




THE REED INSTITUTE

Statements of Financial Position

June 30, 2010 and 2009

Assets 2010 2009

Current assets:
Cash and cash equivalents $ 5,453,008   7,094,502   
Accounts receivable – student and other (note 8) 440,825   473,915   
Short-term investments (note 3) 4,022,462   —    
Contributions receivable, net of allowance $44,000 in 2010 and

$33,000 in 2009 (note 8) 840,147   634,605   
Prepaid expenses and other assets 2,921,645   2,531,139   

Total current assets 13,678,087   10,734,161   

Noncurrent assets:
Cash and cash equivalents whose use is limited 2,196,869   2,208,255   
Accounts receivable noncurrent – student and other, net of

allowance of $60,000 in both 2010 and 2009 (note 8) 4,960,440   4,799,126   
Property, plant, and equipment, net (note 4) 113,494,638   115,553,119   
Contributions receivable – noncurrent, net of allowance of

$906,000 in 2010 and $1,077,000 in 2009 (note 8) 17,194,361   20,437,444   
Funds held in trust by others (note 7) 12,862,568   11,096,955   
Long-term investments (note 3) 395,489,129   347,188,450   
Other assets 528,449   510,393   

Total noncurrent assets 546,726,454   501,793,742   

Total assets $ 560,404,541   512,527,903   

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued liabilities $ 4,735,810   4,946,142   
Postretirement benefits payable (note 6) 613,699   644,583   
Debt and capital leases, current portion (note 5) 46,937,723   1,244,463   
Deferred revenue 1,130,667   1,036,888   

Total current liabilities 53,417,899   7,872,076   

Long-term liabilities:
Liability for split-interest agreements 10,396,922   9,400,829   
Postretirement benefits payable (note 6) 17,826,555   15,641,100   
Refundable loan programs 2,976,859   3,019,784   
Asset retirement obligations 2,925,560   2,892,350   
Debt and capital leases, net of current portion (note 5) 18,607,426   64,889,465   
Other liabilities 2,729,849   2,161,375   

Total long-term liabilities 55,463,171   98,004,903   

Total liabilities 108,881,070   105,876,979   

Net assets (note 9):
Unrestricted 242,133,572   224,075,841   
Temporarily restricted 75,032,769   68,342,511   
Permanently restricted 134,357,130   114,232,572   

Total net assets 451,523,471   406,650,924   

Total liabilities and net assets $ 560,404,541   512,527,903   

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, 2010

Temporarily Permanently Total
Unrestricted restricted restricted 2010

Revenues, gains (losses), and other support:
Tuition and fees $ 53,238,793   —    —    53,238,793   

Less college-funded scholarships (18,857,307)  —    —    (18,857,307)  

Net tuition and fees 34,381,486   —    —    34,381,486   

Auxiliary enterprises 11,611,738   —    —    11,611,738   
Gifts and private grants 11,105,179   803,421   18,789,974   30,698,574   
Government grants, contracts, and student aid 1,626,498   —    —    1,626,498   
Realized and unrealized gains and losses 20,560,032   14,617,244   —    35,177,276   
Other investment expense (385,946)  —    —    (385,946)  
Other revenues and additions 1,058,831   —    537   1,059,368   

Revenues and gains 45,576,332   15,420,665   18,790,511   79,787,508   

Net assets released from restrictions 11,987,486   (11,987,486)  —    —    

Total revenues, gains, and
other support 91,945,304   3,433,179   18,790,511   114,168,994   

Expenses:
Educational and general:

Instruction 26,423,932   —    —    26,423,932   
Research 979,161   —    —    979,161   
Academic support 7,428,119   —    —    7,428,119   
General institutional support 13,364,385   —    —    13,364,385   
Student services 5,351,866   —    —    5,351,866   





THE REED INSTITUTE

Statements of Cash Flows

Years ended June 30, 2010 and 2009

2010 2009

Cash flows from operating activities:
Increase (decrease) in net assets $ 44,872,547   (119,161,838)  
Adjustments to reconcile increase (decrease) in net assets to net

cash used in operating activities:
Depreciation and amortization 4,303,785   4,410,326   
Contributions restricted for long-term investment (23,394,525)  (4,880,482)  
Noncash contributions (3,005,791)  (1,000,805)  
Net realized and unrealized (gains) losses on investments (35,745,750)  98,758,244   
Change in value of split-interest agreements (3,583,952)  7,622,435   
Change in fair value of derivative instruments 568,474   994,042   
Change in asset retirement obligation 33,210   62,743   
Changes in operating assets and liabilities:

Decrease (increase) in cash and cash equivalents
whose use is limited 11,386   (140,560)  

Increase in accounts receivable – students and other (128,224)  (187,370)  
Decrease (increase) in contributions receivable 3,037,541   (122,098)  
Increase in prepaid expenses and other assets (385,551)  (344,493)  
Decrease in accounts payable and accrued liabilities (210,332)  (2,461,108)  
Increase (decrease) in postretirement benefits payable 2,154,571   (392,196)  
Increase in deferred revenue 93,779   175,740   

Net cash used in operating activities (11,378,832)  (16,667,420)  

Cash flows from investing activities:
Proceeds from maturities/sales of investments 282,004,920   236,221,833   
Purchases of investments (292,362,421)  (220,932,600)  
Contracts/loans collected (37,054)  (82,102)  
Purchase of property, plant, and equipment (2,231,260)  (8,080,490)  

Net cash (used in) provided by investing activities (12,625,815)  7,126,641   

Cash flows from financing activities:
Contributions restricted for long-term investment 23,394,525   4,880,482   
Payment of debt principal and capital lease obligations (588,781)  (1,173,907)  
Payments of obligations for split-interest agreements (1,395,759)  (1,434,287)  
Increase in obligations for split-interest agreements 996,093   179,290   
Changes in governmental loan funds (42,925)  (45,086)  

Net cash provided by financing activities 22,363,153   2,406,492   

Net decrease in cash and cash equivalents (1,641,494)  (7,134,287)  

Cash and cash equivalents, beginning of year 7,094,502   14,228,789   

Cash and cash equivalents, end of year $ 5,453,008   7,094,502   

Supplemental disclosures:
Interest paid $ 1,279,657   1,871,412   
Assets acquired under capital leases 389,869   6,197   

See accompanying notes to financial statements.
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THE REED INSTITUTE 

Notes to Financial Statements 

June 30, 2010 and 2009 

 8 (Continued) 

With a few exceptions, the moneys in the endowment and similar funds are invested as a pool, and 
the related income of the pool is distributed to each participating fund based upon a spending 
formula and its relative proportion of the pool. 

In addition, moneys, which are not required to meet short-term demands, are combined and invested. 
The income earned on these intermediate investments is allocated to each participating fund based 
upon its relative proportion of the combined investment. 

(e) Investments 

Investments in marketable equity securities with readily determinable fair values and all investments 
in debt securities are carried at fair value. In conjunction with the adoption of FASB ASC No. 820, 
Fair Value Measurements, Reed College has adopted the measurement provisions of 
FASB ASC No. 820-10, Investments in Certain Entities That Calculate Net Asset Value per Share 
(or Its Equivalent), to certain investments in funds that do not have readily determinable fair values 
including private investments, hedge funds, and real estate. Net asset value (NAV), in many 
instances, may not equal fair value that would be calculated pursuant to ASC No. 820. 

Realized and unrealized gains and losses arising from the sale, collection, or other disposition of 
investments, as well as all dividends, interest, and other investment income, are shown in the 
statements of activities and changes in net assets. Gains and investment income that are limited to 
specific uses by donor-imposed restrictions are reported as increases in unrestricted net assets if the 
restrictions are met in the same reporting period that the gains and income are recognized. Losses on 
investments related to gifts that the donor required to be invested in perpetuity (i.e., endowment 
funds) are classified as decreases in temporarily restricted net assets until the investments fall below 
the original gift at which point they decrease unrestricted net assets. Subsequent gains that restore the 
fair value of the assets of the endowment funds to the required level are classified as increases in 
unrestricted net assets. 

(f) Split-Interest Agreements 

Reed College has been named as a beneficiary for various split-interest agreements. Each agreement 
provides for contractual payments to stated beneficiaries for their lifetimes, after which remaining 
principal and interest revert to Reed College. Assets contributed are recorded at fair value. In 
addition, Reed College has recognized the present value of estimated future payments to be made to 
beneficiaries over their expected lifetimes as a long-term liability. The present values of these 
estimated payments were determined on the basis of published actuarial factors for ages of the 
respective beneficiaries discounted using the risk-free rate adjusted for mortality uncertainties and 
are not changed after the date of the gift. Annual adjustments are made between the liability and the 
net assets to record actuarial gains or losses. Differences between the assets contributed and the 
expected payments to be made to beneficiaries have been recorded as contribution revenue in the 
year established. These donations are either temporarily restricted on the basis of time or 
permanently restricted based on the intent of the donor. 



THE REED INSTITUTE 

Notes to Financial Statements 

June 30, 2010 and 2009 
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(g) Contributions Receivable 

Unconditional promises to give (contributions) are recorded as gifts and private grant income and 
contributions receivable. Promises to give are not recognized until they become unconditional, that 
is, when the donor-imposed restrictions are substantially met. Contributions other than cash are 
recorded at their estimated fair value. Management estimates an allowance for uncollectible 
contributions based on risk factors such as prior collection history, type of contribution, and the 
nature of the fund-raising activity. Contributions are generally receivable within five years of the 
date the commitment was made and were discounted to present value using a discount rate 
commensurate with the risk involved. Amortization of the discount is recorded as additional 
contribution revenue in accordance with donor-imposed restrictions, if any, on the contributions. 

(h) Derivative Instruments 

Reed College accounts for derivatives of an interest rate swap in accordance with 
FASB ASC No. 815-10, Accounting for Derivative Instruments and Certain Hedging Activities, as 
amended, which requires that all derivative instruments be recorded on the statements of financial 
position at their respective fair values. Changes in the fair value are recognized in unrealized gains 
and losses, unrestricted, in the statements of activities and changes in net assets. 

(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 (twenty to fifty years) and equipment and 
furnishings (five years). Plant and 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 Materials 

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(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 No. 740-10, Accounting for Uncertainty in Income Taxes, 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 No. 740-10 also provides related guidance on measurement, derecognition, classification, 
interest and penalties, and disclosure. As Reed College is exempt from taxation under 
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The payment schedule for the capital lease obligation is as follows: 

2011 $ 120,452   
2012 110,897   
2013 97,520   
2014 96,260   
2015 56,690   

481,819   

Less amount representing interest (109,073)  

$ 372,746   

 

(b) Notes Payable 

Reed College borrowed $21,330,000 from the State of Oregon on December 1, 1995. Effective 
June 7, 2006, Reed College refinanced the callable portion of the 1995 State of Oregon notes payable 
in the amount of $16,650,000. The 2006 State of Oregon notes mature on July 1, 2025 and bear 
interest at a variable rate set on a weekly basis by a Dutch auction process or at a default rate if the 
auction is not successful. These bonds were subsequently refinanced by the 2008 State of Oregon 
notes. 

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 certain other renovations, additions, alterations, and 
furnishing and landscaping thereof. These bonds were issued initially as auction rate certificates 
(ARCs), and were scheduled to mature on July 1, 2038 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. 

During 2008, Reed College refinanced the 2006 and the 2007 State of Oregon Bonds in the amount 
of $47,060,000. The 2008 State of Oregon notes mature on July 1, 2038 and bear interest based on a 
weekly basis set through the remarketing process. 

Wells Fargo Bank is the liquidity facility provider for the 2008 Bond Issue should the bonds fail to 
remarket. The 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. As of June 30, 2010, 
this Liquidity Facility will remain in effect for less than a full year, resulting in Reed College 
potentially being self-liquid for period of time. The 2008 Bonds have been classified as current in the 
2010 statement of financial position as any potential failed remarketing of the bonds after the 
expiration of the Liquidity Facility would result in the debt being put to Reed College. This 
classification does not impact the scheduled maturities of the bonds as summarized below. 



THE REED INSTITUTE 

Notes to Financial Statements 

June 30, 2010 and 2009 

 14 (Continued) 

Notes payable are summarized as follows: 

2010 2009

2000 State of Oregon notes $ 19,080,000   19,215,000   
1995 State of Oregon notes —    685,000   
2008 State of Oregon notes 46,710,000   46,710,000   

65,790,000   66,610,000   

Less discount (617,597)  (659,777)  

Total $ 65,172,403   65,950,223   

 

Scheduled principal payments on the notes payable become due as follows: 

2000 State 2008 State
of Oregon of Oregon

notes notes Total

2011 $ 140,000   1,085,000   (1) 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   
2015 175,000   1,265,000   1,440,000   
Thereafter 18,285,000   40,820,000   59,105,000   

$ 19,080,000   46,710,000   65,790,000   

 
(1) Excludes $45,625,000 of current portion of long-term debt classified as current in the 

accompanying statements of financial position due to the termination of the current Liquidity 
Facility within the coming fiscal year. 

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

2010 2009

Interest $ 1,279,657   1,871,412   
Amortization of discount and issuance costs 63,695   63,695   

Total interest expensed $ 1,343,352   1,935,107   

 

Notes payable discount, net of amortization was $617,597 and $659,777 at June 30, 2010 and 2009, 
respectively. Issuance costs, net of amortization were $328,260 and $379,775 at June 30, 2010 and 
2009, respectively. Amortization is calculated over the life of the notes. The fair market value of the 
notes payable at June 30, 2010 and 2009 was $66,801,549 and $66,017,073, respectively. 
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The accrued liability for postretirement benefits at year-end is as follows: 

2010 2009

Change in benefit obligation:
Benefit obligation at beginning of year $ 16,285,683   16,677,879   
Service cost 404,355   341,242   
Interest cost 1,060,804   1,117,437   
Benefits paid (644,583)  (624,461)  
Actuarial loss (gain) 1,333,995   (1,226,414)  

Benefit obligation at end of year 18,440,254   16,285,683   

Funded status $ (18,440,254)  (16,285,683)  

Amounts recognized in the balance sheet consist of:
Postretirement benefits payable – current $ 613,699   644,583   
Postretirement benefits payable 17,826,555   15,641,100   

$ 18,440,254   16,285,683   

 

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

2010 2009

Interest cost $ 1,060,804   1,117,437   
Service cost 404,355   341,242   
Amortization of gain (48,748)  (171,056)  

Net periodic benefit cost $ 1,416,411   1,287,623   

 

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, 2010 and 2009, as measured at June 30: 

2010 2009

Benefit obligation:
Weighted average discount rate 5.85% 7.00%
Rate of increase in per capita cost of covered healthcare 8% trending to 8% trending to

benefits 5% in 2015 5% in 2014

Net periodic benefit cost:
Weighted average discount rate 7.00% 6.60%
Rate of increase in per capita cost of covered healthcare 8% trending to 8% trending to

benefits 5% in 2015 5% in 2014

 

Reed College’s policy is to fund the plan as claims payments are made. In the 2010 – 2011 fiscal year, 
Reed College expects to contribute, from ongoing cash flows and current assets, $613,699 to the plan. 
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In August 2008, the FASB issued FASB ASC No. 958-205, 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. ASC 958-205 was effective 
for fiscal years 2010 and 2009 for Reed College. The major change in net assets classification resulting 
from ASC 958-205 relates to the portion of the fund not stipulated by the donor to be restricted in 
perpetuity. In the absence of explicit donor instructions on the use of such funds, the earnings previously 
classified as either permanently restricted or unrestricted must be reported as temporarily restricted until 
appropriated for spending. 

Reed College’s endowment consists of approximately 401 individual funds of which approximately 34% 
or 137 funds are donor-restricted endowment funds. Net assets associated with endowment funds are 
classified and reported based on the existence of those donor restrictions. Endowment funds are invested 
on the basis of a total return policy to provide income and to realize appreciation on invested assets. Under 
this policy, a portion of realized and unrealized gains, in addition to interest and dividend income, can be 
used to support operations. Investment income used to support operations is allocated from funds that have 
a fair value in excess of historical value and are utilized in accordance with donor-imposed restrictions. 

Reed College spends endowment income and capital gains within a spending policy that preserves 
principal in accordance with the UPMIFA. The policy on spending endowment income is to spend 5.3% of 
the average investment net assets over a rolling 13-quarter period. If losses reduce the assets of a 
donor-restricted endowment fund below the donor-restricted corpus, temporarily restricted net assets will 
be reduced until the accumulated gains associated with a fund are reduced to zero. At that point, further 
losses reduce unrestricted net assets. The value of donor-restricted endowment funds with a fair value of 
associated assets that is less than the original gift amount is $9,012,447 and $10,631,078 for the years 
ended at June 30, 2010 and 2009, respectively. Future gains that restore the corpus value will be recorded 
as increases in temporarily restricted net assets after replacing any losses charged to unrestricted net assets. 

Endowment net assets by type of fund as of June 30, 2010: 

Temporaril y Permanently
Unrestricted restricted restricted Total

Donor-restricted endowment funds $ (9,012,447) 53,751,546  132,183,593  176,922,692  
Board-designated endowment funds 188,670,907  —  —  188,670,907  

Total funds $ 179,658,460  53,751,546  132,183,593  365,593,599  

 

Endowment net assets by type of fund as of June 30, 2009: 

Temporaril y Permanently
Unrestricted restricted restricted Total

Donor-restricted endowment funds $ (10,631,078) 49,747,137  110,652,188  149,768,247  
Board-designated endowment funds 173,426,963  —  —  173,426,963  

Total funds $ 162,795,885  49,747,137  110,652,188  323,195,210  
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(b) Fair Value Hierarchy 

Reed College adopted FASB ASC No. 820 on July 1, 2008 for fair value measurements of financial 
assets and financial liabilities and for fair value measurements of nonfinancial items that are 
recognized or disclosed at fair value in the financial statements on a recurring basis. ASC No. 810 
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 quoted prices in active markets for 
identical assets 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 hierarchy are as follows: 

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities 
that the Reed College has the ability to access at the measurement date. 

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable 
for the asset or liability, either directly or indirectly. 

Level 3 inputs are unobservable inputs for the asset or liability. 

The level in the fair value hierarchy within which a fair measurement in its entirety falls is based on 
the lowest level input that is significant to the fair value measurement in its entirety. 








