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2017 2016

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

CURRENT ASSETS
Cash and Cash Equivalents 71,792,708$    77,749,688$    
Accounts Receivable:

Governmental Grants and Contracts 289,524           822,005           
 Students, Net of Allowance for Doubtful Accounts 

  of $1,179,377 in 2017 and $723,851 in 2016 2,756,174      2,238,276       
 Other, Net of Allowance for Doubtful Accounts 

  of $21,900 in 2017 and $28,404 in 2016 369,736         610,908          
Interest Income Receivable 56,983             53,416             
Inventory 103,396           103,502           
Prepaid Expenses 291,434           487,259           

 Loans Receivable, Net of Allowance for Doubtful Accounts 
  of $178 in 2017 and $331 in 2016 213,180         215,455          
Due from Component Units 3,179,961        2,536,813        
Other Assets 49,191             48,458             

Total Current Assets 79,102,287      84,865,780      

NONCURRENT ASSETS
Investments 10,782,167      8,259,358        
Loans Receivable, Net 1,065,206        1,118,615        
Capital Assets, Net 134,801,513    132,575,266    

Total Noncurrent Assets 146,648,886    141,953,239    

Total Assets 225,751,173    226,819,019    

DEFERRED OUTFLOWS OF RESOURCES
Unamortized Loss on Refunding of Debt 295,515           334,714           
Deferred Outflows from SERS Contributions 17,791,992      14,136,584      
Deferred Outflows from PSERS Contributions 1,504,479        846,842           

Total Deferred Outflows of Resources 19,591,986      15,318,140      

Total Assets and Deferred Outflows of Resources 245,343,159$ 242,137,159$ 
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2017 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and Fees 67,734,899$     65,193,968$    
Grants and Contracts 11,220,106       11,413,545      
Payments to Suppliers for Goods and Services (36,004,646)      (34,493,686)     
Payments to Employees (101,962,825)    (99,732,275)     
Loans Issued to Students (231,293)           (108,000)          
Loans Collected from Students 281,523            246,885           
Student Aid (5,401,878)        (5,567,961)       
Auxiliary Enterprise Charges 25,027,339       28,469,650      
Sales and Services of Educational Departments 3,193,490         2,599,344        
Other Receipts (Payments) (544,449)           1,013,205        

Net Cash Used by Operating Activities (36,687,734)      (30,965,325)     

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State Appropriations, Including Federal ARRA 32,457,613       32,145,404      
Gifts for Other than Capital Purposes 4,891,288         3,627,992        
PLUS, Stafford, and Other Loans Receipts (Non-Perkins) 63,870,692       62,943,355      
PLUS, Stafford, and Other Loans Disbursements (Non-Perkins) (63,870,692)      (62,935,296)     
Pell Grant 8,649,565         9,623,364        
Agency Transactions 372,215            6,119               
Other 160,879            144,619           

Net Cash Provided by Noncapital Financing Activities 46,531,560       45,555,557      

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Proceeds from Capital Debt and Leases -                        11,771,123      
Capital Appropriations 613,624            1,128,785        
Capital Gifts and Grants Received 1,751,106         1,376,073        
Proceeds from Sale of Capital Assets 13,879              5,980               
Purchases of Capital Assets (12,100,960)      (11,728,107)     
Principal Paid on Debt and Leases (4,122,420)        (5,203,414)       
Interest Paid on Debt and Leases (2,633,168)        (2,600,728)       

Net Cash Used by Capital Financing Activities (16,477,939)      (5,250,288)       

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from Sales and Maturities of Investments 37,482              -                       
Interest Income 1,458,263         1,191,627        
Purchase of Investments (818,612)           (134,758)          

Net Cash Provided by Investing Activities 677,133            1,056,869        

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (5,956,980)      10,396,813     

Cash and Cash Equivalents - Beginning of Year 77,749,688       67,352,875      

CASH AND CASH EQUIVALENTS - END OF YEAR 71,792,708$    77,749,688$   
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NOTE 1 NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING 

POLICIES 

Organization 

Millersville University of Pennsylvania of the State System of Higher Education (the 
University), a public four year institution located in Millersville, Pennsylvania, was founded in 
1855. The University is one of fourteen universities of 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). 
 
Reporting Entity 

The University functions as a business-type activity, as defined by the Governmental 
Accounting Standards Board (GASB). 
 
The University has determined the Millersville University Foundation (the Foundation); 
Student Services, Inc.; and Student Lodging, Inc. 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. The financial activity of these component units are presented as of June 30, 2017 
and 2016. 
 
In fiscal year 2013/14, as a result of the University’s relationship with Student Services, Inc. 
who are constructing new dormitories for the benefit of Millersville students, the University 
determined that Student Services, Inc. met the criteria of being a discretely presented 
component unit. In addition, because of the integral relationship between Student Services, 
Inc. and Student Lodging, Inc., the University also determined that Student Lodging met the 
criteria of being a discretely presented component unit. Therefore, both organizations are 
included in the accompanying component unit financial statements. 
 
The Foundation is a tax-exempt entity that acts primarily as a fund-raising organization to 
supplement the resources that are available to the University in support of its programs. 
Although the University does not control the timing or amount of receipts from the 
Foundation, the majority of resources, or income thereon, that the Foundation holds and 
invests, is restricted to the activities of the University by the donors. 
 
During the years ended June 30, 2017 and 2016, the Foundation distributed $1,358,914 and 
$901,364, respectfully, to the University for both restricted and unrestricted purposes. As of 
June 30, 2017 and 2016, the Foundation has an accounts payable to the University of 
$16,560 and $14,734, respectively. 
 
Student Services, Inc. is a tax-exempt entity that provides services not readily available 
through the University to students. Because the economic resources received and held by 
Student Services are for the direct benefit of the University and the influence of the 
University over Student Services, Student Services is considered a component unit of the 
University and is included within the University’s financial reporting entity. 
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NOTE 1 NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(CONTINUED) 

Income Taxes 

The University, as a member of the State System, is tax exempt; accordingly, no provision 
for income taxes has been made in the accompanying 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, disclosures 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. 
 
Reclassifications 

Certain amounts in the prior period presented have been reclassified to conform to the 
current period financial statement presentation. These reclassifications have no effect on the 
previously reported net position or changes therein. 
 
New Accounting Standards 

GASB has issued several accounting standards that are required to be adopted by the 
University in future years. The University is evaluating the impact of the adoption of these 
standards on its financial statements as discussed below. 
 
In June 2015, GASB issued Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions. This statement establishes new accounting 
and financial reporting requirements for governments whose employees are provided with 
OPEB (other postemployment benefits), as well as for certain nonemployer governments 
that have a legal obligation to provide financial support for OPEB provided to the employees 
of other entities. This statement will require the University to record its postretirement 
healthcare liability in the amount equal to the actuarially accrued liability: in its most recent 
actuarial valuation dated July 1, 2016, the University’s accrued postretirement healthcare 
liability, as calculated by the actuaries, was $86,833,851, but under current GASB 
requirements, the amount recorded on the balance sheet as a liability at June 30, 2017, was 
the Net OPEB obligation of $85,736,595. The University expects that the amount recorded 
on the balance sheet as a postretirement healthcare liability will increase when Statement 
No. 75 is implemented, but the amount will not be known until the calculation is performed 
under the new standards. Furthermore, Statement No. 75 will require that the University 
record the liability for its employees who participate in the Commonwealth’s Retired 
Employees Health Plan (REHP). Under current GASB standards, the University does not 
report a share of the REHP’s unfunded liability since the REHP is a multiple-employer cost-
sharing plan administered by the Pennsylvania Employee Benefits Trust Fund (PEBTF). The 
amount that the University will have to record as its share of the liability when Statement No. 
75 becomes effective is unknown; however, it is expected to have a material negative effect 
on the University’s balance sheet. The provisions in Statement No. 75 are effective for fiscal 
years beginning after June 15, 2017. 
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NOTE 1 NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(CONTINUED) 

New Accounting Standards (Continued) 

In June 2016, GASB issued Statement No. 80, Blending Requirements for Certain 
Component Units—an amendment of GASB Statement No. 14. Statement No. 80 requires 
blending of a component unit incorporated as a not-for-profit corporation in which the 
primary government (university) is the sole corporate member. The University has 
determined that Statement No. 80 does not apply to its component units and has no effect 
on its financial statements. 
 
In March 2016, GASB issued Statement No. 81, Irrevocable Split-Interest Agreements. 
Statement No. 81 provides recognition and measurement guidance for gifts received from 
donors who have transferred the gifts to an intermediary to hold and administer for the 
government (university) and at least one other beneficiary. An example of a split-interest 
agreement is a charitable remainder trust. The University has determined that Statement 
No. 81 will apply to certain university investments, however, the effect is still being 
evaluated. The provisions in Statement No. 81 are effective for reporting periods beginning 
after December 15, 2016. 
 
In March 2016, GASB issued Statement No. 82, Pension Issues—an amendment of GASB 
Statements No. 67, No. 68, and No. 73. Statement No. 82 addresses technical issues 
related to previous GASB guidance on pensions. The University has determined that 
Statement No. 82 will have no effect on its financial statements. 
 
In November 2016, GASB issued Statement No. 83, Certain Asset Retirement Obligations. 
Statement No. 83 establishes criteria for determining the timing and pattern of recognition of 
a liability and a corresponding deferred outflow of resources for legally enforceable liabilities 
associated with the retirement of tangible capital assets. Examples of asset retirements 
covered under this standard are the decommissioning of a nuclear reactor or the dismantling 
and removal of sewage treatment plants as required by law. The University has determined 
that, based on current regulations, facts, and circumstances, Statement No. 83 will have no 
effect on its financial statements. 
 
In January 2017, GASB issued Statement No. 84, Fiduciary Activities. Statement No. 84 
establishes criteria for identifying fiduciary activities of all state and local governments to 
determine whether an activity should be reported in a fiduciary fund in the financial 
statements. The University has determined that Statement No. 84 will have no effect on its 
financial statements. 
 
In March 2017, GASB issued Statement No. 85, Omnibus 2017. Statement No. 85 
addresses practice issues that have been identified during implementation of certain GASB 
statements. The University has determined that Statement No. 85 will have no effect on its 
financial statements. 
 



MILLERSVILLE UNIVERSITY OF PENNSYLVANIA 
OF THE STATE SYSTEM OF HIGHER EDUCATION 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2017 AND 2016 

 
 

(17) 

 
NOTE 1 NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(CONTINUED) 

New Accounting Standards (Continued) 

In May 2017, GASB issued Statement No. 86, Certain Debt Extinguishment Issues. 
Statement No. 86 provides guidance for transactions in which cash and other monetary 
assets acquired with existing resources are placed in an irrevocable trust for the sole 
purpose of extinguishing debt. The University has determined that Statement No. 86 will 
have no effect on its financial statements. 
 
In June 2017, GASB issued Statement No. 87, Leases. Statement No. 87 establishes a 
single model for lease accounting based on the foundational principle that leases are 
financings of the right to use an underlying asset. In other words, most leases currently 
classified as operating leases will be accounted for and reported in the same manner as 
capital leases. The University has determined that, although Statement No. 87 will change 
the way it accounts for its operating leases, it will have little, if any, effect on its net position 
or results of operations. The provisions in Statement No. 87 are effective for reporting 
periods beginning after December 15, 2019. 
 
Deferred Outflows and Deferred Inflows of Resources 

The balance sheet reports separate sections for deferred outflows of resources and deferred 
inflows of resources. 
 
Deferred outflows of resources, reported after total assets, is defined by GASB as a 
consumption of net position that applies to future periods. The expense is recognized in the 
applicable future period(s). Deferred inflows of resources, reported after total liabilities, is 
defined by GASB as an acquisition of net position that applies to future periods. The 
revenue is recognized in the applicable future period(s).  
 
Transactions are classified as deferred outflows of resources or deferred inflows of 
resources only when specifically prescribed by GASB standards. 
 
The University is required to report the following as deferred outflows of resources or 
deferred inflows of resources. 
 

�x Deferred gain or loss on bond refundings, which results when the carrying value of a 
refunded bond is greater or less than its reacquisition price. The difference is 
deferred and amortized over the remaining life of the old bond or the life of the new 
bond, whichever is shorter. 

 
�x For defined benefit pension plans: the difference between expected (actuarial) and 

actual experience, changes in actuarial assumptions, net difference between 
projected (actuarial) and actual earnings on pension plan investments, changes in 
the University’s proportion of expenses and liabilities to the pension as a whole, 
differences between the University’s pension contributions and its proportionate 
share of contributions, and University pension contributions subsequent to the 
pension valuation measurement date. 
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NOTE 7 BONDS PAYABLE (CONTINUED) 

Weighted

Average Balance Bonds Bonds Balance

Interest Rate July 1, 2016 Issued Redeemed June 30, 2017

Series AG Used for Refunding of

  Series Q

  Final Maturity June 2018 4.75 % 282,801$        -$                    (138,172)$         144,629$        

Series AI Used for Installation

  of Sprinklers

  Final Maturity June 2025 4.24 % 1,176,134       -                      (132,376)           1,043,758       

Series AJ Used for SMC Recreation

  Center, Guaranteed Energy Savings 

  Agreement (”GESA”) Project,

  Education Building Renovations

  and Infrastructure

  Final Maturity June 2029 4.87 % 8,806,132       -                      (552,065)           8,254,067       

Series AK Used for Refunding of

  Series S

  Final Maturity June 2020 4.00 % 575,330          -                      (135,647)           439,683          

Series AL Used for Sprinklers and

  Union/Recreation Center

  Final Maturity June 2030 5.00 % 8,796,407       -                      (484,860)           8,311,547       

Series AM Used for Visual and

  Performing Arts Center

  Final Maturity June 2031 4.62 % 14,899,395     -                      (731,497)           14,167,898     

Series AP Used for Residence Hall

  Refunded AA

  Final Maturity June 2024 4.55 % 2,572,993       -                      (282,005)           2,290,988       

Series AQ Used for Refunding of 

  Residence, Buildings, Infrastructure

  Final Maturity June 2026 4.68 % 9,473,966       -                      (729,452)           8,744,514       

Series AR Used for Dining Hall 

  Renovations

  Final Maturity June 2035 3.98 % 9,540,317       -                      (378,697)           9,161,620       

Series AS Used for Infrastructure

  Refunded AF

  Final Maturity June 2027 3.75 % 1,399,691       -                      -                        1,399,691       

Total Bonds Payable 57,523,166$   -$                    (3,564,771)$      53,958,395     

Plus: Unamortized Bond Premium 3,228,994       

Outstanding at June 30, 2017 57,187,389$   
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NOTE 7 BONDS PAYABLE (CONTINUED) 

The University participates in the State System’s Academic Facilities Renovation Bond 
Program (AFRP), which was established for the purpose of renovating the academic 
facilities across the State System. In the past, the State System issued bonds to provide a 
pool for funding for AFRP ($17,539,964 and $21,918,513 was outstanding as of June 30, 
2017 and 2016, respectively). Repayments to the pool are made annually based on the 
University’s proportionate share of the total allocation of funds under the program. Changes 
in the balance owed by the University to the AFRP pool of funding were as follows: 
 

2017 2016
Balance - July 1 1,835,514$     2,354,370$     
Repayments (359,235)        (518,856)         
Balance - June 30 1,476,279$     1,835,514$     

 
 
 

NOTE 8 UNEARNED REVENUE 

Unearned revenue consisted of the following at June 30, 2017 and 2016: 
 

Current Noncurrent Current Noncurrent
Student Tuition and Fees 1,426,678$  74,848$       1,480,813$  85,540$       
Grants 254,521       -                   141,042       -                   

Total 1,681,199$ 74,848$      1,621,855$ 85,540$      

2017 2016

 
 
 

NOTE 9 COMPENSATED ABSENCES AND POSTRETIREMENT BENEFITS 

Compensated absences and postretirement benefits consisted of the following at  
June 30, 2017 and 2016: 
 

Current Noncurrent Current Noncurrent
Compensated Absences 797,078$     8,010,376$   707,883$     7,941,534$   
Postretirement Benefit
  Obligations -                   85,736,595   -                   82,453,683   

Total 797,078$     93,746,971$ 707,883$     90,395,217$ 

2017 2016

 
 

Compensated absences activity consisted of the following during 2017 and 2016: 
 

2017 2016
Balance - July 1 8,649,417$     8,886,407$     
Current Changes in Estimate 990,050         495,943          
Payouts (832,013)        (732,933)         
Balance - June 30 8,807,454      8,649,417       
Less: Current Portion (797,078)        (707,883)         
Noncurrent Portion 8,010,376$      7,941,534$      
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NOTE 9 COMPENSATED ABSENCES AND POSTRETIREMENT BENEFITS (CONTINUED) 

Postretirement Benefits 

University employees who retire after meeting specified service and age requirements 
become eligible for participation in one of two defined health care benefit plans, referred to 
here as the System Plan and the Retired Employees Health Program. These plans include 
hospital, medical/surgical, and major medical coverage, and provide a Medicare supplement 
for individuals over age 65. 
 
System Plan 

Plan Description 

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 single-employer defined benefits healthcare plan administered by the 
State System (System Plan). The System Plan provides eligible retirees and their 
eligible dependents with healthcare benefits as well as tuition waivers at any of the 14 
State System universities. Act 188 empowers the Board to establish and amend benefits 
provisions. The System Plan has no plan assets and no financial report is prepared. 
 
Funding Policy 

The contribution requirements of plan members and the State System are established 
and may be amended by the board. The System Plan is funded on a pay-as-you-go 
basis; i.e., premiums are paid to an insurance company and various health maintenance 
organizations to fund the healthcare benefits provided to current retirees. Tuition waivers 
are provided by the retiree’s sponsoring University as they are granted. The State 
System paid premiums of $39,241,000 and $40,060,000 for the fiscal years ended 
June 30, 2017 and 2016, respectively. 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, the contribution rate for 
active employees, and applicable collective bargaining agreements. Following are the 
contribution rates of plan members as of June 30, 2017: 
 

�x Eligible plan members receiving benefits who retired prior to July 1, 2005 are not 
required to make contributions. 

 
�x Nonfaculty coaches who retired on or after July 1, 2005 pay a percentage of their 

final annual gross salary at the time of retirement. 
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NOTE 10 PENSION BENEFITS (CONTINUED) 

SERS (Continued) 

Assumptions 

The total SERS pension liabilities used to calculate the net pension liabilities were 
determined by actuarial valuations as of December 31, 2016, using the following 
actuarial assumptions applied to all periods included in the measurement. 
 

�x Entry age actuarial cost method. 
�x Straight-line amortization of investments over five years and amortization of 
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NOTE 10 PENSION BENEFITS (CONTINUED) 

SERS (Continued) 

Assumptions (Continued) 

1% Decrease Current Rate 1% Increase
6.25% 7.25% 8.25%

2016 94,370$         76,256$         60,744$         

6.50% 7.50% 8.50%
2015 87,205$         70,203$         55,624$         

(in thousands)

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

 
Fiduciary Net Position 

The fiduciary net positions of SERS, as well as additions to and deductions from SERS 
fiduciary net positions, have been determined on the same basis as they are reported in 
the SERS financial statements, which can be found at www.sers.state.pa.us. The plan 
schedules of SERS are prepared using the accrual basis of accounting and economic 
resources measurement focus in accordance with U.S. GAAP as prescribed by GASB. 
Plan member contributions are recognized in the period in which the contributions are 
due. Employer contributions are recognized when due and the employer has a legal 
requirement to provide the contributions. Benefits and refunds are recognized when due 
and payable in accordance with the terms of the plan. Investment purchases and sales 
are recorded on a trade-date basis. Detailed information on investment valuation can be 
found in the SERS financial statements. Management of SERS has made certain 
estimates and assumptions relating to employer allocation schedules, and actual results 
could differ. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions 

At June 30, 2017, the amount recognized as the University’s proportionate share of the 
SERS net pension liability, measured at December 31, 2016 was $76,255,991. At 
June 30, 2016, the amount recognized as the University’s proportionate share of the 
SERS net pension liability, measured at December 31, 2015, was $70,202,898.  
 
The allocation percentage assigned to each participating employer is based on a 
projected-contribution method. For the allocation of the 2016 amounts, this methodology 
applies the most recently calculated contribution rates for fiscal year 2017/18, from the 
December 31, 2016 funding valuation, to the expected funding payroll. For the allocation 
of the 2015 amounts, this methodology applies the most recently calculated contribution 
rates for fiscal year 2016/17, from the December 31, 2015, funding valuation, to the 
expected funding payroll. At the December 31, 2016, measurement date, the State 
System’s proportion was 4.837%, an increase of .012% from its proportion calculated as 
of December 31, 2015, measurement date.  
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NOTE 10 PENSION BENEFITS (CONTINUED) 

PSERS 

Plan Description 

PSERS is a governmental cost-sharing multiple-employer 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 and may be 
amended. The Code requires contributions by active members, the employer (State 
System), and the Commonwealth. PSERS is a component unit of the Commonwealth 
and is included in the Commonwealth’s financial report as a pension trust fund. PSERS 
issues a comprehensive annual financial report may be obtained from the PSERS 
website at www.psers.state.pa.us. 
 
Benefits Provided 

Members who joined prior to July 1, 2011, are eligible for monthly retirement benefits 
upon reaching age 62 with at least one year of credited service, age 60 with 30 or more 
years of credited service, or any age with 35 or more years of service. Act 120 preserved 
the benefits of members who joined prior to July 1, 2011 and introduced benefit 
reductions for individuals who become new members on or after July 1, 2011 by creating 
two new membership classes: Class T-E and Class T-F. To qualify for normal 
retirement, Class T-E and Class T-F members must complete a minimum of 35 years of 
service with a combination of age and service that totals 92 or greater, or they must work 
until age 65 with a minimum of three years of service. 
 
Depending upon membership class, benefits are generally 2% or 2.5% of the member’s 
final average salary (as defined in the Code) multiplied by the number of years of 
credited service. Members who joined prior to July 1, 2011, vest after completion of five 
years of service and may elect early retirement benefits. Class T-E and Class T-F 
members vest after completion of 10 years of service. 
 
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. 
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NOTE 10 PENSION BENEFITS (CONTINUED) 

PSERS (Continued) 

Benefits Provided (Continued) 

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 5.25% (Class T-C 
members) or 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 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, 2017 was 29.2% 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 14.6% of covered 
payroll. The University’s contribution to PSERS for the years ending June 30, 2017 and 
2016, and 2015 was $573,696, $486,254, and $456,238 respectively, equal to the 
required contractual contribution.  
 





MILLERSVILLE UNIVERSITY OF PENNSYLVANIA 
OF THE STATE SYSTEM OF HIGHER EDUCATION 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2017 AND 2016 

 
 

(50) 

 
NOTE 10 PENSION BENEFITS (CONTINUED) 

PSERS (Continued) 

Actuarial Assumptions (Continued)  

2016 Long-Term
Target Expected Real

Asset Class Allocation Rate of Return
Global Public Equity 22.5% 5.3%

Fixed Income 28.5% 2.1%
Commodities 8.0% 2.5%

Absolute Return 10.0% 3.3%
Risk Parity 10.0% 3.9%

Infrastructure/MLPs 5.0% 4.8%
Real Estate 12.0% 4.0%

Alternative Investments 15.0% 6.6%
Cash 3.0% 0.2%

Financing (LIBOR) (14.0%) 0.5%
Total 100.0%

 
2015 Long-Term

Target Expected Real
Asset Class Allocation Rate of Return

Public Markets Global Equity 22.5% 4.8%
Private Markets (Equity) 15.0% 6.6%

Private Real Estate 12.0% 4.5%
Global Fixed Income 7.5% 2.4%
U.S. Long Treasuries 3.0% 1.4%

TIPS 12.0% 1.1%
High-Yield Bonds 6.0% 3.3%

Cash 3.0% 0.7%
Absolute Return 10.0% 4.9%

Risk Parity 10.0% 3.7%
MLPs/Infrastructure 5.0% 5.2%

Commodities 8.0% 3.1%
Financing (LIBOR) (14.0%) 1.1%

Total 100.0%

 
The discount rate used to measure the total PSERS pension liability was 7.25% as of 
June 30, 2016 and 7.50% June 30, 2015. The projection of cash flows used to determine 
the discount rate assumed that contributions from plan members will be made at the 
current contribution rate and that contributions from employers will be made at 
contractually required rates, actuarially determined. Based on those assumptions, 
PSERS’ fiduciary net position was projected to be available to make all projected future 
benefit payments of current plan members. Therefore, the long-term expected rate of 
return on PSERS’ investments was applied to all periods of projected benefit payments 
to determine the total pension liability. 
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NOTE 10 PENSION BENEFITS (CONTINUED) 

PSERS (Continued) 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and 
Deferred Inflows of Resources Related to Pensions (Continued) 

2017 2016
(in thousands)
Total PSERS Net Pension Liability
  Associated with the State System 14,694,210$    14,042,380$    

Commonwealth's Proportionate Share of the 
  PSERS Net Pension Liability
  Associated with the State System 7,347,105      7,021,190       

University's Proportionate Share of the PSERS
  Net Pension Liability 7,347,105$     7,021,190$     

 
PSERS measured the net pension liability as of June 30, 2016. The total PSERS 
pension liability used to calculate the net pension liability was determined by rolling 
forward the total pension liability calculated as of June 30, 2015 to June 30, 2016. 
PSERS calculated the employer’s proportion of the net pension liability using the 
employer’s one-year reported covered payroll in relation to all participating employers’ 
one-year reported covered payroll. At June 30, 2016, the State System’s proportion was 
.1833%, an increase of .0019% from its proportion calculated as of June 30, 2015. 
 

ARP 

The ARP is a defined contribution plan administered by the State System. Benefits equal 
amounts contributed to the plan plus investment earnings. Act 188 empowers the board to 
establish and amend benefits provisions. The State Employees’ Retirement Code 
establishes the employer contribution rate for the ARP, while the board establishes the 
employee contribution rates. Active members contribute at a rate of 5% of their qualifying 
compensation. The State System recognizes annual pension expenditures equal to its 
contractually required contributions to the plan. The University’s contribution rate on  
June 30, 2017 was 9.29% of qualifying compensation. The contributions to the ARP for the 
years ended June 30, 2017 and 2016 were $3,282,000 and $3,136,000, respectively, from 
the University and $1,746,241 and $1,701,338, respectively, from active members. No 
liability is recognized for the ARP. 
 







MILLERSVILLE UNIVERSITY OF PENNSYLVANIA 
OF THE STATE SYSTEM OF HIGHER EDUCATION 

NOTES TO FINANCIAL STATEMENTS 
JUNE 30, 2017 AND 2016 

 
 

(55) 

 
NOTE 16 SUBSEQUENT EVENTS 

Cheyney University Loan Forgiveness 

On August 22, 2017, the Board of Governors approved a motion to forgive $34.4 million in 
loans made to Cheyney University of Pennsylvania (Cheyney University or Cheyney) from 
the 13 other State System universities and the Office of the Chancellor, provided that 
Cheyney meets certain conditions that hold Cheyney accountable for operating within the 
available financial resources. One-third will be forgiven if Cheyney reduces $7.5 million of 
annual expenses from its fiscal year 2017/18 current operations and maintains a balanced 
budget of revenues greater than or equal to annual expenses in fiscal year 2018/19. One-
third will be forgiven when Cheyney maintains a balanced budget of revenues greater than 
or equal to annual expenses in fiscal year 2019/20, and the remaining third will be forgiven 
when Cheyney maintains a balanced budget of revenues greater than or equal to annual 
expenses in fiscal year 2020/21.  
 
Cheyney University has been borrowing the funds under a line-of-credit arrangement from 
the State System’s pooled investment account since fiscal year 2013/14. The loans have 
been shown only at the consolidated State System financial statements level, as a reduction 
of the pooled investment account, since the expectation has been that Cheyney would repay 
the loans and the individual universities would not be affected. The University will record its 
share of the expense and reduction of the pooled investments account only as the loan 
forgiveness conditions are met. An allocation of the loan forgiveness to each of the 
universities has not been finalized, and Millersville University’s share of the liability is 
unknown. 
 
Information regarding Cheyney’s financial condition and other factors that may affect 
Cheyney’s ability to meet the loan forgiveness conditions are described in the State 
System’s consolidated financial statements, which are available at the State System’s 
website, http://www.passhe.edu/inside/anf/accounting/Pages/Financial-Statements.aspx, 
and in Cheyney University’s financial statements, which are available by contacting the 
university at 1837 University Circle, Cheyney, PA, 19319. 
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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 4.901%  $     59,723 $             24,359 245% 64.8%
2015/16 4.721%  $     70,203 $             24,348 288% 58.9%
2016/17 4.837%  $     76,256 $             24,622 310% 57.8%

 (in thousands) 

 Schedule of Proportionate Share of SERS Net Pension Liability (NPL) 
 Determined as of SERS December 31 Measurement Date 

 
 
 

Contributions
as a % of 

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

2014/15  $           4,691  $               4,691 $                - $       24,359 19.3%
2015/16  $           5,650  $               5,650 $                - $       23,863 23.7%
2016/17  $           7,038  $               7,038 $                - $       25,132 28.0%

 (in thousands) 
Determined as of the University's June 30 Fiscal Year End

 SERS Schedule of Contributions 
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Investment��advisory��services��are��offered��through��CliftonLarsonAllen��
Wealth��Advisors,��LLC,��an��SEC�rregistered��investment��advisor.��




