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PACE UNIVERSITY

Balance Sheets

June 30, 2011 and 2010

Assets 2011 2010

Cash and cash equivalents $ 11,064,942    1,836,531   
Short-term investments (note 6) 3,459,176    7,321,657   
Student accounts receivable (net of allowance for doubtful accounts

of $2,161,138 and $1,720,231 in 2011 and 2010, respectively) 6,127,790    4,213,647   
Grants and other receivables 4,527,296    6,599,564   
Prepaid expenses and other assets 8,028,401    8,019,161   
Contributions receivable, net (note 3) 11,950,819    16,258,152   
Investments (notes 4, 5, and 6) 126,549,444    104,579,683   
Student loans receivable (net of allowance for doubtful

accounts of $3,349,426 and $3,250,775 in 2011 and 2010,
respectively) 13,447,293    13,679,816   

Funds held by bond trustees, at fair value (notes 6 and 9) 7,772,272    14,163,367   
Plant assets, net (note 7) 258,134,088    256,264,477   

Total assets $ 451,061,521    432,936,055   

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued liabilities (note 17) $ 29,501,482    28,915,519   
Notes payable (note 8) 34,000,000    34,000,000   
Fair value of derivative instrument (notes 6 and 9) 6,738,724    7,566,865   
Deferred revenues and deposits 10,450,005    10,034,354   
Long-term debt (notes 9 and 10) 113,466,000    122,521,035   
Deferred rental revenue (note 11) 8,497,770    9,441,966   
Asset retirement obligations (note 12) 3,360,833    3,463,323   
Accrued postretirement health benefits obligation (note 13) 76,147,276    74,669,821   
U.S. government grants refundable 12,415,269    12,506,154   

Total liabilities 294,577,359    303,119,037   

Commitments and contingencies (notes 4, 8, 17, and 20)

Net assets:
Unrestricted:  

General 92,418,141    77,012,272   
Accrued postretirement health benefits obligation (note 13) (76,147,276)   (74,669,821)  

Total unrestricted 16,270,865    2,342,451   

Temporarily restricted (note 15) 65,314,301    53,689,798   
Permanently restricted (note 15) 74,898,996    73,784,769   

Total net assets 156,484,162    129,817,018   
Total liabilities and net assets $ 451,061,521    432,936,055   

See accompanying notes to financial statements.
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(k) Operations 

The statement 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 of trustees, investment return on funds held by 
bond trustees, unrealized appreciation (depreciation) in fair value of derivative instruments, changes 
in postretirement health benefits obligation other than net periodic cost, and other nonrecurring 
transactions. 

(l) Accounting Estimates 

The preparation of financial statements in conformity with U.S. generally accepted accounting 
principles (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. 
Significant estimates made in the preparation of these financial statements include the fair value of 
hedge funds and alternative investments, fair value of derivative instrument, accrued postretirement 
benefit obligation, allowance for student accounts and loans receivable, allowance for uncollectible 
contributions receivable, useful lives of plant assets, and asset retirement obligation. Actual results 
could differ from those estimates. 

(m) Recently Adopted Accounting Standard  

In January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards 
Update (ASU) No. 2010-06, Fair Value Measurements and Disclosures (Topic 820): Improving 
Disclosures about Fair Value Measurements. ASU No. 2010-06 outlines certain new disclosures and 
clarifies some existing disclosure requirements about fair value measurement as set forth in 
ASC Topic 820-10. ASU No. 2010-06 amends ASC Topic 820-10 to now require that a reporting 
entity disclose separately the amounts of significant transfers into and out of Level 1 and Level 2 fair 
value measurements, and to describe the reasons for the transfers. It also provides that, in the 
reconciliation for fair value measurements using significant unobservable inputs, a reporting entity 
should separately present information about purchases, sales, issuances, and settlements. ASU No. 
2010-06 also further clarifies existing disclosures on how a reporting entity discloses fair value 
measurements for each class of assets and liabilities, as well as the valuation techniques and inputs 
used to measure fair value for both recurring and nonrecurring fair value measurements. Those 
provisions are illustrated further in note 6. 

(n) Reclassifications 

Certain reclassifications have been made to prior year amounts to conform to the current year 
presentation. 







PACE UNIVERSITY 

Notes to Financial Statements 

June 30, 2011 and 2010 

 11 (Continued) 

(b) Includes investment in funds that invest in small cap common stocks. 

(c) Includes investment in funds that invest in non-U.S. common stocks. Funds are invested in both 
traditional and emerging markets. 

(d) Includes investment in funds that seek an investment return that approximates as closely as practical 
the performance of an industry index over the long term. 

(e) Includes investment in funds that allocate their assets across a broad spectrum of fixed income 
strategies. Investments can include domestic and global fixed income, value oriented debt, emerging 
market debt, high yield, subordinated debt, and liquid and illiquid debt. 

(f)    Includes investment in funds that invest in long and short positions on equity securities that are 
primarily marketable securities issued by U.S. companies.  

(g) Includes investment in funds that invest in domestic and international limited partnerships. 

(h) Includes investments in funds that allocate their investments between a variety of distressed debt 
investment strategies including publicly traded and privately placed debt securities, loans, 
participation in loans, trade and other claims against issuers, other indebtedness and debtor in 
possession financing. 

(i) Includes investments in funds that allocate their investments in limited partnerships, which in turn 
make investments in real estate, as well as oil, gas, and other natural related investments with the 
objective of obtaining loan term growth in capital. 

(j) Include investment in funds that allocate their investments in investment categories, such as event 
driven fixed assets arbitrage, long/short equity, and absolute return multi-strategy strategies. 

Investments include $1,570,643 and $1,304,467 of assets held under split-interest agreements at June 30, 
2011 and 2010, respectively. 

The University maintains an investment pool for certain investments. The pool is managed to achieve the 
maximum prudent long-term total return. The University’s board of trustees has authorized a policy 
designed to preserve the value of these investments in real terms (after inflation) and provide a predictable 
flow of funds to support operations. This policy permits the use of total return (dividend and interest 
income and investment gains) at a rate (spending rate) of 5% of the quarterly three-year moving average 
fair value of the pooled investments. In accordance with the above spending rate, $2,764,433 and 
$2,552,602 of investment return was made available for the years ended June 30, 2011 and 2010, 
respectively, to support operations of the University. In addition, the University also utilized investment 
return from nonpooled investments, cash and cash equivalents, and short-term investments of $50,297 and 
$846,401 in fiscal years 2011 and 2010, respectively. 

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, 2011, the University had 
commitments of $6,140,929 for which capital calls had not been exercised. This amount has not been 
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recorded as a liability in the accompanying balance sheets. The University maintains sufficient liquidity in 
its portfolio to cover such calls. 

The University’s hedge funds and alternative investments contain 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, 2011: 

Redemption Notice
provision period Amount

Equity and fixed income funds Monthly 5 days $ 77,881,440   
15 days 2,590,755   
30 days 16,008,255   

$ 96,480,450   

Alternative investments Quarterly 90 – 95 days $ 7,723,634   
Lock-up N/A 14,328,088   

$ 22,051,722   

 

The following summarizes the University’s total investment return (excluding investment return on assets 
held under split-interest arrangements) and its classification in the financial statements for the years ended 
June 30, 2011 and 2010: 
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(5) Endowment Funds 

The University’s endowment consists of approximately 370 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 U.S. GAAP, net assets 
associated with endowment funds are classified and reported based on the existence or absence of 
donor-imposed restrictions. 

Interpretation of Relevant Law 

The University’s management and investment of donor-restricted endowment funds has historically been 
subject to the provisions of the Uniform Management of Institutional Funds Act (UMIFA) and the New 
York State Trust Laws. In 2006, the Uniform Law Commission approved the model act, the Uniform 
Prudent Management of Institutional Funds Act (UPMIFA), which serves as a guideline for states to use in 
enacting legislation. In September 2010, the State of New York enacted the New York Prudent 
Management of Institutional Funds Act (NYPMIFA), its version of UPMIFA, effective immediately. 
Among NYPMIFA’s most significant changes was the elimination of UMIFA’s important concept of the 
historical dollar-value threshold, the amount below which an organization could not spend from the fund, 
in favor of a more robust set of guidelines about what constitutes prudent spending. The enactment of this 
law did not have a significant effect on the University’s financial position or disclosures. 

Pursuant to the investment policy approved by the Board of Trustees of the University, the University has 
interpreted NYPMIFA as allowing the University to appropriate for expenditure or accumulate so 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. As a result of this interpretation, the 
University has not changed the way permanently restricted net assets are classified. 

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, 2011 were as follows: 

Temporarily Permanently
Unrestricted restricted restricted Total

Endowment at June 30, 2010 $ 197,349    38,256,600    64,074,027    102,527,976   

Investment return:
Investment income 125,038    1,309,025    —     1,434,063   
Net appreciation in fair value

of investments 1,277,527    18,319,223    —     19,596,750   
Effect of underwater

endowments 4,676,085    (4,676,085)   —     —    

Total investment
return 6,078,650    14,952,163    —     21,030,813   

Less investment return on
nonpooled investments (50,297)   (77,124)   —     (127,421)  

Total endowment
investment return 6,028,353    14,875,039    —     20,903,392   

Contributions 202,514    62,043    3,177,395    3,441,952   
Appropriation of endowment

assets for expenditure (269,385)   (2,495,048)   —     (2,764,433)  

Endowment at June 30, 2011 $ 6,158,831    50,698,634    67,251,422    124,108,887   
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The following table presents a reconciliation for all Level 3 assets measured at fair value for the period 
July 1, 2011 to June 30, 2010. 

Level 3
assets

Financial assets:
Balance at June 30, 2009 $ 28,444,142   

Net depreciation in fair value (1,899,581)  
Transfers to Level 2 (8,640,198)  
Purchases 881,956   
Sales (7,270,677)  

Balance at June 30, 2010 11,515,642   

Net appreciation in fair value 2,375,952   
Purchases 1,081,919   
Sales (634,166)  

Balance at June 30, 2011 $ 14,339,347   

 

(7) Plant Assets 

Plant assets at June 30, 2011 and 2010 consist of the following: 

2011 2010

Land $ 12,659,093    11,285,093   
Land improvements 6,181,935    6,181,935   
Buildings and building improvements 304,180,633    294,043,329   
Construction in progress 6,563,996    10,007,636   
Furniture and equipment 74,437,520    70,722,386   
Library books 1,011,570    943,169   

Total 405,034,747    393,183,548   

Less accumulated depreciation (146,900,659)   (136,919,071)  

$ 258,134,088    256,264,477   

 

Included in buildings and building improvements at June 30, 2011 and 2010 is $16,226,522 relating to a 
building received in exchange for use of land. See note 11 for a discussion on the Judicial Training 
Institute.  
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(12) Asset Retirement Obligations 

The University has recorded conditional asset retirement obligations primarily for removal and/or 
abatement of certain building asbestos. Asset retirement obligations at June 30, 2011 and 2010 amounted 
to $3,360,833 and $3,463,323, respectively. 

(13) 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, 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 its balance sheets. The following 
provides a summary of this unfunded plan as of June 30, 2011 and 2010: 

2011 2010

Change in benefit obligation:
Benefit obligation at beginning of year $ 74,669,821    59,626,574   
Service cost 662,567    578,090   
Interest cost 3,948,340    4,173,733   
Plan participant’s contributions 458,417    425,150   
Actuarial (gain) loss (380,763)   12,492,534   
Benefits paid (3,383,208)   (2,760,013)  
Subsidies received 172,102    133,753   

Benefit obligation at end of year 76,147,276    74,669,821   

Change in plan assets:
Employer contribution 2,752,689    2,201,110   
Plan participant’s contributions 458,417    425,150   
Benefits paid (3,383,208)   (2,760,013)  
Subsidies received 172,102    133,753   

Fair value of plan assets at end of year —     —    

Accrued postretirement health benefits obligation$ 76,147,276    74,669,821   

 












