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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2019 and 2018

2019 2018
Alternative investments:
Long/short equity and credit (b) 9,394,099 9,399,614
Private equity (c) 20,333,389 14,976,472
Distressed (c) 818,775 1,281,428
Real assets (c) 1,148,382 936,057
Total alternative investments 31,694,645 26,593,571
Pace Fund total 147,421,943 137,093,094
Other investments:
Cash and cash equivalents 3,773,640 3,575,379
Common stocks 678,878 706,566
Mutual funds:
Domestic equities 2,587,385 2,637,702
International equities 588,541 576,031
Fixed income 10,441,681 9,517,128
Total mutual funds 13,617,607 12,730,861
Bonds:
U.S. Treasuries 7,280,404 6,388,624
Domestic corporate bonds 15,836,366 17,391,658
International corporate bonds 3,936,228 3,330,033
Asset backed securities 1,765,681 1,709,678
Commercial mortgage-backed securities 1,802,426 1,821,097
Municipal bonds 814,233 814,233
Total bonds 31,435,338 31,455,323
Other investments total 49,505,463 48,468,129
Total investments 196,927,406 185,561,223

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

(b) Includes investments in limited partnerships and limited liability corporations invested in long stock
positions with short sales of stock and stock indexes, multi-strategy portfolios that seek to exploit
securities miss-pricings caused by mergers and acquisitions, spin-offs, reorganizations, and
bankruptcies.

(c) Includes investment through limited partnerships in underlying private equity partnerships invested in
debt securities, buyouts, and natural resources. The underlying investments are diversified by strategy,
fund, and vintage year.
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The Pace Fund contains various redemption restrictions with required notice periods. The following table
summarizes the composition of such investments by redemption provision and notice period at June 30,
2019:

Redemption Notice
provision period Amount
Commingled funds Daily 15 Days $ 16,098,646
30 Days 1,542,020
Monthly 20 Days 4,602,570
30 Days 1,951,500
Quarterly 60 Days 7,477,554
Alternative investments:
Emerging markets Monthly 33 Days 2,146,714
Event driven Quatrterly 65 Days 3,511,464
90 Days 3,549,096
Long/short equity and credit Lock-up 186,825
Private equity partnerships (including
distressed and real assets) llliquid 22,300,546

$ 63,366,935

The lock-up on certain funds totaling $186,825 does not expire until underlying investments are liquidated.

(6) Endowment Funds

The University’s endowment consists of 424 individual funds established either by donors (referred to as
donor-restricted funds) or by resources set aside by the Board to function as endowments (referred to as
board-designated endowment funds). Donor-restricted endowment funds are both those that provide a
perpetual source of support for the University’s activities and those that are restricted by donors for
investments to be made for specific purposes as required by U.S. 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. In making its determination to appropriate or accumulate, the University must act in good faith,
with the care that an ordinary prudent person in a like position would exercise under similar circumstances
considering all relevant factors at the time.
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Notes to Financial Statements
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Series 2005A Bonds, and (iv) pay the costs of issuance of the Series 2013A Bonds. At June 30, 2019 and
2018, $1,305,345 and $1,240,186, respectively, of unexpended funds from these bonds was included in
funds held by bond trustees in the Balance Sheets.

The Series 2013B Bonds (federally taxable) were issued on March 7, 2013 to (i) refund a portion of
$38,350,000 outstanding principal amount of DASNY’s Pace University Insured Revenue Bonds,

Series 2005B and (i) pay the costs of issuance of the Series 2013B Bonds. At June 30, 2019 and 2018,
$191,107 and $184,479, respectively, was included in funds held by bond trustees in the Balance Sheets.
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 22.0% per annum based on the University’s
current credit rating. The weighted average interest rate in 2019 for the Series 2013B Bonds was 3.3%.
The range of rates in 2019 was 3.1% to 3.5%.

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
issuance and interest costs during the construction period. At June 30, 2019 and June 30, 2018, there were
no funds held by bond trustees in the balance sheet related to the Series 2014A.

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 2019 for the Series 2014B Bonds was 2.1%. The range of rates in 2019 was 1.6% to 2.4%.
At June 30, 2019 and 2018, $37,378 and $84,671, respectively, was included in funds held by bond
trustees in the Balance Sheets 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 and WCLDC in any bond year for the principal.

Interest and fees incurred for the years ended June 30, 2019 and 2018 were $9,306,093 and $9,508,411,
respectively.

Financial Covenants DASNY Series 2013 and WCLDC Series 2014

Pursuant to the loan agreements related to the DASNY Series 2013 Revenue Bonds and 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. A Debt Service Coverage Ratio less than 1.00 as of any Calculation Date
or less than 1.10 for two consecutive years constitutes an Event of Default under the Master Trust
Indentures.

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

At June 30, 2019 and 2018, the University was in compliance with its financial debt covenant requirements.
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(14) 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, all postretirement healthcare and life insurance benefits coverage for employees hired after
October 1, 2000 has been eliminated.

The University reports the funded status of its postretirement plans on the Balance Sheets. The following
table provides a summary of this unfunded plan as of June 30, 2019 and 2018:

2019 2018
Change in benefit obligation:

Benefit obligation at beginning of year 65,759,242 73,805,483
Senvice cost 247,339 375,800
Interest cost 2,574,893 2,787,877
Participants’ contributions 831,918 747,016
Amendments (A) 732,278 (3,781,414)
Actuarial loss (gain) (B) 2,731,791 (3,765,544)
Benefits paid (6,004,355) (4,642,874)
Subsidies received 202,783 232,898
Benefit obligation at end of year 67,075,889 65,759,242

Change in plan assets:

Employer contribution (C) 4,969,654 3,662,960
Plan participants’ contributions 831,918 747,016
Benefits paid (C) (6,004,355) (4,642,874)
Subsidies received 202,783 232,898
Fair value of plan assets at end of year — —
Accrued postretirement health benefits obligation $ 67,075,889 65,759,242

(A) The Plan was amended on January 1, 2019 to increase the plan deductible and lower coinsurance
amounts at one of the options offered. In addition, premium rates for all other plan options were
reduced by 10%. The effect of these amendments was an increase to the accrued postretirement
obligation of $732,278 as of June 30, 2019. The amendments to the Plan effective July 1, 2018
included increased retiree contribution requirements and revised medical and prescription drug claim
reimbursements, which resulted in a reduction in the postretirement obligation of $3,781,414 as of
June 30, 2018.

(B) The actuarial loss in 2019 of $2,731,791 was primarily the result of the change in discount rate from
$4.25% to 3.5%, offset by favorable claims and contribution changes (experience gains).The actuarial
gain in 2018 of $3,765,544 was primarily the result of changes in the mortality scale and resulting
demographic gains offset by experience losses.
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As of June 30, 2019 and 2018, the items not yet recognized as net periodic postretirement benefit cost are
as follows:

2019 2018
Prior senice credit $ (9,840,984) (14,483,077)
Net loss 18,368,430 16,576,775
$ 8,527,446 2,093,698

The estimated prior service credit and net loss that will be amortized into net periodic benefit cost in 2020
are $3,821,712 and $1,659,696, respectively.

For measurement purposes, a 7.0% annual rate of increase in the medical per capita cost of covered
healthcare benefits was assumed for pre-age and post-age 65 coverage for the years ended June 30, 2019
and 2018, decreasing to 4.50% in 2024 and remaining at that level thereafter. The healthcare cost trend
rate assumption has a significant effect on the accrual. A 1.0% increase in the rate translates to an
increase in the accumulated postretirement benefit obligation and service and interest cost of $9,397,880
and $400,762, respectively, in 2019. A 1.0% decrease in the rate translates to a decrease in the
accumulated postretirement benefit obligation and service and interest cost of $7,574,607 and $318,989,
respectively, in 2019.

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
2020 5,356,024 (309,517) 5,046,507
2021 3,353,857 — 3,353,857
2022 3,424,652 — 3,424,652
2023 3,530,165 — 3,530,165
2024 3,599,005 — 3,599,005
2025 through 2029 18,291,122 — 18,291,122

The Plan does not include Medicare subsidy after 2020.
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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.

Subsequent Events

In accordance with ASC Subtopic 855-10, Subsequent Events, the University evaluated subsequent events
after the balance sheet date of June 30, 2019 through November , 2019, which was the date the financial
statements were issued, and determined that there were no additional matters required to be disclosed.
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