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Independent Accountants' Report 

Board of Trustees 
Kalamazoo College 
Kalamazoo, Michigan 

We have audited the accompanying statements of financial position of Kalamazoo College (College) 
as of June 30,2008 and 2007, and the related statements of activities and cash flows for the years then 
ended. These financial statements are the responsibility of the College's management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe 
that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Kalamazoo College as of June 30,2008 and 2007, and the changes in its net 
assets and its cash flows for the years then ended in conformity with accounting principles generally 
accepted in the United States of America. 

Our audits were conducted for the purpose of forming an opinion on the basic financial statements 
taken as a whole. The accompanying supplementary information is presented for purposes of 
additional analysis and is not a required part of the basic financial statements. Such information has 
been subjected to the auditing procedures applied in the audits 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. 

September 16,2008 

200 E. Main S!met, Suii  700 Foil Wayne, IN 46802-1900 260 4KklCOO Fax 260 4282235 
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GLOBAL ALLIANCE OF 
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Kalarnazoo College 
Statements of Financial Position 

June 30,2008 and 2007 

Assets 

Cash and cash equivalents 

Accounts receivable, net of allowance; 2008 - $22,300, 
2007 - $21,100 

hventories 

Prepaid expenses and other assets 
Contributions receivable, net of allowance; 2008 - 

$369,935,2007 - $146,515 

Investments 

Loans receivable, net of allowance; 2008 - $197,700, 
2007 - $166,900 

Property and equipment, net 

Total assets 

Liabilities and Net Assets 

Liabilities 
Accounts payable 

Accrued expenses 

Deferred revenue 

Deposits and other liabilities 

Debt 

Annuities and trusts payable 

Advances from government for student loans 

Postretirement benefit liability 

Total liabilities 

Net Assets 
Unrestricted 

Temporarily restricted 

Permanently restricted 

Total net assets 

Total liabilities and net assets 

See Notes to Financial Statements 



Kalamazoo College 
Statements of Activities 

Years Ended June 30,2008 and 2007 

Temporarily Permanently 
Restricted Restricted Total Unrestricted 

Revenue, Gains and Other Support 
Educational and general 

Student tuition and fees 
Less financial aid 

Net student tuition and fees 
Gifts and private grants 
Funds held in trust by others 
Investment return designated for 

operations 
Other income 

Total educational and general 
revenue 

Auxiliary enterprises 
Net assets released from restrictions 

Total revenue, gains and other 
support 

Expenses 
Educational and general 

Instruction and research 
Public service 
Academic support 
Operations and maintenance of 

plant 
Student services 
Institutional support 
Depreciation 
Debt service interest 

Total educational and general 
expenses 

Auxiliary enterprises 
Administrative and other expenses 

Total expenses 

Change in Net Assets Before Investment 
Return Less Amounts Designated for 
Operations 
Investment return less amounts 

designated for operations 

Change in Net Assets 

Net Assets, Beginning of Year 

Net Assets, End of Year 

See Notes to Financial Statements 



2007 
Temporarily Permanently 

Unrestricted Restricted Restricted Total 



Kalamazoo College 
Statements of Cash Flows 

Years Ended June 30,2008 and 2007 

Operating Activities 
Change in net assets 
Items not requiring (providing) operating activities cash flows 

Net realized and unrealized (gains) losses on investments 
Depreciation 
Contributions and investment income received restricted for 

long-term investment 
Contributions and investment income received restricted for 

acquisition of long-lived assets 
Changes in 

Accounts, loans and contributions receivable 
Inventories 
Prepaid expenses and other assets 
Accounts payable and accrued expenses 
Annuities and trusts payable 
Increase in advances £rom government for student loans 
Deposits and other liabilities 
Postretirement benefit liability 

Net cash used in operating activities (2,359,956) (1.023,440) 

Investing Activities 
Purchase of property and equipment (12,437,249) (2,128,724) 
Lnvestment activity, net 6,054,871 3,940,5 13 

Net cash provided by (used in) investing activities (6,382,378) 1.81 1,789 

Financing Activities 
Contributions and investment income received restricted for long- 

term investment 89 1,468 1,882,03 1 
Contributions and investment income received restricted for 

acquisition of long-lived assets 468,152 503,108 
Proceeds from issuance of debt 7,4 10,000 - 
Principal payments on debt (765,000) (725,000) 

Net cash provided by financing activities 8,004,620 1,660,139 

Increase (Decrease) in Cash and Cash Equivalents (737,714) 2,448,488 

Cash and Cash Equivalents, Beginning of Year 1 1.537,075 9,088,587 

Cash and Cash Equivalents, End of Year $ 10,799,361 $ 11.537?075 

Supplemental Cash Flows Information 
Interest paid 
Capital assets in accounts payable 

See Notes to Financial Statements 



Kalamazoo College 
Notes to Financial Statements 

June 30,2008 and 2007 

Note 1 : Nature of Operations and Summary of Significant Accounting Policies 

Nature of Operations 

Kalamazoo College (College) is a private tax-exempt, nonprofit educational institution located in 
Kalamazoo, Michigan. The College was founded in 1833 and is an institute of higher education 
which offers undergraduate programs designed to meet the needs of the student body. The 
College's primary sources of revenue are from tuition and auxiliary services from students and 
gifts and private grants. 

The mission of Kalamazoo College is to prepare its graduates to better understand, live 
successfully within and provide enlightened leadership to a richly diverse and increasingly 
complex world. As a highly selective and nationally distinctive four-year college of arts and 
sciences, Kalamazoo College has developed a tradition of excellence in the fulfillment of this 
mission. 

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 revenue, expenses 
gains, losses and other changes in net assets during the reporting period. Actual results could differ 
from those estimates. 

Cash and Cash Equivalents 

The College considers all liquid investments with original maturities of three months or less to be 
cash equivalents. At June 30, 2008 and 2007, cash equivalents consisted primarily of money 
market funds and certificates of deposit. Cash equivalents related to uninvested cash are 
considered part of investments in the accompanying financial statements. 

At June 30, 2008, the College's cash accounts exceeded federally insured limits by approximately 
$400,000. 

Investments and Investment Return 

Investments in equity securities having a readily determinable fair value and in all debt securities 
are carried at fair value. Other investments are valued at estimated fair value. The following 
methods and assumptions were used by the College in estimating fair value for other investments: 

Investments in private equity or limited partnerships are recorded at estimated fair value based 
on the College's capital balance in each partnership, which is calculated by the general partner 
of each limited partnership. Approximately $7,800,000 and $5,500,000, or 5.0% and 3.2%, at 
June 30,2008 and 2007, respectively, of the College's long-term investments is invested in 
private equity, with a commitment of up to $1 2,500,000 and $1 1,000,000, or approximately 
7.3% and 5.8%, at June 30, 2008 and 2007, respectively, of the total endowment. 

Beginning in the year ended June 30,2005, the College invested in various types of hedge 
funds, including those employing long/short equity, long/short sector specific and absolute 



Kalamazoo College 
Notes to Financial Statements 

June 30,2008 and 2007 

return strategies. Hedge funds are recorded at estimated fair value based on information 
provided by the fund manager and generally represents the College's estimated capital balance 
in each fund. Approximately $23,900,000 and $16,100,000, or 13.9% and 8.5%, was invested 
in these types of funds at June 30, 2008 and 2007, respectively. 

Investment return includes dividend, interest and other investment income; and realized and 
unrealized gains and losses on investments carried at fair value. 

Investment return that is initially restricted by donor stipulation and for which the restriction will 
be satisfied in the same year is included in unrestricted net assets. Other investment return is 
reflected in the statements of activities as unrestricted, temporarily restricted or permanently 
restricted based upon the existence and nature of any donor or legally imposed restrictions. 

The College maintains pooled investment accounts for its endowments. Investment income and 
realized and unrealized gains and losses from securities in the pooled investment accounts are 
allocated quarterly to the individual endowments based on the relationship of the fair value of the 
interest of each endowment to the total fair value of the pooled investments accounts, as adjusted 
for additions to or deductions from those accounts. 

The Board of Trustees designates only a portion of the College's cumulative investment return of 
the endowment fund for support of current operations. The remainder is retained to support 
operations of future years and to offset potential market declines. The payout amount computed 
under the endowment spending policy of the investment pool is used to support current operations. 

Fair Value of Financial Instruments 

The carrying amount is a reasonable estimate of the fair value for all financial assets and liabilities. 

The following methods were used to estimate the fair value of financial instruments. The fair 
values of certain of these instruments were calculated by discounting expected cash flows, which 
method involves significant judgments by management and uncertainties. 

Investments 

Fair value is based on quoted market prices, if available. If a quoted market price is not available, 
fair value is estimated using quoted market prices for similar securities or information obtained 
from general partners or fund managers. Investments in rental properties are excluded from the 
disclosure because they are not financial instruments. 

Contributions Receivable 

Fair value is estimated by discounting the expected future cash flows using the risk-free rate of 
return at the time of contribution. 

Notes Receivable 

Fair value is estimated by discounting the future cash flows using the rates at which similar notes 
would be written for the same remaining maturities. 



Kalamazoo College 
Notes to Financial Statements 

June 30,2008 and 2007 

Interest in Assets Held in Charitable Remainder Trusts and Charitable Gifr Annuities 

Fair value is estimated by discounting the expected future cash flows. 

Debt 

Fair value is estimated based on the borrowing rates available to the College for debt with similar 
terms and maturities. 

Annuities and Trusts Payable 

Fair values of the annuity and trust obligations are based on an actuarial evaluation of the estimated 
annuity or other payment under such obligations. 

Accounts and Loans Receivable 

Accounts receivable are stated at the amount billed to the students less applied scholarships and 
loan proceeds. The College provides an allowance for doubtful accounts, which is based upon a 
review of outstanding receivables, historical collection information and existing economic 
conditions. Tuition is generally due at the beginning of the semester unless the student has signed 
a payment plan. Accounts that are unpaid after the due date bear interest at 1% per month. 
Accounts past due more than 120 days are considered delinquent. Delinquent loans are written off 
based on individual credit evaluation and specific circumstances of the student. 

Loans receivable consist of amounts due under the Federal Perkins Loan Program and institutional 
loan programs and are stated at their outstanding principal amount, net of an allowance for doubtful 
notes. Loans are made to students based on demonstrated financial need and satisfaction of federal 
eligibility and institutional requirements. Principal and interest payments on loans generally do not 
commence until after the borrower graduates or otherwise ceases enrollment. The College 
provides an allowance for doubtful notes, which is based upon a review of outstanding loans, 
historical collection information and existing economic conditions. Loans that are delinquent 
continue to accrue interest. Loans that are past due for at least one payment are considered 
delinquent. Delinquent loans are written off based on individual credit evaluation and specific 
circumstances of the student. The amount of loans delinquent greater than 90 days and accruing 
interest was approximately $448,000 and $341,000 at June 30, 2008 and 2007, respectively. 

Property and Equipment 

Property and equipment are recorded at cost and depreciated on a straight-line basis over the 
estimated useful life of each asset. 

The College capitalizes interest costs as a component of construction in progress, based on interest 
costs of borrowing specifically for the project, net of interest earned on investments acquired with 
the proceeds of the borrowing. Total interest capitalized was: 

Total interest expense incurred on borrowings for project $ 277,456 
Interest income from investment of proceeds of 

borrowings for project (49.82 1 ) 

Net interest cost capitalized $ 227.635 



Kalamazoo College 
Notes to Financial Statements 

June 30,2008 and 2007 

Interest capitalized 
Interest charged to expense 

Total interest incurred 

Unrestricted, Temporarily and Permanently Restricted Net Assets 

To ensure compliance with restrictions placed on the resources available to the College, accounts 
are maintained in accordance with the principles of fund accounting. This is the procedure by 
which resources are classified for accounting and reporting into funds established according to their 
nature and purposes. In the financial statements, funds that have similar characteristics have been 
combined into the net asset categories of unrestricted, temporarily restricted and permanently 
restricted in accordance with the requirements of Statement of Financial Accounting Standards 
(SFAS) No. 1 1 7, Financial Statements of Not-for-Pro$t Organizations. 

Unrestricted Net Assets - Are either not restricted by donors or the donor-imposed restrictions 
have expired. 

Temporarily Restricted Net Assets - Contain donor-imposed restrictions that permit the College 
to use or expend the assets only as specified by the donor. The restrictions are satisfied either 
by the passage of time or by actions of the College. These assets are generally available for 
future scholarships or to support the College's educational programs. 

Permanently Restricted Net Assets - Contain donor-imposed restrictions which stipulate that 
resources be maintained in perpetuity, but permit the College to use or expend part or all of the 
income derived from the donated assets for specified or unspecified purposes. Generally, the 
income from these donated assets is available for scholarships or to support the College's 
educational programs. 

Contributions 

Gifts of cash and other assets received without donor stipulations are reported as unrestricted 
revenue and net assets. Gifts received with a donor stipulation that limits their use are reported as 
temporarily or permanently restricted revenue and net assets. When a donor stipulated time 
restriction ends or purpose restriction is accomplished, temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statement of activities as net assets 
released from restrictions. Gifts and investment income that are originally restricted by the donor 
and for which the restriction is met in the same time period are recorded as temporarily restricted 
and then released from restriction. 

Gifts of land, buildings, equipment and other long-lived assets are reported as unrestricted revenue 
and net assets unless explicit donor stipulations specify how such assets must be used, in which 
case the gifts are reported as temporarily or permanently restricted revenue and net assets. Absent 
explicit donor stipulations for the time long-lived assets must be held, expirations of restrictions 
resulting in reclassification of temporarily restricted net assets as unrestricted net assets are 
reported when the long-lived assets are placed in service. 



Kalamazoo College 
Notes to Financial Statements 

June 30,2008 and 2007 

Unconditional gifts expected to be collected within one year are reported at their net realizable 
value. Unconditional gifts expected to be collected in future years are reported at the present value 
of estimated future cash flows. The resulting discount is amortized using the level-yield method 
and is reported as contribution revenue. 

Inventory Pricing 

Lnventories consist of books and supplies and are stated at the lower of cost or market. Cost is 
determined using the first-in, first-out (FIFO) method. 

Deferred Revenue 

Income from tuition and other revenue is deferred and recognized over the periods to which the 
tuition and other revenue relate. 

Government Grants 

Support funded by grants is recognized as the College performs the contracted services or incurs 
outlays eligible for reimbursement under the grant agreements. Grant activities and outlays are 
subject to audit and acceptance by the granting agency and, as a result of such audit, adjustments 
could be required. 

Income Taxes 

The College is exempt from income taxes under Section 501 (c)(3) of the Internal Revenue Code 
and a similar provision of state law. However, the College is subject to federal income tax on any 
unrelated business taxable income. 

Functional Allocation of Expenses 

The costs of supporting the various programs and other activities have been summarized on a 
functional basis in the notes to the financial statements. Certain costs have been allocated among 
the program services, institutional support and fund raising categories based on time and effort. 

Note 2: Investments and Investment Return 

Investments at June 30 consisted of the following: 

Cash and cash equivalents 
Equity securities 
Corporate debt securities 
Mutual funds 



Kalamazoo College 
Notes to Financial Statements 

June 30,2008 and 2007 

Private equity $ 7,801,881 $ 5,519,786 
Hedge funds 23,909,573 16,069,725 
Rental properties 2,22 1,146 2,220,289 
Assets held in charitable remainder trusts and charitable 

gift annuities 16,398,883 18,023,948 

Under the College's endowment spending policy, 5.00% of a 12-quarter moving average of fair 
market value of the endowment fund is appropriated to support current operations. In addition, the 
Board of Trustees has authorized specific additional expenses that may be drawn from endowment 
that resulted in a total spending rate of 5.60% and 5.38% for fiscal 2008 and 2007, respectively. 

The following schedule summarizes the investment return and its classification in the statements of 
activities: 

Dividends, interest, rent (less investment expenses of 
$674,577 in 2008 and $804,253 in 2007) $ 3,897,961 $ 4,181,506 

Net realized and unrealized gains (losses) (1 2,077,9 1 8) 24,3 84.7 1 1 

Total return on investments (8,179,957) 28,566,2 17 
Investment return designated for current operations 8,348,130 7,991,014 

Lnvestment return not designated for current operations $ (1 6,528.087) $ 20,575,203 

Note 3: Contributions Receivable 

Contributions receivable at June 30 consisted of the following: 

2008 2007 

Expected to be collected in 
Less than one year 
One to five years 

Less unamortized discount 

Less allowance for uncollectible pledges 



Kalamazoo College 
Notes to Financial Statements 

June 30,2008 and 2007 

Discount rates ranged from 1.7% to 5.2% for the years ended June 30, 2008 and 2007. 

The College has received verbal and other informal indications that certain potential donors intend 
to remember the College in their wills or through future donations. However, the College has 
insufficient verifiable evidence to quantify the amount and timing of such potential donations. 
Therefore, no contributions receivable have been recorded for these potential donations or are 
estimable in order to be disclosed. It is the College's policy to record donors' promises to 
contribute when formal written or other verifiable documentation is received and when the amount 
is estimable. 

Note 4: Property and Equipment 

Property and equipment at June 30 consisted of the following: 

Land 
Real estate held for expansion 
Stadiums and athletic fields 
Buildings 
Furniture, fixtures and equipment 
Automobiles and trucks 
Construction in progress 

Less accumulated depreciation 

Note 5: Debt 

Debt at June 30 consisted of the following: 

Michigan Higher Education Facilities Authority Limited 
Obligation Revenue Bonds (Kalamazoo College 
Project), Series 2007 (A) $ 7,410,000 $ - 

Michigan Higher Education Facilities Authority Limited 
Obligation Revenue Bonds (Kalamazoo College 
Project), Series 2003 (B) 12,940,000 $ 12,940,000 

Michigan Higher Education Facilities Authority Limited 
Obligation Revenue Bonds (Kalamazoo College 
Project), Series 2000 (C) 4,125.000 4,890,000 
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Notes to Financial Statements 

June 30,2008 and 2007 

(A) The Michigan Higher Education Facilities Authority (MHEFA) Limited Obligation Revenue 
Bonds (Kalamazoo College Project), Series 2007, totaling $7,4 10,000, were issued pursuant to 
an agreement dated September 28,2007. The bond proceeds were used to renovate and expand 
the Hicks Student Center, acquire an enterprise resource system and renovate Hoben Residence 
Hall. The bonds are an unsecured general obligation of the College. The bonds mature on 
December 1,2036, and require annual principal payments ranging from $0 in 2008 through 
2023 to $755,000 in 2036, with annual interest at varying rates from 4.50% to 5.00%. 

(B) The MHEFA Limited Obligation Revenue Bonds (Kalamazoo College Project), Series 2003, 
totaling $12,940,000, were issued pursuant to an agreement dated August 14,2003. The bond 
proceeds were used to renovate and expand the Upjohn Library and were also used to 
advancelrefund the outstanding bonds of the MHEFA $4,400,000 Limited Obligation Revenue 
Bonds (Kalamazoo College Project), Series 1997. The bonds are an unsecured general 
obligation of the College. The bonds mature on December 1,2023, and require annual 
principal payments ranging from $0 in 2006 through 2009 to $1,505,000 in 2023, with annual 
interest at varying rates from 4.10% to 5.50%. 

(C) The MHEFA Limited Obligation Revenue Bonds (Kalamazoo College Pro-iect), Series 2000, 
were issued pursuant to an agreement dated November 2000. The funds were used to renovate 
the College's fine arts building and to refund the College's 1994 bond issue. The bonds are an 
unsecured general obligation of the College. The bonds mature on December 1,201 5, and 
require annual principal payments ranging from $365,000 to $840,000, with annual interest at 
varying rates ranging from 4.90% to 5.25%. 

Management estimates that the fair value of the bonds at June 30, 2008 and 2007, approximates 
their carrying value. 

Aggregate annual maturities of debt at June 30, 2008, are: 

2009 
2010 
201 1 
20 12 
20 13 
Thereafter 

Note 6: Annuities and Trusts Payable 

The College has been the recipient of several gift annuities which require future payments to the 
donor or their named beneficiaries. The assets received from the donor are recorded at fair value. 
The College has recorded a liability at June 30,2008 and 2007, of $3,5 12,O 16 and $4,455,302, 
respectively, which represents the present value of the future annuity obligations. The liability has 
been determined using a discount rate of 3.8%. 
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The College administers various charitable remainder trusts. A charitable remainder trust provides 
for the payment of distributions to the grantor or other designated beneficiaries over the trust's term 
(usually the designated beneficiary's lifetime). At the end of the trust's term, the remaining assets 
are available for the College's use. The portion of the trust attributable to the future interest of the 
College is recorded in the statements of activities as temporarily restricted contributions in the 
period the trust is established. Assets held in the charitable remainder trusts are recorded at fair 
value in the College's statements of financial position. On an annual basis, the College revalues 
the liability to make distributions to the designated beneficiaries based on actuarial assumptions. 
The present value of the estimated future payments is calculated using a discount rate of 3.8% and 
applicable mortality tables. 

Note 7: Net Assets 

Temporarily Restricted Net Assets 

Temporarily restricted net assets at June 30 are available for the following purposes or periods: 

2008 2007 

Funds restricted for specific purposes $ 8,168,433 $ 3,186,061 
Unexpended property and equipment fund 1,774,274 3,818,650 

Permanently Restricted Net Assets 

Permanently restricted net assets at June 30 are restricted to: 

2008 2007 

Investment in perpetuity, the income of which is 
expendable to support scholarships and operations $ 73,043,379 $ 71,691,130 

Annuity, life income and charitable remainder and 
perpetual trusts 4,8 10,275 5,271,056 
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Net Assets Released from Restrictions 

Net assets were released from donor restrictions by incurring expenses satisfying the restricted 
purposes or by occurrence of other events specified by donors. 

2008 2007 

Purpose restrictions accomplished 
Educational program expenses 
Expended property and equipment 

Total releases from restriction 

Note 8: Postretirement and Other Retirement Obligations 

The College contributes to defined-contribution retirement plans administered by the Teachers 
Lnsurance and Annuity Association and others for the benefit of eligible academic, administrative 
and support employees. The plans cover substantially all employees. The College is required to 
contribute 5% to the plans based on participants' annual income. In addition, the College matches 
from 1 % to 5% of participant contributions to the plans. Contributions expense to these plans were 
$1,322,771 and $1,298,752 for years ended June 30,2008 and 2007, respectively. 

The College provides noncontributory defined health care benefits to retirees whose age and 
service total 70 at their retirement dates, with a minimum retirement age of 55 and minimum of ten 
years of service. Effective October 1, 2001, new faculty and staff hired after that date are not 
eligible for the defined health care benefits. The College utilizes the immediate recognition 
method for liability gains and losses, and the plan is unfunded. The College pays claims as they 
are incurred. 

The College uses a June 30 measurement date for the postretirement health care plan. The 
following table summarizes the liability recognized in the statements of financial position and 
changes in such amounts relating to obligations of the plan: 

Accumulated benefit obligation at beginning of year $ 12,881,282 $ 12,392,366 
Service cost 309,712 33 1,668 
Interest cost 950,330 921,870 
Actuarial and experience gains (3 83,760) (287,322) 
Benefit payments (494,708) (477,3 00) 

Accumulated benefit obligation at end of year $ 13,262$856 $ 12.881.282 
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The following table represents the postretirement benefit expense recognized in the statements of 
activities: 

Service cost 
Interest cost 

Actuarial and experience gains 

Total postretirement benefit expense $ 876,282 $ 966,2 16 

Components of expense 
Benefit payments $ 494,708 $ 477,300 
Increase in postretirement benefit liability 381,574 488.9 16 

Total postretirement benefit expense $ 876,282 $ 966.2 16 

At June 30, 2008 and 2007, the College used a discount rate of 7.25% in accounting for the 
postretirement benefit obligation. 

For measurement purposes, a 6.36% annual rate of increase in the per capita cost of covered health 
care benefits was assumed for 2008. The rate was assumed to decrease gradually to 5.75% by 
201 1 .  

Assumed health care cost trend rates have a significant effect on the amounts reported for the 
health care plans. A one-percentage-point change in assumed health care cost trend rates would 
have the following effects: 

One-Percentage One-Percentage 
Point Increase Point Decrease 

Increase (decrease) on total of service and interest cost 
components for 2008 $ 204,000 $ (164,000) 

Increase (decrease) on postretirement benefit obligation 
at June 30,2008 1,840,000 (1,5 15,000) 

On May 19,2004, the FASB issued Staff Position No. 106-2, Accounting and Disclosure 
Requirements Related to the Medicare Prescription Drug, Improvement and Modernization Act of 
2003 (FSP 106-2) in response to the Act that was signed into law on December 8,2003. The Act 
introduced a prescription drug benefit under Medicare (Medicare Part D) as well as a federal 
subsidy to sponsors of retiree health care plans that provide a benefit that is at least actuarially 
equivalent to Medicare Part D. Management, working with their advisors, have determined the 
amount of a federal subsidy, if any, related to its plan is immaterial. 
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The following benefit payments, which reflect expected future service, as appropriate, are expected 
to be paid as of June 30,2008: 

Note 9: Functional Expenses 

The College's expenses on a functional basis are as follows: 

2008 
Expenses per 
the Statement Expense Allocated Functional 
of Activities Reconciliation Costs Expenses 

Instruction $ 16,588,027 $ - $ 5,503,657 $ 22,091,684 
Public service 507,63 1 - - 507,63 1 
Academic support 2,881,270 - - 2,88 1,270 
Operations and 

maintenance of 
plant 3,286,3 17 - (3,286,3 17) 0 

Student services 4,603,800 - - 4,603,800 
Auxiliary services 5,889,765 - - 5,889,765 
Financial aid - 17,073,353 - 17,073,353 

Total program 
services 

Depreciation 
Debt service interest 
Institutional support 
Investment fees 
Administrative and 

other expenses 
Fund raising 
Donated services 

Total expenses $ 43.069.996 $ 17,747,930 $ 0 $ 60.817,926 



Kalamazoo College 
Notes to Financial Statements 

June 30,2008 and 2007 

2007 
Expenses per 
the Statement Expense Allocated Functional 
of Activities Reconciliation Costs Expenses 

Instruction $ 15,042,830 $ - $ 5,288,060 $ 20,330,890 
Public service 823,183 - - 823,183 
Academic support 2,982,355 - - 2,982,355 
Operations and 

maintenance of 
plant 3,023,949 - (3,023,949) 0 

Student services 4,153,838 - - 4,153,838 
Auxiliary services 5,686,884 - - 5,686,884 
Financial aid - 16,293,539 - 16.293,539 

Total program 
services 50,270,689 

Depreciation 1,860,157 - (1,860,157) 0 
Debt service interest 924,53 1 - (924,53 1) 0 
Institutional support 4,688,053 - 784,634 5,472,687 
Investment fees - 804,253 (804,253) 0 
Administrative and 

other expenses 1,238,569 - (1,238,569) 0 
Fund raising - - 1,769,587 1,769,587 
Donated services - (9.1 78) 9,178 0 

Total expenses $ 40,424,349 $ 1 7,088,6 14 $ 0 $ 57.512.963 

The College's expenses on a functional basis above include investment expenses of $674,577 and 
$804,253 for the years ended June 30,2008 and 2007, respectively. 

Note 10: Significant Estimates and Concentrations 

Contributions 

Approximately 62% and 36% of all contributions were received from two donors in 2008 and 
2007, respectively. 

Approximately 85% and 65% of contributions receivable were due from four and three donors at 
June 30,2008 and 2007, respectively. 



Kalamazoo College 
Notes to Financial Statements 

June 30,2008 and 2007 

Note 11 : Funds Held in Trust by Others 

The financial statements do not reflect the assets of the F.W. Heyl and Elsie L. Heyl Science 
Scholarship Fund (Heyl Fund), a public foundation administered by an outside fiscal agent. Each 
year, qualifying students are awarded scholarships fiom the Heyl Fund, which are then distributed 
to the College and recognized in its financial statements. These scholarships are determined on a 
discretionary basis each year by designated members of the Heyl Fund. Financial data of the Heyl 
Fund is as follows: 

Market value $ 38,446,977 $ 42361.231 

Heyl Fund distributions to College $ 1,062,651 $ 1,227,968 

In addition, the College is a direct beneficiary of $2,000 of the Heyl Fund's current income. This 
amount is included in unrestricted net assets in the statements of activities. Also, the College is 
eligible to receive student research grant funding. For each of the years ended June 30, 2008 and 
2007, the College received $4,500 of such grants. These amounts are included in gifts and private 
grants in the statements of activities. 
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Kalamazoo College 
Schedule of Selected Temporarily Restricted Programs 

Years Ended June 30,2008 and 2007 

A summary of operating activity for the years ended June 30; 2008 and 2007, of the S. Rudolph Light Trust dated May 28, 1952, 
and the S. Rudolph Light Trust dated June 5, 1958, are as follows: 

Restricted net asset balance at beginning of year 
Income from the S. Rudolph Light Endowment Fund 

1.396.181 1.381.982 
Excess of Foreign Study Program expenditures over student tuition and 

fees, limited to the extent of income from the S. Rudolph Light 
Endowment Fund 
Expenditures 

Salaries and fringes 465,048 447,324 
Student travel 338:434 275,663 
Student tuition, fees, room and board 3,274,719 2,771,336 
Cost allocated from current unrestricted fund 26,600 25,905 
Other expenditures 2 16:685 228,58 1 
Scholarships granted 1.535.001 1.790.923 

Less tuition and fees charged to participating students 

Restricted net asset balance at end of year $ 1,021.844 $ 1102 1,844 

The cost of the trust's units included in the Endowment Fund's (permanently restricted) common investment pool at June 30: 
2008 and 2007, was approximately $2,576,926. The market value of the units totaled $7,578;569 and $8:409:551 at June 30, 
2008 and 2007, respectively. 

Summaries of activity of the Kalamazoo College Endowed Chairs in Asian Studies, Chinese, Classics and Japanese for the years 
ended June 30,2008 and 2007, are as follows: 

Beginning Endowment Ending 
Balance Income Expenditures Balance 

Year Ended June 30,2008 
Chen Asian Studies Chair $ 67,551 $ 65,674 $ (86,682) $ 46,543 
Chinese Chair 9,911 100,499 (95,549) 14,861 
Classics Chair 17,290 206,748 (200,5 1 1) 23,527 
Japanese Chair 252:358 109,867 (1 23,338) 238,887 

Year Ended June 30,2007 
Chen Asian Studies Chair $ 109,979 $ 62,368 $ (104,796) $ 67,55 1 
Chinese Chair (2:686) 96,687 (84:089) 9,912 
Classics Chair 18,678 198,956 (200,344) 17,290 
Japanese Chair 256,862 105,700 (1 10,204) 252;358 

The ending balances at June 30,2008 and 2007, reflect the accumulated unexpended earnings of the trust. 

The market value and cost of the trust's units included in the Endowment Fund's (permanently restricted) common investment 
pool follows: 

- -  - - 

Market Value 
Market Value Cost (Revised) Cost 

Chen Asian Studies Chair $ 1,330,479 $ 757>366 $ 1,475,021 $ 756,116 
Chinese Chair 2,034,629 975,000 2,257,723 975,000 
Classics Chair 4,185,684 2,490:OOO 4,644,639 2,490,000 
Japanese Chair 2:224,302 1,125,000 2;468,194 1:125;000 


