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ILLINOIS INSTITUTE OF TECHNOLOGY
Consolidated Statements of Financial Position
May 31, 2009 and 2008
(In thousands of dollars)

Assets 2009 2008
Cash $ 2,839 2,189
Bond proceeds held by trustees 2,174 6,980
Investments (note 4) 177,424 293,458

Notes and accounts receivable:
Grants and contracts, less allowance of $347 in 2009 and

$105 in 2008 8,945 13,274
Students:
Tuition, less allowance of $654 in 2009 and $205 in 2008 9,882 7,000
Notes, less allowance of $373 in 2009 and 2008 11,352 10,411
Pledges, less allowance of $232 in 2009 and $254 in 2008 (note 5) 14,226 13,015
Other 2,257 2,596
Inventories, prepaid expenses, and deferred charges 2,320 2,312
Physical properties, less accumulated depreciation (note 6) 275,185 268,390
Beneficial interest in perpetual trusts (note 7) 17,213 21,836
Total assets $ 523,817 641,461
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses $ 20,095 20,434
Accrued salaries and wages 17,165 16,902
Deferred revenue 15,531 20,057
Deposits by students and others 2,228 2,407
Accrued postretirement benefit obligation (note 9) 1,661 1,462
Obligation under split-interest agreements 1,308 1,099
Notes and bonds payable (hote 8) 208,740 187,891
Advances from the U.S. Government for student loans 8,094 8,094
Asset retirement obligation 9,243 9,033
Total liabilities 284,065 267,379
Net assets (note 12):
Unrestricted 49,504 184,232
Temporarily restricted 18,855 23,766
Permanently restricted 171,393 166,084
Total net assets 239,752 374,082
Total liabilities and net assets $ 523,817 641,461

See accompanying notes to consolidated financial statements.



ILLINOIS INSTITUTE OF TECHNOLOGY
Consolidated Statement of Activities
Year ended May 31, 2009

(In thousands of dollars)

Temporarily Permanently
Unrestricted restricted restricted Total
Operating revenue:
Tuition and fees, net of scholarships of $52,708 $ 102,456 — — 102,456
Government grants and contracts 39,464 — — 39,464
Private grants and contracts 13,218 — — 13,218
Private gifts 7,353 1,251 — 8,604
Endowment spending distribution (note 13) 15,986 — — 15,986
Sales and services of auxiliary enterprises 12,060 — — 12,060
Other sources 16,006 — — 16,006
Net assets released from restrictions 6,162 (6,162) — —
Total operating revenue 212,705 (4,911) — 207,794
Operating expenses:
Faculty salaries 49,309 — — 49,309
Administrative salaries 44,016 — — 44,016
Part-time salaries 14,751 — — 14,751
Employee benefits 21,071 — — 21,071
Operations and maintenance 23,193 — — 23,193
Supplies and services 33,251 — — 33,251
Professional fees and advertising 13,196 — — 13,196
IITRI research 14,497 — — 14,497
Depreciation 15,127 — — 15,127
Total operating expenses 228,411 — — 228,411
Decrease in net assets from operating
activities (15,706) (4,911) — (20,617)
Nonoperating revenue and expenses:
Private gifts — — 9,932 9,932
Interest on indebtedness (9,447) — — (9,447)
Net loss on investments (note 4) (96,182) — (4,623) (100,805)
Net loss on impairment of asset (1,900) — — (1,900)
Endowment spending distribution (note 13) (15,986) — — (15,986)
Endowment income (note 4) 4,813 — — 4,813
Net loss on disposal of assets (180) — — (180)
Asset retirement obligation accretion (248) — — (248)
Other 108 — — 108
Increase (decrease) in net assets
from nonoperating activities (119,022) — 5,309 (113,713)
Increase (decrease) in net assets (134,728) (4,911) 5,309 (134,330)
Net assets at beginning of year 184,232 23,766 166,084 374,082
Net assets at end of year $ 49,504 18,855 171,393 239,752

See accompanying notes to consolidated financial statements.






ILLINOIS INSTITUTE OF TECHNOLOGY
Consolidated Statements of Cash Flows
Years ended May 31, 2009 and 2008
(In thousands of dollars)

2009 2008
Cash flows from operating activities:
Decrease in net assets (134,330) (57,133)
Adjustments to reconcile decrease in net assets to net cash
used in operating activities:
Effect of change in accounting principle — (462)
Private gifts restricted for long-term investrhen (9,932) (4,923)
Depreciation 15,127 14,085
Loss on beneficial interest in perpetual trusts 4,623 497
Contribution of fixed assets — (55)
Net loss on disposal of assets 180 28
Loss on impairment of adse 1,900 —
Net loss on investments 111,978 26,620
Accretion on asset retirement obligation 248 (55)
Changes in assets and liabilities:
Receivables: tuition, grants, pledges, affiliate and other 575 6,227
Inventories, prepaid expenses, and deferred charges (8) 612
Accounts payable and accrued expenses (339) (2,552)
Accrued salaries and wages 263 2,754
Deferred revenue (4,526) (4,198)
Deposits by students and others (179) (1,243)
Accrued postretirement benefit obligation 199 507
Obligations under split-interest agreements 209 (75)
Asset retirement obligatio (38) (256)
Net cash used in operating activities (14,050) (19,622)
Cash flows from investing activities:
Proceeds from sale of investments 133,505 246,575
Purchase of investments (129,449) (221,427)
Bond proceeds held by trustees 4,806 16,778
Purchase of physical properties (24,002) (35,529)
Issuance of notes receivable (2,346) (2,500)
Payments received on notes receivable 1,405 1,419
Net cash provided by (used in) investing activities (16,081) 5,316
Cash flows from financing activities:
Private gifts restricted for long-term investrhen 9,932 4,923
Payments on notes and bonds payable (1,151) (860)
Proceeds from borrowings under line of credit 22,000 10,531
Net cash provided by financing activities 30,781 14,594
Increase in cash 650 288
Cash at:
Beginning of year 2,189 1,901
End of year 2,839 2,189
Supplemental disclosure of cash flow information:
Cash paid for interest 8,801 8,547

See accompanying notes to consolidated financial statements.
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2009 and 2008

(In thousands of dollars)

Nature of Organization
llinois Institute of Technology

Illinois Institute of Technology (the University) is a private not-for-profit coeducational technical
institution that is dedicated to superior teaching and excellent scholarship. Located in Chicago, Illinois, the
University enrolls a diverse student body from across the nation and a number of foreign countries.

IIT India is a private not-for-profit entity headquartered in Bangalore, India. The entity has been created to
facilitate 11T’s ability to deliver long distance internet-based educational programs to residents of various
cities in India.

IIT France is a private not-for-profit entity located in Paris, France. The entity has been created to promote
French and European students to the programs of the University and to welcome visiting students from the
University.

11T Research Institute

IIT Research Institute (IITRI) is a not-for-profit corporation working for the advancement of knowledge
and the beneficial application of science to meet the needs of society. IITRI’s articles of incorporation
provide that in addition to its primary purpose, it will support and assist the University and, in event of
dissolution, IITRI’s assets would be distributed to the University. Members of the executive committee of
the board of trustees of the University are members of the IITRI corporation. Four officers of the
University serve ex officio as members of the IITRI Board of Governors. IITRI also prepares separate
annual financial statements as of September 30, its fiscal year-end.

Summary of Significant Accounting Policies and Reporting Practices
(@ Principles of Consolidation

The accompanying consolidated financial statements, which have been prepared on the accrual basis
of accounting, include the accounts of Illinois Institute of Technology, IIT India, IIT France, and
IITRI. All significant intercompany transactions between these entities have been eliminated from
the accompanying consolidated financial statements.

(b) Basis of Presentation

The University maintains its accounts in accordance with the principles and practices of fund
accounting. Fund accounting is the procedure by which resources for various purposes are classified
for accounting purposes in accordance with activities or objectives specified by donors.

For financial statement reporting purposes, however, the University’s financial statements have been
prepared to focus on the organization as a whole and to present balances and transactions in
accordance with donor-imposed restrictions.
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2009 and 2008

(In thousands of dollars)

(m) Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles 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 these estimates.

(n)  New Accounting Pronouncements

The University adopted the Financial Accounting Standards Board (FASB) issued Statement on
Financial Accounting Standard No. 157, Fair Value Measurements (SFAS 157) effective June 1,
2008. SFAS 157 defines fair value, establishes a framework for measuring fair value in
U.S. generally accepted accounting principles, and expands disclosures about fair value
measurements.

The University also adopted the disclosure provisions of FASB Staff Position (FSP) 117-1,
Endowments of Not-For-Profit Organizations: Net Asset Classification of Funds Subject to an
Enacted Version of the Uniform Prudent Management of Institutional Funds Act (UPMIFA), and
Enhanced Disclosure for All Endowment Funds (FSP 117-1) effective June 1, 2008. FSP 117-1
requires additional disclosures about endowments (both donor-restricted funds and board-designated
funds) for all organizations, including those that are not yet subject to an enacted version of
UPMIFA. UPMIFA legislation was enacted by the State of Illinois effective June 30, 2009. The
reclassification of net assets required by FSP 117-1 will be adopted by the University effective
June 1, 2009.

Fair Value Measurement

The Statement of Financial Accounting Standard No. 157, Fair Value Measurements, defines fair value as
the price that could be received for an asset or paid to transfer a liability in the University’s principal or
most advantageous market of the asset or liability in an orderly transaction between market participants on
the measurement date.

SFAS 157 establishes a fair value hierarchy which requires an entity to maximize the use of observable
inputs and minimize the use of unobservable inputs when measuring fair value. The standard describes
three levels of inputs that may be used to measure fair value:

Level 1: Quoted prices for identical assets or liabilities in active markets that the entity has the ability to
access as of the measurement date.

Level 2: Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities;
quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by
observable market data for substantially the full term of the assets or liabilities.

11 (Continued)






ILLINOIS INSTITUTE OF TECHNOLOGY

Notes to Consolidated Financial Statements

May 31, 2009 and 2008
(In thousands of dollars)

Assets Measured on a Recurring Basis

The following table presents information about the University’s financial assets that are measured at the
fair value of the recurring basis as of May 31, 2009, and indicates the fair value hierarchy of the valuation
techniques utilized to determine such fair value.

Assets:
Investments

Cash and cash equivalents
Stocks
Equity mutual funds
Bonds (IITRI)
Fixed income mutual funds
Hedge funds
Private equity funds
Alion notes and warrants
Real estate

Subtotal before perpetual
trusts

Beneficial interest in perpetual trusts
Total

$

Level 1 Level 2 Level 3
27,640 — —
145 — —
77,920 — 16,520
8,834 — _
19,362 — —
— — 6,652
— — 12,003
— — 8,348
133,901 — 43,523
—_ — 17,213
133,901 — 60,736
13 (Continued)


















ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2009 and 2008

(In thousands of dollars)

(9) Accrued Postretirement Benefit Obligation

The University created a retirement incentive program for tenured faculty in November 2006. As part of
the incentive program, certain medical benefits are offered to participants. A reconciliation of the plan’s
funded status with the accrued benefit cost reported on the statement of financial position at May 31, 2009
and 2008 is presented below. The accumulated postretirement benefit obligation disclosed below is the
actuarial value of future benefits used on employees’ service rendered through the measurement date.

2009 2008
Change in accumulated postretirement benefit obligation
at beginning of the period $ 1,462 11,059
Service cost 13 99
Interest cost 91 186
Plan amendments — (9,817)
Actuarial gain 119 47
Actuarial benefit payments net contributions (24) (18)

Accumulated postretirement benefit obligation at end of
the period 1,661 1,462

Change in fair value of plan assets:
Fair value of plan assets at beginning of period

Employer contribution 24 18
Participant contributions 39 30
Total benefit payments (63) (48)
Fair value of plan assets at end of the period — —
Funded status $ (1,661) (1,462)
Amounts recognized in the statement of financial position
consist of:
Liability $ (1,661) (1,462)

In fiscal year 2008, the incremental effect for the adoption of SFAS No. 158, Employers’ Accounting for
Defined Benefit Pension and Other Postretirement Plans-an amendment of FASB Statements No. 87, 88,
106, and 132(R), was a decrease in accrued postretirement benefit obligation of $462 with a corresponding
increase in net assets. In fiscal year 2009, the accumulated charge to unrestricted net assets consists of
amounts that have not yet been recognized in net periodic benefit cost as follows: unrecognized actuarial
loss of $392 and unrecognized prior service costs of $66. These amounts will be subsequently recognized
in future years as components of net periodic pension cost.

19 (Continued)



ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2009 and 2008

(In thousands of dollars)

The components of net periodic postretirement benefit cost for the years ended May 31 are as follows:

2009 2008
Service cost $ 13 99
Interest cost 91 186
Amortization of net gain (28) —
Amortization of prior service cost 11 240
Net periodic postretirement benefit cost $ 87 525

Actuarial Assumptions

The weighted average assumptions used in the accounting for the postretirement plan for the years ended
May 31 are shown below:

2009 2008
Discount rate (expense) 6.00% 6.00%
Discount rate (obligation) 6.00 6.00
Health care cost trend rates:
Next two fiscal years 10.0-11.0 11.0-12.0
Next seven fiscal years 50-9.0 5.0-10.0
Thereafter 5.00 5.00

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

effects for the fiscal years ended May 31:

2009 2008
Effect on total service cost and interest cost:
One-percentage point increase $ 117 321
One-percentage point decrease 93 (253)
Effect on year-end postretirement benefit obligation:
One-percentage point increase 189 184
One-percentage point decrease (163) (156)

20 (Continued)
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2009 and 2008
(In thousands of dollars)

Permanently restricted net assets consist of the following at May 31.:

2009 2008
Endowment investments $ 146,525 134,990
Donor-restricted revolving loans funds 5,426 7,000
Split-interest annuity agreements 2,229 2,258
Beneficial interest in perpetual trusts 17,213 21,836
Total $ 171,393 166,084

The amount of outstanding loans from quasi-endowments to unrestricted funds is $5,232 and $5,798 at
May 31, 2009 and 2008, respectively.

Endowments

The University adopted the provisions of FASB Staff Position (FSP) 117-1, Endowments of Not-For-Profit
Organizations: Net Asset Classification of Funds Subject to an Enacted Version of the Uniform Prudent
Management of Institutional Funds Act (UPMIFA), and Enhanced Disclosure for All Endowment Funds
(FSP 117-1) effective June 1, 2008.

The University endowments include both donor-restricted endowment funds and funds designated by the
Board of Trustees to function as endowments. As required by applicable standards, nets assets associated
with endowment funds, including funds designated by the Board of Trustees to function as endowment, are
classified and reported based on the existence or absence of donor-imposed restrictions.

The Board of Trustees of the University has interpreted the State of Illinois Uniform Management of
Institutional Funds Act (UMIFA) as requiring the preservation of the fair value of the original gifts as of
the gift date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As
the result of this interpretation, the University classifies as permanently restricted net assets (a) the original
value of gifts donated to the permanent endowment, (b) the original value of the subsequent gifts to the
permanent endowment, and (c) accumulations to the permanent endowment made in accordance with the
direction of the applicable donor gift instrument at the time of accumulation is added to the fund.

The remaining portion of the donor-restricted endowment fund that is not classified in permanently
restricted net assets is classified as unrestricted net assets unless there are specific purpose restrictions that
have not been met by the University.

23 (Continued)















ILLINOIS INSTITUTE OF TECHNOLOGY
Schedule of Expenditures of Federal Awards
Year ended May 31, 2009

Award CFDA Federal
Program title number number expenditures

Major Programs:
Research and Development Cluster — Direct awards:
Department of Agriculture:
Food and Drug Administration
Food and Drug Administration Programs 10.xxx $ 512,759
Grants for Agricultural Research Competitive Researct

< 21.008 92,510
Department of Treasury programs 21.xxx (13,016)
79,494
National Aeronautics and Space Administration:
Aerospace Education Services Program 43.001 (550)
NASA Research programs NASA NNCO05GA64G 43.XXX (14,572)
National Science Foundation:
National Science Foundation research programs 47 XXX 545,876
Engineering Grants 47.041 1,271,674
Mathematical and Physical Sciences 47.049 553,309
Geosciences 47.050 40,316
Computer and Information Science and Engineering 47.070 1,312,828
Biological Sciences NSF MCB-0644015 47.074 172,194
Social, Behavioral, and Economic Sciences 47.075 (4,085)
Education and Human Resources 47.076 82,755
3,974,867
U.S. Small Business Administration:
Internet-Based Technical Assistance SBA HQ-05-1-0027 59.005 26,657
Economic Injury Disaster Loans SBA SBAHQ-08-1-0052 59.002 215,701
242,358

Environmental Protection Agency:
Environmental Protection agency programs 66.XXX 47,317
P3 Award: National Student Design Competition for Sustainability
Environmental Information Exchange Network Grant Program anc

Surveys — Studies Investigation and Special Purpose Grants 66.516 7,907
Department of Energy:
Department of Energy Programs 81.xxx 259,999
Office of Science Financial Assistance Program 81.049 374,602
Renewable Energy Research and Development 81.087 170,811
805,412
Department of Health and Human Resources:
Health and Human Services programs 93.XXX 107,890
Food and Drug Administration — Research 93.103 5,153,490
Alcohol Research Programs 93.273 155,674
Discovery and Applied Research for Technological Innovations tc
Improve Human Health RO1 EB001672-05 93.286 179,477

28 (Continued)









ILLINOIS INSTITUTE OF TECHNOLOGY
Schedule of Expenditures of Federal Awards
Year ended May 31, 2009

Award CFDA Federal
Program title number number expenditures
Vision Research — passed through:
University of Illinois at Urbana-Champaigr 93.867 $ —
Department of Health and Human Services Contracts — passed through:
Northwestern University 93.XXX (2,174)
Loyola University 93.XXX 13,945
Rush University Medical Center 93.XXX 1,870
University of Georgia R166565 93.XXX 35,484
49,125
Department of Homeland Security
Department of Homeland Security - passed through:
University of Minnesota X9106033101 97.061 114,625
U.S. Agency for International Development:
U.S. Agency for International Development Contract — passed through
Association for Liaison Office for University Cooperation in
Development A-00-97-59-C 98.xXxX 124,148
Research and Development Cluster — Indirect Awards 3,154,427
Total Research and Development Cluster 19,020,524
Student Financial Aid Cluster:
Department of Education:
Federal Supplemental Educational Opportunity Grant: 84.007 582,818
Federal Family Education Loans 84.032 46,897,177
Federal Work-Study Program 84.033 1,342,988
Federal Perkins Loan Program 84.038 1,452,012
Federal Pell Grant Program 84.063 2,090,331
Academic Competitiveness Grants 84.378 81,625
National Science and Mathematics Access to Retain Talent (SMART)
Grants 84.376 124,000
Total Student Financial Aid Cluster 52,570,951
Total Major Programs 71,591,475
Nonmajor Programs:
Direct Awards:
Department of Education:
Rehabilitation Long-Term Training 84.129 455,959
Byrd Honors Scholarships 84.185 1,450
Other — Direct Awards 457,409
Indirect Awards:
Department of Education
Mathematics and Science Partnerships - passed through:
Ilinois State Board of Education 84.366 162,378
Fund for the Improvement of Postsecondary Education — passed through:
Biotechnology Institute 84.116 30,711
Other — Indirect Awards 193,089
Total Nonmajor Programs 650,498
Total Federal Awards $ 72,241,973

See accompanying notes to schedule of expenditures of federal awards.
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Schedule of Expenditures of Federal Awards
Year ended May 31, 2009

(1) Summary of Significant Accounting Policies
() Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) summarizes the
federal awards received by the lllinois InstituteT@chnology (the University) under programs of

the federal government for the fiscal year ehtitay 31, 2009. The Schedule excludes expenditures

of federal awards of IIT Research Institute, a &libgy of the University Expenditures of federal
awards for IIT Research Institute will be aeptely audited in accordance with Office of
Management and BudgetOMB) Circular A-133, Audits of Institutions of States, Local
Governments, and Non-Profit Organizations.

For purposes of the Schedule, federal awards incilidgrants, contracts, and similar agreements
entered into directly between the University aggncies and departments of the federal government
and all subawards to the University by nonfederghnizations pursuant to federal grants, contracts,
and similar agreements. The awards are classified into major program and nonmajor program
categories in accordance with the provisions of OMB Circular A-$88h categories are as follows:

Major Programs

Research and Development Cluster — Includes awards for researahd development activities at the
University sponsored by various agencies of the federal government.

Student Financial Assistance Cluster — Includes certain awards to provide financial assistance to
students, primarily under the Federal Pell Gréipell), Federal Work-Study (FWS), Federal
Supplemental Educational Opportunity Grant (FSEOG), Academic Competitiveness Grant (ACG),
and the National Science and Mathematics AcceBetain Talent Grant (SMART) programs of the
U.S. Department of Education. Also, the Uniwgrgeceives awards to make loans to eligible
students under the Federal Perkins Loan Progeard, federally guaranteed loans are issued to
students by the University under the Federal Family Education Loan Program (FFEL).

Nonmajor Programs

Other Federal Awards — Includes awards for program activitiat the University sponsored by
various agencies of the federal government.

Total expenditures in the Schedule do not directhe@go the revenue line items on the University’s
May 31, 2009 consolidated statement of activitielse federal expenditures are classified in the
accompanying consolidated statement of actisitas government grants and contracts revenue,
totaling approximately $39,464,000. The rem@gnigovernment grants and contracts consist of
approximately $9,700,000 afwards received from states and other sources, with the balance of
approximately $8,620,000 related to IIT Resednshitute, a consolidated separate legal entity.
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Schedule of Expenditures of Federal Awards
Year ended May 31, 2009

(4) Summary of Subrecipient Payments

Expenditures made to subrecipients under federardsvfor the year ended May 31, 2009, were as
follows:

Research and Development Cluster:

Department of Defense $ 127,917
USAID 39,604
National Small Business Administration 18,811
National Science Foundation 213,497
Department of Enexg 52,606
Environmental Protection Agency 21,400
Department of Transportation 19,884
Department of Health and Human

Services 389,087

Total $ 882,806
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This report is intended solely forghnformation and use of the Board of Trustees and management of the
University, federal awarding agencies, and pass-iirantities, and is not intended to be and should not
be used by anyone other than these specified parties.

Chicago, lllinois
September 30, 2009
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ILLINOIS INSTITUTE OF TECHNOLOGY
Schedule of Findings and Questioned Costs
Year ended May 31, 2009

(1) Summary of Auditors’ Results:

(@) The type of opinion issued orethonsolidated financial statements:
Unqualified opinion

(b) Significant deficiencies in internal control dizséd by the audit of the consolidated financial
statementdNone reported

Material weaknesses: No
(c) Noncompliance which is materialttie consolidated financial statementsNo
(d) Significant deficiencies in internal control over major programs:Yes
Material weaknesses: No
(e) The type of report issued on compliance for major progrdnpualified opinion

(H  Any audit findings which are required to bgoeted under Section. 510(a) of OMB Circular A-133:
Yes

(g) Major programs:

Student Financial Assistance Cluster:

Federal Supplemental Educationgprtunity Grant Program 84.007

Federal Family Education Loan Program 84.032
Federal Work Study Program 84.033
Federal Perkins Loan Program 84.038
Federal Pell Grant Program 84.063
Academic Competitiveness Grant 84.378

National Science and Mathematics AccesRétain Talent (SMART) Grants  84.376
Research & Development Cluster — various CFDA numbers

(h) Dollar threshold used to distinguish between Type A and Type B programs: $716,784
()  Auditee qualified as a low-risk auditee under Section. 530 of OMB Circular ANB33:

(2) Findings relating to the financial staements reported in accordance withGovernment Auditing
Standards: None
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ILLINOIS INSTITUTE OF TECHNOLOGY
Schedule of Findings and Questioned Costs
Year ended May 31, 2009

Findings and questioned costs relating to federal awards:

Federal Agency U.S. Department of Health and Human Services
Program Name: Research and Development Cluster

CFDA # and Program Expenditures: Various ($19,020,524)
Award Numbers: Various

Questioned Costs None

Finding 09-01  Equipment and Real Property Management

Requirement

In accordance with OMB Circular A-133, equipment relsoshall be maintained to include a physical
inventory of equipment occurring at least once ewexy years and reconciled to equipment records, and
an appropriate control system shall be used to safeguard equipment.

OMB Circular A-110 requires the University to requdistposition instructions from the federal awarding
agency when the University onger needs equipment acquired wiglderal funds. Additionally, OMB
Circular A-110 requires the University to reimburse tederal awarding agency for their share of the sales
proceeds.

Condition Found

During the physical observation of thirty pieceseguipment purchased with research and development
funds, we noted four assets selected for testwork whéke not able to be located during our observation
testwork. In addition, we noted two assets seledtedtestwork had been disposed of prior to the
performance of our procedures. The equipment wasosisl of in January and March 2009 (prior to the
end of the fiscal year); As of the date of dastwork, a disposition form had been completed and
authorized, however the property records had neh hgpdated for the disposal until our observation was
performed in August 2009 (approximately eight andsdnths after the disposal form was completed).

Effect

Failure to maintain accurate equipment records reaylt in the University incorrectly determining assets
purchased and disposed of with Federal funds. Faitugbtain federal approlvéor equipment disposals
and to remit the federal share of sales proceedssésuibncompliance with the regulations applicable to
the University’s federal program.

Recommendation

We recommend the University review its process dasuring that equipmemecords are accurately
maintained and updated within a timely manner.

41 (Continued)






