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October 17,2019
To the Board of Trustees and Residents of Community College District 508:

The following document reflects the Comprehensive Annual Financial Report (CAFR) of the City Colleges
of Chicago for the fiscal year ending June 30, 2019.

As reflected in this report, in FY2019, City Colleges allocated its resources to provide a quality, affordable
post-secondary education for more than 77,000 students, and served as a transformational environment
for Chicagoans seeking to advance their education and career.

City Colleges ended FY 2019 with $540.2M in assets, 6.4% less than the prior year, driven largely by an
adjusted decrease in grants from the State of Illinois as well as a reduction in tuition revenue. City
Colleges continues to recover from a debilitating state budget impasse and historic enrollment declines.
In spite of these challenges, sound financial management has allowed City Colleges to focus on key
priorities, including:

e Leveraging our comprehensive community colleges as centers of excellence that provide students
top notch academic instruction, access to state-of-the-art facilities like Olive-Harvey College’s
Transportation, Distribution and Logistics Center and Daley College’s Manufacturing Technology
and Engineering Center, and hands-on training that allow students compete for and secure jobs in
fast-growing fields

¢ Building on an already strong relationship with Chicago Public Schools to reinforce our status as
the national leader in community college — K-12 partnerships

e Ensuring students from across the city’s diverse neighborhoods are on the road to further
education, including innovative transfer agreements with the University of [llinois system, DePaul
University, Illinois Tech, Southern Illinois University Carbondale, and dozens more.

e Offering students the supports to ensure they are successful, including new food pantries, a
housing coordinator, an emergency fund, and the Star Scholarship for qualified CPS high school
and Big Shoulders Fund partner school students

e Providing relevant programs and in-demand work-based learning opportunities informed by
employer partners

e Turning around years of enrollment declines and rising bad debt, and

e C(Creating mutually beneficial partnerships across the city that build our students’ and our
communities’ assets

180 N. Wabash Ave., Suite 200 | Chicago, lllinois 60601 | p: (312) 553-2510 | www.ccc.edu
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With a continued emphasis on financial planning and a commitment to ensuring all of our students are
prepared to succeed, City Colleges will help to create a more inclusive Chicago economy.

[ welcome your feedback as we help students from across the city realize their dreams of higher
education and embark upon a path to upward mobility.

Sincerely,

<~ e

Juan Salgado
Chancellor, City Colleges of Chicago

180 N. Wabash Ave., Suite 200 | Chicago, lllinois 60601 | p: (312) 553-2510 | www.ccc.edu
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CITY COLLEGES’
of CHICAGO

Transmittal Letter

October 17, 2019

To Members of the Board of Trustees of City Colleges of Chicago,
Community College District No. 508:

We are pleased to submit to you the Comprehensive Annual Financial Report (CAFR) of City
Colleges of Chicago, Community College District No. 508 (City Colleges or the District), for the
fiscal year ended June 30, 2019. It has been prepared in accordance with accounting principles
generally accepted in the United States of America (U.S. GAAP), as set forth by the Governmental
Accounting Standards Board (GASB).

City Colleges also maintains its accounts in accordance with guidelines set forth by the
Government Finance Officers Association (GFOA), National Association of College and
University Business Officers (NACUBO) and the Illinois Community College Board (ICCB). To
more easily account for limitations and restrictions on certain resources, ICCB requires City
Colleges to also report by select categories of funds. The financial records of City Colleges are
maintained on the accrual basis of accounting, whereby revenues are recorded when earned and
expenses are recorded when incurred. The independent auditor’s report of RSM US LLP is
included in the financial section of this CAFR.

Responsibility for both the accuracy of the data and completeness and fairness of the
presentation, including all disclosures, rests with the management of City Colleges. To the best of
our knowledge and belief, the enclosed data is accurate in all material respects and is reported in
a manner designed to present fairly the financial position and changes in financial position of City
Colleges. All disclosures necessary to enable the reader to gain an understanding of City Colleges’
financial activities in relation to its mission have been included.

This letter of transmittal should be read in conjunction with the accompanying Management’s
Discussion and Analysis, which focuses on current activities, accounting changes, and currently
known facts.



PROFILE OF CITY COLLEGES OF CHICAGO

City Colleges is a non-home rule community college district of the State of Illinois, having
boundaries coterminous with the City of Chicago. City Colleges is established under and governed
by the Illinois Public Community College Act and operates seven colleges offering two-year
Associates’ degrees, occupational certificates, continuing education, customized business-specific
training and adult education programs. In accordance with standards established by GASB, City
Colleges has included City Colleges of Chicago Foundation as a discretely presented component
unit.

Of the Board’s eight members, the seven who vote are appointed by the Mayor of the City of
Chicago with the approval of the City Council of Chicago. One non-voting student member,
selected in accordance with the Illinois Public Community College Act, is elected from one of the
colleges.

The District currently occupies a land area of approximately 228.5 square miles, and serves an
estimated population of 2,705,994,

As a large urban school district, our colleges, students and administrators reflect the broad diversity
of our city. Our constituents are comprised of a large number of ethnic minorities, working adults,
single parents and individuals from low-income backgrounds. City Colleges’ District Office and
the seven separately accredited colleges are strategically located throughout the City of Chicago.

The number of degrees and certificates awarded in fiscal year 2019 totaled 7,658. The number of
degrees awarded was 4,151 and the number of certificates was 3,507. The vision for City Colleges
is to transform the District into a world-class institution that not only prepares students to move
into higher education, but also ensures that they have the skills necessary for employment. All of
this will need to be accomplished while enhancing and maintaining efficient and effective
operations that are not only customer focused but also fiscally responsible.

The graduation rate has steadily risen over the past seven years, growing from 11 percentage points
in 2011 to 22.9 percentage points to date in 2018. Year over year growth increased by 28 percent
over last year’s 18 percent graduation rate. Students in the Star Scholarship program are helping
to drive this year’s growth, with a 47 percentage point graduation rate.



STRATEGIC GOALS AND STRATEGIES
OUR STRATEGIC GOALS

We are committed to connecting our communities to economic opportunities and upward mobility
— no matter where our students start in life, no matter the life circumstances they contend with.

Our commitment to equity is such that we believe all of our students deserve to achieve their goals,
and we are dedicated to helping them get there.

To ensure we realize these values, over the coming year, City Colleges is developing a new
strategic framework for the District that outlines City Colleges’ mission, vision, and priorities. The
framework will provide the colleges with guidance for the creation of college-specific strategic
plans.

This strategic framework will be accompanied by targeted plans associated with key priorities,
including a road map for our relationship with the Chicago Public Schools, a capital plan, and a
strategic enrollment plan.

The strategic enrollment plan will encompass the full complement of enrollment-related activities,
from marketing, recruitment, and community outreach to retention and student financial health,
and will be critical in our efforts to realize positive enrollment growth at all of our colleges in spite
of challenging statewide enrollment trends.

FINANCIAL CHALLENGES

City Colleges faces significant financial pressures arising largely from macro-economic,
operational and external policy factors, specifically:

Health Care: Employee healthcare plans are reviewed and modified annually to ensure employees
have appropriate coverage available to address their family needs at an affordable cost. Employee
and retiree contributions toward their healthcare cost have increased slightly to offset a portion of
the increase in total cost.

Collective Bargaining Agreements: In fiscal year 2019, City Colleges of Chicago reached
agreements on several contracts, which will allow for predictable wage increases.

Vi



ECONOMIC CONDITION AND OUTLOOK

In 2018, the Federal Reserve Bank of Chicago was tasked by Congress with the goals of
maximum employment and stable prices. Their annual report shows good progress towards those
dual mandated objectives. Growth was strong, the unemployment rate declined further, and
inflation picked up and was near their two percent objective. (Federal Reserve Bank of Chicago,
2019). The Chicago Fed Survey of Business Conditions (CFSBC) Activity Index increased to —22
from —30, suggesting that growth in economic activity remained at a modest pace in July and early
August. The CFSBC Manufacturing Activity Index moved down to —39 from —34, while the
CFSBC Nonmanufacturing Activity Index moved up to —13 from —26.

The Illinois Department of Employment Security (IDES) September 26, 2019 news release
reports CHICAGO unemployment rate decreased in all fourteen Illinois metropolitan areas
compared to last August, according to preliminary data released by the U.S. Bureau of Labor
Statistics (BLS) as well as IDES. Chicago City unemployment rate decreased from 4.4% in August
2018 to 4.1% in August 2019. This represent a -3% change year-over-year (YOY).

Chicago Fed National Activity Index (CFNAI) led by declines in production-related indicators,
fell to —0.36 in July from +0.03 in June. All four broad categories of indicators that make up the
index decreased from June, and all four categories made negative contributions to the index in
July. The index’s three-month moving average, CFNAI-MA3, moved up to —0.14 in July from —
0.30 in June. The CFNAI Diffusion Index, which is also a three-month moving average, edged
down to —0.19 in July from —0.15 in June. Twenty-six of the 85 individual indicators made positive
contributions to the CFNAI in July, while 59 made negative contributions. Thirty indicators
improved from June to July, while 54 indicators deteriorated and one was unchanged. Of the
indicators that improved, 14 made negative contributions. Production-related indicators
contributed —0.25 to the CFNAI in July, down from +0.09 in June. Total industrial production
decreased 0.2 percent in July after increasing 0.2 percent in June, and manufacturing production
decreased 0.4 percent in July after rising 0.6 percent in the previous month. Employment-related
indicators contributed —0.01 to the CFNAI in July, down slightly from a neutral value in June. The
contribution of the personal consumption and housing category to the CFNAI ticked down to —
0.06 in July from —0.05 in June.

The CFNAI was constructed using data available as of August 22, 2019.
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The proposed fiscal year 2020 budget is balanced. The Unrestricted and Enterprise operating
budget of $315.9 million represents an increase of 3.0% from the prior fiscal year, allowing us to
make the investments necessary for our colleges to thrive today and into the future including:

Support for education quality, completion, and retention efforts that continue to yield
strong student outcomes, including a record high graduation rate.

Student academic and related supports. With 64% of City Colleges’ students who
responded to the Real College survey reporting housing or food insecurity, City
Colleges continues to expand its supports and partnerships to address our students’
needs. In addition to our comprehensive set of student supports from career and transfer
centers to wellness centers and advisors, this budget includes the continued expansion
of discount transit cards for qualifying part-time students (in addition to full-time
students), permanent food pantries at all colleges, a new grant-funded emergency fund
for students in crisis and a new grant-funded housing coordinator to assist students who
are housing insecure or homeless.

Scholarships, including the Star Scholarship, and early college dual enrollment and
dual credit programs, recognizing the importance of introducing students to college
early and eliminating every barrier to our students’ success.

Programming to complement the new Richard J. Daley College Manufacturing
Technology and Engineering Center and Olive-Harvey College Transportation,
Logistics and Distribution Evolution Center, which prepare students for careers in fast-
growing fields.

The investments are a sign of the imperative to continue to grow, at the same time City Colleges
works to recover from several years of state disinvestment and significant declining enrollment
trends. To balance the fiscal year 2020 budget and provide more time to implement a long-term
recovery strategy, City Colleges relies on the following approaches: using a portion of the sale of
its downtown headquarters building, increasing its tax levy by 1.9 percent, budgeting for Tax
Increment Financing surplus proceeds from the City of Chicago, identifying cost efficiencies, and
closing vacant positions. A long-term recovery strategy entails efforts underway to boost
enrollment and retention, aggressively manage bad student debt, actively manage staff hiring and
turnover, and grow an institutional advancement infrastructure.

viii



Community College State Funding

State Funding to All
State Community

Fiscal Year Colleges
2010 $ 308,471,029
2011 295,401,900
2012 295,521,900
2013 282,421,700
2014 284,916,500
2015 278,773,899
2016 74,142,300
2017 114,525,000
2018 409,595,700 *
2019 257,111,600

Source: lIllinois Community College Board
*Amounts include the appropriations from
Illinois Senate Bill 6 passed on July 6, 2017.

ACHIEVEMENTS

e Predictable labor costs through agreements with 98% of bargained for staff and faculty,
including bringing all staff to the rising minimum wage levels or greater.

e Support for education quality, completion, and retention efforts that continue to yield
strong student outcomes, including a record high graduation rate.

e The planned sale of 226 West Jackson allows City Colleges to reduce costs of a fixed asset,
build sustainability, and reinvest in communities. All City Colleges staff have been located
on a campus in the city’s neighborhoods or immediately adjacent to one, contributing to
the vitality of campuses and neighborhoods.

e Forthe second year in a row, we are fortunate to begin a new fiscal year with a state budget,
one that affords Illinois community colleges an increase over the prior year.

CAPITAL IMPROVEMENT PLAN

OnJuly 1, 2018, (fiscal year 2019), City Colleges entered a new five-year, $236.9 million capital
plan consisting of key new facility additions, strategic programmatic improvements, and necessary
deferred maintenance. For fiscal year 2020, City Colleges budgeted capital investments of up to
$42.6 million that include a capital commitment of $7.5 million in technology & technological
infrastructure, and $9.6 million in academic enhancements, and all remaining categories of capital
improvements to existing infrastructure. The projects in the fiscal year 2020 capital plan are
prioritized into two tiers. Tier 1 projects are essential to support life safety and continued
operations. Tier 2 are of secondary importance and subject to final ICCB allocations and the
Chancellor’s review.



FINANCIAL INFORMATION

Internal Control: City Colleges’ management is responsible for establishing and maintaining an
internal control structure designed to protect its assets, to prevent loss from theft or misuse of
assets, and to allow for the preparation of financial information in conformity with U.S. GAAP
under GASB. Although no internal control can guarantee complete assurance that these objectives
are met, strong controls provide reasonable assurance of this. The concept of reasonable assurance
recognizes that the cost of a control should not exceed the benefits likely to be derived and that the
valuation of costs and benefits requires estimates and judgments by management.

Budgeting Controls: The fiscal year begins on July 1 and ends on June 30 with annual
appropriations lapsing at the end of the fiscal year. Individual colleges submit budget requests
based on the colleges’ strategic and tactical plans as reviewed and approved by the Chancellor.
Administrative units submit requests for the Chancellor’s review. The Budget Office compiles
requests and recommendations for submission to the Board of Trustees for appropriation. The
appropriated budget is prepared by fund, department, account (object of expense), and program
(function).

City Colleges’ budgetary control objectives are to ensure compliance with legal provisions
embodied in the annual appropriated budget approved by City Colleges’ Board of Trustees.
Budgetary control is implemented by individual fund within each college. Board approval is
required for all transfers between funds, accounts, or programs. In addition, an amended budget
is required for increases in total appropriation in accordance with the Illinois Public Community
College Act.

Board approval is required for all purchases or exchanges of goods and services over $25,000 from
a single vendor during the fiscal year. In addition, proper segregation of duties exists both
operationally and technologically to ensure that purchase orders are properly authorized with
appropriate checks and balances.

City Colleges maintains an encumbrance accounting system as part of its budgetary control.
Encumbered amounts lapse at the end of each fiscal year.

Capital project funds are budgeted on a project-by-project basis and represent the entire project
budget for projects expected to begin in that fiscal year.

City Colleges’ financial resources are summarized in the following fund groups and individual
funds in accordance with ICCB reporting requirements.



GASB Net Position Category ICCB FUND
Unrestricted Education
Auxiliary / Enterprise
Operations and Maintenance
Operations and Maintenance — Restricted (Board
Designated Capital Projects)
Working Cash

Restricted for Specific Purpose Audit Fund
Liability, Protection and Settlement
Restricted Purposes (Grants)
Bond and Interest

Net Investment in Capital Assets Building Bond Proceeds
Long-Term Debt

Property Tax: Estimated assessed value of taxable property for tax year 2018 collectible in fiscal
year 2019 was $86,286,411,094. Estimated assessed value of taxable property for tax year 2017
collectible in fiscal year 2018 was $76,722,182,440. City Colleges’ average collection rate over
the past five years has been over 97%.

Debt Administration: Long-term and current debt at June 30, 2019 totaled $311,010,000 due to
City Colleges’ issuance of bonds Series 2013 in October 2013 and Series 2017 in December 2017.

Cash Management: Cash and investments are controlled by City Colleges’ Treasurer or Vice
Chancellor of Finance and Business Enterprises / Chief Financial Officer. Treasury is governed by
provisions within the Illinois Public Community College Act (lllinois Compiled Statutes Chapter
110, Act 805) and the Illinois Public Funds Investment Act (lllinois Compiled Statutes Chapter
30, Act 235). Fiduciary responsibility for investments is entrusted to City Colleges’ Board of
Trustees, which has delegated the function to the Treasurer of City Colleges as permitted by the
Illinois Public Community College Act.

In keeping with existing Board policy, investments of excess funds are made in a prudent,
conservative, and secure manner in accordance with guidelines detailed in the Board Rules for
Management and Government section 5.4, Investment and Depository Policies. Designation of
depositories and investment managers is authorized by the Board of Trustees.

City Colleges invests funds in various securities listed as permitted investments in the Board-
approved Investment Policy. This policy is reviewed on an annual basis and any modifications
require Board approval. The securities include, but are not limited to, money market funds, U.S.
Treasury bonds, bills, notes and certificates of deposit. Investment income for fiscal year 2019
totaled $3.9 million.
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Risk Management: The Office of Risk Management (ORM) continuously and actively assesses
and reviews potential risk and exposures the District may encounter and strives to mitigate the
potential impact on the institution. ORM procures commercial insurance to address significant
property and non-property losses for amounts in excess of self-insured retentions. The
comprehensive Commercial Insurance Portfolio is reviewed annually to determine policy limits
and retention (deductible) levels for property assets, general liability exposures, workers’
compensation injuries and educator’s legal liability matters. The current deductibles equal
$25,000, $250,000, $600,000 and $250,000 per claim, respectively.

City Colleges engages a third-party administrator to adjudicate and administer claims for general
liability, workers’ compensation, student athlete injury and student accident health claims.

OTHER INFORMATION

Independent Audit: State statutes require an annual audit by independent certified public
accountants. The City Colleges of Chicago Board of Trustees selected the audit firm of RSM US
LLP as its independent certified public accountants for fiscal year 2019. The independent auditor’s
report of RSM US LLP on the basic financial statements and supplementary schedules is included
in the financial section of this report.

Awards: The Government Finance Officers Association (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to City Colleges for its comprehensive
annual financial report for the fiscal year ended June 30, 2018. The Certificate of Achievement is
a prestigious national award recognizing conformance with the highest standards for preparation
of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized Comprehensive Annual Financial Report whose contents
conform to program standards. This report must satisfy both GAAP and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that the current
report continues to conform to the GFOA Certificate of Excellence program requirements, and we
are submitting it to GFOA again this year.

Acknowledgements: The preparation of the CAFR was made possible by the dedicated service of
the senior leadership team and staff of City Colleges. We wish to express our sincere appreciation
for the contributions they have made in preparing this report.

Respectfully submitted,

Maribel Rodriguez Daryl J. Okrzesik
Chief Financial Officer Associate Vice Chancellor, Treasurer

Xii



CITY COLLEGES OF CHICAGO
COMMUNITY COLLEGE DISTRICT NO. 508
PRINCIPAL OFFICIALS
Year Ended June 30, 2019

BOARD OF TRUSTEES

Walter E. Massey Ph.D., Chair
Elizabeth Swanson, Vice Chair
Clarisol Duque, Secretary
Peggy A. Davis, Trustee
Karen Kent, Trustee
Darrell A. Williams, Trustee
Deborah H. Telman, Trustee
Armani Alexander, Student Trustee
Tracey B. Fleming, Chief Advisor to the Board of Trustees
Ashley Kang, Assistant Board Secretary
John Gasiorowski, Inspector General
Gina Gentile, Director, Internal Auditing

ADMINISTRATIVE OFFICERS

Juan Salgado, Chancellor
Eric B. Lugo, Executive Vice Chancellor, Institutional Advancement and Chief of Staff
Dr. Mark Potter, Provost & Chief Academic Officer
Dr. Stacia Edwards, Deputy Provost
Maribel Rodriguez, Chief Financial Officer
Karla Mitchell Gowen, General Counsel
Jennifer Mason, Vice Chancellor, Legislative and Community Affairs
Carmen V. Lidz, Chief Information Officer
Rhonda K. Brown, Vice Chancellor, Institutional Advancement
Dr. Stacia Thompson, Vice Chancellor, Economic & Workforce Innovation
Dr. Janine Jonosky, President, Richard J. Daley College
Dr. Peggy Korellis, Interim President, Harold Washington College
Dr. Gregory Thomas, President, Kennedy-King College
David A. Sanders, President, Malcolm X College
Kimberly Hollingsworth, President, Olive-Harvey College
Dr. Shawn L. Jackson, President, Harry S. Truman College
Dr. David Potash, President, Wilbur Wright College

REPORT ISSUED BY

Office of Finance

Xiii



CITY COLLEGES’
of CHICAGO

C

Executive Staff Organizational Chart

Internal Audit
Director

Executive Vice
Chancellor &

BOARD OF TRUSTEES
Inspector CHANCELLOR Chief Advisor to the General
General Board of Trustees Counsel
Chief Financial Chief Talent Provost & Chief Chief Information Chief Strategy

Chief of Staff Officer Officer Academic Officer Officer Officer
|
President Pre5|der?t Pre5|denjc President F.’re5|dent President President
Harold Washington Kennedy-King Olive-Harvey .
Daley College Malcolm X College Truman College Wright College
College College College

Director of Special

Xiv

Updated August 2019



P

Government Finance Officers Association

Certificate of

Achievement
for Excellence
in Financial
Reporting

Presented to
City Colleges of Chicago

Illinois

For its Comprehensive Annual

Financial Report
for the Fiscal Year Ended

June 30, 2018

MP-W

Executive Director/CEQO

XV



Financial Section



I

RSM

RSMUSLLP

Independent Auditor's Report

To the Board of Trustees
City Colleges of Chicago
Community College District No. 508

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the discretely
presented component unit of City Colleges of Chicago, Community College District No. 508 (City
Colleges) as of and for the year ended June 30, 2019, and the related notes to the financial statements,
which collectively comprise City Colleges’ basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.
The financial statements of the discretely presented component unit were not audited in accordance with
Government Auditing Standards.

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

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

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities, and the discretely presented component unit,
of City Colleges of Chicago, Community College District No. 508, as of June 30, 2019, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Required
Supplementary Information, such as Management’s Discussion and Analysis, Schedule of Changes in
Net OPEB Liability and Related Ratios, and the Schedule of Proportionate Share of Net Pension Liability
be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise City Colleges’ basic financial statements. The Uniform Financial Statements, as required by the
lllinois Community College Board, the Schedule of Expenditures of Federal Awards are required by Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, and the introductory and statistical sections are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The Uniform Financial Statements, except for the Certification of Chargeback Reimbursement for Fiscal
Year 2019, which are unaudited, and the Schedule of Expenditures of Federal Awards are the
responsibility of management and was derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements, or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the Uniform Financial Statements, except for the
Certification of Chargeback Reimbursement for Fiscal Year 2019, and the Schedule of Expenditures of
Federal Awards, are fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

The introductory and statistical sections and the Certification of Chargeback Reimbursement for Fiscal
Year 2019 have not been subjected to the auditing procedures applied in the audit of the basic financial
statements, and accordingly, we do not express an opinion or provide any assurance on them.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October, 17
2019, on our consideration of City Colleges’ 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. The purpose of that report is solely 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
effectiveness of City Colleges’ internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering City
Colleges’ internal control over financial reporting and compliance.

PSKM VS LLP

Chicago, lllinois
October 17, 2019
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CITY COLLEGES’ Community College District No. 508
of CHICAGO Management’s Discussion and Analysis

The discussion and analysis of City Colleges of Chicago financial performance provides an overall
review of City Colleges’ financial activities for the fiscal year ended June 30, 2019. This
discussion and analysis focuses on current activities, currently known facts and related changes.
The management of City Colleges encourages readers to consider the information being presented
herein in conjunction with the transmittal letter that precedes this section and the basic financial
statements and accompanying notes (which immediately follow this section) to enhance their
understanding of City Colleges’ financial performance. All amounts, unless otherwise indicated,
are expressed in millions of dollars. Certain comparative information between the current and
prior year is required to be presented in the Management’s Discussion and Analysis (the
“MD&A”). Responsibility for the completeness and fairness of the information presented here
rests with City Colleges.

Using This Annual Report

The basic financial statements focus on City Colleges as a whole. The accompanying basic
financial statements are designed to emulate the presentation model of private sector business-type
activities, whereby all City Colleges’ activities are consolidated into one total. The Statement of
Net Position combines and consolidates all financial resources with long-term capital assets and
debt. The Statement of Revenues, Expenses and Changes in Net Position describes operating
results, comparing revenues derived from operations such as tuition and fees with operating
expenses, and non-operating results. Non-operating revenues include funding received from State
apportionment, grants, and property taxes. This approach is intended to facilitate analysis of
financial results of various services to students and the public.

Financial Highlights

Statement of Net Position

The total net position as of June 30, 2019 decreased by $37.1 million to $540.2 million which was
largely due to a decrease in enrollment and tuition revenue and an increase in scholarships and
waivers. Inaddition, funding from the State of Illinois for fiscal year 2019 reverted to the expected
amount of $47.6 million. Because of the late approval of supplemental funding for fiscal year
2017, City Colleges recognized $31.4 in revenue appropriated to City Colleges for fiscal year 2017
in fiscal year 2018.



CITY COLLEGES’ Community College District No. 508
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Overview of Financial Statements

Total current assets decreased by $33 million as compared to the prior year, mainly due to the
decrease in short term investments and accounts receivable. While capital assets less accumulated
depreciation increased only slightly by $3.4 million, other non-current assets decreased by $42.1
million as restricted cash was used to acquire capital assets and pay down the principal and interest
on outstanding bonds.

Total current liabilities decreased by $20.2 million as City Colleges paid down its accounts payable
and accrued liability balances as well as recognizing $4.2 million in previously unearned grant
revenue.

Total non-current liabilities decreased by $15.3 million. This was mainly due to a $9.4 million
decrease in other post-employment benefits and a decrease of $5.5 million in bonds payable. The
deferred inflows of resources are the deferred property tax revenue and other post-employment
benefits that have been presented separately in the financial statements to conform to GASB
Statements 65 and 75, respectively.
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Table 1

Condensed Statements of Net Position
(in millions of dollars)

2019 2018 Change

Current assets $ 1798  $ 2128 $ (33.0)
Non-current assets

Capital assets 1,356.7 1,337.6 19.1

Less accumulated depreciation (435.4) (419.7) (15.7)

Other assets 39.5 81.6 (42.1)
Total assets 1,140.6 1,212.3 (7T1.7)
Deferred outflows of resources 4.2 0.7 35
Current liabilities 68.9 89.1 (20.2)
Non-current liabilities 4451 460.4 (15.3)
Total liabilities 514.0 549.5 (35.5)
Deferred inflows of resources 90.5 86.2 4.3
Net position

Net investment in capital assets 622.4 653.9 (31.5)

Restricted for specific purposes 04 2.0 (1.6)

Unrestricted (82.6) (78.6) (4.0
Total net position $ 5402  $ 5773 $ (37.1)
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Table 2

Condensed Statements of Revenues, Expenses and Changes in Net Position

(in millions of dollars)

Operating 2019 2018 Change
Revenues $ 41.3 $ 49.7 $ (8.4)
Expenses (484.9) (504.8) 19.9

Operating loss (443.6) (455.1) 115

Non-operating
Revenues 407.4 450.2 (42.8)
Expenses (12.6) (12.1) (0.5)

Net non-operating revenues 394.8 438.1 (43.3)

Income (loss) before capital contributions (48.8) (17.0) (31.8)

Capital contributions 11.7 1.9 9.8

Change in net position (37.1) (15.2) (22.0)

Net position, beginning of year 577.3 592.4 * (15.1)

Net position, end of year $ 5402 $ 577.3 $ (37.1)

* Net position has been restated as of July 1, 2018 due to the implementation of GASB 75.

Changes in Net Position
Years Ended June 30,
(in millions of dollars)

2019 2018
Total revenue $ 4478 $ 489.7
Total expenses (484.9) (504.8)

Decrease in net position $ (37.1) $ (15.1)
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Statement of Revenues, Expenses and Changes in Net Position

Operating revenues decreased by $8.4 million from the previous year because of decreases in
enrollment and the subsequent net student tuition and fees, scholarships, and other operating
revenues.

Net non-operating revenues and expenses decreased by $43.3 million in fiscal year 2019. While
City Colleges received $6.9 million less in other state grants and contracts and realized a $7.8
million reduction in gains on the disposal of assets, the majority of the decrease was caused by the
late approval of supplemental state funding for fiscal year 2017, where City Colleges recognized
$31.4 in revenue appropriated for fiscal year 2017 in fiscal year 2018. Funding from the State of
Ilinois for fiscal year 2019 reverted to the expected amount of $47.6 million.

Table 3
Operating Revenues and Non-Operating Revenues (Expenses)
(inmillions of dollars)

Operating revenues 2019 2018 Change
Student tuition and fees $ 925 $ 948 $ (2.3)
Less scholarships (56.3) (51.3) (5.0)
Other operating 5.1 6.2 (1.1)

Total operating revenues 41.3 49.7 (8.4)

Non-operating revenues (expenses)

State apportionment and equalization 47.6 77.6 (30.0)
Other state grants and contracts 139.8 146.7 (6.9)
Local grants and contracts 4.5 3.1 14
Local property taxes 1255 1254 0.1
Personal property replacement tax 13.5 12.1 14
Federal grants and contracts 72.0 74.0 (2.0)
Interest payments on debt (12.6) (12.1) (0.5)
Litigation settlement - 0.7 0.7)
Investment income 3.9 2.2 1.7
Other non-operating revenues 0.6 8.4 (7.8)

Total non-operating revenues (expenses) 394.8 438.1 (43.3)
Capital appropriations and grants 11.7 1.9 9.8

Total $447.8 $489.7 $ (41.9)
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Table 3

Operating Revenues and Non-Operating Revenues (Expenses)
(inmillions of dollars)

Operating Revenue and Non-Operating
Revenue (Expenses) by Source
For the year ended June 30, 2019

1.0%
Local grants and . 2|8-0°/0
contracts ocal property
taxes

31.2% 3.0%
Other state grantsand Personal property
contracts replacement tax
16.1%
Federal grants
and contracts
10.6% -2.8%
State apportionmen Interest payments on
and equalization debt
0.0%
1.1% Litigation
Other operating settlement

8.1% 2.6%
Student tuition an apital 0.9%
fees, net Other non- appropriations and Investment
operating revenue grants income

Total operating expenses decreased by $19.9 million in fiscal year 2019. This was mainly due to
an $18.1 million decrease in depreciation expense, a $4.6 reduction in student-related bad debt
expense, a $1.6 million decrease in general liability expense, and a $5.7 million reduction in
pension expense for in-kind payments.
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Table 4

Operating Functional Expenses
(in millions of dollars)

Operating expenses 2019 2018 Change
Instruction $ 160.2 $ 160.7 $ (0.5
Academic support 34.2 33.2 1.0
Student services 54.6 51.8 2.8
Public service 2.6 2.7 0.1)
Organized research 0.1 0.1 -
Operations and maintenance of plant 69.2 67.4 1.8
Institutional support 72.7 77.3 (4.6)
Financial aid 30.4 31.4 (2.0
Auxiliary 14.3 155 1.2)
Depreciation 46.6 64.7 (18.1)

Total operating expenses $ 484.9 $ 504.8 $ (19.9)

Operating Functional Expenses
For the year ended June 30, 2019

Depreciation
10%

Auxiliary
3%

Instruction
33%

Financial aid
6%

Institutional support Academic
15% su7p£ort
0
Operations and
maintenance of plant Student senices

14% 11%

Organized research Public senice
0% 1%
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Net Capital Assets and Non-Current Liabilities

As of June 30, 2019, City Colleges had $1,356.7 million in capital assets and $435.4 million in
accumulated depreciation, resulting in $921.3 million in net capital assets. Some construction in
progress projects were completed and put into service, while obsolete software was written off.
This investment in net capital assets includes land, buildings and improvements, construction in
progress, equipment, vehicles and software. The total decrease in City Colleges’ net capital assets
for the current fiscal year is $3.3 million. (See Note 4)

Table 5
Capital Assets (Net of Accumulated Depreciation)
(in millions of dollars)

Capital assets 2019 2018 Change
Land $ 51.4 $ 514 % -
Buildings and improvements 1,192.6 1,091.3 101.3
Construction in progress 5.9 58.3 (52.4)
Equipment 64.2 64.0 0.2
Software 42.6 72.6 (30.0)

Total 1,356.7 1,337.6 19.1

Less accumulated depreciation (435.4) (419.6) (15.8)

Net capital assets $ 921.3 $ 9180 $ 3.3
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Total non-current liabilities decreased by $15.3 million to $445.1 million. This was mainly due to
a $9.4 million decrease in the expense and reserve for other post-employment benefits and a $5.6
million decrease in bonds payable as both series of outstanding bonds were paid down. See Note
12 for more detailed information regarding long-term debt activity.

Table 6
Non-Current Liabilities
(inmillions of dollars)

2019 2018 Change
Accrued compensated absences $ 27 $ 25 0.2
Accrued property tax refunds 185 18.9 (0.4)
Sick leave benefits 35 3.9 (0.4)
Other post-employment benefits 98.3 107.7 9.4)
Bonds payable, net of premiums & discounts 320.4 326.0 (5.6)
Lease obligations 8.5 9.2 0.7)
Sub-total 451.9 468.2 (16.3)
Less current portion (6.8) (7.8) 1.0
Total non-current liabilities $ 4451 $ 4604 (15.3)

Requests for Information

This financial report is designed to provide a general overview of City Colleges’ finances.
Questions concerning the report or requests for additional information should be addressed to the
Chief Financial Officer, City Colleges of Chicago, 180 N. Wabash, Suite 200, Chicago, IL 60601.
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City Colleges of Chicago
Community College District No. 508
Statement of Net Position
June 30, 2019

Assets

Current assets:
Cash and cash equivalents $ 16,390,584
Short-term investments 84,580,128
Property tax receivable, net 57,996,391
Personal property replacement tax receivable 2,158,338
Other accounts receivable, net 18,644,765

Total current assets 179,770,206

Non-current assets:

Restricted cash 35,707,459
Funds held by others - restricted 232,055
Other accounts receivable 3,508,260
Capital assets not being depreciated 57,283,027
Capital assets being depreciated, net 864,052,298
Total non-current assets 960,783,099
Total assets 1,140,553,305

Deferred outflows of resources

Deferred other post employment benefits 3,627,160
Deferred grant-related pension contributions 616,634
Total deferred outflows of resources 4,243,794
Liabilities
Current liabilities:
Accounts payable 12,562,006
Accrued payroll 20,752,449
Other accruals 2,982,143
Deposits held in custody for others 1,387,878
Unearned tuition and fees revenue 5,890,028
Unearned grant revenue 641,588
Other liabilities 17,908,043
Current portion of non-current liabilities 6,818,642
Total current liabilities 68,942,777

Non-current liabilities:

Accrued compensated absences 2,662,644
Accrued property tax refunds 18,512,069
Sick leave benefits 3,488,021
Other post-employment benefits 98,287,002
Bonds payable, net of premiums and discounts 320,445,797
Lease obligations 8,516,221
Less current portion of non-current liabilities (6,818,642)
Total non-current liabilities 445,093,112
Total liabilities 514,035,889

Deferred inflows of resources

Deferred other post employment benefits 29,442,112

Deferred property tax revenue 61,090,733
Total deferred inflows of resources 90,532,845
Net position
Net investment in capital assets 622,386,371
Restricted for specific purposes:

Audit 238,546

Liability, protection, and settlement 194,117
Unrestricted (82,590,665)
Total net position $ 540,228,369

The accompanying notes are an integral part of these basic financial statements.
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City Colleges of Chicago
Community College District No. 508
Statement of Revenues, Expenses and Changes in Net Position
Fiscal Year Ended June 30, 2019

Revenues
Operating revenues:
Student tuition and fees:

Resident tuition $ 85,798,034
Nonresident tuition 5,611,992
Fees 1,064,440
Less: Scholarship allowances (56,328,989)
Net student tuition and fees 36,145,477
Other operating revenues 5,143,109
Total operating revenues 41,288,586
Expenses
Operating expenses:
Instructional salaries 88,524,100
Non-instructional salaries 109,912,039
Fringe benefits 155,017,642
Supplies 16,590,301
Professional development 1,080,524
Utilities 8,140,159
Contractual services 22,418,335
Depreciation 46,570,373
Financial aid, exclusive of scholarship allowances 30,392,713
Other expenses 6,245,996
Total operating expenses 484,892,182
Operating loss (443,603,596)

Non-operating revenues (expenses):

State apportionment and equalization 47,565,890
Other state grants and contracts 139,865,030
Local grants and contracts 4,461,449
Local property taxes 125,547,962
Personal property replacement tax 13,490,094
Federal grants and contracts 72,002,237
Investment income 3,941,896
Interest payments on debt (12,632,012)
Other non-operating revenue 586,271
Total non-operating revenues (expenses) 394,828,817
Loss before capital appropriations and grants (48,774,779)
Capital appropriations and grants 11,711,485
Change in net position (37,063,294)
Net position, beginning of year 577,291,663
Net position, end of year $ 540,228,369

The accompanying notes are an integral part of these basic financial statements.
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City Colleges of Chicago
Community College District No. 508
Statement of Cash Flows
Fiscal Year Ended June 30, 2019

Cash flows from operating activities

Tuition and fees

Payments to suppliers
Payments to employees

Payments to students
Other operating receipts

Net cash used in operating activities

Cash flows from noncapital financing activities

Local property taxes

State apportionment, grants and contracts
Personal property replacement tax

Grants and contracts

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities
Purchases of capital assets
Payment received on note receivable

Interest paid on debt

Net cash used in capital and related financing activities

Cash flows from investing activities
Proceeds from sales and maturities of investments

Purchases of investments
Interest received on investments

Net cash provided by investing