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(i) Property, Plant, and Equipment, Net  

Property, plant, and equipment are stated at cost at the date of acquisition, if purchased, or at fair 

market value, at the date of receipt, if acquired by donation. Equipment under capital leases are stated 

at the present value of minimum lease payments. Depreciation is computed on a straight-line basis 

over the estimated useful lives of buildings (20 to 50 years) and equipment and furnishings (5 years). 

Equipment held under capital leases are amortized on a straight-line basis over the shorter of the lease 

term or estimated useful life of the asset. Routine repair and maintenance expenses and equipment 

replacement costs are expensed as incurred. 

(j) Donated Mate rials  

Donated materials are included in the statements of activities and changes in net assets as “Gifts and 

private grants” at their estimated fair values at date of receipt. These materials are subsequently 

expensed when used. 

(k) Income Tax Status  

The Internal Revenue Service has recognized Reed College as exempt from tax under the provisions 

of Section 501(a) as an organization described under Section 501(c)(3) of the Internal Revenue Code 

except to the extent of unrelated business income under Sections 511 through 515. Management 

believes that unrelated business income tax, if any, is immaterial, and therefore, no tax provision has 

been made. Reed College accounts for income taxes in accordance with FASB ASC Subtopic 740-10, 

Income Taxes �± Overall, an Interpretation of FASB Statement 109, which clarifies the accounting for 

uncertainty in income taxes recognized in an enterprise’s financial statements and prescribes a 

threshold of more likely than not for recognition of tax benefits of uncertain tax positions taken or 

expected to be taken in a tax return. ASC Subtopic 740-10 also provides related guidance on 

measurement, derecognition, classification, interest and penalties, and disclosure. Reed College does 

not have any uncertain tax positions. 

(l) Cash and Cash Equivalents  

Cash and cash equivalents represent cash in bank and other highly liquid investments with original 

maturities of three months or less, except for certain cash and cash equivalents included in the 

investment portfolio that are intended to be invested on a long-term basis. Cash and cash equivalents 

whose use is limited are restricted for the Federal Perkins Loan program. 

(m) Deferred Revenue  

Deferred revenue consists primarily of tuition and fees related to future academic years. 

(n) Postretirement Benefi ts  

Reed College has a noncontributory postretirement medical benefit plan covering participating 

employees upon their retirement. Reed College maintains a postretirement medical benefit plan and 

accounts for the plan within the framework of FASB ASC Topic 958-715, Not-for-Profit Entities �± 
Compensation �± Retirement Benefits. 
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Notes payable are summarized as follows: 

 

Principal payments on the notes payable become due as follows: 

 

Interest on the State of Oregon notes payable and amortization of discount and issuance costs are as 

follows: 

2017 2016

Interest $ 2,255,832  2,102,314  

Amortization of discount and issuance costs 31,149  31,149  

Total interest expensed $ 2,286,981  2,133,463  

 

Issuance costs, net of amortization were $309,648 and $323,995 at June 30, 2017 and 2016, 

respectively and are included in other assets in the accompanying statements of financial position. 

Amortization is calculated over the life of the notes. The fair value of the notes payable at June 30, 

2017 and 2016 was approximately $81,524,000 and $84,647,000, respectively. 

(b) Interest Rate Risk Management  

In order to take advantage of fluctuations in long-term interest rates, Reed College has entered into an 

interest rate swap agreement with a notional amount $16,650,000, which allows Reed College to 

change the variable interest rate to a fixed interest rate on the State of Oregon notes payable. 
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The accrued liability for postretirement benefits at year-end is as follows: 

2017 2016

Change in benefit obligation:

Benefit obligation at beginning of year $ 29,921,899  26,532,543  

Service cost 440,767  527,516  

Interest cost 1,047,559  1,059,953  

Benefits paid (673,927) (807,484) 

Actuarial (gain) loss (4,055,865) 2,609,371  

Benefit obligation at end of year and funded status $ 26,680,433  29,921,899  

Amounts recognized in the balance sheet consist of:

Postretirement benefits payable – current $ 992,668  957,470  

Postretirement benefits payable 25,687,765  28,964,429  

$ 26,680,433  29,921,899  

 

Net periodic benefit cost for the years ended June 30 included the following components: 

 

Reed College used the following actuarial assumptions to determine its employee benefit obligations at 

and net periodic benefit cost for the years ended June 30, 2017 and 2016, as measured at June 30: 

2017 2016

Benefit obligation:

Weighted average discount rate 4.0 % 3.6 %

Rate of increase in per capita cost of covered 6.0% trending to 6.5% trending to

healthcare benefits 4.0% in 2022 4.0% in 2022

Net periodic benefit cost:

Weighted average discount rate 3.6 % 3.6 %

Rate of increase in per capita cost of covered 6.5% trending to 7.0% trending to

healthcare benefits 4.0% in 2022 4.0% in 2022
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2017 2016

Current:

Gross contributions receivable $ 2,940,515  2,405,487  

Less allowance for doubtful accounts (86,000) (120,000) 

Total current net contributions receivable 2,854,515  2,285,487  

Long-term (one to five years):

Gross contributions receivable 4,536,636  11,960,811  

Less allowance for doubtful accounts (285,000) (579,000) 

Net long-term contributions receivable 4,251,636  11,381,811  

Less discount to present value (84,241) (406,062) 

Total long-term net contributions receivable 4,167,395  10,975,749  

Total net contributions receivable $ 7,021,910  13,261,236  
 

Reed College expects to receive $2,940,515 in fiscal year 2018 and $4,536,636 over the following three 

fiscal years, related to receivables outstanding at June 30, 2017. 

Contributions receivable due in excess of one year are discounted at 1.07% to 1.62% and 0.784% to 

1.439% for the years ended June 30, 2017 and 2016, respectively. 

Of the net unconditional promises to give included above, $3,612,115 represents an unconditional promise 

to give from 6 members of the Reed College board of trustees due in one to three years. 

Accounts receivable consist of the following at June 30, 2017: 
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The following table presents assets and liabilities that are measured at fair value on a recurring basis at 

June 30, 2016: 

Quoted prices

in active Significant

markets for other Significant

identical observable unobservable

assets inputs inputs

Total (Level 1) (Level 2) (Level 3)

Assets:

Cash and cash equivalents $ 2,661,798  2,661,798  —  —  

Fixed income 31,825,775  31,825,775  —  —  

Public equities 32,157,004  32,157,004  —  —  

Funds held in trust 21,753,080  —  19,358,080  2,395,000  

Other 2,955,604  87,150  —  2,868,454  

Total 91,353,261  66,731,727  19,358,080  5,263,454  

Investments where NAV was

used as a practical

expedient to measure fair

value:

Absolute return 129,894,261  —  —  —  

Fixed income 16,648,394  —  —  —  

Private equity 88,142,770  —  —  —  

Private real assets 44,172,071  —  —  —  

Private real estate 9,482,036  —  —  —  

Public equities 139,025,670  —  —  —  

Total investments

and other assets $ 518,718,463  66,731,727  19,358,080  5,263,454  

Liabilities:

Interest rate swap $ 2,005,751  

 

Reed College’s beneficial interest in irrevocable split-interest agreements held or controlled by a third 

party is classified as Level 1, Level 2, and Level 3 as the fair values are based on a combination of 

Level 1 inputs (observable market values of the trusts’ investment portfolios), indirect observable inputs 

(Real Estate Investments Trusts), and significant unobservable inputs (real estate). The fair values are 

measured at the present value of the future distributions Reed College expects to receive over the term 

of the agreements. 

Treasuries, registered bond mutual funds, registered large cap equity mutual funds, and money market 

funds are classified in Level 1 of the fair value hierarchy as defined above because their fair values are 

based on quoted prices for identical securities. Most investments classified in Levels 2 and 3 consist of 

shares or units in nonregistered investment funds as opposed to direct interests in the funds’ 

underlying securities. Even though these shares and units in nonregistered investment funds are 
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The following table presents information for investments where the NAV was used as a practical 

expedient to measure fair value at June 30, 2016: 

Lockup Redemption Redemption

Fair value period frequency notice period

Absolute return $ 28,209  Liquidating N/A N/A

Absolute return and public

equities 99,924,373  Monthly 1 month 10–30 days

Absolute return, fixed

income, and public

equities 113,645,207  Quarterly 3 months 30–75 days

Absolute return 10,800,057  Quarterly 4 months 85 days

Absolute return 9,216,470  Quarterly 5 months 60 days

Absolute return 7,735,664  Quarterly 9 months 90 days

Absolute return 8,213,137  Annually 3 months 60 days

Absolute return 8,612,627  Annually 6 months 90 days

Absolute return 3,909,569  Annually 9 months 45 days

Absolute return 11,527,310  Annually 1 year 60 days

Public equities 6,901,737  Triennial 3 months 60 days

$ 280,514,360  

 

Reed College holds investments in private limited partnerships and certain fixed income commingled 

funds where NAV is used as a practical expedient to measure fair value at June 30, 2017. These 

investments do not allow for periodic redemptions, but rather distribute earnings at the discretion of the 

fund managers and fully liquidate upon the termination date as stated in the agreement. Therefore, 

these are considered illiquid. At June 30, 2017 and 2016, Reed College held $167,965,265 and 

$146,850,842, respectively, of private limited partnerships and certain fixed income commingled funds 

that had termination dates that ranged from 2017 to 2027. 

(13) Split-Interest Agreements 

The following schedule summarizes the change in value and its presentation in the statements of activities 

as related to the change in value of split-interest agreements: 

2017 2016

Dividends and interest $ 429,679  799,791  

Beneficiary payments (1,241,871) (1,275,966) 

Investment fees (266,354) (202,661) 

Net realized gain 961,958  816,432  

Net unrealized gain 1,628,419  334,749  

Total change in value $ 1,511,831  472,345  
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(14) Fund-Raising Expense 

Reed College expended $3,246,450 and $3,289,049 for the years ended June 30, 2017 and 2016, 

respectively, for payroll and benefits, informational materials, travel, and special events relating to 

fund-raising activities. These costs are all classified as public affairs in the statements of activities and 

changes in net assets. 

(15) Subsequent Events 

Reed College has evaluated subsequent events from the statement of financial position date through 

October 9, 2017, the date at which the financial statements were issued, and determined that there are no 

other items to disclose. 


