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Report of Independent Auditors

To the President and Trustees of Bates College

In our opinion, the accompanying statements of financial position and the related statements of activities
and cash flows present fairly, in all material respects, the financial position of Bates College (the
"College") as of June 30, 2012 and 2011, 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
is to express an opinion on these financial statements based on our audits. We conducted our audits of
these statements in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. 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, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In accordance with Government Auditing Standards, we have also issued our report dated
October 26,
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters for the year ended June 30, 2012. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, and is not a required part of the financial
statements. The information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
Schedule of Expenditures of Federal Awards has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the financial
statements or the financial statements themselves and other additional procedures, in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the Schedule of
Expenditures of Federal Awards is fairly stated, in all material respects, in relation to the financial
statements taken as a whole.

October 26, 2012
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Federal Pass-Through

CFDA Entity Federal

Federal Grantor/Pass-Through Grantor/Program or Cluster Title Number Identification Number Expenditure

Student Financial Aid Cluster

US Department of Education

Federal Supplemental Educational Opportunity Grants 84.007 279,922$

Federal Work-Study Program 84.033 218,141

Federal Pell Grant Program 84.063 961,081

Total Student Financial Aid Cluster 1,459,144

Research and Development and Research Training Cluster

National Science Foundation

Mathematical and Physical Sciences 47.049 256,943

Mathematical and Physical Sciences -

Association of Women in Mathematics 47.049 DMS-1134898 923

Biological Sciences 47.074 6,954

Education and Human Resources 47.076 71,667

Education and Human Resources - Bow doin College 47.076 DUE-1140562 1,400

Polar Programs 47.078 271,657

Polar Programs - Hampshire College 47.078 ARC-0649006 10,580

Geosciences 47.050 100,188

Experimental Program to Stimulate Competitive Research -

University of Maine 47.081 EPS-0904155 46,600

ARRA-Trans-NSF Research Support 47.082 167,329

Total National Science Foundation 934,241

Department of Health and Human Services

Biomedical Research and Research Training 93.859 35,887

National Center for Research Resources-Mount Desert Island

Biological Lab 93.389 5 P20 RR016463-10 6,345

National Center for Research Resources-Mount Desert Island

Biological Lab 93.389 5 P20 RR016463-11 302,975

National Center for Research Resources-Mount Desert Island

Biological Lab 93.389 5 P20 RR016463-12 27,278

Lung Disease Research 93.838 37,227

ARRA-Trans-NIH Research Support 93.701 140,780

Total Department of Health and Human Services 550,492

Department of the Interior

National Cooperative Geological Mapping Program 15.810 8,995

National Park Service/Natural Resource Stew ardship 15.944 25,583

Total Department of the Interior 34,578

Department of Defense

Air Force Defense Research Sciences Program 12.800 112,375

Department of Energy

Office of Science Financial Assistance Programs-

University of Maine 81.049 DE-FG02-07ER46373 Mod. 6 22,797

Total Research and Development and Research Training Cluster 1,654,483

Other Programs

Corporation for National and Community Service

Program Development and Innovation Grants - Elon University 94.007 MLK 500

Volunteers in Service to America-University of New Hampshire 94.013 GH 06VSANH002 33,871

Total Corporation for National and Community Service 34,371

Department of Education

College Access Challenge Grant - Finance Authority of Maine 84.378A P378A100030 9,985

National Endow ment for the Arts

Promotion of the Arts - Grants to Organizations and Individuals 45.024 30,000

Total Other Programs 74,356

Total Expenditures of Federal Aw ards 3,187,983$
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1. Summary of Significant Accounting Policies

Basis of Presentation
The accompanying Schedule of Expenditures of Federal Awards (the Schedule ) has been
prepared using the accrual basis of accounting and in accordance with OMB Circular A-133, Audits
of States, Local Governments, and Nonprofit Organizations. The purpose of the Schedule is to
provide a summary of those activities of Bates College (the College ) for the year ended
June 30, 2012, which have been financed by the U.S. Government. For purposes of the Schedule,
federal awards include all federal assistance entered into directly between the federal government
and the College, and federal funds awarded to the College by a prime recipient. As the Schedule
presents only a selected portion of the activities of the College, it is not intended to, and does not
present the financial position, changes in net assets or cash flows of the College.

Expenditures consist of direct costs which are recognized as incurred using the accrual method of
accounting and the cost accounting principles contained in the U.S. Office of Management and
Budget (OMB) Circular A-21, Cost Principles for Educational Institutions. Under those cost
principles, certain types of expenditures are not allowable or are limited as to reimbursement.
Expenditures also include facilities and administrative costs. For the year ended June 30, 2012,
the College has a predetermined facilities and administrative cost rate of 40% for on-campus
locations based on modified total direct costs.

2. Federal Perkins Loan Program

The following sets forth certain activities in the Federal Perkins Loan Program (CFDA #84.038) for
the year ended June 30, 2012:

Perkins Loans receivable at June 30, 2012 6,461,448$

New Perkins Loans processed in fiscal year 2012 805,179$

Perkins loans cancelled (CFDA #84.037) for recipients who entered certain fields of public service
was $27,506 for the year ended June 30, 2012. The College recovered an administrative cost
allowance of $73,272 from the Federal Perkins Loan Program for the year ended June 30, 2012.

3. Federal Direct Student Loan Program

During the fiscal year ended June 30, 2012, the College processed the following amount of new
loans under the Federal Direct Student Loan Program (CFDA #84.268):

Amount

Authorized

Federal Stafford Loans

Subsidized 1,047,031$

Unsubsidized 1,007,933

Federal Loans for Undergraduate Students 2,628,434

Total Federal Direct Student Loan Program 4,683,398$
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4. Subrecipients

Certain federal funds are provided to subrecipient organizations by the College. The following
expenditures incurred by these subrecipients are reimbursed by the College and included on the
Schedule for the year ended June 30, 2012.

Program Title CFDA # Amount

Research and Development Cluster

National Science Foundation - Geosciences 47.050 30,455$

National Science Foundation - Education and Human Resources 47.076 248

National Science Foundation - Polar Programs 47.078 62,186

Department of the Interior - Natural Resource Stewardship 15.944 21,773

114,662$
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Report of Independent Auditors on Internal Control over Financial Reporting and on

Compliance and Other Matters Based on an Audit of Financial Statements Performed in

Accordance with Government Auditing Standards

To the President and Trustees of Bates College

We have audited the financial statements of Bates College (the "College") as of and for the year ended
June 30, 2012, and have issued our report thereon dated October 26, 2012. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control Over Financial Reporting

as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the College's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
College's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity's financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting 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
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

Compliance and Other Matters

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.



22

We noted certain matters that we reported to management of the College in a separate letter dated
October 26, 2012.

and federal awarding agencies and pass-through entities, and is not intended to be and should not be
used by anyone other than these specified parties.

October 26, 2012
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Report of Independent Auditors on Compliance with Requirements

That Could Have a Direct and Material Effect on Each Major Program and on Internal Control Over

Compliance in Accordance with OMB Circular A-133

To the President and Trustees of Bates College

Compliance

We have audited the compliance of Bates College (the "College") with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and
material effect on each of its major federal programs for the year ended June 30, 2012.
major federal programs are identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each

lections and due diligence
compliance requirements specified by the Federal Perkins Loan Program ("Perkins Loan") and described
in the OMB Circular A-133 Compliance Supplement. Compliance with these requirements was audited by
other auditors whose report thereon has been furnished to us, and our opinion expressed herein, insofar

auditors.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the

ming such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the College complied, in all material respects, with the 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,
2012.
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Internal Control over Compliance

Management of the College 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
compliance with the requirements that could have a direct and material effect on a major federal program
in order 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 College's internal control over
compliance.

We did not consider internal control over compliance with the the billing and certain of the collections and
due diligence compliance requirements specified by the Federal Perkins Loan Program ( )
and described in the OMB Circular A-133 Compliance Supplement. Internal control over these
compliance requirements was considered by the other auditors referred to above; and our report, insofar

rol over those compliance requirements, is based solely upon the
report of the other auditors.

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.

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. Also, the report of the other auditors did not
identify any deficiencies in internal control over compliance that they consider to be material weaknesses,
as defined above.

This report is intended solely for the information and use of the College's Audit Committee, management,
and federal awarding agencies and pass-through entities, and is not intended to be and should not be
used by anyone other than these specified parties.

November 14, 2012
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I. Summary of Auditor s Results

Financial Statements
Type of auditor s report issued: Unqualified

Internal control over financial reporting
Material weakness(es) identified? yes X no
Significant deficiency(ies) identified
not considered to be
material weaknesses? yes X none reported

Noncompliance material to financial statements noted yes X no

Federal Awards
Internal control over major programs

Material weakness(es) identified? yes X no
Significant deficiency(ies) identified
not considered to be
material weaknesses? yes X none reported

Type of auditor s report issued on compliance
for major programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with Circular A-133,
Section 510(a)? yes X no

Identification of major programs Name of Federal Program or
CFDA Number Cluster

Various Student Financial Aid Cluster

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

Auditee qualified as low-risk auditee X yes no

II. Financial Statement Findings

No matters were reported.
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III. Part A - Federal Award Findings and Questioned Costs

None noted
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11-1 - Written Arrangements with Other Institutions

Student Financial Aid Cluster

CFR section 668.5 requires that institutions obtain a formal written agreement with other institutions,
consortiums, or organizations where its students complete part of their educational program. The College
had arrangements in place with 37 other educational institutions that allowed students to complete part of
their educational curriculum, at which there were 85 students who received federal financial aid. The
College maintained communication with the other institutions throughout the student exchange process,
assumed all responsibility for maintaining and reporting student enrollment, and awarded and disbursed
federal financial aid, however, the College did not obtain formal written agreements as required.

Status

Representatives from the offices of Off-Campus Study and Student Financial Services developed a multi-
year agreement that clearly articulates the individual responsibilities that home and host institutions each
have with respect to enrollment reporting, federal financial aid awarding, and aid disbursement. The
College has executed agreements with each program for which College students are currently enrolled as
visiting, non-degree students. Agreements are executed by the Director of Student Financial Services
and the appropriate representative of the host institution and are maintained within the Off-Campus Study
Office.


