
 

 

 

 

 

THE REED INSTITUTE 

I n d e p e n d e n t Audit o r s ’ Repor t in 
Accord a n c e with OMB Circul a r A-133 

June 30, 2009 

(With Indep e n d e n t Audit o r s ’ Repor t There o n )



 

 

THE REED INSTITUTE 

Table of Contents 

Page 

I n d e p e n d e n t Audi t o r s ’ Repo r t  1 

Repor t on Inter n a l Contr o l over Finan c i a l Repor t i n g and on Comp l i a n c e and Other Matte r s 
Based on an Audit of Finan c i a l State me n t s Perfo r me d in Accor d a n c e with Government 
Auditing Standards 2 

Finan c i a l Stat e me n t s 4 

Notes to Finan c i a l State m e n t s 8 

Indep e n d e n t Audit o r s ’ Repor t on Comp l i a n c e with Requi r e men t s Appli c a b l e to Each Major 
Progr a m and Inter n a l Contr o l over Compl i a n c e in Accor d a n c e with OMB Circu l a r A–133 30 

Sched u l e of Expen d i t u r e s of Feder a l Award s 33 

Notes to Sched u l e of Expen d i t u r e s of Feder a l Award s 34 

Sched u l e of Findi n g s and Quest i o n e d Costs for the year ende d June 30, 2009 35 



 

 

KPMG LLP 
Suite 3800 
1300 South West Fifth Avenue 
Portland, OR 97201 

KPMG LLP, a U.S. limited liability partnership, is the U.S. 
member firm of KPMG International, a Swiss cooperative. 

 

 

 

  

Independent Auditors’ Report 

The Board of Trustees 



 

 

KPMG LLP 
Suite 3800 
1300 South West Fifth Avenue 
Portland, OR 97201 

KPMG LLP, a U.S. limited liability partnership, is the U.S. 
member firm of KPMG International, a Swiss cooperative. 

 

 

 

 2 

Report on Internal Control Over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial 

Statements Performed in Accordance With Government Auditing Standards  

T h e Board of Trustee s 
The Reed Instit u t e : 

We have audite d the financ i a l state m e n t s of The Reed Instit u t e as of and for the year ended June 30, 2009, 
and have issue d our repo r t there o n dated Octob e r 27, 2009 with a refer e n c e to the adopt i o n of FASB Staff 
Posi t i o n No. 117- 1 , Endowments of Not-for-Profit Organizations: Net Asset Classification of Funds 
Subject to an Enacted Version of the Uniform Prudent Management of Institutional Funds Act, and 
Enhanced Disclosures for All Endowment Funds (FSP 117-1 ) and SFAS No. 157, Fair Value 
Measurements. We condu c t e d our audit in accor d a n c e with audit i n g stand a r d s gener a l l y accep t e d in the 
United States of Americ a and the standa r d s appl i c a b l e to financ i a l audit s conta i n e d in Government 
Auditing Standards, issued by the Comp tro l l e r General of the United States. 

Internal Control over Financial Reporting 

I n plan n in g and perf o r mi n g our audi t , we cons i d e r e d The Reed Insti t u t e ’ s inter n a l contr o l over finan c i a l 
repor t i n g as a basis for desig n i n g our audit i n g proce d u r e s for the purpose of expr es s i n g our opinio n on the 
financ i a l stat e me n t s , but not for the purpos e of expr es s i n g an opinio n on the effecti v e n e s s of The Reed 
Instit u t e ’ s intern a l contro l over financ i a l report i n g .  Accor d i n g l y , we do not expre s s an opini o n on the 
effec t i v e n e s s of The Reed Insti t u t e ’ s in ter n a l contr o l over finan c i a l repor t i n g . 

A defici e n c y in intern a l contr o l over financ i a l repor t i n g exist s when the desig n or opera t i on of a contr ol 
does not allow manage m e n t or employ e e s , in the nor mal course of perfor mi n g their assign e d functi o n s , to 
preven t , or detect and cor rec t mi ssta t e me n t s on a tim ely basis. A mat erial weakness is a deficiency , or 
co mb i n a t i o n of defic i e n c i e s , in inter n a l contr o l over  financ i a l report i n g , such that there is a reason a b l e 
possi b i l i ty that a mat eri a l misst a t e m e n t of the entit y ’ s finan c i a l state m e n t s will not be preve n t e d , or 
detec t e d and corre c t e d on a ti mely basis .  

Our consi d e r a t i o n of inter n a l contr o l over finan c i a l repor t i n g was for the li mit ed purpo s e descr i b e d in th e 
first para g r a p h of this secti o n and was not desig n e d to  ident i f y all defic i e n c i e s in inter n a l contr o l over 
finan c i a l repor t i n g that might be defic i e n c i e s , signi f i c a n t defici e n c i e s , or materia l weakne s s e s . We did not 
identif y any deficie n c i e s in interna l contro l over fi nan c i a l repor t i n g that we c onsid e r to be materi a l 
weakn e s s e s , as define d above . 

Compliance and Other Matters 

A s part of obtai n i n g reaso n a b l e assur a n c e about wheth e r The Reed Insti t u t e ’ s fina n c i a l state m e n t s are fre e 
of materia l missta t e me n t , we perfor me d tests of its comp l i a n c e with certa i n provi s i o n s of laws, regul a t i o n s , 
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This report is intend e d solely for the inform a t i o n and use of man ag e men t , the Board of Trust e e s , other s 
withi n the entity , and federal awardi ng agencies  and is not inte n d e d to be and shou l d not be used by 
anyon e other than these speci f i e d parti e s . 

 

O c t o b e r 27, 2009  



THE REED INSTITUTE

Statements of Financial Position

June 30, 2009 and 2008

Assets 2009 2008

Current assets:
Cash and cash equivalents $ 7,094,502   14,228,789   
Accounts receivable – student and other (note 8) 473,915   364,014   
Short-term investments (note 3) —    103,217   
Contributions receivable, net of allowance $33,000 in 2009 and

$40,000 in 2008 (note 8) 634,605   758,178   
Prepaid expenses and other assets 2,531,139   2,177,474   

Total current assets 10,734,161   17,631,672   

Noncurrent assets:
Cash and cash equivalents whose use is limited 2,208,255   2,067,695   
Accounts receivable noncurrent – student and other, net of

allowance of $60,000 in 2009 and 2008 (note 8) 4,799,126   4,721,657   
Property, plant, and equipment, net (note 4) 115,553,119   111,861,840   
Contributions receivable – noncurrent net of allowance of

$1,077,000 in 2009 and $1,063,000 in 2008 (note 8) 20,437,444   20,191,773   
Funds held in trust by others (note 7) 11,096,955   14,419,352   
Long-term investments (note 3) 347,188,450   464,411,894   
Other assets 510,393   458,578   

Total noncurrent assets 501,793,742   618,132,789   

Total assets $ 512,527,903   635,764,461   

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued liabilities $ 4,946,142   7,370,427   
Postretirement benefits payable (note 6) 644,583   624,461   
Debt and capital leases, current portion (note 5) 1,244,463   1,185,296   
Deferred revenue 1,036,888   861,148   

Total current liabilities 7,872,076   10,041,332   

Long-term liabilities:
Accrued liabilities —    36,823   
Liability for split-interest agreements 9,400,829   10,635,777   
Postretirement benefits payable (note 6) 15,641,100   16,053,418   
Refundable loan programs 3,019,784   3,064,870   
Asset retirement obligation 2,892,350   2,829,607   
Debt and capital leases, net of current portion costs (note 5) 64,889,465   66,122,539   
Other liabilities 2,161,375   1,167,333   

Total long-term liabilities 98,004,903   99,910,367   

Total liabilities 105,876,979   109,951,699   

Net assets (note 9):
Unrestricted 224,075,841   303,566,419   
Temporarily restricted 68,342,511   111,156,580   
Permanently restricted 114,232,572   111,089,763   

Total net assets 406,650,924   525,812,762   

Total liabilities and net assets $ 512,527,903   635,764,461   

See accompanying notes to financial statements.
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THE REED INSTITUTE

Statement of Activities and Changes in Net Assets

Year ended June 30, 2009

Temporarily Permanently Total
Unrestricted restricted restricted 2009

Revenues, gains (losses), and other support:
Tuition and fees $ 51,158,542   —    —    51,158,542   

Less college-funded scholarships (17,711,741)  —    —    (17,711,741)  

Net tuition and fees 33,446,801   —    —    33,446,801   

Auxiliary enterprises 11,398,173   —    —    11,398,173   
Gifts and private grants 6,797,715   798,686   4,830,916   12,427,317   
Government grants, contracts, and student aid 1,666,578   —    —    1,666,578   
Realized and unrealized gains and losses (70,322,842)  (29,429,444)  —    (99,752,286)  
Other investment income 78,464   —    —    78,464   
Other revenues and additions 1,206,859   —    —    1,206,859   

Revenues and gains (losses) (49,175,053)  (28,630,758)  4,830,916   (72,974,895)  

Net assets released from restrictions 8,235,197   (8,235,197)  —    —    

Total revenues, gains (losses), and
other support (7,493,055)  (36,865,955)  4,830,916   (39,528,094)  

Expenses:
Educational and general:

Instruction 25,950,171   —    —    25,950,171   
Research 1,033,580   —    —    1,033,580   
Academic support 7,643,897   —    —    7,643,897   
General institutional support 11,432,009   —    —    11,432,009   
Student services 5,317,894   —    —    5,317,894   
Public affairs 4,793,607   —    —    4,793,607   

Total educational and general 56,171,158   —    —    56,171,158   

Auxiliary enterprises 15,544,428   —    —    15,544,428   

Total expenses 71,715,586   —    —    71,715,586   

(Decrease) increase from
operations (79,208,641)  (36,865,955)  4,830,916   (111,243,680)  

Nonoperating activity:
Other interest expense (107,674)  —    —    (107,674)  
Change in value of split-interest agreements —    (6,127,686)  (1,494,749)  (7,622,435)  
Other additions (deductions) (174,263)  179,572   (193,358)  (188,049)  

Total nonoperating activity (281,937)  (5,948,114)  (1,688,107)  (7,918,158)  

(Decrease) increase in net assets (79,490,578)  (42,814,069)  3,142,809   (119,161,838)  

Net assets, beginning of year 303,566,419   111,156,580   111,089,763   525,812,762   

Net assets, end of year $ 224,075,841   68,342,511   114,232,572   406,650,924   

See accompanying notes to financial statements.
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THE REED INSTITUTE

Statement of Activities and Changes in Net Assets

Year ended June 30, 2008

Temporarily Permanently Total
Unrestricted restricted restricted 2008

Revenues, gains, and other support:
Tuition and fees $ 49,174,352   —    —    49,174,352   

Less college-funded scholarships (16,278,569)  —    —    (16,278,569)  

Net tuition and fees 32,895,783   —    —    32,895,783   

Auxiliary enterprises 10,625,648   —    —    10,625,648   
Gifts and private grants 10,728,081   1,083,253   16,142,784   27,954,118   
Government grants, contracts, and student aid 1,591,217   —    —    1,591,217   
Realized and unrealized gains and losses (14,644,646)  (9,023,106)  —    (23,667,752)  
Other investment income 1,348,733   —    —    1,348,733   
Other revenues and additions 1,026,168   —    220   1,026,388   

Subtotal 10,675,201   (7,939,853)  16,143,004   18,878,352   

Net assets released from restrictions 7,575,356   (7,575,356)  —    —    

Total revenues, gains, and
other support 51,146,340   (15,515,209)  16,143,004   51,774,135   

Expenses:
Educational and general:

Instruction 25,553,682   —    —    25,553,682   
Research 1,225,039   —    —    1,225,039   
Academic support 7,910,323   —    —    7,910,323   
General institutional support 10,178,604   —    —    10,178,604   
Student services 5,210,226

Educational and general:



THE REED INSTITUT E

Statements of Cash Flows

Years ended June 30, 2009 and 2008

2009 2008

Cash flows from operating activities:
Decrease in net assets $ (119,161,838)  (20,273,486)  
Adjustments to reconcile decrease in net assets to net cash used in

operating activities:
Depreciation and amortization 4,410,326   3,765,674   
Contributions restricted for long-term investment (4,880,482)  (2,897,081)  
Noncash contributions (1,000,805)  (3,800,755)  
Net realized and unrealized losses on investments 98,758,244   22,638,459   
Change in value of split-interest agreements
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N o t e s to Finan c i a l State m e n t s 

June 30, 2009 and 2008 

 9 (Cont i n u e d ) 

€ I n c r e a s e s in tempor a r i l y restri c t e d net assets if the ter ms of the gif t impose restr i c t i o n s on the 
use of the incom e or if endow men t incom e has not yet been appro pr i a t e d for expen d i t u r e . 

€ I n c r e a s e s in unrestr i c t e d net assets in all other cases. 

Reed Colle g e adopt e d the provi s i o n s of Finan ci a l Accou n t i n g Stand a r d s Board (FASB ) Staff 
Posi t i o n (FSP ) No. 117-1 , Endowments of Not-for-Profit Organizations: Net Asset Classification of 
Funds Subject to an Enacted Version of the Uniform Prudent Management of Institutional Funds 
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With a few exce p t i o n s , the moni e s in the endo w me n t  and simil a r funds are in ves t e d as a pool, and 
the relat e d incom e of the pool is distr i b u t e d to each parti c i p a t i n g fund based upon a spendi n g 
formu l a and its relat i v e propo r t i o n of the pool. 

In addit i o n , moni e s , whic h are not req u i r e d to m eet short - t e r m deman d s , are comb i n e d and inves t e d . 
The income earned on these inter me d i at e invest m e n t s is alloca t e d to each partic i p a t i n g fund based 
upon its relat i v e propo r ti o n of the comb i n e d inves t me n t . 

(e) Investments 

I n v e s t men t s in market ab l e equity securiti e s with r eadil y determi n a b l e fair values and all invest m e n t s 
in debt securit i e s are carri ed at fair val u e. In conju n c t i o n with the adopt i o n of State m e n t No. 157, 
Reed Colleg e elect e d to early adopt the measur e m e n t provi s i o n s of Accou n t i n g Stand a r d s Updat e 
No. 2009 - 1 2 , Investments in Certain Entities That Calculate Net Asset Value per Share (or Its 
Equivalent) to certa i n inves t m e n t s in funds that do not  have readi l y deter m i n a b l e fair value s 
inclu d i ng priv a t e inves t me n t s , hedge funds , and real  estate . This guidan c e amen ds State me n t No. 157 
and allows for the esti ma t i o n of the fair value of inves t men t s for whic h the inves t men t does not have 
a readil y deter mi n a b l e fair value using net asset valu e per share or its equiva l e n t . Net asset value , in 
many instance s may not equal fair value that woul d be calcu l a t e d purs u a n t to State me n t No. 157 .  

Realiz e d and unreali z e d gains and losses arisin g fro m the sale, colle c t i o n , or other dispo s i t i o n of 
invest men t s , as well as all dividend s , interest , a nd other inves t men t inco m e , are sho wn in the 
statem e n t s of activi t i e s . Gains and invest m e n t incom e that ar e li mite d to specif i c uses by donor-
i mp o s e d restr i c t i o n s are reporte d as increas e s in unrest ricted net asset s if the restrictions ar e met in 
the same rep o r t i n g perio d that the gains and income are recog n i z e d . Losse s on inves t men t s relat e d to 
gift s that the dono r requ i red to be inve s t e d in pe rpe t u i ty (i.e . , endo w m e n t fund s ) are class i f i e d as 
decre a s e s in tempo r a r i l y restr i c t e d net asset s until the inves t men t s fall below the origi n a l gift at 
which point they decreas e unrestr i c t e d net asset s. Subse q u e n t gains that restor e the fair value of the 
asset s of the endow m e n t funds to the requi r e d leve l are cl assi f i e d as increa s e s in unrest r i c t e d net 
asset s. 

(f) Split-Interest Agreements 

R e e d Colleg e has been named as a benefi c i a r y for variou s split- i n t e r e s t agreem e n t s . Each agreem e n t 
provi d e s for contr a c t u a l pay me n t s to state d benef i c i a r i e s for thei r lifet i me s , after which remai n i n g 
princ i p a l and intere s t rev er t to Reed Colleg e . Asse t s contr i b u t e d are record e d at fair value. In 
addit i o n , Reed Colle g e has recog n i z e d the prese n t valu e of esti ma t e d future paymen t s to be made to 
benef i c i a r i e s over their expec t e d lifet i me s as a long- t e r m liabi l i ty . The prese n t value s of these 
esti ma t e d pay men t s were deter mi n e d on the basi s of publis h e d actua r i a l facto r s for ages of the 
respe c t i v e benef i c i a r i e s disco u n t e d using vario u s ra te tables. Annual adjustm e n t s are made between 
the liabili t y and the net assets to recor d actuar i a l  gains or losses . Diffe r e n c e s betwe e n the asset s 
contr i b u t e d and the expec t e d pay me n t s to be ma de to benefi c i a r i e s have been record e d as 
contri b u t i o n reven u e in the year establ i s h e d . These d onati o n s are either tempor a r i l y restri c t e d on the 
basis of time or permane n t l y restri c t e d based on the inten t of the donor . 
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(g) Contributions Receivable 

U n c o n d i t i o n al promi s e s to give (cont r ib u t i o n s ) are recorde d as gifts and private grant income an d 
contr i b u t io n s recei v a b l e . Promi s e s to give are not recog n i z e d until they becom e uncon d i t io n a l , that 
is, when the donor- i mp o s e d restr i c t i o n s are substa n t i a l l y met. Contr i b u ti o n s other than cash are 
record e d at their esti ma t e d fair valu e. Manage m e n t esti ma t e s an allow an c e for uncol l e c t i b l e 
contr i b u t i o n s based on risk facto r s such as prior co llec t i o n histor y , ty pe of  contr i b u t i o n , and the 
natur e of the fund- r a i s i n g activ i t y . Contri b u t i o n s are genera l l y receiv a b l e wit h in five years of the 
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N o t e s to Finan c i a l State m e n t s 

June 30, 2009 and 2008 

 12 (Con t i n u e d ) 

penalt i e s , an d disclos u r e . As Reed Col l ege is ex em p t from taxa t i o n unde r Sect i o n 501( c ) ( 3 ) of the 
Inter n a l Reven u e Code as a qualif i e d ed uca t i o n a l ins ti t u t i o n and is gener a l l y not subje c t to fed er a l or 
state inco m e taxes , the adopt i o n of FIN 48 did not have a signif i c a n t impact on the Reed Colleg e ’ s 
financ i a l state me n t s . 

(l) Cash and Cash Equivalents 

C a s h and cas h equiv a l e n t s repre s e n t cash in bank and other highl y liqui d inves t men t s with origi n a l 
maturi t i e s of three months or less. Cash and cash e quiva l e n t s whose use is li mi t ed are restri c t e d for 
the Federa l Perkin s Loan progra m. 

(m) Deferred Revenue 

D e f e r r e d revenu e s consis t primar i l y of prepay men t s of tuition and fees related to future acade mi c 
years. 

(n) Postretirement Benefits 

R e e d Coll e g e has a nonc o n t r i b u t o r y defin e d postr e t i r e m e n t benef i t plan co ver i n g parti c i p a t i ng 
emplo y e e s upon their retir e m e n t . Reed Colle g e main t a i n s a postr e t i r e me n t benef i t plan and accou n t s 
for the plan withi n the frame w o r k of State m e n t of  Finan c i a l Acco u n t i n g Stand ar d s (SFAS ) No. 158, 
Employers� Accounting for Defined Benefit Pension and Other Postretirement Plans, and still 
appli c a b l e , SFAS No. 106, Employers� Accounting for Postretirement Benefits Other than Pensions, 
respect i v e l y . 

Reed Colle g e recor d s annua l amoun t s relat i n g to its  postr e t i r e me n t plan based on calcu l a t i o n s that 
incor p o r a t e vario u s actua r i a l and other assu mp t i o n s , inclu d i n g disco u n t rates , mort a l i t y , and 
healt h c a r e cost trend rates . Reed Colle g e revi e w s its assu mp t i o n s on an annua l basis and mak e s 
modif i c at i o n s to the assum p t i o n s based on curre n t ra tes and trends when it is  appro p r i a t e to do so. 
Reed Colle g e belie v e s that the assu mp t i o n s utili z e d in recor d i n g its  obli g a t i o n s unde r its plan s are 
reaso n a b l e based on its exper i e n c e and marke t condi t i o n s . 

(o) Concentration of Risk 

R e e d Colle g e ’ s stand a r d finan c i a l instr u men t s inclu d e co mme r c i a l paper , U.S. governm e n t and 
agency securit i e s , corpor a t e obliga t i o n s , equity secu r i t i e s , mutua l funds , hedge funds , priva t e equity , 
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In Octob e r 2008, the FASB issue d FSP FAS 157-3 , Determining the Fair Value of a Financial Asset 
When the Market for That Asset is Not Active, which was effec t i v e immed i a t e l y . FSP FAS 157-3 
clari f i e s the applic a t i o n of SFAS 157 in cases wher e the market for a financ i a l instr u men t is not 
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(3) Investments 

T h e fair value of inves t m e n t s at June 30, 2009 and 2008 are as follo w s : 

2009 2008

In ve s t me n t s :
S h o r t -t e r m inve s t me n t s $ —    103, 2 1 7   
Equit y mutu a l fund s 7 2 , 4 4 3 , 01 8   42,79 7 , 9 1 8   
Gove r n me n t fixe d inco me 2 5 , 0 00   25,00 0   
Corp o r a t e fixe d inco me 2 1 , 1 3 6 , 99 7   —    
Hedge fund s 1 4 8 , 5 6 0 , 4 5 0   252,2 1 0 , 8 2 4   
Priva t e equ i t y 8 9 , 2 2 5 , 36 7   100,4 7 5 , 0 7 2   
Real esta t e 5 , 5 4 4 , 7 45   5,587 , 6 3 7   
Mone y mar ke t and oth e r 1 0 , 2 5 2 , 87 3   63,31 5 , 4 4 3   

Total inve s t me nt s $ 3 4 7 , 1 8 8 , 4 5 0   464,5 1 5 , 1 1 1   
 

At June 30, 2009, Reed College ha s approxi mat e l y $243 million in i nvestments which are not readily 
marketable. These investments represent 70% of total i nvest men t s and 60% of net a ssets at June 30, 2009. 
These investment instru ments may contain ele ments of both credit and market risk. Such risk s include, but 
are not limited to, limited liquid i ty , absenc e of regulat o ry oversig h t , depende n c e upon key individu a l s , 
emphasis on speculat i v e investmen t s (both derivati v es and nonmarke t a b l e investmen t s ) , and nondiscl o s u r e 
of portfolio composition. Becaus e thes e invest ment s ar e not rea dily marketa b le, their estimated value is 
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(b) Notes Payable 

Reed College borrowed $20,000 ,000 from the State of Oregon on May 1, 2000. The purpo se of the 
issuance was to finance the construction of certain renovations, add itions, alteratio ns and 
improve men t s to the premise s and educati o n a l facilities of th e College, and the equipping, 
furnishing, and landscaping thereof. The full amount borrowed, net of unamo rtized discount and 
issuance costs, was expen d ed on projects during the year ended June 30, 2002. The notes bear 
intere s t fro m 5.00% to 5.75 % and mature in vary in g amount s from 2003 to 2032. 

Reed College borrowed $14,825,000 from the State of Oregon on May 1, 1991. Effectiv e 
Decemb er 1, 1995, Reed College refin anced all but $1,565 , 0 00 of the 1991 State of Oregon notes 
and borrowe d an additio n a l $7,105, 00 0 . Effecti v e Jun e  7, 2006, Reed College refinanced the callable 
portion of the 1995 State of Oregon notes pay able in the amount of $16,650 ,00 0 . The 2006 State of 
Oregon notes mature on July 1, 2025 and bear interes t  at a variable rate set on a weekly basis by a 
dutch auction process or at a default rate if the auction is not success ful. 

Reed College borrowed $30,000,000  through the Oregon Facilities Authority of the State of Oregon 
on August 1, 2007. The purpose of the issuance was to finance the construction of five residence 
halls, construction of a pedestrian bridge, and cer tain other renovati o n s , a dditions, alterations, and 
furnishing and landscaping thereof. These bonds were issued initially as auction rate certificates 
(ARC’s) , and were schedul e d to mature on July 1, 2 038 and bear interest at a variable rate set on a 
weekly basis by a dutch auction process. These bonds were subsequently refinanced by the 2008 
State of Oregon notes. 

Effective April 23, 2008, Reed College refinan c e d the 2006 and the 2007 State of Oregon Bonds in 
the amount of $47,060 , 00 0 . The 2008 State of Oregon notes mature on July 1, 2038 and bear intere s t 
based on a weekly basis set through the remarketi n g process . In connect i o n with the extingu is h men t 
of 2006 and 2007 State of Oregon bonds, Reed Co lleg e expens e d $761,0 16 of remain i n g 
unamo rtiz ed financing costs as a loss on refi nancing, which is included in the accompany ing 
statements of activities during th e year ended June 30, 2008. 

Wells Fargo Bank is the liquidity facility provide r for the 2008 Bond Issue should the bonds fail to 
remarket. Th e Liquidity Facility agreement remains in effect until April 22, 2011, unless renewed or 
terminated pursuant to the conditions set forth in the 2008 Liquidity Facility . 

Notes pay able are su mmar ized as follows: 

2009 2008

2 00 0 Sta te o f Or e gon  no te s $ 1 9, 2 15 ,0 00    19 , 34 5, 00 0   
1 99 5 Sta te o f Or e gon  no te s 6 85 ,0 00    1 , 33 5, 00 0   
2 00 8 Sta te o f Or e gon  no te s 4 6, 7 10 ,0 00    47 , 06 0, 00 0   

6 6, 6 10 ,0 00    67 , 74 0, 00 0   
L ess  d isc o un t ( 6 59 ,7 77 )  ( 70 1, 95 7)  

$ 6 5, 9 50 ,2 23    67 , 03 8, 04 3   
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Principal payments on the notes pay able become due as follows: 

2000 State 1995 State 2008 State
of Oregon of Oregon of Oregon

notes notes notes Total

2010 $ 135,000   685,000   375,000   1,195,000   
2011 140,000   —    1,085,000   1,225,000   
2012 155,000   —    1,145,000   1,300,000   
2013 160,000   —    1,185,000   1,345,000   
2014 165,000   —    1,210,000   1,375,000   
Thereaft er 18,460,000   —    41,710,000   60,170,000   

$ 19,215,000   685,000   46,710,000   66,610,000   
 

Interest on the State of Oregon notes pay able bonds  and amorti z a t i o n of discou nt and issuan c e costs 
are as follows : 

2009 2008

I nte r e st $ 1, 8 71 ,4 12    3 , 24 3, 21 1   
Am or tiz a tio n of dis c ou nt a nd  issu a nc e cost s 63 ,6 95    42 6, 64 7   
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activities and changes in net assets as realized a nd unrealized losses. The fair value of the swap 
agreement as of June 30, 2009 an d 2008 was a liability of $2,161,375 and $1,167,333, respectively , 
which is recorded in the statements of fi nancial position as other long-term liabil ities. 

(6) Postretirement Benefits 

Reed Colleg e has a defined cont ribution noncontributory pension plan administered through Teachers 
Insurance an d Annuity Association – College Retiremen t Equiti e s Fund. Certai n employ e e s are eligibl e to 
participate and must be employ ed one year and have a ttained the age of twenty -one. All contributions vest 
immediat e l y with the employ ee at the rate of 10% of the particip a t i n g employ ees ’ monthly compensa t i o n . 
Reed College ’ s policy is to fund pe nsion expenses as incurred. Expend itures relating to the plan were 
$2,590,841 and $2,431,842 for the years ended June 30, 2009 and 2008, respectively , and are included in 
education and general expenses in the acco mp any i ng statements of activities. 

Reed College maintains a defined benefit retiree med ical  insurance plan, which is ad ministered by Pioneer 
Educators Health Trust (PEHT) and is not fund ed. In
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Net periodic benefit cost for the years ende d June 30 included the following components: 

2009 2008

In t e r e s t cos t $ 1 , 1 1 7 , 4 37   1,08 0 , 1 3 3   
Servi c e cos t 3 4 1 , 24 2   431, 1 3 4   
Amor t i za t i o n of gai n ( 1 7 1 , 0 5 6)  (78, 6 3 3 )  

Net per i o d i c ben e f i t cos t $ 1 , 2 8 7 , 6 23   1,43 2 , 6 3 4   
 

Reed College used the foll owi n g actuari a l assu mp t i o n s to determ i n e its employ e e be nefi t obliga t i o n s at an d 
net periodi c benefit cost for the years ended June  30, 2009 and 2008, as measu r e d at June 30: 

2009 2008

Be n e f i t obl i ga t i o n :
W e i gh t e d ave r a ge dis c o un t rat e 7 . 0 0 % 6 . 6 0 %
Ra t e of inc r e a s e in per cap i t a cos t of  cove r e d 8 % tre n d i n g to 8 % tre n d i n g to

h e a l t h c a r e ben e f i t s 5 % in 201 4 5 % in 201 3

N e t per i o d i c ben e f i t cos t :
W e i gh t e d ave r a ge dis c o un t rat e 6 . 6 0 % 6 . 2 5 %
Ra t e of inc r e a s e in per cap i t a cos t of  cove r e d 8 % tre n d i n g to 9 % tre n d i n g to

h e a l t h c a r e ben e f i t s 5 % in 201 3 5 % in 201 3
 

Reed College’ s policy is to fund the plan as claims pay ments are made. In the 2009-2010 fiscal year, Reed 
College expects to contribu te, from ongoing cash flows and curren t assets , $644,58 3 to the plan. Benefi t 
pay ments, which reflect expected future servic e, as a ppropr i a t e , are expecte d to be paid as follows for the 
years ending June 30: 

Year:
2010 $ 644,583   
2011 700,935   
2012 753,992   
2013 811,956   
2014 860,180   
2015 – 2019 5,232,439   

 

The Medicare Prescription Drug, Improvement and Modernization Act of 2003 provides an employ er 
subsidy of 28% of gross an nual prescription drug cost
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for the emplo y er subsidy and Reed College expects to receive a su bsidy , in October of 2009 in the amount 
of $14,3 89 . 

(7) Funds Held in Trust by Others 

R e e d College has been named benefic i a r y of a portion of  the remainder of six trusts maturin g at specified 
dates in the future. These trusts are administered by other entities. Reed College revalues the receivable s 
using the fair value of exp ected future cash flows. At June 30, 2009 and 2008, the trusts receivable were 
$11,09 6 ,9 5 5 and $14,41 9 ,3 5 2 , respe c t i v e l y , and were in clud e d under funds held in trust by others , 
noncur r e n t . 

(8) Contributions and Accounts Receivable 

Contributions receivable co nsist of the following: 

2009 2008

A n n u a l fund $ 1 , 9 7 1 , 8 05   2,488 , 6 1 0   
Campa i gn fund 1 5 2 , 54 9   257,8 6 5   
Endow me n t fund 1 9 , 5 2 9 , 46 7   18,83 5 , 8 9 2   
Camp u s cen t e r 2 , 2 9 4 , 5 00   2,310 , 2 4 8   

Gros s con t r i b u t i o n s  rece i va b l e $ 2 3 , 9 4 8 , 32 1   23,8 9 2 , 6 1 5   
 

Contribu t i o n s receiva b l e reporte d on the statem ents of financial position were as follows: 

2009 2008

C ur r e nt :
G r oss  c o ntr ib utio ns  re c e iva b le $ 66 7, 60 5   7 98 , 17 8   
L e ss allo wa n c e f o r d ou btf ul  a c c o un t s (3 3, 00 0)  ( 40 , 00 0)  

T o ta l c u r re n t n e t con tri bu tion s r e ce iv a ble 63 4, 60 5   7 58 , 17 8   
L o ng- te r m ( on e to  fiv e y e a rs ):

G r oss  c o ntr ib utio ns  re c e iva b le 23 , 28 0, 71 6   23 ,0 94 , 43 7   
L e ss allo wa n c e f o r d ou btf ul  ac c o un t s (1 , 07 7, 00 0)  ( 1 ,0 63 , 00 0)  

Ne t lon g- te r m c on tri bu tion s r ec e iv a ble 22 , 20 3, 71 6   22 ,0 31 , 43 7   
L e ss di sc ou nt to  p r e se nt v al ue (1 , 76 6, 27 2)  ( 1 ,8 39 , 66 4)  

T o ta l l on g-te r m n e t c o nt rib ut i on s re c e iv ab le 20 , 43 7, 44 4   20 ,1 91 , 77 3   
T o ta l n e t c on tri bu tion s r ec e iv a ble $ 21 , 07 2, 04 9   20 ,9 49 , 95 1   

 

Reed Colleg e expect s to receiv e $6,300 , 0 0 0 in fiscal year 2010 and $17,600,000  over the follo w i n g three 
fisca l years , relat e d to receiv a b l e s outst a n d i n g at June 30, 2009. 

Contr i b u t io n s recei v a b l e due in excess of one year are disco u n t e d at 3.3% to 4.5% and 3.2% to 3.5% fo r 
the years ended June 30, 2009 and 2008, respe c t i v e l y . 
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Of the net uncon d i ti o n a l promi s e s to give inclu de d  abov e , $17, 30 9 , 27 4 repr e s e n t s an uncon d i t io na l 
promi s e to give from 19 memb e r s of the Reed Colle g e board of truste e s due in one to three years .  

Account s receiv a b l e consis t of the follow i n g at June 30, 2009: 

Unrestricted Restricted Loan fund Endowment Total

Cu rren t :
S t u d en t acco u n t s r ecei vab l e $ 7 4 , 1 3 0  —   —   —   74, 1 3 0  
Relat ed par t i es —   94, 2 2 0  —   —   94, 2 2 0  
Gran t s an d co n t ract s recei vab l e —   165 , 5 0 8  —   —   165 , 5 0 8  
Oth er recei vab l es 1 4 0 , 0 5 7  —   —   —   140 , 0 5 7  

214 , 1 8 7  259 , 7 2 8  —  —  473 , 9 1 5  

Non cu r r en t :
S t u d en t acco u n t s r ecei vab l e —   —   30, 7 1 5  —   30, 7 1 5  
Reed lo an s —   —   1,0 8 1 , 3 5 3  —   1,0 8 1 , 3 5 3  
Relat ed par t i es —   —   6,0 5 3  —   6,0 5 3  
Feder al P er ki n s loan s —   —   3,7 4 1 , 2 4 4  —   3,7 4 1 , 2 4 4  

—  —  4,8 5 9 , 3 6 5  —  4,8 5 9 , 3 6 5  

Less allo wan ce fo r
d o u b t fu l acco u n t s —   —   (60 , 2 3 9 ) —   (60 , 2 3 9 ) 

$ 2 1 4 , 1 8 7  259 , 7 2 8  4,7 9 9 , 1 2 6  —  5,2 7 3 , 0 4 1  

 

Account s receiv a b l e consis t of the follow i n g at June 30, 2008: 

Unrestricted Restricted Loan fund Endowment Total

Cu rren t :
S t u d en t acco u n t s r ecei vab l e $ 1 0 2 , 7 4 5  —   —   —   102 , 7 4 5  
Relat ed par t i es —   116 , 9 9 9  —   —   116 , 9 9 9  
Gran t s an d co n t ract s recei vab l e —   1,9 9 3  —   —   1,9 9 3  
Oth er recei vab l es 1 4 2 , 2 7 7  —   —   —   142 , 2 7 7  

245 , 0 2 2  118 , 9 9 2  —  —  364 , 0 1 4  

Non cu r r en t :
S t u d en t acco u n t s r ecei vab l e —   —   22, 8 6 6  —   22, 8 6 6  
Reed lo an s —   —   996 , 0 3 8  
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The Federal Perkin s loans and Reed loans are genera l l y pay abl e at intere s t rates of 5% to 9% over 
approxi mat e l y ten years. Repay me n t begins after a designa t e d grace period follow i n g the student ’ s colleg e 
attend a n c e . Princi p a l pay men t s , intere s t , and losses du e to canc ella t i o n are shar e d by Reed Co llege and the 
U.S. gover nm e n t in propo r t i o n to their share of funds  provi d e d . The Feder a l Perki n s loan prog r a m provi d e s 
for cancella t i o n of loans if the student is empl oy e d in certai n occup a t i o n s follo w i n g gradu a t i o n 
(emp lo y me n t cancel l a t i o n s ) . Such employ men t cancel l at i o n s are abs o rbe d in full by the U.S. governmen t . 

(9) Net Assets 

A t June 30, 2009 and 2008, net a
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In August 2008, the FASB issued FASB Staff Position (FSP) No. 117-1, Endowments of Not-for-Profit 
Organizations: Net Asset Classification of Funds Subject to an Enacted Version of the Uniform Prudent 
Management of Institutional Funds Act and Enhanced Disclosures for all Endowment Funds (FSP 117-1). 
FSP 117-1 is effective for fiscal years ending after December 15 , 2008. The major change in net assets 
classifi cation resulting from FSP 117-1 relates to the portio n of the fund not stipulated by the donor to be 
restricted in perpetuity. In the absence of explicit d onor instructions on the use of such funds, the earnings 
previously classified as either pe rmanently restricted or unrestricted must be reported as temporarily 
restricted until appropriated for spen ding. Reed College reviewed its net asset accounts to identify the 
cu mulative amount of unspent endowment earnings that had not yet been approp riated for expenditure as 
of July 1, 2007. As such, during fiscal year 2008, manage ment recorded a reclassifi cation of net assets 
from unrestricted to tempo rarily restricted of $101,563 ,548 . 

The adoption of FSP 117-1 resulted in three reclassi fi cations from unrestri cted net assets to temporarily 
restricted net assets for a net change of $74,865,181 co mp ared to what was previously reported in the prior 
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Changes in endowment net assets for the year ended June 30, 2009 and 2008 are as follows: 

Temporarily Permanently
Unrestricted restricted restricted Total

E nd o wme nt net asse ts, July 1, 20 0 8 $ 2 4 5 , 0 9 8 , 5 6 4  86, 5 8 7 , 7 4 6  105 , 85 8 , 8 0 5  437 , 5 4 5 , 1 1 5  
Inve stme nt retur n:

N e t inve stme nt lo ss ( 8 6 8 , 7 1 9 ) (2 , 4 6 5 , 9 6 1 ) —   (3, 3 3 4 , 6 8 0 ) 
Ne t de p r e c ia tio n of inve stments ( 6 8 , 1 4 0 , 3 9 0 ) (2 6 , 9 6 3 , 4 8 3 ) —   (95 , 1 0 3 , 8 7 3 ) 

Co ntr ib utio ns —   —   4,4 1 9 , 7 4 2  4,4 1 9 , 7 4 2  
Co ntr ib ut i o ns fr o m tr ust ter minat i o ns 1 3 2 , 5 0 2  —   387 , 4 2 7  519 , 9 2 9  
App r o p r ia tio n of end o wme nt asse ts

fo r exp e nd itur e ( 1 4 , 5 0 2 , 3 1 8 ) (7 , 4 1 1 , 1 6 5 ) —   (21 , 9 1 3 , 4 8 3 ) 
T r a nsfe r s to cre a t e boa r d -d e si gna t e d

e nd o wme nt fund 1 , 1 7 5 , 2 3 6  —   —   1,1 7 5 , 2 3 6  
T ra nsfe r s and othe r re c la ssific a tio ns ( 9 8 , 9 9 0 ) —   (13 , 7 8 6 ) (1 1 2 , 7 7 6 ) 

End o wme nt net asse ts, June 30 , 20 0 9 $ 1 6 2 , 7 9 5 , 8 8 5  49, 7 4 7 , 1 3 7  110 , 65 2 , 1 8 8  323 , 1 9 5 , 2 1 0  

 

Temporarily Permanently
Unrestricted restricted restricted Total

E nd o wme nt net asse ts, July 1, 2 0 0 7 $ 3 7 0 , 6 6 7 , 1 3 2  —  90, 2 0 3 , 2 6 4  460 , 8 7 0 , 3 9 6  
Net asse t rec la ssific a tio n base d on

c ha nge in law ( 1 0 1 , 5 6 3 , 5 4 8 ) 10 1 , 5 6 3 , 5 4 8  —   —   
Inve stme nt retur n:

N e t inve stme nt lo ss ( 2 8 0 , 7 4 7 ) (6 8 2 , 6 4 7 ) —   (96 3 , 3 9 4 ) 
Ne t de p r e c ia tio n of inve stments ( 1 3 , 1 1 6 , 8 5 7 ) (8 , 3 4 0 , 4 5 9 ) —   (21 , 4 5 7 , 3 1 6 ) 

Co ntr ib utio ns —   —   15, 6 6 2 , 4 5 9  15, 6 6 2 , 4 5 9  
Co ntr ib ut i o ns fr o m tr ust ter minat i o ns 4 1 3 , 3 0 0  —   —   413 , 3 0 0  
App r o p r ia tio n of end o wme nt asse ts

fo r exp e nd itur e ( 1 3 , 8 6 1 , 2 1 1 ) (5 , 9 5 2 , 6 9 6 ) —   (19 , 8 1 3 , 9 0 7 ) 
T r a nsfe r s to cre a t e boa r d -d e si gna t e d

e nd o wme nt fund s 2 , 6 1 8 , 2 8 0  —   —   2,6 1 8 , 2 8 0  
T ra nsfe r s and othe r re c la ssi fi c a ti o ns 2 2 2 , 2 1 5  —   (6, 9 1 8 ) 21 5 , 2 9 7  

End o wme nt net asse ts, June 30 , 20 0 8 $ 2 4 5 , 0 9 8 , 5 6 4  86, 5 8 7 , 7 4 6  105 , 8 5 8 , 8 0 5  437 , 5 4 5 , 1 1 5  

 

(11) Commitments and Contingencies 

Reed College has placed certain of its medical and dental insurance coverage with the Pioneer Educators 
Health Trust (PEHT), formul ated by seven si mila r western colleges and universities for th e purpose of 
providin g medical and dental insuran c e to higher edu cat i o n instit u t i o n s . Under the agreeme n t , memb er 
institutions are required to make contributions to the f und at such times and in an amount as determined by 
the Trustees’ for the various benefit programs suffi cien t to provide the benefits, pay the administrativ e 
expenses of the Plan, which are not otherwise paid by Reed Colleg e directly , and to establish and maintain 
a mini mu m reserve as det er mined by the Trustee. In  the event losses of PEHT exce ed its capital and 
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secondary coverage’s, the maximu m contingent liability exposure to Reed College is approximately 
$170,914 . This exposure fluctuates based on changes in actuarial assu mp t i o n s , medica l trend rates, and 
reinsurance amounts. The level of reinsurance is not expected to fluctuate significantly in the future. 

On July 1, 1988, Reed College elect ed to place its liability insurance c overage with the College Liability 
Insurance Comp any , Ltd. (CLIC). CLIC was formed by seven simi lar western colleges and universities for 
the purpose of providing liability insurance to highe r education institutions. As a portion of its capital, 
CLIC has placed a $2,000,000 standby letter of credit of  which Reed College is contingently liable for a 
pro rata portion based upon premiu m contri b u ti o n s from covered institut i o n s . In the event the losses of 
CLIC exceed its capital and secondary coverages, th e maxi mu m contingent liability exposure to Reed 
College is ap proximately $200,520 . As of June 30, 2009 and 2008, there were no amount s outsta n d i n g 
against the standby letter of credit. 

From time to time, Reed College is involved in vari ous claims and legal actions arising in the ordinary 
course of business . In the opinion of managemen t , mo st of these claims and legal actions are covered by 
insurance an d the ultimat e disposition of these matt ers will not have a mat erial effect on Reed College’s 
financial position, statements of activities, or cash flow. 

(12) Fair Value Measurements 

(a) Fair Value of Financial Instruments 

The following methods and assump tio ns were used  to estimat e the fair value of each class of 
financial instruments: 

Cash and cash equivalents, and accounts receivable: The carry ing amounts, at face value or cost plus 
accrued inter est, approximate fair value because of the short maturity of these instruments. 

Contributions receivable, funds held in trust by ot hers and liability for split- interest agreement s: The 
fair value is determined as the present value of fu ture contractual cash flows discounted at an interest 
rate that reflects the risks inherent in those ca sh flows. The discount rates range fro m 1.37% to 
4.71% and approximat e rates currentl y  offered by local lending institu t i o n s for loans of si mila r terms 
to comp anies with comp ar a b le credit risk. 

Investments: Equity securities are measured usin
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Long-term debt: The fair value of the Reed Colle ge’s long-term debt is measured usin g quoted 
offered-side prices when quoted mark et prices are available. 

(b) Fair Value Hierarchy 

R e e d College adopted SFAS 157 on July 1, 2008 for fa ir value measurements of financial assets and 
financial liabilities and for fair va lue measurements of nonfinan cial  items that are recognized or 
disclosed at fair value in the financial statements on a recurring basis. SFAS 157 establishes a fair 
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The 
hierarchy gives the highest priority to unadjusted qu oted prices in active marke ts for identical asset s 
or liabilities (Level 1 measurements) and the lowest priority to measurements involving significant 
unobservable inputs (Level 3 measurements). 

The three levels of the fair value hierarc hy are as follows: 
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The following table presents assets and liabilities that  are measured at fair value on a recurri ng basis 
at June 30, 2009: 

Quoted
prices in

active Significant
markets for other Significant
identical observable unobservable
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(13) Split-Interest Agreements 

The following schedule summari zes the change in value and its present a t i o n in the stateme n t s of activit i e s 
as relat ed to the change in value of split-interest agreements: 

Divi dends and inter est $ 701,503   
Benef i ci ar y payment s ( 1,434,287)  
Invest ment fees ( 172,452)  
Net real i zed gai n 149,276   
Net unreal i zed loss ( 6,866,475)  

Total change in value $ ( 7,622,435)  
 

(14) Fund-Raising Expense 

T h e colleg e expend e d $2,769 , 53 1 and $2,573 ,0 8 4 for the years ended June 30, 2009 and 2008, 
respectively , for pay roll and benefits, informational ma teri als, travel, and special events relating to fund-
raising activities. These costs are all classified as  external affairs in the financial statements. 

(15) Subsequent Events 

Reed Colleg e evaluated subsequent events after the balance sheet date of June 30, 2009 through 
October 27, 2009, which was the date the financial statements were issued. 
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Report on Compliance with Requirements 
Applicable to Each Major Program and Internal Control over 

Compliance in Accordance with OMB Circular A-133 

The Board of Trustees 
The Reed Institute 
Portland , Oregon: 

Compliance 

We have audited the complian ce of The Reed Institute with the ty pes of co mp liance requirements 
described in the U.S. Office of Management and Bu dget (OMB) Circular A-133 Compliance Supplement 
(Co mpliance Supplement) that are applicable to each of its major federal programs for the year ended 
June 30, 2009, except the requiremen ts discussed in the second paragraph of this report. The Reed 
Institute’s major federal programs are identified in the summary of audito r’s results section of the 
acco mp any i ng schedule of findings and questioned co sts. Co mpliance with the requirements of laws , 
regulations, contracts, and grants applicable to each of its major federal programs is the responsibility of 
The Reed In stitute’s management. Ou r responsibility is to express an opinion on The Reed Institute’s 
co mp liance based on our audit. 

We did not audit The Reed Institute’s co mp liance with the require men t s govern i n g mainta i n i n g contac t 
with borrowers and billing and collection procedures in accordance with the requirements of the Student 
Financial Assistance Cluster: Federal Perkins Loan program as described in the Co mp liance Supplement. 
Those requirements govern functions performe d by Affiliat e d Computer Services, Inc. (ACS). Since we 
did not apply auditing procedures to satisfy ourselves as to compliance with those requireme nts, the scop e 
of work was not sufficient to enable us to express, an d we do not express, an opinion on complian ce with 
those requirements. ACS’s co mp liance with the requ ire me n t s governi n g the functio n s that it performs for 
Reed Institute for the year ended June 30, 2009 was examined by other accountants in accordance with th e 
U.S. Department of Education’ s Audit Guide, Audits of Federal Student Financial Assistance Programs at 
Participating Institutions and Institution Servicers. Our report does not includ e the results of the other 
accounta n t s ’ examinat i o n of ACS’s complian c e with such require men t s .  

We conducted our audit of comp liance in accordance with auditing standards generally accepted in the 
United States of Ameri ca; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Co mp troller General of th e United Stat es; and OMB Circular A-1 33, Audits of 
States, Local Governments, and Nonprofit Organizations. Those standards and OMB Circular A-133 
require that we plan and perform the audit to obt ain reasonable assurance ab out whether noncompliance 
with the types of comp liance requireme nts described in the U.S. Office of Managemen t and Budget (OMB) 
Circular A-133 Compliance Supplement that could have a direct and ma terial effect on a major federal 
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In our opinion, The Reed Institute co mplied, in all materi al respects, with the re quirements referred to in 
the first paragraph above that are applicable to ea ch of its major federal programs for the year ended 
June 30, 2009 . 

Internal Control over Compliance 

The management of The Reed Institute is responsible  for establishing and maintaining effective internal 
control over co mp liance with the requirements of laws, regulations, contracts, and grants applicable to 
federal progra ms . In plan nin g and performi n g our aud it, we considered The Reed Institute’s internal 
control over co mp liance with requirements that co uld ha ve a direct and mat e rial effe ct on a major fede r al 
progra m in order to determi n e our auditin g proce dur e s for the purpose of expressi n g our opinion on 
co mp liance, but not for the purpose of expressing an opinion on the effectiven ess of internal control over 
co mp liance. Accordingly , we do not express an opini on on the effectiveness of The Reed Institute’s 
internal contro l over comp liance. 

Requirements governin g maintaining contact with and billing borro wers under the Federal Perkins Loan 
Program in the Student Financial Assistance Cluster: Federal Perkins Loan program as described in the 
Co mp liance Supplement are performed by ACS. Inte rnal control over comp lian ce relating to such 
functions for the year ended June 30, 2009 was re ported on by other accountants in accordance with the 
U.S. Department of Education’ s Audit Guide, Audits of Federal Student Financial Assistance Programs at 
Participating Institutions and Institution Servicers. Our report does not includ e the results of the other 
accounta n t s ’ testing of ACS’s internal control over complian c e related to such function s . 

Requir e men t s govern i n g mainta i n i n g contac t with borro wers and billing and collec t i o n procedu r e s in th e 
Student Financial Assistance Cluster: Federal Perk in s Loan program as describ e d in the Co mp lia n c e 
Supplement are performed by ACS. Internal control over  comp lian ce related to such functions for the year 
ended June 30, 2009 was re ported on by other accountants in accord ance wi th the U.S. Depart ment of 
Education’s Audit Guide, Audits of Federal Student Financial Assistance Programs at Participating 
Institutions and Institution Servicers. Our report does not include the results of the other accounta n t s ’ 
testing of ACS’s internal control over complian c e related to such function s . 

A control deficiency in an entity ’ s internal control over co mpliance exists when the design or operation of 
a control does not allow management or employ ees, in the normal course of performing their assigned 
functions, to prevent or detect noncomp liance with a type of comp liance requirement of a fed eral program 
on a timely basis. A significant deficien cy is a control 
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Schedule of Expenditures of Federal Awards 

We have audited the financial statemen ts of The Reed Institute as of a nd for the year ended June 30, 2009, 
and have issued our report there on dated October 27, 2009. Our audit was performe d for the purpose of 
formin g an opinio n on the basic financ i a l stateme n t s  taken as a whole. The acco mp any ing schedule of 
expenditures of federal awards is  presente d for purposes of additio nal analy sis as required by OMB 
Circular A-133, and is not a required part of the ba sic financia l statemen t s . Such informat i o n has been 
subjected to the auditing procedures applied in the audit of the basic financial statement s and, in our 
opinion, is fairly stated, in all mat erial respects, in  relation to the basic financial statement s taken as a 
whole. 

This report is intended for the informati on and use of  the audit committee, board of trustees, management 
of The Reed Institute, federal awarding agencies an d pass-through entities and is not intended to be and 
should not be used by anyone other than these specifie d parties. 

 

October 27, 2009 



THE REED INSTITUTE

Schedule of Expenditures of Federal Awards

Year ended June 30, 2009

Federal Federal
Federal grantor/pass-through grantor/program title CFDA number expenditures

Student Financial Assistance Cluster:
Department of Education:

Direct programs:
PELL grant 84.063   $ 689,623   
Perkins loans 84.038   381,589   
Federal work study 84.033   189,391   
Supplemental education opportunity grant 84.007   226,006   
Academic Competitiveness Grant 84.375   57,766   
National Smart Grant 84.376   54,000   

Total Student Financial Assistance Cluster 1,598,375   

Research and Development Cluster:
National Science Foundation:

RUI – Telomere Function and Dysfunction in Vivo 47.074   120,613   
RUI – Char of Glut S-trans fr Nit-fixing Root Nodules 47.074   57,004   
RUI – Molecular Modules of Agression 47.074   11,935   
Prog to Retain Prom Undergrad Math/Sci Majors 47.076   72,830   

Total National Science Foundation 262,382   

National Institutes of Health:
Reinforced Variability and Operant Behavior 93.242   47,117   
Ler_mediated Regulation of EPEC Virulence Genes 93.855   70,250   
Cognitions in Youth Substance Use Relapse Context 93.279   80,047   
Mech for Env & Genetic Rev of Gender Biased Behavior 93.859   62,498   
Studies of Manganese Binding Regulatory Proteins 93.859   49,644   
Genetics of Barley 93.859   62,071   

Total National Institute of Health 371,627   

Total research and development cluster 634,009   

Total expenditures of federal awards $ 2,232,384   Retaf Health:0,M6 vio
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(16) Summary of Significant Accounting Policies 

The acco mp a ny i ng schedule of expenditures of feder al aw ards includes all fede ral grants rec eived by The 
Reed Institute which had activity during the year ended June 30, 2009. This schedule has been prepared on 
the accrual basis of accounting. 

(17) Loan Program Administration 

The Reed Institute administer s the followin g loan program: 

Outstanding
CFDA balance at

number June 30, 2009

P e r k i n s loa n s 8 4 . 0 3 8   $ 3,7 4 1 , 2 4 4   
 

(18) Federal Family Education Loan Program (FFELP) 

During the fiscal year ended June 30, 2009, The Reed Institute processed the following amount of new 
loans under the FFELP (which includes Stafford Loans,  and Parents’ Loans for Undergraduate Students): 

CFDA
number Amount

S t a f f o r d loans 8 4 . 0 3 2   $ 2,525 , 7 8 0   
Parents ’ loans for underg r a d u a t e studen t s 8 4 . 0 3 2   1,778,7 7 3   

Total $ 4 , 3 0 4 , 5 5 3   
 

(19) Administrative Costs 

The amount of Perkins loans disbursements shown on the Schedule of Expenditures of Federal Award s 
includes the current year administrative cost allowance of $45,052. 
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(1) Summary of Auditors’ Results 

(a) The ty pe of report issued on the financial statements: Unqualified opinion 

(b) Significant Deficiencies in internal control were disclosed by the audit of the financial statements: 
None Reported 

 Material wea knesses: No 

(c) Noncomplian ce which is materi al to the financial statements: No 

(d) Significant Deficiencies in internal contro l over major programs: None reported 

 Material wea knesses: No 

(e) The ty pe of report issued on complian c e for major programs : Unqualified opinion 

(f) Any audit findings which are required to reported under Section 510(a) of OMB Circular A-133: No 

(g) Major program: Student Financial Assistance Cluster 

(h) Dollar threshold used to distinguish  between Ty pe A and Ty pe B programs: $300,000 

(i) Auditee qualified as a low-risk auditee under Section 530 of OMB Circular A-133: Yes 

(2) Findings Relating to the Financial Statements Reported in Accordance with Government Auditing 
Standards: No 

(3) Findings and Questioned Costs Relating to Federal Awards: No 


