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Independent Auditors’ Report 

Hope Enterprise Corporation (HEC) received an unmodified, or “clean” audit for FY 2020. 

 

Balance Sheet Analysis 

HEC’s total assets stood at $282.6 million at December 31, 2020, up $105.1 million from December 31, 

2019. This change was driven by more than $83 million in Paycheck Protection Program (PPP) loans 

originated in 2020, and, to a lesser degree, increases in secondary capital investments (subordinate debt that 

is recognized as net worth for regulatory purposes), cash and securities. The PPP loans are 100% 

guaranteed by the U.S. Small Business Administration (SBA).  The effect of these transactions on HEC’s 

financial positon is summarized below: 

 

 2020 2019 

Unrestricted 13.4% 4.8% 
Non-controlling interests 39.4% 67.3% 
Total unrestricted 52.8% 72.1% 
With donor restrictions 6.9% 11.0% 
   
Total net assets 59.7% 83.1% 

 

As reflected below, loans and investments comprise the majority of HEC’s assets: 

 

 2020 2019 

Loans receivable – net of allowance for loan losses $208,644,234 $135,577,901 
Investments in affiliated companies 1,107,608 1,036,558 
Investment in secondary capital of HCU 15,475,000 12,475,000 
Total $225,226,842 $149,089,459 
Percent of total assets 79.7% 84.0% 

 

Notes payable increased from $23.9 million at December 31, 2019 to $107.6 million at December 31, 2020.  

The $83.7 million increase included more than $80 million of funds borrowed for PPP lending. 

 

Earnings Analysis 

Total revenue for 2020 was $46.4 million as compared to $16.9 million for 2019, and expenses were $17.4 

million in 2020 as compared to $16.8 million for 2019.  Earned revenue, as described below, increased to 

$8.3 million in 2020. Contributed revenue increased considerably to $38.1 million, from $12.1 million in 

2019. This growth was driven by large, unrestricted grants made to fuel HOPE’s COVID response efforts, 

and to fortify our work to advance economic and racial justice. While these grants were recognized as 

revenue in FY 2020, they will be expended over several years. 

 

Non-controlling interests in subsidiaries’ losses increased from $493,000 in 2019 to $706,643 in 2020 with 

the change in net assets attributable to controlling interest increasing from $676,000 in 2019 to $28.2 

million in 2020.  HEC realized an increase of $1.0 million in net assets upon the liquidation of BIDCO 

preferred stock.  BIDCO was established in the late 1990’s to access SBA programs, but had been inactive 

for ~5 years before being dissolved in 2020.  
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Differences between earned revenue in 2020 and 2019 are summarized in the following schedule: 

 

 2020 2019 

Interest, dividends and related fees:   
Loans and other investments $3,251,835 $2,349,517 
Debt securities and cash equivalents 1,103,868 894,491 
Gain (loss) on sale of assets and investments (370,855) (40,390) 
Contract services revenues 4,269,424 1,675,768 

Total earned revenue $8,254,272 $4,879,386 

 

New Markets Tax Credit activity and PPP loans drove increases in interest and related fees in 2020.  

Similarly, the change in contract services revenue is almost wholly the result of PPP loan origination fees. 

 

 

Alan Branson           William Bynum 

Chief Financial Officer     Chief Executive Officer 
































































































