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INDEPENDENT AUDITORS’ REPORT 

 
To the Board of Directors of the 
     United Nations Development Corporation 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the United Nations Development Corporation (the 
“Corporation”), a public benefit corporation of the State of New York, as of and for the years ended December 
31, 2017 and 2016, which collectively comprise the Corporation’s financial statements as listed in the table of 
contents, 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 accounting principles generally accepted in the United States of America; 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 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 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 entity’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 entity’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 United Nations Development Corporation as of December 31, 2017 and 2016, and the related changes 
in its financial position and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 
 
 



 
 

 
 

Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis on pages 3 through 6 be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental Accounting 
Standards Board, which considers it to be an essential part of financial reporting for placing the basic financial 
statements in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards generally accepted 
in the United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our inquiries, the 
basic financial statements, and other knowledge we obtained during our audits of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures do not 
provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Report on Supplementary Information 
 
Our audits were conducted for the purpose of forming an opinion on the basic financial statements as a whole. 
The supplementary information shown on pages 21 and 22 is presented for purposes of additional analysis and 
is not a required part of the basic financial statements. The supplementary information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records used to 
prepare the basic financial statements. The information has been subjected to the auditing procedures applied in 
the audits of the basic financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, the 
information is fairly stated in all material respects in relation to the basic financial statements as a whole.  

 
 
New York, NY 
March 30, 2018
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Overview of the Financial Statements 
 
The following is an overview of the financial performance of the United Nations Development Corporation 
(the “Corporation”) for the fiscal years ended December 31, 2017 and 2016. The Corporation’s financial 
statements consist of three parts: (1) management’s discussion and analysis, (2) the basic financial 
statements and (3) the notes to the financial statements.  
 
The basic financial statements, which include the statements of net position, the statements of revenues, 
expenses, and changes in net position, and the statements of cash flows, are prepared in accordance with 
accounting principles generally accepted in the United States of America, as prescribed by the 
Governmental Accounting Standards Board (“GASB”). The financial statements are prepared using the 
economic resources measurement focus and the accrual basis of accounting.  Revenues are recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing of the related cash 
flows. 
 
Summary Statement of Net Position 
 
The summary statement of net position presents the financial position of the Corporation.  The net position 
is the difference between (a) total assets and (b) total liabilities plus deferred inflows of resources. A 
summarized comparison of the Corporation’s assets, liabilities, deferred inflows of resources, and net 
position at December 31, 2017, 2016 and 2015 follows: 
 
 

Assets: 2017 2016 2015
Current assets 25,668,153$        21,070,622$        23,316,754$        

Restricted assets 59,889,544 62,746,869 55,511,411

Property and equipment, net 57,218,942 49,581,888 44,065,960

Other noncurrent assets 27,752,780 29,437,284 30,860,786

        Total assets 170,529,419$     162,836,663$     153,754,911$     

Liabilities:

Total current liabilities 14,673,540$        13,593,439$        12,105,968$        

Long-term obligations, net of current portion 66,790,907 73,852,242 80,644,339

       Total liabilities 81,464,447 87,445,681 92,750,307

Deferred inflows of resources
Unamortized gain on bond refunding 960,130 1,182,741 1,424,701            

       Total deferred inflows of resources 960,130 1,182,741 1,424,701            

Net position 88,104,842 74,208,241 59,579,903

       Total liabilities, deferred inflows 
           of resources and net position 170,529,419$     162,836,663$     153,754,911$     
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2017 vs. 2016 
 
At December 31, 2017, the Corporation had total assets of $170.5 million, an increase of $7.7 million from 
$162.8 million at December 31, 2016.  The increase in total assets is attributable to increases of $4.6 million 
in current assets and $7.6 million in property and equipment, which were offset by decreases of $2.8 million 
in restricted assets and $1.7 million in other noncurrent assets.  
 
Restricted assets represent funds held in investment accounts as required by the indenture relating to the 
Corporation’s 2009 Refunding Bonds, Series A (the “2009 Bonds”).  The decrease in restricted assets for 
2017 as compared to 2016 primarily reflects a reduction in fund balances resulting from an increase in 
expenditures from those balances in 2017 for capital projects at the Corporation’s properties. Other 
noncurrent assets at December 31, 2017 and 2016 include $27.8 million and $29.4 million, respectively, 
attributable to the Corporation’s net investment in the capital lease with UNICEF at Three UN Plaza.  
 
Current liabilities at December 31, 2017 were $14.7 million, an increase of $1.1 million from $13.6 million 
at December 31, 2016. The increase in current liabilities is due primarily to an increase of $939,000 in 
prepayments by tenants during 2017 of future rents under the Corporation’s leases, as reflected in the 
financial statements under security deposits payable and unearned revenues. Long-term obligations, net of 
current portion, were $66.8 million at December 31, 2017, a decrease of $7.1 million from 2016, primarily 
due to the repayment of principal amounts on the 2009 Bonds. 
 
Deferred inflows of resources at December 31, 2017 were $960,000, a decrease of $223,000 from 2016, 
reflecting the current year amortization of the unamortized gain on bond refunding.  
 
2016 vs. 2015 
 
At December 31, 2016, the Corporation had total assets of $162.8 million, an increase of $9.0 million from 
$153.8 million at December 31, 2015.  The increase in total assets is attributable to increases of $7.2 million 
in restricted assets and $5.5 million in property and equipment, offset by decreases of $2.2 million in current 
assets and $1.5 million in other noncurrent assets. The increase in restricted assets for 2016 primarily reflects 
additional deposits made in 2016 to pay for upcoming capital projects at the Corporation’s properties. Other 
noncurrent assets at December 31, 2016 and 2015 include $29.4 million and $30.9 million, respectively, 
attributable to the Corporation’s net investment in the capital lease with UNICEF at Three UN Plaza.  
 
Current liabilities at December 31, 2016 were $13.6 million, an increase of $1.5 million from $12.1 million 
at December 31, 2015. The increase in current liabilities is due primarily to an increase of $2.0 million in 
accounts payable and accrued expenses, offset by a decrease of $613,000 in prepayments by tenants during 
2016 of future rents under the Corporation’s leases, as reflected in the financial statements under security 
deposits payable and unearned revenues. Long-term obligations, net of current portion, were $73.9 million 
at December 31, 2016, a decrease of $6.7 million from 2015, primarily due to the repayment of principal 
amounts on the 2009 Bonds. 
 
Deferred inflows of resources at December 31, 2016 were $1.2 million, a decrease of $242,000 from 2015, 
reflecting the current year amortization of the unamortized gain on bond refunding.  
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Statements of Revenues, Expenses and Changes in Net Position 
 
The following is a summary of the Corporation’s revenues, expenses, and changes in net position for the 
years ended December 31, 2017, 2016 and 2015. 

2017 2016 2015
2017 vs.

2016 (%)
2016 vs. 

2015 (%)

Total operating revenues 44,479,548$      43,776,284$    43,452,119$    2% 1%

Total operating expenses 28,050,794 26,355,918 26,528,500 6% -1%

Operating income 16,428,754 17,420,366 16,923,619

Nonoperating revenues (expenses):

    Interest income 477,420 170,874 125,200 179% 36%

    Interest expense (2,949,431) (3,187,846) (3,418,519) -7% -7%

    Write-off of development-in-progress costs -                    -                  (14,388,849) -          100%

    Loss on disposal of office equipment (1,565)               -                  -                  -100% -        

    Unrealized gain (loss) on restricted assets (58,577)             224,944           (54,115)           126% 516%

              Total nonoperating expenses (2,532,153) (2,792,028) (17,736,283) -9% -84%

             Change in net position 13,896,601 14,628,338 (812,664)

Net position, beginning of year 74,208,241 59,579,903 60,392,567 25% -1%

Net position, end of year 88,104,842$      74,208,241$    59,579,903$    19% 25%  
 
Operating Revenues.  Operating revenues for the years ended December 31, 2017, 2016 and 2015 were 
$44.5 million, $43.8 million and $43.5 million, respectively. The increase in operating revenues each year 
is primarily attributable to the increase in pass-through payments to the Corporation by tenants under leases 
from the Corporation as a result of increases in operating expenses that occurred in the prior year.  
 
The office space in One and Two UN Plaza is leased principally to the United Nations and foreign missions 
to the United Nations.  UNICEF leases all of the space in Three UN Plaza for use as its world headquarters. 

Operating Expenses.  Operating expenses for the years ended December 31, 2017, 2016 and 2015 were 
$28.1 million, $26.4 million and $26.5 million, respectively.  
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Nonoperating Revenues (Expenses).  Total nonoperating expenses for the years ended December 31, 
2017, 2016 and 2015 were $2.5 million, $2.8 million and $17.7 million, respectively.   
 
Total nonoperating expenses for 2015 include the write-off of $14.4 million in development-in-progress 
costs relating to a new building project.  The Corporation had proposed to the UN the financing and 
construction by the Corporation of a new build-to-suit office building, for exclusive UN use, to be located 
across from the United Nations Headquarters.  The UN decided in 2015 not to proceed with the new building 
at that time.  The Corporation had previously capitalized these development-in-progress costs in its financial 
statements as part of property and equipment.  The Corporation wrote off these development-in-progress 
costs as of December 31, 2015, as these costs were not reasonably certain to have continuing value given 
the uncertainty as to whether the project would proceed.   
 
Interest income for the years ended December 31, 2017, 2016 and 2015 was $477,420, $170,874 and 
$125,200, respectively.  The increases in interest income each year reflect increases in investment fund 
balances and higher rates paid on the Corporation’s investments for that year. 
 
Net Position. The total net position at December 31, 2017, 2016 and 2015 was $88.1 million, $74.2 million 
and $59.6 million, respectively. 
 
The Corporation issued the 2009 Bonds on October 29, 2009 at a face amount of $111,475,000. The 2009 
Bonds have consistently been rated A1 by Moody’s and A+ by Fitch from and since the date of issuance.  
 
The 2009 Bonds, which pay semiannual interest on January 1 and July 1 at various rates, are subject to 
mandatory annual redemption of stated principal amounts on July 1.  The balance of the 2009 Bonds as of 
December 31, 2017 was $68,570,000. 
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As of December 31,

2017 2016
Assets:

Current assets:
Cash and cash equivalents (Note 2) 15,937,949$         14,578,015$        

3,696,398 2,955,199
Current portion of net investment in capital lease (Note 6) 1,684,504 1,423,501
Prepaid expenses and other assets, net 4,349,302 2,113,907

Total current assets 25,668,153 21,070,622

Noncurrent assets:
Restricted assets (Note 3) 59,889,544 62,746,869
Net investment in capital lease, less current portion (Note 6) 27,752,780 29,437,284
Property and equipment, net (Note 4) 57,218,942 49,581,888

Total noncurrent assets 144,861,266 141,766,041

Total assets 170,529,419$       162,836,663$      

Liabilities:

Current liabilities:
Accounts payable and accrued expenses 5,544,234$            5,554,160$          
Security deposits payable and unearned revenues 1,209,887 270,860

6,754,121 5,825,020

Current liabilities (payable from restricted assets):
Accrued interest payable 1,659,419 1,808,419
Current portion of long-term debt 6,260,000 5,960,000

7,919,419 7,768,419

Total current liabilities 14,673,540 13,593,439

Noncurrent liabilities:
Long-term obligations, net of current portion (Note 5) 66,790,907 73,852,242

Total noncurrent liabilities 66,790,907 73,852,242

Total liabilities 81,464,447 87,445,681

Deferred inflows of resources:
Unamortized gain on bond refunding 960,130                 1,182,741

Total deferred inflows of resources 960,130               1,182,741

Net position:
Invested in capital assets, net of related debt 20,541,371 7,604,876
Restricted 34,903,131 41,950,639
Unrestricted 32,660,340 24,652,726

Total net position 88,104,842 74,208,241

Total liabilities, deferred inflows of resources and
   net position 170,529,419$       162,836,663$      

The accompanying notes are an integral part of these financial statements.

    Accounts receivable, less allowance for doubtful accounts of
    $3,700 in 2017 and 2016

DMcElwee
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For the years ended

December 31,

2017 2016

Operating revenues:
Office space 34,287,326$          33,706,156$      

Capital lease 8,792,419 8,673,841

Other income 1,399,803            1,396,287         

Total operating revenues 44,479,548 43,776,284

Operating expenses:
Administrative salaries and employee benefits 1,736,230 1,915,155

Property manager's reimbursable salaries and employee benefits 2,888,089 2,709,078

Other operating costs 13,505,399 12,625,483

Depreciation and amortization (Note 2) 5,851,011 5,275,496

Rent and real estate taxes (Note 6) 3,531,391 3,435,628

Management fees 147,600 128,503

Professional fees 391,074 266,575

Total operating expenses 28,050,794 26,355,918

Operating income 16,428,754 17,420,366

Nonoperating revenues (expenses):
   Interest income 477,420 170,874

   Interest expense (Note 5) (2,949,431) (3,187,846)

   Loss on disposal of office equipment (1,565) -                   

   Unrealized (loss) gain on restricted assets (Note 3) (58,577)                224,944            

Total nonoperating (expenses) (2,532,153) (2,792,028)

Change in net position 13,896,601 14,628,338

Net position, beginning of year 74,208,241 59,579,903

Net position, end of year 88,104,842$          74,208,241$      

The accompanying notes are an integral part of these financial statements.  
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2017 2016
Cash flows from operating activities:

Receipts from tenants 46,100,878$       44,225,541$        
Payments to suppliers (16,295,447) (9,810,278)
Payments for rent and real estate taxes (3,527,295) (3,429,539)
Payments to employees for salaries and benefits (4,691,562) (4,589,373)

Net cash provided by operating activities 21,586,574 26,396,351

Cash flows from capital and related financing activities:

Decrease in long-term obligations (382,540) (382,540)

Repayments of principal on long-term debt (5,960,000) (5,685,000)

Interest payments on long-term debt (3,739,838) (4,018,888)

Capital expenditures for properties (13,420,429) (10,722,221)
Net cash used in capital and related financing activities (23,502,807) (20,808,649)

Cash flows from investing activities:

Interest and realized gains on investment securities 477,420 170,874
Maturities and redemptions of investment securities 51,427,000 51,513,000
Purchases of investment securities (48,628,253) (58,523,513)

Net cash provided by (used in) investing activities 3,276,167 (6,839,639)

Net increase (decrease) in cash and cash equivalents 1,359,934 (1,251,937)

Cash and cash equivalents, beginning of year 14,578,015 15,829,952

Cash and cash equivalents, end of year 15,937,949$       14,578,015$        

Reconciliation of operating income to net cash provided by

     operating activities:

Operating income 16,428,754$       17,420,366$        
Adjustments to reconcile operating income to net cash provided

   by operating activities:

    Depreciation and amortization 5,851,011 5,275,496
Changes in operating assets and liabilities:

            Accounts receivable, net (741,199) (140,705)
 Net investment in capital lease 1,423,501 1,203,346

            Prepaid expenses and other assets (2,304,595) 1,285,852
            Accounts payable and accrued expenses (9,925) 1,965,380
            Security deposits payable and unearned revenues 939,027 (613,384)

   Net cash provided by operating activities 21,586,574$      26,396,351$      

For the years ended

December 31,

The accompanying notes are an integral part of these financial statements.
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1. Organization: Development Projects  

United Nations Development Corporation (the “Corporation”) is a public benefit corporation 
established under Chapter 345, Laws of the State of New York, 1968, as amended (the “Act”).  The 
Corporation was created to undertake coordinated development of office space and other facilities 
within a defined “United Nations development district” in the area of the United Nations 
headquarters in The City of New York (the “City”) needed for the official international community 
in the City, including the United Nations (the “UN”), missions to the UN and UN-related programs 
and activities.  

The Corporation’s major development projects since its establishment are as follows: 

One United Nations Plaza 

In 1976, the Corporation completed construction of a 39-story office building and hotel (the 
“Hotel”) at One United Nations Plaza (“One UN Plaza”) as part of the Phase I project, which 
included the buildings at 763 and 765 United Nations Plaza (together, “Phase I”).  The buildings at 
763 and 765 United Nations Plaza were sold in April 1999 and September 2000, respectively.  In 
1997, One UN Plaza was converted to a condominium and the portion of the Hotel included in 
Phase I was sold to a private hotel operator (the “Hotel Operator”).  The office space in One UN 
Plaza is leased by the Corporation principally to the UN and foreign missions to the UN. 

Two United Nations Plaza 

In 1984, the Corporation completed construction of a 40-story office building and hotel at Two 
United Nations Plaza (“Phase II” or “Two UN Plaza”).  In 1997, the portion of the hotel included 
in Phase II was leased to the Hotel Operator under a long-term lease.  The office space in Two UN 
Plaza is leased by the Corporation principally to the UN and foreign missions to the UN. 

Three United Nations Plaza 

In 1987, the Corporation completed construction of a 15-story office-residential building at Three 
United Nations Plaza (“Phase III” or “Three UN Plaza”).  UNICEF currently leases all of the space 
in Three UN Plaza for use as its world headquarters. 

2. Significant Accounting Principles 

Basis of accounting 
The Corporation uses the economic resources measurement focus and the accrual basis of 
accounting.  Revenue is recognized when earned and expenses are recognized when a liability is 
incurred, regardless of the timing of the related cash flows. The financial statements of the 
Corporation have been prepared in conformity with accounting principles generally accepted in the 
United States (“U.S. GAAP”), as prescribed by the Governmental Accounting Standards Board 
(“GASB”).  GASB is the primary standard-setting body for establishing governmental accounting 
and financial reporting principles.   

Cash and cash equivalents 
Cash and cash equivalents consist of demand deposits that are either federally insured or 
collateralized with short-term investments in U.S. Government obligations with an original maturity 
of three months or less when acquired. All securities held by custodians as collateral are registered 
and are held in the Corporation’s name. 
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Operating and non-operating revenue 
Revenue from leases is recognized as income as such amounts become receivable under the 
provisions of each lease, except that upfront lease payments received in advance of the period to 
which they apply are deferred and recognized as income during future periods. Given the nature of 
the Corporation’s operations, revenue from leases and related fees and agreements is considered 
operating revenue. All other revenues are considered non-operating. 
 
Investment in capital lease 
The Corporation’s lease with UNICEF at Three UN Plaza qualifies as a capital lease, which is stated 
at its net investment amount.  Income is recognized over the life of the UNICEF lease, which expires 
in 2026. 

Property and equipment 
Property and equipment are stated at cost less accumulated depreciation and amortization.  
Expenditures for maintenance and repairs are charged to operations as incurred.  Significant 
renovations that improve and extend the useful life of an asset are capitalized. The Corporation’s 
capitalization threshold is $5,000. 
 
Depreciation is computed by the straight-line method over the following periods:  (i) 50 years for 
buildings; (ii) 3 to 25 years for building improvements; and (iii) 3 to 10 years for furniture, fixtures 
and equipment.  The land represents a leasehold interest and is being amortized over the term of the 
1972 Lease (as defined in Note 6). 

Bond issuance costs 
Bond issuance costs are recognized as expenses in the period incurred. 
 
Net position  
The Corporation’s net position is classified in the following categories: (a) invested in capital assets, 
net of related debt:  consisting of project assets, net of accumulated depreciation and deferred costs, 
reduced by the outstanding balance of debt attributable to the acquisition, construction, or 
improvement of those assets; (b) restricted assets:  consisting of assets restricted for specific 
purposes by law or parties external to the Corporation; and (c) unrestricted assets:   consisting of 
assets that are not classified either as invested in capital assets, net of related debt or restricted 
assets. When both restricted and unrestricted resources are available for use, it is the Corporation’s 
policy to use restricted resources first, and then unrestricted resources as they are needed. 

Income taxes 
No provision for taxes or deferred taxes has been included in these financial statements because the 
Corporation is exempt from federal and state income taxes as a public benefit corporation of the 
State of New York and a not-for-profit under Section 501(c)(3) of the Internal Revenue Code.  

Use of estimates 
The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America 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.  Actual results could differ from those estimates and assumptions. 
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Recent accounting pronouncements 

GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other 
than Pensions ("GASB 75") is effective for fiscal years beginning after June 15, 2017. GASB 75 
requires the liability of employers and non-employer contributing entities to employees for defined 
benefit OPEB (net OPEB liability) to be measured as the portion of the present value of projected 
benefit payments to be provided to current active and inactive employees that is attributed to those 
employees’ past periods of service (total OPEB liability), less the amount of the OPEB plan’s 
fiduciary net position. GASB 75 is not expected to have an impact on the Corporation’s financial 
statements. 

 
GASB Statement No. 83, Certain Asset Retirement Obligations, (“GASB 83”) is effective for 
reporting periods beginning after June 15, 2018.  GASB 83 addresses accounting and financial 
reporting for certain asset retirement obligations (“AROs”).  An ARO is a legally enforceable 
liability associated with the retirement of a tangible capital asset. This statement establishes criteria 
for determining the timing and pattern of recognition of a liability and a corresponding deferred 
outflow of resources for AROs. GASB 83 is not expected to have an impact on the Corporation’s 
financial statements. 

 
GASB Statement No. 84, Fiduciary Activities, (“GASB 84”) is effective for reporting periods 
beginning after December 15, 2018.  The objective of GASB 84 is to improve guidance regarding 
the identification of fiduciary activities for accounting and financial reporting purposes and how 
those activities should be reported. GASB 84 is not expected to have an impact on the Corporation’s 
financial statements. 
 
GASB Statement No. 85, Omnibus 2017, (“GASB 85”) is effective for fiscal years beginning after 
June 15, 2016. The objective of GASB 85 is to address practice issues that have been identified 
during implementation and application of certain GASB statements. GASB 85 is not expected to 
have an impact on the Corporation’s financial statements. 
 
GASB Statement No. 86, Certain Debt Extinguishment Issues, (“GASB 86”) is effective for fiscal 
years beginning after June 15, 2017. The primary objective of GASB 86 is to improve consistency 
in accounting and financial reporting for in-substance defeasance of debt by providing guidance for 
transactions in which cash and other monetary assets acquired with only existing resources – 
resources other than the proceeds of refunding debt. This statement also improves accounting and 
financial reporting for prepaid insurance on debt that is extinguished. GASB 86 is not expected to 
have an impact on the Corporation’s financial statements. 
 
GASB Statement No. 87, Leases, (“GASB 87”) is effective for reporting periods beginning after 
December 15, 2019. The objective of GASB 87 is to improve accounting and financial reporting 
for leases by governments. This statement increases the usefulness of governments’ financial 
statements by requiring recognition of certain lease assets and liabilities for leases that previously 
were classified as operating leases and recognized as inflows of resources or outflows of resources 
based on the payment provisions of the contract. It establishes a single model for lease accounting 
based on the foundational principle that leases are financings of the right to use an underlying asset. 
Under this statement, a lessee is required to recognize a lease liability and an intangible right-to-
use lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of 
resources, thereby enhancing the relevance and consistency of information about governments’ 
leasing activities. The Corporation has not completed the process of evaluating the impact of GASB 
87 on its financial statements. 
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3. Investments and restricted assets and fair value measurements 

 
All investments are carried at fair value. Certain accounts are funded by the Corporation as required 
under the Indenture for the 2009 Bonds (as such terms are defined in Note 5).  Such accounts are 
classified as restricted assets and consist of investments in U.S. Treasury Securities.  Accounts 
funded under the Indenture are held as trust assets in the Corporation’s name by The Bank of New 
York Mellon, as the Corporation’s trustee and custodian under the Indenture. 
 
The Corporation’s permitted investments under the Indenture include:  (i) obligations to which the 
faith and credit of the U.S. government are pledged; (ii) obligations, the payment of the principal 
of and interest on which are unconditionally guaranteed by the U.S. government; (iii) direct and 
general obligations of any state or political subdivision provided that such obligations are rated in 
either of the two highest rating categories by Moody’s Investors Service (“Moody’s”); (iv) bonds, 
debentures, participation certificates or notes issued by entities named in the Indenture (including 
Federal Home Loan Banks, Fannie Mae, Ginnie Mae or Freddie Mac); (v) Public Housing Bonds, 
Temporary Notes or Preliminary Loan Notes fully secured by contracts with the United States; (vi) 
certificates of deposit issued by banks in the State of New York having capital stock and surplus of 
more than $50 million and rated at least A by Moody’s and another nationally recognized rating 
agency, or fully secured by direct obligations of or obligations guaranteed by the U.S. government; 
(vii) repurchase agreements secured by any one or more of the securities described in clauses (i) 
through (iv) above; (viii) obligations of any corporation organized under the laws of any state in 
the United States maturing within two-hundred-seventy days, rated P-1 by Moody’s, A-1+ by 
Standard & Poor’s and F-1+ by Fitch, Inc.; (ix) banker’s acceptances maturing within ninety days 
rated P-1 by Moody’s, A-1+ by Standard & Poor’s and F-1+ by Fitch, Inc.; and (x) money market 
mutual funds invested in obligations issued or guaranteed by the U.S. government or in obligations 
of agencies or instrumentalities of the U.S. where the payment of principal and interest is guaranteed 
by the U.S. government. 
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Total restricted assets held by the Corporation at December 31, 2017 and 2016 included in the statements 
of net position were as follows: 

 

Weighted
average
maturity

Cost Fair Value (years) (a)

U.S. Treasury securities:
      Treasury Notes 47,803,033$      47,715,832$       0.61

Total U.S. Treasury Securities 47,803,033        47,715,832         

Total Investments 47,803,033        47,715,832         

Cash and cash equivalents 12,173,712        12,173,712         

Total restricted assets 59,976,745$      59,889,544$       

Weighted
average
maturity

Cost Fair Value (years) (a)

U.S. Treasury securities:
      Treasury Bills 995,125$           995,337$            0.32
      Treasury Notes 58,449,828        58,420,992         0.81

Total U.S. Treasury Securities 59,444,953        59,416,329         

Total Investments 59,444,953        59,416,329         

Cash and cash equivalents 3,330,540          3,330,540           

Total restricted assets 62,775,493$      62,746,869$       

December 31, 2017

December 31, 2016

 

The Corporation categorizes its fair value measurements within the fair value hierarchy established by U.S. 
GAAP. The hierarchy is based on the valuation inputs used to measure fair value of the assets. Level 1 
inputs are quoted prices in an active market for identical assets; Level 2 inputs are significant other 
observable inputs; and Level 3 inputs are significant unobservable inputs.  
 
The Corporation had the following recurring fair value measurements as of December 31, 2017 and 2016: 

 
U.S. Treasury securities of $47,715,832 and $59,416,329, respectively, are valued using quoted market 
prices (Level 1 inputs). 
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4. Property and equipment 

Property and equipment consisted of the following as of December 31, 2017 and 2016: 

Balance at Balance at
January 1, Additions Deletions December 31,

2017 2017 2017 2017

Land 3,823,597$     -$              -$                3,823,597$      

Building and building improvements 152,624,537   13,324,118   -                  165,948,655

Furniture, fixtures and equipment 1,369,935       96,310          (15,665)           1,450,580

157,818,069 13,420,428 (15,665)           171,222,832

   Less: accumulated depreciation
            and amortization (108,236,181) (5,781,809)    14,100             (114,003,890)  

       Property and equipment, net 49,581,888$   7,638,619$  (1,565)$          57,218,942$    

Balance at Balance at
January 1, Additions Deletions December 31,

2016 2016 2016 2016

Land 3,823,597$     -$              -$                3,823,597$      

Building and building improvements 141,931,852   10,692,685   -                  152,624,537                

Furniture, fixtures and equipment 1,340,399       29,536          -                  1,369,935

147,095,848 10,722,221 -                  157,818,069

   Less: accumulated depreciation
            and amortization (103,029,888) (5,206,293)    -                  (108,236,181)  

       Property and equipment, net 44,065,960$   5,515,928$   -$                49,581,888$    
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5. Long-Term Debt 

Long-term debt as of December 31, 2016 and 2017 was as follows:   

Balance at Additions/ Balance at Additions/ Balance at

January 1, Deletions December 31, Deletions December 31,

2016 2016 2016 2017 2017

Bonds of 2009, Series A 80,215,000$     (5,685,000)$    74,530,000$    (5,960,000)$     68,570,000$    

Bonds of 1980, due August 1, 2025 at 1,250,000         -                  1,250,000        -                   1,250,000        

8% interest, payable semi-annually

Bonds of 1978, due July 1, 2028 at 287,500            -                  287,500           -                   287,500           

8% interest, payable semi-annually

81,752,500       (5,685,000)      76,067,500      (5,960,000)       70,107,500      

Add:

   Unamortized bond premium 2,951,046         (449,557)         2,501,489        (418,795)          2,082,694        

84,703,546       (6,134,557)      78,568,989      (6,378,795)       72,190,194      

   Other long-term liabilities 2,008,333         (382,540)         1,625,793        (382,540)          1,243,253        

Less: 

  Current portion of long-term debt (5,685,000)        (275,000)         (5,960,000)      (300,000)          (6,260,000)      

  Current portion of other long-term obligations (382,540)           -                  (382,540)         -                       (382,540)         

Long-term obligations, net of current portion 80,644,339$     (6,792,097)$    73,852,242$    (7,061,335)$     66,790,907$    

 
 
2009 Refunding Bonds, Series A 

 
The Corporation’s 2009 Refunding Bonds, Series A (the “2009 Bonds”) were issued on October 
29, 2009 under an Indenture of Trust dated as of December 1, 1992 (the “Indenture”), between the 
Corporation and The Bank of New York Mellon, as Trustee, as amended and supplemented by 
supplemental indentures dated as of March 1, 1995, January 1, 1997, July 1, 1997, July 1, 1998, 
January 29, 2004 and October 29, 2009.  The 2009 Bonds were issued in a face amount of 
$111,475,000, at a net premium of $5,497,093.  The net proceeds of the 2009 Bonds were used, 
together with other funds held under the Indenture, to redeem the 2004 Bonds in November 2009.  
Amortization of the bond premium relating to the 2009 Bonds was $418,795 for 2017 and $449,557 
for 2016, respectively. 
 
Interest on the 2009 Bonds is payable semiannually on January 1 and July 1 at various rates, ranging 
from 2.00% to 5.00%.  Interest expense is reflected at a constant effective yield (including 
amortization of premium and issue costs). The 2009 Bonds are subject to mandatory annual 
redemption of stated principal amounts from July 2010 through July 2026.  

The 2009 Bonds are collateralized by net revenues from Phases I, II and III and amounts in the 
funds and accounts held by the Trustee. 
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The Corporation incurred issuance costs of $1,919,426 with respect to the 2009 Bonds.   
 
Bonds of 1980 and Bonds of 1978 

The Bonds of 1980 and the Bonds of 1978 are special purpose revenue bonds which require 
payments of interest only to maturity of $100,000 and $23,000 per annum, respectively.  Debt 
service on these bonds is senior to that of the 2009 Bonds and was senior to that of the 2004 Bonds. 

Maturities of Long-Term Debt 

 

The principal and interest payments on the Corporation's long-term debt are due as follows:

Principal Interest Total

Year ending December 31,
2018 6,260,000$          3,441,837$         9,701,837$            
2019 6,565,000            3,136,988           9,701,988              
2020 6,890,000            2,812,237           9,702,237              
2021 7,200,000            2,503,238           9,703,238              
2022 7,565,000            2,143,238           9,708,238              

2023 to 2027 * 35,340,000          4,648,975           39,988,975            
2028 287,500               23,000                310,500                 

70,107,500$        18,709,513$       88,817,013$          

* Represents total amounts for the five-year period.  
 
 

6. Leases 
 
As Lessee: 

 
The City of New York 
Under a lease agreement, dated August 1, 1972, as amended (the “1972 Lease”), and a lease 
agreement dated May 8, 1981, as amended (the “1981 Lease” and together with the 1972 Lease, the 
“City Leases”), the Corporation leases from the City Phase I (excluding the hotel portion) and the 
underlying land, Phase II (but not the underlying land, which is leased under the Phase II Ground 
Lease referred to below), and Phase III and the underlying land.  Rent payable to the City under the 
City Leases is subordinate to debt service on the 2009 Bonds and was subordinate to debt service 
on the 2004 Bonds prior to redemption in November 2009.  The City Leases include the following 
provisions: 

 The terms of the City Leases will continue until all bond obligations issued in connection 
with Phases I, II, and III are paid, but not beyond December 18, 2071 for the 1972 Lease 
and May 7, 2080 for the 1981 Lease. 

 The City Leases may be terminated at any time by the City, provided that the City purchases 
the Corporation’s interests under the City Leases for amounts at least sufficient to pay the 
Corporation’s bond obligations with respect to Phases I, II, and III. 
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 The Corporation pays base rent equivalent to full real estate taxes on the portions of One 
and Two UN Plaza not occupied by the UN, missions to the UN or used as a community 
facility.  The Corporation’s base rent on account of Three UN Plaza is fixed at $481,000 
annually. Total base rent under the City Leases was $1,715,966 and $1,609,301 for the 
years ended December 31, 2017 and 2016, respectively.   

 Rent is payable only from revenues remaining after payment of operating expenses and 
other obligations, including debt service, of Phases I, II, and III. 

 In addition to the amounts described above, the 1981 Lease obligates the Corporation to 
pay additional rent equal to ninety percent of Consolidated Surplus (as defined in the 1981 
Lease) provided that the minimum amount payable must be the greater of $85,000 or the 
Applicable United Nations Rent Surplus, as defined, but in no event more than the 
Consolidated Surplus for such year. In general, the 1981 Lease defines Consolidated 
Surplus as revenues from the Corporation’s operations during the year, minus the amounts 
paid, set aside or placed in reserve in connection with the Corporation’s operations and to 
comply with the Corporation’s obligations, including debt service and other requirements 
under  the Corporation’s financing documents.  Under the 1981 Lease, specific approval of 
the Board of Directors is required to establish reserves not mandated by the Corporation’s 
financing documents and not required to pay other current obligations. 

 
In March 2018, in connection with the year ended December 31, 2017, the Board of Directors 
established a reserve from the Corporation’s 2017 revenues of $3,965,128, as permitted under the 
1981 Lease, to be available to pay costs of future capital improvement projects at One and Two UN 
Plaza.  Consequently, there was no Consolidated Surplus for the year ended December 31, 2017 
and no additional rent was payable to the City for 2017.   
 
In March 2017, in connection with the year ended December 31, 2016, the Board of Directors 
established a reserve from the Corporation’s 2016 revenues of $2,078,883, as permitted under the 
1981 Lease, to be available to pay costs related to capital improvement projects at One and Two 
UN Plaza. Consequently, there was no Consolidated Surplus for the year ended December 31, 2016  
and no additional rent was payable to the City for 2016. 

 
Phase II Ground Lease  

The Corporation holds a 99-year leasehold expiring in 2079 from a private party on the land 
underlying Phase II.  Annual rental payments of $250,000 are payable through the year 2025 under 
the ground lease for such land; annual rental payments after 2025 will be increased based on 
changes in the Consumer Price Index compared to the Consumer Price Index as of February 1, 
2014.  The Corporation has an option exercisable at any time between August 1, 2020 and July 31, 
2025 to purchase the land at fair market value on the exercise date, less the principal amount of the 
Bonds of 1980, as described in Note 5.  At December 31, 2017, aggregate future minimum rentals 
under this ground lease approximated $15,500,000, assuming the Corporation does not exercise the 
purchase option. 
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As Lessor: 
 

Phase I 
 

The office space in One UN Plaza is leased principally to the UN and missions to the UN, and a 
portion of the ground floor of the building is leased to a retail tenant.  The One UN Plaza lease from 
the Corporation to the UN expires on March 31, 2023. The remaining terms of other leases at One 
UN Plaza range from approximately three to five years (assuming no exercise of tenant renewal 
options).  Fixed minimum rents under the One UN Plaza leases, excluding operating expense 
escalations, will be approximately $12.1 million in 2018, $12.2 million in 2019, $12.4 million in 
2020, $12.0 million in 2021 and $12.0 million in 2022.  

Phase II 
 

The office space in Two UN Plaza is leased principally to the UN and missions to the UN. The Two 
UN Plaza lease from the Corporation to the UN expires on March 31, 2023. The remaining terms 
of other leases at Two UN Plaza range from approximately one to five years.  Fixed minimum rents 
under the Two UN Plaza leases, excluding operating expense escalations, will be approximately 
$12.6 million in 2018, $12.2 million in 2019, $11.9 million in 2020, $11.9 million in 2021 and 
$11.9 million in 2022. 

The hotel space at Two UN Plaza is leased to the Hotel Operator for a term expiring in 2079, 
matching the term of the Phase II ground lease.  The Hotel Operator is responsible for 
reimbursement to the Corporation of its allocable portion of building operating expenses, including 
ground rent. 

Phase III 
 

All rentable space in Three UN Plaza is leased to UNICEF under a lease expiring in 2026.  Subject 
to UNICEF meeting certain conditions, including maintaining its world headquarters in the City of 
New York, the City agreed to transfer title to Three UN Plaza to UNICEF in 2026 upon expiration 
of the lease term without any additional payment from UNICEF.  As part of that agreement, the 
Corporation would transfer to the City its leasehold interest in Three UN Plaza.  The lease with 
UNICEF is accounted for as a capital lease. 

UNICEF’s annual base rent (excluding operating expense escalations) in 2017 and for each year 
through the lease termination date in 2026 will be approximately $6.7 million.  
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Net investment in capital lease (with UNICEF) 
The components of the net investment in the capital lease with UNICEF as of December 31, 2017 
and 2016 are as follows: 

2017 2016

Total minimum lease payments to be received 55,445,310$     61,968,287$     
Less:  Unearned income (26,008,026) (31,107,502)
Less:  Current portion of net investment in capital lease (1,684,504) (1,423,501)

Total net investment in capital lease (long-term) 27,752,780$     29,437,284$     

December 31,

 

7. Retirement Plans 

The Corporation has a Simplified Employee Pension retirement plan (“SEP”) covering employees 
of age 21 or over with one year or more of service.  The Corporation’s contributions are made 
directly to employee SEP accounts in amounts ranging from 12% to approximately 14% of base 
compensation.  Contributions to the SEP plan were $152,874 and $163,725 for the years ended 
December 31, 2017 and 2016, respectively.   

The Corporation also funds a deferred compensation plan for employees under Section 457(b) of 
the Internal Revenue Code.  Contributions to the 457(b) Plan were $79,682 and $82,034 for the 
years ended December 31, 2017 and 2016, respectively. 
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For the year ended December 31, 2017

Office Space
Revenues and income from capital lease 16,482,757$      17,804,569$      8,792,419$     43,079,745$      $
Operating expenses (6,018,161)       10,464,596$      (6,119,431)       11,685,138$    (4,107,998)    4,684,421$      (16,245,590)     26,834,155$       

Fee Income-Tenant Alteration Work 15,577           15,577               

Other Income (Note A) 1,384,226       1,384,226          

Interest Income 181,761            181,761          90,880           454,402             

Gross Revenues 10,646,357       13,251,125     4,790,878      28,688,360        

General and Administrative Expenses (1,026,147)       (1,021,684)      (444,172)        (2,492,003)        
  
Ground Rent (250,000)         (250,000)           

Interest Expense on the Bonds of 1978 and 1980 (123,000)         (123,000)           
  
Real Estate Taxes to The City of New York (1,565,425)      (1,565,425)        
  
Net Revenues (Note B) 9,620,210         10,291,016     4,346,706      24,257,932        

Base Rent to The City of New York (Note C) (95,776)            (1,139,190)      (481,000)        (1,715,966)        

Debt Service Requirements (Note D) (3,252,041)       (3,975,409)      (2,349,388)     (9,576,838)        
  
Net Revenues in Excess of Debt Service Requirements 6,272,393$       5,176,417$     1,516,318$     12,965,128$      

Phase I Phase II Phase III Total

See Notes to Supplemental Schedule.
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A. Other Income: 
 

Phase II other income represents payment from the Hotel Operator of its proportionate share of 
ground rent, real estate taxes and rent to the City of New York.  

 
B. Net Revenues: 
 

Net revenues include interest income and all Phase I, II and III operating revenues and expenses, 
except for depreciation, amortization and interest expense on the 2009 Bonds. 
 

C. Base Rent to The City of New York: 
 

Payments of base rent to The City of New York are subordinate to the Phase I, II, and III debt 
service requirements. 

 
D. Debt Service Requirements: 
 

Debt service requirements include interest and principal payments for 2017 on the 2009 Bonds.  
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