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THE REED INSTITUTE
Statements of Financial Position
June 30, 2011 and 2010

See accompanying notes to financial statements.

Assets 2011 2010
Current assets:
Cash and cash equivalents $ 10,142,365 5,453,008
Accounts receivable — student and other (note 8) 236,847 440,825
Short-term investments (note 3) 1,264,818 4,022,462
Contributions receivable, net of allowance $27,000 in 2011 and
$44,000 in 2010 (note 8) 504,456 840,147
Prepaid expenses and other assets 3,364,072 2,921,645
Total current assets 15,512,558 13,678,087
Noncurrent assets:
Cash and cash equivalents whose use is limited 2,308,107 2,196,869
Accounts receivable noncurrent — student and other, net of allowance of
$60,000 in 2011 and 2010 (note 8) 4,993,653 4,960,440
Property, plant, and equipment, net (note 4) 111,919,299 113,494,638
Contributions receivable — noncurrent net of allowance of $995,000
in 2011 and $906,000 in 2010 (note 8) 18,882,999 17,194,361
Funds held in trust by others (note 7) 13,171,845 12,862,568
Funds held by trustee (note 3) 17,884,144 —
Long-term investments (note 3) 447,385,039 395,489,129
Other assets 548,214 528,449
Total noncurrent assets 617,093,300 546,726,454
Total assets $ 632,605,858 560,404,541
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities $ 5,362,287 4,735,810
Postretirement benefits payable (note 6) 611,371 613,699
Debt and capital leases, current portion (note 5) 1,220,195 46,937,723
Deferred revenu 980,452 1,130,667
Total current liabilities 8,174,305 53,417,899
Long-term liabilities:
Liability for split interest agreements 10,757,649 10,396,922
Postretirement benefits payable (note 6) 15,188,196 17,826,555
Refundable loan programs 2,920,745 2,976,859
Asset retirement obligation 2,956,981 2,925,560
Debt and capital leases, net of current portion (note 5) 83,895,011 18,607,426
Other liabilities 2,368,419 2,729,849
Total long-term liabilities 118,087,001 55,463,171
Total liabilities 126,261,306 108,881,070
Net assets (note 9):
Unrestrictel 278,001,047 242,133,572
Temporarily restricte 91,185,175 75,032,769
Permanently restricte 137,158,330 134,357,130
Total net assets 506,344,552 451,523,471
Total liabilities and net assets $ 632,605,858 560,404,541










THE REED INSTITUTE

Statements of Cash Flows

Years ended June 30, 2011 and 2010

Cash flows from operating activities:
Increase in net assets
Adjustments to reconcile change in net assets to net cash used in
operating activities:

Depreciation and amortization costs

Contributions restricted for long-term investment

Noncash contributions

Net realized and unrealized losses on investments

Change in value of split interest agreements

Change in fair value of derivative instruments

Change in asset retirement obligation

Changes in operating assets and liabilities:
(Increase) decrease in cash and cash equivalents whose use

is limited

(Increase) decrease in accounts receivable — students and other
(Increase) decrease in contributions receivable
Increase in prepaid expenses and other assets
(Decrease) increase in accounts payable and accrued liabilities
(Decrease) increase in postretirement benefits payable
Increase (decrease) in deferred revenue

Net cash used in operating activities

Cash flows from investing activities:
Proceeds from maturities/sales of investments
Purchases of investments
Contracts receivable advanced
Contracts receivable collected
Purchase of property, plant, and equipment

Net cash provided by (used in) investing activities

Cash flows from financing activities:
Contributions restricted for long-term investment
Issuance of debt
Payment of debt principal and capital lease obligations
Payments of obligations for split interest agreements
Increase in obligations for split interest agreements
Changes in governmental loan funds
Changes in deposit with bond trustee

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplemental disclosures:
Interest paid
Assets acquired under capital leases

See accompanying notes to financial statements.

2011 2010
$ 54,821,081 44,872,547
4,288,239 4,303,785
(10,580,169) (23,394,525)
(1,075,568) (3,005,791)
(59,828,329) (35,745,750)
(3,502,907) (3,583,952)
(361,430) 568,474
31,421 33,210
(111,238) 11,386
170,765 (128,224)
(1,352,947) 3,037,541
(442,427) (385,551)
626,477 (210,332)
(2,640,687) 2,154,571
(150,215) 93,779
(20,107,934) (11,378,832)
311,884,850 282,004,920
(295,680,607) (292,362,421)
(27,500) (61,774)
35,246 24,720
(2,740,411) (2,231,260)
13,471,578 (12,625,815)
10,580,169 23,394,525
40,030,000 —
(20,459,943) (588,781)
(1,244,982) (1,395,759)
360,727 996,093
(56,114) (42,925)
(17,884,144) —
11,325,713 22,363,153
4,689,357 (1,641,494)
5,453,008 7,094,502
$ 10,142,365 5,453,008
$ 1,773,491 1,279,657
23,658 389,869
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THE REED INSTITUTE
Notes to Financial Statements
June 30, 2011 and 2010

With a few exceptions, the monies 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.

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,
Reed College has adopted the measurement provisions of FASB ASC No. 820-10, Investments in
Certain Entities That Calculate Net $et Value per Share (or Its Equivalgnb 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.

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.
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THE REED INSTITUTE
Notes to Financial Statements
June 30, 2011 and 2010

Section 501(c)(3) of the Internal Revenue Code as a qualified educational institution and is generally
not subject to federal or state income taxes, the adoption of ASC No. 740-10 did not have a
significant impact on the Reed College’s financial statements.

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. Cash and cash equivalents whose use is limited are restricted for
the Federal Perkins Loan program.

Deferred Revenue

Deferred revenues consist primarily of prepayments of tuition and fees related to future academic
years.

Postretirement Benefits

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 Nos. 715 and 958, Employer’ Accounting
for Defined Benefit Pension drDther Postretirement Plans

Reed College records annual amounts relating to its postretirement medical benefit plan based on
calculations that incorporate various actuarial and other assumptions, including discount rates,
mortality, and healthcare cost trend rates. Reed College reviews its assumptions on an annual basis
and makes modifications to the assumptions based on current rates and trends when it is appropriate
to do so. Reed College believes that the assumptions utilized in recording its obligations under its
plans are reasonable based on its experience and market conditions.

Concentration of Risk

Reed College’s standard financial instruments include commercial paper, U.S. government and
agency securities, corporate obligations, equity securities, mutual funds, hedge funds, private equity,
and real estate. These financial instruments may subject Reed College to concentrations of risk.
Federal depository insurance coverage was expanded effective January 1, 2011 to provide unlimited
insurance coverage to all depositors.

10 (Continued)
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THE REED INSTITUTE
Notes to Financial Statements
June 30, 2011 and 2010

The payment schedule for the capital lease obligation is as follows:

2012
2013
2014
2015

Less amount representing interest

Notes Payable

$

126,482
103,556
103,136

49,891

383,065

(45,135)

337,930

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.

Effective March 22, 2011, Reed College refinanced the 2000 State of Oregon Bonds in the amount
of $19,080,000 and borrowed an additional $20,950,000 to be used to finance the construction of a

new performing arts building.

Wells Fargo Bank is the liquidity facility provider for the 2011 Bond Issue should the bonds fail to
remarket. The Liquidity Facility agreement remains in effect until April 22, 2012, unless renewed or
terminated pursuant to the conditions set forth in the 2008 Liquidity Facility.

Notes payable are summarized as follows:

2000 State of Oregon notes
2008 State of Oregon notes
2011 State of Oregon notes

Less discount
Total

13

2011 2010
— 19,080,000
45,250,000 46,710,000
40,030,000 —
85,280,000 65,790,000
(466,796) (617,597)
84,813,204 65,172,403

(Continued)
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THE REED INSTITUTE
Notes to Financial Statements
June 30, 2011 and 2010

the swap agreement as of June 30, 2011 and 2010 was a liability of $2,368,419 and $2,729,849,
respectively, which is recorded in the statements of financial position as other long-term liabilities.

Retirement and Postretirement Benefits

(@)

(b)

Retirement Plan

Reed College has a defined contribution noncontributory pension plan administered through
Teachers Insurance and Annuity Association — College Retirement Equities Fund. Certain employees
are eligible to participate and must be employed one year and have attained the age of twenty-one.
All contributions vest immediately with the employee at the rate of 10% of the participating
employees’ monthly compensation. Reed College’s policy is to fund pension expenses as incurred.
Expenditures relating to the plan were $2,842,395 and $2,725,874 for the years ended June 30, 2011
and 2010, respectively, and are included in education and general expenses in the accompanying
statements of activities.

Defined Benefit Retiree Medical Insurance Plan

Reed College maintains a defined benefit retiree medical insurance plan, which is administered by
Pioneer Educators Health Trust (PEHT) and is not funded. In order to participate, employees hired
prior to September 2, 2001 must retire from Reed College at or after age fifty-five with at least
ten years of continuous service. Employees hired after September 1, 2001 through June 30, 2006
must retire from Reed College at or after age fifty-five with twenty years of continuous service.
Employees are covered for the lowest premium plan for his or her lifetime and spouses/domestic
partners are covered at the rate of fifty percent of the lowest premium plan for his or her lifetime.
Employer premium expenses were $847,997 and $744,937 for the years ended June 30, 2011 and
2010, respectively, and are included in education and general expenses in the accompanying
statements of activities.

The accrued liability for postretirement benefits at year-end is as follows:

2011 2010
Change in benefit obligation:

Benefit obligation at beginning of year 18,440,254 16,285,683
Service cost 308,719 404,355
Interest cost 921,886 1,060,804
Benefits paid (613,699) (644,583)
Actuarial gain (3,257,593) 1,333,995
Benefit obligation at end of year 15,799,567 18,440,254
Funded status 15,799,567 18,440,254

Amounts recognized in the balance sheet consist of:
Postretirement benefits payable-current 611,371 613,699
Postretirement benefits payable 15,188,196 17,826,555
15,799,567 18,440,254

15
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THE REED INSTITUTE
Notes to Financial Statements
June 30, 2011 and 2010

Contributions receivable reported on the statements of financial position were as follows:

2011 2010
Current:

Gross contributions receivable $ 531,456 884,147
Less allowance for doubtful accounts (27,000) (44,000)
Total current net contributions receivable 504,456 840,147

Long-term (one to five years):
Gross contributions receivable 21,081,785 19,433,422
Less allowance for doubtful accounts (995,000) (906,000)
Net long-term contributions receivable 20,086,785 18,527,422
Less discount to present value (1,203,786) (1,333,061)
Total long-term net contributions receivable 18,882,999 17,194,361
Total net contributions receivable $ 19,387,455 18,034,508

Reed College expects to receive $6,890,814 in fiscal year 2012 and $12,496,641 over the following three
fiscal years, related to receivables outstanding at June 30, 2011.

Contributions receivable due in excess of one year are discounted at 0.923% to 1.754% and 0.09% to 4.7%
for the years ended June 30, 2011 and 2010, respectively.

Of the net unconditional promises to give included above, $13,234,871 represents an unconditional
promise to give from 16 members of the Reed College board of trustees due in one to three years.

18 (Continued)
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THE REED INSTITUTE
Notes to Financial Statements
June 30, 2011 and 2010

the board of trustees for the various benefit programs sufficient to provide the benefits, pay the
administrative expenses of the Plan, which are not otherwise paid by Reed College directly, and to
establish and maintain a minimum reserve as determined by the board of trustees. In the event losses of
PEHT exceed its capital and secondary coverage’s, the maximum contingent liability exposure to Reed
College is approximately $380,000. This exposure fluctuates based on changes in actuarial assumptions,
medical trend rates, and reinsurance amounts. The level of reinsurance is not expected to fluctuate
significantly in the future.

On July 1, 1988, Reed College elected to place its liability insurance coverage with the College Liability
Insurance Company, Ltd. (CLIC). CLIC was formed by seven similar western colleges and universities for
the purpose of providing liability insurance to higher 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 premium contributions from covered institutions. In the event the losses of
CLIC exceed its capital and secondary coverages, the maximum contingent liability exposure to Reed
College is approximately $161,254. As of June 30, 2011 and 2010, there were no amounts outstanding
against the standby letter of credit.

From time to time, Reed College is involved in various claims and legal actions arising in the ordinary
course of business. In the opinion of management, most of these claims and legal actions are covered by
insurance and the ultimate disposition of these matters will not have a material effect on Reed College’s
financial position, statements of activities, or cash flow.

Fair Value Measurements
(@) Fair Value of Financial Instruments

The following methods and assumptions were used to estimate the fair value of each class of
financial instruments:

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

Contributions receivable and funds held in trust by others: The fair value is determined as the present
value of future contractual cash flows discounted at an interest rate that reflects the risks inherent in
those cash flows.

Investments: Equity securities are measured using quoted market prices at the reporting date
multiplied by the quantity held. Debt securities are measured using quoted market prices multiplied
by the quantity held when quoted market prices are available. Investments in real estate for which
fair value is not readily determinable are carried at estimated fair values, if purchased, or at fair value
at the date of receipt, if acquired by donation. Alternative investments, which are not readily
marketable, are carried at estimated fair values. Reed College reviews and evaluates the values
provided by the investment managers and estimates the fair value of the alternative investments
using the NAV as a practical expedient.

23 (Continued)






THE REED INSTITUTE
Notes to Financial Statements
June 30, 2011 and 2010

The following table presents assets and liabilities that are measured at fair value on a recurring basis

at June 30, 20

Assets:

11:

Long-term government bonds $
Corporate bonds

Bond funds

Small cap equity funds
Large cap equity funds
Exchange-traded funds

Hedge fund

S

Private equity

REITs
Real estate

Money market and other
Funds held in trust by others
Funds held by trustee

Liabilities:

Interest rate swap

Total

Quoted
prices in
active Significant
markets for other Significant
identical observable unobservable
assets inputs inputs
Total (Level 1) (Level 2) (Level 3)
25,000 25,000 — —
17,601,315 13,110,327 4,490,988 —
3,620,291 — 3,620,291 —
57,637,460 48,954,476 8,682,984 —
14,997,623 14,997,623 — —
215,722,836 — 14,398,944 201,323,892
127,854,961 — — 127,854,961
2,503,853 — 2,503,853 —
5,466,779 — — 5,466,779
3,219,739 2,673,584 546,155 —
13,171,845 — — 13,171,845
17,884,144 17,884,144 — —
479,705,846 97,645,154 34,243,215 347,817,477
2,368,419 — 2,368,419 —
25 (Continued)






THE REED INSTITUTE

Notes to Financial Statements

June 30, 2011 and 2010

The following table presents information for investments where the NAV was used as a practical
expedient to measure fair value at June 30, 2011:

Hedge funds
Hedge funds
Hedge funds
Hedge funds
Hedge funds
Hedge funds
Hedge funds

Lock-up Redemption Redemption
Fair value period frequency notice period
$ 4,508,830 None Daily 1 day
143,478,692 3 — 24 months Quarterly 30 — 90 days
16,427,074 11 months Triannually 120 days
14,891,962 9 months Biannually 90 days
24,851,397 8 — 21 months Annually 60 — 90 days
9,890,114 2 months Monthly 15 days
1,674,767 In liquidation N/A N/A

$ 21572283

The following table presents information for investments where the NAV was used as a practical
expedient to measure fair value at June 30, 2010:

Hedge funds
Hedge funds
Hedge funds
Hedge funds
Hedge funds
Hedge funds

$

§_179.313,263

Lock-up Redemption Redemption
Fair value period frequency notice period
4,440,292 None Daily 1 day
78,083,879 3-9 months Quarterly 30 - 90 days
16,079,810 6-12 months Triannually 45 - 120 days
12,358,726 9 months Biannually 65 days
57,815,371 3-9 months Annually 60 — 90 days
10,535,175 in liquidation

Reed College holds investments in private equity limited partnerships where NAV is used as a
practical expedient to measure fair value at June 30, 2011. These partnerships do not allow for
periodic redemptions, but rather liquidate upon the termination date as stated in the partnership
agreement. At June 30, 2011, $127,854,961 of private equity limited partnerships and had
termination dates that ranged from 2011 to 2017.

27
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THE REED INSTITUTE
Notes to Financial Statements
June 30, 2011 and 2010

(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:

2011 2010
Dividends and interest $ 587,672 690,862
Beneficiary payments (1,244,982) (1,395,758)
Investment fees (194,306) (179,088)
Net realized (loss) gain 186,808 (136,321)
Net unrealized gain 4,167,715 4,604,257
Total change in value $ 3,502,907 3,583,952

(14) Fund-Raising Expense

Reed College expended $2,786,570 and $2,536,021 for the years ended June 30, 2011 and 2010,
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 evaluated subsequent events after the balance sheet date of June 30, 2011 through
October 25, 2011, which was the date the financial statements were issued.
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