MESSAGE FROM THE TREASURER
I am pleased to present the audited financial statements
of IEEE. These statements indicate that the overall financial
health of the organization continues to be strong.

offset by a $3.0 million non-operating gain related to the
pension. Collectively, the above resulted in a decrease in
net assets of $13.4 million for 2015.

The IEEE Statement of Activities reflects total revenues
for 2015 of $442.5 million, an increase of $5.0 million, or
1.1% from 2014. Some of the key contributors that drove
the increase in revenues are:

The IEEE Statement of Financial Position reflects a
decrease in total assets of $3.3 million to $564.4 million;
from $567.7 million at 31 December 2015 and 2014,
respectively. Contributing to the decrease in total assets
is building and equipment depreciation exceeding capital
expenditures. IEEE total liabilities were $244.7 million
and $234.7 million at 31 December 2015 and 2014,
respectively. The increase of $10.0 million was primarily
due to an increase in deferred revenue. Overall, IEEE net
assets decreased $13.4 million to $319.7 million from the
2014 year-end balance of $333.1 million.

1. Continued strength and enhancements to the
IEEE Xplore platform have resulted in increased
revenues for IEEE/IET Electronic Library (IEL). For
example, enhancements have included partnering
with the Society of Motion Picture and Television
Engineers (SMPTE) to include their Digital Library
providing a robust and user-friendly platform to
members and subscribers.
2. Increased retention of memberships for many
international geographic units.
3. Society publication revenues including over-length
page and open access charges.
In 2015, IEEE had total operating expenses of $452.5
million. This represents an increase from 2014 of $7.7
million, or 1.7%. This increase is reflected both directly
and indirectly in the many projects and initiatives that IEEE
has undertaken, including:
1. IEEE announced the launch of IEEE CollabratecTM,
a suite of online tools that enables technology
professionals around the world to network,
collaborate, create, and discover new career
opportunities — all within a centralized hub.

Grant Thornton LLP, the independent auditors for IEEE,
met with the IEEE Audit Committee to discuss the scope
and results of the financial statement audit, the review
on the adequacy of IEEE’s internal accounting controls,
and the quality of IEEE’s financial reporting prior to issuing
the opinion on the financial statements. IEEE received
an unmodified opinion from Grant Thornton LLP in the
Report of Independent Auditors.
IEEE is tax exempt under Section 501(c)(3) of the Internal
Revenue Code. The IEEE Foundation is a separately
incorporated related organization of IEEE; accordingly,
its audited financial statements are not included in the
accompanying documents.
I submit these financial statements with confidence that
IEEE continues to be a financially sound organization.

2. Continuation of the Interactive Content Project
(ICP), which allows converting over 10 years of
content in IEEE Xplore from static PDF pages into
interactive XML and HTML web pages. The ICP
provides customers a more user friendly electronic
library that is searchable by keywords and hyperlinks.
The above resulted in an operating loss of $10.0 million
for 2015. Additionally, we experienced a net loss from
investments of $6.4 million, which includes realized gains,
unrealized losses, and interest and dividends. This was
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Jerry L. Hudgins
2015 IEEE Treasurer

REPORT OF INDEPENDENT CERTIFIED
PUBLIC ACCOUNTANTS
To the Board of Directors of: The Institute of Electrical and Electronics Engineers, Incorporated
We have audited the accompanying consolidated financial statements of The Institute of Electrical and
Electronics Engineers, Incorporated (the “Institute”), which comprise the consolidated statements of financial
position as of December 31, 2015 and 2014, and the related consolidated statements of activities and cash
flows for the years then ended, and the related notes to the consolidated financial statements.
Management’s responsibility for the consolidated financial statements
Management is responsible for the preparation and fair presentation of these consolidated 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
consolidated 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 consolidated 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 audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the Institute’s
preparation and fair presentation of the consolidated 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 Institute’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 consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of The Institute of Electrical and Electronics Engineers, Incorporated as of
December 31, 2015 and 2014, and the changes in their net assets and their cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Iselin, New Jersey
April 6, 2016

36

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
As of December 31, 2015 and 2014
ASSETS

2015

2014

CURRENT ASSETS
Cash and cash equivalents

$

Accounts receivable, less allowance for doubtful accounts
of $1,937,800 in 2015 and $2,383,400 in 2014

12,447,900

$

30,574,700

Prepaid expenses and other assets
Investments, at fair value
Investments - other
Total current assets

12,225,500
31,339,700

17,121,000

15,351,400

452,721,400

452,102,100

2,205,700

2,262,800

515,070,700

513,281,500

191,400

191,400

NONCURRENT ASSETS
Long-term investments, at fair value
Land, buildings, and equipment, net
Total assets

49,101,500
$

54,259,800

564,363,600 $

567,732,700

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable and accrued expenses

$

47,072,700

$

49,120,100

Capital lease obligations

458,300

1,004,400

Accrued pension and other employee benefits

717,100

447,000

39,721,100

40,634,500

Deferred revenue

Amounts held on behalf of IEEE Foundation, Incorporated

126,169,000

113,585,100

Total current liabilities

214,138,200

204,791,100

189,400

640,800

NONCURRENT LIABILITIES
Capital lease obligations, net of current portion
Accrued pension and other employee benefits, net of current portion
Total liabilities

30,367,500

29,258,700

244,695,100

234,690,600

317,675,900

331,179,200

1,801,200

1,671,500

191,400

191,400

Commitments and contingencies
NET ASSETS
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

The accompanying notes are an integral part of these consolidated financial statements.
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$

319,668,500

333,042,100

564,363,600 $

567,732,700

CONSOLIDATED STATEMENT OF ACTIVITIES
For the year ended December 31, 2015
Unrestricted

Temporarily

Permanently

Restricted

Restricted

Total

REVENUES
Memberships and public imperatives

$

69,630,100

Periodicals

168,377,000

Conferences
Standards

$

533,700

$

-

$

70,163,800

-

-

168,377,000

166,378,000

-

-

166,378,000

37,306,600

1,900

-

37,308,500

Other income

247,600

-

-

247,600

Net assets released from restrictions

402,600

(402,600)

-

-

442,341,900

133,000

-

442,474,900

114,047,600

-

-

114,047,600

Total revenues
EXPENSES
Program services:
Memberships and public imperatives
Periodicals

153,259,900

-

-

153,259,900

Conferences

140,304,700

-

-

140,304,700

Standards
Total program services

35,959,000

-

-

35,959,000

443,571,200

-

-

443,571,200

Supporting services:
8,876,000

-

-

8,876,000

Total expenses

General and administrative

452,447,200

-

-

452,447,200

Changes in net assets before nonoperating activities

(10,105,300)

133,000

-

(9,972,300)

(6,402,900)

(3,300)

-

(6,406,200)

3,004,900

-

-

3,004,900

(13,503,300)

129,700

-

(13,373,600)

NONOPERATING ACTIVITIES
Investment loss, net
Pension and related benefits activity other than net periodic benefit cost

Changes in net assets
Net assets, beginning of year
Net assets, end of year

331,179,200
$

317,675,900

1,671,500
$

1,801,200

$

191,400

333,042,100

191,400 $

319,668,500

The accompanying notes are an integral part of this consolidated financial statement.
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CONSOLIDATED STATEMENT OF ACTIVITIES
For the year ended December 31, 2014
Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

REVENUES
Memberships and public imperatives

$

68,006,700

$

472,600

$

-

$

68,479,300

Periodicals

163,636,200

61,000

-

163,697,200

Conferences

168,315,900

-

-

168,315,900

36,948,300

-

-

36,948,300

80,400

-

-

80,400

Standards
Other income
Net assets released from restrictions
Total revenues

416,200

(416,200)

-

-

437,403,700

117,400

-

437,521,100

114,816,600

-

-

114,816,600

EXPENSES
Program services:
Memberships and public imperatives
Periodicals

148,206,600

-

-

148,206,600

Conferences

140,670,100

-

-

140,670,100

33,062,100

-

-

33,062,100

436,755,400

-

-

436,755,400

8,028,100

-

-

8,028,100

444,783,500

-

-

444,783,500

(7,379,800)

117,400

-

(7,262,400)

Investment income, net

21,387,000

22,800

-

21,409,800

Pension and related benefits activity other than net periodic benefit cost

(9,762,600)

-

-

(9,762,600)

Standards
Total program services
Supporting services:
General and administrative
Total expenses
Changes in net assets before nonoperating activities
NONOPERATING ACTIVITIES

Changes in net assets
Net assets, beginning of year
Net assets, end of year

$

4,244,600

140,200

-

4,384,800

326,934,600

1,531,300

191,400

328,657,300

331,179,200

The accompanying notes are an integral part of this consolidated financial statement.
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$

1,671,500

$

191,400

$

333,042,100

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2015 and 2014
2015

2014

CASH FLOWS FROM OPERATING ACTIVITIES
Changes in net assets

$

(13,373,600)

$

4,384,800

Adjustments to reconcile changes in net assets to net cash provided by operating activities:
Depreciation and amortization

15,802,600

15,244,100

Unrealized loss/(gains) on investments

25,863,200

(4,453,300)

(13,044100)

(11,084,500)

747,400

3,084,200

17,600

(6,617,600)

Prepaid expenses and other assets

(1,769,600)

(261,000)

Accounts payable and accrued expenses

(2,881,600)

736,000

1,378,900

12,611,800

Gains on sale of investments
Bad debt expense
Changes in assets and liabilities:
Accounts receivable

Accrued pension and other employee benefits
Amounts held on behalf of IEEE Foundation, Incorporated
Deferred revenue
Net cash provided by operating activities

(913,400)

2,426,300

12,583,900

(5,823,300)

24,411,300

10,247,500

290,442,500

252,993,600

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales of investments

(303,823,800)

(247,032,300)

Purchase of land, buildings and equipment

Purchases of investments

(10,592,800)

(13,237,900)

Net cash used in investing activities

(23,974,100)

(7,276,600)

860,300

(2,637,200)

(1,075,100)

(1,352,500)

(214,800)

(3,989,700)

222,400

(1,018,800)

12,225,500

13,244,300

CASH FLOWS FROM FINANCING ACTIVITIES
Change in cash overdraft
Payment of capital lease obligations
Net cash used in financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

12,447,900

$

12,225,500

Interest paid

$

253,500

$

314,900

Purchases of fixed assets included in accounts payable and accrued expenses

$

516,700

$

542,800

Acquisition of equipment through capital lease obligations

$

77,600

$

73,300

SUPPLEMENTAL DATA

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Permanently restricted – include funds wherein donors have

December 31, 2015 and 2014

stipulated that the principal contributed be invested and maintained

NOTE 1. THE INSTITUTE OF ELECTRICAL AND ELECTRONICS

for expenditure according to restrictions imposed by donors and

ENGINEERS, INCORPORATED

consideration of the appropriation for expenditure criteria by

The objectives of The Institute of Electrical and Electronics Engineers,

the Institute pursuant to the New York Prudent Management of

Incorporated (the “Institute”, or “IEEE”) are (a) scientific and educational,

Institutional Funds Act (“NYPMIFA”).

directed toward the advancement of the theory and practice of electrical
engineering, electronics engineering, computer engineering, computer
sciences, and the allied branches of engineering and related arts and
sciences and (b) professional, directed toward the benefit of the
engineering community and the general public.
Implementation of the Institute’s objectives is performed through
regions, sections, chapters, societies, and councils, all of which are not
separately incorporated, and their financial results are incorporated in
the Institute’s accompanying consolidated financial statements. These
units were formed to serve the technical interests of members and
to coordinate these with the local activities of the sections and the
broader activities of the Institute. The societies and councils promote
the technical interests of their members through symposia, conferences,
various publications, and the development of standards.
NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The Institute’s consolidated financial statements are presented in
conformity with U.S. generally accepted accounting principles (“U.S.
GAAP”) and have been prepared on the accrual basis of accounting.

Cash and Cash Equivalents
Cash and cash equivalents are defined as cash balances held in bank
accounts and short-term investments held by the Institute for operating
use with original maturities of three months or less from the date of
purchase.
Investments
Investments in publicly-traded debt and equity securities are recorded
at fair value determined on the basis of quoted market prices as of the
reporting date. Investments in commingled funds that are not readily
marketable are reported at fair value as determined by the respective
investment manager as of the reporting date. Such valuations involve
assumptions and methods that are reviewed by the Institute and which
have been concluded to be reasonable and appropriate. Because such
investments are not readily marketable, their estimated fair value is
subject to uncertainty and therefore may differ from the value that would
have been used had a ready market for such investments existed. Such
difference could be material. However, the risk to the Institute is limited
to the amount of the Institute’s investment in each of the respective
funds with respect to its ownership interests.

The consolidated financial statements include the accounts of IEEE, Inc.,

Purchases and sales of securities are reflected on a trade-date basis.

Global IEEE Institute for Engineers, IEEE Global LLC, IEEE International

Gains and losses on sales of securities are determined on an average

LLC, IEEE Europe GmbH, IEEE Latin America SA, IEEE Broadcast

cost basis and are recorded on the consolidated statement of activities

Technology Convention LLC, IEEE Worldwide Limited and IEEE Asia-

in the period in which the securities are sold. Dividends and interest are

Pacific Limited.

recognized as earned.

Net Asset Classifications

Investments - Other

The Institute’s net assets, revenues, expenses, gains and losses are

Investments - other consist of certificates of deposit held for investment

classified based on the existence or absence of donor-imposed

with original maturities greater than three months that are not debt

restrictions. Accordingly, the net assets of the Institute and changes

securities and are carried at amortized cost.

therein are classified and reported as follows:

Fair Value Measurements

Unrestricted – net assets that are not subject to donor-imposed

The Financial Accounting Standards Board (“FASB”) Topic 820, under

stipulations. Unrestricted net assets may be designated for specific

the FASB Accounting Standards Codification (“ASC”) defines fair

purposes by actions of the Board of Directors. Unrestricted net assets

value, establishes a framework for measuring fair value, and expands

can be utilized to carry out any of the purposes of the Institute.

disclosures about fair value measurements. This standard provides a

Temporarily restricted – represent amounts restricted by donors for
specific activities of the Institute or to be used at some future date.
The Institute records contributions as temporarily restricted if they are
received with donor stipulations that limit their use either through
purpose or time restrictions. When a donor restriction expires, that

consistent definition of fair value, which focuses on an exit price between
market participants in an orderly transaction. The standard also prioritizes
the use of observable inputs and minimizes the use of unobservable
inputs by requiring that observable inputs be used when available to
determine the fair value of an instrument as of the reporting date.

is, when a time restriction ends or a purpose restriction is fulfilled,

Observable inputs are inputs that market participants would use

temporarily restricted net assets are reclassified to unrestricted net

in pricing the asset or liability based on market data obtained from

assets and reported on the consolidated statement of activities as

independent sources. Unobservable inputs reflect assumptions that

net assets released from restrictions. However, when restrictions

market participants would use in pricing the asset or liability based on the

on donor-restricted contributions and investment returns are met in

best information available in the circumstances. The hierarchy is broken

the same accounting period, such amounts are reported as part of

down into three levels based on the transparency of inputs as follows:

unrestricted net assets.
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in perpetuity. Income earned from these investments is available

Level 1 - Quoted prices are available in active markets for identical

Public Imperatives

assets or liabilities as of the measurement date. A quoted price

Public imperatives represent outreach and public awareness efforts

for an identical asset or liability in an active market provides

to inform the public and members about technology and the

the most reliable fair value measurement because it is directly

engineering profession. Public imperatives revenues consist of IEEE-

observable to the market.

USA assessments (included in the annual membership renewal),

Level 2 - Pricing inputs are other than quoted prices in active markets,
which are either directly or indirectly observable as of the
measurement date. The nature of these securities include
investments for which quoted prices are available but traded
less frequently and investments that are fair valued using other
securities, the parameters of which can be directly observed.

History Center, and certain educational, society and IEEE Foundation,
Incorporated related activities. Public imperatives expenses consist of
IEEE-USA, History Center, grants, educational activities, initiatives, honors
ceremony, presentations, corporate awards and some society expenses.
Net public imperatives activity for the years ended December 31, 2015
and 2014 are presented below.

Also included in Level 2 are investments measured using a
net asset value (“NAV”) per share, or its equivalent, that may
be redeemed at NAV at the date of the statement of financial
position or in the near term, which the Institute has determined
to be within 90 days.
Level 3 -Securities that have little to no pricing observability as of the
measurement date. These securities are measured using
management’s best estimate of fair value, where the inputs into
the determination of fair value are not observable and require
significant management judgment or estimation. Also included

Public Imperatives
Revenues
Expenses
Public Imperatives, net

2015
$

7,337,300

2014
$

6,676,400

20,150,800

20,977,800

$ (12,813,500)

$ (14,301,400)

Subsequent to December 31, 2015, the Institute’s Board of Directors
approved a revised definition for public imperatives, which more closely
aligns the classification of related expenses with such activities; however,

in Level 3 are investments measured using a NAV per share, or

this change will become effective in 2016.

its equivalent, that can never be redeemed at NAV or for which

Accounts Receivable and Allowance for Doubtful Accounts

redemption at NAV is uncertain due to lock-up periods or other

Accounts receivable are recorded at the invoiced amount and do not

investment restrictions.

bear interest. The Institute reviews a customer’s credit history before

Inputs are used in applying the various valuation techniques and
broadly refer to the assumptions that market participants use to make
valuation decisions, including assumptions about risk. Inputs may
include price information, volatility statistics, specific and broad credit
data, liquidity statistics, and other factors. A financial instrument’s
level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement. However, the
determination of what constitutes “observable” requires significant
judgment by an entity. The Institute considers observable data to
be that market data that is readily available, regularly distributed or
updated, reliable and verifiable, not proprietary, and provided by
independent sources that are actively involved in the relevant market.
Revenue Recognition
Revenues from membership dues and periodicals are recognized on
a straight-line basis over the period to which they pertain. Amounts

extending credit. The Institute maintains allowances for doubtful
accounts against certain billed receivables based upon the latest
information available regarding whether the receivables are ultimately
collectible. Assessing the collectability of customer receivables requires
management’s judgment. The Institute determines its allowance for
doubtful accounts by specifically analyzing individual accounts receivable,
historical bad debts, customer creditworthiness, current economic
conditions, and accounts receivable aging trends. Valuation reserves are
periodically re-evaluated and adjusted as more information about the
ultimate collectability of accounts receivable becomes available. Upon
determination that a receivable is uncollectible, the respective receivable
balance and any associated reserve are written-off. Any payments
subsequently received on such receivables are recorded as income in
the period received.
Land, Buildings, and Equipment

received in advance are included in deferred revenue.

Land, buildings, and equipment are stated at cost, including interest

Conference revenues and related expenses are reported in the year in

development until the time that it is ready for its intended use, as in

which the respective conference occurs. Amounts received in advance
from attendees or costs paid in advance by the Institute for conferences
occurring in the following year are deferred.
Standards revenue primarily includes revenue from periodicals,
publications, and standards working groups. Standards periodicals and
publications are recognized on a straight-line basis over the period to
which they pertain. Working groups work to create and write the standards
and strive for broad representation of global participation.

expense capitalized during the period of construction, or period of
the case of internal-use software. Additions and improvements costing
more than $1,500 and with useful lives greater than three years are
capitalized. Maintenance and repairs are expensed as incurred.
Assets acquired under capital lease agreements are depreciated over
the term of the respective lease agreement to which they pertain.
Leasehold improvements are amortized over their useful lives or lease
period whichever is shorter.

Contributions, including unconditional promises to give, are reported as
revenues in the period received. Conditional contributions are recorded as
revenue when the conditions on which they depend are substantially met.
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Depreciation and amortization is provided on a straight-line basis over

Income Taxes and Tax Status

the following estimated useful lives:

The Institute follows the provisions of FASB Interpretation No. 48
Years

Buildings

20 - 40

Building improvements

10 - 15

Furniture, equipment and vehicles

5 - 10

Computers

3

(“FIN 48”) Accounting for Uncertainties in Income Taxes - an
interpretation of FASB Statement No. 109, now incorporated in ASC
740, Income Taxes. ASC 740-10 clarifies the accounting for uncertainty
in tax positions taken or expected to be taken in a tax return, including
issues relating to financial statement recognition and measurement. This
section provides that the tax effects from an uncertain tax position can
be recognized in the financial statements only if the position is “more-

Impairment of Long-Lived Assets
Long-lived assets, such as land, buildings, and equipment, are reviewed
for impairment whenever events or changes in circumstances indicate
that the carrying amount of the asset may not be recoverable. If the

a taxing authority. The assessment of the tax position is based solely on
the technical merits of the position, without regard to the likelihood that
the tax position may be challenged.

carrying amount of the long-lived asset (or asset group) exceeds its fair

The Institute is qualified under Section 501(c)(3) of the Internal

value and the carrying amount is not recoverable, an impairment loss is

Revenue Code (“Code”) as an organization exempt from federal

recognized. An impairment loss is measured as the amount by which

income tax and applicable state income tax and is classified as a publicly

the long-lived asset (or asset group) exceeds its fair value. Fair value is

supported charitable organization under Section 509(a)(1) of the Code.

determined through various valuation techniques including discounted

Nevertheless, the Institute may be subject to tax on income unrelated

cash flow models, quoted market values and third-party independent

to its exempt purpose, unless that income is otherwise excluded by

appraisals, as considered necessary.

the Code. The tax years ended December 31, 2012, 2013, 2014 and

Accounts Payable and Accrued Expenses
Cash overdrafts are included in accounts payable and accrued expenses.
At December 31, 2015 and 2014, cash overdrafts amounted to
$860,300 and $0, respectively.
Concentration of Market and Credit Risks
Cash, cash equivalents and investments are exposed to interest rate,
market, and credit risks. The Institute maintains its cash and cash
equivalents in various bank deposit accounts that may exceed federally
insured limits at times. To minimize risk, the Institute’s cash accounts
are placed with high-credit quality financial institutions, and the Institute’s
investment portfolio is diversified with several investment managers in

2015 are still open to audit for both federal and state purposes. As
of December 31, 2015, management has determined that there are
no significant uncertain tax positions that would require recognition or
disclosure in the accompanying consolidated financial statements.
Use of Estimates
The preparation of consolidated financial statements in conformity with
U.S. GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

a variety of asset classes. The Institute regularly evaluates its depository

Subsequent Events

arrangements and investments, including performance thereof.

The Institute evaluated its December 31, 2015 consolidated financial

Operating Measure
The Institute classifies its consolidated statement of activities into
operating and nonoperating activities. Operating activities include all
income and expenses related to carrying out the Institute’s mission. Nonoperating activities include interest and dividends, realized and unrealized
gains (losses) on investments, pension and other employee benefit
related activity other than net periodic benefit cost and other activities
considered to be of a more unusual or nonrecurring nature, if any.
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likely-than-not” to be sustained if the position were to be challenged by

statements for subsequent events through April 6, 2016, the date the
consolidated financial statements were available to be issued. The
Institute is not aware of any material subsequent events which would
require recognition or disclosure in the accompanying consolidated
financial statements, except as disclosed in Notes 2 and 5.

NOTE 3. INVESTMENTS
As of December 31, 2015, the Institute’s investments, at fair value, by level within the fair value hierarchy, consist of the following:
2015
Level 1

Level 2

Level 3

Total

Common stock:
Consumer

$

Technology

30,933,700

$

36,160,200

-

$

-

-

$

-

30,933,700
36,160,200

Financial services

33,628,700

-

-

33,628,700

Healthcare

31,037,100

-

-

31,037,100

Industrials

15,636,400

-

-

15,636,400

Energy

9,552,000

-

-

9,552,000

Other

7,365,700

-

-

7,365,700

164,313,800

-

-

164,313,800

28,199,800

-

-

28,199,800

Total common stocks
Mutual funds:
Growth funds
Fixed income funds

117,581,200

-

-

117,581,200

Money market funds

62,951,100

-

-

62,951,100

Other funds
Total mutual funds
U.S. Government securities
Commingled funds

Cash held for investment
Add: receivables for securities sold and accrued interest
Less: liabilities for securities purchased and accrued fees
Total investments, at fair value

22,746,800

-

-

22,746,800

231,478,900

-

-

231,478,900

19,442,200

-

-

19,442,200

-

33,795,500

-

33,795,500

415,234,900

33,795,500

-

449,030,400

4,148,100

-

-

4,148,100

238,700

-

-

238,700

(504,400)
$

419,117,300

$

33,795,500

$

-

(504,400)
$

452,912,800
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As of December 31, 2014, the Institute’s investments, at fair value, by level within the fair value hierarchy, consist of the following:

2014
Level 1

Level 2

Level 3

Total

Common stock:
Consumer

$

34,179,300

$

-

$

-

$

34,179,300

Technology

36,741,000

-

-

36,741,000

Financial services

34,290,500

-

-

34,290,500

Healthcare

30,830,800

-

-

30,830,800

Industrials

22,186,000

-

-

22,186,000

Energy

12,976,700

-

-

12,976,700

Other

7,901,500

-

-

7,901,500

179,105,800

-

-

179,105,800

28,033,700

-

-

28,033,700

Total common stocks
Mutual funds:
Growth funds
Fixed income funds

113,976,700

-

-

113,976,700

Money market funds

54,179,100

-

-

54,179,100

Other funds

22,785,600

-

-

22,785,600

218,975,100

-

-

218,975,100

17,272,700

-

-

17,272,700

-

33,331,900

-

33,331,900

415,353,600

33,331,900

-

448,685,500

Cash held for investment

3,800,900

-

-

3,800,900

Add: receivables for securities sold and accrued interest

1,034,000

-

-

1,034,000

Total mutual funds
U.S. Government securities
Commingled funds

Less: liabilities for securities purchased and accrued fees
Total investments, at fair value

(1,226,900)
$

$

33,331,900

$

-

(1,226,900)
$

452,293,500

The Institute’s policy is to recognize transfers in and transfers out of levels

assigned to these holdings do not necessarily represent amounts which

at the end of the reporting period.

might ultimately be realized upon sale or other disposition since such

The categorization of the investments within the fair value hierarchy
presented above is based solely on the pricing transparency of the
respective instrument and does not necessarily correspond to the
Institute’s perceived risk associated with the investment security.
Since commingled funds may not be readily marketable, their estimated
fair value is subject to uncertainty and, therefore, may differ from
the value that would have been used had a ready market for such
investments existed, and the differences could be material. The values
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418,961,600

amounts depend on future circumstances and cannot reasonably be
determined until the actual liquidation occurs. The Institute uses, as
a practical expedient for fair value, a NAV per share or its equivalent
for purposes of valuing certain investments which: (a) do not have a
readily determinable fair value and (b) prepare their financial statements
consistent with the measurement principles of an investment company
or have the attributes of an investment company, as defined by ASC
Topic 740.

The following table lists such investments by major category as of December 31, 2015 and 2014:
2015

Type

Strategy

NAV In Funds

# of
Funds

Commingled
funds

One fund seeks to achieve
total return in excess of
Morgan Stanley Capital
International All Country
World ex USA Index through
investing in a diversified
portfolio of international
equities; and, one fund
seeks to outperform the
Russell 2000 Index over a
1 to 3 year period.

$ 33,795,500

2

Remaining
Life

To be
determined by
the respective
fund manager.

$ Amount of
Unfunded
Commitments
N/A

Redemption
Terms

Redemption
Restrictions

One fund
permits
redemption
upon last
business day of
each calendar
month; One
fund has daily
redemption
upon notice.

N/A

Redemption
Terms

Redemption
Restrictions

2014

Type

Strategy

NAV In Funds

# of
Funds

Commingled
funds

One fund seeks to achieve
total return in excess of
Morgan Stanley Capital
International All Country
World ex USA Index through
investing in a diversified
portfolio of international
equities; and, one fund
seeks to outperform the
Russell 2000 Index over a
1 to 3 year period.

$ 33,331,900

2

Remaining
Life

To be
determined by
the respective
fund manager.

$ Amount of
Unfunded
Commitments
N/A

One fund
permits
redemption
upon last
business day of
each calendar
month; One
fund has daily
redemption
upon notice.

N/A

The Institute’s certificates of deposits of $2,205,700 and $2,262,800 as of December 31, 2015 and 2014, respectively, are classified as investments
– other on the accompanying consolidated statements of financial position. These investments do not qualify as securities, as defined by relevant
guidance, and as such, fair value disclosures are not provided.
Investment (loss) income, net, for the years ended December 31, 2015 and 2014, including investment returns related to amounts held on behalf of
IEEE Foundation, Incorporated, that have not been reflected in the accompanying consolidated statements of activities, consists of the following:

TOTAL INVESTMENTS
Interest and dividends, net

2015
$

Net realized and unrealized (loss) gains on investments
Total investment (loss) income, net

(6,981,600)

$

604,900

23,432,800

$

551,200

$

2,023,000

17,009,600

2014

(575,400)

1,471,800

2015
$

Net realized and unrealized (loss) gains on investments
IEEE investment (loss) income, net

$

(1,180,300)
$

IEEE
Interest and dividends, net

6,423,200

2015

Net realized and unrealized (loss) gains on investments
IEEE Foundation investment (loss) income, net

2014
$

(13,999,400)
$

IEEE FOUNDATION, INCORPORATED
Interest and dividends, net

7,017,800

6,412,900

2014
$

(12,819,100)
$

(6,406,200)

5,872,000
15,537,800

$

21,409,800

Investment expenses, which are netted with interest and dividends, amounted to $1,341,700 and $1,235,200 in 2015 and 2014, respectively.

46

NOTE 4. LAND, BUILDINGS, AND EQUIPMENT, NET
Land, buildings, and equipment, carried at cost, net of the related accumulated depreciation and amortization, at December 31, 2015 and 2014
consist of the following:
2015

Cost
Buildings

Accumulated
Depreciation and
Amortization

Cost

Net

13,306,200 $ 4,650,400 $ 17,956,600 $

12,867,700 $ 5,088,900

78,966,200

54,758,800

24,207,400

89,406,800

60,609,700

28,797,100

Software

17,796,300

14,891,800

2,904,500

18,113,100

13,495,800

4,617,300

Land
Building improvements in progress
Information systems upgrade in process
Total

$ 17,956,600 $

Net

Accumulated
Depreciation and
Amortization

Furniture, equipment, vehicles and computers
Building improvements

17,534,400

7,780,600

9,753,800

16,523,700

6,548,000

9,975,700

132,253,500

90,737,400

41,516,100

142,000,200

93,521,200

48,479,000

873,000

-

873,000

873,000

-

873,000

354,200

-

354,200

330,400

-

330,400

6,358,200

-

6,358,200

4,577,400

-

4,577,400

$ 139,838,900 $

90,737,400 $ 49,101,500 $ 147,781,000 $

93,521,200 $ 54,259,800

Depreciation and amortization expense amounted to $15,802,600

Wells Fargo Bank, N.A. and $20,000,000 with HSBC Bank, N.A. USA,

and $15,244,100 for the years ended December 31, 2015 and 2014,

under an amended and restated revolving credit agreement.

respectively.

The Institute is required to maintain certain financial ratios under the

Furniture and equipment include assets acquired under capital leases

Agreement with the Lenders. At December 31, 2015, the Institute was

of $5,501,500 and $7,225,900 as of December 31, 2015 and 2014,

in compliance with all financial ratios.

respectively. Accumulated amortization of assets recorded under capital
leases amounted to $4,862,400 and $5,584,700 at December 31,
2015 and 2014, respectively.
NOTE 5. DEBT OBLIGATIONS
The Institute maintains a credit facility to borrow up to an aggregate
amount of $50,000,000. The credit facility consists of $20,000,000
with Wells Fargo Bank, N.A. (formerly “Wachovia Bank”), $15,000,000
with JPMorgan Chase Bank, N.A. (previously “The Bank of New
York”), and $15,000,000 with HSBC Bank, N.A. USA (collectively, the

Interest expense, net of amounts capitalized of $155,900 in 2015 and
$136,700 in 2014, amounted to $97,700 in 2015 and $178,200
in 2014. Interest expense relates principally to leases of servers and
laptops.
NOTE 6. CAPITAL LEASE OBLIGATIONS
The approximate annual rental payments due under capital lease
obligations are as follows:
Year

“Lenders”), under an amended and restated revolving credit agreement

2016

dated September 27, 2011 that expired on February 1, 2016 (the

2017

“Agreement”). The Institute is charged commitment fees, which

2018

amounted to $141,700 in 2015 and $142,100 in 2014, on the unused
portion of the credit facility. The credit facility was not utilized in 2015
and 2014; the Institute had no outstanding borrowings under the credit
facility in either year.
Subsequent to December 31, 2015, a new credit facility agreement
dated February 16, 2016 was secured with an expiration date of
February 16, 2017. The credit facility consists of $30,000,000 with
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2014

Amount
$

169,500
46,900

Total minimum lease payments

725,700

Less: Amount representing interest
Present value of minimum lease payments

509,300

(78,000)
$

647,700

NOTE 7. PENSION AND OTHER POST-RETIREMENT BENEFITS
The Institute sponsors two qualified pension plans and one nonqualified pension plan and other post-retirement benefit plans for its employees. In
November 2006, the Board of Directors approved the freezing of its qualified employee benefit plans as of June 30, 2007 and the implementation
of a defined contribution plan effective July 1, 2007. Accordingly, as of June 30, 2007, no further benefits will accrue under the qualified employee
benefit plans after that date.
The following tables provide a reconciliation of the changes in the plans’ benefit obligations and fair value of assets over the two-year period ended
December 31, 2015, and a statement of the funded status as of December 31, 2015 and 2014:

Pension Benefits
2015

Other Benefits
2014

2015

2014

Reconciliation of benefit obligation:
Obligation at January 1

$

94,478,300

$

75,213,200

$

6,647,400

$

5,073,800

Service cost

255,000

255,000

273,500

208,600

Interest cost

3,397,700

3,339,100

247,000

231,100

Actuarial (gain) loss

(4,841,300)

18,972,000

(521,500)

1,272,900

Benefit payments

(2,060,100)

(3,301,000)

(130,100)

(139,000)

Settlements
Obligation at December 31

(5,155,500)

-

-

-

$

86,074,100

$

94,478,300

$

6,516,300

$

6,647,400

$

75,282,000

$

66,839,100

$

-

$

-

Reconciliation of fair value of plan assets:
Fair value of plan assets at January 1
Actual return on plan assets

(3,045,700)

11,722,000

-

-

717,700

21,900

130,100

139,000

Benefit payments

(2,060,100)

(3,301,000)

(130,100)

(139,000)

Settlements

(5,155,500)

-

-

-

Employer contributions

Fair value of plan assets at December 31

$

65,738,400

$

75,282,000

$

-

$

-

Funded status at December 31

$

(20,335,700)

$

(19,196,300)

$

(6,516,300)

$

(6,647,400)

Accumulated benefit obligation

$

86,074,100

$

94,478,300

$

6,516,300

$

6,647,400

At December 31, 2015 and 2014, the funded status of the plans is reported on the consolidated statements of financial position as follows:
Pension Benefits
Current liabilities

$

Noncurrent liabilities
Net Amount Recognized

$

Other Benefits

2015

2014

(16,400) $

(20,700) $

2015
(247,300) $

2014
(234,500)

(20,319,300)

(19,175,600)

(6,269,000)

(6,412,900)

(20,335,700) $

(19,196,300) $

(6,516,300) $

(6,647,400)
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Cumulative amounts recognized in changes in unrestricted net assets and not yet recognized in net periodic benefit cost as of December 31, 2015
and 2014 consist of:
Pension Benefits
2015
Net loss

$

26,289,900

Prior service cost
Total

Other Benefits
2014

$

28,671,000

$

26,289,900

2015
$

1,462,800

$

2014
$

2,086,600

-

28,671,000

$

-

1,462,800

$

2,086,600

The following table provides the components of net periodic benefit cost for the plans for 2015 and 2014:
Pension Benefits
2015
Service cost

$

Interest cost

255,000

Other Benefits
2014

$

2015

255,000

$

2014

273,500

$

208,600

3,397,700

3,339,100

247,100

(2,862,800)

(2,547,500)

-

-

-

-

-

45,800

Amortization of net loss

1,905,100

1,241,700

102,300

20,400

Settlement loss

1,543,100

-

-

-

Expected return on plan assets
Amortization of transition obligation

Net periodic benefit cost

$

4,238,100

$

2,288,300

$

231,100

622,900

$

505,900

Amounts recognized in changes in unrestricted net assets for the years ended December 31, 2015 and 2014 consist of:
Pension Benefits
2015
Net loss (gain)
Amortization of net loss
Amortization of transition obligation
Pension related benefits activity other than periodic benefit cost

$

1,067,100

Other Benefits
2014

$

2015

9,797,500

$

2014

(521,500)

$

1,273,000

(3,448,200)

(1,241,700)

(102,300)

(20,400)

-

-

-

(45,800)

$ (2,381,100 )

$

8,555,800

$

(623,800)

$

1,206,800

The estimated amount of unrestricted net assets to be recognized as a component of net periodic benefit cost in the next fiscal year is as follows:
Pension Benefits
Net loss

$

Other Benefits

1,955,200 $

61,600

The prior service costs are amortized on a straight-line basis over the average remaining service period of active participants. Gains and losses in
excess of 10% of the greater of the benefit obligation and the fair value of plan assets are amortized over the average remaining service period of
active participants.
The assumptions used in the measurement of the Institute’s benefit obligation are shown in the following table:
Pension Benefits

Other Benefits

2015

2014

2015

2014

4.06%

3.74%

4.18%

3.84%

N/A

N/A

N/A

N/A

Weighted-average assumptions as of December 31
Discount rate
Rate of compensation increase

The assumptions used in the measurement of the net periodic benefit cost are shown in the following table:
Pension Benefits

Other Benefits

2015

2014

2015

2014

Discount rate

3.74%

4.61%

3.84%

4.72%

Expected return on plan assets

4.00%

4.00%

N/A

N/A

Rate of compensation increase

N/A

N/A

N/A

N/A

Weighted-average assumptions as of December 31

The health care plan benefits are a flat dollar reimbursement to the retirees toward health care premiums. An increase in the reimbursement amount
is not assumed.
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Contributions
There are no required contributions due to the qualified pension plans
during 2016 under the Internal Revenue Service’s (“IRS”) minimum
funding regulations. There was a required contribution of $700,000
made to the plan in November 2015.
IEEE expects to contribute approximately $16,000 to its nonqualified
pension plan and approximately $247,000 to its other post-retirement
benefit plans during 2016.

Expected Benefit Payments
Pension Benefits
2016

$

3,261,900

Other Benefits
$

247,300

2017

4,020,800

2018

3,544,600

259,800

2019

4,499,300

273,200

2020
2021 to 2024

253,900

4,639,200

286,700

27,496,400

1,666,200

Plan Assets
IEEE determines its assumptions for the expected rate of return on plan assets for its retirement plans based on ranges of anticipated rates of return for
each asset class. A weighted range of nominal rates is then determined based on target allocations for each asset class. IEEE considers the expected
rate of return to be a longer-term assessment of return expectations and does not anticipate changing this assumption annually unless economic
conditions change significantly. The expected rate of return for each plan is based upon its expected asset allocation. Market performance over a
period of earlier years is evaluated covering a wide range of economic conditions to determine whether there are reliable reasons for projecting forward
any past trends.
IEEE’s pension and post-retirement plan asset allocation at the end of 2015 and 2014, and the target allocation for 2015 and 2014 by asset category
based on asset fair values are as follows:
Pension Assets at
December 31

Post-Retirement Assets at
December 31

Asset Category

2015 Target Asset Allocation

2015

2014

2015

2014

Equity securities

10%

13%

11%

N/A

N/A

Debt securities

90%

85%

86%

N/A

N/A

Cash and cash equivalents
Total

-

2%

3%

N/A

N/A

100%

100%

100%

N/A

N/A

Third-party investment professionals manage IEEE’s pension plan assets, rebalancing assets as the Institute deems appropriate. IEEE’s investment
strategy with respect to its pension plan assets is to maintain a diversified investment portfolio across several asset classes targeting an annual rate of
return of 4% in both 2015 and 2014. To develop the expected long-term rate of return on assets assumption, the Institute considered the historical
returns and the future expectations for returns for each asset class, as well as the target asset allocation of the pension portfolio.
IEEE’s pension and post-retirement funds’ investment strategies are to invest in a prudent manner for the exclusive purpose of providing benefits to
participants. The investment strategies are targeted to produce a total return that, when combined with IEEE’s contributions to the funds, will maintain
the funds’ ability to meet all required benefit obligations. Risk is controlled through diversification of asset types and investments in debt securities,
domestic and international equities, and cash and cash equivalents.
The Institute’s investment objectives for the pension plans are to minimize the volatility of the pension assets relative to pension liabilities and to offset
the required contributions. The current target asset allocations are 10% equity securities and 90% debt securities. The investment guidelines further
allow the managers to keep up to 5% in cash and cash equivalents.
Investment strategies and policies for the pension plans reflect a balance of risk-reducing and return-seeking considerations. The objective of
minimizing the volatility of assets relative to liabilities is addressed primarily through asset - liability matching. At December 31, 2015 and 2014,
approximately 90% of the plan assets were invested in corporate, municipal, and foreign bonds and U.S. government securities. These debt securities
match the long-dated nature of the pension liabilities. At December 31, 2015 and 2014, approximately 5% of the plan assets were held in common
stock and 5% in equity mutual funds. These equity investments should provide asset growth to offset required contributions. The Institute’s policy is to
reconsider the plan asset allocation investments regularly to ensure actual allocations are in line with target allocations.
All plan assets are externally managed. Investment managers are not permitted to invest outside of the asset classes or strategy for which they have
been appointed. The Institute uses investment guidelines to ensure investment managers invest solely within the investment strategy for which they
have been retained.
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The following table prioritizes the inputs used to measure and report the fair value of the Institute’s pension plan assets at December 31, 2015:
2015
Level 1
Cash and cash equivalents

$

Level 2

- $

Level 3

571,300 $

Total

- $

571,300

Common stock:
Consumer

869,500

-

-

869,500

1,058,900

-

-

1,058,900

Industrials

487,200

-

-

487,200

Healthcare

865,900

-

-

865,900

Financial services

550,500

-

-

550,500

Energy

189,900

-

-

189,900

Technology

226,400

-

-

226,400

Total common stocks

Other

4,248,300

-

-

4,248,300

Equity mutual funds

4,091,700

-

-

4,091,700

-

37,759,100

-

37,759,100

Corporate bonds
U.S. Government securities
Municipal bonds
Foreign bonds

Add: receivables for securities sold and accrued interest
Less: liabilities for securities purchased and accrued fees
Total pension plan investments

13,300,900

1,253,300

-

14,554,200

-

3,613,600

-

3,613,600

-

346,400

-

346,400

21,640,900

43,543,700

-

65,184,600

702,000

-

-

702,000

(148,200)
$

22,194,700

$

43,543,700

$

-

(148,200)
$

65,738,400

The following table prioritizes the inputs used to measure and report the fair value of the Institute’s pension plan assets at December 31, 2014:
2014
Level 1
Cash and cash equivalents

$

-

Level 2
$

1,879,100

Level 3
$

-

Total
$

1,879,100

Common stock:
Consumer

822,700

-

822,700

Technology

939,000

-

-

939,000

Industrials

600,000

-

-

600,000

Healthcare

755,200

-

-

755,200

Financial services

534,200

-

-

534,200

Energy

270,300

-

-

270,300

Other

252,300

-

-

252,300

Total common stocks

4,173,700

-

-

4,173,700

Equity mutual funds

4,289,600

-

-

4,289,600

-

43,087,400

-

43,087,400

13,824,500

1,010,600

-

14,835,100

Municipal bonds

-

4,353,800

-

4,353,800

Foreign bonds

-

1,909,800

-

1,909,800

22,287,800

52,240,700

-

74,528,500

866,800

-

-

866,800

(113,300)

-

-

(113,300)

Corporate bonds
U.S. Government securities

Add: receivables for securities sold and accrued interest
Less: liabilities for securities purchased and accrued fees
Total pension plan investments
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-

$

23,041,300

$

52,240,700

$

-

$

75,282,000

The Institute’s policy is to recognize transfers in and transfers out of levels at the end of the respective reporting period.
The Institute uses, as a practical expedient for fair value, an NAV per share or its equivalent for purposes of valuing certain investments which: (a) do
not have a readily determinable fair value and (b) prepare their financial statements consistent with the measurement principles of an investment
company or have the attributes of an investment company, as defined by ASC Topic 740. The following table lists such investments by major category
as of December 31, 2015 and 2014:

2015

Type

Strategy

NAV in Funds

Collective
trust fund

Seeks the highest level of
current income possible
consistent with the
preservation of capital and
maintenance of liquidity.

$

571,300

# of
Funds

1

Remaining
Life

Subject to the
determination
of the
respective
fund manager

$ Amount of
Unfunded
Commitments

N/A

Redemption
Terms

Redemption
Restrictions

Daily redemption,
upon notice

N/A

2014

Type

Strategy

NAV in Funds

# of
Funds

Collective
trust fund

Seeks the highest level of
current income possible
consistent with the
preservation of capital and
maintenance of liquidity.

$ 1,879,100

1

Remaining
Life

Subject to the
determination
of the
respective
fund manager

$ Amount of
Unfunded
Commitments

N/A

Redemption
Terms

Redemption
Restrictions

Daily redemption,
upon notice

N/A

The Institute also has a defined contribution 401(k) Savings and Investment Plan (the “Plan”) for eligible employees, who are eligible to participate
after the start of the next pay period following 30 days of employment. Under the Plan, employees may generally contribute between 2% to 16% of
their salary; however, not in excess of IRS limitations. The Institute provides a 100% matching contribution up to 4% of each employee’s salary. The
Institute contributed $4,461,400 and $4,260,600 on behalf of eligible employees to the Plan in 2015 and 2014, respectively. Amounts payable at
December 31, 2015 and 2014 totaled $148,100 and $126,600, respectively, and are included in the current portion of accrued pension and other
benefits in the accompanying consolidated statements of financial position.
The Institute has established a Defined Contribution Retirement Plan under which it makes contributions to accounts established for each employee
according to a predetermined schedule of contributions. The employee’s retirement benefit is the value of the account. All contributions under the
Defined Contribution Retirement Plan are made by the Institute and are not funded through salary deductions (employee contributions). Vesting
occurs at the completion of each year of service at a rate of 25% per year until 100% after four years. The Institute contributed $8,653,300 and
$8,155,400 in 2015 and 2014, respectively. Amounts payable at December 31, 2015 and 2014 totaled $305,400 and $65,200, respectively, and
are included in the current portion of accrued pension and other benefits in the accompanying consolidated statements of financial position.
Effective September 1, 2002, the Institute implemented a 457(b) plan for those highly compensated employees who have reached the IRS maximum
401(k) contribution for the year. These employees have the option of continuing their contributions up to the maximum dollar amount under section
457(e) (15) of the Internal Revenue Code of 1986, as amended. All other criteria for eligibility follow the same guidelines as the 401(k) plan. The
amounts of $3,779,200 and $3,670,200 pertaining to obligations due under the 457(b) plan are accrued and included in accrued pension and
other employee benefits at December 31, 2015 and 2014, respectively, and the related 457(b) plan assets are included in investments on the
accompanying consolidated statements of financial position.
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NOTE 8. ADDITIONAL INFORMATION PRESENTED BY ACTIVITY
The following presents the Institute’s consolidated financial results presented in a traditional surplus or loss format for the years ended December 31,
2015 and 2014. Please note that this format differs from the accompanying consolidated statements of activities on pages 38 and 39 which present
the financial results by the types of products and services sold. The surplus and loss presents the same data pertaining to the nature of activities.
(Unaudited)
2014

2015
Net Revenues

$

Less: Cost of goods sold
Direct Contribution to surplus/(loss)

$

435,137,600

$

430,844,800

207,469,600

213,518,100

227,668,000 $

217,326,700

Expenses:
Selling

$

Marketing

$

27,367,400

Product design
Supporting services
Contribution to surplus

30,068,600

$

Public imperatives, net

29,598,500
24,499,900

5,545,800

5,511,000

161,845,000

150,678,300

2,841,200

$

(12,813,500)

7,039,000

(14,301,400)

Nonoperating activities:
Investment (loss)/income

$

Pension credit/(expense)
Net surplus/(loss)

(6,406,200)

$

3,004,900
$

(13,373,600) $

21,409,800
(9,762,600)
4,384,800

A description of each line item is discussed below:
Revenues: Net earnings from the sales of products and services.
Cost of Goods Sold: Direct costs incurred in producing or providing products and services that are sold and generate revenue.
Selling: Expenses incurred in the effort to sell products or services, includes commissions and other related expenses.
Marketing: Expenses incurred in an effort to possibly generate additional sales of existing products or services, including brand awareness, promotions,
displays, and media.
Product Design: Expenses incurred in relation to developing new products and services to be sold in the future.
Supporting services: This is also referred to as general and administrative expenses. This caption includes operational support and shared services.
Operational support includes expenses that are indirectly related to the sale of products and services which generate revenue (e.g. costs associated
with conference and event management, volunteer engagement and executive or governance functions). Shared services include general overhead
such as, Human Resources, Finance, Information technology, Facilities and other related expenses. The presentation of supporting services, as reported
on pages 38 and 39, reflects an allocation of such costs amongst the lines of operation specifically benefited.
Public Imperatives: Public imperatives are outreach and public awareness efforts to inform the public and members about technology and the
engineering profession.

53

NOTE 9. NET ASSETS AND ENDOWMENT FUNDS
Temporarily restricted net assets are available for the following purposes at December 31, 2015 and 2014:
2015
Grant funds held for specific purposes

$

Funds held for awards, medals and other specific purposes

1,090,500

2014
$

710,700
$

1,801,200

943,700
727,800

$

1,671,500

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purposes for the years ended December 31, 2015 and
2014 as follows:
2015
Grant funds released for specific purposes

$

388,900

$

402,600

Funds released for awards, medals and other specific purposes

2014
$

407,500

$

416,200

13,700

8,700

Permanently restricted net assets at December 31, 2015 and 2014 consist of assets that have been restricted by donors to be invested in perpetuity
to provide a permanent source of income. The Institute’s donor-restricted endowment consists of eleven (11) individual funds established principally
for awards.
On September 17, 2010, the State of New York passed the New York State Prudent Management of Institutional Funds Act (“NYPMIFA”), its version of
the Uniform Prudent Management of Institutional Funds Act (“UPMIFA”). All not-for-profit organizations formed in New York must apply this law. The
Institute classifies as permanently restricted net assets, unless otherwise stipulated by the donor: (a) the original value of gifts donated to its permanent
endowment, (b) the original value of subsequent gifts to its permanent endowment and (c) accumulations to its permanent endowment made in
accordance with the direction of the applicable donor gift instrument at the time the accumulation is added to the funds.
The remaining portion of the donor-restricted endowment fund not classified in permanently restricted net assets is classified as temporarily restricted
net assets until such amounts are appropriated for expenditure by the Institute in a manner consistent with the uses, benefits, purposes and duration
for which the endowment is established and the standard of prudence prescribed by NYPMIFA.
In accordance with NYPMIFA, the Institute considers the following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds: the purpose, duration, and preservation of the endowment fund; expected total return on endowment investments; general
economic conditions; the possible effects of inflation and deflation; other resources of the Institute; and, the investment policy of the Institute.
The Institute has adopted investment management and spending policies for its endowment assets which totaled $508,600 and $525,700 as of
December 31, 2015 and 2014, respectively. This supports the objective of providing a sustainable and increasing level of endowment income
distribution to support the Institute’s activities while seeking to maintain the purchasing power of the endowment assets. The Institute’s primary
investment objective is to maximize total return within reasonable and prudent levels of risk while maintaining sufficient liquidity to meet disbursement
needs and ensure preservation of capital.
To satisfy its long-term rate-of-return objectives, the Institute relies on a total return strategy, the objective of which is to achieve a return consisting of
a combination of current income and capital appreciation, without regard to an emphasis on either, recognizing that changes in market conditions and
interest rates will result in varying strategies in an attempt to optimize results. The endowment portfolio is diversified among various investment classes
and strategies to help reduce risk.
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The following table summarizes the Institute’s total return on endowment investments and the changes in endowment net assets for the year ended
December 31, 2015:
2015
Temporarily
Restricted

Unrestricted
Donor restricted endowment funds

$

-

$

$

Dividends and interest

-

$

Temporarily
Restricted

Unrestricted
Endowment assets, beginning of year

317,200

Permanently
Restricted

$

334,300

-

7,000

-

191,400

Total
$

Permanently
Restricted
$

191,400

508,600

Total
$

525,700

-

7,000

(10,700)

-

(10,700)

-

-

-

Net realized and unrealized depreciation
in fair value of endowment assets
New gifts and pledges
Endowment return used for operations
Endowment assets, end of year

$

-

(13,400)
$

317,200

$

191,400

(13,400)
$

508,600

The following table summarizes the Institute’s total return on endowment investments and the changes in endowment net assets for the year ended
December 31, 2014:
2014
Temporarily
Restricted

Unrestricted
Donor restricted endowment funds

$

-

$

$

Dividends and interest

-

$

Temporarily
Restricted

Unrestricted
Endowment assets, beginning of year

334,300

Permanently
Restricted

$

323,100

191,400

Total
$

Permanently
Restricted
$

191,400

525,700

Total
$

514,500

-

6,500

-

6,500

-

13,100

-

13,100

Net realized and unrealized appreciation
in fair value of endowment assets
New gifts and pledges

-

-

-

-

Endowment return used for operations

-

(8,400)

-

(8,400)

Endowment assets, end of year
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$

-

$

334,300

$

191,400

$

525,700

NOTE 10. COMMITMENTS AND CONTINGENCIES

NOTE 11. RELATED-PARTY TRANSACTIONS

Operating Leases

IEEE Foundation, Incorporated

At December 31, 2015, minimum rental commitments due under

The Institute has transactions with IEEE Foundation, Incorporated (the

noncancelable operating leases for office space and computer

“Foundation”), a related organization, which performs activities in

equipment are as follows:

support of the scientific and educational functions and programs of

Year

Amount

2016

$

2,829,900

2017

2,698,600

2018

2,410,300

2019

1,542,700

2020

1,254,600

Thereafter

6,292,800
$ 17,028,900

the Institute. The Institute made cash contributions of $356,500 and
$445,000 in 2015 and 2014, respectively, to the Foundation. The
Institute contributed $766,000 to the Foundation’s IEEE-Eta Kappa Nu
Restricted Fund during 2014.
The Foundation has no staff and thus, receives certain accounting and
administrative services from IEEE. The Foundation reimbursed IEEE for
the cost of such services, which amounted to $712,200 and $685,900
during 2015 and 2014, respectively. The Institute provided fundraising
administrative services (contributed services) during 2015 and 2014
that were not reimbursed by the Foundation, that were valued at

The leases for the office space are subject to escalation. Total rent

$1,129,100 and $899,000 during 2015 and 2014, respectively.

expense for noncancelable operating leases amounted to $4,060,800

The Institute held on deposit $39,721,100 and $40,634,500 from

and $4,018,100 in 2015 and 2014, respectively.

the Foundation at December 31, 2015 and 2014, respectively, and

Letters of Credit

is separately reported on the accompanying consolidated statements

At December 31, 2015, the Institute had irrevocable standby letters

of financial position. The Institute invests these amounts on behalf of

of credit with Wells Fargo Bank, N.A., in the amounts of $583,000,

the Foundation. Receivables due from the Foundation include grants

which serve as security deposits as required by the terms of its lease

receivable of $1,507,900 and $599,100 at December 31, 2015 and

agreements with Three Park Avenue Building Company, LP and 2001

2014, respectively, and other receivables of $221,100 and $60,600

L Street, LLC, respectively. 191 II MSP L Street LLC lease expired in

at December 31, 2015 and 2014, respectively, and are included in

November 2015 and therefore the letter of credit of $45,100 was

accounts receivable on the accompanying consolidated statements of

terminated.

financial position. Amounts due to the Foundation of $150,500 and

As of December 31, 2015, the Institute had issued standby letters of
credit in relation to certain dealers agreements totaling $108,200 with
HSBC Bank USA, N.A. The Institute is charged 2% of the face amount,

$370,600 at December 31, 2015 and 2014, respectively, are included
in accounts payable and accrued expenses on the accompanying
consolidated statements of financial position.

upon issuance, of the standby letters of credit.
Litigation
The Institute, in the normal course of its operations, is a party to various
legal proceedings and complaints, some of which are covered by
insurance. While it is not feasible to predict the ultimate outcomes of
such matters, management of the Institute is not aware of any claims or
contingencies, which are not covered by insurance, that would have a
material adverse effect on the Institute’s consolidated financial position,
changes in net assets or cash flows.
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