CARL SANDBURG COLLEGE

EXECUTIVE SUMMARY

TO: Board of Trustees, Carl Sandburg College
Community College District #518

FROM: Thomas A. Schmidt, President

SUBJECT: Budget for Fiscal Year 2006

Transmitted herewith is the budget for Carl Sandburg College District #518 for fiscal year 2006
(beginning July 1, 2005, and ending June 30, 2006). This budget reflects many of the significant
components/implications contained within the Phenix Program, which was first introduced in
September 2003. (See APPENDIX)

It maintains our commitment to operating the College as efficiently as possible in light of The
Higher Learning Commission’s recommendations to implement measures to avoid deficit
spending and our long term goal of establishing (and maintaining) appropriate operating fund
balances. It is recognized that adjustments to the FY-2006 budget may be necessary. The
budget can be amended later in the fiscal year as deemed necessary.

FY-2006 marks the twelfth year that credit hour projections have been provided in greater detail,
including details about our growing dual credit programs. Given that two (2) of our three (3)
major funding sources are directly affected by the number of credit hours produced in each
program, the College’s Instructional Team placed a high priority on this aspect of our planning
process.

The FY-2006 budget incorporates and reflects recognition of several significant factors:

1. The most financially challenging landscape ever faced by the State of Illinois. Despite
the State's uncertainty, the College budget will be adopted in accordance with the
timeline approved by the Board of Trustees in January 2005.

2. Implementation of the SMART Initiative (Strategic Management and Resources
Together) — Phase V.

3. Consistent with the concepts of “Outcomes Assessment” and our Phenix Program, there
is a commitment to look inward on the quality and efficiencies of current
programs/activities with an eye towards asking the simple question, “If we were not
already doing this today, would we begin doing it tomorrow?”



The FY-2006 budget was prepared in accordance with the following perspectives/expectations
and assumptions:

1. CSC spent the decade of the 1990’s simultaneously recovering from the 1980’s and
preparing for the new millennium.

2. The shadow for future programmatic and outcomes assessments, performance evaluations
and incremental decision making is assumed to be cast forward over the next four (4)
fiscal years (FY-2006 through FY-2009) ending June 30, 2009, now known as the Phenix
Program.

During this period of extraordinary uncertainty the College must:

A. Activate M.A.S.H. Unit #518, (Mobile Academic Service Habitat), if we are to
lay legitimate claim to our district’s inevitable economic revitalization.

B. Commit to our heritage of accommodating fundamental change.
C. Remain a steadfast beacon of STABILITY.

D. Commit to RE-SHAPING the College, in part, by launching “Silos-of-
Opportunity.” The FY-2006 budget included efforts to initiate our EDUNET
project, rejuvenate our Theatre Arts complex, expand our Allied Health programs,
accommodate growth in our Adult Education program, and attack our
support/operating costs.

3. In addition to challenges confronting the local economy, the State of Illinois budget woes
will persist through FY-2009. Despite accommodating a 17% increase in credit hour
production in FY-04 (which “drives” our FY-06 ICCB Grants), the College will enjoy
negligible growth in state funding next year. FY-2006 marks the first time we will
receive more equalization funding than base aid from the state. Inadequate state funding
results in increased costs to our students, as reflected in higher tuition rates and new
program fees. Our response to fiscal stress will be determined by these internal/external
factors:

A. EXPECTED DURATION OF FISCAL STRESS

B. FINANCIAL MANAGEMENT FLEXIBILITY

C. DIVERSIFICATION OF REVENUE SOURCES

D. HISTORICAL LEVEL OF SUPPORT




Several initial budget control mechanisms have now been implemented, such as:

1.

Adopting the State of Illinois employee reimbursement guidelines for Per Diem meal
allowances.

Investigating cost saving measures related to the consumption of office supplies.

Expanding the capacity to go “paperless” across all operations, and investigating the
option of duplexing all copied materials.

Together, with employee input and cooperation, intensifying mutual efforts to curtail the
growth in health care related costs.

The college must use FY-2006:

1.

2.

As a launching pad for new “Silos of Opportunity.”
To accommodate strategic changes to the organizational structure.

To invigorate the College’s Citizens Advisory Committees in support of our occupational
programs.

To prepare for changing demographics within/throughout the district.

To “prune-the-tree” of current programs/services to ensure the most prudent and efficient
use of public resources.

Beginning with FY-2009, | anticipate that Carl Sandburg College (M.A.S.H. Unit #518) will
have accommodated significant structural and programmatic changes and enhancements
resulting in a “Re-shaped Institution.” I am extremely confident that Carl Sandburg College has
the ability to respond to these challenges.



May 17, 2005

To the Carl Sandburg College Board of Trustees:

Presented in this document is the Budget for Carl Sandburg College for the fiscal year
ending June 30, 2006. As prescribed by state law, the Tentative Budget is made
conveniently available for public inspection for at least thirty days before the Board
adopts the Final Budget for the fiscal year. Prior to adoption, a public hearing is also
held to allow comments from members of the community. This budget presents the
District’s financial and operational plan, and includes all necessary disclosures.

The Annual Budget serves as the financial plan for all funds of the College. It has been
developed utilizing a comprehensive, quality-enhancing approach designed to make the
budget easily understood.

The revenue and expense summary for all funds is located on page 10 of the Introductory
Section. Total budgeted revenues and other sources for FY 2006 are $24,081,379
(including Transfers In of $3,087,289) and total budgeted expenditures are $26,162,794
(including Transfers Out of $3,128,289). The $41,000 difference between transfers in
and transfers out is found in the Restricted Purposes Fund not shown in this budget. The
Restricted Purposes Fund houses our grant revenues and expenditures and $41,000 will
come from this fund. This represents a 7% decrease from the FY 2005 expenditure
budget of $28,308,060.

Organizational Summary
Background

Carl Sandburg College was established by authority of the Illinois Community College
Act of 1965 and was approved by voters in a September 1966 referendum. One year
later, in September 1967, classes began at various locations in Galesburg, including the
former Brown’s Business College and the Central Congregational Church. Enrollment
was approximately 350 students.

In 1969, most of the school’s operations were moved to temporary buildings on its newly
selected campus site at Lake Storey, north of Galesburg.

District voters approved a $42.5 million bond referendum in February 1971 to support the
construction of permanent buildings at Lake Storey. In 1974, the 1,000 square mile
college district was expanded to roughly 3,000 square miles. Ground was broken in
December 1974 for 120,000 square feet of permanent buildings in Galesburg. In 1976,
the 30,000 square foot John Lewis Gymnasium and Fine Arts building was constructed.
From 1985-1990, a new physical plant facility and athletic fields were added to the
Galesburg campus. In Carthage, a new building was constructed for college programs on



a lease agreement. This facility was purchased by the college and changed from an
extension center to The Branch Campus in 1994. The college opened The Extension
Center in Bushnell, Hlinois in the summer of 1995. This facility was constructed to
house college programs on a lease/purchase arrangement to serve Bushnell and the
surrounding area. In 1995, CSC, Knox College and C.U.S.D. 205 developed a
consortium and together established the Educational Technology Center in downtown
Galesburg, featuring state-of-the-art technology offering computer training, distance
learning instruction, meeting facilities, and satellite teleconferencing. In 1996, CSC
signed a 10-year lease to house the Cosmetology/Nail Technology and Mortuary Science
education centers in downtown Galesburg. This new, larger location enabled those
programs to expand and serve more students. In 2001, the college purchased another
downtown building which was renovated to house the new Dental Hygiene program and
clinic. In 1998, CSC built the Education Commons in Carthage, Illinois. This facility is
shared with the Carthage Middle School and features a cosmetology center, music room,
art studio, darkroom and kiln as well as an interactive TV classroom and two state-of-the
art computer labs. With the start of the spring 2003 semester, the college began classes in
the new Don Crist Student Center featuring a bookstore, cyber café, quite lounge,
computer classrooms and labs, and the Student Government Association. In 2004 and
2005, the college expanded the Adult Education facility by remodeling the previous
maintenance building into classroom and office space. In the same time period,
construction began on a new Allied Health building to house the Mortuary Science
program previously housed in a leased facility. Cosmetology was moved from leased
space to a newly remodeled area in the Annex. A Student Success Center was developed
in the E Building for testing, tutoring, etc. The Fine Arts building will experience
renovations and upgrades as well. In 2005, the Theater in this building will be
remodeled.

Carl Sandburg College serves a diverse group of students. In the fall of 2004, the college
enrolled 4,609 students with an average age of 30 years. Women represented 63% of the
student body. Nearly 90% of the students were employed, and 69% were part-time
students. Many students balance the demands of college with work and family
responsibilities. The college continually explores new ways to meet the special needs of
both current and prospective community college students.

Major Goals and Objectives

The college’s Institutional Focal Points and Goals contain six main focal points which
support and drive actions to achieve the college’s Mission. Within each of these six
areas, are goals to keep in mind in planning and implementing actions of the college.

We believe that these goals should drive all activities that are undertaken throughout the
year. The Institutional Focal Points and Goals are included in the budget document, in
every board packet and at the fingertips of each employee as a reminder of our effort to
meet the ever changing needs of our community and to keep their best interests
uppermost in our thoughts and decisions.



The Focal Points are:

VI.

Institutional Focal Points and Goals

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.

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.

Technology

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

B. Upgrade employee skills in use of technology.

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

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.

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’s board lists which Focal Points and Goals are being achieved by each board
agenda item. In making budget decisions, these focuses are kept at the forefront of
decision making.

Budget Priorities (Highlights) for FY 2006

Budget priorities for fiscal year 2006 are guided by the six Focal Points identified above.
Under each of these major focal points are goals which support specific activities that
provide for the facilitation of that focal point. Budget dollar requests were considered
based upon their support of the college’s focal points and goals.

Each Cabinet member was provided the flexibility to support or direct funding toward the
activities under their responsibility. By providing this flexibility, we feel that each
Cabinet member can maximize the activities within given budget constraints, to achieve
goals of the institution.

The most significant factor affecting the development of the fiscal year 2006 budget is
the uncertainty in state funding. Some grants continue to not be funded by the state,
therefore fiscal year 2004’s decision to continue financial support from the operating
funds of the district for the functions provided by those grants was continued rather than
cutting those functions.

Another significant factor was the rising cost of all insurance coverage. With salaries
increasing, so does the cost of benefits associated with those salaries. That fact
compounded by increases in the dollar amount of employee health insurance claims made
it necessary to increase the amount of operating funds used to support these expenditures.

The rolling salary agreement in effect through FY 2008 shows significant increases over
the upcoming years. Carl Sandburg College has made a commitment to remain
competitive in salaries we can offer to employees to keep up with the market. In atime
of declining state funding and stable to low growth in the tax base, it is increasingly
difficult to fund these salary increases.

Keeping all of this in mind and in keeping with the Focal Points and Goals of the college,
the following are provided for in this budget:

Technology/Equipment for Teaching and Learning — This budget provides funding
from operating dollars to replace those lost by state cuts in the Advanced Technology and
Special Populations grants.

Program Growth and Development — In meeting the needs of our students and the
community, the college will return to staffing the Art department with a full-time
instructor.



Expanded Student Services — As a byproduct of the customer service renovation project
included in this budget, students will enjoy enhanced workspace when dealing with
advisors, counselors, registration staff, business office functions and financial aid staff.
Bringing all programs to owned rather than leased facilities will eventually free up
operating dollars for student services as well.

Facility Improvements — The College will wrap up construction of an Allied Health
building on the main campus to house the Mortuary Science program as well as provide
additional computer labs and classrooms for other Allied Health areas. Cosmetology will
be relocated to renovated space currently unused at the Annex. The Theater will be
remodeled to enhance programs and classes taught in that facility.

The Budget Process

It is the philosophy of the college that a balanced budget is a fundamental element of
financial accountability. Expenditures for a given year should be no greater than
projected resources available. Thus, the first step in the budgeting process is
development of a comprehensive revenue estimate. This estimate is extracted from the
most recent known data and projections from the five-year forecasting model of
assumptions used by the budget committee. Revenue projections are refined as the
college progresses through the budget process.

Once budget assumptions (salaries with increases, benefits and cost of living increases)
for the upcoming year are set, the requests for budget dollars submitted by budget
managers are reviewed by the budget committee. Budget managers have reviewed their
areas to identify operating priorities. These requests are submitted to the appropriate
cabinet officer for support at the meetings of the budget committee. Once priorities for
on-going operations have been determined, new initiatives and expanded services are
evaluated and prioritized. After evaluating and reviewing the priorities, adjustments are
made and a Tentative Budget is made available for public inspection for thirty days.
After a thirty day period, a public budget hearing is conducted and a Final Budget is
recommended to the Board of Trustees for approval. This process meets the
requirements established by State statute.

All college funds are budgeted at the line item level, although the legal adoption is by
object and function within each fund. A detailed description of this process is included in
the Organizational Section of this document.

Budget Process and Policy Changes
Each year improvements are made to streamline and automate the budget process further.

Fully integrating budgeting with institutional planning has been an important issue for the
college. Policies pertaining to budgeting are also discussed within this document.



The regulations and procedures of the college shall provide for a decision-making process
involving employee consultation. Faculty shall be consulted in areas such as curriculum,
subject matter, faculty evaluation, academic standards and student affairs relating to the
aforementioned areas.

Over the last several years, an effort has been made to involve individuals from across the
college in the annual planning and budgeting process. Budget mangers are given shell
budgets including certain assumptions then allowed to develop their specific requests.
We have attempted to push the budget development process to the level where the
individual planning and later making the expenditure would be the same person. This
system provides ownership in the budget as well as accountability and responsibility.
Budget managers are required to stay within their approved budgets. It is our belief that
this system provides the flexibility to address program needs while assigning
responsibility for accurate planning.

After the budget is developed and approved, it is posted to the general ledger, allowing
the college to prepare for operation under the approved Final Budget as soon as possible.
Budget overspending is not allowed on the computer system without an override from the
Chief Financial Officer.

Allocation of Personnel Resources

Carl Sandburg College is committed to its employees. The college dedicates
approximately 66% of the operating budget to salaries and benefits. Of this amount 44%
is for direct instruction. Student Services personnel costs make up approximately 6% of
the operating budget. This critical investment in people equates to a total of 72 full-time
and 258 part-time faculty in FY 2005.

With the concentration on meeting the changing needs in our community for a trained
workforce, the college continues to search for quality instructional staff. Addressing this
need, this budget includes one new full-time faculty position in Art.

An annual salary increase of 4.5%, previously approved in the collective bargaining
agreement, is included in this budget. The college will continue to bargain for a rolling
contract two years out. The current agreement covers FY 2005-2008. The college will
bargain in the fall of 2005 for FY 2009-2010.



BUDGET COMPARISON

FY-2006

REVENUE
FUND FY-2006 FY-2005 CHANGE %

Education 14,245,330 $ 14,070,780 $ 174,550 1.24%
O&M 1,463,055 $ 1,389,520 $ 73,535 5.29%
Sub-Total 15,708,385 $ 15,460,300 $ 248,085 1.60%

O & M Restricted 2,022,416 $ 2,389,010 $ (366,594) -15.35%
Bond & Interest 2,388,125 $ 1,860,060 $ 528,065 28.39%
Working Cash 121,040 $ 119,540 $ 1,500 0.00%
Liab/Prot/Settlement 3,314,484 $ 3,179,710 $ 134,774 4.24%
Audit 65,567 $ 52,110 $ 13,457 25.82%
Sub-Total 7,911,632 $ 7,600,430 $ 311,202 4.09%

Auxiliary 1,022,545 $ 826,000 $ 196,545 23.79%
Quasi-Endowment 293,015 $ 1,329,080 $ (1,036,065) -77.95%
Sub-Total 1,315,560 $ 2,155,080 $ (839,520) -38.96%

Totals 24,935,577 $ 25,215,810 $ (280,233) -1.11%

EXPENDITURES
FUND FY-2006 FY-2005 CHANGE %

Education 14,245,330 $ 14,070,780 $ 174,550 1.24%
O&M 1,463,055 $ 1,389,520 $ 73,535 5.29%
Sub-Total 15,708,385 $ 15,460,300 $ 248,085 1.60%

O & M Restricted 2,337,586 $ 2,433,420 $ (95,834) -3.94%
Bond & Interest 3,735,732 $ 6,124,430 $ (2,388,698) -39.00%
Working Cash 116,663 $ 44,400 $ 72,263 0.00%
Liab/Prot/Settlement 3,327,571 $ 3,158,770 $ 168,801 5.34%
Audit 75,510 $ 66,890 $ 8,620 12.89%
Sub-Total 9,593,062 $ 11,827,910 $ (2,234,848) -18.89%

Auxiliary 999,743 $ 782,330 $ 217,413 27.79%
Quasi-Endowment 482,840 $ 281,920 $ 200,920 71.27%
Sub-Total 1,482,583 $ 1,064,250 $ 418,333 39.31%

Totals 26,784,030 $ 28,352,460 $ (1,568,430) -5.53%
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Financial Summary

Budget Overview

Budgets for all funds are included within the Financial Section. The budget includes total
resources of $24,935,577 and expenditures of $26,784,030. The General Fund
(Education and Operations & Maintenance Funds) includes a total budget of
$15,708,385. The Special Revenue Fund (Audit Fund and Liability, Protection and
Settlement Fund) has a total expenditures budget of $3,403,081. The Debt Service Fund
(Bond and Interest Fund) budget is $3,735,732. The Capital Projects Fund (Operations &
Maintenance — Restricted Fund and Quasi-Endowment Fund) reflects a budget of
$2,820,426. Other Fund types (Auxiliary and Working Cash) have a total budget of

$1,116,406.

The following tables compare FY 2006 and FY 2005 revenue and expenditure budgets

for each fund:

Current Prior Revenue | Current vs. prior
Fund Revenue FY 2005 increase/(decrease)

FY 2006 Budget

Budget
Education $14,245,330 $14,070,780 $174,550
Operations & Maintenance 1,463,055 1,389,520 73,535
Operations & Maintenance 2,022,416 2,389,010 (366,594)
(Restricted)
Bond & Interest 2,388,125 1,860,060 528,065
Auxiliary Enterprises 1,022,545 826,000 196,545
Working Cash 121,040 119,540 1,500
Audit 65,567 52,110 13,457
Liability, Protection & 3,314,484 3,179,710 134,774
Settlement
Quasi-Endowment 293,015 1,329,080 (1,036,065)
Total All Funds $24,935,577 $25,215,810 $(280,233)

11




Current Prior Expenses | Current vs. Prior
Fund Expenses FY 2005 Increase/(Decrease)
FY 2006 Budget
Budget
Education $14,245,330 $14,070,780 $174,550
Operations & Maintenance 1,463,055 1,389,520 73,535
Operations & Maintenance 2,337,586 2,433,420 (95,834)
(Restricted)
Bond & Interest 3,735,732 6,124,430 (2,388,698)
Auxiliary Enterprises 999,743 782,330 217,413
Working Cash 116,663 44,400 72,263
Audit 75,510 66,890 8,620
Liability, Protection & 3,327,571 3,158,770 168,801
Settlement
Quasi-Endowment 482,840 281,920 200,920
Total All Funds $26,784,030 $28,352,460 ($1,568,430)
Current Fund Prior Fund Current vs. Prior
Fund Balance Balance Increase/(Decrease)
FY 2006 FY 2005
Estimated Estimated
Education $468,176 $468,176 $0
Operations & Maintenance 336,104 336,104 0
Operations & Maintenance (1,340,083) (994,913) (345,170)
(Restricted)
Bond & Interest 1,769,341 3,116,948 (1,347,607)
Auxiliary Enterprises 9,524 (13,278) 22,802
Working Cash 4,028,742 4,024,365 4,377
Audit (43,248) (33,305) (9,943)
Liability, Protection & 3,866,775 3,789,809 76,966
Settlement
Quasi-Endowment 6,111,983 6,594,823 (482,840)
Total All Funds $15,207,314 $17,288,729 ($2,081,415)

As stated earlier, the total expenditure budget remains somewhat consistent with the prior
year. Changes in the Education and Operations & Maintenance Funds are discussed
beginning on page 15. Changes in the other funds are discussed in the Financial Section

but highlights are as follows:
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The increased expenditures in the Education Fund are the result of regular salary
increases of 4.5%, in addition to adding one new full-time faculty position. The SURS
on-behalf payment has increased in direct correlation with salaries. The administration,
in an effort to fully fund the employee health insurance costs increased their support by
$289,983. Medical insurance costs are budgeted to slightly increase. We’ve included
$100,000 as a contingency expense.

The decrease in expenditures in the Operations and Maintenance Fund (Restricted) is a
reflection of several renovation projects in FY 2005 that will be completed in FY 2006 as
well as the FY 2006 renovation of the Theater.

Bond and Interest Fund expenditures are lower resulting from the refinancing of and
paying off of bonds.
Revenue within each fund is classified according to source: Local Sources, State
Sources, Tuition and Fees, and Other Sources (includes Transfers In). The table below
illustrates revenue sources by fund for the FY 2006 Budget. Fund balance appropriations
are not included.

Fund Local State Federal Tuition Other Total
Gowt. Gowt. Govt. And Fees Sources
Sources Sources | Sources
Education | $2,674,089 | $5,196,683 $5,969,975 | $404,583 | $14,245,330
Operations 660,266 287,413 411,766 103,610 1,463,055
& Maint.
Operations 2,022,416 2,022,416
& Maint.
(Restricted)
Bond & | 2,268,485 119,640 2,388,125
Interest
Auxiliary 13,500 258,450 750,595 1,022,545
Enterprises
Working 121,040 121,040
Cash
Audit 65,337 230 65,567
Liability, | 1,419,111 1,895,373 3,314,484
Protection
&
Settlement
Quasi- 293,015 293,015
Endowment
Total | $7,087,288 | $5,484,096 | $13,500 | $6,640,191 | $5,710,502 | $24,935,577
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General Fund Revenue Budget

The General Fund consists of two individual “sub-funds” — the Education Fund and the
Operations & Maintenance Fund. These funds are used to account for all revenues and
expenditures related to the educational functions of the college. Revenue for the General
Fund is derived from the following sources: Local Government, State Government,

Tuition and Fees, and Other Sources of Revenue.

As illustrated below, the FY 2006 revenue budget of $15,708,385 represents an increase

of 1.6%, or $248,085 over the FY 2005 budget.

Source Current FY 2006 Prior FY2005 Increase/(Decrease)
Budget Budget

Local Revenue $3,334,355 $3,387,000 $(52,645)

State Revenue 5,484,096 5,562,880 (78,784)

Tuition & Fees 6,381,741 5,461,370 920,371

Other Revenue 508,193 1,049,050 (540,857)

Total $15,708,385 $15,460,300 $248,085

Tuition & Fees

FY 2006 General Fund Revenue Budget

Other Revenue
3%

41%

Local Revenue

21%

35%

State Revenue




General Fund Revenue Budget: Education Fund

Activities of the Education Fund are financed through four sources of revenue: Local
Sources, State Sources, Tuition and Fees and Other Sources. Budgeted in the Education
Fund for FY 2006 are total revenues and Transfers In of $14,245,330, an increase of
$174,550 (1.24%) from the prior year budget.

Student Tuition and Fees revenue constitutes the largest single source of revenue in FY
2006. Tuition and Fees revenue makes up 41% of the total Education Fund revenues at
$920,371 over last year. Tuition and Fees includes tuition for credit and some non-credit
classes as well as course, deferment, additional technology, program and late fees.
Included in this budget is a tuition increase of $5.00 per credit hour to $71.50. In the
Education Fund, tuition for credit classes is budgeted at $5,130,350, an increase of 13%
over the FY 2005 budget. This increase reflects an increase in Talent Grants which will
be offset with the writing off of that tuition in the form of Talent Grant expense. These
numbers reflect the shifting of dollars between the Education and the O & M Funds as
well. The FY 2006 split is budgeted at 92.32/7.68%, whereas the prior year was
budgeted with a 94/6 split. Tuition revenues are based on projected enrollments, which
are forecasted to decrease 1.0% from FY 2005.

State Revenue is the second highest source of revenue at 35% of total revenue. State
sources of funding include the ICCB Grants, CTE Formula Grant, Department of
Corrections funding and Corporate Personal Property Replacement Taxes. The Base
Operating Grant reflects a decrease of $337,398 as a result of decreasing rates of
reimbursement. CTE Formula and Replacement Tax funding is anticipated to be the
same as in the previous year. Replacement Taxes “replace” the personal property tax
previously paid by businesses and are 2.5% of the net income of corporations, and 1.5%
on partnerships, trusts, and subchapter S corporations.

Local sources of revenue include Property Taxes and Chargebacks. The 2004 equalized
assessed valuation (EAV) for the district is approximately $1,233,728,849; a decrease of
5% over 2003. FY 2006 budgeted property tax revenue for the Education Fund is
$2,599,089, a decrease of $64,511 primarily resulting from the decrease in the tax base.
The tax rate declined from 20.54 cents per $100 of EAV to 19.89 cents. Chargeback
revenue is received from other community college districts for out-of-district tuition.

Other sources of revenue include interest income, transfers in and other minor sources of
revenue. Investments are managed according to the Board Investment Policy, with funds
being invested in short-term, fully collateralized instruments as well as long-term less
liquid investments not to exceed ten years to maturity. A significant decline in the
market’s interest rates are reflected in earnings budgeted at $9,300, the same as the
previous year’s budget. Also included are the transfers in of $301,793 which represents
funding from SMART V, Working Cash interest and STEF.
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General Fund Revenue Budget: Operations & Maintenance Fund

The Operations & Maintenance (O & M) Fund is used to account for transactions related
to the improvement, maintenance, repair, or benefit of buildings and property, utilities,
supplies, equipment, and staffing related to those activities. The O & M Fund received
revenue from three major sources: property taxes, state funding and student tuition and
fees. The property tax rate for this fund is fixed at .05 cents per $100 in EAV. For FY
2006, revenue from property taxes is budgeted at $653,366. Revenue from ICCB grants
as well as the Personal Property Replacement Tax is $294,313. Tuition revenue
$411,766 is also allocated to this fund to meet ongoing building maintenance and
operation needs.

General Fund Expenditure Budget

Budgeted expenditures for the General Fund for FY 2006 are $15,708,835. Of this
amount, $14,245,330 is represented in the Education Fund, and $1,463,055 in the
Operations & Maintenance Fund. Expenditure information is presented for both the
Education and Operations and Maintenance Fund in two formats. Expenditures are
classified by Function (Instruction, Academic Support, Student Services, Public
Service/Continuing Education, Institutional Support, and Operations & Maintenance),
and by Object (Salaries, Benefits, Contractual, Materials, Conference & Meeting, Fixed
Charges, Utilities, Capital Outlay and Other). The following table details the budgeted
expenditures.

Function Education Operations & Total General
Fund Maintenance Fund Fund

Instruction $7,282,363 $7,282,363
Academic Support 361,260 361,260
Student Services 1,464,246 1,464,246
Public Service 232,816 232,816
Institutional Support 4,904,645 164,809 5,069,454
Operations & 1,298,246 1,298,246
Maintenance

Total $14,245,330 $1,463,055 $15,708,385
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FY 2006 General Fund Expenditures By Function

0%
34%
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Instruction represents 51% of the General Fund budget. This proportion is slightly above
the state average of 46%. The second largest category, Institutional Support, represents
34% of the budget compared to 23% for the statewide average. (Source: ICCB FY 2004
Audited Operating Expenditures by Function Table in the Data & Characteristics Report).

Object Education Operations & Maint. Total General
Fund Fund Fund

Salaries $8,223,488 $511,196 $8,734,684
Benefits 2,528,578 2,528,578
Contractual 1,340,978 53,090 1,394,068
Services
Materials & 1,115,770 65,150 1,180,920
Supplies
Travel & 266,759 7,600 274.359
Conferences
Fixed Charges 66,466 68,860 135,326
Utilities 2,560 533,330 535,890
Capital Outlay 23,263 82,000 105,263
Other 677,468 141,829 819,297

Total $14,245,330 $1,463,055 $15,708,385
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FY 2006 General Fund Expenditures By Object
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Salaries and benefits represent 61% of the General Fund budget, compared with a

statewide average of 77% (Source: FY 2004 ICCB Audited Operating Expenditures by

Obiject Table in the Data & Characteristics Report).
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General Fund Expenditure Budget: Education Fund
A detailed analysis of the proposed Education Fund expenditures is included in the
Financial Section of this report. As mentioned earlier, several new initiatives are
included within this proposal. In summary, the following are reflected in the Education
Fund budget:

= One full-time Art Instructor

= Adjustment for a substantial increase in health insurance

General Fund Expenditure Budget: Operations & Maintenance Fund
Expenditures within this fund include salaries for the maintenance staff, supervisors, and
appropriate support staff. Major expense items include salaries and benefits, security,
custodial, maintenance supplies, and utilities.

Debt Administration
By law, the debt limit of the college is 2.875% of the District EAV, or an estimated
$35,469,704. Since the college currently holds $27,755,838 of outstanding debt, the legal
debt margin, or unused bonding power is projected to be $8,817,033.

During the next year, it is anticipated that the college will issue no new debt.
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Operations & Maintenance Fund (Restricted): Capital Budget

Carl Sandburg College is located in a heavily rural area with some industrialization.
Manufacturers and employers need a qualified and well-trained workforce. Providing
necessary training to adequately service the needs of the district is an integral part of the
college’s mission.

Carl Sandburg College is committed to maintaining a leadership role in the community as
the provider of workforce training. In keeping with the college’s focal points and goals,
we have continued to build partnerships and relationships within the communities of the
district. The college must ensure that students are prepared and equipped to participate as
part of a well-trained workforce.

Areas of need identified by the college include, but are not limited to, industrial and
mechanical skills, health care services, technology and education programs and transfer
degrees. Recently the college worked alongside the Foundation and the manufacturing
community to build the Center for Manufacturing Excellence. We worked with the
dental community to launch the Dental Hygiene program in the new Annex facility. To
meet the ever-increasing technological needs of the students, we recently built the new
Don Crist Instructional Computing Student Center. The Education Commons in
Carthage as well as the expansion of the Bushnell site are both responses to needs of the
community. The College has made efforts to move from leased facilities off campus to
owned facilities on campus.

The college’s effort to provide a workforce that meets the needs of our community
includes the construction of new buildings and additions to provide the laboratory, clinic
and classroom space for programs with the highest enroliment and growth.

The college has a continuing project which was funded in FY 2003 to be completed in
FY 2006. The Customer Service Renovation Project was begun in FY 2004 with the
relocation of the testing center, the mailroom and technical services. These projects were
performed by maintenance staff and internally funded. The mailroom has yet to be
moved. The second phase will be the gutting and remodeling of the Customer Service
area. This phase will be funded with accumulated Repairs and Renovation grant dollars
when released by the state.

In FY 2005, proceeds of the SMART V bond issuance in June of FY 2004 were used to
expand the Adult Education and Family Literacy Area. The Cosmetology operation will
be moved from leased to owned space. Construction of a new Allied Health Building on
the main campus began in FY 2005.

In FY 2006, the Theater will be renovated.

No Life, Health and Safety funding was sought for FY 2006.

The college will construct a Wireless Wide Area Network in FY 2006.
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Significant Financial and Demographic Changes

The most critical issues facing the college in the near future are enrollment, property tax
base changes and state budget cuts. With the significant changes in unemployment rates
from plant closings the past two years, we anticipate a flat enrollment in FY 2006 and
2007 and declines in FY 2008 and beyond. The property tax base is anticipated to drop
off as plant closings effect the housing market. This compounds the already present 10%
per year annual decline in farmland assessments expected to continue for at least the next
year. Add to this the fact that the state anticipates a deficit over the next fiscal year and
you have the third component of significant financial and demographic changes.

Future Outlook

The college is financially stable and fiscally sound. We have done the right things at the
right times. We’ve refunded long-term debt to take advantage of the lowest interest rate
in decades. We’ve placed significant Working Cash Fund bond proceeds in investments
to earn interest available to other funds for cash flow needs. We’ve implemented a policy
whereby all funds short of cash for operations will borrow from the Working Cash Fund.
We’ve placed $5 million in the Strategic Technology Endowment Fund (STEF) to refresh
technology and implement the conversion to the new Access software environment.
SMART V bond proceeds adds $682,300 additional funds to the STEF fund for future
Acces software and Xerox costs as well as to grow the fund with interest on these
additional deposits.

College staff members are working to look inward at efficiencies. The College
contracted with Bridger to look at the efficiencies of our indirect costs in FY 2005. We
are working on five-year assumptions in long-range planning. The college updates the
facilities Master Plan every five years. The Master Plan was last completed in 2003 by
Phillip Swager and Associates. It is one of the tools the college uses to grow and assess
its facilities in an orderly manner as part of a comprehensive planning process.

Informational Summary

This section includes a compilation of charts and graphs that provide a projection of
future revenues and expenditures as well as a historical view of Carl Sandburg College’s
financial position. The focus of this section is specific to the College’s Operating or
General Funds (Education and Operations and Maintenance Funds).

The projections have been developed from historical trends and conservative assumptions
developed by college staff. Revenue projections are based on known student enrollments
and take into consideration current economic factors and enrollment management
activities designed to increase enrollments. Tax revenues are based on the most recent
tax levies derived from known equalized assessed valuations. The assessed valuations
are projected on historic trends as adjusted for local economic conditions. Other state
revenue is projected to decrease and/or flatten over the near future.
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Expenditures shown for the college’s General Fund are presented by program area and by
object. Projections are based on the current collective bargaining agreement; historical
trends adjusted for inflation and anticipated economic forces. Expenditure increases have
an effective 2% increase annually.

Additional narratives are presented within the Information Section.
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CARL SANDBURG COLLEGE

Board of Trustees Meeting

Regular Meeting - May 24, 2005

Item Adoption of Tentative 2006 Budget

Institutional Focal Points/Goals

I-A, 1I-D, 11I-A, V-A

Background

The tentative FY-2006 budget is proposed for Board adoption at the May 24, 2005 meeting.
According to statutes, the tentative budget must be available for public inspection for thirty days
before the final adoption. The law also requires that a legal notice be published stating the budget's
availability for examination and the time of the public hearing on the budget. The hearing is
scheduled for 6:30 p.m., Thursday, June 23, 2005, at the A. Lewis Long Board Room, Galesburg,
Ilinois.

To allow maximum time for its development, we will deliver the tentative FY-2006 budget booklet
to the Board at your meeting scheduled for May 24, 2005.

Recommended Action

Adoption of the FY-2006 tentative budget is recommended.

24



CARL SANDBURG COLLEGE
Board of Trustees Meeting

Regular Meeting — June 23, 2005

Item FY — 2006 Final Budget

Institutional Focal Points/Goals

I-A, H-A, 11-B, TH-A[ IV-A, V-A, VI-C

Background

The tentative FY-2006 budget has been reviewed by the Board of Trustees, faculty, students, support
staff and administration. It has also been on public display for the required number of days in
accordance with State law.

The final budget document incorporates a summary of the budget as required by the ICCB Fiscal
Management Manual. It also incorporates provisions for recognizing the State of Illinois SURS on-
behalf payments in accordance with recommendations of the college’s external auditors.

Recommended Action

The administration recommends approval of the attached resolution for adoption for the FY-2006
budget for Carl Sandburg College.
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CARL SANDBURG COLLEGE
Illinois Community College District No. 518
FY 2005-2006

Principal Officials as of June 30, 2005

Board of Trustees

Position Term Expires
Dr. D. Wayne Green Chairperson 2009
Mr. John A. Kraus Vice Chairperson 2007
Mr. Bruce A. Lauerman Secretary 2007
Mr. Jack P. Ball Trustee 2011
Mr. Thomas H. Colclasure Trustee 2009
Mr. John T. Huston Trustee 2011
Mr. William C. Robinson Trustee 2011
Ms. Kathryn Miller Student Representative 2006
Ms. Kim Norris Faculty Representative 2006
Ms. Angela Strom Staff Representative 2005

Mr. Thomas A. Schmidt
Mr. Larry Benne

Mr. Steven Norton

Mr. Samuel Sudhakar
Dr. Lori Sundberg

Ms. Gena Alcorn

Mr. Dennis Anderson
Ms. Sherry Berg

Mr. Larry Byrne

Ms. Sally Day

Ms. Robin DeMott
Ms. Lisa Hanson

Mr. Jon Jackson

Ms. Jill Johnson

Ms. Gwendolyn Koehler
Ms. Carol Kreider
Ms. Misty Lewis

Ms. Elaine Long

Ms. Debra Miller
Ms. Beverly Naslund
Mr. Mark Pfleiger
Ms. Marg Rogers
Ms. Blanche Shoup
Mr. Michael Walters
Ms. Lora L. Wright

Ms. Lora L. Wright

Officers of the College

President

Vice President of Academic Services

Vice President of Student Services

Vice President of Technology Services

Dean of Human Resources/Organizational Development

Administrative Staff

Director of Foundation

Director of the Center for Manufacturing Excellence
Dean of Community & Extension Services

Director of Business Services

Director of Nursing

Director of Marketing & Public Relations

Director of Financial Aid

WIA Planner/Grant Writer

Director of TRIO Upward Bound

Dean of Adult & Developmental Education

Director of Admissions & Records

Director of TRIO Student Support Services

Dean of Allied Health

Director of the Branch Campus

Director of the Extension Center

Dean of Occupational Programs

Director of Educational Program at HC Hill

WIA Director

Dean of Learning Resource Services/Evening Administrator
Chief Financial Officer/Treasurer

Official Issuing Report
Chief Financial Officer/Treasurer
Department Issuing Report

Finance Office
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Association of School Business Officials International®

/MERITORIOUS

This Meritorious Budget Award is presented to

Carl Sandburg College District 518

For excellence in the preparation and issuance
of its school system budget
for the Fiscal Year 2004-2005.
The budget is judged to conform
to the principles and standards of the
ASBO International® Meritorious Budget Awards
Program.

Tt S\ NS

President Executive Director
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