BRIGHAM YOUNG UNIVERSITY - HAWAII

REPORTS ON AUDITS OF THE FINANCIAL STATEMENTS
for the years ended December 31, 2016 and 2015
AND FEDERAL GRANT COMPLIANCE
for the year ended December 31, 2016
(As required by the Single Audit Act and Uniform Guidance)

EIN: 99-0083825



TABLE OF CONTENTS

Page
Rep  of INdependent AUGItOrS ........ooceiieiiie ettt e ae e e eev e e b e e e et e e e e e e e nan e reanes 1
Financial Statements and Related Notes for the years ended
December 31, 2016 and 2015
Statements of FinancCial POSIION ...........ooiiiii e seeae e nee e 3
Statements Of ACHVITIES ........oiiiiiiici ettt s et et st e e s reaa e s abae s e aaeaeeeaneeas 4.5
Statements 0f Cash FIOWS ..ot a et e e v e e s saeees 6
Notes to Financial StatemeEnts .........c..oooiiiiii e e 7-26
Schedule of Expenditures of Federal Awards for the year
ended December 31, 20716, . ... . et et a e e et ava e e are e aba e sasaeanaraeans o 27
Notes to the Schedule of Expenditures of Federal Awards ..o 28
Report of Independent Auditors on Internal Controf Over
Financial Reporting and on Compliance and Other
Ma s Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing
Y T o £ 1o £ OO SO U O RUU TSR ORP PP 29-30
Report of Independent Auditors on Comptiance with
Re irements That Could Have a Direct and
Material Effect on Each Major Program and
on Internal Control Over Compliance in Accordance
with OMB Circular Uniform GUIAANCE ...........ocuv it eetr e et eesa e aa s e enanens 31-32
Sc  lule of Findings and QUESHONEd COSES...........ccuviiecviiiieiie ettt ettt e e esna e an e anees 33-34
Summary Scheduie of Prior Audit FINAINGS ....coormi e 35



pr- -

Report of Independent Auditors
» the Board of Trustees of Brigham Young University - Hawaii:
eport on the Financial Statements

We have audited the accompanying financial statements of Brigham Young University - Hawaii, which
comprise the statements of financial position as of December 31, 2016 and 2015, and the related
statements of activities and of cash flows for the years then ended, and the related notes to the financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on the financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America and

le standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
te financial statements. The procedures selected depend on our judgment, including the assessment of
1e risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, we consider internal control relevant to Brigham Young University - Hawaii's
reparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Brigham Young University - Hawaii's internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the

:asonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Brigham Young University - Hawaii as of December 31, 2016 and 2015, and the
changes in its net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

PricewaterhouseCoopers LLP, One Utah Center, 201 South Main Street, Suite 900, Salt Lake City, UT 84111
T: (801) 531 9666, F: (801) 933 8106, www.pwc.com/us
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Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.

1e accompanying schedule of expenditures of tederal awards for the year ended December 31, 2016 is
presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance) 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 financial statements. The information has been subjected to the
auditing procedures applied in the audit of the 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 schedule of expenditures of federal awards is fairly stated, in all material
respects, in relation to the financial statements as a whole.

ther Reporting Required by Government Auditing Standards

L accordance with Government Auditing Standards, we have also issued our report dated April 28, 2017
on our consideration of Brigham Young University - Hawaii’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters rthe year ended December 31, 2016. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of that

sting and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering Brigham Young University - Hawaii's internal control over financial reporting and
compliance.

j@w‘/\u ‘,;(,Ccvﬂas U

April 28, 2017
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BRIGHAM YOUNG UNIVERSITY - HAWAIIL
STATEMENTS OF FINANCIAL POSITION
December 31, 2016 and 2015

( in thousands of dollars )

2016 2015
Assets
Cash $ 16323 $ 12,423
Accounts and notes receivable, net of allowances of $640 and $800 9,790 7,650
Inventories, prepaid expenses and other assets 4,714 3,337
Investments 210,288 207,779
Beneficial interest in trusts 5,994 5,826
Land, buildings and equipment, net 216,464 166.661
Total Ass $ 463,573 $ 403,676
Liabilities and Net Assets
Liabilities
Acco  ; payable, accrued liabilities and deposits $ 20220 $ 10,428
Deferred revenue 5,425 5,307
Annuities payable 1117 2,034
Retirement and postretirement benefits obligation 27,175 30.861
Loans and notes payable to a Church affiliate 108,663 93,327
Total Liabilities 162,600 141,957
Net Assets
Unrestricted
Operations 6,343 17,783
Designated for specitic purposes 81,400 81,929
Invested in land, buildings and equipment 107,801 73.163
Total unrestrictcd 195,544 172,875
Temporarily restricted
Operations 59,058 47,245
Beneficial interest in trusts 3,599 3,591
Tota  mporarily restricted 62,657 50,836
Permanently restricted
True endowment 40,377 35,773
Beneficial interest in trusts 2,395 2,235
Tota :rmanently restricted 42,772 38,008
Total Net Assets 300,973 261,719
Totall ilities and Net Assets $ 4 573 $ 403,676

See notes to financial statements
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BRIGHAM YOUNG UNIVERSITY - HAWAII
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2015

Revenues and Other Support
Tuition and fees
Less student aid
Net tuition and fees
Appropriations from a Church affiliate
Contributions and grants
Investment loss, net
Auxiliary enterprises, net of student aid of $1,735
Other
Net assets released from restrictions

Total Revenues and Other Support

Expenses
Instruction and academic support
General and administrative
Student support
Auxiliary enterprises

Total Expenses

Increase in Net Assets before Retirement
and Postretirement Plans Adjustment

Retirement and Postretirement Plans Adjustment
Increase (Decrease) in Net Assets
Net Assets Beginning of Year

Net Assets End of Year

( in thousands of dollars )

Temporarily Permanently

Unrestricted Restricted Restricted Total
$ 18,947 18,947
8,857 8,857
10,090 10,090
61,399 61,399
4,418 3 6,753 b 2,657 13,828
(540) (242) - (782)
20,504 20,504
368 368
8.004 (8.189) 185 -
104.243 (1,678) 2.842 105,407
46,150 46,150
20,867 20,867
10,260 10.260
26.130 26,130
103 7 ; _ 103,407
836 (1,678) 2,842 2,000
5,568 5,568
6,404 (1,678) 2,842 7,568
166,471 52,514 35,166 254,151
$ 172.875 $  50.836 $  38.008 261,719

See notes to financial statements
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BRIGHAM YOUNG UNIVERSITY - HAWALII
NOTES TO FINANCIAL STATEMENTS

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Rrigham Young University — Hawaii (the University), located in Laie, Hawaii, is a non-profit corporation
iliated with The Church of Jesus Christ of Latter-day Saints (the Church).

Basis ¢ “ * counting

The tinancial statements of the University have been prepared on the accrual basis of accounting in conformity

with accounting principles generally accepted in the United States of America. The underlying accounting of

the University is maintained in accordance with the principles of fund accounting. These principles require that

the resources of the University be classified into groups or funds in accordance with activities or objectives
:cified for the resources.

University net assets are classified into three categories: Unrestricted, Temporarily Restricted, and Permanently
Restricted. These categories are determined based on the existence or absence of donor-imposed restrictions
upon resources provided to the University. Unrestricted net assets are available for a variety of purposes and
have no donor-imposed restrictions or all restrictions have been met. Temporarily restricted nct assets include

1ds with stipulated time or purpose restrictions. When those restrictions are satisfied, temporarily restricted
net assets are reclassified to unrestricted net assets and are reported in the Statement of Activities as net assets
released from restrictions. However, if a restriction is fulfilled in the same period in which the contribution is

seive  the University reports the contribution as unrestricted. Permanently restricted net assets have
restrictions that require them to be maintained in perpetuity.

Cash

Cash includes cash on hand, cash in depository institutions and cash in an interest bearing cash management
account maintained with a Church affiliate (Note 6) that is available on demand and is not covered by federal
depository insurance.

Inventories include retail store inventory stated at the lower of cost (retail inventory method) or market and
materials and supplies stated at the lower of cost (first-in, first-out method) or market.

Inves” ts
vestments with readily determinable fair values are carried at fair value. Investments that have no readily
determinable fair value are carried at either original cost or estimated fair value at the date of donation.
Beneficial Interest it ™ “ts
The University is named as a beneficiary of certain irrevocable trusts. Revenues and assets included in the
nancial statements are based on the net present value of expected proceeds from those trusts.

an " uldings and Equipment

andg, pbuildings and equipment are stated at acquisition cost or at estimated fair value at time of donation. Gifts
of long-lived assets are treated as unrestricted support unless explicit donor restrictions specify otherwise.
Depreciation is computed using the straight-line method and the following useful lives:

Buildings 10 to 50 years

Improvements 5 to 25 years

Furniture, fixtures, and equipment 3 to 10 years

Library books 25 years
7
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nsfers between levels occur when there is a change in the observability of significant inputs. This may occur
between Level 1 and Level 2 when the availability of quoted prices changes, or when market activity
significantly changes to active or inactive. A transfer between Level 2 and Level 3 generally occurs when the
underlying inputs become, or can no longer be, corroborated with observable market data. The University’s
policy is to recognize all transfers at the end of each reporting period.

Accounting for Retirement and Postretirement Plans

The University recognizes the over/under funded status of retirement and postretirement plans in the statement
of financial position. For retirement plans, funding status is measured as the difference between the fair value
of plan assets and the projected benefit obligation. For postretirement plans, funding status is measured as the
difference between the fair value of plan assets and the accumulated postretirement benefit obligation. The
University also recognizes all previously unrecognized actuarial gains and losses, prior service cost, and
transition liability in unrestricted net assets and provides all required additional disclosure.

Income Tax Status
The University is exempt from federal and state income tax under Section 501(c)(3) of the Internal Revenue
Code. Accordingly, no provision for income taxes is made in the financial statements.

Use of Estimates

1¢ preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

ew Accounting Pronouncement
In May 2015, the Financial Accounting Standards Board issued Accounting Standards Update (*ASU”) No.
2015-07, Fair Value Measurement {Topic 820): Disclosures for Investments in Certain Entities That Calculate
Net Asset Value per Share (or Its Equivalent). The ASU removes the requirement to categorize within the fair
value hierarchy, all investments for which fair value is measured using the net asset value per share practical
expedient. It also limits disclosures for investments to which the entity has elected to measure the fair value
using the practical expedient. Although the ASU is effective for fiscal years beginning after December 15,
2016, the University has elected to early adopt, and has applied it in Notes 8 and 9, retrospectively to all periods
presented, as required. There are no effects on the amounts reported in the financial statements.
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(4) LAND, BUILDINGS AND EQUIPMENT

As of December 31, 2016 and 2015, land, buildings and equipment included (in thousands of dollars):

2016 2015
Land, buildings and improvements $ 251,383 $ 208,588
Furniture, fixtures and equipment 37,343 36,030
Library books and other 12,908 12,586
Construction in progress 58,762 45,648

360,396 302,852
Less accumulated depreciation $ 143,932 $ 136,191

stal land, buildings and equipment, net $ 216,464 _T a6l

(5) LOANS AND NOTES PAYABLE TO A CHURCH AFFILIATE
Loans and notes payable consist of unsecured loans extended by a Church affiliate (Note 6) to the University for
the acquisition of housing-related facilities and other projects. These loans bear interest at rates ranging from 2

to 3 percent. Maturity dates of all current notes are in 2055.

The amounts of tuture principal payments as of December 31, 2016 are (in thousands of dollars):

Years ending December 31,

2017 1,823
2018 1,860
2019 1,898
2020 1,937
2021 1,976
2022 and thereafter 99,169
Total loans and notes payable to a Church affiliate $ 108,663
11






7) ENDOWMENTS

2 University’s endowment fund consists of individual donor restricted endowment funds and funds
designated by the Board to function as endowments. The net assets associated with endowment funds, including
those funds designated by the Board to function as endowments, are classified and reported based on the
existence or absence of donor imposed restrictions.

The Board has interpreted the adopted Hawaii “Uniform Prudent Management of Institutional Funds Act”
(UPMIFA) as requiring the preservation of the fair value of the original gift as of the gift date of the donor-
restricted endowment funds absent explicit donor stipulations to the contrary. As a result of this interpretation,
the University classifies as permanently restricted net assets, (a) the original value of gifts donated to the
permanent endowment, (b) the original value of subsequent gifts to the permanent endowment, and (¢)
accumulations to the permanent endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified in permanently restricted net assets is classified as temporarily restricted
net assets until those amounts are appropriated for expenditure by the University in a manner consistent with the

ndard of prudence prescribed by UPMIFA. In accordance with UPMIFA, the University considers the
following factors in making a determination to appropriate or accumulate endowment funds:

e  The duration and preservation of the fund

e  The purposes of the University and the donor restricted endowment fund
¢  General economic conditions

e The possible effect of inflation and deflation

e The expected total return from income and appreciation of investments
e Other resources of the University

e The investment policies of the University

Where the Board designates unrestricted funds to function as endowments they are classified as unrestricted net
assets. Where the Board designates donor restricted non-endowment funds to function as endowments they are

classified as temporarily restricted net assets.

The following tables present the University’s endowment net asset composition, changes, and net asset
classifications as of and for the indicated years (in thousands of dollars):

Endowment Net Asset Composition by Type of Fund as of December 31, 2016

Temporarily Permanently

Unrestricted Restricted Restricted Total
Donor-restricted endowment funds $ - $ 40,377 $ 40,377
Board-designated endowment funds - - -
Total endowment funds $ - $ - $ 40,377 $ 40377
13
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Description of Amounts Classified as Permanently Restricted Net Assets and
Temporarily Restricted Net Assets (Endowment Only)

2016 2015
Permanently Restricted Net Assets
i€ portion of perpetual endowment funds that is required to be retained
permanently either by explicit donor stipulation or UPMIFA $ 40,377 $ 35773
Total endowment funds classified as permanently restricted net assets § w78 35773
'mporarily Restricted Net Assets
'rm endowment funds $ - S -
The portion of perpetual endowments subject to a time restriction
under UPMIFA:
Without purpose restrictions - -
With purpose restrictions - 21,278
Total endowment funds classified as temporarily restricted net assets $ - $ 21,278

Endowment Funds with Deficits
From time to time, the fair value of assets associated with individual donor endowment funds may fall below

: value of the initial and subsequent donor gift amounts (deficit). When donor endowment deficits exist, they
are classified as a reduction of unrestricted net assets. Deficits associated with funds functioning as
endowments, when they exist, are likewise classified as a reduction of unrestricted net assets.

turn Objectives and Risk Parameters
The University has adopted endowment investment and spending policies that attempt to provide a predictable
stream of funding to programs supported by its endowment while seeking to maintain the purchasing power of
endowment assets. Under this policy, endowment assets are invested in a manner that is intended to yield a
long-term rate of return of approximately 6.0 percent annually, while assuming a moderate level of investment
risk. Actual returns in any given year may vary from this amount.

£ - 1ies Employed for Achieving Investment Objectives

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

Relationship -““~¢~ ' 1 Policy to Investment Objectives

The University s investment Committee (the Committee) determines the method to be used to appropriate
endowment funds for expenditure. The appropriation amount is determined as of the end of the year, one year
prior to when it becomes available for expenditure, and is equal to 4.0 percent of the preceding five years’
average ending fair value. In establishing this method, the Committee considered the expected long-term rate of
return on the investment of the University’s endowment funds. Accordingly, over the long-term, the University
expects the current spending policy to allow its endowment to grow at an average of 2.0 percent annually,
consistent with its intention to maintain the purchasing power of the endowment assets as well as to provide
additional real growth through new gitts. Depending upon market conditions and the needs and available
resources of the University, appropriations for expenditure from individual endowments may be temporarily
suspended to facilitate preservation of the endowment.

15






The following tables summarize the changes in Level 3 financial instruments measured at fair value for the
years ended December 31, 2016 and 2015 (in thousands of dollars):

Fair Value Measurements
Using Significa~* " 'nobservable [r—~*

2016 2015
Level 3 financial instruments, beginning of year $ 5,826 $ 5,790
Total gains (losses) (454) (57)
Purchases 2 128
Settlements 620 (35)
Transfers into/(out of) Level 3 - -
Level 3 financial instruments, end of year 3 5,994 $ 5,826

The fair value of the beneficial interests in trusts is based upon an income approach. Significant inputs include
the fair value of the trust assets, the discount rate, the annual amounts paid to the donor, and the estimated date
of payout (Note 3).

Investments measured at net asset value per share consist of unitized interests in investment pools managed by a
Church affiliate. The University has no unfunded commitments, and may redeem these investments on a
monthly basis, at the month-end net asset value, with a minimum notice period of 5 business days. The
following table presents the fair value of these investments, as of December 31, 2016 and 2015 (in thousands of
dollars):

Fair Value Mcasurcments of Investments
Measured at Net Asset Value Per <+~

2016 201>
Equity portfolios, domestic $ 126,147 $ 121,715
Equity portfolios, intemational 13,144 13,293
Fixed income portfolios, domestic 56,572 58,872
Total investments measured at net asset value pershare S 195,863 $ 193,880

Domestic and international equity portfolios consist of funds that invest in the common stock of either large,
mid, or small cap companies and are generally designed to either replicate the performance of an index or
outperform an index through active security selection. Fixed income portfolios consist of funds that invest in
either U.S. government or corporate debt securities, each with a targeted duration.

9) RETIREMENT AND POSTRETIREMENT PLANS

The University is a participating employer within the Master Retirement Plan administered by a Church affiliate (Note
6). The retirement plan is a noncontributory detined benefit plan that covers substantially all full-time employees of
: University.

The University is also a participating employer within the Retiree Medical and Life Plan, administered by a Church

affiliate. Through this plan, the University provides a postretirement benefit plan that provides a fixed monthly dollar

benefit toward the purchase of medical and life insurance for retired employees. Participating retirees pay the

difference between the fixed amounts and the total premium rates. The University recognizes the estimated cost of
:se postretirement benefits during the years employees provide service. At the time it adopted this method, the

17






The following table provides information relating to the retirement and postretirement plans as of and for the
years ended December 31, 2016 and 2015 (in thousands of dollars):

Retirement Plan Postretirement Plan
2016 2015 2016 2015

Selected changes in plan assets:

Employer contributions $ 3,886 $ 3,534 $ 570 ) 809

Plan participants' contributions N/A N/A N/A N/A

Benefits paid 5,547 4,649 572 522
cumulated amounts reflected in the
Statements of Financial Position:

Net loss $ 27816 § 28,727 $ 1,488 $ 4,496
lor service cost 353 53 469 536
Amount in unrestricted net assets 28,169 28,780 1,957 5,032
crued (prepaid)
retirement/postretirement cost (5,245) (4,980) 2,293 2,029

Retirement/postretirement liability $ 22,924 $ 23,800 $ 4,250 $ 7,061

Periodic benefit cost and other amounts
recognized in unrestricted net assets
reflected in the Statements of Activities:

nefit cost $ 3,621 $ 4,199 $ 834 $ 895

Net (gain) loss (910) (5,160) (3,008) (324)

Prior service cost (credit) 300 (18) (67) (67)

Other amounts recognized in unrestricted
net assets (610) (5,178) (3,075) (391)

Total benefit cost and other amounts
recognized in unrestricted net assets $ 3,011 $ (979) $ (2,241) $ 504

> estimated prior service cost and net loss for the retirement plan that will be amortized from unrestricted net
assets into net periodic benefit cost in 2017 are $49,421 and $1,082,309, respectively. The estimated prior
service cost, and net loss for the postretirement plan that will be amortized from unrestricted net assets into net
periodic benefit cost in 2017 are $58,673 and $0, respectively.

19







For 2015, the 7.0% expected long-term return assumption on plan assets, also shown below, was based primarily
on forecasted returns for the next ten years by asset category, weighted by the 2012 asset allocation target.

Asset Allocation Expected Return
2012 Category
Target Range Weighting Return
Asset category:
Domestic equity securities 20% 10-30% 32% 7.5%
International equity securities 10% 5-20% 13% 8.5%
Debt securities 25% 15-40% 35% 3.5%
Real estate 10% 5-15% 10% 7.0%
Other assets 35% 15-50% 10% 10.5%
Value from active management 0.5%
:ighted-average return 7.0%

> Plans set long-term strategic asset allocation target ranges and then use tactical asset allocation and active
management with the intent of providing additional return. The investment policies have been designed to
provide for the potential of reasonable long-term performance, yet control the magnitude of risk by setting
policy ranges for asset allocation, domestic equity capitalization weighting, domestic equity active management
exposure, derivatives exposure, and fixed-income quality.

» financial instruments of the retirement and postretirement plans are reported at fair value and are either

sgorized into a three-level hierarchy based on the nature of the inputs to the valuation technique, or presented
as “Investments measured at net asset value per share” as described in Note 1.

21







The tables below present the fair value of the University’s Retiree Medical and Life Plan assets as of December
31, 2016 and 2015 (in thousands of dollars), of which the University’s postretirement plan’s share was 1.96%

11.89% as of the respective dates.

Cash and cash equivalents, net of accruals
[nvestments:
U.S. government securities
Corporate debt securities, domestic
Corporate debt securities, international
Corporate debt securities, exchange traded note
Mutual funds
Common stocks, domestic
Preferred stocks
Government agency mortgage-backed securities
Derivatives
vestments measured at net asset value per share
et Retiree Medical and Life Plan assets

ash and cash equivalents, net of accruals
Investments:

U.S. government securities

Corporate debt securities, domestic

Corporate debt securities, international

Corporate debt securities, exchange traded note

Mutual funds

Common stocks, domestic

Preferred stocks

Government agency mortgage-backed securities

Derivatives
Investments measured at net asset value per share
Total

Fair Value Measurements as of December 31, 2016

Level 1 Level 2 Leve'? Total
$ 19,406 $ - $ - $ 19,406
- 13,840 - 13,840
- 28,178 34 28,212
- 316 - 316
253,546 - - 253,546
41,307 - - 41,307
1,276 . - 1276
- 292 - 292
91 - 1 92
N/A N/A N/A 137,664
$ 315,626 $ 42626 $ 35 $ 495951

Fair Value Measurements as of December 31, 2015

Level 1 Level 2 Level 3 Total
S 8976  $ -8 - § 8976
. 18,021 - 18,021
- 29,878 38 29916
- 301 - 301
3,334 ; - 3,334
238,307 - - 238,307
36,471 - - 36,471
1,055 139 - 1,194
- 407 - 407
105 . - 105
N/A N/A N/A 119,749
$ 288248 § 48746 S 38§ 456,781

23






The following tables provide a summary of changes in fair value of the Level 3 Retiree Medical and Life Plan
assets for the years ended December 31, 2016 and 2015 (in thousands of dollars):

Level 3 investments, beginning of year
Actual return on plan assets:
Relating to assets still held as of end of year
Relating to assets sold during the year
Purchases
Sales/maturities
Transfers into (out of) Level 3

Level 3 investments, end of year

Level 3 investrents, beginning of year
Actual return on plan assets:
Relating to assets still held as of end of year
Relating to asscts sold during the year
Purchases
Sales/maturitics
Transfers into (out of) Level 3

Level 3 investnients, end of year

2016 Fair Value Measurements
Using Significant Unobservable [nputs

Corporate
Debt
Securities Derivatives Total
3 38 $ - N 38
4) - “4)
3 - 3
- 1 1
(3) - 3)
$ 34 $ | S 33

2015 Fair Value Mcasurements
Using Significant Unobscrvable [nputs

Corporate
Debt
Securities Derivatives Total
$ 390 $ 3 S 393
9) - 9
i 1 2
. 3 3
(344) ) (351)
5 38 $ - S a8

ie University expects to contribute $6,430,000 to its retirement plan and $871,535 to its postretirement plan

during the year ending December 31, 2017.

As of December 31, 2016, the following benefit payments, which reflect expected future service, as appropriate, are
expected to be paid (in thousands of dollars):

Retirement Postretirement
Plan Plan

Years Ending December 31,

2017 5,609 446
2018 5,955 515
2019 6,300 531
2020 6,719 587
2021 7,131 641
2022-2026 40,828 3,663

The University also participates in supplementary defined contribution retirement plans. The plans are qualified
retirement savings money purchase 401(k) plans or Tax Sheltered Annuity 403(b) plans. The plans cover
substantially all full-time employees. These plans are provided through Teachers Insurance and Annuity
Association and a Church affiliate (Note 6). Employees can contribute a portion of their salaries, not to exceed
iternal Revenue Service limits, in qualified programs offered through these companies. For included classes of
employees, the University contributes a matching amount up to 6 percent of employee salary to the Church

25






BRIGHAM YOUNG UNIVERSITY - HAWAII
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
for the year ended December 31, 2016

Federal
Federal Grantor/Pass-Through CFDA Federal
~rantor/Program o~ “'uster Title Number Expenditras
Student Financial Aid Cluster:
U.S. Department of Education
Federal Pell Grant Program 84.063 $ 3,009,345
Teacher Education Assistance for College
and Higher Education Grants 84.379 13,187
Direct Loans (includes Stafford
Loans and PLUS Loans) 84.268 2,044 651
Total Student Financial Aid Cluster 5,067,183
Total Federal Financial Assistance $ 5,067,183

See Notes to Schedule of Expenditures of Federal Awards
27
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Report of Independent Auditors on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Perfor ed in
Accordance with Government Auditing Standards

To the Board of Trustees of Brigham Young University — Hawaii:

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Brigham Young
University — Hawaii, which comprise the statement of financial position as of December 31, 2016, and the
related statements of activities and of cash flows for the year then ended, and the related notes to the
financial statements, and have issued our report thereon dated April 28, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Brigham Young
University — Hawaii’s internal control over financial reporting (“internal control”) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the etfectiveness of Brigham
Young University — Hawaii's internal control. Accordingly, we do not express an opinion on the
effectiveness of Brigham Young University — Hawaii's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged

with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses

may exist that have not been identified.
Compliance and Other Matters

As part of obtaining reasonable assurance about whether Brigham Young University — Hawaii’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

PricewaterhouseCoopers LLP, One Utah Center, 201 South Main Street, Suite 900, Salt Lake City, UT 84111
T: (801) 531 9666, F: (801) 933 8106, www.pwc.com/us
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Frostdoalope P

April 28, 2017
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Report of Independent Auditors on Compliance with Requirements
That Could Have a Direct and Material Effect on Each Major Program and on Internal
Control Over Compliance in Accordance with the Uniform Guidance

To the Board of Trustees of Brigham Young University — Hawaii:
Report on Compliance for Each Major Federal Program

We have audited Brigham Young University — Hawaii’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect
on Brigham Young University — Hawaii’s major federal program for the year ended December 31, 2016.
Brigham Young University — Hawaii’s major federal program is identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations and the terms and conditions
of its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for Brigham Young University — Hawaii's major
federal program based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform
Guidance require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about Brigham Young University — Hawaii’s compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audit does not provide a legal determination of Brigham Young Universily -
Hawaii’s compliance.

Opinion on Each Major Federal Program

In our opinion, Brigham Young University — Hawaii complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on its major federal
rogram for the year ended December 31, 2016.

~icewaterhouseCoopers LLP, One Utah Center, 201 South Main Street, Suite 900, Salt Lake City, _ . 34111
1 (801) 531 9666, F: (801) 933 8106, www.pwc.com/us
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Report on Internal Control Over Compliance

Management of Brigham Young University — Hawaii is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered Brigham Young University — Hawaii’s
internal control over compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal program and
to test and report on internal control over compliance in accordance with the Uniform Guidance, but not
for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Brigham Young University — Hawaii's
internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control
over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with

type of compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

ie purpose of this report on internal control over compliance is solely to describe the scope of our testing
ot internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

me:}w\u uscC@fWS U

May 15, 2017
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BRIGHAM YOUNG UNIVERSITY - HAWAII

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
for the year ended December 31, 2016

Section | - Summary of Auditor’s Results

Financial Statements
Type of auditor’s report issued: Unmodified Opinion
Internal control over financial reporting:

. terial weaknesses identified? ____yes X_no
o Significant deficiencies identified that are not —Yes _X__none reported
considered to be material weaknesses?

Noncompliance material to financial statements ___yes _ X no

noted?

Federal Awards

Internal control over major programs:

° ite-~' *»~aknesses identified? —ls X_no

e Signiticant deficiencies identified that are not . Yyes X__none reported
| ~~~nid=rad to be material weaknesses?

T pe of auditor's -~~~ innt~~ ~~ ~ompliance for major prog-~—13: Unmodified Opinion

Any audit findings aisciosea wnar are required to be ____yes X _no

repc in accordance with 2 CFR 200.516 (a)? _ J

Identification of major programs:
CFDA Number:
Various

Name of Federal Program or Cluster

Student Financial Aid Cluster

Dollar threshold used to distinguish between

$750,000

type * ~=- “ipe B programs:

Auc ified as low-risk auditee?

X yes

no

Section Il - Financial Statement Findings

No findings related to the financial statements were noted which are required to be reported in
accordance with Government Auditing Standards for the year ended December 31, 2016.
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BRIGHAM YOUNG UNIVERSITY - HAWAII

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
for the year ended December 31, 2016

rere no prior year findings or questioned costs related to Federal Awards for the year ended
er 31, 2015.
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