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Presentation Overview:

e Overview of the Civic Federation

* Chicago Budget Explanation

* Chicago Audited Financial Statements
Explanation




About the Civic Federation:

* Non-profit government research organization
founded 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;

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

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

Please visit www.civicfed.orq for more information




The Chicago Budget




Budget Basics:

* |ncorporates a long-term perspective

e Establishes linkages to broad organizational goals

* Focuses budget decisions on results & outcomes

* Involves and promotes effective communication with
“stakeholders”




Purpose of Budgeting:

1) Policy Development

2) Financial Plan

3) Service/Operations Plan

4) Communications




Purpose of Budgeting: Policy
Development

e Rationalize allocation of scarce resources to advance
chosen policies

* Policies are chosen and dollars are allocated via:
— 1) the political process
— 2) stakeholder participation
— 3) formal articulation of goals and objectives




Purpose of Budgeting: Financial Planning

* Ensure revenues cover expenditures

* Proper financial planning requires:
— 1) Comparison of budgeted to actual expenditures
— 2) Consideration of future events
— 3) Producing sound revenue estimates

— 4) Establishing links between capital and operating
budgets

— 5) Specifying financial policies
— 6) Developing a long-term financial plan




Purpose of Budgeting: Operation Planning

e 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 objectives

— Review performance measures to obtain results of
program or activity




Purpose of Budgeting: Communications

* Budgets communicate governmental priorities and
the reasons for those decisions

* Budget process is also a time to solicit stakeholder
input and communicate results.

e Stakeholder input can be taken by:
— Budget hearings
— Surveys
— Blue Ribbon Committees




Chicago Budget Process:

* July: Release preliminary budget estimates

e August: Hold public hearings on budget estimates
and solicit public input

* 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




Budget Organization:

* Budgets are organized by “funds”

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

e Funds are used to ensure that monies are
being spent legally and appropriately




Types of Funds:

Governmental Funds: Account for the general activities of government;
usually supported by taxes
— Corporate or General Fund: Biggest fund; accounts for general
activities
— Special 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

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
others (pension funds)




Information in Chicago Budget Books:

e Descriptions of the Documents:
— Overview and Revenue Estimates
— Recommendations
— Program and Budget Summary
— Draft Action Plan




Information in Chicago Budget Books:
Overview and Revenue Estimates

 Available online

* Public-friendly document

* Narrative description of Chicago’s budget priorities

Charts that breakdown revenues and expenditures

* Explanation of budget process




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)
broken down by Fund

* Information about positions and salaries

 Summary charts for grants




Information in Chicago Budget Books:
Program and Budget Summary

* Hybrid of data charts and narrative explanations for
City department budgets

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

* Presents performance measurement data for each
department




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
— City strategic plan
— Grant amounts
— Grant funded positions and salaries




Information in Chicago Budget Books:

* Where to Find Information About:
— Revenues
— Expenditures
— Personnel

—Programs




Where Can | 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 | read a budget chart? (O&RE, p. 109)




Where Can | Find...?

Budget Information by Program:

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

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

 How much does the City spend on public safety
each year? (P&BS, pp. 151-154.)




Where Can | Find...?

Information on the Mayor’s Recommendations:

* How do | read the Mayor’s budget
recommendations? (Rec, p. 1)

* Where can | find salary information for each city
department? (Rec, p. 313.)

— Streets and Sanitation Deputy Commissioner
* Number of Employees
 Salary Rate

* FY2009 Recommendation; FY2008
Appropriation




Where Can | Find...?

Information on Grants Made by the City of
Chicago:

* Where can | find general information about the
money Chicago distributes? (Action Plan, pp. 1-
2.)

— Itemizes large grants

* Where can | 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




How Civic Federation Analyzes the Budget:

e 2-4 weeks
* Analysis contains:

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

— Position and explanation: support or oppose
e Public testimony and release analysis to press

* For copies of our previous analyses of Chicago
budgets, please go to www.civicfed.org/library




City of Chicago Financial
Statements




Financial Statements Presentation
Overview:

 What are the Financial Statements?
* Auditing:
— Purpose of Auditing
— Audit Letter and Opinion
* Key Parts of the Audited Financial Statements:
— Management’s Discussion and Analysis
— Statement of Net Assets or Balance Sheet

— Statement of Revenues, Expenditures and Fund
Balances for Governmental Funds

— Statistical Section




What are Financial Statements?

* Financial statements: Reports that describe financial
status 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.




Auditing:

The financial statements are audited.
An audit provides an independent basis for management assertions.

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

4. Four possible audit opinions:

— Unqgualified 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
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 regard
to fixed asset reporting)

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

5. See example of auditor’s letter




Comprehensive Annual Financial Report
(CAFR):

1. Introductory Section (Not Audited)
2. Financial Section (Audited)
— Management’s Discussion and Analysis
— Government-Wide Financial Statements
 Statement of Net Assets (Balance Sheet)
 Statement of Activities
— Fund Based Financial Statements
— Notes (Narrative)
3. Statistical Section (Not Audited)




Management’s Discussion & Analysis (M
D&A):

e “Plain English” introduction to the financial
statements

 Compares current year to prior year finances

e Explains differences between budgeted & actual
amounts

* Describes capital asset & long-term debt activity

e Discusses any special conditions that may impact
the government’s future financial condition such
as “special & extraordinary” events

e 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.

* 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?

* Will that money be repaid in the near future?
 See example on p. 18 of your handout




Balance Sheet Components:

e 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
Assets = Liabilities + Net Assets




Changes in Net Assets:

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

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

— Revenues
— Expenses

— Net Assets at the Beginning of the Year and the End of the
Year

* See example on p. 20 of your handout




Statistical Section:

* Last section of the financial report (Part Ill)

* Itis not audited

* Contains wide variety of fiscal information

Historical balance sheet data (5 years)
General Government Revenues (7 years)
General Government Expenditures (7 years)
Uncollected property taxes

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 Chicago




Example of Information Contained in
Statistical Section:

e List of most expensive buildings in Chicago

e City of Chicago Population

* List of principal, non-government employers and how many
people they employ

* Actual employee totals, broken down by category

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




Additional Information: Budget

* For further budget information:

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

—Go to: “Your Government”, “City
Departments”, “Budget &
Management” and/or “Finance”




Additional Info: City of Chicago website

) City of Chicago - Mozilla Firefox ==
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Additional Budget Info: City of Chicago website

City of Chicago - Your, Government - Mozilla Firefox
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August 27, 2009
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Additional Budget Info: City of Chicago website

City of Chicago - City Departments - Mozilla Firefox

File Edt Wiew History EBookmarks Tools  Help
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City Clerk of Chicago
City Treasurer's Oifice
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-

Board aof Ethics
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*.
MANAGERIERNTT °
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Cyltural Budget &
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creative use oftechnalogy to make Chicago a safe place ta live, work and

-
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\Waell\ !t‘%& play.
§m B,
) 3 Business Affairs & Licensing

Business Affairs and Consumer Protection
BACP ensures a fair and vibrant market place for bath businesses and
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Rosemarie 5. Andolino
Executive Director husiness education and access to resources, enforces the Municipal
Code, and protects consumers fram fraud.

Done
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Additional Budget Info: City of Chicago website

City of Chicago - Budget & Management - Mozilla Firefox

File Edt Wiew

O -c

History — Bookmarks  Tools
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Department Home
2010 Budget
2009 Budget
2003 Budget

Tax & Financial
Agsistance

Managerment Initiatives
Grant Programs
Capital Improvements
About OBM

Archives

1 Want To...

¥ Find out sbout Income Tax

Assistance
¥ Find out about the

2008-2012 Capital
Improvement Program

@ Contact Info

For Residents

For Business Exploring Chicago Your Government

OFrFicE OF BUDGET AND MANAGEMENT

Ann MeNabb, Acting Budget Director

~ | city of chicago

25-Aug-2009

ity's fiscal condition and increase
taxpayer value.

2010 Preliminary Budoet Public Hearings

2008 2012
: OBM NEews| o
IMPROVEMENT
30-Jul-2009  City of Chicago Releases 2010 Preliminary Buddget PROG RAM
28-May-2008 City Seeks Public Cormmenton Use of 22 4 Million in R e 2
CDBG Funds to be Received Under Federal Economic Ber o = &
Stimulus Pragrarm
07-May-2009 Recession Continues to Effect City Revenues, Mow $96
million Below Projections
Mayor Daley Qutlines Mew Steps to Address Citv's Budoet
Deficit
31-Mar-2009  City Takes Steps to Ensure Effective Parking Meter Systerm
Operation
06-har-2009 ity Budget Continues to Feel Impact of Mational
Eecession; Revenue Below Projections by $64 Willion
13-Feb-2008 City Closes Parking Meter Transaction
10-Feb-2008 City's Mew Wanagement Stens to Save §9.2 Million

Done

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

Wiew  History Bookmarks  Tools  Help

c fat l: wo | htkpeffegoy . cikyaFchicago, orgfcity fwebportaliportalProgramaction,do?BY_SessionID=@@@@2092050260,1251 7.7 -
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f steps #1 -3

Dedicated to senving the people of Chicago by nurturing, enhancing,
camplementing, and marketing Chicaga's cultural resources.

Mayor's Office for People with Disabilities (MOPD) a bove [ ]

MOPD seeks to meetthe diverse needs of the maore than 600,000 people
with disabilities who live and wark in Chicago. The agency's goal is to make
Chicago the most accessible city in the nation!

Environment
The Department develops ervironmental policy and enfarces the City's
environmental regulations. It promotes natural resource conservat

pollution prevention, energy efficiency and public oufreach.
Family and Support Serices

e
Family and Suppont Services is dedicat supporing a continuurm of 2. CI ICk On
coordinated serices to enhanc ives of Chicago residents, particularly
“Finance”

thaose moastin need, from through the senioryears.

Finance
Also known as the Office ofthe City Comptroller, this department manages
the City's cash flow, debt portfolio, financial reporting, vendor payments,
employee payrolllbenefits and risk insurance activities.

Fire Depattrment
Promotes fire safety, emergency care and extinguishment of fires.

Fleet lanagement

Manages, maintains and purchases the fleet of vehicles and eguipment for
the City of Chicago and other governmental agencies ranging from
passenoer cars to heawy trucks, off road equipment and fire apparatus.

General Services
Responsible for managing the safe and efficient operation of all City
facilities.

Geographic Information Systems
GIS is a division ofthe Chicago Department of DalT. Most of what the city
does in some way involves land, property, roads and other geographic v

http: ffegoy. cityofchicago, orgfcity fwebportal/portalEntityHomeAction, do?BY_SessionlD=@@@@2092050280, 12514037 78@@@@EEY_EnginelD=ccceadeisgkejedoefecelldifhdfif, 0f&=ntityName=Budget+8:+...
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Additional Finance Info: City of Chicago website

City of Chicago - Finance - Mozilla Firefox

File Edt Wiew History Bookmarks Tools  Help

@ - c et |: = | htbpeffegovy. cityofchicago orgfoity fwebportal/portalEntityHomeActiondo?BY_Session[D=@@@@2092050280.1; i? - ' city of chicago
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“fou are here: Home * Your Government ® City Depatments * Depatment of Finance

The Department of Finance - Comptroller's Office, is
responsible for managing the City of Chicago's
financial resources. Departmental responsibilities
include cash flow and debt management, process-
ing vendor payments and payroll, maintaining
official financial records and preparing financial

Department Home
Operations

Public Private
Partnerships

Financial Statements
Bond lssuances

About the Departrment

Archived MNews

1 Want To...
b Accessthe Concession

L — Operations P
EATE ar
) Fayment Operations - Yendors Fublic Private Partnership Inf...
Drovevritoeen Parking
e Fayroll Operations - Emplovees Ascet lease Agreements

-

Oigtain the: status of &
wendor payment

Financial Statements Bond Issuances

. 2003 Bond Fees

¥ Seek employiment or intern

with the Department 2004 Deht
¥ Find out about Employee 2005 Deht Service Schedules ]

Benefits 2006 Ratings & PﬂYM ENT
b Reguest duplicste

employee W-2 or stop 2007 s EARc H

payment Aboutthe Department Archived News

Done

—
i4 start @ b

3. Scroll
down to
“Financial
Statements

14
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Conclusion:

* Questions?

* On behalf of the Civic Federation, thank
you for taking interest in your
government and community.




