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PACE UNIVERSITY

Balance Sheets

June 30, 2014 and 2013

Assets 2014 2013

Cash and cash equivalents $ 11,183,992   14,894,949   
Short-term investments (note 6) —    3,526,053   
Student accounts receivable (net of allowance for doubtful accounts

of $2,412,058 and $2,698,408 in 2014 and 2013, respectively) 7,742,906   7,311,958   
Grants and other receivables 4,218,254   4,622,087   
Prepaid expenses and other assets 6,691,329   4,856,146   
Contributions receivable, net (note 3) 7,740,731   8,956,396   
Investments (notes 4, 5, and 6) 159,796,251   139,871,214   
Student loans receivable (net of allowance for doubtful

accounts of $4,182,148 and $3,921,353 in 2014 and 2013,
respectively) 12,882,717   13,146,825   

Funds held by bond trustees, at fair value (notes 6 and 9) 101,234,305   11,341,754   
Plant assets, net (note 7) 281,647,487   269,309,259   

Total assets $ 593,137,972   477,836,641   

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued liabilities (note 17) $ 46,078,534   36,756,619   
Notes payable (note 8) 15,000,000   34,000,000   
Deferred revenues and deposits 18,312,485   13,764,323   
Long-term debt (notes 9 and 10) 220,599,455   124,539,721   
Deferred rental revenue (note 11) 5,665,178   6,609,378   
Asset retirement obligations (note 12) 3,448,995   3,458,197   
Accrued postretirement health benefits obligation (note 13) 86,837,887   85,162,816   
U.S. government grants refundable 12,841,700   12,725,794   

Total liabilities 408,784,234   317,016,848   

Commitments and contingencies (notes 4, 8, 17, and 20)

Net assets (note 5):
Unrestricted:

General 96,780,366   94,027,400   
Accrued postretirement health benefits obligation (86,837,887)  (85,162,816)  

Total unrestricted 9,942,479   8,864,584   

Temporarily restricted (note 15) 95,910,910   74,961,052   
Permanently restricted (note 15) 78,500,349   76,994,157   

Total net assets 184,353,738   160,819,793   
Total liabilities and net assets $ 593,137,972   477,836,641   

See accompanying notes to financial statements.
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s 8,789,943   (8,789,943)  —    —    8,238,981   (8,238,981)  —    —    

Total revenues331,347,267   1,795,668   1,485,063   334,627,998   324,688,535   1,567,574   101,961   326,358,070   

Expenses (notes 18 and 19):

Instructio n 129,308,433   —    —    129,308,433   125,412,697   —    —    125,412,697   

Researc h 4,644,621   —    —    4,644,621   3,999,298   —    —    3,999,298   

Academic suppor t 48,705,995   —    —    48,705,995   46,439,128   —    —    46,439,128   

Student services44,004,726   —    —    44,004,726   42,058,739   —    —    42,058,739   
Institutional support    50,347,428   —    —    50,347,428   54,690,550   —    —    54,690,550   

Auxiliary enterprise s 54,606,406   —    —    54,606,406   49,940,888   —    —    49,940,888   

Total expenses331,617,609   —    —    331,617,609   322,541,300   —    —    322,541,300   
Excess (deficiency) of operating     

revenues over expense s (270,342)  1,795,668   1,485,063   3,010,389   2,147,235   1,567,574   101,961   3,816,770   

Nonoperating activities:

Realized and unrealized gain in fair value o f

derivative instrument —    —    —    —    1,829,896   —    —    1,829,896   

Investment return, net (note 4 ) 1,109,159   19,754,731   —    20,863,890   666,401   12,827,441   —    13,493,842   

Effect of underwater endowments (note 4 ) 693,738   (693,738)  —    —    2,513,472   (2,513,472)  —    —    

Changes in postretirement health benefits obligation    —    

other than net periodic cost (note 13 )

3



PACE UNIVERSITY

Statements of Cash Flows

Years ended June 30, 2014 and 2013

2014 2013

Cash flows from operating activities:
Change in net assets    $ 23,533,945   20,260,710   
Adjustments to reconcile change in net assets to net cash provided by operating activities:   

Net appreciation in fair value of investments    (23,776,083)  (14,842,284)  
Net appreciation in fair value of investments in split interest agreement (85,749)  —    
Investment return on funds held by bond trustee    342,573   19,904   
Realized and unrealized gain in fair value of derivative instrument   —    (1,829,896)  
Loss on refunding of long-term debt    —    4,322,084   
Change in value of split-interest agreements   114,326   53,186   
Changes in postretirement health benefits obligation other than net periodic cost   239,831   (5,646,016)  
Allowance for student loans receivable    260,795   325,111   
Deferred rental revenue    (944,200)  (944,196)  
Depreciation 12,123,202   10,351,772   
Amortization of bond issuance costs and bond premium    (212,998)  77,120   
Revenues restricted for permanent investment and capital   (2,895,033)  (212,059)  
Changes in operating assets and liabilities:

Increase in student accounts receivable, net     (430,948)  (317,738)  
Decrease in grants and other receivables    403,833   819,653   
Decrease in prepaid expenses and other assets    203,950   1,949,055   
Decrease (increase) in contributions receivable, net   713,335   (192,777)  
Increase in noncapital accounts payable and accrued liabilities    6,092,596   3,143,773   
(Decrease) increase in the asset retirement obligation   (9,202)  79,826   
Increase in deferred revenues and deposits    4,548,162   3,334,152   
Increase in accrued postretirement health benefits obligation   1,435,240   2,789,853   
Increase in U.S. government grants refundable    115,906   175,491   

Net cash provided by operating activities    21,773,481   23,716,724   

Cash flows from investing activities:
Decrease (increase) in student loans receivable   3,313   (124,088)  
Purchase of plant assets    (24,461,430)  (19,485,249)  
Increase in accounts payable and accrued liabilities related to purchase of plant assets    3,189,419   517,454   
Short-term investments, net    —    (11,934)  
Purchase of investments    (127,185,113)  (16,617,679)  
Proceeds from sale of investments    134,647,961   15,970,482   

Net cash used in investing activities    (13,805,850)  (19,751,014)  

Cash flows from financing activities:    
Revenues restricted for permanent investment and capital   2,895,033   212,059   
Decrease in contributions receivable restricted for permanent investment   428,222   2,092,121   
Decrease in contributions receivable restricted for capital projects   74,108   5,115   
Change in liabilities under split-interest agreements, net   (74,426)  (4,656)  
Decrease in notes payable    (19,000,000)  (12,000,000)  
Bond issuance costs    (2,127,210)  (1,928,330)  
Proceeds from indebtedness    99,996,809   124,445,845   
Retirement of indebtedness    —    (109,440,000)  
Repayment of indebtedness    (3,636,000)  (1,941,000)  
Settlement of derivative instrument    —    (9,541,060)  
Increase in funds held by bond trustees    (90,235,124)  (3,125,684)  

Net cash used in financing activities    (11,678,588)  (11,225,590)  

Net decrease in cash and cash equivalents    (3,710,957)  (7,259,880)  

Cash and cash equivalents at beginning of year    14,894,949   22,154,829   
Cash and cash equivalents at end of year    $ 11,183,992   14,894,949   

Supplemental disclosure:
Interest paid $ 4,167,321   4,522,627   

See accompanying notes to financial statements.
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PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2014 and 2013 

 6 (Continued) 

Short-term investments are reported at fair value and represent the University’s investment of 
operating cash. 

(c) Government Grants and Contracts 

Government grants and contracts are treated as exchange transactions and, accordingly, are reported 
as unrestricted revenue when expenses are incurred in accordance with the contractual terms. 

(d) Contributions 

Contributions, including unconditional promises to give (pledges), are reported as revenues in the 
period received or pledged. Contributions with purpose or time restrictions are reported as increases 
in temporarily restricted net assets and are reclassified to unrestricted net assets when the purpose or 
time restrictions are met. Contributions subject to donor-imposed stipulations that the corpus be 
maintained permanently are recognized as increases in permanently restricted net assets. 

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. The University reports contributions of plant assets as 
increases in unrestricted net assets unless the donor places restrictions on their use. Contributions of 
cash or other assets that must be used to acquire or construct long-lived assets are reported as 
temporarily restricted net assets until the assets are placed in service. Contributions to be received 
after one year are discounted at a risk-adjusted rate. Amortization of the discount is recorded as 
additional contribution revenue in accordance with the donor-imposed restrictions, if any, on the 
contribution. An allowance is recorded for uncollectible contributions based on management’s 
judgment, past collection experience, and other relevant factors. 

(e) Split-Interest Agreements 

The University’s split-interest agreements with donors consist primarily of irrevocable charitable 
remainder trusts, for which the University serves as trustee, and charitable gift annuities. Assets 
associated with such split-interest agreements are included in investments. Contributions are 
recognized at the date the trusts are established or when funds are transferred from the donor to the 
University after recording liabilities for the present value of the estimated future payments to be 
made to the donors and/or other beneficiaries. The liabilities are adjusted annually for changes in the 
value of the assets, accretion of the discount, and other changes in the estimates of future benefits. 
Such adjustments are reflected as change in value of split-interest agreements in the accompanying 
financial statements. 

(f) Plant Assets 

Plant assets are stated at cost, except library books and collections, which are recorded at a nominal 
amount of $1 per volume. 

Depreciation of plant assets is computed on a straight-line basis over their estimated useful lives. 
Depreciable lives of land improvements, buildings, building improvements, and leasehold 
improvements range from 5 years to 90 years and the depreciable lives of furniture and equipment 
range from 3 years to 20 years. 







PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2014 and 2013 
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(3) Contributions Receivable 

Unconditional promises to give are reported in the financial statements as contributions receivable and as 
revenue of the appropriate net asset class. Contributions receivable due more than one year from the date 
of the financial statements are recorded net of a discount to reflect the present value of future cash flows. 
Contributions receivable are expected to be collected as follows at June 30, 2014 and 2013: 

2014 2013

Amounts expected to be collected in:
Less than one year $ 3,901,855   4,745,571   
One to five years 1,938,160   1,812,927   
More than five years 5,047,083   5,516,334   

10,887,098   12,074,832   

Less discount to present value, from 0.13% to 5.15% (1,844,499)  (1,949,973)  
Less allowance for uncollectible amounts (1,301,868)  (1,168,463)  

$ 7,740,731   8,956,396   
 

Included in contributions receivable at June 30, 2014 and 2013 are outstanding pledges from three donors, 
which collectively represent approximately 81% and 73%, respectively, of total outstanding gross 
contributions receivable. 

(4) Investments and Investment Return 

Investments are carried at fair value based upon quoted market prices or net asset values provided by the 
University’s external investment managers, if no quoted market prices exist. 

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

June 30, 2014 and 2013 
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Fair value
2014 2013

Equity and fixed income funds:
Large cap funds (h) $ —    46,534,190   
Small cap fund (i) —    12,250,480   
International equity funds (j) —    5,311,106   
Natural resources index fund (k) —    2,229,878   

—    66,325,654   

Alternative investments:
Diversifying fund (b) —    2,701,771   
Hedged equity (g) 154,173   —    
Private equity (f) —    7,806,591   
Distressed (f) —    6,392,110   
Real assets (f) —    1,059,771   

154,173   17,960,243   

Municipal bonds 814,219   814,141   

Other investments total 16,783,035   139,871,214   
$ 159,796,251   139,871,214   

 

Commingled funds and alternative investments of the Pace Fund represent limited partnerships, limited 
liability corporations, trusts, and similar interests that follow a variety of investment strategies. Terms and 
conditions of investments, including liquidity provisions, are different for each fund. Commingled funds 
have monthly, semi-monthly, and quarterly liquidity. Equity and fixed income funds have daily, weekly, or 
monthly liquidity. Alternative investments are either nonredeemable or can have limited liquidity. 
Individual investment holdings within commingled funds, equity and fixed income funds, and alternative 
investments may be invested in both publicly traded securities and less liquid securities. The net asset 
values of commingled funds, equity and fixed income funds, and alternative investments are reviewed and 
evaluated by management. Because commingled funds, equity and fixed income funds, and alternative 
investments do not have readily determinable market values, the estimated value is subject to uncertainty 
and, therefore, may differ significantly from the values that would have been used had a ready market for 
those securities existed. 

(a) Includes investments in limited partnerships, limited liability corporations, and trust funds invested 
in international equities. 

(b) Includes investments in limited partnerships and limited liability corporations invested in financial 
assets in the corporate credit, mortgage-backed securities, asset-backed securities, currency, 
emerging, equity, and commodity markets. 

(c) Includes investments in limited partnerships and limited liability corporations invested in 
undervalued international companies. 
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June 30, 2014 and 2013 
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The following summarizes the University’s total investment return (excluding investment return on assets 
held under split-interest arrangements) and its classification in the financial statements for the years ended 
June 30, 2014 and 2013: 

2014
Temporarily Permanently

Unrestricted restricted restricted Total

Dividends and interest on
investments (net of
expenses of $602,174) $ 31,708   1,564,382   —    1,596,090   

Net appreciation in fair value
of investments 1,504,498   22,271,585   —    23,776,083   

Effect of underwater
endowments 693,738   (693,738)  —    —    

Total return on
investments 2,229,944   23,142,229   —    25,372,173   

Investment return
appropriated for operations 427,047   4,081,236   —    4,508,283   

Total return on
investments,
net of amount
appropriated for
operations $ 1,802,897   19,060,993   —    20,863,890   
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Unconditional promises to give are recognized initially at fair value as contributions revenue in the period 
such promises are made by donors. Fair value is estimated giving consideration to anticipated future cash 
receipts (after allowance is made for uncollectible contributions) and discounting such amounts at a 
risk-adjusted rate commensurate with the duration of the donor’s payment plan. These inputs to the fair 
value estimate are considered Level 3 in the fair value hierarchy. In subsequent periods, the discount rate is 
unchanged and the allowance for uncollectible contributions is reassessed and adjusted if necessary. 
Amortization of the discounts is recorded as additional contribution revenue. 

A reasonable estimate of the fair value of loans receivable from students under government loan programs 
could not be made because the notes are not salable and can only be assigned to the U.S. government or its 
designees. The fair value of the loans receivable from students under the University’s loan programs 
approximates carrying value. The inputs to the fair value estimate are considered Level 3 in the fair value 
hierarchy. 

Funds held by bond trustees are reported at fair value and are invested in short-term, highly liquid 
securities considered Level 1 in the fair value hierarchy. 

The carrying amount of long-term debt approximates fair value because these financial instruments bear 
interest at various rates, which, when averaged, are not significantly different from current market rates for 
loans with similar maturities and credit quality. The fair value was estimated by evaluation service using 
market information of the specific bond and other bonds with similar characteristics (such as sector, credit 
rating, and maturity). 

As the sole limited partner of the Pace Fund, the University can request distributions daily, subject to the 
liquidity of the underlying portfolio. In addition, the University has the right to redeem its entire 
investment quarterly. 
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June 30, 2014 and 2013 
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The following tables present financial instruments (underlying investments) of the Pace Fund that are 
measured at fair value on a recurring basis within the fair value hierarchy as of June 30, 2014: 

June 30, 2014
Level 1 Level 2 Level 3 Total

Assets:
Pace Fund:

Cash and cash equivalents $ 5,989,102  —  —  5,989,102  
Common stocks 5,878,437  516,294  —  6,394,731  
Mutual funds:

Global equities 37,959,155  —  —  37,959,155  
Inflation sensitive 2,911,561  —  —  2,911,561  

Exchange traded funds:
International equities 937,927  —  —  937,927  
Fixed income and MLP's 2,261,399  —  —  2,261,399  

Commingled Funds:
Global equities —  15,547,669  12,833,802  28,381,471  

Alternative investments:
Diversifiers —  11,818,737  —  11,818,737  
Global equities —  —  10,502,939  10,502,939  
Inflation sensitive —  —  4,120,344  4,120,344  
Long/short equity and credit —  —  17,597,950  17,597,950  
Private equity —  —  8,619,397  8,619,397  
Distressed —  —  4,341,622  4,341,622  
Real assets —  —  1,176,881  1,176,881  

Total Pace Fund
investments $ 55,937,581  27,882,700  59,192,935  143,013,216  
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The following tables present financial instruments of other investments and funds held by bond trustees 
that are measured at fair value on a recurring basis within the fair value hierarchy as of June 30, 2014: 

June 30, 2014
Level 1 Level 2 Level 3 Total

Other investments:
Cash and cash equivalents $ 182,899  268  —  183,167  
Common stocks 355,449  —  20,266  375,715  
Mutual funds:

Domestic equities 2,031,183  —  —  2,031,183  
International equities 497,630  —  —  497,630  
Fixed income 12,726,948  —  —  12,726,948  

Alternative investments:
Hedged equity 154,173  —  —  154,173  

Municipal bonds 814,219  —  —  814,219  

Total other investments $ 16,762,501  268  20,266  16,783,035  

Funds held by bond trustees $ 101,234,305  —  —  101,234,305  
 

Total investments at June 30, 2014 are comprised of Pace’s interest in the Pace Fund of $143,013,216 and 
other investments of $16,783,035. 
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(9) Long-Term Debt 

Long-term debt at June 30, 2014 and 2013 consists of the following: 

2014 2013

Dormitory Authority of the State of New York (DASNY
or the Authority):

Revenue Bonds, Pace University issue, $95,840,000,
Series 2013A, due serially to 2042 at effective fixed
rate of 4% per annum, plus unamortized premium
of $8,527,350 and $8,833,721 at June 30, 2014 and 
2013, respectively $ 101,467,350   104,673,721   

Revenue Bonds, Pace University issue, $19,670,000,
Series 2013B, due serially to 2035, at a variable rate
subject to weekly reset in the auction market 19,130,000   19,670,000   

Westchester County Local Development Corporation
(WCLDC):

Revenue Bonds, Pace University issue, $85,665,000,
Series 2014A, due serially to 2042 at effective fixed
rate of 5% per annum through May 2034 increasing
to a rate of 5.5% to maturity, less unamortized
discount of $587,895 at June 30, 2014 85,077,105   —    

Revenue Bonds, Pace University issue, $14,925,000
Series 2014B, due serially to 2044 at a variable rate
subject to weekly reset in the auction market 14,925,000   —    

Other debt —    196,000   
Total long-term debt $ 220,599,455   124,539,721   

 

The Series 2013A Bonds (Tax Exempt) were issued on March 7, 2013 to (i) finance the acquisition, 
renovation, construction, equipping and/or furnishing of certain of the University’s facilities, (ii) refund a 
portion of the $70,900,000 outstanding principal amount of DASNY’s Pace University Insured Revenue 
Bonds, Series 2005A, (iii) fund the cost of terminating an interest rate swap agreement associated with the 
Series 2005A Bonds, and (iv) pay the Costs of Issuance of the Series 2013A Bonds. At June 30, 2014, 
$3,648,191 was included in funds held by bond trustees. 

The Series 2013B Bonds (Federally Taxable) were issued on March 7, 2013 to (i) refund a portion of the 
$38,350,000 outstanding principal amount of DASNY’s Pace University Insured Revenue Bonds, 
Series 2005B, and (ii) pay the Costs of Issuance of the Series 2013B Bonds. At June 30, 2014, $144,868 
was included in funds held by bond trustees. These bonds are variable rate securities in which the coupon 
is reset each week by a remarketing agent. The interest rate was capped in the governing agreements at 
22% per annum based on the University’s current credit rating. The weighted average interest rate in 2014 
for the Series 2013B Bonds was 1.29%. The range of rates in 2014 was 0.8% to 1.9%. 

The Series 2014A Bonds (Tax Exempt) were issued on April 3, 2014 (i) to finance the design, renovation, 
construction, equipping, and/or furnishing of certain of the University’s facilities and (ii) fund the costs of 
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issuance, and interest costs during the construction period. At June 30, 2014, $82,854,641 was included in 
funds held by bond trustees and consisted of construction funds. 

The Series 2014B Bonds (Tax Exempt) were issued on April 3, 2014 to finance (i) the design, renovation, 
construction, equipping, and/or furnishing of certain of the University’s facilities and (ii) fund the costs of 
issuance, and interest costs during the construction period. The bonds pay variable rate interest, which is 
based on weekly resets in the auction rate market and the bonds mature in 2044. The weighted average 
interest rate in 2014 for the Series 2014B Bonds was 1.4%. The range of rates in 2014 was 1.3% to 1.5%. 
At June 30, 2014, $14,586,605 was included in funds held by bond trustees and consisted of construction 
funds. 

The Series 2013 and 2014 Revenue Bonds are secured by mortgages on certain of the University’s 
properties, security interest in certain fixtures, furnishings, and equipment, and pledges of revenues limited 
in each year to the greatest amount payable to the Authority in any bond year for the principal. 

Interest and fees incurred for the years ended June 30, 2014 and 2013 was $4,369,473 and $4,683,075, 
respectively. These amounts are net of capitalized interest of $1,545,351 and $159,062. 

Financial Covenants DASNY Series 2013 and WCLDC Series 2014 

Pursuant to the March 7, 2013 loan agreements related to the DASNY Series 2013 Revenue Bonds and the 
April 3, 2014 loan agreements related to the WCLDC Series 2014 Revenue bonds, the University is 
required to adhere to certain financial covenants, including a Debt Service Coverage Ratio, determined by 
dividing the Operating Income Available for Debt Service by Annual Debt Service, as defined. It shall be 
an Event of Default under the Master Trust Indenture if the Debt Service Coverage Ratio is less than 1.00 
as of any Calculation Date or less than 1.10 for two consecutive years. 

The University’s ability to incur additional Indebtedness, as defined, is limited by a requirement to 
maintain a rating of BBB- or Baa3 or by meeting one of two pro-forma Maximum Annual Debt Service 
ratios, as defined. 

At June 30, 2014 and 2013, the University was in compliance with financial debt covenant requirements. 

(10) Debt Service – Long-Term Debt 

Debt service relating to principal payments of long-term debt for the next five years is as follows: 

Long-term Long-term
debt to debt to
DASNY WCLDC Total

Year ending June 30:
2015 $ 3,525,000   —    3,525,000   
2016 3,635,000   —    3,635,000   
2017 3,785,000   —    3,785,000   
2018 3,975,000   —    3,975,000   
2019 4,130,000   —    4,130,000   
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(11) Judicial Training Institute 

On April 5, 2000, the University entered into a loan agreement with the Authority for the issuance of up to 
$17,500,000 State Judicial Institute at Pace University Insured Lease Revenue Bonds, Series 2000 
(the Bonds) dated July 1, 2000. In July 2000, bonds with a face value of $16,105,000 plus accrued interest 
were issued. Proceeds from the Bonds were used to finance the construction of a judicial training facility 
on the University’s White Plains campus to serve as the New York State Judicial Training Institute 
(the Institute). The Institute was established to serve as a statewide center for continuing education, 
training, and research for all judges and justices of the Unified Court System (the System). The Bonds are 
due serially through 2020 at interest rates ranging from 4.5% to 5.5% per annum with interest payable 
every October 1 and principal, sinking fund installments, and interest payable every April 1. These bonds 
are solely payable from certain revenues, funds, and assets pledged by the System as security for the 
payment thereof, including certain rental payments to be made by the System to the University pursuant to 
an agreement of sublease, also dated April 5, 2000, in amounts sufficient to pay the principal, sinking fund 
installments, and interest on the Bonds. Payments to be made under the sublease have been assigned to the 
Authority pursuant to an assignment of sublease and rent agreement, dated April 5, 2000, between the 
University and the Authority that requires the System to make payments to the Authority by March 31 of 
each year. The loan agreement between the Authority and the University is without recourse to the 
University and the University’s obligation thereunder on account of payments due on the Series 2000 
Bonds are payable solely from the aforesaid rental payments as received under the sublease with the 
System. The obligation of the System to make payments of rent under the sublease is subject to annual 
appropriations by the State of New York for such purpose. The bond proceeds and related obligation are 
not included in the accompanying financial statements. 

The University recorded the value $16,208,704 of the building as deferred rental revenue. The deferred 
rental revenue will be recognized on a straight-line basis over the life of the land lease, May 1, 2003 
through June 30, 2020. At June 30, 2014 and 2013, $5,665,178 and $6,609,378, respectively, of deferred 
rental revenue was included in the accompanying balance sheets. For each of the years ended June 30, 
2014 and 2013, $944,200 was recognized as rental revenue and is included in other sources in the 
accompanying statements of activities. 

(12) Asset Retirement Obligations 

The University has recorded conditional asset retirement obligations primarily for removal and/or 
abatement of certain building asbestos. Asset retirement obligations at June 30, 2014 and 2013 amounted 
to $3,448,995 and $3,458,197, respectively. 

(13) Postretirement Benefits Other than Pensions 

The University sponsors a plan to provide certain healthcare and life insurance benefits for qualified 
retirees. The University’s employees may become eligible for these benefits if they retire while working 
for the University. Benefits and eligibility may be modified from time to time. In accordance with the 2001 
plan amendment, postretirement healthcare and life insurance benefits coverage for employees hired after 
October 1, 2000 has been eliminated. 
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Projected plan benefit payments for each of the next five fiscal years and the five years thereafter are as 
follows: 

Before After
Medicare Medicare Medicare
subsidy subsidy subsidy

2015 $ 4,016,357   290,043   3,726,314   
2016 4,359,556   321,328   4,038,228   
2017 4,712,795   350,184   4,362,611   
2018 4,975,823   381,479   4,594,344   
2019 5,170,061   413,299   4,756,762   
2020 through 2024 27,699,659   2,307,900   25,391,759   

 

The Medicare Prescription Drug, Improvement, and Modernization Act of 2003 is reflected assuming that 
the University will continue to provide a prescription drug benefit to plan participants that is at least 
actuarially equivalent to Medicare Part D. 

(14) Defined Contribution Retirement Plan 

The University has a defined contribution retirement plan established in accordance with Section 403(b) of 
the Internal Revenue Code of 1986, which covers substantially all full-time employees. Teachers Insurance 
and Annuity Association and College Retirement Equities Fund (TIAA-CREF), Fidelity Management 
Trust Company (Fidelity), and T. Rowe Price Trust Company (T. Rowe Price) are the plan’s record 
keepers and custodians. In 2011, the University selected TIAA-CREF as the University’s sole 
403(b) vendor effective January 1, 2011. Existing accounts with Fidelity and T. Rowe Price continue to be 
part of the plan, but new contributions can only be made to TIAA-CREF accounts. 

The University makes annual plan contributions, which are vested immediately for the benefit of the 
participants. The University’s contributions under the plan for the years ended June 30, 2014 and 2013 
amounted to $10,381,332 and $10,132,632, respectively. 
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(19) Allocation of Certain Expenses 

The University allocates operation and maintenance of plant, depreciation, and interest and other 
debt-related expenses based upon building square footage and the use of each facility. For the year ended 
June 30, 2014 (with comparative totals for 2013), the following allocation of expenses was included in the 
accompanying statements of activities: 

Allocated expenses
Operation Interest and

and other Total per
maintenance debt-related Direct statement of

of plant Depreciation expenses expenses activities

Instruction $ 6,057,205  2,090,925  610,404  120,549,899  129,308,433  
Research 461,717  159,383  28,191  3,995,330  4,644,621  
Academic support 8,815,821  3,043,190  538,273  36,308,711  48,705,995  
Student services 5,513,511  1,903,244  793,436  35,794,535  44,004,726  
Institutional support 3,731,456  1,288,085  365,960  44,961,927  50,347,428  
Auxiliary enterprises 10,540,015  3,638,375  1,958,335  38,469,681  54,606,406  

Total 2014 $ 35,119,725  12,123,202  4,294,599  280,080,083  331,617,609  

Total 2013 $ 32,480,660  10,351,772  5,125,681  274,583,187  322,541,300  
 

(20) Contingency 

The University is involved in various legal proceedings and claims arising in the normal course of 
business. Management of the University does not expect the ultimate resolution of these actions to have a 
material adverse effect on the University’s financial position. 

(21) Subsequent Events 

In accordance with ASC Subtopic 855-10, Subsequent Events, the University evaluated subsequent events 
after the balance sheet date of June 30, 2014 through November 11, 2014, which was the date the financial 
statements were issued, and determined that there were no additional matters required to be disclosed. 


