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Hope College

Notes to Financial Statements
June 30, 2019

(all amounts in thousands)

Note 10 - Notes Payable and Long-term Debt

The College has notes payable as of June 30, 2019 as follows:

Michigan Finance Authority General Revenue and Refunding Variable Rate Demand
Bonds, Series 2015 - In the amount of $13,940, issued to advance refund the remaining
portion of the Series 2004 bonds, due serially each April 1 in amounts ranging from $540
to $915, plus interest payable monthly at a variable weekly rate. The 2015 bonds mature
in fiscal year 2034 $ 10,150

Michigan Finance Authority General Revenue and Refunding Variable Rate Demand
Bonds, Series 2013 - In the amount of $16,225, issued to advance refund the remaining
portion of the Series 2002B bonds, due serially each April 1 in amounts ranging from
$685 to $1,145, plus interest payable monthly at a variable weekly rate. The 2013 bonds
mature in fiscal year 2032 12,205

Michigan Finance Authority General Revenue and Refunding Variable Rate Demand
Bonds, Series 2012 - In the amount of $11,220, 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 $15 to $1,340, plus interest payable monthly
at a variable weekly rate. The 2012 bonds mature in fiscal year 2032 11,135

Economic Development Corporation of Ottawa County General Revenue and
Refunding Variable Rate Demand Bonds, Series 2011 - In the amount of $10,000,
issued to advance refund a portion of the Series 2002A bonds, due serially each April 1 in
amounts ranging from $955 to $1,075, plus interest payable monthly at a variable weekly
rate. The 2011 bonds mature in fiscal year 2022 3,160

Michigan Finance Authority General Revenue and Refunding Variable Rate Demand
Bonds, Series 2010 - In the amount of $10,200, issued to advance refund a portion of
the Series 1999 bonds, with the final principal payment of $1,295 due on October 1,
2019, plus interest payable monthly at a variable weekly rate. 1,295

Total $ 37,945

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:

2020 $ 4,015
2021 2,395
2022 2,450
2023 2,315
2024 2,405

Thereafter 24,365

Total $ 37,945

The College has an unsecured line of credit with a bank, which has available borrowings of $8,000.
Interest is payable monthly at a rate of LIBOR plus an applicable margin. The line expires on June 29,
2020 and is subject to various financial covenants. There were no borrowings outstanding on this line of
credit as of June 30, 2019.
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Hope College

Notes to Financial Statements
June 30, 2019

(all amounts in thousands)

Note 11 - 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 are used to manage the risk associated with interest rates on variable-
rate borrowings.

Any gains or losses recognized on derivatives are recognized in current year earnings.

Below is a summary of the swaps held by the College as of June 30, 2019:

Outstanding
Notional
Amount

Effective
Date

Fixed Rate
Paid

Variable
Rate

Received Fair Values

Swap
Termination

Date
Counterpart

y

Series 2002B and Series
2004, refunded by Series
2013 and Series 2015 $ 19,500

June 17,
2008 3.607%

One-week
LIBOR $ (3,777)

April 3,
2034 JPMorgan

Series 2010 1,295
December
17, 2010 0.875%

65 percent
of one-
month
LIBOR 2

October 1,
2019 PNC

Series 2011 3,160
December
14, 2011 1.699%

80 percent
of one-
month
LIBOR (20)

April 1,
2022 PNC

Series 2012 11,135 May 1, 2012 2.277%

80 percent
of one-
month
LIBOR (750)

April 1,
2032 PNC

An unrealized loss totaling $1,806 is included as a fair value adjustment to nonoperating revenue for the
year ended June 30, 2019. The realized loss in the amount of $663 on the four agreements has been
recognized in interest expense for the year ended June 30, 2019.

Note 12 - Beneficial Interest and Obligations Under Split-interest Agreements

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 market value of assets related to these agreements totals $10,346 and is included in cash and cash
equivalents and investments.

Net assets related to these agreements are classified as with donor restriction 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.
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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, 2019 and have
issued our report thereon dated October 11, 2019, which contained an unmodified opinion on those financial
statements. Our audit was performed for the purpose of forming an opinion on the 2019 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 2019 financial
statements. The information has been subjected to the auditing procedures applied in the audit of the 2019
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 2019 financial statements as a whole.

October 11, 2019
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Hope College

Combining Statement of Financial Position
June 30, 2019

(with combined totals for June 30, 2018)
(in thousands)

Current
Unrestricted

Current
Restricted Plant Endowment Annuities Agency Student Loan Total 2018

Assets

Cash and cash equivalents $ 5,780 $ 11,601 $ 6,805 $ 3,073 $ 211 $ 924 $ 1,532 $ 29,926 $ 32,571
Investments - - - 227,569 10,135 - - 237,704 223,127

Receivables:
Student accounts and loans

receivable - Less allowance for
doubtful accounts of $505 at
June 30, 2019 and 2018 482 - - - - - 4,602 5,084 6,216

Contributions receivable - 2,739 3,933 818 - - - 7,490 10,011
Government grants receivable - 739 - - - - - 739 819
Other receivables 1,855 - - 1,678 - 94 - �　
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