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Selden Fox, LTD.
 
A PROFESSIONAL CORPORATION 

CERTIFIED PUBLIC ACCOUNTANTS 
630-954-1400 619 Enterprise Drive email@seldenfox.com 
630-954-1327 FAX Oak Brook, Illinois 60523-8835 www.seldenfox.com 

INDEPENDENT AUDITOR'S REPORT 

Board of Trustees 
St. Mary's Services 
Arlington Heights, Illinois 

We have audited the accompanying statement of financial position of St. Mary's Services as 
of June 30, 2008 and 2007, and the related statements of activities and functional expenses 
for the year ended June 30, 2008, and the statement of cash flows for the years ended 
June 30, 2008 and 2007. These financial statements are the responsibility of the 
Organization's management. 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 audits to 
obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and the significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of St. Mary's Services as of June 30, 2008 and 2007, and the changes in 
net assets for the year ended June 30, 2008, and cash flows for the years then ended, in 
conformity with accounting principles generally accepted in the United States of America. 

October 2, 2008 



St. Mary's Services
 
Statement of Financial Position
 

June 30,
 

2008 2007 
Assets 

Cash and cash equivalents $ 811,873 $ 123,062 
Accounts receivable 38,615 23,325 
Interest and dividends receivable 6,011 13,031 
Investments, at fair value 3,762,129 4,307,266 
Equity in perpetual trusts 847,065 937,765 
Prepaid expenses 14,363 
Property and equipment, less accumulated 
depreciation of $492,686 ($468,951 in 2007) 19,836 41,646 

Total assets $ 5,485,529 $ 5,460,458 

Liabilities and Net Assets 

Liabilities - accounts payable and accrued liabilities $ 8,148 $ 10,407 

Net assets: 
Unrestricted: 

Designated for investment 3,903,365 3,782,778 
Designated for scholarships 79,046 81,603 

Permanently restricted 1,494,970 1,585,670 

Total net assets 5,477,381 5,450,051 

Total liabilities and net assets $ 5,485,529 $ 5,460,458 

See accompanying notes. 
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St. Mary's Services 
Statement of Activities 

For the Year Ended June 30, 2008 
(With Comparative Totals for 2007) 

Permanently 2007 
Unrestricted Restricted Total Total 

Support and revenue: 
Investment activity: 

Interest and dividend income $ 134,687 $ $ 134,687 $ 107,211 
Gain (loss) on investments (232,027) (232,027) 67,078 
Income (loss) from perpetual trusts 28,461 (90,700) (62,239) 120,397 
Investment advisor fee (34,216) (34,216) (24,249) 

Total investment activity (103,095) (90,700) (193,795) 270,437 

Contributions: 
Individual and business 696,194 696,194 94,298 
Associated organizations 9,642 9,642 6,516 

Total contributions 705,836 705,836 100,814 

Other revenue: 
Adoptive program fees 177,800 177,800 211,425 
International adoptive program fees 51,842 51,842 33,553 
Miscellaneous 2,761 2,761 260 

Total other revenue 232,403 232,403 245,238 

Total support and revenue 835,144 (90,700) 744,444 616,489 

Expenses: 
Program services: 

Adoptive program 246,772 246,772 202,450 
International adoptive program 39,073 39,073 32,921 
Maternity service 350,906 350,906 284,468 

Total program services 636,751 636,751 519,839 

Supporting services: 
Management and general 76,150 76,150 73,605 
Fund-raising 4,213 4,213 52,886 

Total supporting services 80,363 80,363 126,491 

Total expenses 717,114 717,114 646,330 

Change in net assets 118,030 (90,700) 27,330 (29,841) 

Net assets, beginning of the year 3,864,381 1,585,670 5,450,051 5,479,892 

Net assets, end of the year $ 3,982,411 $ 1,494,970 $ 5,477,381 $ 5,450,051 

See accompanying notes. 
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St. Mary's Services
 
Statement of Functional Expenses
 
For the Year Ended June 30, 2008
 
(With Comparative Totals for 2007)
 

For the Year Ended 
Program Services 

International 
Adoptive Adoptive Maternity 
Program Program Service Total 

Salaries $ 146,127 $ 19,227 $188,427 $ 353,781 
Employee benefits 15,405 2,027 19,864 37,296 
Payroll taxes 14,276 1,878 18,409 34,563 

Total salaries and 
related expenses 175,808 23,132 226,700 425,640 

Professional fees 6,089 801 10,458 17,348 
Purchased services: 

Medical 12,688 12,688 
Nonmedical 1,654 249 14,141 16,044 

Supplies 3,946 1,547 4,398 9,891 
Telephone 3,342 441 4,819 8,602 
Postage 1,727 267 1,447 3,441 
Occupancy 15,279 2,011 19,852 37,142 
Outside printing and artwork 288 22 214 524 
Transportation 2,163 2,267 6,490 10,920 
Conferences, conventions, meetings 3,993 402 1,187 5,582 
Advertising expense 13,529 3,945 38,819 56,293 
Membership dues 206 622 214 1,042 
Equipment repairs and maintenance 1,064 140 1,372 2,576 
Computers 2,515 360 2,901 5,776 
Depreciation 
Volunteers 
Professional insurance 
Fund-raising, public relations 14,683 419 3,449 18,551 
Miscellaneous 486 2,448 1,757 4,691 

$246,772 $ 39,073 $ 350,906 $ 636,751 

See accompanying notes. 
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June 30, 2008 
Supporting Services 

Management 
and General Fund-raising 

$ 28,841 
4,568 
2,818 

$ 1,923 
257 
188 

$ 

Total 

30,764 
4,825 
3,006 

Total All Expenses 
For the Year Ended 

June 30, 
2008 2007 

$ 384,545 
42,121 
37,569 

$ 314,399 
35,828 
32,765 

36,227 

3,883 

1,102 
733 
220 

3,017 
33 

766 
276 

1,406 
233 

(195) 
614 

23,735 
139 

811 
3,150 

$ 76,150 

2,368 

80 

991 
43 
14 

201 
2 

52 
12 

218 
2 

14 
252 

(43) 
7 

$ 4,213 $ 

38,595 

3,963 

2,093 
776 
234 

3,218 
35 

818 
288 

1,624 
235 

(181) 
866 

23,735 
139 

768 
3,157 

80,363 

464,235 

21,311 

12,688 
16,044 
11,984 
9,378 
3,675 

40,360 
559 

11,738 
5,870 

57,917 
1,277 
2,395 
6,642 

23,735 
139 

19,319 
7,848 

$717,114 

382,992 

64,528 

3,815 
17,782 
10,945 
8,837 
3,869 

35,561 
997 

8,114 
5,998 

45,018 
640 

3,618 
11,166 
23,696 

285 
2,162 

10,486 
5,821 

$646,330 
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St. Mary's Services
 
Statement of Cash Flows
 

For the Year Ended June 30,
 

2008 2007 

Cash '110ws from operating activities: 
Change in net assets $ 27,330 $ (29,841) 
Adjustments to reconcile change in net 

assets to net cash from operating activities: 
Depreciation 23,735 23,696 
Loss (gain) on investments 232,027 (67,078) 
Undistributed loss (income) from 

perpetual trusts 90,700 (92,964) 
Cash provided by (applied to) other 

operating activities: 
Accounts receivable (15,290) 5,352 
Interest and dividends receivable 7,020 1,045 
Prepaid expenses 14,363 (207) 
Accounts payable (2,259) (22,949) 

Cash from operating activities 377,626 (182,946) 

Cash flows from investing activities: 
Proceeds from sale of investments 5,391,121 2,130,509 
Purchase of investments (5,078,011 ) (1,973,307) 
Purchase of property and equipment (1,925) (2,076) 

Cash from investing activities 311,185 155,126 

Net change in cash 688,811 (27,820) 

Cash and cash equivalents, beginning of the year 123,062 150,882 

Cash and cash equivalents, end of the year $ 811,873 $ 123,062 

See accompanying notes. 
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St. Mary's Services
 
Notes to the Financial Statements
 

1. Summary of Significant Accounting Policies 

Services - St. Mary's Services (St. Mary's) is a not-for-profit charitable organization 
involved in child welfare services. Among its major programs are an adoption service, a 
maternity program providing services to pregnant adolescents and women, including 
counseling, and financial assistance as needed, a consultation and education service 
program, and preadoptive parent preparation classes for prospective parents. 

General - These financial statements, which are presented on the accrual basis of 
accounting, have been prepared to focus on St. Mary's as a whole, to present balances and 
transactions according to the existence or absence of donor imposed restrictions. This has 
been accomplished by classification of transactions into three classes: permanently 
restricted, temporarily restricted, or unrestricted. 

Net assets and revenues, expenses, gains and losses are classified based on the existence 
or absence of donor imposed restrictions. Accordingly, net assets and changes therein are 
classified as follows: 

Permanently Restricted Net Assets - Net assets subject to donor imposed 
stipulations that may be maintained permanently by St. Mary's. Generally, the 
donors of these assets permit St. Mary's to use all or part of the income earned 
on related investments for general or specific purposes. 

Temporarily Restricted Net Assets - Net assets subject to donor imposed 
stipulations that mayor will be met by actions of St. Mary's or the passage of 
time. St. Mary's currently has no temporarily restricted net assets. 

Unrestricted Net Assets - Net assets not subject to donor imposed stipulations. 

Revenues are reported as increases in unrestricted net assets, unless use of the related 
assets is limited by donor imposed restrictions. Expenses are reported as decreases in 
unrestricted net assets. Gains and losses on investments, and other assets or liabilities, are 
reported as increases or decreases in unrestricted net assets, unless their use is restricted 
by explicit donor stipulation or by law. Expiration of temporary restrictions on net assets 
(Le., the donor imposed stipulated purpose has been fulfilled or the stipulated time period 
has elapsed) are reported as reclassifications between the applicable classes of net assets. 

Contributions, including unconditional promises to give, are recognized as revenues in the 
period received. Conditional promises to give are not recognized until they become 
unconditional; that is, when the conditions on which they depend are substantially met. 
Contributions of assets other than cash are recorded at their estimated fair value. 
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St. Mary's Services
 
Notes to the Financial Statements (cont'd)
 

1. Summary of Significant Accounting Policies (cont'd) 

General (cont'd) 

Income and realized net gains on investments of endowment and similar funds are reported 
as one of the following: (a) increases in permanently restricted net assets, if the terms of the 
gift or S1. Mary's Board's interpretation of relevant state law require that they be added to 
the principal of a permanent endowment fund, or (b) as increases in temporarily restricted 
net assets, if the terms of the gift impose restrictions on the use of income, or (c) as 
increases in unrestricted net assets in all other cases. 

Temporarily Restricted Net Assets - With respect to temporarily restricted net assets, 
contributions received with donor imposed restrictions that are met in the same year as 
received are reported as revenues of the unrestricted fund and are not included in the 
temporarily restricted fund activity. 

Use of Estimates - The preparation of financial statements in accordance with accounting 
principles generally accepted in the United States of America requires the use of estimates 
and assumptions that affect the reported amounts of assets, liabilities and changes in net 
assets at the date of the financial statements and during the reporting period. Actual results 
could differ from those estimates. Significant estimates used in the preparation of these 
financial statements include the following: 

S1. Mary's has not established an allowance for doubtful accounts. The 
realization of the receivables is based upon future collections. 

S1. Mary's records investments at fair value. The ultimate realization of the 
investments is based upon future economic factors related to the investments. 

For the aforementioned estimates, it is reasonably possible that the recorded amounts or 
related disclosures could significantly change in the near future as new information is 
available. 

Cash and Cash Equivalents - The Organization considers all highly liquid investments with 
an original maturity of three months or less to be cash and cash equivalents. 

Accounts Receivable - Accounts receivable are stated at the amount billed to clients. 
S1. Mary's does not charge interest or late fees on amounts past due. S1. Mary's has not 
established an allowance for uncollectible accounts, as it believes all accounts are 
substantially collectible. Management's periodic evaluation of the collectibility of accounts 
receivable is based on past experience, known and inherent risks in the accounts, adverse 
situations that may affect a borrower's ability to repay, and current economic conditions. 
The delinquency of accounts is based upon past due status in accordance with payment 
terms. Accounts deemed uncollectible are charged to expense. Receivables greater than 
ninety days past due as of year end totaled $12,675. 
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St. Mary's Services
 
Notes to the Financial Statements (cont'd)
 

1. Summary of Significant Accounting Policies (cont'd) 

Equity in Perpetual Trusts - The equity interest in perpetual trusts is stated at the fair 
value of the underlying trust assets. Annual distributions received are recorded as 
unrestricted investment income. Changes in the fair value of underlying trust assets are 
recorded as permanently restricted gains and losses. 

Property and Equipment - Property and equipment are stated at cost. Depreciation is 
provided over estimated useful lives using the straight-line method. The estimated useful 
life for building improvements is equal to the lesser of ten years or the remaining term of the 
current space sharing agreement. The estimated useful life for equipment is five years. 

Income Taxes - St. Mary's is a not-for-profit entity, as described in Section 501(c)(3) of the 
Internal Revenue Code, and is exempt from income taxes, except to the extent of any 
unrelated business income. There was no unrelated business income for the years ending 
June 30, 2008 or 2007. Accordingly, no provision for income taxes is included in the 
financial statements. 

2. Investments 

Investments are stated at fair value. Unrealized gains and losses are recorded in the 
statement of activities. The cost and market value of investments are as follows: 

Fair 
Cost Value 

June 30, 2008: 
Equities $ 3,431,074 $ 3,608,842 
Preferred stock 36,187 39,446 
Convertible bonds 116,024 113,841 

$ 3,583,285 $ 3,762,129 

June 30, 2007: 
Stocks $ 2,287,533 $ 2,899,159 
Mutual funds 290,663 289,724 
U.S. government and corporate 
Obligations 1,138,364 1,118,383 

$ 3,716,560 $ 4,307,266 
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St. Mary's Services
 
Notes to the Financial Statements (cont'd)
 

3. Equity in Perpetual Trusts 

Equity in perpetual trusts at June 30 is as follows: 

Calvin B. Beach Trust
 
Bishop of Chicago
 

2008
 

$ 785,513 
61,552 

$ 847,065
 

2007
 

$ 870,009 
67,756 

$ 937,765 

Unrestricted cash distributions from perpetual trusts for the years ended June 30 are as 
follows: 

2008 2007 

Calvin B. Beach Trust $ 25,847 $ 24,918 
Bishop of Chicago 2,614 2,515 

$ 28,461 $ 27,433 

Permanently restricted gains and losses in the underlying value of perpetual trust assets for 
the years ended June 30 are as follows: 

2008 

Calvin B. Beach Trust 
Bishop of Chicago 

$ 

$ 

(84,496) 
(6,204) 

(90,700) 

2007
 

$ 85,739 
7,225 

$ 92,964
 

- 10 ­



St. Mary's Services
 
Notes to the Financial Statements (cont'd)
 

4. Property and Equipment 

Property and equipment at June 30 is as follows: 

2008 2007 

Building improvements $ 466,992 $ 465,067 
Equipment 45,530 45,530 

512,522 510,597 
Less accumulated depreciation 492,686 468,951 

$ 19,836 $ 41,646 

5. Retirement Plan 

St. Mary's maintains a qualified defined contribution plan in accordance with Section 403(b) 
of the Internal Revenue Code. Contributions are at the discretion of the Board of Trustees. 
Contributions for the year ended June 30, 2008 were $19,415 ($11,151 in 2007). The plan 
also provides for voluntary contributions for employees. 

6. Restrictions and Limitations on Net Assets 

Permanently restricted net assets as of June 30 consist of the following: 

2008 2007 

Endowment funds: 
George D. and Isabella Brown Fund $ 540,629 $ 540,629 
Jennie Bryan Payne Endowment Fund 30,000 30,000 
Sister Frances Memorial Trust 2,000 2,000 
Thomas D. Lowther Trust 16,789 16,789 
Lydia B. Hibbard Memorial Trust 5,000 5,000 
Walter P. Murphy Building Fund 5,000 5,000 
Dormitory Fund 12,975 12,975 
William Gold Hibbard Memorial Fund 4,849 4,849 
Scholarship Fund 24,422 24,422 
Other 6,241 6,241 

Equity in perpetual trusts: 
Calvin B. Beach 785,513 870,009 
Bishop of Chicago 61,552 67,756 

$ 1,494,970 $ 1,585,670 
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St. Mary's Services
 
Notes to the Financial Statements (cont'd)
 

6. Restrictions and Limitations on Net Assets (cont'd) 

The change in net assets designated for scholarships is comprised of the following: 

2008 2007 

Balance, beginning 
of the year $ 81,603 $ 78,999 

Investment income (loss) (2,557) 2,604 

Balance, end of the year $ 79,046 $ 81,603 

7. Space Sharing Agreement 

In August 2008, St. Mary's Services extended a space sharing agreement for general office 
space with St. Simon's Episcopal Church, Arlington Heights, for a five-year term, with an 
option for an additional five years, requiring payments of $7,896 per year, plus various 
operating expenses. Space sharing expense was $9,207 in 2008 and 2007. 

8. Comparative Prior Year Information 

The financial statements include certain prior year summarized information. Such 
information does not include sufficient detail to constitute a presentation in conformity with 
accounting principles generally accepted in the United States of America. Accordingly, 
except as noted above, such information should be read in conjunction with the financial 
statements for the year ended June 30, 2007. 
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Selden Fox, LTD.
 
A PROFESSIONAL CORPORATION 

CERTIFIED PUBLIC ACCOUNTANTS 
630-954-1400 619 Enterprise Drive email@seldenfox.com 
630-954-1327 FAX Oak Brook, Illinois 60523-8835 www.seldenfox.com 

INDEPENDENT AUDITOR'S STATEMENT OF RESPONSIBILITY 
FOR SUPPLEMENTARY FINANCIAL INFORMATION 

Board of Trustees 
S1. Mary's Services 
Arlington Heights, Illinois 

Our audits were made for the purpose of forming an opinion on the basic financial statements 
taken as a whole. The supplementary information on page 14 is presented for purposes of 
additional analysis, and is not a required part of the basic financial statements. Such 
information has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, in our opinion, is fairly stated in all material respects in relation to the 
basic financial statements taken as a whole. 

October 2, 2008 
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St. Mary's Services
 
Schedule of Permanently Restricted and
 

Unrestricted Designated for Investment Net Assets
 

Unrestricted 

Permanently 
Restricted 

Designated 
for 

Investment Total 

Endowment funds: 
George D. and Isabella Brown Fund 
Jennie Bryan Payne Endowment Fund 
Sister Frances Memorial Trust 
Thomas D. Lowther Trust 
Lydia B. Hibbard Memorial Trust 
Walter P. Murphy Building Fund 
Dormitory Fund 
William Gold Hibbard Memorial Fund 
Maria Arbeen Memorial Fund 
Scholarship Fund 
Other 

Equity in perpetual trusts: 
Calvin B. Beach 
Bishop of Chicago 

$ 540,629 
30,000 

2,000 
16,789 

5,000 
5,000 

12,975 
4,849 

24,422 
6,241 

785,513 
61,552 

$ 1,966,781 

52,441 
74,793 

$ 2,507,410 
30,000 

2,000 
16,789 

5,000 
5,000 

12,975 
4,849 

52,441 
99,215 

6,241 

785,513 
61,552 

1,494,970 2,094,015 3,588,985 

Other bequests and funds functioning 
as endowments (principal and income 
expendable at the discretion of the 
Board of Trustees) 1,809,350 1,809,350 

$ 1,494,970 $ 3,903,365 $ 5,398,335 
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