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Independent Auditors’ Report 

Hope Credit Union (HCU) received an unmodified, or “clean” audit for FY 2020. 

 

Balance Sheet Analysis 

HCU’s total assets stood at $368 million at December 31, 2020, up approximately $60 million from $307.7 

million at December 31, 2019.  This growth primarily resulted from increases in deposits ($56 million) and 

the loan portfolio ($8.3 million). 

 

As detailed in the following schedule, loans comprise the large majority of HCU’s assets: 

 

 2020 2019 

Loans receivable – net  247,873,795 235,586,800 
Foreclosed and Repossessed Assets     121,953     1,607,205 
Total 247,995,748 237,194,005 

 
Percent of total assets 67% 77% 

 

The increase in liabilities from $302 million at December 31, 2019 to $361.7 million at December 31, 2020 

resulted from a $56 million increase in deposits and member share accounts. In late 2019, HCU initiated a 

Transformational Deposit strategy to import capital into high poverty communities, and replace high-yield 

certificates with longer-term, lower-cost deposits. During 2020, HCU reduced its weighted average cost of 

certificates by almost 40%.  To support this growth, HCU increased its secondary capital by $2.6 million. 

 

Under 12 CFR 701.34(b), low-income designated credit unions such as HCU may accept subordinate debt 

as secondary capital, which is recognized as net worth for regulatory purposes.  The following schedule 

details HCU’s regulatory net worth for 2020 and 2019: 

 

 2020 2019 

Secondary capital loans, net of 
maturity classifications 

$26,946,774 $24,331,774 

Regular reserve 10,000 10,000 
Undivided profits 5,821,580 5,580,337 
   
Total net worth $32,778,354 $29,922,111 
Capital ratio 8.91% 9.73% 

 

Earnings Analysis 

HCU’s interest income decreased in 2020 to $13.7 million from $14.6 million in 2019 primarily because of 

the lower interest rate environment and loan deferments granted in response to COVID-19 related 

economic challenges. Total interest expense decreased from $5.1 million in 2019 to $4.3 million in 2020. 

Interest expense related to member shares and certificates decreased from $3.9 million in 2019 to $3.1 

million in 2020, with the low Transformational Deposit rates mitigating deposit growth.  Interest expense 

related to borrowed funds remained relatively flat. 
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The provision for loan losses in 2020 was $2.6 million as compared to $845,000 in 2019, as HCU elevated 

qualitative factors in calculating reserves in order to mitigate risks and uncertainties associated with the 

pandemic.  HCU plans to continue this approach during 2021. 

 

Non-interest income increased from $13.8 million in 2019 to $15.0 million in 2020. Grant and contract 

revenue increased from $8.9 million in 2019 to $10.1 million in 2020. Service charges and fees decreased 

from $3.97 million in 2019 to $3.8 million in 2020.  

 

Non-interest expenses decreased from $22.3 million in 2019 to $21.6 million in 2020. This decrease in 

expenses largely resulted from reduced operating expenses associated with the pandemic, related to 

teleworking, lobby closings, lower travel, utilities, etc.   At the end of 2020, HCU anticipated the 

continuation of limited in-person operations through much of 2021. 

 

 

Alan Branson           William Bynum 

Chief Financial Officer     Chief Executive Officer 


























































































