











CENTRAL OFFICE OF THE CATHOLIC DIOCESE OF FORT WORTH

NOTES TO FINANCIAL STATEMENTS

NOTE 8. PENSION PLANS

Pension plans maintained by the Diocese cover eligible employees of the Central Office as well as those
of parishes, schools and other affiliated entities. Assets of the plans are held in trust funds managed by
independent third parties. The defined benefit plans of the Diocese cover eligible employees as follows:

A noncontributory retirement plan that provides retirement benefits to eligible priests (the “Priests’
Plan”). A priest becomes eligible to participate in the Priests’ Plan in the months following his
incardination. If a priest has served a minimum of seven years with the Diocese, he will be vested for
retirement benefits. A priest’s service is measured by his aggregate periods of service prior to his
retirement date or earlier termination from the Priests’ Plan.

A noncontributory retirement plan that provides retirement benefits for eligible employees (the
“Employee Plan™). The Employee Plan covers all employees scheduled to work at least 1,000 hours
in a calendar year and have five years of credited service for vesting status. Benefit payments are
based upon a defined benefit formula determined by plan document provisions.

The Diocese charges the Central Office and other participating entities for pension costs based on a
percentage of the each entities” payroll. This rate is determined periodically by the Diocese based upon
plan assets, liabilities, and other factors considered relevant by the Diocese. The ultimate obligation to
fund these plans is the responsibility of the Diocese. The Central Office is responsible only to the extent
of the assessment charged to it unless determined otherwise by the Diocesan Finance Council and the
Bishop in the future.

Annual Pension Cost
For the years ended June 30, 2009 and 2008, the annual pension cost and actual contributions for the
Central Office are $281,794 and $274,008, respectively.

The annual required contributions were actuarially determined as a percent of the covered payroll of the
participating employees. The Central Office is not responsible for the unfunded liability unless
determined otherwise by the Diocesan Finance Council and the Bishop in the future.

Employee Plan
The actuarial valuation information for the Employee Plan follows:
Actuarial valuation date June 30, 2009 June 30, 2008
. Actuarial cost method projected unit credit projected unit credit
Asset valuation method market value market value
Assumptions;
Investment return 8.00% 8.00%
Projected salary increases 5.50% 5.50%
Inflation 3.00% 3.00%
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CENTRAL OFFICE OF THE CATHOLIC DIOCESE OF FORT WORTH

NOTES TO FINANCIAL STATEMENTS

NOTE 8. PENSION PLANS (Continued)

The annual pension cost trend information for the Employee Plan follows:

June 30, 2009 June 30, 2008
Annual Pension Cost (APC) $ 2,239,051 $ 2,376,104
Percentage of APC Contributed 100% 100%
Net Pension Obligation $ - $ -

The funding information for the Employee Plan follows:

Actuarial valuation date June 30, 2009 June 30, 2008
Actuarial value of assets $ 19,556,533 $ 20,948,233
Actuarial accrued liability (AAL) $ 29,467,733 $ 25,208,813
Unfunded actuarial accrued liability (UAAL) $ 9,911,200 $ 4,260,580
Funded ratio 66.37% 83.10%
Annual covered payroll $ 24,165,750 $ 22,124,943
UAAL as percentage of covered payroll 41.01% 19.30%

Priests’ Plan
The actuarial valuation information for the Priests’ Plan follows:

Actuarial valuation date June 30, 2009 June 30, 2008
Actuarial cost method projected unit credit projected unit credit
Asset valuation method market value market value
Assumptions:
Investment return 8.00% 8.00%
Projected salary increases not applicable not applicable
Inflation 3.00% 3.00%

The annual pension cost trend information for the Priests’ Plan follows:

June 30, 2009 June 30, 2008
Annual Pension Cost (APC) $ 219,960 $ 226,230
Percentage of APC Contributed 100% 100%
Net Pension Obligation $ - $ -
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CENTRAL OFFICE OF THE CATHOLIC DIOCESE OF FORT WORTH

NOTES TO FINANCIAL STATEMENTS

NOTE 8. PENSION PLANS (Continued)

The funding information for the Priests’ Plan follows:

Actuarial valuation date June 30, 2009 June 30, 2008
Actuarial value of assets $ 2,682,839 $ 3,255,544
Actuarial accrued liability (AAL) $ 4,243,744 $ 4,081,278
Unfunded actuarial accrued liability (UAAL) $ 1,560,905 $ 825,734
Funded ratio 63.22% 79.77%

NOTE 9. DIOCESAN ASSESSMENTS

The Central Office charges parishes of the Diocese an assessment on weekly offertory collections as a
means to provide funds for the recurring operations of the Central Office. This assessment is calculated
on a sliding scale ranging from 1% to 9.5% of the gross offertory collections, based on the circumstances
at each parish.

In addition, the Central Office assessed approximately $170,000 and $164,000 in 2009 and 2008,
respectively, to parishes that have students enrolled at Nolan High School.

NOTE 10. DESIGNATED NET ASSETS

The accompanying financial statements include unrestricted net assets that have been designated for
various purposes. A description of these designations follows:

Net assets designated for insurance reserves are funds that have been collected by the Central Office
that are to be used to provide amounts necessary for unexpected claims in the future, or to reduce
future premiums of Diocesan entities for various insurance coverages.

Net assets designated for quasi-endowment represent funds that have been identified by the Bishop to
be invested by the Central Office.

Net assets designated for loans to related entities represent funds that are available to be loaned, or
have been loaned, to various Diocesan entities.

NOTE 11. COMMITMENTS AND CONTINGENCIES

The Central Office manages the claims against the Diocese. At June 30, 2009, the Diocese is subject to
various claims and legal proceedings covering a wide range of matters that arise in the ordinary course of
its activities. The outstanding claims and litigation are covered by commercial insurance. The deductible
on insurance claims is $100,000 per occurrence. Management believes that any liability that may
ultimately result from the resolution of these matters will not have a material adverse effect on the
financial condition or results of operations of the Central Office.
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CENTRAL OFFICE OF THE CATHOLIC DIOCESE OF FORT WORTH

NOTES TO FINANCIAL STATEMENTS

NOTE 12. INSURANCE PLANS

The Central Office maintains a workers’ compensation plan for the employees of Diocesan parishes,
schools, and other affiliated entities (the “participants”) and a multi-peril insurance plan. Both plans are
partially self-insured through a high deductible. The Central Office has a fully-insured plan for the health
insurance needs of the participants. The Central Office acts as billing agent for the multi-peril insurance
plan. The parishes and schools calculate the monthly premium for the workers compensation plan and
remit the premiums to the Central Office. These calculations are made under parameters set by the
Central Office and are reviewed periodically by the Central Office. The health insurance plan is
administered by a third party, and the Central Office does not participate in billing the premiums to the
parishes and schools. Included in expenses are actual costs and claims paid plus management’s estimates
of any additional ultimate loss which may change materially in the near term.

NOTE 13. DUE FROM AFFILIATE

The Central Office is affiliated with the Foundation, as both are governed by the Diocese. A total of
$50,073 and $62,244 is due from the Foundation at June 30, 2009 and 2008, respectively, and is reflected
as an asset in the accompanying financial statements. These amounts are primarily for withdrawals from
the Catholic Schools Trust advanced by the Central Office.

NOTE 14. FAIR VALUE OF ASSETS AND LIABILITIES

Effective July 1, 2008, the Central Office adopted Statement of Financial Accounting Standards No. 157,
Fair Value Measurements (SFAS No. 157). SFAS No. 157 defines fair value, establishes a framework
for measuring fair value and expands disclosures about fair value measurements. SFAS No. 157 has been
applied prospectively as of the beginning of the year.

SFAS No. 157 defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. SFAS No. 157
also establishes a fair value hierarchy which requires an entity to maximize the use of observable inputs
and minimize the use of unobservable inputs when measuring fair value. The standard describes three
levels of inputs that may be used to measure fair value:

Level 1 Quoted prices in active markets for identical assets or liabilities.

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar
assets or liabilities; quoted prices in markets that are not active; or inputs that are
observable or can be corroborated by observable market data for substantially the

full 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.
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CENTRAL OFFICE OF THE CATHOLIC DIOCESE OF FORT WORTH

NOTES TO FINANCIAL STATEMENTS

NOTE 14. FAIR VALUE OF ASSETS AND LIABILITIES (Continued)

Following is a description of the valuation methodologies used for assets and liabilities measured at fair
value on a recurring basis and recognized in the accompanying statements of financial position, as well as
the general classification of such assets and liabilities pursuant to the valuation hierarchy.

The recorded value of the loans receivable - affiliates, deposits payable — affiliates, and notes payable
approximates their fair value, as interest approximates market rates. The recorded values cash and cash
equivalents, accounts receivable, and accounts payable approximate their fair values based on their short-
term nature.

Investments

Where quoted market prices are available in an active market, securities are classified within Level 1 of
the valuation hierarchy. Level 1 securities include publically traded stocks, mutual funds, certificates of
deposit, and money market funds. If quoted market prices are not available, then fair values are estimated
by using pricing models, quoted prices of securities with similar characteristics or discounted cash flows.

The following table presents the fair value measurements of assets and liabilities recognized in the
accompanying statement of financial position measured at fair value on a recurring basis and the level
within SFAS No. 157 fair value hierarchy in which the fair value measurements fall at June 30, 2009.

Fair Value Measurements Using

Level 1 Level 2 Level 3 Fair Value
Investments $ 7,367,171 $ 268,696  $ - $ 7,635,867
Interest rate swap - (278,999) - (278,999)
Total $ 7,367,171 $ (10,303) $ - $ 7,356,868

NOTE 15. ASSETS DESIGNATED FOR PERMANENT ENDOWMENT

Net assets designated for quasi-endowment represent funds that have been identified by the Bishop to be
invested by the Central Office. The income may be expendable to support operations. Endowment net
assets are unrestricted and amount to $3,022,710 and $6,894,901 for the years ended June 30, 2009 and
2008, respectively. The changes in the endowment for the years ended June 30, 2009 and 2008, follows:

2009 2008

Balance at beginning of year $ 6,894,901 $ 7,935,042
Investment income, net 67,131 153,029
Net realized and unrealized loss (514,159) (770,290)
Grants - (44,918)
Appropriation for expenditures (157,331) (377,962)
Released from designation (3,267,832) -
Balance at end of year $ 3,022,710 $ 6,894,901
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CENTRAL OFFICE OF THE CATHOLIC DIOCESE OF FORT WORTH

NOTES TO FINANCIAL STATEMENTS

NOTE 15, ASSETS DESIGNATED FOR PERMANENT ENDOWMENT (Continued)

Return Objectives and Risk Parameters

The objective of the investment program is to enhance the Central Office’s portfolio through capital
appreciation and reinvestment of income above required needs. The Diocesan Finance Council
recognizes that this objective can be met over time only if the purchasing power of the investment
portfolio is increased on a real dollar (inflation-adjusted) basis. Therefore, the Central Office’s goal is to
achieve a premium of four percent (4%) over the rate of inflation as measured by the Consumer Price
Index over a five-year time horizon,

In order to meet the objectives for capital growth, the following guidelines are established with respect to
the proportions of equities and fixed income securities held in the portfolio:

1) The equity exposure will not exceed seventy percent (70%) of the portfolio at market value. A
high level of diversification across industry and individual holdings will be maintained. The
maximum exposure to any industry shall be 20% of the total portfolio’s market value and the
maximum exposure to an individual security shall be 8% of the total portfolio’s market value.
The majority of holdings shall be listed on a major exchange to take advantage of listing
requirements, disclosure rules, and to improve liquidity. Prudent standards of quality will be
developed and maintained by the investment manager. Companies whose securities are held
should exhibit strong financial position and have a record of profitable operating results. It is
expected that the majority of issues held shall be B+ or better rated securities by Standard &
Poor’s Corp. and the average rating of stocks shall meet this minimum test. The preference is for
high quality dividend paying securities.

2) The fixed income exposure will be a minimum of thirty percent (30%) of the portfolio at market
value. Except for U.S. Treasury and Agency obligations, the debt portion of the portfolio shall
not contain more than ten percent (10%) from any given issuer. Maturity should be limited to
fifteen years or less. The average maturity must not exceed eight years. The average quality
rating of the fixed income portion of the portfolio should be A rated or better. The total
percentage of the non-convertible fixed income portion rated less than A may not exceed ten
percent (10%). '

It is recognized that there may be times when the investment manager wishes to hold cash equivalents,
based on the near-term market outlook. The manager has the discretion to do so within the context of this
longer term allocation policy.

Strategies Employed for Achieving Objectives
All investment decisions on behalf of the Central Office shall be based upon and consistent with the
above priorities. Specifically, it is desired that the following mix of investments be maintained:

Equities 70% or less

Fixed income/cash 30% or more
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CENTRAL OFFICE OF THE CATHOLIC DIOCESE OF FORT WORTH

NOTES TO FINANCIAL STATEMENTS

NOTE 15. ASSETS DESIGNATED FOR PERMANENT ENDOWMENT (Continued)

The Central Office shall select manager(s) that will routinely monitor economic and market conditions as
well as Central Office cash flow requirements and will adjust the portfolio accordingly. In addition, the
manager(s) will diversify the use of investment instruments, maturities, and individual financial
institutions to avoid unreasonable risk inherent in over-investing in specific instruments, maturities, or
individual financial institutions.

Spending Policy and How the Investment Objectives Relate to Spending Policy

It is anticipated that annual distributions that total five percent (5%) of the average market value of the
Endowment’s assets at January 1% over the past five rolling years may be withdrawn quarterly for
disbursement to support the Central Office.
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