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KPMG

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of lllinois Institute of Technology as of May 31, 2016 and 2015, 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.

KPMe LLP

Chicago, Illinois
October 27, 2016



ILLINOIS INSTITUTE OF TECHNOLOGY
Consolidated Statements of Financial Position
May 31, 2016 and 2015

(In thousands of dollars)

Assets 2016 2015

Cash $ 8,246 13,931
Notes and accounts receivable:
Grants and contracts, less allowance of $222 in 2016 and

$219in 2015 7,891 6,739

Students:
Tuition, less allowance of $1,022 in 2016 and $813 in 2015 5,186 10,576
Notes, less allowance of $619 in 2016 and $712 in 2015 9,674 9,883
Other, less allowance of $672 in 2016 and $715 in 2015 1,084 1,623
Pledges, net (note 5) 18,899 23,482
Inventories, prepaid expenses, and deferred charges 4,496 4,737
Investments (note 2) 232,807 243,584
Bond proceeds held by trustees 2,778 2,722
Physical properties, less accumulated depreciation (note 7) 269,122 266,599
Beneficial interest in perpetual trusts (note 8) 19,540 21,212
Total assets $ 579,723 605,088

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued expenses $ 14,583 19,450
Accrued salaries and wages 15,906 14,928
Deferred revenue 16,013 19,926
Deposits by students and others 2,236 1,780
Accrued postretirement benefit obligation (note 10) 2,625 3,488
Obligation under split-interest agreements 476 587
Notes and bonds payable (note 9) 198,900 204,975
Advances from the U.S. government for student loans 7,954 8,117
Asset retirement obligation 2,034 2,473
Total liabilities 260,727 275,724
Net assets (note 11):
Unrestricted 57,579 74,621
Temporarily restricted 54,630 46,997
Permanently restricted 206,787 207,746
Total net assets 318,996 329,364
Total liabilities and net assets $ 579,723 605,088

See accompanying notes to consolidated financial statements.



ILLINOIS INSTITUTE OF TECHNOLOGY

Consolidated Statement of Activities
Year ended May 31, 2016

(In thousands of dollars)

Temporarily Permanently
Unrestricted restricted restricted Total
Operating revenue:
Tuition and fees, net of scholarships of $97,588 $ 152,099 — — 152,099
Government grants and contracts 52,673 — — 52,673
Private grants and contracts 14,685 — — 14,685
Private gifts 9,790 2,699 — 12,489
Endowment spending distribution (note 4) 8,841 — — 8,841
Endowment net assets released from restrictions 3,759 — — 3,759
Sales and services of auxiliary enterprises 14,509 — — 14,509
Other sources 17,745 — — 17,745
Net assets released from restrictions 354 (354) — —
Total operating revenue 274,455 2,345 — 276,800
Operating expenses:
Faculty salaries 65,043 — — 65,043
Administrative salaries 53,645 — — 53,645
Part-time salaries 14,430 — — 14,430
Employee benefits 26,851 — — 26,851
Operations and maintenance 25,906 — — 25,906
Supplies and services 41,240 — — 41,240
Professional fees and advertising 13,635 — — 13,635
IITRI research 16,602 — — 16,602
Interest on indebtedness 9,993 — — 9,993
Depreciation 13,977 — — 13,977
Total operating expenses 281,322 — — 281,322
(Decrease) increase in net assets from
operating activities (6,867) 2,345 — (4,522)
Nonoperating revenue and expenses:
Private gifts — 11,153 777 11,930
Net loss on investments (note 2) (5,381) (3,102) (64) (8,547)
Net loss on beneficial interest on perpetual trusts — — (1,672) (1,672)
Endowment spending distribution (note 4) (8,709) (3,891) — (12,600)
Investment income (note 2) 3,375 1,107 — 4,482
Change in asset retirement obligation 715 — — 715
Other (175) 21 — (154)
Increase (decrease) in net assets from
nonoperating activities (10,175) 5,288 (959) (5,846)
Increase (decrease) in net assets (17,042) 7,633 (959) (10,368)
Net assets at beginning of year 74,621 46,997 207,746 329,364
Net assets at end of year $ 57,579 54,630 206,787 318,996

See accompanying notes to consolidated financial statements.
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ILLINOIS INSTITUTE OF TECHNOLOGY
Consolidated Statements of Cash Flows
Years ended May 31, 2016 and 2015

(In thousands of dollars)

2016 2015

Cash flows from operating activities:
(Decrease) increase in net assets $ (10,368) 7,775
Adjustments to reconcile increase (decrease) in net assets to net cash
provided by operating activities:

Private gifts restricted for long-term investment (7,347) (5,256)
Depreciation 13,977 13,945
Loss (gain) on beneficial interest in perpetual trusts 1,672 (89)
Net loss (gain) on investments 8,547 (7,352)
Accretion on asset retirement obligation 715 1,883
Changes in assets and liabilities:
Receivables: tuition, grants, pledges, and other 9,360 (10,166)
Inventories, prepaid expenses, and deferred charges 241 298
Accounts payable and accrued expenses (4,867) 3,002
Accrued salaries and wages 978 433
Deferred revenue (3,913) 3,842
Deposits by students and others 456 (454)
Accrued postretirement benefit obligation (863) 509
Obligations under split-interest agreements (111) 277)
Advances from the U.S. government for student loans (163) —
Asset retirement obligation (1,154) (2,632)
Net cash provided by operating activities 7,160 5,461
Cash flows from investing activities:
Proceeds from sale of investments 37,584 43,791
Purchase of investments (35,354) (32,126)
Change in bond proceeds held by trustees, net (56) 9)
Purchase of physical properties (16,500) (21,186)
Issuance of notes receivable (1,691) (1,921)
Payments received on notes receivable 1,900 2,118
Net cash used in investing activities (14,117) (9,333)
Cash flows from financing activities:
Private gifts restricted for long-term investment 7,347 5,256
Payments on notes and bonds payable (6,075) (4,995)
Net cash provided by financing activities 1,272 261
Change in cash (5,685) (3,611)
Cash at:
Beginning of year 13,931 17,542
End of year $ 8,246 13,931

Supplemental disclosure of cash flow information:
Cash paid for interest $ 9,706 9,949

See accompanying notes to consolidated financial statements.



























ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2016 and 2015
(In thousands of dollars)
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2016 and 2015
(In thousands of dollars)
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2016 and 2015
(In thousands of dollars)

Endowment net assets consist of the following as of May 31, 2016:

Temporarily Permanently
Unrestricted restricted restricted Total
Donor-restricted endowment
corpus $ (17,545) 10,028 180,355 172,838
Donor-restricted endowment
pledges 2 2 2,615 2,615
Board-designated funds 51,395 2 2 51,395
Total $ 33,850 10,028 182,970 226,848

Endowment net assets consist of the following as of May 31, 2015:
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2016 and 2015
(In thousands of dollars)

The following is a summary showing the expected timing of collection of total gross unconditional pledges
receivable outstanding as of May 31, 2016:

Fiscal year(s) Amount
Less than one year $ 8,834
1to 5years 10,267
$ 19,101

(6) Financing Receivables

The University § financing receivables consist of a revolving loan fund for Federal Perkins Loans for which
the University acts as an agent for the federal government and institutional loan funds created by the
University to assist students in funding their education. These loans are valued based on the outstanding
principal balance, less an allowance for estimated losses. Interest earned on outstanding loan balances is
recorded based on the terms of the individual loan agreements and continues to accrue even when past
due.

The availability of funds for loans under the Federal Perkins Loan program is dependent on
reimbursements to the pool from repayments on outstanding loans. Funds held in the federal loan
programs of $7,954 and $8,117 are ultimately refundable to the government and are classified as a
liability in the consolidated statements of financial position as of May 31, 2016 and 2015, respectively.

Balances of financing receivables as of May 31, 2016 consist of the following:

Balances of financing receivables as of May 31, 2015 consist of the following:
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ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2016 and 2015
(In thousands of dollars)

(9) Notes and Bonds Payable

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

Interest rate 2016 2015
University:
IFA Bonds, Series 2006, payable in
varying installments through 2036 5.00% and 6.10% $ 149,360 153,660
IFA Bonds, Series 2009, payable in
varying installments through 2034 4.750% to 7.125% 27,140 27,915
,,75, £ )$ 6HULHV SD\DEOH LQ
varying installments through 2034 Variable 8,400 9,400
Short-term line of credit Various 14,000 14,000
Total notes and bonds
payable $ 198,900 204,975

The following is a summary of required principal payments on outstanding secured obligations as of

May 31, 2016:

In March 2006, the University issued $160,000 in fixed rate revenue bonds through the lllinois 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 that

matured on April 1, 2015.

In July 2009, the University issued $30,000 in fixed rate revenue bonds through the lllinois Finance
Authority (IFA Series 2009). Proceeds from the bonds were used to finance a portion of the costs of the

25

(Continued)















ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2016 and 2015
(In thousands of dollars)

(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:

2016 2015
Endowments
Board designated $ 51,395 54,647
Donor restricted (17,545) (11,075)
Endowments total 33,850 43,572
Undesignated
Unrestricted for university operations (38,617) (43,010)
Loan fund 5,834 5,709
Net investment in plant 56,512 68,350
Undesignated total 23,729 31,049
Total $ 57,579 74,621
Donor restrictions on temporarily restricted net assets consist of the following at May 31.:
2016 2015
General operations $ 18,761 17,117
Endowment 10,028 15,544
Donor-designated for plant 23,305 11,139
Scholarships 1,575 2,287
Split-interest annuity agreements 961 910
Total $ 54,630 46,997
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(15)

ILLINOIS INSTITUTE OF TECHNOLOGY
Notes to Consolidated Financial Statements
May 31, 2016 and 2015
(In thousands of dollars)

North LaSalle. On August 28, 2015, the University elected its one-time right to terminate the lease
effective as of August 31, 2015.

In March 2010, the University entered into a seven-year agreement to lease additional space of the
Technology Business Center, which was effective June 2010. Related to this University’s agreement,
Townsend and the University agreed to establish a charitable donation to offset the University’s expenses
attributed to the agreement until May 2013. In June 2013, the University began funding the lease
payments with University funds.

In May 2012, the University entered into an agreement with Chicagoland Entrepreneurial Center for space
on the twelfth floor of the Merchandise Mart through April 30, 2013. Prior to its expiration, the University
elected to exercise its option to extend the agreement through June 30, 2017.

The University also entered into an agreement with Academic Analytics, LLC for the use of a Web-based
data portal to access content and tools of the database. The terms of the agreement extend to June 30,
2016.

A schedule of current and future operating lease commitments under these lease obligations are as
follows:

Year ending May 31:

2016 $ 2,137
2017 973
2018 961
2019 985
2020 1,009
2021 1,034
Thereafter 4,525

$ 11,624

Contingencies

The University is a defendant in legal proceedings arising in the ordinary course of its business. Although
the outcome of these proceedings cannot presently be determined, in the opinion of management,
disposition of these proceedings will not have a material adverse effect on the financial position of the
University.
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Independent Auditors ’ Report
on Supplementary Information

The Board of Trustees
lllinois Institute of Technology:

We have audited the consolidated financial statements of lllinois Institute of Technology as of and for the year
ended May 31, 2016, and have issued our report thereon dated October 27, 2016, which contained an
unmodified opinion on those consolidated financial statements. Our audit was performed for the purpose of
forming an opinion on the consolidated financial statements as a whole. The supplementary information
included in Schedules 1 through 3 is presented for the purposes of additional analysis, and is not a required
part of the consolidated financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the
consolidated financial statements. The information has been subjected to the auditing procedures applied in
the audit of the consolidated financial statements and certain additional procedures, including comparing and
reconciling such information 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 accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the consolidated financial
statements as a whole.

KPMe LIP

Chicago, Illinois
October 27, 2016
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ILLINOIS INSTITUTE OF TECHNOLOGY
Consolidating Statement of Activities
Year ended May 31, 2016

(In thousands of dollars)

Operating revenue:
Tuition and fees, net of scholarships of $97,588
Government grants and contracts
Private grants and contracts
Private gifts
Endowment spending distribution
Endowment net assets released from restrictions
Sales and services of auxiliary enterprises
Other sources
Net assets released from restrictions

Total operating revenue

Operating expenses:
Faculty salaries
Administrative salaries
Part-time salaries
Employee benefits
Operations and maintenance
Supplies and services
Professional fees and advertising
IITRI research
Interest on indebtedness
Depreciation

Total operating expenses

(Decrease) increase in net assets from operating activities

Nonoperating revenue and expenses:
Private gifts
Net loss on investments
Net loss on beneficial interest on perpetual trusts
Endowment spending distribution
Investment income
Change in asset retirement obligation
Other
Equity income from IITRI

Increase (decrease) in net assets from nonoperating activities

Increase (decrease) in net assets
Net assets at beginning of year
Net assets end of year

(a) Elimination of inter-entity utility income and expense

(b) Elimination of equity interest in ITRI earnings and contribution to IIT

See accompanying independent auditors’ report.

Schedule 2

Unrestricted Temporarily Permanently
Inter-entity restricted — restricted —
University IITRI eliminations Total University University Total

$ 152,099 — — 152,099 — — 152,099
41,764 10,909 — 52,673 — — 52,673
4,589 10,096 — 14,685 — — 14,685
9,790 — — 9,790 2,699 — 12,489
8,841 — — 8,841 — — 8,841
3,759 — — 3,759 — — 3,759
14,509 — — 14,509 — — 14,509
19,913 — (2,168) (a) 17,745 — — 17,745
354 — — 354 (354) — —
255,618 21,005 (2,168) 274,455 2,345 — 276,800
65,043 — — 65,043 — — 65,043
53,645 — — 53,645 — — 53,645
14,430 — —_ 14,430 — —_ 14,430
26,851 — — 26,851 — — 26,851
25,906 — — 25,906 — — 25,906
41,240 — — 41,240 — — 41,240
13,635 — — 13,635 — — 13,635
— 18,770 (2,168) (a) 16,602 — — 16,602
9,901 92 — 9,993 — — 9,993
12,936 1,041 — 13,977 — — 13,977
263,587 19,903 (2,168) 281,322 — — 281,322
(7,969) 1,102 — (6,867) 2,345 — (4,522)
— — — — 11,153 777 11,930
(5,381) — — (5,381) (3,102) (64) (8,547)
— — — — — (1,672) (1,672)
(8,709) — — (8,709) (3,891) — (12,600)
3,293 82 — 3,375 1,107 — 4,482
715 — — 715 — — 715
(175) — — (175) 21 — (154)
1,184 — (1,184) (b) — — — —
(9,073) 82 (1,184) (10,175) 5,288 (959) (5,846)
(17,042) 1,184 (1,184) (17,042) 7,633 (959) (10,368)
74,621 15,304 (15,304) 74,621 46,997 207,746 329,364
$ 57,579 16,488 (16,488) 57,579 54,630 206,787 318,996
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