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INDEPENDENT AUDITOR'S REPORT
To the Board of Directors and Audit Committee of the
Oblate Missionary Society, Inc.
391 Michigan Avenue, NE
Washington, DC 20017
We have audited the accompanying financial statements of Oblate Missionary Society, Inc., which
comprise the statements of financial position as of June 30, 2017 and 2016, and the related
statements of activities and changes in net assets without donor restrictions, statements of
restricted activities and changes in net assets with donor restrictions, functional expenses 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 auditor’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 express 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.
-1-

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Oblate Missionary Society, Inc. as of June 30, 2017 and 2016, and its
changes in net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.
Report on Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The supplemental schedules included on page 23 is presented for purposes of additional
analysis and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.


Smithtown, NY
November 14, 2017
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Oblate Missionary Society, Inc.
Financial Statements
June 30, 2017 and 2016

OBLATE MISSIONARY SOCIETY, INC.
STATEMENTS OF FINANCIAL POSITION
JUNE 30,

2017
ASSETS
Cash
$ 4,496,246
Postage on deposit and prepaid expenses
121,862
Legacies and other receivables
3,093,891
Mailing supplies, net of reserve
510,433
Inventory of religious articles, net of reserve
1,056,385
Trust funds receivable
2,990,782
Property and equipment, net of accumulated depreciation
1,971,993
Total assets

2016
$ 1,758,899
255,046
1,145,804
665,522
1,085,965
3,088,625
1,917,066

$ 14,241,592

$ 9,916,927

LIABILITIES AND NET ASSETS
Liabilities
Accounts payable
Accrued wages, taxes and benefits
Capital lease payable
Due to affiliated entities
Total liabilities

$

647,510
762,319
221,742
2,287,476
$ 3,919,047

$

Net Assets
Without donor restrictions
With donor restrictions
Total net assets

$ 7,331,763
2,990,782
$ 10,322,545

$ 4,450,218
3,088,625
$ 7,538,843

$ 14,241,592

$ 9,916,927

Total liabilities and net assets

421,653
749,351
311,207
895,873
$ 2,378,084

The accompanying notes are an integral part of these financial statements.
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OBLATE MISSIONARY SOCIETY, INC.
STATEMENTS OF ACTIVITIES AND CHANGES IN
NET ASSETS WITHOUT DONOR RESTRICTIONS
FOR THE YEARS ENDED JUNE 30,

Without donor restrictions
Support from the Public:
Fund raising contributions
Donor development contributions
Split interest gifts
Trust grants
Legacies and bequests
Total support from the public
Revenue:
Grotto Spiritual Center
Name rental royalties
Contributed rent
Other revenues
Total revenue

2017

2016

$ 23,935,999
1,650,766
223,292
17,557
10,895,414
$ 36,723,028

$ 23,006,867
2,751,351
777,697
19,566
4,563,105
$ 31,118,586

$

1,083,342
290,782
1,220,820
104,879
2,699,823

$ 1,112,627
352,883
1,220,960
172,991
$ 2,859,461

$
19,497
$ 39,442,348

$
41,000
$ 34,019,047

$ 12,329,925
932,601
15,294,260
$ 28,556,786

$ 8,141,909
1,007,734
17,465,627
$ 26,615,270

$

$

Assets released from donor restrictions:
Total support and revenue
Expenses:
Program Services:
Support of Oblate Ministries
Grotto Spiritual Center
Evangelization
Total program services
Supporting Services:
Fund raising
Donor development
Management and general
Total supporting services
Total program and supporting services

2,993,415
3,215,480
1,812,122
$ 8,021,017
$ 36,577,803

$ 4,743,930
1,934,716
1,258,106
$ 7,936,752
$ 34,552,022

Other changes in net assets without donor restrictions:
Inventory reserve recovery

$

17,000

$

Change in net assets without donor restrictions for year
Net assets without donor restrictions at beginning of year

$

2,881,545
4,450,218

$

Net assets without donor restrictions at end of year

$

7,331,763

$ 4,450,218

The accompanying notes are an integral part of these financial statements.
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17,000
(515,975)
4,966,193

OBLATE MISSIONARY SOCIETY, INC.
STATEMENTS OF RESTRICTED ACTIVITIES AND CHANGES IN
NET ASSETS WITH DONOR RESTRICTIONS
FOR THE YEARS ENDED JUNE 30,

With donor restrictions
Support from the Public:
Trust grants
Revenue:
Unrealized gain (loss) in donor restricted assets
Other changes in donor restricted net assets:
Assets released from restrictions

2017
$

120,364

2016
$

360,692

(198,710)

(268,631)

(19,497)

(41,000)

Change in net assets with donor restrictions for year
Net assets with donor restrictions at beginning of year

$

(97,843)
3,088,625

$

51,061
3,037,564

Net assets with donor restrictions at end of year

$

2,990,782

$

3,088,625

$

2,881,545
(97,843)

$

(515,975)
51,061

$

2,783,702

$

(464,914)

Change in net assets for year:
Without donor restrictions
With donor restrictions
Total change in net assets

The accompanying notes are an integral part of these financial statements.
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OBLATE MISSIONARY SOCIETY, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2017

-------------------Program Services------------------Support of
Oblate
Ministries
Grants in support of Oblates Ministries
Automobile and travel
Bank and service fees
Consultants and creative fees
Contributed rent expense
Depreciation
Equipment leases and rentals
Equipment repairs and maintenance
Maintenance, utilities and insurance
Mass stipends and charitable donations
Memberships, dues and subscriptions
Name rentals and exchanges
Postage and freight
Printing and production
Professional fees
Religious articles, worship aids and cards
Salaries, stipends and benefits
Space ads
Supplies
Telemarketing
Telephone
Website/E-mail expenses
Total expenses

Grotto
Spiritual
Center

$ 12,329,925
-

$

1,623
33,829
1,785
4,475
75,064
21,534
145
12,222
342,842
411,777
18,797
8,508
-

$ 12,329,925

$ 932,601

-----------------Supporting Services------------------

Fund
Raising

Evangelization
$

128,835
86,658
940,031
206,016
35,314
285,871
202,935
26,918
562,045
3,098,205
3,529,394
79,619
1,692,730
4,092,015
149,769
79,041
77,168
21,696

$ 15,294,260

$

24,022
30,459
134,290
35,537
6,268
40,839
28,991
15,955
5,893
801,723
825,267
17,978
886,178
24,287
14,838
81,330
15,914
3,646

$ 2,993,415

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

23,703
35,625
48,833
33,575
4,930
14,850
10,542
6,147
289,830
875,483
875,285
18,926
921,125
22,263
14,680
16,281
3,402

$ 3,215,480

Management
and General
$

Total

27,993
267,165
580
97,666
7,971
1,640
90,527
21,084
27,634
6,846
72,084
97,857
20,868
1,029,484
6,072
17,289
18,506
856

$12,329,925
206,176
300,994
153,322
1,220,820
283,099
49,937
436,562
338,616
65,123
45,949
851,875
4,859,717
5,327,803
137,391
2,035,572
7,340,579
202,391
144,645
81,330
136,377
29,600

$ 1,812,122

$ 36,577,803

OBLATE MISSIONARY SOCIETY, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2016
------------------------------------------------------------As Restated-------------------------------------------------------------------------------Program Services-----------------------------------Supporting Services-----------------Support of
Oblate
Ministries
Grants in support of Oblates Ministries
Automobile and travel
Bank and service fees
Consultants and creative fees
Contributed rent expense
Depreciation
Equipment leases and rentals
Equipment repairs and maintenance
Maintenance, utilities and insurance
Mass stipends and charitable donations
Memberships, dues and subscriptions
Name rentals and exchanges
Postage and freight
Printing and production
Professional fees
Religious articles, worship aids and cards
Salaries, stipends and benefits
Space ads
Supplies
Telemarketing
Telephone
Website/E-mail expenses
Total expenses

Grotto
Spiritual
Center

$ 8,141,909
-

$

22,575
524
72,882
7,800
140,104
7,950
584
34,313
8,596
334,651
362,780
7,364
6,619
992

$ 8,141,909

$ 1,007,734

Fund
Raising

Evangelization
$

145,939
31,605
136,184
865,600
184,302
53,912
476,185
25,481
41,359
601,260
3,501,823
3,233,704
123,022
2,218,369
5,250,458
368,464
128,213
14,799
64,204
744

$ 17,465,627

43,944
18,060
67,229
120,121
41,260
11,980
103,608
10,221
124,461
1,442,390
871,246
38,367
1,545,699
105,275
38,516
139,295
21,886
372

$

$

$ 4,743,930

$ 1,934,716

The accompanying notes are an integral part of these financial statements.
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Donor
Development
14,367
13,545
24,304
52,069
15,815
4,493
36,261
4,877
150,161
326,408
453,030
14,238
768,149
36,846
11,567
2,626
5,712
248

Management
and General
$

Total

18,111
162,284
5,057
110,288
15,815
4,493
26,460
72,522
31,697
93,321
71,314
12,528
592,198
15,791
12,807
13,296
124

$ 8,141,909
222,361
248,069
233,298
1,220,960
264,992
74,878
26,460
828,680
33,431
88,738
875,882
5,398,255
4,629,294
196,751
2,553,020
8,519,284
526,376
198,467
156,720
111,717
2,480

$ 1,258,106

$ 34,552,022

OBLATE MISSIONARY SOCIETY, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30,

Cash flows from operating activities:
Cash collected from donors
Cash paid to employees and other suppliers of goods
and services
Cash paid to support Oblate Ministries
Other operating cash reserve
Interest paid
Income taxes paid
Net cash provided (used) by operating activities

2017

2016

$ 35,858,283

$ 32,524,934

(22,305,256)
(10,794,365)
395,661
(8,981)
-

(24,749,300)
(7,836,516)
525,874
(11,889)
-

$ 3,145,342

$

453,103

$

(17,700)
(11,473)
(308,854)
19,497

$

(149,508)
(105,031)
41,000

$

(318,530)

$

(213,539)

$

(89,465)

$

(86,557)

Net cash provided by financing activities

$

(89,465)

$

(86,557)

Net increase (decrease) in cash

$ 2,737,347

$

153,007

Cash flows from investing activities:
Computer database in development
Purchase of property and equipment
Grotto improvement
Matured trust grants
Net cash provided (used) by investing activities
Cash flows from financing activities:
Capital lease

Cash at beginning of year
Cash at end of year
Supplemental Cash Flows Disclosures
Non cash activities:
Contributed rent

1,758,899

1,605,892

$ 4,496,246

$ 1,758,899

$ 1,220,820

$ 1,220,960

The accompanying notes are an integral part of these financial statements.
-8-

OBLATE MISSIONARY SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017
1.

Summary of Significant Accounting Policies
a. Mission
The Organization is a ministry of the United States Province of the Missionary Oblates of
Mary Immaculate (the affiliate), an order of Catholic priests and brothers. The
Organization was established to support the operations and missions of the United States
Province of the Missionary Oblates of Mary Immaculate. The Organization gives witness
to Jesus Christ through a genuine commitment for the evangelization of the poor and
abandoned. The Organization pledges to raise the awareness of all God's people to the
Gospel mandate to grow in personal holiness and to exercise service in the world.
The Organization accomplishes this ministry through the promotion of religious devotion
to Jesus Christ and his Mother, religious education and faith formation (Evangelization).
The Organization also furthers its mission through the sponsorship of the Lourdes Grotto
of the Southwest and Tepeyac Shrine and the Grotto gift shop, collectively the Grotto
Spiritual Center. The educational and devotional activities of the Organization are
facilitated through the use of, and participation in, liturgies, novenas, prayer, and the
distribution of religious articles. These activities are promoted through direct mail
contacts, electronic and telephone communications, personal visitations, sponsorship of
pilgrimages to holy places and participation in various sacramental activities.
The Organization provides God's people with the opportunity to support the religious,
social, educational and charitable works of the Missionary Oblates and their co-workers
throughout the world (Support of Oblate Ministries). This is accomplished by conducting
fund raising and ministerial activities which offer personal invitations to recognize that all
people are our brothers and sisters, and entitled to the human dignity announced in the
Gospel. These activities also provide an opportunity for existing and potential benefactors
to share in the spiritual benefits and well being, which flow from their financial and spiritual
support.
b. Basis of Presentation
The accompanying financial statements have been prepared in accordance with the
recommendations of the Financial Accounting Standards Board (FASB). In accordance
with generally accepted accounting standards of the United States of America, the
financial statements report amounts separately by class of net assets. Net assets are
classified as follows:
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OBLATE MISSIONARY SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017
1.

Summary of Significant Accounting Policies – continued
b. Basis of Presentation – continued
Without Donor restrictions amounts are those currently available at the discretion of
the Affiliate for use in its operations and ministries.
With Donor restrictions amounts result from inflows whose use by the Affiliate is
limited by donor-imposed stipulations that either expire with the passage of time or can
be fulfilled and removed by actions of the Affiliate.
Contributions and in kind donations, valued at estimated market value as determined by
management at the time of receipt, are recorded as unrestricted, temporarily restricted or
permanently restricted support, depending on the existence and/or nature of donor
restrictions. When a restriction expires through the accomplishment of purpose or the
passage of time, restricted assets are reclassified to unrestricted and reported in the
statement of activities as net assets released from restrictions. Restrictions received and
met in the same reporting period are recorded as activities without donor restrictions.
Restricted contributions transferred to the Affiliate during the reporting period are
recorded in the unrestricted class in these financial statements. Restricted contributions,
which have not been transferred during the reporting period, are recorded as increases
within the donor restricted class depending upon the specific terms of the gifts received.
The Organization reports gifts of land, buildings, and equipment as unrestricted support
unless explicit donor stipulations specify how the donated assets must be used. Gifts of
long-lived assets with explicit restrictions that specify how the assets are to be used and
gifts of cash or other assets that must be used to acquire long-lived assets are reported
as restricted support. Absent explicit donor stipulations about how long those long-lived
assets must be maintained, the Organization reports expirations of donor restrictions
when the donated or acquired long-lived assets are placed in service.
For the years ended June 30, 2017 and 2016, there were no gifts of land, buildings and
equipment received by the Organization other than purchases made by the Affiliate on
behalf of the Organization. There were no restrictions as to the use for any of the
purchases.
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OBLATE MISSIONARY SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017
1. Summary of Significant Accounting Policies – continued
c.

Cash
Cash consists of cash and cash equivalents in demand deposit accounts, cash on hand
and short term investments with an original maturity of twelve months or less.

d.

Direct Mail Fund Raising and Donor Development
The Organization derives a significant portion of its public support from direct mail
solicitations. Direct mail fund raising involves two distinct activities, fund raising and
donor development. These activities are reported separately in the financial statements.
The fund raising function includes the costs of soliciting gifts from current donors listed on
the internal database of the Organization. The donor development function includes
similar costs, but these relate to contacting individuals who might be interested in the
Organization's programs and ministries, but have not previously participated, or are no
longer actively participating in the programs of the Organization.
The total fund raising expense, which includes both fund raising and donor development,
for the years ended June 30, 2017 and 2016 was $6,208,895 and $6,678,646,
respectively.

e.

Impairment of Long-Lived Assets
The Organization reviews long-lived assets for impairment whenever events or changes
in business circumstances indicate that the carrying amount of the assets may not be fully
recoverable. The Organization performs undiscounted cash flow analyses to determine if
impairment exists. If the Organization determines impairment exists, any related
impairment loss is calculated based upon fair value. Impairment losses on assets to be
disposed of, if any, are based upon the estimated proceeds to be received, less the costs
of disposal. There were no impairments losses on long-lived assets for the years ended
June 30, 2017 and 2016, respectively.

f. Basis of Accounting
The financial statements of the Organization have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United
States of America (US GAAP). Under this method, revenues are recognized when earned
and expenses are recognized when incurred.
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OBLATE MISSIONARY SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017
1.

Summary of Significant Accounting Policies – continued
g. Receivables and Allowance for Doubtful Accounts
It is the Organization’s policy to record as a receivable amounts due under legacies,
which have cleared probate. Also included in receivables are billings for services provided
to, or amounts paid on behalf of related entities. The Organization accounts for
uncollectible receivables using the reserve method. No reserve was deemed necessary
at June 30, 2017 and 2016.
h. Property and Equipment
It is the policy of the Organization to capitalize all major purchases of property and
equipment valued at $5,000 or more. All property and equipment valued in these financial
statements are owned by the Affiliate and held for the exclusive use of the Organization in
its administration and ministries. Historical basis of capitalized property and equipment is
determined by cost if purchased or fair value at date of donation, if contributed.
In accordance with this policy an allocation is made to current operations by depreciating
property and equipment based upon the estimated useful life of the asset, which range
from 3 to 20 years, using the straight-line method.
i.

Inventory – Religious Articles
Inventory consists of religious articles promoted and distributed in relation to
evangelization as well as those items for public resale at the Grotto Spiritual Center,
which are distributed in support of spiritual ministries. Inventory is valued at the lower of
cost or estimated net realizable value on a first in, first out basis.

j.

Fair Value Measurement
Recent professional pronouncements established a framework for measuring fair value.
That 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 are described as follows:
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OBLATE MISSIONARY SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017
1.

Summary of Significant Accounting Policies – continued
j.

Fair Value Measurement - continued
Level 1 – There are active markets that have quoted prices for the investments.
Level 2 – There are quoted prices for similar assets or liabilities in active markets and
inactive markets, inputs other than quoted prices that are observable for
the assets or liabilities, or there are specified contractual terms for valuation
basis for the assets or liabilities.
Level 3 – The valuation methodology is unobservable and significant to the fair value
measurement calculation.
The asset’s or liability’s fair value measurement 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.
The Organization holds beneficial interests in temporary and irrevocable trusts which are
administered by 3rd parties. These assets are classified on the Statement of Financial
Position under the caption “Trust Funds Receivable.” These receivables are considered
to be Level 3 valuations. The following is a description of the valuation methodologies
used for assets measured at fair value. There have been no changes in the
methodologies used at June 30, 2017.
Beneficial interest in temporary and irrevocable trusts – donor restricted net assets:
Valued at the fair value of the underlying trust investments, determined by the
closing price reported in the active or observable market in which the individual
marketable securities that are held within the trust are traded, as reported to the
Organization by the 3rd party trustees.
Beneficial interest in irrevocable trusts – donor restricted net assets: Valued based
upon the present value of future distributions to be received using current cash flows
and an assumed rate of return on the underlying assets of 7%.
The preceding methods described may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, although
the Organization 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.
Note 10 details the Organization’s temporarily and permanently restricted assets that are
considered to be Level 3 valuations according to the framework outlined above.
-13-

OBLATE MISSIONARY SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017
1.

Summary of Significant Accounting Policies – continued
k. Mailing Supplies
Mailing supplies consist primarily of material to be used for future mailings. These include
paper stock, envelopes, shipping materials and printing supplies.
l.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities and the reported revenues and expenses. Actual results could differ
from those estimates and assumptions.
The Organization records royalty receivables based on the present value of estimated
future cash flows. This valuation is determined based on the collection history from the
royalty or an expert’s valuation of estimated income to be received. No asset is recorded
where there is an uncertainty as to the future collections of the royalty.

m. Support from the Public
Certain amounts recorded as support from the public relate to the ministerial activities of
the Organization. Management believes it is not cost effective to design and implement
systems to quantify the associated costs of these activities.
n. Functional Allocation of Expenses and Significant Programs
The costs of providing the various programs and other activities have been summarized
on a functional basis in the Statement of Activities. Accordingly, certain costs have been
allocated among the programs and supporting services benefited. Principal programs are
composed of:
Support of Oblate Ministries - The Organization provides spiritual and financial
support for the Oblates’ missionary humanitarian and evangelization efforts with the
poor, the education of Oblate seminarians, and the general needs of the Oblates.
Grotto Spiritual Center - Our Lady of Lourdes Grotto of the Southwest and Tepeyac
Shrine is the spiritual center of Oblate Missions. Ministerial services, which take
place at the Grotto Spiritual Center, include the celebration of masses, novena
services, healing services, the distribution of religious articles and other religious
activities inviting participants to join in prayer and religious activities.
-14-

OBLATE MISSIONARY SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017
1.

Summary of Significant Accounting Policies – continued
n. Functional Allocation of Expenses and Significant Programs - continued
Evangelization - The Organization is committed to raising the consciousness of all
God’s people by promulgating awareness of the Gospel’s mandate to growth in
holiness and coordinated service to humankind. The Organization provides for
special religious needs and opportunities for spiritual growth and healing to our
friends. The Organization also offers opportunities for enhancement of religious
devotion to Jesus Christ and his mother Mary by means of liturgies, novenas, prayer
petitions, and provision of religious articles, prayer tools and facilitation of various
sacramental activities.
o. Outstanding Legacies
The Organization is the beneficiary under various wills and other gift agreements. The
Organization’s share of such amounts is not recorded until the Organization has an
irrevocable right to the bequest and the proceeds are measurable.
p. Pledges Receivable, Net
Contributions, including unconditional pledges, are recognized as revenues in the period
in which they are received. Conditional pledges are not recognized until they are
substantially met. Contributions of assets other than cash are reported at their estimated
fair value at the date of receipt.
Pledges receivable represent contributions or legacies promised to the Organization,
which will be received over an extended period of time. The Organization records these
receivables net of applicable discount. No allowance is deemed necessary.
For the years ended June 30, 2017 and 2016, pledges receivable are calculated as
follows:

2017

2016

Pledges Receivable:
1-17 years

$ 570,150

$ 465,982

Gross receivable
Less: Discount to present value @ 3%

$ 570,150 $ 465,982
(108,551) (105,290)

Pledges receivable, net

$ 461,599

$ 360,692

The Organization considers these receivables to be level 3 valuations under the
measurement methodologies outlined in Note 1(j).
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OBLATE MISSIONARY SOCIETY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017
1.

Summary of Significant Accounting Policies – continued
q.

Advertising Costs
Advertising costs are expensed as incurred. For the years ending June 30, 2017 and
2016, advertising expense was $202,391 and $526,376, respectively.

r.

Tax Exempt Status
Oblate Missionary Society, Inc., is exempt from federal income taxes under Section
501(c)(3) of the Internal Revenue Code (IRC) through its inclusion in the Group Ruling
issued annually to the United States Conference of Catholic Bishops. It has been
classified as an organization that is not a private foundation under Section 509(a) of the
IRC. Contributions to the organization qualify for charitable contribution deductions as
stated in Section 170 of the IRC.
All the activities of Oblate Missionary Society, Inc. are related to the tax exempt purpose.
Management has taken the position that they are not required to file any federal or state
income tax returns and have not accrued any tax expense or provision for income taxes
on the financial statements.
U.S. generally accepted accounting principles require tax effects from an uncertain tax
position to be recognized in the financial statements only if the position is more likely than
not to be sustained in the position were to be challenged by a taxing authority. The
assessment of the tax position is based solely on the technical merits of the position,
without regard to the likelihood the position may be challenged. If an uncertain tax
position meets the more-likely-than-not threshold, the largest amount of the tax benefit
that is greater than 50% likely to be recognized upon ultimate settlement with the taxing
authority is recorded. Since the Organization is considered to be tax exempt from income
taxes and all activities are considered to be related to its exempt purpose, management
does not believe that any material uncertain tax positions exist.

s. Reclassifications
Certain amounts in the 2016 financial statements have been reclassified for comparative
purposes to conform to the presentation of the financial statements in the current year.
2.

Risks and Uncertainties
a. Financial instruments that potentially subject the Organization to concentrations of credit
risk consist principally of cash balances in excess of $250,000 (FDIC insured), held in
financial institutions. At June 30, 2017, cash balances exceeded FDIC insurance limits by
$810,000.
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2. Risks and Uncertainties – continued
b. The Organization receives the majority of its public support in the form of donations from
numerous individuals, foundations, corporations and other entities. The vast majority of
these donations are received through the United States Postal Service. If delivery through
the United States Postal Service were impaired it could have a material negative impact on
the Organization’s operations.
c. The Organization is exposed to various risks of loss related to torts, theft of, damage to,
and destruction of assets; injuries to employees, errors and omissions; natural disasters,
etc. These risks are covered by commercial insurance purchased from independent third
parties.
3.

Related Party Transactions
The net amount due to the affiliated entities consists of the following at June 30,
2017
Due to affiliated entities
Oblate Annuity Trust - Annuity Contracts
Due to Province
National Shrine of Our Lady of the Snows
Cash held in trust - annuity
Total

$

2016

25,000
2,196,501
40,383
25,592

$

16,000
660,941
1,202
217,730

$ 2,287,476

$

895,873

Legacies and other receivables of $3,093,891 and $1,145,804 for 2017 and 2016,
respectively, included the following amounts due from affiliated entities:

2017
National Shrine of Our Lady of the Snows
Province
Other affiliated entities
Total
4.

2016

18,300
1,723
22,487
$

42,510

17,272
4,681
2,658
$

24,611

Pension Plan
Non-religious personnel participate in the Oblate Service Corporation Retirement Savings
Plan. The Plan contains employee elective salary deferral options with employer matching,
up to 3%, and discretionary contribution provisions. The total pension expense for the years
ended June 30, 2017 and 2016 was approximately $148,800 and $186,300, respectively.
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5.

Split Interest Gifts
Charitable gift annuities and other split interest agreements are recorded at their net present
value in the financial statements. Discounts are taken using the Applicable Federal Rate
(AFR) at the time the gift is made. The net value is calculated as follows:
2017
Face value of new split interest agreements
Less: Discount to present value using AFR

$

Amount reported as support from public

$

2016

405,447 $ 1,365,433
(182,155)
(587,736)
223,292

$

777,697

These contributions are transferred to a Trust, which is considered an affiliated entity.
6.

Operating Leases
The Organization leases various equipment under non-cancelable operating leases. The net
rental expense under operating leases were $33,900 for the years ended June 30, 2017 and
2016.
Capital Lease
The Organization has entered into two capital leases for equipment in the amount of
$453,072. The term of these leases are for 60 months at an annual percentage rate of
3.22%. The approximate future minimum lease payments under the operating and capital
lease agreements are as follows:
Operating
2018
2019
2020
Total

7.

Capital

Total

$

33,900
11,300
-

$

98,446
98,446
42,324

$ 132,346
109,746
42,324

$

45,200

$ 239,216

$ 284,416

Contributed Rent
During the year, an affiliated entity provided the Organization with the use of buildings and
warehouse facilities at no cost. The fair value of the contributed rent amounted to
approximately $1,220,820 and $1,220,960 for the years ended June 30, 2017 and 2016,
respectively.
The use of the rent-free facilities is provided on a year-to-year basis. No long-term
commitment exists, but the agreement is automatically renewed for each successive fiscal
year unless the Organization is notified by May 30th of the current fiscal year.
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8.

Accounting for Costs of Activities that Include Fund Raising
The Organization conducted fund raising activities during the years ended June 30, 2017 and
2016 that also supported evangelization efforts. Typically, joint promotions provide the
Organization's supporters with the opportunity to participate in certain intangible spiritual
benefits, such as prayer and liturgies, provide religious education and offer opportunities for
spiritual growth, healing and sacrificial giving.
Joint costs are allocated using the physical units' method. Direct and indirect costs of the
joint activity have been allocated among Evangelization, Fund Raising and Donor
Development. Package components allocated and amounts allocated are as follows:
Fund
Raising

Evangelization
Postage & freight
Name rentals & exchanges
Consultants & creative fees
Printing & production
Totals

$

3,098,205
562,045
86,658
3,529,394

$

$

7,276,302

$ 1,657,449

Evangelization
Postage & freight
Name rentals & exchanges
Consultants & creative fees
Printing & production
Totals

9.

801,723
30,459
825,267

Fund
Raising

Donor
Management
Development
& General
$

Amount
Allocated
2017

875,483
289,830
35,625
875,285

$

72,084
580
97,857

$ 4,847,495
851,875
153,322
5,327,803

$ 2,076,223

$

170,521

$ 11,180,495

Donor
Management
Development
& General

Amount
Allocated
2016

$

3,501,823
601,260
136,184
3,233,704

$ 1,442,390
124,461
67,229
868,246

$

326,408
150,161
24,304
453,030

$

93,321
3,077
71,314

$ 5,363,942
875,882
230,794
4,626,294

$

7,472,971

$ 2,502,326

$

953,903

$

167,712

$ 11,096,912

Inventory – Religious Articles
Inventory – religious articles as shown on the Statement of Financial Position, consists of the
following at June 30:
2017
2016
Premium items
Less: net reserve
Net inventory

$ 1,242,942 $ 1,230,762
(186,557)
(145,732)
$ 1,056,385
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10. Composition of Net Assets
Without donor restrictions
The composition of net assets without donor restrictions is as follows for June 30,

Undesignated
Invested in inventory of religious articles

2017

2016

$ 4,303,385
1,056,385

$ 1,448,122
1,085,030

1,971,993

1,917,066

$ 7,331,763

$ 4,450,218

Invested in property and equipment
Total net assets without donor restrictions

With donor restrictions
Net assets with donor restrictions are composed of trust interests receivable and other
income contracts at year-end. These gifts are considered to be donor restricted because they
are not currently available for use by the Organization or the Affiliate. There are two types of
restrictions for these net assets; Time restriction (T) or Purpose restriction (P). The
composition is as follows (trust assets – Level 3 fair value measurement):

Trust interest receivable
Pledges and other
Total net assets with donor restrictions

Restriction
Type

2017

2016

T
T

$ 2,529,183
461,599

$ 2,727,933
360,692

$ 2,990,782

$ 3,088,625

The changes in the value of these Level 3 assets of $(97,843) and $51,061 for the years
ended June 30, 2017 and 2016, respectively, are detailed in the Statements of Activities and
Changes in Net Assets with donor restrictions.
11. Liquidity and Availability
Financial assets available for general expenditure, that is, without donor or other restrictions
limiting their use, within one year of June 30, 2017 and 2016, comprise of the following:

Cash
Legacies and other receivables
Mailing supplies, net
Inventory of religious articles - net
Total financial assets available
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2017

2016

$ 4,496,246
3,093,891
510,433
1,056,385
$ 9,156,955

$ 1,758,899
1,145,804
665,522
1,085,030
$ 4,655,255
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12. Property and Equipment
Property and equipment as shown on the Statement of Financial Position consists of the
following at June 30:
2017
Buildings and improvements
Equipment, machinery and furnishings
Vehicles

$

Totals
Less: Accumulated depreciation

$ 6,089,371 $ 5,751,347
(4,117,378)
(3,834,281)

Property and equipment, net

692,824
5,318,350
78,197

2016

$ 1,971,993

$

458,944
5,214,206
78,197

$ 1,917,066

The progress billings for the accounting software project have been capitalized and will not
be depreciated until the project is complete. The balance of these progress billings
capitalized as of June 30, 2017 were $432,551.
13. Royalties
Income from legacies and bequests includes oil and gas royalties for the years ended June
30, 2017 and 2016. The underlying asset that generates this income is reflected under the
caption Trust funds receivable in the statement of financial position. The valuation method
used is the average monthly income valuation from 2014 and discounted by 10% each year
after. For the years ended June 30, 2017 and 2016 the asset value decreased by $210,300
and $236,300, respectively.
14. Donated Services
The Organization benefits from personal services provided by religious personnel who
volunteer their time to perform various functions that would normally have warranted
payment of salaries. The value of these services is not included in these financial statements
as they do not meet the generally accepted criteria of (a) providing services that create or
enhance non-financial assets or (b) the services would have been purchased if not provided
by contribution, require specialized skills, and are provided by individuals possessing those
skills. While the value of these volunteer services has not been recognized, they are
considered by management to be significant to the operation of the Organization.
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15. Subsequent Events
Reporting under U.S. generally accepted accounting principles requires management to
evaluate the impact of certain events that occur after the statement of financial position date,
but before the financial statements are issued or available to be issued.
The date through which management has evaluated the impact of subsequent events on
these financial statements is November 14, 2017.
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Grotto Spiritual Center
2017
2016
$ 1,083,342 $ 1,112,627
(932,600) (1,007,734)

Gross Support
Gross Expenses
Net Support of Oblate Ministries

$

150,742

$

104,893

Missionary Oblates Partnership
Gross Support (this only includes US Province only)
Gross Expenses
Net support of Oblate Ministries

2017
2016
$ 736,309 $ 1,802,773
(252,210)
(253,794)
$

* - This includes a $1,000,000 estate, one time item
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484,099

$ 1,548,979

