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Chicago International Charter School and potential board member conflicts: 

 

There have been at least two instances where we have uncovered potential conflicts between Chicago 

International Charter School and businesses linked to current and former board members.  Charter 

schools are opaquely governed and subject to lax oversight, so the full picture of these transactions is 

not currently known.  This brief document attempts to outline what is known about these two 

transactions. 

1) CICS assets have been invested with the firm of a former board member: From contracts 

obtained through FOIA, we know that CICS (legally, the Chicago Charter School Foundation Inc., 

an Illinois based 501(c)3 nonprofit) entered into an investment advisory agreement with C.W. 

Henderson & Associates, an investment firm run by a former board president, treasurer and 

CICS co-founder Craig Henderson. From Board meeting minutes, we know that as recently as 

November 2017, $19 million was invested with C.W. Henderson & Associates. While the full 

timeline of these investments is not clear, based on the contract, available board meeting notes, 

and 990 filings, we estimate that it’s possible that C.W. Henderson earned as much as $340,000 

over the past ten years by acting as the investment manager for CICS.  The relationship between 

Henderson and CICS does not appear to have been disclosed in any 990 filing, nor in the Bond 

statements for the November 2017 re-financing of CICS bonds.  

 

We question the appropriateness of this investment allocation, given that C.W. Henderson & 

Associates is focused on offering investment products that “provide income that is exempt from 

federal taxation.”  As a tax exempt 501(c)3 non-profit, it makes no financial sense for the 

Chicago International Charter School Foundation to be invested in municipal bonds. Given the 

dire needs for investments across classrooms and the wages for CICS school staff that fall 

woefully short of fairness, how the arrangement to withhold money from the classrooms to 

invest with C.W. Henderson preserved the charitable interests of CICS for the benefit of their 

school communities they serve is a big question mark for us right now. This decision deserves 

further scrutiny and investigation.  

 

2) In 2007, CICS utilized William Blair & Co. as an advisor in connection with a $49.5mn borrowing 

done through a bond issued by the Illinois Finance Authority.  It does not appear to have been 

disclosed in bond official statement documents or 990s that CICS board member Catherine 

Gottfred’s husband, Richard Gottfred, was a partner at William Blair & Co.  While we don’t know 

whether William Blair & Co. was compensated for their advisory services, if they were it would 

certainly have accrued to the financial benefit of Gottfred and her husband. 

Both of these instances raise the question: whose interests does the Chicago Charter School Foundation 

advance?   Does this behavior prioritize the interests of their wealthy, finance industry board members, 

or the students, parents and teachers?   
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Chicago Charter School Foundation invested millions of dollar with the firm of a former 

board member: 

There are some unknowns about when exactly CICS first entered into agreements with C.W. Henderson 

& Associates, the investment firm of CICS co-founder and former CICS board member Craig Henderson. 

The investment advisory agreement obtained from CICS is dated January 17 2018, and provides that 

C.W. Henderson acts as exclusive investment advisor for cash and securities funds of CICS, including the 

Chicago International Charter School Repair & Replacement Fund, the Chicago International Charter 

School Debt Service Reserve, and the Chicago International Charter School Project Fund. The contract 

does not outline the amount of cash and securities in each fund, but from CICS Board meeting notes, as 

of November 2017, the school had $19mn invested in municipal bonds through C.W. Henderson:1 

CICS Board Meeting Minutes, Nov. 14, 2017: 

 

Henderson was a member of the CICS board from at least 2000 through 2015-16, according to CICS’s 

990 filings.  It is unclear when CICS first invested with CW Henderson, but a review of the foundation’s 

balance sheet shows millions of dollars invested in publicly traded securities over the previous ten years.  

The $19mn reported to be invested with C.W. Henderson in the November 2017 board meeting minutes 

is nearly the entirety of the foundation’s reported investments in publicly traded securities from the 

fiscal year ending June 2017, indicating that likely the vast majority of publicly traded securities held by 

CICS were invested with C.W. Henderson. 

CICS Investments and estimated management fees: 

Year Investments 
Management 
fee %2 

Estimated 
Management 
fee ($) 

2017 $19,378,465.00 0.30% $58,135.40 

2016 $16,269,621.00 0.30% $48,808.86 

2015 $13,737,217.00 0.30% $41,211.65 

2014 $14,305,017.00 0.30% $42,915.05 

2013 $7,519,587.00 0.38% $28,198.45 

2012 $7,602,921.00 0.38% $28,510.95 

2011 $4,992,583.00 0.38% $18,722.19 

2010 $5,187,833.00 0.38% $19,454.37 

2009 $6,401,514.00 0.38% $24,005.68 

2008 $8,073,959.00 0.38% $30,277.35 

                                                           
1 
https://www.chicagointl.org/images/downloads/board_minutes/CICS_Board%20Meeting%20Minutes_11.14.2017
_APPROVED.pdf  
2 As reported on the oldest available C.W. Henderson investment brochure, submitted to the SEC in 2015. The 
contract dated as of January 2018 cites a discounted fee structure of 25 basis points (0.25%).  

https://www.chicagointl.org/images/downloads/board_minutes/CICS_Board%20Meeting%20Minutes_11.14.2017_APPROVED.pdf
https://www.chicagointl.org/images/downloads/board_minutes/CICS_Board%20Meeting%20Minutes_11.14.2017_APPROVED.pdf
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  Total: $340,239.95 

 

An attempt was made to calculate the possible fees that Henderson’s firm could have earned from 

CICS’s investment over the previous ten years.  This attempt makes several assumptions.  First, we do 

not know when CICS began investing with C.W. Henderson.  We’ve chosen to look only at the past 

decade, even though financials were available going back to 2000.  Further, we do not know what 

percent of publicly traded securities were held in C.W. Henderson accounts.  Since the amount 

described as being invested with C.W. Henderson in the Nov. 2017 board meeting minutes roughly 

matches the total publicly traded securities held at the end of the most recent year for which tax filings 

are available, we’ve assumed that 100% of the foundation’s reported investments in publicly traded 

securities were held with C.W. Henderson during the past decade. 

On the fee side, we’ve taken the fee ranges from C.W. Henderson & Associate’s oldest available ADV 

Brochure, available on the SEC website.3 This brochure is dated ‘January 2015,’ and lists a sliding scale of 

fees based on assets under management: 

C.W. Henderson & Associates 2015 ADV Part 2: 

 

These fee ranges correspond to the fee range shown in the investment services agreement with CICS for 

2018.  

According to the 2015 brochure, these fees are usually “deducted from direct (non-sub advisor) client 

accounts.” The Chicago Charter School Foundation does not disclose the payment of any investment 

management fees in their statement of functional expenses for 990s filed in the previous ten years.4  

Presumably, they receive the breakdown of fees in their quarterly reports from C.W. Henderson & 

Associates, and simply do not include them in their 990s as their investment balance is reported net of 

fees and they do not receive a separate bill from C.W. Henderson.  

Additionally, readers should note that our fee estimates are made using end of year numbers, which 

differs from how C.W. Henderson bills their clients.  According to the 2018 agreement and the 2015 ADV 

Brochure, C.W. Henderson & Associates bills quarterly, with fees calculated on the assets under 

management on the last day of the previous quarter.  Since the size of these assets presumably varies 

from quarter to quarter, the true fees could be higher or lower than found in our calculation. 

                                                           
3 https://adviserinfo.sec.gov/Firm/108213  
4 https://projects.propublica.org/nonprofits/organizations/364141583  

https://adviserinfo.sec.gov/Firm/108213
https://projects.propublica.org/nonprofits/organizations/364141583


Chicago Teachers Union: CICS Conflicts of Interest Background 

 

 

Additional benefits to C.W. Henderson: 

Other than fees for investment services, C.W. Henderson likely benefit from increased assets under 

management and the experience of providing investment advice to charitable organizations such as 

CICS.  According to their most recent available ADV filing, C.W. Henderson & Associates manages slightly 

over $3bn, but works with only three charitable organization clients.  Having charitable clients is likely 

important for C.W. Henderson, as they specialize in providing “income that is exempt from federal 

taxation,” a non-issue for tax-exempt charities.5  Why a charity would allocate assets to an advisor who 

specializes in municipal investments is puzzling, and having existing charitable organization clients likely 

offers some benefit to C.W. Henderson. 

Having CICS as a client would help the firm in other ways.  As noted in their ADV Brochure, C.W. 

Henderson will occasionally “swap securities between accounts managed by the Firm.”  Having more 

clients to do this is potentially beneficial for the firm, as it could save C.W.  Henderson on execution 

costs.  The increased AUM is also useful for C.W. Henderson, as a demonstration of prestige, and as 

more collateral should the firm ever seek to employ leverage in their investment strategies. 

No disclosure of the C.W. Henderson transaction: 

The tax code generally prohibits inurement, the operation of a 501(c)3 charity, such as the Chicago 

Charter School Foundation, for “the benefit of private interests” such as board members and their 

businesses.6  Further, the state of Illinois requires that board members avoid conflicts of interest when 

dealing with transactions that involve their personal businesses.7  If Henderson did receive payment for 

his management of CICS assets, one must wonder why it was in the interest of CICS to invest with C.W. 

Henderson & Associates, a company focused on tax-exempt investments.  Since CICS is a non-profit with 

federal tax exempt status, the income it earns on investment assets is not subject to federal taxes.8 

A review of 990s from the Chicago Charter School Foundation shows that the investment with C.W. 

Henderson & Associates was never disclosed in their annual tax filings.   

The bond statement for the 2017 re-financing of CICS debt also makes no mention of the relationship 

between Craig Henderson’s firm and CICS.9  

 

 

 

 

                                                           
5 https://adviserinfo.sec.gov/IAPD/Content/Common/crd_iapd_Brochure.aspx?BRCHR_VRSN_ID=500586  
6 https://www.irs.gov/charities-non-profits/charitable-organizations/inurement-private-benefit-charitable-
organizations  
7 http://www.illinoisattorneygeneral.gov/charities/volunteers.html#Receive  
8 https://www.bondbuyer.com/opinion/why-pension-funds-dont-buy-munis-and-how-they-could  
9 https://emma.msrb.org/ER1093508-ER855820-ER1256451.pdf  

https://adviserinfo.sec.gov/IAPD/Content/Common/crd_iapd_Brochure.aspx?BRCHR_VRSN_ID=500586
https://www.irs.gov/charities-non-profits/charitable-organizations/inurement-private-benefit-charitable-organizations
https://www.irs.gov/charities-non-profits/charitable-organizations/inurement-private-benefit-charitable-organizations
http://www.illinoisattorneygeneral.gov/charities/volunteers.html#Receive
https://www.bondbuyer.com/opinion/why-pension-funds-dont-buy-munis-and-how-they-could
https://emma.msrb.org/ER1093508-ER855820-ER1256451.pdf
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CICS received bond investment counsel from a firm where a CICS board member’s spouse 

was a partner, this conflict was never disclosed in 990s or bond official statements: 

 

In 2007, CICS worked with William Blair & Co. in connection with a $49,445,000 bond issued by the 

Illinois Finance Authority and used to fund the acquisition of two campuses and the renovation of five 

sites.10 

2007 IFA bond official statement: 

 

At the time of the bond issue, Catherine Huff Gottfred was a member of the board of directors at CICS.  

Her position on the board is listed on page A-3 of the bond official statement.  What isn’t mentioned is 

that her husband is a partner at William Blair & Co., the financial advisor for CICS in this $49.5mn bond 

transaction.11   

Catherine Gottfred is married to Richard Gottfred, a partner at William Blair & Co.12  While Gottfred 

doesn’t work in the municipal advisory side of William Blair & Co., as a partner he likely benefits from 

the revenue of the company’s overall operations.  Whether this relationship constitutes a conflict of 

interest that would need to be disclosed is a matter of interpretation,13 but no disclosure was made in 

the bond official statement.  A review of tax filings shows that no disclosure was made of this conflict in 

the 990s covering the 2007 calendar year.  

 

                                                           
10 https://emma.msrb.org/EA558799-MS231547-MD451415.pdf  
11 https://emma.msrb.org/EA558799-MS231547-MD451415.pdf  
12 https://www.sec.gov/Archives/edgar/vprr/0600/06008911.pdf  
13 https://www.nfma.org/assets/documents/RBP/wp_conflictsofinterest_final82015.pdf  

https://emma.msrb.org/EA558799-MS231547-MD451415.pdf
https://emma.msrb.org/EA558799-MS231547-MD451415.pdf
https://www.sec.gov/Archives/edgar/vprr/0600/06008911.pdf
https://www.nfma.org/assets/documents/RBP/wp_conflictsofinterest_final82015.pdf

