Catholic Diocese of Mephis Revised March 28, 2008

PROCEDURES FOR CONSTRUCTIOERXPANSION, ORMAJOR RENOVATION
OF FACILITIES

Policy

The intent of the Diocesan proceduresdapital projects, which are projects for the
construction, expansion, or major renovatioffiagilities, is to insue that projects are
financially sound and meet tineeds of the parish. G#gd projects do not include

normal operating expenses or emergency repd&tanning and execution of the financial
plan for the project are key ingredisrb the success of the project.

Pre-Construction

1. This document presumes that the Pdsasralready had consultation with the
parish pastoral council and finanaeuacil and other parish ministries and
organizations to determine and pria#ithe building and/or renovation needs of
the parish. It is also presumedthhe Pastor has or will appoinbailding or
planning committeeto assist throughout the course of the project.

2. Inthe preliminary planning stage, itassential that all urdstand there can be
no presumption that any project cameoence without consultation with and
permission of the Bishop To do so could cause serious misunderstanding
between the parish leadership, phaidners and the Bishop’s Office.

3. It may be necessary for the Pastor, grasicouncil and finance council to seek
general advice from an architect and/ontractor in order tobtain an idea of
what the future project could cost. Howee, in doing so, caution must be taken
to assure all that this first stepmeerely preliminary and not an indication that
the project has or will receive appedvPreliminary cost incurred for advice
should be minimal in case the project is not completed.

A. ltis presumedhat the Pastor will consult with his finance
council to determine if the projected cost is withinfihancial
ability of the parish and how the parish is to raise the funds for
the project in accordance with Diocesan Guidelines.

B. If the parish leadership determines the project is financially
feasible, a writterinancial plan for the project must be
prepared.
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Description of the project

Preliminary estimated cost of the project

Sources of all funds necessary for the completion of the
project

Projected operating cost fihe project once completed

A detailed plan for repayment of amount borrowed and
payment of additional operating costs.

6. A list and description of ptiges and an evaluation of

the collectibility of pledges obtained.

wn e
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The parish should decide if they wishviork with a

contractor from the inception of the project or wait for bid
submission after project is apwed by the Bishop. The Pastor
should consider that the dgstbuild practice of using a
contractor from the beginning afproject is sometimes
preferred by the architectf the parish decides to use design-
build, they should interview three or four contractors to see
what they will charge for their services and to determine
which one the Pastor, Committee, and architect feel most
comfortable working with.

SeeChecklist in addenda for forms and information needed for
proposed project.

If financing is required to compie the project, the debt service
detailed in the written finamal plan should be on terms no
longer than a 15 year amortization pfincipal and interest with

a 10 year balloon and at the préwvay rate of interest. The
written financial plan shoulohclude a 3-year historicabsh

flow statementand acash flow projectionfor the next five

years. The cash flow statemi@md projections should be based
on reconciled bank accounts, current financial statements, and
include all operating costs of the new facility.

C. If needed, pastors are encowa¢p seek the assistance of the
diocesan Chief Financial Officer (CFO) in the development
and preparation of the written finaial plan for the project. At
a minimum, the Pastor should sehd written financial plan to
the CFO for review. The CFO'’s review should focus on
whether the financial plan for the project meets Diocesan
Guidelines, whether the finantiaan is based on current
financial statements and cuntébank reconciliations, and
whether the proposed project wikhve any adverse effects on
the economic viability of the parish.
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Preliminary Approval by the Bishop

4. Once the above analysias taken place, the Pastothisn to write the Bishop
informing him of the overall plans, cldastating the reasons the project is
necessary and requestipgrmission to proceedwith the project. The Pastor
must submit the written financial planrfthe project and request permission to
undertake &apital campaign if required, to raise thneeded cash and pledges
for the project.

If the Bishop agrees that the preiirary analysis and estimated costs are
reasonable, he will send a letteithe pastor describing his approval and
outlining the subsequent steps in the process.

Projects Not Requiring Diocesan Financing

e Projects costingess than $25,000nay be handled by the Pastor. The
Facilities/Risk Managemeuiffice should be notified.

e Projects costingnore than $25,000 but less than $100,000ust receive
the permission of the Bishop, who catis with the Diocesan CFO and
the Facilities Risk Management Director.

e Projects costing100,000.00 or mordprior to receiving the Bishop's
permission), require theeview of the Bankig, Credit and Facilities
Committee and the Diocesan Buildiand Property Commission.

Projects Requiring Diocesan Financing

e Projects costinpetween $25,000 and $100,00@ust receive approval of
the Bishop who will consult with Diocesan CFO and the Facilities/Risk
Management Director.

e Projects costingnore than $100,00(have the following additional
requirements.

Approval for Financing

5. After the Bishop grantsreliminary approval of the project, the Pastor may
proceed with any planned capital campamgmnaise the needed cash and pledges
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for the project. The diocesan guidebrfer projects costing more than $100,000
and requiring financig are as follows:

e The parish must beurrent in all obligations to the diocese, i.e.
Cathedraticum, high school assessment, or loans.

e 50% of the project cost must becash and on deposit at the
diocese

o 25% of the project cost must bedallectible short-term (3-year )
pledges

e 25% of the project cost may berrowed through the diocese.
Borrowing from a third party must be approved by the Bishop.

Pledgesare a commitment to pay towarthe project and are subject to
confirmation during thénancial audit.

Any exceptionsto these guidelines must bepported by compelling reasons as
determined by the Bishop in consultation with Banking, Credit, Facilities
Committee, a committee of the Diocesan Finance Council.

Once the Pastor determines that the ptajait meet the Diocesan Guidelines, the
architect plans should proceed to tlesign and development stageThe written
financial plan for the mject should be updated tteflect the then current
estimated cost of the project and theutes of any capital campaign conducted by
the parish. The updated written financiampkhall be submitted to the diocesan
Building and Property Commissionand the diocesaBanking, Credit,

Facilities Committee. The Pastor with his advisoasid the architect shall meet
with the Banking, Credit, Facilities Committee and the Building and Property
Commission and to discuss the project and the written financial plan.

6 As soon as practical after meetimgh the Pastor and his advisors, Benking,
Credit, Facilities Committee will make itsrecommendation to the Bishopand,
if approved, the project ieady for the architect to prepare final plans and
specifications.

Construction Procedures

Note: Procedures # 1,2,3, and 4 do not applypieaselected contractoris used during
the design and development phase.

1. Final plans, specifications, and bid do@nts are given to the Facilities/Risk
Management Director. #verything is in ordethe bid processbegins.



Catholic Diocese of Mephis Revised March 28, 2008

2

3

4.

The bid package (plans, specificaticarsgl contract documents) are sent to
appropriate contractors and a dpiedate and time are set.

At the appointed timand place bids are opened.

Immediately after bids are opened, a nmgeis held with the pastor and parish
building committee to determine which cratdtor to use. If the selected
contractor’s bid exceedghe estimated project costs detailed in the written
financial plan, the Pastor must infothre CFO and obtain the approval of the
Bishop before a contract is negotiatéiche Bishop shall seek the advice and
recommendation of thBanking, Credit, Facilities Committee before
approving a contract which is @xcess of 110% of the estimated project cost
detailed in the written financial plan for the project.

The selected contractor must presectraract to the Pastor to be reviewed by
the Facilities/Risk Management Directdrhe selected contractor must present a
surety bondto insure job completionFrequently the bond requirement is
waived if the contract provides fora retained amount and if the Banking,
Credit, and Facilities Committee agrees |If the architet approves the bond

and the Facilities/Risk Magament Director and diocas attorney approve the
contract, the contract is signed.

A notice to proceeds issued to the contractby the architect.

During constructiothe architect wilinspect the jobto insure compliance with
plans and specifications. The atebt also reviews and approvéraw
requestsmade by the contractor. Alsaepresentative from the Catholic
Center must be present ag ttraw-request inspection.

The architecwith the approval of the Pastormay approvehange orders but
change orders aggregating more tab,000 must be approved by the Bishop,
or his representative.

When construction is at the approfiatage, the architect will issue a
certificate of substantial completion and the building is ready for

occupancy Then the architect makes a list of items requiring completion or
correction is given the camtctor. At this point the pastor needs to secure
property insurance for the project.

10. Afinal inspectionis conducted by the architect afithe job is complete except

for some minor punch-list items, final pagnt and the 10% retainage is released
to the contractor.

11. If the parish supervisesnstruction, the parish wilelect the architect and a

member of the parish building comreigt will be the contact person for the
architect. The other described procedures remain the same.
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SPECIAL ADDITIONAL GUIDELINES FOR CONSTRUCTION/RENOVATION OF
A CHURCH

1. Once the Pastor and appropriate pas@hmittees have determined the time
is right to proceed with the buildirgy renovation of a church, the Bishop’s
permission is to be obtained to undertake the projediturgical specialist
is to be engaged to insure thauath will be built consistent with
contemporary liturgical practices. TH@cesan liturgy officecan be of
assistance in this stage. It is essgrbhat the architect and Liturgical
specialist work together in developing the plans for the church.

2. Thearchitect and liturgical specialist are to work closely with the pastor
and parish building committee to imporate the propdsuilding philosophy
into the plans. The architect and liturgl specialist are to be informed of
how much money is available for the tgtabject. It is presumed that several
meetings will be necessary before finalizing the plans and cost estimate.

3. Once the plans have been finalized approved by the Bishop, should there
be a need or desire to mak@jor changesin the planning or building stages
that affect the financial cost ofdtproject, the Bishop must be informed
immediately. He will seek the advice and recommendation dan&ing,
Credit, Facilities Committee before approving the einges and/or additional
cost.

Post Construction

1. Once construction is completdpan amortization schedule is prepared based
on the prevailing interest rater a period of 15 years.

2. The financial analysis should feee the ability of the parish toeet debt
service(principal and interest) andcreased costs of operationsHowever, if
the parish does encounter difficultynmaking required payments, the parish
should contact the CFO immed#at for assistance. Thmarish should be kept
informed about the progress of debt reduction.

Addenda:

1. Forms for financial plan
2. Checkilist of steps.



