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To the Board of Trustees 
Hope College

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Hope College as of June 30, 2016 and the changes in its net assets and its
cash flows for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Report on Summarized Comparative Information

We have previously audited Hope College's 2015 financial statements and we expressed an
unmodified audit opinion on those audited financial statements in our report dated October 23,
2015. In our opinion, the summarized comparative information presented herein as of and for
the year ended June 30, 2015 is consistent, in all material respects, with the audited financial
statements from which it has been derived.

Emphasis of Matter

As explained in Note 2, the financial statements include hedge funds, limited partnerships, and
fund of funds investments valued at $128,195,585 (34.4 percent of net assets) whose fair values
have been estimated by management in the absence of readily determinable fair values.
Management's estimates are based on information provided by the fund managers or the general
partners.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 24, 2016 on our consideration of Hope College's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, grant agreements, and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Hope College's internal control over financial reporting and
compliance.

October 24, 2016  
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Hope College

Statement of Financial Position
June 30, 2016

(with comparative totals for June 30, 2015)

June 30, 2016 June 30, 2015

Assets

Cash and cash equivalents $ 36,220,894 $ 49,434,140
Receivables:

Student accounts and loans receivable - Less allowance for
doubtful account of $505,000 and $470,000 at June 30,
2016 and 2015, respectively 5,671,558 5,756,801

Contributions receivable - Net (Note 4) 15,079,609 19,210,289
Government grants receivable 466,913 517,180
Other receivables 2,723,954 2,006,973

Inventories and other assets 761,660 861,256
Prepaid and deferred expenses 2,453,994 1,885,007
Note payable issuance costs - Net 255,235 278,192
Investments (Note 2) 190,007,753 199,279,213
Beneficial interest in trusts (Note 8) 7,936,121 8,647,164
Land, buildings, and equipment - Net (Note 5) 202,442,089 194,970,418

Total assets $ 464,019,780 $ 482,846,633

Liabilities and Net Assets

Liabilities
Accounts payable and tax withholdings $ 7,249,888 $ 8,753,458
Accrued liabilities 2,400,806 2,311,829
Students' and other deposits 1,309,791 1,353,240
Deferred tuition and fees 246,738 299,767
Obligations under split-interest agreements (Note 8) 7,368,161 7,933,856
Notes payable (Note 6) 49,320,000 53,255,000
Fair value of interest rate swaps (Note 7) 7,206,147 4,763,807
Refundable Federal Perkins Loan advances 5,755,239 5,903,447
Early retirement benefit (Note 10) 754,454 690,810
Accumulated employee postretirement plans (Note 10) 10,058,877 9,418,568

Total liabilities 91,670,101 94,683,782

Net Assets
Unrestricted 182,162,933 177,733,611
Temporarily restricted 51,073,938 75,387,829
Permanently restricted 139,112,808 135,041,411

Total net assets 372,349,679 388,162,851

Total liabilities and net assets $ 464,019,780 $ 482,846,633

See Notes to Financial Statements. 3



















Hope College

Notes to Financial Statements
June 30, 2016

Note 2 - Investments 

The following summarizes the College's securities by type at June 30, 2016: 

Fair Value Cost

Money markets and CDs $ 1,940,037 $ 1,940,037
Publicly traded securities 47,159,070 46,580,316
Corporate bonds 2,117,632 2,119,699
Federal and other Treasury-related securities 8,460,781 7,039,991
Hedge funds 80,330,968 66,413,812
Private equity, alternatives, other 28,040,473 23,915,684
Commodities and real assets 21,958,792 27,868,872

Total securities $190,007,753$175,878,411

Included in the above securities are investments, generally consisting of hedge funds,
limited partnerships, funds of funds, and other private equity securities totaling
$128,195,585 which do not have readily determinable fair market values and
consequently have been recorded at their estimated fair market value based upon the
most recent available valuation.

Investment income included in the accompanying statement of activities is as follows:

Total dividends and interest - Net of fees $ 449,599
Net realized and unrealized losses (14,452,376)

Total $ (14,002,777)

Reported as:

Endowment income recognized under spending policy $ 7,206,296
Dividend, interest, and other losses on nonendowed investments -

Net of fees (239,262)
Net losses on investments - Net of endowment income realized

under spending policy (20,969,811)

Total $ (14,002,777)

There was $847,771 of fees netted against investment income as of June 30, 2016.

Note 3 - Fair Value Measurements  

Accounting standards require certain assets and liabilities be reported at fair value in the
financial statements and provide a framework for establishing that fair value. The
framework for determining fair value is based on a hierarchy that prioritizes the inputs
and valuation techniques used to measure fair value.     
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Hope College

Notes to Financial Statements
June 30, 2016

Note 3 - Fair Value Measurements  (Continued)

Investments categorized as Level 3 assets and investments valued at net asset value
primarily consist of private equity, hedge, and fund of funds positions. The College has
processes in place to select the appropriate valuation technique and unobservable inputs
to perform fair value measurements. These processes include quarterly meetings with
the College's investment committee for calibration and review of Level 3 and
investments valued at net asset value monthly or quarterly fund manager statements and
annual audited financial statements. The College cannot independently assess the value
of these underlying positions through a public exchange or over-the-counter market.
The College utilizes a third-party investment manager to monitor the investments,
participate in fund manager calls, and obtain underlying financial information on the Level
3 investments and investments valued at net asset value.

The College's policy is to recognize transfers in and transfers out of Level 1, 2, and 3 fair
value classifications as of the actual date of the event of change in circumstances that
caused the transfer.

The following table sets forth a summary of the changes in the fair value of the College's
Level 3 assets for the year ended June 30, 2016

Fair Value at
July 1, 2015

Total
Unrealized

Losses
Included in

Change in Net
Assets

Fair Value at
June 30, 2016

Beneficial interest in trusts $ 8,647,164 $ (711,043)$ 7,936,121

Both observable and unobservable inputs may be used to determine the fair value of
positions classified as Level 3 assets and liabilities. As a result, the unrealized gains and
losses for these assets and liabilities presented in the tables above may include changes
in fair value that were attributable to both observable and unobservable inputs.
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Hope College

Notes to Financial Statements
June 30, 2016

Note 3 - Fair Value Measurements  (Continued)

(d) Real estate private equity - This strategy involves generating returns predominately through
the identification of undervalued or mispriced real estate assets or real estate-related
companies.  Investments would be expected to be made through either public or private
equity securities, convertible notes or warrants, or other acquired or originated debt
securities. The exposure within this asset class would be expected to be predominately
long-only exposure, and will generally be maintaining a long exposure to direct real estate
assets or real estate-related companies and securities. Additionally, it is not expected that
these assets would be held as marketable securities with an active or easily identifiable
market; however, the asset class overall would be expected to generate some level of
current income. This exposure is obtained primarily through investments in long-dated
limited partnership vehicles and is considered illiquid.

(e) Private equity - Domestic - This strategy involves making investments through limited
partnership structures and is illiquid in nature. Investments are typically made in unlisted
companies (companies not traded on public exchanges) or in some cases listed companies
are purchased and taken private. Private equity encompasses a broad array of strategies and
securities. Buyout, growth equity, and venture capital strategies purchase equity in private
companies at different stages of the company's life cycle. Other strategies such as
mezzanine or special situations will invest in debt, preferred equity, or other parts of a
company's capital structure. Investments may be in any sector of the economy or
geography in the United States, although funds will typically specialize in specific industries
and regions.

Note 4 - Contributions Receivable   

Contributions receivable are recorded at their net present value using a discount rate
equal to the 30-year Treasury bond rate on June 30 of the year in which the gift was
received (ranging from 2.30 percent to 7.00 percent). The contributions have been
made primarily for capital and operating purposes and are expected to be received as
follows:

Less than one year $ 8,323,201
One to five years 8,131,044

Total contributions receivable 16,454,245

Less unamortized discount (644,000)
Less allowance for uncollectibles (730,636)

Present value of contributions receivable $ 15,079,609
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Hope College

Notes to Financial Statements
June 30, 2016

Note 6 - Notes Payable and Long-term Debt  (Continued)

Michigan Finance Authority Ge neral Revenue and Refunding
Variable Rate Demand Bonds, Series 2012 - In the amount of
$11,220,000, were issued to provide funding for the renovation or
construction of student housing facilities, the renovation of student
dining facilities, and to advance refund the remaining portion of the
Series 2002A bonds, due serially each April 1 in amounts ranging from
$10,000 to $1,340,000, plus interest payable monthly at a variable
weekly rate (an all-in rate at June 30, 2016 of 3.59 percent). The 2012
bonds mature in fiscal year 2032 $ 11,180,000

Economic Development Corporation of Ottawa County
General Revenue and Refunding Variable Rate Demand
Bonds, Series 2011 - In the amount of $10,000,000, were issued to
advance refund a portion of the Series 2002A bonds, due serially each
April 1 in amounts ranging from $905,000 to $1,075,000, plus interest
payable monthly at a variable weekly rate (an all-in rate at June 30,
2016 of 2.50 percent). The 2011 bonds mature in fiscal year 2022 6,105,000

Michigan Finance Authority Ge neral Revenue and Refunding
Variable Rate Demand Bonds, Series 2010 - In the amount of
$10,200,000, were issued to advance refund a portion of the Series
1999 bonds, due serially each October 1 in amounts ranging from
$1,060,000 to $1,295,000, plus interest payable monthly at a variable
weekly rate (an all-in rate at June 30, 2016 of 2.05 percent). The 2010
bonds mature in fiscal year 2020 4,960,000

Total $ 49,320,000

The above debt is unsecured and the revenue of the College is pledged as collateral to
the debt. The bonds are also subject to various financial covenants. 

The balance of the above debt matures as follows:

2017 $ 3,675,000
2018 3,795,000
2019 3,905,000
2020 4,015,000
2021 2,395,000

Thereafter 31,535,000

Total $ 49,320,000
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Hope College

Notes to Financial Statements
June 30, 2016

Note 6 - Notes Payable and Long-term Debt  (Continued)

The College has an unsecured line of credit with a bank, which has available borrowings
of $8,000,000.  Interest is payable monthly at a rate of LIBOR plus an applicable margin.
The line expires on June 29, 2017 and is subject to various financial covenants. There
were no borrowings outstanding on this line of credit as of June 30, 2016.

Note 7 - Derivative Financial Instruments     

The College is exposed to certain risks in the normal course of its business operations.
The main risks are those relating to the variability of future earnings and cash flows,
which are managed through the use of derivatives. All derivative financial instruments
are reported in the statement of financial position at fair value.

In particular, interest rate swaps, which are designated as fair value hedges, are used to
manage the risk associated with interest rates on variable-rate borrowings.

For fair value hedges, the gain or loss on the derivative instruments is offset against the
loss or gain on the related hedged item recognized in current earnings.  Generally, the
College enters into hedging relationships such that changes in the fair value or cash flows
of items and transactions being hedged are expected to be offset by corresponding
changes in the values of the derivatives.

Any gains or losses recognized on derivatives that are not designated as hedging
instruments for which the College has elected not to apply hedge accounting are
recognized in current year earnings.

Below is a summary of the swaps held by the College as of June 30, 2016:

Outstanding
Notional
Amount

Effective
Date

Fixed Rate
Paid

Variable Rate
Received Fair Values

Swap
Termination

Date Counterparty

Series 2002B and
Series 2004 $ 21,000,000 6/17/2008 3.607% One-week LIBOR $ (5,727,722) 4/3/2034 JPMorgan

Series 2010 4,960,000 12/17/2010 1.530% 65% of one-month
LIBOR (42,953) 10/1/2019 PNC

Series 2011 6,105,000 12/7/2011 1.418% 70% of one-month
LIBOR (178,671) 4/1/2022 PNC

Series 2012 11,180,000 5/1/12 1.990% 70% of one-month
LIBOR (1,256,801) 4/1/2032 PNC

An unrealized loss totaling $2,442,340 is included as a fair value adjustment to
nonoperating revenue for the year ended June 30, 2016. The realized loss in the amount
of $771,009 on the four agreements has been recognized in interest expense for the
year ended June 30, 2016.
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Hope College

Notes to Financial Statements
June 30, 2016

Note 8 - Beneficial Interests and Obligations Under Split-interest
A greements   

The College is party to split-interest agreements with certain donors. These agreements
include contracts entered into with certain donors and trust agreements from which the
College benefits (matching unitrusts, pooled life revenue funds, and irrevocable trusts).
Under each agreement, the donor has contributed funds to be held in trust, with the
College as the beneficiary. As a condition of accepting the gift, the College is required to
pay a specified amount each year to the donor or a designated beneficiary until his or
her death. Upon death of the beneficiaries, the remaining funds become the property of
the College. The beneficial interests (market value of assets) related to these
agreements total $10,725,207 and are included in cash and cash equivalents and
investments.

Net assets related to these agreements are classified as temporarily restricted based on
donor stipulations.

Obligations under split-interest agreements represent the present value of future
payments to beneficiaries required under the agreements. The present value is
computed based on the normal life expectancy of the beneficiaries, using discount rates
ranging from 2.30 percent to 7.00 percent.

The College is also named as the beneficiary on certain charitable remainder trusts, lead
trusts, and perpetual trusts. 

The assets of the charitable remainder trusts are held with third-party trustees and upon
death of the donor, the receivable amounts will be collected by the College. The
receivable amounts under these agreements represent the present value of the gross
receivable amount and amounted to $4,144,470 as of June 30, 2016. 

The assets of the lead trusts are held with third-party trustees and the College is
designated as a beneficiary to receive distributions from the trusts for a designated
period of time. The monies received from these lead trusts are treated as restricted
income. Income distributions, restricted for scholarships and the sciences, received from
these trusts totaled approximately $620,000 for the year ended June 30, 2016. The
beneficial interest amounts under these agreements represent the College's designated
value of the underlying investments in the trust and amounted to $3,101,592 as of
June 30, 2016.
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Additional Information
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Independent Auditor's Report on Additional Information

To the Board of Trustees
Hope College

We have audited the financial statements of Hope College as of and for the year ended June 30,
2016 and have issued our report thereon dated October 24, 2016, which contained an
unmodified opinion on those financial statements.  Our audit was performed for the purpose of
forming an opinion on the financial statements as a whole. The combining statement of financial
position is presented for the purpose 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.

October 24, 2016
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Hope College

Combining Statement of Financial Position  (Continued)
 June 30, 2016

(with combined totals as of June 30, 2015)

Current
Unrestricted

Current
Restricted Plant Endowment Annuities Agency Student Loan 2016 2015

Liabilities and Net Assets
(Deficit)

Liabilities
Accounts payable and tax

withholdings $ 4,300,665 $ 257,569 $ 2,640,992 $ 21,843 $ 10,247 $ 18,572 $ - $ 7,249,888 $ 8,753,458
Accrued liabilities 1,064,035 - 1,336,771 - - - - 2,400,806 2,311,829
Students' and other deposits 898,225 - - - - 411,566 - 1,309,791 1,353,240
Deferred tuition and fees 246,738 - - - - - - 246,738 299,767
Obligations under split-interest

agreements - - - - 7,368,161 - - 7,368,161 7,933,856
Notes payable - - 49,320,000 - - - - 49,320,000 53,255,000
Fair value of interest rate swaps - - 7,206,147 - - - - 7,206,147 4,763,807
Refundable Federal Perkins Loan

advances - - - - - - 5,755,239 5,755,239 5,903,447
Early retirement benefit 754,454 - - - - - - 754,454 690,810
Accumulated employee

postretirement plans 10,058,877 - - - - - - 10,058,877 9,418,568

Total liabilities 17,322,994 257,569 60,503,910 21,843 7,378,408 430,138 5,755,239 91,670,101 94,683,782

Net Assets (Deficit)
Unrestricted (8,559,926) 4,754,686 153,249,317 32,106,422 - 249,891 362,543 182,162,933 177,733,611
Temporarily restricted - 10,675,398 14,066,834 22,947,387 3,384,319 - - 51,073,938 75,387,829
Permanently restricted - - - 138,814,675 - - 298,133 139,112,808 135,041,411

Total net assets
(deficit) (8,559,926) 15,430,084 167,316,151 193,868,484 3,384,319 249,891 660,676 372,349,679 388,162,851

Total liabilities and
net assets
(deficit) $ 8,763,068 $ 15,687,653 $ 227,820,061 $ 193,890,327 $ 10,762,727 $ 680,029 $ 6,415,915 $ 464,019,780 $ 482,846,633
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