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MESSAGE FROM THE CHANCELLOR

“_'- WSS City Colleges’ (CCC) annual budget is both a reflection of our values and priorities
; and is the means by which we will achieve our vision of serving as a

transformational educational and economic force in Chicago.

CCC has the potential to ensure Chicagoans from every community can take

advantage of our city’s economic opportunities and find a path to upward mobility.

Every day, we come closer to realizing that vision through the hard work of our
faculty, staff and students, from strong relationships with employer, university, K-12
and community partners, and last but not least, through sound financial decisions
and consistent funding.

Unlike the past few years, we are fortunate to head into FY2019 with a state budget
in place. This is an important demonstration of the state’s commitment to
community colleges as a means of offering residents quality, affordable and
accessible post-secondary education essential to success in today’s economy.
Likewise, it is a vital and imperative source of financial stability as our institution
continues to work to recover from the effects of the state budget impasse.

Our proposed FY2019 budget is balanced, and benefits students and working families through a more equitable
tuition structure.

The FY2019 unrestricted and enterprise operating budget of $306.7 million reflects an increase of 2.1% from the prior
fiscal year, and enables us to make investments in key program areas, including:

e Support for education quality, completion, and retention efforts that continue to yield strong student
outcomes.

e  Support for 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.

e Continued investments in student supports from career and transfer centers to wellness centers to advisors and
athletics.

o Improved talent development and information technology systems that will serve to modernize our operations
and build the capacity of our employees, and

e Programming to complement the forthcoming opening of the Richard J. Daley College Engineering and
Advanced Manufacturing Center and Olive-Harvey College Transportation, Logistics and Distribution
Center, which will both help prepare students for careers in fast-growing fields.

At the same time we invest for the future, we recognize we are on a path to recovery following several years of state
disinvestment and instability.

Over the past year, we have made strategic decisions aimed at more efficient and effective operations and continued
student success, which are bearing fruit:

e The sale of 226 W. Jackson allows CCC to reduce costs of a fixed asset, build sustainability, and reinvest in
communities. With the sale this summer, all City Colleges staff will be located on a campus in the city’s
neighborhoods or immediately adjacent to one, contributing to the vitality of campuses and neighborhoods.

e A new and growing institutional advancement infrastructure, with a reorganized foundation, is bringing new
resources to students, faculty and staff, and will host our first major fundraising event in November.
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e Efforts are underway to aggressively manage bad student debt, boost retention, and actively manage staff
hiring and turnover.

e The graduation rate continues to increase as we improve the student experience combined with the success of
the STAR Scholarship program.

e By strengthening community relationships and encouraging the colleges to focus on both access and success,
City Colleges expects its first positive enrollment growth since 2010 in FY2019. In Fall 2017, Harold
Washington, Wright, and Malcolm X Colleges were three of only eight community colleges statewide to see
enrollment increases.

We look forward to the future, and the opportunity to connect students from every one of Chicago’s 77 communities
to further college, high-demand careers and financial wellbeing.

I present this FY2019 budget as a testament to our commitment to our students, our responsibility to Chicago
taxpayers, and a belief in the ability of education to transform lives.
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CITY COLLEGES
OF CHICAGO

RICHARD J. DALEY COLLEGE
7500 South Pulaski Road
Industry focus:

Advanced Manufacturing

HAROLD WASHINGTON COLLEGE
30 East Lake Streat

Industry focus:

Business & Professional Services

KENNEDY-KING COLLEGE
6301 South Halsted Straat
Industry focus:

Culinary Arts & Hospitality

Construction Technology

MALCOLM X COLLEGE
@ 1800 West Jackson Boulevard

Industry focus:
Healthcare

OLIVE-HARVEY COLLEGE

10001 South Woodlawn Avanue
Industry focus:

Transportation, Distribution, & Logistics

HARRY S TRUMAN COLLEGE

1145 West Wilson Avenue

Industry focus:

Education, Human & Natural Sciences

WILBUR WRIGHT COLLEGE
4300 North Marragansett Avenuse

Industry focus:

Information Technology

Arturo Velasquez Institute (O south chicago Learning Center
Education Center 2800 South Western Avenue 3055 East 92 Street
1645 Nowth California Avenue

O Humboldt Park Vocational O Artun

Q west side Leaming Center (O Dawson Technical Institute
4624 West Madison Strest 3801 South State Street
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FY2019 BUDGET OVERVIEW

OVERVIEW OF FUNDING SOURCES

The City Colleges of Chicago’s (CCC or City Colleges) FY2019 budget estimated resources available for
appropriation of $436.0 million reflects an overall decrease of 0.2% from the prior fiscal year. The 1.9% increase in
All Operating Funds, excluding capital and restricted funding, reflects a conservative budget estimate based primarily
on modest local funding growth (1.2%) compared to FY2018 and tuition growth driven by a continuation of postitive
enrollment trends experienced in FY2018. The FY2019 enrollment outlook, coupled with Pell grants and other
Federal and State student financial aid contributions increases allowed for a 10% increase to student financial aid
revenue resources ($87.9 million anticipated in FY2019, or $7.7 million more than the $80.3 million budgeted in
FY2018); a reduction of $1.7 million in other grants awarded and applied for; and reductions in the Debt Service
revenue due to PPRT unrestricted and enterprise fund annual operating budgets.

The overall FY2019 capital fund budget decreased by 28.8% from FY2018 as major projects at the Daley College
Engineering & Advanced Manufacturing Center construction and Olive-Harvey’s Transportation, Distribution, and
Logistics building were started in FY2018.

Key campus infrastructure investments (separate from the New Facilities projects) were increased by 52% from $6.4
million to $12.4 million in this year’s budget, respresenting a focus on educational infrastructure sustainability and

enhancement.

FY2019 All Funds by Fund Type

Resources Available
($ in millions)
FY2017 FY2018 FY2019

Resources Audited Budget Budget $ Change % Change
Operating Funds

Unrestricted $ 2425 $ 2772 $ 2854 8.2 2.9%

Enterprise 12.7 9.9 8.6 (1.3) -13.1%

Restricted 87.1 93.4 99.2 5.8 6.2%
Total Operating $ 3423 $ 3805 $ 3931 12.6 3.3%
Capital Fund 16.0 42.4 30.2 (12.2) -28.8%
Debt Service 23.1 13.9 12.7 (1.2) -8.4%
Total Appropriation $ 3814 §$ 436.7 $ 436.0 0.7) -0.2%

The Operating Funds include the Education; Operations and Maintenance (O&M); Auxiliary/Enterprise; Liability,
Protection and Settlement; Financial Auditing; and Restricted Purposes Funds and account for 90% of the total
budget. The FY2019 budget incorporates additional operating fund resource appropriations of $12.7 million and
Capital fund reductions ($12.2 million) and Debt Service dedicated revenue ($1.2 million).
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Overall unrestricted operating resources are budgeted to increase by 1.2%. Unrestricted revenues increase by $3.6
million from FY2018. While the base tax levy remains unchanged, revenues from property taxes will increase due to
capture of new properties to the tax roll. The projected credit hour Tuition for FY2019 reflects an estimated 4.6%
increase in enrollment. Increased investment income is projected due to an increase in funds under management.

FY2019 Unrestricted and Enterprise Operating Funds Budget by Resources and Uses

($ in millions)

Unrestricted and Enterprise

FY2018

FY2019

Operating Funds Budget Budget § Change % Change
Resources
Local Government $ 1203 § 121.8 $ 1.4 1.2%
PPRT 13.9 12.7 (1.2) -8.4%
State Government 52.9 52.7 (0.2) -0.4%
Federal Government 2.0 2.0 0.0 0.5%
Tuition and Fees 94.7 99.0 4.4 4.6%
Auxiliary/Enterprise 9.4 7.5 (1.9) -20.0%
Investment Revenue 0.1 1.5 1.4 1,128.3%
Facilities Rental 1.2 1.5 0.2 17.0%
Other Sources 7.1 6.5 (0.6) -9.0%
Resources Total $ 301.7  $ 3052 $ 3.5 1.2%
Expenditures
Salaries $ 1783 § 1833  § 5.0 2.8%
Employee Benefits 41.1 41.0 (0.1) -0.3%
Contractual Services 16.4 17.0 0.6 3.7%
Materials and Supplies 10.7 13.7 3.0 27.9%
Travel and Conference 0.6 0.9 0.2 37.8%
Fixed Charges 19.8 22.9 3.1 15.6%
Utilities 8.5 8.3 (0.2) -1.8%
Other Expenditures
Bad Debt 7.7 5.2 (2.5) -32.4%
Waivers and Scholarships 15.2 13.1 2.1 -14.0%
Other Expenditures 1.9 1.2 (0.7) -38.2%
Expenditures Total $ 3004 § 3067 § 6.3 2.1%
Revenues less Expenditures $ 1.3 $ @5 §$ @29 -213.9%
Fund Balance Appropriation (1.3) 1.5 2.8 213.9%
Net Revenue after Transfer - - -
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CITY COLLEGES OF CHICAGO

Community College District No. 508

FY2019 Unrestricted Operating Funds Only Budget by Resources and Uses
Education, Operations & Maintenance, Audit, and Liability, Protection & Settlement Funds
($ in millions)

FY2018 FY2019 $ Change % Change

Unrestricted Operating Funds Budget Budget
Resources
Local Government $ 1203 $ 121.8  $ 1.4 1.2%
State Government 52.9 527 $ (0.2) -0.4%
Federal Government 2.0 2.0 0.0 0.5%
Tuition and Fees 94.7 99.0 4.4 4.6%
Aucxiliary/Enterprise 0.8 0.9 0.1 11.2%
Investment Revenue 0.1 1.5 1.4 1,128.3%
Facilities Rental 1.2 1.5 0.2 17.0%
Other Sources 5.0 4.5 (0.6) -11.6%
Resources Total $ 2772 $ 2839 § 6.7 2.4%
Expenditures
Salaries $ 1720 $ 1773  $ 5.3 3.1%
Employee Benefits 39.8 39.8 (0.0) -0.0%
Contractual Services 12.8 16.0 3.2 24.8%
Materials and Supplies 10.6 12.8 2.2 20.4%
Travel and Conference 0.9 0.8 (0.1) -8.3%
Fixed Charges 2.9 2.1 0.7 -25.4%
Utilities 8.5 8.3 (0.2) -1.8%
Other Expenditures
Bad Debt 7.9 5.2 2.7 -34.0%
Waivers and Scholarships 14.9 13.1 (1.9) -12.4%
Other Expenditures 1.2 1.2 (0.0) -0.9%
Expenditures Total $ 2715 § 2766 § 5.1 1.9%
Revenues less Expenditures $ 57 $ 73 $ 1.6 27.3%
Fund Balance Appropriation (5.7) (7.3) (1.6) 27.3%
Net Revenue after Transfer - - -
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FY2019 Enterprise Funds Budget by Resources and Uses
($ in millions)

FY201 FY201
018 019 $ Change % Change

Enterprise Funds Budget Budget
Revenues
Auxiliary/Enterprise $ 821 % 6.57 $ (1.64) (20.0%)
Other Sources 1.18 2.03 0.85 72.0%
Revenues Total $ 939 $ 860 $ (0.79 (8.4%)
Expenditures
Salaries $ 6.68 $ 597 $ (0.72) (10.7%)
Employee Benefits 1.39 1.26 (0.13) (9.4%)
Contractual Services 3.59 1.04 (2.55) (71.0%)
Materials and Supplies 1.01 0.93 (0.08) (7.9%)
Travel and Conference 0.04 0.05 0.01 36.0%
Fixed Charges 0.03 0.07 0.04 125.4%
Other Expenditures 0.52 0.02 (0.51) (96.9%)
Expenditures Total $ 1327 $ 933 $ (3.93) (29.6%)
Revenues less Expenditures (3.87) (0.73) 3.14 (81.1%)
Fund Balance Appropriation 3.87 0.73 (3.14) (81.1%)

FY2019 Enterprise Funds account for 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 (child care services at most colleges) and Kennedy-King College
(Washurne, restaurants run by/for culinary students and the French Pastry School). Campus Enterprise funds also
include the Goldman Sachs’ funded “10,000 Small Businesses” Program and continuing education activities managed
at each of the colleges.
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FY2019 Restricted Funds Budget by Resources and Uses

($ in millions)

FY2018 FY2019 %
. $ Change
Restricted Funds Budget Budget Change
Revenues
Local Government $ 346 3 445 § 0.98 28.4%
State Government 7.95 9.92 1.97 24.8%
Federal Government 81.95 84.83 2.88 3.5%
Other Sources 0.06 0.00 (0.06) -100.0%
Revenue Total $ 9342 § 99.19 $ 5.77 6.2%
Expenditures
Salaries $ 1012 $ 894 § (1.18) -11.7%
Employee Benefits 1.80 1.54 (0.26) -14.5%
Contractual Services 0.94 0.81 (0.14) -14.5%
Materials and Supplies 1.40 1.20 (0.20) -14.5%
Travel and Conference 0.20 0.17 (0.03) -14.5%
Capital Outlay - - 0.00 0.0%
Fixed Charges 0.00 0.00 (0.00) -14.5%
Utilities 0.00 0.00 (0.00) -14.5%
Other Expenditures
Waivers and Scholarships 78.75 86.36 7.62 9.7%
Other Expenditures 0.21 0.18 (0.03) -14.5%
Expenditure Total $ 9342 § 99.19 3 5.77 6.2%
Revenues less Expenditures 0.00 0.00 0.00 0.0%

FY2019 Restricted Funds include local, state, and federal grants and federal and state student financial aid. Restricted
funds are projected to increase by approximately $5.8 million from the FY2018 budget. The net change primarily
reflects a $6 million increase in budgeted student financial aid because of anticipated enrollment gains and more
consistency in funding estimates compared to prior years’ budgets.
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RESOURCE REQUIREMENTS

The State Base Operating Grant (SBOG) to City Colleges fluctuates depending on CCC’s enrollment in relation to
total state enrollment and the effective ICCB credit hour funding 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 FY2019 projected tuition and fees revenue is $99.0 million, which is 5% greater than the FY2018 budgeted $94.7
million amount. FY2019 tuition and fees revenue growrh is driven by expected enrollment gains.

FINANCIAL CHALLENGES

City Colleges faces significant financial pressures arising largely from macro-economic 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: City Colleges of Chicago has several pending contract negotiations, the
outcome of which could place additional strain on resources.

Richard J. Daley | Harold Washington | Kennedy-King | Malcolm X | Olive-Harvey | Harry S Truman | Wilbur Wright

City Colleges of Chicago —FY2019 Annual Operating Budget
10



CITY COLLEGES OF CHICAGO

Community College District No. 508

STRATEGIC GOALS AND STRATEGIES
OUR STRATEGIC GOALS

City Colleges is in the last year of its five-year plan, which established the following academic 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
Strategies that have allowed City Colleges to achieve its student success goals include:

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.

Strengthening operations: Ensure operational strength by fostering excellent financial, operational, and human
resources management.

LOOKING AHEAD

The planning process is kicking off for the introduction of a new strategic plan in 2019.
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STRUCTURE OF BUDGET

City Colleges’ budget is organized around a division of budget management responsibility between the District Office
and the colleges. Details of the FY2019 budget are presented beginning in the section titled “Financial Summary and
Tables.” College budgets are reported with the District Office budgets.

DISTRICT OFFICE

The District Office FY2019 budget is $45.9 million, which represents a 9% increase from the FY2018 budget of
$41.7 million. Overall, Salary and Benefits account for $30 million or 65.8% of the total cost, followed by
Contractual Services budgeted at $4.5 million or 9.8%, and Materials and Supplies at $6.9 million or 15.0%. $1.2
million or 2.5% makes up Utilities (District Office only) and Waivers and Scholarships (District Office only) account
for $2.5 million or 5.5% of the total District Office budget. The remaining appropriation of $0.7 million or 1.5% of
the operating budget includes Travel, Fixed Charges (i.e. facility and equipment rental), and Other Expenses.

GENERAL APPROPRIATION

The General Appropriation (GA) includes centrally budgeted and managed appropriations for district-wide programs
and initiatives that are not specific to a single department or college, such as Star Scholarships. The GA FY2019
budget is $20.5 million, compared to the FY2018 budget of $18.3 million. The total GA budget is allocated as
follows: District-wide Salaries and Benefits which include collectively-bargained increases, other post-employment
benefits (OPEB), and district-wide student support and efficiency programs at $8.0 million and savings that occur
throughout the year due to staff turnover are budgeted as a credit (negative offset) at -$6.0 million; Waivers and
Scholarships are budgeted at $9.0 million; Bad Debt expense for uncollectible accounts at $5.2 million; Contractual
Services at $3.1 million; Materials and Supplies at $0.7 million; Fixed Charges (i.e. insurance premiums and lease
payments) at $1.2 million; and Other Expenditures at $0.2 million.
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FUND DESCRIPTIONS AND FUND STRUCTURE

FUND DESCRIPTIONS

City Colleges follows ICCB prescribed format for its chart of accounts. The ICCB recommends that accounts be
structured in a Fund-Function-Department-Object Format.

City Colleges uses funds to report on its financial position and the results of its operations. Fund accounting is
designed to demonstrate legal compliance and to aid financial management by segregating transactions related to
certain City Colleges’ functions or activities. A fund is a separate accounting entity with a self-balancing set of
accounts that comprise its assets, liabilities, fund balance, revenues, and expenses. City Colleges’ resources are
allocated to and accounted for in individual funds based upon the source(s) of revenue; purposes of expenditures;
and the means by which spending activities are controlled.

For financial reporting purposes, City Colleges is considered a special-purpose government engaged only in
business-type activities. Accordingly, City Colleges’ basic financial statements and budget are presented using
the economic resources measurement focus and the accrual basis of accounting. Under the accrual basis, revenues
are recognized when earned and expenses are recorded when incurred.

Fund Group Individual Fund
Operating - Unrestricted Education
Operations and Maintenance
Auxiliary/Enterprise
Operating - Restricted Restricted Purposes (Grants)
Audit
Liability, Protection and Settlement
Non-Operating - Unrestricted Working Cash
Non-Operating — Restricted (Capital Projects) Operations and Maintenance (Restricted)
Bond Proceeds
Plant Investment in Plant
Debt Bond and Interest

Operating Funds: The operating funds are those that support ongoing services, programs, and daily operations.
They include unrestricted and restricted funds. The operating unrestricted funds are the Education Fund, the
Operations and Maintenance Fund, and the Auxiliary/Enterprise Fund. The operating restricted funds are the
Audit Fund; the Liability, Protection, and Settlement Fund; and the Restricted Purposes Fund.

Education Fund: The Education Fund is established by 110 ILCS 805/3-1 of the Illinois Public Community
College Act. According to ILCS 805/7-18, the statutory maximum tax rate for the Fund applicable to City
Colleges is 17.5 cents per $100 of equalized assessed valuation (EAV). This Fund is used to account for revenues
and expenses of the academic and service programs of the Colleges. It includes the costs of instructional,
administrative, and professional salaries; supplies and contractual services; maintenance of instructional and
administrative equipment; and other costs pertaining to the educational program of the Colleges.
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Operations and Maintenance Fund: The Operations and Maintenance Fund is established by 110 ILCS 805/3-
1, and Section 805/7-18 sets the statutory maximum tax rate applicable to City Colleges at five cents per $100 of
EAYV. This Fund is used to account for expenses for the construction, acquisition, repair, and improvement of
community college buildings; payments of all premiums for insurance upon buildings and building fixtures. If
approved by the local board, the payment of salaries of janitors, engineers, or other custodial employees; all costs
of fuel, lights, gas, water, telephone service, custodial supplies, and equipment; and professional surveys of the
condition of the colleges and buildings are allowed. This fund is also used to account for the procurement of
lands, furniture, fuel, libraries, and apparatus; building and architectural supplies; and the purchase, maintenance,
repair, and replacement of fixtures used in buildings, including but not limited to heating and ventilating systems;
mechanical equipment; seats and desks; blackboards; window shades and curtains; gymnasium, recreation,
auditorium, and lunchroom equipment; and all expenses incidental to each of these purposes. Further, if approved
by resolution of the local board, the rental of buildings and property for community college purposes is allowable.

Auxiliary/Enterprise Fund: The Auxiliary Fund is used to account for college services where a fee is charged
and the activity is intended to be largely self-supporting. Examples of accounts in this Fund include the child care
centers, non-credit instruction, and contract training.

Audit Fund: The Audit Fund is established by 50 ILCS 310/9 of the Illinois Compiled Statutes. Annually City
Colleges separately levies and collects property taxes for payment of the annual audit of its financial statements.
The statutory maximum tax rate is 0.5 cent per $100 EAV. The audit tax levy should be recorded in this fund,
and monies in this fund should be used only for the payment of auditing expenses.

Liability, Protection and Settlement Fund: The Liability, Protection and Settlement Fund is established
pursuant to 745 ILCS 10/9-107 and 40 ILCS 5/21-110.1 of the Illinois Compiled Statutes. Eligible expenses
include the tort liability, unemployment, or worker’s compensation insurance or claims, and Medicare/Social
Security (FICA). In addition, the salaries for a few lawyers are allocated to this fund due to their role in
promoting and maintaining a safe campus environment or managing liability and workers compensation risk.

Restricted Purposes Fund (Grants): The Restricted Purposes Fund is used for accounting for monies that have
external restrictions regarding their use. Examples of accounts in this fund are local, state, and federal grants, and
federal and state student financial assistance grants.

Non-Operating Funds: The non-operating funds include unrestricted and restricted funds that provide support
for short-term cash flow management (Working Cash Fund) and investment in capital projects (Operations and
Maintenance Fund (Restricted), respectively.

Working Cash Fund: The purpose of the Working Cash Fund is to provide operating cash for City Colleges to
meet operating expenses while it is waiting to receive revenues from property tax collections, federal or state
grants, or other sources (in lieu of issuing tax anticipation warrants or other short-term debt instruments). The
Board of Trustees votes on a resolution to allow the College Treasurer to borrow from this Fund. City Colleges is
required by statute to reimburse the Working Cash Fund first from the receipts of the funds that it was used to
replace. Because of its nature, this Fund is not subject to appropriation.

Capital Fund — Operations and Maintenance Fund (Restricted): The Operations and Maintenance Fund
(Restricted) is used to account for monies restricted for building purposes and site acquisition. The term “Capital
Fund” is often used to refer to this fund. Various types of restricted funds are accounted for within this fund.
They include bond proceeds, Capital Development Board grants, and funds restricted by Board resolution to be
used for building purposes.
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Bond Proceeds Fund: The Bond Proceeds Fund is used to record the original balance and subsequent use to pay
for capital projects of proceeds derived from the sale of tax exempt bonds.

Investment in Plant Fund: The Investment in Plant Fund is used to record the value of plant assets and
associated depreciation and is normally supported by detailed records.

Bond and Interest Fund: The Bond and Interest Fund is used to account for payments of principal, interest, and
related charges on any outstanding bonds or debt.

DEPARTMENT/FUNCTION RELATIONSHIPS

FUNCTIONS

The function defines the type of activities that are operated within a particular fund. City Colleges utilizes the
following functions:

Instruction: This category consists of those activities dealing directly with the teaching of students. It includes
the activities of faculty in the baccalaureate-oriented/transfer, occupational-technical career, general studies,
remedial, and ABE/ASE programs (associate degree credit and certificate credit). It includes expenses for
department chairpersons, administrators, and support staff for whom instruction is an important role. It also
includes all equipment, materials, supplies, and costs that are necessary to support the instructional program.

Academic Support: This category includes activities designed to provide support services for the College’s
primary missions of instruction, public service, and research. Academic support includes the operation of the
library, educational media services, instructional materials center, and academic computing used in the learning
process. Some other activities include tutoring, learning skills centers, and reading and writing centers, which can
be reported in this category. It also includes expenses for all equipment, materials, supplies, and costs that are
necessary to support this function.

Student Services: The student services function provides assistance in the areas of financial aid, admissions and
records, health, placement, testing, counseling, and student activities. It includes all equipment, materials,
supplies, and costs that are necessary to support this function.

Public Service: Public service consists of non-credit classes and other activities of an educational nature, such as
workshops, seminars, forums, exhibits, and the provision of College facilities and expertise to the community
designed to be of service to the public.

Organized Research: Organized research included any separately budgeted research projects, other than
institutional research projects that are included under institutional support, whether supported by the College or
by an outside person or agency. It also includes all equipment, materials, supplies, and costs that are necessary to
support this function.

Auxiliary/Enterprise Services: Provides for the operation of the cafeteria, bookstore, student organizations,
athletics, and other related activities. It also includes all equipment, materials, supplies, and costs that are
necessary to support this function. Activities included in Enterprise should be self-supporting.

Operation and Maintenance: Consists of housekeeping activities necessary in order to keep the physical
facilities open and ready for use. Maintenance of plant consists of those activities necessary to keep the grounds,
buildings, and equipment operating efficiently. This function also provides for campus security and plant utilities,
as well as equipment, materials, supplies, fire protection, property insurance, and other costs that are necessary to
support this function.
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Institutional Support: Includes expenses for central executive-level activities and support services that benefit
the entire institution. Examples include expenses for the governing board, administrative data processing, fiscal
operations, legal services, etc.

Scholarships, Student Grants and Waivers: This category includes activities in the form of grants to students,
charge backs, and aid to students in the form of state-mandated and institutional tuition and fee waivers.

“Departments/Colleges™ are cost centers that capture the expense objects listed above. The District Office
budgets are reported separately by department, while the various college departments are aggregated under each
college’s budget.

OBJECTS

The object code describes the type of revenues or expenses that are used to support each function’s activities.
Expenses are grouped by major objects, such as salaries, supplies, or capital outlay, and are further divided as
needed for cost accounting and control purposes. City Colleges utilizes the following categories to capture
revenues and expenses:

Revenues

Local Government Sources: These are monies received from taxpayers within City Colleges’ district
boundaries and other local government entities.

Real Estate Taxes Monies received from taxpayers within City Colleges’ district boundaries based on
the assessed valuation of property and the prevailing tax rate.

Back Taxes Revenue Monies received from taxpayers within City Colleges’ district boundaries based on
the prior periods assessed valuation of property and the prevailing tax rate which
were not paid timely.

Estimated Loss and Cost Estimated loss from Real Estate Tax revenues never received and cost of collecting
real estate taxes.

Local Government Grants  These are monies received from other local government entities such as City of
Chicago and Chicago Housing Authority.

Personal Property Replacement Taxes (PPRT): The Illinois Department of Revenue collects and distributes
PPRT to local taxing bodies as a replacement for the corporate personal property taxes abolished by the Illinois
Legislature in 1976. Currently, Corporations (IL-1120 filers), partnerships (IL-1065 filers), trusts (IL-1041
filers), S corporations (IL-1120-ST filers), and public utilities pay these taxes based on their adjusted net income.

State Government Sources: These are monies received from State of Illinois. These monies support operations
and specific programs within City Colleges.

ICCB Base Operating Grant This is money from the Illinois General Assembly that is allocated by the ICCB to
community colleges for general operations. The Base Operating Grant is based on
credit enrollment, reported annually to the ICCB.

Career and Technical Education/Program Improvement Grants

These grant funds are dedicated to enhancing instruction and academic support
activities to strengthen and improve career and technical programs and services.
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Other State Grants Other grants received from the State, including financial aid and on-behalf payments
made by the State of Illinois to the State University Retirement System (SURS) on-
behalf of City Colleges.

Federal Government Sources: These are monies received from the Federal Government. The monies are to
support specific programs within City Colleges and provide financial aid to students. City Colleges’ main
program grant is the Perkins Grant. The College also receives the Student Financial Aid cluster of grants
including Pell, College Work Study, and Supplemental Educational Opportunity Grant (SEOG)

Tuition and Fees: In FY2018 City Colleges adopted a new hybrid tuition structure designed so that a student is
charged on a per-credit base up to 12 credit hours. Specialized programs are charged a flat rate.

Auxiliary/Enterprise Sources (Sales and Service Fees): Represents revenues related to providing services to
students, faculty, staff and the general public for which a fee is charged, such as transcript fees and facilities
rentals.

Investment Revenue: The amount of interest earned on City Colleges’ cash and investment accounts.

Other Sources: Represents revenues which do not fit into specific revenue source categories such as subpoena
fees.

EXPENSES

Salaries: Salaries are monies paid to employees of City Colleges for personnel services rendered to City
Colleges. Full-time, part-time and temporary employees whether administrators, faculty, or staff, are paid wages
or salaries.

Employee Benefits: Employee benefit costs are for all benefits which employees accrue through continued
employment with City Colleges. Benefits include health insurance coverage (except that portion paid by the
employee), vision, dental, sabbatical leave salaries, tuition reimbursement, life insurance, early retirement
contributions assignable to City Colleges, and others.

Contractual Services: Contractual service costs are those monies paid for services rendered by firms and
individuals under contract who are not employees of City Colleges.

Materials and Supplies: The materials and supplies category includes the cost of materials and supplies
necessary for the conduct of City Colleges’ business. Business forms, envelopes, postage costs, printing costs,
and handouts to students typically fall into this category.

Travel and Conference: The category of conference and meeting includes expenses associated with conference
registration and fees, costs for hosting or attending meetings, and related travel costs, whether local or otherwise.

Capital Outlay: The capital outlay category includes site acquisition and improvement, office equipment,
instructional equipment, and service equipment. Generally expenses cost more than $25,000 and would not
normally be purchased from materials and supplies in accordance with City Colleges’ capital asset policy.

Fixed Charges: The fixed charges object category includes charges for rentals of facilities and equipment,
payment of debt interest and principal, general insurance charges, installment payments for lease/purchase
agreements, and property/casualty insurance.
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Utilities: Covers all utilities costs necessary to operate the physical plant and other ongoing services, including
gas, water and sewage, telecommunications, and refuse disposal.

Other Expenses: The other expenses object category includes expenses not readily assignable to another object
category. Examples include tuition chargebacks, charges and adjustments, banking fees, and the initial allocation
of funds to the Student Government for student activities.

Bad Debt: Outstanding student receivables with no collection activity for 12 months or more are canceled or
written off as uncollectible at the end of the fiscal year.

Waivers and Scholarships: Expenses for student aid in the form of scholarships or prizes.

DESCRIPTION OF COLLEGES
The following are short descriptions of the seven City Colleges.

Richard J. Daley College is located on the southwest side of Chicago and serves approximately 14,000 students
on Chicago’s Southwest Side. The college prepares students to head directly into careers and to transfer to four-
year universities, offering associate degrees, shorter-term certificate programs, free adult education classes, and
special interest courses. Daley’s College to Careers focus areas are engineering and advanced manufacturing.
With more than 75% of its student population identifying as Hispanic, the college has earned the designation of an
Hispanic Serving Institution.

Kennedy-King College is located in the Englewood community on the south side of Chicago and includes the
Washburne Culinary Institute, the French Pastry School and Dawson Technical Institute. KKC serves more than
6,400 students annually, and is City Colleges’ center for excellence in culinary and hospitality as well as
construction technology education.

Malcolm X College enrolls nearly 11,000 credit and non-credit students. Located near the Illinois Medical
District, Malcolm X is City Colleges’ center of excellence in health sciences education. In January 2016, Malcolm
X College opened a state-of-the-art School of Health Sciences, featuring a virtual hospital, and also houses the
City Colleges of Chicago School of Nursing, which in 2017 posted a 94 pass rate on the N-CLEX nursing
licensure exam. Malcolm X College’s satellite location, the Westside Learning Center, offers free adult education
(GED & ESL) programs.

Olive-Harvey College is located on the southeast side of Chicago and serves close to 6,000 students annually.
Situated on 67 acres, Olive-Harvey College is the largest physical campus within the District. Associate degree,
certificate and short-term training programs are offered to prepare students to transfer to bachelor’s degree
programs or to move directly into the workforce. ESL courses help students master the English language while
adult education courses prepare students to pass the GED examination. Non-credit classes range from short-term
job training/career skills courses to personal development and leisure courses in a wide variety of areas. Olive-
Harvey College is the center for excellence in transportation, distribution, and logistics, and a Transportation,
Distribution and Logistics Training Center is set to open in 2019.

Harry S Truman College is located on the northeast side of Chicago and serves more than 15,000 students, and
is City Colleges’ center for excellence in education, human, and natural sciences. Truman College also offers both
ESL and GED programs. Truman College is City Colleges’ center for excellence in education, human, and natural
sciences.

Richard J. Daley | Harold Washington | Kennedy-King | Malcolm X | Olive-Harvey | Harry S Truman | Wilbur Wright

City Colleges of Chicago —FY2019 Annual Operating Budget
18



CITY COLLEGES OF CHICAGO

Community College District No. 508

Harold Washington College is located in the Chicago Loop area and serves approximately 12,000 students. The
college is located in an area considered to have the largest higher education footprint in Illinois with several
colleges and universities nearby. Articulation agreements have been established by City Colleges with many of
these four-year institutions allowing students to transfer on to complete bachelor’s degrees. Harold Washington
College is the center for excellence in business and professional services, home to the Goldman Sachs 10,000
Small Businesses program, and host to an array of arts programs.

Wilbur Wright College is located on the northwest side of Chicago and serves more than 18,000 students with
college credit, adult education, continuing education and special interest classes. The college provides a park-like
campus of five interconnected buildings, designed by award-winning architect Bertrand Goldberg, which offers
access to classrooms, laboratories, and support services. Wilbur Wright College’s Humboldt Park campus also
prepares students for careers in healthcare and advanced manufacturing, and offers GED preparation and ESL
classes. Wright College is City Colleges’ center for excellence in information technology.
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FINANCIAL POLICIES

FINANCIAL GOALS
City Colleges has established the following financial goals:.

Goal 1: Implement an annual budget and financial planning process that reconciles the need to serve
City Colleges’ constituencies and support its mission with the reality of the financial
environment in which City Colleges operates.

Goal 2: Diversify current funding sources to guard against fluctuations while aggressively advocating
for City Colleges’ equitable share of federal, state, and local funds.

Goal 3: Develop a model for program and service management based on achieving both mission-
related and financial management goals.

Developing a balanced budget is an essential step toward achieving the first financial goal. The rigor required to
produce a balanced budget, as defined below, demands the responsible pursuit of the mission of City Colleges.
Financial goals 2 and 3 are techniques that help achieve Financial Goal 1.

BALANCED BUDGET

Budget decisions are made in accordance with City Colleges’ Annual Plan and conform to the requirements set
forth in the Illinois Community College Board (ICCB) Fiscal Management Manual. The standard definition of a
balanced budget covers the following elements:

* Annual operating expenses, budgeted according to City Colleges’ strategic priorities, do not exceed
projected operating revenues

* Debt service expenses, current (due in less than 12 months)

* Adequate reserves for maintenance and repairs to existing facilities

» Sufficient reserves for acquisition, maintenance, and replacement of capital equipment

*  Ample reserves for strategic capital projects

*  Appropriate funding levels to fulfill future terms and conditions of employment

* Adequate allocations for special projects related to the strategic direction of City Colleges

* Ending Fund Balances (according to policies set specifically for that purpose)

In addition to the above considerations, City Colleges defines a balanced budget as occurring when the total sum
of money City Colleges collects in a year is equal to or greater than the amount it spends on goods, services, and
debt interest. This is a structurally balanced budget. Under certain circumstances, budgeted expenses may exceed
budgeted revenues as long as the total resource budget, which includes the beginning fund balance, is sufficient to
cover the total budgeted expenses.

Another consideration to account for is sustainability: long-term sustainability must not be sacrificed for short-
term expediency. City Colleges has a fiduciary responsibility to its taxpayers, current students, and future
students to plan strategically and budget responsibly Additionally, a balanced budget should include adequate
reserves for maintenance and repairs to its existing facilities, adequate reserves for capital projects, adequate
allocation for special projects related to the strategic directions of the colleges, contingencies for unexpected
events requiring expenses of current resources, and an un-appropriated fund balance available only for unforeseen
uses, such as compensating for cuts in State funding or paying for special projects which have not been identified.
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BUDGET-TRANSFER POLICIES

The Board recognizes that subsequent to the adoption of the annual budget it may be necessary to permit transfers
of budgeted amounts between object and functional designations within a fund. All budget transfers must be fully
documented as to need and adhere to established approval levels. All transfers requiring Board approval will be
reported at the next occurring monthly Board meeting for ratification. The guidelines for budget transfers include
the following:

*  Transfers within the same fund, same program (function), and same object group do not require Board
approval. As an example, the transfer of Materials and Supplies or Contractual Services from the English
Department for Instructional Program to Supplies or Services in the Biology Department for Instructional
Program is permitted.

* Transfers may be made prior to Board approval if the transfer is less than $10,000 within the same
unrestricted fund and within the following objects of expense: Materials and Supplies, Contractual
Services, Travel and Conference, and minor Capital Outlay. These transfers will be reported to the Board
at the next scheduled Board meeting.

*  The President of the College or Vice Chancellor of the District Office must approve in writing a transfer
between $10,000 and $25,000 within Material and Supplies, Contractual Services, Travel and
Conference, and minor Capital Outlay and within the same unrestricted fund prior to a fund transfer.

*  Transfers greater than $25,000 must be approved by the Board prior to being executed.

* No transfers may be made between funds, such as the Operations and Maintenance Fund and the
Education Fund, without prior Board approval. No transfers will be made from any of the statutory funds
supported solely by property taxes.

* No transfers may be made from or to Instructional Salaries, Non-Instructional Salaries, and Employee
Benefits without Board approval.

*  All restricted fund transfers meeting the transfer requirements or guidelines set by the granting agency are
permitted without Board approval. All transfer information must be submitted to the Budget Department
for review.

* A transfer made without proper authorization will be reversed and the office that executed the transfer
will be notified.

BOARD FINANCIAL POLICIES

The following is a listing and a brief description of the major City Colleges Financial Policies that have been
approved by the Board of Trustees and are reviewed annually.

Budget

The Board shall adopt an annual budget and any additional or supplemental budget which, at the discretion of the
Board, may be published in a budget handbook.

Financial Reports

The Chief Financial Officer shall present to the Board periodic summaries of the financial condition of the
District showing the status of Board finances.

Investment and Depositories Policies: At its annual meeting, the Board shall, by Resolution, designate the
methodology to be utilized for investment of funds and review other financial matters pertaining to depositories.
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Short-term investments of cash shall be those which are estimated to be needed within twelve months from the
date of availability for investment. Such short-term investments shall be made by the Treasurer or other
individual(s) designated by the Board, upon recommendation of the Chancellor, in accordance with the Board’s
Short-term Investment Policy. In accordance with the Policy, each investment trade shall be subject to approval
of the Chief Financial Officer prior to trade date.

In accordance with the Policy, the Treasurer shall submit a written quarterly report to the Board summarizing all
transactions in sufficient detail to enable the Board to determine that the transactions are in accordance with its
investment policies and state law. The Treasurer shall make an annual presentation to the Board.

Medium/long-term investments of cash shall be those which are not estimated to be needed within twelve months
from the date of availability for investment. Such medium/long-term investments shall be handled by outside
money manager(s) selected by the Board, upon recommendation of the Chancellor, in accordance with the
Board’s Medium/Long-Term Investment Policy.

In accordance with the provisions of the Policy, the Treasurer shall monitor all transactions of the outside money
manager(s). Each money manager shall submit a written quarterly report to the Board summarizing all
transactions by the money manager in sufficient detail to enable the Board to determine that the transactions are in
accordance with its investment policies and state law. Each money manager shall make an annual presentation to
the Finance and Administrative Services Committee of the Board.

Other Financial Policies: In addition to the Investment Policies outlined above, the Board shall adopt
Resolutions pertaining to the following as needed:

Board-Approved Depositories
Authorized Signatures for Depository Accounts
Designated Investment Accounts

Payment of Invoices for Goods and Services: In order to maintain compliance with the State Prompt Payment
Act, City Colleges of Chicago (CCC) will pay all invoices within 60 days from the final invoice receipt date (Net
60). CCC payment terms are Net 60 unless vendor terms provide a trade discount for quick payment (e.g. 2% in
10 days).

Check Authority and Disbursement:

The Chairman, Vice Chairman, Chief Financial Officer and the Treasurer shall be authorized to issue
appropriate payments (check or electronic) to pay the salaries and wages of employees and related benefits; as
well as pay vendors, reimburse students and employees for expenses without additional approval of the Board.

All issued checks shall require two digital signatures from among one of the following: the Board Chair, the
Treasureror other signatory authorized by the Board.

All payments in an amount in excess of $500,000 shall require an additional manual approval from among one
of the following: the Chief Financial Officer, Associate Vice Chancellor of Finance or other signatory authorized
by the Board prior to release of the payment.

Purchasing and Contracting Policies: No purchases shall be made except as provided by Illinois law, or Board
Policies and Procedures for purchasing. No officer or employee not expressly authorized by Illinois law or Board
Policies and Procedures shall make any purchase(s) on behalf of the Board of Trustees of Community College
District No. 508, County of Cook and State of Illinois or enter into any contract, verbal or written, to purchase any
apparatus, equipment, supplies, service, repairs, goods, wares or merchandise of any kind or description, or accept
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any of the aforementioned without the appropriate approval(s) by those authorized to do so. Any contract, verbal
or written, made in violation of Illinois law or Board Policies and Procedures for purchasing is deemed null and
void as to the Board of Trustees of Community College District No. 508, County of Cook and State of Illinois.

CCC has policies and procedures for the procurement of goods and services. Therefore, staff is not authorized to
make any commitments on behalf of CCC without an original purchase order approved by the authorized
department head. Employees that make commitments or purchases without a properly approved Purchase Order
will be personally responsible for the payment of the goods or services ordered and may be subject to disciplinary
action, as stated in the CCC Employee Manual.

CCC will allow the provision to utilize direct vouchers as a method of payment in lieu of purchase orders for
specified expenditures. i.e., professional memberships, subscriptions, conference registration fees, travel and
travel related expenses, deposits and pre-payments, payment of book voucher purchases and expenditures
approved through a purchase order in a previous fiscal year.

Generally, multiple prices must be obtained each time a purchase is made. Methods should be used to maximize
the possibility of CCC obtaining the desired goods at the lowest possible price. Splitting purchases to reduce the
procedural requirements for obtaining multiple price quotes or bids is strictly prohibited and may be subject to
disciplinary action.

All purchases from a single vendor exceeding $25,000 during a fiscal year must be approved by the Board. The
Board Report shall include the reason for the purchase, brief description of the procedure used to select the
vendor, a description of the goods being purchased, the purchase price, the budgeted account number and the fund
name from which the purchase is to be made.

If the lowest price bid is not selected, a justification explaining the reasons for the rejection must be prepared and
maintained on file. The explanation must provide sufficient technical detail to justify the rejection of the low bid.

The following purchasing dollar thresholds provide the requirements that are approved by the Board:

*  Purchases up to $2,499.99: Competitive bidding is not required, however price comparison is highly
recommended. Such items may be purchased from any vendor offering the required goods or services at
a reasonable price.

*  Purchases of $2,500 and up to $25,000 require three price quotations in writing. The quotations must be
summarized on the bid recapitulation form and attached to the requisition. At least one of the three
quotations must be from a certified MBE/WBE vendor.

Formal competitive bidding is required. Formal competitive bidding requires that the initiating department
prepare written specifications describing the required goods or services. The specifications shall be reviewed by
the Department of Procurement Services to ensure that the specifications are complete and in the proper form.
Specifications shall be prepared as objectively as possible, so that the advantage provided to any particular vendor
is based on the appropriateness of that vendor’s product.

For sealed bids the terms of the purchase may include payment terms, prevailing wage requirements, bid-deposit
requirements, minority-owned business enterprise (“MBE”) requirements, and women-owned business enterprise
(“WBE”) requirements. (WBE’s and MBE’s are businesses wholly or partly owned by women or minorities.).
The Department of Procurement Services will determine which conditions are required for particular purchases,
and include the appropriate terms in the specifications. The Department of Procurement Services will determine
the vendor’s adherence to the Board approved Participation Plan. Sealed Bids are publicly opened on the due date.
The award is based on the lowest responsible and responsive bidder that meets all specifications of the bid.
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Request for Proposal (“RFP”) is a variation of the sealed bid process and includes evaluation criteria where price
is not the only consideration. This may be used where matters of service, maintenance, or non-price issues are of
paramount importance. The criteria that will be considered for evaluating the proposal must be detailed in the
bidding documents. Recommendation for award is based on the highest ranked firm(s). The proposals are not
publicly read aloud.

All sole source procurements (“Sole Source”) will require a Justification for Non-Competitive Procurement
Application (“Application’) and approval by the Non-Competitive Review Committee (“NCRC”) prior to award.
All proposed Application Packages will be posted on the CCC’s public/procurement website for a period of three
weeks. During this period, the public will be invited to comment and/or object and make a substantive claim that
the procurement is not a Sole Source. All public comments and/or objections will be provided to the NCRC. The
NCRC will take into consideration the justification and supporting documents from the using department
requesting the Non-Competitive Award, as well as the justification of the vendor and all public comments when
reaching its decision. If the NCRC approves the Application, then the User department will prepare a requisition,
request for contract or board report if over $25,000 for the vendor and include the approved application. If the
NCRC rejects the Application, then the Application will be returned to the user department for a resubmission as
a competitive procurement

Travel Approval/Other Reimbursable Expenses: Travel expenses will be reimbursed within limitations of the
budget, Board policies, state law, and existing travel procedures.
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FINANCIAL AID POLICIES

City Colleges adheres to all federal and state regulations that govern Title IV and state financial aid programs. In
order to initiate the financial aid process students are required to complete the Free Application for Federal
Student Aid (FAFSA). Because each of the seven City Colleges maintains its own Program Participation
Agreement with the U.S. Department of Education (DOE), the student is required to indicate the specific college
code for the City College with which he/she is seeking a degree or certificate.

Upon receipt of the FAFSA, the PeopleSoft system reviews items that were flagged by DOE for further review.
Then, the student is notified through their student portal email of any outstanding requirements that must be
satisfied before a financial aid package can be determined. Students are required to submit any requested
documents to their college’s Financial Aid Office for evaluation. Financial Aid Office staff are trained to evaluate
and process these documents and to make changes to the student’s FAFSA if necessary. Beginning Summer 2018,
a third-party vendor, ProEducation Solutions will assist with processing documents required to verify students’
FAFSA data. When all requirements are met, a financial aid award package is generated for the student and a
Financial Aid Award Notification is sent to the student via email. Students who register for classes prior to
completing the financial aid process are required to make payment arrangements before the drop date for that
term.

City Colleges has appropriate safeguards to ensure that students meet the federal Satisfactory Academic Progress
(SAP) standards prior to the disbursement of financial aid funds. Specifically, students are required to: maintain a
minimum cumulative GPA of 2.00; complete 67% of attempted coursework; and complete their academic
programs within 150% of published program length. City Colleges evaluates SAP at the end of each term, and
students are notified if they are placed in warning or hold status. If a student becomes disqualified from receiving
financial aid, he/she may submit an appeal online that details and documents any mitigating circumstances that
led to the failure to meet SAP standards.

All seven of the City Colleges entered the Federal Direct Loan Program in the 2010/11 academic year. A history
of increasing student loan default rates as resulted in City Colleges’ heightened monitoring of student loan default
and delinquency. City Colleges currently does not include student loans in the financial aid award package, but
instead requires students to actively request in writing or electronically that they wish to receive a loan each year.
Student participation in the program has d, has declined significantly in the past two years. City Colleges has also
partnered with Education Credit Management Corporation (ECMC) to assist with default management for prior
borrowers across the City Colleges. Any impact that revised packaging rules and ECMC default prevention work
will begin to be reflected in the 2016 cohort default rate which will be released in September 2019.
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ACCOUNTING POLICIES

Cash and Cash Equivalents: Cash and cash equivalents include demand deposits and short-term investments
with original maturities of three months or less from the date of purchase, except for Illinois funds, Illinois
Institutional Investor Trust, and money market mutual funds, which are treated as investments.

Investments: Investments are reported at fair value based upon quoted market prices. Changes in the carrying
value of investments, resulting in realized and unrealized gains or losses, are reported as a component of
investment income in the Statement of Revenues, Expenses, and Changes in Net Position.

Investment securities, in general, are exposed to various risks, such as interest rate, credit, and overall market
volatility. Due to the level of risk associated with certain investment securities, it is reasonably possible that
changes in the values of investment securities will occur in the near term that could materially affect the amounts
reported in the statements of financial position and in the statements of activities.

Receivables: Accounts receivable include property taxes, personal property replacement taxes, student tuition
charges, and facilities rentals. Accounts receivable also include amounts due from the federal, state, and local
governments in connection with reimbursement of allowable expenses made pursuant to City Colleges’ grants and
contractual agreements. Receivables are recorded net of estimated uncollectible amounts.

Allowance for Uncollectible: City Colleges provides allowances for uncollectible student accounts for any
outstanding receivable balances less than 365 days.

Property Taxes: City Colleges’ property taxes are levied each calendar year on all taxable real property located
in City Colleges’ district. Property taxes are collected by the Cook and DuPage County Collectors and are
submitted to each county’s respective treasurer, who remits to the District its respective share of the collections.
Cook County taxes levied in one year become generally due and payable in two installments (March 1 and August
1) of the following year. The first installment is an estimated bill and is 55% of the prior year’s tax bill. The
second installment is based on the current levy, assessment, and equalization. Any changes from the prior year
will be reflected in the second installment bill. Taxes must be levied by the last Tuesday in December of the
given tax year. DuPage County, which represents 1/100 of one percent of the District’s property tax levy, follows
a practice similar to Cook County. The levy becomes an enforceable lien against the property as of January 1 of
the levy year.

Taxes are levied on all taxable real property located in City Colleges’ district for educational purposes; operations
and maintenance purposes; financial auditing purposes; liability, protection and settlement; and retirement of
bonded indebtedness. The tax levies for the educational, operations and maintenance, and financial auditing
purposes are limited by Illinois statute to .175%, .05%, and .005%, respectively, of the equalized assessed
valuation (EAV).

In accordance with City Colleges’ Board resolution, 50% of property taxes extended for the 2017 tax year and
collected in calendar year 2018 are recorded as revenue in FY2019. In addition, 50% of property taxes extended
for the 2018 tax year and to be collected in calendar year 2019 are also recorded as revenue in FY2019.

Personal Property Replacement Tax Revenue: Personal property replacement taxes are recognized as revenue
when these amounts are deposited by the State of Illinois in its Replacement Tax Fund for distribution.

Prepaid Items and Other Assets: Prepaid expenses and other assets represent amounts paid as of June 30 whose
recognition is postponed to a future period. Prepaid expenses consist primarily of prepayments to vendors for
maintenance contracts, annual memberships, and subscriptions.
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Restricted Cash: Cash held in trust, or to purchase or construct capital or other non-current assets, are classified
as non-current assets in the Statement of Net Position.

Capital Assets: Capital assets of City Colleges consist of land, buildings, improvements, computer equipment,
and other equipment. Capital assets are reported at cost at the date of acquisition or their estimated fair value at
the date of donation.

Major outlays for assets or improvements to assets over $200,000 are capitalized as projects are constructed.
These are categorized as construction work in process until completed, at which time they are reclassified to the
appropriate asset type.

City Colleges considers a capital asset impaired when its service utility has declined significantly and the events
or changes in the circumstances are unexpected or outside the normal life cycle.

City Colleges’ capitalization policy for movable property includes only items with a unit cost greater than
$25,000 and an estimated useful life greater than one year. Renovations to buildings and land improvements that
significantly increase the value or extend the useful life of the structure are capitalized. Routine repairs and
maintenance are charged to operating expense in the year in which the expense is incurred.

Renovations that increase the value of the structure are depreciated according to its estimated useful life. When
renovations are capitalized, a portion of the original asset renovated is retired from capital assets and accumulated
depreciation, using a deflated replacement cost methodology. Capital assets are depreciated beginning at the first
day of the month after they were acquired using the straight-line method over the following useful lives:

Assets Years
Buildings and Improvements 20 - 40
Computer Equipment 4-5
Software 3-10
Other Equipment 3-10

Deferred Salaries: Deferred salaries include instructor salaries paid out at a date after which that income is
actually earned.

Deferred Revenues: Deferred revenues include: (1) tax revenues restricted for the subsequent fiscal year; (2)
amounts received for tuition and certain auxiliary activities prior to the end of the fiscal year that are related to the
subsequent fiscal year; and (3) amounts received from grant and contract sponsors that have not yet been earned.

Accrued Property Tax Refunds: Accrued property tax refunds are estimates of property taxes that may be
refunded to taxpayers in the future.

Other Liabilities: Other liabilities include amounts due in the current fiscal year for health care, dental, vision,
and workers compensation insurance, unclaimed property and other third party vendors but not paid until the next
fiscal year.

Non-Current Liabilities: Non-current liabilities include estimated amounts for accrued compensated absences,
sick leave benefits (payments to retirees for accumulated unused sick days), other post-employment benefits and
other liabilities that will not be paid within the next fiscal year.

Net Position: City Colleges’ net position is classified as follows:
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Net Investment in Capital Assets - Net investment in capital assets represents City Colleges’ total investment in
capital assets, net of accumulated depreciation and reduced by outstanding debt obligations related to acquisition,
construction, or improvement of those capital assets plus unspent bond proceeds.

Restricted for Specific Purposes - Restricted net position includes assets that City Colleges is legally or
contractually obligated to spend in accordance with restrictions imposed by external third parties or through
enabling legislation. When both restricted and unrestricted resources are available for use, it is City Colleges’
policy to use restricted resources first and then use unrestricted resources when they are needed.

Unrestricted - Unrestricted net position represents resources derived from student tuition and fees, state
appropriations, and sales and services of educational departments and auxiliary enterprises. These resources are
used for transactions relating to the educational and general operations of City Colleges and may be used at the
discretion of the governing board to meet current expenses for any purpose.
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FUND BALANCE

City Colleges maintains fund balances to cover encumbrances, prepaid expenses and inventories, operations,
capital projects, and debt service; to provide working cash; and to maintain healthy liquidity. City Colleges
intends to maintain a strong financial grounding and to mitigate current and future risks to ensure stable tax rates.
The general principles City Colleges employs in managing its fund balances include:

e Operating Funds’ balances are not used to finance current operations, except under extraordinary
circumstances.

e Bond ratings and credit implications are considered in all financial decision making.

e Fund balances may be used to support long-term capital improvement plans or initiatives in fulfillment of
City Colleges’ mission and strategic objectives, but a healthy reserve must always be maintained.

e City Colleges’ dependence on its property tax base and its vulnerability to the State’s financial condition,
student enrollment, and its ability to charge tuition and fees will be considered.

o The relative significance and timing of both property taxes and State funding are key factors to be
considered. Property taxes are collected by Cook County twice per year, with the second installment
varying by months (September — December), and there are uncertainties surrounding both the timing and
receipt of State monies.

Restricted fund balances include resources City Colleges is legally or contractually obligated to spend in
accordance with restrictions imposed by external parties. Though both restricted and unrestricted funds are
available for use, it is City Colleges’ policy to use restricted resources first and then use unrestricted resources
when they are needed.

Unrestricted fund balances represent resources derived from student tuition and fees, certain state appropriations,
and sales of services by educational departments and auxiliary enterprises. These resources are used for
transactions relating to the educational and general operations of City Colleges and may be used at the discretion
of the governing board to meet current expenses for any purpose.

On December 1, 2016, the Board of Trustees adopted Board Resolution #33109, which states:

The unrestricted fund balance shall be equal to 3% of the total annual actual operating expenses within
the unrestricted funds (Education Fund, O&M Fund, Auxiliary/Enterprise Fund, and Working Cash
Fund). Any excess shall be transferred by the Chief Financial Officer or Treasurer to the O& M
(Restricted) Fund during the annual close of the fiscal year.
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BASIS OF BUDGETING

City Colleges maintains its accounts and prepares its financial statements in accordance with generally accepted
accounting principles (GAAP) applicable to governmental units and Illinois community colleges. The
Governmental Accounting Standards Board (GASB) is the accepted standards-setting body for establishing
accounting and financial reporting principles. The authoritative pronouncements are consistent with the
accounting practices prescribed or permitted by the Illinois Community College Board (ICCB), as set forth in the
ICCB Fiscal Management Manual. These bodies require accounting by funds so that limitations and restrictions
on resources can readily be reported on.

The beginning fund balance of each fund is the balance of the fund after all liabilities have been deducted from
the assets of the fund as of the beginning of the fiscal year. The ending fund balance for budget discussion
purposes is the beginning fund balance, plus the net increase (decrease) in budgeted revenues and expenses for the
year.

To ensure consistency in financial reporting and economy of effort in financial operations and analysis, City
Colleges budgets and accounts for its financial operations on the same basis as the Comprehensive Annual
Financial Report (CAFR), with a few exceptions. One exception is that for financial reporting purposes, tuition
and fee revenue and expenses directly related to the summer semester are allocated to each fiscal year covered by
the summer term based on the percentage of days of the summer term in each fiscal year, while for budgeting
purposes the revenue and expense projections are based on the most recently completed summer term, without
regard to the fiscal year to which they were allocated.

A second exception is that capital asset purchases are budgeted as capital outlay expenses, with corresponding
depreciation not budgeted. For financial reporting purposes, capital assets are defined by City Colleges as assets
with an initial cost of $25,000 and an estimated useful life in excess of one year. Such amounts are capitalized
and depreciated using the straight-line method over the useful life. Depreciation is recorded in the general ledger
in the Investment in Plant Fund.

A third exception is that the employer contribution to the State University Retirement System (SURS) defined
benefit and defined contribution plans, which is paid on-behalf of City Colleges by the State, is not included in the
budget but is included as a revenue and corresponding expense in the CAFR.

Exceptions between: CAFR Budget
Summer Tuition and Fee Allocated between FY's according to days | Summer revenues in the FY
Revenue attended the term started
Capital Assets Capital Asset — Asset on Balance sheet Capital Asset — Expense

Depreciation — Expense and Asset Depreciation — not included
SURS contribution from Revenue and Expense = net $0 Not included
State
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BUDGET PROCESS

Budget Formulation

The Illinois Public Community College Act requires that City Colleges adopt a budget before or within the first
quarter of each fiscal year (110 ILCS CS 805/7-8). City Colleges’ fiscal year starts July 1 and ends June 30. The
Office of Finance (Finance) establishes a budget schedule, prepares financial projections and budget documents,
and schedules public hearings.

The budget process comprises five phases: (1) definition of goals and objectives (strategic plan) for the following
year, (2) budget planning and preparation, (3) adoption, (4) implementation of the budget, and (5) evaluation. The
first stage of the process takes a comprehensive approach to the strategic plan via evaluation of the activities and
achievements of City Colleges according to its established goals and objectives. This initial step in the process
continues throughout the year: it is not limited in scope to the annual budget exercise.

Revenue estimates are prepared by Finance based on projections of enrollment, state funding levels, and amount
of tax levy.

Annual budget cycle-related activities include monthly monitoring, evaluation, and planning: end-of-month
financial close; monthly review of spending trends, including reports provided to Colleges and Vice Chancellors
and meetings to review personnel expenditures and off-target spending; and monthly end-of-year forecasts
beginning with the September financial close.

Approximately 30 days before the final budget is approved by the Board, the Office of Finance publishes the
dates and locations of at least one public hearing in a local major newspaper. The Office also prepares the
tentative budget, as required by state law, and makes it available for public inspection both in City Colleges’
Board of Trustees Office and on City Colleges’ website. After the public hearing(s), the Chancellor submits the
final budget to the Board for approval.

Amended Budget

If City Colleges determines that additional appropriations require a supplemental budget, the Board, by a two-
thirds vote of all members, may adopt such budget as an amendment of the annual budget for that year. Any
additional appropriations may not exceed the amount of moneys the Board has re-estimated from all revenue
sources including property taxes, state, or federal funds.
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REVENUES

City Colleges has a diversified funding base consisting of local property taxes, tuition and fees, state
apportionment, state and federal student financial aid, and other institutionally generated revenues. The FY2019
estimated amount of resources to be appropriated for all City Colleges funds is $404.4 million, an increase of
$10.5 million from the FY2018 budget of $393.9 million.

The table below shows the major revenue sources of City Colleges, not including the Capital Fund of $30.2
million or Tort Fund balance appropriation of $1.5 million.

Major Revenue Sources - All Funds

Local Tax Revenue

All Other Local Revenue
ICCB Grants

ICCB Grants (Adult Ed)
All Other State Revenue
Federal Revenue

Student Tuition and Fees
All Other Revenue

Total

2014 2015 2016 2017 2018 2019
Actual* Actual* Actual* Actual* Budget** Budget
132,286,471 133,953,847 134,828,904 139,686,214 134,211,830 134,479,980
10,101,874 22,295,415 1,603,285 1,653,297 3,463,645 4,448,218
64,104,563 60,740,615 14,370,863 20,815,054 50,289,082 49,109,314

6,393,657 5,352,348 3,357,209 3,202,347 2,617,767 3,586,405
8,530,406 6,373,186 3,633,249 3,579,215 7,951,750 9,919,994
121,249,812 109,992,620 84,341,753 80,082,539 83,949,017 86,837,975
110,456,614 99,573,913 105,004,181 98,522,610 94,674,700 99,037,809
12,490,533 11,246,363 14,980,117 19,060,853 16,709,123 16,931,577
465,613,930 449,528,307 362,119,561 366,602,129 393,866,914 404,351,272

*Data Source: prior years CAFRs All Funds Summary, Uniform Financial Statement #1 excluding SURS

**FY 2018 Revenue budget does not include $42.4 million Capital Fund

Major Revenue Sources - All Funds
As a Percent of Total Revenues
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Total operating revenues, which include the Education Fund, Operations and Maintenance Fund, Audit Fund, and
Liability, Protection and Settlement Fund, amount to $283.9 million for FY2019, an increase of $6.7 million
(2.4%) from the $277.2 million in FY2018.

Major Revenue Sources - Operating Funds
Includes Education, O&M, Liability, and Audit Funds

2014 2015 2016 2017 2018 2019
Actual* Actual* Actual* Actual* Budget Budget
Local Tax Revenue 117,626,061 119,147,697 123,190,998 116,637,156 120,344,629 121,774,980
All Other Local Revenue 30,892 - - - - -
ICCB Grants 59,614,092 56,705,814 14,370,863 24,017,401 50,289,082 49,109,314
ICCB Grants (Adult Ed) 6,393,657 5,352,348 3,357,209 - 2,617,767 3,586,405
All Other State Revenue - - - 2,314 - -
Federal Revenue 408,352 68,604 481,488 402,859 2,002,630 2,012,104
Student Tuition and Fees 110,456,614 99,573,913 105,004,181 98,522,610 94,674,700 99,037,809
All Other Revenue 5,402,900 4,011,998 4,591,805 2,962,259 7,256,124 8,330,403
Total 299932568 284,860,374 250,996,544 242544599 @ 277,184,932 283,851,015

* Data Source: prior years CAFRs All Funds Summary, Uniform Financial Statement #1 excluding SURS
contributions and including Adult Education Grants

Major Revenue Sources - Operating Funds
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Property Taxes: Property taxes are levied each calendar year on all taxable real property located in the City of
Chicago and a small section of DuPage County. Property taxes currently provide 41.4% of unrestricted operating
funds for City Colleges. The maximum tax levy allowable for the Education Fund is $0.175 per $100 of
equalized assessed value (EAV); for the Audit Fund, $0.005; and for the Operation and Maintenance Fund, $0.05.
The property tax rate for the Liability, Protection and Settlement Fund is not limited by statute, but is subject to
the overall PTELL tax cap.

The Property Tax Extension Limitation Law (PTELL) imposed by Illinois Public Act 89-1 limits the annual
growth in total property tax extensions to 5% or the percentage increase in the Consumer Price Index (CPI),
whichever is less. The property tax cap restricts the annual growth in property tax revenues.

Net Operating Levy Tax Receipts
$140
$120 — H Liability,
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$100 Settlement Fund
Audit
. $80 Fund
=
2
= $60
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Fund
$20
® Education
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Property tax revenues included in the FY2019 budget are equal to half each of the 2017 and 2018 levies (collected
in calendar years 2018 and 2019, respectively), and are net of loss and cost of collection and refunds of back
taxes. Tentative allocations of property tax revenues for FY2019 are as follows:

Fund Tentative Allocation
Education Fund: $89.0 million
Operations and Maintenance Fund: 27.9 million
Liability, Protection, and Settlement Fund: 4.3 million
Audit Fund: 0.6 million

Total $121.8 million

The gross property tax levy for FY2018 is $126.7 million and the 2017 levy, $125.6 million. The gross revenue is
reduced by 3.5% to allow for loss and cost of collections and back tax refunds, yielding net property tax revenue
of $121.8 million. The changes to the local tax levy is from the addition of new taxable property to City Colleges’
tax roll. Levy allocation per fund are under review.
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Personal Property Replacement Tax Revenue History
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Personal Property Replacement Taxes: The Personal Property Replacement Tax (PPRT) is a state income tax
on corporations and partnerships and a tax on utilities’ invested capital. PPRT replaces revenues lost by local
taxing authorities when their capacity to levy corporate personal property taxes was abolished by the new Illinois
constitute on. The State administers PPRT collections on behalf of local governments.

The State collects and distributes the revenue to local taxing districts. Taxing districts in Cook County receive
51.7% of collections, which is divided among the County’s taxing bodies based on each entity’s share of personal
property tax collections in 1976. City Colleges receives 1.95% of the total Cook County share, which is
equivalent to 1.01% of the statewide total collection.

City College’s estimated revenue from PPRT of $12.7 million for FY2019 is allocated in full to the Bond and
Interest Fund based on its pledge of this revenue source for debt service payments in future fiscal years. In its
financial forecast, City Colleges conservatively anticipates no change in PPRT revenues, which can be volatile
due to business cycles.
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Tuition and Fees: Student tuition and fees make up approximately 34.5% of total budgeted FY2019 Operating
Fund revenues. These charges may be paid by the student, a relative, an employer, financial aid, a grant, or some
other source. A student who drops a course before the end of the refund period may be entitled to a refund of the
tuition and fees.

City Colleges is projecting an increase of approximately 5.0% in credit hours from the FY2018 enrollment.

Tuition and Fees Schedule

Fiscal In District Tuition per Semester Credit] Tuition and Fees
Year Semester Hr. Out of District Charges Out of State Charges | Hrs. Generated Revenue
2014 $89.00 $173.56 $230.35 920,819 $110,456,614
2015 $89.00 $173.56 $230.35 867,480 $99,573,913
2016 $1,069 PT / $1,753 FT* $3,159 PT/ $4,603 FT $4,149 PT / $5,953 FT 791,589 $105,004,181
2017 $1,069 PT / $1,753 FT* $3,159 PT/ $4,603 FT $4,149 PT / $5,953 FT 725,546 $99,657,550
2018B $1,069 PT / $1,753 FT* $3,159 PT/ $4,603 FT $4,149 PT / $5,953 FT 689,269 $94,674,700
2019 $146.00 $384.00 $481.00 729,909** $99,037,809

*Under the flat-rate structure, students pay one price for part-time and one price for full-time and there no longer is a tuition rate per credit hour.

**Estimated Semester Credit Hrs Generated

Other Revenues: Auxiliary revenues, investment income, fundraising and other revenues for FY2019 are
budgeted at $8.6 million in the operating funds. The net increase of $1.2 million compared to FY2018 reflects a
focus on fundraising with a goal of generating $4.5 million in FY2019, and an increase in investment income to
$1.5 million due to carrying a higher cash balance.

State Revenues — Unrestricted Grants: City Colleges receives unrestricted state grants (base operating grant,
equalization replacement grant, etc.) from the ICCB. The FY2019 ICCB unrestricted grants to City Colleges is
budgeted at $49.1 million.

2014 2015 2016 2017 2018 2019
Actual* Actual* Actual* Actual*® Budget Budget
Base Operating Grant 44,091,624 41,887,043 10,653,563 40,023,397 36,504,440 34,932,194
Alternate Equalization Grant 14,604,000 14,079,000 3,717,300 13,762,200 12,386,000 12,633,720
Career & Technical Ed Grant 1,438,577 1,407,289 - 3,390,127 1,398,642 1,543,400
Total 60,134,201 57,373,332 14,370,863 57,175,724 50,289,082 49,109,314
* Per iccb.org
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ICCB Grant Revenues
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Base Operating Grant: The ICCB computes and awards this grant based on eligible credit hours produced two
years prior to the funded year.

Alternative Equalization Grant: Historically, City Colleges received about 22% of the State equalization grant
(see table below). This grant was intended to promote fairness in the distribution of State appropriations by
recognizing differences in the assessed value of taxable property across community college districts. By FY2004,
tax caps were preventing City Colleges from taxing up to the full property value within its district boundaries.
The equalization formula is based upon property values (ignoring tax caps), leading City Colleges equalization
grant to drop from more than $16 million in FY2002 to $50,000 in FY2005 and $0 thereafter.

FY2003 - 2004 FY2005 - 2012 FY2013 - 2017 FY2018
Equalization Fund:
City Colleges (average amount) $5.7 million $0 $0 $0
Total Equalization Appropriation $76.6 million $76.9 million $75.3 million $66.5 million
City Colleges as a % of total 7.40% 0% 0% 0%

Recognizing that the equalization formula no longer functioned as intended and that it was having a
disproportionately negative effect on City Colleges, the ICCB convened a statewide taskforce to review the
formula and develop recommendations for revising it. After two years of deliberations, the task force published
its recommendations in 2005. In lieu of revising the grant formula at that time, the state included $15 million in
ICCB’s FY2005 budget specifically to replace the $16 million in equalization funding that City Colleges’ lost
after FY2002. In recent years, this grant has been decreased proportionately along with other reductions in ICCB
funding.

Career and Technical Education Grant: Recognizes that keeping career and technical programs current and
reflective of the highest quality practices in the workplace is necessary to prepare students to be successful in their
chosen careers and to provide employers with the well-trained workforce they require. The grant funds are
dedicated to enhancing instruction and academic support activities to strengthen and improve career and technical
programs and services. The grant is based on CTE credit hours taught in a previous year.

Adult Education: Adult education expenses that ultimately will be charged to restricted grants are included with
the unrestricted operating funds to ensure that 100% of the cost of instructional programming is considered when
evaluating City Colleges’ annual operating budget.
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RESTRICTED PURPOSE REVENUE - GRANTS

City Colleges receives restricted operating grants for specified purposes from federal, state, local, and private
agencies. These grants are accounted for in the Restricted Purposes Fund. The ICCB distributes many of these
grants. Additionally, City Colleges serves as a pass-through agent for federal student aid. Each restricted grant
must be accounted for separately, and care must be taken to establish each group of self-balancing accounts so
that the accounting and reporting requirements for the grants are met.

In FY2019, City Colleges anticipates receiving a total of $99.2 million of restricted grants in addition to $5.2
million of Adult Education grants reported as part of the $287.4 million of Unrestricted operating fund in the
“FY2019 All Funds by Fund Type Resources Available” table on page 5. This amount is broken down as
follows: $80.0 million for student financial aid and $13.5 million in funded grants, including $9.0 million in
federal ($1.6 million Adult Education) and state grants ($3.6 million Adult Education) and $4.5 million in local
and non-governmental sources. In addition, City Colleges has included $3.7 million in grant proposals which
have been submitted for FY2019 with results still pending.

The federal government awards student financial aid primarily through the following grants: Pell, Supplemental
Educational Opportunity Grant (SEOG), and Work Study. City Colleges expects to process a total of $78.3
million of federal aid awards i