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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2018 and 2017

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 included in other sources in
the Statements of Activities.

Investments

Investments are reported at fair value based upon quoted market prices or net asset values. The
University applies the provisions of FASB Accounting Standards Codification (ASC) Topic 820,
Investments in Certain Entities That Calculate Net Asset Value per Share (or Its Equivalent), to
investments in alternative investments that do not have readily determinable fair values. This guidance
allows, as a practical expedient, for the estimation of the fair value of investments in investment
companies for which the investment does not have a readily determinable fair value, using net asset
value per share or its equivalent, as reported by the University’s external investment managers.

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.

The University maintains a significant portion of its investments in the Pace Fund. The University sets
investment policy, asset allocation and ranges, and monitors performance for the investments in the
Pace Fund. The University has delegated the authority for investment decisions of the Pace Fund to
Cambridge Associates Resources, LLC, which includes asset allocation within approved ranges.

Plant Assets
Plant assets are stated at cost, except for library books and art 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.

Asset Retirement Obligations

Upon acquisition, and when reasonably estimable, the University recognizes the fair value of the
liability related to the legal obligation to perform asset retirement activity on tangible long-lived assets.
U.S. Government Grants Refundable

Funds provided by the U.S. government under the Federal Perkins and Nursing Student Loan
programs are loaned to qualified students and are included in student loans receivable in the Balance
Sheets. Such amounts may be re-loaned after collection. These funds are ultimately refundable to the
government and, therefore, are also presented in the Balance Sheets as a liability.
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(4) Investments and Investment Return

The following table summarizes the composition of investments at June 30:

Pace Fund:

Cash and cash equivalents
Common stocks

Mutual funds:
International equities
Domestic equities

Exchange traded funds:
Domestic equities
Fixed income and Master Limited Partnerships (MLP’s)

Commingled funds:
Global equities (a)

Alternative investments:
Diversifiers (b)
Global equities (c)
Long/short equity and credit (d)
Private equity (e)
Secondaries (f)
Distressed (€)
Real assets (e)

Pace Fund total
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2018 2017
13,174,633 3,952,209
19,149,821 15,796,188

— 6,481,309
29,703,532 39,531,878
29,703,532 46,013,187
31,030,095 39,234,633

— 4,565,933
31,030,095 43,800,566
17,441,442 17,525,981

— 6,497,454

— 1,961,153

9,399,614 3,897,707
14,976,472 8,388,139
— 1,276,804
1,281,428 2,877,301
936,057 1,066,024
26,593,571 25,964,582
137,093,094 153,052,713
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(5) Endowment Funds

The University’s endowment consists of 418 individual funds established for a variety of purposes. Its
endowment includes both donor-restricted endowment funds and funds designated by the Board of
Trustees to function as endowments (quasi-endowments). As required by GAAP, net assets associated
with endowment funds are classified and reported based on the existence or absence of donor-imposed
restrictions.

Relevant Law

The University’'s management and investment of donor-restricted endowment funds is subject to the
provisions of the New York Prudent Management of Institutional Funds Act (NYPMIFA). Pursuant to the
investment policy approved by the Board of Trustees of the University, the University appropriates for
expenditure or accumulates as much of a donor-restricted endowment fund, as the University deems
prudent for the uses, benefits, purposes, and duration for which the endowment fund is established, subject
to the intent of the donor as expressed in the gift instrument, absent explicit donor stipulations to the
contrary. The remaining portion of the donor-restricted endowment fund that is not classified in permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are appropriated
for expenditure in a manner consistent with the standards of prudence prescribed by NYPMIFA.
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Changes in pooled endowment assets for the year ended June 30, 2018 were as follows:

Changes in pooled endowment assets for the year ended June 30, 2017 were as follows:

Temporarily Permanently
Unrestricted restricted restricted Total
Endowment at June 30, 2016 $ 8,463,923 61,810,652 81,910,952 152,185,527
Investment return:

Investment income 576,126 1,186,001 — 1,762,127
Net appreciation in fair value

of inestments 1,260,028 20,701,656 — 21,961,684

Total return on
investment 1,836,154 21,887,657 — 23,723,811
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(7) Fair Value of Financial Instruments

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 following table presents financial instruments
(underlying investments) that are measured at fair value and at net asset value as of June 30, 2018:

The following table presents financial instruments (underlying investments) that are measured at fair value
and at net asset value as of June 30, 2017

Level 1 Level 2 Level 3 Total
Investments:

Cash and cash equivalents $ 5,149,230 — — 5,149,230
Common stocks 423,381 4,900 — 428,281

Mutual funds:
Domestic equities 2,463,954 — — 2,463,954
International equities 537,128 — — 537,128
Fixed income 9,936,063 — — 9,936,063
Municipal bonds 814,233 — — 814,233
$ 19,323,989 4,900 — 19,328,889
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Included in buildings, leaseholds, and improvements at June 30, 2018 and 2017 is $16,226,522 relating to
a training facility received in exchange for use of land. See note 12 for a discussion on the Judicial Training
Institute.

Line of Credit

The University has established an unsecured one-year line of credit with a seasonal commitment of up to
$40,000,000. The line bears interest at LIBOR plus 200 basis points and is subject to annual renewal at the
lender’s discretion. However, the University has an option to convert the line into a 4-year term loan facility.
The University is required to maintain a zero balance on the line for at least 30 consecutive days, twice per
year. The University had an outstanding balance of $5.0 million under the line of credit as of June 30, 2018,
which was outstanding from June 28, 2018 to when it was subsequently repaid on July 23, 2018. There
were no amounts outstanding under the line of credit as of June 30, 2017.

During 2018, interest on this borrowing amounted to $1,706, and there was no interest in 2017.

Long-Term Debt

Long-term debt at June 30 consists of the following:

2018 2017

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 an effective fixed
rate of 4% per annum, plus unamortized premium
of $7,301,862 and $7,608,234 and less
unamortized prepaid bond issue costs of
$1,340,194 and $1,396,426 at June 30, 2018
and 2017, respectively $ 85,076,668 88,566,808

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, less
$218,884 and $231,887 unamortized prepaid bond issue
costs at June 30, 2018 and 2017, respectively 16,501,116 17,133,113
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(16) Temporarily and Permanently Restricted Net Assets

(17)

Temporarily restricted net assets at June 30, 2018 and 2017 are available to support the following areas:

Temporarily restricted net assets of $48,336,993 and $46,352,361 as of June 30, 2018 and 2017,
respectively, are available to support the Lubin School of Business, expendable only for projects approved
by the donors or the donor’s designee. During fiscal year 2017, $36,852,361 was re-designated by the
donor to be used specifically for capital projects for the Lubin School of Business.

Permanently restricted net assets at June 30, 2018 and 2017 are restricted to investments in perpetuity,
the income from which is expendable to support:

Scholarships and Fellowships

Tuition and fees are presented net of amounts awarded to students to defray their cost of attending the
University. The amount awarded totaled $192,927,388 and $178,222,664 for the years ended June 30,
2018 and 2017, respectively.
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(18) Leases

The University leases office, student housing, and classroom space under several operating lease
agreements expiring at various dates through 2045. The minimum annual rentals in connection with such
leases are as follows:

Active leases
as of June 30,

2018 52 Broadway Total
Year ending June 30:

2019 $ 35,248,031 — 35,248,031
2020 35,485,159 879,158 36,364,317
2021 36,122,023 1,070,375 37,192,398
2022 31,426,307 1,089,107 32,515,414
2023 18,903,335 1,108,166 20,011,501
2024 and thereafter 466,951,870 15,877,971 482,829,841

$ 624,136,725 20,024,777 644,161,502

The University entered into a lease agreement effective September 1, 2018 for space at 52 Broadway,
expiring on August 30, 2034. The future annual rentals for 52 Broadway have been noted separately as the
lease commencement date was after June 30, 2018.

Included in the above are lease commitments for student housing of $549,057,335 through 2045.

Total rental expense for the years ended June 30, 2018 and 2017 was $41,188,010 and $38,065,479,
respectively. Included in accounts payable and accrued liabilities is a deferred rent obligation of
$29,504,572 and $24,412,423 at June 30, 2018 and 2017, respectively, which represents the effect of
straight-line effect of the total minimum lease payments over the lease terms.

(19) Expenses

Expenses are reported in the Statements of Activities in categories recommended by the National
Association of College and University Business Officers. The University’s primary program services are
instruction and research. Expenses reported as academic support, student services, institutional support,
and auxiliary enterprises are incurred in support of these primary program services. Institutional support
includes fund-raising expenses of $6,435,148 and $6,468,526 for the years ended June 30, 2018 and
2017, respectively. For purposes of reporting fund-raising expenses, the University includes only those
fund-raising costs incurred by its development office.
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