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INDEPENDENT AUDITORS’ REPORT 

 
 
 
Board of Directors 
Catholic Religious Education Endowment Fund 
Duluth, Minnesota 
 
 
We have audited the accompanying financial statements of the Catholic Religious Education 
Endowment Fund, which comprise of the statement of financial position as of June 30, 2020 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. 
 
Auditors’ Responsibility 

Our responsibility is to express an opinion on this financial statement based on our audit. We 
conducted our audit 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 statement is free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statement. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statement, 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 statement 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 statement. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
 
 



Board of Directors 
Catholic Religious Education Endowment Fund 

(2) 

Opinion 

In our opinion, the financial statement referred to above present fairly, in all material respects, the 
financial position of the Catholic Religious Education Endowment Fund as of June 30, 2020 in 
accordance with accounting principles generally accepted in the United States of America. 
 
 

 
 
CliftonLarsonAllen LLP 

St. Cloud, Minnesota 
December 3, 2020  
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ASSETS

Cash and Cash Equivalents 20,969$           
Other Receivables 3,646               
Investments 5,716,905        
Life Insurance Policy 422,406

Total Assets 6,163,926$      

NET ASSETS

NET ASSETS
Without Donor Restrictions:

Designated by the Board for Endowment Fund 3,556,401$      
With Donor Restrictions 2,607,525

Total Net Assets 6,163,926$      
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Organization 

The Catholic Religious Education Endowment Fund of the Diocese of Duluth (the Fund), 
from its offices in Duluth, Minnesota, was established in 1996 to promote the advancement 
of Catholic education and Catholic schools in the Diocese of Duluth. 
 
Basis of Presentation 

Catholic Religious Education Endowment Fund classifies net assets and revenues, gains, 
and losses based on donor-imposed restrictions. Accordingly, net assets of the Fund and 
changes therein are classified and reported as follows: 

 
Net Assets Without Donor Restrictions – Resources over which the board of directors 
(board) has discretionary control. Designated amounts represent those revenues which 
the board has set aside for a particular purpose. 

Net Assets With Donor Restrictions – Those resources subject to donor-imposed 
restrictions which will be satisfied by actions of the Catholic Religious Education 
Endowment Fund or passage of time. 
 

Use of Estimates 

The preparation of financial statements in accordance 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. Estimates also affect 
the reported amounts of revenue and expense during the reporting period. Actual results 
could differ from those estimates. 
 
Investments 

The Fund records investments in equity securities with readily determinable fair value and 
investments in debt securities at fair value. Fair value is 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. Investment income or loss (including gains and 
losses on investments, interest, and dividends) is included in the statement of activities as 
increases or decreases in net assets without donor restrictions unless the income or loss is 
restricted by donor or law. 
 
 
 



CATHOLIC RELIGIOUS EDUCATION ENDOWMENT FUND 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 
 
 
 

 

(5) 

 
NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Fair Value of Financial Instruments 

The Fund categorizes its assets and liabilities measured at fair value into a three-level 
hierarchy based on the priority of the inputs to the valuation technique used to determine fair 
value. The fair value hierarchy gives the highest priority to quoted prices in active markets 
for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs 
(Level 3). If the inputs used in the determination of the fair value measurement fall within 
different levels of the hierarchy, the categorization is based on the lowest level input that is 
significant to the fair value measurement. Assets and liabilities valued at fair value are 
categorized based on the inputs to the valuation techniques as follows: 
 

Level 1 – Inputs that utilize quoted prices (unadjusted) in active markets for identical 
assets or liabilities that the Fund has the ability to access. 

Level 2 – Inputs that include quoted prices for similar assets and liabilities in active 
markets and inputs that are observable for the asset or liability, either directly or 
indirectly, for substantially the full term of the financial instrument. Fair values for these 
instruments are estimated using pricing models, quoted prices of securities with similar 
characteristics, or discounted cash flows. 

Level 3 – Inputs that are unobservable inputs for the asset or liability, which are typically 
based on an entity’s own assumptions, as there is little, if any, related market activity. 
 

Subsequent to initial recognition, the Fund may remeasure the carrying value of assets and 
liabilities measured on a nonrecurring basis to fair value. Adjustments to fair value usually 
result when certain assets are impaired. Such assets are written down from their carrying 
amounts to their fair value. 
 
Professional standards allow entities the irrevocable option to elect to measure certain 
financial instruments and other items at fair value for the initial and subsequent 
measurement on an instrument-by-instrument basis. The Fund has not elected to measure 
any existing financial instruments at fair value. However, it may elect to measure newly 
acquired financial instruments at fair value in the future. 
 
Investments are recorded at fair value on a recurring basis. Fair value measurement is 
based upon quoted prices, if available. If quoted prices are not available, fair values are 
measured using independent pricing models or other model-based valuation techniques 
such as the present value of future cash flows, adjusted for the investment’s credit rating, 
prepayment assumptions, and other factors such as credit loss assumptions. 
 
Investments valued using Level 1 inputs include those traded on an active exchange, such 
as the New York Stock Exchange, as well as U.S. Treasury and other U.S. government and 
agency mortgage-backed securities that are traded by dealers or brokers in active over-the-
counter markets. Investments valued using Level 2 inputs include private collateralized 
mortgage obligations, municipal bonds, and corporate debt securities. Investments valued 
using Level 3 inputs include a fund of funds which does not have any observable inputs. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Tax Status 

Catholic Religious Education Endowment Fund is exempt from income taxes under Section 
501(c)(3) of the Internal Revenue Code and corresponding state tax codes. The Fund is not 
a private organization and contributions to the Organization qualify as a charitable tax 
deduction by the contributor. The Fund is not subject to the filing requirements of the Form 
990. 
 
Subsequent Events 

In preparing these financial statements, the Fund has evaluated events and transactions for 
potential recognition or disclosure through December 3, 2020, the date the financial 
statements were available to be issued. 
 
 

NOTE 2 LIQUIDITY AND AVAILABILITY 

The Fund strives to maintain all assets as liquid financial assets.  Financial assets are kept 
in the checking account or in highly liquid short-term investments prior to disbursement as 
needed. 
 
Financial assets available for general expenditure, that is, without donor or other restrictions 
limiting their use, within one year of the statements of financial position date, comprise the 
following: 
 
Cash and Cash Equivalents 20,969$           
Investments 5,716,905        
Life Insurance Policy 422,406           
Interest Receivable 3,646               

Total 6,163,926        
Less: Net Assets With Donor Restrictions (2,607,525)       
Less: Board Designated Net Assets (3,556,401)       

Total Finanical Assets Available -$                 
 

 
Funds will become available and appropriated within the next year based on the Funds 
spending policy as outlined in Note 8. In addition, board designated net assets can become 
available based on board approval if funds are needed. 
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NOTE 3 INVESTMENTS 

The estimated market value of investments in securities are as follows as of June 30, 2020: 
 
Cash Equivalents 22,085$           
Equity Securities - Domestic 2,964,084        
Equity Securities - International 1,496,748        
U.S. Government Obligations 882,271           
Real Asset Funds 351,717           

Total 5,716,905$      
 

 
 

NOTE 4 RELATED ORGANIZATION 

The Diocese of Duluth 

The Diocese of Duluth is related to the Fund. The Diocese received contributions from the 
Fund for grants in the amount of $124,920, as well as $629,653 in contributions utilizing 
board designated funds relating to the bankruptcy settlement during the year ended June 
30, 2020. 
 
 

NOTE 5 FAIR VALUE MEASUREMENTS 

The Fund uses fair value measurements to record fair value adjustments to certain assets 
and to determine fair value disclosures.  
 
For additional information on how the Fund measures fair value, refer to Note 1 – Summary 
of Significant Accounting Policies. 
 
The following table presents the fair value hierarchy for the balances of the assets of the 
Fund measured at fair value on a recurring basis as of June 30, 2020: 
 

Level 1 Level 2 Level 3 Total
Equity Securities - Domestic 2,964,084$  -$                 -$                 2,964,084$  
Equity Securities - International 1,496,748    -                   -                   1,496,748    
U.S. Government Obligations -                   882,271       -                   882,271       
Real Asset Funds 351,717       -                   -                   351,717       

Investments 4,812,549    882,271       -                   5,694,820    
Cash Equivalents 22,085         

Total Investments 4,812,549$  882,271$     -$                 5,716,905$  
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NOTE 6 LIFE INSURANCE 

The Fund is named beneficiary of life insurance policies having face values amounting to 
$593,585 on the life of a former Bishop. Cash value of life insurance of these policies 
amounted to $422,406 as of June 30, 2020. 
 
 

NOTE 7 NET ASSETS 

Net assets without donor restrictions have been designated for the following purposes: 
 
Priest Education 197,518$         
Deacon Formation 322,908           
Catholic Schools 1,251,578        
Lay Education 1,361,991        
Other 422,406           

Total 3,556,401$      
 

 
Net assets with donor restrictions whether restricted by time or purpose are available for the 
following purposes: 
 
Priest Education 221,194$         
Deacon Formation 42,742             
Catholic Schools 155,548           
Lay Education 142,728           

Total 562,212$         
 

 
Net Assets with donor restrictions are held in perpetuity, the income from which is 
expendable for the following purposes: 
 
Priest Education 537,812$         
Deacon Formation 451,578           
Catholic Schools 497,540           
Lay Education 558,383           

Total 2,045,313$      
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NOTE 8 ENDOWMENT 

The Fund’s endowment includes both donor-restricted endowment funds and funds 
designated by the Board of Directors to function as endowments. As required by accounting 
principles generally accepted in the United States of America, net assets associated with 
endowment funds are classified and reported based on the existence or absence of donor 
imposed restrictions. 
 
The board of directors has interpreted the Minnesota Uniform Prudent Management of 
Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original 
gift as of the date of the donor-restricted endowment funds, unless there are explicit donor 
stipulations to the contrary. At June 30, 2020, there were no such donor stipulations. As a 
result of this interpretation, the Fund retains in perpetuity (a) the original value of initial and 
subsequent gift amounts donated to the Endowment and (b) any accumulations to the 
endowment made in accordance with the direction of the applicable donor gift instrument at 
the time the accumulation is added. Donor-restricted amounts not retained in perpetuity are 
subject to appropriation for expenditure by the Fund in a manner consistent with the 
standard of prudence prescribed by UPMIFA. 
 
Interpretation of Relevant Law 

In accordance with UPMIFA, the Fund considers the following factors in making a 
determination to appropriate or accumulate donor-restricted endowment funds: 
 

(1) The duration and preservation of the fund. 
(2) The purposes of the Fund and the donor-restricted endowment fund. 
(3) General economic conditions. 
(4) The possible effect of inflation and deflation. 
(5) The expected total return from income and the appreciation of investments. 
(6) Other resources of the Fund. 
(7) The investment policies of the Fund. 
 

Investment Objectives and Strategies 

The Fund adopted an investment policy to provide guidelines for investing endowment 
assets. Under this policy, as approved by the board, the endowment assets are invested in a 
manner that is intended to maintain the purchasing power of the current assets and all future 
contributions, maximize return within reasonable and prudent levels of risk, and maintain an 
appropriate asset allocation based on a total return policy that is compatible with a flexible 
spending policy. To achieve these objectives, the Fund follows an asset diversification plan, 
sets performance benchmarks for investment managers, and has established various asset 
quality and limitation thresholds. A committee meets periodically to review performance and 
update investments policy as needed. 
 
Spending Policy 

The Fund has a policy of appropriating for distribution each year 3-5% of its endowment 
average fair value over the prior 12 quarters. In establishing this policy, the Fund considered 
the long-term expected return on its endowment. Approved distributions that are not used in 
the fiscal year are reinvested and remain in the Fund. 
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NOTE 8 ENDOWMENT (CONTINUED) 

As of June 30, 2020, the Fund had the following endowment net asset composition by type 
of fund: 
 

Without Donor With Donor
Restrictions Restrictions Total

Endowment Funds with Donor Restrictions -$                     2,607,525$      2,607,525$      
Board Designated Endowment Funds 3,556,401        -                       3,556,401        

Total Endowment Funds 3,556,401$      2,607,525$      6,163,926$      

2020

 
 
The following is a summary of endowment funds subject to Uniform Prudent Management of 
Institutional Funds Act of 2006 (UPMIFA) for the years ended June 30, 2020: 
 

Without Donor With Donor
Restrictions Restrictions Total

Endowment Net Assets, June 30, 2019 (Unaudited) 4,323,122$         2,568,439$         6,891,561$         
Investment Return (Unaudited):

Interest and Dividends 126,249              90,560                216,809              

Net Appreciation (Realized and Unrealized) (59,341)               (53,311)               (112,652)             

Contributions Received (Unaudited) -                          1,837                  1,837                  

Appropriation of Endowment Assets for
Expenditure (Unaudited) (833,629)             -                          (833,629)             

Endowment Net Assets, June 30, 2020 3,556,401$         2,607,525$         6,163,926$         

2020

 
 
The Fund has adopted investment and spending policies for endowment assets that attempt 
to provide a predictable stream of funding to operations of the Fund by its endowment while 
seeking to maintain purchasing power of the endowment assets. Endowment assets include 
those assets of donor restricted funds that the Fund must hold in perpetuity. Under this 
policy, as approved by the Board of Directors, the endowment assets are invested in a 
manner that is intended to produce a reasonable rate of return, new of inflation and 
investment management costs. Actual returns in any given year may vary from this amount. 
 
From time to time, the fair value of assets associated with individual donor-restricted 
endowment funds may fall below the level that the donor or UPMIFA requires the Fund to 
retain as a fund of perpetual duration. In accordance, with accounting principles generally 
accepted in the United States of America, deficiencies of this nature are reported in net 
assets with donor restriction. As of June 30, 2020 no endowments had deficiencies. 
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NOTE 9 RISKS AND UNCERTAINTIES 

For the year ended June 30, 2020, the World Health Organization declared the spread of 
Coronavirus Disease (COVID-19) a worldwide pandemic. The COVID-19 pandemic is 
having significant effects on global markets, supply chains, businesses, and communities. 
Specific to the Fund, COVID-19 may impact various parts of its 2021 operations and 
financial results, including restrictions on the organization by the governor, additional costs 
to the Organization, investment performance and potential loss of revenue due to reduction 
in certain revenue streams. Management believes the Fund is taking appropriate actions to 
mitigate the negative impact. However, the full impact of COVID-19 is unknown and cannot 
be reasonably estimated as these events are still developing. 
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INDEPENDENT AUDITORS’ REPORT ON 

SUPPLEMENTARY INFORMATION 
 
 
 
Board of Directors 
Catholic Religious Education Endowment Fund 
Duluth, Minnesota 
 
 
We have audited the statement of financial position of Catholic Religious Education Endowment Fund 
as of June 30, 2020, and our report thereon dated December 3, 2020, which expressed an unmodified 
opinion on this financial statement, appears on page one. Our audit was conducted for the purpose of 
forming an opinion on the financial statement as a whole. The Supplemental Statements of Financial 
Position and Statement of Activities, which is the responsibility of management, is presented for 
purposes of additional analysis and is not a required part of the financial statement. Such information 
has not been subjected to the auditing procedures applied in the audit of the financial statement, and, 
accordingly, we do not express an opinion or provide any assurance on it. 
 
 

 
 
CliftonLarsonAllen LLP 

St. Cloud, Minnesota 
December 3, 2020  
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Statements of Financial Position 

(Unaudited)
2020 2019

ASSETS

Cash and Cash Equivalents 20,969$           24,532$           
Other Receivables 3,646               5,647               
Investments 5,716,905        6,450,480        
Life Insurance Policy 422,406 413,468

Total Assets 6,163,926$      6,894,127$      

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts Payable -$                     2,566$             

Total Liabilities -                       2,566               

NET ASSETS
Without Donor Restrictions:

Designated by the Board for Endowment Fund 3,556,401        4,323,122        
With Donor Restrictions 2,607,525        2,568,439        

Total Net Assets 6,163,926        6,891,561        

Total Liabilities and Net Assets 6,163,926$      6,894,127$      
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Statements of Activities 

Without Donor With Donor Without Donor With Donor

Restrictions Restrictions Total Restrictions Restrictions Total

SUPPORT AND REVENUES
Contributions -$                      1,837$              1,837$              -$                      211$                 211$                 

Investment Return 66,908              37,249              104,157            189,446            118,133            307,579            
Net Assets Released from Restrictions -                        -                        -                        174,745            (174,745)           -                        

Total Support and Revenues 66,908              39,086              105,994            364,191            (56,401)             307,790            

EXPENSES
Ministry 201,557            -                        201,557            174,745            -                        174,745            

Audit and Legal 1,864                -                        1,864                4,724                -                        4,724                

Other Support 630,106            -                        630,106            326                   -                        326                   

Insurance Program 102                   -                        102                   105                   -                        105                   

Total Expenses 833,629            -                        833,629            179,900            -                        179,900            

CHANGE IN NET ASSETS (766,721)           39,086              (727,635)           184,291            (56,401)             127,890            

Net Assets - Beginning of Year 4,323,122         2,568,439         6,891,561         4,138,831         2,624,840         6,763,671         

NET ASSETS - END OF YEAR 3,556,401$       2,607,525$       6,163,926$       4,323,122$       2,568,439$       6,891,561$       

2020 (Unaudited) 2019 (Unaudited)

 
 


