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Presentation Overview:

• Overview of the Civic Federation

h d l• Chicago Budget Explanation 

• Chicago Audited Financial Statements 
ExplanationExplanation 
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About the Civic Federation:

• Non‐profit government research organization 
founded in 1894founded in 1894.

• Funded by major corporate and professional service 
firms in the Chicago region.

• Purpose:
– To serve as a technical resource, providing nonpartisan research and 

information;information; 

– To promote rational tax policies and efficient delivery of quality 
government services; and

To offer solutions which guard against excessive taxation enhance– To offer solutions which guard against excessive taxation, enhance 
financial reporting and improve the quality of public expenditures.

l f f fPlease visit www.civicfed.org for more information
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The Chicago BudgetThe Chicago Budget



Budget Basics:

• Incorporates a long‐term perspective

• Establishes linkages to broad organizational goals

• Focuses budget decisions on results & outcomes

• Involves and promotes effective communication with 
“stakeholders”
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Purpose of Budgeting:

1) Policy Development

2) Financial Plan)

3) Service/Operations Plan3) Service/Operations Plan

4) Communications

6



Purpose of Budgeting: Policy 
D lDevelopment

• Rationalize allocation of scarce resources to advanceRationalize allocation of scarce resources to advance 
chosen policies

• Policies are chosen and dollars are allocated via:

– 1) the political process1) the political process

– 2) stakeholder participation
– 3) formal articulation of goals and objectives3) formal articulation of goals and objectives
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Purpose of Budgeting: Financial Planningp g g g

• Ensure revenues cover expendituresp

• Proper financial planning requires:

– 1) Comparison of budgeted to actual expenditures) p g p

– 2) Consideration of future events
– 3) Producing sound revenue estimates3) Producing sound revenue estimates

– 4) Establishing links between capital and operating 
budgetsg

– 5) Specifying financial policies
– 6) Developing a long‐term financial plan6) Developing a long term financial plan
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Purpose of Budgeting: Operation PlanningPurpose of Budgeting: Operation Planning

• Determine the level and amount of service to be 
provided, which is done by:

– Creating new mandates

– Evaluating legal and environmental constraints

– Setting departmental goals and objectivesg p g j

– Review performance measures to obtain results of 
program or activity
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Purpose of Budgeting: Communicationsp g g

• Budgets communicate governmental priorities and 
h f h d i ithe reasons for those decisions

• Budget process is also a time to solicit stakeholder 
i t d i t ltinput and communicate results.

• Stakeholder input can be taken by:

B d h i– Budget hearings
– Surveys
– Blue Ribbon Committees
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Chicago Budget Process:

• July: Release preliminary budget estimates

• August: Hold public hearings on budget estimates 
and solicit public inputp p

• October: Mayor submits proposed budget and 
conducts public hearings on proposed budget

/• November/December: City Council approves final, 
balanced budget

See p. 101 of your handout
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Budget Organization:

• Budgets are organized by “funds”

• Funds are set up to segregate revenues andFunds are set up to segregate revenues and 
expenditures for specific purposes

• Funds are used to ensure that monies are 
b i t l ll d i t lbeing spent legally and appropriately
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Types of Funds:

Governmental Funds: Account for the general activities of government; 

usually supported by taxesy pp y

– Corporate or General Fund: Biggest fund; accounts for general 
activities

– Special Revenue Funds – Account for specific activities funded bySpecial Revenue Funds  Account for specific activities funded by 
earmarked revenues 

– Capital Projects Fund – Account for capital acquisition or maintenance

Debt service Account for principal and interest payments on debt– Debt service – Account for principal and interest payments on debt

Proprietary Funds: Account for business type activities; usually supported by 

user fees and charges (O’Hare Airport, sewer, water)

Fiduciary Funds: Account for resources the government holds on behalf of y g

others (pension funds)
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Information in Chicago Budget Books:Information in Chicago Budget Books:

• Descriptions of the Documents:• Descriptions of the Documents:

– Overview and Revenue Estimates

Recommendations– Recommendations

– Program and Budget Summary

D ft A ti Pl– Draft Action Plan
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Information in Chicago Budget Books: 
O i d R E ti tOverview and Revenue Estimates

• Available online

• Public‐friendly documenty

• Narrative description of Chicago’s budget prioritiesNarrative description of Chicago s budget priorities

• Charts that breakdown revenues and expendituresCharts that breakdown revenues and expenditures

• Explanation of budget process• Explanation of budget process

15



Information in Chicago Budget Books: 
Recommendations
• Not available online; should be available in libraries;

• Summary charts for appropriations and revenues

• Expenditure charts for each City department (e.g. Office 
of the Mayor Department of Streets and Sanitation)of the Mayor, Department of Streets and Sanitation) 
broken down by Fund

• Information about positions and salaries

• Summary charts for grants

16



Information in Chicago Budget Books: 
Program and Budget Summary 

H b id f d t h t d ti l ti f• Hybrid of data charts and narrative explanations for 
City department budgets

• Compares previous year’s appropriations with 
current year’s budgetcurrent year s budget

• Presents performance measurement data for each• Presents performance measurement data for each 
department
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Information in Chicago Budget Books: 
Final Action Plan 

• Available online
• Addresses Chicago’s affordable housing and community 

development needs for the next fiscal year
• The purpose of the plan is to coordinate resources for low‐

to moderate‐income communities across all units of 
government and the private sector

• Includes:
– Narrative descriptions of grant funded programs
Description of program priorities– Description of program priorities

– City strategic plan
– Grant amounts
– Grant funded positions and salaries
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Information in Chicago Budget Books:Information in Chicago Budget Books:

Wh t Fi d I f ti Ab t• Where to Find Information About:

–Revenues
– Expenditures
–PersonnelPersonnel

–Programs
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Where Can I Find…?

Revenue Estimates:

• Where does the money to fund government 
come from? (O&RE, p. 6)

• Breakdown of how the City spends its money 
each year? (O&RE, p. 7.)

• Breakdown of how property taxes are spent 
each year? (O&RE p. 46.)

• How do I read a budget chart? (O&RE, p. 109)
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Where Can I Find…?

Budget Information by Program:

• How do I read the budget charts for each 
program? (P&BS, p. i)

• Where can I find the breakdown of City y
spending by function? (P&BS, p. 3)

• How much does the City spend on public safety 
each year? (P&BS, pp. 151‐154.)each year? (P&BS, pp. 151 154.)
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Where Can I Find…?

Information on the Mayor’s Recommendations:
• How do I read the Mayor’s budget 
recommendations? (Rec, p. 1)
Wh I fi d l i f ti f h it• Where can I find salary information for each city 
department? (Rec, p. 313.)

Streets and Sanitation Deputy Commissioner– Streets and Sanitation Deputy Commissioner
• Number of Employees
• Salary Rate• Salary Rate
• FY2009 Recommendation; FY2008 
AppropriationAppropriation
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Where Can I Find…?

Information on Grants Made by the City of 
Chicago:

• Where can I find general information about the 
money Chicago distributes? (Action Plan, pp. 1‐
2.)

– Itemizes large grants

• Where can I find an itemized list of grants made 
by the City of Chicago? (Action Plan, p. 29.)

– Breakdown of what social service agencies 
receive City money
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How Civic Federation Analyzes the Budget:How Civic Federation Analyzes the Budget:

• 2‐4 weeks

• Analysis contains: 

– Data and narrative analysis of: appropriations, 
revenue, pensions, debt, personnel and capital

– Position and explanation:  support or oppose
• Public testimony and release analysis to press

• For copies of our previous analyses of Chicago 
budgets, please go to www.civicfed.org/library
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City of Chicago Financial 
Statements



Financial Statements Presentation 
O iOverview:

• What are the Financial Statements?

• Auditing:

– Purpose of Auditingp g

– Audit Letter and Opinion
• Key Parts of the Audited Financial Statements:Key Parts of the Audited Financial Statements:

–Management’s Discussion and Analysis

– Statement of Net Assets or Balance SheetStatement of Net Assets or Balance Sheet 

– Statement of Revenues, Expenditures and Fund 
Balances for Governmental FundsBalances for Governmental Funds

– Statistical Section
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What are Financial Statements?

• Financial statements: Reports that describe financial  
t t d diti f t Th t t tstatus and condition of a government.  These statements 
are produced after  the end of the fiscal year.

• The audited financial statements are prepared by 
auditors to ensure legal compliance with appropriations.

• Financial statements are publicly available.  

• City of Chicago audited financial statements are available 
on the City’s website – go to “City Departments”, then 
look for Finance Department.
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Auditing:

1. The financial statements are audited.

2. An audit provides an independent basis for management assertions.p p g

3. Auditors give opinions if financial statements contain errors and whether 
they meet generally accepted accounting principles

4 Four possible audit opinions:4. Four possible audit opinions:

– Unqualified or “Clean” Opinion: If financial statements are “fairly 
presented” in conformity with generally accepted accounting principles 

Qualified Opinion: If there are some reservations auditor states that– Qualified Opinion: If there are some reservations, auditor states that 
Financial statements fairly presented EXCEPT for item in question

– No Opinion: If reservations more serious, auditor will “disclaim” an 
opinion i e offer no opinion on particular matter (common in regardopinion, i.e., offer no opinion on particular matter (common in regard 
to fixed asset reporting)

– Adverse Opinion – Financial statements NOT prepared in conformity 
with generally accepted accounting principles
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with generally accepted accounting principles

5. See example of auditor’s letter 



Comprehensive Annual Financial Report 
(CAFR)(CAFR):

1. Introductory Section (Not Audited)
2. Financial Section (Audited)
– Management’s Discussion and Analysis

G t Wid Fi i l St t t– Government‐Wide Financial Statements
• Statement of Net Assets (Balance Sheet)
• Statement of Activitiesf

– Fund Based Financial Statements
– Notes (Narrative)

3. Statistical Section (Not Audited)
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Management’s Discussion & Analysis (M 
D & A)D & A):

• “Plain English” introduction to the financial g
statements

• Compares current year to prior year finances

• Explains differences between budgeted & actual 
amounts

• Describes capital asset & long‐term debt activity

• Discusses any special conditions that may impact 
the government’s future financial condition such 
as “special & extraordinary” events
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• See pp. 16‐20 for example



Statement of Financial Position: 

• (The Balance Sheet) also called the Summary Statement of Net Assets in 
the MD & A

• The Balance Sheet is a report that indicates the financial position of the 
organization at a point in time

• Comparing balance sheets from year to year can tell you if the 
government’s financial position has improved or deteriorated.government s financial position has improved or deteriorated.

• Information is presented for Governmental Activities and “Business‐type” 
Activities

The Balance Sheet tells you:
• How “liquid” is the government?

– Liquidity means how much cash or assets that can quickly be 
converted to cash does the government have?

• What resources does organization have?
• Does the organization owe money?
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• Will that money be repaid in the near future?
• See example on p. 18 of your handout



Balance Sheet Components:

• Assets = Anything the government owns of value
– Current (Short Term) Assets
– Long‐Term Assets

• Liabilities = Obligations the government owes to outsiders
– Current (Short Term) Liabilities
– Long‐Term Liabilities

• Net Assets =

– Amount of resources left over after all obligations paid

– The difference between assets and Liabilities

Fundamental Equation of Accounting
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Assets = Liabilities + Net Assets 



Changes in Net Assets:

• This chart is summarized from the Statement of Activities in 
the financial sectionthe financial section

• The chart contains information for the City’s Governmental 
and Business‐Type Activities for 2 fiscal years about:

– Revenues

– Expenses

h i i f h d h d f h– Net Assets at the Beginning of the Year and the End of the 
Year

• See example on p. 20 of your handoutSee example on p. 20 of your handout
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Statistical Section:

• Last section of the financial report (Part III)

• It is not audited

• Contains wide variety of fiscal information

– Historical balance sheet data (5 years)

– General Government Revenues (7 years)General Government Revenues (7 years)

– General Government Expenditures (7 years)

– Uncollected property taxes

P t l f j Cit ti– Property values for major City properties

– Fair market value of all property in Chicago

– Property tax rates

– Amount of long term debt outstanding

– Population and Income Statistics

– Principal Employers in ChicagoPrincipal Employers in Chicago
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Example of Information Contained in 
i i l iStatistical Section: 

• List of most expensive buildings in Chicagop g g

• City of Chicago Population

• List of principal, non‐government employers and how many 
people they employpeople they employ

• Actual employee totals broken down by categoryActual employee totals, broken down by category

• See examples on pp. 139, 162, 163, & 164.

35



Additional Information: Budget g

• For further budget information:• For further budget information:

–City of Chicago website @ 
http://www.cityofchicago.org/city/web
portal/home.do

–Go to:  “Your Government”, “City 
Departments” “Budget &Departments ,  Budget & 
Management” and/or “Finance”
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Additional Info: City of Chicago websitey g

1. Go to 
City ofCity of 
Chicago 
website

2. Click on 
“Your 
Government”
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Additional Budget Info: City of Chicago website

3. Click on 
“City 
Departments”Departments
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Additional Budget Info: City of Chicago websiteAdditional Budget Info: City of Chicago website

4. Click on 
Budget & 
ManagementManagement
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Additional Budget Info: City of Chicago websiteAdditional Budget Info: City of Chicago website

5. Scroll 
down to 
find budget g
documents.
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Additional Finance Info: City of Chicago websiteAdditional Finance Info: City of Chicago website

l1.  Complete 
steps #1 – 3 
above.

2. Click on 
“Finance”

41



Additional Finance Info: City of Chicago websiteAdditional Finance Info: City of Chicago website

3. Scroll 
down to 
“Financial 
Statements”
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Conclusion:Conclusion:

• Questions?• Questions?

O b h lf f th Ci i F d ti th k• On behalf of the Civic Federation, thank 
you for taking interest in your 
government and community.
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