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Hope College

Statement of Cash Flows (Continued)
Year Ended June 30, 2011
(with comparative totals for year ended June 30, 2010)

Cash Flows from Financing Activities
Proceeds from contributions restricted for:
Investment in endowment
Investment in land, buildings, and equipment
Payments on obligations under split-interest agreements
Payments for bond issuance costs
Proceeds from new split-interest agreements
Payments of notes payable and long-term debt
Proceeds from issuance of bonds
Refundable Federal Perkins Loan advances - Net of assignments

Net cash provided by financing activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents- Beginning of year

Cash and Cash Equivalents- End of year

See Notes to Financial Statements. 6

2011 2010
$ 2,791,477 $ 5,864,094
3,416,077 1,849,640
(839,653) (245,707)
(89,253) -
1,140,402 104,335
(14,635,000) (7,180,000)
10,200,000 -
(101,486) 434,044
1,882,564 826,406
4,692,735 (2,974,196)
20,734,385 23,708,581
$ 25427,120 $ 20,734,385

























Hope College

Notes to Financial Statements
June 30, 2011

Note 3 - Fair Value Measurements (Continued)

Investments categorized as Level 3 assets primarily consist of private equity, hedge,
and fund of fund positions. The College estimates the fair value of real estate
investments based on appraisals with the current market and other risks involved.
The College estimates the fair value of venture capital investments based on
valuations provided from fund managers or the general partners.

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 table below may include
changes in fair value that were attributable to both observable and unobservable
inputs.

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 investment assets for the year ended June 30, 2011:

Total Realized Net Purchases,

Balance at and Unrealized Sales, and Balance at

July 1, 2010 Gains (Losses) Maturities June 30, 2011
Hedge funds $ 35911874 $ 4,213,837 $ 145,180 $ 40,270,891
Commodities and real assets 19,975,006 4,297,434 1,507,222 25,779,662
Alternatives 27,161,258 3,485,725 (3,287,132) 27,359,851
Real estate and land contracts 1,325,606 (277,797) (1,047,809)
Other 100,554 38 (100,592)
Total $ 84474298 $ 11,719,237 $ (2,783,131) $ 93,410,404

Investments in Entities that Calculate Net Asset Value per Share

The College holds shares or interests in investment companies at year end whereby
the fair value of the investment held is estimated based on the net asset value per
share (or its equivalent) of the investment company.
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Hope College

Notes to Financial Statements
June 30, 2011

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

X Not incur an adjusted annual deficit (as defined) that is equal to or greater than
15 percent of total unrestricted current fund revenue plus cumulative realized
and unrealized net gains on investments in any fiscal year, and the sum of
adjusted annual deficit percentages in the immediately preceding last three fiscal
years minus the sum of adjusted annual surplus percentages in the immediately
preceding last three fiscal years shall not equal or exceed 25 percent (for the
year ended June 30, 2011, the College did not incur an adjusted annual deficit)

Michigan Higher Education Facilities Notes of 2004 - In July 2004, for the
benefit of the College, MHEFA issued $25,000,000 in general revenue and Refunding
Variable Rate Demand Bonds. The bonds were used to provide funding for the
remaining construction on the Martha Miller Center and the construction of the
DeVos Fieldhouse as well as the advanced refunding of $4,890,000 Series 1994
Bonds and $8,972,500 of Series 1996B Bonds.

The revenue of the College is pledged as collateral to the debt and, as additional
collateral for the 2004 Bonds, the College obtained a letter of credit in the amount
of $18,652,158. This letter of credit shall terminate no earlier than July 15, 2012, or
the first business day following the conversion of interest to a fixed rate. Due to the
remarketing agreement, it is possible, but not expected, that $18,425,000 of this
debt may be current if the bonds are not able to be remarketed.

Agreements related to the notes require that the College shall:

X Maintain for each year a liquidity ratio (as defined) equal to or greater than
100 percent (at June 30, 2011, the defined liquidity ratio amounted to
248 percent)

X Establish and maintain income available for debt service (as defined) in an
amount sufficient to provide annually sums equal to at least 110 percent of
maximum debt service (for the year ended June 30, 2011, income available for
debt service was 197 percent of maximum debt service)

X Not incur an adjusted annual deficit (as defined) that is equal to or greater than
15 percent of total unrestricted current fund revenue plus cumulative realized
and unrealized net gains on investments in any fiscal year, and the sum of
adjusted annual deficit percentages in the immediately preceding last three fiscal
years minus the sum of adjusted annual surplus percentages in the immediately
preceding last three fiscal years shall not equal or exceed 25 percent (for the
year ended June 30, 2011, the College did not incur an adjusted annual deficit)
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Hope College

Notes to Financial Statements
June 30, 2011

Note 9 - Donor-restricted and Board-designated Endowments
(Continued)

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the College relies on a total return
strategy in which investment returns are achieved through both capital appreciation
(realized and unrealized) and current yield (interest and dividends). The College
targets a diversified asset allocation that places a greater emphasis on equity-based
investments to achieve its long-term return objectives within prudent risk
constraints.

Spending Policy and How the Investment Objectives Relate to Spending
Policy

The College has adopted a policy to utilize a spending rate up to 5.5 percent of the
trailing 12-quarter moving average of the fund’s marketable securities. For the years
ended June 30, 2011 and 2010, the College used a rate of 4.5 percent. The College
has established an unrestricted endowment fund balance that meets or exceeds any
deficiencies in donor-restricted endowments.

Note 10 - Employee Retirement Plans

The College has the following employee retirement benefit plans that cover
substantially all nonstudent employees as follows:

1949 Plan - This noncontributory defined benefit plan was replaced by the 1966
plan. All of the participants are now retired. The pension fund consists of assets
segregated for the purpose of meeting obligations under the 1949 plan. The
College’s policy is to fund the 1949 plan to the extent of required minimum
contributions determined actuarially. A discount rate of 5.5 percent was used to
calculate the benefit.

1966 Plan - This is a defined contribution plan covering substantially all regular
faculty members, administrative, and other employees. The College contributes
10.5 percent of the regular compensation of covered employees on a monthly basis
to the Teachers Insurance and Annuity Association and other approved plans. Total
contributions to the plan by the College were $3,453,218 in 2011. Employees may
also make voluntary contributions to the plan up to certain limitations allowed by
law. All contributions vest immediately.
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