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Independent Auditors’ Report 

Hope Enterprise Corporation (HEC) received an unmodified, or “clean” audit for FY 2018.  The auditors’ 

report refers to matters disclosed in 2016 and 2017 related to investments in Quitman Investment Fund II 

(Quitman) and Hickory Holdings, LLC, made by ECD New Markets 4, LLC and ECD NM 5, LLC, two 

HEC New Market Tax Credit (NMTC) entities.  These entities have incurred recurring operating losses, 

and in 2016 the Quitman subsidiary terminated its agreement with the entity that was its primary source of 

revenue.  Because of its de minimis ownership position in the entities, HEC’s financial exposure was 

limited to approximately $1,900, and these transactions do not negatively affect HEC’s operations going 

forward. 

 

Balance Sheet Analysis 

HEC’s total assets stood at $152.6 million at December 31, 2018, up $27.5 million from December 31, 

2017. This change is primarily the result of $34.0 million in transactions carried out by four HEC New 

Markets Tax Credit entities in 2018 and the $8.8 million distribution of assets for ECD NM, 3,LLC.The 

effect of these transactions on HEC’s net worth position as a percentage of total assets is detailed in the 

following schedule: 

 

 2018 2017 

Unrestricted 4.3% 8.2% 
Non-controlling interests 57.8% 51.5% 
Total unrestricted 62.1% 59.7% 
With Donor Restrictions 19.2% 19.8% 
   
Total net assets 81.3% 79.4% 

 

As detailed in the following schedule, the vast majority of HEC’s assets are tied up in some form of loan, 

investment, or property that resulted from a loan: 

 

 2018 2017 

Loans receivable – net of 
allowance for loan losses 

$96,172,296 $78,179,747 

Loan guarantees receivable 119,139 139,032 
Investments in affiliated companies 1,036,558 1,036,558 
Investment in secondary capital of 
HCU 

12,475,000 12,475,000 

Foreclosed property 132,520 132,520 
Total $109,935,513 $91,962,857 
Percent of total assets 72% 74% 

 

Notes payable rose from $23.5 million at December 31, 2017 to $25.4 million at December 31, 2018. an 

increase of $1.9 million. 

 

Earnings Analysis 

Total revenue for 2018 was $16.3 million as compared to $21.4 million for 2017, and expenses were $16.3 

million in 2018 as compared to $26.8 million for 2017. Equity in losses of affiliated companies was $0 in 

2018 as compared to $5.7 million in 2017. Non-controlling interests in subsidiaries’ losses decreased from 
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$14.4 million in 2017 to $354,000 in 2018 with the change in net assets attributable to controlling interest 

decreasing from $3.0 million in 2017 to $875,000 in 2018.  

 

With regard to earned revenue, differences between 2018 and 2017 are summarized in the following 

schedule: 

 

 2018 2017 

Interest, dividends and related fees:   
  Loans and other investments         $724,460           

$1,648,571 
  Debt securities and cash equivalents           527,945               

329,791 
Gain (loss) on sale of assets and 
investments 

     
(60,126) 

          
       (82,320) 

Contract services revenues        1,892,274     1,149,864 
Total earned revenue      $3,084,553    $3,045,806 

 

The decrease in interest and related fees from loans is due to the fact that $8.8 million in NMTC loans were 

distributed to the investor the first quarter, and approximately $27 million in NMTC loans did not close 

until the last quarter.  The increase in contract services revenue is almost wholly the result of fees generated 

from New Markets Tax Credit related transactions. 

 

 

Alan Branson           William Bynum 

Chief Financial Officer     Chief Executive Officer 


































































































	Management Discussion and Analysis
	Hope Enterprise Corporation Financial Audit - FY 2018
	Carr Riggs Ingram audit delay response letter



