP is managed by the employees of the Diocesan Administration.
The CRP pays a flat fee monthly for these services.

Income taxes — The CRP is a tax-exempt organization qualifying under Section 501(c)(3) of
the Internal Revenue Code. The CRP is exempt from filing tax returns under the Catholic
Directory exemption. Income from certain activities not directly related to the CRP’s tax-
exempt purpose would be subject to taxation as unrelated business income. In accordance with
requirements related to accounting for uncertainties in income taxes, the CRP has determined
they have no uncertain tax positions at June 30, 2023 and 2022.

Reclassifications — Certain reclassifications have been made to the 2022 financial statements
to conform to the classifications used in the 2023 financial statements, with no effect on
previously reported changes in net assets.

Subsequent events — Subsequent events have been reviewed through September 6, 2023, the
date on which the financial statements were available to be issued.



Diocese of Yakima Capital Revolving Program
Notes to Financial Statements (Continued)
Years Ended June 30, 2023 and 2022

2. Liquidity and Availability of Financial Assets:

As described in Note 1, the CRP holds the investments for the Diocesan Administration, parishes,
and institutions within the Yakima Diocese. At year end, all investment income earned by the CRP
is transferred to each entity’s account. Therefore, at the fiscal year end, the CRP has no liquid
assets to report. The CRP’s operating expenses are funded by the investment earnings each year.

3. Investments:

Investments consisted of the following amounts:

2023 2022
Money market funds $ 14,384,562 $ 11,781,279
Investments in CBIS
Fixed income
Catholic responsible investment short duration bond fund 1,290,842 1,383,451
Catholic responsible investment bond fund 10,220,005 10,964,283
Catholic responsible investment opportunistic bond fund 1,293,878 1,369,415
Fixed income total 12,804,725 13,717,149
Equity
Catholic responsible investment international equity fund 1,207,202 898,699
Catholic responsible investment equity index fund 5,945,866 4,545,023
Catholic responsible investment small cap fund 552,170 492,990
Equity total 7,705,238 5,936,712
Total investments in CBIS 20,509,963 19,653,861
Investments in Dimensional Fund Advisors (DFA)
Equity
DFA international social core equity portfolio 1,099,506 848,769
DFA emerging markets social core equity portfolio 508,589 430,798
Total investments in DFA 1,608,095 1,279,567

$ 36,502,620 § 32,714,707

Investment income (loss) and gains on investments consist of the following for the years ended
June 30, 2023 and 2022:

2023 2022
Investment return
Interest and dividends $ 1,213,200 $ 570,740
Realized gains on sale of securities 57,725 405,528
Less broker and bank fees (68,842) (67,094)
Unrealized gains (losses) 639,386 (3,247,356)

$ 1,841,469 § (2,338,182)




Diocese of Yakima Capital Revolving Program
Notes to Financial Statements (Continued)
Years Ended June 30, 2023 and 2022

4. Fair Value Measurements:

The fair value of investment securities is the market value based on quoted market prices, when
available, or market prices provided by recognized broker dealers. The following tables disclose,
by level within the fair value hierarchy, the CRP’s assets measured and reported at fair value on a

recurring basis:

2023
Level 1 Level 2 Level 3 Total
Money market funds $ 14384562 $ - - $ 14,384,562
Investments in CBIS
Fixed income
Catholic responsible investment short duration bond fund - 1,290,842 - 1,290,842
Catholic responsible investment bond fund - 10,220,005 - 10,220,005
Catholic responsible investment opportunistic bond fund - 1,293,878 - 1,293,878
Equity
Catholic responsible investment international equity fund - 1,207,202 - 1,207,202
Catholic responsible investment equity index fund - 5,945,866 - 5,945,866
Catholic responsible investment small cap fund - 552,170 - 552,170
Investments in DFA
Equity
DFA international social core equity portfolio - 1,099,506 - 1,099,506
DFA emerging markets social core equity portfolio - 508,589 - 508,589
$ 14,384,562 $ 22,118,058 - $ 36,502,620
2022
Level 1 Level 2 Level 3 Total
Money market funds $ 11,781,279 $ - - $ 11,781,279
Investments in CBIS
Fixed income
Catholic united investment trust short bond fund - 1,383,451 - 1,383,451
Catholic united investment trust intermediate diversified bond - 10,964,283 - 10,964,283
Catholic united investment trust opportunistic bond fund - 1,369,415 - 1,369,415
Equity
Catholic united investment trust international equity fund - 898,699 - 898,699
Catholic united investment trust core equity index fund - 4,545,023 - 4,545,023
Catholic united investment trust small cap equity index fund - 492,990 - 492,990
Investments in DFA
Equity
DFA international social core equity portfolio - 848,769 - 848,769
DFA emerging markets social core equity portfolio - 430,798 - 430,798
$ 11,781,279 $ 20,933,428 - $ 32,714,707
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Diocese of Yakima Capital Revolving Program
Notes to Financial Statements (Continued)
Years Ended June 30, 2023 and 2022

5. Functional Expenses:

The table below presents expenses by both their nature and their function as follows:

2023
Management Total
Program and General Fundraising Expenses
Legal and professional fees 1,462 $ 9,500 $ - 10,962
Administrative fees - 26,860 - 26,860
Total expenses 1,462 $ 36,360 $ - 37,822
2022
Management Total
Program and General Fundraising Expenses
Legal and professional fees 5,779 $ 9,000 $ - 14,779
Administrative fees - 63,052 - 63,052
Total expenses 5,779 $ 72,052 $ - 77,831
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