MORTON COLLEGE

District 527 | Cicero, lllinois




MORTON COLLEGE
COMMUNITY COLLEGE DISTRICT NUMBER 527
CICERO, ILLINOIS
COMPREHENSIVE ANNUAL FINANCIAL REPORT

FISCAL YEAR ENDED
JUNE 30, 2019

Prepared by the Business Office



Morton College, Community College District 527
Comprehensive Annual Financial Report
June 30, 2019 and 2018

Contents

Introductory Section

TIANSIMITEAL LETIET ...t ettt bbbttt b e e i-v
PriNCIPal OFfiCIAIS. ....c.viivicie e et sb et e b s re e e e pe e neas vi
OrganizationNal ChAIT .........cooii ittt e e teste e e e steere e besreeneenee e vii
Certificate of Achievement for Excellence in Financial Reporting..........ccccceovviviiiienenencicinns viii

Financial Section
Independent AUAITOr’S REPOI ........oiviiiii ittt e e ra e be s re e e e beeneesreeres 1
Management’s DiSCUSSION and ANAIYSIS .......ccveiiiiiiiiieicie e re e 4

Basic Financial Statements

Statements OF NET POSITION ........ciuiiiiiiieieieee e 10
Statements of Revenue, Expenses and Changes in Net POSItION ..........ccccooeiviiiininenenesee 12
Statements 0f Cash FIOWS.........oouiiiiiii e 13
Notes to Basic Financial StatemMENtS...........ccoiiiiiiinie e 14

Required Supplementary Information

Pension
Schedule of the College’s Proportionate Share of the Net Pension Liability............c........ 42
Schedule of College CONtHBULIONS..........cooviiiiiiiice e 42

Other Postemployment Benefit Obligations
Schedule of the College’s Proportionate Share of the Net OPEB Liability .............ccco..... 44
Schedule of College CoNtriDULIONS. .........ciiiiiiiiieeee s 44

Statistical Section
Net Position by Component — Last Ten FiSCal YEAIS.........cccvveveieiieeieii s se s sie e 46
Changes in Net Position — Last Ten FiSCal YEarS.........ccoviiiiiiiiiiie e 48

Operating Expenses by Function — Last Ten Fiscal Years.......cccccoooiieiniiieneie e 50



Morton College, Community College District 527
Comprehensive Annual Financial Report
June 30, 2019 and 2018

Assessed Value and Actual Value of Taxable Property — Last Ten Levy Years.........ccccoovverernenns 52
Property Tax Rates — Direct and Overlapping Governments — Last Ten Levy Years............c......... 54
Principal Property Taxpayers — 2018 Levy Year and Nine Years AgO.......ccccvevvveveereiieeieseereesveenns 56
Property Tax Levies and Collections — Last Ten LeVY YEarS........cccocvvvrirereieiieise s 58
Assessed Valuations and Tax Extended — Governmental Fund Types — Last Ten

=Y =T U PSPPSRI 59
Ratio of Outstanding Debt by Type — Last Ten Fiscal Years........ccccevvvvriierenieiie e e seenie e 61
Ratios of Net General Bonded Debt Outstanding — Last Ten Fiscal Years.........cccocoovivniirenenennns 63
Direct and Overlapping General Obligation Bond Debt — June 30, 2019.........cccccevevvevevecieieenn, 65
Legal Debt Margin Information — Last Ten FiSCal YEarS.........ccccceviveiiiiiiieerie et 66
Personal Income Per Capita — Last Ten FisCal YEars........cccccvvieiiiiiiieie st 67
Principal Employers — Current Year and Nine YEars AgQO........ccoouerirerenerenieiieisesese e 68
Full-Time Equivalent Employees — Last Ten Fiscal Years..........ccoovviirineneieieisisese s 69
Capital Asset Statistics — Last TEN FISCAl YEAIS .......ccuevviiviieie ettt s 71
RESIABNCE POLICY .. ettt sttt et e bbb e e be e be s aeesb e besaeeseesbaentesbeeteetenre s 73

Special Reports Section

State Required Report Section

Uniform Financial Statements

Schedule 1 — Al FUNAS SUMIMAIY .....oviiiiiiiiiiieee et 74
Schedule 2 — Summary of Capital Assets and Debt...........cccoevviieiiiicic e 76
Schedule 3 — Operating Funds Revenues and EXpPenditures .............ocveeerereeveneneeneneee e 77
Schedule 4 — Restricted Purposes Fund Revenues and EXpenditures............ccccoovvievenenieniennen. 79
Schedule 5 — Current Funds — Expenditures BY ACHVILY ........ccvoviirininiiieese e 80

Fiscal Year 2019 Certification of Chargeback Reimbursement...........ccccoovveviiiievic v v, 81



Morton College, Community College District 527
Comprehensive Annual Financial Report
June 30, 2019 and 2018

State Grant Compliance Section
Independent AUITOr’S REPOIT ........coviiiiiie ettt sre e aesbe e saesreestesre s 82

Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters based on an Audit of Grant Program Financial
Statements Performed in Accordance with Government Auditing Standards.............c.ccoceeevvenne 85

State Adult Education and Family Literacy Grant Program
BalANCE SNEEL ... .ot naeare et nteereetenre s 87

Statement of Revenues, Expenditures and Changes in Program Balances..............ccccoevvvieneniennen. 88

ICCB Compliance Statement for the Adult Education and Family Literacy Grant
Program — Expenditure Amounts and Percentages for ICCB Grants Funds Only ....................... 89

NOLES t0 FINANCIAI STATEIMENTS ....eeeeiieeeee ettt see et e ettt e s ettt e se et e ses et esaa et eesaareeesasreeessnreeesannreees 90

Credit Hour Data

Independent Accountant’s Report on Schedule of Credit Hour Data and
Other Basis Upon Which Claims Were Filed..........c.ccoiiiiiiiiic e 91

Schedule of Credit Hour Data and Other Basis Upon Which Claims Were
Filed With the Illinois Community College BOard...........ccccceevviiiiieiiieic e 92

Reconciliation of Total SemMESIEr Credit HOUIS.......ocoveeeeeee oottt ettt e et e e e e e e e e 94



INTRODUCTORY
SECTION




Introductory Section



MORTON COLLEGE
Morton College, Community College District No. 527

November 15, 2019

To Members of the Board of Trustees of Morton College,
Community College District No. 527

The Comprehensive Annual Financial Report (“CAFR”) of Morton College, (“the College”), Community
College District No. 527, County of Cook, State of lllinois, for the fiscal year ended June 30, 2019, is hereby
submitted. Responsibility for both the accuracy of the data and the completeness and fairness of the
presentation, including all disclosures, rest with management of the College. To the best of our knowledge
and belief, the enclosed data is accurate in all material respects and is reported in a manner designed to
present fairly the financial position and changes in financial position of the College. All disclosures
necessary to enable the reader to gain an understanding of the College’s financial activities in relation to
its mission have been included.

FINANCIAL STATEMENTS

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

VISION, MISSION AND GOALS
The District’s Vision Statement:

Our Vision is to be the leader among educational institutions in the delivery of quality academic and
workforce development programs that enhance the quality of life for the towns of Berwyn, Cicero, Forest
View, Lyons, McCook, and Stickney.

The District’s Mission Statement:

As a comprehensive Community College, recognized by the lllinois Community College Board (“ICCB”),
the mission of Morton College is to enhance the quality of life of our diverse community through exemplary
teaching and learning opportunities, community service, and life-long learning.

Consistent with our mission, Morton College’s educational philosophy conforms to requirements set forth
in state law and stresses the importance of helping individuals live and work as better informed citizens in
a dynamic society. This philosophy is reflected in the College’s programs that model core values of truth,
compassion, fairness, responsibility, and respect.

The following strategic goals define the framework within the District's annual operating and capital budgets
are formulated and considered for the next three to five years.

Make student success the core work of Morton College

Strengthen Efficiencies in Operations

Develop new academic programs and revitalize existing programs

Promote economic and community vitality through dynamic partnerships

Maximize the teaching and learning experience through innovative and leading edge facilities
Increase giving and financial strength through improved development operations
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DIVERSITY STATEMENT

Diversity at Morton College is more than just a variety of people with different backgrounds. It is the core
of who we are as an educational culture and it supports our goals as an organization. Consistent with its
mission of social responsibility and community development, Morton College continually works “to enhance
the quality of life of our diverse community.”

GENERAL

The College prepares its financial statements in accordance with accounting principles generally accepted
in the United States of America (“GAAP”) as set forth by the Governmental Accounting Standards Board
(“GASB”). The College maintains its accounts in accordance with guidelines set forth by the National
Association of College and University Business Officers (“NACUBQO”) and the ICCB. The ICCB requires
accounting by funds in order that limitations and restrictions on resources can be easily accounted for. The
financial records of the College are maintained on the accrual basis of accounting whereby all revenues
are recorded when earned and all expenses are recorded when incurred.

ECONOMIC CONDITION AND OUTLOOK
The following table illustrates enroliments over the last five years:

Student Enrollment Headcount

Fiscal Year
Fiscal Year

PROGRAM TYPE 2019 2018 2017 2016 2015
Transfer Program 2,147 2,083 1,957 1,894 1,885
Career Programs 1,848 1,949 2,023 1,989 1,622
Liberal Studies 775 545 538 532 439
Course Enrollees 921 583 966 930 1,456
Adult Education/ESL 1,260 1,094 1,164 1,597 1,714
Total 6,951 6,254 6,648 6,942 7,116
Total FTE 2,749 2,673 2,716 2,996 3,009

FINANCIAL INFORMATION

Internal Controls. Management of the College is responsible for establishing and maintaining internal
controls designed to protect the assets of the College, prevent loss from theft or misuse and to provide
adequate accounting data to allow for the preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America. Internal controls are designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable
assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived: and
(2) the valuation of costs and benefits requires estimates and judgments by management.

Budgetary Controls. The objective of the College budgetary controls is to ensure compliance with legal
provisions embodied in the annual appropriated budget approved by the College’s Board of Trustees.




Activities of the following fund groups and individual funds are included in the annual budget. These funds
are required for ICCB reporting purpose only.

FUND GROUP FUND
Current Unrestricted Education
Operating and Maintenance
Auxiliary / Enterprise

Current Restricted Restricted Purpose
Working Cash
Liability, Protection, and Settlement
Audit

Plant and Other Bond and Interest
Investment in Plant
Operating and Maintenance (Restricted)

The level of budgetary control (that is, the level at which expenditures cannot exceed the appropriated
amount) is established for each individual fund of the College. The College also maintains an encumbrance
accounting system as one technique of accomplishing budgetary control. Encumbered amounts lapse at
the end of each fiscal year.

As demonstrated by the statements included in financial section of this report, the College meets its
responsibility for sound financial management.

Property Taxes. The following table illustrates the College’s final property tax levy rates over the last five
years:

Levy Rates (Per $100 of assessed valuations):

Property Tax Year 2018 2017 2016 2015 2014

Assessed valuation (in millions) 1,661 1,721 1,442 1,393 1,434
Legal Limit

Tax Rates

Education Fund 0.7500 0.4426 0.4168 0.4860 0.4999 0.4711

Operation and Maintenance Fund 0.1000 0.0875 0.0815 0.0926 0.1000 0.1000
Operation and Maintenance

Fund (restricted) 0.0500
Bond and interest - 0.0368 0.0354 0.0448 0.0463 0.0448
Life Safety Fund 0.1000
Liability Insurance Fund - 0.0337 0.0317 0.0370 0.0373 0.0399
Social Security Fund - 0.0138 0.0130 0.0150 0.0149 0.0145
Audit Fund 0.0050 0.0042 0.0039 0.0046 0.0048 0.0050
Total 1.0050 0.6186 0.5823 0.6800 0.7032 0.6753

The assessed value of taxable property for 2018, for taxes collectible in 2019, is $1,660,547,053.

The College’s average collection rate over the past five years, including collection of back taxes, has been
approximately 98.0%, as Cook County extends the College’s levies up to 103.0% depending on the tax cap
limitation.




PROSPECTS FOR THE FUTURE

The College’s financial outlook for the future continues to be stable. As illustrated in an earlier table, the
College’s student and adult education enroliments have increased for 2019 compared to previous years.

In fiscal year 2018, the College implemented GASB 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions. This liability reflects the college’s proportionate share of
the estimated amount of the unfunded actuarial accrued liability of the College Insurance Program. This
resulted in a $14.1M liability recorded in our financial statements.

Public Act 89-1 placed limitations on the annual growth of property tax collections of most local
governments, including the College.

DEBT ADMINISTRATION

In FY19, the College defeased the Series 2014 General Obligation Limited Tax Refunding Bonds. Payment
coming from the College’s Education Fund were placed in an escrow account which was created to defease
the bonds. The investment and fixed earnings from the investment are sufficient to fully service the
defeased debt until the debt matures. For financial reporting purposes, the debt has been considered
defeased and therefore, the Series 2014 General Obligation Limited Tax Refunding Bonds were removed
from the College’s financial statements. The outstanding balance as of June 30, 2019, for the Series 2014
bond was $2,550,000.

In FY19, the College issued $8,335,000 in General Obligation Bonds, Series 2019, with interest rates
ranging from 1.82% to 3.16%. These bonds have annual maturities of $280,000 to $625,000 starting in
2020 and ending in 2038. The bonds were issued to fund various capital projects throughout the College.
See Note 5.

OTHER INFORMATION

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

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable
and efficiently organized CAFR whose contents conform to program standards. Such CAFR must satisfy
both accounting principles generally accepted in the United States of America and applicable legal
requirements.

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

Independent Audit. State statutes require an annual audit by independent certified public auditors. The
Morton College’s Board of Trustees selected BKD, LLP as the College’s auditors. The auditor’s report on
the financial statements and schedules is included in the financial section of the report.




Acknowledgements. The preparation of the CAFR was made possible by the dedicated service of the entire
staff of the finance department. Each member of the department has our sincere appreciation for the
contributions made in the preparation of this report.

Respectfully submitted,

IS| Mireya Perey

Mireya Perez
Chief Financial Officer

IS Dr. Stanley Fields
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President
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Independent Auditor’s Report

Board of Trustees

Morton College - Community College
District No. 527

Cicero, Illinois

Report on the Financial Statements

We have audited the accompanying financial statements of Morton College, Community College District
No. 527 (College), as of and for the years ended June 30, 2019 and 2018, and the related notes to the
financial statements, which collectively comprise the College’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and in accordance with the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

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

Praxi gf_:
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Board of Trustees

Morton College, Community College
District No. 527

Page 2

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Morton College, Community College District No. 527 as of June 30, 2019 and 2018,
and the respective changes in its financial position and cash flows, for the years then ended, in accordance
with accounting principles generally accepted in the United States of America.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, pension and other postemployment benefit information, as identified in the table
of contents, be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board,
which considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic or historical context. We have applied certain limited procedures
to the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audits of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that
collectively comprise Morton College - Community College District No. 527°s basic financial statements.
The introductory section, statistical section and special reports section are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The special reports
section is required by the Illinois Community College Board and is presented on the modified accrual
basis of accounting.

The special reports section is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audits of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the special reports section
is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory section and statistical section in the table of contents have not been subjected to the
auditing procedures applied in the audits of the basic financial statements, and accordingly, we do not
express an opinion or provide any assurance on them.
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Page 3

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 15,
2019, on our consideration of Morton College’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of Morton College’s internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering Morton College’s internal control over financial reporting and compliance.

BED Lwp

Oakbrook Terrace, Illinois
November 15, 2019
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MORTON COLLEGE
COMMUNITY COLLEGE DISTRICT NO. 527
MANAGEMENT'’S DISCUSSION AND ANALYSIS
June 30, 2019 and 2018
(UNAUDITED)

This section of Morton College’s Financial Report presents Management’s Discussion and Analysis of the College’s
financial activity during the fiscal years ended June 30, 2019 and June 30, 2018. Since this Management’s Discussion
and Analysis (MD&A) is designed to focus on current year’s activities, resulting changes and currently known facts, it
should be read in conjunction with the transmittal letter (pages i-v), the College’s basic financial statements
(pages 10-13) and the footnotes (pages 14-43). Responsibility for the completeness and fairness of this information
rests with the College.

Using This Annual Report

The financial statements prepared under Governmental Accounting Standards Board (GASB) Statement No. 34 focus
on the College as a whole. The College’s basic financial statements (see pages 10-13) are designed to emulate
corporate presentation models whereby all College activities are consolidated into one total column. The Statements
of Net Position presents information on all the College’s assets and liabilities, with the difference between the two
reported as net position. These statements combine and consolidate current and long-term financial resources and
capital assets. The Statements of Revenues, Expenses and Changes in Net Position focus on both the gross costs
and the net costs of College activities, which are supported mainly by property taxes, state and other revenues. This
approach is intended to summarize and simplify the user’s analysis of costs of various College services to students
and the public.

Financial Highlights
Financial Analysis of the College as a Whole
Net Position
As of June 30, (In millions)

Increase Increase
2019 2018 (Decrease) 2017 (Decrease)
Current assets $ 295 $ 315 % (2.0 $ 276 3 3.9
Noncurrent assets:
Restricted cash and long-term investments 9.1 - 9.1 - -
Capital assets, net of depreciation 233 237 (0.4) 25.6 (1.9
Total assets 61.9 55.2 6.7 53.2 2.0
Deferred outflows of resources 0.9 0.8 0.1 0.1 0.7
Current liabilities 5.4 5.8 (0.4) 49 0.9
Noncurrent liabilities 23.7 16.4 7.3 34 13.0
Total liabilities 29.1 22.2 6.9 8.3 13.9
Deferred inflows of resources 6.8 6.4 0.4 5.1 1.3
Net position:
Investment in capital assets 22.7 20.5 2.2 21.8 (1.3)
Restricted 14.0 12.7 13 12.4 0.3
Unrestricted (9.8) (5.8) (4.0) 5.7 (11.5)
Total net position $ 269 $ 274 % (0.5 $ 399 $ (125

This schedule was prepared from the College’s Statements of Net Position (page 10-11), which is presented on an
accrual basis of accounting.




MORTON COLLEGE
COMMUNITY COLLEGE DISTRICT NO. 527
MANAGEMENT'’S DISCUSSION AND ANALYSIS
June 30, 2019 and 2018
(UNAUDITED)

2019

Total net position, at June 30, 2019, decreased by $0.5M compared to fiscal year 2018 bringing it to $26.9M. The
decrease is primarily due to the increase in the net other postemployment benefit liability of $14,121,970, which
increased by $0.6M from the prior year. The following are key changes by fund: an increase in Academic Support for
$0.3M, and increase in operations and maintenance of plant of $0.8M, a decrease in auxiliary enterprise of $1.1M and
an increase in scholarships and fellowships of $0.7M.

2018

Total net position, at June 30, 2018, decreased by $12.5M compared to fiscal year 2017 bringing it to $27.4M. The
decrease is primarily due to the implementation of GASB 75, which resulted in a net other postemployment benefit
liability of $13,521,877. The following are key changes by fund: an increase in instruction for $2.3M of which $1.4M is
for the recording of OPEB expense.

The change in net position is explained on page 8 after the Analysis of Net Position schedule.

Operating Results
For the Years Ended June 30, (In millions)

Increase Increase
2019 2018 (Decrease) 2017 (Decrease)

Operating revenues:

Tuition and fees $ 113 $ 106 $ 07 % 98 % 0.8

Scholarship allowance (5.1) (5.6) 0.5 (5.1 (0.5

Auxiliary and other 0.1 1.2 (1.2) 1.7 (0.5)
Total 6.3 6.2 0.1 6.4 (0.2)
Less operating expenses 46.2 455 0.7 42.2 3.3
Net operating loss (39.9) (39.3) (0.6) (35.8) (3.5
Nonoperating revenues and expenses:

Property taxes 9.8 10.0 0.2) 9.7 0.3

State grants and contracts 20.9 19.9 1.0 18.5 14

Federal grants and contracts 8.6 94 (0.8) 8.7 0.7

Investment income 0.5 0.3 0.2 0.1 0.2

Interest expense (0.4 (0.2) (0.2) (0.2) -
Total 394 394 - 36.8 2.6
Increase in net position (0.5) 0.1 (0.6) 1.0 (0.9
Net position, beginning of year (as previously

stated) 27.4 39.9 (12.5) 38.9 1.0
Restatement for adoption of GASB 75 (Note 11) - (12.6) 12.60 - (12.6)
Net position, beginning of year (as restated) 274 27.3 0.10 38.9 (11.6)
Net position, end of year $ 269 $ 274 3 (05) $ 399 $ (125)
Total revenues $ 461 $ 458 $ 0.3 $ 434 $ 2.4
Total expenses $ 466 $ 457 $ 0.9 $ 424 $ 33




MORTON COLLEGE
COMMUNITY COLLEGE DISTRICT NO. 527
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2019 and 2018
(UNAUDITED)

2019

Net operating loss, for the twelve months ended June 30, 2019, increased to $39.9M from $39.3M in 2018 mainly due
to an increase in academic support of $0.3M, and increase in operations and maintenance of plant of $0.8M, a decrease
in auxiliary enterprise of $1.1M and an increase in scholarships and fellowships of $0.7M.

2018
Net operating loss, for the twelve months ended June 30, 2018, increased to $39.3M from $35.8M in 2017 mainly due
to an increase in instruction for $2.3M of which $1.4M is for the recording of OPEB expense.

Revenues by Source (2019):

B Local property
B Federal grants taxes 21.3%
and contracts B Investments,

18.7% net 1.1%

W Auxiliary and
other 0.2%

| State B Tuition and

fees, net 13.4%

45.3%
Operating Expenses
For the Years Ended June 30,
(In millions)
Increase Increase
2019 2018 (Decrease) 2017 (Decrease)

Instruction $ 17.9 $ 18.0 $ 01 $ 15.7 $ 2.3
Academic support 29 2.6 0.3 2.6 -
Student services 3.9 3.7 0.2 3.1 0.6
Public service 1.2 1.4 (0.2) 1.1 0.3
Institutional support 7.0 7.0 - 7.0 -
Operations and maintenance of plant 5.8 5.1 0.7 4.6 0.5
Depreciation 2.1 2.0 0.1 1.9 0.1
Scholarships and fellowships 4.3 3.6 0.7 3.7 (0.1)
Auxiliary enterprises 11 2.1 (1.0 2.5 (0.4)
Total $ 46.2 $ 45.5 $ 0.7 $ 42.2 $ 3.3




MORTON COLLEGE
COMMUNITY COLLEGE DISTRICT NO. 527
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2019 and 2018
(UNAUDITED)

The following is a graphic illustration of operating expenses:

Operating Expenses by Function (2019):
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Comparison of Operating Expenses Fiscal Years 2019 and 2018 (in millions):

Auxiliary enterprises

Scholarships and expenses
Depreciation

Operations and maintenance of plant
Institutional support 2018

Public service m 2019

Student services

Academic support

Instruction

- 2.00 4.00 6.00 8.0010.0012.0014.0016.0018.0020.00

2019

Total operating expenses increased to $46.2M from $45.5M mainly due to the following: an increase in Academic
Support for $0.3M, and increase in operations and maintenance of plant of $0.8M, a decrease in auxiliary enterprise of
$1.1M and an increase in scholarships and fellowships of $0.7M.

2018

Total operating expenses increased to $45.5M from $42.2M mainly due to the following: an increase in Instruction for
$2.3M of which $1.4M is for the recording of OPEB expense, an increase in student services of $0.6M and an increase
in operations and maintenance of plant of $0.5M.




MORTON COLLEGE
COMMUNITY COLLEGE DISTRICT NO. 527
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2019 and 2018
(UNAUDITED)

Analysis of Net Position

June 30,
(In millions)
Increase Increase
2019 2018 (Decrease) 2017 (Decrease)

Net position:

Net investment in capital assets $ 227 % 205 % 22 $ 218 % 1.3)

Restricted expendable 14.0 12.7 1.3 12.4 0.3

Unrestricted (restated - see Note 11) (9.8) (5.8) (4.0 5.7 (11.5)
Total $ 269 §$ 274 % (05 $ 399 % (12.5)
2019

Total net position, at June 30, 2019, decreased by $0.5M compared to fiscal year 2018 due to the implementation of

GASB 75, which resulted in a net other postemployment benefit liability increase of $0.6M.

2018

Total net position, at June 30, 2018, decreased by $12.5M compared to fiscal year 2017 due to the implementation of

GASB 75, which resulted in a net other postemployment benefit liability of $13,521,877.
The following is a graphic illustration of net position.

Net Position
June 30, 2019

Unrestricted -36% Restricted

52%

Net

Investment in

Capital Assets
84%




MORTON COLLEGE
COMMUNITY COLLEGE DISTRICT NO. 527
MANAGEMENT'’S DISCUSSION AND ANALYSIS
June 30, 2019 and 2018
(UNAUDITED)

Analysis of Capital Assets
June 30, (In millions)

Increase Increase

2019 2018 (Decrease) 2017 (Decrease)
Capital assets:

Land improvements $ 26 $ 26 $ -8 26 $ -
Construction in progress 0.7 0.2 0.5 - 0.2
Building 36.0 35.4 0.6 355 (0.2)
Equipment 8.4 7.9 0.5 7.7 0.2
Total 47.7 46.1 1.6 45.8 0.3
Less: accumulated depreciation (24.4) (22.4) (2.0) (20.2) (2.2)
Net capital assets $ 233 % 237 % 04 $ 256 $ (1.9

2019

Net capital asset decrease of $0.4M mainly relates to the $2.0M net increase in accumulated depreciation offset by
$1.6M increase in construction in progress, building and equipment. For more detailed information on capital asset
activity, please see Note 4.

2018

Net capital asset decrease of $1.9M mainly relates to the $2.2M net increase in accumulated depreciation. For more
detailed information on capital asset activity please see Note 4.

Long-Term Debt

June 30,
(In millions)
Increase Increase
2019 2018 (Decrease) 2017 (Decrease)
Long-term debt:
General obligations $ 93 $ 32 % 6.1 $ 34 % 0.2)
Capital lease payable 0.2 0.1 0.1 0.1 -
Net other postemployment benefit liabilities 14.1 13.5 0.6 - 13.5
Total $ 236 $ 168 $ 68 $ 35 $ 13.3

2019

The $6.8M increase in long-term debt is due to the $6.1M increase in general obligations and a $0.6M increase in net
other postemployment benefit liabilities, which was recorded as part of the implementation of GASB 75 in fiscal year
2018. For more detailed information on long-term debt activity please see Note 5.

2018

The $13.3M increase in long-term debt is due to the $13.5M net other postemployment benefit liabilities, which was
recorded as part of the implementation of GASB 75 in fiscal year 2018. General obligations decreased by $0.5M due
to the annual debt payment on Series 2006 and 2014. For more detailed information on long-term debt activity please
see Note 5.

Other Factors
There are currently no other known facts, decisions or conditions that will have a significant effect on the financial
position (net position) or results of operation (revenues, expenses and changes in net position) of the College.
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Morton College, Community College District No. 527
Statements of Net Position
June 30, 2019 and 2018

Assets
2019 2018
Current Assets
Cash and cash equivalents $ 21,241,942 $ 22,693,268
Receivables, net
Property taxes and corporate personal property
replacement taxes, net allowances of $892,503 in
2019 and $981,873 in 2018, respectively 4,430,879 4,231,435
Government claims 889,685 1,143,474
Tuition and fees, net of allowances for doubtful
accounts of $5,132,399 in 2019 and $4,872,054
in 2018 2,494,125 2,531,614
Other 326,676 169,212
Inventories - 534,427
Prepaid expenses and other current assets 123,869 150,005
Total current assets 29,507,176 31,453,435
Noncurrent Assets
Restricted cash and cash equivalents 9,112,867 -
Long-term investments 733 -
Capital assets, net of accumulated depreciation,
where applicable 23,296,518 23,702,232
Total noncurrent assets 32,410,118 23,702,232
Total assets 61,917,294 55,155,667
Deferred Outflows of Resources
Unamortized loss on refunding - 99,068
Other postemployment benefit obligation 919,331 715,634
Total deferred outflows of resources 919,331 814,702
(Cont.)

See Notes to Basic Financial Statements 10



Morton College, Community College District No. 527

Statements of Net Position
June 30, 2019 and 2018

Liabilities

Current Liabilities
Accounts payable
Accrued salaries and vacation
Unearned revenue
Tuition and fees
Grants
Other current liabilities
Long-term obligations - current
Current portion of capital lease payable
Current portion of general obligation bonds
Deposits held in custody for others

Total current liabilities
Noncurrent Liabilities
Capital lease payable, net of current portion
General obligation bonds, net of current portion
Net other postemployment benefit liabilities

Total noncurrent liabilities

Total liabilities
Deferred Inflows of Resources

Property taxes
Other postemployment benefit obligation

Total deferred inflows of resources

Net Position

Net investment in capital assets
Restricted for

Capital projects

Working cash

Debt service

Specific purposes
Unrestricted (deficit)

Total net position

See Notes to Basic Financial Statements

2019 2018
$ 756,374 $ 616,845
777,929 791,456
2,904,463 2,906,878
149,427 173,156
365,819 226,483
44,716 21,362

- 445,000

440,802 633,715
5,439,530 5,814,895
173,022 16,076
9,371,438 2,817,578
14,121,970 13,521,877
23,666,430 16,355,531
29,105,960 22,170,426
5,026,329 5,235,025
1,799,652 1,164,773
6,825,981 6,399,798
22,674,183 20,501,284
1,559,071 734,920
9,442,448 9,442,448
1,447,845 938,618
1,618,288 1,542,806
(9,837,151) (5,759,931)

$ 26,904,684 $ 27,400,145

11



Morton College, Community College District No. 527
Statements of Revenue, Expenses and Changes in Net Position
Years Ended June 30, 2019 and 2018

2019 2018
Operating Revenues
Tuition and fees, net of scholarship allowances of
$5,154,470 and $5,611,728 for 2019 and 2018, respectively $ 6,144,407 $ 5,006,299
Sales and services of auxiliary activities 108,327 1,187,270
Total operating revenues 6,252,734 6,193,569
Operating Expenses
Instruction 17,949,000 17,995,297
Academic support 2,940,227 2,563,405
Student services 3,919,084 3,668,700
Public service 1,189,860 1,436,109
Auxiliary enterprises 1,071,095 2,121,933
Operations and maintenance of plant 5,808,513 5,062,853
Institutional support 6,898,008 6,951,773
Scholarships and fellowships 4,347,856 3,624,113
Depreciation 2,094,445 2,076,399
Total operating expenses 46,218,088 45,500,582
Operating Loss (39,965,354) (39,307,013)
Nonoperating Revenue (Expense)
Federal grants and contracts 8,568,350 9,353,438
State grants and contracts 20,952,783 19,957,533
Local grants and contracts 3,783 1,848
Property taxes 9,861,485 9,982,119
Interest expense on bonds (439,285) (162,642)
Investment income 522,777 264,202
Total nonoperating revenue (expense) 39,469,893 39,396,498
Increase (Decrease) in Net Position (495,461) 89,485
Net Position, Beginning of Year 27,400,145 27,310,660
Net Position, End of Year $ 26,904,684 $ 27,400,145

See Notes to Basic Financial Statements 12



Morton College, Community College District No. 527

Statements of Cash Flows

Years Ended June 30, 2019 and 2018

Operating Activities
Tuition and fees
Payments to suppliers
Payments to employees
Aucxiliary enterprise charges, net
Net cash used in operating activities

Noncapital Financing Activities
Local property taxes
Grants and contracts
State appropriations
Net cash provided by noncapital financing activities

Capital and Related Financing Activities
Purchase of capital assets
Proceeds from issuance of capital debt
Payments on capital debt
Interest paid on capital debt
Net cash provided by (used in) capital and related financing activities

Investing Activities
Proceeds from sales and maturities of investments
Interest received on investments
Net cash provided by investing activities

Net Increase in Cash and Cash Equivalents
Cash, and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Reconciliation of Operating Loss to Net Cash
Used in Operating Activities
Operating loss
Adjustment to reconcile operating loss to net cash
used in operating activities

Depreciation
State payment in kind for retirement
State payment in kind for OPEB
Deferred outflows of resources - other postemployment benefit
Deferred inflows of resources - other postemployment benefit
Net other postemployment benefit liability

Changes in
Tuition and fees receivable
Inventories
Prepaid expenses
Accounts payable
Accrued salaries and vacation
Unearned tuition and fees
Other current liabilities
Amounts held in custody for others

Net cash used in operating activities

Noncash Capital and Related Financing Activities
Capital lease acquisitions

See Notes to Basic Financial Statements

2019 2018
$ 6,179,481 $ 4,906,861
(12,438,098) (13,093,171)
(17,918,140) (17,128,044)
108,327 1,187,270
(24,068,430) (24,127,084)
9,453,345 9,527,946
8,555,630 9,414,890
8,938,740 12,388,490
26,947,715 31,331,326
(1,478,768) (226,528)
9,374,328 -
(3,196,063) (516,037)
(439,285) (150,662)
4,260,212 (893,227)
(733) 1,858
522,777 264,202
522,044 266,060
7,661,541 6,577,075
22,693,268 16,116,193
$ 30,354,809 $ 22,693,268

$ (39,965,354)

2,094,445
11,176,883
926,259

(203,697)
634,879
600,093

37,489
534,427
26,136
139,529
(13,527)
(2,415)
139,336
(192,913)

$ (39,307,013)

2,076,399
9,951,140
1,239,861

(651,305)
1,164,773
808,874

(497,528)
231,453
(25,772)
322,835

43,502
398,090
58,897
58,710

$ (24,068,430)

$ (24,127,084)

$ 209,963

13



Morton College, Community College District No. 527
Notes to Basic Financial Statements
June 30, 2019 and 2018

Note 1. Organization and Summary of Significant Accounting Policies

Morton College, Community College District No. 527 is a separate taxing body created under the
Illinois Public Community College Act of 1965, serving the towns of Berwyn, Cicero, Forest View,
Lyons, McCook and Stickney. Established in 1924, it is the second oldest two-year college in
Ilinois providing baccalaureate-oriented, career-oriented and continuing education courses. The
Board of Trustees, which is elected by residents of the District, is the College’s governing body that
establishes the policies and procedures by which the College is governed.

Reporting Entity

The accompanying financial statements include all entities for which the Board of Trustees of the
College has financial accountability. In defining the financial reporting entity, the College has
considered whether there are any potential component units. The decision whether to include a
potential component unit in the reporting entity was made by applying the criteria set forth in
Government Accounting Standards Board (GASB) Statement No. 39, Determining Whether
Certain Organizations are Component Units, and GASB Statement No. 61, The Financial
Reporting Entity: Omnibus. These statements amend Statement No. 14, The Financial Reporting
Entity, to provide guidance to determine whether certain organizations for which the College is not
financially accountable should be reported as a component unit based upon the nature and
significance of the relationship with the College. Generally, it requires reporting as a component
an organization that raises and holds significant economic resources for the direct benefit of a
government unit. Based on the above criteria, the College does not have any significant component
units.

Basis of Accounting

The College’s financial statements have been prepared in accordance with generally accepted
accounting principles as applicable to public colleges and universities outlined in GASB Statement
No. 35 as well as those prescribed by the Illinois Community College Board (ICCB).

The College reports as a business-type activity, as defined by GASB Statement No. 35. Business-
type activities are those that are financed in whole or in part by fees charged to external parties for
goods or services.

Accrual Basis
The financial statements of the College have been prepared on the accrual basis of accounting,

whereby revenue is recognized when earned and expenditures are recognized when the related
liabilities are incurred and certain measurement and matching criteria are met.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits and short-term investments with
original maturities of three months or less from the date of acquisition.

14



Morton College, Community College District No. 527
Notes to Basic Financial Statements
June 30, 2019 and 2018

Investments

Investments are reported at fair value, based upon quoted market prices. Changes in the carrying
value of investments, resulting in unrealized gains or losses, are reported as a component of
investment income in the statement of revenues, expenses and changes in net position. The Illinois
Funds is an external investment pool administered by the Illinois State Treasurer. The fair value of
the College’s investment in the fund is the same as the value of the pool shares.

Inventories

Inventories are reported at the lower of cost or market principally determined by the retail
inventory method. Inventories primarily represent items held for resale by the College’s bookstore.
As of June 30, 2019, the College no longer owns and manages the bookstore and therefore, the
ending inventory balance as of June 30, 2019, is $0. At June 30, 2018, the balance was $534,427.

Capital Assets

Capital assets are reported at cost at the date of acquisition or their estimated acquisition value at
the date of donation. For movable property, the College’s capitalization policy includes all items
with a unit cost of $5,000 or more. Renovations to buildings and land improvements that exceed
$50,000 and 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
was incurred. Capital assets are depreciated using the straight-line method over the estimated
useful lives of the assets, generally 50 years for buildings and 5 years for equipment.

Noncurrent Liabilities

Noncurrent liabilities include principal amounts of general obligation bonds and capital leases with
contractual maturities greater than one year.

Unearned Tuition and Fee Revenue

Tuition and fee revenues collected during the fiscal year which relate to the period after June 30,
2019 and 2018, have been recognized as unearned revenues. Unearned revenues arise when
resources are received by the College before it has a legal claim to them, as when grant monies are
received prior to the incurrence of qualifying expenditures. In subsequent periods, when both
revenue recognition criteria are met, or when the College has a legal claim to the resources, the
liability for unearned revenue is removed from the balance sheet or statement of net position and
revenue is recognized.

15



Morton College, Community College District No. 527
Notes