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Management’s Discussion and Analysis 
 
As management of the City of Chicago, Illinois (City) we offer readers of the City’s Comprehensive Annual Financial 
Report (CAFR) this narrative overview and analysis of the financial activities of the City for the fiscal year ended 
December 31, 2007.  We encourage the readers to consider the information presented here in conjunction with 
information that we have furnished in our letter of transmittal, contained within this report. 
 
Fiscal 2007 Financial Highlights 
 
• Assets of the City, in the government-wide financial statements, exceeded its liabilities at the close of the most 

recent fiscal year by $1,604.5 million (net assets).  Of this amount, $4,997.1 million is an unrestricted deficit, while 
$2,739.5 million is invested in capital assets, net of related debt and $3,862.1 million is restricted for specific 
purposes. 

• The City’s total assets increased by $802.5 million.  The increase relates to $1,010.5 million increase in capital 
assets as a result of the City’s capital improvement program and $425.0 million decrease in unrestricted and 
restricted cash and cash equivalents and investments as a result of debt financing used to support the capital 
plan.  Also, an increase of $190.8 million in receivables related to special taxing areas occurred. 

• Revenues and Other Financing Sources, in the fund financial statements, available for general governmental 
operations during 2007 were $7,463.2 million, an increase of $824.4 million (12.4 percent) from 2006. 

• The General Fund, also in the fund financial statements, ended 2007 with a total Fund Balance of $44.3 million. 
Total Fund Balance decreased from 2006 primarily because Revenues and Other Financing Sources was less 
than Expenditures and Other Financing Uses by $15.6 million.  Fund Balance at December 31, 2007 of $39.6 
million was reserved for commitments. Unreserved Fund Balance was $4.6 million at December 31, 2007, 
compared to a balance of $26.8 million at the end of 2006. 

• The City’s general obligation bonds and notes outstanding increased by $494.4 million during the current fiscal 
year.  The proceeds from the increase in bonds were used to finance the City’s capital plan. 

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements, which 
include the following components: 1) government-wide financial statements, 2) fund financial statements, and 3) 
notes to the basic financial statements.  This report also contains required supplementary information and other 
supplementary information in addition to the basic financial statements.  These components are described below: 
 
Government–wide financial statements.  The government-wide financial statements are designed to provide 
readers with a broad overview of the City’s finances, using accounting methods similar to those used by private-
sector companies. The statements provide both short-term and long-term information about the City’s financial 
position, which assists in assessing the City’s economic condition at the end of the fiscal year.  These financial 
statements are prepared using the flow of economic resources measurement focus and the accrual basis of 
accounting.  This basically means such statements follow methods that are similar to those used by most businesses.  
They take into account all revenues and expenses connected with the fiscal year even if cash involved has not been 
received or paid. The government-wide financial statements include two statements: 
 
The statement of net assets presents information on all of the City’s assets and liabilities, with the difference between 
the two reported as net assets.  Over time, increases or decreases in net assets may serve as a useful indicator of 
whether the financial position of the City is improving or deteriorating, respectively.  To assess the overall health of 
the City, the reader should consider additional non-financial factors such as changes in the City’s property tax base 
and the condition of the City’s roads. 
 
The statement of activities presents information showing how the government’s net assets changed during each fiscal 
year. All changes in net assets are reported as soon as the underlying event giving rise to the change occurs, 
regardless of the timing of the related cash flows.  Thus, revenues and expenses are reported in this statement for 
some items that will only result in cash flows in future periods (for example, uncollected taxes, and earned but unused
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vacation).  This statement also presents a comparison between direct expenses and program revenues for each 
function of the City. 
 
Both of the government-wide financial statements distinguish functions of the City that are principally supported by 
taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover all 
or a significant portion of their costs through user fees and charges (business-type activities).  The governmental 
activities of the City include general government, public safety, streets and sanitation, transportation, health, and 
cultural and recreation.  The business-type activities of the City include water, sewer, tollway and airport services. 
 
The government-wide financial statements present information about the City as a primary government, which 
includes the Chicago Public Library and the City related funds of the Public Building Commission.  The government-
wide financial statements can be found immediately following this management’s discussion and analysis. 
 
Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources 
that have been segregated for specific activities or objectives.  The City, like other state and local governments, uses 
fund accounting to ensure and demonstrate compliance with finance-related legal requirements.  All of the funds of 
the City can be divided into three categories: governmental funds, proprietary funds, and fiduciary funds. 
 
Governmental funds. Governmental funds are used to account for essentially the same functions reported as 
governmental activities in the government-wide financial statements. However, unlike the government-wide financial 
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable resources, 
as well as on balances of spendable resources available at the end of a fiscal year.  Such information may be useful 
in evaluating a government’s near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is 
useful to compare the information presented for governmental funds with similar information presented for 
governmental activities in the government-wide financial statements.  By doing so, readers may better understand the 
long-term impact of the government’s near-term financing decisions.  Both the governmental fund balance sheet and 
the governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to 
facilitate the comparison between governmental funds and governmental activities. 
 
The City maintains 19 individual governmental funds.  Information for the five funds that qualify as major is presented 
separately in the governmental fund balance sheet and in the governmental fund statement of revenues, 
expenditures, and changes in fund balances.  The five major governmental funds are as follows: the General Fund, 
the Federal, State and Local Grants Fund, the Reserve Fund, the Bond, Note Redemption and Interest Fund, and the 
Community Development and Improvement Projects Fund.  Data from the other governmental funds are combined 
into a single, aggregated presentation.  
 
The City adopts an annual appropriation budget for its general and certain special revenue funds on a non-GAAP 
budgetary basis.  A budgetary comparison statement has been provided for the General Fund, the only major fund 
with an appropriation budget, to demonstrate compliance with this budget.  The basic governmental fund financial 
statements can be found immediately following the government-wide statements. 
 
Proprietary funds. These funds are used to show activities that operate more like those of commercial enterprises.  
Because these funds charge user fees for services provided to outside customers including local governments, they 
are known as enterprise funds.  Proprietary funds, like government-wide statements, use the accrual basis of 
accounting and provide both long- and short-term financial information.  There is no reconciliation needed between 
the government-wide financial statements for business-type activities and the proprietary fund financial statements.  
The City uses five enterprise funds to account for its water, sewer, tollway and two airports operations. 
Proprietary funds provide the same type of information as the government-wide financial statements, but provide 
more detail.  The proprietary fund financial statements provide separate information for the Water Fund, Sewer Fund, 
Chicago Skyway Fund, Chicago-O’Hare International Airport Fund and the Chicago Midway International Airport 
Fund.  All the proprietary funds are considered to be major funds of the City.  The basic proprietary fund financial 
statements can be found immediately following the governmental fund financial statements. 



 
 
CITY OF CHICAGO, ILLINOIS 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31, 2007 - Continued 
 

 18

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside the primary 
government. The City is the trustee, or fiduciary, for its employees’ pension plans.  It is also responsible for other 
assets that, because of a trust arrangement can be used only for the trust beneficiaries.  The City also uses fiduciary 
funds to account for transactions for assets held by the City as agent for various entities.  The City is responsible for 
ensuring that the assets reported in these funds are used for their intended purposes. Fiduciary funds are not 
reflected in the government-wide financial statements because the resources of those funds are not available to 
support the City’s own programs. All of the City’s fiduciary activities are reported in a separate statement of fiduciary 
net assets and a statement of changes in fiduciary net assets. The accounting used for fiduciary funds is much like 
that used for proprietary funds.  The basic fiduciary fund financial statements can be found immediately following the 
proprietary fund financial statements. 
 
Notes to the basic financial statements.  The notes provide additional information that is essential to a full 
understanding of data provided in the government–wide and fund financial statements. The notes to the basic 
financial statements can be found immediately following the fiduciary fund financial statements. 
 
Additional Information.  The combining statements, which include nonmajor funds, for governmental funds and trust 
and agency funds are presented immediately following the notes to the financial statements 
 
Financial Analysis of the City as a Whole 
 
Net assets. As noted earlier, net assets may serve over time as a useful indicator of a government’s financial 
position.  In the case of the City, assets exceeded liabilities by $1,604.5 million at December 31, 2007.   
 
A large portion of the City’s net assets, $2,739.5 million reflects its investment in capital assets (land, buildings, roads, 
bridges, etc.), less any related debt used to acquire those assets that is still outstanding.  The City uses these capital 
assets to provide services to citizens; consequently, these assets are not available for future spending.  Although the 
City’s investment in its capital assets is reported net of related debt, it should be noted that the resources needed to 
repay this debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate 
these liabilities. 
 

2007 2006 2007 2006 2007 2006

Current and other assets 5,646.2$     5,383.2$    3,272.8$    3,743.8$    8,919.0$    9,127.0$    
Capital assets 6,921.2       6,787.1      9,444.8      8,568.4      16,366.0    15,355.5    

Total assets 12,567.4     12,170.3    12,717.6    12,312.2    25,285.0    24,482.5    
Long-term liabilities

outstanding 11,226.2     10,184.2    10,497.6    10,277.5    21,723.8    20,461.7    
Other liabilities 1,225.8       963.9         730.9         710.9         1,956.7      1,674.8      

Total Liabilities 12,452.0     11,148.1    11,228.5    10,988.4    23,680.5    22,136.5    
Net assets:
Invested in capital assets,

net of related debt 570.7          574.4         2,168.8      1,940.0      2,739.5      2,514.4      
Restricted 2,980.2       2,451.1      881.9         971.7         3,862.1      3,422.8      
Unrestricted (3,435.5)      (2,003.3)     (1,561.6)     (1,587.9)     (4,997.1)     (3,591.2)     

Total net assets 115.4$        1,022.2$    1,489.1$    1,323.8$    1,604.5$    2,346.0$    

City of Chicago, Illinois
Summary Statement of Net Assets

(in millions of dollars)

Total
Business-type

Activities
Governmental 

Activities
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An additional portion of the City’s net assets ($3,862.1 million) represent resources that are subject to external 
restrictions on how they may be used.  
 
Governmental Activities.  Net assets of the City’s governmental activities decreased $906.8 million (89 percent) to 
$115.4 million.  However, a significant portion of those net assets are either restricted as to the purpose they can be 
used for or they are invested in capital assets (buildings, roads, bridges, etc.).  Consequently, unrestricted net assets 
showed a $3,435.5 million deficit at the end of this year.  This deficit does not mean that the City does not have the 
resources available to pay its bills next year.  Rather, it is the result of having long-term commitments that are greater 
than currently available resources.  Specifically, the City did not include in past annual budgets the full amounts 
needed to finance future liabilities arising from personnel, property and casualty claims ($625.8 million), Municipal 
employees, Policemen’s and Firemen’s net pension obligation ($2,379.7 million) and post-employment benefits 
($148.3 million).  The City will include these amounts in future years’ budgets as they come due. In addition, the 
remaining long-term lease obligation of $556.8 million will be amortized into income over the life of the concession 
lease agreement. 
 
Over half of the City’s revenue comes from taxes. Total taxes increased by 3.9 percent.  Total taxes include an 
increase in property taxes of $31.8 million (4.5 percent) relating to the timing of collections.  Other taxes increased by 
$79.6 million (3.6 percent) primarily attributable to Special Area taxes increasing $72.3 million, based on increase in 
property values in developing areas. Federal/State grants vary from year to year depending primarily on the level of 
spending for programs, construction and other projects. 
 
Expenses for governmental activities in 2007 were $6,277.0 million.  This reflects an increase of $597.4 million (10.5 
percent) over 2006. General Government was the largest component of current expenses, accounting for 39.1 
percent of total expenses.  General Government expenses increased $363.8 million (17.4 percent) over 2006 
because of an increase in related pension and post-employment benefit costs. 
 
The cost of all governmental activities was $6,277.0 million. 
• The amount that taxpayers paid for these activities through City taxes was only $2,993.5 million. 

♦ Some of the cost was paid by those who directly benefited from the programs ($659.8 million), or 
♦ By other governments and organizations that subsidized certain programs with grants and contributions 

($748.6 million). 
The City paid for the “public benefit” portion with $967.3 million with other revenues such as state aid, interest and 
miscellaneous income. 
 
Although total net assets of business-types activities were $1,489.1 million, these resources cannot be used to make 
up for the net asset deficit in governmental activities.  The City generally can only use these net assets to finance the 
continuing operations of the water, sewer, tollway, and airports activities. 
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2007 2006 2007 2006 2007 2006
Revenues:

Program Revenues:
Licenses, Permits, Fines and 

Charges for Services 659.8$       611.9$       1,233.1$    1,118.4$    1,892.9$    1,730.3$    
Operating Grants and Contributions 611.0         659.3         -                 -                 611.0         659.3         
Capital Grants and Contributions 137.6         142.7         268.3         273.3         405.9         416.0         

General Revenues:
Property Taxes 732.4         700.6         -                 -                 732.4         700.6         
Other Taxes 2,261.1      2,181.5      -                 -                 2,261.1      2,181.5      
Grants and Contributions not 

Restricted to Specific Programs 714.7         654.0         -                 -                 714.7         654.0         

Other  252.6         200.4         128.0         124.9         380.6         325.3         

Total Revenues 5,369.2      5,150.4      1,629.4      1,516.6      6,998.6      6,667.0      

Expenses:
General Government 2,452.1      2,088.3      -                 -                 2,452.1      2,088.3      
Public Safety 2,435.4      2,300.0      -                 -                 2,435.4      2,300.0      
Streets and Sanitation 367.2         337.1         -                 -                 367.2         337.1         
Transportation 333.4         292.7         -                 -                 333.4         292.7         
Health 175.6         170.8         -                 -                 175.6         170.8         
Cultural and Recreational 128.0         119.2         -                 -                 128.0         119.2         
Interest on Long-term Debt 385.3         371.5         -                 -                 385.3         371.5         
Water -                 -                 350.2         324.1         350.2         324.1         
Sewer -                 -                 137.0         130.4         137.0         130.4         
Midway International Airport -                 -                 211.1         188.1         211.1         188.1         
Chicago-O'Hare International Airport -                 -                 751.3         697.5         751.3         697.5         

Chicago Skyway -                 -                 13.5           12.8           13.5           12.8           

Total Expenses 6,277.0      5,679.6      1,463.1      1,352.9      7,740.1      7,032.5      
Change in Net Assets Before Transfers (907.8)        (529.2)        166.3         163.7         (741.5)        (365.5)        

Transfers 1.0             2.0             (1.0)            (2.0)            -                 -                 

Change in Net Assets (906.8)        (527.2)        165.3         161.7         (741.5)        (365.5)        

Net Assets, Beginning of Year 1,022.2      1,549.4      1,323.8      1,162.1      2,346.0      2,711.5      

Net Assets, End of Year 115.4$       1,022.2$    1,489.1$    1,323.8$    1,604.5$    2,346.0$    

Governmental 
Activities

City of Chicago, Illinois
Changes in Net Assets

Years Ended December 31, 
(in millions of dollars)

Business-type
Activities Total

 
 
 
 
 
 
 
 
 



Table 12
CITY OF CHICAGO, ILLINOIS
TOP TEN ESTIMATED EQUALIZED ASSESSED VALUATION (EAV)
Current Year and Nine Years Ago (2)
(Amounts are in Thousands of Dollars) 

Property Rank Rank

$ 493,803 1 0.71 % $ 291,617 1 0.87 %
356,510 2 0.51 212,586 2 0.64

-           183,285 4 0.55
-           0.00 199,582 3 0.60

279,532 4 0.40 161,832 5 0.49
283,387 3 0.41 157,286 6 0.47
205,854 7 0.30 128,484 9 0.39
196,044 9 0.28 129,100 7 0.39

-           123,974 10 0.37
201,662 8 0.29 -           
238,266 5 0.34 -           
219,995 6 0.32 -           

-           0.00 128,846   8 0.39
189,061 10 0.27 -           

Totals ................................................. $ 2,664,114 3.83 % $ 1,716,592 5.16 %

NOTES:

(1)  Source: Cook County Treasurer’s Office, Cook County Assessor’s Office.
(2)  2007 information not available at time of publication.
(3)  AON Building formerly known as AMOCO Building.

UBS Tower ..................................................

1997 Total
EAV

Chicago Mercantile Exchange ....................
Prudential Plaza ..........................................

EAV

Hyatt Regency Hotel ...................................

AT&T Corporate Center 1 ...........................

Percent-
tage
of

Total

Percent-
tage
of

Chase Plaza ................................................
Water Tower Place .....................................

Citicorp Plaza ..............................................
Three First National Plaza ..........................

Leo Burnett Building ....................................
900 North Michigan .....................................

EAV EAV

AON Building (3) .........................................
One First National Plaza .............................

Sears Tower ................................................

2006

139



Table 26
CITY OF CHICAGO, ILLINOIS
POPULATION AND INCOME STATISTICS
Last Ten Years

Median Number of
Year  Population(1) Age (2) Households (2)

2,783,726 34.2 1,002,300 5.9 % $ 31,677 $ 88,180,088,502
2,783,726 34.7 1,026,900 5.9 32,704 91,038,975,104
2,896,016 31.5 1,061,928 5.9 34,918 101,123,086,688
2,896,016 34.8 1,074,200 7.2 35,157 101,815,234,512
2,896,016 31.9 1,059,960 8.5 35,085 101,606,721,360
2,896,016 32.6 1,067,823 8.2 35,464 102,704,311,424
2,896,016 32.6 1,051,018 7.2 37,169 107,642,018,704
2,896,016 33.0 1,045,282 7.0 38,439 111,319,959,024
2,896,016 33.5 1,040,000 5.2 41,887 121,305,422,192
2,896,016 33.7 1,033,328 5.7 N/A (5) N/A (5)

NOTES:

(1) Source: U.S. Census Bureau.
(2) Source: World Business Chicago Website, Claritas data estimates; Cook County’s Website.
(3) Source: Bureau of Labor Statistics 2007, Unemployment rate for Chicago-Naperville-Illinois Metropolitan Area.
(4) Source: U.S. Department of Commerce, Bureau of Economic Analysis, Per Capita Personal Income for
     Chicago-Naperville-Illinois Metropolitan Area (in 2007 dollars).
(5) N/A means not available at time of publication.

2005 ................
2006 ................
2007 ................

1998 ................
1999 ................
2000 ................

2002 ................
2003 ................
2004 ................

2001 ................

Unemployment
Rate (3)

Per Capita
Income (4)

Total
Income

162



Table 27
CITY OF CHICAGO, ILLINOIS
PRINCIPAL EMPLOYERS (NON-GOVERNMENT)
Curent Year and Nine Years Ago (See Note at the End of this Page)

Number Number
of of

Employer Employees Rank Employees Rank

J. P. Morgan Chase ............................................... 9,114 1 0.73 % 7,290 2 0.58 %
United Airlines ....................................................... 6,102 2 0.49 8,125 1 0.65
Jewel Food Stores, Inc. ......................................... 5,424 3 0.43 4,918 5 0.39
Northern Trust ....................................................... 4,787 4 0.38 5,083 4 0.40
Accenture LLP ....................................................... 4,283 5 0.34 -          -       
SBC/AT&T ............................................................. 4,002 6 0.32 5,569 3 0.44
American Airlines ................................................... 3,645 7 0.29 -          -       
Ford Motor Company ............................................. 3,367 8 0.27 -          -       
Bank of America .................................................... - -       3,185 10 0.25
CVS Corporation ................................................... 3,120 9 0.25 -          -       
Deloitte & Touche .................................................. 2,988 10 0.24 -          -       
Commonwealth Edison Company ......................... -          -       4,178 6 0.33     
Andersen Consulting ............................................. -          -       3,756 7 0.30     
Arthur Andersen, LLP ............................................ -          -       3,675 8 0.29     
Marshall Field's and Company .............................. -          -       3,661 9 0.29     

NOTE:

(1) Source: City of Chicago, Department of Revenue, Employer’s Expense Tax Return, June 30, 2007.
(2) J. P. Morgan Chase formerly known as Banc One.
(3) SBC/AT&T formerly known as Ameritech.

Employment Employment
Total City

Percentage
of

Percentage
of

Total City

2007 1998

163



Table 28
CITY OF CHICAGO, ILLINOIS
FULL TIME EQUIVALENT CITY OF CHICAGO EMPLOYEES BY FUNCTION
Last Two Years (See Note at the End of this Page)

Function 2007 2006

5,195     5,214     

23,397   23,345   

3,609     3,578     

829        862        

1,554     1,570     

1,608     1,620     

4,015     4,108     

Total ..................................................................................................................................... 40,207   40,297   

NOTES:

(1) Source: City of Chicago 2008 Program and Budget Summary
(2) Beginning with fiscal year 2006, the City of Chicago will accumulate ten years of data.

Budgeted
Full Time Equivalent

Positions

Cultural and Recreational .......................................................................................................

Business-Type Activities .........................................................................................................

General Government ..............................................................................................................

Health ......................................................................................................................................

Transportation .........................................................................................................................

Streets and Sanitation .............................................................................................................

Public Safety ...........................................................................................................................

164


