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mm CERTIFIED PUBLIC ACCOUNTANTS I —

The Board of Directors
The Chicago Council on Global Affairs
Chicago, lllinois

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of THE CHICAGO COUNCIL ON GLOBAL
AFFAIRS (a nonprofit organization) which are comprised of the statements of financial position as of
December 31, 2019, and the related statements of activities, functional expenses and cash flows for the
six-month period then ended, and the related notes to the financial statements.

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 audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. 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.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of THE CHICAGO COUNCIL ON GLOBAL AFFAIRS as of December 31, 2019, and
the changes in its net assets and its cash flows for the period then ended in accordance with
accounting principles generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited THE CHICAGO COUNCIL ON GLOBAL AFFAIRS’s June 30, 2019
financial statements, and our report dated October 18, 2019, expressed an unmodified opinion on those
audited financial statements. In our opinion, the summarized comparative information presented herein
as of and for the year ended June 30, 2019, is consistent, in all material respects, with the audited
financial statements from which it has been derived.

/M&ZZ’ LLC

April 7, 2020
Oak Park, lllinois


schroeder
Sassetti Signature JS


THE CHICAGO COUNCIL ON GLOBAL AFFAIRS

STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2019, WITH COMPARATIVE TOTALS FOR JUNE 30, 2019

Totals
Net Assets without Net Assets with Six-Months Ended Year Ended June
Donor Restrictions Donor Restrictions December 31, 2019 30, 2019
ASSETS
Cash and cash equivalents $ 3,176,154 $ 964 $ 3,177,118 $ 2,097,292
Investments 8,963,573 11,305,910 20,269,483 18,972,708
Accounts receivable 32,745 - 32,745 39,867
Pledges receivable, net 2,946,700 11,527,097 14,473,797 10,886,181
Prepaid expenses 742,491 - 742,491 917,641
Deferred compensation plan assets 480,109 - 480,109 405,684
Property and equipment, net 3,174,014 - 3,174,014 3,267,219
Total Assets $ 19,515,786 $ 22,833,971 $ 42,349,757 $ 36,586,592
LIABILITIES
Accounts payable $ 48,059 $ - $ 48,059 $ 163,624
Accrued liabilities 186,112 - 186,112 643,164
Deferred revenue 205,606 - 205,606 464,402
Deferred compensation plan liabilities 480,109 - 480,109 405,684
Deferred rent 388,955 - 388,955 348,503
Lease incentive liability 2,478,943 - 2,478,943 2,586,721
Interfund balances 3,358,168 (3,358,168) - -
Total Liabilities 7,145,952 (3,358,168) 3,787,784 4,612,098
NET ASSETS
Net assets without donor restrictions - 12,369,834 - 12,369,834 11,567,320
Net assets with donor restrictions - 26,192,139 26,192,139 20,407,174
Total Net Assets 12,369,834 26,192,139 38,561,973 31,974,494
Total Liabilities and Net Assets $ 19,515,786 $ 22,833,971 $ 42,349,757 $ 36,586,592

The accompanying notes are an integral part of these financial statements.
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REVENUES AND OTHER SUPPORT
Contributed income
Membership donations - individual
Membership donations - corporate
Contributions and grants
Special events
Earned income
Admissions fees
Other earned income
Emerging Leaders participation fees
Leadership study mission
Rental income
Investment return, net
Draw from Second Century Campaign
Net assets released from restrictions
Total Revenues and
Other Support

EXPENSES

Program services:
Public programs
Global food symposium
Private programs
Next generation
Pritzker Forum on Global Cities
Studies
Study missions
Black Chicago Tomorrow

Program related services:
Database and registration
Marketing and communications

Support services:
Fundraising
Special events
Management and general

Total Expenses
CHANGE IN NET ASSETS
NET ASSETS

Beginning of year

End of year

THE CHICAGO COUNCIL ON GLOBAL AFFAIRS

STATEMENT OF ACTIVITIES
SIX-MONTH PERIOD ENDED DECEMBER 31, 2019, WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2019

Totals
Net Assets Without Net Assets with Six-Months Ended Year Ended June
Donor Restrictions Donor Restrictions December 31, 2019 30, 2019
$ 1,044,124 $ - $ 1,044,124 $ 1,736,736
575,000 200,000 775,000 1,250,000
1,555,830 6,872,226 8,428,056 19,109,942
1,246,029 75,000 1,321,029 -
76,880 - 76,880 222,285
824 - 824 11,086
141,500 - 141,500 167,000
384,935 - 384,935 379,635
101,541 - 101,541 223,860
652,975 643,615 1,296,590 596,697
589,725 (589,725) - -
1,416,151 (1,416,151) - -
7,785,514 5,784,965 13,570,479 23,697,241
956,800 - 956,800 1,588,938
67,394 - 67,394 583,943
194,493 - 194,493 330,241
397,852 - 397,852 809,302
344,813 - 344,813 2,336,926
1,677,876 - 1,677,876 5,281,797
415,413 - 415,413 574,003
236,519 - 236,519 368,328
4,291,160 - 4,291,160 11,873,478
282,391 - 282,391 542,756
702,983 - 702,983 1,364,343
985,374 - 985,374 1,907,099
803,920 - 803,920 1,976,088
203,337 - 203,337 53,604
699,209 - 699,209 1,530,249
1,706,466 - 1,706,466 3,559,941
6,983,000 - 6,983,000 17,340,518
802,514 5,784,965 6,587,479 6,356,723
11,567,320 20,407,174 31,974,494 25,617,771
$ 12,369,834 $ 26,192,139 $ 38,561,973 $ 31,974,494

The accompanying notes are an integral part of these financial statements.



THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
STATEMENT OF FUNCTIONAL EXPENSES

SIX MONTH PERIOD ENDED DECEMBER 31, 2019, WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2019

Program Services Program Related Services Support Services Totals
Six-Months
Ended
Public Global Food Private Next Study Black Chicago Database & Marketing & Fund - Management &  December 31, Year Ended

Programs Sympoaium Programs Generation Pritzker Forum Studies Missions Tomorrow Registration Communications Raising Special Events General 2019 June 30, 2019

Salaries, payroll taxes and
employee benefits $ 391,909 §$ 53,791 § 121,539 $ 212,909 $ 252,289 $ 990,321 § 22395 § 184,051 $ 104,910 § 386,162 $ 430,598 § 47,186 $ 421,962 $ 3,620,022 $ 8,299,627
Consulting fees/contract services 20,919 2,115 5,105 22,157 10,856 285,702 63,728 7,511 150,206 89,660 230,447 63,960 59,777 1,012,143 3,071,150
Depreciation and amortization 72,941 2,212 6,543 12,643 14,473 55,530 1,514 10,841 5,609 36,802 26,887 3,007 29,240 278,242 556,141
Marketing 5,623 - 1,280 5,449 - 10,434 - - - 83,821 9,196 674 - 116,477 294,319
Meetings 103,426 - 33,628 53,001 6,869 17,087 5,562 364 2,507 35,733 19,168 68,330 79,017 424,692 1,279,840
Miscellaneous 1,169 - - 1,074 - 17,302 2,213 - (37) 40 9,308 1,686 15,694 48,449 155,973
Occupancy 217,012 7.830 23,368 37,920 36,440 145,984 3,193 27,898 14,977 56,439 62,449 6,726 73,905 714,141 1,467,604
Office expenses 81,558 1,438 1,909 6,231 5,355 48,913 1,618 4,112 2,106 13,244 13,150 6,697 10,636 196,967 763,984
Travel 62,243 8 1,121 46,468 18,531 106,603 315,190 1,742 2,113 1,082 2,717 5,071 8,978 571,867 1,451,880
Total Functional Expenses $ 956,800 § 67,394 § 194,493 § 397,852 § 344,813 $ 1677876 §$ 415413  § 236,519 § 282,391 § 702,983 § 803,920 § 203,337 $ 699209 § 6,983,000 $ 17,340,518

The accompanying notes are an integral part of these financial statements.
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THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
STATEMENTS OF CASH FLOWS
SIX-MONTH PERIOD ENDED DECEMBER 31, 2019 AND YEAR ENDED JUNE 30, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile to net cash
provided by operating activities -
Depreciation and amortization
Amortization of lease incentive liability
Unrealized (gains) losses on investments
Realized losses (gains) on investments
Changes in operating assets and liabilities -
Prepaid expenses
Accounts receivable
Pledges receivable
Accounts payable
Accrued liabilities
Deferred revenue
Deferred rent

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments
Proceeds from sales of investments
Proceeds from sale of equipment
Additions of property and equipment

Net Cash Used in Investing Activities

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS -
Beginning of year

End of year
SUPPLEMENTAL CASH FLOW INFORMATION

Cash paid for interest
Cash paid for income taxes

Six-Months
Ended December Year Ended
31, 2019 June 30, 2019
$ 6,587,479 $ 6,356,723
278,504 556,141
(107,778) (215,561)
(918,880) 299,166
33,605 (248,544)
175,150 (255,335)
7,122 (20,176)
(3,587,616) (2,791,822)
(115,565) (815,025)
(457,052) 182,015
(258,796) 264,965
40,452 98,825
1,676,625 3,411,372
(2,210,887) (9,556,194)
1,799,387 5,020,578
2,200 -
(187,499) (242,536)
(596,799) (4,778,152)
1,079,826 (1,366,780)
2,097,292 3,464,072
$ 3,177,118 $ 2,097,292
$ - $ -
$ - $ 10,478

The accompanying notes are an integral part of these financial statements
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THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

NATURE OF THE COUNCIL

Organization’s Mission and Goals

Mission

THE CHICAGO COUNCIL ON GLOBAL AFFAIRS (the "Council") is an independent,
nonpartisan organization that provides insight on critical global issues, advances policy
solutions, and fosters dialogue on what is happening in the world and why it matters to
people in Chicago, the United States, and around the globe.

Goals

As the premier, nonpartisan global affairs organization in America’s heartland, we believe an
informed, engaged public with access to fact-based and balanced views on global issues
helps to ensure effective US engagement and supports a more inclusive, equitable, and
secure world. Founded in 1922, the Chicago Council on Global Affairs takes no institutional
policy positions and is committed to:

e Engaging the informed and interested public in global affairs by curating relevant, timely
content on critical issues and providing a balanced forum for challenging, thoughtful
dialogues with global leaders, influencers, and experts.

¢ Influencing discourse and decisions on important US foreign policy and national security
issues by researching public opinion and producing original policy analysis.

e Elevating global cities as central actors shaping world affairs—politically, economically,
socially, and culturally— by identifying and advancing city-based solutions and policy
recommendations for critical global challenges.

o Advancing a sustainable, safe, nutritious, and equitable global food system by building
understanding of the challenges facing the most vulnerable producers and consumers
and illuminating opportunities to influence policy debates.

¢ Building a diverse and inclusive community of globally minded members and donors and
positioning the next generation to take global leadership roles by engaging them in the
Council’s mission and all we do.

The Council’s primary sources of revenue are membership dues, donations from individuals,
corporate contributions, grants from private organizations, special events, and meeting
admission fees.



THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - The accounts and financial statements are maintained on the accrual
basis of accounting and accordingly, reflect all significant receivables, payables, and other
liabilities.

The financial statements are presented on a comparative basis showing the six-month
period under audit ended December 31, 2019 as to the previous audited year ended June
30, 2019. During the year ended June 30, 2019, the Council elected to change its fiscal year
to December 315, beginning with the six-month period ending December 31, 2019.

Classification of Net Assets — Under generally accepted accounting principles, the Council is
required to report information regarding its financial position and activities according to two
classes of net assets: net assets without donor restrictions and net assets with donor
restrictions. The net assets of the Council are reported in the two self-balancing groups as
follows:

Net Assets without Donor Restrictions: Net assets without donor restrictions are for use at
the discretion of the Board of Directors (the Board) and/or management for general
operating purposes. The Board may designate a portion of these net assets for specific
purposes which make them unavailable for use at management’s discretion.

Net Assets with Donor Restrictions: Net assets with donor restrictions consist of assets
whose use is limited by donor-imposed time and/or purpose restrictions. The Council reports
gifts of cash and other assets as revenue with donor restrictions if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires,
that is, when a stipulated time restriction ends or purpose restriction is accomplished, the
net assets are reclassified as net assets without donor restriction and reported in the
statements of activities as net assets released from restrictions.

Use of Accounting Estimates - The preparation of financial statements in conformity with
generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the date of the financial statements, and reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Cash and cash equivalents - The Council considers all highly liquid investments with a
maturity of three months or less to be cash equivalents.

Pledges Receivable - Pledges are recognized as revenues in the period pledged. Pledges
are recorded at net realizable value if expected to be collected in more than one year.




THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

Conditional pledges are recognized only when the conditions on which they depend are
substantially met and the pledges become unconditional. Management provides probable
uncollectible amounts through a provision for bad debt expense and an adjustment to a
valuation allowance based on its assessment of the current status of individual accounts.
Balances that are still outstanding after management has used reasonable collection efforts
are written off through a charge to the valuation allowance and a credit to pledges
receivable. Management did not consider an allowance for doubtful accounts necessary at
December 31, 2019. Bad debt expense for the period ended December 31, 2019 was
$8,500.

Investments - Investments in mutual funds (consisting of investments in bonds, common
stocks and other marketable equity securities) are reported at fair market value.

Prepaid expenses — Included in prepaid expense are cloud based software implementation
costs of approximately $570,000, which are being amortized over the life of the service
contract. The balance, net of amortization, was approximately $272,000 at December 31,
2019. Amortization expense related to software implementation costs for the period ended
December 31, 2019 was $59,726.

Property and Equipment - All acquisitions of property and equipment in excess of $1,000
and all expenditures for repairs, maintenance, renewals, and betterments that materially
prolong the useful lives of assets are capitalized. Property and equipment are carried at
cost or, if donated, at the approximate fair value at the date of the donation. Depreciation is
computed using primarily the straight - line method. Estimated useful lives used are three
years for computers and software, five and ten years for furniture, equipment and database,
and term of lease for leasehold improvements.

Donated Assets - Donated marketable securities and other noncash donations are recorded
as contributions at their estimated fair values at the date of donation.

Revenue Recognition — In June 2018, the FASB issued 2018-08, Not-for-Profit Entities
(Topic 958): Clarifying the Scope and Accounting Guidance for Contributions Received and
Made. The ASU provides a more robust framework for determining whether a transaction
should be accounted for as a contribution or an exchange transaction. The guidance also
helps determine whether a contribution is conditional and better distinguishes a donor-
imposed condition from a donor-imposed restriction. The Council adopted ASU 2018-08
effective December 31, 2019 and determined that the adoption will not result in a material
change to how it accounts for revenue from gifts and grants.

Contributions received are recorded as without donor restrictions or with donor restrictions,
depending on the existence and/or nature of any restrictions. Conditional promises to give
are not recognized as revenue until such conditions are fulfilled.



THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers
(Topic 606), requiring an entity to recognize the amount of revenue to which it expects to be
entitled for the transfer of promised goods or services to customers. The guidance uses a
principles-based approach for determining revenue recognition and eliminates the
transaction and industry specific guidance. The new guidance establishes a five-step
approach for the recognition of revenue and allows for both retrospective and modified
retrospective methods of adoption. The Council has adopted this new guidance using the
modified retrospective method applied to contracts that have remaining obligations as of
July 1, 2019. Under the modified retrospective approach, The Council will not restate
comparative periods in the financial statements.

Management recognizes revenue as the Council transfers control of deliverables (products,
solutions and services) to the Council’s customers in an amount reflecting the consideration
to which management expects to be entitled. To recognize revenues, management applies
the following five step approach: (1) identify the contract with a customer, (2) identify the
performance obligations in the contract, (3) determine the transaction price, (4) allocate the
transaction price to the performance obligations in the contract, and (5) recognize revenues
when a performance obligation is satisfied. The Council accounts for a contract when it has
approval and commitment from all parties, the rights of the parties are identified, payment
terms are identified, the contract has commercial substance and collectability of
consideration is probable. Management applies judgment in determining the customer’s
ability and intention to pay based on a variety of factors including the customer’s historical
payment experience.

While Topic 606 is generally applied to an individual contract with a customer, as a practical
expedient, The Council has applied this guidance to a portfolio of contracts (or performance
obligations) with similar characteristics. The Council reasonably expects that the effect of
applying this guidance to the portfolio would not differ materially from applying the guidance
to individual contracts (or performance obligations) within the portfolio. As a result of the
implementation of Topic 606, The Council has not modified the presentation of the financial
statements but has enhanced related revenue recognition disclosures.

The Council’s earned revenue is derived primarily from the facilitation of various programs
other activities. Admission fee and leadership study mission revenue is recognized when the
event or trip occurs. Emerging leaders fee revenue is recognized as the program occurs.
Based on payment terms, all such revenue is collected prior to revenue recognition.

10



THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

The following summarizes the timing of earned revenue for the six-month period ended
December 31, 2019:

Recognized over time $ 141,500
Recognized at a point-in-time 462,639

Any amounts not earned at the end of the period are classified as deferred. Amounts
collected in advance of the program time frame are reflected as advanced payment
liabilities. Contract balances at July 1, 2019 included advanced payments and deferred
revenues of $464,402. Contracted balances at December 31, 2019 included advanced
payments and deferred revenues of $205,606.

Disclosure is not required for performance obligations that meet any of the following criteria:
1) contracts with a duration of one year or less as determined under ASC 606,

2) contracts for which an organization recognizes revenues based on the right to invoice for
services performed,

3) variable consideration allocated entirely to a wholly unsatisfied performance obligation or
to a wholly unsatisfied promise to transfer a distinct good or service that forms part of a
single performance obligation in accordance with ASC 606-10-25-14(b), for which the
criteria in ASC 606-10-32-40 have been met, or

4) variable consideration in the form of a sales-based or usage-based royalty promised in
exchange for a license of intellectual property.

Most of the Council’s performance obligations meet one or more of these exceptions and
therefore are not disclosed.

The incremental costs to obtain a contract should be capitalized if the entity expects to
recover those costs (i.e., the net cash flows of the contract and expected renewals will cover
the costs). However, an entity may elect a practical expedient that allows it to expense the
incremental costs to obtain a contract if the amortization period for those costs would
otherwise be one year or less. As a practical expedient, management has elected to
expense the incremental costs that would not have been incurred if the contract was not
obtained.

Expense Allocation - The costs of providing various programs and other activities have been
summarized on a functional basis in the Statement of Activities and in the Statement of
Functional Expenses. Accordingly, certain costs have been allocated among the programs
and supporting services benefited based on estimates of time and effort reported by staff on

11



THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

a monthly basis. Expenses allocated include salaries, payroll taxes, occupancy,
depreciation, communications and supplies.

Income Tax - The Council is exempt from income taxes under Section 501 (c)(3) of the
Internal Revenue Code. The Council's management believes there were no uncertain tax
positions for the period ended December 31, 2019. During the year ended June 30, 2019,
the Council incurred approximately $26,000 in unrelated business income taxes (“UBIT”)
assessed on fringe benefits related to transportation benefits provided to employees. At
June 30, 2019, a $15,340 provision for “UBIT” assessed on fringe benefits related to
transportation benefits provided to employees is included in accrued expenses. During the
six-months ended December 31, 2019, the legislation requiring the assessment of UBIT on
fringe benefits related to transportation benefits was repealed. The Council expects a refund
from the IRS for all related amounts previously paid. The Council's Form 990, Return of
Council Exempt from Income Tax, is subject to examination by the IRS, generally for three
years after it is filed.

Comparative Financial Statement Disclosure - The financial statements include certain prior-
year summarized comparative information in total but not by net asset class. Such
information does not include sufficient detail to constitute a presentation in conformity with
generally accepted accounting principles. Accordingly, such information should be read in
conjunction with the Council's financial statements for the period ended December 31, 2019,
from which the summarized information was derived.

Subsequent Events - The Council has evaluated subsequent events through April 7, 2020,
the date the financial statements were available to be issued.

PLEDGES RECEIVABLE
Unconditional pledges at December 31, 2019 are receivable as follows:

Year ended December 31, 2020 $ 6,764,597

2021 4,632,147
2022 2,198,897
2023 1,022,803
2024 50,000
Total unconditional promises to give 14,668,444
Less discounts to net present value at 1.62% (194,647)
Net unconditional pledges at December 31, 2019 $ 14,473,797

12
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THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

INVESTMENTS

At December 31, 2019, investment return consisted of the following components:

Interest and dividends, net 425,053
Realized losses (33,605)
Unrealized gains 918,880
Investment management fees (13,738)

$ 1,296,590

Investments represent the Council’s share of the collective investment pools managed by
the above entities, and bear a pro rata return on the experience of the individual pools.

FAIR VALUE MEASUREMENTS

Generally accepted accounting principles, as established by FASB Accounting Standards
Codification Topic 820, define fair value as the price that would be received from selling an
asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. When determining the fair value measurements for assets and
liabilities required to be recorded at fair value, the Council considers the principal or most
advantageous market in which it would transact and considers assumptions that market
participants would use when pricing the asset or liability, such as inherent risk, transfer
restrictions, and risk of nonperformance.

Topic 820 also establishes a fair value hierarchy that requires the Council to maximize the
use of observable inputs and minimize the use of unobservable inputs when measuring fair
value. A financial instrument's categorization within the fair value hierarchy is based upon
the lowest of input that is significant to the fair value measurement.

Topic 820 establishes three levels of inputs that may be used to measure fair value:

Level 1: quoted prices in active markets for identical assets or liabilities;

Level 2: inputs other than Level 1 that are observable, either directly or indirectly, such as
quoted prices in active markets for similar assets or liabilities, quoted prices for
identical or dissimilar assets or liabilities in markets that bare not active, or other
inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities ; or

Level 3: unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities.

13



THE CHICAGO COUNCIL ON GLOBAL AFFAIRS

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

The following summarizes the classification of investments by classification and methods
of valuation in accordance with the requirements of Topic 820 at December 31, 2019:

Level 1 Level 2 Level 3 Total
Mutual funds

Common stock $ 13,729,519 $ - - $ 13,729,519
Equities - ETF 1,478,359 - - 1,478,359
Corporate bonds 2,521,703 - - 2,521,703
Other fixed income 593,771 - - 593,771
Real estate funds 993,637 - - 993,637
Hedge funds 952,494 - - 952,494

$ 20,269,483 $ - - $ 20,269,483

A description of the valuation techniques applied to the Council's major categories of assets
and liabilities measured at fair value on a recurring basis as follows:

Mutual funds: The net asset value of all other mutual funds is based on quoted market
prices published on a national securities exchange and stated at the last reported sales
price on the day of valuation.

There have been no changes in the above valuation techniques for the period ended

December 31, 2019.

PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at December 31, 2019:

Furniture and equipment
Computer equipment
Leasehold improvements

1,820,936
967,750
2,581,114

Less accumulated depreciation

LIQUIDITY AND AVAILABILITY OF RESOURCES

5,369,800
2,195,786

3,174,014

For purposes of analyzing resources available to meet general expenditures over the next
twelve-month period, the Council considers all expenditures related to its ongoing activities
as well as the conduct of services undertaken to support those activities to be general

expenditures.

14



THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

The Council’s financial assets available for general expenditure within one year of the
statement of financial position date of December 31, 2019, are as follows:

Cash and cash equivalents $ 3,177,118
Accounts receivable 32,745
Pledges receivable within one year 6,764,597
Investments 20,269,483

Total financial assets available within one year 30,243,943

Less: amounts unavailable for general expenditures within

one year, due to:
Restriction by donors with purpose and/or time (1,627,763)
Restriction by donors in perpetuity (9,314,172)

Less: amounts unavailable to management without
Board approval:
Board designated unrestricted net assets (9,422,065)

Total financial assets available to management
for general expenditure within one year $ 9,879,943

The Council maintains a policy of structuring its financial assets to be available as its
general expenditures, liabilities, and obligations come due. To help manage unanticipated
liquidity needs, the Council has a committed line of credit of $750,000, which it could draw
upon. Additionally, the Council has $9,422,065 in Board designated net assets that do not
have donor restrictions. These funds, with Board approval, could be made available for
current operations, if necessary.

NET ASSETS

Designated funds are restricted as to purpose and/or timing of use at the discretion of the
board or management. Upon release of restrictions, the funds are transferred to
undesignated net assets without donor restrictions. At December 31, 2019, designated
funds consisted of $3,265,083 designated by management and $10,303,141 designated by
the board, for future Council initiatives.

Net assets with donor restrictions are restricted as to purpose and/or timing of use. Upon
release of restrictions, the funds are transferred to net assets without donor restrictions.
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At December 31, 2019, net assets with donor restrictions were restricted as follows:

Amounts subject to expenditure for a specified
purpose or period

Marshall Bouton Asia Fellowship $ 1,710,346
Lester Crown Center on Foreign Policy 1,902,890
Global Food & Agriculture 3,336,236
Pritzker Forum 4,521,141

Global Cities 284,807

Black Chicago Tomorrow 413,530

1,000 Days Project 326,753

National security 426,000

Other programs 1,095,981

Time-restricted 576,000
Pledge Discount (145,322)

14,448,362

Amounts restricted by donors to be substantially held in
perpetuity, subject to the spending policies of the donor

Lester Crown Center of US Foreign Policy 10,099,878
Gus Hart Fellowship 920,657

Emerging Leaders Scholarship 500,000

Internship Program 250,000

Pledge Discount (26,758)

11,743,777

Total net assets with donor restrictions $ 26,192,139

9. ENDOWMENT POLICY

The Council's endowment consists of various individual funds established for a variety of
purposes. As required by generally accepted accounting principles, net assets associated
with endowment funds are classified and reported based on existence or absence of donor-
imposed restrictions.

Interpretation of Relevant Law

Management of the Council has interpreted the State of lllinois' Uniform Prudent
Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair
value of the original gift as of the gift date of the donor-restricted endowment funds absent
explicit donor stipulations to the contrary. As a result of this interpretation, the Council
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classifies donor-restricted endowment funds (a) the original value of the gifts donated to the
permanent endowment, (b) the original value of the subsequent gifts to the permanent
endowment, and (c) accumulations to the permanent endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to
the fund. The remaining portion of the donor-restricted endowment fund that is not classified
in as a permanent endowment is classified as restricted until those amounts are
appropriated for expenditure by the Council in a manner consistent with the standard of
prudence described by UPMIFA.

In accordance with the UPMIFA, the Council considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund

(2) The purposes of the Council and the donor-restricted endowment fund

(3) General economic conditions

(4) The possible effect of inflation and deflation

(5) The expected total return from income and the appreciation of investments
(6) The investment policies of the Council
(7) The direction of the donor

Return Objectives and Risk Parameters

The Council's investment policy seeks to achieve a long-term rate of return on its
investments, sufficient to offset or exceed inflation, required spending, investment
management fees, expenses and taxes over a full market cycle. Endowed assets include
donor restricted funds that the Council will hold in perpetuity or for a donor specified period.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Council's investment policy requires the
Council's portfolio to be diversified among various asset classes with the goal of reducing
volatility of return and among various issues of securities, to reduce non-systematic, single
issuer, principal risk.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Council appropriates distributions based on the direction of the donor and the earnings
of the investment, while seeking to maintain the purchasing power of the endowment assets
held in perpetuity as well as to provide additional real growth and investment return.
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Permanent endowment activity for the period ended December 31, 2019 is as follows:

Beginning of the period $ 11,182,163
Contributions 250,000
Change in pledge discount 1,454
Investment return, net 538,201
Amounts appropriated for expenditure (228,041)
End of the period $ 11,743,777

Board Designated Endowment

The Council follows the same investment policy for its board-designated endowment as it
does for its permanent endowment. The Council's investment policy seeks to achieve a
long-term rate of return on its investments, sufficient to offset or exceed inflation, required
spending, investment management fees, expenses and taxes over a full market cycle. To
satisfy its long-term rate-of-return objectives, the Council’s investment policy requires the
Council's portfolio to be diversified among various asset classes with the goal of reducing
volatility of return and among various issues of securities, to reduce non-systematic, single
issuer, principal risk. The Council appropriates distributions from its board designated
endowment funds at the discretion of its board of directors, who annually review and
approve spending rates based on market earnings and the funding needs of the Council.

OPERATING LEASE COMMITMENTS

During the year ended June 30, 2016, the Council occupied space under a lease agreement
that expires on March 30, 2020. The Council is also required to pay its pro rata share of
certain utilities and taxes. During July 2016, the Council vacated this space and moved to a
new location. The Council's obligation associated with this lease, net of sublease income,
has been assumed by its new lessor.

On December 16, 2015, the Council entered into a lease agreement for new space that
commenced on July 1, 2016 and expiring fifteen years thereafter. Under the new lease
agreement, the Council is required to pay base rent payments, as summarized below, and
its pro rata share of certain utilities and expenses. The agreement also provides for lease
incentives in the form of a tenant improvement allowance of $2,249,920 for the new space
and the assumption of the Council's required lease payments under its previous lease
agreement, including direct expenses and taxes up to $2,020,497. During the year ended
June 30, 2017, in accordance with generally accepted accounting principles, the Council
recorded a $3,233,403 lease incentive liability, which includes the cost of the tenant
improvements and the estimated loss for the prior lease incentive of $983,483. The loss was
recorded at the value of the minimum payments (including rent, property taxes and certain

18



11.

THE CHICAGO COUNCIL ON GLOBAL AFFAIRS
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2019

maintenance costs) required under the previous lease less both secured and estimated
sublease rentals, discounted to present value based on a credit adjusted risk free rate of
3.51%. The lease incentive liability is being amortized on a straight-line basis as an offset to
rent expense over the life of the new lease. Amortization of the lease incentive liability was
$107,778 for the period ended December 31, 2019.

Additionally, the new lease agreement requires the Council to deposit a letter of credit with
the lessor. A graduated annual reduction in the letter of credit commences July 1, 2019, and
continues until July 1, 2027, when it is reduced to $50,000 through the remainder of the
lease term. The total amount of rental payments due over the lease term is being charged to
rent expense on a straight-line basis over the term of the lease. The difference between rent
expense recorded and the amount paid is credited or charged to deferred rent, which is
included in the liabilities in the accompanying statements of financial position. Occupancy
expense totaled $701,428 for the period ended December 31, 2019.

The required future minimum lease commitments are as follows::

Year ended December 31,2020  $ 743,972
December 31, 2021 762,571

December 31, 2022 781,635

December 31, 2023 801,176

December 31, 2024 821,205

Thereafter 5,858,837

$ 9,769,396

RETIREMENT AGREEMENTS

The Council maintains a tax - sheltered annuity retirement plan qualified under Section
403(b) of the Internal Revenue Code. The plan covers full - time employees who, if they
elect to participate, are eligible to participate in employer contributions after one year of
service. Employees may make contributions to the plan equal to the maximum amount
allowed by the Internal Revenue Code. The Council matches 100% of up to 7.5% of gross
salaries for qualified employees. For the period ended December 31, 2019, the Council
contributed $157,217 to the plan.

In addition, the Council has certain retirement arrangements with certain other key

employees, which are non-qualified under the provisions of the Internal Revenue Code. As
such, Council contributions for these arrangements are currently taxable to the employees.
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DEFERRED COMPENSATION

During the year ended June 30, 2016, the Council established deferred compensation plans
under section 457(b) and 457(f) of the Internal Revenue Code for the benefit of a single
participant. The Council's monthly contributions to the plans are made according to
provisions set forth in the plan documents. During the period ended December 31, 2019, the
Council contributed approximately $48,000 to the plans.

CONDITIONAL PLEDGES RECEIVABLE

The Council has been notified that it is the intent of certain individuals to name the Council
in their wills or trust instruments for amounts totaling $1,000,000. The donors have
stipulated that any donations they make to the Council prior to their deaths should reduce
the payment upon death. As of the June 30, 2019, the outstanding commitment was
$850,000. Because the pledge is conditional, and does not yet meet existing revenue
recognition criteria, it has not yet been recorded.

The Council is also the named beneficiary of a donor’s retirement account in the amount of
$250,000, payable upon death. The planned gift is intended to be the final payment of an
endowment fund established by the donor at the Council. Because the pledge is conditional,
and does not yet meet existing revenue recognition criteria, it has not yet been recorded.

OTHER COMMITMENTS

During the year ended June 30, 2019, the Council renewed its $750,000 line of credit with a
commercial bank. Interest is payable based on a floating rate of 2.4% plus the LIBOR rate,
as adjusted quarterly. The line of credit matures March 18, 2021. At December 31, 2019, the
entire line of credit was unused and available to borrow.

During the year ended June 30, 2016, the Council secured a standby irrevocable letter of
credit of up to $900,000 with a commercial bank, as required under the lease agreement
dated December 16, 2015 (see Note 6). The letter of credit is gradually reduced over the life
of the lease. At December 31, 2019, the availability on the line was $680,000. The letter of
credit automatically annually renews through October 31, 2031, unless the lender notifies
the Council ninety days before the expiration date in writing. At December 31, 2019, no
amounts had been drawn.
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CONCENTRATIONS

The Council maintains its cash balances at certain financial institutions. The balances may,
at times, exceed federally insured credit limits.

As of December 31, 2019, pledges receivable and grants awarded from three donors made
up approximately 31% of the Council’s total receivables and 40% of the Council’s total
revenues, respectively.

SUBSEQUENT EVENTS

On March 10, 2020, the World Health Organization declared the COVID-19 outbreak a
pandemic, and on March 13, 2020, the President of the United States declared the COVID-
19 pandemic a national emergency, invoking powers under the Stafford Act, the legislation
that directs federal emergency disaster response. The outbreak has negatively affected the
stock market and investor sentiment and has resulted in significant volatility. The value of
the Council’s portfolio has decreased approximately 20% as of the date of issuance of the
financial statements.

The Council cannot predict how financial, legal and regulatory responses to concerns about
COVID-19 or other major public health issues will impact the Council’s operations.
Additionally, the Council’'s workforce may also be affected, which could result in an adverse
impact on the Council’s ability to conduct operations. The magnitude, timing, and duration of
any such potential financial impacts cannot be reasonably estimated at this time.

Additionally, it is possible that the collectability of amounts pledged by donors as of
December 31, 2019 could become affected by the economic impacts of COVID-19. Based
on both historical data and the fact that over 95% of the pledges were made by board
members, foundations, and large corporations, the Council does not expect there will be a
material decrease in their net realizable value.

RECENT ACCOUNTING PRONOUNCEMENTS

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance in this
ASU supersedes the leasing guidance in Topic 840, Leases. Under the new guidance,
lessees are required to recognize lease assets and lease liabilities on the balance sheet for
all leases with terms longer than 12 months. Leases will be classified as either finance or
operating, with classification affecting the pattern of expense recognition in the income
statement. The new standard will be effective for the Council's December 31, 2021 financial
statements. Early adoption is permitted. The Council is currently evaluating the impact of the
adoption of the above standard on its financial statements.
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