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Independent Auditors�¶ Report 

The Board of Trustees 
Illinois Institute of Technology: 

We have audited the accompanying consolidated financial statements of Illinois Institute of Technology, 
which comprise the consolidated statements of financial position as of May 31, 2014 and 2013, and the 
related consolidated statements of activities and cash flows for the years then ended, and the related notes 
to the consolidated financial statements. 

Management�¶s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with U.S. generally accepted accounting principles; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
consolidated financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors �¶ Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditors�¶ judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to 
fraud or error. In making those risk assessments, the auditors consider internal control relevant to the 
entity�¶s preparation and fair presentation of the consolidated financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the entity�¶s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

 

 
 

KPMG LLP  
Aon Center 
Suite 5500 
200 East Randolph Drive 
Chicago, IL 60601-6436 
 

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Illinois Institute of Technology as of May 31, 2014 and 2013, and the 
changes in its net assets and its cash flows for the years then ended, in accordance with U.S. generally 
accepted accounting principles. 

 

Chicago, Illinois 
October 23, 2014 

 

 

 



ILLINOIS INSTITUTE OF TECHNOLOG Y

Consolidated Statements of Financial Position

May 31, 2014 and 2013

(In thousands of dollars)

Assets 2014 2013

Cash $ 17,542   11,181   
Notes and accounts receivable:

Grants and contracts, less allowance of $251 in 2014 and
$402 in 2013 7,576   11,332   

Students:
Tuition, less allowance of $894 in 2014 and $1,006 in 2013 3,589   2,284   
Notes, less allowance of $716 in 2014 and $360 in 2013 10,080   10,618   

Other, less allowance of $838 in 2014 and $378 in 2013 682   1,579   
Pledges, net (note 5) 20,407   27,330   

Inventories, prepaid expenses, and deferred charges 5,035   4,245   
Investments (note 2) 247,897   217,262   
Bond proceeds held by trustees 2,713   4,197   
Physical properties, less accumulated depreciation (note 7) 259,358   269,007   
Beneficial interest in perpetual trusts (note 8) 21,123   21,298   

Total assets $ 596,002   580,333   

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued expenses $ 16,448   17,501   
Accrued salaries and wages 14,495   13,111   
Deferred revenue 16,084   12,340   
Deposits by students and others 2,234   1,940   
Accrued postretirement benefit obligation (note 10) 2,979   2,623   
Obligation under split-interest agreements 864   837   
Notes and bonds payable (note 9) 209,970   216,115   
Advances from the U.S. government for student loans 8,117   8,117   
Asset retirement obligation 3,222   3,671   

Total liabilities 274,413   276,255   

Net assets (note 11):
Unrestricted 66,405   60,439   
Temporarily restricted 48,000   41,946   
Permanently restricted 207,184   201,693   

Total net assets 321,589   304,078   

Total liabilities and net assets $ 596,002   580,333   

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

Consolidated Statements of Cash Flows

Years ended May 31, 2014 and 2013

(In thousands of dollars)

2014 2013

Cash flows from operating activities:
Increase in net assets $ 17,511   37,470   
Adjustments to reconcile increase (decrease) in net assets to net cash

provided by (used in) operating activities:
Private gifts restricted for long-term investment (13,958)  (24,817)  
Depreciation 14,199   14,681   
Loss (gain) on beneficial interest in perpetual trusts 175   (1,245)  
Net (gain) loss on disposal of assets (1,435)  13   
Net gain on investments (21,159)  (26,042)  
Accretion on asset retirement obligation 822   803   
Changes in assets and liabilities:

Receivables: tuition, grants, affiliate, and other 10,271   (598)  
Inventories, prepaid expenses, and deferred charges (790)  54   
Accounts payable and accrued expenses (1,053)  (2,648)  
Accrued salaries and wages 1,384   (927)  
Deferred revenue 3,744   (1,362)  
Deposits by students and others 294   (579)  
Accrued postretirement benefit obligation 356   157   
Obligations under split-interest agreements 27   59   
Asset retirement obligation (1,271)  (1,293)  

Net cash provided by (used in) operating activities 9,117   (6,274)  

Cash flows from investing activities:
Proceeds from sale of investments 50,314   32,655   
Purchase of investments (59,790)  (47,436)  
Change in bond proceeds held by trustees, net 34   13   
Sale of bond proceeds held by trustees 1,450   —    
Purchase of physical properties (8,999)  (9,555)  
Sale of physical properties 5,884   —    
Issuance of notes receivable (4,576)  (1,637)  
Payments received on notes receivable 5,114   1,770   

Net cash used in investing activities (10,569)  (24,190)  

Cash flows from financing activities:
Private gifts restricted for long-term investment 13,958   24,817   
Payments on notes and bonds payable (16,545)  (1,545)  
Proceeds from issuance of bonds payable 10,400   —    

Net cash provided by financing activities 7,813   23,272   

Change in cash 6,361   (7,192)  

Cash at:
Beginning of year 11,181   18,373   

End of year $ 17,542   11,181   

Supplemental disclosure of cash flow information:
Cash paid for interest $ 10,119   10,134   

See accompanying notes to consolidated financial statements.
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ILLINOIS INSTITUTE O F TECHNOLOGY  

Notes to Consolidated Financial Statements 

May 31, 2014 and 2013 

















ILLINOIS INSTITUTE O F TECHNOLOGY  

Notes to Consolidated Financial Statements 

May 31, 2014 and 2013 

(In thousands of dollars) 

 16  (Continued) 

 

 



ILLINOIS INSTITUTE O F TECHNOLOGY  

Notes to Consolidated Financial Statements 

May 31, 2014 and 2013 

(In thousands of dollars) 

 17  (Continued) 

2013 Redemption �'�D�\�V�¶
Level 1 Level 2 Level 3 Total or liquidation notice

Hedged equity funds of funds:
�0�X�O�W�L�S�O�H���V�W�U�D�W�H�J�L�H�V���±

total return $ �²���� �²���� 8,985  8,985  Locked-up (1) 60    
�0�X�O�W�L�S�O�H���V�W�U�D�W�H�J�L�H�V���±

absolute return �²���� �²���� 3,568  3,568  Locked-up (1) 60    

Total �²���� �²���� 12,553  12,553  

Private equity and venture
capital funds:

Commonfund capital
international �²���� �²���� 1,211  1,211  None N/A

Commonfund capital
venture �²���� �²���� 1,880  1,880  None N/A

Commonfund capital
private equity �²���� �²���� 2,344  2,344  None N/A

Roundtable �²���� �²���� 515  515  None N/A

Total �²���� �²���� 5,950  5,950  

Real assets:
IIT Tower �²���� �²���� 4,000  4,000  Illiquid (2) N/A

Total �²���� �²���� 4,000  4,000  

Other securities:
Fixed income (IITRI) 5,383  �²���� �²���� 5,383  Daily One
Domestic equities 402  �²���� �²���� 402  Daily One

Total 5,785  �²���� �²���� 5,785  

Total investments $ 194,759  �²���� 22,503  217,262  

Other assets:
Cash $ 11,181  �²���� �²���� 11,181  Daily One
Bond proceeds 4,197  �²���� �²���� 4,197  Daily One
Perpetual trusts �²���� �²���� 21,298  21,298  None N/A

Total other assets 15,378  �²���� 21,298  36,676  

Total $ 210,137  �²���� 43,801  253,938  

(1) One year from the initial investment
(2) Real estate property owned by endowment

 



ILLINOIS INSTITUTE O F TECHNOLOGY  

Notes to Consolidated Financial Statements 

May 31, 2014 and 2013 

(In thousands of dollars) 

 18  (Continued) 

Aggregate investment liquidity as of May 31, 2014 and 2013 is presented below based on redemption or 
sale period: 

 

The tables below present a reconciliation and income statement classification of gains and losses for all 
assets measured at fair value on a recurring basis using significant unobservable inputs (Level 3) for the 
years ended May 31, 2014 and 2013: 

 













ILLINOIS INSTITUTE O F TECHNOLOGY  

Notes to Consolidated Financial Statements 

May 31, 2014 and 2013 

(In thousands of dollars) 

 24  (Continued) 

The delinquency status as of May 31, 2013 is as follows: 

Perkins Institutional Total

Performing $ 6,898   2,504   9,402   
Nonperforming (defaulted) 635   941   1,576   

Balance at May 31, 2013 $ 7,533   3,445   10,978   

 

The aging of financing receivables as of May 31, 2014 is presented as follows: 

Total
Aging �����±���� �����±���� 91+ past due Total current Total

Perkins $ 132  245  665  1,042  6,484  7,526  
Institutional 85  50  1,354  1,489  1,781  3,270  

Total $ 217  295  2,019  2,531  8,265  10,796  

 

The aging of financing receivables as of May 31, 2013 is presented as follows: 

Total
Aging �����±���� �����±���� 91+ past due Total current Total

Perkins $ 178  196  702  1,076  6,457  7,533  
Institutional 35  29  1,216  1,280  2,165  3,445  

Total $ 213  225  1,918  2,356  8,622  10,978  

 

Allowances for estimated losses are established based on prior collection experience and observed trends 
in the rate of default, as well as a consideration of current economic trends and indicators. Loan balances 
are written off when they are deemed to be ultimately uncollectible. Since student loans under the Perkins 
loan program can be assigned to the government when no longer collectible, a Perkins loan write-off will 
reduce the amount refundable to the government. 

Changes in allowance for estimated losses on financing receivables as of May 31, 2014 are presented as 
follows: 

Balance at June 1, 2013 $ 360   
Write-off (25)  
Increase reserve 381   

Balance at May 31, 2014 $ 716   
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Notes to Consolidated Financial Statements 

May 31, 2014 and 2013 

(In thousands of dollars) 

 25  (Continued) 

Changes in allowance for estimated losses on financing receivables as of May 31, 2013 are presented as 
follows: 

Balance at June 1, 2012 $ 498   
Write-off (138)  

Balance at May 31, 2013 $ 360   

 

(7) Physical Properties 

The University�¶s consolidated physical properties consisted of the following as of May 31: 

2014 2013

Land and land improvements $ 24,194   28,729   
Building and building improvements 393,224   385,352   
Equipment and library collection 90,359   88,755   
Construction in progress 4,603   5,846   

Total physical properties 512,380   508,682   

Less accumulated depreciation 253,022   239,675   

Physical properties, net $ 259,358   269,007   

 

On August 15, 2013, the University sold a land parcel for $5,985. The University recorded a $1,449 gain in 
2014. 

(8) Beneficial Interest in Perpetual Trusts 

The University is an income beneficiary of certain irrevocable trusts that are held and controlled by 
independent trustees. The University has no equity interest in the principal of these trusts. At May 31, 2014 
and 2013, the share of these trusts from which the University derives income had a combined fair value of 
$21,123 and $21,298, respectively. These trusts provided unrestricted income of $1,770 and $751 in fiscal 
2014 and 2013, recorded in investment income on the consolidated statements of activities. 
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Notes to Consolidated Financial Statements 

May 31, 2014 and 2013 

(In thousands of dollars) 
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(9) Notes and Bonds Payable 

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

Interest rate 2014 2013

University:
IFA Bonds, Series 2006, payable in

varying installments through 2036 5.00% and 6.10% $ 156,925   160,000   
IFA Bonds, Series 2009, payable in

varying installments through 2034 4.750% to 7.125% 28,645   29,340   
�,�,�7�5�,���±���,�)�$���6�H�U�L�H�V���������������S�D�\�D�E�O�H���L�Q

varying installments through 2034 Variable �²�������� 12,775   
�,�,�7�5�,���±���,�)�$���6�H�U�L�H�V���������������S�D�\�D�E�O�H���L�Q

varying installments through 2034 Variable 10,400   �²��������
Short-term line of credit Various 14,000   14,000   

Total notes and bonds
payable $ 209,970   216,115   

 

The following is a summary of required principal payments on outstanding secured obligations as of 
May 31, 2014: 

 

In March 2006, the University issued $160,000 in fixed rate revenue bonds through the Illinois Finance 
Authority (IFA) consisting of $153,600 (IFA Series 2006A) and $6,340 (IFA Series 2006B). Proceeds 
from the bonds were used to advance refund the IEFA Series 1999 Bonds, refund the outstanding IEFA 
Series 2000 Bonds, refund the outstanding IEFA Series 2004 Bonds, and finance a portion of the costs of 
the construction, renovation, and equipping of certain of the educational facilities of the University and pay 
for certain expenses incurred in conjunction with the issuance of the Series 2006A and 2006B Bonds. The 
fixed rate on the Series 2006A Bonds is 5% with serial bonds maturing from April  2016 through 2036 and 
term bonds due April  1, 2031 and April  1, 2036. The Series 2006B term bond bears a 6.10% rate maturing 
April  1, 2015. 
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Notes to Consolidated Financial Statements 

May 31, 2014 and 2013 

(In thousands of dollars) 

 28  (Continued) 

May 31 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: 

 

 

In fiscal year 2008, the University adopted FASB ASC Section 715 Subtopic 60, Defined Benefit Plans �± 
Other Postretirement. The accumulated charge to unrestricted net assets consists of amounts that have not 
yet been recognized in net periodic benefit cost at May 31 are as follows: 

 

These amounts will be subsequently recognized in future years as components of net periodic pension cost. 
The estimated amortization of transition obligation, prior service cost, and net losses in the next fiscal year 
is $0, $12, and $37, respectively. 
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Notes to Consolidated Financial Statements 

May 31, 2014 and 2013 

(In thousands of dollars) 
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(b) Estimated Future Benefits Payments 

The following benefit payments, which reflect expected future service, are expected to be paid for 
each of the fiscal years ending May 31: 

Fiscal year:
2015 $ 160   
2016 174   
2017 174   
2018 183   
2019 191   
���������±�������� 1,028   

 

(c) Plan Amendment 

Effective August 1, 2007, the plan was amended to eliminate post-65 benefits for all retirees, both 
current and future. There was also a group of faculty participants who were offered a special option 
under which the University would reimburse their premiums for post-65 retiree coverage. This 
special benefit option was only available through May 31, 2008. Participants had to sign up by this 
date in order to participate. 

(11) Net Assets 

Certain unrestricted net assets are designated for specific purposes by the board of trustees of the 
University and are summarized as follows at May 31: 

 


















