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 Board of Trustees of
California Institute of Technology

We have audited the financial statements of California Institute of Technology (the "Institute") as of and for
the year ended September 30, 2010, and have issued our report thereon dated January 24, 2011. As
discussed in Note B to the financial statements, during the year ended September 30, 2009, the Institute
adopted a new accounting standard that governs the net asset classification of funds subject to an
enacted version of the Uniform Prudent Management of Institutional Funds Act for endowment funds. In
addition, as discussed in Note B to the financial statements, the Institute adopted a new accounting
standard that required it to change the measurement date of its pension and postretirement plan assets
and liabilities to coincide with its September 30, 2009 year end. 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 control 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 entity'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
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ntify any defic
ciencies in intternal control over financial reporting tha
at we conside
er to be materrial
iden
wea
aknesses, as defined abovve.
Com
mpliance and
d Other Mattters
As part of obtaining reasonab
ble assurance
e about wheth
her the Institutte’s financial statements
s
arre free of
matterial misstate
ement, we pe
erformed testss of its compliance with cerrtain provision
ns of laws, regulations,
con
ntracts and grant agreemen
nts, noncomp
pliance with which
w
could ha
ave a direct and material effect
e
on the
dete
ermination of financial stattement amoun
nts. However, providing an opinion on compliance with
w those
provvisions was not
n an objectivve of our audit and, accord
dingly, we do not express such
s
an opinion. The
resu
ults of our tes
sts disclosed no instances of noncompliiance or otherr matters thatt are required to be
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orted under Government
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dards.
Thiss report is inte
ended solely for the inform
mation and use of the Institute's audit co
ommittee, man
nagement,
othe
ers within the
e entity, federa
al awarding agencies,
a
and pass-through
h entities, and
d is not intend
ded to be
and
d should not be
b used by an
nyone other th
han these spe
ecified partiess.

Jan
nuary 24, 2011
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Report of Independent Auditors on Compliance with Requirements
That Could Have a Direct and Material Effect on Each Major Program and on Internal Control
Over Compliance in Accordance with OMB Circular A-133
To the Board of Trustees of
California Institute of Technology
Compliance
We have audited the compliance of California Institute of Technology (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 September 30, 2010.
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. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its 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.
The Institute's financial statements include the operations of the Jet Propulsion Laboratory (a Federally
Funded Research and Development Center managed by the Institute), which incurred $1,675,784,000 in
federal expenditures. These expenditures are not included in the Institute's schedule of federal
expenditures for the year ended September 30, 2010. Our audit of the Institute's Federal Awards did not
include the operations of the Jet Propulsion Laboratory because it is audited and reported upon as a
separate entity pursuant to Section 200(e) of OMB Circular A-133 and is, therefore, out of the scope of
this audit.
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, the Institute complied, in all material respects, with the requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended September 30, 2010. However, the results of our auditing procedures disclosed instances of
noncompliance with those requirements, which are required to be reported in accordance with OMB
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anying schedu
ule of findingss and questioned costs
Circcular A-133 and which are described in the accompa
as item 2010-1.
Inte
ernal Control Over
O
Complia
ance
Man
nagement of the Institute iss responsible
e for establish
hing and main
ntaining effecttive internal co
ontrol over
com
mpliance with the requirem
ments of laws, regulations, contracts,
c
and
d grants applicable to fede
eral
prog
grams. In pla
anning and pe
erforming ourr audit, we con
nsidered the Institute's inte
ernal control over
o
com
mpliance with the requirem
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uld have a dire
ect and materrial effect on a major federral program
in order
o
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mine the audiiting procedurres for the pu
urpose of exprressing our op
pinion on com
mpliance
and
d to test and report
r
on interrnal control ovver compliancce in accorda
ance with OMB Circular A-1
133, but not
for the
t purpose of
o expressing an opinion on the effectiveness of interrnal control over compliancce.
Acccordingly, we do not expresss an opinion
n on the effecttiveness of the Institute's in
nternal contro
ol over
com
mpliance.
A deficiency in in
nternal contro
ol over compliance exists when
w
the design or operatio
on of a contro
ol over
com
mpliance does
s not allow ma
anagement or employees, in the norma
al course of pe
erforming the
eir assigned
funcctions, to prev
vent, or detecct and correctt noncomplian
nce with a typ
pe of complian
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ent of a
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eral program on a timely basis.
b
A mate
erial weakness in internal control
c
over co
ompliance is a
defiiciency, or combination of deficiencies, in internal control over com
mpliance, succh that there is a
reassonable poss
sibility that ma
aterial noncom
mpliance with a type of com
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uirement of a federal
prog
gram will not be prevented
d, or detected
d and correcte
ed, on a timelyy basis.
Ourr consideratio
on of the internal control ovver compliancce was for the
e limited purpo
ose described
d in the first
para
agraph of this
s section and was not desiigned to identtify all deficien
ncies in intern
nal control over
com
mpliance that might be defiiciencies, sign
nificant deficie
encies or matterial weakne
esses. We did
d not identify
anyy deficiencies in internal co
ontrol over com
mpliance thatt we considerr to be materia
al weaknesse
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The
e Institute's re
esponse to the
e finding iden
ntified in our audit
a
is described in the accompanying schedule
s
of
find
dings and que
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onse and, acccordingly, we express
e
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Thiss report is inte
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and pass-through
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and
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