STATE OF ILLINOIS
UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC

COMPLIANCE EXAMINATION
For the Two Years Ended June 30, 2006

Performed as Special Assistant Auditors
for the Auditor General, State of lllinois

7 Ganderson 11z

Certified Public Accountants & Consultants




STATE OF ILLINOIS
UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
COMPLIANCE EXAMINATION
For the Two Years Ended June 30, 2006

TABLE OF CONTENTS
PAGE
COMPANY OFFICIALS .ot s e e e e s et e e s eba s e saba e s e s vmmmmmre s 1
MANAGEMENT ASSERTION LETTER ..ottt rr e e raa 2
COMPLIANCE REPORT
4

SUIMIMIGTY .ttt ettt e e e e e e e e e e e e e b e et e e et ettt e e e e e aeaaeeeaaeaa s mmmmmssssssssssssseneeeeeaaaaaaaeaeaasns
Auditor’s Reports:
Independent Accountants’ Report on State Comgaiaon
Internal Control Over Compliance, and on Suppietary
Information for State CompliaNCe PUIPOSES . vvvveereiiiiiiiiieeeeiiiiiieee e eseeeenee s D
Independent Auditors’ Report on Internal Con@okr
Financial Reporting and on Compliance and Otfheters
Based on an Audit of Financial Statements Pesxdarin
Accordance Witliovernment Auditing Sandards...........ooocveeeeeeeiiiiiieeeee e eees 8

SCHEDULE OF FINDINGS

Current Findings - State COMPHANCE........cooui i e 10

SUPPLEMENTARY INFORMATION FOR STATE
COMPLIANCE PURPOSES

SUIMIMIBITY .ttt ettt e e e e e e oo e e e e e aa e be et e et e et e et e e eaaeeeaeeaaaa s s ammmmmassssssssssssseeeeaeaaaaaaeeeeans 14
Fiscal Schedules and Analysis:
SChEdUIES Of CASN ....eeiiiiie e e 15
Schedules of Changes in Capital Assets (At COS)-........vveereeiiiiiiiieie e 16
Comparative Schedules of Cash RECEIPLS ..cceerreeeeiiiiiiiiiiiiee e 17
Analysis of Significant Variations in Revenuesl &iXpenses..........ccccccvvvvvvveeeeeeeeenns 18.
Analysis of Significant ACCOUNt VariatiONS ...........oocuuiiereeiiiiiiiiee e emmmmmeeeeeeas 19
Analysis of Significant VariationNS..........ccceeioiiiiieieee e emmeenre e 20
Analysis of Accounts Receivable and Lease Reb&va.....................ccccociiiiiies e 23
Analysis of Operations:
Company Function and Planning Program.........cccccccouiiiieeioniiiiiiee e esvvieseme e 25
Average Number of Employees (Unaudited) ...ccccceeeeeiiiiiiiiiiii i 26
Service Efforts and Accomplishments (Unaudited)..........ccccooiiiiiieneiiiiiiiiien i, 27

REPORTS ISSUED UNDER SEPARATE COVER

State of lllinois University of lllinois Researétark, LLC
Financial Audit for the Years Ended June 30, 280& 2005



UNIVERSITY OF ILLINOIS
RESEARCH PARK LLC
COMPANY OFFICIALS

June 30, 2006

Chair of Board Edward L. McMillan
Vice Chair Patrick F. Daly
Treasurer Stephen K. Rugg
Secretary Thomas R. Bearrows
Director David L. Chicoine
Manager Research Park & Incubator Facilities Femttard

Board of Managers

Patrick F. Daly Dr. Kenneth Schmidt
Eric A. Gislason Charles F. Zukoski
Edward L. McMillan

The University of Illinois Research Park, LLC offies located at:

University of Illinois Research Park
60 Hazelwood, MC-659
Champaign, lllinois



UNIVERSITY OF ILLINOIS
AT URBANA-CHAMPAIGN

The Research Park at the University of Hlinois
‘60 Hazelwood Drive

Champaign, 1L 61820

MANAGEMENT ASSERTION LETTER
Clifton Gunderson LLP '
Certified Public Accountants December 12, 2006
301 SW Adams, Suite 900
Peoria, Illinois

We are responsible for the identification of, and compliance with, all aspects of laws,
regulations, contracts, or grant agreements that could have a material effect on the operations of the
Company. We are responsible for and we have established and maintained an effective system of,
internal controls over compliance requirements. We have performed an evaluation of the
Company’s compliance with the following assertions during the two-year period ended June 30,
2006. Based on this evaluation, we assert that during the years ended June 30, 2006 and June 30,
2005, the Company has materially complied with the assertions below.

A. The Company has obligated, expended, received and used public funds of the State in
accordance with the purpose for which such funds have been appropriated or otherwise
authorized by law.

B. The Company has obligated, expended, received and used public funds of the State in
accordance with any limitations, restrictions, conditions or mandatory directions imposed by
law upon such obligation, expenditure, receipt or use.

C. The Company has complied, in all material respects, with applicable laws and regulations,
including the State uniform accounting system, in its financial and fiscal operations.

D. The State revenues and receipts collected by the agency are in accordance with applicable
laws and regulations and the accounting and recordkeeping of such revenues and receipts is
fair, accurate and in accordance with law.

telephone 217-333-8324 » fax 217-333-4050
www.tech.com
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E. The money or negotiable securities or similar assets handled by the agency on behalf of the
State or held in trust by the agency have been properly and legally administered, and the
accounting and recordkeeping relating thereto is proper, accurate and in accordance with
law.

Yours very truly,

Research Park, LLC,

Daniel DoBell, Accountant




COMPLIANCE REPORT
SUMMARY

The compliance testing performed during this exatnom was conducted in accordance with
Government Auditing Standards and in accordance with the lllinois State Auditigj.

AUDITORS’ REPORTS

The Independent Accountants’ Report on State Campd, on Internal Control Over
Compliance, and on Supplementary Information fat&SCompliance Purposes does not contain
scope limitations, disclaimers, or other significaan-standard language.

SUMMARY OF FINDINGS

Number of This Report  Prior Report
Findings 2 0
Repeated findings 0 0
Prior recommendations implemented
or not reported 0 0

Details of findings are presented in a separatdiped report section.

SCHEDULE OF FINDINGS
Item No. Page Description

FINDINGS (STATE COMPLIANCE)

06-01 10 Use of University Resources
06-02 12 University Subsidies
EXIT CONFERENCE

The findings and recommendations appearing in thjgort were discussed with Agency
personnel at an exit conference on December 216.20Attending were David Chicoine,
Director, Scott Pickard, Manager Research Park &ulator Facilities, Patrick Patterson,
Controller Office of Business and Financial Sersic#lichael Godsell Assistant Director of
University Accounting & Financial, Reporting Offiad Business and Financial Services, Tom
Kizziah, Office of the Auditor General, Beth JorddPartner, Clifton Gunderson LLP, and
Leonard Hester, Senior Manager, Clifton GundersbR.L Responses to the recommendations
were provided by Dan Dobell and Scott Pickard irearail dated December 15, 2006.
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Independent Accountants’ Report on State Compliangeon
Internal Control Over Compliance, and on Supplemenary
Information for State Compliance Purposes

Honorable William G. Holland
Auditor General
State of lllinois

and

Board of Managers
University of lllinois
Research Park, LLC

Compliance

As Special Assistant Auditors for the Auditor Gealewe have examined University of Illinois
Research Park, LLC’s compliance with the requiraismésted below, as more fully described in
the Audit Guide for Financial Audits and Compliance Attestation Engagements of Illinois Sate
Agencies (Audit Guide) as adopted by the Auditor Generaljruthe years ended June 30, 2005
and 2006. The management of University of IllinBiesearch Park, LLC. is responsible for
compliance with these requirements. Our respditgiis to express an opinion on University of
lllinois Research Park, LLC’s compliance based onexamination.

A. University of lllinois Research Park, LLC has obligd, expended, received, and used
public funds of the State in accordance with theppse for which such funds have been
appropriated or otherwise authorized by law.

B. University of lllinois Research Park, LLC has obligd, expended, received, and used
public funds of the State in accordance with amyithtions, restrictions, conditions, or
mandatory directions imposed by law upon such akibig, expenditure, receipt, or use.

C. University of lllinois Research Park, LLC has comad| in all material respects, with
applicable laws and regulations, including the &tahiform accounting system, in its
financial and fiscal operations.

D. The State revenues and receipts collected by Usityesf Illinois Research Park, LLC are
in accordance with applicable laws and regulatiand the accounting and recordkeeping
of such revenues and receipts is fair, accuratejraaccordance with law.

E. Money or negotiable securities or similar assetedle by University of Illinois Research
Park LLC on behalf of the State or held in trustUhyiversity of Illinois Research Park,

LLC have been properly and legally administered #red accounting and recordkeeping
relating thereto is proper, accurate, and in acwed with law.
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Our examination was conducted in accordance witbstation standards established by the
American Institute of Certified Public Accountantdie standards applicable to attestation
engagements contained@overnment Auditing Standards issued by the Comptroller General of
the United States; the lllinois State Auditing Aéict); and the Audit Guide as adopted by the
Auditor General pursuant to the Act; and, accorgingicluded examining, on a test basis,
evidence about University of lllinois Research RaikC’s compliance with those requirements
and performing such other procedures as we comrsldeecessary in the circumstances. We
believe that our examination provides a reasonlaaées for our opinion. Our examination does
not provide a legal determination on Universityltihois Research Park, LLC’s compliance
with specified requirements.

In our opinion, University of lllinois Research RALLC complied, in all material respects, with
the aforementioned requirements during the yeasadune 30, 2005 and 2006. However, the
results of our procedures disclosed instances ntaropliance with those requirements, which
are required to be reported in accordance witkercaitestablished by the Audit Guide, issued by
the lllinois Office of the Auditor General and whiare described in the accompanying schedule
of State findings as findings 06-01, 06-02.

As required by the Audit Guide, an immaterial fimglirelating to an instance of noncompliance
excluded from this report has been reported irparsee letter to your office.

Internal Control

The management of University of lllinois ResearenkPLLC is responsible for establishing and
maintaining effective internal control over compka with the requirements of laws and
regulations. In planning and performing our exaation, we considered University of Illinois
Research Park, LLC’s internal control over compt@mith the aforementioned requirements in
order to determine our examination procedures lier gurpose of expressing our opinion on
compliance and to test and report on internal obrdver compliance in accordance with the
Audit Guide, issued by the lllinois Office of theuditor General.

Our consideration of internal control over comptianwith the aforementioned requirements
would not necessarily disclose all matters in maékicontrol that might be material weaknesses.
A material weakness is a condition in which theigleor operation of one or more internal
control components does not reduce to a relatilalylevel the risk that noncompliance with
applicable requirements of laws or regulations thatild be material in relation to one or more
of the aforementioned requirements being examinag atcur and not be detected within a
timely period by employees in the normal course@fforming their assigned functions. We
noted no matters involving internal control ovemgdiance that we consider to be material
weaknesses. However, the results of our procediisetosed other matters involving internal
control which are required to be reported in acanog with criteria established by the Audit
Guide, issued by the lllinois Office of the Audit@eneral and which are described in the
accompanying schedule of State finding as findieg00. As required by the Audit Guide,
immaterial findings relating to internal controlfidgencies excluded from this report have been
reported in a separate letter to your office.



Supplementary Information for State Compliance Purpses

As Special Assistant Auditors for the Auditor Galemwe have audited the basic financial
statements of University of lllinois Research PdarkC as of and for the year ended June 30,
2006, and have issued our report thereon dated nbieme 12, 2006. The accompanying
supplementary information, as listed in the talfleantents as Supplementary Information for
State Compliance Purposes, is presented for puspdsadditional analysis and is not a required
part of the basic financial statements of Univgrsit lllinois Research Park, LLC. The 2006
Supplementary Information for State Compliance Bsgs, except for that portion marked
“unaudited” on which we express no opinion, hasnbsebjected to the auditing procedures
applied in the audit of the basic financial stateteeand, in our opinion, is fairly stated in all
material respects in relation to the basic findnsiatements for the year ended June 30, 2006
taken as a whole. We have also previously auditedgccordance with auditing standards
generally accepted in the United States, Universitylllinois Research Park, LLC’'s basic
financial statements for the years ended June (@5 2nd 2004. In our report dated August 2,
2005 and August 12, 2004 on the basic financiaéstants, we expressed an unqualified opinion
on the basic financial statements. In our opintbe,2005 and 2004 Supplementary Information
for State Compliance Purposes, except for the ggorarked “unaudited,” is fairly stated in all
material respects in relation to the basic findnsiatements for the years ended June 30, 2005
and 2004 taken as a whole.

This report is intended solely for the informatiand use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the @mor, Company Board of Managers and
management and is not intended to be and shouldo@atsed by anyone other than these
specified parties.

%WAL/A

Peoria, lllinois
December 12, 2006
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Independent Auditors’ Report on Internal Control Over
Financial Reporting and on Compliance and Other Maters
Based on an Audit of Financial Statements Performeth
Accordance Wth Government Auditing Standards

Honorable William G. Holland
Auditor General
State of lllinois

and

The Board of Managers
University of lllinois
Research Park, LLC

As Special Assistant Auditors for the Auditor Gaalewe have audited the basic financial
statements of University of lllinois Research ParkC as of and for the year ended June 30,
2006, and have issued our report thereon datedniiEel2, 2006. We conducted our audit in
accordance with auditing standards generally aedejot the United States of America and the
standards applicable to financial audits contaime@overnment Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considetfegl University of lllinois Research Park,
LLC’s internal control over financial reporting order to determine our auditing procedures for
the purpose of expressing our opinion on the firratatements and not to provide an opinion
on the internal control over financial reportin@ur consideration of the internal control over
financial reporting would not necessarily discladematters in the internal control over financial
reporting that might be material weaknesses. Aenwtweakness is a reportable condition in
which the design or operation of one or more ofithernal control components does not reduce
to a relatively low level the risk that misstatensenaused by error or fraud in amounts that
would be material in relation to the financial staents being audited may occur and not be
detected within a timely period by employees in tleemal course of performing their assigned
functions. We noted no matters involving the ingrcontrol over financial reporting and its
operation that we consider to be material weaksess@wever, we noted certain deficiencies in
the design or operation of internal control oveaficial reporting which do not meet the criteria
for reporting herein and which are reported aseStampliance findings in the schedule of
findings.

Offices in 14 states and Washington, DC ln: ------- tionnt



Compliance and Other Matters

As part of obtaining reasonable assurance abouthwhthe University of Illinois Research Park
LLC’s financial statements are free of material stasement, we performed tests of its
compliance with certain provisions of laws, reguwlas, contracts, and grant agreements,
noncompliance with which could have a direct andema effect on the determination of
financial statement amounts. However, providing @ginion on compliance with those
provisions was not an objective of our audit, accbadingly, we do not express such an opinion.
The results of our tests disclosed no instancesanicompliance or other matters that are
required to be reported und8overnment Auditing Standards. However, we noted certain other
matters which are reported as state compliancenfysdon the schedule of findings. We also
noted certain other matters which we have repottethanagement of University of lllinois
Research Park, LLC in a separate letter dated Deeef?, 2006.

This report is intended solely for the informatiand use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the @amor, and Company Board of Managers
and management, and is not intended to be anddaimotilbe used by anyone other than these
specified parties.

%WAL/A

Peoria, lllinois
December 12, 2006



UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
SCHEDULE OF FINDINGS
CURRENT FINDINGS - STATE COMPLIANCE

June 30, 2006

06-01 - Finding: Use of University Resources

University of lllinois Research Park, LLC. (Compamysed University of lllinois (University)
facilities, assets, services, and resources witlooumisideration paid to the University. The
University and the Company were not tracking thpeeses incurred by the University on behalf
of the Company until it was brought to their atientas a result of the audit. In addition, the
transactions were not initially recorded on thafidial statements of the Company.

The Company was formed on March 15, 2000 and ismaponent unit of the University of
lllinois. The Company is recognized by the Uniwgras a University Related Organization
(URO) pursuant to a contract between the Univeesity the Company.

During the year ended June 30, 2006, the Compaogived legal services, management
oversight, and the use of facilities for which thaiversity failed to bill the Company or to
charge the cost of these expenses to the Compkauger account. As a result, the Company
did not provide any consideration to the University these resources provided by the
University. Total resources used for the year dndene 30, 2006 were estimated to be
$158,332. This amount was subsequently recordeth@Company’s Statement of Revenues,
Expenses and Changes in Net Assets as revenue andexpense.

University Guidelines, adopted November 30, 1983, §mended September 10, 1997) by the
Legislative Audit Commission, Section VI, Subsewt: Use of University Facilities state that
the University may allow the University Related @ngation to use University facilities, assets,
services, and resources provided that such usepgoged by consideration at rates charged
other University users, if such charges are retularade, or at the cost of furnishing such
services if no internal charges are in existence.

Further, Subsection F, requires that the Univetsifyget processes or the contract will expressly
identify all support provided to the URO. Reverageounts will be maintained to identify all
payments received from the URO for repayment ofifuadvanced and as reimbursement for the
use of university assets, facilities or servicéfsthe URO maintains separate financial records,
companion entries will, of course, appear in threserds as well.

Company personnel stated that the Company entetedn agreement adopted by the Board of
Trustees on November 11, 2004 whereby the “Unitseiesires to make available to the LLC
such support necessary to meet the University'sabives.” Because the Company has no other
sources of funding it is, therefore, necessary tfe University to provide support to the
Company.

Not providing consideration to the University foergices the Company receives results in
noncompliance with University Guidelines. (Findi@gde No. 06-01)

10



UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
SCHEDULE OF FINDINGS
CURRENT FINDINGS - STATE COMPLIANCE

June 30, 2006

06-01 - Finding: Use of University ResourceContinued)

Recommendatian

We recommend that the Company work with the Unitete establish a system for tracking the
use of University resources and that appropriat@umts be recorded on the Company’s
financial statements.

Company Response

We agree with this finding and will work with thexternal auditors and the University to
implement the recommendation for tracking the usErversity resources so that appropriate
amounts can be recorded in the financial statements

11



UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
SCHEDULE OF FINDINGS
CURRENT FINDINGS - STATE COMPLIANCE

June 30, 2006

06-02 - Finding: University Subsidies

University of lllinois Research Park, LLC (Companiiled to pay an amount owed to the
University of lllinois (University) at June 30, 2B@vithin the next year.

University Guidelines adopted in November 30, 1988,amended September 10, 1997) by the
Legislative Audit Commission Section VI, Subsect®n3., state any university funds advanced
to a University Related Organization (URO) or rgables from a URO shall be repaid to the

source from which obtained within one year of théedf the transaction.

As of June 30, 2005, the Company owed the Uniwef280,578 related to infrastructure cost
incurred for the iCyt building. This balance pldditional charges incurred in the year ended
June 30, 2006 remained unpaid as of June 30, 2006.

Company personnel stated that because the Compamyfunded except by support from the
University, there are no clear mechanisms for tom@any to repay infrastructure costs incurred
for Research Park development that are contragttial responsibility of the Company. In the
past, infrastructure costs have been borne by theelsity.

By not paying the $280,578 owed to the UniversgyohJune 30, 2005, the Company is not in
compliance with University Guidelines 1982. (FimgliCode No. 06-02)

Recommendatian

We recommend that the Company repay the amount dweithe University and that the
Company not incur costs or commit to projects fbich the Company does not have committed
funding.

Company Response

A memorandum of understanding has been producedebat University of lllinois Research
Park, LLC and the Office of the Vice President T@chnology and Economic Development to
fund the debt incurred by the Company for the Bstftacture costs associated with the
construction of the iCyt building in the Researcrk? This money will be repaid by June 30,
2007. Funding sources external to the company baee and will be identified in subsequent
and future construction projects.

12
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SUPPLEMENTARY INFORMATION FOR
STATE COMPLIANCE PURPOSES

SUMMARY

Supplementary Information for State Compliance Bs@s presented in this section of the report
includes the following:

» Fiscal Schedules and Analysis:

Schedules of Cash

Schedules of Changes in Capital Assets (At Cost)
Comparative Schedule of Cash Receipts

Analysis of Significant Variations in Revenues &hxpenses
Analysis of Significant Account Variations

Analysis of Accounts Receivable and Lease Recé&vab

* Analysis of Operations:

Company Functions and Planning Program
Average Number of Employees (Unaudited)
Service Efforts and Accomplishments (Unaudited)

The auditors’ report that covers the Supplemenkaigrmation for State Compliance purposes
presented in the Compliance Report Section sté@sit has been subjected to the auditing
procedures applied in the audit of the basic firEnstatements and, in the auditors’ opinion,
except for that portion marked “unaudited,” on whitbey express no opinion, it is fairly stated
in all material respects in relation to the basiamcial statements taken as a whole.

14



UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
SCHEDULES OF CASH

June 30, 2006 and 2005

CASH
Busey Bank:
Commercia checking account
Money market account

TOTAL

15

2006 2005
Interest Interest
Rate Balance Rate Balance
None $ 1,000 None $ 1,000
1.00% 2,156 0.35% 2,141
$ 3,156 $3,141




UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
SCHEDULES OF CHANGESIN CAPITAL ASSETS (AT COST)
Y ears Ended June 30, 2006 and 2005

CAPITAL ASSETS - JUNE 30, 2004
Additions - purchases

CAPITAL ASSETS - JUNE 30, 2005
Additions - purchases

Adjust for iCyt building infrastructure

CAPITAL ASSETS - JUNE 30, 2006

16

$ 257,853
541,739

799,592

33,348
(61,161)

$ 771,779



UNIVERSITY OF ILLINOIS

RESEARCH PARK, LLC
COMPARATIVE SCHEDULES OF CASH RECEIPTS
Y ears Ended June 30, 2006, 2005, and 2004

REVENUE RECEIVED FROM
Service income and budget allocation:
University of lllinois
Rental income

Tota

RECEIVABLES

Beginning of year

End of year

Other adjustments:
Loss on lease cancellation
Noncash service income for capital assets
Noncash service income for professional fees,

salaries, and facilities

Amount received by University of Illinois

Total cash receipts operting income

INTEREST

TOTAL CASH RECEIPTS

17

2006 2005 2004
$261,497 $251,544 $306,217
106,313 59,236 67,104
367,810 310,780 373321
106,048 156,115 165,328
(141,347)  (106,048)  (156,115)
- (67,385) -
- (180,000 -
(217,026)  (32,851) -
(71,014) - (6,262)
(323,339)  (230,169) 2,951
44,471 80,611 376,272
19 30 934
$ 44490 $ 80,641 $377,206




UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
ANALYSISOF SIGNIFICANT VARIATIONSIN
REVENUES AND EXPENSES
Y ears Ended June 30, 2006, 2005, and 2004

2006 2005 2004
OPERATING REVENUES
Service income and budget allocation:
University of lllinois $261,497 (A) $251,544 (A) $306,217
Rental income 106,313 (B) 59,236 67,104
Total operating revenues 367,810 310,780 373,321
OPERATING EXPENSES
Salaries 115,569 (C) 300 (C) 240,898
Office supplies - 237 8,789
Depreciation 29,270 19,964 18,255
Rent 5,523 - -
Travel - - 8,406
Support for EnterpriseWWorks 30,000 (D) 1,387 (D) 78,798
Support for Office of Vice Chancellor for
Research 71,014 60,578 (E) -
Professional fees 54,822 (F) 32,851 (F) 1,350
Legal fees 37,240 (G) - -
Office 61 107 -
Telecommunications - 457 6,336
Subscriptions/duesluncheons - 1,477 9,139
Advertising - - (H) 13,749
Other 19,362 17,924 25,112
Total operating expenses 362,861 135,282 410,832
OPERATING INCOME (LOSS) 4,949 175,498 (37,511)
NONOPERATING REVENUE (LOSS)
Interest 19 30 934
Loss on lease cancellation - (67,385) (I) -
INCREASE (DECREASE) IN NET ASSETS $ 4,968 $ 108,143 $ (36,577)
See page 20 for analysis.
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UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC

ANALY SIS OF SIGNIFICANT ACCOUNT VARIATIONS

CURRENT ASSETS
Cash
Accounts receivable

Total current assets

CAPITAL ASSETS

LEASE RECEIVABLE

TOTAL ASSETS

CURRENT LIABILITIES

June 30, 2006, 2005, and 2004

2006 2005
ASSETS
$ 3,156 $ 3141
20,000 20,000
23,156 23,141

669,567 (K) 726,650
121,347 (L) 86,048
$814070  $835839

LIABILITIESAND NET ASSETS

Accounts payable $ 352,547 $ 379,284
NET ASSETS
Invested in capital assets 368,540 384,911
Unrestricted 92,983 71,644
Total net assets 461,523 456,555
TOTAL LIABILITIESAND NET ASSETS $ 814,070 $ 835,839
See page 22 for analysis.
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(J)

(K)

(L)

(M)

2004

$ 3,460
3,460
204,875

156,115

$ 364,450

$ 16,038

204,875
143,537

348,412

$ 364,450



UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
ANALYSIS OF SIGNIFICANT VARIATIONS*

June 30, 2006

Revenue and Expense

A)

B)

C)

D)

Change in Service Income and Budget Allocation Ersity of lllinois

Service income and budget allocation Universityliaiois increased by $9,953 between
June 30, 2005 and 2006 and decreased by $54,6W@dretlune 30, 2004 and June 30,
2005. The primary source of service revenue ipsupprovided by the University of
lllinois (University) for operations of the Univetg of Illinois Research Park (UIRPLLC).
The amount of the support provided is linked to émeount of expense incurred by the
UIRPLLC. As expenses decline, the support providgdhe University to pay for the
expenses also declines. Based on recommendations the Office of the Auditor
General, the UIRPLLC is recognizing the salaridB¢c® space, and legal fees as an equal
component of service revenue and as operating eepem order for the financial
statements to better reflect the actual costs agsdcwith supporting the University of
lllinois Research Park, LLC. The fiscal year endede 30, 2006 is the first year these
figures have been incorporated into the finandetesnents.

Increase in Rental Income

Additional land leases executed in the fiscal yeaded June 30, 2006 resulted in an
increase in rental income of $47,077 from June2B05 to June 30, 2006.

Change in Salaries Expense

Salaries expense increased from $300 to $115,66@bkn the years ended June 30, 2005
and June 30, 2006. This is, once again, due tomeendations by the Office of the
Auditor General. The $115,569 represents an estirafithe time spent by University
employees on activities related to the Universityllomois Research Park, LLC. These
activities include working with the private devedwpto market the research park,
accounting, research park development, and misezilss.

The decrease in salaries expense from $240,898300 from the fiscal year ended
June 30, 2004 to June 30, 2005 represented thgeharthe operational organization of
the University of Illinois Research Park, LLC fraimat of having a dedicated Executive
Director to the Vice President of Technology anartomic Development assuming this
function.

Increase in Support for EnterpriseWorks

The UIRPLLC provided support for EnterpriseWorks$30,000 during the year ended
June 30, 2006. This support represents an aneeapdid to the University of Illinois
Division of Research Safety for assistance wittotatory safety and hazardous materials
issues associated with the U of I's business intmskdanterpriseWorks. The decrease in
support for EnterpiseWorks from June 30, 2004 tee R0, 2005 represents a change in the
treatment of land lease payments as being recaj@igesupport for the Vice Chancellor
for Research.

* Significant variations are defined as change=satgr than 20% and $13,000.
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UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
ANALYSIS OF SIGNIFICANT VARIATIONS*
June 30, 2006

Revenue and Expense (Continued)

E) Changes in Support for the Office of the Vice Cledlioc for Research

The increase in support for the Office of the ViZleancellor for Research from the fiscal
years-ended June 30, 2004 to June 30, 2005 repsesamange in the treatment of how
land lease payments were accounted for from beigdled as support for
EnterpriseWorks to being handled as support forQiffce of The Vice Chancellor for
Research.

F) Changes in Professional Fees

Professional fees increased from $32,851 to $24t2ween June 30, 2005 and June 30,
2006. These fees all represent expenses assowdtedmendments to the development
agreement.

Professional fees increased by $31,501 betweegehes ended June 30, 2004 and 2005.
The increase was due to consulting fees paid tadveloper in the year ended June 30,
2005 as required by the terms of amendments tdetelopers’ agreement.

G) Increase in Legal Fees

Legal fees increased by $37,240 from fiscal 20052006 which is due to the
recommendation by the Office of the Auditor Genéoamore fully recognize expenditures
in order for the financial statements to more aatly represent the actual costs associated
with operating the University of Illinois ResearBlark, LLC. This figure represents an
estimate of the actual costs of providing legalrnsah to the UIRPLLC and was provided
by the Office of University Legal Counsel.

H) Decrease in Advertising Expense

Advertising decreased between June 30, 2004 and 30, 2005 as the University has
taken over providing operational support for thevdrsity of lllinois Research Park, LLC.

) Loss on Lease Cancellation

The loss on lease cancellation recognized iniwalfyear ended June 30, 2005 represents
the loss on the cancellation of land lease reversseciated with the sale of the building
located on tract 205 (1816 South Oak, “I” Building)

* Significant variations are defined as change=satgr than 20% and $13,000.
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UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
ANALYSIS OF SIGNIFICANT VARIATIONS*
June 30, 2006

Assets and Liabilities

J)

K)

L)

M)

Increase in Accounts Receivable

Increase in accounts receivable from June 30, 28004ne 30, 2005 represents funds owed
to the UIRPLLC for expenses associated with tfeaghendment to the Development
Agreement.

Changes in Capital Assets

Increase in Capital Assets from June 30, 2004utee J30, 2005 came from leasehold
improvements to the Research Park land in the fafrtelecommunications infrastructure
improvements for the iCyt building in the ReseaRdrk. Subsequent adjustments to the
actual cost of iCyt building telecommunicationsrastructure caused the decrease in
Capital Assets from the years-ended June 30, 2006rte 30, 2006.

Lease Receivable

Lease receivable increased $35,299 between Jun@@®% and June 30, 2006. The
increase is associated with the three additiomal laases executed during the fiscal year
between UIRPLLC and the developer of the reseamtk.p The decrease in leases
receivable of $70,067 from June 30, 2004 to June2B05 is the result of the sale of the
“I” building from the developer to the University.

Changes in Current Liabilities

The increase in Accounts Payable from June 304 2060June 30, 2005 represents the
amount owed to the University by the UIRPLLC forsto incurred and paid by the
University for telecommunications infrastructurepimvements.

* Significant variations are defined as changesatgr than 20% and $13,000.
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UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
ANALYSIS OF ACCOUNTS RECEIVABLE AND LEASE RECEIVABL E
June 30, 2006 and 2005

2006 2005
ACCOUNTS RECEIVABLE - VICE CHANCELLOR
FOR RESEARCH $ 20,000 $ 20,000
LEASE RECEIVABLE - FOX/ATKINS $121.347 $ 86,048

ACCOUNTS RECEIVABLE - VICE CHANCELLOR FOR RESEARCH
Reimbursement for costs associated with thar@endment to the
development agreement between Fox/Atkins antUtheersity
of lllinois Research Park, LLC for the remainitgsts associated
with the moving of the fish ponds.

LEASE RECEIVABLE - FOX/ATKINS
The lease receivable was generated from six grteases with Fox/Atkins,
the developer of the Research Park. Althougheays from Fox/Atkins
did not start until July 2003, GASB No. 1&;counting for Operating
Leases with Scheduled Rent Increases, requires the Research Park to
recognize rent income on a straight-line baser dlve life of the leases.
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UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
COMPANY FUNCTION AND PLANNING PROGRAM
Years Ended June 30, 2006 and 2005

The Research Park was organized March 15, 2000 Hsnais Limited Liability Company with
an office located in Champaign, lllinois. The Rasé Park was organized by, and its sole
member is, the Board of Trustees of the Universitillinois (University), a body corporate and
politic of the State of lllinois. To the extentopided by the lllinois Limited Liability Company
Act, the member’s liability is limited.

The purpose of the Research Park is to developopedate a research park to encourage and
facilitate research and development and to fosten@mic growth within the State using the
University’s intellectual assets.

The Research Park prepares an annual plan thrasighudgeting process which outlines the
anticipated revenues, expenses, and capital expessifor the fiscal year.

The Research Park’s planning function is adequatad intended purpose.

University of lllinois Research Park, LLC’s offias located in Champaign, lllinois and its
address is:

60 Hazelwood, MC-659

Champaign, lllinois 61820
(217) 333-8324
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UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
AVERAGE NUMBER OF EMPLOYEES
Y ears Ended June 30, 2006, 2005, and 2004

(Unaudited)

2006 2005 2004

EMPLOYED BY UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC 1.20 1.20 2.00

Represents the pro rata share of all EnterpriseWorks employees that work for the Research Park.
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UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
SERVICE EFFORTS AND ACCOMPLISHMENTS
June 30, 2006

(Unaudited)

ACCOMPLISHMENTS FOR FISCAL YEAR ENDED JUNE 30, 2006 (FYO06)

On September 11, 2003, the Board of Directors agataertain amendments to the Operating
Agreement (bylaws) of the University of lllinois &sarch Park, LLC and the Management
Agreement between the University and the LLC. Tifect of the changes to the two
agreements was to broaden the jurisdiction of th€ to oversight of the research parks at the
Urbana campus, the Chicago campus, and other obsparks in lllinois where the University
has some operating responsibility by the statuteatract.

At the end of FY06, there were 41 tenants employgingr 1,100 people in the Research Park.
Completion of an additional multi-tenant facilityak place in FY06.

EnterpriseWorks, a 43,000 square foot incubatatitiatocated in the Park completed its third
full year of operations with nearly full occupancy.Six companies graduated from
EnterpriseWorks in fiscal 2006.

FY06 RESEARCH PARK HIGHLIGHTS

Administration

» Completion of Research Park external audit.
» Completion of the Research Park and EnterpriseWarteynal audit working with
auditors to implement recommended changes.

Development

» Executed three new land leases with the exclusese&ch Park developer including a
lease for a new hotel on the corner of First Stapelt St. Mary’s Avenue.

* Finished construction on one multi-tenant buildingd began construction on an
additional facility with expected completion in FOQ7.

Marketing
* Implemented a new web site for both EnterpriseWarkd the Research Park.

 Worked with central campus and the developer on ghesentations to companies
considering locating to the Research Park.
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UNIVERSITY OF ILLINOIS
RESEARCH PARK, LLC
SERVICE EFFORTS AND ACCOMPLISHMENTS
June 30, 2006

(Unaudited)

FY06 RESEARCH PARK HIGHLIGHTS (CONTINUED)

Incubation

Completed third year of operations of Enterprisek8owith nearly 100% occupancy.
Graduated six tenants into the private sector dute fiscal year.

Prepared a Business Continuance Plan per recomti@naé the University Office of
Internal Audit. Plan testing and implementatioti @ecur in FYOQ7.

Completed an incubator self-evaluation to furtledine policies and procedures.

Fit out remaining laboratories in EnterpriseWorkaahing full laboratory capacity for
existing HVAC system.

Worked throughout the year with prospective tendotslevelop business plans and
secure appropriate office and laboratory space.

Met with tenants monthly providing information abahe latest resources available and
updates on the EnterpriseWorks program and facility
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