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          President’s Letter 
October 15, 2004 
 
 
 
Ladies and Gentlemen of the Board: 
 
I am pleased to submit to you and the residents of District 518 the Comprehensive Annual Financial 
Report for Fiscal Year 2004.  This document presents the record of the College’s financial 
operations for the year just ended. 
 
This past year, the College received the Certificate of Achievement for Excellence in Financial 
Reporting from the Government Finance Officers Association as well as the Meritorious Budget 
Award from the Association of School Business Officials International.  We are proud of these 
achievements as both awards were received the first year in which submitted.  In fiscal year 2004, 
we also began the implementation of new administrative software (Colleague) which will provide 
further improvements to our decision making process, as well as the presentation of information to 
all constituents of the College. 
 
Our students are young and old, traditional and non-traditional, credit and non-credit seeking, 
pursuing degrees, retraining, upgrading their skills, maintaining certification, advancing in their 
profession or just taking a class or two.  Forty-two percent of the college-bound students in District 
#518 attend Carl Sandburg College.  The average class size is ten students.  Carl Sandburg 
College’s typical student is 30 years of age, nine percent are an ethnic minority, 64 percent are 
women and 59 percent attend part-time.  What they all have in common is that they come to Carl 
Sandburg College to learn.  As the community’s college, Carl Sandburg College is far more than a 
place where students can and do spend a year or two before moving on to four-year institutions both 
in Illinois and across the country.  Students most commonly describe Carl Sandburg College as 
comfortable, reasonably priced, academic, and career oriented.  Approximately 500 degrees and 
certificates are awarded every year.  More than 12,626 degrees and certificates have been awarded 
since the College’s inception. 
 
I am grateful to the community which supports us, the students who enroll with us, and the trustees 
who govern us.  And I am proud of and thankful for all those who work with unflagging dedication 
to make Carl Sandburg College, a learning place where, in so many ways, people who come to learn 
are empowered to reach for their future. 
 
Respectfully, 
 

 
 
Thomas A. Schmidt 
President 
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        Transmittal Letter 
October 15, 2004 
 
To President Schmidt, 
Members of the Board of Trustees, and  
Citizen of Carl Sandburg College District No. 518: 
 
 
 
 
The Comprehensive Annual Financial Report of Carl Sandburg College, Community College 
District No. 518 (the College), Fulton, Hancock, Henderson, Henry, Knox, Mercer, McDonough, 
Schuyler, Stark and Warren Counties, State of Illinois, for the fiscal year ended June 30, 2004, is 
hereby submitted.  Responsibility for both the accuracy of the data and the completeness and 
fairness of the presentation, including all disclosures, rests with 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 results of operations 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 Management’s Discussion and 
Analysis (pages 3-11), which focuses on current activities, accounting changes and currently known 
facts. 
 
In 2003, the College was required to implement a dramatic change in governmental financial 
reporting.  The format of these new statements is described in the notes.  We believe this new 
presentation will provide better information to the user of the Comprehensive Annual Financial 
Report (CAFR). 
 



The CAFR is presented in four sections:  introductory, financial, statistical and special 
reports.  The introductory section includes the President’s Letter, this transmittal letter, the 
College’s principal officials, an organization chart and the Certificate of Achievement for 
Excellence in Financial Reporting.  The financial section includes the report of 
independent accountants, the management’s discussion and analysis, the basic financial 
statements, notes to financial statements and supplemental financial information.  The 
statistical section includes selected unaudited financial and demographic information, 
generally presented on a multi-year basis.  The special reports section includes uniform 
financial statements, the certificate of chargeback reimbursement, grant financial 
statements and enrollment schedules required by the Illinois Community College Board, 
together with the related auditors’ reports. 
 
VISION, MISSION AND VALUES  
 
The College’s mission is as follows: 
 
Provide accessible, quality education in a caring environment by keeping the learner’s 
needs at the center of decision making and by working in partnership with communities of 
the College district. 
 
The Institutional Focal Points are Learning, Caring Environment, Technology, Cooperative 
Alliances, Stability and Assessment.   
 
We strive to keep the mission and focal points foremost in our decision-making processes. 
 
GENERAL 
 
The College maintains its accounts and prepares its financial statements in accordance with 
accounting principles generally accepted in the United States of America (GAAP)  as set 
forth by Governmental and Financial Accounting Standards Boards (GASB and FASB), 
National Association of College and University Business Officers (NACUBO) and the 
Illinois Community College Board (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 they have been 
reduced to a legal obligation to pay.  The notes to the financial statements expand and 
explain the financial statements and the accounting principles applied.  The College’s 
financial statements have been audited by the independent public accountants, Clifton 
Gunderson, LLP.  Their report is included as part of the financial presentation. 
 
ECONOMIC CONDITION AND OUTLOOK 
 
The College’s district covers all or part of ten counties in Illinois.  The main campus is 
located in Galesburg with a branch campus in Carthage and an extension in Bushnell. 
 



The following table illustrates enrollments over the last six years. 
   FALL    
 1999 2000 2001 2002 2003 2004* 
Enrollment       
       
College headcount 2739 3220 3341 3441 3554 4880 
       
Full-time equivalents 1541 1661 1781 1999 2251 2079 
       
Continuing Education 2025 1976 2423 1773 949 982 
       
Total Credit Hours 46230 49830 53430 59970 67534 62356 

 * Projected 
 
The College has the resources required to serve student enrollment.  In 2001, the North 
Central Association of College and Schools continued accreditation for ten years and 
indicated that fiscal management was a strong asset of the College. 
 
MAJOR INITIATIVES 
 
Following a comprehensive institutional planning process, the Board of Trustees adopted a 
set of six focal points each with goals designed to shape departmental, programmatic, and 
individual decision making. 
 
 I. Learning 

A. Promote and support student learning at the classroom, program, and 
school levels. 

B. Provide and maintain resources, which enable and enhance student 
retention and learning. 

  C. Promote and support local research on the learning process. 
 II. Caring Environment 

A. Shape an environment that recognizes the need for diversity. 
B. Create opportunities for all within the College community to interact 

with understanding, tolerance, and respect for others. 
C. Promote sensitivity to individual needs and aspirations of those 

throughout the College community. 
D. Promote organizational development as a long-range effort to 

improve the College’s problem-solving and renewal process. 
III. Technology 

A. Establish and maintain effective technology in academic programs 
and support functions. 

B. Upgrade employee skills in use of technology. 
IV. Cooperative Alliances 

A. Develop programs in cooperation with neighboring institutions. 
B. Maintain and expand alliances within and beyond the College 

district. 
C. Support economic development activities 



 
V. Stability 

A. Establish/maintain an operating fund balance equal to 5-6 percent of 
the previous year’s adopted budget. 

B. Develop institutional shape/make-up that best addresses long-range 
fiscal concerns. 

C. Maintain the College comprehensive Risk Management Program. 
D. Maintain a competitive compensation program to enable the College 

to attract and retain a quality workforce. 
E. Promote operating efficiencies to accommodate growth. 
F. Promote the development of human resources. 
G. Promote and develop information management systems that 

facilitate decision-making. 
VI. Assessment 

A. Promote and support local research on the assessment process. 
B. Promote student assessment at the course, program, and school 

levels. 
C. Promote assessment as an institutional way of life. 

 
The College will be implementing a new software system over the next two years in order 
to satisfy part of III.A. and III.B. Technology enhancement and training.   
 
FINANCIAL INFORMATION 
 
Internal Control.  Management of the College is responsible for establishing and 
maintaining an internal control structure designed to protect the assets of the College, 
prevent loss from theft or misuse and to provide that adequate accounting data are 
compiled to allow for the preparation of financial statements in conformity with 
accounting principles generally accepted in the United States of America.  The internal 
control structure is 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. 
 
Budgeting Controls.  The College maintains budgetary controls.  The objective of these 
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. 
 
Fund Group    Fund
Current Unrestricted   Education 
     Operations and Maintenance 
     Enterprise 
     Capital Endowment 



 
Current Restricted   Bond and Interest 

Restricted Purposes/Workforce Investment Act 
     Nonexpendable Trust 
     Audit 
     Liability, Protection, and Settlement 
 
Plant     Operations 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.  The College also maintains 
an encumbrance accounting system as one technique of accomplishing budgetary control.  
Encumbered amounts lapse at year-end.   
 
As demonstrated by the statements and schedules included in the financial section of this 
report, the College continues to meet its responsibility for sound financial management. 
 
Property Taxes.  The following table illustrates the College’s property tax levy rates over 
the last five years.   
 
Levy Rates (Per $100 of assessed valuation): 
 

 Maximum      
State 
Avg. 

Fund Type Authority 2003 2002 2001 2000 1999 2001
Current:        
  Education 0.2054 0.2054 0.2057 0.2021 0.1801 0.1841 .2108 
  Operations and Maintenance 0.0500 0.0500 0.0500 0.0500 0.0500 0.0500 .0566 
  Liability, Protection and Settlement none 0.1010 0.0872 0.0680 0.0683 0.0696 .0496 
  Audit 0.0050 0.0041 0.0041 0.0023 0.0017 0.0030 .0019 
  Working Cash none 0.0000 0.0000 0.0000 0.0000 0.0000 .0051 
  Social Security/Medicare none 0.0076 0.0076 0.0074 0.0074 0.0077  
  Bond and Interest none 0.1458 0.1425 0.1423 0.1171 0.0982 .0276 
Plant:        
  Operations and Maintenance 0.0500 0.0000 0.0071 0.0087 0.0500 0.0425 .0183 
   (Restricted) - Life Safety        
        
Total  0.5139 0.5042 0.4808 0.4746 0.4551 .3580 
 
Estimated assessed value of taxable property for 2003, for taxes collectible in 2004, is 
$1,287,419,979. 
 
The College’s average collection rate over the past five years, including collection of back 
taxes, has been 100 percent. 
 



PROSPECTS FOR THE FUTURE 
 
The College’s financial outlook for the future continues to be positive, albeit with some 
caution.  As illustrated in an earlier discussion, the College’s student and adult continuing 
education enrollments fluctuated over the past five years and have shown a 20% decline in 
the last year.   
 
The College’s capital improvement plan for fiscal year 2005 is designated primarily for 
investment in a new mainframe computer environment.  The College’s funding for this 
project will come from the Strategic Technology Endowment Fund interest income.  The 
STEF fund was increased temporarily in fiscal year 2004 for this computer purchase as 
well as our Xerox environment lease payments. 
 
DEBT ADMINISTRATION  
 
Debt of the College is comprised of General Obligation Bonds and Capital Leases.  The 
bond payments will be funded through the tax levy while the capital leases are currently 
funded by bond proceeds. 
 
CASH MANAGEMENT 
 
For the purpose of overall investment of excess funds, the College is governed by the 
Illinois Public Community College Act (Chapter 110 of Illinois Compiled Statutes Act 
805) and the Illinois Public Funds Investment Act (Chapter 30 of Illinois Compiled 
Statutes Act 235).  The fiduciary responsibility for said investments is entrusted to the 
College Board of Trustees who have delegated this function to the Treasurer of the College 
as permitted by the Illinois Public Community College Act. 
 
In keeping with existing Board policy, all investments of excess funds are made in a 
prudent, conservative and secure manner and in accordance with the guidelines detailed in 
the College Investment Policy No. 2.6.  Designation of depositories of College funds is 
approved by the Board of Trustees. 
 
In the fiscal year ending June 30, 2004, the College’s investments from current accounts 
generated $99,612 in investment income. 
 
The College invests funds in an Operating Checking account at Wells Fargo Bank.  The 
College’s average rate on these funds was 1.11 percent.  As of June 30, 2004, investments 
were as follows: 
 
Investments      $ Amount  Percent 
  Wells Fargo Money Market    $     10,000      .06 
  Wells Fargo Operating Checking   $4,373,206     24.07 
  Liquid Asset Fund     $     16,553      .09 
  Liquid Asset Fund-MAX    $   417,644    2.30 



  ABN-AMRO      $  9,915,516  58.38 
  Certificates of Deposit    $  2,743,100  15.10 
       $17,476,019           100.00 
RISK MANAGEMENT 
 
The College established a Risk Management Committee on July 25, 1991.  Risk 
Management is the control function whereby exposures to manageable risks are subjected 
to a continual process of monitoring.   
 
The objectives of the Carl Sandburg College Risk Management Program are: 
 

1. To shield the college from fortuitous losses caused by injury, 
death, damage, destruction, depletion, or undermining of its 
human, physical, mechanical, and intangible assets. 

2. To minimize the long range cost of controlling fortuitous losses 
through the reduction or elimination of claims, suits, awards, 
accidents, slow-downs, shut-downs, defense fees, fines, and 
premiums. 

3. To reduce or eliminate exposures within and outside the college 
which increase the chance of fortuitous loss to the college 
personnel, financial assets, and the public. 

  
OTHER INFORMATION 
 
Independent Audit.  State statutes require an annual audit by independent certified public 
accountants.  The accounting firm of Clifton Gunderson LLP was selected by the College’s 
Board of Trustees.  The auditors’ report on the financial statements and schedules is 
included in the financial section of this report. 
 
Acknowledgments.  The timely preparation of the comprehensive annual financial report 
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, 
 

 
Lora L. Wright 
Chief Financial Officer 
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Management’s Discussion and Analysis 
 
This section of Carl Sandburg College’s Comprehensive Annual Financial Report 
presents management’s discussion and analysis of the College’s financial activity during 
the fiscal years ended June 30, 2004 and 2003.  Since this management’s discussion and 
analysis is designed to focus on current activities, resulting change and currently known 
facts, please read it in conjunction with the transmittal letter (pages v-xi), the College’s 
basic financial statements (pages 12-15), and the footnotes (pages 20-39).  Responsibility 
for the completeness and fairness of this information rests with the College. 
 
Using This Annual Report 
 
The new financial statement format (implemented in the fiscal year ended June 30, 2003) 
focuses on the College as a whole.  A comparative analysis is presented in this second 
year of reporting under this model.  The College financial statements (see pages 12-15) 
are designed to emulate corporate presentation models whereby all College activities are 
consolidated into one total.  The focus of the Statements of Net Assets is designed to be 
similar to bottom line results for the College.  These statements combine and consolidate 
current financial resources (short-term spendable resources) with capital assets.  The 
Statements of Revenues, Expenses, and Changes in Net Assets focus on both the gross 
costs and the net costs of College activities which are supported mainly by property taxes 
and by state and other revenues.  This approach is intended to summarize and simplify 
the user’s analysis of the cost of various College services to students and the public.   
 
The College’s financial reports are prepared in accordance with Governmental 
Accounting Standards Board (GASB) principles, which establish standards for external 
financial reporting for public colleges and universities.  These standards also require that 
financial statements be presented on a consolidated basis to focus on the College as a 
whole.  The financial statements presented here encompass the College and its discretely 
presented component unit, the Carl Sandburg College Foundation.  Information regarding 
this component unit is summarized in Note 9 to the financial statements.  This MD&A 
focuses on the College exclusive of the Foundation.  
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Financial Highlights 

Net Assets as of June 30, 2004 and 2003
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Net Assets   
As of June 30,   

(in millions)   
     
   Increase Percent
 2004 2003 (Decrease) Change
     
Current Assets 16.7 13.5 3.2 23.7% 
Non-current Assets   
       Capital Assets, Net of Depreciation 18.6 18.0 0.5 2.8% 
       Other 9.3 9.4 0.0 0.0% 
Total Assets 44.6 40.9 3.7 9.0% 
   
   
Current Liabilities 10.2 9.5 0.7 7.4% 
Non-current Liabilities 26.7 22.5 4.2 18.7% 
Total Liabilities 36.9 32.0 4.9 15.3% 
   
Net Assets   
   Investment in Capital Assets 8.6 8.2 0.4 4.9% 
   Restricted for   
     Debt Service 0.5 0.6 -0.1 -16.7% 
     Insurance 5.2 5.2 0.0 0.0% 
   Unrestricted -6.6 -5.1 -1.5 -29.4% 
Total 7.7 8.9 -1.2 -13.5% 
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This schedule is prepared from the College’s statements of net assets (page 12) which are 
presented on an accrual basis of accounting whereby assets are capitalized and 
depreciated. 
 
Current assets have increased $3.2 million primarily as a result of the June 30, 2004 bond 
closing.  Proceeds were deposited into the operating account at closing. 
 
Non-current liabilities increased $4.2 million due to the bond issuance in June, 2004. 
 
Total net assets at June 30, 2004 decreased by $1.2 million.  The increase in investment 
in capital assets is due primarily to the purchase of the Colleague software for $1.2 
million.  The restricted net assets are reserved for $.5 million of debt service payments 
and $5.2 million of insurance reserve fund bonds.   
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Operating Results for the Year Ended   

June 30,   
(in millions)   

   Increase Percent 
 2004 2003 (Decrease) Change
     
Operating Revenue     
    Tuition and Fees $5.2 $4.6 $0.7 15.2% 
    Auxiliary 0.5 0.4 $0.1 25.0% 
    Other 0.3 0.2 $0.0 0.0% 
Total 6.0 5.2 0.8 15.4% 
     
Less Operating Expenses 31.1 27.1 $4.0 14.8% 
 (25.1) (21.9) (3.2) -14.6% 
     
Non-operating Revenue     
    State Grants and Contracts 10.2 5.8 $4.4 75.9% 
    Federal Grants and Contracts 7.3 8.5 ($1.2) -14.1% 
    Property Taxes 6.4 6.0 $0.4 6.7% 
    Investment Income 0.1 1.1 ($1.0) -90.9% 
    Other 1.1 1.4 ($0.3) -21.4% 
Total 25.1 22.8 2.3 10.1% 
     
Non-operating Expense     
    Interest Expense 1.2 1.6 ($0.4) -25.0% 
     
Loss before state capital grants (1.2) (0.7) ($0.5) 71.4% 
     
State capital grants 0.0 3.7 ($3.7) -100.0% 
     
Increase (Decrease) in Net Assets (1.2) 3.0 ($4.2) -140.0% 
     
Net Assets, Beginning of Year 8.9 5.9 $3.0 50.8% 
Net Assets, End of Year $7.7 $8.9 ($1.2) -13.5% 
     
Total Revenues $31.1 $31.7 ($0.6) -1.9% 

 
Operating revenue increased $.8 million as a result of increased enrollment and higher 
tuition and fee rates. 
 
Operating expenses as of June 30, 2004, increased $4 million largely due to an increase 
in the area of Institutional Support.  The State University Retirement System (SURS) on-
behalf payment from the state increased $4 million from a catch-up for previously under-
funded years. 
 
Non-operating revenue increased $2.3 million.  The SURS on-behalf payment of $4 
million is reflected as both Operating expense and non-operating revenue which results in 

6 



these funds being shown as state grants.  Some federal grants are now paid through state 
agencies.  Interest income is down $1 million primarily due to the unrealized losses 
recorded in the investments held in capital endowment and insurance reserve funds.   
 
State Capital Grants of $3.7 million received in FY 2003 were not received in FY 2004.   
 
The College is planning to begin construction of a new Allied Health building in FY 
2005 to move the Mortuary Science program from a leased facility to an owned facility.  
Cosmetology will be moved from a leased facility to a renovated owned space in the 
Annex building.  Adult Education/Family Literacy will move into a larger newly 
renovated owned space on the main campus.  The Fine Arts Building will undergo 
renovations.  All of these projects are funded from the FY 2004 bond proceeds. 
 
The following is a graphic illustration of revenues by source.   
 

Revenue by Source
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Operating Expenses   

For the Year Ended June 30,   
(in millions)   

     
Operating Expense   Increase Percent 
 2004 2003 (Decrease) Change
    Instruction $10.2 $11.1 ($0.9) -8.1% 
    Academic Support 0.4 0.5 (0.1) -20.0% 
    Student Services 2.3 2.0 0.3 15.0% 
    Public Services 0.9 1.2 (0.3) -25.0% 
    General Administration 0.7 0.4 0.3 75.0% 
    Institutional Support 11.1 6.4 4.7 73.4% 
    Operations & Maintenance of Plant 1.1 0.9 0.2 22.2% 
    Scholarships, grants, waivers 3.3 3.5 (0.2) -5.7% 
    Depreciation 1.1 1.1 0.0 0.0% 
Total $31.1 $27.1 $4.0 14.8% 

 
 
 
 
The following is a graphic illustration of operating expenses.  
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Comparison of Operating Expenses 
Fiscal Years 2004 and 2003
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Capital Assets, Net   
June 30,   

(in millions)   
     
   Increase Percent 
 2004 2003 (Decrease) Change
     
Capital Assets     
    Land & Improvements $0.6 $0.6 $0.0 0.0% 
    Buildings & Infrastructure 25.8 25.6 0.2 0.8% 
    Furniture, Equipment & Vehicles 2.0 1.7 0.3 17.6% 
    Deposit on Equipment 1.2 0.0 1.2 N/A 
     
Total 29.6 27.9 1.7 6.1% 
     
Less Accumulated Depreciation (11.1) (9.9) (1.2) 12.1% 
Net Capital Assets $18.5 $18.0 $0.5 2.8% 
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As of June 30, 2004, the College had recorded $29.6 million invested in capital assets, 
$11.1 million in accumulated depreciation, and $18.5 million in net capital assets.  In the 
past, the College has made significant investments in computer technology in order to 
operate as efficiently and effectively as possible.  For more information, refer to the 
Notes to the Basic Financial Statements on pages 20-39. 
 
 
 
 

Debt   
June 30,   

(in millions)   
     
   Increase Percent 
 2004 2003 (Decrease) Change
    General Obligation Bonds 26.6 23.0 $3.6 15.7% 
    Capital Leases 1.2 0.2 $1.0 500.0% 
    Compensated absences 0.3 0.2 $0.1 50.0% 
     
Total 28.1 23.4 $4.7 20.1% 
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General Obligation Bonds increased due to the issuance of SMART V bonds on June 30, 
2004.  The new debt was issued to increase the Working Cash Fund by $303,720, fund 
the Xerox and Access equipment purchases, fund SRP costs, make improvements to the F 
building, expand Adult Ed/Family Literacy facilities, construct and Allied Health 
building, and to move Mortuary Science and Cosmetology to owned facilities rather than 
leased. 
 
Economic Conditions in the communities served by Carl Sandburg College District 518 
are such that many industries are leaving the area.  Employees of these industries, which 
have become accustomed to earning comfortable wages are now left without many 
options.  Many are choosing to return to the community college for a career change or 
further specialized training.  The administration believes this will result in increased 
credit hours as well as increased need for vocational, technical and remedial courses in 
the next year followed by a decline in credit hours as these individuals return to the 
workforce or leave the area to seek other employment.  The loss of industry could also 
affect our tax base negatively.  However, a transportation employer recently announced it 
will be bringing more jobs to the area.  State funds have been cut for the upcoming fiscal 
year, although the College will benefit from an increase in the equalization grant.  The 
administration will have to look inward for efficiencies while serving the needs of the 
community. 
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