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Opinion

In our opinion, the consolidated financial stateteereferred to above present fairly, in all material
respects, the financial position of lllinois Institudé Technology as of May 32013 and 2012, and the
changes in its net assets and its cash flows for ¢aesythen ended, in accordance with U.S. generally
accepted accounting principles.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standargsve have also issued our report dated October 3, 2013

on our consideration of the University’s internal eohbver financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and graetegms and other matters.

The purpose of that report is to describe the scope of our testing of intmtral 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 isitegral part of an alit performed in accordance

with Government Auditing Standards in considering the University'snternal control over financial
reporting and compliance.

Chicago, lllinois
October 3, 2013
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2013 and 2012
(In thousands of dollars)

Nature of Organization
llinois Institute of Technology

lllinois Institute of Technology (the University) is a private not-for-profit coeducational technical
institution that is dedicated to superior teaching arekent scholarship. Located in Chicago, lllinois, 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 headquarteredBangalore, India. The entity has been created to
facilitate 11T’s ability to deliver long distance intesabased educational programs to residents of various
cities in India.

[IT France is a private not-for-profit entity locatedRaris, France. The entityaf been created to recruit
French and European students to the programsditiiversity and to welcome visiting students from the
University.

11T Research Institute

IIT Research Institute (IITRI) is a not-for-profit gmration working for theadvancement of knowledge
and the beneficial application of science to meetribeds of society. IITRI's articles of incorporation
provide that, in addition to its primary purpose, il support and assist the University, and in the event of
dissolution, IITRI's assets would be distributedhte University. Members dhe executive committee of
the board of trustees of the University are membef the IITRI corporation. Four officers of the
University serve ex officio as members of the IITBRbard of Governors. IITRI also prepares separate
annual financial statements as opfenber 30, its fiscal year-end.

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

The accompanying consolidated financial statemevitech have been prepared on the accrual basis
of accounting, include the accounts of lllinoistinge 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 accomanvith 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 witfividies or objectives specified by donors.

For financial statement reporting purposes, howetbe University’s consolidated financial
statements have been prepared to focus oorgenization as a whole and to present balances and
transactions in accordance with donor-imposed restrictions.

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

Unrestricted — Net assets that are not subject to donor-imposed restrictions.
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2013 and 2012

(In thousands of dollars)

Physical Properties
The University’s consolidated physical projes consisted of the following as of May 31:

2013 2012
Land and land improvements $ 28,729 28,729
Building and building improvements 385,352 381,132
Equipment and library collection 88,755 86,881
Construction in progress 5,846 2,857
Total physical properties 508,682 499,599
Less accumulated depreciation 239,675 225,452
Physical properties, net $ 269,007 274,147

In accordance with FASB ASC Section 360 Subtopicl@airment or Disposal of Long-Lived Assets,

the University recorded an impairment of tlend parcel for $645 during 2012, and a loss in the
consolidated statement of activities in nonoperatingmae and expenses. At a1, 2013 and 2012, the

land parcel was valued at $5,800 and $4,535, respectively. On August 15, 2013, the University sold the
land parcel for $5,925. The Universigll record a $1,390 gain during 2014.

Beneficial Interest in Perpetual Trusts

The University is an income beneficiary of certdirevocable trusts that are held and controlled by

independent trustees. The University has no equityeistén the principal of these trusts. At May 31, 2013

and 2012, the share of these trusts from which the Usiiyaterives income had a combined fair value of

$21,298 and $20,053, respectively. Thesests provided unrestricted income of $751 and $626 in fiscal
2013 and 2012, recorded in investment incamé¢he consolidated statements of activities.

Notes and Bonds Payable
Notes and bonds payable consist of the following at May 31.:

Interest rate 2013 2012
University:

IFA Bonds, Series 2006, payable in

varying installments through 2036 5.00% and 6.10% $ 160,000 160,000
IFA Bonds, Series 2009, payable in

varying installments through 2034 4.750% to 7.125% 29,340 30,000
IITRI — IFA Series 2004, payable in

varying installments through 2034 Variable 12,775 13,660
Short-term line of credit Various 14,000 14,000

Total notes and bonds
payable $ 216,115 217,660
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2013 and 2012

(In thousands of dollars)

The University maintains a linegredit agreement that allow borrowings up to $20,000 in 2013 and
$20,150 in 2012. Borrowings under the line of credit bear interest at the prime commercial rate or
adjusted LIBOR with interest being payable on anthly basis. The borrowing under the line of credit
will be payable on demand, but if no demand is madeoptwng shall automatically mature on the interest
payable date next following the date the loamade. The amount outstanding under the agreement was
$14,000 as of May 31, 2013 and 2012.

The University and IITRI are subject to certain dedtenants. As of May 32013, management believes
those covenants have been met.

The fair value of long term debs of May 31, 2013 and 2012 was:

2013 2012
Carrying Carrying
Fair value value Fair value value
$ 200,617 202,115 191,441 202,775

The fair value of long-term debt is determineddupted prices for comparable borrowings as of May 31,
2013 and 2012, which is considered to be level 2he fair value hierarchy. The quoted prices are
available but the assets are traded less frequamitly thus valuation is accomplished using similar
securities, the parameters of which can be directly observed.

(9) Accrued Postretirement Benefit Obligation

The University created a retiremententive program for tenured faculty in November 2006. As part of
the incentive program, certain medical benefits areredf¢o participants. A reconciliation of the plan’s
funded status with the accrued benefit cost reportatiemconsolidated statements of financial position at
May 31 is presented below. The accumulated postreéint benefit obligation disclosed below is the
actuarial value of future benefits used on eypes’ service rendered through the measurement date.

2013 2012

Change in accumulated postretirement benefit obligation

at beginning of the perib $ 2,466 2,301
Service cost — 5
Interest cost 96 111
Actuarial gain 198 136
Actuarial benefit payments net contributions (137) (87)
Accumulated postretirement benefit obligation at end of

the peria $ 2,623 2,466
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ILLINOIS INSTITUTE OF TECHNOLOGY
Schedule of Expenditures of Federal Awards

Year ended May 31, 2013

33

CFDA Federal
Program title Award number number expenditures
Major Programs:
Research and Development Cluster — Direct awards:
Department of Agriculture:
Food and Drug Administration:
Integrated Programs (B) USDA 2008-51110-04345 10.303 $ 12,056
Agriculture and Food Research Initiative (AFRI) USDA 2010-65201-20593 10.310 106,780
Agriculture and Food Research Initiative (AFRI) USDA 2011-67017-30016 10.310 191,393
310,229
Department of Commerce:
ARRA Special Economic Development and Adjustment Assistance 06-79-73018 11.307 (27)
(27)
Department of Defense:
Basic and Applied Scientific Research ONR N00014-10-1-0752 12.300 112,352
Basic and Applied Scientific Research ONR N00014-10-1-0769 12.300 122,744
Basic and Applied Scientific Research ONR N00014-12-1-0733 12.300 297,271
Military Medical Research and Development DOD W81XWH-12-1-0394 12.420 97,705
Basic Scientific Research ARO W911NF-09-1-0378 12.431 177,619
Basic Scientific Research ARO W911NF-09-2-0051 12.431 40,888
Basic Scientific Research ARO W911NF-09-2-0071 12.431 429,676
Basic Scientific Research ARO W911NF-10-1-0152 12.431 110,126
Basic Scientific Research ARO W911NF-11-1-0197 12.431 (2,550)
Basic Scientific Research ARO W911NF-11-2-0018 12.431 209,526
Air Force Defense Research Sciences Program AFOSR FA9550-09-1-0189 12.800 172,840
Air Force Defense Research Sciences Program AFOSR FA9550-11-1-0056 12.800 190,090
Air Force Defense Research Sciences Program AFOSR FA9550-12-1-0206 12.800 109,167
Research and Technology Development AFRL FA8850-11-1-1007 12.910 73,301
Department of Defense Programs DOD W911NF-12-C-0021 12. XXX 1,704,905
3,845,660
Department of Transportation:
Aviation Research Grants FAA 07-G-012 20.108 124,643
Aviation Research Grants FAA 12-G-013 20.108 81,015
Aviation Research Grants FAA 12-G-014 20.108 118,393
Department of Transportation Programs FHWA DTFH61-10-C-00009 20.XXX 61
324,112
National Aeronautics and Space Administration:
Space Operations NNX09AK65G 43.007 (4,500)
Cross Agency Support NNX11AN31H 43.009 57,616
53,116
National Science Foundation:
Engineering Grants CBET-0731201 47.041 11,993
Engineering Grants CBET-0756473 47.041 (6,207)
Engineering Grants CBET-0853528 47.041 36,334
Engineering Grants CBET-0967906 47.041 88,528
Engineering Grants CBET-1236576 47.041 33,141
Engineering Grants CBET-1252924 47.041 46,415
Engineering Grants CBET-1312289 47.041 43,916
Engineering Grants CMMI-0800912 47.041 25,245
Engineering Grants CMMI-0847030 47.041 46,979
Engineering Grants CMMI-0900170 47.041 159,739
Engineering Grants CMMI-0970079 47.041 25,010
Engineering Grants CMMI-0900597 47.041 50,444
Engineering Grants CMMI-1030347 47.041 1,781
Engineering Grants CMMI-1030903 47.041 48,109
Engineering Grants CMMI-1055805 47.041 83,680
Engineering Grants CMMI-1100376 47.041 15,359
Engineering Grants CMMI-1151018 47.041 17,253
Engineering Grants CMMI-1100514 47.041 117,178
Engineering Grants CMMI-1144949 47.041 18,409
Engineering Grants CMMI-1261782 47.041 24,286
Engineering Grants ECCS-1247944 47.041 16,164
Engineering Grants EEC-0852013 47.041 8,444
Engineering Grants EEC-0852048 47.041 (22,314)
Engineering Grants EEC-1157041 47.041 109,780
Mathematical and Physical Sciences AGS-1261369 47.049 1,156
Mathematical and Physical Sciences AST-1248000 47.049 26,434
Mathematical and Physical Sciences DMR-0706582 47.049 15,911
Mathematical and Physical Sciences DMR-0806935 47.049 86,078
Mathematical and Physical Sciences DMR-0934354 47.049 6,110
Mathematical and Physical Sciences DMR-0964812 47.049 122,721
Mathematical and Physical Sciences DMR-1006953 47.049 128,820
Mathematical and Physical Sciences DMS-0908099 47.049 12,079
Mathematical and Physical Sciences DMS-1025422 47.049 30,964
Mathematical and Physical Sciences DMS-1115392 47.049 88,213
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ILLINOIS INSTITUTE OF TECHNOLOGY
Schedule of Expenditures of Federal Awards
Year ended May 31, 2013

CFDA Federal
Program title Award number number expenditures
Mathematical and Physical Sciences DMS-1211256 47.049 $ 71,257
Mathematical and Physical Sciences DMS-1217277 47.049 2,661
Mathematical and Physical Sciences PHY-0758173 47.049 30
Mathematical and Physical Sciences PHY-0969953 47.049 98,698
Mathematical and Physical Sciences PHY-0969989 47.049 166,287
Mathematical and Physical Sciences PHY-1205811 47.049 1,783
Computer and Information Science and Engineering CCF-0937877 47.070 175,674
Computer and Information Science and Engineering CNS-0746643 47.070 54,785
Computer and Information Science and Engineering CNS-0831831 47.070 26,799
Computer and Information Science and Engineering CNS-0831963 47.070 31,864
Computer and Information Science and Engineering CNS-0832093 47.070 18,770
Computer and Information Science and Engineering CNS-0832120 47.070 2,720
Computer and Information Science and Engineering CNS-0834514 47.070 88,798
Computer and Information Science and Engineering CNS-0916666 47.070 107,958
Computer and Information Science and Engineering CNS-1018731 47.070 67,084
Computer and Information Science and Engineering CNS-1018786 47.070 124,010
Computer and Information Science and Engineering CNS-1035844 47.070 23,116
Computer and Information Science and Engineering CNS 1035894 47.070 212,839
Computer and Information Science and Engineering CNS-1053777 47.070 89,660
Computer and Information Science and Engineering CNS-1054317 47.070 2,524
Computer and Information Science and Engineering CNS 1057879 47.070 10,181
Computer and Information Science and Engineering CNS-1116939 47.070 99,259
Computer and Information Science and Engineering CNS-1117687 47.070 87,300
Computer and Information Science and Engineering CNS-1117811 47.070 1,803
Computer and Information Science and Engineering CNS-1265351 47.070 17,786
Computer and Information Science and Engineering 11S-1125412 47.070 138,880
Biological Sciences 10S-1022058 47.074 74,224
Biological Sciences MCB-0644015 47.074 18,976
Social, Behavioral, and Economic Sciences BCS-0953967 47.075 50,451
Social, Behavioral, and Economic Sciences SES-0933810 47.075 83,734
Education and Human Resources DRL-1157678 47.076 425,057
Education and Human Resources DUE-0817531 47.076 (9,758)
Education and Human Resources DUE-0942179 47.076 17,268
Education and Human Resources DUE-1123323 47.076 40,459
Education and Human Resources DUE-1140772 47.076 10,019
Office of International and Integrative Activities OISE-1266075 47.079 23,202
Office of Cyberinfrastructure OCI-1047963 47.080 87,311
Office of Cyberinfrastructure 0OCI-1054974 47.080 100,332
ARRA Trans-NSF Recovery Act Research Support CNS-0916743 47.082 82,684
ARRA Trans-NSF Recovery Act Research Support DMS-0914923 47.082 24,189
ARRA Trans-NSF Recovery Act Research Support OCI-0904670 47.082 112,318
4,381,144
Department of Veterans Affairs:
Veterans Benefits Administration 518-D05033 64.XXX 1,441
Veterans Benefits Administration 598-D15032 64. XXX 62,996
64,437
Department of Energy:
Office of Science Financial Assistance Program DE-FG02-01ER41159 81.049 6,559
Office of Science Financial Assistance Program DE-FG02-94ER40840 81.049 105,228
Office of Science Financial Assistance Program DE-SC0002100 81.049 26,896
Office of Science Financial Assistance Program DE-SC0007952 81.049 85,053
Office of Science Financial Assistance Program DE-SC0008150 81.049 75,329
Office of Science Financial Assistance Program DE-SC0008347 81.049 245,082
University Coal Research DE-FE0003997 81.057 118,597
Renewable Energy Research and Development DE-EE0000461 81.087 237,821
ARRA Renewable Energy Research and Development DE-EE0001380 81.087 62,948
ARRA Renewable Energy Research and Development DE-EE0002979 81.087 512,164
Renewable Energy Research and Development DE-FC26-08NT02875 81.087 287,859
ARRA Renewable Energy Research and Development DE-FC26-08NT02875 81.087 1,051,001
Defense Nuclear Nonproliferation Research (B) DE-NA0000422 81.113 107,008
Nuclear Energy Research, Development and Demonstration (B) DE-NE0000343 81.121 30,238
ARRA Electricity Delivery and Energy Reliability, Research, Development, anc
Analysis (B) DE-OE0000449 81.122 821,094
Electricity Delivery and Energy Reliability, Research, Development, anc
Analysis (B) DE-OE0000624 81.122 191,634
3,964,511
Department of Education:
Graduate Assistance in Areas of National Need P200A090137 84.200 103,297
103,297
Department of Health and Human Services:
Food and Drug Administration — Research 5U01FD003801 93.103 4,546,600
Food and Drug Administration — Research HHSF223201000003C 93.103 262,693
Research Related to Deafness and Communication Disorders 1R15DC011650-01 93.173 118,829
Mental Health Research Grants 5P20MH085981 93.242 1,124,394
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ILLINOIS INSTITUTE OF TECHNOLOGY
Schedule of Expenditures of Federal Awards

Year ended May 31, 2013

CFDA Federal
Program title Award number number expenditures
Discovery and Applied Research for Technological Innovations to
Improve Human Health 5R01EB009905-03 93.286 337,664
Discovery and Applied Research for Technological Innovations to
Improve Human Health 1R25EB013121-01A1 93.286 16,534
Minority Health and Health Disparities Research 1R24MD007925-01 93.307 63,296
Cancer Treatment Research 5R01CA112503-03 93.395 47,872
Cancer Biology Research 5R01CA128114-05 93.396 200,750
Cancer Research Manpower 5F32CA136102-03 93.398 17,833
ARRA Trans-NIH Recovery Act Research Support 1R15EY020807-01 93.701 113,863
Cardiovascular Diseases Research 5R01HL091017-05 93.837 376,788
ARRA Cardiovascular Diseases Research 3R01HL091017-02S1 93.837 6,216
Cardiovascular Diseases Research 1R21HL108272-01 93.837 59,995
Diabetes, Digestive, and Kidney Diseases Extramural Research 5R01DK085611-2 93.847 48,908
Extramural Research Programs in the Neurosciences and Neurological Disorders 1R21NS076827-01A1 93.853 121,413
Allergy Immunology and Transplantation Research 5R01AI1073892-04 93.855 169,840
Biomedical Research and Research Training 9P41GM103622-17 93.859 1,620,150
9,253,638
Department of Homeland Security:
Department of Homeland Security Programs HSHQDC-10-C-00173 97. XXX 63,399
63,399
Research and Development Cluster — Direct Awards 22,363,516
Research and Development Cluster — Indirect Awards:
Department of Agriculture:
Integrated Programs:
Passed through:
University of Georgia 10.303 24,578
North Carolina State University 10.310 58,868
Texas Woman’s University 10.310 20,411
103,857
Department of Defense:
Department of Defense Contracts — passed through:
Alion Science and Technology Corporation 12. XXX 97,813
Engility Corporation 12. XXX 279,252
Jacobs Technology Inc 12. XXX 17,630
Transition 45 Technologies Inc 12. XXX 202,355
L-3 Communications, Inc 12. XXX 23,773
Basic Scientific Research — passed through:
DGNSS Solutions LLC 12.431 3,979
University of Maryland Eastern Shore 12.431 18,332
Air Force Defense Research Sciences Program — passed through:
Lickenbroack Technologies LLC 12.800 8,184
Princeton University 12.800 70,907
Research and Technology Development — passed through:
Micro Probe Incorporated 12.910 138,233
Northern Illinois University 12.910 36,936
897,394
Department of Justice:
Department of Justice Research Grant Programs passed through:
City of Chicago Police Department 16. XXX 245,798
245,798
Department of Transportation:
University Transportation Centers Program — passed through:
Purdue University 20.701 22,612
22,612
National Aeronautics and Space Administration:
Science Program — passed through:
University of Illinois 43.001 60,337
Space Operations — passed through:
Worcester Polytechnic Institute 43.007 4,530
64,867
National Science Foundation:
National Science Foundation Contracts — passed through:
University of Chicago 47.XXX (10,480)
Engineering Grants — passed through:
University of Connecticut 47.041 4,208
Washington University 47.041 8,869
Mathematical and Physical Sciences — passed through:
Adler Planetarium 47.049 83,397
University of California 47.049 135,506
University of Chicago 47.049 45,454

Computer and Information Science and Engineering — passed through:
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ILLINOIS INSTITUTE OF TECHNOLOGY

Schedule of Expenditures of Federal Awards
Year ended May 31, 2013

CFDA Federal
Program title Award number number expenditures
The College Board 47.070 4,042
Social, Behavioral, and Economic Sciences — passed through:
University of llinois 47.075 20,000
Education and Human Resources — passed through:
Chicago Pre-College Science & Engineering Program, Inc 47.076 13,493
Chicago State University 47.076 9,967
Office of Cyberinfrastructure — passed through:
Cornell University 47.080 13,325
Trans-NSF Recovery Act Research Support — passed through:
ARRA University of Illinois 47.082 37,422
365,203
Department of Veteran Affairs:
Department of Veteran Affairs — passed through:
Hines VA Hospital 64.XXX 113,502
113,502
Environmental Protection Agency:
Great Lakes Program — passed through:
Chicago Park District 66.469 17,541
Indiana University 66.469 9,334
University of Illinois 66.469 14,541
Office of Research and Development Consolidated Research/Training/
Fellowships — passed through:
HDR Engineering Inc. 66.511 52,115
Greater Research Opportunities (GRO) Fellowships For
Undergraduate Environmental Study — passed through:
Environmental Protection Industries, Inc 66.513 12,535
Environmental Policy and Innovation Grants — passed through:
Water Environment Research Foundation 66.611 43,180
149,246
Department of Energy:
Department of Energy Contracts — passed through:
Argonne National Laboratory 81.XXX 1,333,629
ARRA Argonne National Laboratory 81.XxX 41,545
Battelle Pacific Northwest National Laboratory 81.XxX 4,864
Brookhaven National Laboratory 81.XxX (16,830)
Fermi National Laboratory 81.XxX 585,796
Lawrence Livermore National Laboratory 81.XXxX 21,962
Los Alamos National Laboratory 81.XxX 32,563
Proton Energy Systems, Inc 81.XXX 32,853
Sandia National Labs 81.xxx 14,707
URS Energy and Construction Inc. 81.XxX 15,315
Office of Scientific and Technical Information — passed through:
Argonne National Laboratory 81.064 50,659
Renewable Energy Research and Development — passed through:
ARKEMA, Inc 81.087 116,233
E. 1. du Pont de Nemours and Company 81.087 250,475
Nuclear Energy Research, Development and Demonstration (B) — passed through:
Battelle Energy Alliance 81.121 126,401
2,610,172
Department of Education:
National Institute on Disability and Rehabilitation Research — passed through:
Rehabilitation Institute of Chicago 84.133 36,667
36,667
Department of Health and Human Services:
Food and Drug Administration Programs — passed through:
Michigan Research Institute 93.XXX 131,518
Purdue University 93.Xxx 21,162
Food and Drug Administration Research — passed through:
National Institute for Pharmaceutical Technology and Education 93.103 20,712
Human Genome Research — passed through:
Electronic BioSciences, Inc 93.172 38,214
Substance Abuse and Mental Health Services:
Projects of Regional and National Significance (B) — passed through:
Lake County Health Department 93.243 77,095
Discovery and Applied Research for Technological Innovations
to Improve Human Health — passed through:
University of Colorado 93.286 42,910
University of Houston 93.286 38,719
Washington University 93.286 62,399
Cancer Detection and Diagnosis Research — passed through:
Washington University 93.394 45,970
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Schedule of Expenditures of Federal Awards
Year ended May 31, 2013

Summary of Significant Accounting Policies

(@)

(b)

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, 2013. 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 Budg@&MB) Circular A133 Audits of Institutions of States, Local Governments,

and NonProfit 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 ofBO®rcular A133. Such 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 Graetl{PFederal WorkStudy (FWS), and the Federal
Supplemental Educational Opportunity GrantSEOG) programs of the U.S. Department of
Education. Also, the University receives awardsnttke loans to eligible students under the Federal
Perkins Loan Program and the Federal Direct Loan Program (FDL).

Nonmajor Programs

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

Total expenditures in the Schedule do not directheg@ago the revenue line items on the University’s
May 31, 2013 consolidated statement of activitiese federal expenditures are classified in the
accompanying consolidated statement of ac#isitas government grants and contracts revenue,
totaling approximately $45,212,000. The rem@anigovernment grants and contracts consist of
approximately $3,675,000 afwards received from states and other sources, with the balance of
approximately $16,325,000 related to IIT Resednshitute, a consolidated separate legal entity.

Expenditure Recognition

Expenditures are recognized as incurred. Awapsbntéeng periods do not necessarily coincide with
the fiscal reporting period of the University. Tévdstence of certain credit balances on the Schedule
is primarily due to the reclassification of expenditiincurred and related revenue recorded in the
University’s prior fiscal reporting period.
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Schedule of Expenditures of Federal Awards
Year ended May 31, 2013

Indirect Costs

The University has four-year predetermined fixed recti cost rates, effective June 1, 2012 through
May 31, 2015, which have been negotiated with dggnizant agency, the U.S. Department of Health and
Human Services. The predetermined fixed rates Wwased on the University’s financial information for
fiscal year 2010. The base rates for on- and offpresrand FDA research web2%, 24%, and 9.5% of
modified total direct costs, respectively. Approxintyat®6,314,279 of indirect costs were reimbursed to
the University for the year ended May 31, 2013.

Federal Student Loan Programs

Loans made by the University to eligible studennhder federal student loan programs and federally
guaranteed loans issued to students of the Univdrgifyjnancial institutions during the fiscal year ended
May 31, 2013 are summarized as follows:

Direct loan programs — Perkins $ 1,389,963
Federal Direct Loans (FDL) 51,376,460
Total federal student loan
programs $ 52,766,423

The Perkins program is administered directly by tmiversity and balances and transactions relating to
this program are included in the University’s cdidaded financial statements. The balance of loans
outstanding under the Perkins program was $7,583@7May 31, 2013. The University received an

administrative cost allowance of $128,263 under th&iReprogram during the fiscal year ended May 31,

2013.

The University is responsible only for the performanteertain administrative duties with respect to the
FDL, and accordingly, these loans are not includeisidinancial statements, and it is not practical to
determine the balance of loans outstanding to stadeamd former students of the University under these
programs at May 31, 2013.
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2013 and 2012
(In thousands of dollars)

(4) Summary of Subrecipient Payments

Expenditures made to subrecipients under federaldsrar the year ended May 31, 2013 were as follows:

Research and Development Cluster:
Department of Health and Human

Services $ 1,026,440
Department of Defense 1,329,902
Department of Enexg 682,701
Department of Transportation (1,648)
National Science Foundation 299,783
Department of Agriculture 66,153
Agency of International

Development 27,442
Department of State 111,390

Other:
Department of Education 5,500
Small Business Administration 191,719
Total $ 3,739,382
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Independent Auditors’ Report on Internal Control over Financial
Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance witlGovernment Auditing Standards

The Board of Trustees
lllinois Institute of Technology:

We have audited, in accordance with the audistandards generally accepted in the United States of
America and the standards applicabdefinancial audits contained iGovernment Auditing Standards,

issued by the Comptroller General of the United Stdtes.consolidated financial statements of lllinois
Institute of Technology (the University), which comprise the consolidated statement of financial position
as of May 31, 2013, and the related consolidated statisnof activities and cash flows for the year then
ended, and the related notes to the consolidatedcimlastatements, and have issued our report thereon
dated October 3, 2013.

Internal Control over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered the
University’s internal control over financial reportingntérnal control) to determine the audit procedures
that are appropriate in the circumstances forphgose of expressing our opinion on the consolidated
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
University’s internal control. Accordingly, wdo not express an opinion on the effectiveness of the
University’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal coursgedbrming 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, slu that there is a reasonable podigibthat a material misstatement of

the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or combinationdeficiencies, in internatontrol that is less severe

than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for theited purpose described in the first paragraph of this
section and was not designed to identify all deficiemdin internal control that might be material
weaknesses or significant deficiencies. Given thesgalions, during our audive did not identify any
deficiencies in internal control that we consideb#&omaterial weaknesses. However, material weaknesses
may exist that have not been identified.
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The University’s response to thetemal control over compliance findings identified in our audit is
described in the accompanying schedule of findimgsquestioned costs. The University’s responses were

not subjected to the auditing procedures applied in the audit of compliance, and accordingly, we express no
opinion on the responses.

The purpose of this report on internal control over compéas solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of OMB
Circular A133. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards by OMB Circular A133

We have audited the consolidated financial statésnehthe University as of and for the year ended
May 31, 2013, and have issued our report thereteddactober 3, 2013, which contained an unmodified
opinion on those consolidated financial statemedts.audit was conducted for the purpose of forming an
opinion on the consolidated financial statementa asole. The accompanying schedule of expenditures

of federal awards is presented for purposes of additeraysis as required by OMB Circular A133 and is

not a required part of the consolidated financiateshents. Such information is the responsibility of
management and was derived from and relates directhe underlying accounting and other records used

to prepare the consolidated financial statement® ififormation has been subjected to the auditing
procedures applied in the audit of the consolidateanitial statements and certain additional procedures,
including comparing and reconciling such infotioa directly to the underlying accounting and other
records used to prepare the consolidated financial statements or to the consolidated financial statements
themselves, and other additional procedures in aaocedwith auditing standards generally accepted in
the United States of America. In our opinion, the schedule of expenditure of federal awards is fairly stated,
in all material respects, in relation to ttensolidated financial statements as a whole.

Chicago, lllinois
October 3, 2013
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ILLINOIS INSTITUTE OF TECHNOLOGY
Schedule of Findings and Questioned Costs
Year ended May 31, 2013

Effect

Failure to accurately identify inforation in student loan records pret@ithe University from collecting
Perkins Loan repayments in accordance with program requirements.

Recommendation

We recommend that the University work with its seevprovider to verify the accuracy of student loan
records to ensure students enter repayimesiccordance with program regulations.

View of Responsible Officials

Management agrees with the finding that the servioeiger verify the accuracy dhe student loans. The
University and the service provider will implement avretudent loan report to ensure the students enter
into the repayment status per federal guidelinesaddition, the University and service provider are
validating the student loan data ag& ensure all records are accurate.
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