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CITY COUNCIL RESOLUTION:
Th Cit C il d l ti J 30 2009 ti th tThe City Council passed a resolution on June 30, 2009 requesting that:

“Chicago 2016 grant the Civic Federation, or an entity
designated by the Civic Federation, access to thedesignated by the Civic Federation, access to the
revenue and expenditure projections regarding
Chicago’s bid for the 2016 Olympics and that the
Civic Federation review those projectionsCivic Federation review those projections
and prepare a report and recommendations
regarding the financial aspects of Chicago’s

i i i ibid, including insurance, and make such report
available to the City Council prior to the execution of
the Olympic Host City Contract.”
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The Civic Federation’s review of the Chicago 2016 Bid  was made 
possible through generous grants from the following foundations:possible through generous grants from the following foundations:

• The Chicago Community Trust
• The Field Foundation of IllinoisThe Field Foundation of Illinois
• The John D. and Catherine T. MacArthur Foundation
• The Joyce Foundation
• McCormick FoundationMcCormick Foundation
• Polk Bros. Foundation
• Woods Fund of Chicago

The Civic Federation did not seek or accept any funding from the City of 
Chicago or Chicago 2016 in support of this review. 
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The Civic Federation Olympic Advisory Committee members include:

• Bill Bennett 
• Douglas Cameron, President, HIGroup, Inc.
• Kevork Derderian, President, Continental Offices, Ltd.
• Martin Eisenbergg
• Deborah Harrington, President, Woods Fund of Chicago
• Thomas McNulty, Partner, Neal, Gerber & Eisenberg, LLP
• Chunka Mui, Consultant
• Holly O’Connor Consultant True Partners Consulting LLC• Holly O’Connor, Consultant, True Partners Consulting LLC
• Aurie Pennick, Executive Director, Field Foundation of Illinois
• Joseph Starshak, President, Starshak Winzenburg & Co.
• William Testa, Vice President, Federal Reserve Bank of Chicago

The staff of L.E.K. Consulting provided invaluable dedication and expertise to 
this review and the Civic Federation appreciates the in-kind contributions from 
L.E.K. that ensured this analysis would be completed.
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ABOUT THE CIVIC FEDERATION
• Non-profit government research organization founded in 1894.
• Funded by major corporate and professional service firms in the 

Chicagoland region.g g
• Purpose:

– To serve as a technical resource, providing nonpartisan research 
and information.

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

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

www.civicfed.org for more informationg
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OVERALL FINDINGOVERALL FINDING

The Civic Federation and L.E.K. found that the operating 
budget including venue construction proposed by Chicagobudget, including venue construction, proposed by Chicago 
2016 is fair and reasonable and provides adequate 
protection against financial risk to Chicago taxpayers. 
However, the development of the Olympic Village exposes 
the City to continuing real estate risks that must be 
managedmanaged.
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RECOMMENDATIONS
• The Organizing Committee for the Olympic Games (OCOG) that will replace the Bid g g y p ( ) p

Committee must be led by a professional and experienced management team that 
understands and executes the proposed Chicago 2016 plan. 

• Contractors and employees must be chosen based on objective, non-political criteria.

• The proposed insurance coverage must be purchased to manage the risk to taxpayers 
that comes with guaranteeing delivery of the Games. The capital replacement insurance 
should be purchased to cover the financing for the Village by either the developer or the 
OCOG to ensure the taxpayers do not have to pay to complete the project. p y p y p p j

• Increased public transparency about Olympic finances is needed to safeguard taxpayers’ 
interests because many areas of the Olympic plan are subject to change in the years leading up 
to the Games. 

• The City Council must exercise its oversight role and require regular reporting on the 
status of the Games, including public disclosure of budgets, contracts and construction 
updates to the City Council. 

• Any financial reports submitted to the IOC should also be filed with the City Council• Any financial reports submitted to the IOC should also be filed with the City Council, 
with reasonable exemptions for competitive sponsorship details and other proprietary 
information. 8
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SCOPE OF WORK
• Given the short time to complete the analysis, the bid was reviewed at a high level, 

focusing on the testing and vetting of major assumptions that had material impact on the 
budget

• The budget development process, revenue and expense line items were assessed to 
d t i if th t d “f i d bl ” i f th t ti l i fdetermine if they represented a “fair and reasonable” view of the potential economics of 
the Summer Games

• Expenses to the City of Chicago and insurance coverage were also evaluated to gauge the 
potential impact on and level of protection for Chicago taxpayers

• Th k id d b th Ci i F d ti Ol i Ad i C itt d• The work was guided by the Civic Federation Olympics Advisory Committee and was 
compiled in close conjunction with the Civic Federation

Budget Review Process

Collected
Budget
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Made Fair 
and
Reasonable”
J d t

Collected
Budget
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Key
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identified
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Key
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Made “Fair 
and
Reasonable”
Judgment
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ORGANIZING COMMITTEE BUDGET
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LOCAL SPONSORSHIPS
• To obtain local sponsorship revenue, a Joint 

Venture (JV) will be formed between the U SVenture (JV) will be formed between the U.S. 
Olympic Committee (USOC) and the host city 
organizing committee (OCOG) 

– The OCOG share of revenue is calculated 
after issuing IOC royalties, JV expenses, 
and USOC share, which were all built in a 
bottom-up manner

• The USOC share of revenue will be calculated 
based on levels needed to maintain sponsorship 
revenue observed by the USOC during non-revenue observed by the USOC during non-
hosting periods

– Past U.S. Olympic Games have agreed to 
30% of sponsorship revenue for USOC

– The revenue sharing for the Chicago 2016 g g
Games would provide a return of ~18% to 
the USOC

• The IOC has agreed to the sponsorship revenue 
sharing agreement between Chicago 2016 and in 
the case of sponsorship underperformance the

11
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LOCAL SPONSORSHIPS
• Current sponsorship goals would indicate a historical growth from the Atlanta• Current sponsorship goals would indicate a historical growth from the Atlanta 

Games of 3.8%, per annum 
• The lowest non-outlier sponsorship revenue growth between Summer Games 

was 1.8% p.a.p
• Overall Global and North American sponsorship spending has grown annually 

at 6% and 7% respectively

Chicago 2016 Sponsorship Tiers
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DONATIONS
Chicago 2016 expects to procure 7% of Olympic revenue from charitable contributions and 

i i hvenue naming rights.

Chicago 2016 divided donations into 
philanthropic giving and naming rights.
• Atlanta’s philanthropic giving for the Games in 

• The average expected donation amounts to less 
than 4% of Chicago-area’s annual giving, or 
around $35M per year.

• The Chicago 2016 Bid Committee raised ~$72M 
1996 was adjusted to generate expected levels in 
Chicago, totaling $69 million.

g $
in cash donations to support the bid

• Chicago 2016’s targets for naming rights are 
high when compared to naming rights for other 
stadia but are one-time costs versus typical yp
annual deals.
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TICKETING
Revenue received through the sale of tickets to events represents the g p
second largest revenue item in the budget at $705M

• Chicago 2016 built a comprehensive 
ticket sales model on an event-by-event 
basis which included multiple price tiersbasis which included multiple price tiers

• Comparable events and previous Summer 
Games were used as proxies for seat kills, 
utilization and pricingutilization and pricing

• Chicago 2016 aims to sell approximately 1 
million more tickets than the Sydney 
Olympics, yet at a ~12% lower average y p , y g
price per ticket

• Similarly, Chicago 2016 plans to sell 
fewer tickets and achieve higher ticket 

14
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TICKETING

Secondary 
Market 
Average

• Chicago 2016’s ceremonies 
and prime events prices 
are higher than past 
Olympics

• The plan calls for selling 
more than half of the total

Non

more than half of the total 
tickets at a price of $50 or 
less.  

Cat A

Non‐
Prime
Tickets
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VENUES

• Venue Operations includes primarily 
composed of logistics and power 
consumption.

• Line items were built with a bottom-up 
methodology that estimates the 
requirements of each venue and a 
corresponding unit price

• Construction costs were forecast using a 
detailed model for each venue

• Some inputs were relatively standard suchSome inputs were relatively standard, such 
as back-of-house requirements (i.e. 
accreditation offices) and commodity costs

• Other inputs were developed specifically for 
the venue (i.e. Olympic Stadium roof)

16
OCOG Budget Olympic Venues
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VENUES
• Total venue construction cost estimates are lower than previous Games because the planTotal venue construction cost estimates are lower than previous Games because the plan 

calls for using existing facilities and building mostly temporary facilities. 
• If the plan is changed and additional permanent venues are built, it would dramatically 

increase the cost of hosting the Olympics.

• Commodity price inputs were also selected near a peak in the Materials Cost Index

17

• Commodity price inputs were also selected near a peak in the Materials Cost Index, 
suggesting that these prices were conservatively estimated
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OLYMPIC VILLAGE
• A majority of Olympic Village construction costs exist outside of the Chicago 2016 GamesA majority of Olympic Village construction costs exist outside of the Chicago 2016 Games 

budget

• The proposed Olympic Village is plan to be built on the 
Michael Reese Hospital site, which would be sold post 
Games as a yet to be determined mix of condominiumsGames as a yet to be determined mix of condominiums, 
apartments, student housing, etc. and would include 
TIF required affordable housing

• The Village would be financed by a team of developers 
who would bear the risk associated with completing the 
project on time as well as the post Games task of selling 
units

• M lti l i f t ti l h i t• Multiple scenarios of potential housing types were 
modeled with development costs ranging around $1B; 
the plan original analyzed assumes more than 90% 
condos

18

• One multi-product scenario provided by Chicago 2016 
indicated costs of approximately $1.2B
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LOCAL GOVERNMENT
Most city services expenses are expected to be reimbursed by the federal government asMost city services expenses are expected to be reimbursed by the federal government as 
the Olympics will be designated a National Special Security Event (NSSE)

• Government services for the Games are 
expected to cost $122 million

• The City of Chicago expects to pay $41 
million after federal reimbursement

• F d l i i i d h Ci• Federal security agencies assisted the City 
in determining security requirements and 
estimating resources needed

• The Olympics are a National Special 
Security Event, which qualifies for federal 
reimbursement for incremental public 
safety expenses at all levels of government 
directly resulting from the Games
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LOCAL GOVERNMENT
The City of Chicago worked with a Chicago 2016 committee to assess the incremental 
revenue and expenses resulting from the Gamesp g

• The City of Chicago plans to collect $61 million in 
revenue, which would provide $20 million in additional 
funds beyond estimated expenses to cover cost overruns

$61M $61M
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City of Chicago Projected Budget
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Sales Taxes*

Contingency funds beyond estimated expenses to cover cost overruns

• The vast majority of revenue will be derived from a 9% 
amusement tax applied to ticket sales applicable to 
Chicago venues
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• Representatives from the city’s Law Department believe 
that the amusement tax will be applicable to the 
Olympics, despite current language suggesting amateur 
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• The city believes that if the tax needed clarification, City 
Council would codify the rule into an ordinance

• A 2.25% sales tax will be levied on an estimated $100M of 
merchandise/concessions expected to be sold by the0
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Games, producing an incremental $2.25 millionRevenue Expenses
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LOCAL GOVERNMENT 
The Chicago Park District (CPD) has agreed to help fund the construction of two venuesThe Chicago Park District (CPD) has agreed to help fund the construction of two venues 
that will function as Chicago Park District community facilities after the Games

• Overall, Chicago 2016 is expected to 
invest  $250M in new facilities and 
improvements, which the Chicago Park 
District will inherit after the Games 

• The Douglas Park velodrome will house 
cycling events during the Olympic andcycling events during the Olympic and 
after the Games become a multi-sport 
community facility.

• The Olympic Island slalom course will y p
be constructed for the slalom canoe and 
kayak events and may represent a 
commercialization opportunity after 
the Games.

21

CPD Board approved the original $15 million in funding for a Douglas Park Aquatic Center, contingent on 
$65M from Chicago 2016, supporting an earlier version of the Olympic plan. The CPD will need to approve the 
new plans if Chicago wins the bid.
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OCOG CONTINGENCY
The contingency in Chicago 2016’s budget is sufficient to cover reasonable downsides for g y g g
individual major revenue and cost line items
Chicago 2016 Contingency and Possible Impact of Various Scenarios
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FINANCIAL SAFETY NET
Chicago 2016’s  has proposed several layers of insurance to be used prior to the specific financial 
guarantees from the City and State and the City’s unlimited guarantee under the Host City 
C t tContract. 

Event Cancellation
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$250M

Additional Funds from 
the City as needed


