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In our opinion, the Reed Institute complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2011.

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, 2011 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 basic financial statements of The Reed Institute as of and for the year ended June 30,
2011 and have issued our report theron dated November 7, 2011. Our audit was performed for the purpose
of forming an opinion on the basic financial statements taken as a whole. 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 basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.






THE REED INSTITUTE
Schedule of Expenditures of Federal Awards
Year ended June 30, 2011

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 $ 1,172,226
Perkins loans disbursements 84.038 604,074
Federal work study 84.033 165,534
Supplemental education opportunity grant 84.007 209,939
Academic Competitiveness Grant 84.375 78,450
National Smart Grant 84.376 54,000
Total Student Financial Assistance Cluster 2,284,223
Research and Development Cluster:
National Science Foundation:
RUI — Telomere Function and Dysfunction in Vivo 47.074 12,429
RUI — Influence of Network Structure on Sex Disparity 47.075 59,763
RUI — Molecular Modules of Aggression 47.074 49,547
RUI — Genomic Architecture of Adaptive Radiation 47.074 6,377
Prog to Retain Prom Undergrad Math/Sci Majors 47.076 74,798
Total National Science Foundation 202,914
National Institutes of Health:
Behavioral Economics in a Lab-based Token Economy 93.279 196,790
Ler Mediated Regulation of EPEC Virulence Genes 93.855 79,392
Cognitions in Youth Substance Use Relapse Context 93.279 1
Mech for Env & Genetic Rev of Gender Biased Behavior 93.859 36,806
ARRA Mech for Env & Genetic Rev of Gender
Biased Behavior 93.701 34,599
Studies of Manganese Binding Regulatory Proteins 93.859 26,596
Genetics of Barley 93.859 17,644
ARRA Genetics of Barley 93.701 24515
Developing a New Model of Spider Gastrulation 93.865 100,370
Total National Institute of Health 516,713
Total research and development cluster 719,627
Total expenditures of federal awards $ 3,003,850

See accompanying notes to schedule of expenditures of federal awards.
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THE REED INSTITUTE
Schedule of Findings and Questioned Costs

Year ended June 30, 2011

Summary of Auditors’ Results

(@)
(b)

(©)
(d)
(€)

()
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The type of report issued on the financial statements: Unqualified opinion

Significant deficiencies in internal control were disclosed by the audit of the financial statements:
None

Material weaknesses: No

Noncompliance which is material to the financial statements: No

The type of report issued on compliance for major programs: Unqualified opinion

Significant deficiencies in internal control over major programs: None

Material weaknesses: No

Any audit findings which are required to reported under Section 510(a) of OMB Circular A-133: No
Major program: Student Financial Assistance Cluster

Dollar threshold used to distinguish between Type A and Type B programs: $300,000

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

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

Findings and Questioned Costs Relating to Federal Awards: No



