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GOVERNMENT FINANCE OFFICERS ASSOCIATION

Distinguished
Budget Presentation
Award

PRESENTED TO

City Colleges of Chicago

Ilinois

Forthe Fiscal Year Beginning

July 1, 2015

ey # S

Executive Durector

The Government Finance Officers Association of the United States and Canada (GFOA) presented a Distinguished
Budget Presentation Award to City Colleges of Chicago, Illinois for its annual budget for the fiscal year beginning July 1,
2015. In order to receive this award, a governmental unit must publish a budget document that meets program criteria as a
policy document, as an operations guide, as a financial plan, and as a communications device.

This award is valid for a period of one year only. We believe our current budget continues to conform to program
requirements, and we are submitting it to GFOA to determine its eligibility for another award.



MESSAGE FROM THE CHANCELLOR

When | launched City Colleges of Chicago’s
Reinvention six years ago, | laid out clear student
success goals that call for more of our students to
complete relevant programs in a timely fashion and
move on to further college and careers. The hard
work of our faculty and staff has ensured that we have
made significant progress toward these goals — more
than doubling the graduation rate and awarding the
highest number of degrees in City Colleges’ history.
Strategic investments, made possible by greater
efficiencies, strong financial practices and balanced
budgets have supported this progress.

City Colleges’ budget for FY2017 is balanced, as it
has been each year of Reinvention, despite an
increasingly challenging state budget situation. This
IS an austerity budget built on the fiscal prudence of
previous budgets under Reinvention. It is balanced
without a tuition or tax increase and without layoffs.

The continued erosion of state funding and a lack of a state budget, however, puts City Colleges’ efforts
to reach its ambitious student outcome goals at risk in the coming years. As of this printing, as a result of
the state budget impasse, City Colleges had received just a quarter of its $60 million state funding
disbursement for the FY2016 year, causing it to expend $25 million to date this year from reserve funds.
This comes on top of a cumulative loss of $30 million in state funding since 2011.

The State budget crisis had two large impacts on CCC in FY2016 that look likely to be repeated to some
degree in FY2017: drastic reductions in lllinois Community College Board funding to CCC on the one
hand, and underfunding of MAP grants by the State on the other hand, which drove down enrollment
because students cannot afford to attend.

Despite the challenges, City Colleges strives to build upon the educational and operational gains we have
made to date, as outlined below.

ACHIEVEMENTS

An efficient use of resources and strategic investments have allowed us to make progress against
the four academic goals of Reinvention:

e The number of degrees and certificates awarded in FY15 topped 11,000, which is 50 percent
higher than when Reinvention began. The number of degrees awarded was 4,944, the highest
on record in the history of City Colleges.
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e The federal IPEDS graduation rate has more than doubled from 7% to 17% percent since the launch
of Reinvention. The IPEDS graduation rate is calculated using a formula set by the federal
government that covers only first-time, full-time students who complete a degree or certificate
program within 150% of the program’s length (i.e. 3 years for a 2-year Associate’s Degree and 9
months for a six-month certificate).

e Adult education transitions to credit are up 171% since the launch of Reinvention.

o The College to Careers initiative, which began in 2013, has helped more than 4,000 students
find a job or a paid internship. More than 150 corporate and four-year college partners are
working with us to redesign curricula, facilities, and to offer our students access to real world
learning opportunities, jobs and internships. New partnerships include: IT internships at
Accenture and insurance and financial services apprenticeships with Aon.

e Inits first year, more than 1,000 students received the Chicago Star Scholarship. STAR
student retention is currently at 94%, and enrollment grew 25% in the Spring semester. The
Chicago Star Partnership, a group of four-year colleges and universities who have committed
to providing scholarships to Chicago Star Scholars pursuing four-year degrees following their
graduation from CCC, was launched and has grown to include 15 Chicago-area partner
colleges and universities. FY2017 Star Scholar enroliment is forecasted to follow that same
pattern with a projected 2,615 enrollees over the FY2017 Fall and Spring semesters.

We also recognize that City Colleges requires strong operational practices to deliver on our commitment
to students and taxpayers alike, and those practices are indicated by the achievements below:

City Colleges ended FY2015 with total net assets of $859 million.
City Colleges has saved $70 million since the launch of Reinvention through increased efficiencies
and the elimination of redundancies, which has been reinvested back into the classroom.

o City Colleges made strong progress against the five-year capital plan launched in FY2014, which
includes investments in system-wide academic and student-facing technology enhancements (i.e.,
smart classrooms, science classrooms, libraries, labs, and student support centers).

e City Colleges opened the new Malcolm X College and School of Health Sciences in January 2016.
Designed with input from health care employers, the new campus reflects the latest tools in health
care education including a virtual hospital, and will prepare students to succeed in the health care
field.

o City Colleges continues to work to complete the previously state-run Transportation, Distribution and
Logistics Center project at Olive-Harvey College, and planning for a new advanced manufacturing
center at Daley College is underway.

FY 2017 BUDGET HIGHLIGHTS

City Colleges’ proposed FY2017 budget projects operating revenues of $474.6 million, a decrease of
6.7% or $33.9 million from the FY2016 budget, due to the ongoing State of Illinois fiscal crisis.

The overall FY2017 City Colleges budget stands at $523.7 million, down $171.9 million (24.7 percent)
from FY2016, due to the decrease in operating funds as well a nearly 80 percent decrease year-over-year
in budgeted capital funds, the latter being driven by the completion of Malcolm X College in FY2016 and
CCC foregoing capital investments in response to the State budget issue.

Like every budget under Reinvention, City Colleges’ budget is balanced with no increase in property
taxes. In fact, there has been no increase in City Colleges’ property tax levy since 2009.
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Through sound financial management and the hard work of our faculty and staff, City Colleges will
continue to ensure each and every student’s success in FY2017.

I hereby respectfully submit the budget for Fiscal Year 2017 for City Colleges of Chicago, District 508.

Sincerely,

0 {‘x )

e ;{ 4

Cheryl L. Hyrhan

Chancellor
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CITY COLLEGES OF CHICAGO

Community College District No. 508

FY2017 BUDGET OVERVIEW

CHALLENGES PRESENTED BY THE STATE FISCAL CRISIS

The FY2017 budget is 10.0% lower than the first Reinvention budget in FY2011, and so City Colleges must continue to
do more with less as Reinvention moves forward. The most pronounced cuts came in administrative functions that, while
they do not impact students directly, have strong repercussions on our ability to maintain the same level of institutional
effectiveness and enhanced delivery of higher student outcomes.

Overall, education fund spend on institutional support (administrative overhead) is down 27% in this budget, while core-
mission spend on instruction, academic support and student services is down only 7%. This continues to reflect the
strategic shift of resources toward academics under Reinvention. Even with this year’s modest slowdown in core-mission
allocation, education fund expenditures on instruction and student supports and services remain $3 million dollars above
the pre-Reinvention budget in FY2010. In comparison, the FY2017 education fund expenditures for administrative
overhead are nearly $19 million (30%) below what they were in the FY2010 budget.

With this continued emphasis on students and academic success, this budget is designed to continue to build on the
dramatic inroads made under Reinvention that have led to, among other achievements, increases of 142% in the
graduation rate and 125% in degrees awarded.

Yet, cumulative State cuts are taking a heavy toll on the organization. After being cut $30 million in State funding from
FY2011 to FY2015, City Colleges lost another $45 million in ICCB funding in FY2016 alone. In addition, City Colleges
students had to forego $8 million in State MAP grants, which led to approximately 5,000 being prevented from enrolling
in Fall 2015, denying these Chicagoans crucial academic opportunities and leading to additional revenue decreases for
City Colleges.

While City Colleges did not have to resort to layoffs in FY2016 and while this budget does not contemplate layoffs for
FY2017, the State budget crisis forced a drastic slowdown in filling positions that became vacant. This will inevitably
hinder institutional effectiveness, even as faculty and student-facing positions continue to be filled. Overall, the FY2017
budget allocation for salaries and benefits is down 11% (nearly $30 million) compared to the FY2016 budget. Cuts
outside of personnel are even deeper: Non-personnel funds made up 59% of the FY2016 budget, versus 51% in FY2017.

Another fiscal threat looms over the FY2017 budget: That the State of Illinois will fail to meet basic funding obligations
for a second straight year. In FY2016, City Colleges was told to expect $59.9 million in direct funding from the Illinois
Community College Board, yet has received only $14.4 million (overall, forecasted ICCB funding was $61.2 million, but
$1.3 million was a federal pass-through). The FY2017 budget forecasts $55.8 million in direct ICCB funding, down
nearly 7% from the FY2016 expected level and consistent with various proposals floated this spring in the Illinois General
Assembly.

Should the State fail to allocate more than a fraction of expected funds in FY2017, City Colleges will once again be
forced navigate this lack of adequate funding through a variety of additional austerity measures and allocation of reserve
funds. While the commitment remains that under no scenario will City Colleges resort to layoffs in FY2017, a repeat of
the FY2016 situation in FY2017 would have catastrophic consequences as key operations and systems would be rolled
back to bare-bone levels. Should the fiscal crisis continue through FY2017, City Colleges would end the year in a very
challenging financial position and would be staring at draconian cutbacks for FY2018.

A continued defunding of community colleges in Illinois would jeopardize the progress in student outcomes made under
Reinvention. These are not mere budgets and financial projections that hang in the balance, but the ability to improve
lifelong economic prospects for a generation or more.
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CITY COLLEGES OF CHICAGO

Community College District No. 508

OVERVIEW OF FUNDING SOURCES

The FY2017 City Colleges of Chicago budget is balanced despite declining State support. The overall budget of $523.7
million reflects a 24.7% decrease over the prior fiscal year, principally because of reduced capital spending resulting from
completion of the new Malcolm X campus and the continuing hold on Olive-Harvey’s TDL building. An expected
decrease in enrollment due to declining unemployment and reductions in State-funded student aid will negatively affect
tuition revenue.

FY2017 All Funds Budget by Fund Type

($ in millions)

FY2015 FY2016 FY2017

Audit Budget Budget $ Change % Change

Operating Funds
Unrestricted $ 2827 $ 3138 $ 288.6 $ (25.2) -8.0%
Enterprise 9.6 11.2 9.9 (1.3) -11.6%
Restricted 131.1 183.5 176.1 (7.4) -4.0%
Total Operating 423.4 508.5 474.6 (33.9) -6.7%
Capital Fund 117.2 172.8 35.2 (137.6) -79.6%
Debt Service 12.9 14.3 13.9 (0.4) -2.8%
Total Appropriation | $ 553.6 $ 695.6 $ 5237 $ (171.9) -24.7%

The operating funds are composed of the Education; Operations and Maintenance (O&M); Auxiliary/Enterprise; Liability,
Protection and Settlement; Financial Auditing; and Restricted Purposes Funds and account for 90.6% of the total budget.
The FY2017 budget proposes a decrease in operating fund appropriations of $33.9 million and a decrease of $138.0
million for capital improvement projects (including both capital funds and debt service) compared to FY2016.

Overall unrestricted operating resources are budgeted to decrease by 8.0%. Local Government revenues are increasing by
$0.1 million from FY2016. Though the tax levy will remain unchanged, as it has since the beginning of Reinvention,
revenues from property taxes will increase because of one-time recovery of expired Tax Increment Financing Equalized
Assessed Value and lower estimates for loss and cost charges. Although revenue from course registrations is budgeted to
decrease in FY2017 compared to the FY2016 budgeted amount, the FY2017 budgeted revenue is higher compared to the
FY?2016 end-of-year estimated actual amount. The credit hour Tuition for FY2017 forecast reflects a moderately
conservative assumption of a 60% increase in STAR enrollment offset by an overall 3.5% decrease in headcount
enrollment. As mentioned above, State government support is projected to be cut by $7.4 million compared to FY2016
due to the Illinois Community College Board’s funding formula, even as ICCB’s overall funding for community colleges
remains stable. Lower investment income is projected due to an expected decrease in funds under management.
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CITY COLLEGES OF CHICAGO

Community College District No. 508

FY?2017 Unrestricted Funds Budget by Sources and Uses

($ in millions)

FY2016 FY2017 o
Unrestricted Funds Budget Budget $ Change 76 Change
Resources
Local Government $ 120.0 $ 1201 $ 0.1 0.1%
State Government 55.9 48.5 (7.4) -13.2%
State Government (Adult Ed) 5.3 5.3 - 0.0%
Federal Government 0.3 0.6 0.3 100.0%
Tuition and Fees 127.0 111.4 (15.6) -12.3%
Auxiliary/Enterprise 0.9 0.9 - 0.0%
Investment Revenue 1.0 0.6 0.4) -40.0%
Facilities Rentals 1.4 1.2 0.2) -14.3%
Transfer * 2.0 - (2.0) -100.0%
Resource Total 313.8 288.6 (25.2) -8.0%

Expenditures

Salaries 215.3 188.0 (27.3) -12.7%
Employee Benefits 32.1 33.0 0.9 2.8%
Contractual Services 23.3 16.5 (6.8) -29.2%
Materials and Supplies 15.6 13.7 (1.9) -12.2%
Travel and Conference 1.4 0.9 (0.5) -35.7%
Fixed Charges 3.4 3.3 (0.2) -2.9%
Utilities 8.2 8.1 (0.1) -1.2%
Other Expenditures
Bad Debt 1.7 3.2 1.5 88.2%
Waivers and Scholarships 6.0 13.7 7.7 128.3%
Other Expenditures 1.1 1.7 0.6 54.5%
Expenditure Total $ 3081 $ 2821 $ (26.0) -8.4%
Revenues less Expenditures 5.7 6.5 0.8 -0.4%

Underwriting Transfer to Enterprise
and Debt Service Funds

Net Balance after Transfer - - - 0.0%

(5.7) (6.5) (0.8) 14.0%

* Liability, Protection, and Settlement Fund Excess Reserve Accumulation
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CITY COLLEGES OF CHICAGO

Community College District No. 508

FY2017 Unrestricted Operating Funds include the Education, O&M, Liability and Audit Funds. Facilities rentals, in the
operating funds are budgeted to be lower in FY2017 than FY2016 in response to improving information about the demand
for the use of City Colleges' facilities by outside entities.

The District continues to adhere to the principle established by Board Resolution #29253, approved February 5, 2009,
which established the practice of maintaining the fund balance of the unrestricted funds (Education Fund, O&M Fund,
Auxiliary/Enterprise Fund, and Working Cash Fund) equal to 3% of total actual annual expenses. Any excess is
transferred during the annual close of the fiscal year by the Chief Financial Officer or Treasurer to the O& M (Restricted)
Fund for capital projects approved by the Board.

FY2017 Enterprise Funds Budget by Sources and Uses

($ in millions)

FY2016 FY2017
Enterprise Funds Budget Budget $ Change % Change
Revenues
Auxiliary/Enterprise $ 11.2 $ 9.9 $ (1.3) -22.8%
Revenue Total 11.2 9.9 (1.3) -11.6%
Expenditures
Salaries 7.6 7.1 (0.5) -6.6%
Employee Benefits 1.1 1.1 - 0.0%
Contractual Services 4.2 3.7 (0.5) -11.9%
Materials and Supplies 0.9 0.9 - 0.0%
Other Expenditures 0.6 0.6 - 0.0%
Expenditure Total $ 14.4 $ 13.4 $ (1.0) -6.9%
Revenues less Expenditures 3.2) (3.5) (0.3) 9.4%
Underwriting Transfer from
Unrestricted Fund 3.2 35 0.3 9.4%
Net Balance after Transfer - - - 0.0%

FY2017 Enterprise Funds record activities that are expected to generate revenues sufficient to cover all or a large portion
of their expenses. The primary activities accounted for in the Auxiliary/Enterprise Fund are managed by the Office of
Finance and Business Enterprises, Kennedy-King College, and the Office of Strategy and Institutional Intelligence (see
pages 215, 83, and 289 respectively). These include WYCC, City Colleges’ television station; child care services,
wherein City Colleges collects fees to care for children; restaurants that are part of Kennedy-King College’s in-house
laboratory for culinary students; and the French Pastry School. There are also Campus Enterprise funds, activities for
Professional and Personal Development Programs (PPD), Goldman Sachs’ 10,000 Small Businesses Program, and CHA’s
Workforce Development. The goal for enterprise activities is that at a minimum they are or will become self-sustaining.
Currently some are in an early start-up phase. They are expected eventually to be self-supporting and potentially income-
generating.
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CITY COLLEGES OF CHICAGO

Community College District No. 508

FY2017 Restricted Funds Budget by Sources and Uses

($ in millions)

FY2016 FY2017 o
Restricted Funds Budget Budget SCITE LIS
Revenues
Local Government $ 4.5 $ 4.1 $ (0.4) -8.9%
State Government 7.7 7.5 (0.2) -2.6%
Federal Government 171.0 164.1 (6.9) -4.0%
Other Sources 0.3 0.4 0.1 33.3%
Revenue Total 183.5 176.1 (7.4) -4.0%
Expenditures
Salaries 25.9 23.8 (2.1) -8.1%
Employee Benefits 5.4 5.0 (0.4) -7.4%
Contractual Services 3.6 2.6 (1.0 -27.8%
Materials and Supplies 4.3 3.9 (0.4) -9.3%
Travel and Conference 0.8 0.5 0.3) -37.5%
Capital Outlay 0.1 - (0.1) -100.0%
Fixed Charges 0.1 0.1 - 0.0%
Utilities - - - 0.0%
Other Expenditures
Waivers and Scholarships 143.0 139.6 (3.4) -2.4%
Other Expenditures 0.3 0.6 0.3 100.0%
Expenditure Total $ 1835 $ 176.1 $ (7.4) -4.0%
Revenues less Expenditures - - - 0.0%

FY2017 Restricted Funds include local, state, and federal grants and federal and state student financial assistance grants.
Restricted funds are projected to decrease by approximately $7.4 million from the FY2016 budget. The net change
reflects a $3.4 million decrease in student financial aid because of anticipated enrollment decreases compared to prior year
budget, and a $3.9 million decrease in federal, state, and local grants applied for and received.
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PRIORITIES AND ISSUES

RESOURCE REQUIREMENTS

The State Base Operating Grant (SBOG) to City Colleges fluctuates depending on enrollment in relation to total state
enrollment and the effective credit hour rate. The effective credit hour rate used to allocate the SBOG is determined by
the statewide average cost of delivering one credit hour of instruction in each of six different funding categories: (1)
baccalaureate transfer, (2) business occupational, (3) technical occupational, (4) health occupational, (5) remedial, and (6)
adult education (including English as a second language). Managing City Colleges’ cost per credit hour by campus is
critical to ensuring maximum benefit from the SBOG.

The FY2017 projected revenue from course registrations of $111.4 million is 12.3% less than the FY2016 budget of
$127.0 million due to a 60% increase in STAR enrollment offset by an overall 3.5% decrease in headcount enrollment.
The FY2016 budget assumes the 2016 property tax levy remains at the same level as the 2015 tax levy with the slight
increase due to the expiration of the Stockyards SE Quadrant TIF. Property Taxes have not been increased during
Chancellor Cheryl L. Hyman’s tenure.

FINANCIAL CHALLENGES

City Colleges has been able to achieve solid financial performance in the face of significant financial pressures. These
challenges arise largely from macro-economic and external policy factors, specifically:

o State of lllinois: The structural imbalance of the State’s budget remains one of the most difficult challenges
facing City Colleges. The continued uncertainty of appropriated funding and timing of actual cash payments have
serious negative consequences for sound long-term financial planning.

e Health Care: Annual health care costs are rising at 7% based on an aging workforce and new coverage to be
provided to part-time employees per federal legislation. Employee personal coverage elections under the plans
have been modified so employees can elect the appropriate coverage to address their family needs and the
employee and retiree contribution share of health cost has increased offsetting a portion of the increase in total
cost.

o Collective Bargaining Agreements: City Colleges of Chicago has several pending contract negotiations, the
outcome of which could place additional strain on resources.

These challenges continue to drive us to leverage funds more strategically and find efficiencies to fund our ongoing
reinvestments in student services, academic enhancements, and capital improvements.

COST CONTAINMENT STRATEGIES
City Colleges has invested much time and effort to mitigate the effects of reduced state funding in recent years.

Among measures that have been identified to provide reductions in expenses are stronger contract negotiations,
performance audits, participation in savings and rebate programs, and implementation of cost avoidance initiatives. Some
of these measures are listed below.

City Sister-Agency Health Coalition (Coalition): City Colleges anticipates approximately $300,000 in saving annually
for each year of a three-year prescription drug agreement with CVS Caremark January 1, 2015 — December 31, 2017 due
to its participation in the Coalition.

Employee Health Benefits Review: Health care industry surveys estimate medical costs rising at approximately 7% and
prescription drug costs at 11% over FY2017. Benefits costs are forecasted to increase approximately by $4 million or
10% in FY2017. Additionally, City Colleges self-funded medical plan’s prescription drug formulary has been updated by
CVS Caremark in 2016 to improve the monitoring of specialty and compound drug usage in order to control these costs.
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During FY2017, City Colleges will continue to seek opportunities to enhance its comprehensive employee benefits
program.

Cooperative Purchasing Agreements: City Colleges has access to purchasing contracts negotiated by the Chicago
Public Schools, the City of Chicago, the Chicago Park District, and the State of Illinois Central Management Services, and
makes many purchases through the Illinois Community College System Procurement Consortium, Educational and
Institutional Cooperative Purchasing, National IPA, US Communities Government Purchasing Alliance and National Joint
Powers Alliance to leverage savings through volume purchasing. The ongoing practice of joining other agencies is
expected to be expanded further in FY2017.

Employee Expense Reimbursement: During FY2015 employee reimbursements were automated to reduce manual
paper work and processing time.

Automated Time and Attendance System: City Colleges is transitioning from a manual timekeeping system to an
automated Time and Attendance system that will increase employee tracking and reporting efficiencies, while accurately
capturing hours worked.

Annual Energy Rebates: City Colleges participated in ComEd’s Voluntary Curtailment Program for a seventh
consecutive year. Since FY2009, participation checks are in excess of $1,300,000 with approximately $300,000 received
last year. The curtailment test date for program participants is scheduled for June 2016, and determines City Colleges’
level of participation and compensation.

Energy Savings Performance Contract Program: Contracts implemented in 2004 and 2005 utilizing an external
vendor continue to provide City Colleges with annual savings and cost avoidance opportunities. Since the base year of
2003, City Colleges has managed to reduce its electrical usage by 18 million kwh and natural gas usage by 190,000
therms even though its square footage has increased. This represents approximately one-third of our electric usage and
one-tenth of our natural gas usage.

Utility Rates: City Colleges negotiated a three-year agreement with the electric service provider, through 2016, that
specifies its rates will be $0.085 for the commodity. City Colleges also locked-in its natural gas rates for FY2016 at a
historically low fixed rate for supply of $0.393 per therm.

Fuel through City Depots: City Colleges continues to purchase fuel for its fleet of vehicles from City of Chicago fuel
depots, saving approximately one-third of the retail price.

Internet Service Provider: City Colleges continues to utilize the State’s contract for an internet service provider which
has negotiated rates at 65% savings from FY2013. Estimated annual savings are approximately $180,000.

Telephone System: City Colleges replaced the current telephone system in FY2015 by utilizing VVoice over Internet
Protocol (VolP) technology by eliminating voice mail boxes and associated call trees. Additional savings will be based
on the reduction of Centrex phone lines across the District. Estimated savings in FY2016 is expected to be $588,381.

Enterprise Resource Planning (ERP) Software: Because City Colleges was able to negotiate a 5-year agreement with
Oracle for PeopleSoft licenses, the 1% year pricing was kept stable from the previous agreement, which generated a
$94,500 savings.

Outsourcing Student Financial Aid Verifications: In FY2017 student financial aid awards will begin to be processed
using electronic forms for verification. It is estimated this change in processing will improve staff efficiency, student
satisfaction, and will reduce the need for overtime.

Awarding of Student Financial Aid: With the FY2016 implementation and stabilization of the PeopleSoft Tools from
PeopleSoft Update Manager (CS9), City Colleges will be able to implement business processes to ensure that students are
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more accurately awarded financial aid initially and will be able to quickly adjust awards based on enroliment changes,
which will reduce the number of students with receivables and will reduce the future write-offs.

Collection of Student Receivables: In FY2015, City Colleges has selected a new collection agency that offers a lower
commission rate than the previous vendor. We anticipate that the efforts of this new vendor combined with City
Colleges’ more intentional collections strategy will keep bad debt below 1.5% of tuition revenue.

Chargebacks: City Colleges is pursuing chargeback joint agreements for FY2017 and beyond with neighboring
community college systems that would allow District 508 students to pursue programs not available at City Colleges for
in-district tuition at another community college without need of a tuition chargeback. These agreements may be able to
reduce City Colleges’ tuition chargeback expenses by upwards of $60,000 per year.

STRATEGIC GOALS AND STRATEGIES
OUR STRATEGIC GOALS

Since City Colleges began our Reinvention process in FY2010, we have remained focused on four strategic goals;

Goal 1: Increase the number of students earning college credentials of economic value

Goal 2: Increase the rate of transfer to bachelor’s degree programs following City Colleges’ graduation

Goal 3: Drastically improve outcomes for students requiring remediation

Goal 4: Increase the number and share of ABE/GED/ESL student who advance to and succeed in college-level
courses.

STRATEGIES FOR ACHIEVING OUR GOALS

Through Reinvention, working with faculty, staff, and students, we have created four cross-cutting strategies that allow
City Colleges to achieve our goals and to establish a culture focused on student success.

Increasing relevance: Increase the relevance of the work a student does at City Colleges. Ensuring that the courses of
study that students embark on will advance their goal of a meaningful career or transfer.

Reducing time: Reduce the time it takes for a student to get through City Colleges. Numerous studies show that the
longer it takes to complete a degree, the less likely the chances of degree completion. City Colleges has, therefore,
created a number of strategies to reduce the length of students’ programs.

Increasing student supports: Using data more effectively and deploying more resources to help students, and provide
more information to students so they can better help themselves. We know that it will be crucial to better understand
students and for the students to better understand how to navigate City Colleges’ system. This will not only require
improvements in City Colleges’ data management, but also in people who help students reach their end goals.

Strengthening operations: Ensure operational strength. In order to keep City Colleges strong in the coming years, and
to ensure that students are in conducive learning environments and working with the best faculty and staff, City Colleges
needs to foster excellent financial, operational, and human resources management.

The hypothesis, consistent with the latest research, literature, and our review of City Colleges’ data, is that these four
strategic themes form the means of achieving our goals.
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MEASURING PROGRESS TOWARD ACHIEVING OUR GOALS

In 2013 City Colleges published an aggressive five year strategic plan for achieving our goals and elevating student
success. The plan established the measures and targets to which we hold ourselves for each of our strategic goals

Goal 1 — Increase the number of students earning college credentials of economic value:

2015 2014 2013
% to % to % to
Strategic Metric Target Target Final Target Target Final Target Target Final
IPEDS 150 Completion Rate | 1219 14% 17% 108% 13% 14% 108% 12% 13%
Total Awards 118% 10,070 11,891 121% 9,815 11,891 105% 9,550 10,017

Total Enrollment
(unduplicated)

Credit Students Fall-to-
Spring Retention

Full-time to 30 credit hours
in 1 year

Part-time to 15 credit hours
in 1 year 101% 20.4%  20.6% 94% 20.0% 18.8% 102% 19.5%  19.8%

92% 109,139 100,465 | 101% 108,252 109,358 | 103% 110,793 114,255
97% 67.7%  65.8% 99% 66.9%  66.4% 102% 66.3%  67.6%

109% 8.2% 8.9% 91% 8.1% 7.4% 103% 7.9% 8.1%

Student employment rate in
area of training

Median earnings of stud.
employed in training area

- 61% TBD 95% 60% 57% 100% 60% 60%

- $32,461 TBD 105%  $31,824 $33,280 | 100%  $31,200 $31,200

City Colleges has made significant strides in terms of the number of students earning credentials of economic value. The
IPEDS rate of 17% represents a 142% increase since the launch of Reinvention, and in 2015 City Colleges awarded the
highest number of degrees in its history. City Colleges is building upon this progress by boosting credit-hour
accumulation and giving students clear, relevant, and direct pathways to high-growth, high-wage jobs through our
flagship College-to-Careers initiatives. In 2015, total enroliment at City Colleges dropped in correspondence to a drop in
the local unemployment rate, and this drop was exacerbated by lack of state funding for MAP grants for students who
have financial need.

Goal 2 — Increase the rate of transfer to bachelor’s degree programs following City Colleges’ graduation:

2015 2014 2013

% to % to % to
Strategic Metric Target  Target Final Target  Target Final Target  Target Final

Ic:‘;:‘sr:tm'th'”zyears of degree 114% 43%  49% | 117%  42%  49% | 114% = 48%  42%

Transfer after earning 12 credits

103% 736 757 115% 726 838 100% 663 665
(fall new students)

The difference in earnings potential between workers with a baccalaureate degree versus a high school diploma — what
economists call the “college-graduate wage premium,” — has risen sharply since 1980 and now stands at 84%. Students
with bachelor’s degrees have lower unemployment rates, and jobs requiring a bachelor’s degree continue to grow steadily
while jobs requiring less than a college education continue to shrink. Nearly half of City Colleges’ students — including
students in many of our occupational programs — are on track to transfer to a four-year institution either right after City
Colleges or by going back after some time in the workplace. Just as with job placement, City Colleges must focus on
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ensuring that they not only transfer, but do so in a meaningful way that holds economic value. As many students as
possible should transfer as full juniors.

The number of our students who transfer after earning 12 credits was only 93% to target, which is partially explained by
the number of students who stay and graduate with City Colleges.

Goal 3 — Drastically improve outcomes for students requiring remediation:

2015 2014 2013
% to % to % to
Strategic Metric Target Target Final | Target Target Final | Target Target Final
Remediation transitions within 1 year 125% 30.5% 42.0% | 103% 30.2% 31.0% | 103% 29.8% 30.8%

With clear evidence that the longer students remain in remediation the less likely they are to complete college, City
Colleges looks for ways to reduce both the number of students arriving at our doors unprepared for college and the
distance they are from being college-level. Co-requisites classes taken concurrently rather than in succession,
contextualized remediation, summer refresher programs, and more accurate placement measures are among the strategies
we are using to reduce time in remediation. For these reasons, we have exceed our target for transitions from remedial
coursework within one year, achieving 123% of the goal. Ultimately, we believe that addressing these issues early in a
student’s career at City Colleges will be the best way to position them for degree attainment and transfer.

Goal 4 — Increase the number and share of ABE/GED/ESL student who advance to and succeed in college-level
courses:

2015 2014 2013
% to % to % to
Strategic Metric Target Target Final | Target Target Final | Target Target Final
Transitions to College Credit 118% 1,181 1,391 | 164% 909 1,491 | 136% 727 989

English as a Second Language (ESL) courses help non-native speakers become more fluent in English. Adult Basic
Education (ABE) consists of math, literacy and writing courses for students who test at the 1% through 8™ grade levels.
Adult Secondary Education (ASE) helps students gain the skills they need to earn their high school equivalency degree
and then transition into college credit courses. City Colleges of Chicago has seen a marked increase in the numbers of
Adult Education students advancing to college-level work over the last year. Following 2014, in which City Colleges saw
1,491 adult education students transition, another 1,391 did so in 2015. This puts us well on pace to meet our five-year
plan goal of quadrupling the number of adult education students who transition into college credit coursework.

ORGANIZATIONAL HEALTH GOALS

In addition to the four performance goals, City Colleges has identified organizational health goals that are deemed as
foundational necessities to achieving the performance goals.

Increase the quality and effectiveness of student services and support: All four of City Colleges’ performance goals
rely heavily on our ability to serve students’ needs beyond the classroom. From admissions and advising through transfer
and career placement, City Colleges must provide effective supports to students that remove barriers to success and
encourage persistence and achievement. As with moving students from developmental education to college credit, City
Colleges believes that an early indicator of success is our students’ credit accumulation.
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Improve operational discipline with a focus on high performance standards including excellent financial
management: City Colleges anticipates improving operations across the board to better support student success goals.
City Colleges will focus on financial management, fundraising, and human resources as leading indicators over the
coming years. City Colleges will maintain a strong unrestricted fund balance along with enhanced financial monitoring.

Ensure safe and secure teaching and learning environments: The safety and security of City Colleges’ students,
faculty and staff are first priority. City Colleges has made strong progress towards systematizing security practices, which
has paid off in reduced crimes against persons and property district-wide.

STRUCTURE OF BUDGET

City Colleges’ budget is organized around the major division of responsibilities between the senior administrators at the
District Offices and the presidents at the colleges. Details of the FY2017 budget are presented beginning on page 61, in
the section titled “Financial Summary and Tables.” College budgets are reported beginning on page 73, with the District
Office budgets beginning on page 183.

DISTRICT OFFICE

The District Office FY2017 budget is $53.9 million, which represents no change from the FY2016 budget of $54.0
million. Overall, Salary and Personnel costs account for $36.8 million or 68.3% of the total cost, followed by Materials
and Supplies at $6.9 million or 12.8% and Contractual Services budgeted at $4.4 million or 8.1%. $1.3 million or 2.5%
makes up Utilities (District Office only) and Waivers and Scholarships (District Office only) account for $3.9 or 7.2% of
the total District Office budget. The remaining appropriation of $564 thousand or 1.1% of the operating budget includes
travel, fixed charges (i.e. facility and equipment rental), and other expenses.

GENERAL APPROPRIATION

The General Appropriation (GA) is used to segregate appropriations for district-wide programs and initiatives that are not
specific to a single department or college, such as employee cost-of-living adjustments, the shuttle bus service, and
resource allocation fund. The General Appropriation FY2017 budget is $6.1 million, which represents a 56.2% decrease
from the FY2016 budget of $13.3 million. The total General Appropriation budget is allocated as follows; Waivers and
Scholarships (including STAR Scholarship) budgeted for $8.5 million, Bad Debt accounts for $3.3 million, Contractual
Services accounts for $2.8 million, followed by Fixed Charges (e.g., insurance premiums and workers compensation)
budgeted at $1.2 million, and Other Expenditures budgeted for $747 thousand (e.g., Chargebacks) and Materials and
Supplies (e.g., advertising) at $298 thousand. Salary and Personnel costs include a reserve for possible settlements of
contracts pending or yet to be negotiated and are offset with a $14.8 million credit from vacancy savings driven by
continuing the FY2016 hiring freeze into FY2017.
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LONG-RANGE FINANCIAL PLANNING
STRATEGIC INITIATIVES

In FY2014, City Colleges published its five-year plan with strategic initiatives and objectives for fiscal years 2013 to 2018
(http: //www.ccc.edu/menu/Pages/Five-Year-Plan.aspx). City Colleges is pursuing four key strategies to reach the
ambitious targets set out in this plan: increasing the relevance of courses of study it offers; reducing the time it takes to
complete those courses of study; increasing the supports provided to students as they pursue their chosen course of study;
and, strengthening the financial and human resources systems that undergird the administrative structures of City
Colleges. Critical to the successful accomplishment of the initiatives and objectives presented in the plan are achieving
and maintaining strong financial management throughout City Colleges.

STRATEGIC FINANCIAL PLANNING

Among the most important financial management tools implemented in recent years is zero-based budgeting and the
adoption of a monthly accrual-based reporting system which compares actual to budgeted results in the context of a long-
term financial planning model. Closing the books each month with full accrual entries provides the basis for continuously
monitoring end-of-year projections and updating the five-year financial forecast. Using these tools to strengthen the
annual budget process has allowed City Colleges to increase the resources available for academic programs and student
support services, while also providing resources to support brick-and-mortar projects and enhance the training offered to
participants in the College to Careers programs. In recent years, through improved business processes and increased
efficiencies, City Colleges has been able to redirect more than 70 million dollars in administrative savings to the
classroom and student services.

The monthly interim and five-year forecast model initially was created to provide financial analysis in support of City
College’s comprehensive review of capital requirements across the District. Over several years, City Colleges established
a healthy reserve for capital investments by transferring cash generated from operations to the Capital Fund. The five-
year financial forecast model facilitated development of a Capital Funding Strategy that included the issuance of debt to
fund the capital program and allowed City College’s executives and financial advisors to stress test that strategy under
various scenarios to ensure its affordability. In preparing for its bond sale in October, 2013, City Colleges’ financial
advisors expanded the Office of Finance’s five-year forecast model to test additional scenarios extending through the life
of the bonds. Based on the results of this modeling, City Colleges confirmed the viability of a plan to issue $250 million
of fixed rate bonds during the fall of 2013, allowing it to proceed with an aggressive capital plan while preserving the bulk
of its cash balances as a hedge against rising interest rates and a source of support for continuing capital plant
maintenance and other projects. Funding sources for the capital program are diversified deliberately and include bond
proceeds, operations and maintenance funds accumulated over several years, state funds, City of Chicago tax increment
financing (TIF) funds, and future cash generated from operations.

City Colleges’ five-year, $495.6 million capital plan is summarized on pages 47 through 56 of this budget book. It
includes $102.9 million in system-wide academic and student-facing technology enhancements (i.e., smart classrooms,
science classrooms, libraries, labs, and student support centers); a new Malcolm X College campus housing the Allied
Health Academy near the heart of the Illinois Medical District; and a new Transportation, Distribution and Logistics
Center at Olive-Harvey College. The latter two projects are major investments for the College to Careers initiative.
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Updated
Sources Amount
(in millions)
State
Capital Development Board Contribution $22.8
Subtotal $22.8
Local
Cash available for capital purposes $157.7
Cash generated from operations1 $59.4
City Tax Increment Financing (Wilson Yard TIF) $5.7
Bond proceeds $250.0
Subtotal $472.8
TOTAL CAPITAL RESOURCES $495.6

L During the current budget cycle the update of the five-year capital plan identified savings and/or deferment of $59.4 million dollars in capital investments. These
savings are primarily attributable to the efficiencies resulting from our Colleges to Careers program (i.e. the positive synergies gained from the consolidation of
academic programs) as well as savings in the execution of the capital program (i.e. difference from the forecasted costs of completing the projects verses the actual costs
of doing the projects) as a result, less demand on operating cash balances.

The monthly interim and five-year forecast model has evolved beyond its origin as a tool for planning capital funding to
become one that provides executive leaders with more timely information regarding current fiscal operations of City
Colleges. Generally, budget managers focus on spending within the authorized limits of their departmental or college
budgets. Those limits typically are set based on information available six or more months before the actual spending
occurs and are determined by revenue projections rather than actual collections. City Colleges’ generation of monthly
interim financial reports based on full accrual of revenues and expenses allows executive leadership to monitor the status
of the operating budget in the context of the most currently ava