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PACE UNIVERSITY
Statements of Activities

Years ended June 30, 2020 and 2019

2020
Without donor With donor
restrictions restrictions

$ 288,872,278 —
13,000,492 —

Total

288,872,278
13,000,492

Without donor
restrictions

281,339,586

2019
With donor
restrictions

Total

281,339,586



PACE UNIVERSITY
Statements of Cash Flows

Years ended June 30, 2020 and 2019

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash provided by operating activities:
Net appreciation in fair value of investments
Net depreciation (appreciation) in investments designated for construction
Net depreciation (appreciation) in fair value in split-interest agreement investments
Investment return on funds held by bond trustee
Change in value of split-interest agreement liabilities
Postretirement related changes other than net periodic pension cost
Provision for doubtful student loans receivable
Deferred rental revenue
Depreciation
Amortization of asset retirement obligation
Amortization of bond premium, net of bond discount accretion
Amortization of bond issuance costs
Revenues and losses restricted for permanent investment and capital
Changes in operating assets and liabilities:
Student accounts receivable, net of allowance
Government grants and other receivables
Prepaid expenses and other assets
Contributions receivable, net
Noncapital accounts payable and accrued liabilities

2020

16,322,049

(7,190,061)
6,243
57,732
(53,369)
(20,501)
(360,007)
40,628
(944,196)
19,426,505
353,123
(285,186)
144,606
(5,177,501)

(2,702,585)
1,318,526
(247,561)
3,217,202

(88,109)

2019

12,077,336

(13,787,376)
(7,461)
(22,294)
(75,315)
(29,411)
6,433,748
158,077
(944,197)
19,180,298
408,238
(285,187)
144,607
(5,923,647)

(1,110,295)
(423,549)
(1,914,095)
(995,279)
2,218,744
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

The COVID-19 pandemic has negatively affected national, state, and local economies and global financial
markets, and the higher education landscape in general. While the financial impact on the University
cannot be quantified at this time, the pandemic may have a material adverse effect on the current and
future financial profile and operating performance of the University. The University continues to monitor the
course of the pandemic and is prepared to take additional measures to protect the health of the University
community and promote the continuity of its academic mission.

In conjunction with the public health and economic impacts of COVID-19, U.S. Congress passed the
Coronavirus Aid, Relief, and Economic Security (CARES) Act on March 27, 2020. The CARES Act Higher
Education Emergency Fund (HEERF) included provisions to provide financial support to colleges and
universities with 90% of these funds going directly to the institutions. Colleges and universities were
mandated to use at least 50% of their allotment for direct emergency aid to students. The University § total
CARES Act allocation received was $8,562,106, in two separate tranches, $4,281,053 received on April 28,
2020 and $4,281,053 received on May 11, 2020. The first tranche has been disbursed to eligible students.
The second tranche is currently being disbursed as financial assistance to the University § students and as
of November 19, 2020, $1,531,679 hasbeen GLVEXUVHG ZL W Ks inténtHtogantinGel to didbae
the full remaining balance to its students.

Summary of Significant Accounting Policies
The significant accounting policies followed by the University are described below:

(a) Basis of Presentation

The University § financial statements are prepared on the accrual basis of accounting in accordance
with generally accepted accounting principles promulgated in the United States of America

(U.S. GAAP) for not-for-profit entities. Net assets are presented either as net assets without donor
restrictions or as net assets with donor restrictions.

Net assets without donor restrictions are available to support the University
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

In accordance with ASU No. 2014-15, Disclosure of Uncertainties about an Entity § Ability to Continue
as a Going Concern, management has evaluated the University § ability to continue as a going concern
and has determined that there are no conditions or events that raise substantial doubt about the
University § ability to continue as a going concern for a period of one year after the date that these
financial statements were issued.

(b) Accounting Estimates

The preparation of 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 financial statements and the reported amounts of
revenues and expenses during the reporting period. On an ongoing basis, the University §
management evaluates the estimates and assumptions based on historical experiences and various
other factors and circumstances. University management believes that the estimates and assumptions
are reasonable; however, the actual results could differ from those estimates.

Significant estimates made in the preparation of these financial statements include the fair value of
investments, accrued postretirement benefit obligation, allowance for student accounts and
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

Student Tuition and Fees

Revenue from student education, residence, and dining services is determined based on published
rates and is billed and reflected net of reductions from institutional student aid, which may be funded by
endowment funds or other institutional resources. Such revenue is recognized as the services are
provided over the academic year, which generally aligns with the University { fiscal year. Payments for
student services received prior to the commencement of each academic term are reported as student
deposits to the extent services will be rendered in the following fiscal year.

Student Accounts Receivable

Student accounts receivable are unsecured noninterest-bearing amounts from students for their tuition,
housing, and fees due to the University. Management has established an allowance for doubtful
accounts for outstanding balances deemed to be uncollectible. The allowance for uncollectible student
accounts receivable is based on management § evaluation of individual student accounts, established
payment terms, and historical trends.

Government Grants and Contracts

Government grants and contracts are generally considered conditional contributions, as the
agreements generally include a barrier that must be overcome and either a right of return of assets
transferred or a right of release of a promisor § obligation to transfer assets. The presence of both a
barrier and a right of return or right of release indicates that what a recipient promises to give are not
recognized until they become unconditional, that is, when the barrier(s) in the agreement are
overcome. Grant revenue from federal agencies is subject to independent audit under the Office of
Management and Budget § audit requirements for federal awards and review by grantor agencies. The
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

above table excludes donor-restricted and board-designated endowment funds because it is the University
management § intention to invest those resources for the long-
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

(5) Investments and Investment Return
The following table summarizes the composition of investments at June 30:

2020
Pace Fund:
Cash and cash equivalents $ 17,190,847
Common stocks 24,730,196
Mutual funds:
Domestic equities 40,619,556

15

2019

11,855,066
28,351,792

37,006,515

(Continued)






PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

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 has an investment policy specific to its endowment fund, which is monitored by the
Investment Committee of the Board. The investment policy describes the objective for the fund and sets
ranges for asset allocation. The object of the endowment fund is to earn the highest possible total return
consistent with a level of risk suitable for these assets. At a minimum, long-term rates of return should be
equal to an amount sufficient to maintain the purchasing power of the endowment fund assets, to provide
necessary capital to fund the spending policy, and to cover the costs of managing the endowment fund
investments. The desired minimum rate of return is equal to the Consumer Price Index plus 500 basis
points on an annualized basis. Actual returns in any given year may vary from this amount. In light of this
return requirement, the portfolio is constructed using a total return approach with a significant portion of the
funds invested to seek growth of principal over time. The assets are invested for the long term, and a
higher short term volatility in these assets is expected and accepted. The University limits its investments in
commingled funds and so-called alternative investments. 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 and semi-monthly liquidity. Alternative
investments are either nonredeemable or can have limited liquidity. Individual investment holdings within
commingled funds and alternative investments may be invested in both publicly traded securities and less
liquid securities. The net asset values of commingled funds and alternative investments are reviewed and
evaluated by management. Because commingled funds and alternative investments do not have readily
determinable fair 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.

Under the terms of certain limited partnership agreements, the University is obligated to periodically
advance additional funding for its limited partnership investments. At June 30, 2020, the Pace Fund had
commitments of $20,301,744 for which capital calls had not been exercised. This amount has not been
recorded as a liability in the Balance Sheet as of June 30, 2020. The University maintains sufficient liquidity
in its portfolio to cover such calls.

The current endowment spending appropriation is 4.5% of the moving average fair value of the endowment
fund investments for the prior 12 quarters. In establishing this policy, the University considers the long term
expected return on its endowment fund investments and sets the rate with the objective of maintaining the
purchasing power of its donor-restricted perpetual endowment funds over time.

In accordance with the above spending rate, $6,220,439 and $6,172,920 of investment return was made
available for the years ended June 30, 2020 and 2019, respectively, to support operations of the University.

There was an investment gain from nonpooled investments, cash and cash equivalents, and investments
designated for construction of $1,354,665 and $1,731,877 in fiscal years 2020 and 2019, respectively.
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

The Pace Fund contains various redemption restrictions with required notice periods. The following tables
summarize the composition of such investments by redemption provision and notice period at June 30:

2020
Redemption Notice
provision period Amount
Commingled funds Daily 15 Days $ 15,470,745
30 Days 1,260,093
Quarterly 60 Days 9,411,384
Alternative investments:
Emerging markets Monthly 33 Days 1,301,835
Event driven Quarterly 65 Days 3,530,395
90 Days 3,599,697
Long/short equity and credit Lockup 97,426
Private equity partnerships (including
distressed and real assets) lliquid 23,258,841

$ 57,930,416

The lockup on certain funds totaling $97,426 does not expire until underlying investments are liquidated.

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 Quarterly 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.
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

Changes in endowment assets for the year ended June 30, 2020 were as follows:
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

2019
Level 1 Level 2 Level 3 Total
Investments:

Cash and cash equivalents $ 3,773,640 2 2 3,773,640

Common stocks 673,978 4,900 2 678,878

Mutual funds:

Domestic equities 2,587,385 2 2 2,587,385
International equities
There were no transfers between fair value hierarchy levels in 2020 and 2019.
(9) Plant Assets
Plant assets at June 30, 2020 and 2019 consist of the following:
2020 2019
Land $ 12,453,325 12,453,325
Land improvements 1,508,920 1,508,920
Buildings, leaseholds, and improvements 498,205,897 490,203,749
Construction in progress 19,782,374 7,682,949
Furniture and equipment 105,860,305 103,101,349
Library books 769,614 769,614
Total 638,580,435 615,719,906
Less accumulated depreciation (211,934,156) (194,202,865)
$ 426,646,279 421,517,041
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

Construction in progress primarily consists of amounts expended for the construction of the NY
Master-Plan, which was primarily funded by restricted contributions and proceeds received from the sale of
106 Fulton Street in 2017, and therefore, no interest was capitalized for the years ended June 30, 2020 and
20109.

Included in buildings, leaseholds, and improvements at June 30, 2020 and 2019 is $16,226,522 relating to
a training facility received in exchange for use of land. See note 13 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 § discretion. However, the University has an option to convert the line into a four-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. There was no amount outstanding under the line of credit as of June 30, 2020. The
University had an outstanding balance of $5.0 million under the line of credit as of June 30,

25 (Continued)



PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

(11) Long-Term Debt
Long-term debt at June 30 consists of the following:

2020 2019

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

Rewvenue Bonds, Pace Uniwersity issue, $95,840,000,
Series 2013A, due serially to 2042 at an effective fixed
rate of 4% per annum, plus unamortized premium
of $6,689,118 and $6,995,490 and less
unamortized prepaid bond issue costs of
$1,227,730 and $1,283,962 at June 30, 2020
and 2019, respectively $ 77,671,388 81,456,528

Rewvenue Bonds, Pace Uniwersity issue, $19,670,000,
Series 2013B, due serially to 2035, at a variable rate
subject to weekly reset in the auction market, less
$192,878 and $205,881 unamortized prepaid bond issue
costs at June 30, 2020 and 2019, respectively 15,157,122 15,844,119

Westchester County Local Development Corporation
(WCLDC):

Revenue Bonds, Pace Uniwersity issue, $85,665,000,
Series 2014A, due serially to 2042 at an effective fixed
rate of 5% per annum through May 2034 increasing
to a rate of 5.5% to maturity, less unamortized
discount of $460,782 and $481,968 and unamortized
prepaid bond issue costs of $1,456,581 and $1,523,550
at June 30, 2020 and June 30, 2019, respectively 83,747,637 83,659,482

Rewvenue Bonds, Pace Uniwersity issue, $14,925,000
Series 2014B, due serially to 2044 at a variable rate
subject to weekly reset in the auction market, less
$199,557 and $207,959 unamortized prepaid bond
issue costs at June 30, 2020 and 2019, respectively

Debt issuance costs of $3,076,746 and $3,221,352 are reported as a reduction of long-term debt on the
Balance Sheets at June 30, 2020 and 2019, respectively.

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 § facilities, (ii) refund a
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

Series 2005A Bonds, and (iv) pay the costs of issuance of the Series 2013A Bonds. At June 30, 2020 and
2019, $1,184,922 and $1,305,345, respectively, of unexpended funds from these bonds was included in
funds held by bond trustees in the Balance Sheets. Of these amounts, $574,978 and $716,465 were held
in cash equivalents with the remaining balance invested in fixed-income securities (consisting of

U.S. Treasury notes) with maturities of less than one year.

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 § Pace University Insured Revenue Bonds,

Series 2005B and (ii) pay the costs of issuance of the Series 2013B Bonds. At June 30, 2020 and 2019,
$207,284 and $191,107, respectively, was included in funds held by bond trustees in the Balance Sheets.
Of these amounts, $86,104 and $76,712 were held in cash equivalents with the remaining balance invested
in fixed-income securities (consisting of U.S. Treasury notes) with maturities of less than one year. 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 §
current credit rating. The weighted average interest rate in 2020 for the Series 2013B Bonds was 3.0%.
The range of rates in 2020 was 1.7% to 7.0%.

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 § facilities, and (ii) fund the costs of
issuance and interest costs during the construction period. At June 30, 2020 and June 30, 2019, 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 § 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 2020 for the Series 2014B Bonds was 2.1%. The range of rates in 2020 was 1.0% to 7.4%.
At June 30, 2020 and 2019, $46,615 and $37,378, respectively, was included in funds held by bond
trustees in the Balance Sheets and consisted of construction funds. These amounts were held in cash
equivalents.

The Series 2013 and 2014 Revenue Bonds are secured by mortgages on certain of the University §
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.

27 (Continued)



(12)

(13)

PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

The University § 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, 2020 and 2019, the University was in compliance with its financial debt covenant requirements.

Debt Service zLong -Term Debt

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

DASNY Bonds WCLDC Bonds
Principal Interest Principal Interest Total
Year ending June 30:
2021 4,415,000 4,062,590 2 5,044,325 13,521,915
2022 5,560,000 3,848,782 2

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 § 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. As a result of the assignment, the loan agreement between the Authority and the University is
without recourse to the University, and the University § repayment obligations 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 financial statements.

The University recorded the cost of the training facility of $16,208,704 as deferred rental revenue. The
deferred rental revenue is recognized on a straight-line basis over the life of the related lease, May 1, 2003
through June 30, 2020. At June 30, 2020 and 2019, deferred rental revenue of $0 and $944,196,
respectively, is included in the Balance Sheets. For each of the years ended June 30, 2020 and 2019,
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Notes to Financial Statements
June 30, 2020 and 2019

deductible and lower coinsurance amounts for 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 in the
postretirement obligation of $732,278 as of June 30, 2019.

(B) The actuarial loss in 2020 of $5,025,669 was primarily the result of a mid-year discount rate change
from 3.5% to 3.25% when the plan change was measured and the year-end discount rate change from
3.25% to 2.7%. The loss was partially offset by a change in mortality table and scale. The actuarial loss
in 2019 of $2,731,791 was primarily the result of change in the discount rate from 4.25% to 3.5%, offset
by favorable claims and contribution changes (experience gains).

(C) The decrease in employer contribution was the result of the decrease in benefit claims paid during
2020.

The net periodic postretirement benefit expense (credit) includes the following components:

2020 2019
Net periodic benefit cost (credit):
Senice cost $ 272,887 247,339
Interest cost 2,097,806 2,574,893
Amortization of prior senice credit (5,031,097) (3,909,814)
Amortization of net loss 1,800,489 940,135
Total net periodic benefit credit $ (859,915) (147,447)
The discount rates were as follows:
2020 2019
Benefit obligation weighted average assumptions as of
June 30, 2020 and 2019:
Discount rate 2.70% 3.50%
Benefit cost weighted average assumptions for the years
ended June 30, 2020 and 2019:
Discount rate * 3.5%/3.25% 4.25%

* A 3.5% rate was used for July 1, 2019 through December 31, 2019. A 3.25% rate was used
for January 1, 2020 through June 30, 2020 to reflect the applicable rate at January 1, 2020, the
date the plan changes were implemented.

30 (Continued)



PACE UNIVERSITY
Notes to Financial Statements
June 30, 2020 and 2019

Other changes in postretirement benefit obligations recognized in net assets without donor restriction
include the following components:

2020 2019
New prior senice (credit) cost $ (8,616,284) 732,278
Actuarial net loss 5,025,669 2,731,791
Amortization of prior senice credit 5,031,097 3,909,814
Amortization of net loss (1,800,489) (940,135)
$ (360,007) 6,433,748

As of June 30, 2020 and 2019, the items not yet recognized as net periodic postretirement benefit cost are
as follows:

2020 2019
Prior senice credit $  (13,426,171) (9,840,984)
Net loss 21,593,610 18,368,430
$ 8,167,439 8,527,446

The estimated prior service credit and net loss that will be amortized into net periodic benefit cost in 2021
are $(6,253,772) and $2,242,889, respectively.

For measurement purposes, a 6.5% and 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, 2020 and 2019, respectively, and then 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 $9,084,201 and $373,456, respectively, in 2020. A 1.0% decrease in the rate
translates to a decrease in the accumulated postretirement benefit obligation and service and interest cost
of $7,290,549 and $295,528, respectively, in 2020.

Projected plan benefit payments for each of the next five fiscal years and the five years thereafter are as
follows:

2021 $ 2,928,464
2022 3,028,353
2023 3,131,222
2024 3,199,881
2025 3,238,457
2026 through 2030 16,084,501
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(15) Defined -Contribution Retirement Plan
The University has a defined-
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(18) Leases
The
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