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INDEPENDENT AUDITORS’ REPORT 

Council of Trustees 
Indiana University of Pennsylvania 
  of the State System of Higher Education 
Indiana, Pennsylvania 

Report on the Financial Statements 
We have audited the accompanying financial statements of the business-type activities and the 
aggregate discretely presented component units of Indiana University of Pennsylvania (the University), 
as of and for the years ended June 30, 2021 and 2020, and the related notes to the financial 
statements, which collectively comprise the University’s basic financial statements as listed in the table 
of contents. 

Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these 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 these basic financial statements based on our audits. We 
did not audit the financial statements of certain of the aggregate discretely presented component units, 
which represent 100%, 100%, and 100%, respectively, of the 2021 assets, net assets, and revenues 
and 11.6%, 22.2%, and 39.4%, respectively, of the 2020 assets, net assets, and revenues of the 
discretely presented component units. Those financial statements were audited by other auditors 
whose reports thereon have been furnished to us, and our opinion insofar as it relates to the amounts 
included for the discretely presented component units, is based solely on the reports of the other 
auditors. We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America. 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 the auditors’ 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, the auditor considers internal control relevant to the entity’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 the entity’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 opinions. 



Council of Trustees 
Indiana University of Pennsylvania 
  of the State System of Higher Education 
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Opinions 

In our opinion, based on our audits and the reports of the other auditors, the financial statements 
referred to above present fairly, in all material respects, the financial position of the business-type 
activities and the aggregate discretely presented component units of Indiana University of Pennsylvania 
as of June 30, 2021 and 2020, and the respective changes in financial position and cash flows, where 
applicable, thereof for the years then ended in accordance with accounting principles generally 
accepted in the United States of America. 
 

Emphasis of Matter 

As discussed in Note 6, one of the University’s component units, the Foundation for Indiana University 
of Pennsylvania, Inc. (the Foundation), is in default on certain covenants of its loan agreements at 
June 30, 2021 and 2020. The lenders may demand repayment of the loans. No such demand has been 
made. Negotiations are presently under way to restructure the related indebtedness. The financial 
statements do not include any adjustments that might result from the outcome of this uncertainty. Our 
opinion is not modified with respect to this matter. 
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Management’s Discussion and Analysis (MD&A) is intended to provide a narrative overview and 
analysis for the financial activities of Indiana University of Pennsylvania (IUP) for the years ended 
June 30, 2021 and 2020. IUP’s financial performance is discussed and analyzed within the context of 
the financial statements and disclosures which follow. 
 
IUP, founded in 1875, is a public university of the Commonwealth of Pennsylvania and is one of 
fourteen (14) universities and the Office of the Chancellor comprising the Pennsylvania State System of 
Higher Education (the State System). As a public university, IUP is charged with providing affordable 
high-quality education to its students. With 10,067 students enrolled for Fall 2020, IUP had the 2nd 
largest enrollment of the State System’s fourteen (14) universities. 
 
Like all State System institutions, IUP functions independently, but being part of the State System 
enables IUP to benefit from economies of scale for shared services and key central systems and 
administrative support. 
 
The following is an overview of the IUP’s financial activities for the year ended June 30, 2021, as 
compared to the years ended June 30, 2020 and 2019. Note, due to rounding, certain increases or 
decreases may vary slightly from audited financial statements. 
 
Financial Highlights 

 As a public institution of higher education, IUP receives state appropriations from the 
Commonwealth of Pennsylvania to support its operations. Total Commonwealth appropriations 
were $477.5 million statewide for the years ended June 30, 2021 and 2020, and $468.1 million 
for the year ended June 30, 2019 respectively. IUP received a general state appropriation of 
$56.1 million for the year ended June 30, 2021, which was a 0% increase over the $56.1 million 
for the year ended June 30, 2020. The appropriation for the year ended June 30, 2020 was a 
2.2% increase over the $54.8 million received for the year ended June 30, 2019.  
 

 The State System Board of Governors annually approves tuition rate increases. The rate 
increase approved for academic years 2020-2021, 2019-2020, and 2018-2019 were 0.00% 
0.00%, and 2.99% respectively. 

 
 Revenue recognized for tuition and fees net of discounts and allowances was $84.9 million in 

fiscal year 2020-2021, $96.5 million in fiscal year 2019-2020, and $106.0 million in fiscal year 
2018-2019. 

 
 State appropriations for capital increased in the most recent fiscal year after a decrease in the 

previous year. Capital appropriations for 2020-2021 increased by 15.4% compared to 2019-
2020 capital appropriations. 2019-2020 capital appropriations decreased 4.2% over 2018-2019 
levels. 
 

 Enrollment for Fall 2020 included 8,032 undergraduate and 2,035 graduate students, for a total 
of 10,067 students. Fall 2018 and 2017 included 8,279 and 9,215 undergraduate and 2,069 and 
2,110 graduate students respectively. The chart below summarizes a three-year trend of 
undergraduate and graduate enrollment. 
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Financial Highlights (Continued) 

 

 

 
Financial Statements 

Balance Sheet 

The balance sheet reports the balances of the assets, deferred outflows of resources, liabilities, 
deferred inflows of resources and net position of IUP as of the end of the fiscal year. Assets include 
cash investments reported at fair value, the value of outstanding receivables due from students and 
other parties, and land, buildings, and equipment reported at cost, less accumulated depreciation. 
Deferred outflows of resources, which is defined as a consumption of net position that applies to future 
periods, includes deferred losses on refunding of debt and certain items associated with the net 
pension and other postemployment benefits (OPEB) liabilities and annual pension and OPEB expense. 
 
Liabilities include payments due to vendors and students, the balance of bonds payable, and liabilities 
such as workers’ compensation (IUP is self-insured), compensated absences (the value of sick and 
annual leave earned by employees), and postretirement benefits (benefits expected to be paid to 
certain current and future retirees). Deferred inflows of resources, which is defined as an acquisition of 
net position that applies to future periods, includes deferred gains on refunding of debt and certain 
items associated with the net pension and OPEB liabilities and annual pension and OPEB expense. 
The difference between the assets plus deferred outflows of resources and liabilities plus deferred 
inflows of resources is reported as net position. 
 
Net position at fiscal year-end June 30, 2021 increased by $0.6 million to ($183.7) million from fiscal 
year-end June 30, 2020 net position of ($184.3) million. The net position at year-end June 30, 2020 
increased $9.9 million from the net position at the end of fiscal year-end June 30, 2019 which was 
($194.3) million. 
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Financial Statements (Continued) 

Net Position 

Net investment in capital assets is the cost of land, buildings, improvements, equipment, furnishings, 
and library books, net of accumulated depreciation and less any associated debt such as lease or 
bonds payable. This balance is not available for IUP’s use in ongoing operations, since the underlying 
assets would have to be sold in order to use the balance to pay current or long-term obligations. The 
Commonwealth prohibits the State System from selling university land and buildings without prior 
approval. 
 
Restricted net position represents the balances of funds received from the Commonwealth, donors, or 
grantors who have placed restrictions on the purpose for which the funds must be spent. 
Nonexpendable restricted net position represents the corpus of endowments and similar arrangements 
in which only the associated investment income can be spent. Expendable restricted net position is 
available for expenditure as long as any external purpose and time restrictions are met. 
 
Unrestricted net position
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Financial Statements (Continued) 

Statement of Revenues, Expenses, and Changes in Net Position (Continued) 
Utilizing these definitions, operating expenses exceeded operating revenues by $96.0 million in fiscal 
year 2020-2021, by $80.9 million in 2019-2020, and by $77.2 million in 2018-2019. 
 
Including net nonoperating revenues (expenses) and excluding unfunded employee benefit expenses 
from the net operating revenues (expenses) results in an adjusted net operating loss of $12.4 million in 
fiscal year 2020-2021, an adjusted net operating loss of $7.1 million in fiscal year 2019-2020, and an 
adjusted net operating loss of $6.0 million in fiscal year 2018-2019. 
 
Operating revenues in 2020-2021 decreased 12.4% compared to 2019-2020 while operating revenues 
decreased 12.0% in 2019-2020 compared to 2018-2019. Operating expenses in 2020-2021 decreased 
1.3% compared to 2019-2020 while operating expenses in 2019-2020 decreased 6.68% compared to 
2018-2019. The decrease in both operating revenues and expenses can be attributed to reduced 
enrollment in both years and also as a result of minimizing the impact of the coronavirus pandemic by 
going to a distance learning environment in March of 2020. 
 
The following graph reflects operating expenditures categorized as to the nature of the expense for the 
years ended June 30, 2021, 2020, and 2019, as opposed to the functional classification presentation on 
the statement of revenues, expenses, and change in net position. 
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Financial Statements (Continued) 

Statement of Revenues, Expenses, and Changes in Net Position (Continued) 
The following summary shows the statement of operating revenues, operating and nonoperating 
expenses, and changes in net position for the years ended June 30, 2021, 2020, 2019. 
 

2021 2020 2019
OPERATING REVENUES

Tuition and Fees, Net 84,917,696$       96,482,368$       106,023,686$     
Governmental Grants and Contracts 19,041,384         20,181,622         22,100,878         
Nongovernmental Grants and Contracts 2,162,497           3,968,716           4,447,983           
Sales and Services 3,036,239           7,199,549           7,974,092           
Auxiliary Enterprises, Net 17,324,137         18,101,027         24,545,364         
Other Revenue 1,416,723           85,309                876,107              

Total Operating Revenue 127,898,676       146,018,591       165,968,110       

NONOPERATING REVENUES
State Appropriations, General and Restricted 56,058,332         56,058,332         54,846,695         
Federal Grants and Appropriations, COVID 19,991,612         11,302,056         -                          
Pell Grants 14,221,942         15,678,514         17,047,154         
Investment Income, Net
  (Includes Unrealized Gains and Losses) 3,006,355           2,691,113           3,689,777           



payments of IUP. The statement may be used to determine IUP’s ability to generate future net cash 
flows and meet obligations as they come due, as well as possible needs for external financing. 
 
The following summary shows IUP’s cash at the end of 2020-2021 as $94.9 million, a 1.6% increase of 
$1.5 million compared to cash at the end of 2019- 2020. The cash balance of $93.4 million at the end of 
2019-2020 is an 13.3% decrease of $14.3 million compared to the 2018-2019 ending cash balance  
of $107.7 million. 
 

2021 2020 2019

Cash Flows from Operating (80,280,590)$  (89,759,282)$  (69,275,675)$  
Cash Flows from Noncapital Financing Activities 92,244,462     87,357,717     74,153,292     
Cash Flows from Capital Financing Activities (11,870,474)    (14,543,768)    (17,598,631)    
Cash Flows from Investing Activities 1,375,962       2,632,502       3,121,625       

Net Increase (Decrease) in Cash and Cash Equivalents 1,469,360       (14,312,831)    (9,599,389)      

Cash and Cash Equivalents - Beginning of Year 93,398,404     107,711,235   117,310,624   

Cash and Cash Equivalents - End of Year 94,867,764$   93,398,404$   107,711,235$ 
 

 
IUP Highlights and Future Considerations 

Several considerations should be noted with respect to IUP’s financial outlook in upcoming fiscal years 
as several conditions could limit IUP’s financial flexibility in fiscal year 2020-2021 and beyond. 
 

1. State Appropriations – IUP receives substantial funding annually from the Commonwealth of 
Pennsylvania as State Appropriation. The Commonwealth of Pennsylvania’s level of funding for 
higher education per student is near the lowest of all states. Financial pressures on the 
Commonwealth may result in future reductions in state support. Additionally, changes in the 
Board of Governors allocation methodology may further reduce IUP’s appropriation. 

 
2. Enrollment – In recent years the Commonwealth of Pennsylvania has experienced a decrease 

in traditional high school graduates, particularly in the western region of the Commonwealth 
which is IUP’s primary service area. This trend is expected to continue well into the foreseeable 
future. As a result, enrollment levels at IUP have been decreasing for the past few years. 
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IUP Highlights and Future Considerations (Continued) 

7. Beginning in March 2020, COVID-19 has had a direct impact on the daily operations of the 
University. During the remainder of the Spring and Summer 2020 semesters, the University 
followed state recommendations and requirements and required students and staff to study and 
work remotely. For the academic school year 2020-2021 only new freshmen, students in 
academic programs that require them to be on campus, most students in graduate programs, 
most international students who are in the United States, and students with special 
circumstances were to return to campus for face-to-face class delivery. All other students were 
asked not to return to campus during the 2020-2021 school year. All students and staff returned 
to campus for the 2021-2022 school year following recommended mitigation and prevention 
procedures. The University made these decisions to mitigate the risks associated with COVID-19 
to the students, staff, and community. HEERF funding (which consists of CARES Act funding, 
CRRSA Act funding, and ARP Act funding) has been awarded to the University to minimize the 
overall financial impact incurred by the University, however, the financial impact in the future may 
depend on ongoing responses needed to mitigate COVID-19, how COVID-19 may affect future 
enrollment, the continued need for social distancing, and responses to any resurgences of 
COVID-19 in the future. 
 
As previously mentioned, HEERF funding (Higher Education Emergency Relief Fund) has been 
or will be received to minimize, but not eliminate, the overall financial impact of COVID-19 on the 
University. 
 
The following is a list of CARES Act (Coronavirus Aid, Relief, and Economic Security Act) 
funding awarded to the University in 2019-2020 and 2020-2021. 
 
 Emergency Aid for Students 1     $  5,025,231 
 Institutional Share 1          5,025,230 
 Strengthening Institutional Programs 1          498,865 
 Appropriated Coronavirus Relief Funds 2       3,330,616 
 Governor’s Education Emergency Relief 3          357,986 
 Total CARES Act Funds     $14,237,928 
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IUP Highlights and Future Considerations (Continued) 

The following is a list of ARP Act (American Rescue Plan Act) funding awarded to the University 
in 2020-2021. 
 
 Emergency Aid for Students 1     $13,508,299 
 Institutional Share 1        13,426,046 
 Strengthening Institutional Programs 1       1,197,018 
 Total ARP Act Funds      $28,131,363 
 For University Use (Less Emergency Aid for Students) $14,623,064 
 
 1HEERF, US Department of Education 
 2Title V, Assistance for State, Local and Tribal Governments, US Department of the Treasury  

 3GEERF, US Department of Education, as distributed by Pennsylvania Department of Education 
 
 
Additionally, prior to June 30, 2021, the University was approved to be reimbursed $381,463 for 
certain COVID-19 mitigation expenses through reimbursement submissions with the 
Pennsylvania Emergency Management Agency (PEMA) and the Federal Emergency 
Management Agency (FEMA). An additional reimbursement of $374,035 was approved 
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2021 2020
LIABILITIES, DEFERRED INFLOWS OF RESOURCES, AND NET POSITION

CURRENT LIABILITIES
Accounts Payable and Accrued Expenses:

Supplies and Services 3,212,478$         2,810,857$         
Employees 19,194,438         15,673,675         

Unearned Revenue:
Students 2,413,603           2,763,792           
Grants and Appropriations 225,458              2,208,613           
Sales and Service 25,531                25,000                
Auxiliary 2,848,339           -                          
Other 14,888                14,888                

Accrued Interest Payable 64,671                77,514                
Students’ Deposits 274,278              361,740              
Other Deposit Liabilities 409,370              304,653              
Current Portion of Workers’ Compensation Obligation 307,142              353,358              
Current Portion of Compensated Absences Obligation 6,197,821           1,569,939           
Current Portion of Capitalized Lease Obligations 3,551,570           44,996                
Current Portion of Other Post Employment Benefits Obligation 4,696,170           6,616,470           
Current Portion of Bonds Payable, Net 4,508,046           4,309,196           
Current Portion Due to S
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2021 2020

RECONCILIATION OF OPERATING LOSS TO NET CASH 
  USED BY OPERATING ACTIVITIES

Operating Loss (96,003,192)$   (80,882,302)$   
Adjustments to Reconcile Operating Loss to Net Cash
  Used by Operating Activities:

Depreciation Expense 16,597,257      12,397,423      
Expenses Paid by Commonwealth or Donor 1,288,461        1,407,457        
Effect of Changes in Operating Assets, Liabilities, and
  Deferred Inflows and Outflows:

Receivables, Net (34,059)            1,318,380        
Inventories 175,274           (38,763)            
Other Assets 3,675,846        (6,995,422)       
Accounts Payable 3,198,335        (2,303,771)       
Deferred Revenue 1,919,141        (62,981)            
Students' Deposits (87,463)            14,395             
Compensated Absences 1,490,461        1,955,894        
Loans to Students and Employees 3,960,688        2,208,424        
Post Employment Benefits Liability (OPEB) 27,805,086      (31,307,151)     
Defined Benefit Pensions (7,639,658)       (23,141,905)     
Other Liabilities (4,848,083)       (2,399,857)       
Deferred Outflows of Resources Related to Pensions (6,262,563)       14,040,056      
Deferred Outflows of Resources Related to
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2021 2020

CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTION
Revenues and Other Additions:

Sales and Service 3,227,855$      4,131,925$      
Student Fees 8,117,517        8,045,289        
Grants and Contracts 2,961,491        3,175,795        
Rental Income, Net of Refunds 11,394,343      17,194,575      

   Investment Income, Net 5,584,716        3,103,196        
   Unrealized Gain (Loss) on Investments 9,486,723        (527,582)          
   Other Revenues and Gains 7,954,525        1,447,628        
   Contributions 2,183,036        2,418,501        
Net Assets Released Based on Satisfaction of Program Restrictions 4,110,328        4,220,809        

Total Revenues and Other Additions 55,020,534      43,210,136      

Expenses and Losses:
Program Services:

Scholarships and Grants 6,763,898        5,563,588        
Student Activities and Programs 4,600,209        4,732,551        
University Stores 2,612,460        2,971,746        
Housing 17,990,704      24,379,224      
Other Programs 8,311,124        8,949,478        

Management and General 1,844,440        1,718,553        
Fundraising 2,460,129        2,436,703        

Total Expenses 44,582,964      50,751,843      

Unrealized Loss on Interest Rate Swap Agreements -                       12,685,578      
Other Expenses and Losses 4,522,795        18,089,337      

Total Expenses and Losses 49,105,759      81,526,758      

Change in Net Assets Without Donor Restriction 5,914,775        (38,316,622)     

CHANGES IN NET ASSETS WITH DONOR RESTRICTIONS
Contributions 4,555,234        4,838,580        
Investment Income, Net 2,846,114        2,815,115        
Other Revenues and Gains 14,113,512      -                       
Other Expenses and Losses (354,350)          (1,240,268)       
Net Assets Released Based on Satisfaction of Program Restrictions (4,110,328)       (4,220,809)       

Change in Net Assets with Donor Restrictions 17,050,182      2,192,618        

CHANGE IN NET ASSETS 22,964,957      (36,124,004)     

Net Assets -  Beginning of Year 58,070,175      94,194,179      

NET ASSETS - END OF YEAR 81,035,132$    58,070,175$    
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NOTE 1 NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

Indiana University of Pennsylvania of the State System of Higher Education (the University), 
a public four-year doctoral intensive institution located in Indiana, Pennsylvania, was 
founded in 1875. The University is one of fourteen universities, and the Office of the 
Chancellor, which comprise Pennsylvania’s State System of Higher Education (the State 
System). The State System was created by the State System of Higher Education Act of 
November 12, 1982, P.L. 660, No. 188, as amended (Act 188). The State System is a 
component unit of the Commonwealth of Pennsylvania (the Commonwealth). 
 
Measurement Focus, Basis of Accounting, and Basis of Presentation 

The accompanying financial statements have been prepared using the economic resources 
measurement focus and the accrual basis of accounting in accordance with accounting 
principles generally accepted in the United States of America, as prescribed by the 
Governmental Accounting Standards Board (GASB). The economic resources measurement 
focus reports all inflows, outflows, and balances that effect an entitity’s net position. Under 
the accrual basis of accounting, revenues are recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash flows. Grants 
and similar items are recognized as revenue as soon as all eligibility requirements have 
been met. 
 
The accompanying financial statements of the component units, which are all private 
nonprofit organizations, are reported in accordance with Financial Accounting Standards 
Board (FASB) requirements, including FASB Codification Section 958-205, Presentation of 
Financial Statements. As such, certain revenue recognition criteria and presentation 
features are different from GASB revenue recognition and presentation features. No 
modifications for these differences have been made to the component units’ financial 
information presented herein. 
 
Reporting Entity 

The University functions as a business-type activity, as defined by GASB. 
 
The University has determined that the Student Cooperative Association, Inc. (the 
Cooperative); the College Student Union Association, Inc. (the Student Union); the 
Foundation for Indiana University of Pennsylvania, Inc. (the Foundation); the IUP Research 
Institute, Inc. (the Research Institute); the Indiana University of Pennsylvania Alumni 
Association, Inc. (the Alumni Association); and Residential Revival Indiana (RR Indiana), 
should be included in the University’s financial statements as discretely presented 
component units. A component unit is a legally separate organization for which the primary 
institution is financially accountable or closely related. 
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NOTE 1 NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(CONTINUED) 

Reporting Entity (Continued) 
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NOTE 1 NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(CONTINUED) 

Net Position 

Net position is the residual of assets, plus deferred outflows of resources, less liabilities, less 
deferred inflows of resources. The University maintains the following classifications of net 
position: 
 

Net Investment in Capital Assets: Capital assets, net of accumulated depreciation and 
outstanding principal balances of debt attributable to the acquisition, construction, repair, 
or improvement of those assets.
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NOTE 1 NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(CONTINUED) 

Capital Assets 
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NOTE 1 NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(CONTINUED) 

Pension Plans and Other Post Employment Benefit (OPEB) Plans 

Eligible employees of the State System enroll in one of three available pension plans 
immediately upon employment. The State System also offers healthcare and tuition benefits 
to eligible employees upon employment, which vary depending upon the employee’s labor 
group.  
 
For purposes of measuring the net pension l
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NOTE 2 COMPONENT UNIT INFORMATION 

The following represents combining condensed balance sheet information for the component 
units as of June 30, 2021: 
 

Student Residential Research Alumni 
Cooperative Union Foundation Revival Indiana Institute Association Total

ASSETS

Due from University 578,311$         -$                703,890$            89,770$              117,977$        -$                    1,489,948$         
Funds Held by Component Unit -                       -                  -                          -                          -                      7,057,549       7,057,549           
Investments 17,805             -                  123,151,786       -                          617,804          -                      123,787,395       
Capital Assets, Net 25,974,007      363,862      91,930,908         -                          18,350            -                      118,287,127       
Other Assets 6,795,517        10,609        29,498,506         92,716,049         2,533,487       -                      131,554,168       

Total Assets 33,365,640$    374,471$    245,285,090$     92,805,819$       3,287,618$     7,057,549$     382,176,187$     

LIABILITIES AND NET ASSETS

Liabilities:
Due to University 89,488$           -$                2,485,430$         2,562,611$         441,468$        -$                    5,578,997$         
Funds Held for Component Unit -                       -                  7,057,549           -                          -                      -                      7,057,549           
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NOTE 2 COMPONENT UNIT INFORMATION (CONTINUED) 

The following represents combining condensed balance sheet information for the 
component units as of June 30, 2020: 
 

Student Residential Research Alumni 
Cooperative Union Foundation Revival Indiana Institute Association Total

ASSETS

Due from University 228,958$         -$                1,617,471$         550,789$            121,422$         -$                    2,518,640$         
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NOTE 3 DEPOSITS AND INVESTMENTS 

The University predominantly maintains its cash balances on deposit with the State System 
which maintains these and other State System funds on a pooled basis. Although the State 
System pools its funds in a manner similar to an internal investment pool, individual State 
System entities do not hold title to any assets in the fund. The State System as a whole 
owns title to all assets. The University does not participate in the unrealized gains or losses 
on the investment pool; instead, the University holds shares equal to its cash balance. Each 
share has a constant value of $1, and income is allocated based on the number of shares 
owned. Revenue realized at the State System level is calculated on a daily basis and posted 
monthly to each entity’s account as interest income. The University’s portion of pooled funds 
totals $90,508,120 and $91,756,605 at June 30, 2021 and 2020, respectively. 
 
Board of Governors’ Policy 1986-02-A, Investment, authorizes the State System to invest in 
obligations of the U.S. Treasury, repurchase agreements, commercial paper, certificates of 
deposit, banker’s acceptances, U.S. money market funds, municipal bonds, corporate 
bonds, collateralized mortgage obligations (CMOs), asset backed securities, and internal 
loan funds. Restricted nonexpendable funds and amounts designated by the board or 
University trustees may be invested in the investments described above, as well as in 
corporate equities and approved pooled common funds. For purposes of convenience and 
expedience, the University uses local financial institutions for activities such as deposits of 
cash. In addition, the Universities may accept gifts of investments from donors as long as 
risk is limited to the investment itself. Restricted gifts of investments fall outside the scope of 
the investment policy. 
 
In keeping with its legal status as a system of public universities, the State System 
recognizes a fiduciary responsibility to invest all funds prudently and in accordance with 
ethical and prevailing legal standards. Investment decisions are intended to minimize risk 
while maximizing asset value. Adequate liquidity is maintained so that assets can be held to 
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NOTE 3 DEPOSITS AND INVESTMENTS (CONTINUED) 
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NOTE 3 DEPOSITS AND INVESTMENTS (CONTINUED) 

Modified Duration 
The State System denotes interest rate risk, or the risk that changes in interest rates will 
affect the fair value of an investment, using modified duration. Duration is a measurement in 
years of how long it takes for the price of a bond to be repaid by its internal cash flows. 
Modified duration takes into account changing interest rates. The State System maintains a 
portfolio duration target of 1.8 years with an upper limit of 2.5 years for the intermediate-term 
component of the operating portion of the investment portfolio. The State System’s duration 
targets are not applicable to its long-term investments. 
 
Fair Value Hierarchy 
GASB Statement No. 72, Fair Value Measurement and Application, requires that 
investments be classified according to a “fair value hierarchy.” With respect to Statement 
No. 72’s fair value hierarchy, GASB defines “inputs” as “the assumptions that market 



INDIANA UNIVERSITY OF PENNSYLVANIA 
OF THE STATE SYSTEM OF HIGHER EDUCATION 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2021 AND 2020 

 
 

(36) 

 
NOTE 3 DEPOSITS AND INVESTMENTS (CONTINUED) 

Fair Value Hierarchy (Continued) 

Securities classified in Level 3 of the fair value hierarchy lack an independent pricing source 
and so are valued using an internal fair value as provided by the investment manager.  
 
Commonfund investments, held locally by the University, are valued based upon the unit 
values (NAV) of the funds held by the University at year-end. Unit values are based upon 
the underlying assets of the funds derived from inputs principally from or corroborated by 
observable market data, by correlation, or other means. Redemption restrictions for the 
Commonfund vary, depending upon the type of fund in which the University has invested, 
and are restricted to withdrawals only on a weekly basis or the last business day of the 
month. All withdrawals require five days’ notice. Both the Multi-Strategy Equity Fund and the 
High Quality Bond Fund, held by the University, are restricted to withdrawals on the last day 
of business of the month. There are no unfunded commitments on these investments. 
 
Multi-Strategy Equity Fund 

The investment objective of the fund is to offer an investment program that will provide, in a 
single fund, all of the strategy and manager diversification that an endowment would 
normally require for its equity allocation. The fund seeks to add value over long periods of 
time, above the return of the U.S. equity market as measured by the S&P 500 index and, 
due to its strategy and manager diversification, to reduce volatility in comparison to that of 
investing in the index. 
 
High Quality Bond Fund 

The investment objective of the fund is to offer a program devoted to investing in high 
quality, investment-grade only, fixed income securities. The fund seeks to outperform its 
benchmark, the Barclays Aggregate Bond Index, over a full market cycle. 
 
Detailed information regarding the fair value of the State System pooled deposits and 
investment portfolio is available in the financial statements of the State System, which can 
be found at www.passhe.edu.  
 
Custodial Credit Risk 

Custodial Credit Risk is the risk that in the event of failure, the University would not be able 
to recover the value of its investments or collateral securities that are in possession of an 
outside party. Management believes they are not exposed to this credit risk. 
 
Concentration of Credit Risk 

The University does not have a formal investment policy for concentration of credit risk.  
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NOTE 3 DEPOSITS AND INVESTMENTS (CONTINUED) 

At June 30, 2021 and 2020, the University had the following investments which exceeded 
5% of the University’s total investments: 
 

Percentage of
Total Long-Term

Issuer Type of Investment Amount Investments
Common Fund Multi-Strategy Equity Fund 5,818,344$      61.52%
Common Fund High Quality Bond Fund 3,639,507        38.48%

9,457,851$      

Percentage of
Total Long-Term

Issuer Type of Investment Amount Investments
Common Fund Multi-Strategy Equity Fund 4,574,992$      58.74%
Common Fund High Quality Bond Fund 3,214,069        41.26%

7,789,061$      

June 30, 2021

June 30, 2020

 
 
At June 30, 2021 and 2021, the carrying amount of the University’s demand and time 
deposits were $4,384,639 and $1,666,799, respectively, as compared to bank balances of 
$4,039,011 and $1,670,820, respectively. The difference is caused primarily by items in-
transit and outstanding checks. All bank balances were covered by federal government 
depository insurance or uninsured and uncollateralized but covered under the 
collateralization provisions of the Commonwealth of Pennsylvania Act 72 of 1971 (Act 72), 
as amended. Act 72 allows banking institutions to satisfy the collateralization required by 
pooling eligible investments to cover total public funds on deposit in excess of federal 
insurance. Such pooled collateral is pledged with the financial institutions’ trust departments. 
 
The carrying value (fair value) of the University’s local deposits and investments on June 30, 
2021 is presented below: 
 

Fair Value Moody's Modified
Hierarchy Rating Duration

Level (if Applicable) (if Applicable) Fair Value
Deposits:

Demand and Time Deposits N/A 4,384,639$    
Investments:
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NOTE 3 DEPOSITS AND INVESTMENTS (CONTINUED) 

The carrying value (fair value) of the University’s local deposits and investments on June 30, 
2020 is presented below: 
 

Fair Value Moody's Modified
Hierarchy Rating Duration

Level (if Applicable) (if Applicable) Fair Value
Deposits:

Demand and Time Deposits N/A 1,666,799$    
Investments:

Fixed Income Mutual Funds NAV 3,214,069      
Equity/Balanced Mutual Funds NAV 4,574,992      
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NOTE 5 LEASES (CONTINUED) 

The University has entered into capital lease agreements for the financing of equipment and 
usage of Phase I and Phase IV facilities maturing through fiscal year 2044. The interest 
rates implicit to the lease agreements range from 0% to 9.12%. Changes in the capital lease 
obligations was as follows: 
 

2021 2020
Balance - July 1 83,820$           137,998$         
Increases 88,274,228      -                       
Repayments (3,316,795)       (54,178)            
Balance - June 30 85,041,253      83,820             
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NOTE 5 LEASES (CONTINUED) 

The Cooperative, a component unit, has entered into capital lease agreements for the 
financing of buildings, building improvements, and equipment. Future annual minimum 
payments in the aggregate under noncancelable capital leases are as follows: 
 

Year Ending June 30, Amount
2022 2,674,843$      
2023 2,676,993        
2024 2,658,366        
2025 2,656,636        
2026 2,600,479        

Thereafter 19,977,864      
Total Minimum Lease Payments 33,245,181      

Less: Amount Representing 
  Interest on Capital Leases 8,532,893        

Present Value of Net Minimum 
  Capital Lease Payments 24,712,288$     

 
 

NOTE 6 BONDS PAYABLE AND LONG-TERM DEBT 
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NOTE 6 BONDS PAYABLE AND LONG-TERM DEBT (CONTINUED) 

Activity for the various bond series for the year-end June 30, 2021 is as follows: 
 

Weighted
Average Balance Bonds Bonds Balance



INDIANA UNIVERSITY OF PENNSYLVANIA 
OF THE STATE SYSTEM OF HIGHER EDUCATION 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2021 AND 2020 

 
 

(43) 

 
NOTE 6 BONDS PAYABLE AND LONG-TERM DEBT (CONTINUED) 

Activity for the various bond series for the year ended June 30, 2020 is as follows: 
 

Weighted
Average Balance Bonds Bonds Balance

Interest Rate July 1, 2019 Issued Redeemed June 30, 2020
Series AL Issued in July
  2010 for Various Projects
  Final Maturity June 2021 5.00% 282,165$       -$                   (137,710)$        144,455$       
Series AM Issued in July
  2011 for Various Projects
  Final Maturity June 2031 4.61% 5,492,521      -                     (349,622)          5,142,899      
Series AO Issued in July
  2013 for Various Projects
  Final Maturity June 2033 4.50% 14,395,000     -                     (770,000)          13,625,000     
Series AP Issued in May
  2014 for Various Projects
  Final Maturity June 2024 4.77% 412,287         -                     (75,732)            336,555         
Series AQ issued in May
  2015 for Various Projects
  Final Maturity 2025 4.56% 1,452,077      -                     (436,425)          1,015,652      
.6(t)e.o03 Iy
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NOTE 6 BONDS PAYABLE AND LONG-TERM DEBT (CONTINUED) 

Principal and interest maturities for each of the next five years and in subsequent five-year 
periods ending June 30 are as follows: 
 

2022 2023 2024 2025 2026 2027-2031 2032-2036 2036-2037 Total

Series

AO Principal 835,000$        865,000$        900,000$        940,000$        980,000$        5,635,000
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NOTE 6 BONDS PAYABLE AND LONG-TERM DEBT (CONTINUED) 
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NOTE 6 BONDS PAYABLE AND LONG-TERM DEBT (CONTINUED) 

Component Units Long-Term Debt (Continued) 

During the fiscal years ended June 30, 2021 and 2020, the Foundation was in technical 
default on its debt service coverage ratio financial covenants under the 2007 Series A 
Revenue Bond documents and the 2015 Series A Revenue Bond documents and the 
related interest rate swap agreements (collectively, the FIUP Bonds).  
 
Due to the debt covenant violations, the Foundation’s debt is considered to be currently due 
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NOTE 6 BONDS PAYABLE AND LONG-TERM DEBT (CONTINUED) 

Promissory Notes Between the Foundation and RR Indiana 

During the year ended June 30, 2018, the RR Indiana entered into a promissory note to the 
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NOTE 8 OTHER POSTEMPLOYMENT BENEFITS 

Other postemployment benefits (OPEB) are benefits, such as healthcare benefits, that are paid 
in the period after employment and that are provided separately from a pension plan. OPEB 
does not include termination benefits or termination payments for sick leave (see Note 7). 
 
University employees who retire after meeting specified service and age requirements are 
eligible to receive healthcare and tuition benefits in retirement. Employee members of the 
Association of Pennsylvania State College and University Faculties (APSCUF), the State 
College and University Professional Association (SCUPA), Security Police and Fire 
Professionals of America (SPFPA), Office and Professional Employees International Union 
(OPEIU), and nonrepresented employees participate in a defined benefit healthcare plan 
administered by the State System (System Plan). Employee members of the American 
Federation of State, County and Municipal Employees (AFSCME), Pennsylvania Doctors 
Alliance (PDA), and Pennsylvania Social Services Union (PSSU) participate in the Retired 
Employees Health Program (REHP), which is a defined benefit healthcare plan sponsored 
by the Commonwealth and administered by the Pennsylvania Employee Benefits Trust Fund 
(PEBTF). In addition to the above, any employee who participates in the Public School 
Employees’ Retirement System (PSERS) pension plan is eligible to receive benefits from 
the PSERS Health Insurance Premium Assistance Program (Premium Assistance), a 
defined benefit plan, and all eligible retirees and their eligible dependents receive tuition 
waivers at any of the 14 State System universities. 
 
Following is the total of the University’s OPEB liabilities, deferred outflows and inflows of 
resources related to OPEB, and the OPEB expense for the fiscal years ended June 30, 
2021 and 2020. 
 

2021 2020 2021 2020 2021 2020 2021 2020
Net OPEB liabilities 171,185,138$    153,416,569$    63,108,127$   53,072,236$      523,606$   522,980$   234,816,871$    207,011,785$    

Deferred outflows of resources:
   Difference between expected and
     actual experience -$                      -$                      54,881$          -$                      4,841$       2,999$       59,722$             2,999$               
   Net difference between projected
     and actual investment earnings
     on OPEB plan investments N/A N/A 22,528            -                        916            913            23,444               913                    
Change in assumptions 27,477,747        -                        8,187,335       1,697,972          21,325       17,211       35,686,407        1,715,183          
Changes in proportion -                        -                        2,436,094       3,236,176          13,869       16,820       2,449,963          3,252,996          
Contributions after the 
  measurement date 3,474,922          4,271,837          1,221,249       2,344,631          27,975       28,785       4,724,146          6,645,253          
Total deferred outflows 
  of resources 30,952,669$      4,271,837$        11,922,087$   7,278,779$        68,926$     66,728$     42,943,682$      11,617,344$      

Deferred inflows of resources:
   Difference between expected and
     actual experience 24,522,265$      14,057,073$      30,280,177$   39,472,016$      -$               -$               54,802,442$      53,529,089$      
   Net difference between projected
     and actual investment earnings
     on OPEB plan investments N/A N/A -                      93,995               -                 -                 -                        93,995               
Change in assumptions 11,700,647        16,373,195        4,890,401       7,351,076          11,514       15,516       16,602,562        23,739,787        
Changes in proportion N/A N/A 3,622,386       2,267,423          10,729       3,520         3,633,115          2,270,943          
Total deferred inflows 
  of resources 36,222,912$      30,430,268$      38,792,964$   49,184,510$      22,243$     19,036$     75,038,119$      79,633,814$      

OPEB expense 355,305$           (4,566,096)$      (3,777,712)$    (4,903,621)$      57,083$     54,743$     (3,365,324)$      (9,414,974)$      

Contributions recognized 
  by OPEB plans N/A N/A 1,221,249$     2,344,631$        27,975$     28,785$     1,249,224$        2,373,416$        

System Plan REHP Premium Assistan o
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NOTE 8 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED) 

System Plan (Continued) 

Plan Description (Continued) 

Plan members receiving benefits contribute at various rates, depending upon when they 
retire, whether they are eligible for Medicare, the contribution rate in effect on the day of 
their retirement or the contribution rate for active employees, and applicable collective 
bargaining agreements. Following are the contribution rates of eligible plan members 
receiving benefits as of June 30, 2021. 

 Plan members who retired prior to July 1, 2005, are not required to make 
contributions. 

 Plan members, with the exception of nonfaculty coaches, who retired on or after 
July 1, 2005, and prior to July 1, 2008, and who are under age 65, pay the same 
dollar amount they paid as active employees on the day of retirement. When 
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NOTE 8 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED) 

System Plan (Continued) 

University OPEB Liability (Continued) 

The University’s portion of the System Plan’s total OPEB liability as of June 30, 2020 of 
$153,416,569 was measured as of July 1, 2019, and was determined by an actuarial 
valuation as of July 1, 2018 that was rolled forward to July 1, 2019. 
 

 Fiscal Year  Fiscal Year 
June 30, 2021 June 30, 2020

Changes in the System Plan Total OPEB Liability
Total OPEB Liability – Beginning Balance  $  153,416,569  $  161,883,866 

Service Cost          3,973,371          4,385,301 
Interest          5,191,684          4,871,602 
Changes of Benefit Terms                        - 
Difference Between Expected and Actual Experience      (18,016,223)        (8,456,952)
Changes of Assumptions        34,954,393                        - 
Benefit Payments        (8,334,656)        (9,267,248)
Net Changes        17,768,569        (8,467,297)

Total OPEB Liability—Ending Balance  $  171,185,138  $  153,416,569 

Covered Employee Payroll  $    67,271,134  $    69,899,009 
OPEB Liability as a Percent of Covered Payroll 254.47% 219.48%

Note to Schedule:
The System Plan has no assets accumulated in trust in which the employer contributions 
are irrevocable, are dedicated to providing OPEB to plan members, 
or are legally protected from creditors.

System Plan OPEB Liability
Determined as of the June 30 Measurement Dates

 
REHP 

Plan Description 

The Retired Employees Health Program (REHP) is a single-employer defined benefit 
OPEB plan that includes Commonwealth agencies and some component units. The 
REHP is established as a trust equivalent arrangement. The REHP is administered by 
the Pennsylvania Employees Benefit Trust Fund (PEBTF), which acts as a third-party 
administrator under an agreement with the Commonwealth. The REHP is provided as 
part of collective bargaining agreements with most Commonwealth labor unions. All 
policy decisions and types and levels of benefits for the REHP fall under the purview of 
the Commonwealth’s Executive Board and the Secretary of Administration. The REHP 
does not have a governing board. Benefit provisions are established and may be 
amended under pertinent statutory authority. The REHP neither issues a stand-alone 
financial report nor is included in the report of a public employee retirement system or 
other entity, but is reported in the Commonwealth’s Comprehensive Annual Financial 
Report (CAFR) as a Pension (and Other Employee Benefit) Trust. The CAFR is an 
audited financial statement and is available at 
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NOTE 8 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED) 

REHP (Continued) 

Actuarial Assumptions and Other Inputs (Continued) 

Best estimates of arithmetic real rates of return for each major asset class included in the 
target asset allocation are summarized as follows at June 30, 2021: 
 

Long-Term
Target Expected Real

Asset Class Allocation Rate of Return
U.S. Equity 47.0% 5.6%
International Equity 20.0% 5.8%
Fixed Income 25.0% 1.7%
Real Estate 8.0% 4.6%
Cash 0.0% 0.9%

Total 100.0%
 

Best estimates of arithmetic real rates of return for each major asset class included in 
the target asset allocation are summarized as follows at June 30, 2020: 

 
Long-Term

Target Expected Real
Asset Class Allocation Rate of Return

U.S. Equity 40.0% 5.6%
International Equity 27.0% 5.8%
Fixed Income 23.0% 1.7%
Real Estate 8.0% 4.6%
Cash 1.5% 0.9%
Private Equity 0.5% 10.4%

Total 100.0%
 

The Commonwealth calculated an allocated share of the REHP OPEB liability for each 
participating employer based upon their actual contributions made to the REHP. The 
State System’s proportion of the collective net OPEB liability was 4.28% for the 
measurement date of June 30, 2020 and 4.37% for the measurement date of June 30, 
2019. 
 
The following presents the University’s share of the REHP net OPEB liability at June 30, 
2021, as well as what the liability would be if it were calculated using healthcare cost 
trend rates that are one percentage point lower (5.6% decreasing to 3.1%) or one 
percentage point higher (7.6% decreasing to 5.1%) than the current healthcare cost 
trend rates (6.6% decreasing to 4.1%). 
 

1% Decrease Healthcare Cost 1% Increase
(
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NOTE 8 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED) 

REHP (Continued) 

Actuarial Assumptions and Other Inputs (Continued) 

The following presents the University’s share of the REHP net OPEB liability at June 30, 
2020, as well as what the liability would be if it were calculated using healthcare cost 
trend rates that are one percentage point lower (5.0% decreasing to 3.1%) or one 
percentage point higher (7.0% decreasing to 5.1%) than the healthcare cost trend rates 
used (6.0% decreasing to 4.1%). 
 

1% Decrease Healthcare Cost 1% Increase
(5.0% decreasing Trend Rates 6.0% (7.0% decreasing

to 3.1%) decreasing to 4.1% to 5.1%)
2020 46,102,970$        53,072,235$        61,644,894$            

Sensitivity of the REHP Net OPEB
Liability to Changes in the Healthcare Cost Trend Rate
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NOTE 8 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED) 

Premium Assistance 

Plan Description 

The Health Insurance Premium Assistance Program (Premium Assistance) is a 
governmental cost sharing, multiemployer OPEB plan administered by the administrative 
staff of PSERS. The members eligible to participate in the program include all full-time 
public school employees, part-time hourly public school employees who render at least 
500 hours of service in the school year, and part-time per diem public school employees 
who render at least 80 days of service in the school year in any of the reporting entities 
in Pennsylvania. The control and management of PSERS, including the investment of its 
assets, is vested in the board of trustees (PSERS Board). The Commonwealth’s General 
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NOTE 8 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED) 

Premium Assistance (Continued) 
Actuarial Assumptions and Other Inputs (Continued) 

�x Assumed healthcare cost trends were applied to retirees with less than $1,200 in 
premium assistance per year. 

�x Mortality rates were based on the RP-2014 Mortality Tables for Males and 
Females, adjusted to reflect PSERS’ experience and projected using a modified 
version of the MP-2015 Mortality Improvement Scale. 

�x Eligible retirees pre-age 65 are assumed to participate at 50%, while eligible 
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NOTE 8 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED) 

Premium Assistance (Continued) 
Actuarial Assumptions and Other Inputs (Continued) 

�x Investments consist primarily of short-term assets designed to protect the 
principal of the plan assets. The OPEB plan’s policy with regard to the allocation 
of invested plan assets is established and may be amended by the PSERS 
board. Under the program, as defined in the retirement code, employer 
contribution rates for Premium Assistance are established to provide reserves in 
the health insurance account that are sufficient for the payment of premium 
assistance benefits for each seceding year. Following is the PSERS board’s 
adopted asset allocation policy and best estimates of geometric real rates of 
return for each major asset class, as of June 30, 2020. 
 

Long-Term
Target Expected Real

Asset Class Allocation Rate of Return
Cash 50.3% 1.0%
U.S. Core Fixed Income 46.5% 0.1%
Non-U.S. Developed Fixed 3.2% 0.1%

Total 100.0%
 

Following is the PSERS Board’s adopted asset allocation policy and best estimates 
of geometric real rates of return for each major asset class, as of June 30, 2019. 

 
Long-Term

Target Expected Real
Asset Class Allocation Rate of Return

Cash 13.2% 0.2%
U.S. Core Fixed Income 83.1% 1.0%
Non-U.S. Developed Fixed 3.7% 0.0x53 lni 0 0 9 35o.0x53 lni 0 .0x53 .1(n)]8 Tw
[(ed Fix)-7. Tc
i8o7 Tw
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NOTE 8 OTHER POSTEMPLOYMENT BENEFITS (CONTINUED) 

Premium Assistance (Continued) 

Actuarial Assumptions and Other Inputs (Continued) 
The following presents the University’s share of the Premium Assistance net OPEB 
liability at June 30, 2021, as well as what the liability would be if it were calculated using 
healthcare cost trend rates that are one percentage point lower (between 4% and 
6.50%) or one percentage point higher (between 6% and 8.50%) than the current 
healthcare cost trend rates (between 5% and 7.50%). 
 

Healthcare Cost Healthcare Cost Healthcare Cost
Trend Rates Between Trend Rates Between Trend Rates Between

4% and 6.50% 5% and 7.50% 6% and 8.50%
2021 523,476$             523,606$             523,606$                 

Liability to Changes in the Healthcare Cost Trend Rate
Sensitivity of the Premium Assistance Net OPEB

 
 
The following presents the University’s share of the Premium Assistance net OPEB 
liability at June 30, 2020, as well as what the liability would have been if it were 
calculated using healthcare cost trend rates that were one percentage point lower 
(between 4% and 6.5%) or one percentage point higher (between 6% and 8.5%) than 
the current healthcare cost trend rates (between 5% and 7.5%). 
 

Healthcare Cost Healthcare Cost Healthcare Cost
Trend Rates Between Trend Rates Between Trend Rates Between

4% and 6.50% 5% and 7.50% 6% and 8.50%
2020 522,981$             522,981$             523,111$                 

Liability to Changes in the Healthcare Cost Trend Rate
Sensitivity of the Premium Assistance Net OPEB

 
 
The following presents the University’s share of the Premium Assistance net OPEB 
liability at June 30, 2021, as well as what the liability would be if it were calculated using 
a discount rate that is one percentage point lower (1.79%) or one percentage point 
higher (3.79%) than the current discount rate (2.79%). 
 

1% Decrease Current Rate 1% Increase
1.79% 2.79% 3.79%

2021 596,875$             523
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NOTE 9 PENSION BENEFITS 

Employees of the University enroll in one of three available retirement plans immediately 
upon employment: the Commonwealth of Pennsylvania State Employees’ Retirement 
System (SERS), the Public School Employees’ Retirement System (PSERS), or the 
Alternative Retirement Plan (ARP). 
 
The following is the total of the University’s pension liabilities, deferred outflows and inflows 
of resources related to pensions, and the pension expense for the fiscal years ended  
June 30, 2021 and 2020. 
 

2021 2020 2021 2020 2021 2019 2021 2020

Net Pension Liabilities 102,998,052$    111,276,908$    12,112,561$   11,473,363$   -$                  -$                  115,110,613$    122,750,271$    

Deferred Outflows of Resources

   Difference Between Expected and

  Actual Experience 967,028$           1,387,458$        31,677$          63,198$          -$                  -$                  998,705$           1,450,656$        

  Net Difference Between Projected

  and Actual Investment Earnings and

  Pension Plan Investments -                        -                        532,280          -                      -                    -                    532,280             -                        

  Changes in Assumptions 11,452,916        4,288,042          -                      109,621          -                    -                    11,452,916        4,397,663          

  Difference Between Employer

  Contributions and Proportionate Share

  of Contributions 246,761             -                        29,309            33,328            -                    -                    276,070             33,328               

  Changes in Proportion 424,435             1,151,897          195,231          306,235          -                    -                    619,666             1,458,132          

  Contributions After the Measurement

  Date 6,740,848          6,995,763          1,140,089       1,162,469       -                    -                    7,880,937          8,158,232          

Total Deferred Outflows of Resources 19,831,988$      13,823,160$      1,928,586$     1,674,851$     P748
7.3 Tc
0,1    99TJ
7.-.0027,586
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NOTE 9 PENSION BENEFITS (CONTINUED) 

The University will recognize the $6,740,848 reported as 2021 SERS deferred outflows of 
resources resulting from pension contributions after the measurement date, and the 
$1,140,089 reported as 2021 PSERS deferred outflows of resources resulting from pension 
contributions after the measurement date, as reductions of the respective net pension 
liabilities in the year ending June 30, 2022. Other amounts reported as deferred outflows of 
resources and deferred inflows of resources related to pensions will be recognized in 
pension expense as follows: 
 

Year Ending June 30, SERS PSERS
2021 (2,685,462)$     (7,668)$            
2022 (673,401)          60,446             
2023 (4,781,762)       115,752           
2024 (1,200,724)       160,716           
2025 137,759           -                       
Totals (9,203,590)$     329,246$         

Amortization

 
SERS 

Plan Description 

SERS is the administrator of a cost-sharing multiemployer defined benefit plan 
established by the Commonwealth to provide pension benefits for employees of state 
government and certain independent agencies. SERS is a component unit of the 
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NOTE 9 PENSION BENEFITS (CONTINUED) 

SERS (Continued) 

Actuarial Methods and Assumptions (Continued) 

Some assumption adjustments increased projected cost and some decreased it, but the 
overall result was a slight increase to the net pension liability. The SERS Board adopted 
the actuarial assumptions set forth in the 19th Investigation of Actuarial Experience at its 
September 2020 meeting. In addition, SERS reviews its investment return assumption in 
light of economic conditions every year. At its July 2020 meeting, the SERS Board 
approved a reduction in the assumed investment rate of return from 7.125% to 7.00%. 
The next SERS actuarial experience review will occur in summer 2025 and will be used 
for its 2025 annual valuation. 
 
The following methods and assumptions were used in the actuarial valuation for the 
December 31, 2020, measurement date: 
 

 Entry age actuarial cost method. 
 Investments amortized on straight-line, closed-period basis over five years; 

assumption changes and noninvestment gains/losses amortized over the 
average expected remaining service lives of all employees that are provided 
benefits. 

 Inflation of 2.50%. 
 Investment return of 7.00%, net of manager fees and including inflation. 
 Salary increases based on an average of 4.60%, with a range of 3.30% to 

6.95%, including inflation. 
 Asset valuation using fair (market) value. 
 Mortality rates based on the projected PubG-2010 and PubNS-2010 Mortality 

Tables, adjusted for actual plan experience and future improvement. 
 No cost of living adjustments. 

 
The long-term expected real rate of return on pension plan investments was determined 
using a building-block method in which best-estimate ranges of expected future real 
rates of return (expected returns, net of manager fees and inflation) are developed for 
each major asset class. These ranges are combined to produce the long-term expected 
rate of return by weighting the expected future real rates of return by the target asset 
allocation percentage and by adding expected inflation. Best estimates of arithmetic real 
rates of return for each major asset class included in SERS’ target asset allocation as of 
December 31, 2020 and 2019 summarized on the next page.  
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NOTE 9 PENSION BENEFITS (CONTINUED) 

SERS (Continued) 

Actuarial Methods and Assumptions (Continued) 

Best estimates of arithmetic real rates of return for each major asset class included in 
SERS’ target asset allocation as of December 31, 2020 and 2019, are summarized 
below. 
 

Long-Term
Target Expected Real

Asset Class Allocation Rate of Return

Private Equity 14.0% 6.25%
Private Credit 4.0% 4.25%
Real Estate 8.0% 5.60%
U.S. Equity 25.0% 4.90%
International Developed Markets Equity 13.0% 4.75%



INDIANA UNIVERSITY OF PENNSYLVANIA 
OF THE STATE SYSTEM OF HIGHER EDUCATION 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2021 AND 2020 

 
 

(68) 

 
NOTE 9 PENSION BENEFITS (CONTINUED) 

SERS (Continued) 

Actuarial Methods and Assumptions (Continued) 

The following presents the University’s proportionate share of the SERS net pension 
liability at June 30, 2021, calculated using the discount rate of 7.00% as well as what the 
SERS’ net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (6.00%) or one percentage point higher (8.00%) than the current 
rate. 
 

1% Decrease Current Rate 1% Increase
6.00% 7.00% 8.00%

2021 128,763$       102,998$       70,098$         

the SERS Net Pension Liability to Changes in the Discount Rate
(in thousands)

Sensitivity of the University's Proportionate Share of

 
 
The following presents the University’s proportionate share of the SERS net pension 
liability at June 30, 2020 calculated using the discount rate of 7.125%, as well as what 
the SERS net pension liability would be if it were calculated using a discount rate that is 
one percentage point lower (6.125%) or one percentage point higher (8.125%) than the 
rate used for each period. 
 

1% Decrease Current Rate 1% Increase
6.125% 7.125% 8.125%

2020 141,396$       111,277$       85,492$         

Sensitivity of the University's Proportionate Share of
the SERS Net Pension Liability to Changes in the Discount Rate

(in thousands)

 
 
Proportionate Share 

At June 30, 2021, the amount recognized as the University’s proportionate share of the 
SERS net pension liability, measure at December 31, 2020 was $102,998,052. At 
June 30, 2020, the amount recognized as the University’s proportionate share of the 
SERS net pension liability, measured at December 31, 2019, was $111,276,908. The 
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NOTE 9 PENSION BENEFITS (CONTINUED) 

PSERS 

Plan Description 

PSERS is a governmental cost-sharing multiemployer defined benefit pension plan that 
provides retirement, disability, and death benefits to public school employees of the 
Commonwealth. The members eligible to participate in PSERS include all full-time public 
school employees, part-time hourly public school employees who render at least 
500 hours of service in the school year, and part-time per diem public school employees 
who render at least 80 days of service in the school year in any of the reporting entities 
in Pennsylvania.  
 
The Public School Employees’ Retirement Code (Act No. 96 of October 2, 1975, as 
amended) (24 Pa. C.S. §§8101–8535) (the Code) is the authority by which PSERS 
benefits provisions and contribution requirements are established. The Commonwealth’s 
General Assembly has the authority to amend the benefit terms by passing bills in the 
Senate and House of Representatives and sending them to the Governor for approval. 
The Code requires contributions by active me
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NOTE 9 PENSION BENEFITS (CONTINUED) 

PSERS (Continued) 

Benefits Provided (Continued) 

Participants are eligible for disability retirement benefits after completion of five years of 
credited service. Such benefits are generally equal to 2% or 2.5%, depending upon 
membership class, of the member’s final average salary (as defined in the Code) 
multiplied by the number of years of credited service, but not less than one-third of such 
salary nor greater than the benefit the member would have had at normal retirement 
age. Members over normal retirement age may apply for disability benefits. 
 
Death benefits are payable upon the death of an active member who has reached age 
62 with at least one year of credited service (age 65 with at least three years of credited 
service for Class T-E and Class T-F members) or has at least five years of credited 
service (10 years for Class T-E and Class T-F members). Such benefits are actuarially 
equivalent to the benefit that would have been effective if the member had retired on the 
day before death. 
 
Member Contributions 

Active members who joined PSERS prior to July 22, 1983 contribute at 5.25% (Class  
T-C members) or at 6.50% (Class T-D members) of the member’s qualifying 
compensation. Members who joined PSERS on or after July 22, 1983, and who were 
active or inactive as of July 1, 2001 contribute at 6.25% (Class T-C) or at 7.5% (Class  
T-D) of the member’s qualifying compensation. Members who joined PSERS after 
June 30, 2001 and before July 1, 2011 contribute at 7.5% (Class T-D). For these hires 
and for members who elected Class T-D the 7.5% contribution rate began with service 
rendered on or after January 1, 2002. Members who joined PSERS after June 30, 2011 
contribute at the rate of 7.5% (Class T-E) or 10.3% (Class T-F) of their qualifying 
compensation. Class T-E and Class T-F members are subject to a “shared risk” 
provision in Act 120 that could cause the rate in future years to fluctuate between 7.5% 
and 9.5% for Class T-E and 10.3% and 12.3% for Class T-F. 
 
Employer Contributions 

The University’s contractually required contribution rate for PSERS for fiscal year ended 
June 30, 2021 was 33.51% of covered payroll, actuarially determined as an amount that, 
when combined with employee contributions, is expected to finance the costs of benefits 
earned by employees during the year, with an additional amount to finance any 
unfunded accrued liability. Per §8327 of the Code, the Commonwealth is required to 
contribute 50% of the contribution rate directly to PSERS on behalf of the University, 
meaning that the amount that the University actually contributed was 16.755% of 
covered payroll. The University’s contributions to PSERS for the years ended June 30, 
2021, 2020, and 2019 was $1,140,089, $1,162,469, and $1,113,722, respectively, equal 
to the required contractual contribution. 
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NOTE 9 PENSION BENEFITS (CONTINUED) 

PSERS (Continued) 

Employer Contributions (Continued) 

For the PSERS defined contribution plan, the University is required to contribute at 
actuarially determined average rate 0.09% of active members’ annual covered payroll for 
the year ending June 30, 2021, depending upon the plan chosen by the employee.  
 
Members were first eligible to choose the defined contribution plan on July 1, 2019. 
Therefore, the University contributions for the year ended June 30, 2021 and 2020 were 
immaterial. 
 
Actuarial Assumptions 
The State System records its PSERS pension liability annually utilizing a measurement 
date one year prior to its fiscal year-end. The total PSERS pension liability, as of the 
June 30, 2020 measurement date, was determined by rolling forward PSERS’ total 
pension liability at June 30, 2019, to June 30, 2020, using the following actuarial 
assumptions, applied to all periods included in the measurement:  
 

 Valuation date – June 30, 2019 

 Actuarial cost method is entry age normal, level percent of pay. 

 Investment return of 7.25% with 2.75% inflation. 

 Salary increases based on an effective average of 5.0%, which comprises a 
2.75% allowance for inflation, and 2.25% for real wage growth and merit or 
seniority increases.  

 Mortality rates based on the RP-2014 Mortality Tables for Males and Females, 
adjusted to reflect PSERS’ experience and projected using a modified version of 
the MP-2015 Mortality Improvement Scale. 

 
The long-term expected rate of return on pension plan investments was determined 
using a building-block method in which best-estimate ranges of expected future real 
rates of return (expected returns, net of pension plan investment expense and inflation) 
are developed for each major asset class. These ranges are combined to produce the 
long-term expected rate of return by weighting the expected future real rates of return by 
the target asset allocation percentage and by adding expected inflation. 
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NOTE 9 PENSION BENEFITS (CONTINUED) 

PSERS (Continued) 

Actuarial Assumptions (Continued) 

Following is the PSERS Board’s adopted asset allocation policy and best estimates of 
geometric real rates of return for each major asset class as of June 30, 2020 and 2019:  
 

Long-Term
Target Expected Real

Asset Class Allocation Rate of Return

 Global Public Equity 15.0% 5.2%
 Private Equity 15.0% 7.2%
 Fixed Income 36.0% 1.1%
 Commodities 8.0% 1.8%
 Absolute Return 10.0% 2.5%
 Risk Parity 8.0% 3.3%
 Infrastructure/MLPs 6.0% 5.7%
 Real Estate 10.0% 5.5%
 Cash 6.0% -1.0%
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NOTE 10 WORKERS’ COMPENSATION 

The University participates in the State System’s self-insured workers’ compensation plan. 
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NOTE 12 UNRESTRICTED NET POSITION 

Unrestricted net position as defined by GASB Statement No 35 is not subject to externally 
imposed stipulations; however, unrestricted net position is subject to internal designations. 
Unrestricted net position has been internally designated at June 30, 2021 and 2020 as 
follows: 
 

2021 2020
Designated Amounts for Educational and
  General Activities 43,655,245$      44,065,188$      
Designated Amounts for Healthcare Reserve 608,095             674,461             
Designated Amounts for Auxiliary Enterprises
  (Operations, Plant Activities, and Debt Retirement) 5,996,320          8,003,728          
Designated Amounts for Plant Activities and
  Debt Retirement 26,370,318        28,548,506        
Compensated Absences Deficit - Non-Auxiliary (20,687,268)      (19,124,842)      
Postretirement Benefit Deficit - Non-Auxiliary (253,483,361)    (261,013,099)    
Pension Benefit Deficit - Non-Auxiliary (111,412,436)    (113,085,014)    
Compensated Absences Deficit - Auxiliary (225,894)           (297,859)           
Postretirement Benefit Deficit - Auxiliary (13,427,946)      (14,015,156)      
Pension Benefit Deficit - Auxiliary (4,691,584)
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NOTE 14 INTEREST RATE SWAP AGREEMENTS – FOUNDATION FOR IUP 
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NOTE 15 RELATED PARTY TRANSACTIONS – RESIDENTIAL REVIVAL INDIANA (CONTINUED) 

Master Lease Agreements (Continued)  

Future minimum lease payments by fiscal year are estimated as follows:  
 

Year Ending June 30, Amount
2022 5,324,929$      
2023 5,324,929        
2024 5,324,929        
2025 5,324,929        
2026 5,324,929        

2027-2031 26,624,641      
2032-2036 26,624,641      
2037-2041 19,822,170      
2042-2044 4,915,610        

Total 104,611,707$  
 

COVID-19 Refunds 

Under current arrangements with RR Indiana, student housing charges are collected by the 
University and remitted to RR Indiana. Due to the COVID-19 pandemic and the University’s 
change to remote instruction, refunds of a portion of the student housing charges were 
made to students in April 2020.  
 
The University issued the refunds to the students on behalf of RR Indiana, with 
corresponding receivables recorded due from RR Indiana for each Phase. At June 30, 2021, 
receivables of $759,254 for Phase I and $362,486 for Phase IV remained outstanding. 
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NOTE 19 RATING ACTIONS 

In June 2021, Moody’s Investors Service, Inc., maintained the State System’s bond rating of 
Aa3 with an outlook of stable. This rating was affirmed again by Moody’s in August 2021. In 
June 2021, Fitch Ratings affirmed the State System’s rating of A+ with an outlook of stable. 
 
 

NOTE 20 SUBSEQUENT EVENTS 

On July 14, 2021, the Board approved the integration of the existing Bloomsburg University, 
Lock Haven University, and Mansfield University into a single Northeast integrated 
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University's
University's Proportionate SERS Fiduciary

State University's Covered Share of NPL as Net Position
Fiscal System's Proportion Employee a % of Covered- as a % of Total
Year Proportion Share Payroll Employee Payroll Pension Liability

2014/15 4.9010%  $     99,954  $         40,768 245% 64.8%
2015/16 4.7210%  $   117,929  $         40,900 288% 58.9%
2016/17 4.8370%  $   127,626  $         41,208 310% 57.8%
2017/18 4.9059%  $   113,047  $         41,189 275% 63.0%
2018/19 4.8971%  $   134,471  $         41,984 320% 56.4%
2019/20 4.7732%  $   111,277  $         40,398 276% 63.1%
2020/21 4.4196%  $   102,998  $         37,945 271% 67.0%

Schedule of Proportionate Share of SERS Net Pension Liability 
Determined as of December 31, SERS Measurement Date

(in Thousands)

 
 
 

Contributions
Contractually Contributions Contribution Covered- as a % of

Fiscal Required Recognized by Deficiency Employee Covered-Employee
Year Contributions SERS (Excess) Payroll Payroll

2014/15  $           7,792  $                7,792  $                -  $       40,768 19.1%
2015/16  $           9,455  $                9,455  $                -  $       40,185 23.5%
2016/17  $         11,161  $              11,161  $                -  $       40,399 27.6%
2017/18  $         12,487  $              12,487  $                -  $       40,100 31.1%
2018/19  $         12,500  $              12,500  $                -  $       40,269 31.0%
2019/20  $         12,364  $              12,364  $                -  $       38,772 31.9%
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University's
University's Proportionate Share of REHP's Fiduciary

State University's Covered Net OPEB Liability Net Position
Fiscal System's Proportionate Employee a % of Covered- as a % of Total
Year Proportion Share Payroll Employee Payroll OPEB Liability

2017/18 4.3740%  $     101,185  $         13,795 733.5% 1.4%
2018/19 4.4830%  $       75,935  $         13,544 560.7% 2.2%
2019/20 4.3701%  $       53,072  $         13,628 389.4% 3.8%
2020/21 4.2750%  $       63,108  $         13,914 453.6% 3.7%

Schedule of Proportionate Share of REHP Net OPEB Liability
Determined as of June 30, REHP Measurement Date

(in Thousands)
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Contractually Contributions Contribution Covered- as a % of
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University's
Proportionate PSERS

University' Share of Net Fiduciary
State University's Commonwealth's Covered OPEB Liability as Net Position

Fiscal System's Proportionate Proportionate Employee a % of Covered- as a % of Total
Year Proportion Share Share Total Payroll Employee Payroll OPEB Liability

2017/18 0.1811%  $          474  $            474  $     948  $     6,200 7.65% 5.73%
2018/19 0.1836%  $          500  $            500  $  1,000  $     6,455 7.74% 5.56%
2019/20 0.1886%  $          523  $            523  $  1,046  $     6,783 7.71% 5.56%
2020/21 0.1852%  $          524  $            524  $  1,047  $     6,803 7.70% 5.69%

(in Thousands)

PSERS Net OPEB Liability

Schedule of Proportionate Share of PSERS Net OPEB Liability
Determined as of June 30, PSERS Measurement Date

 
 

Contributions
Contractually Contributions Contribution Covered- as a % of

Fiscal Required Recognized by Deficiency Employee Covered-Employee
Year Contributions PSERS (Excess) Payroll Payroll

2017/18  $              27  $                 27  $                 -  $         6,597 0.41%
2018/19  $              28  $                 28  $                 -  $         6,890 0.41%
2019/20  $              29  $                 29  $                 -  $         7,011 0.41%
2020/21  $              28  $                 28  $                 -  $         6,808 0.41%

PSERS OPEB Schedule of Contributions

(in thousands)
Determined as of University's June 30 Fiscal Year-End Dates
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 Fiscal Year  Fiscal Year  Fiscal Year  Fiscal Year 
June 30, 2021 June 30, 2020 June 30, 2019 June 30, 2018

Changes in the System Plan Total OPEB Liability
Total OPEB Liability – Beginning Balance  $  153,416,569  $  161,883,866  $  183,519,604  $  200,733,192 

Service Cost          3,973,371          4,385,301          5,324,961          8,448,749 
Interest          5,191,684          4,871,602          5,813,501          6,851,343 
Changes of Benefit Terms                        -           (128,007)                        - 



 


