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Independent Auditors’ Report 

The Board of Trustees 
Pace University: 

We have audited the accompanying balance sheets of P ace University (the University) as of June 30, 2008 
and 2007, and the related statements of changes in unrestricted net assets, changes in net assets, and cash 
flows for the years then ended. These financial stat ements are the responsibility of the University’ s 
management. Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance  with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain  reasonable assurance about 
whether the financial statements are free of material  misstatement. An audit includes consideration of 
internal control over financial reporting as a basis for d esigning audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the University’ s 
internal control over financial repor ting. Accordingly, we express no such  opinion. An audit also includes 
examining, on a test basis, evidence suppor ting the amounts and disclosures in the financial statements, 
assessing the accounting principles used and signifi cant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our aud its provide a reasonable 
basis for our opinion. 

In our opinion, the financial statements referred to  above present fairly, in all material respects, the 
financial position of Pace University as of June 30, 2008 and 2007, and the changes in its net assets and its 
cash flows for the years then ended in conformity with U.S. generally accepted accounting principles. 

As discussed in note 11 to the financial statements, the University adopted the provisions of Statement of 
Financial Accounting Standards No. 158, Employers’ Accounting for Defined Benefit Pension and Other 



PACE UNIVERSITY

Balance Sheets

June 30, 2008 and 2007

Assets 2008 2007

Cash and cash equivalents $ 2,390,699   4,167,250   
Short-term investments (notes 2 and 21) 38,622,089   32,822,808   
Student accounts receivable (net of allowance for doubtful accounts



PACE UNIVERSITY

Statements of Changes in Unrestricted Net Assets

Years ended June 30, 2008 and 2007

Total
Operating Nonoperating 2008 2007

Revenues:
Tuition and fees, net (note 16) $ 202,491,590   —    202,491,590   203,192,850   
Government grants and contracts 7,870,453   —    7,870,453   6,855,764   
State appropriations 1,388,076   —    1,388,076   1,333,838   
Contributions 1,178,379   —    1,178,379   1,706,067   
Investment return (note 3) 1,893,118   (754,403)  1,138,715   3,951,288   
Investment return on funds held by

bond trustees —    435,452   435,452   378,845   
Sales and services of auxiliary enterprises 30,243,213   —    30,243,213   26,899,643   
Other sources 9,562,803   —    9,562,803   9,273,924   
Net assets released from restrictions 8,674,370   —    8,674,370   10,808,698   

Total revenues 263,302,002   (318,951)  262,983,051   264,400,917   

Expenses (notes 17 and 19):
Instruction 108,394,210   —    108,394,210   115,492,408   
Research 2,420,618   —    2,420,618   2,245,638   
Academic support 35,761,162   —    35,761,162   36,978,171   
Student services 33,371,589   —    33,371,589   35,231,481   
Institutional support 49,074,090   —    49,074,090   56,489,505   
Auxiliary enterprises 37,801,776   —    37,801,776   33,908,092   

Total expenses 266,823,445   —    266,823,445   280,345,295   

Deficiency of revenues
over expenses (3,521,443)  (318,951)  (3,840,394)  (15,944,378)  

Unrealized depreciation in fair value of
derivative instrument (note 7) —    (3,922,931)  (3,922,931)  (309,930)  

Pension-related changes other than net periodic
pension cost (note 11) —    4,935,076   4,935,076   —    

Write-off of plant assets (note 5) —    —    —    (5,199,506)  
Loss on termination of lease (note 13) —    —    —    (4,213,965)  

(Decrease) increase in unrestricted
net assets before effect of
adoption of SFAS No. 158 (3,521,443)  693,194   (2,828,249)  (25,667,779)  

Effects of adoption of SFAS No. 158 (note 11) —    —    —    (1,155,155)  

(Decrease) increase in unrestricted
net assets $ (3,521,443)  693,194   (2,828,249)  (26,822,934)  

See accompanying notes to financial statements.
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PACE UNIVERSITY

Statements of Changes in Net Assets

Years ended June 30, 2008 and 2007

2008 2007

Decrease in unrestricted net assets $ (2,828,249)  (26,822,934)  

Changes in temporarily restricted net assets:
Private gifts and grants 10,736,760   12,536,612   
Investment return (note 3) (2,938,525)  17,789,974   
Change in value of split-interest agreements 5,711   197,989   
Net assets released from restrictions (8,674,370)  (10,808,698)  

(Decrease) increase in temporarily restricted
net assets (870,424)  19,715,877   

Changes in permanently restricted net assets:
Contributions 1,534,185   2,306,820   
Investment return (note 3) (18,179)  44,774   
Change in value of split-interest agreements (50,065)  36,819   
Interest on student loans, net of fees 815   (23,811)  

Increase in permanently restricted net assets 1,466,756   2,364,602   

Decrease in net assets (2,231,917)  (4,742,455)  

Net assets at beginning of year 187,600,787   192,343,242   
Net assets at end of year $ 185,368,870   187,600,787   

See accompanying notes to financial statements.
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PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2008 and 2007 

 6 (Continued) 

(1) Nature of Operations 

Pace University (the University) is an independent, coeducational, nonsectarian, not-for-profit institution 
of higher education with campuses in New York City and Westchester County. The University was 
founded in 1906 and was granted college status in 1948 by the New York State Board of Regents. It is 
exempt from Federal income taxes under the provisions of



PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2008 and 2007 
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Conditional promises to give are not recognized until  they become unconditional, that is when the 





PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2008 and 2007 
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(k) Accounting for Uncertainty in Income Taxes 

In June 2006, the FASB issued Interpretation No. 48 (FIN 48), Accounting for Uncertainty in Income 
Taxes, an interpretation of FASB Statement No. 109. FIN 48 addresses the accounting for 
uncertainties in income taxes recognized in an or ganization’s financial statements and prescribes a 
threshold of more-likely than-not for recogn ition and de-recognition of tax positions taken or 
expected to be taken in a tax return. FIN 48 also provides related guidance on measurement, 
classification, interest and penalties, and discl



PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2008 and 2007 
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The University invests in various investment securiti es. 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 po ssible that changes in the values of  investment securities will occur in 
the near term and that such changes could materia lly affect the amounts reported in the balance sheet. 

The following table summarizes the composition of investments at J une 30, 2008 and 2007: 

Fair value
2008 2007

Cash and cash equivalents $ 1,293,304   10,063,143   
Common stocks 1,334,078   769,937   
Mutual funds 4,818,595   5,344,262   
Hedge funds 76,087,093   69,767,684   
Alternative investments 37,890,187   41,314,140   
U.S. government bonds 676,146   724,847   
Municipal bonds 783,756   789,572   

$ 122,883,159   128,773,585   
 

Alternative investments represent limi ted partnerships and similar interests held by the University that 
follow a variety of investment strategies. Terms and conditions of these investments, including liquidity 



PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2008 and 2007 



PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2008 and 2007 

 12 (Continued) 

Temporarily Permanently
Unrestricted restricted restricted Total

2007:
Dividends and interest on

investments (net of
expenses of $292,306) $ 2,141,489   1,151,349   2,891   3,295,729   

Net appreciation in fair value
of investments 1,809,799   16,638,625   41,883   18,490,307   

Total return on
investments 3,951,288   17,789,974   44,774   21,786,036   

Investment return
approp riated for operations 2,597,678   2,957,143   —    5,554,821   

Excess of total
return on
investments



PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2008 and 2007 
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(5) Plant Assets 

Plant assets at June 30, 2008 a nd 2007 consist of the following: 

2008 2007

Land $ 11,285,093   11,285,093   
Land improvements 6,181,935   6,181,935   
Buildings and building improvements 292,315,606   290,681,894   
Furniture and equipment 65,754,096   64,447,257   
Library books 965,417   932,111   

Total 376,502,147   373,528,290   

Less accumulated depreciation (115,236,069)  (104,418,473)  
$ 261,266,078   269,109,817   

 

During 2007, the University engaged a third-party a ppraisal company to perform, under the University’s 
supervision, a physical inventory of its furniture and e quipment. As a result of such physical inventory, the 
University recorded a write-off of furniture and equipment of approximately $5.2 million, which is 
reported as a nonoperating charge in the accompanying st atement of changes in unrestricted net assets for 
the year ended June 30, 2007. As further discusse d in note 13, in 2007, the University wrote off 
$1.5 million of leasehold improvements rela ting to the termination of a lease. 

Included in buildings and building improvements at June 30, 2008 and 2007 is $16,226,522 relating to a 
building received in exchange for use of land. See not e 9 for a discussion on the Judicial Training Institute. 
Buildings and building improvements at June 30, 2008 and 2007 also include $974,743 of asset retirement 
costs capitalized under FIN 47. Additionally, included  in furniture and equipment at June 30, 2008 and 
2007 is telephone equipment under capital leases of $3,798,524. 

(6) Notes Payable 

During 2007, the University had use of a $25 milli on unsecured working capital line of credit, which 
expired June 30, 2007. During 2 007, interest on borrowings under th is facility amounted to $331,285. 

The University had a revolving financing agreement with Sallie Mae, Inc., to fund its School as Lender 
Program, a program designed to provide financial assi stance in the form of lo ans to graduate students 
(Student Loans). The University ceased awarding Sch ool-As-Lender loans to new students as of the Spring 
2007 semester. All outstanding amounts were secured by  Student Loans owned by the University. Under 
this agreement, the University sold and Sallie Mae, Inc. was obligated to purchase all the Student Loans 
owned by the University within 90 days from the da te the Student Loans were made. The proceeds from 
the sale of the Student Loans were applied to any outstanding principal balanc e under the revolving finance 
agreement. Under the University’ s semester schedul e, no principal outstanding under the revolving 
financing agreement should exceed 180 days. 



PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2008 and 2007 
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The outstanding balance under this agreement was $750,562 as of June 30, 2007. Interest expense for the 
years ended June 30, 2008 and 2007 was $18,073 and $53 7,190, respectively. Student Loans issued under 
this program of $336,699 were outstanding at June  30, 2007, securing the outstanding principal balance 
under the revolving finance agreement. The unused por tion under this line of credit at June 30, 2008 and 
2007 was $30,000,000 and $29,249,438, respectively. This  line of credit was discontinued subsequent to 
June 30, 2008. 

(7) Long-Term Debt 

Long-term debt at June 30, 2008 a nd 2007 consists of the following: 

2008 2007

Long-term debt of the Dormit ory Authority of the State of
New York (DASNY or the Authority) (a):

Revenue Bonds, Pace University issue, $73,975,000,
Series 2005A, due serially to 2029 at a variable rate
subject to weekly reset in the auction market $ 73,975,000   73,975,000   

Revenue Bonds, Pace University issue, $42,500,000,
Series 2005B, due serially to 2035, at a variable rate
subject to weekly reset in the auction market 42,500,000   42,500,000   

Revenue Bonds, Pace University issue, $26,075,000,
Series 2000, due serially to 2029 at interest rates
ranging from 4.75% to 5.88% per annum, plus
unamortized original issue premiu m 2,503,083   2,506,353   

Revenue Bonds, Pace University issue, $60,000,000,
Series 1997, due serially to 2026 at interest rates
ranging from 5% to 5.75% per annum, net of
unamortized original issue discount 8,253,988   8,241,235   

Unsecured long-term taxable not es payable, due serially to
2037 at a variable interest rate (b) 62,000,000   62,000,000   

Other debt 1,819,277   2,798,894   
Total long-term debt $ 191,051,348   192,021,482   

 

(a) The Series 2005A insured revenue bonds were issu



PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2008 and 2007 
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In May 2005, the University entered into a floa ting-to-fixed-rate swap ag reement (the Derivative 
Instrument) as a hedge on a portion of its DASNY  Series 2005A insured revenue bonds. Under the 
Derivative Instru ment, on a monthly settlement the University receives 59% of one-month London 
Interbank Offered Rate (LIBOR) plus  32 basis points (1.77% at June 30, 2008) and pays a fixed rate 
of 3.303% on the notional amount ($73,975,000 as of June 30, 2008 and 2007) through June 2029. 
The University has the option to terminate the Deriva tive Instru ment at its discretion. A payment will 
either be received or paid by the University depe nding on the long-term interest rate environment at 
the time of termination. The counterparty has the opti on to terminate the Derivative Instrument if the 



PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2008 and 2007 
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(b) To support its operations and repay an outstanding line of credit, during 2006 the University issued a 
series of unsecured long-term taxa ble notes aggregating $62 million. The notes bear interest at the 
one-month adjusted LIBOR as defined in the Trust Indenture and mature on July 1, 2037. For the 
12 monthly settlements in 2008, the University pa id a rate of One-Month LIBOR plus 200 basis 
points. Over the next nine years (through July 1, 2017), the premium to LIBOR can fluctuate within 
a range of 150 to 250 basis points depending on th e rating on the University’s long-term debt. The 
applicable margin will then change after July 1,  2017 per the Trust Indenture. The notes may be 
redeemed, at a premium ranging from 100.5-102.0%, from July 1, 2012 through June 30, 2017. The 
weighted average interest rate in 2008 and 2007 wa s 6.3% and 7.3%, respectiv ely. The range of rates 
in 2008 and 2007 was 4.5-7.8% and 6.8-7.3%, respectively. 

Interest incurred for the years ended June 30, 2008 and 2007 was $11,898,055 and $8,090,264, 
respectively. 

Financial Covenants DASNY Series 2005 

Pursuant to the June 1, 2005 loan agreements related to the DASNY Series  2005 insured revenue bonds, 
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Notes to Financial Statements 

June 30, 2008 and 2007 
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(8) Debt Service – Long-Term Debt 

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

Taxable
notes

Long-term Bonds and capital
debt to payable to lease
DASNY HUD obligations Total

Year ending June 30:
2009 $ 2,210,000   105,000   1,717,450   4,032,450   
2010 3,230,000   108,000   1,508,503   4,846,503   
2011 3,985,000   144,000   1,305,000   5,434,000   
2012 4,200,000   89,000   1,400,000   5,689,000   
2013 4,395,000   91,000   1,495,000   5,981,000   

 

(9) 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 
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(10) Retirement and Deferred Compensation Plans 

The University has defined contribution retirement a nnuity plans with Teachers’ Insurance and Annuity 
Association of America and College Retirement Equitie s Fund, Fidelity Investments, and T. Rowe Price 
which cover substantially all full-time employees. The University makes annual plan contributions, which 
are vested immediately for the benefit of the participan ts. The University’s contributions under the plan for 
the years ended June 30, 2008 and 2007 amounted to $7,743,118 and $7,911,606, respectively. 

The University offered a deferred compensation plan to substantially all full-time employees. Amounts 
deferred are invested by the University in consultatio n with the participant. Such amounts consist of cash 
and cash equivalents and mutual funds and are incl uded in investments ($321,249 in 2008 and $3,406,753 
in 2007) in the accompanying balance sheets and continue  to be the assets of the University subject to 
claims of its creditors. The University’s liability un der the plan at June 30,  2008 and 2007 amounted to 
$270,909 and $3,379,253, respectively,  and is reflected in the accompan ying balance sheets. Contributions 
to this plan have been limited since the enactment of the Tax Reform Act of 1986. 

(11) 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 eligib le for these benefits if they retire while working 
for the University. Benefits and eligibility may be m odified from time to time. In accordance with the 2001 
plan amendment, postretirement healthcare and life in surance benefits coverage for employees hired after 
October 1, 2000 has been eliminated. 
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Effective June 30, 2007, the University adopted SFAS No. 158, Employers’ Accounting for Defined 
Benefit Pension and Other Postretirement Plans, which requires that the funded status of such plans be 
fully reflected on the balance sheet . The following provides a summary of this unfunded plan as of 
June 30, 2008 and 2007: 

2008 2007

Change in benefit obligation:
Benefit obligation at beginning of year $ 59,433,640   55,832,624   
Service cost 700,729   714,264   
Interest cost 3,711,128   3,786,788   
Plan participant’s contributions 107,729   7,158   
Amendments —    (5,070,140)  
Actuarial (gain) loss (6,110,730)  6,456,002   
Benefits paid (2,738,836)  (2,293,056)  
Subsidies paid 143,834   —    

Benefit obligation at end of year 55,247,494   59,433,640   

Change in plan assets:
Employer contribution 2,487,273   2,285,898   
Plan participant’s contributions 107,729   7,158   
Benefits paid (2,738,836)  (2,293,056)  
Subsidies paid 143,834   —    

Fair value of plan assets at end of year —    —    
Accrued post retirement benefit oblig
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As of June 30, 2008 and 2007, the items not yet recogni zed as net periodic postretirement benefit cost are 
as follows: 

2008 2007

Prior service credit $ (8,612,849)  (10,339,803)  
Net loss 4,832,928   11,494,958   

$ (3,779,921)  1,155,155   
 

The total of $1,155,155 appeared on the fiscal year 2 007 statement of changes in unrestricted net assets as 
the effect of adoption of SFAS No. 158, decreasing unrestricted net assets. 

The estimated prior service credit and net loss that will be amortized into net periodic benefit cost in 2009 
are $(1,726,954) and $0, respectively. 

For measurement purposes, an 8.25% annual rate of increase in the medical per capita cost of covered 
healthcare benefits was assu med for pre-age and post-age 65 coverage fo r the year ended June 30, 2008, 
decreasing to 4.5% in 2014 and remaining at that level thereafter. The healthcare cost trend rate 
assu mp tion has a significant effect on the accrual. A 1% in crease in the rate translat es to an increase in the 
accumulated postretirement benefit obligation and servi ce and interest cost of $6,526,827 and $624,502, 
respectively, in 2008. A 1% decrease in the rate translates to a decrea se in the accumulated postretirement 
benefit obligation and service and interest cost of $5,393,833 and $501,144, respectively, in 2008. 

2008 2007

Benefit obligation weighted average assump tions
as of June 30, 2008 and 2007:

Discount rate 7.25% 6.40%

Benefit cost weighted average assump tions for the years
ended June 30, 2008 and 2007:

Discount rate 6.40 6.50
 

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

Before After
Medicare Medicare Medicare
subsidy subsidy subsidy

2009 $ 3,507,592   329,874   3,177,718   
2010 3,838,229   366,548   3,471,681   
2011 4,079,671   405,590   3,674,081   
2012 4,302,404   442,119   3,860,285   
2013 4,489,191   483,474   4,005,717   
2014 through 2018 24,715,192   2,838,136   21,877,056   
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The Medicare Prescription Drug, Improvement, and Modern ization Act of 2003 is reflected assu ming that 
the University will continue to provide a prescription drug benefit to plan participants that is at least 
actuarially equivalent to Medicare Part D. 

(12) Asset Retirement Obligations 

As discussed in note 2, effective July 1, 2005, the University adopted the provisions of FIN 47. Upon 
implementation of FIN 47, the University recorded conditional asset retirement obligations primarily for 
removal and/or abatement of certain building asbestos . Asset retirement obligations at June 30, 2008 and 
2007 amounted to $3,331,298 and $3,145,593, respectively. 

(13) Operating Leases 

The University leases office, student housing, and cl assroo m space under several l ease agreements expiring 
at various dates through October 31, 2021. The minimu m annual rentals in connection with such leases are 
as follows: 

Amount

Year ending June 30:
2009 $ 20,467,575   
2010 16,462,131   
2011 16,755,759   
2012 15,279,606   
2013 12,262,406   
2014 and thereafter 70,364,260   

$ 151,591,737   
 

Total rental expense for the years ended J une 30, 2008 and 2007 was $15,673,171 and $14,023,270, 
respectively. Included in accounts payable and accr ued liabilities is a deferred rent obligation of 
$3,555,196 and $3,325,296 at June 30, 2008 and 2007, respectively, which represents straight-lining the 
total minimu m lease payments over the lease terms. 

On June 14, 2007, the University entered into a lease termination agreement with one of its landlords and 
incurred a loss of $4.2 million, consisting of the amount due to the landlord upon termination of 
$2.7 million and the write-off of unamortized leasehold improvements of $1.5 million. The loss is reported 
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(14) Self-Insurance 

For the year ended June 30, 2007, the University ha d a self-insurance plan for employee medical benefits, 
exclusive of those benefits provided by Health Ma intenance Organizations (H MOs). Under the provisions 
of this plan, insurance carriers provided claims processing and administrative functions, as well as 
stop-loss coverage for claims (on a calendar-year ba sis) in excess of $11,739,919 for the year ended 
December 31, 2007. The expense for this program fo r the year ended June 30, 2007 was approximately 
$8,593,000. A liability for claims incurred but not re ported of approximately $1, 157,000 as of June 30, 
2007 is included in accounts payable and accrued lia bilities in the accompanying 2007 balance sheet. The 
University discontinued its program effective June 30, 2007. The University has a fully insured medical 
plan with Oxford Health Plans, a United H ealthCare company effective July 1, 2007. 

(15) Temporarily and Permanently Restricted Net Assets 

Temporarily restricted net assets at June 30, 2008  and 2007 are available to suppor t the following areas: 

2008 2007

Instruction $ 26,906,980   23,468,994   
Research 1,260,595   1,609,047   
Academic suppo r t 22,055,508   21,778,783   
Student activities 285,701   367,354   
Institutional suppo r t 4,832,933   10,656,192   
Capital projects 2,185,459   1,807,310   
Scholarships 7,260,793   5,378,644   
Contributions receivable 8 ,459,932   9,057,712   
Split-interest agreements 692,472   686,761   

$ 73,940,373   74,810,797   
 

Certain temporarily restricted net assets available to support the Lubin School of Business are expendable 
only for projects approved by the donor’s designee. 

Permanently restricted net assets at June 30, 2008 and 2007 are restricted to investment in perpetuity, with 
investment return principally available to supp ort scholarships and fellowships, academic programs, 
academic chairs, and capital improvements. 

(16) 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 $69,642,787 and $55,600,216 for the years ended June 30, 2008 
and 2007, respectively. 
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