Immaculate Heart of Mary Church
13505 Excelsior Boulevard Minnetonka, Minnesota 55345

Immaculate Heart of Mary is a community whose members,
called by Baptism and formed by life long education,
grow in faith and holiness through worship, prayer, and service
guided by the Gospel and traditions of the Catholic Church.

MASSES
DAILY:
9:15 am (Monday-Friday)
SATURDAY: 4:30 pm
SUNDAY: 8:30 am and 10:30 am
PARISH OFFICE—952-935-1432
HOURS: 8:30 am—4:30 pm (Monday-Friday)
Parish Website: www.ihm-cc.org
Stay informed of parish events and news by following
the bulletin which is always online at www.ihm-cc.org.

State of the Parish Report from the Pastor
Brief History
Prior to 2008 things were already
changing at IHM. Demographics were
changing both from within the parish
as younger families left for a variety of
reasons and also in the Minnetonka
geographical area families with
children declined, even though experts
Dear Parishioners of
projected growth. During this time the
Immaculate Heart of Mary Parish,
parish undertook two major endeavors
I am pleased at long last to present
when the new church was built in
this financial report for our parish. This 2000 and the independent IHM
past June I began my sixth year as
School was started in 2005 which
your Pastor. Since arriving in 2008 the included adding a junior high wing.
parish has endured many changes in Though these projects had support at
staff, changes in the school and
the outset, over time it became a
changes in the makeup of the parish financial strain on the parish to
population. All have in some way or
sustain a monthly mortgage payment
another affected the financial picture and fund the IHM School while still
of IHM. The following is my letter
paying for ministry programs, staff
giving you the background and what
salaries and operational bills for both
we are doing today and in the future. the parish and school. For several
Following my comments please note
years the system seemed manageable
the letter from the Finance Council
until enrollment in the school began to
and the year-end statement (FY 2012-13). decline in 2008 and each year
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thereafter. With the loss of students
came less cash flow and in the
2007-2008 fiscal year there was
already an operating loss of $12,000.
With less school tuition, the parish
began to rely on savings and reserves
each year to meet the shortfalls. The
economic recession further added to
the strain as more students left the
school, parishioner income became
stressed, some lost their jobs and
parish income began to fall. Though
we froze salaries and trimmed staff in
the parish and school, in retrospect
we should have been more aggressive
in cost cutting. With declining
enrollment and financial strain at IHM
and surrounding parishes, the
Archdiocese encouraged a Regional
School in the area and therefore IHM
and St. John’s in Hopkins formed
Notre Dame Academy. The hope is for
more parishes to join in the future.
(Continued on page 2)

(Continued from page 1)

Adding to the mix, the parish financials
were set up as modified cash versus
accrual accounting making it difficult
to decipher where the parish stood
from fiscal year to fiscal year (July 1 to
June 30.) The changeover in staff with
four business administrators in six
years made the financial management
process all the more difficult and
confusing. For example, in 2008 it
would seem that we had healthy
savings in the bank but recently we
learned a great deal of the money was
restricted or in endowment funds
where only interest can be used. By
the time this was understood, we had
already chosen to accelerate
payments on the church mortgage,
renovate the rectory, and the parish
launched a capital campaign to pay
down the debt and renovate the
church (the school also conducted a
capital campaign.) When IHM School
officially closed at the end of May
2013 there were significant costs the
parish had to absorb, further adding to
the strain. This past year the financial
picture had become so severe we
could not pay bills. Questions began to
surface as to what was causing the
financial problem. The Chancery also
began to notice. At a meeting with
Bishop Lee A. Piché in late spring,
I asked for an independent consultant
to come to IHM and help us with the
administration of the parish.
Mary L. Bosscher was assigned and
has been working with us for the past
five months.
The Present
Since July 2013, Mary Bosscher,
Scottie Bahr, Parish Business
Administrator, and I as your pastor
have been meeting together and also
with the staff to study and plan for the
future. At the outset it was clear the
parish had fallen behind on policies
and procedures in administration and
in financial management. We have
already implemented the following
processes to help better organize our
parish going forward:
•two CPA’s from the accounting firm
of Mazanec, Bauer & Associates,
P.L.C. began to examine our financials,
close out the fiscal year 2012-2013
and prepare a budget for 2013-2014.

•the parish Finance Council added 3
more members and the role of Trustee
and Council chair were clarified.
•the parish formed a new Pastoral
Council to help rejuvenate and
promote many ministries at IHM.
•all staff members will soon receive
updated job descriptions and every
staff member was assigned a
supervisor.
•the staff completed PACE/PRISM
requirements so IHM qualifies for a
decrease in our insurance premium.
•all staff had new background checks
performed and as necessary attended
Safe Environment Training.
•the Parish Personnel Policy
Handbook and other parish policies
and procedures were updated.
•there is an updated organization flow
chart to demonstrate lines of authority
within the parish structure.
•a short term loan/ line of credit has
been secured to help ease cash flow
issues.
The Future
While there has been a tremendous
amount of work done to date, we need
safeguards in place to make sure that
going forward, our finances will be
better managed. To ensure this
happening, the following procedures
are in place:
•all staff departments have been
asked to cut their budgets by 15% for
the year 2013-2014.
•all parish bills, bank reconciliations
and journal entries will be reviewed by
Mazanec, Bauer & Associates with a
future goal to move this process to
PASC, the Archdiocesan accounting
service.
•once a month a qualified CPA will
examine our books to make sure all is
in order.
•bills will be paid weekly rather than
randomly.
•IHM will migrate to the Archdiocese
Approved Financial Software Program
so that Trustees and Finance Council
have real-time access to data.
•the firm of CliftonLarsonAllen LLP will
perform a complete audit of our
financials for 2012-2013 and
2013-2014. If necessary a third
review will be done in 2014-2015.
Results of the first audit will be available to parishioners in January 2014.

Conclusion
We have been through some very
difficult times as a parish. Hindsight is
always 20/20 and placing blame does
no good. What is important is that we
learn from the past and not repeat
mistakes. You will note on the
attached financials the picture is not
pretty. However, the good news is we
are getting caught up on the payment
of bills and last month because of
generous collections and all school
obligations being paid, we showed a
positive cash flow. We seemed to have
turned the corner. Going forward I
trust we will be a more efficiently run
parish and with all the new procedures
with our financials we can be better
stewards of what has been entrusted
to us. I want to thank the staff,
trustees, and Finance Council who
helped prepare this report.
How can you help?
Going forward I would ask all
registered parishioners to:
•attend Mass at IHM as often as you
can to ensure our community is well
represented. While I understand from
time to time you must attend Mass
elsewhere, if you are registered at IHM
then as a parishioner please try to
attend Mass on Saturday 4:30PM or
Sunday at 8:30 AM and 10:30AM. It is
important that we pray together as a
community.
•support the parish financially by
using the envelopes sent to your
homes. Many are now choosing
electronic giving so that even when not
able to attend Mass at IHM, the parish
receives financial support.
•give your time and gifts to a ministry
at IHM. After the New Year the
Pastoral Council will be sending all
parishioners a Stewardship letter and
a list of all the many ministries at our
parish.
Whatever you can do to help keep our
parish healthy and strong is most appreciated. We have been so blessed at
IHM and the question we must always
ask is: “How shall I repay the Lord for
his goodness to me?”
God Bless you!
Sincerely in Christ,

Fr. David
Ostrowski,
Pastor
Immaculate
Heart
of Mary ∙ Page 2

ANNUAL REPORT FY 2012-2013
From Parish Finance Council
(11/2013)
Dear Parishioners,
Following is some additional detail on
our finances to supplement the letter
from Fr. David Ostrowski.
FINANCE SUMMARY
The Good News:
 IHM has continued to reduce our
mortgage and we are below
$500,000, for the first time in 10
years and down from $1.7 million
just 4 years ago.
 The new regional school, Notre
Dame Academy, (merging IHM
school and St. John’s school) the
successor to IHM Catholic School
has 10% more students than were
budgeted. New agreements are
being put in place that have
improved the manner in which
expenses and maintenance are
allocated to the regional school
compared to when the school was
part of the parish. As a regional
school some of the costs that were
otherwise incurred wholly by IHM
are now shared with other parishes
in support of the school.
 We have continued to collect on
the capital campaign pledges for
the church renovation and hope to
proceed with that project in
mid - to –late 2014 if possible.
 The endowment fund grew as the
investment market improved in
2013 and was at $244,000 at
fiscal year end (June 2013). This
fund was established in 2007 and
we receive annual distributions
from the investment earnings in
excess of the principal funds,
which cannot be withdrawn.
 We made some necessary facility
improvements: restrooms were
added to the lower level Faith
Formation and Youth Group areas
and there were some boiler
repairs.
The Challenges:
 The closing of the IHM Catholic
School and establishment of the
NDA regional school resulted in a
significant number of one-time
transition expenses of $195,000













which, without the benefit of
offsetting tuition, put a great deal
of stress on the cash requirements
of the Parish. A portion of these
costs have been paid
(July 1– October 15, 2013) such
as severance and separation costs
for the former IHM school staff, but
there are other expenses which will
be paid out in various monthly
installments during the next 18
months.
The IHM School finished with a
deficit of $64,000 for 2012-2013.
School expenses were above
budget and the fundraising and
school capital campaign fell short
of plan as the creation of the new
regional school interrupted some
of the normal fundraising efforts.
The parish changed accounting
methods from a cash basis to an
accrual basis. While this will
provide a truer picture of ongoing
operations each fiscal year, the
change in bookkeeping resulted in
additional expenses being
recorded in 2013 that would not
have been recognized under the
former cash basis method. We
took a conservative approach in
recognizing possible future
expenses including future pension
obligations, insurance and
Archdiocesan assessments.
Adjustments will be made as
actual calculations are completed
in future periods.
These various increased demands
on the cash resources of the
Parish required that we stretch
payment terms and negotiate with
our suppliers and lenders,
primarily the Archdiocese and
Catholic United (mortgage lender).
Our weekly offertory collections of
$1,034,000 declined $21,000
from the amount received in 2012
and finished $31,000 below our
budget of $1,064,000.
We had budgeted additional
voluntary debt (principal
reductions) contributions of
$38,000 more than we received.
The decline in our offertory and the
shortfall in the debt-reduction
contributions resulted in a cash
shortage to meet parish
obligations of $69,000.



IHM has 1,023 registered
households in the parish. 366
households (35%) did not offer any
financial support to the parish,
although some of those families
may contribute volunteer time and
talent, or not use envelopes. We
hope to improve the level of
contributions as we enter the
annual renewal campaign in the
spring. On-going support from all of
the households in the Parish is
very important to the future health
of the Parish.

The challenges highlighted above
resulted in closing statements with a
loss for 2012-2013 of $432,000. This
created a short term cash crunch.
Since the beginning of the new fiscal
year, July 1, we have paid all
severance costs and have been
working down the other payables so
that we are current except for those
items we are working through with the
Archdiocese.
While our balance sheet reflects Cash
and Endowment Funds of nearly
$750,000, these funds are segregated
for the Time to Renew Campaign and
the Endowments and are unavailable
for short term cash needs. To meet the
operating cash needs, in October,
2013 we secured a $100,000 bank
line of credit and are working with the
Archdiocese to arrange a payment
plan for monies due to them
(Insurance, Assessment, some Benefit
costs, etc.) and are reworking the
terms of the remaining mortgage with
Catholic United.
We have decided to have the church
financial statements audited to
improve transparency and reliability of
the financial information upon which
our financial decisions are based. We
have engaged CliftonLarsenAllen, LLP
to conduct an audit and prepare a
report based on the 2012-2013 year.
Once finalized, that report will be made
available to everyone in the parish. The
financial statements accompanying
this report are pre-audit and subject to
possible changes suggested by the
auditors .

Preliminary FY2013-2014 Budget
The preliminary budget for the fiscal
year ending June 30, 2014 is
projecting a break even to surplus
status. Staff meetings were recently
held with each department to
identify expense reductions where
possible, while maintaining the
integrity of the programs. As noted
above, the biggest change for the
parish budget for 2014 is the
establishment of the regional school.
The Archdiocese is reviewing our
proposed lease and usage
Agreements with Notre Dame
Academy (“NDA”). The agreements
provide for an IHM school subsidy
contribution of $206,000 in the next
fiscal year to NDA. In turn, NDA will
reimburse IHM for occupancy and
maintenance expenses. Previously,
the parish had a bookkeeping entry
to record a school subsidy
contribution to IHM School of
$325,000. Since the Parish and
former IHM School were legally
combined, this bookkeeping entry
was like taking money from your left
pocket and putting it in your right
pocket. Ultimately, IHM Parish was
required to cover any shortfall or
deficit in the former IHM School. As
the new regional school is a separate
legal entity, there will now be actual
transactions between the parish and
the school which will provide greater
transparency in the financial
statements of both the Parish and
the regional school. We expect that
the new financial arrangements with
NDA will result in a reduced net
expense for the Parish compared to
the former IHM School.

Finance Council
financecouncil@ihm-cc.org
Fr. David Ostrowski, Pastor
Tom Singsank, Chair
Mary Jo Dickinson, Trustee
Larry Hruby, Trustee
Geralyn Barone, Vice Chair
Rob Barniskis
Anne Koss
Kristin Stanley

Summary
We recognize there has been an
enormous amount of information
presented in this letter and the
financial condition of the Parish
appears less positive than we have
reported in prior years. However, we
are confident that through
everyone’s prayers, support and hard
work we will manage through these
challenges. There are many positive
undertakings and we do have a
vibrant parish community.
Attached are schedules supporting
the statements made in this letter.
Please take the time to understand
the financial condition of the parish
and the actions we are undertaking
to address the current funding
needs. If there are any terms used
above that you do not understand or
wish to ask questions about the
statements please feel free to email
your questions to Finance Chair,
Tom Singsank at
financecouncil@ihm-cc.org .
We are making every effort to
safeguard Parish assets and provide
accurate financial reports. We
apologize for the delay in providing
this crucial update on the financial
affairs of the parish, but a significant
amount of work to compile, analyze
and review the past year was needed
before any information was released.
Prayerfully consider if you are able to
offer additional financial
contributions to your parish.
Thank you for your continued
support of our parish -it is greatly appreciated.

A capital
campaign to
enhance our
church and
church gathering
space and retire
our debt

Goal: $1.2 Million

In pledging, parishioners were given the
option of designating a portion of their
“Time to Renew” pledge to other specific
needs in the parish.
Pledged to date:
Received to date:

$1,186,303
$718,453

Less Expenses:

$272,406*

Cash in the bank:

$446,047**

includes payments on pledges and gifts

Cost based on a $2 million project and includes fees
paid to Fundraiser, Architect, Contractor, Debt, Youth &
IHM School
Includes money for designated and undesignated
projects, based on unaudited numbers

Pledge payments yet to be received:
$467,850
Further detailed information will be coming
in the parish audit report in 2014.

IHM Annual Statistics
10/1/12-9/30/13
Average Mass Attendance - October
(3 weekend Masses)
835
Baptisms
 Infant
 Children (1-7)
 Children (8-17)
 Adults (18+)
First Eucharist
Confirmation
Marriage
Deaths

25
0
1
0
36
44
4
44

Enrolled in
Pre-K Faith Formation
K-8 Faith Formation
Notre Dame Academy, Inc.
225 students

20
96
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