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Internal Control over Compliance

Management of The Reed Institute is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered The Reed Institute’s internal control over
compliance with the requirements that could have a direct and material effect on a major federal program
to determine the auditing procedures for the purpose of expressing our opinion on compliance and to test
and report on internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we
do not express an opinion on the effectiveness of The Reed Institute’s internal control over compliance.

Requirements governing maintaining contact with and billing borrowers under the Federal Perkins Loan
Program in the Student Financial Assistance Cluster: Federal Perkins Loan Program as described in the
Compliance Supplement is performed by ACS. Internal control over compliance related to such functions
for the year ended June 30, 2012 was reported 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 include the results of the other
accountants’ testing of ACS’ internal control over compliance related to such functions.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses, as defined
above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of The Reed Institute as of and for the year ended June 30, 2012,
and have issued our report thereon dated October 11, 2012, which contained an unqualified opinion on
those financial statements. Our audit was conducted for the purpose of forming an opinion on the financial
statements as a whole. We have not performed any procedures with respect to the audited financial
statements subsequent to October 11, 2012. The accompanying schedule of expenditures of federal awards
is presented for purposes of additional analysis as required by OMB Circular A-133 and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements
or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of expenditures
of federal awards is fairly stated in all material respects in relation to the financial statements as a whole.



This report is intended solely for the information and use of management, the board of trustees, others
within the entity, federal awarding agencies, and pass-through entities, and is not intended to be and should
not be used by anyone other than these specified parties.

October 11, 2012



Perkins loans disbursements
Federal work study
Supplemental education opportunity grant

Total Student Financial Assistance Cluster

Research and Development Cluster:
National Science Foundation:
RUI - Collaborative Research: Critical Infrastructure Policy
CAREER; Upon Which Selection Can Act
RUI - Influence of Network Structure on Sex Disparity
RUI — Molecular Modules of Aggression

Ler Mediated Regulation of EPEC Virulence Genes
Mech for Env & Genetic Rev of Gender Biased Behavior
ARRA Mech for Env & Genetic Rev of Gender

Biased Behavior
Studies of Manganese Binding Regulatory Proteins
Developing a New Model of Spider Gastrulation

Total National Institutes of Health

Other:
Quantum Information Limitation & Primitives: Optimal State Id
UC San Diego — DARPA

UC San Diego — AFOSR
Total other
Total research and development cluster
Total expenditures of federal awards

See accompanying notes to schedule of expenditures of federal awards.

84.038
84.033
84.007

47.074
47.074
47.075

93.855
93.859

93.701

93.859
93.865

47.076

$

536,043
156,289
209,939

2,091,642

12,031
2,525
14,700

13,068
12,444

29,136
9,968
90,318

361,650

22,979

134,468

741,851

2,833,493
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