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ILLINOIS INSTITUTE OF TECHNOLOG Y

Consolidated Statements of Financial Position

May 31, 2010 and 2009

(In thousands of dollars)

Assets 2010 2009

Cash $ 3,040   2,839   
Bond proceeds held by trustees 16,130   2,174   
Notes and accounts receivable:

Grants and contracts, less allowance of $297 in 2010 and
$347 in 2009 8,118   8,945   

Students:
Tuition, less allowance of $3,302 in 2010 and $654 in 2009 7,610   9,882   
Notes, less allowance of $532 in 2010 and $373 in 2009 11,598   11,352   

Pledges, less allowance of $218 in 2010 and $232 in 2009 (note 5) 20,047   14,226   
Other 3,495   2,257   

Inventories, prepaid expenses, and deferred charges 3,822   2,320   
Investments (note 4) 176,609   177,424   
Physical properties, less accumulated depreciation (note 6) 270,897   275,185   
Beneficial interest in perpetual trusts (note 7) 18,688   17,213   

Total assets $ 540,054   523,817   

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued expenses $ 21,583   20,095   
Accrued salaries and wages 14,719   17,165   
Deferred revenue 17,932   15,531   
Deposits by students and others 3,383   2,228   
Accrued postretirement benefit obligation (note 9) 2,068   1,661   
Obligation under split-interest agreements 1,408   1,308   
Notes and bonds payable (note 8) 222,315   208,740   
Advances from the U.S. government for student loans 8,117   8,094   
Asset retirement obligation 6,778   9,243   

Total liabilities 298,303   284,065   

Net assets (note 12):
Unrestricted 36,365   49,504   
Temporarily restricted 33,539   18,855   
Permanently restricted 171,847   171,393   

Total net assets 241,751   239,752   

Total liabilities and net assets $ 540,054   523,817   

See accompanying notes to consolidated financial statements.

2





ILLINOIS INSTITUTE OF TECHNOLOG Y

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   
Interest on indebtedness 9,447   —    —    9,447   
Depreciation 15,127   —    —    15,127   

Total operating expenses 237,858   —    —    237,858   

Decrease in net assets from operating activities (25,153)  (4,911)  —    (30,064)  

Nonoperating revenue and expenses:
Private gifts —    —    9,932   9,932   
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   

Decrease in net assets from nonoperating activities (109,575)  —    5,309   (104,266)  

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.
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ILLINOIS INSTITUTE OF TECHNOLOGY

Consolidated Statements of Cash Flows

Years ended May 31, 2010 and 2009

(In thousands of dollars)

2010 2009

Cash flows from operating activities:
Increase (decrease) in net assets $ 1,999   (134,330)  
Adjustments to reconcile increase (decrease) in net assets to net cash

used in operating activities:
Private gifts restricted for long-term investmen

Accretion on asset retirement obligatio

n 341   248   
Changes in assets and liabilities:

Receivables: tuition, grants, pledges, affiliate and other (3,960)  575   
Inventories, prepaid expenses, and deferred charges (1,502)  (8)  
Accounts payable and accrued expenses 1,488   (339)  
Accrued salaries and wages (2,446)  263   
Deferred revenue 2,401   (4,526)  
Deposits by students and others 1,155   (179)  
Accrued postretirement benefit obligation 407   199   
Obligations under split-interest agreements 100   209   
Advances from U.S. government for student loans 23   —    
Asset retirement obligation (2,806)  (38)  

Net cash used in operating activities (16,739)  (14,050)  

Cash flows from investing activities:
Proceeds from sale of investments 169,683   133,505   
Purchase of investments (146,772)  (129,449)  
Change in bond proceeds held by trustees (13,956)  4,806   
Purchase of physical properties (9,772)  (24,002)  
Issuance of notes receivable (1,253)  (2,346)  
Payments received on notes receivable 1,007   1,405   

Net cash used in investing activities (1,063)  (16,081)  

Cash flows from financing activities:
Private gifts restricted for long-term investment 4,428   9,932   
Payments on notes and bonds payable (925)  (1,151)  
Payments on borrowings under line of credit (15,500)  —    
Proceeds from borrowings under line of credit

t $ 8,246   8,801   

See accompanying notes to consolidated financial statements.
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ILLINOIS INSTITUTE OF TECHNOLOGY 

Notes to Consolidated Financial Statements 

May 31, 2010 and 2009 

(In thousands of dollars) 

 7 (Continued) 

Net assets and related activity are classified and reported as follows: 

Unrestricted – Net assets that are not subject to donor-imposed restrictions. 

Temporarily Restricted – Net assets that are subject to donor-imposed restrictions that will be met 
either by actions of the University or the passage of time. Items that affect this net asset category are 
gifts for which restrictions have not been satisfied and annuity and life income gifts for which the 
ultimate purpose of the proceeds is not permanently restricted. 

Permanently Restricted – Net assets that are subject to donor-imposed restrictions that require them 
to be maintained permanently by the University. Items that affect this net asset category include gifts 
wherein donors stipulate that the corpus be held in perpetuity (primarily gifts for endowment and 
providing loans to students) and only the income be made available for program operations, and 
annuity and life income gifts for which the ultimate purpose of the proceeds is permanently 
restricted. 

(c) Operations 

Operating results in the consolidated statements of activities reflect all transaction increasing or 
decreasing unrestricted net assets except those items associated with long-term investment, and other 
infrequent gains, losses, revenues, and expenses. 

(d) Revenue 

Revenue is reported as an increase in unrestricted net assets unless use of the related assets is limited 
by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains 
and losses on investments and other assets or liabilities are reported as increases or decreases in 
unrestricted net assets unless their use is restricted by explicit donor stipulation or law. Expiration of 
temporary restrictions on net assets (i.e., the donor-stipulated purpose has been fulfilled and/or the 
stipulated time period has elapsed) is reported as reclassifications between applicable classes of net 
assets. During 2010, the University reclassified to unrestricted net assets, $5,428 of loan funds that 
were previously reported as permanently restricted net assets. 

Private gifts, including pledges, are recognized in the period received. Conditional pledges are not 
recognized until the conditions on which they depend are substantially met. Contributions of assets 
other than cash are recorded at estimated fair value. Contributions to be received after one year are 
discounted at an appropriate rate commensurate with the risks involved. Amortization of discount is 
recorded as additional contribution revenue in accordance with donor-imposed restrictions, if any, on 
the contributions. An allowance for uncollectible pledges receivable is provided based upon 
management’s judgment, including such factors as prior collection history, type of contribution, and 
nature of fund-raising activity. 

Contributions received with donor-imposed restrictions that are met in the same year as the gifts are 
received are reported as revenue of the unrestricted net asset class. Contributions of land, building, 
and equipment without donor-imposed restrictions concerning the use of such long-lived assets are 
reported as revenue of the unrestricted net asset class. Contributions of cash or other assets to be 











ILLINOIS INSTITUTE OF TECHNOLOGY 

Notes to Consolidated Financial Statements 

May 31, 2010 and 2009 

(In thousands of dollars) 

 12 (Continued) 

In many cases, a valuation technique used to measure fair value includes inputs from multiple levels of the 
fair value hierarchy. The lowest level of significant input determines the placement of the entire fair value 
measurement in the hierarchy. The University uses the following valuation techniques to measure the 
investments fair value: 

Level 1 consists of financial instruments, such as cash and cash equivalents, bond proceeds, mutual funds, 
stocks and money market funds whose value is based on quoted market prices published by a financial 
institution, exchange fund, exchange-trade instruments and listed equities. 

Level 3 consists of investments for which there are no active markets. The University has the real estate 
investments, equity mutual funds and private equity funds as Level 3. The real estate investment is valued 
at the net present value of the projected cash flow from the investment. The University’s interests in 
alternative investment funds such as equity mutual funds and private equity funds, are generally reported at 
the net asset value (NAV), which is used as a practical expedient to estimate fair value, unless it is 
probably that all or a portion of the investment will be sold for an amount different from NAV. As of 
May 31, 2010 and 2009, the University had no plans to sell investments at amounts different from NAV. 
Beneficial interests in perpetual trusts are held by various financial institutions. These values are based on 
the University’s proportionate share of the investments. The fair values are based on quoted market prices 
published by financial institutions. 

The University has $18,970 of investments in alternative investment funds, which are reported at fair 
value. For $18,970 of those investments, the University has concluded that the net asset value reported by 
the underlying fund approximates the fair value of the investment. These investments are redeemable with 
the fund at net asset value under the original terms of the partnership agreements and/or subscription 
agreements and operations of the underlying funds. However, it is possible that these redemption rights 
may be restricted or eliminated by the funds in the future in accordance with the underlying fund 
agreements. Due to the nature of the investments held by the funds, changes in market conditions and the 
economic environment may significantly impact the net asset value of the funds and, consequently, the fair 
value of the University’s interests in the funds. Furthermore, changes to the liquidity provisions of the 
funds may significantly impact the fair value of the University’s interest in the funds. 

Although a secondary market exists for these investments, it is not active and individual transactions are 
typically not observable. When transactions occur in this limited secondary market, they may occur at 
discounts to the reported net asset value. Therefore, if the redemption rights in the funds were restricted or 
eliminated and the University were to sell these investments in the secondary market, it is reasonably 
possible that a buyer in the secondary market may require a discount to the reported net asset value, and 
the discount could be significant. 































ILLINOIS INSTITUTE OF TECHNOLOGY 

Notes to Consolidated Financial Statements 

May 31, 2010 and 2009 

(In thousands of dollars) 

 27 (Continued) 

(a) Funds with Deficiencies 

From time to time, the fair value of assets associated with individual donor-restricted endowment 
funds may fall below the level that the donor or the Act requires the University to retain as a fund of 
perpetual duration. Deficiencies of this nature that are reported in unrestricted net assets were $2,291 
and $8,589 as of May 31, 2010 and 2009. These deficiencies are the result of unfavorable 
investments results experienced over the past two fiscal years, which overwhelmed the earnings 
accumulations on recent permanently restricted contributions, as well as some instances of continued 
spending appropriations for certain programs that were deemed prudent by the board of trustees. 
Subsequent gains that restore the fair value of such funds to the required level will be classified as 
increases in unrestricted net assets. 

(b) Spending Policy and Strategies Employed for Achieving Objectives 

The University has adopted investment policy to provide a stable source of funds to help and support 
the ongoing operations and activities of the University. Pursuant to this objective, the University 
seeks to earn a long-term total rate of return sufficient to produce growth of endowment assets, net of 
spending requirements of 5%, inflation, and investment expenses. 

The purpose of the endowment funds is to facilitate donors’ desires to make substantial long-term 
gifts to the community and to develop a new and significant source of revenue of the University. In 
doing so, the endowment fund will provide a secure, long-term source of funds to: (a) fund special 
programs; (b) ensure long-term growth; (c) enhance the University’s ability to meet changing 
community needs; and (d) support the administrative expenses of the University as deemed 
appropriate 

To achieve these goals, the University’s spending policy utilizes the total return concept of 
endowment spending. Under the method adopted by the University, interest, dividends, and rents as 
well as appreciation on investments held by the investment pool are made available for spending. 
The University’s total endowment fund spending is based upon a target percentage of a subset of 
investments. The target percentage set by the board of trustees is 5% of the average endowment 
balance over the prior 12 quarters. The board of trustees set endowment distribution is $17,046 for 
fiscal year 2010 and $15,986 for fiscal year 2009. The board of trustees budgeted endowment 
distribution is $15,573 for fiscal year 2011. 

(14) Leases 

In December 1999, the University leased its undeveloped property located at 32nd Street between 
Michigan Avenue and Indiana Avenue, to Michigan Place LLC for a term of 100 years. The agreement 
requires Michigan Place LLC to pay the University $815 in total lease payments. The University has 
received these payments. 

In May 2002, the University entered into a 40-year ground lease agreement with IIT State Street, NFP, to 
lease property on the University’s campus for the purpose of building housing to lease to students, faculty, 
and staff of the University or employees of other not-for-profit educational institutions in the area. Under 
this agreement, the University will receive annual lease payments of $5 over the term of the lease. 







 

 30 

Independent Auditors’ Report on 
Supplementary Information 

The Board of Trustees 
Illinois Institute of Technology: 

We have audited and reported separately herein on the consolidated financial statements of Illinois Institute 
of Technology (the University) as of and for the year ended May 31, 2010. 

Our audit was made for the purpose of forming an opinion on the basic consolidated financial statements of 
the University taken as a whole. The supplementary information included in schedules 1 through 3 is 
presented for purposes of additional analysis and is not a required part of the basic consolidated financial 
statements of the University. Such information has been subjected to the auditing procedures applied in the 
audit of the basic consolidated financial statements and, in our opinion, is fairly stated in all material 
respects in relation to the basic consolidated financial statements taken as a whole. 

Chicago, IL 
October 12, 2010 

 

 
 

KPMG LLP 
303 East Wacker Drive 
Chicago, IL 60601-5212 
 

KPMG LLP is a Delaware limited liability partnership, 
the U.S. member firm of KPMG International Cooperative 
(“KPMG International”), a Swiss entity. 

 



Schedule 1
ILLINOIS INSTITUTE OF TECHNOLOGY

Consolidating Statement of Financial Position

May 31, 2010

(In thousands of dollars)

Assets University IITRI Eliminations Total

Cash $ 1,675   1,365   —    3,040   
Bond proceeds held by trustees 14,376   1,754   —    16,130   
Notes and accounts receivable:

Grants and contracts, less allowance of $297 5,243   2,875   —    8,118   
Students:

Tuition, less allowance of $3,302 7,610   —    —    7,610   
Notes, less allowance of $532 11,507   91   —    11,598   

Pledges, less allowance of $218 20,047   —    —    20,047   
Other 3,495   —    —    3,495   
Affiliated organizations, net 259   —    (259)  (a) —    

Inventories, prepaid expenses, and deferred charges 3,615   207   —    3,822   
Equity interest in IITRI 13,154   —    (13,154)  (b) —    
Investments 168,835   7,774   —    176,609   
Physical properties, less accumulated depreciation 252,637   18,260   —    270,897   
Beneficial interest in perpetual trusts 18,688   —    —    18,688   

Total assets $ 521,141   32,326   (13,413)  540,054   

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued expenses $ 20,247   1,595   (259)  (a) 21,583   
Accrued salaries and wages 14,004   715   —    14,719   
Deferred revenue 16,385   1,547   —    17,932   
Deposits by students and others 3,383   —    —    3,383   
Accrued postretirement benefit obligation 2,068   —    —    2,068   
Obligation under split-interest agreements 1,408   —    —    1,408   
Notes and bonds payable 207,000   15,315   —    222,315   
Advances from U.S. government for student loans 8,117   —    —    8,117   
Asset retirement obligation 6,778   —    —    6,778   

Total liabilities 279,390   19,172   (259)  298,303   

Net assets:
Unrestricted 36,365   13,154   (13,154)  (b) 36,365   
Temporarily restricted 33,539   —    —    33,539   
Permanently restricted 171,847   —    —    171,847   

Total net assets 241,751   13,154   (13,154)  241,751   

Total liabilities and net assets $ 521,141   32,326   (13,413)  540,054   

(a) Elimination of interentity accounts payable/receivable.

(b) Elimination of equity interest in IITRI.

See accompanying independent auditors’ report on supplementary information.
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Schedule 3
ILLINOIS INSTITUTE OF TECHNOLOGY

Consolidating Statement of Cash Flows

Year ended May 31, 2010

(In thousands of dollars)

University IITRI Eliminations Total

Cash flows from operating activities:
Increase (decrease) in net assets $ 1,999   (3,240)  3,240   1,999   
Adjustments to reconcile increase (decrease) in net assets

to net cash used in operating activities:
Effect of change in accounting principle —    —    —    —    
Private gifts restricted for long-term investment (4,428)  —    —    (4,428)  
Depreciation 13,493   1,330   —    14,823   
Gain on beneficial interest in perpetual trusts (1,475)  —    —    (1,475)  
Contribution of fixed assets (1,000)  —    —    (1,000)  
Net loss on disposal of assets 237   —    —    237   
Loss on impairment of asset —    —    —    
Net gain on investments (22,096)  —    —    (22,096)  
Accretion on asset retirement obligation 341   —    —    341   
Changes in assets and liabilities: —    —    

Receivables: tuition, grants, pledges, affiliate and other (3,863)  246   (343)  (3,960)  
Inventories, prepaid expenses, and deferred charges (1,571)  69   —    (1,502)  
Equity interest in IITRI 3,240   —    (3,240)  —    
Accounts payable and accrued expenses 1,066   79   343   1,488   
Accrued salaries and wages (2,587)  141   —    (2,446)  
Deferred revenue 1,528   873   —    2,401   
Deposits by students and others 1,155   —    —    1,155   
Accrued postretirement benefit obligation 407   —    —    407   
Obligations under split-interest agreements 100   —    —    100   
Advances from U.S. government for student loans 23   —    —    23   
Asset retirement obligation (2,806)  —    —    (2,806)  

Net cash used in operating activities (16,237)  (502)  —    (16,739)  

Cash flows from investing activities:
Proceeds from sale of investments 168,623   1,060   —    169,683   
Purchase of investments (146,772)  —    —    (146,772)  
Change in bond proceeds held by trustees (14,376)  420   —    (13,956)  
Purchase of physical properties (9,533)  (239)  —    (9,772)  
Issuance of notes receivable (1,253)  —    —    (1,253)  
Payments received on notes receivable 1,007   —    —    1,007   

Net cash provided by (used in) investing activities (2,304)  1,241   —    (1,063)  

Cash flows from financing activities:
Private gifts restricted for long-term investment 4,428   —    —    4,428   
Payments on notes and bonds payable (150)  (775)  —    (925)  
Payments on borrowings under line of credit (15,500)  —    —    (15,500)  
Proceeds from borrowings under line of credit —    —    —    —    
Proceeds from issuance of bonds payable 30,000   —    —    30,000   

Net cash provided by (used in) financing activities 18,778   (775)  —    18,003   

Increase (decrease) in cash 237   (36)  —    201   

Cash at:
Beginning of year 1,438   1,401   —    2,839   

End of year $ 1,675   1,365   —    3,040   

Supplemental disclosure of cash flow information:
Cash paid for interest $ 8,070   176   —    8,246   

(a) Elimination of change in equity interest in IITRI.

(b) Elimination of change in interentity accounts payable/receivable.

See accompanying independent auditors’ report on supplemental information.
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