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Report of Independent Auditors
To the Board of Regents
University of Portland
Report on the Financial Statements
We have audited the accompanying financial statements of the University of Portland (the University),
which comprise the statements of financial position as of June 30, 2017 and 2016, and the related
statements of activities and cash flows for the years then ended, and the related notes to the financial
statements.
Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of 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.
Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. 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 audits 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 auditor’s 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 opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the University of Portland as of June 30, 2017 and 2016, and the changes in its
net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Portland, Oregon
November 21, 2017
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University of Portland
Statements of Financial Position
(in thousands)

ASSETS
June 30,
2017
ASSETS
Cash and cash equivalents
Cash held by trustee for capital expenditures
Accounts receivable, net
Prepaid expenses and other
Investments – beneficial interest in assets held by others
Investments
Pledges receivable, net
Student loans receivable, net
Property, plant, and equipment, net
Other assets
Total assets

2016

$

42,779
1,778
1,481
193,259
14,190
15,720
5,814
248,898
1,975

$

23,664
13,628
1,555
1,729
149,816
15,711
12,175
5,064
240,044
1,978

$

525,894

$

465,364

$

8,019
8,477
5,046
92,333
2,521

$

11,585
7,497
4,928
94,303
2,862

LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable and accrued liabilities
Deferred revenues and deposits
Annuities payable
Bonds payable
Advances from federal government for student loans
Total liabilities

116,396

121,175

NET ASSETS
Unrestricted
Temporarily restricted
Permanently restricted

205,220
111,084
93,194

184,265
69,961
89,963

Total net assets

409,498

344,189

Total liabilities and net assets

See accompanying notes.

$

525,894

$

465,364

3

University of Portland
Statement of Activities – June 30, 2017
(in thousands)

Temporarily
Restricted

Unrestricted
OPERATING ACTIVITIES
Revenues and gains
Student charges
Regular degree programs
Less scholarships

$

Net regular degree programs
Room and board
Government grants
Grants and contracts
Gifts and contributions
Investment return on endowment, distributed
Other investment gains
Other revenues and gains
Total revenues and gains
Net assets released from restrictions
Total revenues, gains, and other support

$

-

$

-

Total

$

174,645
(77,348)

97,297

-

-

97,297

23,867
1,138
1,111
3,271
1,004
1,650
6,094

543
5,764
-

-

23,867
1,138
1,111
3,814
6,768
1,650
6,094

135,432

6,307

-

141,739

10,274

(10,274)

-

-

145,706

(3,967)

-

141,739

Expenses
Instruction
Research
Libraries and instruction media
Student services
General institutional expense
Auxiliary enterprises

51,655
790
4,779
10,962
23,098
35,334

-

-

51,655
790
4,779
10,962
23,098
35,334

Total operating expenses

126,618

-

-

126,618

-

15,121

Increase (decrease) in net assets from
operating activities

19,088

NONOPERATING ACTIVITIES
Endowment gains, net of amounts distributed
Change in value of split interest agreements
Gifts and contributions
Changes in net asset classification
Other investment (loss) income
Other nonoperating losses
Increase in net assets from
nonoperating activities
CHANGE IN NET ASSETS
NET ASSETS, beginning of year
NET ASSETS, end of year

4

174,645
(77,348)

Permanently
Restricted

$

(3,967)

1,881
5
(11)
(8)
-

10,413
141
34,299
330
46
(139)

435
2,801
(319)
314
-

12,294
581
37,100
352
(139)

1,867

45,090

3,231

50,188

20,955

41,123

3,231

65,309

184,265

69,961

89,963

344,189

205,220

$

111,084

$

93,194

$

409,498

See accompanying notes.

University of Portland
Statement of Activities – June 30, 2016
(in thousands)

Temporarily
Restricted

Unrestricted
OPERATING ACTIVITIES
Revenues and gains
Student charges
Regular degree programs
Less scholarships

$

Net regular degree programs

167,351
(73,182)

$

94,169

Room and board
Government grants
Grants and contracts
Gifts and contributions
Investment return on endowment, distributed
Other investment losses
Other revenues and support

Total revenues, gains, and other support

$

-

$

167,351
(73,182)

-

94,169

722
4,116
-

-

22,497
1,040
1,118
8,322
5,067
(43)
6,080

4,838

-

138,250

7,997

(7,997)

-

-

141,409

(3,159)

-

138,250

133,412

Net assets released from restrictions

-

Total

-

22,497
1,040
1,118
7,600
951
(43)
6,080

Total revenues and gains

Permanently
Restricted

Expenses
Instruction
Research
Libraries and instruction media
Student services
General institutional expense
Auxiliary enterprises

48,881
825
4,673
10,355
23,976
33,205

-

-

48,881
825
4,673
10,355
23,976
33,205

Total operating expenses

121,915

-

-

121,915

-

16,335

Increase (decrease) in net assets from
operating activities
NONOPERATING ACTIVITIES
Endowment losses, net of amounts distributed
Change in value of split interest agreements
Gifts and contributions
Changes in net asset classification
Other investment loss
(Decrease) increase in net assets from
nonoperating activities
CHANGE IN NET ASSETS
NET ASSETS, beginning of year
NET ASSETS, end of year

See accompanying notes.

$

19,494

(3,159)

(1,082)
(12)
23
-

(4,701)
(48)
7,023
2,697
(4)

(432)
6,287
(2,720)
(39)

(5,783)
(492)
13,310
(43)

(1,071)

4,967

3,096

6,992

18,423

1,808

3,096

23,327

165,842

68,153

86,867

320,862

184,265

$

69,961

$

89,963

$

344,189
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University of Portland
Statements of Cash Flows
(in thousands)

Years Ended June 30,
2017
2016
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net cash
from operating activities
Depreciation and amortization expense
Provision for doubtful pledges receivable
Decrease in pledges receivable discount
Contributions restricted for long-term investment
Contributions subject to annuity and unitrust agreements
Change in value of assets held in charitable trusts
Net unrealized and realized (gains) losses on investments
Loss on disposal of property, plant, and equipment
Increase (decrease) in cash due to changes in assets
and liabilities
Accounts receivable
Prepaid expenses and other
Pledges receivable
Other assets
Accounts payable, accrued liabilities, deferred
revenues, and deposits
Annuities payable
Net cash from operating activities

$

65,309

$

23,327

8,584
(349)
(34)
(34,077)
(81)
(581)
(20,854)
-

7,963
(150)
(502)
(15,552)
492
2,441
514

(223)
248
(3,162)
3

688
(105)
2,231
510

(2,586)
118

1,608
(504)

12,315

22,961

CASH FLOWS FROM INVESTING ACTIVITIES
Issuance of student loans receivable, net
Purchases of investments
Proceeds from sale of investments
Purchases of property, plant, and equipment

(750)
(39,632)
19,145
(17,718)

(828)
(1,520)
1,649
(33,046)

Net cash from investing activities

(38,955)

(33,745)
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See accompanying notes.

University of Portland
Statements of Cash Flows
(in thousands)

Years Ended June 30,
2017
2016
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from contributions restricted for
Investment in endowment
Investment in plant
Loan fund
Investment subject to annuity and unitrust agreements
Proceeds from contributions used for
Investment in endowment
Other restricted use
Decrease in advances from federal government
for student loans
Payments on bonds payable

$

2,540
30,956
2
81

$

11
568

Net cash from financing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, beginning of year

2,305
13,247
-

(341)
(1,690)

(141)
(2,195)

32,127

13,216

5,487

2,432

37,292

34,860

CASH AND CASH EQUIVALENTS, end of year

$

42,779

$

37,292

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest, including capitalized
interest of $329 and $251 for the years ended June 30, 2017
and 2016, respectively

$

3,355

$

2,926

See accompanying notes.
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University of Portland
Notes to Financial Statements
(in thousands)
Note 1 – Organization and Summary of Significant Accounting Policies
Organization
The University of Portland (the University) is a private institution of higher education accredited by the
Northwest Commission on Colleges and Universities. The University offers students a number of
graduate and undergraduate degrees in programs covering a wide variety of academic disciplines. The
University is a not-for-profit organization funded by student tuition revenue as well as outside
contributions.
Basis of presentation
These financial statements, which are presented on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America, have been prepared to focus on
the University as a whole and to present transactions according to the existence or absence of donorimposed restrictions. This has been accomplished by classification of net asset balances and transactions
into three classes of net assets – unrestricted, temporarily restricted, and permanently restricted net
assets.
Unrestricted net assets – Net assets not subject to donor-imposed stipulations.
Temporarily restricted net assets – Net assets subject to donor-imposed stipulations that may or will be
met by actions of the University and/or the passage of time.
Permanently restricted net assets – Net assets subject to donor-imposed stipulations that require they be
maintained permanently by the University. Generally, the donors of these assets permit the University to
use all or part of the income earned on related investments for general or specific purposes.
Revenues are reported as increases in unrestricted net assets unless such revenues are limited by
donor-imposed restrictions or by law. Expenses are reported as decreases in unrestricted net assets.
Gains and losses on investments and other assets or liabilities are reported as increases or decreases in
unrestricted net assets unless their use is restricted by donor stipulation or by law. Expirations of
temporary restrictions on net assets (i.e., the donor-stipulated purpose has been fulfilled and/or the
stipulated time period has elapsed) are reported as reclassifications between the applicable classes of
net assets. Donor restricted contributions, investment gains, and investment income, whose restrictions
are met in the same reporting period and whose classification is within the measure of operations,
however, are reported as unrestricted support and revenue on the statements of activities.
The University’s measure of operations presented in the statements of activities includes revenues from
tuition and fees, grants and contracts, unrestricted contributions, investment income from unrestricted
investments except those gains and losses earned by unrestricted funds functioning as endowments that
have not been appropriated for expenditure in the current year, amounts appropriated for expenditure
from restricted endowments in the current year, temporarily restricted contributions for purposes other
than capital expenditures, and revenues from auxiliary enterprises and other sources, as well as net
assets released from restriction based upon the satisfaction of those restrictions. Operating expenses are
reported by functional categories, after allocating costs for plant maintenance, information services,
interest on long-term indebtedness and depreciation.
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University of Portland
Notes to Financial Statements
(in thousands)
Note 1 – Organization and Summary of Significant Accounting Policies (continued)
Nonoperating activities presented in the statements of activities include gifts for buildings and other
depreciable assets, unconditional promises to give, investment gains and losses on loan funds and
permanently restricted endowments, gains and losses earned by unrestricted funds functioning as
endowments that have not been appropriated for expenditure in the current year, changes in the value of
split-interest agreements, and gains and losses from changes in the value of assets due to the fluctuation
of discount rates.
Student charges
Student tuition and fees, including room and board, are recorded as revenue on a ratable basis over the
term of instruction. Student tuition and fees received in advance of services to be rendered are recorded
as deferred revenue. The majority of the University’s students rely on funds received from various federal
financial aid programs under Title IV of the Higher Education Act of 1965, as amended, to pay for a
substantial portion of their tuition. These programs are subject to periodic review by the United States
Department of Education (DOE). Disbursements under each program are subject to disallowance by the
DOE and repayment by the University. In addition, as an educational institution, the University is subject
to licensure from various accrediting and state authorities and other regulatory requirements of the DOE.
Government grants, other grants and contracts
Government grants, other grants and contracts are recognized when earned. Revenues under cost
reimbursement contracts are considered earned when expenses, which are subject to reimbursement by
the granting agency, are incurred.
Contributions and promises to give
Contributions, in cash or in-kind, are recognized in the period in which they are received. Unconditional
promises to give are recognized as revenues in the period in which the unconditional promise is received.
Contributions whose classification is within the measure of operations received with restrictions that are
met within the same reporting period are classified as unrestricted revenues. Conditional promises to give
are not recognized until they become unconditional; that is, when the conditions on which they depend
are substantially met. Contributions of assets other than cash are recorded at their estimated fair value.
Contributions to be received after one year are discounted at an appropriate discount rate commensurate
with the risks involved. Amortization of the discount is recorded as additional contribution revenue. An
allowance for uncollectible contributions receivable is provided based upon management’s judgment
including such factors as prior collection history, type of contribution, and the nature of the fund-raising
activity.
Contributed services are reported when specialized services are performed, or would otherwise be
purchased or performed by employees, and when the University exercises control over the duties of the
donor’s services. These services totaling approximately $265 and $287, at June 30, 2017 and 2016,
respectively, have been recorded as gifts and contributions revenue and instruction expense on the
accompanying statements of activities.
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University of Portland
Notes to Financial Statements
(in thousands)
Note 1 – Organization and Summary of Significant Accounting Policies (continued)
Income and realized and unrealized gains (losses) on investments of endowment and similar funds are
reported as follows:




As increases (decreases) in permanently restricted net assets if applicable law or the terms of the gift
require that they be added to the principal of a permanent endowment fund
As increases (decreases) in temporarily restricted net assets if applicable law or the terms of the gift
impose restrictions on the use of the income
As increases (decreases) in unrestricted net assets in all other cases

Gifts contributed for the purchase of property, plant, and equipment are reported as increases to
temporarily restricted net assets and are released when spent.
Cash and cash equivalents
Cash and cash equivalents consist primarily of demand deposits, certificates of deposit, and U.S.
government securities with original maturity dates of 90 days or less. Cash held by trustee for capital
expenditures at June 30, 2016 was restricted under the terms of the 2015 bond indenture and 2015 bond
loan agreement for the construction of a residence hall facility. These funds were spent during 2017.
Beneficial interest in assets held by others
The University invests the majority of its endowment with a religious affiliate that shares the University’s
Catholic ministry and educational mission. These assets are held in the affiliate’s endowment and are
invested for the University’s benefit. The endowment is managed to provide a stable source of financial
support. In order to meet this objective, the funds are invested in a diversified asset allocation with an
emphasis on equity-based instruments to obtain capital appreciation and current yield. Investments held
in the affiliate’s endowment include U.S. public equities, non-U.S. public equities, long/short public
equities, fixed income securities, marketable alternatives, private equity, real estate, and other real
assets. The University has no unfunded commitments related to its beneficial interest in assets held by
others as of June 30, 2017.
The University may redeem its interest as necessary. Redemption of up to 2 percent of the total units is
allowed every quarter with payment in 30 days. Redemption requests of up to 12.5 percent of the total
units are to be paid within two quarters. Full payout at a quarterly 12.5 percent rate would be made in two
years.
Investments
Investments are stated at fair value. The fair value of all debt and equity securities with a readily
determinable fair value are based on quotations from national securities exchanges. The alternative
investments, which are not readily marketable, are carried at estimated fair values as provided by the
investment managers. The University reviews and evaluates the values provided by the investment
managers and agrees with the valuation methods and assumptions used in determining the fair value of
the alternative investments. Those estimated fair values may differ significantly from the values that would
have been used had a ready market for these securities existed.
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University of Portland
Notes to Financial Statements
(in thousands)
Note 1 – Organization and Summary of Significant Accounting Policies (continued)
The University invests in a variety of investment securities which are exposed to various risks such as
interest rate, credit, and overall market volatility risks. Due to the level of risk associated with certain
investment securities, it is reasonably possible that changes in the values of investment securities will occur
in the near-term and such changes could materially affect the amounts reported in the financial statements.
Receivables
Accounts receivable represent amounts due from various individuals and organizations and are recorded
at the invoiced amount. Student accounts and loans receivable are recorded at the invoiced amount.
Student accounts receivable do not bear interest. Loans receivable include amounts currently receivable
net of allowances (see Note 3). The allowance for doubtful accounts for all receivables represents the
University’s best estimate of the amount of probable credit losses in the University’s existing accounts
receivable and student loans receivable. The University determines the allowance by performing on-going
evaluations of its creditors and students and their ability to make payments. The University determines
the adequacy of the allowance based on length of time past due, historical experience and judgment of
economic conditions. Account and loan balances are charged off against the allowance after all means of
collection have been exhausted and potential recovery is considered remote.
Property, plant, and equipment
Property, plant, and equipment are recorded at cost on the date of acquisition or fair value at the date of
donation in the case of gifts.
The University computes depreciation using the straight-line method over the estimated useful lives of
fixed assets as follows:
Land improvements
Buildings
Library holdings
Real estate holdings
Furniture, fixtures, and equipment
Computer equipment

60 years
60 years
20 years
20 years
10 years
5 years

Additions and betterments of $5 or more are capitalized except for computer equipment and library
holdings, which are capitalized at any value. Repairs and maintenance that do not extend the useful lives
of the respective assets are expensed in the current period.
Deferred revenues and deposits
Deferred revenues and deposits consist primarily of tuition fees and housing deposits received in
advance related to future academic periods.

11

University of Portland
Notes to Financial Statements
(in thousands)
Note 1 – Organization and Summary of Significant Accounting Policies (continued)
Charitable gift annuities and charitable remainder trusts
The University has entered into several charitable gift annuity agreements and charitable remainder trusts
whereby the donor contributes assets in exchange for distributions based on the value of trust assets for
a specified period of time to the donor or other beneficiaries. At the end of the specified time, the
remaining assets are available for the University’s use. Assets received are recorded at fair value, and a
liability equal to the present value of the expected future distributions is recorded. The difference between
the fair value of the assets received and the liability to the donor or other beneficiaries is recognized as
contribution revenue. On an annual basis, the University recalculates the liability based on applicable
mortality tables and discount rates. As of June 30, 2017 and 2016, the University used 2000 CM mortality
tables with a discount rate of 2.4% and 1.8%, respectively.
Income taxes
The University is a tax-exempt organization and is not subject to federal or state income taxes, except for
unrelated business income, in accordance with Section 501(c)(3) of the Internal Revenue Code. In
addition, the University qualified for the charitable contribution deduction under Section 170(b)(1)(A) and
has been classified as an organization that is not a private foundation. Unrelated business income tax, if
any, is insignificant and no tax provision has been made in the accompanying financial statements.
The University recognizes interest accrued and penalties related to unrecognized tax benefits in
administrative expense. During the years ended June 30, 2017 and 2016, the University recognized no
interest and penalties. The University had no unrecognized tax benefits at June 30, 2017 or 2016.
The University files an exempt organization income tax return and an unrelated business income tax
return in the U.S. federal jurisdiction. The appropriate state and local returns are also filed for any
unrelated business income.
Fair value measurements
Generally accepted accounting principles define fair value as the price that would be received to sell an
asset, or paid to transfer a liability, in an orderly transaction between market participants at the
measurement date. The valuation techniques used are based on observable and unobservable inputs.
Observable inputs reflect market data obtained from independent sources, while unobservable inputs
reflect the University’s market assumptions.
These two types of inputs create the following fair value hierarchy:
Level 1 – Inputs are unadjusted and represent quoted prices in active markets for identical assets or
liabilities at the measurement date.
Level 2 – Inputs (other than quoted prices included in Level 1) are either directly or indirectly
observable for the asset or liability through correlation with market data at the measurement date.
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University of Portland
Notes to Financial Statements
(in thousands)
Note 1 – Organization and Summary of Significant Accounting Policies (continued)
Level 3 – Inputs reflect management’s best estimate of what market participants would use in pricing
the asset or liability at the measurement date. Consideration is given to the risk inherent in the
valuation technique and/or the risk inherent in the inputs to the model. Securities classified within
Level 3 investments are based on valuations provided by the external investment managers. The
valuations consider variables such as financial performance of investments, recent sales prices of
investments, and other pertinent information. Management, in conjunction with the Vice President for
Financial Affairs, reviews the valuation of the investments on a quarterly basis.
A financial instrument is defined as a contractual obligation that ultimately ends with the delivery of cash
or an ownership interest in an entity. Disclosures included in these notes regarding the fair value of
financial instruments have been derived using external market sources, estimates using present value, or
other valuation techniques. Most financial assets and liabilities for which the carrying amount
approximates fair value are considered by the University to be Level 1 measurements in the fair value
hierarchy.
Determination of the fair value of student loan receivables, which are primarily federally sponsored
student loans with U.S. governmental mandated interest rates and repayment terms and subject to
significant restrictions as to their transfer or disposition, could not be made without incurring excessive
costs. The University issued Oregon Facilities Authority (OFA) revenue bonds that are reported at an
amortized cost of $92,333 and $94,303 at June 30, 2017 and 2016, respectively, in the statements of
financial position. These OFA bonds have an approximate fair value of $94,683 and $101,338 as of
June 30, 2017 and 2016, respectively. The University determined these OFA bonds to be Level 2
measurements in the fair value hierarchy. See Note 9 for other disclosures of debt obligations.
Endowments
The University is governed by the Uniform Prudent Management of Institutional Funds Act (UPMIFA),
which identifies specific factors that must be considered in the University’s policies on investing and
spending earnings from endowed funds (see Note 11).
Use of estimates
The preparation of these financial statements, in conformity with generally accepted accounting principles
in the United States of America, requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during the reporting
period. Actual results may differ from these estimates.
Reclassifications
Reclassifications have been made to the 2016 financial statements to conform to current year
presentation. These reclassifications had no impact on total net assets or the change in net assets.
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University of Portland
Notes to Financial Statements
(in thousands)
Note 1 – Organization and Summary of Significant Accounting Policies (continued)
Related party transactions
Members of the University’s Board of Regents and senior management may, from time to time, be
associated, either directly or indirectly, with companies doing business with the University. The University
requires annual disclosure of significant financial interests in, or employment or consulting relationships
with, entities doing business with the University. These annual disclosures cover Regents, senior
management and their immediate family members. When such relationships exist, measures are taken to
appropriately manage the actual or perceived conflict in the best interests of the University. The
University has a written conflict of interest policy that requires, among other things, that no member of the
Board of Regents can participate in any decision in which he or she (or an immediate family member) has
a material financial interest. When such relationships exist, measures are taken to mitigate any actual or
perceived conflict, including requiring that such transactions be conducted at arm’s length, for good and
sufficient consideration, based on terms that are fair and reasonable to and for the benefit of the
University, and in accordance with applicable conflict of interest laws. No such associations are
considered to be significant.
Subsequent events
Subsequent events are events or transactions that occur after the statement of financial position date but
before financial statements are available to be issued. The University recognizes in its financial
statements the effects of all subsequent events that provide additional evidence about conditions that
existed at the date of the statements of financial position, including the estimates inherent in the process
of preparing the financial statements. The University’s financial statements do not recognize subsequent
events that provide evidence about conditions that did not exist at the date of the statements of financial
position, but arose after the statements of financial position date and before the financial statements are
available to be issued. The University has evaluated subsequent events through November 21, 2017, the
date the financial statements were available to be issued.

Note 2 – Pledges Receivable
The University calculates pledges receivable at the present value of estimated future cash flows using a
4.9% to 6.0% discount rate. The annual payments are scheduled to be received as follows:
June 30,
2017
Less than one year
One to five years
More than five years

$

14

$

31,556
(8,978)
(6,858)

Less discount
Less reserve for uncollectible accounts
Pledges receivable, net

8,425
9,390
13,741

2016

$

15,720

7,862
6,259
14,273
28,394
(9,012)
(7,207)

$

12,175

University of Portland
Notes to Financial Statements
(in thousands)
Note 2 – Pledges Receivable (continued)
Pledges due from nineteen related party donors represent 67% of pledges receivable outstanding at
June 30, 2017. Pledges due from sixteen related party donors represent 42% of pledges receivable
outstanding at June 30, 2016.

Note 3 – Student Loans Receivable
Student loans receivable is comprised primarily of Federal Perkins and Nursing Student loans that are
generally payable with interest at 3.0% and 5.0% over approximately 11 years following University
attendance. Principal payments, interest and losses due to cancellation are shared by the University and
the U.S. government in proportion to their share of funds provided. The program provides for cancellation
of loans if the student is employed in certain occupations following graduation (employment
cancellations). Employment cancellations are absorbed in full by the U.S. government. Student loans are
considered past due if payment is not received by the 15th day of the month. After 60 days the loan is
sent to a collection agency. The student loans receivable are as follows:
June 30,
2017
Federal Perkins loans
Federal Nursing loans
Other institutional loans

$

$

6,781
(967)

Less reserve for uncollectible accounts
Total student loans receivable

3,762
967
2,052

2016

$

5,814

3,689
991
946
5,626
(562)

$

5,064

At June 30, 2017 and 2016, student loans receivable represented 1.11% and 1.09% of total assets,
respectively.
The availability of funds for loans under the Perkins program is dependent on reimbursements to the pool
from repayments on outstanding loans. There were no funds advanced by the Federal government for the
years ended June 30, 2017 and 2016. Funds advanced in prior years by the Federal government, totaling
$2,521 and $2,862 at June 30, 2017 and 2016, respectively, are ultimately refundable to the government
and are classified as liabilities in the statements of financial position. Outstanding loans cancelled under
the program result in a reduction of the funds available for loan and a decrease in the liability to the
government.
As of October 1, 2017, under Federal law, all institutions of higher education, including the University,
may no longer award new Perkins Loans to undergraduate students and may not make subsequent
disbursements to undergraduate students after June 30, 2018. Concurrently, as of July 1, 2017, all
institutions of higher education, including the University, may not disburse Perkins loans to graduate
students.
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Note 3 – Student Loans Receivable (continued)
The following amounts were past due under student loan programs:
June 30,
2017
1–60 days
60–90 days
90+ days
Total past due

2016

$

99
12
889

$

243
6
934

$

1,000

$

1,183

The University has recorded an allowance for doubtful accounts against the outstanding loan balances of
$967 and $562 at June 30, 2017 and 2016, respectively. There were no write-offs of loan funds during the
years ended June 30, 2017 and 2016.

Note 4 – Investments
The fair value of investments is as follows:
June 30,
2017
Equity holdings
Private equity funds
Corporate bonds
Cash surrender value of life insurance

$

$

14,190
193,259

Beneficial interest in assets held by others
$

16

10,298
1,339
2,390
163

2016

207,449

9,727
3,005
2,575
404
15,711
149,816

$

165,527

University of Portland
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Note 4 – Investments (continued)
The following schedule summarizes the investment return and its presentation in the statements of
activities:
June 30,
2017
Interest and dividend income

$

2016
791

$

1,147

Net unrealized and realized gains (losses) on investments
carried at fair value

20,854

(2,441)

Total investment return
Less investment return on endowment, distributed
Less other operating investment (gains) losses

21,645
(6,768)
(1,650)

(1,294)
(5,067)
43

Nonoperating investment gain (loss)

$

13,227

$

(6,318)

Nonoperating returns reported on the statements of activities:
June 30,
2017

2016

Endowment gains (losses), net of amounts distributed
Change in value of split interest agreements
Other investment income (loss)

$

12,294
581
352

$

(5,783)
(492)
(43)

Nonoperating investment gain (loss)

$

13,227

$

(6,318)

The University may employ derivatives and other strategies to hedge against market risks, arbitrage
mispricing of related securities, and to replicate long or short positions more cost effectively. Accordingly,
derivatives in the investment portfolio may include currency forward contracts, interest rate and currency
swaps, call and put options, debt and equity futures contracts, equity swaps and other vehicles that may
be appropriate in certain circumstances.
The University did not directly hold any derivative securities as detailed above, but held shares of
commingled investment vehicles, such as hedge funds of funds, which may hold such investments.
Derivatives held by limited partnerships and commingled investment trusts in which the University invests,
involve varying degrees of off-balance sheet risk, and may result in losses due to changes in the market.
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Note 5 – Fair Value of Assets
The University used the following methods and significant assumptions to estimate fair value for its assets
measured and carried at fair value in the financial statements:
Equity holdings – Fair value is based on quoted market prices, if available. If a quoted market price is not
available, fair value is estimated using quoted market prices of similar assets.
Corporate bonds – Fair value is based on quoted market prices, if available. If a quoted market price is
not available, fair value is estimated using quoted market prices of similar securities.
Cash surrender value of life insurance – Fair value is based on the cash surrender value provided by
each policy’s respective insurer, which represents the discounted cash flow of each policy.
Private equity funds – Investments in private equity funds are carried at fair value as determined by the
net asset value of the fund as determined in good faith by the fund manager. Because of inherent
uncertainty in valuing investments in private equity funds for which no active market exists, the estimated
value may differ significantly from the value that could be realized in a secondary market transaction, and
the ultimate amounts realized could be significantly different from the values reported.
Investment strategies of such funds include the use of margin and other forms of leverage including
taking short positions, swaps, futures, options, warrants, private placements, forward contracts, trade
claims and credit default swaps and real estate instruments, when deemed appropriate by fund
managers. Other event-driven investment strategies include merger arbitrage, distressed securities and
special situations. All investment objectives and strategies used by the fund managers comply with the
University’s Investment Policy.
The University is unable to redeem its investment in these private equity funds until the liquidation of the
funds. The remaining lives of these funds range from 1 to 3 years with all commitments due on demand.
At June 30, 2017, the University had outstanding commitments to invest an additional $224 with certain
alternative investment managers through December 31, 2018. These commitments may or may not be
called upon by the private equity funds; however, the University deems it unlikely that the private equity
firms will call upon these commitments.
Beneficial interest in assets held by others – Fair value is based on the net asset value as reported by the
affiliate, unless specific evidence indicates that net asset value should be adjusted. This may involve
using significant unobservable inputs. The valuation methods utilized by the affiliate are subject to regular
review by the University.
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Note 5 – Fair Value of Assets (continued)
The following table presents the fair value measurements of assets recognized in the accompanying
statements of financial position measured at fair value on a recurring basis and the level within the fair
value hierarchy in which the fair value measurements fall at June 30, 2017:
Level 1
Investments
Equity holdings
Corporate bonds
Cash surrender value of
life insurance

$

Total investments in fair value hierarchy

Level 2

10,298
-

$

2,390

Level 3

$

Total

-

$

10,298
2,390

-

163

-

163

10,298

2,553

-

12,851

Investments measured at NAV
(practical expedient)

194,598
$

10,298

$

2,553

$

-

$

207,449

The following table presents the fair value measurements of assets recognized in the accompanying
statements of financial position measured at fair value on a recurring basis and the level within the fair
value hierarchy in which the fair value measurements fall at June 30, 2016:
Level 1
Investments
Equity holdings
Corporate bonds
Cash surrender value of
life insurance

$

Total investments in fair value hierarchy

Level 2

9,727
-

$

2,575

Level 3

$

Total

-

$

9,727
2,575

-

404

-

404

9,727

2,979

-

12,706

Investments measured at NAV
(practical expedient)

152,821
$

9,727

$

2,979

$

-

$

165,527

The University’s policy is to recognize transfers in and out as of the actual date of the event or change in
circumstances that caused the transfer. There were no transfers between Level 1, 2, or 3 for the years
ended June 30, 2017 and 2016. There were no changes in valuation methods or assumptions during the
years ended June 30, 2017 or 2016.
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Note 5 – Fair Value of Assets (continued)
The University uses the Net Asset Value (NAV) to determine the fair value of all the underlying
investments which (a) do not have a readily determinable fair value and (b) prepare their financial
statements consistent with the measurement principles or have the attributes of an investment company.
The following table lists investments in other investment companies (in partnership format) by major
class:

Fair Value
June 30, 2017
Private equity funds
Event-driven private equity funds (a)
Multi-strategy private equity funds (b)
Restructured companies private equity funds (c)
Financially distressed private equity funds (d)

$

Beneficial interest in assets held by others
Multi-strategy (e)

405
759
165
10

Unfunded
Commitments

$

193,259
$

194,598

124
100

$

Redemption
Frequency

Redemption
Notice
Period

Other
Restrictions

N/A*
N/A*
N/A*
N/A*

N/A*
N/A*
N/A*
N/A*

N/A*
N/A*
N/A*
N/A*

Quarterly

30 days–
2 years

N/A

224

* These funds are in private equity structure, with no ability to be redeemed.
(a) The primary objective is to achieve long-term capital appreciation primarily through investments in equity and debt obligations of corporations,
partnerships, limited liability companies, and other similar entities that the managers believe are undervalued, offer an opportunity for growth if
funded appropriately, and provide an attractive risk/return profile.
(b) These partnerships invest in closed-end private equity limited partnerships specializing in venture capital, buyout, mezzanine/subordinated debt,
restructuring/distressed debt and special situation.
(c) These partnerships invest primarily in the securities of entities which are undergoing, are considered likely to undergo, or have undergone (i)
reorganization under the federal bankruptcy law or similar laws in other countries or (ii) other extraordinary transactions, such as debt restructuring,
reorganizations and liquidations outside of bankruptcy.
(d) These partnerships invest in equity and debt obligations of companies which are undervalued because they are (i) financially distressed, (ii)
formerly financially distressed and attempting to return to the mainstream financial markets, (iii) in the hands of owners who wish to remove
themselves from that role, or (iv) lacking capital with which to respond to either problems or opportunities.
(e) Investment objectives seek to preserve the real purchasing power of the investment, while providing a stable source of financial support. To
satisfy its long-term rate of return objectives, a total return strategy in which investment returns are achieved through both capital appreciation
(realized and unrealized) and current yield (interest and dividends) is used. In addition, a diversified asset allocation that places a greater emphasis
on equity-based investments to achieve its long-term return objectives within prudent risk constraints is used.
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Note 6 – Property, Plant, and Equipment
Property, plant, and equipment consist of the following:
June 30,
2017
Land and improvements
Buildings
Furniture, fixtures, and equipment
Library holdings
Real estate holdings

$

Less accumulated depreciation

Construction in progress
Property, plant, and equipment, net

$

23,290
250,019
41,311
18,059
7,294

2016
$

23,141
219,434
38,703
17,808
7,294

339,973

306,380

(93,919)

(86,616)

246,054

219,764

2,844

20,280

248,898

$

240,044

Depreciation expense totaled approximately $8,864 and $8,258 for the years ended June 30, 2017 and
2016, respectively.
The University periodically reviews its property, plant, and equipment to remove from its assets any fully
depreciated items that have been discarded. The University removed $1,562 and $4,314 of fully
depreciated assets from property, plant, and equipment in 2017 and 2016, respectively.

Note 7 – Commitments and Contingencies
The University leases certain office equipment and facilities under an operating lease agreement. Future
minimum payments under this lease are as follows for the years ending June 30:
2018
2019
2020
2021

$

369
205
207
132

$

913

The University incurred operating lease expenses of approximately $829 and $1,177 for the years ended
June 30, 2017 and 2016, respectively.
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Note 7 – Commitments and Contingencies (continued)
The University has placed its liability insurance coverage with the College Liability Insurance Company,
(CLIC), established by nine similar western colleges and universities for the purpose of providing liability
insurance to higher education institutions. As a portion of its capital, CLIC has placed a $2,000 standby
letter of credit of which the University is contingently liable for a pro rata portion based upon premium
contributions from covered institutions. In the event the losses of CLIC exceed its capital and secondary
coverage, the maximum contingent liability exposure to the University is approximately $235. As of
June 30, 2017 and 2016, no amounts were outstanding against the standby letter of credit.
The University is obligated under a Guarantee Bond agreement with the Province of Alberta to provide
educational services in the Province. Under the terms of the agreement, if all services required are
completed by the University, the obligation shall be null and void. As of June 30, 2017, the University is
scheduled to provide the services as agreed upon. As such, no liability has been recorded.

Note 8 – Note Payable to Bank
The University has an annually renewable line of credit on which it can borrow up to a maximum of $15
million. The line of credit is payable on demand, or on January 31, 2018, if no demand, and bears interest
at either the bank’s prime rate plus 0.25% or at LIBOR plus 1.75% at the time of borrowing. While the
University borrowed $4 million for a brief period during the year ended June 30, 2016, there were no
borrowings on this line of credit during the year ended 2017, and no outstanding balance on this line of
credit as of June 30, 2017 or 2016.

Note 9 – Bonds Payable
In May 2015, the University issued State of Oregon, Oregon Facilities Authority (University of Portland
Projects) 2015 Series A and Series B bonds for $69,645 and $21,645, respectively, at a premium totaling
$5,503. A portion of the proceeds were used to defease legally and in substance the 2007 series bonds.
The remaining proceeds are being used for various building improvement and expansion projects.
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Note 9 – Bonds Payable (continued)
Bonds payable consist of the following:
June 30,
2017
Bonds payable, 2015 Series A, in annual principal installments
of between $2,345 and $5,345, interest payable
semiannually at 3.25% to 5.0%, secured by investments
and unrestricted revenues, due 2045

$

Bonds payable, 2015 Series B, in annual principal installments
of between $1,690 and $2,280, interest payable
semiannually at 1.7% to 4.1%, secured by investments
and unrestricted revenues, due 2027

Add unamortized premium
Total bonds payable

$

69,645

2016

$

69,645

17,760

19,450

87,405

89,095

4,928

5,208

92,333

$

94,303

The following is a summary of scheduled principal maturities of bonds payable for the years ending
June 30:
2018
2019
2020
2021
2022
Thereafter

$

1,730
1,770
1,820
1,880
1,945
78,260

$

87,405

Interest expense was approximately $3,348 and $3,452 for the years ended June 30, 2017 and 2016,
respectively.
2015 Series Bonds
The loan agreement contains covenants which require the University to maintain an unrestricted debt
service coverage ratio of 1.1 annually for each fiscal year.
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Note 10 – Defined Contribution Plan
The University has a defined contribution retirement plan covering substantially all employees under
arrangements with the TIAA 403(b) plan. Retirement plan expense was approximately $4,350 and $4,021
for the years ended June 30, 2017 and 2016, respectively.

Note 11 – Endowments
The University’s endowment consists of approximately 493 individual funds established for a variety of
purposes. Its endowment includes both donor-restricted endowment funds and funds designated to
function as endowments. As required by generally accepted accounting principles (GAAP), net assets
associated with endowment funds, including funds designated to function as endowments, are classified
and reported based on the existence or absence of donor-imposed restrictions.
Interpretation of relevant law
The State of Oregon has enacted the Uniform Prudent Management of Institutional Funds Act (UPMIFA
or the Act), the provisions of which apply to endowment funds. The Board of Regents of the University
has interpreted the Act as requiring the preservation of the fair value of the original gift, as of the gift date,
of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As a result of
this interpretation, the University classifies as permanently restricted net assets (a) the original value of
gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the permanent
endowment and (c) accumulations to the permanent endowment made in accordance with the direction of
the applicable donor gift instrument at the time the accumulation is added to the fund.
The remaining portion of the donor-restricted endowment fund that is not classified in permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are appropriated
for expenditure by the University in a manner consistent with the standard of prudence prescribed by the
Act. In accordance with the Act, the University considers the following factors in making a determination
to appropriate or accumulate donor-restricted endowment funds:
(1) The duration and preservation of the fund
(2) The purposes of the University and the donor-restricted endowment fund
(3) General economic conditions
(4) The possible effect of inflation and deflation
(5) The expected total return from income and the appreciation of investments
(6) Other resources of the University
(7) The investment policies of the University
Funds with deficiencies
From time to time, the fair value of assets associated with individual donor-restricted endowment funds
may fall below the level that the donor or UPMIFA requires the University to retain as a fund of perpetual
duration. In accordance with GAAP, there were no deficiencies of this nature that are reported in
unrestricted net assets as of June 30, 2017 and 2016.
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Note 11 – Endowments (continued)
Return objectives and risk parameters
The University has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that the University must hold in perpetuity or for a donor-specified period(s) as well
as board-designated funds. Under this policy, as approved by the Board of Regents, the endowment
assets are invested in a manner that is intended to produce results over the long-term that meet or
exceed the aggregate amount needed to support both the endowment spending policy and growth in
principal commensurate with the rate of inflation.
Strategies employed for achieving objectives
To satisfy its long-term rate-of-return objectives, the University relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current
yield (interest and dividends). The University targets a diversified asset allocation that places a greater
emphasis on equity-based investments to achieve its long-term return objectives within prudent risk
constraints.
Spending policy and how the investment objectives relate to spending policy
The University has a policy of appropriating for distribution each year 4.5% of its endowment fund’s
average market value over the prior 12 quarters through the calendar year-end preceding the fiscal year
in which the distribution is planned. In establishing this policy, the University considered the long-term
expected return on its endowment, which is expected to exceed this appropriation by, at least, the general
rate of inflation. This is consistent with the University’s objective to maintain the purchasing power of the
endowment assets held in perpetuity, or for a specified term, as well as to provide additional real growth
through new gifts and investment.
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Note 11 – Endowments (continued)
Endowment net asset composition by type of fund at June 30, 2017:

Donor-restricted endowment
Funds functioning as endowment

Unrestricted

Temporarily
Restricted

Permanently
Restricted

$

27,796

$

63,421
-

$

86,425
-

$

149,846
27,796

$

27,796

$

63,421

$

86,425

$

177,642

Total

Changes in endowment net assets for the year ended June 30, 2017:

Endowment net assets,
beginning of year

Unrestricted

Temporarily
Restricted

Permanently
Restricted

$

$

$

Investment return
Investment income
Net appreciation
Total investment return
Contributions
Investment return on endowment,
distributed

83,974

$

160,884

685
15,492

-

791
18,264

2,878

16,177

-

19,055

11

-

2,720

2,731

(5,764)

94

$

51,093

106
2,772

(1,004)

Other changes
Endowment net assets,
end of year

25,817

Total

27,796

-

1,915

$

63,421

(6,768)

(269)

$

86,425

1,740

$

177,642

Endowment net asset composition by type of fund at June 30, 2016:

Donor-restricted endowment
Funds functioning as endowment
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Unrestricted

Temporarily
Restricted

Permanently
Restricted

$

25,817

$

51,093
-

$

83,974
-

$

135,067
25,817

$

25,817

$

51,093

$

83,974

$

160,884

Total

University of Portland
Notes to Financial Statements
(in thousands)
Note 11 – Endowments (continued)
Changes in endowment net assets for the year ended June 30, 2016:

Unrestricted
Endowment net assets,
beginning of year

$

Investment return
Investment income
Net depreciation

26,325

$

$

75,771

$

157,889

-

1,147
(1,822)

(91)

(584)

-

(675)

25,817

$

51,093

2,448

1,916

-

532

Other changes

(5,067)

-

(4,116)

(951)

6,289

6,287

-

2

$

Total

993
(1,577)

Contributions
Investment return on endowment,
distributed

55,793

Permanently
Restricted

154
(245)

Total investment return

Endowment net assets,
end of year

Temporarily
Restricted

$

83,974

$

160,884

Note 12 – Net Assets Released from Restrictions
During 2017 and 2016, net assets were released from donor restrictions by incurring expenses satisfying
the restricted purposes or by occurrence of other events specified by donors, as follows:
June 30,
2017
Capital projects
Endowment related
Scholarships
Operations support

2016

$

3,950
5,764
560
-

$

3,192
4,116
601
88

$

10,274

$

7,997
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Note 13 – Temporarily Restricted Net Assets
Temporarily restricted net assets are restricted for the following purposes:
June 30,
2017
Investments restricted for payments to
annuity and trust beneficiaries
Unappropriated appreciation on permanently
restricted endowments
Gifts and bequests restricted for investment
in land, buildings, and equipment
Scholarships
Loan fund
Other temporary restricted net assets
Total temporarily restricted net assets

$

$

2016

355

$

751

63,421

51,093

38,788
607
2,776
5,137

14,504
624
2,684
305

111,084

$

69,961

Note 14 – Permanently Restricted Net Assets
Permanently restricted net assets consist of the following:
June 30,
2017
Endowment funds
Annuities and trusts
Total permanently restricted net assets

2016

$

86,425
6,769

$

83,974
5,989

$

93,194

$

89,963

Note 15 – University Support Fund-Raising Expense
Included in general institutional expense was approximately $2,599 and $2,676, for the years ended
June 30, 2017 and 2016, respectively, of expenses related to fund-raising, exclusive of expenditures for
alumni relations and news and publications.
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Note 16 – Legal Contingencies
The University is subject to legal proceedings generally incidental to its business. Although the final
outcome of any legal proceeding is subject to many variables and cannot be predicted with any degree of
certainty, the University presently believes that the ultimate outcome resulting from these proceedings
would not have a material effect on the University’s financial position or changes in its net assets.

Note 17 – Concentration of Credit Risk
Financial instruments that potentially subject the University to concentrations of credit risk consist
principally of cash and cash equivalents, marketable securities and other investments, and accounts and
loans receivable. The University places substantially all of its cash and liquid investments with financial
institutions; however, cash balances generally exceed federally insured limits. Marketable securities,
consisting of both debt and equity instruments, are generally placed in a variety of managed funds
administered by an investment manager. Student loans and receivables are due from a variety of
sources. As of June 30, 2017 and 2016, management considers the University to have no significant
concentration of credit risk.
Beneficial interest in assets held by others represents 37% and 32% of total assets at June 30, 2017 and
2016, respectively.
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