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(c) Measure of Operations 
Reed College’s increase from operations includes all operating revenues and expenses that are an 
integral part of its programs and supporting activities, net assets released from donor restriction to 
support operating expenditures, and transfers from board-designated and other nonoperating funds to 
support current operating activities. The measure of operations excludes investment return in excess of 
amounts made available for current use, as well as infrequent items. 

(d) Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally accepted in 
the United States of America requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date 
of the financial statements and the reported amounts of revenues and expenses during the reporting 
period. Actual results could differ from those estimates. 

(e) Revenue Recognition 
Tuition and fees – Reed College’s operating revenue is primarily derived from academic programs 
provided to undergraduate students. The College bills tuition and fees in advance of each academic 
term and recognizes the revenue on a straight-line basis over the academic term as the educational 
services are performed. Tuition and fees are not considered separate performance obligations. 
Students are typically entitled to a partial refund through approximately the first half of an academic 
term. The College provides financial assistance in the form of scholarships or grants based on the 
recipients’ demonstrated need. The financial assistance is reflected as a reduction of tuition and fees 
revenues and represents the difference between the stated charge for tuition and fees and the amount 
that is billed to the student. 

Academic terms are determined by regulatory requirements mandated by the federal government 
and/or applicable accrediting body. The College’s academic terms consist of fall and spring. The 
academic terms have start and end dates that fall within the College’s fiscal year. 

Students pay tuition and fees (net of scholarships) through a variety of funding sources, including, 
among others, federal loan and grant programs, state grant programs, institutional payment plans, 
private and institutional scholarships and borrowings, and cash payments. 

Auxiliary enterprises – Auxiliary enterprises consist primarily of fees for room and dining services 
(board) during the student’s education. Reed College considers room fees and dining services to have 
separate performance obligations. 

Room fees are charged at different rates for dormitories and apartments. Room fees are billed in 
advance of each academic term and recognized as revenue on a straight-line basis over the period 
housing is provided. While the College believes the residential experience is an integral part of a 
student’s education, it is believed to be a distinct performance obligation from the academic services. 

Dining service fees are charged at different rates depending on the meal plan selected for the term of 
the agreement. Dining services are billed in advance of each academic term and are recognized as 
revenue ratably over the period during which the dining services are offered. 





THE REED INSTITUTE 
Notes to Financial Statements 

June 30, 2024 and 2023 

 10 (Continued) 

have been recorded as contribution revenue in the year established. These donations are either 
restricted on the basis of time, donor-imposed stipulations, or in perpetuity based on the intent of the 
donor. 

The College maintains separate reserve funds adequate to meet future payments under its charitable 
gift annuity contracts, as required by governing states’ laws. The total held in separate reserve funds 
was $6,524,837 and $5,614,283 as of June 30, 2024 and 2023, respectively. The amount included to 
meet future payments under gift annuity contracts in liability for split-interest agreements was 
$2,416,027 and $2,175,551 as of June 30, 2024 and 2023, respectively. 

(h) 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 conditions 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 fundraising 
activity. Contributions are generally receivable within five years of the date the commitment was made 
and are 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. 

(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 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(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 and certain excise 
tax programs on investment income. Management believes that unrelated business income tax, if any, 
is immaterial, and therefore, no tax provision has been made. The College accounts for income taxes 
in accordance with FASB ASC Subtopic 740-10, Income Taxes – Overall, 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. 
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