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Report of Independent Auditors 

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

Report 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 
the 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 
the financial statements. The procedures selected depend on our judgment, including the assessment of 
the 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 
preparation 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 
reasonableness 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 . 

PricewaterlwuseCoopers 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. 
The accompanying schedule of expenditures offederal 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 . 

Other Reporting Required by Government Auditing Standards 

In accordance with Govemment 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 for the 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 
testing and not to provide an opinion on internal control over financial reporting or on compliance. That 
report is an integral pa1t of an audit performed in accordance with Government Auditing Standards in 
considering Brigham Young University- Hawaii's internal control over financial reporting and 
compliance . 

April 28, 2017 
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BRIGHAM YOUNG UNIVERSITY -HAW All 
STATEMENTS OF FINANCIAL POSITION 

December 31, 2016 and 2015 
( in thousands of dollars) 

Assets 
Cash 
Accounts and notes receivable, net of allowances of $640 and $800 
Inventories, prepaid expenses and other assets 
Investments 
Beneficial interest in trusts 
Land, buildings and equipment, net 

Total Assets 

Liabilities and Net Assets 
Liabilities 
Accounts payable, accrued liabilities and deposits 
Deferred revenue 
Annuities payable 
Retirement and postretirement benefits obligation 
Loans aitd notes payable to a Church affiliate 

Total Liabilities 

Net Assets 
Unrestricted 

Operations 
Designated for specific purposes 
Invested in land, buildings and equipment 

Total unrestricted 

Temporarily restricted 
Operations 
Beneficial interest in trusts 

Total temporarily restricted 

Permanently restricted 
Tme endowment 
Beneficial interest in trusts 

Total permanently restricted 

Total Net Assets 

Total Liabilities and Net Assets 

See notes to tinancial statements 
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2016 

$ 16,323 
9,790 
4,7 14 

210,288 
5,994 

216,464 

$ 463,573 

$ 20,220 
5,425 
1,117 

27,175 
108,663 

162,600 

6,343 
81,400 

107,801 
195,544 

59,058 
3,599 

62,657 

40,377 
2,395 

42,772 

300,973 

$ 463,573 

201 5 

$ 12,423 
7,650 
3,337 

207,779 
5,826 

166,661 

$ 403 ,676 

$ 10,428 
5,307 
2,034 

30,86 1 
93 ,327 

141 ,957 

17,783 
81,929 
73,163 

172,875 

47,245 
3,591 

50,836 

35,773 
2,235 

38,008 

261 ,719 

$ 403 .676 



BRIGHAM YOUNG UNIVERSITY -HAW All 
STATEMENT OF ACTIVITIES 

For the Year Ended December 31, 2016 
( in thousands of dollars) 

Temporarily Permanently 

Unrestricted Restricted Restricted 

Revenues and Ot er Support 

Tuition and fees $ 20,096 

Less student aid 8,547 

Net tu ition and fees 11 ,549 

Appropriations !'rom a Church affiliate 76,822 

Contributions and grants 5,455 $ 10,9 13 $ 2,450 

Investment gain. net 8,561 6,925 

Auxiliary enterprises, net of student aid of $2,813 22,519 

Other 162 

Net assets releas d from restrictions 3,703 (6,0 17) 2,3 14 

T otal Revenues and Other Support 128,771 11 ,821 4,764 

Expenses 

Instruction and a ademic support 50,096 

General and administrative 22,080 

Student support 9.339 

Auxiliary enterprises 28.273 

Total Expenses 109,7 8 

Increase in Net Assets before Retirement 
and Postretirem ent Plans Adjustment 18,983 11 ,82 1 4,764 

Retirement and P stretirement Plans Adjustment 3,686 

Increase (Decrease) in Net Assets 22,669 11 ,82 1 4,764 

Net Assets Beginning of Year 172,875 50,836 38,008 

Net Assets End of ear $ 195,544 $ 62,657 $ 42,772 

See notes to financial statements 
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Total 

$ 20,096 

8,547 

11 ,549 

76,822 

18,8 18 

15 ,486 

22,519 

162 

145,356 

50,096 

22,080 

9,339 

28,273 

109,788 

35,568 

3,686 

39,254 

26 1,7 19 

$ 300.973 

• • • • . , 
• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 
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BRIGHAM YOUNG UNIVERSITY -HAW Ail 
STATEMENT OF ACTIVITIES 

For the Year Ended December 31, 2015 
(in thousands of dollars) 

Temporarily Permanently 

Unrestricted Restricted Restricted 

Revenues and Other Support 

Tuition and fees $ 18,947 

Less student aid 8,857 

Net tuition and fees 10,090 

Appropriations from a Church affiliate 6 1,399 

Contributions and grants 4,418 $ 6,753 $ 2,657 

Investment loss , net (540) (242) 

Auxi liary enterprises, net of student aid of$1 ,735 20,504 

Other 368 

Net assets released from restrictions 8.004 (8, 189) 185 

Total Revenues and Other Support 104,243 ( 1.678) 2.842 

Expenses 

Instruction and academic support 46.150 

General and administrative 20,867 

Student support 10,260 

Auxiliary enterprises 26.130 

Total Expenses I 03,407 

Increase in Net Assets before Retirement 
and Postretirement Plans Adjustment 836 (1 ,678) 2,842 

Retirement and Postretirement Plans Adjustment 5,568 

Increase (Decrease) in Net Assets 6,404 (1 ,678) 2,842 

Net Assets Beginning of Year 166,471 52,514 35, 166 

Net Assets End of Year $ 172.875 $ 50,836 $ 38,008 

See notes to financial statements 
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Total 

$ 18,947 

8,857 

10,090 

61 ,399 

13 ,828 

(782) 

20,504 

368 

I 05,407 

46,150 

20,867 

10,260 

26,130 

103,407 

2,000 

5,568 

7,568 

254, 151 

$ 261 ,719 



BRIGHAM YOUNG UNIVERSITY- HAWAII 
STATEMENTS OF CASH FLOWS 

For the Years Ended December 31 , 2016 and 2015 
( in thousands of do llars ) 

Cash Flows from perating Activities 
Increase in net ass ts 
Adjustments to rec ncile increase in net assets to net 

cash provided by operating activities 
Depreciation 
(Gain) loss n investments 
(Increase) in benefic ial interest in trusts 
Gain on disp sal of land, buildings and equipment 
Non Cash Dnnations 
Contribution.> restricted for investment in permanent ly restricted assets 
Increase (decrease) due to changes in operatin g assets and liabilities 

Accounts receivable 
Inventories, prepaid expenses and other assets 
Accounts payable, accrued liabilities and depos its 
Deferred revenue 
Retirement and postretirement benefi ts obligation 

Annuities payable 

Net cash provided by operating activities 

Cash Flows from Investing Activities 
Proceeds from sale of investments 
Purchase of i vestments 
Proceeds from disposal of land, buildings and equipment 
Purchase of Lmd, buildings and equipment 

Net cash used in in esting activities 

Cash Flows from Financing Activities 
Investments of contributions restricted for investment in permanently restricted assets 
Proceeds from loans and notes payable to a Church affi liate 
Payments on loans and notes payable to a Church affi liate 

Net cash provided by tinancing acti vities 

Net increase (deere; e) in cash 

Cash, beginning of year 

Cash. end of year 

Supplemental Oat 
Interest paid 
Purchases ofl and, build ings and equipment in accounts payab le 

See notes to financia l statements 
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20 16 

$ 39,254 

8,759 
( 11 .340) 

( 168) 
(595) 
(5 19) 

(4,764) 

(2,140) 

( 1,377) 
11 ,440 

11 8 
(3 ,686) 

(9 17) 

34,065 

20.243 
( I 0,893) 

1,084 
(60,699) 

(50.265) 

4,764 
33 ,412 

( 18,076) 

20,100 

3,900 

12,423 

$ 16,323 

$ 1,076 
1,648 

• • 
• • • • • • 2015 • $ 7,568 • • 8,088 • 5,086 

(37) • (328) 

• (2,842) • (746) • ( 1,325) 

1.3 19 • 4,99 1 
(4.8 17) • (41) • 16,9 16 • 
64,633 • (78,628) • 423 

(36,796) • (50.368) • 
2,842 • 23 .60 1 • (85 1) 

25 ,592 • 
(7.860) • 20.283 • $ 12.423 • • $ 999 • 1,75 5 • • • • • • • • • • • 
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BRIGHAM YOUNG UNIVERSITY- HAWAII 
NOTES TO FINANCIAL STATEMENTS 

(I) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

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

Basis of Accounting 
The financial 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 
specified 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 net assets include 
funds 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 
received, 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 
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-o ut method) or market. 

Investments 
Investments 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 in Trusts 
The University is named as a beneficiary of certain irrevocable trusts . Revenues and assets included in the 
fi nancial statements are based on the net present value of expected proceeds from those trusts . 

Land, Buildings and Equipment 
Land, buildings 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 
Improvements 
Furniture, fixtures, and equipment 
Library books 

7 

l 0 to 50 years 
5 to 25 years 
3 to 10 years 

25 years 



Collections 
The Un iversity maintains several collections, which are not reported for financial statement purposes. These 
co llecti ns include works of art , natural history (li vi ng and artifacts) and other simi lar objects . Collections are 
held for public exhibition, education and research in furtherance of the University's goal to provide public 
service. Proceeds from the sale of collection items are held and used to acquire other collection items that are 
ex pens d at the time of purchase. Various University departments have the responsibility to control, preserve 
and protect these collections. 

Annuities Payable 
Annuities payab le represent the University 's estimated annuity obligation to certain donors and their designees 
under c ntractual gift agreements that are maintained by a Church affil iate ( ote 6). No significant financial 
benefit IS being or can be realized by the Uni versity until the contractual obligations are released. The 
University uses the actuarial method of recording annuities when received. Under this method, when a gift is 
received, the present value of the aggregate annuity obligation is recorded as a liability, based upon life 
expecta cy tab les. The remainder is recorded as a contribution on the Statement of Activities. Annually, the 
Univer ity makes an adjustment to record the actuarial ga in or loss due to re-computat ion of the liability based 
upon th revi sed life expectancy. 

Revenu Recognition 
Appropriations from a Church affiliate (Note 6) are recorded as revenue when received. Tuition, housing, 
student fees and other revenues are recognized as income in the period earned. Amounts received but not yet 
earned are recorded as deferred revenue. 

Contrib tions are recorded at fair value at the time gifts are received. Unconditional promises to give to the 
University are recognized when the promise is fom1ally a knowledged . Conditional promises to give to the 
University are recognized when the conditions on which they depend are substantially met. 

Fair Value Measurements 
Certain financial instruments and retirement and postretirement plan assets are carried at fair value, as discussed 
in Note: 8 and 9, respectively. See" ew Accounting Pronouncement" below. 

Fair val e is defined as the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date . Fair value is based on assumptions 
that ma1 ket participants would use, including a consideration of non-performance risk. 

In detennining fair value, the University uses various valuation techniques and prioritizes the use of observable 
inputs . The availability of observable inputs varies from instrument to instrument and depends on a variety of 
factors, including the type of instrument, whether the instrument is actively traded, and other characteristics 
particular to the transaction. Equity and fixed income portfolio investments are valued at fa ir value, based upon 
the underlyi ng investments, using the net asset values provided by a Church affili ate. Equity securities are 
valued t the closing price reported on the active market on which the securities are traded. Fixed income 
securiti s are generally valued using pricing models maximizing the use of observable inputs. Real estate and 
limited partnership investments are valued at fa ir value, based upon the underlying investments, using either the 
publish d net asset value per unit or the net asset values provided by the general partners, updated as necessary 
using a alytica l tools to benchmark returns, appraisals, public market data and/or inquiry of the general 
partners 

The University assesses the inputs used to measure fair va lue using a three-tier hierarchy based on the extent to 
which i puts used in measuring fair value are observable in the market. Level I inputs include quoted prices for 
identical assets or liabilities in an active market. Level 2 inputs include quoted prices fo r similar assets and 
observable inputs such as interest rates, currency exchange rates, commodity rates, and yield curves . Leve l 3 
inputs are not observable in the market and include management's j udgments about the assumptions market 
particip· nts would use in pricing the asset or liability. 

8 
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Transfers between levels occur when there is a change in the observability of significant inputs. This may occur 
between Level I 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 50l(c)(3) ofthe Internal Revenue 
Code. Accordingly, no provision for income taxes is made in the financial statements . 

Use of Estimates 
The 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 . 

New 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 . 

9 



(2) IN ESTMENTS 

Invest ents primarily consist of unitized interests in investment pools managed by a Church affi liate (Note 6) . 
Inves ents as of December 3 1, 2016 and 2015 are as follows (in thousands of dollars): 

Investments at fair value: 

Cash equivalents 

Equity portfolios, domestic 

Equity portfolios, international 

Fixed income portfolios, domestic 
Total investments at fai r value 

Ot er investments carried at cost or estimated value at 

the date of donation: 
Partnership interests 
Real estate 

Other assets 
Total other investments 

Total investments 

$ 

s 

2016 2015 

345 338 
126,147 121,715 

13,144 13,293 
56,572 58,872 

196,208 194,2 18 

13,390 13 ,390 
652 143 

38 28 

14,080 13,561 

210,288 $ 207,779 

For the years ended December 3 1, 20 16 and 20 15, net investment income includes (in thousands of dollars): 

20 16 2015 
Dividend and interest income from investments $ 4 , 146 $ 4 ,304 
N et gain ( loss) on investments carried at fair value 11 ,340 (5 ,086) 

Total i vestment income (loss), net $ 15 ,486 $ (782) 

(3) BENEFICIAL INTEREST IN TRUSTS 

The University is named as a beneficiary or remainderman for a number of irrevocable charitable remainder 
trusts. Most of these trusts are admini stered by a Church affiliate (Note 6). Expected rece ipts from these trusts 
and unc nditional promises to give (fair value determined using di scount rates ranging from approximately 1.0 
to 3.0 percent) as of December 31,2016 and 2015, are as follows ( in thousands of dollars): 

2016 2015 
Less th n one year $ $ 
One to live years 2,798 9 16 
More th n five years 3, 196 4,910 

Total beneficial interest in trusts and pledged contributions $ 5,994 $ 5,826 

10 
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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 

Furnitme, fixtmes 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 

Total land, buildings and equipment, net $ 216,464 $ 166,661 

(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 future principal payments as of December 31, 2016 are (in thousands of dollars): 

Years ending December 31, 
2017 
2018 

2019 
2020 
2021 
2022 and thereafter 

Total loans and notes payable to a Church affiliate 
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1,823 
1,860 
1,898 

1,937 
1,976 

99,169 

$ 108,663 



(6) RELATED PARTIES 

The University operates under the direction of a Board of Trustees (the Board) composed of General Authorities 
and oth -r Officers of the Church. The University is provided certain accounting and other management services 
and is also included in the property and liability insurance programs of Church affiliates, all at no cost to the 
Universtty. 

The foil wing table reflects balances due to and from or administered through Church affiliates, and activities 
with or processed by Church affiliates, included in the financial statement as of and for the years ended 
Decemb r 31 , 2016 and 2015 (in thousands of dollars): 

20 16 2015 
Cash $ 7,670 $ 3,763 
Accoun s receivable 1,674 1,248 
lnvestm nts 196,388 194,389 
Beneficial interest in trusts and pledged contributions 5,994 5,826 
Accounts payable and accrued liabilities 2,464 1,710 
Annuities payable I 117 2,034 
Retirem nt and postretirement benefits obligation 27,175 30,86 1 
Loans a d notes payable 10 ,663 93,327 

Approp1 iations: 
Operations 47,313 44,936 
Other appropriations 6,697 5,663 
Capital expenditures 22,812 10,800 

Contributions processed from donors 18,820 13 ,828 
Investment income 15,486 (782) 
Auxiliary enterprises and other revenue 1,49 1 2,973 
Other re venue - interest 
Expenses: 

Bene fi t plans 7,475 6,3 17 
Products and services 11 ,406 10,007 
Interest 1,0 19 999 

12 
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7) ENDOWMENTS 

The 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 (c) 
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 
standard of prudence prescribed by UPMIF A. In accordance with UPMIFA, the University considers the 
following factors in making a determination to appropriate or accumulate endowment funds : 

• The duration and preservation of the fund 

• The purposes of the University and the donor restricted endowment fund 

• General economic conditions 

• The possible effect of inflation and deflation 

• The expected total return from income and appreciation of investments 

• Other resources of the University 

• 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 $ 40,377 
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Changes in Endowment Net Assets for the year ended December 31, 2016 

Temporarily Permanent ly 
Unrestricted Restricted Restricted 

Endowment net assets, beginning of year $ 47,029 $ 21,278 $ 35,773 
Investment income, net 3,673 4,573 
Contrib tions and other revenue 4,604 
Appropriation of endowment assets 

for expenditure (1 ,693) (2,033) 
Other c anges: 

Transfers to/from board-designated 
quasi--endowment funds, net ~49,009) ~23,818~ 

Endowment net assets, end of year $ $ $ 40,377 

Endow ent Net Asset Composition by Type of Fund as of December 31, 2015 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Donor-r ·stricted endowment funds $ s 21,278 $ 35,773 
Board-d signated endowment funds 47,029 
Total en owment funds $ 47,029 $ 21 ,278 $ 35,773 

Changes in Endowment Net Assets for the year ended December 31 , 2015 

Temporarily Permanently 
Unrestricted Restricted Restricted 

Endowment net assets, beginning of year $ 47,084 $ 21,335 $ 32,928 
Investm nt loss, net (177) (170) 
Contribu tions and other revenue 2,845 
Approp ation of endowment assets 

for expenditure (1 ,593) (2,028) 
Other chJnges: 

Transf..:rs to/from board-designated 
en do ent funds, net 1,715 2,141 

Endowm nt net assets, end of year 47,029 21 ,278 $ 35,773 
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$ 

$ 

$ 

$ 

Total 
$ 104,080 

8,246 
4,604 

(3,726) 

~72,827) 

$ 40,377 

Total 
57,051 
47,029 

104,080 

Total 
10 1,347 

(347) 
2,845 

(3,62 1) 

3,856 
104,080 
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Description of Amounts Classified as Permanently Restricted Net Assets and 
Temporarily Restricted Net Assets (Endowment Only) 

Permanently Restricted Net Assets 

The portion of perpetual endowment funds that is required to be retained 

permanently either by explicit donor stipulation or UPMIFA 

Total endowment funds classified as permanently restricted net assets 

Temporarily Restricted Net Assets 

Term endowment funds 
The portion of perpetual endowments subject to a time restriction 

under UPMIF A: 
Without purpose restrictions 

With purpose restrictions 

Total endowment funds classified as temporarily restricted net assets 

Endowment Funds with Deficits 

2016 2015 

$ 40,377 $ 35,773 

$ 40,377 $ 35,773 

$ $ 

21,278 

$ $ 21,278 

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

Return 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 armually, while assuming a moderate level of investment 
risk. Actual returns in any given year may vary from this amount. 

Strategies Employed for Achieving Investment Objectives 
To achieve 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 of Spending 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 gifts. Depending upon market conditions and the needs and available 
resources of the University, appropriations for expenditure from individual endowments may be temporarily 
suspended to fac ilitate preservation of the endowment. 
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(8) FI 'ANCIAL INSTRUMENTS AT FAIR VALUE 

Certain financial instruments of the Univers ity are reported at fair value and are either categorized into a three­
level hi ·rarchy based on the nature of the inputs to the valuation technique, or presented as Investments 
measun:d at net asset va lue per share as discussed in Note 1. The following tables present these financial 
in strum nts as of December 31 , 2016 and 2015 (in thousands of dollars): 

Fair Value Measurements as of December 31, 2016 
Levell Level2 Level3 Total 

Time deposits and cash equivalents $ 345 s s $ 345 

Investments measured at net asset 

value er share N/A N/A N/A 195,863 
Total Inves tments 345 196,208 

Benetictal interest in tmsts 5,994 5,994 
Total a sets carried at fair value $ 345 s s 5,994 $ 202,202 

Fair Value Measurements as ofDecember 31, 2015 

Level I Level2 Level 3 Total 

Timed .posits and cash equivalents $ 338 $ $ $ 338 
Investments measured at net asset 

value per share /A /A /A 193,880 
Total Investments 338 194,218 

Beneficial interest in trusts 5,826 5,826 
Total a sets carried at fair value $ 338 $ $ 5,826 $ 200,044 
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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): 

Level3 financial instmments, beginning ofyear 
Total gains (losses) 
Purchases 
Settlements 
Transfers into/( out of) Level3 

Level3 fmancial instmments, end of year 

$ 

$ 

Fair Value Measurements 
Using Significant Unobservable Inputs 

2016 2015 

5,826 
(454) 

2 
620 

5,994 

$ 

$ 

5,790 
(57) 

128 
(35) 

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 tmst 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): 

Equity portfolios , domestic 
Equity portfolios , intemational 
Fixed income portfolios, domestic 
Total investments measured at net asset value pershare 

s 

s 

Fair Value Measurements of Investments 
Measured at Net Asset Value Per Share 

2016 

126, 147 
13, 144 
56,572 

195.863 

s 

s 

2015 

121,715 
13,293 
58,872 

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 defined benefit plan that covers substantially all full-time employees of 
the 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 
these postretirement benefits during the years employees provide service. At the time it adopted this method, the 
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University elected to recognize the cumulative effect of the postretirement benefit obligation over a period of twenty 
years. 

Retirement and postretirement plan information presented below represents the University' s proportionate share of the 
Master Retirement Plan and the Retiree Medical and Life Plan (the Plans), respectively. 

The following table shows the funding status and the related amounts recognized in the Statements of Financial 
Positio as of December 31 , 20 16 and 2015 (in thousands of dollars): 

Retirement Plan Postretirement Plan 

2016 20 15 20 16 2015 

Fair value of plan assets $ 119,31 3 $ 109,553 $ 9,740 $ 8,633 

Benefit obligation (142,23 8) (133 ,353) (13 ,990) (15 ,694) 

Amount under funded $ (22,925) s (23 ,800) $ (4,250) $ (7,061) 

The accumulated benefit obligation fo r the retirement plan was $128,293 ,438 and $ 122 ,024,305 as of December 
3 1,201 and20 !5 ,respectively. 
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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 

20 16 2015 20 16 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 

Accumulated amounts reflected in the 

Statements of Financial Position : 

Net loss $ 27,816 $ 28,727 $ 1,488 $ 4,496 

Prior service cost 353 53 469 536 

Amount in unrestricted net assets 28, 169 28,780 1,957 5,032 

Accrued (prepaid) 

retirement/postretirement cost (5 ,245) (4,980) 2,293 2,029 

Retirement/postretirement liability $ 22 ,924 $ 23,800 $ 4,250 $ 7,06 1 

Periodic benefit cost and other amounts 
recognized in unrestricted net assets 

reflected in the Statements of Activities: 

Benefit cost $ 3,62 1 $ 4,199 $ 834 $ 895 

Net (gain) loss (9 10) (5, 160) (3,008) (324) 
Prior service cost (credit) 300 (18) (67) (67) 

Other amounts recognized in unrestricted 

net assets (6 10) (5, 178) (3 ,075) (39 1) 

Total benefit cost and other amounts 
recognized in unrestricted net assets $ 3,0 11 $ (979) $ (2,24 1) $ 504 

The 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 20 17 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 20 17 are $58,673 and $0, respectively . 
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For the years ended December 31, 2016 and 2015, the following weighted-average assumptions were used in 
accountmg for the Plans: 

Retirement Plan Postretirement Plan 

2016 20 15 2016 2015 

Be efit obligation: 

Discount rate 4.00% 4.20% 4.00% 4.20% 

ate of compensation increase 4.37% 4.25% N/A N/A 

Ne t periodic benefit cost: 
Discount rate 4.20% 3.80% 4.20% 3.80% 

Expected return on plan assets 6.00% 7.00% 6.00% 7.00% 

ate of compensation increase 4.37% 4.25% /A N/A 

Postreti rement benefits are fixed dollar amounts which might be adjusted in the future. For December 31, 2016 
valuati ns, a 7 . l % ( 6.1% for Medicare supplement) atmual rate of increase in the per capita cost of covered 
health rare benefits was assumed for 20 17; the rate was assumed to decrease gradually goi ng forward to 5.8% 
(6 .3% for Medicare supplement) for 2026. It was also assumed to continue to decrease until it reaches its 
ultimate level in 2075 at 3.9% (3 .9% for Medicare supplement). For December 31, 20 15 valuations. a 7.0% 
(8.2% for Medicare supplement) annual rate of increase in the per capita cost of covered health care benefits was 
assume for 20 16; the rate was assumed to decrease gradually going forward to 5.8% (6.3% for Medicare 
supple ent) for 2025. It will continue to decrease until it reaches its ultimate level in 2075 at 3.8% (3.8% for 
Medicare supplement). 

By way of investment policy, the Plans have established long-term strategic asset allocation targets and ranges, 
as shown below. 

For 20 16, the 6.0% expected long-term return assumption on plan assets, also shown below, was based primarily 
on fore as ted returns for the next ten years by asset category, weighted by the 20 16 asset allocation target. 

Asset Allocation Expected Return 
2016 Category 

Tar~et Ran~e Wei~hting Return 
A ·set category: 

Domestic equity securities 20% 10-30% 20% 5.75% 
International equity securities 10% 5-20% 10% 6.25% 

---Elebt securities -~.!Vo 15-40% ----2.5% 2.7i% 

eal estate 10% 5-15% 10% 7.50% 
ther assets 15% 5-20% 15% 8.25% 

Diversifying assets 20% 10-30% 20% 5.25% 
Value from active management 0.4% 
\\ eighted-average return 6.0% 
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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 
20 12 Category 

Tar~et Ran~e Wei~htin~ 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% 
Weighted-average return 7.0% 

The 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 . 

The financial instruments of the retirement and postretirement plans are reported at fair value and are either 
categorized 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 I . 
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The tab les below present the fair value of the total Master Retirement Plan assets as of December 31, 2016 and 
20 15 (in thousands of dollars), ofwhich the University's share was 2.24% and 2.21 % as of the respective dates. 

Fair Value Measurements as of December 31, 2016 
Level I Level2 Level 3 Total 

Cash and cash equivalents, net of accruals $ 140,357 $ $ $ 140,35 7 
Investments: 
U.S. overnment securities 192,662 192,662 
Corp rate debt securities, domestic 379,044 12,780 39 1,824 
Corp rate debt securities, international 9,715 9,71 5 
Corp rate debt securities, exchange traded note 
Mutual funds I ,520,033 1,520,033 
Common stocks, domestic 702,02 1 702,02 1 
Common stocks, international 451,229 4,576 455,805 
PrefeJTed stocks 13,169 3,870 17,039 
Government agency mortgage-backed securities 171,242 171,242 
Private mortgage-backed securities 157,606 6,758 164,364 
Derivatives 994 7 1,001 

Invest 1ents measured at net asset value per share N/A N/A N/A I ,548,823 
Net Master Retirement Plan assets $ 2,826,809 $ 911 ,263 s 27,99 1 $ 5,314,886 

Fair Value Measurements as of December 31 , 20 IS 
Levell Level 2 Level3 Total 

Cash and cash equivalents, net of accruals $ 93 ,221 $ $ $ 93 ,22 1 
Investments: 

U.S. •overnment securities 210,220 210,220 
Corp rate debt securities, domestic 395,305 5, 193 400,498 
Corp rate debt securities, international 7,56 1 7,561 
Corp rate debt securities, exchange traded note 28,464 28,464 
Mutual funds 1,318,533 1,318,533 
Common stocks, domestic 762,411 762,4 11 
Common stocks, international 443,279 443,279 
Preferred stocks 9,548 2,025 11 ,573 
Government agency mortgage-backed securities 153,162 2,00 1 155,163 
Private mortgage-backed securities 148,895 9,052 157,947 
Deri atives 287 287 

Investments measured at net asset value per share N/A N/A N/A 1,367.888 
Net Master Retirement Plan assets $ 2,655 ,456 $ 917,455 $ 16,246 $ 4,957,045 
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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% 
and 1.89% as of the respective dates . 

Cash 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 
Net Retiree Medical and Life Plan assets 

Cash 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 
Levell Level2 Level3 Total 

$ 19,406 $ $ $ 19,406 

13,840 
28,178 

316 

253,546 
41,307 

1,276 
292 

91 
N/A N/A 

$ 315,626 $ 42,626 $ 

34 

I 
N/A 

35 $ 

13,840 
28,212 

316 

253,546 
41,307 

1,276 
292 

92 
137,664 
495,951 

Fair Value Measurements as of December 31 , 2015 
Levell Level2 Level3 Total 

$ 8,976 $ $ $ 8,976 

18,021 18,021 
29,878 38 29,916 

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 

$ 288,248 $ 48,746 $ 38 $ 456,781 
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The foil wing tables provide a summary of changes in fair value of the Level 3 Master Reti rement Plan assets 
for the years ended December 3 I , 20 16 and 20 15 (in thousands of dollars) : 

Level 3 inv stments. beginning of year 

Actual return on plan assets: 

Relating o assets still held as of end of year 
Relating · o assets sold during the year 

Purchasi!S 

Sale maru-itics 
Transfers into (out of) Level3 

Level 3 inv tments, end of year 

L~vd 3 inv~st ml! nt s. beginning of year 
Actual retu on plan assets: 

Relating to assets still held as of end of year 
Relating to assets sold during the year 

Purchases 
Salcs/matu ·ties 

Transfers into (out of) Level 3 

Lc:vel 3 inv stments. end of year 

Level 3 im·cstmcnts. beginning of year 
Actua l retu on plan assets: 

Re lating to assets still held as of end of year 
Relating to assets sold during the year 

Purchases 
Sales/maturities 
Transfers mto (out of) Level 3 

Level 3 inv tments , end of year 

Level 3 inv~.."Stmcnts. beginning of year 
Actual return on plan assets: 

Relat ing o assets sti ll held as of end of year 
Relating o assets sold during 1he year 

Purchases 
Sales/matu ities 
Transfers into (out of) Level 3 

Level 3 inv~tments. end of year 

s 

s 

s 

s 

s 

s 

Corporate 

Debt 

Securities 

5.193 

354 

(I) 

17,135 

(9.90 1) 

12 ,780 

Derivatives 

Corporate 
Debt 

Sccuntics 

10,758 

1298) 

(393) 

4.735 
(9.609) 

5.193 

Derivatives 

37 

(2) 

8 
34 

(77) 

2016 Fair Value Measurements Using Significant Unobservable Inputs 

Common 
Stocks, 

lntemationa l 

64 

38 
4,938 

(2,334) 

1,870 

4,576 

Total 

16,246 

737 

156 

27,857 

( 13,745) 

(3.260) 

27,991 

Preferred 

Stocks 

300 

3,570 

3,870 

Govt. Agency Private 

Mortgage- Mortgage-
backed backed 

Securities Securities 

s 2,001 $ 9,052 

(21) 40 

( 16) 135 

2,207 

(488) (1 ,022) 
( I ,476) (3,654) 

s 6,758 

20 IS Fair Value Measurements Using Significant Unobservable Inputs 

Common 
Stocks. 

Intcmat ional 

Total 

24 

19,032 

(210) 

(362) 

9.298 

( 11.512) 

16,246 

Preferred 

Stocks 

s 

Govt. Agency Private 

Mongagc- Mongage-
backed backed 

Securities 

2,400 

(20) 
(24 ) 

367 
(722) 

2.001 

Securities 

5,837 

110 

47 

4,162 

( 1,104) 

9,052 

Table 

continued 
below 

Table 

conti ued 
below 
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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 3 1, 2016 and 2015 (in thousands of dollars) : 

201 6 Fair Value Measurements 

Using SignifiL:ant Unobservable Inputs 
Corporate 

Debt 

Se\.:urities Derivatives Total 

Level 3 investments. beginning of year 38 
Actual return on plan assets: 

Relating to assets still held as of end of year (4) 

Relating to assets so ld during the year 3 

Purchases 
Sales/maturities 
Transfers into (out ot) Level 3 

Level 3 investments, end of year 

Level 3 investments, beginning of year 
Actual return on plan assets : 

Relating to assets still held as of end of year 
Relating to ass~ts sold during th..; year 

Purchases 
Sales/maturities 
Tr;J.nsfers into (out of) Level J 

Level 3 investments, end of year 

(3) 

34 

20 15 Fair Value Measurements 

Using Significant Unobservable Inputs 

Corporate 

Debt 

Securities 
390 

(9 ) 

(344) 

38 

Deri vatives Total 

I 

3 

(7) 

38 

(4 ) 

I 

(3) 

35 

393 

(9) 

2 

(351) 

38 

The University expects to contribute $6,430,000 to its retirement plan and $871 ,535 to its postretirement plan 
during the year ending December 31, 201 7 . 

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 3 1, 
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 
Internal 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 
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affiliate, which during the years ended December 31, 20 16 and 2015, totaled $1 ,465 ,555 and $1,293 ,894, 
respecti vely. 

(10) COMMITMENTS AND CONTINGENCIES 

The Umversity has commitments for construction project totaling $47,885 ,327 at December 31, 2016. Of this 
amount. $47,727,147 has been approved to be reimbursed by a Church affil iate (Note 6) and is expected to be 
receive as costs are expended. 

The Umversity has been named as a defendant in certain lawsuits. Other potential claims are pending. While 
the University cannot predict the results of these actions, management believes, based in part on the advice of 
in-hous.;: legal counsel, that any contingent liability resulting from such litigation and claims will not have a 
material effect on the University operations or financial position. Financial responsibility for liability losses is 
assumed by a Church aftiliate. 

(11) SUBSEQUENT EVENTS 

The Umversity has evaluated subsequent events for the period after December 31, 20 16 through April 28 , 20 I 7, 
the date the fina ncial statements were available to be issued. o events have been identified that would have a 
material effect on the financial statements. 
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BRIGHAM YOUNG UNIVERSITY- HAWAII 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

for the year ended December 31 , 2016 

Federal 
Federal Grantor/Pass-Through CFDA Federal 

Grantor/Program or Cluster Title Number Ex~enditures 

Student Financial Aid Cluster: 
U.S. Department of Education 

Federal Pell Grant Program 84.063 $ 

Teacher Education Assistance for College 
and Higher Education Grants 84.379 

Direct Loans (includes Stafford 
Loans and PLUS Loans) 84.268 

Total Student Financial Aid Cluster 

Total Federal Financial Assistance $ 

See Notes to Schedule of Expenditures of Federal Awards 
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3,009,345 

13,187 

2,044,651 

5,067,183 

5,067,183 



BRIGHAM YOUNG UNIVERSITY- HAWAII 

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

1. BASIS F PRESENTATION: 

The ac ompanying Schedule of Expenditures of Federal Awards for the year ended December 31, 
2016 includes the federal financial assistance transactions of Brigham Young University- Hawaii (the 
"University") recorded on the accrual basis of accounting. Funds derived from federal grants may be 
used o ly to meet current expenditures for the purposes specifically identified by the sponsoring 
agenci s. The information in the schedule is presented in accordance with the requirements of OMB 
Uniform Guidance. Therefore, some amounts presented in this schedule may differ from amounts 
presented in, or used in the preparation of, the basic financial statements. Indirect costs are not 
charge to the Student Financial Aid program 

2. LOAN PROGRAMS: 

The University issued loans under the Federal Direct Student Loans Program, which includes Direct 
Subsidized Loans, Direct Unsubsidized Loans, and Direct Parent's Loans for Undergraduate 
Students, which are included in the Schedule of Expenditures of Federal Awards. 

The University is responsible only for the performance of certain administrative duties with respect to 
the Fe eral Direct Loan programs and accordingly, these loans are not included in the University's 
basic consol idated financial statements. It is not practical to determine the balance of loans 
outstanding under these programs at December 31 , 2016. 
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pwc 

Report of Independent Auditors on Internal Control Over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements Performed 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 ofthe 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 effectiveness 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 offinancial 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 . 

r ... .. .... ........ .. ... ... .. ... .. ................................. ... ..................................... ... .................................. ...... ............................................ ........................... ... ... . 

PricewaterhouseCooper·s 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 ofthat testing, and not to provide an opinion on the effectiveness ofthe 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 . 

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 ofthe 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 University­
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 
program for the year ended December 31, 2016 . 

:··································································································································································································································· 

PricewaterlwuseCoopers 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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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 
a 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 . 

The purpose of this report on internal control over compliance is solely to describe the scope of our testing 
of 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 . 

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 I -Summary of Auditor's Results 

Financial Statements 
Type of auditor's report issued: Unmodified Opinion 
I t I t I f . I rt' n erna con ro over 1nanc1a repo mg: 

• Material weaknesses identified? 

• Significant deficiencies identified that are not 
considered to be material weaknesses? 

Noncompliance material to financial statements 
noted? 

Federal Awards 
I Internal contra over maJor programs: 

• Material weaknesses identified? 

• Significant deficiencies identified that are not 
considered to be material weaknesses? 

Any audit findings disclosed that are required to be 
reported in accordance with 2 CFR 200.516 (a)? 

Identification of major programs: 
CFDA Number: 
Various 

Dollar threshold used to distingu ish between 
type A and type B programs: 
Auditee qualified as low-risk auditee? 

yes X no 
__ yes _X ___ nonereported 

__ yes _x_ no 

__ yes _X ___ no 
__ yes _X ___ nonereported 

Name of Federal Program or Cluster 

Student Financial Aid Cluster 

$750,000 

X yes I no 

Section II - 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 

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

Section Ill- Federal Award Findings and Questioned Costs 

No finding or questioned costs related to Federal Awards were noted which are required to be reported 
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 

There were no prior year find ings or questioned costs related to Federal Awards for the year ended 
December 31 , 2015 . 
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