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PACE UNIVERSITY

Statements of Cash Flows

Years ended June 30, 2023 and 2022

2023 2022

Cash flows from operating activities:
Changes in net assets $ 65,941,867  (8,385,999) 
Adjustments to reconcile changes in net assets to net cash provided by operating activities:

Net (appreciation) depreciation in fair value of investments (25,616,305) 26,832,420  
Net depreciation in investments designated for construction 220,584  200  
Net (appreciation) depreciation in fair value in split-interest agreement investments (125,077) 206,217  
Investment return on funds held by bond trustee (119,095) (2,708) 
Change in value of split-interest agreement liabilities (51,134) 14,463  
Postretirement related changes other than net periodic pension cost (580,304) (10,831,708) 
Provision for doubtful student loans receivable (1,517,078) (2,564,944) 
Depreciation 19,142,400  19,150,134  
Amortization of asset retirement obligation 386,376  366,524  
Amortization of bond premium, net of bond discount accretion (285,188) (285,186) 
Amortization of bond issuance costs 144,608  144,606  
Reduction in the carrying amount of the right-of-use asset-operating leases 19,361,019  10,969,834  
Revenues restricted for permanent investment and capital (5,656,154) (5,884,184) 
Cash received from lease incentives 9,991,439  —  
Present value adjustment and allowance for uncollectible amounts for contribution receivable 3,325,379  —  
Changes in operating assets and liabilities:

Student accounts receivable 2,995,855  2,179,163  
Grants and other receivables (10,100,256) 585,408  
Prepaid expenses and other assets (1,765,528) (163,813) 
Contributions receivable (24,374,268) 4,048,801  
Noncapital accounts payable and accrued liabilities (910,594) (11,977,707) 
Deferred revenues and deposits 8,109,014  6,957,557  
Lease liabilities (7,633,717) (4,932,294) 
Asset retirement obligation —  (60,414) 
Accrued postretirement benefit obligation (3,059,537) (4,373,118) 
U.S. government grants refundable (982,924) (1,872,261) 

Net cash provided by operating activities 46,841,382  20,120,991  

Cash flows from investing activities:
Repayment of student loans, net of issuance 2,452,770  3,878,849  
Purchase of plant assets (42,159,899) (35,321,912) 
Decrease in capital accounts payable —  (3,856,897) 
Purchase of investments (119,116,490) (108,137,339) 
Proceeds from sale of investments 112,702,042  80,027,931  

Net cash used in investing activities (46,121,577) (63,409,368) 

Cash flows from financing activities:
Contributions received for capital projects and permanent investments 5,656,154  5,884,184  
Net increase in contribution receivable for permanent investments and capital projects (2,753,779) (772,326) 
Repayment of indebtedness (5,785,000) (5,560,000) 
(Decrease) increase in funds held by bond trustees (2,194) 6,685  

Net cash used in financing activities (2,884,819) (441,457) 

Net decrease in cash and cash equivalents (2,165,014) (43,729,834) 

Cash and cash equivalents at beginning of year 8,466,550  52,196,384  

Cash and cash equivalents at end of year $ 6,301,536  8,466,550  

Supplemental disclosure:
Interest paid $ 7,413,830  6,775,954  
Right-of-use asset obtained in exchange for operating lease liabilities at commencement 124,508,562  —  
Lease incentives included in operating lease right-of-use assets (1,749,622) —  
Increase in capital accounts payable 16,856,994  —  

See accompanying notes to financial statements.
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Board-designated endowments are resources set aside by the Board of Trustees (the Board) for an 

indeterminate period to operate in a manner similar to a donor’s restricted perpetual endowment. 

Because a board-designated endowment results from an internal designation, it can be spent upon 

action of the Board. 

Split-interest agreements are included in investments – endowment and other in the Balance Sheets 

but are considered nonpooled (nonendowment) investments. 

The investment and spending policies for the University’s endowment are discussed in note 5. 

The University maintains a significant portion of its endowment 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. 

(j) Investments – Designated for Construction 

Investments designated for construction are recorded at fair value and are board-designated funds 

primarily for the construction of a master plan for the campus located in New York City (the NY 

Master-Plan). The NY Master-Plan is designed to create new distinct locations for the Lubin School of 

Business (Lubin) and the Dyson College of Arts and Sciences (Dyson), create a new student center 

and a new exterior identity for the building at 1 Pace Plaza, and create new forms of learning and 

research spaces. 

(k) Student Loans Receivable 

Funds provided by the U.S. government under the Federal Perkins and Nursing Student Loan 

programs are loaned to qualified students. Such amounts may be loaned again after collection. These 

funds are ultimately refundable to the government and, therefore, are also presented in the Balance 

Sheets as a liability. Effective June 30, 2018, the Federal Perkins program was terminated by the 

U.S. government. As of June 30, 2023, the University has refunded $7,703,545 of the Federal Perkins 

Program to the U.S. government due to the termination of the Federal Perkins Program. 

(l) 





PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2023 and 2022 

 12 (Continued) 

related long-lived asset. Changes due solely to the passage of time (accretion of the discounted 

liability) are recognized as increases in the carrying amount of the liability and as an expense in the 

Statements of Activities. 

(p) Operations, Expense Recognition, and Allocation 

The Statements of Activities distinguishes between operating and nonoperating activities. Nonoperating 

activities principally include investment return in excess of (or less than) amounts authorized for 

spending by the University’s Board, investment return on funds held by bond trustees, and changes in 

postretirement health benefits obligation, including components of net periodic benefit costs other than 

the service cost component. 

The cost of providing the University’s programs and other activities is summarized on the functional 

basis in the Statements of Activities, and these functional classifications have been reconciled by their 

natural expense classifications in note 19. Expenses that can be identified with a specific program or 

support service are charged directly to that program or support service. Costs common to multiple 

functions have been allocated among the various functions benefitted using a reasonable allocation 

method that is consistently applied as follows: 

• Salary and wages, benefits, and payroll taxes are allocated based on the primary job description 

and work assignment of personnel. 

• Operations of plant and maintenance, depreciation, amortization, and interest are allocated on a 

square-foot basis dependent on the programs and supporting activities occupying the space. 

The basis of allocation is reviewed annually or when new space or programs are added. 

Fundraising costs are expensed as incurred, even though they may result in contributions received in 

the future years. The University generally does not conduct its fundraising activities in conjunction with 

its other activities. Advertising costs are also expensed as incurred. 

(q) Fair Value 

The University reports fair value measures of its financial assets and liabilities using a three-level 

hierarchy that prioritizes the inputs used to measure fair value. This hierarchy, established by 

U.S. GAAP, requires that entities maximize the use of observable inputs and minimize the use of 

unobservable inputs when measuring fair value. The asset’s or liability’s measurement within the fair 

value hierarchy is based on the lowest level of input that is significant to the measurement. The 

University applies the provisions of Financial Accounting Standards Board (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. 

The three levels of input used to measure fair value are as follows: 

• Level 1. Quoted prices for identical assets or liabilities in active markets to which the University has 

access at the measurement date. 
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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, 2023, the Pace Fund had 

commitments of $28,686,251 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, 2023. The University maintains sufficient liquidity 

in its portfolio to cover such calls. 

The current endowment spending appropriation is 4.0% 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, $7,637,154 and $7,620,452 of investment return was made 

available for the years ended June 30, 2023 and 2022, 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 $2,848,919 and $121,510 in fiscal years 2023 and 2022, respectively. 
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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: 

2023

Redemption Notice

provision period Amount

Commingled funds Daily 2 days $ 14,122,778  

Monthly 31 days 22,023,227  

Quarterly 60 days 4,139,205  

Alternative investments:

US Equity Quarterly 45 days 2,427,965  

Private equity partnerships (including

distressed and real assets) Illiquid 41,262,147  

$ 83,975,322  

 

2022

Redemption Notice

provision period Amount

Commingled funds Daily 2 days $ 13,909,724  

Monthly 31 days 18,353,114  

Quarterly 60 days 4,125,874  

Alternative investments:

Long/short equity and credit Lockup 18  

US Equity Quarterly 45 days 2,030,564  

Private equity partnerships (including

distressed and real assets) Illiquid 38,277,677  

$ 76,696,971  

 

(6) Endowment Funds 

The University’s endowment consists of 456 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. 
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June 30, 2022. The changes in split-interest agreements during the year ended June 30, 2023 and 2022 

include investment returns of $166,155 and $(180,953), respectively, and payment to beneficiaries of 

$47,125 and $37,739, respectively. 

Included in donor-restricted endowments at June 30, 2023 and 2022 are $13,588,905 and $12,594,094, 

respectively, of net assets expendable only for projects for the Lubin School of Business approved by the 

donors or the donors’ designee. 

Changes in endowment assets for the year ended June 30, 2023 were as follows: 

 

Changes in endowment assets for the year ended June 30, 2022 were as follows: 

Without donor With donor

restriction restriction Total

Endowment at June 30, 2021 $ 13,895,168  236,719,979  250,615,147  

Investment return:

Investment income 297,373  899,096  1,196,469  

Net appreciation in fair value of investments (1,736,585) (25,155,426) (26,892,011) 

Total return on investment (1,439,212) (24,256,330) (25,695,542) 
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There were no transfers between fair value hierarchy levels in 2023 and 2022. 

(9) Plant Assets 

Plant assets at June 30, 2023 and 2022 consist of the following: 
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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 (ii) pay the costs of issuance of the Series 2013B Bonds. At June 30, 2023 and 2022, 

$232,299 and $161,680, respectively, was included in funds held by bond trustees in the Balance Sheets. 

These amounts were held in cash equivalents and 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’s current credit rating. The weighted 

average interest rate in 2023 for the Series 2013B Bonds was 4.2%. The range of rates in 2023 was 2.1% 

to 5.7%. 

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, 2023 and 2022, there were no funds 

held by bond trustees in the Balance Sheets 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 and the bonds mature in 2044. The weighted average interest rate in 2023 for the 

Series 2014B Bonds was 3.1%. The range of rates in 2023 was 1.0% to 5.1%. At June 30, 2023 and 2022, 

$78,959 and $27,172, 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’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, 2023 and 2022 were $8,771,767 and $8,088,959, 

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, 2023 and 2022, the University was in compliance with its financial debt covenant requirements. 




















