
 

INTEROFFICE MEMORANDUM 

TO: AAUP EXECUTIVE COMMITTEE 
FROM: GREG DELL’OMO  
SUBJECT: DRAFT FINANCIAL STATEMENTS 
DATE: SEPTEMBER 15, 2015 
CC: D. FREDEEN, J. KARNS, J. O’HARA, R. STOTO, J. POTTER 
  

Enclosed please find the draft financial statements for the year ending June 30, 
2015.  KPMG is in the process of conducting their annual audit and as a result the draft 
statements are subject to change.  The final audited financial statements will be issued 
after board approval on October 28, 2015.  We have highlighted below some significant 
fluctuations between the current and prior year financial statements and provided 
explanation for your consideration. 

Balance Sheet 

(1) Total cash and cash equivalents increased $6.5 million from FY2014.  This 
increase can be attributed to the receipt of $3.5 million in Building Our Future 
and Higher Education Technology Infrastructure grants related to the Cullen 
Center project and the receipt of a trustee’s $2.5 million endowment gift not 
invested as of June 30th.    

(2) Unrestricted cash increased $8.3 million from FY2014.  This increase is 
directly related to the release of temporarily restricted net assets ($3.5 million 
in State of New Jersey grant dollars and $3.4 million in donor gifts) restricted 
for the Cullen Center project.  Project expenditures were primarily incurred in 
FY2014 depleting FY2014 cash.  When the project was complete in FY2015 
and net assets were released from restrictions with no offsetting expense, the 
University saw an increase in its unrestricted cash balance. 

(3) Standard and Poor’s evaluates the ratio of cash and short term investments as 
a percentage of operations, and compares Rider to other BBB rated colleges 
and universities.  In the enclosed Ratings Analysis, the median percentage for 
similar institutions in 2014 was 75.4%, meaning they had nine months 
operating costs in cash and investments.  Rider’s ratio was 43.2% for 2014, 
and is 44.5% for 2015, or 5.3 months of operating costs, as shown on the next 
page. 
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2015 2014
Cash and cash equivalents 29,010      22,489      
Cash and cash equivalents - board restricted 8,000        -            
Funds held by bond trustees 5,092        5,206        
Long-term investments 55,124      64,411      

A 97,226      92,106      

Total operating expenses 155,997    156,343    
Scholarship allowance 62,400      56,772      

B 218,397    213,115    

Cash and investments to operations ratio A/B 44.5% 43.2%

Peer median 75.4%

 

(4) There is a new line on the financial statements called cash and cash 
equivalents - board restricted with an $8.0 million balance.  That amount 
represents the Board of Trustees approved liquidation of $8.0 of quasi-
endowment assets to fund deficits in the near term.  In the net assets section of 
the balance sheet, that amount is on a line called board restricted because use 
of the funds requires specific board approval each year.  As a result of this 
transfer, and other changes, you see that quasi-endowment net assets declined 
from $14.6 million in 2014 to $6.1 million in 2015.  

(5) The net asset category construction in progress funded by contributions and 
grants relates to the Playhouse renovation on the Princeton campus and the 
Athletics Practice Facility construction on the Lawrenceville campus. 

(6) The accumulated loss decreased by $4.9 million from the prior year.  This 
decrease relates to the funding of approximately $3.4 million in outstanding 
capital project balances with donor and bequest revenue and operating funds.  
Additionally, the decline in liabilities of $1.5 million more than the decline in 
assets attributes to the lower net asset balance. 

 

Statement of Activities 

(1) Net student tuition and fees increased $1.3 million; however net sales and 
services of auxiliary enterprises decreased $486K, grants and contracts 
revenue decreased by $4.8 million and contributions revenue decreased $1.3 
million resulting in a decline in total operating revenues of $5.1 million. 
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(2) While total operating expenses declined $346K, there were increases in both 
the student services and institutional support expense categories.  The student 
services increase was primarily related to information technology initiatives.  
Institutional support increased due to a substantial increase ($900K) in bad 
debt expense related to student accounts receivable.   

(3) The change in net assets from operating activities was made up of a $795K 
increase in unrestricted net assets and a $1.5 million decrease in temporarily 
restricted net assets for a total decrease of $747K.  The total decrease in net 
assets after nonoperating activities was $1.7 million. 

Footnotes 

Draft footnotes are included with the material.  The University completes the 
investment footnote in early October, because the June 30th investment statements for 
Rider’s private equity investments are not yet available.  This is consistent with prior 
years, and we will forward that note to you when it is completed. 

Standard and Poor’s Ratings Update 

The University has traditionally provided the ratings agency feedback to the 
AAUP.  The ratings update from S&P, issued on August 14, 2015, is enclosed for your 
information and as background if you wish to share it with your financial consultant. 
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Independent Auditors’ Report 

The Board of Trustees 
Rider University: 

We have audited the accompanying financial statements of Rider University, which comprise the balance 
sheet as of June 30, 2015, and the related statements of activities and cash flows for the year then ended, 
and the related notes to the financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements 
that are free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit 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 from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the organization’s preparation and 
fair presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the organization’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Rider University as of June 30, 2015, and the changes in its net assets and its cash 
flows for the year then ended, in accordance with U.S. generally accepted accounting principles. 
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Report on Summarized Comparative Information 

We have previously audited Rider University’s 2014 financial statements, and we expressed an unmodified 
audit opinion on those audited financial statements in our report dated __________ __, _____. In our 
opinion, the summarized comparative information presented herein as of and for the year ended June 30, 
2014 is consistent, in all material respects, with the audited financial statements from which it has been 
derived. 

 

Date 
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RIDER UNIVERSITY

Balance Sheet

June 30, 2015
(with summarized comparative financial information as of June 30, 2014)

(In thousands)

Temporarily Permanently Total
Assets Unrestricted restricted restricted 2015 2014

Cash and cash equivalents $ 16,915   9,532   2,563   29,010   22,489   
Cash and cash equivalents - board restricted 8,000   —    —    8,000   —    
Student accounts receivable, net of allowance for     

doubtful accounts of $5,292 and $4,033 in
2015 and 2014, respectively     3,167   —    —    3,167   4,405   

Grants and other receivables     1,128   1,459   —    2,587   8,105   
Contributions receivable, net (notes 2 and 7)   88   1,694   2,416   4,198   7,450   
Student loans, net of allowance for doubtful

loans of $2,690 and $2,757 in 2015 and
2014, respectively 5,148   —    —    5,148   5,846   

Investments (notes 3 and 7):
Funds held by bond trustees   5,092   —    —    5,092   5,206   
Long-term investments 6,475   14,712   33,937   55,124   64,411   

Plant assets, net (notes 4 and 6) 122,354   —    —    122,354   125,704   
Other assets 4,466   11   4,477   3,296   

Total assets $ 172,833   27,397   38,927   239,157   246,912   

Liabilities and Net Assets

Liabilities:
Accounts payable $ 2,863   —    —    2,863   3,971   
Accrued wages and benefits 7,461   —    —    7,461   7,588   
Other liabilities 6,390   857   —    7,247   7,811   
Deferred revenue    10,065   —    —    10,065   10,556   
Postretirement benefits other than pensions (note 5) 9,983   —    —    9,983   9,991   
Refundable government loan funds 5,328   —    —    5,328   5,103   
Asset retirement obligation 4,545   —    —    4,545   4,320   
Bonds and mortgage notes payable (note 6) 50,288   —    —    50,288   54,504   

Total liabilities 96,923   857   —    97,780   103,844   

Net assets (note 8):
Net investment in plant assets 66,551   —    —    66,551   65,702   
Donor-restricted endowment    (101)  13,807   36,549   50,255   51,456   
Quasi-endowment 6,189   —    —    6,189   14,618   
Board restricted 8,000   —    —    8,000   —    
Other unexpended restricted contributions and    

grants —    10,819   —    10,819   16,638   
Beneficial interest in perpetual trusts    —    —    2,378   2,378   2,385   
Construction in progress funded by contributions

and grants (1,914)  1,914   —    —    —    
Accumulated loss (2,815)  —    —    (2,815)  (7,731)  

Total net assets 75,910   26,540   38,927   141,377   143,068   
Total liabilities and net assets $ 172,833   27,397   38,927   239,157   246,912   

See accompanying notes to financial statements.

DRAFT
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RIDER UNIVERSITY

Statement of Activities

Year ended June 30, 2015
(with summarized comparative financial information for the year ended June 30, 2014)

(In thousands)

Temporarily Permanently Total
Unrestricted restricted restricted 2015 2014

Operating revenues and other support:
Student tuition and fees $ 165,308   —    —    165,308   158,341   

Less scholarship allowance    (62,400)  —    —    (62,400)  (56,772)  

Net student tuition and fees    102,908   —    —    102,908   101,569   

Sales and services of auxiliary enterprises 38,841   —    —    38,841   39,548   
Less scholarship allowance    (337)  —    —    (337)  (558)  

Net sales and services of
auxiliary enterprises 38,504   —    —    38,504   38,990   

State of New Jersey appropriation 99   —    —    99   106   
Grants and contracts —    3,018   —    3,018   7,821   
Contributions 1,634   2,737   —    4,371   5,700   
Endowment spending policy (note 8)    639   1,751   —    2,390   2,051   
Return on working capital 243   8   —    251   238   
Other revenues 3,085   624   —    3,709   3,865   

Total operating revenues    147,112   8,138   —    155,250   160,340   

Net assets released from restrictions 9,680   (9,680)  —    —    —    

Total operating revenues and
other support 156,792   (1,542)  —    155,250   160,340   

Operating expenses (note 9):
Instruction 62,857   —    —    62,857   63,323   
Research 1,726   —    —    1,726   1,793   
Academic support 15,701   —    —    15,701   16,199   
Student services 26,174   —    —    26,174   25,331   
Institutional support 21,639   —    —    21,639   20,961   
Fundraising 2,823   —    —    2,823   2,896   
Auxiliary enterprises    25,077   —    —    25,077   25,840   

Total operating expenses 155,997   —    —    155,997   156,343   

Increase (decrease) in net assets
from operating activities    795   (1,542)  —    (747)  3,997   

Nonoperating activities:
Endowment contributions (note 8)    —    —    792   792   3,068   
Net endowment surplus (note 8)    (474)  (1,977)  30   (2,421)  6,261   
Postretirement benefit adjustment (note 5) 707   —    —    707   (2,243)  
Change in value of beneficial interest in    

perpetual trusts —    —    (7)  (7)  256   
Net assets released from restrictions -

capital 8,396   (8,396)  —    —    —    
Write-off of contribution receivable —    —    (15)  (15)  —    

Increase (decrease) in net assets 9,424   (11,915)  800   (1,691)  11,339   

Net assets as of beginning of year 66,486   38,455   38,127   143,068   131,729   
Net assets as of end of year $ 75,910   26,540   38,927   141,377   143,068   

See accompanying notes to financial statements.

DRAFT
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RIDER UNIVERSITY

Statement of Cash Flows

Year ended June 30, 2015
(with comparative financial information for the year ended June 30, 2014)

(In thousands)

2015 2014

Cash flows from operating activities:
(Decrease) increase in net assets $ (1,691)  11,339   
Adjustments to reconcile increase in net assets to net cash provided by operating   

activities:
Depreciation expense 10,426   9,781   
Write-off of contribution receivables 180   —    
Loss on disposal of plant assets 6   —    
Accretion expense related to asset retirement obligation 253   371   
Amortization of bond premium (126)  (126)  
Amortization of bond issuance costs 19   19   
Postretirement adjustment (707)  2,243   
Net realized gains on sales of investments (2,678)  (1,220)  
Decrease (increase) in unrealized appreciation on investments 4,081   (6,012)  
Provision for doubtful student accounts receivable 1,407   447   
Provision for doubtful student loans (68)  (20)  
Contributions restricted for plant facilities (1,704)  (3,142)  
Contributions and investment income permanently restricted for long-term

investment (3,321)  (1,071)  
Changes in operating assets and liabilities:

Student accounts receivable (169)  (521)  
Grants and other receivables 5,518   (3,879)  
Contributions receivable 3,072   (115)  
Other assets (1,181)  1,448   
Accounts payable (437)  1,027   
Accrued wages and benefits (127)  (238)  
Other liabilities (564)  (1,398)  
Deferred revenue (491)  3,333   
Post retirement benefits other than pensions 699   743   
Refundable government loan funds 225   118   
Asset retirement obligation (28)  (183)  

Net cash provided by operating activities 12,594   12,944   

Cash flows from investing activities:
Proceeds from sales of short-term investments —    —    
Purchases of investments (39,398)  (59,067)  
Proceeds from sales of investments 47,396   65,855   
Purchases of plant assets, net of change in related accounts payable (7,753)  (16,971)  
Change in student loans 766   855   

Net cash provided by (used in) investing activities 1,011   (9,328)  

Cash flows from financing activities:
Repayment of bonds and mortgage notes payable (4,109)  (4,150)  
Contributions restricted for plant facilities 1,704   3,142   
Contributions and investment income permanently restricted for long-term investment   3,321   1,071   

Net cash provided by financing activities 916   63   

Net increase in cash and cash equivalents 14,521   3,679   

Cash and cash equivalents as of beginning of year 22,489   18,810   
Cash and cash equivalents as of end of year $ 37,010   22,489   

Supplementary disclosure of cash flow information:
Cash paid during the year for interest $ 2,031   2,188   

See accompanying notes to financial statements.

DRAFT
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(1) Organization and Summary of Significant Accounting Policies 

Organization 

Rider University (the University) is a private, not-for-profit institution founded in 1865. The University’s 
four academic units include the College of Business Administration, the College of Liberal Arts, Education 
and Sciences, the College of Continuing Studies, and the Westminster College of the Arts. During the year 
ended June 30, 2015, the University enrolled approximately 4,175 full-time and 1,150 part-time 
undergraduate and graduate students. 

Summary of Significant Accounting Policies 

(a) Basis of Presentation 

These financial statements, which are presented on the accrual basis of accounting, have been 
prepared to focus on the University as a whole and to present balances and transactions according to 
the presence or absence of donor-imposed restrictions. 

The financial statements include certain prior year summarized comparative information in total but 
not by net asset class. Such information does not include sufficient detail to constitute a presentation 
in conformity with U.S. generally accepted accounting principles (GAAP). Accordingly, such 
information should be read in conjunction with the University’s financial statements as of and for the 
year ended June 30, 2014, from which the summarized information was derived. 

(b) Classification of Net Assets 

The University reports its net assets and changes therein in three classes: unrestricted, temporarily 
restricted, and permanently restricted. 

Unrestricted Net Assets 

Unrestricted net assets represent resources that are generally available for support of the University’s 
activities and include net investment in plant assets, amounts designated by the Board to function as 
quasi-endowment; and other amounts designated for specific purposes. Accumulated losses include 
unrestricted resources expended for plant. 

Temporarily Restricted Net Assets 

The University reports gifts of cash and other assets as restricted revenue if they are received with 
donor stipulations that limit their use. When a donor restriction expires, that is, when a stipulated 
time restriction ends or donor-specified purpose is accomplished, temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statement of activities as net assets released 
from restrictions. In addition, the remaining portion of a 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 by the University in a manner consistent with the standard of 
prudence prescribed by the State of New Jersey Uniform Prudent Management of Institutional Funds 
Act. 
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Permanently Restricted Net Assets 

Permanently restricted net assets are subject to donor-imposed stipulations that they be maintained 
permanently by the University. The University classifies as permanently restricted net assets (a) the 
original value of gifts donated to the permanent endowment, (b) the original value of subsequent 
gifts to the permanent endowment, and (c) accumulations to the permanent endowment made in 
accordance with the direction of the applicable donor gift instrument at the time the accumulation is 
added to the fund. Generally, the donors of these assets permit the University to use all or part of the 
investment return on related investments for donor specified purposes, primarily for scholarship, or 
for unrestricted purposes. 

(c) Statement of Activities 

Revenues are reported as increases in unrestricted net assets unless their use is limited by 
donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and 
losses on investments and other assets or liabilities are reported as increases or decreases in 
unrestricted net assets unless their use is restricted by explicit donor stipulation or by law. 

(d) Fair Value 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability 
(an exit price) in the principal or most advantageous market for the asset or liability in an orderly 
transaction between market participants on the measurement date. The fair value hierarchy requires 
an entity to maximize the use of observable inputs and minimize the use of unobservable inputs 
when measuring fair value. The three levels of inputs that may be used to measure fair value are as 
follows: 

• Level 1: Quoted prices in active markets for identical assets or liabilities 

• Level 2: Observable inputs other than Level 1 prices such as quoted prices for similar assets or 
liabilities; quoted prices in markets that are not active; or other inputs that are observable or 
can be corroborated by observable market data for substantially the full term of the assets or 
liabilities and alternative investments that are redeemable at or near the balance sheet date 

• Level 3: Unobservable inputs that are supported by little or no market activity and that are 
significant to the fair value of the assets or liabilities, and alternative investments that are not 
redeemable at or near the balance sheet date 

(e) Nonoperating Activities 

A portion of long-term investment income and gains and losses is allocated to operating revenue 
each year in accordance with the University’s spending policy for investments held for endowment, 
as more fully discussed in note 8. All other investment income earned and gains and losses on 
investments held for long-term purposes (including land), contribution related activity for long-term 
purposes, net assets released from restrictions related to capital, the postretirement benefit 
adjustment, and nonrecurring activities are considered nonoperating activities in the statement of 
activities. 
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(f) Contributions 

Contributions, including unconditional promises to give, are recognized as revenues in the period 
received. Contributions of assets other than cash are recorded at their estimated fair value at date of 
donation. 

Contributions of plant assets without donor stipulations concerning the use of such long-lived assets 
are reported as revenues of the unrestricted net asset class. Contributions of cash or other assets to be 
used to acquire plant assets with such donor stipulations are reported as revenues of the temporarily 
restricted net asset class; the restrictions are considered to be released at the time such long-lived 
assets are acquired or in the case of construction when the project is complete. Contributions to be 
received after one year are discounted at an appropriate discount rate commensurate with the risk 
involved. These inputs to the fair value estimate are considered Level 3 in the fair value hierarchy. 
Amortization of the discount is recorded as additional contributions revenue in accordance with 
donor-imposed restrictions, if any, on the contributions. An allowance for uncollectible contributions 
receivable is provided based upon management’s judgment including such factors as prior collection 
history, type of contribution, and nature of fund-raising activities. 

(g) Split-interest Agreements 

The University’s split-interest agreements with donors consist primarily of charitable gift annuities 
and irrevocable charitable remainder trusts. Assets are invested and payments are made to donors 
and/or beneficiaries in accordance with the respective agreements. Contribution revenue for 
charitable gift annuities and charitable remainder trusts is recognized at the date the agreement is 
established, net of the liability for the present value of the estimated future payments to be made to 
the respective donors and/or beneficiaries. 

The present value of payments to beneficiaries of charitable gift annuities and charitable remainder 
trusts is calculated using discount rates, which represent the risk-adjusted rates in existence at the 
date of the gift. The estimated fair value involves unobservable inputs considered to be Level 3 in the 
fair value hierarchy. Gain or losses resulting from changes in actuarial assumptions and accretions of 
the discount are recorded as increases or decreases in the respective net asset class in the 
accompanying statement of activities. 

The University also has beneficial interest in perpetual trusts. Under the terms of the trusts, the 
University has the irrevocable right to receive the income earned on the trust assets in perpetuity, but 
never receives the assets held in trust. Contribution revenue and an asset are recognized at the time 
the University is notified of the trust’s existence. The value of the interest in perpetual trusts is based 
on the fair value of the assets held by the perpetual trusts and is adjusted annually. The estimated fair 
value involves unobservable inputs considered to be Level 3 in the fair value hierarchy. Gains or 
losses resulting from changes in fair value of the trust assets are recorded as increases or decreases in 
the respective net asset class in the accompanying statement of activities. 
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(h) Income Taxes 

The University is an organization described under Section 501(c)(3) of the Internal Revenue Code 
(the Code) and, therefore, is exempt from Federal income taxes under Section 501(a) of the Code. 
Accordingly, the University is not subject to income taxes except to the extent it has taxable income 
from activities unrelated to its exempt purpose. The University recognizes the effects of income tax 
provisions only if those provisions are more likely than not of being sustained. No provision for 
income taxes was required in 2015 and 2014. 

(i) Cash Equivalents 

Cash equivalents include short-term, highly liquid investments held for current operating purposes 
and consist principally of money market accounts and securities having an original maturity of three 
months or less. 

(j) Plant Assets 

All property is carried at cost at date of acquisition or at fair value at date of gift, less accumulated 
depreciation computed on a straight-line basis over their estimated useful lives (buildings – 50 years; 
building systems, renovations, and land improvements – 20 to 30 years; and equipment – 3 to 
20 years). 

(k) Deferred Revenue 

Amounts received in advance for tuition and fees and vendor funding for capital improvements 
amortized over the life of the contract are included in deferred revenue in the balance sheet. 

(l) Asset Retirements 

The University recognizes the fair value of a liability for legal obligations associated with asset 
retirements in the period in which the obligation is incurred, if a reasonable estimate of the fair value 
of the obligation can be made. These inputs to the fair value estimate are considered Level 3 in the 
fair value hierarchy. When the liability is initially recorded, the University capitalizes the cost of the 
asset retirement obligation by increasing the carrying amount of the related long-lived asset. The 
liability is accreted to its present value each period, and the capitalized cost associated with the 
retirement obligation is depreciated over the useful life of the related asset. Upon settlement of the 
obligation, any difference between the cost to settle the asset retirement obligation and the liability 
recorded is recognized as a gain or loss in the statement of activities. 

(m) Refundable Government Loan Funds 

Funds provided by the U.S. government under the Federal Perkins Loan Program are loaned to 
qualified students and may be reloaned after collections. These funds are ultimately refundable to the 
U.S. government and are presented in the balance sheet as a liability. 
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(n) Use of Estimates 

The preparation of financial statements in conformity with U.S. generally accepted accounting 
principles requires management to make estimates and assumptions that include the fair value of 
alternative investments, the net realizable value of receivables, the useful lives of fixed assets, the 
functional allocation of expenses, the valuation of the postretirement benefit obligation and the 
estimate of the asset retirement obligation. Such estimates and assumptions 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. 
Actual results could differ from those estimates. 

(o) Reclassifications 

Certain 2014 balances have been reclassified to conform to the 2015 presentation. 

(2) Contributions Receivable 

Contributions receivable consist of the following as of June 30, 2015 and 2014 (in thousands): 

2015 2014

Unconditional promises to give, net $ 1,807   4,740   
Irrevocable trusts, net 13   325   
Beneficial interest in perpetual trusts 2,378   2,385   

$ 4,198   7,450   
 

The top two donors represent 29% and 60% of contributions receivable at June 30, 2015 and 2014, 
respectively. In addition, one donor represents 81% of endowment contribution revenue at June 30, 2014. 

Unconditional promises to give and the irrevocable trusts are expected to be received during the indicated 
time periods and have been discounted at rates ranging from 0.01% to 4.86% as of June 30 (in thousands): 

2015 2014

One year or less $ 1,072   3,805   
Between one and five years 803   1,412   

1,875   5,217   

Less:
Present value discount (1)  (5)  
Allowance for uncollectible contributions receivable (56)  (147)  

$ 1,818   5,065   
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(3) Investments 

(a) Funds Held by Bond Trustees 

Under the terms of certain debt agreements, funds are required to be placed on deposit with specified 
financial institutions acting as trustee. These funds are reported as funds held by bond trustees in the 
balance sheet. As of June 30, 2015 and 2014, investments held by bond trustees related to bonds and 
mortgage notes payable were composed of funds held for the following purposes (in thousands): 

2015 2014

Construction funds $ —    37   
Debt service reserve funds 342   342   
Principal funds 3,800   3,621   
Interest funds 949   1,039   
Renewal and replacement funds 1   167   

$ 5,092   5,206   
 

(b) Long-term Investments 

Investments in equity securities and mutual funds with readily determinable fair values and all 
investments in debt securities are reported at fair value based upon quoted market prices. 
Investments in alternative investments are reflected at net asset value as estimated and reported by 
the general partners, based upon the underlying net asset value of the fund or partnership, as a 
practical expedient. These estimated values are reviewed and evaluated by the University. As of 
June 30, 2015 and 2014, the University holds land for investment purposes. The fair value of the 
land is based upon an appraisal obtained in 2015. 
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Long-term investments consist of the following as of June 30 (in thousands): 

2015 2014

Fixed income:
Mutual funds $ 7,098   
Other 1,000   

Equities:
Mutual funds 22,500   
Common and preferred stocks 406   

Alternatives:
Private equity 4,187   
Domestic equity 1,997   
International equity 7,268   
Fixed income 2,734   
Inflation hedging 1,355   
Flexible capital 10,262   
Private real assets 1,538   
Other 741   

Land 3,325   
Total long-term investments $ —    64,411   

 

(c) Redemption and Investment Strategy 

As of June 30, 2015, alternative investments are allocated between the following investment 
strategies: 

Private equity funds ($________) consist of eight funds representing limited partnerships, 
which were formed for the purpose of investing in private equity funds including venture 
capital, buyouts, growth capital, international private equity, and other private equity 
investments. Under the terms of certain private equity agreements, the University had open 
commitments of approximately $_________ at June 30, 2015. These investments are generally 
less liquid, and redemption of these investments is at the discretion of the general manager 
over the duration of the investment term. 

Fund of funds ($_________) consist of sixteen funds representing investments in a broad range 
of investment strategies that seek to exploit opportunities as they occur in the markets due to 
temporary dislocations or structural inefficiencies and in mutual equity and fixed income 
funds. These investments contain various restrictions with required notice ranging from 1 to 
90 days. Under the terms of certain fund agreements, the University had open commitments of 
approximately $_________ at June 30, 2015. 
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The following table summarizes the redemption frequency by category of alternative investments as of 
June 30, 2015 (in thousands): 

Fund
of funds Private equity Total

Redemption frequency:
Daily $ —    
Weekly —    
Monthly —    
Annual —    
Lockup —    
No redemptions —    

$ —    —    —    
 

(4) Plant Assets 

Plant assets consist of the following as of June 30 (in thousands): 

2015 2014
Accumulated
depreciation Net Net

and carrying carrying
Cost amortization value value

Land $ 253   —    253   253   
Land improvements 12,601   6,130   6,471   6,589   
Buildings and improvements 179,485   88,385   91,100   88,154   
Equipment 36,335   17,846   18,489   12,122   
Library collection 19,469   15,593   3,876   5,192   
Construction in progress 2,165   —    2,165   13,394   

$ 250,308   127,954   122,354   125,704   
 

Commitments outstanding on projects included in construction in progress as of June 30, 2015 amounted 
to approximately $1,530,000. 

(5) Postretirement Benefits Other than Pensions 

The University provides postretirement medical benefits to former employees who meet certain criteria. 
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Information with respect to the plan at June 30, 2015 and 2014 is as follows (in thousands): 

2015 2014

Change in benefit obligation:
Benefit obligation at beginning of year $ 9,991   7,005   
Service cost 487   491   
Interest cost 387   393   
Assumption change 89   1,800   
Actuarial (gain) loss (769)  502   
Benefits paid (202)  (200)  

Benefit obligation at end of year 9,983   9,991   

Change in plan assets:
Fair value of plan assets at beginning of year —    —    
Employer contributions 202   200   
Benefits paid (202)  (200)  

Fair value of plan assets at end of year —    —    
Funded status $ (9,983)  (9,991)  

 

2015 2014

Components of net periodic benefit cost:
Service cost $ 487   491   
Interest cost 387   393   
Amortization 27   59   

Net periodic benefit cost $ 901   943   

Weighted average assumptions as of June 30:
Benefit obligation discount rate 4.25% 4.25%
Periodic benefit cost discount rate 4.25 4.50

 

As of June 30, 2015, the medical trend and inflation rate is 7.0% per year grading down to an ultimate rate 
of 4.0% in 2018. 
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The effects of a 1% increase or decrease in trend rates on total service and interest costs and the 
postretirement benefit obligation are as follows (in thousands): 

One-percentage- One-percentage-
point increase point decrease

2015 2014 2015 2014

Effect on total of service and interest
cost components $ 134  130  (111) (109) 

Effect on postretirement benefit
obligation 1,096  966  (933) (832) 

 

Projected benefits payments are as follows (in thousands): 

Amount

Year ending June 30:
2016 $ 371   
2017 522   
2018 633   
2019 677   
2020 743   
2021 through 2025 3,827   

 

The University expects to contribute approximately $_______ in fiscal year 2015. 

In fiscal year 2015, a postretirement benefit adjustment of $707,000 was recorded in nonoperating 
activities in the statement of activities. 

At June 30, 2015, a $1,342,000 net loss has not yet been recognized as a component of net periodic benefit 
cost. No amount of this loss is expected to be recognized in expense in 2015. 
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(6) Bonds and Mortgage Notes Payable 

Bonds and mortgage notes payable consist of the following as of June 30 (in thousands): 
Interest

rate 2015 2014

Bonds payable:
New Jersey Educational Facilities

Authority:
Series 2012 A (due serially to 2037) 2.00% to 5.00% $ 44,855   48,475   
Higher Education Capital

Improvement Fund Series 2000
A and B, Series 2002 A, Series
Series 2004 A, Series 2005 A,
Series 2006 A, and Series 2014 C 3.50% to 5.75% 1,271   1,385   

Dormitory Safety Trust Fund 2001
A (face value $1,500
discounted at 4.7%) —    102   200   

Dormitory Safety Trust Fund 2003
A (face value $1,525 discounted
at 4.0%) —    294   385   

U.S. Department of Education
(due serially to 2017) 3.00% to 3.63% 57   87   

Total bonds payable 46,579   50,532   

Mortgage notes payable:
U.S. Department of Education (due

semi-annually to 2019) 3.00% 116   145   
U.S. Department of Education (due

semi-annually to 2023) 6.00% 1,315   1,442   

Total mortgage notes payable 1,431   1,587   

Total bonds and mortgage
notes payable 48,010   52,119   

Unamortized premium 2,774   2,900   
Unamortized bond issuance costs (496)  (515)  

$ 50,288   54,504   
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Annual debt service requirements (principal and interest) over the next five years are as follows (in 
thousands): 

Total debt
Annual maturities service

Bonds Mortgages Total Interest requirement

$ 4,146  165  4,311  1,968  6,279  
4,200  173  4,373  1,829  6,202  
3,998  182  4,180  1,673  5,853  
1,676  182  1,858  1,532  3,390  
1,744  168  1,912  1,445  3,357  

 

Certain University debt, aggregating approximately $44,912,000, is collateralized by plant assets with a 
carrying value of approximately $59,386,000 as of June 30, 2015. 

Interest expense on bonds and mortgage notes payable for the years ended June 30, 2015 and 2014 was 
approximately $1,941,000 and $2,152,000, respectively. 

(7) Fair Value Measurement 

The carrying amount of cash and cash equivalents approximates fair value because of the short maturity of 
these financial instruments. The estimated fair values, however, involve unobservable inputs considered to 
be Level 3 in the fair value hierarchy. The fair value of long-term investments are based on quoted market 
prices or upon net asset values provided by external investment managers, general partners which are 
reviewed and evaluated by University management for reasonableness. The carrying amount of bonds and 
mortgage notes payable approximates fair value because these financial instruments bear interest at various 
rates that, when averaged, are not significantly different from current market rates for loans with similar 
maturities and credit quality (these inputs fall within Level 2 of the fair value hierarchy). 

The University’s assets at June 30, 2015 that are reported at fair value are summarized in the following 
table by their fair value hierarchy (in thousands): 

Total Level 1 Level 2 Level 3

Irrevocable trusts, net and beneficial
interest in perpetual trust $ —  

Funds held by bond trustees:
Money market funds —  
U.S. government obligations —  

Total funds held by
bond trustees —  —  —  —  
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Total Level 1 Level 2 Level 3

Long-term investments:
Fixed income:

Mutual funds $ —  
Other —  

Equities:
Mutual funds —  
Common and preferred stocks —  

Alternatives:
Private equity —  
Domestic equity —  
International equity —  
Fixed income —  
Inflation hedging —  
Flexible capital —  
Private real assets —  
Other —  

Land —  

Total long-term
investments —  —  —  —  

Total $ —  —  —  —  
 

The University’s assets at June 30, 2014 that are reported at fair value are summarized in the following 
table by their fair value hierarchy (in thousands): 

Total Level 1 Level 2 Level 3

Irrevocable trusts, net and beneficial
interest in perpetual trust $ 2,710  —  —  2,710  

Funds held by bond trustees:
Money market funds 5,169  5,169  —  —  
U.S. government obligations 37  37  —  —  

Total funds held by
bond trustees 5,206  5,206  —  —  
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Total Level 1 Level 2 Level 3

Long-term investments:
Fixed income:

Mutual funds $ 7,098  7,098  —  —  
Other 1,000  832  168  —  

Equities:
Mutual funds 22,500  22,500  —  —  
Common and preferred stocks 406  406  —  —  

Alternatives:
Private equity 4,187  —  —  4,187  
Domestic equity 1,997  —  1,997  —  
International equity 7,268  —  7,268  —  
Fixed income 2,734  —  2,734  —  
Inflation hedging 1,355  —  1,355  —  
Flexible capital 10,262  —  —  10,262  
Private real assets 1,538  —  —  1,538  
Other 741  —  741  —  

Land 3,325  —  —  3,325  

Total long-term
investments 64,411  30,836  14,263  19,312  

Total $ 72,327  36,042  14,263  22,022  
 

The following table presents the University’s activity for all Level 3 assets measured at fair value for the 
period July 30, 2013 to June 30, 2015 (in thousands): 

Irrevocable
trusts, net

and
beneficial
interest in Private

Short-term perpetual Private Flexible real
Total investments trust equity capital assets Land

Fair value at June 30, 2013 $ 15,162  —  2,807  4,178  3,856  996  3,325  

Trust distributions (97) —  (97) —  —  —  —  
Purchases 6,534  —  —  475  5,428  631  —  
Sales (725) —  —  (718) —  (7) —  
Realized (losses) gains (52) —  —  8  —  (60) —  
Unrealized gains (losses) 1,200  —  —  244  978  (22) —  

Fair value at June 30, 2014 22,022  —  2,710  4,187  10,262  1,538  3,325  
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Irrevocable
trusts, net

and
beneficial
interest in Private

Short-term perpetual Private Flexible real
Total investments trust equity capital assets Land

Trust distributions $ —  
Purchases —  
Sales —  
Realized (losses) gains —  
Unrealized gains (losses) —  

Fair value at June 30, 2015 $ 22,022  —  2,710  4,187  10,262  1,538  3,325  

 

(8) Net Assets 

Endowment 

The University’s endowment consists of both donor-restricted endowment funds and funds designated by 
the Board of Trustees to function as endowments. Quasi-endowment net assets, unlike donor-restricted 
endowments, are not subject to donor or other outside restrictions. Quasi-endowment net assets have been 
designated by the University’s Board of Trustees and are expended at its discretion. Information regarding 
the University’s endowment follows: 

(a) Return Objectives and Risk Parameters 

The University has adopted investment and spending policies for endowment assets that attempt to 
provide a predictable stream of income and growth, while seeking to maintain the purchasing power 
of the endowment assets. Under these policies, as approved by the University’s Board of Trustees, 
the endowment assets are invested in a number of different asset classes and investment strategies to 
diversify the investments to provide a balance that attempts to enhance the long-term total return of 
the overall investment portfolio while avoiding undue risk or concentration in any single asset class 
or investment category. 

(b) Spending Policy 

Each year, the University includes a portion of the endowment return in its operating budget, with 
the amount of such planned support determined using its spending policy. The policy of the 
University for the years ended June 30, 2015 and 2014 is to distribute for current spending 4.9% of a 
three-year moving average of the fair value of endowment investments. In establishing this policy, 
the University considered the expected return on its endowment. Accordingly, the University expects 
the current spending policy to allow its endowment over the long term to maintain its purchasing 
power by growing at a rate commensurate with planned payouts. Additional real growth may be 
provided through new gifts and any excess investment returns. 
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(c) Interpretation of Relevant Law 

The Board of Trustees of the University has interpreted the State of New Jersey Uniform Prudent 
Management of Institutional Funds Act (the Act) as allowing the University to appropriate for 
expenditure or accumulate so much of a donor-restricted endowment fund as the University 
determines is 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. 

The University has interpreted New Jersey State law to allow the spending of income and net 
realized and unrealized gains on investments of permanently restricted net assets, absent explicit 
donor stipulations that all or a portion of such income or net realized or unrealized gains be 
maintained in perpetuity. New Jersey State law allows the University to appropriate and spend such 
income and gains as is prudent. The spending policy allocations are made considering such factors as 
the University’s long-term and short-term needs, present and anticipated financial requirements, 
expected total return on investments, price level trends, and general economic conditions. 

Endowment net assets (exclusion of perpetual trusts) consisted of the following at June 30, 2015 and 
2014 (in thousands): 

2015

Temporarily Permanently
Unrestricted restricted restricted Total

Donor restricted $ (101)  13,807   36,486   50,192   
Quasi (board designated) 6,189   —    —    6,189   

Total $ 6,088   13,807   36,486   56,381   
 

2014

Temporarily Permanently
Unrestricted restricted restricted Total

Donor restricted $ (70)  15,784   35,679   51,393   
Quasi (board designated) 14,618   —    —    14,618   

Total $ 14,548   15,784   35,679   66,011   
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Changes in endowment net assets for the years ended June 30, 2015 and 2014 are as follows (in 
thousands): 

Temporarily Permanently
Unrestricted restricted restricted Total

Endowment net assets,
June 30, 2013 $ 12,369  11,202  32,785  56,356  

Interest, dividends, and realized
gains 1,133  766  —  1,899  

Unrealized gains 1,121  4,848  14  5,983  
Unspent appropriation related

to underwater endowments —  222  —  222  

Total investment
return 2,254  5,836  14  8,104  

Contributions —  —  3,068  3,068  
Reclassification of contribution

receivable —  188  (188) —  
Appropriation of endowment

assets for expenditures (609) (1,442) —  (2,051) 
Allocation to quasi-endowment 534  —  —  534  

Endowment net assets,
June 30, 2014 14,548  15,784  35,679  66,011  

Interest, dividends, and realized
gains 477  3,385  —  3,862  

Unrealized (losses) gains (340) (3,663) 30  (3,973) 
Unspent appropriation related

to underwater endowments —  52  —  52  

Total investment
return 137  (226) 30  (59) 

Contributions —  —  792  792  
Write off of contribution

receivable —  —  (15) (15) 
Appropriation of endowment

assets for expenditures (639) (1,751) —  (2,390) 
Withdrawal from quasi-

endowment (8,350) —  —  (8,350) 
Allocation to quasi-endowment 392  —  —  392  

Endowment net assets,
June 30, 2015 $ 6,088  13,807  36,486  56,381  
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The quasi-endowment activity for the years ended June 30 was as follows (in thousands): 

2015 2014

Balance as of beginning of year $ 14,618   12,949   

Withdrawal from the quasi-endowment (8,350)  —    
Return on quasi-endowment funds 168   1,744   
Quasi-endowment spending policy (639)  (609)  
Allocation to quasi-endowment 392   534   

Net increase for the year (8,429)  1,669   
Balance as of end of year $ 6,189   14,618   

 

The quasi-endowment net assets include land held for investment purposes with a fair value of 
$3,330,000 and $3,325,000 as of June 30, 2015 and 2014, respectively. 

From time to time, the fair value of assets associated with individual donor-restricted endowment 
funds may fall below its historic dollar level. In accordance with U.S. GAAP, deficiencies of this 
nature are reported in unrestricted net assets and were approximately $101,000 and $70,000 as of 
June 30, 2015 and 2014, respectively. These deficiencies resulted from unfavorable market 
fluctuations that occurred shortly after the investment of new permanently restricted contributions 
and continued appropriation for certain programs that was deemed prudent by the Board of Trustees. 
Subsequent gains that restore the fair value of the assets of the endowment fund to the required level 
will be classified as an increase in unrestricted net assets. 

Temporarily Restricted Net Assets 

Temporarily restricted net assets are available for the following as of June 30 (in thousands): 

2015 2014

Instruction and scholarships $ 6,671   9,286   
Capital acquisitions 4,008   6,542   
Annuity and life income funds 215   38   
Future periods 15,646   22,589   

Total temporarily restricted net assets $ 26,540   38,455   
 

(9) Functional Allocation of Expenses 

The costs of providing program services and supporting services of the University have been summarized 
on a functional basis in the statement of activities and are reported in the University’s financial statements 
in categories recommended by the National Association of College and University Business Officers. 
Accordingly, certain operating costs have been allocated among the functional categories. 
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The allocation of University operating expenses to program and supporting services for the years ended 
June 30 is as follows (in thousands): 

2015 2014

Program $ 131,535   132,486   
Supporting services:

Institutional support 21,639   20,961   
Fundraising 2,823   2,896   

Total operating expenses $ 155,997   156,343   
 

(10) Retirement Plan 

The University has a contributory defined contribution retirement plan, covering substantially all 
employees under arrangements with Teachers Insurance and Annuity Association (TIAA) and College 
Retirement Equities Fund (CREF) that provides for the purchase of annuities for employees. Employees 
are eligible after one year of service and must contribute 5% of compensation to participate. The 
University matched employee contributions at rates ranging from 8 to 8.5% depending on the employee’s 
classification for the years ended June 30, 2015 and 2014. The cost to the University for the retirement 
plan for the years ended June 30, 2015 and 2014 was approximately $4,748,000 and $4,665,000, 
respectively. 

(11) Commitments and Contingencies 

The University receives support from Federal and State of New Jersey grant programs, primarily student 
financial assistance. Entitlement to the resources requires compliance with terms of the grant agreements 
and applicable regulations, including the expenditure of the resources for eligible purposes. Substantially 
all grants are subject to financial and compliance audits by the grantors. As of June 30, 2015, the 
University believes it has complied with the terms of the grant agreements and applicable regulations in all 
material respects. 

At June 30, 2015, the University had an unsecured bank line of credit totaling $7,000,000 with an interest 
rate of LIBOR plus 1.25%. There were no amounts outstanding during fiscal year 2015. 

The University is party to various legal actions and other claims in the normal course of business, and it is 
the opinion of management that the outcome thereof will not have a material effect on its financial 
position. 

(12) Subsequent Events 

The University evaluated events subsequent to June 30, 2015 and through ________ __, ____, the date on 
which the financial statements were issued, and has concluded that there are no subsequent events to be 
disclosed. 
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