PACE UNIVERSITY
Financial Statements
June 30, 2009 and 2008
(With Independent Auditors’ Report Thereon)



Independent Auditors’ Report

The Board of Trustees
Pace University:

We have audited the accompanying balance sheets of P



Cash and cash equivalents
Short-term investments (notes 2 and 18)

Assets

PACE UNIVERSITY
Balance Sheets
June 30, 2009 and 2008

Student accounts receivable (net of allowance for doubtful accounts
of $1,974,593 and $2,262,832 in 2009 and 2008, respectively)

Grants and other receivables

Prepaid expenses and other assets
Contributions receivable, net (note 4)
Investments (notes 3, 10, 15, and 18)
Student loans receivable (net of allowance for doubtful
accounts of $3,127,644 and $2,861,285 in 2009 and 2008,
respectively)
Funds held by bond trustees, at fair value (notes 7 and 18)

Plant assets (notes 5 and 7)

Liabilities:

Total assets

Liabilities and Net Assets

Accounts payable and accrued liabilities (note 13)
Notes payable (note 6)
Fair value of derivative instrument (notes 7 and 18)
Deferred revenues and deposits
Long-term debt (notes 7 and 8)

Deferred rental revenue (note 9)

Asset retirement obligations (note 12)

Accrued postretirement benefit obligation (note 11)
U.S. government grants refundable

Total liabilities

Commitments and contingencies (notes 3, 13, and 20)

Net assets:

Unrestricted
Temporarily restricted (note 14)
Permanently restricted (note 14)

Total net assets

Total liabilities and net assets

See accompanying notes to financial statements.

2009 2008
12,258,477 2,390,699
25,410,390 38,622,089

5,701,636 6,082,928
7,459,672 8,696,170
8,744,734 9,486,915
19,696,634 22,168,099
95,198,783 122,883,159
13,864,122 14,292,079
12,969,294 11,537,868
255,387,920 261,266,078
456,691,662 497,426,084
29,263,260 28,523,805
58,000,000 —
4,371,159 1,487,236
9,211,184 8,571,470
126,143,056 191,051,348
10,386,162 11,330,358
3,493,479 3,331,298
59,626,574 55,247,494
12,333,492 12,514,205
312,828,366 312,057,214
19,969,141 40,637,793
51,106,123 73,940,373
72,788,032 70,790,704
143,863,296 185,368,870
456,691,662 497,426,084







PACE UNIVERSITY
Statements of Cash Flows
Years ended June 30, 2009 and 2008

2009 2008

Cash flows from operating activities:
Change in net assets $  (41,505,574) (2,231,917)
Adjustments to reconcile change in net assets to net cash provided by
operating activities:

Gain from demutualization — (713,407)
Net depreciation in fair value of investments 28,451,384 4,319,472
Investment return on funds held by bond trustee (143,414) (435,452)
Change in fair value of derivative instrument 2,883,923 3,922,931
Change in value of split-interest agreements (120,461) (44,354)
Pension-related changes other than net periodic pension cost 4,260,729 (4,935,076)
Allowance for student loans receivable 266,359 808,359
Deferred rental revenue (944,196) (944,196)
Depreciation 11,275,066 11,634,337
Amortization and write-off of unamortized debt issuance costs 1,184,185 503,991
Write-off of plant assets 14,457 609,153
Revenues restricted for permanent investment (2,078,793) (1,537,104)
Changes in operating assets and liabilities:

Decrease (increase) in student accounts receivable, net 381,292 (190,031)

Decrease in government grants and other receivables 1,236,498 8,446,659

(Increase) decrease in prepaid expenses and other assets (270,341) 1,071,565

Decrease in contributions receivable, net 282,686 328,905



PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

(1) Nature of Operations

Pace University (the University) is an independent, coeducational, nonsectarian, not-for-profit institution
of higher education with campuses in New York City and Westchester County. The University was
founded in 1906 and was granted college status in 1948 by the New York State Board of Regents. It is
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

Conditional promises to give are not recognized until they become unconditional, that is, when the
conditions on which they depend are substantially met. Contributions of assets other than cash are
recorded at their estimated fair value. The University reports contributions of plant assets as
increases in unrestricted net assets unless the donor places restrictions on their use. Contributions of
cash or other assets that must be used to acquire or construct long-lived assets are reported as
temporarily restricted net assets until the assets are placed in service. Contributions to be received
after one year are discounted at a risk-adjusted rate. Amortization of the discount is recorded as
additional contribution revenue in accordance with the donor-imposed restrictions, if any, on the
contribution. An allowance is recorded for uncollectible contributions based on management’s
judgment, past collection experience, and other relevant factors.

Government Grants and Contracts

Government grants and contracts are treated as exchange contracts and, accordingly, are reported as
unrestricted revenue when expenses are incurred in accordance with contractual terms.

Cash Equivalents and Short-Term Investments

The University considers all highly liquid debt instruments with maturities of three months or less at
the time of purchase to be cash equivalents, except for those that are purchased by the University’s
investment managers as part of their long-term investment strategies.

The University classifies book overdrafts as an operating activity in the statements of cash flows.

Short-term investments are reported at fair value and represent the University’s investment of
operating cash. At June 30, 2009 and 2008, $5,344,582 and $38,622,089, respectively, of short-term
investments in the accompanying balance sheets represented investments in the Commonfund’s
Short Term Fund. Effective September 29, 2008, the Trustee of the Short Term Fund announced its
decision to terminate and liquidate the Short Term Fund. Under the liquidation plan, funds are being
disbursed based on investors’ proportional interest in the Short Term Fund as assets mature or are
sold. The value of the liquidation proceeds received by the University is not expected to vary
significantly from the fair value carried on the University’s books. However, the realization of the
balance of the Short Term Fund will depend upon market conditions including the liquidity of the
Short Term Fund’s assets during the liquidation period.

Plant Assets

Plant assets are stated as follows:

. Land and land improvements — at cost.

. Buildings, building improvements, and leasehold improvements — at cost.
. Furniture and equipment — at cost.

. Library books — at nominal amount of $1 per volume.

Depreciation of plant assets is computed on a straight-line basis over their estimated useful lives. No
depreciation is computed in the year assets are acquired and a full year’s depreciation is computed in
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

(k)  Accounting for Uncertainty in Income Taxes

8 (Continued)
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

(m) Reclassifications
Certain reclassifications have been made to prior year amounts to conform to the current year
presentation.

(n)  Other Significant Accounting Policies

Other significant accounting policies are set forth in the following notes.

Investments and Investment Return

Investments are carried at fair value based upon quoted market prices or net asset values provided by the
University’s external investment managers, if no quoted market prices exist.

The University invests in various investment securities. Investment securities are exposed to various risks
such as interest rate, market, and credit risks. Due to the level of risk associated with certain investment
securities, it is at least reasonably possible that changes in the values of investment securities will occur in
the near term and that such changes could materially affect the amounts reported in the balance sheets.

The following table summarizes the composition of investments at June 30, 2009 and 2008:

Fair value
2009 2008

Cash and cash equivalents $ 4,602,831 1,293,304
Common stocks 616,141 1,334,078
Mutual funds 3,126,017 4,818,595
Hedge funds 62,958,187 76,087,093
Alternative investments 23,061,313 37,890,187
U.S. government bonds 73,252 676,146
Municipal bonds 761,042 783,756

$ 95,198,783 122,883,159

Hedge funds and alternative investments represent limited partnerships and similar interests held by the
University that follow a variety of investment strategies. Terms and conditions of these investments,
including liquidity provisions, are different for each

9 (Continued)



PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

The University maintains an investment pool for certain investments. The pool is managed to achieve the
maximum prudent long-term total return. The University’s board of trustees has authorized a policy
designed to preserve the value of these investments in real terms (after inflation) and provide a predictable
flow of funds to support operations. This policy permits the use of total return (dividend and interest
income and investment gains) at a rate (spending rate) of 5% of the quarterly three-year moving average
fair value of the pooled investments. In accordance with the above spending rate, $2,417,771 and
$3,826,974 of investment return was made available for the years ended June 30, 2009 and 2008,
respectively, to support operations of the University. In addition, the University also utilized investment

10 (Continued)
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

Unrestricted

2008:
Dividends and interest on
investments (net of

expenses of $371,841) $ 1,704,309
Net depreciation in fair value
of investments (565,594)
Total return (loss)
on investments 1,138,715
Investment return
appropriated for operations 1,893,118
Total loss on
investments
net of amount
appropriated for
operations $ (754,403)

11

Temporarily

restricted

795,070

(3,733,595)
(2,938,525)

3,360,090

(6,298,615)

Permanently
restricted

2,104

(20,283)

(18,179)

(18,179)

Total

2,501,483

(4,319,472)
(1,817,989)

5,253,208

(7,
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PACE UNIVERSITY

Notes to Financial Statements

June 30, 2009 and 2008

(7) Long-Term Debt

Long-term debt at June 30, 2009 and 2008 consists of the following:

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

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

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

Revenue Bonds, Pace University issue, $26,075,000,
Series 2000, due serially to 2029 at interest rates
ranging from 4.75% to 5.88% per annum, plus
unamortized original issue premium

Revenue Bonds, Pace University issue, $60,000,000,
Series 1997, due serially to 2026 at interest rates
ranging from 5.00% to 5.75% per annum, net of
unamortized original issue discount

Unsecured long-term taxable notes payable, due serially to
2037 at a variable interest rate (b)
Other debt

Total long-term debt

13

2009 2008
$ 73975000 73,975,000
41,750,000 42,500,000
2,499,812 2,503,083
6,806,741 8,253,988
— 62,000,000
1,111,503 1,819,277
$ 126,143,056 191,051,348
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

Instrument if the bonds’ insurer is downgraded below certain ratings (see below). The fair value of
the Derivative Instrument was a liability of $4,371,159 and $1,487,236 at June 30, 2009 and 2008,
respectively, and is reflected in the accompanying balance sheets as fair value of Derivative
Instrument. The accompanying 2009 and 2008 statements of activities reflect the unrealized
depreciation in fair value of Derivative Instrument of $2,883,923 and $3,922,931, respectively.

The Series 2005B insured revenue bonds were issued to fund the cost of a surety bond for the debt
service reserve fund for the Series 2005B bonds, pay the cost of issuance of the Series 2005B bonds,
and refinance certain indebtedness of the University incurred to pay for various capital improvement
projects. At June 30, 2009 and 2008, $1,624,370 and $1,025,268, respectively, of debt service funds
were included in funds held by bond trustees. Similar to Series 2005A, these bonds are auction rate
securities that are subject to a weekly auction process with a cap of 20.0%. The weighted average
interest rate in 2009 and 2008 for Series 2005B was 7.7% and 6.8%, respectively. The range of rates
in 2009 and 2008 was 5.9% — 11.0% and 5.0% — 14.0%, respectively.

On July 28, 2008, the University was notified by the Trustee for the Series 2005 Insured Revenue
Bonds that it was required to deposit collateral with the Trustee, as a result of a rating agency’s
downgrade of the bond insurer’s financial strength rating on June 19, 2008. Collateral in the amount
of $2,769,250 is required to be deposited with the Trustee in semi-annual payments of $276,925 over
a five-year period to fund the Debt Service Reserve Fund, replacing the Surety Bond. The first of the
10 payments was made to the Trustee on August 14, 2008 (for $276,925). The ongoing semi-annual
payments are made in each January and July. As of June 30, 2009, $553,850 was deposited with the
Trustee, and is included in funds held by bond trustees in the accompanying balance sheets.

On November 7, 2008, the University’s bond insurer was further downgraded by the rating agency.
The counterparty has notified the University of its election not to terminate the Derivative Instrument
provided the University posts collateral equivalent to the fair value of the Derivative Instrument (to
the extent it is a liability). However, the University later received notice from the counterparty that
the collateral posting requirement was deferred and therefore no collateral posting was made as of
June 30, 2009. Management and the counterparty are in discussions to restructure the Derivative
Instrument.

The Series 2000 Revenue Bonds payable to the Authority were issued to finance the acquisition and
renovation of a 15-story building located in lower Manhattan. The 76,000-square-foot building is
being used by the University for student and staff housing and other related activities. Under the
Series 2000 bond agreement, the University maintains a debt service reserve fund on deposit with a
trustee. At June 30, 2009 and 2008, $1,372,492 and $815,174, respectively, of debt service reserve
funds were included in funds held by bond trustees.

The Series 1997 Revenue Bonds payable to the Authority were issued to finance various projects and
retire other indebtedness of the University. Under the Series 1997 bond agreement, the University
maintains a debt service reserve fund on deposit with a trustee. At June 30, 2009 and 2008,
$3,838,294 and $3,863,847, respectively, of debt service reserve funds and $1,834,026 and
$1,802,142, respectively, of building and equipment reserve funds were included in funds held by
bond trustees.
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

The Series 1997, 2000, 2005A, and 2005B Revenue Bonds are secured by mortgages on certain of
the University’s properties, security interest in certain fixtures, furnishings, and equipment, and
pledges of revenues limited in each year to the greatest amount payable to the Authority in any bond
year for the principal.

(b) To support its operations and repay an outstanding line of credit, during 2006 the University issued a
series of unsecured long-term taxable notes aggregating $62 million bearing interest at the
one-month adjusted LIBOR as defined in the Trust Indenture and scheduled to mature on July 1,
2037. On December 31, 2008, the remaining balance of the notes of $60,800,000 was fully redeemed
and the related unamortized debt issuance costs of $716,285 were written off.

Interest incurred for the years ended June 30, 2009 and 2008 was $11,003,851 and $11,634,306,
respectively.

Financial Covenants DASNY Series 2005

Pursuant to the June 1, 2005 loan agreements related to the DASNY Series 2005 insured revenue bonds,
the University is required to adhere to certain financial covenants regarding Maximum Annual Debt
Service, as defined, and the maintenance of Unrestricted Investments, as defined, and limiting the
University’s right to incur any additional indebtedness without consent from DASNY and the bond insurer.

The University must maintain debt service (interest on all outstanding indebtedness and principal on all
outstanding long-term indebtedness) at or below 6% of annual Unrestricted Gross Revenues, as defined.

The University must maintain a level of Unrestricted Investments, as defined (as adjusted for market
fluctuation) divided by Outstanding Indebtedness, as defined, equal to (i) at least 25.0% as of each June 30
and December 31 through December 31, 2007; (ii) at least 27.5% as of each June 30 and December 31
occurring from January 1, 2008 through December 31, 2009; and (iii) at least 30.0% as of each June 30 and
December 31 occurring subsequent to December 31, 2009. Unrestricted Investments, as defined, for the
years ended June 30, 2009 and 2008 were:

2009 2008
Investments and short-term investments $ 120,609,173 161,505,248
Permanently restricted net assets (72,788,032) (70,790,704)
Contributions receivable — permanently restricted 11,837,398 13,698,439
Total unrestricted investments 3 59,658,539 104,412,983
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

(8) Debt Service — Long-Term Debt

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

Taxable
notes
Long-term Bonds and capital
debt to payable to lease
DASNY HUD obligations Total
Year ending June 30:
2010 $ 3,230,000 108,000 293,503 3,631,503
2011 3,985,000 144,000 — 4,129,000
2012 4,200,000 89,000 — 4,289,000
2013 4,395,000 91,000 — 4,486,000
2014 4,650,000 92,000 — 4,742,000

(9) Judicial Training Institute

On April 5, 2000, the University entered into a loan agreement with the Authority for the issuance of up to
$17,500,000 State Judicial Institute at Pace University Insured Lease Revenue Bonds, Series 2000
(the Bonds) dated July 1, 2000. In July 2000, bonds with a face value of $16,105,000 plus accrued interest
were issued. Proceeds from the Bonds were used to finance the construction of a judicial training facility
on the University’s White Plains campus to serve as the New York State Judicial Training Institute
(the Institute). The Institute was established to serve as a statewide center for continuing education,
training, and research for all judges and justices of the Unified Court System (the System). The bonds are
due serially through 2020 at interest rates ranging from 4.5% to 5.5% per annum with interest payable
every October 1 and principal, sinking fund installments, and interest payable every April 1. These bonds
are solely payable from certain revenues, funds, and assets pledged by the System as security for the
payment thereof, including certain rental payments to be made by the System to the University pursuant to
an agreement of sublease, also dated April 5, 2000, in amounts sufficient to pay the principal, sinking fund
installments, and interest on the bonds. Payments to be made under the sublease have been assigned to the
Authority pursuant to an assignment of sublease and rent agreement, dated April 5, 2000, between the
University and the Authority that requires the System to make payments to the Authority by March 31 of
each year. The loan agreement between the Authority and the University is without recourse to the
University and the University’s obligation thereunder on account of payments due on the Series 2000
Bonds are payable solely from the aforesaid rental payments as received under the sublease with the
System. The obligation of the System to make payments of rent under the sublease is subject to annual
appropriations by the State of New York for such purpose. The bond proceeds and related obligation are
not included in the accompanying financial statements.

The University recorded the value $16,208,704 of the building as deferred rental revenue. The deferred
rental revenue will be recognized on a straight-line basis over the life of the land lease, May 1, 2003
through June 30, 2020. At June 30, 2009 and 2008, by30,. At e Aul0.94(2..34t47.24 )5.5(6¢.10(7(m 01 Tc.27192subje
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

For measurement purposes, an 8.50% annual rate of increase in the medical per capita cost of covered
healthcare benefits was assumed for pre-age and post-age 65 coverage for the year ended June 30, 2009,
decreasing to 4.50% in 2017 and remaining at that level thereafter. The healthcare cost trend rate
assumption has a significant effect on the accrual. A 1.00% increase in the rate translates to an increase in
the accumulated postretirement benefit obligation and service and interest cost of $7,034,675 and
$572,622, respectively, in 2009. A 1.00% decrease in the rate translates to a decr
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

Operating Leases

The University leases office, student housing, and classroom space under several lease agreements expiring
at various dates through October 31, 2021. The minimum annual rentals in connection with such leases are
as follows:

Amount
Year ending June 30:
2010 $ 16,781,289
2011 16,798,965
2012 15,279,606
2013 12,262,406
2014 12,273,629
2015 and thereafter 58,090,631

$ 131,486,526

Total rental expense for the years ended June 30, 2009 and 2008 was $21,531,525 and $15,673,171,
respectively. Included in accounts payable and accrued liabilities is a deferred rent obligation of
$3,913,450 and $3,555,196 at June 30, 2009 and 2008, respectively, which represents straight-lining the
total minimum lease payments over the lease terms.

Temporarily and Permanently Restricted Net Assets
Temporarily restricted net assets at June 30, 2009 and 2008 are available to support the following areas:

2009 2008
Instruction $ 15,015,587 26,906,980
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

(15) Endowment Funds

The University’s endowment consists of approximately 360 individual funds established for a variety of
purposes. Its endowment includes both donor-restricted endowment funds and funds designated by the
Board of Trustees to function as endowments (quasi endowments). As required by GAAP, net assets
associated with endowment funds are classified and reported based on the existence or absence of
donor-imposed restrictions.

Interpretation of Relevant Law

The Board of Trustees of the University has interpreted the Uniform Management of Institutional Funds
Act (UMIFA) and the New York State Trust Laws as requiring the preservation of the original gift as of
the gift date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As
a result of this interpretation, 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 of investment returns to the permanent endowment made in
accordance with the direction of the applicable donor gift instrument, when applicable. The remaining
portion of the donor-restricted endowment fund that is not classified in permanently restricted net assets is
classified as temporarily restricted net assets to the extent the donor restricted income earned on such
endowments to a particular purpose or time, and in all other cases is classified as unrestricted net assets.
Such amounts recorded as temporarily restricted net assets are released from restriction when the donor
stipulated purpose has been fulfilled and/or the required time period has elapsed.

The following represents the University’s endowment
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

2008
Temporarily  Permanently
Unrestricted restricted restricted Total
Donor-restricted endowment $ — 53,718,926 56,456,434 110,175,360
Board-designated endowment 8,660,787 — — 8,660,787
Total pooled
endowment 8,660,787 53,718,926 56,456,434 118,836,147
Nonpooled investments 1,920,337 1,914,862 211,813 4,047,012

Total investments $ 10,581,124 55,633,788 56,668,247 122,883,159

Changes in pooled endowment assets for the year ended June 30, 2009 were as follows:

Temporarily  Permanently
Unrestricted restricted restricted Total

Endowment at June 30, 2008 $ 8,660,787 53,718,926 56,456,434 118,836,147
Investment return:

Investment income 579,525 837,467 — 1,416,992
Net depreciation in fair value
of investments (2,219,453) (26,231,931) — (28,451,384)
Effect of underwater
endowments (8,399,404) 8,399,404 — —
Total investment
return (10,039,332) (16,995,060) — (27,034,392) Total invJ21
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

Changes in endowment assets for the year ended June 30, 2008 are as follows (excluding contributions

receivable):

Temporarily  Permanently
Unrestricted restricted restricted Total
Endowment at June 30, 2007 $ 9,415,190 60,197,000 52,426,057 122,038,247
Investment return:
Investment income 1,704,309 795,070 2,104 2,501,483
Net depreciation in fair value
of investments (565,594) (3,733,595) (20,283) (4,319,472)
Total investment
return 1,138,715 (2,938,525) (18,179) (1,817,989)
Less investment return on
nonpooled investments (1,426,234) (7,145) — (1,433,379)
Total endowment
investment return (287,519) (2,945,670) (18,179) (3,251,368)
Contributions — 1,056,566 3,943,637 5,000,203
Appropriation of endowment
assets for expenditure (466,884) (3,360,090) — (3,826,974)
Other changes, including
transfers — (1,228,880) 104,919 (1,123,961)
Endowment at June 30, 2008 $ 8,660,787 53,718,926 56,456,434 118,836,147

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment funds
may fall below the level that the donor or UMIFA require to retain as a fund for perpetual duration. In
accordance with GAAP, deficiencies of this nature would be reported in temporarily restricted net assets to
the extent there are accumulated gains available to absorb such loss, or otherwise unrestricted net assets.
There was a deficiency as of June 30, 2009 of $8,399,404.

(16) Scholarships and Fellowships

Tuition and fees are presented net of amounts awarded to students to defray their cost of attending the
University. The amount awarded totaled $83,946,704 and $69,642,787 for the years ended June 30, 2009

23
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

Assets:

Level 1
Short-term investments $ 20,065,808
Cash and cash equivalents 718,096
Common stocks 606,162
Mutual funds 3,126,017
Hedge funds —
Alternative investments —
U.S. government bonds 73,252
Municipal bonds 761,042
Total investments 5,284,569
Funds held by bond trustee 12,969,294
25

Level 2

3,856,467

62,958,187

66,814,654

Level 3

5,344,582

28,268
9,979

23,061,313

23,099,560

Most investments classified in Levels 2 and 3 consist of shares or units in investment funds as opposed to
direct interests in the funds’ underlying holdings, which may be marketable. Because the Net Asset Value
(NAYV) reported by each fund is used as a practical expedient to estimate the fair value of the University’s
interest therein, its classification in Level 2 or 3 is based on the University’s ability to redeem its interest at
or near the date of the balance sheets. If the interest can be redeemed in the near term, the investment is
classified in Level 2. The classification of investments in the fair value hierarchy is not necessarily an
indication of the risks, liquidity, or degree of difficulty in estimating the fair value of each investment’s
underlying assets and liabilities.

The following table presents financial instruments that are measured at fair value on a recurring basis by
the SFAS 157 hierarchy as of June 30, 2009:

Total

25,410,390

4,602,831
616,141
3,126,017
62,958,187
23,061,313
73,252
761,042

95,198,783
12,969,294
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PACE UNIVERSITY
Notes to Financial Statements
June 30, 2009 and 2008

The following table presents a reconciliation for all Level 3 assets measured at fair value for the period
July 1, 2008 to June 30, 20009.

Level 3
assets
Financial assets:

Beginning balance at July 1, 2008 $ 37,890,186
Transfers 39,487,712
Net depreciation in fair value (10,231,122)
Purchases 12,992,359
Sales (51,694,993)
Ending balance at June 30, 2009 3 28,444,142

(19) Allocation of Certain Expenses

The University allocates operation and maintenance of plant, depreciation, and interest and other
debt-related expenses based upon building square footage and the use of each facility. For the year ended
June 30, 2009 (with comparative totals for 2008), the following allocation of expenses was included in the
accompanying statements of activities:

Allocated expenses Total per
Operation Interest and statement of
and other changes in
maintenance debt-related Direct unrestricted
of plant Depreciation expenses expenses net assets
Instruction $ 7,083,907 2,663,014 1,843,899 104,032,507 115,623,327
Research 132,048 49,640 19,
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