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PricewaterhouseCoopers LLP, 125 High Street, Boston, MA 02110
T: (617) 530 5000, F: (617) 530 5001, www.pwc.com/us

Report of Independent Auditors

To the Audit Committee of the
Massachusetts Institute of Technology

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
activities and cash flows present fairly, in all material respects, the financial position of the Massachusetts
Institute of Technology (the "Institute") as of June 30, 2010 and 2009, and the changes in its net assets
and its cash flows for the years then ended, in conformity with accounting principles generally accepted in
the United States of America. These financial statements are the responsibility of the Institute's
management. Our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits of these statements in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In accordance with Government Auditing Standards, we have also issued our report dated September 15,
2010 on our consideration of the Institute's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters
for the year ended June 30, 2010. The purpose of that report is to describe the scope of our testing of
internal control 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 is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.
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Our audit was conducted for the purpose of forming an opinion on the basic consolidated financial
statements taken as a whole. The accompanying Schedule of Expenditures of Federal Awards, including
the related Appendices A, B, and C, is presented for purposes of additional analysis as required by U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the basic consolidated financial statements. 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.

September 15, 2010
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SECTION II 

 
 
 

SCHEDULE OF EXPENDITURES OF FEDERAL 
AWARDS 

 
 
 



* These programs include ARRA expenditures, which are detailed in Appendix A, B, and C.

The accompanying notes are an integral part of this schedule.

Massachusetts Institute of Technology
Schedule of Expenditures of Federal Awards 

For the Year Ended June 30, 2010

Federal Grantor/ Pass Through Grantor/                                                                                
Program Title

Federal 
CFDA 

Number
 Federal 

Expenditures 

Research and Development
U.S. Department of Defense:
     Air Force 267,253,900$        
     Army 77,527,660            
     Navy 54,285,363            
     Defense Advance Research Project Agency 29,609,821            
     Ballistic Missile Defense Organization 78,331,823            
     National Security Agency 7,396,092              
     Classified 72,009,781            
     Other DOD 145,360,095          
     Passthrough 38,993,142            
Total Department of Defense 770,767,677$        

U.S. Department of Energy 65,493,619            
U.S. Department of Energy - Passthrough 7,619,490              
U.S. Department of Health and Human Services 142,591,970          
U.S. Department of Health and Human Services - Passthrough 15,530,858            
National Aeronautics & Space Administration 44,575,897            
National Aeronautics & Space Administration - Passthrough 10,208,904            
National Science Foundation 54,678,389            
National Science Foundation - Passthrough 15,325,553            
Federal Aviation Administration 39,142,073            
National Oceanic & Atmospheric Administration 5,355,872              
Other Federal Sponsors 16,727,285            
Other Federal Sponsors - Passthrough 1,157,701              
Total Research and Development, non-capital projects Appendix A 1,189,175,288$     

Research and Development, Capital Projects - ARRA Note 5 244,184                 
Total Research and Development* 1,189,419,472$     

Fellowships
National Science Foundation Fellowships 47.076 8,568,678$            
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* These programs include ARRA expenditures, which are detailed in Appendix A, B, and C.

The accompanying notes are an integral part of this schedule.

Federal Grantor/ Pass Through Grantor/                                                                                
Program Title

Federal 
CFDA 

Number

 Federal 
Expenditures 

Student Financial Assistance Cluster Expenditures
U.S. Department of Education Cluster:
     Grants:
          Pell 84.063 3,376,058$            
          Federal Supplemental Educational Opportunity 84.007 1,875,059              

Academic Competitiveness Grant 84.375 166,625                 
National SMART Grant 84.376 480,000                 

     Federal Work Study* 84.033 1,792,899              

     Federal Direct Stafford 84.268 15,276,240            

     Perkins: 84.038
          New Loans 7,251,387              
          Balance Outstanding From Prior Years 28,674,148            
          Loan Administrative Cost Allowance 444,129                 

     Guaranteed Loans:
          Parent Loans for Undergraduate Students (PLUS) 84.032 6,248,364              

Total Student Financial Assistance Cluster Expenditures 65,584,909$          

Other Federal Expenditures:   
Department of Defense Appendix B 230,014$               
Department of Defense - Passthrough Appendix C 4,391,544              
Department of Energy Appendix B 232,461                 
Department of Energy - Passthrough Appendix C 1,630,392              
Department of Health and Human Services Appendix B 2,241,245              
Department of Health and Human Services - Passthrough Appendix C 33,768                   
National Aeronautics & Space Administration Appendix B 1,008,642              
National Aeronautics & Space Administration - Passthrough Appendix C 460,753                 
National Science Foundation Appendix B 2,494,573              
National Science Foundation - Passthrough Appendix C 614,985                 
Miscellaneous Federal Government Appendix B 1,564,020              
Miscellaneous Federal Government - Passthrough Appendix C 233,429                 
Total Other Federal Expenditures* 15,135,826$          

Total Federal Expenditures 1,278,708,885$     
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Massachusetts Institute of Technology 
Notes to Schedule of Expenditures of Federal Awards 
June 30, 2010 
 
1. Basis of Presentation 

The accompanying schedule of expenditures of federal awards and appendices A, B and C (the 
"Schedule") summarizes the expenditures of the Massachusetts Institute of Technology (the 
"Institute") under programs of the federal government for the year ended June 30, 2010.  
Because the Schedule presents only a selected portion of the activities of the Institute, it is not 
intended to and does not present the financial position, changes in net assets and cash flows of 
the Institute. The accompanying Appendix A, B, and C provide detail on the federal awards 
expended by the Institute. 

For purposes of the Schedule, federal awards include all grants, contracts and similar 
agreements entered into directly between the Institute and agencies and departments of the 
federal government and all subawards to the Institute by nonfederal organizations pursuant to 
federal grants, contracts and similar agreements.  The information in this schedule is presented 
in accordance with the provisions of Office of Management and Budget Circular A-133, Audits of 
States, Local Governments, and Nonprofit Organizations.  Therefore, certain amounts presented 
in the Schedule may differ from amounts presented in, or used in preparation of, the 
consolidated financial statements.  CFDA and pass-through numbers are provided when 
available.  Negative amounts represent adjustments to amounts reported in prior years in the 
normal course of business. 

2. Summary of Significant Accounting Policies for Federal Expenditures 

Expenditures for direct costs are recognized as incurred using the accrual method of accounting 
and the cost accounting principles contained in OMB Circular A-21, Cost Principles for 
Educational Institutions.  Under those cost principles, certain types of expenditures are not 
allowable or are limited as to reimbursement.  Moreover, expenditures include a portion of costs 
associated with general Institute activities (facilities and administrative costs) which are allocated 
to awards under negotiated formulas commonly referred to as facilities and administrative rates. 

The Institute receives funding from federal government agencies for sponsored research under 
government grants and contracts.  These grants and contracts provide for reimbursement of 
indirect costs based on rates negotiated with the Office of Naval Research (ONR), the Institute's 
cognizant federal agency.  The Institute's indirect cost reimbursements are based on fixed rates 
with carryforward of under or over recoveries. 

The Defense Contract Audit Agency (DCAA) is responsible for auditing both direct and indirect 
charges to grants and contracts in support of ONR's negotiating responsibility.  The Institute has 
fixed rates for indirect costs through the 2009 fiscal year. 

3. Federal Student Loan Programs 

The Perkins Loan Program (CFDA #84.038) is administered directly by the Institute and 
balances and transactions relating to this program are included in the Institute's consolidated 
financial statements. 

The Federal Direct Stafford and PLUS (CFDA #84.268 and #84.032) loan programs are not 
administered by the Institute and balances and transactions relating to these programs are not 
included in the Institute's consolidated financial statements. 
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Massachusetts Institute of Technology 
Notes to Schedule of Expenditures of Federal Awards 
June 30, 2010 
 
4. Subrecipients 

In the Research and Development cluster (Appendix A-1, A-2 and A-3), a total of $106,674,691 
was passed-on to subrecipients. 

For other programs (Appendix B and C), a total of $107,076 was passed-on to subrecipients, as 
follows. 

 

Project Name 

 

CFDA 

Amount Passed 

to Subrecipients 

Cdio In Aerospace Engineering Education 43.000 $47,330 

Bbsi Hst-Mgh Summer Institute for     
Biomed 

47.041 $45,466 

Precise Localization of Neutron Star Sof 43.000 $14,280 

 

5. Research and Development Capital Projects 

In the Research and Development Cluster, the following amount was expended related to capital 
projects under direct awards received from the U.S. Department of Health and Human Services: 

 

Project Name 

 

CFDA 

 

Federal Expenditures 

ARRA – Extramural Research Facilities 
Improvements 

93.702 $244,184 
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Sponsor Program Program Name  Total

DIRECT AWARDS

DEPARTMENT OF DEFENSE
AIR FORCE
FA8721-05-C-0002 Various 251,337,728

ARMY
FA8721-05-C-0002 Various 50,124,758

MDA
FA8721-05-C-0002 Various 78,331,823

DARPA
FA8721-05-C-0002 Various 23,476,533

NAVY
FA8721-05-C-0002 Various 36,920,268

NSA
FA8721-05-C-0002 Various 7,396,092

OTHER DOD
FA8721-05-C-0002 Various 142,699,497

CLASSIFIED
FA8721-05-C-0002 Various 72,009,781

          Total Department Of Defense $ 662,296,480

NON-DEPARTMENT OF DEFENSE
FAA
FA8721-05-C-0002 Various 39,142,073

NASA-Prime
FA8721-05-C-0002 Various 24,111,902

NOAA
FA8721-05-C-0002 Various 5,355,872

DOE
FA8721-05-C-0002 Various 458,972

DHS
FA8721-05-C-0002 Various 13,258,028

OTHER CLASSIFIED
FA8721-05-C-0002 1846 $ 934,239
FA8721-05-C-0002 10035 1,723,885
FA8721-05-C-0002 10044 150,901
FA8721-05-C-0002 10084 4,183
FA8721-05-C-0002 10086 11,780
FA8721-05-C-0002 10094 10,628
FA8721-05-C-0002 10097 3,614
FA8721-05-C-0002 10119 1,181,556
FA8721-05-C-0002 10131 490,747
FA8721-05-C-0002 10142 839,459
          Total Other Classified $ 5,350,992

Total Direct Awards $ 749,974,319

Appendix A-2 Detail
Massachusetts Institute of Technology

Schedule of Federal Expenditures - Lincoln Laboratory
By Sponsor & Contract - FY 2010
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Appendix A-2 Detail
Massachusetts Institute of Technology

Schedule of Federal Expenditures - Lincoln Laboratory
By Sponsor & Contract - FY 2010

Sponsor Federal Contract Number Program Name  Total

PASSTHROUGH AWARDS

Research Corporation of the University of Hawaii FA9451-06-2-0338 OTA Dev. & Device Processing $ 695,361
California Association for Research in Astronomy (CARA) AST 0132798 Adv Adaptive Optics 203,344
Dartmouth College 2006-CS-001-000001-02 SCADA Vulnerabilities & Infras 23,705
University Corporation for Atmospheric Research (UCAR) NN07CN14A Oceanic Weather Diagnosis 43,893
Analytic Services Homeland Security Institute (ANSER) W81XWH-04-D-0011 ANSER 55,062
Harvard University 3U54 AI057159-6S1 ARRA - PANACEA Antiviral Therapeutics 303,890
Homeland Security and Analysis Institute HSHQDC-09-D-0003 HSSAI Collaboration 4,620

          Total Passthrough Awards $ 1,329,875

Total Federal Expenditures $ 751,304,193
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PricewaterhouseCoopers LLP, 125 High Street, Boston, MA 02110
T: (617) 530 5000, F: (617) 530 5001, www.pwc.com/us

Report of Independent Auditors on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in

Accordance with Government Auditing Standards

To the Audit Committee of the
Massachusetts Institute of Technology

We have audited the financial statements of the Massachusetts Institute of Technology (the "Institute") as
of and for the year ended June 30, 2010, and have issued our report thereon dated September 15, 2010.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Institute's internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Institute's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Institute's internal control over financial reporting.

A deficiency in internal controls exists when the design or operation of a control does not allow
management or employees, in the normal course of performing 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, such that there is a reasonable possibility that a material misstatement
of the Institute's financial statements will not be prevented or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Institute's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
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results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Institute in a separate letter dated
September 30, 2010.

This report is intended solely for the information and use of the Institute's Audit Committee, management,
federal awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

September 15, 2010
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PricewaterhouseCoopers LLP, 125 High Street, Boston, MA 02110
T: (617) 530 5000, F: (617) 530 5001, www.pwc.com/us

Report of Independent Auditors on Compliance with Requirements That Could Have a Direct and
Material Effect on Each Major Program (Except Lincoln Labs) and on Internal Control Over

Compliance in Accordance with OMB Circular A-133

To the Audit Committee of the
Massachusetts Institute of Technology

In connection with the coordinated audit approach of the Massachusetts Institute of Technology (the
"Institute") as provided for in U.S. Office of Management and Budget (OMB) Circular A-133, the U.S.
Defense Contract Audit Agency ("DCAA") and PricewaterhouseCoopers LLP each performed specific
audit requirements and provided respective audit reports. Responsibilities under the coordinated audit
approach were assigned as follows:

1. The Student Financial Aid Cluster: PricewaterhouseCoopers LLP conducted the audit of the Institute's
compliance with all of the requirements described in the OMB Circular A-133 Compliance Supplement
that are applicable to its Student Financial Aid Cluster, except as noted in the third paragraph of this
report.

2. The National Science Foundation Fellowships Program: PricewaterhouseCoopers LLP conducted the
audit of the Institute's compliance with all of the requirements described in the OMB Circular A-133
Compliance Supplement that are applicable to its National Science Foundation Fellowships Program.

3. The Research and Development Cluster:

a. The DCAA conducted the audit of the Institute's compliance with requirements described
in OMB Circular A-133 Compliance Supplement that are applicable to its major federal
research and development program at Lincoln Labs, which totaled $751,304,194 of the
total on the Schedule of Federal Awards. In addition, DCAA tested the internal control
structure with respect to the compliance requirements as they relate to these awards at
Lincoln Labs under the Institute's major research and development program. Additionally,
DCAA tested the Institute's indirect cost rates for the awards within Lincoln Labs. The
DCAA's reports on compliance and internal controls are included in the package
beginning on page 260.

b. PricewaterhouseCoopers LLP conducted the audit of the Institute's compliance with all of
the requirements described in the OMB Circular A-133 Compliance Supplement that are
applicable to its major federal research and development program for all awards, except
those awards at Lincoln Labs (See Item 3a above).
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Compliance

As part of the aforementioned coordinated audit, we have audited the compliance of the Institute with the
types of compliance requirements described in the OMB Circular A-133 Compliance Supplement that
could have a direct and material effect on each of its major federal programs for the year ended June 30,
2010, except as described in the first paragraph of this report and the next paragraph of this report. The
Institute's major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs (page 251-253). Compliance with the
requirements of the law, regulations, contracts and grants applicable to these major federal programs is
the responsibility of the Institute's management. Our responsibility is to express an opinion on the
Institute's compliance based on our audit.

We did not audit the Institute's compliance with the billing, collection and due diligence compliance
requirements specified by the Federal Perkins Loan Program and described in the OMB Circular A-133
Compliance Supplement. Compliance with these requirements was audited by other auditor whose report
thereon has been furnished to us, and our opinion expressed herein, insofar as it relates to the Institute’s
compliance with those requirements, is based solely on the reports of the other auditors.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
Institute's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
Our audit does not provide a legal determination on the Institute’s compliance with those requirements.

In our opinion, based on our audit and the reports of other auditors, the Institute complied, in all material
respects, with the requirements that are applicable to the Student Financial Assistance Cluster, the
National Science Foundation Fellowships Program and the research and development program, excluding
those requirements noted in Item 3b in the first paragraph above, that could have a direct and material
effect on each of its major federal programs for the year ended June 30, 2010. However, the results of
our auditing procedures disclosed an instance of noncompliance with those requirements, which is
required to be reported in accordance with OMB Circular A-133 and which is described in the
accompanying schedule of findings and questioned costs as item 10-1.
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Internal Control Over Compliance

Management of the Institute is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, except as noted in the first paragraph of this report and
in the following paragraph, we considered the Institute's internal control over compliance with the
requirements that could have a direct and material effect on a major federal program in order to determine
the auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Institute's internal control over compliance.

We did not consider internal control over compliance with the billing, collection and due diligence
compliance requirements specified by Federal Perkins Loan Program and described in the OMB Circular
A-133 Compliance Supplement. Internal control over these compliance requirements was considered by
the other auditor referred to above; and our report, insofar as it relates to the Institute’s internal control
over those compliance requirements, is based solely upon the reports of the other auditors.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration and the other auditors’ consideration of the internal control over compliance was for the
limited purpose described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over compliance that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above. Also, the report of the other auditors did not
identify any deficiencies in internal control over compliance that they consider to be material weaknesses,
as defined above.

The Institute's responses to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the Institute's responses and, accordingly,
we express no opinion on the responses.
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This report is intended solely for the information and use of the Institute's Audit Committee, management,
federal awarding agencies, and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

March 31, 2011

250



Massachusetts Institute of Technology
Schedule of Findings and Questioned Costs
Year Ended June 30, 2010

Section I Summary of PwC's Results
1

Financial Statements

Type of auditor's report issued Unqualified

Internal control over financial reporting
Material weakness(es) identified
Significant deficiency (ies) identified that are not

considered to be material weaknesses

Noncompliance material to financial statements noted?

___ Yes X No

___ Yes X None Reported

___ Yes X No

Federal Awards

Internal control over major programs
Material weakness (es) identified?
Significant deficiency (ies) identified that are not

considered to be material weaknesses?

___ Yes X No

___ Yes X None Reported

Type of auditor's report issued on compliance for major
programs PwC Report - page 247 Unqualified

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of OMB
Circular A-133? _ X Yes No

Identification of major programs

CFDA Number

Various
Various
47.082

Name of Federal Program or Cluster

Student Financial Assistance Cluster,
Research & Development Cluster
National Science Foundation Fellowships

Dollar threshold used to distinguish between Type A
and Type B programs

$3,836,127

Auditee qualifies as a low-risk auditee? X Yes ___ No

1 Note: This summary includes the portion of the A-133 audit performed by
PricewaterhouseCoopers LLP only. OMB Circular A-133 reports including the schedule of
findings and questioned costs and schedule of prior year audit findings, for the research and
development cluster at Lincoln Labs are issued by DCAA and are included elsewhere within this
A-133 report.
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Massachusetts Institute of Technology
Schedule of Findings and Questioned Costs
Year Ended June 30, 2010

Section II Financial Statement Findings

None noted.

Section III Federal Award Findings and Questioned Costs

The following section identifies instances of noncompliance, including questioned costs, related to
the audit of major federal programs conducted by PricewaterhouseCoopers LLP as noted in on
page 247 of the package, as required to be reported by Circular A-133, Section 510.

Research and Development Cluster - on-campus

Finding No. 10-1
Compliance Requirements: Reporting (L)

Federal Programs
Involved

Federal CFDA
Number

Award Number/Days Late Award Year

National Institutes of
Health

93.286 1-R03-EB008673-01 (4 days ) 8/1/2008 -
4/30/2010

US Geological Survey 15.CCC 08WRSA0634- (15 days) 5/8/2009 -
4/30/2010

National Institutes of
Health

93.242 1-T32-MH082718-01A - (35
days )

7/2/2009 -
6/30/2010

National Institutes of
Health

93.859 2-P50-GM068762-06 - (88
days )

9/1/2008 -
8/31/2009

Criteria
Per the National Institutes of Health "Terms and Conditions of NIH Grant Awards," grantees must
submit a final FSR, financial progress report, within 90 days of the end of the grant support.

Per "Title 2, Code of Federal Regulations," recipients shall submit, within 90 calendar days after
the date of completion of the award, all financial, performance, and other reports as required by
the terms and conditions of the award.

In addition, recipients must submit the SF-269 or SF-269A no later than 30 days after the end of
each specified reporting period for quarterly and semi-annual reports, and 90 calendar days for
annual reports.

Condition
We selected a total of 41 reports, across multiple agencies: sixteen closeout reports and 25
reports for other reporting, including quarterly reports, for testing of the MIT on-campus R&D
cluster.

We noted that for four out of the sixteen closeout reports, the reports were not filed by the due
dates. The reports were filed four, fifteen, 35, and 88 days late, respectively.

None of the selected 25 reports for other reporting were late.

Cause
The delay in the filings were a result of the untimely receipt of subcontractor charges, as well as
the late posting of adjustments or credits to the grant records.
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Massachusetts Institute of Technology
Schedule of Findings and Questioned Costs
Year Ended June 30, 2010

Effect
Federal agencies did not receive the required financial information in accordance with the policy
and therefore timely agency review and/or close out process is hindered.

Amount of Questioned Costs
There are no questioned costs.

Recommendation
As noted in the prior year DCAA report, 17 out of 25 reports were filed late. In 2010, the number
of late reports has declined significantly as a result of the corrective action plan implemented in
2010. We recommend that the Institute continue to identify the causes of the late reports and
determine what changes are necessary to sustain this improved performance to allow all reports
to be filed in a timely manner to comply with federal requirements.

Management’s Views and Corrective Action Plan
See the Institute’s views and corrective action plan.
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Massachusetts Institute of Technology
Summary Schedule of Prior Audit Findings
Year Ended June 30, 2010

See the Institute's Schedule of Prior Audit Findings, beginning on page 255 of the package.
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Reference: DCAA Audit Report # 2171-2009G10110001 
 
The following is the Massachusetts Institute of Technology’s report (Campus) on corrective 
action planned/taken in response to prior audit findings contained in the referenced audit report. 
 
Facilities and Administrative Expenses and Rates 
 
09-A. 
MIT did not concur with the questioned cost.  However, MIT has recently upgraded its 
equipment depreciation system and, based on FY09 rate negotiation discussions with ONR, has 
modified practices to now recognize equipment depreciation in the month of acquisition on a 
prospective basis beginning in FY 2011.  No further action deemed necessary.   

Equipment Depreciation – Not Calculated in Accordance with GAAP 

Issue Coordinator - Robin Elices, Senior Director, Office of the Vice President for Finance 
Completion Date -  July 2010 (FY 2011) 
 
09-B. 
Corrective Action was taken --- Beginning in FY10, for all MIT investment properties leased to 
MIT for academic/research purposes, MIT’s Office of Cost Analysis will compare the 
constructive cost of ownership and the lease cost paid.  Lease costs paid in excess of the 
constructive cost of ownership will be removed from MIT’s request for reimbursement prior to 
submission. 

Rental Costs – Constructive Cost of Ownership 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-C. 
Corrective Action was taken --- space was adjusted in MIT’s cost model to reflect the audit 
identified portion of room 66-157 used for instruction purposes. 

Assignable Square Footage – Landau Building 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  March 2010 
 
09-D. 
MIT did not concur with the questioned cost.  However, based on FY09 rate negotiation 
discussions with ONR, MIT has agreed to stress, with its Office of General Counsel, the 
importance of documenting decisions to extend external attorney services beyond originally 
contracted dates, amounts.  No further action is deemed necessary. 

Legal Fees – In Excess of Contract 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  N/A 
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09-E. 
Corrective Action was taken --- MIT will continue to screen all external legal bills for 
allocability to research. 

Legal Fees – MIT’s Boathouse 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-F. 
Corrective Action was taken --- The duplicate entry was the result of human error and was 
removed from MIT’s cost model. 

Legal Fees – Duplicate Unallowable Entry 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-G. 
Corrective Action was taken --- These costs had been included in MIT’s cost submission in error 
and were voluntarily withdrawn. 

Legal Fees – Settlements 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-H. 
MIT did not concur with the questioned cost.  However, based on FY09 rate negotiation 
discussions with ONR, MIT agreed to explore, with ONR, alternatives for determining the 
percentage of time internal attorneys devote to unallocable activities.  Discussions are on-going. 

Internal Lawyers – General Counsel Office 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  N/A 
 
09-I. 
Corrective Action was taken --- Additional screening will be implemented to ensure that any 
payments in excess of those calculated under MIT’s layoff policy are excluded from future cost 
submissions. 

Severance Costs 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-J. 
Corrective Action was taken --- MIT will continue to stress, in its year-end closing workshops, 
the importance of the accrual/deferral of costs to achieve alignment with benefiting periods. 

Professional Services Costs - Huron 

Issue Coordinator - Robin Elices, Senior Director, Office of the Vice President for Finance 
Completion Date -  June 2010 
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09-K. 
Corrective Action was taken --- MIT will take steps to ensure that this cost is excluded from all 
future cost submissions. 

Insurance Premiums – MIT Flying Club 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-L. 
Corrective Action was taken --- MIT will continue to carefully screen expenses in Senior 
Officers’ accounts. 

Moving Expenses 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study 
 
09-M. 
Corrective Action was taken --- These costs were included in MIT’s cost submission in error.  
The Office of Cost Analysis will review the annual software depreciation schedule with the 
Property Office to ensure that double charging does not happen in the future. 

Software Depreciation Costs 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-N. 
Corrective Action was taken --- MIT will continue to diligently screen all travel costs for 
allowability. 

Indirect Travel – First Class Airfare 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-O. 
Corrective Action was taken --- MIT will continue to diligently screen all travel costs for 
allowability. 

Indirect Travel – Hotel Room 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-P. 
Corrective Action was taken --- MIT will continue to diligently screen all travel costs for 
allowability. 

Indirect Travel – Out of Period Costs 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
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09-Q. 
Corrective Action was taken --- MIT will continue to diligently screen all travel costs for 
allowability. 

Indirect Travel – Former Employee 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-R. 
Corrective Action was taken --- MIT will continue to screen new accounts for allocability to 
research. 

Professional Services Costs – DOS Software 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  November 2010 (submission of the FY 2010 Incurred Cost Study) 
 
09-S. 
Corrective Action was taken --- MIT will continue to stress, in its year-end closing workshops, 
the importance of the accrual/deferral of costs to achieve alignment with benefiting periods. 

MIT’s Unallowable Analysis 

Issue Coordinator - Robin Elices, Senior Director, Office of the Vice President for Finance 
Completion Date -  June 2010 
 
Direct Costs 
 
09-T. 

MIT does not concur with the questioned costs as the costs were included in the budget and prior 
approval was obtained.  No corrective action is planned. 

Non-Reimbursable Expense (Prime Contractor – Microelectronics Advance Research 
Corp. – Award No. 2003-MT-887) 

Issue Coordinator - John Donahue, Associate Director of Sponsored Programs 
Completion Date -  N/A 
 
Noncompliances 
 
09-U. Noncompliance with OMB Circular A-133 Compliance Requirement L - Reporting 

Corrective Action was taken --- see finding 10-1 for update on current year results.   
Developing a long-term solution 

Issue Coordinator - Robin Elices, Senior Director, Office of the Vice President for Finance 
Completion Date -  June 2010 
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