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Note 1 - Summary of Significant Accounting Policies (Continued)  

Although methods of allocation used are considered appropriate, other methods could 
be used that would produce different amounts. 

Advertising Expenses - Advertising expenses for the years ended June 30, 2015 and 
2014 were approximately $1,612,000 and $1,393,000, respectively. 

Nonoperating Activities  - Nonoperating changes in unrestricted net assets reflect 
transactions that are peripheral to the University’s primary operating activities, 
providing a postsecondary education. 

Risks and Uncertainties - The University invests in various investment securities. 
Investment securities are exposed to various risks such as interest rate, market, and 
credit risks. Due to the level of risk associated with certain investment securities, it is at 
least reasonably possible that changes in the values of investment securities will occur in 
the near term and that such changes could materially affect the amounts reported in the 
balance sheet. 

Labor Risks - Approximately 35 percent of the University’s workforce is covered 
under six different collective bargaining agreements. One agreement is currently under 
negotiation and the other five expire at various dates from December 31, 2015 to 
March 31, 2017. 

Subsequent Events - The financial statements and related disclosures include 
evaluation of events up through and including October 23, 2015, which is the date the 
financial statements were issued. 

Upcoming Pronouncement - In May 2014, the Financial Accounting Standards Board 
issued Accounting Standards Update No. 2014-09, Revenue from Contracts with 
Customers (Topic 606), which will supersede the current revenue recognition 
requirements in Topic 605, Revenue Recognition. The ASU is based on the principle that 
revenue is recognized to depict the transfer of goods or services to customers in an 
amount that reflects the consideration to which the entity expects to be entitled in 
exchange for those goods or services. The ASU also requires additional disclosure about 
the nature, amount, timing and uncertainty of revenue and cash flows arising from 
customer contracts, including significant judgments and changes in judgments and assets 
recognized from costs incurred to obtain or fulfill a contract.  The new guidance will be 
effective for the University’s year ending June 30, 2019. The ASU permits application of 
the new revenue recognition guidance to be applied using one of two respective 
application methods. The University has not determined which application method it 
will use or the potential effects of the new standard on the financial statements.  
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Note 4 - Fair Value Measurements (Continued) 

Assets and Liabilities Measured at Fair Value on a  
Recurring Basis at June 30, 2014 

 

Level 1 Level 2 Level 3

Balance at 

June 30, 2014

Assets - Investments
Pooled investment funds:

Equity:
Domestic 8,473,092$      -$                -$                8,473,092$      
Non-U.S. 8,237,403        -                  -                  8,237,403        
Global 6,192,486        -                  -                  6,192,486        

-                   
Fixed income:

Mutual funds 6,301,206        -                  -                  6,301,206        
Multi-asset class:

Mutual funds 4,057,567        -                  -                  4,057,567        
Exchange-traded funds 3,890,042        -                  -                  3,890,042        

Subtotal 37,151,796      -                  -                  37,151,796      

Other investments:
Debt securities -                   4,766,008       -                  4,766,008        
Mutual funds 816,588           -                  -                  816,588           
Equity and other -                   63,920            -                  63,920             

Subtotal 37,968,384$    4,829,928$     -$                42,798,312$    

Pooled Investments valued at net asset value (i) 3,299,684$      

Total 46,097,996$    
Liabilities - Interest rate swap 
    agreement -$                 4,944,274$     -$                4,944,274$      

 
(i) The University invests in a pooled investment fund invested in credit securities. The fund seeks to 

maximize return potential by investing in what it considers to be attractive issuers in the investment 
grade corporate, high yield corporate, bank loan, and securitized markets based on the current phase 
of the credit cycle.  This fund is valued at net asset value, which is calculated using the most recent 
fund financial statements.  
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Note 6 - Revolving Lines of Credit, Notes, and Bonds Pa yable (Continued) 

Accordingly, the University recognized unrealized losses of approximately $438,000 and 
$42,000 for the years ended June 30, 2015 and 2014, respectively, related to the 
adjustment of value of the interest rate swap agreement.  

On July 1, 2014, the University entered into agreements for unsecured lines of credit 
totaling $10,000,000, set to expire on June 30, 2015. During the fiscal year the line was 
extended and is set to expire June 28, 2016.  Interest is charged at the prime rate plus 
0.25 percent (3.50 percent at June 30, 2015). 

Note 7 - Retirement Benefits 

Substantially all University employees participate in either a defined contribution pension 
plan sponsored by the Teachers Insurance and Annuity Association-College Retirement 
Equities Fund (TIAA-CREF), or a noncontributory defined benefit pension plan, The 
Sisters of Mercy-Province of Detroit Retirement Plan. 

The University and participants in the defined contribution retirement plan make annual 
contributions to TIAA-CREF to purchase individual annuities or to invest in tax-deferred 
savings plans. The University’s contribution to the defined contribution plan totaled 
approximately $3,615,000 in 2015 and $2,588,000 in 2014. 

Benefits under The Sisters of Mercy-Province of Detroit Retirement Plan are based on 
years of service and employees’ compensation during the last 10 years of employment.  
Contributions are made in amounts necessary to fund the plan’s benefits as computed 
by an independent actuary. The University amended its defined benefit pension plan 
effective July 1, 2002. As a result, no pension benefits have been earned by participants 
after June 2002. 

In addition to providing pension benefits, the University pays a portion of the premiums 
for healthcare benefits provided to certain retired employees who reach retirement age 
while working for the University. Healthcare benefits for retirees and survivors are 
provided through insurance agreements, the premiums of which are based in part on 
the benefits paid. The University’s costs are capped at certain amounts per month per 
person dependent on the age of the eligible participants as defined in the plan 
agreement. 
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Note 7 - Retirement Benefits (Continued) 

Changes in projected benefit obligation and plan assets during the year, the funded 
status of the plan, and the reconciliation to the amount recognized on the balance sheet 
were as follows as of June 30 (using an actuarial measurement date of June 30): 

Obligations and Funded Status 

2015 2014 2015 2014

Projected benefit obligation 5,816,347$             5,722,368$           7,299,889$           7,650,325$           
Fair value of plan assets 4,031,250               3,812,189             -                            -                            

Funded status at end of year (1,785,097)$           (1,910,179)$          (7,299,889)$          (7,650,325)$          

Pension Benefits  Other Postretirement Benefits 

 
 

Amounts recognized in the balance sheet consist of the following: 

2015 2014 2015 2014

Other accrued expenses 1,785,097$             1,910,179$           -   $                       -   $                       
Accrued postretirement benefits -                             -                            7,299,889             7,650,325             

     Total 1,785,097$             1,910,179$           7,299,889$           7,650,325$           

Pension Benefits  Other Postretirement Benefits 

 

Accumulated net periodic benefit cost recognized as unrestricted net assets is as 
follows: 

2015 2014 2015 2014

Net loss 2,802,401$             2,687,017$           1,092,104$           1,827,212$           
Prior service cost -                             -                            259,502                324,377                

   Total 2,802,401$             2,687,017$           1,351,606$           2,151,589$           

Pension Benefits  Other Postretirement Benefits 

 







University of Detroit Mercy 

Notes to Financial Statements 
June 30, 2015 and 2014 

   27 

Note 7 - Retirement Benefits (Continued) 

The investment program employs a total return investment approach whereby a mix of 
equities and fixed-income investments is used to maximize the long-term return of plan 
assets for a prudent level of risk. Risk tolerance is established through careful 
consideration of plan liabilities, plan funded status, and corporate financial condition. 

The investment portfolio contains a diversified blend of equity and fixed-income 
investments. Furthermore, equity investments are diversified across U.S. and non-U.S. 
stocks, as well as growth, value, and small and large capitalizations. Other investments 
such as hedge funds, interest rate swaps, and private equity are used judiciously to 
enhance long-term returns while improving portfolio diversification. Derivatives may be 
used to gain market exposure in an efficient and timely manner; however, derivatives 
may not be used to leverage the portfolio beyond the market value of the underlying 
investments.  

The target allocation of plan assets at the June 30, 2015 measurement date, by asset 
category, as a percentage, is as follows: 30 percent global and traditional equity 
securities, 38 percent fixed-income obligations, 15 percent hedge funds, 10 percent 
long/short equity securities, and 7 percent other types of investments. 

The following tables summarize the pension plan assets measured at fair value as of 
June 30, 2015 and 2014: 
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Note 7 - Retirement Benefits (Continued) 

Pension Plan Assets Measured at Fair Value at June 30, 2015 
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Note 7 - Retirement Benefits (Continued) 

Investments in Entities that Calc ulate Net Asset Value per Share 

The pension plan holds shares or interests in investment companies at year end 
whereby the fair value of the investment held is estimated based on the net asset value 
per share (or its equivalent) of the investment company. 

The tables on the previous page present information about the pension plan assets 
measured at fair value at June 30, 2015 and 2014 and the valuation techniques used by 
the University to determine those fair values. See Note 4 for definitions of Levels 1, 2, 
and 3 of the fair value hierarchy, as well as the University’s implementation of ASU 
No. 2015-07, Fair Value Measurement (Topic 820); Disclosures for Investments in Certain 
Entities That Calculate Net Asset Value per Share (or Its Equivalent). 

In instances whereby inputs used to measure fair value fall into different levels in the 
above fair value hierarchy, fair value measurements in their entirety are categorized 
based on the lowest level input that is significant to the valuation. The University’s 
assessment of the significance of particular inputs to these fair value measurements 
requires judgment and considers factors specific to each plan asset. 

The University’s policy is to recognize transfers between levels of the fair value 
hierarchy as of the actual date of the event of change in circumstances that caused the 
transfer.  There were no significant transfers between levels of the fair value hierarchy 
during 2015 and 2014.   

Contributions  

The University expects to contribute approximately $312,000 to its pension plan and 
$356,000 to its postretirement benefit plan during the year ending June 30, 2016.  

The expected benefits to be paid in the next fiscal years are as follows: 

Years Ending 

June 30

 Pension 

Benefits 

 Other 

Postretirement 

Benefits 

2016 292,000$       356,000$         
2017 307,000         366,000           
2018 320,000         380,000           
2019 334,000         382,000           
2020 346,000         391,000           

2021-2025 1,838,000      2,126,000         




