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EXECUTIVE SUMMARY

The purpose of this report is to prdwthi de th
detailed recommendations on ways to addrebkse  Gariduy fihancial challenge®n

February 14, 201,xhe Civic Federation releas€thancial Challenges for the New Maywhich
identifiesthe most significanfiscal issuesacing the City of Cltago! Recommendations for a
Financially Sustainable City of Chicagexpand on the previous report with specific
recommendationfor various functions of City governmemt.unique opportunityor reform
existsas the first new mayor of the City of Chiceigp over twenty years begins his
administation Equally significant wee the 2011 City Council elections, which paved the way
for eighteen new aldermea take office representing the largest City Council turnover in
decadesWith collaborative effortalready initiated, the Citglso has avilling partner for

reform in the new Cook County administration.

This reportprovides recommendatiorier creating a government that is more efficient, less
costly and more accountable. It contassnerecommendatins that can beriplemented
immediately in the current fiscal year and otherY2012 or FY2013Cooperation between

City Council and the Mayas key to implementing all of the major recommendations contained
in this report. It is also their responsityilto oversee an efficient City and address critical
budgetary issue#n some cases, major efforts for reform require further cooperation from the
lllinoi s General Assembly and Governor in order to pass needed legislation.

Mayor Rahm Emanuel and CityoGncil members will need to make difficult choices to close

the immediate budget gap of at least $600 million and set the City on a path-terfarfgscal

stability. Althoughthe recommendations in this repiortmany instances go beyond théZ12

budge gap,the Civic Federation urges the City to addiesth its immediate FY2012 deficit and

its structural deficitvith along-term planningstrategt hat wi I I cut cost s,
term liabilities, improve the processes with which City s&wiare administered and make
investments for future cost savind$heCi vi ¢ Feder at i o miénsfythee c o mme n
responsible officials to lead and implement these chaagesglinefor implementation anthe
relativefinancial impact. When applicaslthe recommendations include kagposalutlined

in Mayor Emanuel 6s fAChicago 2011 Transition
inauguratiort.

The followingindex andnat r i x of the Civic Federationés
of the repat and illustratee a ¢ h  r e ¢ o mimanaia impact and &lative ease of
implementatonThe i ndex | ists each of the Civic Fef
they appear in the repo&ome of the key recommendations include:

1 Addressing esalating personneloststhrough actions such as layoffs, benefit reductions
and changes in staffing structuvehich would yielda high financial impacand could be
initiated by the Mayar

1 Implementing pension reform including reducing benefits not aetesl by current
employees and increasing both employer and employee contributions, which would yield
ahigh financial impact but would requistate legislation

! The report can be accessed at www.civicfed.org/daieration/publications/financiahallengesnewmayor
chicageanalysisandrecommendations.
2The Chicago 2011 Transition Plan is availablbtgi://www.cityofchicago.org/content/city/en/depts/mayor.html
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1 Addressing the inefficienciesseb edded i n the Cityodés infras

including issues related to collective bargaining and organizational structure, which

would yielda high financial impact but would require the cooperatd the Mayor and
City Council; and

1 Implementing a number of budget format and process initiatives totmhke Ci t y 6 s

government more transparent and financially stable, which couitdtia¢ed by the
Mayor and would have a low financial impact.

The Civic Federation urges Mayor Emanuel and the City Council to put Chicago on the path to

long-term fiscal sustaiability by implementing theecommendations included in this repokVe
will revisitthestatus the recommendations in oannualreviewo f t he Cjoury 6 s
testimony before the City Counahd other Civic Federation publications.
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Civic Federation Recommendation
Personnel

Develop a Plan to Reduce Personnel Count and Expenses

Pension Funds

Reduce Pension Benefits Not Yet Earned by Current Employees

Increase Employer and Employee Pension Contributions

Pursue Pension Fund Consolidation

Reform Pension Board Governance

End the City Subsidy of CPS® Employer Contribution t

Retiree Health Care

Create an Independent Retiree Health Care Trust Fund

Police and Fire Departments

I3l Conduct an Evaluation of the Police Department for Potential Cost Savings

Conduct an Evaluation of the Fire Department Staffing Structure and Deployment

Procurement

Pursue Strategic Sourcing

Improve Procurement Performance Metrics

Standardize Contracts

Improve Bill Payment Procedures and Incorporate E-Procurement

Pursue the Previously Proposed Waste Franchising Initiative

Infrastructure

iK@Reorgani ze the Cityds Infrastructure Departments

Implement a Comprehensive Right-of-Way Management Program

iFAl Centralize Inspection Services

Water and Sewer Enterprise Funds

JESIl Develop a Water Management Plan

Alternative Service Delivery

W'l Create an Alternative Service Delivery Policy

p{Ulll Restart Bidding Process to Implement a Public Private Partnership for Midway Airport

bRl Pursue Revenue Collection and Enforcement Opportunities with Cook County

Tax Increment Financing (TIF)

b2l Enhance TIF Reporting

PXI L imit Declaration of TIF Surplus

pZBCompl ete a Comprehensive Review of Chicagobs TIF Pro

Pl Develop a Formal Policy on Tax Increment Financing

Public Health Department

VISl Re-evaluate the Clinical Services of the Department of Public Health

Surplus Vacant Property and Assets

PA@l Create a Strategic Plan to Manage Surplus Vacant Property and Assets

Chicago City Council

il Reduce the Size of the City Council

Al Eliminate Ward Based Service Delivery

K[Vl Create a Policy Analysis Office for the City Council

Chicago Board of Elections Commissioners

KB Tr ansfer the City of Chicagobs El ection Function to

Chicago City Clerk and City Treasurer

kKyAll Reform the Offices of the City Clerk and the City Treasurer

Budget Process and Format

KXl Measure and Budget the Full Cost of City Programs

KYMExpand the Cityds Online Data Portal

KW Add Additional Expenditure and Revenue Data in the Budget

Increase Transparency of Property Taxes Controlled by the City and Provided to the City Colleges and Chicago

36 Public Schools

KYAl |mprove Budgeting of Grant Funds

KisHll Reform the Capital Budgeting Process and CIP

KI*lll Develop a Long-Term Financial Plan

WEnhance Cityds Budget Process
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Responsible Official(s)

Financial Impact

‘ ngh

Medium

Mayor | e
Mayor
City Council @
Mayor
City Council
General Assembly
Governor o ° @
2011 2012 2013
Time Frame for Implementation
Key

Time Frame for Implementation:
1 Within FY2011
9 Within FY2012
9 Within FY2013
Responsible Official(s):
I Mayor: Direction of Mayor or Executive Order and
Departmental Implementation
1 City Council: Passage of Ordinance
1 General Assembly: Passage of State Legislation
I Governor: Signature of Governor
Financial Impact* (5-year Projection):
1 Low: Less than $5 million
1 Medium: $5-25 million
1 High: More than $25 million

*Most recommendations reflect budgetary savings but in the case of
pensions, the financial impact reflects a reduction in liabilities for the City.




PURPOSE

In recent years the Civic Federation has become increasingly troubled by the condition of the
City of Chicagob6s finances. The Cityos fisc
economic downturn. InitB006a nal ysi s of 7tptomse€hbutlggtdie CikAcy 2 0 0
Federation cited serious concerns with the
levels and high debt burdén.

The problems identified in 2006 have only grown worsegentyears with the City resorting to
short-term solutions in order to avoid making the necessary difficult choices. This has created
new problems such as a large structural imbalance between revenues and expenditures that has
grown worse with each fiscal year and the use of a significant partithe proceeds from the

leasing of City assets close operating shortfall&s a result, the Civic Federation has opposed
three of the last four budgets proposed by the. City

However, there is now a great opportunity for chaige. first newMayor in over twenty years

took office on May 16, 201,ithe City Council has eighteen new alderraad the City has a

willing partner forreformin a newCook CountyadministrationThe Civic Federation Chicago
Finance Project was initiatéa order to capitalie on this opportunity by outlining the scale of

the challenges the City faces, generating ideas to address those challenges and building support
for change. The project is focused on presenting practical solutions that will help set the City on
a sound fisal foundation and improve operational efficiency. The overlapping units of local
government that are under the purview of the Mayor such as the Chicago Transit Authority and
Chicago Public Schools are beyond phignaryscope of this project, but also &significant

fiscal issues.

The first partof the Civic FederatiorChicagoFinanceProjectwas theFinancial Challenges for
the New Mayor of Chicageport relased in February 20T1In that report the Civic Federation
outl i ned t he isahcastard expanded bnerecdnmengaiiens nhade in previous
Civic Federation budget analgsé urgedthe Cityto aggressively move to adopt best practices
that wouldbegin to address its structural deficit. In particular that report recommended that a
high priority be to implement a formal loAgrm financial planning process thatludeskey
policymakers and stakeholdekdayor Emanuelssued an executive order on May 20, 2011 to
conduct the fiscal analysis needed for lsagge planning.Although the ordr does not cover

all the elements needed for effective laagge planning, it represents an important first step in
the process.

This reportpresents actionable recommendations to as&Egbr Emanuelandthe City Council
in addressing h e  Gtiuduskal@sficit. These recommendations are the result of several
months of research to develop ideas that go beyond what can be generated during the Civic

3 Civic FederationCity of Chicago FY2007 Proposed Budget: Analysis and Recommendatawesnber 1, 2006,

pp. 4, 5.

* The report can be accessed at www.civicfedaivig-federation/publications/financi@hallengesnew-mayor
chicageanalysisandrecommendations.

*City of MayoiEmangebSignsiExecutive Order Creating a E6agm Budgeting and Financial

Pl anning Process for t B&ayR0 2001. 0f Chicago, 0 news rele
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Federationds annual Thereevp erwt @S 1t éheo imd nyd btuidar
topic and sevice area. In May 2011, then MaylBtectRahmEmanuel released his transition

report with 35 initiatives. When the transition initiatives overlap or relate to the Civic Federation
recommendations they are noted in a box next to the recommendation. HadfeGeration
recommendation includes bullet points that describe the actions needed, the officials who are
responsible, recommended time frame for implementation and the scale of the finapadil

The recommendations are baseddata and researclcloded in appendices and in previous

Civic Federation reports.

The Civic Federation urges Mayor Emanuel and the City Council to put Chicago on the path to
long-term fiscal sustainability by implementing the recommendations in this r&gentill

reportan t he status of the recommendations in o
Civic Federation publications.

STATEMENT OF THE PRO BLEM

The City of Chicago suffers from several fiscal problems: a persistent structural defick,da |
CorporateFund reserves and growing lotgrm liabilitesFor an i n depth ana
fiscal problems and factors that have led to its structural deficit, see the first reporCofithe
FederatiorChicagoFinanceProject:Financial Challenges for #nNew Mayor of Chicagb

Persistent Structural Deficit

The City of Chicago has a structural deficit, a condition characterized by annual expenditure
increases that consistently exceed recurring revenue increases during normal economic times.
Over the padten fiscal years, the City has had significant budget defitits.budget gaps have
grown from $58.3 million in FY2002 to $654.8 million in FY2011. For FY2012 Budget Director
Alexandra Holt has estimated the deficit to be between $600 and $700 filhese deficits
grewdramatically because the City failed to implement enough efficienoesedeep enough
spending cuts and/or utilize new or increased recurring revehe<ity closed the majority of
theFY2011deficit using a variety ofion-recurringrevenue sources, some of which will create
greater costs in the future and all of whadntribute tcan enormous deficfor FY2012

The increase in the Cityds annu athatitsexgegses de
are outpacing its xenuesThe City has experienced deep revenue declines in recent years due in
part to the economic recession that officially ended in June 2009 and its lingering after’ effects.
The City reported in October 2010 tha¢xpected to losa cumulative totabf $734.3 million in
economicallysensitive revenues between the 2007 revenue peak and the end of 21810 and

®These findings have been pointed out in numerous re
the proposed FY2011 City of Chicago budget available at http://www.civicfed.org/civic
federation/publications/citghicag-fy2011-proposeebudgetanalysisandrecommendations (last visited on June

13, 2011).

" The report can be accessed at http://www.civicfed.org/daderation/publications/financi@hallengesiew
mayorchicagoeanalysisandrecommendations.

®HunterClas s, fABudget Chief: No ChitagoWews €oopermitiydunel7j201d. Thi s

° The National Bureau of Economic Research announced on September 20, 2010 that the recession that began in
December of 2007 ended in June 2009. National BureBaaiomic Research,
http://www.nber.org/cycles/sept2010.htffdst visited on October 25, 2010).
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http://www.nber.org/cycles/sept2010.html

projected an additional $297.2 million loss for 204However , the Ci tyods def
due solely to the recent recession. Spendingbasnued to rise. Between FY2007 and
FY2011, net appropriations for all local funds will have increased by 8.6%, rising from $5.7
billion to $6.2 billion** Corporate Funappropriationsvill approact$3.3 billion in FY2011, an
increase of 5.4% or $165t8illion from FY2007+

Personnel services are the single biggest expenditure in the Corporate Fund budget, constituting
83.2% of the$3.3 billionFY2011 adopte@ppropriation Nearlytwo-thirds (64.5%) of the

FY2011 personnaxpensesarefor fire, police and emegency managemerippropriations for
personnel will have increased by 9.@er five yearsrising from $2.5 billionin FY2007to

$2.7 billionin FY2011 Personnel costhave been risingespite a reduction in the Corporate

Fund vYé)rkforce of 221 full-time equivalent (FTEpositions, or 7.6%, over the same time

period.

Inadequate Corporate Fund Reserves

Fund balance is an important financial indicator for governments because it measures a
jurisdictionds capaci t igs’The Ciyihasbeen wilizingitf i nanc| a
Corporate Funfund balance and other reserves aapidrate.Between FY2000 and FY2009,
the Corporate Fund unreserved fund balance dropped from $80.7 million to just $2.7 million.
Even during times of economic siigtly and growth when the City could have been replenishing
its Corporate Fund fund balance, it was spending it down.

Growing LongTerm Liabilities

The City of Chicago has a relatively high and growing level of bonded debunfineded
liabilities oftheC i t per@si®n funds have also increased rapidly in recent gedrwvill require
dramatic action in order to maintain solvency infilmeds Between FY2000 and FY2009 the
City of Chicagobs net direct debttosé®Pbiionby 121
During the same time periothe Cityd debt per capitancreased by21.9%or by $1,302 per
capita. This upward trend in debt per capita is cause for concern for the City of Chicago. It
threatens to furt her,makndhooosingnfoe expangivgndcouldc r e d | t
limit available capacity for additional borrowing.

The City is facing a severe pension crisis. In April2@1bbe Ci t yds Commi ssi o
Chicagobs Pension Funds r e pfumdswetk likehtarunouthe Pl

19 City of Chicago, FY2011 Budget, Overview and Revenue Estimates, p. 63.

! City of Chicago, FY2007 Apmpriations Ordinance, p. IX and FY2011 Appropriations Ordinance, p. 3.
12 City of Chicago, FY2007 Appropriations Ordinance, p. V and FY2011 Appropriations Ordinance, p. 6.
BThe Cityds definition of personnelyeesbenefisiaeacdudddinc| udels ¢
the ASpecific Items/ Contingenciesd category while pelnsi
14 City of Chicago, FY2007 Appropriations Ordinance, p. V and FY2011 Appropriations Ordinance, p. 6.
15 City of Chicago, FY2007 anBlY2011 Appropriations Ordinances.

Craig S. Maher and Karl Nol | e rPhoe rng ésoVeensiefdEivance i t i ng Klent
Review October 2009.
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of assets within ten years if nothing was dbfighe Police and Fire pension funds were only

43.6% and 36.5% funded in FY2068 an actuarial value bastbe funded ratio for the

Municipal Fund was 57.0% and the Laborersdruras 79.4%°2 A funded ratio below 80% is a

cause for concern as it raises questions about the ability of the government to adequately fund its
retirement systems overtiméebhe Ci tyds pension crisis has b
years of contribtions that were insufficient for the level of benefits promised.

These structural challenges are not simply the result of current economic conditions. According
to the City, 2007 was the peak yéar economically sensitive revenuEsThe City began usin
Skyway MidTerm Reserve funds to balance its budget in 2005. Between FY2000 and the peak
year of FY2007the City drew down its Corporate Fund fund balance by $76.0 million or 94.3%.
The fiscal years from 2004 to 2007 were a boom time: sales and usevepeegrowing an

average of 7.8% per ye#treal estate transfer taxes reached record fé\aisl the City had a

new revenue stream in the form of interest earnings from the SkywayTengReserve Fund.

At a time when the City should have been presgraimd adding to reserves it was already
startingto deplete them.

There have been costly consequences to the
October 28, 2010 Fitch announced o wngr ade of the Cityds out s
bonds fom AAtoAA-, citing the Cityds accelerated us
recurring revenues for operating purposes as a key factor in assigning the dofhigrade.d y 6 s
downgraded theatingontheCi t y6s out st andi-terg gcieal oBligatianl | i o n
debt to Aa3 with a stable outlook from the previous rating ofiAa®ugust 2010The reasons

given for the downgrade were that Chicago is overly dependent on asset lease reserves that are
being rapidly depl etasedeverdyhreerfinddd gihihiiihe Gign s i o n
maintains an above average dehiden characterized by a slow-$&ar payout® In November
2010,Standard& Po omr@educed t he CityobstoAgdlsoatiggtiene st e
Cityos r el i aestobalamace the uddéiThese downgrades will increase the cost

of future debt obligations at a time when the City can least afford it.

YCity of Chicago, Commission to Strengthen Chicagobs
http://www.cityofchicago.org/city/en/depts/obm/provdrs/perf _mang/news/2010/apr/commission_tdhsinehita
gospensionfundsreleasesreportonfisc.titast visited on January 31, 2011).

8 These are funded ratios based on the actuarial value of assets. For a discussion of actuarial value see Civic
Federati on, iStatus of [200c0a9l, OP eFnesbirouna r Fyu nldOi, n g2 OFLils, ¢ aalt
http://www.civicfed.org/civiefederation/publications/statdscalpensionfunding-fiscalyear2009-evaluationten

localgov.

9 City of Chicago, FY2011 Budget, Overview and Revenue Estimates, p. 63.

2 City of Chicago, FY2011 Bdget, Overview and Revenue Estimates, p. 55.

2L City of Chicago, FY2011 Budget, Overview and Revenue Estimates, p. 45.

ZFitch Ratings, AFitch Rates City of Chicago, |L GO
GOs, 0 August b5gs20dBité&éhtbDbobwRgtades Chj c@gbl odbk 6Re GIO
Stable, d October 28, 2010.

BMoodyb6s Il nvestors Service, fCity of Chicago High Pr
however, that Chicago has a large and diverse ts, litastill maintains reserves from the Skyway loeign lease

and management has taken steps to reduce expenditures.

“Tim Jones, fAChicago6s Credit Rating | s Bloomeerged by S
November 5, 201Mttp://www.bloomberg.com/news/204-05/chicages-creditratingis-loweredby-s-p-amid-
concernaboutcashreserves.htnflast visitedon November 9, 2010).
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http://www.cityofchicago.org/city/en/depts/obm/provdrs/perf_mang/news/2010/apr/commission_to_strengthenchicagospensionfundsreleasesreportonfisc.html
http://www.cityofchicago.org/city/en/depts/obm/provdrs/perf_mang/news/2010/apr/commission_to_strengthenchicagospensionfundsreleasesreportonfisc.html
http://www.bloomberg.com/news/2010-11-05/chicago-s-credit-rating-is-lowered-by-s-p-amid-concern-about-cash-reserves.htm
http://www.bloomberg.com/news/2010-11-05/chicago-s-credit-rating-is-lowered-by-s-p-amid-concern-about-cash-reserves.htm
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The foll owing sections of this repooatheCjiyr es e
Council and Mayor grouped by topic. Each section begins with basic information and data about
the topic. In some cases, the reader is referred to more extensive data in an Appendix.

Each section then highlights specific Civic Federation coscaout the topic and lists
recommendations that address those concerns. It is noted where the Civic Federation has
previously taken a position supporting a program or practice.

Each Civic Federation recommendation ends with bullet points that deseriaetitns needed,
the officials who are responsible, the recommended time frame for implementation and the scale
of the financial impact.

1 Action(s) Needednclude actions such as direction from the Mayor and departmental
implementation, executive ordertycordinance and state legislation.
1 Responsible Official(s)are the persons authorized to take the needed actions, such as the
Mayor, City Council, General Assembly and Governor.
1 Time Frame for Implementation is an approximate target date for full implertegion
and includes the end of the current fiscal year, FY2012 and FY2013.
1 Einancial Impact (5-year Projection) is an approximation of the fivgear financial
impact of a recommended action. These approximations are intended to offer a general
sense of rmgnitude and were developed without the financial data needed for more
precise estimates. In most cases the financial impact reflects budgetary savings but in the
case of pensions, the financial impact reflects a reduction in liabilities for thdrCity.
casesvhere the Civic Federation recommends evaluation of an issue in order to
determine what action should be takéw, financial impact is aapproximatiorof cost
savingsfrom that would accrue from action taken.
Low: Less than $5 million
Mediun $5-25 million
High: More than $25 million

When initiatives included in then May&| ect Rahm Emanuel 6s May 20

overlap with Civic Federation recommendatiaihgy are noted in a box next to the
recommendation.

The Executive Summary preseattist of all recommendations, accompanied by a matrix that
groups the recommendations by responsible officialtiamel frame for implementation. The
financial impact of each recommendation is represented by the size of the icon.

AppendixA describesthenet hodol ogy and sources used to
recommendations.
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PERSONNEL

TheCity of Chicag® EY2011 Program and Budget Summedgscribes the proposed position
count and personnel services aptpforalplocal furids on s
and grant funds. Positions are reported by department function-asikquivalents (FTE),

which include partime and hourly wage earners. Departmental appropriations for personnel
services include wages and salaries, but danchide related expenses such as pension and
healthcare paymentisatare collectively represented in General Financing Requirements
(Department 99 TheFY2011 Budget Recommendatijamhich is voted on by the City Council

to create th&Y2011 Appropriatio Ordinancegescribs position count and personnel services
appropriations by fund. Position count is represented byifu# positions only, though

personnel services appropriations reflect expenses fetirhél equivalent positions, including
personnkrelated expenses such as pension and healthcare costs. For the purposes of this report,
the Civic Federati on {imeegssitidnicoant $incedlpeadcudaste pr o p
number of fulltime equivalent positions is not provided in the approvpgrépriation

Ordinance.

13

0O S




In the past ten years, the City has reduced its budgeted workforce by 5,880dpositions or
15.2% from 38,802 in FY2002 to 32,922 in FY2G1During the same time period, local fund
appropriations for personnel servicesdbrfull-time equivalent positions, which include

sal aries, health care, overtime pay, workergsbo

increased from $2.8 billion to $3.3 billion or by 17.7%.

City of Chicago All Local Funds Personnel Services Appropriationand Full-time Positions
FY2002-FY2011(in $ millions)

$3,500 = Personnel Services 40,000
-I-FuII -time Positions $3,305.6
$3,160.9 $3,189.2 $3,187.9

$3,029.6

35,000
$3000 T $28733 o, aon s

$2,807.3 $2,820. 6
$2,712.2

$2,500
$2,000
$1,500
$1,000
$500
$_ d

FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY2008 FY2009 FY2010 FY2011
Source: City of Chicago FY2002-FY2011 Appropriation Ordinance, Summary D; City of Chicago FY2011 Budget, Overview and Revenue Estimates, p. 73.

30,000

25,000

20,000

15,000

Full-time Positions

10,000

5,000

The majority of personnel services costsadatermined by collective bargaining agreements

with unions. Of the Cityds workforce, approixi

positions are represented by uniéhi addition to the $3.3 billion personnel services
appropriation, the Citygpropriated $2.3 billion to specific items and contingencies, which
among other City expenses include some persewetald costs such as hospital and medical
expenses for employees not covered under the Workers Compensatfdn Act.

%5 City of Chicago, FY2011 Budget, Overview and Revenue Estimates, p. 73.

% City of Chicago, FY200F Y2011 Appropriation Ordinance, Summary D.

% City of Chicago, FY2011 Budget, Overview and Revenue Estimates, p. 72.

BEorfurtherdatmn t he City of Chicagods appropriations by
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Corporate Fund®

Personnkservices are the single biggest expenditure in the Corporate Fund budget, constituting
83.2% of the $3.3 billion FY2011 appropriation ordinance. Nearly-thiads (64.5%) of the

FY2011 personnel expenses are for fire, police and emergency managemeupriappns for
personnel, which include healthcare and pension expenses, will have increased by 9.0% over five
years, rising from $2.5 billion in FY2007 to $2.7 billion in FY2011. Personnel costs have been
rising despite a reduction in the Corporate Fwadkforce of 2,201 fultime positions or 7.6%

over the same time period.

City of Chicago Corporate Fund Adopted Appropriations and Full-time Positions
FY2002-FY2011(in $ millions)
$3,500.0 35,000
$3,000.0 - 30,000
» $2,500.0 - 25,000
c
3=y
3 2
= $2,000.0 - 20,000 5
2 3
3 g
< $1,500.0 - 15,000 o
- 1S
2 =
S S
S $1,000.0 - 10,000 7
<
$500.0 - 5,000
$- I
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
[ Other $3.0 $2.7 $2.5 $2.4 $3.4 $3.6 $3.4 $2.5 $2.4 $2.2
=3 Specific Items/Contingencies | $128.4 | $127.4 | $135.5 | $178.8 | $188.4 | $224.7 | $212.8 | $181.3 | $194.3 | $190.5
B Commodities $49.5 | $45.2 | $41.4 | $43.1 | $52.6 | $63.2 | $87.6 | $68.0 | $55.6 | $53.9
B Contractual Services $285.4 | $256.5 | $255.0 | $269.1 | $285.8 | $315.0 | $335.9 | $308.3 | $301.9 | $302.6
= Personnel Services $2,061 | $2,118 | $2,171 | $2,297 | $2,421 | $2,491 | $2,598 | $2,626 | $2,625 | $2,714
Total $2,527 | $2,549 | $2,605 | $2,790 | $2,952 | $3,097 | $3,238 | $3,186 | $3,179 | $3,263
== Full-time Positions - - 29,386 | 28,771 | 28,890 | 29,020 | 29,015 | 27,471 | 27,097 | 26,819
Note: Full-time position numbers for 2002 and 2003 were unavailable. Figures are adopted budgets.
Source: City of Chicago Annual Appropriation Ordinance FY2002-FY2011, BudgetOverview and Revenue Estimates FY2004-2011.

®For further data on the City of Chiime pogitodsdyfyne ses onn e |
Appendix D of this report.
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Public Safety®

The majority of the Cityods
positions or 66.4% of the

wor kf orcdimei s i n

Ci t yhé mopased nkmbey of c e .

full-time positions because the adopted number is not available in the FY2011 Appropriation

City of Chicago FY2011 All Local Funds Full-time Positions
by Function

Ordinance.

FY2011 Percent of
Function Proposed Total
Public Safety 21,850 66.4%
Public Service Enterprises 3,417 10.4%
Infrastructure Services 2,768 8.4%
Finance and Administration 2,502 7.6%
Community Services 1,169 3.6%
Regulatory 627 1.9%
Legislative and Elections 358 1.1%
City Development 231 0.7%
Total 32,922 100.0%

Source: City of Chicago FY2011 Budget, Overview and Revenue Estimates, p. 74.

30 For further aalysis of personnel concerns in public safety, see the Police Department section of this report on

page27 and Fire Department section of this report on gage
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The largest appropriation for personnel services is for the Chicago Police Department with
nearly $1.3 billion or 38.3% of tal personnel services for all local funds. The Fire Department
represent$491.0 million or 14.9% of total personnel services. The appropriations do not include
personnelelated expenses such as pension and healthcare payments because the City budgets
those costs collectively for all departments in the Finance General appropriation. The total
appropriation for payments of pension funds, benefits, tort andanbjudgments and claims
under workersd compensati on, unoecomrbhctswase nt i
nearly $1.1 billion for FY201%*

City of Chicago FY2011 All Local Funds Personnel Services Appropriation
by Department

Other
$529,795,420
16%

Police
$1,265,015,641
38%

Finance General
$627,602,112
19%

Transportation

$72,685,387
2%
Water
Management /
$157,791,571 Streets and Fire
5% Sanitation $490,970,611

0
$161,714,273 15%
5%
Source: City of Chicago, FY2011 Appropriation Ordinance, pp. 4-11.

Civic Federation Concerns

Despite reductions in fulime equivalent positions over the past decade, persoglagétd costs
have significantly increased. rBdsiage@playeeansl f i
retiree pension obligations, the cost of healthcare for City workers and retirees and significant
tort liability claims against the Ci{? According to the City, most personsrelated costs are

tied to the rates of wages, benefits aedsions developed through collective bargaining

3 Includes appropriations for pension fsnémployee benefits, compensation and insurance and payment of
judgments under General Financing Requirements for all local funds. City of Chicago, FY2011 Annual
Appropriation, p. 15.

%2 City of Chicago,The 2% Century Commission on City Governmexbvenber 6, 2008, p. 33.
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agreements. For further analysis of pensigated concernsee the Pensiaection of this
report on pagéo.

The City has made agreements with the Coalition of Union Publpldy®es (COUPE) and

Unit Il (civilian public safety) to reduce work weeks, unpaid holidays and to replace some
overtime with compensatory time, and has requireduroon workers to take unpaid

furloughs® The Government Finance Officers Association (GF@aies that reduced hours

and furloughs may lower the cost of fringe benefits that are based on salary, but they will not
impact benefits like health care which are provided irrespective of Saldealth care costs are

a significant part of Corporate Fdirexpenditures and each year the City must absorb the added
costs of employee health care. In FY2011 employee health care costs represent $408.7 million or
12.5% of the proposed Corporate Fund expenditires.

Civic Federation Recommendation
The Civic Fedation makes the following recommendation:

1. Develop a Plan to Reduce Personnel Count and Expenses

For a number of years, the City of Chicago has made efforts to reduce personnel costs in the
shortterm with hiring freezes, furloughs and reduced work hourt @érsonnel services
appropriations representing over eighty per
Citydébs increasing annual budget shor ttérml | s,
fixes. In order to have a substantialpacton expenditurs, the Citymust address its personnel

count and identify cost savings within personrehted expenses. The City must develop a plan

to determine how it can significantly reduce its workforce and increase worker productivity

while mantaining its goal to providehiggu al i ty services efficient
primary focus should be to reduce ftithe equivalent positions overatipwever the City

should prioritize maintaining revemnypgoducing positions. Since over eiy percent of the
Citybés workforce is represented by coll ecti
negotiat% 6new contract terms that will address the rising costs of employee benefits and salary
increases.

The City must address major conceimduding chronic absenteeism and excessive layers of
management that contribute to considerable amount of government waste-diégydtahm
Emanuehasnoted that a thirtghree percent daily absentee rate has led to service cuthacks

the Department oBtreets and SanitatichThe City must identify the contributing factors that

have led to such a high level of absenteeism and look for ways to combat abuse and realize cost
savingsAs part of his plan to cut $75 million from the current budget, Mayoarttral is

reducing senior management payrolls by 10% for a savings of $5.5 mfllivaddition, the

% City of Chicago, FY2011 Budget, Overview and Revenue Estimates, pp. 72, 73.

¥See Government Finance OffiTteeat Aesbsiboi dne WFilkca
http://www.gfoa.org/index.php?option=com_content&taskw&id=1162&Itemid=462 (last visited June 7, 2011).

% City of Chicago, FY2011 Budget, Overview and Revenue Estimates, p. 73.

% For additional analysis of collective bargaining issues, see the Infrastructure section of this repordén page
Fran Spielman, fARahm Emanuel war ®ikago SudimésiMays,201l.ab or
¥City of Chicago, fAOn His First Day |In Office, Mayor
City Budget, ayl7e2®g. rel ease, M
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City must look at management levels édhercost savings, including unnecesskayersand
supervisory roles.

Action(s) Needed: Direction of Mayor
Resmnsible Official(s):Mayor

Time Frame for Implementatio@011
Financial Impact: High

= =4 =4 4

PENSION FUNDS

The City of Chicago maintains four employee pension funds: the Fire, Pdlicecipal and
Laborerdos Rpnds$. 2010 the Ciny€&€bi CagmdssPens
reported that the Police and Fire pension funds were likely to run out of assets within ten years if
nothing was don& The Police and Fire pension funds were only 43.6% and 36.5% funded in
FY20090n an actuarial value basthefunded ratio for the Municipal Fund was 57.0% and the
Laborers Fund was 79.4fnded*° A funded ratio below 80% is a cause for concern as it raises
guestions about the ability of the government to adequately fund its retirement systems over
time.

Funded Ratio - Actuarial Value of Assets for City of Chicago Pension Funds:

2000-2009
—o—Fire —#-Police Laborers =>Municipal
160.0%
140.0% |- 133.9%
125.2%
120.0% < 111.3%
103.1%
98.5%
100.0% - 94.5% — 93.3% 93.9% — gp gop —— 95:0%
86.8%
79.4%
80.0% +——
711% 70-5% 64.6% 68.5% 6720  67.6%
°7 61.4% 62.9% o oo
o 55.9% 0%
60.0% o— > . B
50.7% 49.3% 50.4%
0, . 0,
s0.4%  602% A713% 43 6%
40.0% 47.4% 42'3 o * < 4*2 o *
3% 41.8% 40.4% 1% 0
0-4% 398% 3650
20.0%

0.0% T T T T T T T
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Note: Actuarial Value of Assets smoothesinvestmentreturns over five years.
Source: Fire, Police, Laborers & Municipal Employees Pension Fund Annual Financial Reports FY2000-FY2009.

¥City of Chicago, Commission to Strengthen Chicagods
http://www.cityofchicago.org/city/en/depts/obm/provdrs/perf_mang/news/2010/apr/commission_to_strengthenchica
gospensionfundsreleasesreportonfisc.htedt(Visited on January 31, 2011).

“OThese are funded ratios based on the actuarial value of assets. For a discussion of actuarial value see Civic
Federation, fAiStatus of Local Pension Funding Fiscal
http://www.civicfed.orgéivic-federation/publications/statdgcalpensionfunding-fiscalyear2009-evaluationten

localgov.
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In FY2009 there were 53,001 employees participating in the four pension’furddsever,

roughly 52.2% or 16,481 of the 31,586 active members of the Municipal Fund were employees
of the Chicago Public Schools (CPS), not the &i@PS does not make an employer

contribution to the Municipal Fund. The City makes the Municipal Fund employer contribution
through its property tax lev.

Additional financial data on the pension funds is provided in Appeadix

Thestatutoryemployer and employee contributionsto@e t yés pensi on funds
to respond to the fiscal health of the funds. Employee contributions are a fixed percentage of pay
and the Cityds contributions are a multiple
The City 06 sshasdees caused lacgely by consecutive years of contributions that have
been insufficiento meetthe level of benefits promised, exacerbated by significant investment
losses in FY2008!

The lllinois General Assemblgassed and Governor Quinn signedsigant lawsaffecting
Chicagods Municipal and Laborersd pension f
funds in December 2010. Public Acts08389 and 96,495 created reduced benefit tiers for new
members of the Ci t gdoosoréfterdanuap &,2®&L1. Over timaitihedes h i
benefit changes for new hires will slowly reduce liabilities from what they would have been as
new employees are hired and fewer members remain in the old benefit tier.

Public Act 960889 did not chageempbyer or employee contributions to the Municipal and
Laborersd Funds. Both funds are stild/l proj e
the reduced benefits for new memb&Brior to the enactment of Public Act-9895, the Fire

Fund was prected to run out of assets during 2021 and the Police Fund was projected to run out
of assets during 2028.In contrast to Public Act 96889, Public Act 961495 made a significant
change to the Citybés empl oyer Ic2015 the Citpwiltbé o n s
required to begin making contributions sufficient to bring the funded ratio of the Police Fund and

“'Civic Federation, fAStatus of Local Pension Funding
“2 Certified teachers employed by CPS participate ifftheb | i ¢ School Teachersoé Pensi
Chicago. Al ot her CPS employees are enrolled in the

Fund. Chicago Public SchoolSBpmprehensive Annual Financial Report for the Fiscal Yeated June 30, 2010
p. 73.

*3The FY2009 employer contribution to the Municipal Fund was $157.7 milann i ci p a | Empl oyees9

Benefit Fund of Chicag&@;omprehensive Annual Financial Report for the Year Ended December 31)2089,,

2010, p. 2.

“* For more discussion of these causes, see City of Chi€aganmi ssi on to Strengthen Chi
April 30, 2010, pp. 1&2. Employee and employer contributions are not related to the health of the fund. Employee
contributions are apercegta& of pay: 8. 50% for Municipal and Labore
Empl oyer contributions are multiples of the empl oyee
for Municipal; 2.0 for Police; and 2.26 for Fire.

“llinoi s Commission on Government Forecasting and Accountabilitgis Public Retirement Systems: A Report

on the Financial Condition of the Chicago, Cook County and lllinois Municipal Retirement Fund Systems qaf lllinois
November 2010, pp. 68, 88.

“%lllinois Commission on Government Forecasting and AccountaHilitygis Public Retirement Systems: A Report

on the Financial Condition of the Chicago, Cook County and lllinois Municipal Retirement Fund Systems af lllinois
November 2010, pp. 46, 108.
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the Fire Fund to 90% by the end of 2d4Qity officials have estimated that contributions will
increase by roughly $550 million, 60%, in 2015 and rise thereaff&if the City fails to make
its required contributions, the Illinois Comptroller will withhold State fund transfers to the City.

Civic Federation Concerns

The Civic Federation is concerned about the {texgh sustainabliy of t he Cit yo6s
funds. Following recent state legislation, the City now faces two distinct pension problems:

1. The Municipal and Laborersdé funds are st
years if nothing more is done; and

2. ThePolice and Fire funds are no longer on a path to insolvency but the mandated
increase in statutory employer contribution will require an enormous additional
expenditure beginning in 2015.

The Cityds pension | iabil i ttioresseededtv rescupthe wn s
funds are so substantial that the City will have great difficulty funding the current pension
promises it has made to its employees. To rescue only the Police and Fire Funds, the City will
need to contribute at least $550 milliadditional dollars beginning in 20#8Saving the

Muni cipal and Laborersdé funds from insol ven

The Civic Federation is concerned that it will not be possible to cut services deeply enough and
raise taxes highenougho make the contributions needed
TheFederation believesthath e Ci t y6s pensi on pr o thatsolvingh a s
it will require a combination of reducing benefits not yet earned by current emplogkes an
increasing City and employee contributions. Further delay in addressing the crisis will only
increase the severity of the actions that must be taken.

Finally, the Civic Federation is concerned that although Chicago Public Schools employees
constitute sghtly over half of the active employees in the Municipal Fund, the City currently
pays the entire employer contribution to the Fund. This situation is not transparent for taxpayers
and does not provide CPS with an incentive to monitor the health of theiphl Fund.

“"The Actstates that the required contributions will be calculated using a level percentage of payroll and projected
unit credit actuarial valuation method.

“8 Letter of December 8, 2010 from the Chicago City Council to Governor Pat Quinn,
http://www.wttw.com/res/pdf/quinn_letter.p@ast visited on January 27, 2011).

49 Letter of December 8, 2010 from the Chicago City Council to Governor Pat Quinn.
http://www.wttw.com/res/pdf/quinn_letter.p@ast visited on January 27, 2011).
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Civic Federation Recommendations

The Civic Federation makes tf@lowing five recommendationsegar di ng t he Ci t|y o
funds.

2. Reduce Benefitdlot Yet Earned ByCurrent Employees

The Mayor and City Council shouskek taeduce benefitaot yet earned by current employees.
They should seek actuarial projections and legal opinions on the size and type of benefit
reductionge.g., raisingheretirement age, reducing automatic annuity increase, or reducing
final average salary)eeded to niee the pension plans affordable and sustainable now and in the
future® Alternatively, employees could be permitted to retain their current benefit plan but be
required to make higher contributiots.

A reduction in benefits would not affect existing regis or benefits already earned by current
employees, but would prospectively affect future benefits earned by current empldyeeshe

best options for ensuring the sustainability of the pension funds have been determined through
legal and actuarial ahgis, these options should be discussed with labor unions and presented to
the General Assembly as soon as possible.

In the future, no benefit enhancements to the pension plans should be considered unless the funds
are at least 90% funded. Any enhancenstiould only be considered if it is funded on a-pay
you-go basis whereby employer and/or employee contributions are increased to fully fund the
enhancement. Any enhancement should also expire after five years, subject to renewal.

Action(s) Needed: Sta Legislation

Responsible Official(s): General Assembly, Governor
Time Frame for Implementatio@011

Financial Impact: High

= =4 =4 -4

3. IncreaseEmployer and Employee Contributiorts Meet the ActuariallyBased Needs of
the Funds

Employee contributionto the four @ty pension funds ara fixed percentage of pay.h e Ci t y 0|s
employermpensioncontributions are a multiple of past employee contributions, with no
relationship to the financial health of the plan.

The Civic Federation recommends that both employer antbge®contributions be tied to
actuarial liabilities and funded ratios, such that contributions are at levels consistent with the
actuarially calculated annual required contribution (ARC). At a minimum, contributions to the
Muni ci pal and ouldheputearas8dear Schedutk $o readn 90% funded, as the
Police and Fire funds were pursuant to Public Aei885.Contribution increases should be

®For exampl eal IS einmartitbe iQommi ssion to Strengthen Chi
reduction for current employees. City of ChicaGoo mmi ssi on t o Strengthen Chicaggd
2010, pp. 55%0.

*1 Such an option would be similar to a proposal that was under consideration by the General Assembly in House
Bill 149 and Senate Bill 512.
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implemented as soon as possible, because the longer they are postponed, the larger the increase
will have to be in the future.

In order to increase its employer contributions, the City will needitotherexpenditures, raise
taxesor feesor do both

The Civic Federation believes that employees need to share in the rising costs of public pension
plars and recommends that employer and employee contributions be restructured such that
employees pay a proportion of required contributions, similar to the new structure of the Chicago
Transit Authority contributions. A proportional relationship should bevbereby, for example,

the employer pays 50% and the employees pay 50% of the annual required contribution.
Whether the proportion is 50%/50%, 60%/40%, or some other ratio, it is critical that both parties
pay a share of required contributions, and thasehcontributions relate to the fiscal health of the
fund. The Commi ssion to Strengthen Glarlingagod
for additional contributions but noted that this ratio could be charfged.

Action(s) Needed: State Legislation

Resmnsible Official(s): General Assembly, Governor
Time Frame for Implementatio@011

Financial Impact: High

= =4 =4 -4

4. Pursue Pension Fund Consolidation

The Civic Federation recommends that the City study ways to consatslpansiorfunds by,

for example, merginthe four funds into a single fund, or by merging the Municipal and
Laborer$funds with the lllinois Municipal Retirement Fund and merging the Police and Fire
funds into a single Chicago Public Safety fuhds difficult to understand how the maintenanc

of four separate pension funds is either beneficial to taxpayers or cost effective for the City of
Chicago.

Action(s) Needed: State Legislation

Responsible Official(s): General Assembly, Governor
Time Frame for Implementatio2012

Financial Impact: Low

= =4 -8 -9

%2 City of Chicago, Commissionto Stgrt hen Chi cago6s Pensiofi Funds, April
23
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5. Reform Pension Board Governance

If the four City pension funds remain separate, the Civic Federation recommends that the
composition of the pension boards of trustees be reinsiee waysThe balance of employee
and management representation on theerdis should be changed so that employees do not hold
the majority of seats. A tripartite structure should be created that includes independemrtaxpay
representation on the boaFidnally, financial experts should be included on the pension boards
and fhancial training for nomxpert members should be requiréd.

Action(s) Needed: State Legislation

Responsible Official(s): General Assembly, Governor
Time Frame for Implementatio@011

Financial Impact: Low

= =4 =4 -4

6. End the City Subsi dy Employe Gantdbatmproto tReuMurdicipal S c |
Fund

The Civic Federation recommends that Chicago Public Schools begin paying for its share of the
Municipal Fund employer contribution. This will shift a cost of at least $75 million to CPS. The
lllinois General Asembly should grant CPS the authority to lewyadditional property tabor

this purpose. This alignment of employer contributions and pension funds in which employees
participate is important for both transparency and accountability. It allows taxpapes where

their tax dollars are going and it gives CPS a greater stake in the health and management of the
Municipal Fund.

Action(s) Needed: State Legislation

Responsible Official(s): General Assembly, Governor
Time Frame for Implementatio@011

Finandal Impact:High

= =4 -4 -4

RETIREE HEALTH CARE

The City of Chicago directly subsidizes a portion of health insurance for City retirees and its four
pension funds also subsidize a portion of retiree health insurance. This arrangement is pursuant
to a written legal gdement agreement that requires the City to pay a percentage of the cost of
health care for eligible retirees and dependents through June 30, 2013 when the agreement
expires>* State staties also authorize the four City of Chicago pension funds to smesh
participant portion of retiree health insurance premiums for those annuitants participating in the
Cityds retiree health insur aftclkee pCiotgy Gaan awnnt
was roughly 8% of the premium cost, with the remaingieibe paid by the annuitant. The Fire,
Police, Municipal and Laborersd pension fun

“Government Finance Officer Associ at i on-RetierBeatst Pr ac
Benefits Systems (2010).0 http:// www. gfoa. sBPpgdf downl o
(last visited on Febrwuary 9, 2011). See also Civic F
of Trustees in Illlinois, 0 Feb rfedaratipn/pabbcationd/@d®mendatiottisp : / /
reform-public-pensionboardstrusteesillinois (last visited on February 9, 2011).

%4 City of Chicago FY2009 Comprehensive Annual Report, p. 84.
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contribution, effectively subsidizing3¥% of the total premium cost.The pension funds provide
$95 per month for neMedicae eligible annuitants and $65 per month for Medicare eligible
annuitants?®

The City of Chicagodés financial statements
benefits (OPEBY liability of $478.6 million for the portion subsidized by the pendioms and

a FY2009 unfunded OPERB liability of $787.4 billion for the portion subsidized by theCity.
Similar to most local governments in lllinoiget City does not preund OPEB so there are no
assets to offset the actuarial accrued liability anduhddd ratio is 0%l he total combined
unfunded OPERB liability for the City portion and the pension fund portion is nearly $1.3 billion.

City of Chicago OPEB Unfunded Liabilities:

FY2009 (in $ thousands)

Municipal Laborers' Police Fire Total
Unfunded Actuarial Accrued Liability--Pension Funds| $ 224,173 | $ 41,738 | $164,800 | $ 47,933 | $ 478,644
Unfunded Actuarial Accrued Liability--City $ 787,395
TOTAL $ 1,266,039

Source: Chicago FY2009 CAFR, pp. 84, 86.

Civic Federation Concerns

The Civic Federation has the f odmploymenng conc
berefits:

1. The Citywill soon need to engage in negotiations regarding provision of retiree health
insurance after the current agreement expineBY2009t he Ci tyé6s unfund
liability was nearly $1.3 billion including the portion subsidized by the iperfsinds.

The Civic Federation is concerned that if the City does not act now to contain its future
obligations for retiree health care costs it could face rapidly increasing obligations due to
escalating medical inflation. It is critical for the Citydarefully consider the level at

which taxpayers should subsidize health insurance for retired City workers.

2. The Civic Federation is also concerned by current collective bargaining agreements that
provide free health care coverage to some retired em@@gesl 55 to 65 and their
dependent s. For example, the Cityds curr
Fighters Union, Local No. 2 and the Fraternal Order of Police Chicago Lodge No. 7
require the City to pay the full cost of health care coveragermmioyees who retire after
age 55 and their eligible dependents; widows and children of employees killed in the line

%5 Cost allocation estimates provided to the Civic Federation by Sulan Tong, City of Chicago Department of

Finance, May 19, 2011.

®Muni ci pal Empl oyeesd AnnuiAcyaria YatlatiBheReport as of Décember 310 f  Ch i
2009 p. 63.

5" Other post employment benefits (OPEB) is the term used by the Governmental Accounting Standards Board to
describe retirement benefits otliran pensions primarily health insurance.

%8 City of Chicago, FY2009 Comprehensive Annual Financial Report, pp. 84, 86. The FY2009 financial statements
state that January 1, 2009 was the most recent actuarial valuation date for the portion of OP EBdblydide

City. The City does not report a combined total liability for both the pension fund and the City OPEB subsidies, nor
does it break out its liabilities by pension fund.
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of duty; former employees on pension disability (both duty and occupational) and their
eligible dependentgindwidows and children of deased employees who were formerly

on pension disability. Health care coverage that is fully subsidized by the City of Chicago
continues for these persons until they reach the age of full Medicare eligibility or cease to
be a dependent as defined in the pfan

Civic Federation Recommendation
The Civic Federation makes the following recommendation:

7. Create an Independent Retiree Health Care Trust Fund

The Civic Federation recommenitatMayor Emanuel and the City Counc#refully consider
creating an indepeuedt trust fund to provide retiree health care benefits.

The model adopted by the Chicago Transit Authority provides an example of the costs and
benefits of an independent retiree health care tudilic Act 950708 created a separate Retiree
Health CareTrust for the provision of CTA retiree health insuraridee CTA seedd the Trust

with approximately $529 million in bond proceeds on which it is scheduled to pay debt service
through the year 2040. Howevegeither the CTA nor the CTA pension fund hag imther

financial obligations regarding retiree health insurasegond the debt servié&Public Act 95

708 requires employees to contribute 3% of pay to the CTA Retiree Health Care Trust and that
amount will increase to 6% in 2022Retiree, survivor ad dependent contributions to their

health care benefits cannot exceed 45% of the total beneffdd®e. fiscal health of the fund is
monitored by the State Auditor General. If the actuarial present value of projected benefits
expected to be paid to caent and future retirees and their dependents and survivors is found to
exceed the actuarial present value of projected contributions, trust income and reserves, the

Trust s Board of Trustees must subminh to th

within t%rsl years by increasing participant contributions, reducing benefits or making other plan
changes.

The Civic Federation urgeédayor and City Councilo consider a similar solution for the City to
divest itself of financial responsibility for re2e health insuranc&tate legislation would be
required to create such a trust.

%9 Labor Contract between the Chicago Fire Fighters Union, Local No. 2 an€ity of Chicago, lllinoisJuly 1,

2007 through June 30, 2012, pp. 55, 112.
http://www.cityofchicago.org/content/dam/city/depts/dol/Collective%20Bargaining%20Agreements/CFFULocal2_0
7_012.pdf (last visited April 22, 2011Agreement between the City ofi€go Department of Police and the

Fraternal Order of Police Chicago Lodge Nq.July 1, 2007 through June 30, 2012, pp. 46, 120.
http://www.cityofchicago.org/content/dam/city/depts/dol/Collective%20Bargaining%20Agreements/FOP_2007_201
2_FINALT.pdf (last vsited April 22, 2011).The agreements place some restrictions on free coverage for persons
retiring between the ages of 55 and 60.

®See the Civic Federationds annual Status of Local
pension reform ahRetiree Health Care Trust legislation.

®1 Chicago Transit AuthorityFinancial Statements and Supplementary Information December 31, 2009 and 2008,
p. 14 and Chicago Transit Authority Retiree Health Care TRustding Results as of January 1, 20p013

%2 Chicago Transit AuthorityFinancial Statements and Supplementary Information December 31, 2009 and 2008,
p. 14 and 40 ILCS 5/2201B.

%340 ILCS 5/22101B.

26

P

e n ¢



If a separate retiree health care trust is not created, the City should require much greater cost
sharing by retirees and end practices such as granting free coverage tesiees aged 55 to
65.

Action(s) NeededState Legislation

Responsible Official(s): General Assembly, Governor
Time Frame for Implementatio2012

Financial Impact: High

= =4 =4 -9

POLICE DEPARTMENT

The purpose of the Chicago Police Department is to protetivéiseand property of the citizens
of Chicago and to enforce the Cityods | aws.
a Central Control Group, each of which consdimo to five districts. Each district is subdivided
into sectors which are ftirer subdivided into beats. As a whole, the City contains 281 beats, 75
sectors and 25 districté The Department has a police station for each district plus the
department 6s headquarters.

For FY2011 the City of Chicago appropriated $1.4 billion for tbkcE Departmenincluding

the Chicago Alternative Policing Strategy (CAPS) program. This amount does not include
empoyee pensions, fringe benefis other indirect costs that are paid through the Finance
General appropriation for each fund. Approximat&l.8% of the FY2011 appropriation is from
the Corporate Fund. The Chicago Midway Airp
contributed $5.1 million and $14.3 million respectively. Another $95.7 million or 6.8% is
anticipated from grant funding.

City of Chicago Police Department by Fund
FY2011 Appropriation

Fund Appropriation % of Total
Corporate Fund

Police Department $ 1,291,949,503 91.5%

CAPS Implementation Office $ 4,771,924 0.3%
Sub-total Corporate Fund $ 1,296,721,427 91.8%
Chicago Midway Airport Fund $ 5,061,055 0.4%
Chicago O'Hare Airport Fund $ 14,333,230 1.0%
Other Grant Fund* $ 95,696,000 6.8%
Total $ 1,411,811,712 100.0%

*Includes 2011 anticipated grant funds and 2010 carryover.
Source: City of Chicago, FY2011 Appropriations Ordinance, pp. 5-10 and 460.

84 City of Chicago, FY2011 Budget, Program and Budget Summary, p. 147.
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The FY2011 Corporate Fund appropriation for the Police Department was nearly $1.3 billion, or
39.7% of total Corporate Fund expenditures. The appropriation does not include payments for
some personneklated benefits such as pensions and healthcare costs.cbstsare included

in the Finance General appropriatiarhich was nearly $642.3 million or 19.7% of Corporate
Fund expenditures for all departments.

City of Chicago Corporate Fund
FY2011 Appropriation

Department Appropriation % of Total
Police Department $ 1,296,721,427 39.7%
Fire Department $ 483,423,494 14.8%
Streets and Sanitation $ 184,217,532 5.6%
General Services $ 90,504,049 2.8%
Office of Emergency Management

and Communications $ 89,308,309 2.7%
Finance General $ 642,321,440 19.7%
Other $ 477,176,749 14.6%
Total $ 3,263,673,000 100.0%

Source: City of Chicago, FY2011 Appropriations Ordinance, pp. 5-10.

The head of the department is the superintendent of police who is appointed by the mayor. Two
assistat superintendents report directly to the superintendent; one oversees the bureaus within
the departmentds operations and the other o
commanded by a deputy superintendent who oversees a number of umiésrihatt

operational, training, investigative and administrative t&3Ks. illustrate, within the Bureau of

Patrol the Deputy Superintendent oversees two Chiefs of Patrol and reports to the Assistant
Superintendent of Operations; each chief overseasgtylepiefs for the five areas, as well as the
Special Functions Group and Central Control Group. The deputy chiefs oversee 27 commanders
who head each of the 25 districts and special Ghits.

% City of Chicago, Chicag@olice Department, 2009 Annual Report, p. 60.

®See the Organizational Chart available at the Chica
(last visited May 31, 2011) and Appendix C for a comparison between the City of Chicago and gihér.$ha

cities.
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For FY2009 the department employed 14,973 members, includib8L8worn police

officers®’ The Pol i ce

Depart ment 6s

FY2011

budget ed

15,719 fulltime equivalent positions. Of those [EB, 72.2% are patrol officers responsible for
general field operations including the protection @& &hd property and the apprehension of
criminals. Officers employed in followp investigations, who represent 21.5% of the workforce,
coordinate and direct specially trained personnel in completing investigtions.

City of Chicago
FY2011 Budgeted Full-Time Equivalent Positions*

Sub-total Police Department

CAPS Implementation Office 60 | 04% |

Total

15,659

15,719

By Function (Proposed Budget) Positions % of Total

Police Department
Administration 501 3.2%
Directed Patrol 11,343 72.2%
Follow-up Investigations 3,372 21.5%
Professional Standards 357 2.3%
Patrol Services 82 0.5%
Police Operations 4 0.0%

99.6%

100.0%

*Figures are from the FY2011 Program and Budget Summary and not the final

appropriation ordinance because the ordinance does not group total positions by function.

Source: City of Chicago, FY2011 Budget, Program and Budget Summary, pp. 150-151
and 156.

Staffing rules and procedures aedided in the collective bargaining agreements with the
Fraternal Order of Police Chicago Lodge No.
Association of lllinois, Unit 1565ergeants and Unit 186eutenants, which are effective

through June 30, 2@1 For example, a salary schedule for July 1, 2007 through January 1, 2012
for all police officers guarantees an increase in basic salaries by between one and three percent
each of those yeafs.

%7 City of Chicago, Chicago Police Department, 2009 Annual Report, p. 60.

% City of Chicago, FY2011 Budget, Program and Budget Summary, ppl35@nd 156. Figures are from Mayor

Daleyds FY2011
does not group total positions by function.

Program and appuwgrigt®rt ordBancemecauye the ardinant® t t h

%9 Labor Contract between Fraternal Order of Police Chicago Local No. 7 and the City of Chicago, July 1, 2007

through June 30, 2012, p. 47.
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The Police Department 6s domnelgeeveds. TreXy20lises ar
appropriation across all local funds for personnel services is $1.3 billion, which includes wages
and salaries but does not include pension or benefit costs that are paid through the Finance
General appropriation. Personnel seives r epresent 96. 1% of the
Specific Items and Contingencies are the second largest expense at $38.3 million or 2.9%. These
costs include payments for judgments, outside legal expenses, medical expenses and physical

exams’’
City of Chicago Police Department All Local Funds by Object
FY2011 Appropriation

Department

Object of Police* % of Total
Personnel Services $ 1,265,015,641 96.1%
Specific Items and Contingencies** | $ 38,298,337 2.9%
Contractual Services $ 8,352,796 0.6%
Commodities $ 4,368,858 0.3%
Equipment $ 53,577 0.0%
Travel $ 26,503 0.0%
Total $ 1,316,115,712 100.0%

*Includes Chicago Alternative Policing Strategy (CAPS) program.

**Appropriations for the payment of tort and non-tort judgments, outside counsel expenses and
expert costs, as approved by the Corporation Counsel; for cost and administration of hospital
and medical expenses for employees injured on duty who are not covered under Workers
Compensation Act; and for physical exams.

Source: City of Chicago, FY2011 Appropriations Ordinance, pp. 5-10.

The Chicago Department of Fleet Management (DFM) currently maintains 3,615 pieces of
equipment for the Police Department, including 323 eth@Bdlel compliant Chevrolet Tahoes
for patrol and 57 hybrid Ford Fusions for the Detective and Internal Affaiisions’*

In May 2011, Mayor Emanuel announced that he would shift 400 police officers from
specialized units to higbrime districts and 100 officers would be shifted from specialized units
to areas based on crime statisffcs.

Civic Federation Concens
The Civic Federation has the following concerns regarding the Chicago Police Department:

1. With approximately 96. 1% of the Chicago
personnel services, it is imperative to maximize the efficiency of its waskiarorder to
control costs. Patrol services make up m
workforce and therefore need to be examined to identify potential cost savings.

0 City of Chicago, FY201Appropriations Ordinance, p. 146.

L City of Chicago, 2011 Mayoral Transition Report (produced by Mayor Richard M. Daley), May 6, 2011, pp. 49,

90.

“Fran Spiel man, AiMayor Rahm Emanuel shi ChicagoSufilinespol i ¢
May 25, 2011.
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Despite significant changes i n departmenCi t y o
last made major alterations to its beat maps and staffing in 1978 when beats were drawn
smaller in higheccrime areas to reflect crime trends. Since then, police officials have
repeatedly tried to redraw the beat map with no sucéé&smer Ptice Superintendent

Jody Weis created a plan to deploy existing officers more effectively by shifting 300
patrol officers from 11 districts to the remaining 14 districts based on a study of 911
calls’* He left the Police Department before implementinglaa. In May Mayor

Emanuel announced that he would shift 500 police officers from the Mobile Strike Force
and Targeted Response Unit to beat patrol; howéwese officers are generally already
deployed in higkcrime areas. Additional experienced officersuld be shifted from desk
jobs to street dutie’s.

The Civic Federation ialsoconcerned with the high level of absenteeism within the

Police Department. In January 2011, mayoral candidate Rahm Emanuel noted that on any
given day approximately 1,000 aférs are on medical leave or limited duty because of
health issue§’ According to a study issued during former Superintendent@Veis, or m
every policeman on the street, two officers are on furlough, sick leave or otherwise
unavailable for duty’ If disability income benefits are being misused, this level of
absenteeism may contribute to a significant amount of waste for the City. Disability
income permits any officer to receive full pay and benefits while absent from work due to
an injury that occurredhile not on duty for 365 days per two ye&tn addition, the
Police Departmentds medi cal policy autho
Section (MSS) to determine a sworn membe
authority to recommend leav®f absence to apply for disability pension benefits. The

policy further authorizes the City Counci|

disapprove payments of medical biffs.

The Civic Federation is concerned about additional provisions within trectod
bargaining agreements that may inhibit t
efficiency. According to the collective bargaining agreements for sergeants and
lieutenants, both ranks are entitled to a number of supervisory benefits that should be
examined to identify cost savings. In addition to their salaries, sergeants and lieutenants

“Mi ck Dumke, AThought of Shi f tChicago News Caopemtivlovember B3y s Re
2010.

“Frank Main, fAJody Weis: My unused @hdgo SuslimeslJumal3s ho we
2011.

>John Byn e , Hal Dardick and Jer emy Gor n &hicagofifibangMay 25E ma n u
2011.

“John Chase and Kristen Mack, @ARahm Emanuel 6s police
Chicago TribuneJanuary 09, 2011.

"FrankMa n, fiJody Weis: My unused pol i Chicagp SualimessiimedBe d c i
2011.

8 Labor Contract between Fraternal Order of Police Chicago Local No. 7 and the City of Chicago, July 1, 2007
through June 30, 2012, p. 27; LaborCantrt bet ween Policemends Benevolent
Unit 156-Lieutenants and the City of Chicago, July 1, 2007 through June 30, 2012, pp. 25 and 26; Labor Contract

bet ween Policemends Benevol entitlBSe&geantsan thé Gitg of Ghicago,c i a't|i

July 1, 2007 through June 30, 2012, p. 30.
"9 See Chicago Police Department Medical Policy at http://directives.chicagopolice.org/directives/data/a7a56e3d
12887eaTe512887ec25eccec5212097d.html (last visited J@n2011).
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receive rank credit of 45 minutes per day of compensatory time, provided the Sergeant or
Lieutenant works at least four hours that day. The ranked officers al$eerqoarterly
differentials in addition to their salary, which increase at the same percentage increase as
their base salary and can range from annual payments of $3,072.86 to $7°77Bet1.

Office of Inspector General estimated that by eliminating tlaetgrly payments, the

City would save $9.6 million in 2011 and $9.7 million in 2612.

2. The Chicago Police Department has more layers of management at the top of the
department than police departments of other major cities in the United $tetes.
ChicagoPolice Department has two additional layers of manageooempared tahe
Los Angeles and Houston Police Departments and one more layer than the New York
Police DepartmedffChi cagods seven deputy chiefs of
districts and speal patrol groups, have four layers of management above them: Chief of
Patrol Group, Deputy Superintendent of the Bureau of Patrol, Assistant Superintendent of
Operations and Superintendent of Pofite.

3. The Cityds public saf etovwerlagpegreosemengencyt s hav
services conducted by sworn officers. In the past, the City has consolidated such services
for re-deployment of officers to street duty and increased efficiencies between
departments. For example, the City consolidated the FDlego ar t ment 6 s | nf
Services Division with the information technology staff of the Fire Department and the
Office of Emergency Management and Communications (OEMC) in order to transfer the
officers to street duty and improve public safety informatemhnology efficiency’

4. The safety of Chicagodbs citizens extends
and OEMC. Public safety is a core funct.i
Department, the Chief Judge and Circuit Courts with a numis®=reices overlapping or
impacting those of the City. Mayor Emanuel has proposed coordinating public safety
strategies with the Police Department, Fire Department and OEMC, as well as
collaboration with Cook County and ngvernmental organizatiofis.

5. With rising gas prices and the need to reduce costs, police departments across the country
are increasingly adding more fuedficient cars to their fleef§. Although the City has
made efforts to add ethar®b compliant and hybrid vehicles to their fleet,yda
Richard M. Dale$ s a d mi had signeda thiegean $59.2 million contract in 2008
t hat would convert most of the Chicago P

®¥Labor Contract between Policemends Benelbeotnaentsand& Pr o
the City of Chicago, July 1, 2007 through June 30, 2
Benevolent & ProtectivAssociation of lllinois, Unit 15&ergeants and the City of Chicago, July 1, 2007 through

June 30, 2012, pp. 36, 48 and 81.

8 City of Chicago, Office of Inspector GenerBlidget Options for the City of Chicag®ctober 2010, p. 10.

82 See Appendix F.

#¥Se the Organizational Chart available at the Chicag
(last visited May 31, 2011).

#City of Chicago, fAChicago Budget Director Eugene L.
OptionsReport 0 news r el ease, November 30, 2010.

8 Chicago 2011 Transition Plan produced by Rahm Emanuel, May 10, 2011, p. 26.

®HCops r eguzazclee rgsa swi t h Asgacieted Pregdanuvary 21, 3089 s , 0
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Tahoe sports utility vehicles (SUV)Superintendent Jody Weis argued thatftbet

needed to be updated and the SUVs would be better equipped to handle the winter than
the previous fleet of Ford Crown Victorias, which often got stuck in shaemo their
rearwheel drive. Howeverherecentlyacquired Chevrolet Tahoes are alsar«eheel

drive vehicles. The fuedfficiency of both the Chevrolet Tahoe and the Ford Crown
Victoria is approximately 11 miles per gall&h.

Civic Federation Recommendation

The Civic Federation makes the following recommendation regarding the City @& Ghico s
Police Department:

8. Conduct anEvaluation of the Police Departmerior Potential Cost Savings

The Civic Federation recommends that the City conduct a thorough evaluation of the Police
Department with the primary goal of reducing personnel costseVidaation should consider
the following items, among others:

1 Redrawing maps of police districts and strategizing beat staffing using relevant data from
the 2010 United States Census and current public safety metrics including the number
and types of emgency calls, radio assignment pending reports, and arrests per district;
Elimination of unnecessary layers in management;

Elimination of supervisory benefits including rank credit and quarterly differentials;

Ways to reduce chronic absenteeism includimggetiating disability income benefits

and creating an independent Medical Services Section unit;

1 Additional positionor functionsthat can be civilianizednd/or consolidated with the
Fire Department and Office of Emergency Management and Communicsticimas
records management;

T Intergovernmental coordination between th
Countydos Sheriffos Department, Chief Jud
justice system that would lead to consolidation and raticatadiz of services; and

1 Increased use of fuefficient vehicles for patrol and other departmental services.

= =4 =

This evaluation should be initiated s®on as possible in order to identify areas for immediate
savings and to prepare for the next collectivgasing agreements to be negotiated when the
current agreements expires on June 30, Z2012e r ecommendati ondés fina
estimate of cost savingfsat can only be achieved through actionplementedrom the

evaluation of the Police Departntien

Action(s) Needed: Direction of Mayor, Departmental Implementation
Responsible Official(s)Mayor

Time Frame for Implementatio2012

Financial Impact: High

= =4 -8 -9

%Fran Spielman, fAlLaw & tOo d2r Q0 GHtag SuAekesDecember®, 2608.t  u p
8Angela Rozas, fAChicago Police Supt .ChidagaTyibuMMarch pushe
27, 2008.
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FIRE DEPARTMENT

The City of Chicago budget documents state that the Chicago Fire Departmientrfpagnary
functions: extinguish fires and rescue persons trapped by fires; treat and transport injured
persons; educate the public on fire and disgs®rention; and enforce the municipal fire code

in residenceand businessé8 The department operat®6 firehouses with 96 engine companies,

61 truck companies, 60 advanced life support ambulances, 15 basic life support ambulances and
other units including command vans, hazardous materials units, helicopters and a fite boat.

In recent decades, the nber of structure fires and fitelated deaths has declined significantly
while the number of EMS calls has increased. The decline in fires reflects a national trend and is
related to a number of factors including more widespread use of sprinkler systprosed

inspection and construction methods, smoke detectors and fire &tarms.

For FY2011 the City of Chicago appropriated $526.5 million for the Fire Department. This
amount does not include employee pensions, fringe benefits or other indirect dasts faad
through the Finance General appropriation for each fund. Over 90% of Fire Department
appropriations are from the Corporate Fund.
and Midway Airport Funds to support Fire Department operatiorgeatitports. The Fire
Department anticipates having $17.4 million in grant funding available in FY2011, the majority
of which is carried over from previous years. FY2010 grants included $4.8 million in federal
stimulus funding for firehouse constructiomttinas not yet been expend@d.

City of Chicago Fire Department

FY2011 Appropriation*
Corporate Fund $ 483,423,494
O'Hare Airport Fund $ 19,245,132
Midway Airport Fund $ 6,436,837
Grant Funds $ 17,381,000
Total $ 526,486,463

*Does not include employee pensions, fringe benefits or indirect costs.

Source: City of Chicago, FY2011 Appropriations Ordinance, pp. 185, 393,
424, 461.

8 City of Chicago, FY2011 Budget, Overview and Revenue Estimates, p. 161; City afjGhiey2011

Appropriations Ordinance, p. 185; http://www.cityofchicago.org/city/en/depts/cfd.html (last visited on May 20,
2011).

% City of Chicago, FY2011 Budget, Program and Budget Summary, p. 164 and
http://www.cityofchicago.org/city/en/depts/cfd/prosdmps.html (last visited on May 23, 2011).

¥ City of Chicago, FY2011 Program and Budget Summary, pp-163]
http://www.cityofchicago.org/city/en/depts/cfd.html (last visited on May 20, 2011); Dan Mihalopoulos and Michael
Lipkin, Aln Toagh m€inme IGhicduMelyscdap@rativiay 13, 2011.

92 City of Chicago, FY2011 Appropriations Ordinance, p. 461.
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The City of Chicago Program and Budget Summ
positions in five program areas: fire suppression and rescue operations, emergency medical
services (EMS), administration, fire preventamd support servicés The fire suppression and

rescue operations program includes 4,223 positions, or 81.5% of budgeted pdsiiSns the

next largest category with 12.8% of positioBeme EMS employees are crdssned as

firefighters®*

City of Chicago Fire Department

FY2011 Budgeted Full-Time Equivalent Positions*

By Function (Proposed Budget) Positions % of Total
Fire Suppression and Rescue Operations 4,223 81.5%
Emergency Medical Services 665 12.8%
Administration 126 2.4%
Fire Prevention 115 2.2%
Support Services 51 1.0%
Total 5,180 100.0%

*Figures are from the Mayor's FY2011 Program and Budget Summary and not the final
appropriation ordinance because the ordinance does not group total positions by function.

Note: Percents do not sum due to rounding.
Source: City of Chicago, FY2011 Program and Budget Summary, p. 164.

The magrity of staffing rules are set in the collective bargaining agreement with Chicago Fire
Fighters Union Local No. 2, which expires on June 30, 20Edr example, the agreement

specifies the minimum number of employees on each apparatus (e.g., five espioy|

trucks, engines and squad companies), the minimum number of companies and the number of
Avari anceso or days on which the mini mum st

The City of Chicago will be required to pay approximately $30 million in damadg&@0
individuals as a result of a Seventh U.S. Circuit Court of Appeals rulingwis v.City of
Chicagothata 1995 Chicago firefighter examination unlawfully discriminated against minority
candidate$®

Civic Federation Concerns

The Civic Federatiorsiconcerned that despite an enormous budget gap and structural deficit, the
City of Chicago has not announced plans to reduce fire department expenditures. This is
particularly noteworthy as other large cities have announced fire department reductiens in t

face of budget shortfalls. Los Angeles Mayor Antonio Villaraigosa proposed reallocating fire
department resources and eliminating 318 firefighter positions (roughly 0.9% of total firefighter

% The budget book describes four major functions of the fire department but presents personnel in five program
areas that do not diregttorrespond to the four functions.

% Labor Contract between Chicago Fire Fighters Union Local No. 2 and the City of Chicago, July 1 2007 through
June 30, 2012, p. 68.

% Labor Contract between Chicago Fire Fighters Union Local No. 2 and the City of Ghichgt 2007 through

June 30, 2012. Some civilian employees of the fire department are represented by other unions. See City of Chicago
2011 Mayoral Transition Report (produced by Mayor Richard M. Daley), May 6, 2011, p. 156.

®Fran Spiel mhnrefdCildaybmpassed bl ack fChicagofSurtnesMay c andl|i

13, 2011.
35

ar

a f




positions) to save $190 million over three yeadew York City Mayor Michael Bloomberg
proposed closing 20 fire companies in order to save $40.9 million in FY2@Hiladelphia and
San Jose have made major cuts to their fire departments in recent yemrsnany smaller
cities are also reevaluating the demanddeployment of fire suppression and EMS
personnef®

During a time of extraordinary fiscal stress, every city deparinemiuding public safety
departmen®® should be reducing costs and performing more efficiently. Fire Department
appropriations in the Cporate Fund represent 14.8% of total Corporate Fund appropriations and
must be part of the gagosing measures the City is undertaking.

It is clear that staffing changes will be at the core of cost reductions to be made at the Fire
Department. Nearly $4864 million or 96.3% of the Fire Department FY2011 Corporate Fund
appropriation is for personnel services including salaries, overtime, holiday pay, duty
availability, specialty pay, compensatory time payment and furlough/supervisors compensation
time buyback!®* These personnel costs do not include additional fringe benefits, disability and
pension costs that are appropriated in the Finance General category. It will be difficult to make
significant reductions to Fire Department expenditures without addgegsrsonnel costs,

including those in Finance General.

The most recent publiclgvailable comprehensive review of the Chicago Fire Department was
prepared by TriData Corporation and published in 1289'°% Although the review did not
examine the numbenr location of fire stations in the City, it did make recommendations on
nearly every other aspect of departmamerationsPersonnelelatedrecommendations
included
1 Reduce levels of senior management and train lower level managers to be more effective
supervisors;
1 Reduce costs by civilianizing more positions such as messengers, parts and vehicle
deliverers and air mask maintenance workers;
1 Shift more resources from fire suppression to fire prevention and education;

“Frank Stoltze, fALos Angel es Fi r e Sodthepnaliforma Public Radjc e s p
May 11, 2011. The Los Angeles City Council setpsently approved the plan to redeploy resources and take
roughly onefourth of trucks and ambulances out of service but opted to reduce personnel costs by keeping open

positions vacant rather than through layoffs. This is expected to save $54 millicen.rTam Au d i , AL. A. B
Cut s Pol TheWall Stieet Joarnakiay 20, 2011;KTLA Ne ws , AL. A. City Counci
El i minating Firefight er hipngw.kda.cdrimbews/lacdmarkd-chilafise- 1 8 , 201

cuts,0,1446610.storjast visited on May 20, 2011).

% The companies would be closed through attrition and would reduce the force by 6% or 505 firefighting positions.
Some firehousesave more than one company so this reduction would not necessarily result in firehouse closings.
New York City Independent Budget Offic&,nal ysi s of t he May 02012 Maréhr2@LL, p.mi nar
49; Javier C. HernanBedagetiCPRut i Ear tofihe NekveorkiMia@Meay ZBlsd e a s
2011.

“Dan Mi halopoulos and Michael Lipkin, ®lcagodéewde of Chli

Cooperative May 13, 2011.

Wjonathan Walters, HAFir dfnikg mtge rBaveRjegddauatpB0dl. Squeeze of
191 City of Chicago, FY2011 Annual Appropriation Ordinance, p. 185.

192 TriData CorporationComprehensive Review of the Chicago Fire Departydemte 1999,
http://www.cityofchicago.org/content/dam/city/depts/cfd/gah@®&DFs/TriDataReportJunel1999.pdf (last visited on

May 20, 2011).
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http://www.ktla.com/news/landing/ktla-la-city-fire-cuts,0,1446610.story
http://www.ktla.com/news/landing/ktla-la-city-fire-cuts,0,1446610.story

1 Reduce some engine companies from fieeple to four people or increase the number
of permitted variances from the minimum staffff{g.

The City of Chicago Office of Inspector General estimated that the City could save $63.1 million
in FY2011 if the number of personnel on fire suppressionrapses were reduced from five to
four.!®* It noted that the National Fire Protection Association (NFPA) recommended minimum
staffing is four employees per apparatifdn a response to the Inspector General report, the

City of Chicago Budget Director noteldat the NFPA qualifies this foyrerson standard by

adding that in areas with tactical hazards and other special circumstances a minimum of five or
six personnel per apparatus may be neé&féthe NFPA has subsequently said that it would

defer to the locatommissioner to apply the standa?d.

There may also be ways to save money by reorganizing staff and apparatus deployment for EMS
response. The City of Arlington, Texas has recently begun a pilot program that sends a two
person squad in an SUV to certaiedital calls rather than a threw fourperson squad in a fire

truck. The City recognized that larger squads and apparatus are not required at all medical calls
and using a smaller vehicle reduces expensive maintenance on fire trucks. The program is also
intended reduce fuel costs because the diesel fire trucks average 3.6 miles per gallon while the
gasolinepowered SUVs average 10 to 12 miles per gaifdn.

193 TriData CorporationComprehensive Review of the Chicago Fire Departndemte 1999,
http://www.cityofchicago.org/content/dam/city/depts/cfd/general/PDFs/TriDataReportJunel999.pdéitedton

May 20, 2011).

104 City of Chicago, Office of Inspector GenerBudget Options for the City of Chicagdctober 2010, p. 8.

) isa Nadile, fACodes and Standards SpotlightNFPNFPA J
Journal onlineexclusive May 2008,
http://www.nfpa.org/journalDetail.asp?categorylD=1344&itemID=38833&src=NFPAJournal&rss=codes&cookie_t
est=1 (last visited on May 20, 2011).

%city of Chicago, fAChicago Budget Directorl|l EsgBmnegeéet
Options Report, o6 November 30 2010,
http://www.cityofchicago.org/city/en/depts/otiprovdrs/city _budg/news/2010/oct/statement_by chicagobudgetdire
ctoreugenelmuninregardinginspector.hffakt visited on May 20, 2011).

“'Dan Mihalopoulos and Michael Lipkin, ChitdgoNeWvo ugh Ti me
Cooperative May 13, D11.

patrick M. Walker, @Al n Ar | iAdingtoroGitizenJowendliApriad, 20He | p sent
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http://www.cityofchicago.org/city/en/depts/obm/provdrs/city_budg/news/2010/oct/statement_by_chicagobudgetdirectoreugenelmuninregardinginspector.html
http://www.cityofchicago.org/city/en/depts/obm/provdrs/city_budg/news/2010/oct/statement_by_chicagobudgetdirectoreugenelmuninregardinginspector.html

Civic Federation Recommendation

The Civic Federation makes the following recommendation regardngt@i t y of Chi c
Department:

9. Conduct an Evaluation of the Fire Department Staffing Structure and Deployment

The Civic Federation recommends that the City conduct a thorough evaluation of the Fire
Department staffing structure and deployment withgbal of reducing personnel costs. The
evaluation should consider the following items, among others:

Optimal number of personnel per vehicle;

Appropriate number and type of equipment and personnel dispatched to calls;
Appropriate response time to diffateypes of calls;

Appropriate number and location of fire stations;

Optimal number of crosgained EMS and firefighters;

Potential for improved technology to enhance worker safety, efficiency and effectiveness;
Ways to reduce disability absences, suchsasof light duty assignments;

Additional positions that can be civilianizedcluding inspection and prevention

Additional functions that can be outsourceceliminated; and

Whether EMS billing can be improved to maximize revenue collections.

=4 =4 -0_-9_49_95_95_42_2._-2-

This evaluation should be initiated as soon as possible in order to identify areas for immediate
savings and to prepare for the next collective bargaining agreement to be negotiated when the
current agreement expires on June 30, 2012.e r e c 0 mme n dildmpacbisnads f i na
estimate of cost savings that can only be achieved through actions implemented from the
evaluation of the Fire Department.

Action(s) Needed: Direction of Mayor, Departmental Implementation
Responsible Official(s): Mayor

Time Frame for Im@mentation2012

Financial Impact: High

= =4 -8 -9

PROCUREMENT

The procurement process in the City of Chicago involves a number of departments including the
Department of Procurement Services (DR®)ich is the contracting authority for the

procurement of goods arsérvices in the City. In 2010, DPS managed approximately 1,600
contracts and modifications totaling almost $1.6 bilfi$fDPS works with other departments in

the City to determine their needs and requirements, and assists and coordinates procuring and
admnistering the contracts. The Department of Law advises, drafts and negotiates agreements of
behalf of all the user departments for transactions involving the acquisition of goods, work or
services:® User departments, along with the Department of Finani¢g @@mptroller), are

responsible for processing invoices for payment. DPS is not responsible for the procurement of

199 City of Chicago, FY2011 Budget, Program and Budget Summary, p. 53.
10 City of Chicago, FY2011 Budget, Program and Budget Summary, p. 43.
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certain contracts including those for legal services, airport concessions and City Council
contracts, such as the Parking Meters and Skyleajs'*

Mayor Ri ch a’tCéntuyZLonenssion refott, released in November 2008, identified
weaknesses i n the Ci Acgoding tpthecCommissianeamumbgrofo c e s
factors have contributed to the ineffectiveness of the procuntgonecess: the processes are too

long, inconsistent and vary between departments and agencies; they are insufficiently supported
by technology; and they are inflexible. In addition, the lack of specialized personnel with training
in the most current procement techniques has led to ineffective application of some
processe$*The Commi ssionds report also noted tha
are ineffective as they do not reflect the reality that contract processing time involves many
processe and departments. The performance data available in the budget documents do not
provide useful information upon which to base management decisions or improvérents.

The Commi ssionbés report said that thmth€i ty
chall enges it has in meeting customer needs
presented asevent ep recommendation to streamline th
procurement processes using advanced technology and comprelmréirmance metrics?

In recent years the Office of the Inspector General has released reports on fraud and waste
associated with the Cityds procurement and
an audit of the Direct Voucher process, which method used to pay for the goods and services
procured by the City without the use of a standard contract. In addition to the payments for
unacceptable commodities as regulated by state and local rules, the IGO identified fraudulent
billing practicesFor exampl e, to pay for a consultant
third-party vendor who acted as a p#s®ugh invoicing body™ In April 2011, the IGO

released an audit of voucher disbursements by the Office of Emergency Management and
Communications (OEMC), revealing significant voucher manipulation due to a lack of
coordination with the Department of Finance and the lack of standardized procedures and
policies amongst all personnel involved in procurem@hthe sample reviewed durinige

audit, the Inspector General identified at least $13 million of commodities purchased by OEMC
that did not match the goods and services of the original invoices or that were not related to the
contracts from which they were pdid.

In an effort to incrase accountability and improve transparency following the May 2010 IGO

audit, DPS implemented a system that allows departments to submit requests for payments to the

Department of Finance if the proposed purchase fits into-aggeved category, which
includes financial obligations such as debt service and intergovernmental payments, utilities and

Mgeet he City of Chicagobds Guide to Procurement Fundam
http://www.cityofchicago.org/city/en/depts/dps/supp_info/city_of chicago_sguidetoprocurementfundamentals.html

12 City of Chicago;The 2£' Century Commission on City Governmexiovember 6, 2008,.[110.

13 City of Chicago;The 2£' Century Commission on City Governme¥ovember 6, 2008, p. 111.

14 City of Chicago;The 2£' Century Commission on City Governmexovember 6, 2008, p. 110.

115 City of Chicago, Office of the Inspector Genefirect Vouder Audit ReportMay 2010, pp. 2@1.

118 City of Chicago, Office of the Inspector Genef@ffice of Emergency Management and Communications
Disbursements Audifpril 2011, pp. 3 and-8.
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legal services!’ If a request does not fit into one of the categories and is not covered by an
existing contract, the request must be sent to DPS for revieagdition the new system,

according to DPS, allows the City to assess the needs of all of its departments and determine if
the intended purchase could be expanded. The Department of Finance also began posting online
all bill payments for goods and servigaecured outside of DPS, thus expanding the amount of
procurement data wehsiei®® able on the Cityos

In June, Mayor Emanuel and Cook County President Toni Preckwinkle announced fuéthe
Committee orCity-CountyCollaboration lad identified a nmber of cost savings through
collaboration, including $12 to $24 million by expanding joint purchaSihg.

Civic Federation Concerns
The Civic Federation has the following conceg

1. Although DPS and the DepartmaitFinance have made some efforts to increase
accountability and transparency, the Civic Federation is concerned that the underlying
structural issues contributing to inefficiency have not yet been addressed. Excessively
complex contracts and slow procuremh processes favor incumbent bidders who are
familiar with the process while limiting access for new vendors. This reduces
competition, | eading to higher prices. I
exposure by adding clauses that shift esk onto vendors may lead to greater net costs
for services as bidders raise their prices to compensate for added risk. Moreover, those
attempts to Iimit the Cityds risks may b

2. The City of Chicago has ngettakenfull advanage of the buying power that could be
leveraged through collabation with multiple overlapping governments including Cook
County, Chicago Public Schools and City Colleges.

3. The Civic Federation is also concerned that the City has not pursued an atidterein
to adopt a waste franchising structure that would grant a single qualified waste hauler
permission to operate in a given service area of the City. A franchise structure would
centralize the procurement of waste hauling services currently doheusands of
private building owners with the City. Currently, the Department of Streets and
Sanitation collects waste for residential buildings with four or fewer units, which
represent only about 20% of the @undrsy6s was
collect the 80% of waste generated fralincommercial siteandresidentiakites with
more than four unit§?° This structure of waste removal presents multiple problems
including inefficiency in service delivery, unnecessary wear and tear orssireet
alleys, resident complaints about excessive noise and alley blockage and the difficulty in

"City of Chicago, Office of dShength@nsBiyPagremant Procurénemt, f Qi
Policies, 0 news release, May 18, 2010.

"city of Chicago, Office of the City Comptroller, @AQi
Policies, 0 news release, May 18, 2010.

"9Cook Count ytyPrésenpToni Reckwimkle and Mayor Rahm Emanuel Announce the Results of
JointCityCounty Committee Report, o news release, June 13,

120 City of Chicago The 2 Century Commission on City Governmeyiovember 6, 2008, p. 93.
40




establishing accountability for alley cleanliness. Waste and recycling vehicles travel
approximately 7,246,000 miles annually while a franchising program cedicte miles
traveled to 5,893,000 miles annualfy.

Civic Federation Recommendations
The Civic Federation makes the following five recomitions related to procurement:

10. Pursue Strategic Sourcing

The Civic Federation recommends that the City of Chicagostrategic sourcing to better

|l everage the Cityds enormous buying power a
across all departments and agencies where appropriate. Streamlining procurement can also
eliminate redundant layers of internal cofg that are costly to maintain. By establishing mter
departmental policies and procedures and adequately training all procuretatsd personnel,

the City can encourage a culture of accountability and financial responsiility.

According to the Gouen ment Fi nance Officers Associati o
purchasing department was able to reduce its staff by neadthiwis and cut its budget by
more than 55 percent by streamlining their procurement process with the following strétegies:
T Simplifying processes and increasing dep
auditing by purchasing staff);
1 Posting simplified procedure manuals on an intranet for easy access to interdepartmental
standards and rules; and
1 Using technology to s®d up the procurement process.

A recent United States Government Accountability Office (GAO) report highlighted strategic
sourcing best practices gleaned from the private sector that could be implemented by the federal
government to produce procuremeavisgs'>* The report noted that a group of federal agencies
was combining their office supply purchasing in order to reduce costs by an estimated 20% or
$200 million over four years. Aneiddher agenc
standardized suitef operating systems and office automation products resulted in $87 million in
cost savings over six years.

The Civic Federation has previously recommended that the City work with other major local
governments to consolidate purchasifigervices suchsahealth insurance, particularly after the
City joined with six other local governments for the joint purchase of prescription drugs, saving

Plcity of K£bluapwe FAEanchise Limited I mpact Evaluati o

http://lwww.cityofchicago.org/content/dam/city/depts/doe/general/UrbanManagementAndBrownfields PDFs/Briefin
g%20Summary%20Packet.pdf (last visited on May 10, 2011).

Government Finance iO$dalceFistostAsAiodd aat omt t iF/ / www. g

2011).

“Government Finance Officersdé Association, fFiscal
2011).

1241y.S. Government Accountability Offic@pportunities to Redie Potential Duplication in Government

Programs, Save Tax Dollars, and Enhance Reve@#€-11-318SP, March 2011, p. 215.

1251.S. Government Accountability Offic@pportunities to Reduce Potential Duplication in Government
Programs, Save Tax Dollars, analiance Revenyu&AO-11-318SP, March 2011, p. 216.
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approximately $7.5 million in FY2004° As part of the streamlining process, the City should

look at further procumaent collaboration with other local governments including Chicago Public
Schools, Chicago Transit Authority, City Colleges and Cook County. ThE@ndtury

Commission noted that significant gains could be realized through unified efforts across the
sisteragencies in market pricing research, joint training for buyers overall and for special
purchasing initiative$ such as fgreend proc

In addition to centralizing the procurement process with DPS, the City should retain and refer to
a prequalifiedcontractors list such as those used by the Public Building Commission and the
lllinois Department of Transportation.

The list should be updated frequently Mayor-Elect Emanuel Chicago 2011

and available to the public on the Transition Plan: Initiative 8

Cityés websitd. qAaStrategic s 0 u rdc serviges \ilh dbe

Century Commission recommente developed as extensively as possible with other
partner s, such as the Cit

that for minorityowned and women

. . . County.
owned business en_t_erprlse_s, the City 9 By working with other governments to adopt a common
should accept qualified national approach to minority- and women-owned business
certifications whose standards are certification, the City can increase opportunities for

comparable to those required by the | such businesses. _ _
City. This would allow the City to In 100 days: The City will quantify and commit to

L7 . .. . procurement savings for the 2012 budget, based on an
eliminate certain dUP“‘?a“V? POSILIONS gyajyation of everything it buys and a plan for process
andother costly administrative and improvements and savings. Purchasing will be
processing expendituré® consolidated within the City
In Year 1: The 2012 budget will reflect a new approach
to procurement, with lower costs, better response time,

T Action(s) Needed: Direction of and as a result more opportunities for small businesses.

Mayor, Depqrtmental The City will identify a credible and effective standard
Implementation certification for minority- and women-owned businesses
Responsible Official(s)ayor across multiple agencies. The City will also develop joint

Time Frame for Implementation: approaches with the largest sister agencies to take
P ) advant age of greatly expan

2011 Page 17
1 Financial ImpactHigh

E

128 |nformation provided by the City of Chicago, Office of Budget and Management, November 28, 2005.
127 City of Chicago,The 2% Century Commission on City Governmeyiovember 6, 2008, p. 116.
128 City of Chicago, The 2% Century Commission on City Governme¥iovember 6, 2008, p. 114.

42

u

r



11.Improve Procurement Performance Met$

According to the 2% Century Commission report, the City could more effectively monitor the
procurement process by tracking each key process milestone and participant, including
specification development within the user departments. Other major pre@essently handled

by different departments include developing requests for proposals, solicitation and development
of bids and contract negotiation. In order to more effectively manage the complete procurement
process, DPS needs to assess the efficiehegrious tasks within its own department and those
handled by other City departments. The Civic Federation recommends that the City develop and
use performance metrics to improve procurement efficiency and identify areas for improvement.

Mayor-Elect Emanuel Chicago 2011

1 Action(s) Neeled: Direction of Mayor, Transition Plan: Initiative 8
Departmental Implementation A At toreto pdrformance metrics will force
Responsible Official(sMayor improvements in the quality of contracts and

l .

. . the effectiveness and speed of the
f Time Frame for Implementatio2011 contracting and payme
|l

Financial Impact: Low Page 17

12. StandardizeContracts

The City should ndardize contracts eliminate excessive terms and clauses that haftedsh

risk toward contractors, impeded competition and raised prices. Extraneous terms and municipal
code can make contracts overly long and complicated thereby creating barriers to entry for new
bidders The 2£' Century Commission noted that the remavabutdated or redundant contract
clauses and a review of municipal procurement

ordinances would lead to improvements to thg Mayor-Elect Emanuel Chicago 2011

procurement proces$’ Transition Plan: Initiative 8
fAaStreaml i ni mapessks gillpresulta
in common forms, standards, and reporting
requirements so that companiesd and small
businesses in particulard face lower entry

91 Action(s) Needed: Direction of Mayor,
Departmental Implementation

1 Responsible Official(s)Mayor barriers to city cont
1 Time Framédor Implementation2011 Page 17
1 Financial ImpactHigh

13.Improve Bill Payment Procedures and Incorporate Electrosfitocurement Technology

In 2008 the accounts payable process cost the City an estimated $12 per transaction. In addition,
the process required an aage of 37 days to pay an invoice and 90 days for constructiori®Bills.

The Civic Federation recommends that the City take advantage of any prompt payment
incentives by improving procedures with electronic invoice payment systems. The timely
payment of bik is an important financial management practice, creates better relationships
between the City and its contracted vendors and can achieve significant cost savings. By
carefully timing payments so there are neither late nor early payments, the Cityecan tak

129 City of Chicago,The 2£' Century Commission on City Governme¥iovember 6, 2008, p. 111.
130 City of Chicago,The 2 Century Commission on City Governmexovember 6, 200&. 112.
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advantage of any discourit§.In addition, good financial practices can expand the pool of
vendors willing to do business with the City.

The 2£' Century Commission recommended that the City streamline the procurement process by
implementing an electroeiprocurement technology suite to support all processes, transforming
the largely manual procurement process. Asacurement suite would allow for electronic

bidding and catalogs, signature and routing, data capture, data analysis and inventory
applicatons. Although the technology upgrade would require significant investment and training,
the Commission report notes that all City departments would benefit from thelongetura
onrinvestment:*?

Action(s) Needed: Direction of Mayor, Departmental Impéeation
Responsible Official(sMayor

Time Frame for Implementatio2013

Financial Impact: Medium

= =4 =4 9

14.Pursuethe Previously ProposeWasteFranchising Initiative

The Civic Federation recommends that the City again consider adoption of a waste franchising
structure where the City would establish franchise service areas throughout the City and grant a
single qualified waste hauler the right to operate in that service area. This would apply to sites
currently serviced by private operators while the DepartmieBtreets and Sanitation would

initially continue to pick up waste for logensity residences: Under previous proposals, the

City would collect a fedased on the volume of containers serviced and/or the revenues
collected News reports cited a fee of 5% 6% on hauling bills and speculated that it could
generate more than $10 million per year for the Ety.

The City has previously proposed waste franchising and it was also recommended BYy the 21
Century Commission. When the City of Chicago evaluataachising in 2008 it found that
franchising could provide savings for more than 80% of customers, result in 6% fewer trucks and
19%fewervehicle miles traveled. The City of Chicago evaluation identified more than 20
municipalities in the Chicago area theave adopted a similar franchising structure including

Oak Park, Evanston and Nil&S Larger cities have also implemented franchising systems. For
example, Indianapolis has a franchising structure of twelve solid waste districts and Portland has

Blsee Government Finance Of fi cer sBudgetiegsFnancia Managementii P u b |
and Miscellaneouso at http:// www. gfoa.org/index.php?
visited April 29, 2011).

132 City of Chicago,The 2£' Century Commission on City Governmexovember 6, 2008, p. 112.

¥The Cityds garbage collection is a good candidate f
Service Delivery section on pa§é of this report. If managed competition is pursued this could result in the 20% of
waste currently collected by the Department of Streets and Sanitation being transferred to the private operators
selected under a franchising structure.

13Greg Hi nz, takin®eomtrel pf ceenyneraal trash pickuSr ai n6s Chi duaegR6, 2RI si nes
¥Ccity of Chicago, fACommercial Waste Collection Frang
www.cityofchicago.org/content/dam/city/depts/doe/general/UrbanManagementAndBrownfields P D&gd@t0
Franchising%20Summary%20090908.{dft visited on May 10, 2011).

44

i C
op:

or

hi



a franclsing system for the residential sector, which it has considered expanding to the
commercial sector*®

The Department of Environment stopped pursuing the idea based on feedback received at a
series of meetings with stakeholders as part of the 2008 evaliitSome stakeholders have
expressed concerns that there would be monopolies and reduced competition in a franchising
structure’®*Whi | e there may have been some negati v
condition has since deteriorated further dmetéfore it should revisit waste franchising. The
shortterm financial impact to the City from the franchising structure may only be modest, but in
the longerterm it will help toslow deterioratiorof roadsand alleys and positively impact quality

of life. To prevent monopoly formation, a robust bidding process should be used and the City can
place limitations on the number of areas any one hauler could service. The City is evaluating
proposals for a similar structure of service provision for recycling Al

1 Action(s) NeededOrdinance

1 Responsible Official(sMayor, City Council
1 Time Frame for Implementatio2012

1 Financial ImpactMedium

INFRASTRUCTURE

Within the Cityodos |imits are 3,775 miles of
There are 4,330 miles of water mains and 4,392 miles of sewer fffilne.e Ci t y 6 s
infrastructure I s managed and maintained by
the Departments of Streets and Sanitation (DSS), Transportation (CDOT) and Water
Management ( DWM) . Funding to maintain and b
General Funds and Water and Sewer Funds, as well as capital grants. The Department of
Environment, which generally functions as a regulatory agency, is included@ivibe
Federationds analysis of the Cityds infrast
reorganization of the Cityés public works d

The FY2011 appropriation for infrastructure services, which includes the Department of Streets
and Sanitatin and the Department of Transportatitmals nearly $367.4 million across all local
funds. The appropriation for the Department of Water Management is $252.6 million across all
local funds. When grant funding is inclugélge annual appropriation fordtihree public works

¥City of Indianapolis, fASolid Waste Districts, 0
http://www.indy.gov/eGov/City/DPW/Trash/Pagesli\WasteDistricts.aspflast visited on May 10, 2011); City of
Portland, fAHi storyaofl RecyktcbhndgsSget edhdoWast e
http://www.portlandonline.com/bps/index.cfm289782&c=4162%last visited on May 10, 2011).

B¥B'City of COhrimeagd,ali Waste Collection Franchises, 0
www.cityofchicago.org/city/en/deptibe/supp_info/commercial_wastecollectionfranchises. (it visited on

May 3, 2011).

¥Greg Hinz, fDaley eyes taki,n®r adiomds oCh ioduaee6 2Res icr ead
39Fr an S pCity to primatize recycling; delivercb-s i de s er vi c eChitago Sorbimesaich | ds , o
31, 2011.

140 City of Chicago, 2011 Mayoral Transition Report (produced by Mayor Richard M. Daley), May 6, 2011, p. 231.
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http://www.indy.gov/eGov/City/DPW/Trash/Pages/SolidWasteDistricts.aspx
http://www.portlandonline.com/bps/index.cfm?a=109782&c=41621
www.cityofchicago.org/city/en/depts/doe/supp_info/commercial_wastecollectionfranchises.html

departments is over $1.1 billidff: Together, the three departments employ roughly 5,717 full

time equivalent (FTE) positions including grdnnded positions** The FY2011 appropriation

for the Department of Environment is $52.5 millioine majority of which is grant fundirg®

Al t hough the departmental appropriations pr
include wage and salary costs, they do not include persoslagtd costs such as payments for
pension funds, healtmis ur ance and wor kersdé compensation
in the Finance General Department 99.

City of Chicago FY2011
(in $ thousands)

Local Funds
Appropriation | Grant Funds* Total FTE
Department of Streets and Sanitation $ 240,8704 | $ - |$ 240,870.4 2,576
Department of Transportation $ 126,510.7|$ 511,315.0|$ 637,825.7 980
Department of Water Management $ 2525614 (% 147.0|$ 252,708.4 2,161
Department of Environment $ 3,4799|% 49,007.0|$ 52,486.9 78
$ 6234223 $ 560,469.0 $ 1,183,891.3 5,795

*Includes carry-over from FY2010.

Source: City of Chicago FY2011 Appropriation Ordinance, pp. 13-14 and 463-466; full-time equivalent positions from City of Chicago
FY2011 Budget, Program and Budget Summary.

Over $4.1 billion is allocated to maintain,
the 20162014 capital improvementplan (CIFf Al t hough the Cityods ClI
for future infrastructure projects, the City lacks detailed data on the current state of infrastructure
repair. Assessments of the Cityodognakingifrastru
difficult to objectively determine the need, prioritizatiand efficiency of repairs, replacements

and expansion.

For street and alley construction and improvements, projects are administered through the
Aldermanic Menu Program, whicturrentlyoffers each ward%32 million per fiscal year for
infrastructure projects. Additionally, the lllinois Department of Transportation (IDOT) and
CDOT funds are focused on projects for arterials and main roads. The water main replacement
program replaced one percent or 42 s pipe in 2007 and plans to increase to 75 miles per
year in 2016, as outlined in the CIP. The City also pursues system leak detection and repair by
inspecting each water main every four years and the critical main ever{/34@a20071,220

141 Does not include benefits or pension payments. City of Chicago, FY2011 AjapiapOrdinance, pp. 134

and 463466.

142 Since the total fultime equivalent positions including grafuinded positions is not available in the approved
Annual Appropriation Ordinance, the recommended total is used from the City of Chicago FY2011, Budge
Program and Budget Summary, pp. 189,-203, 219225 and 24449.

143 Does not include benefits or pension payments. City of Chicago, FY2011 Appropriation Ordinance, pp. 13 and
463.

144$4 1 billion includes funding Cityspace, Economic Development, Neitjgioal Infrastructure, Water, Sewers

and Transportation programs. For more information on CIP program funds, see Appendix G. City of Chicago, 2010
2014 Capital Improvement Program, pp-2Zand 3142.

145 Chicago Metropolitan Agency for Plannirigprtheasten lllinois Regional Water Supply/Demand Plamarch

2010, pp. 91 and 100.
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miles of ppe were inspected resulting in 217 main and tap leaks detected and repaired,
conserving an estimated 5.2 million gallons of water per‘tfay.

Civic Federation Concerns
The Civic Federation has the followitBg conc

1. The City of Chicagobs public works depar
have numerous overlapping functions in infrastructure maintenance, procurement,
construction, inspection and compliance services. In infrastructure maintenance,
inefficiencies are likely to exist in project implementation. For example, to repair a water
main break, a crew may require interventiomparticipation by DWM, CDOT andr
DSS to carry out the multiple steps to fix the break. Each laborer works within the
negotided jurisdiction of the represented union, since their contracts explicitly limit the
traditional duties of that employee to those within the uff6mhis can result in crews
comprised of significantly more employees than necessary to complete the project.
Fragmentation of duties can also lead crew members to be narrowbyriasted,
fulfilling the requirements of their specific processes without considering the most
efficient coordination with other crew members. Overly large crews and the
fragmentatiorof duties may result in inflated timelines, delays and ineffectiveness upon
completion. Such inefficiencies have been reported by the Office of the Inspector
General, most notably in its reviews of the Bureau of Sanitation and motor truck driver
job duties The Inspector General noted the inefficiencies of limited job duties when
sanitation Laborers were observed waiting during work hours for Motor Truck Drivers to
arrive with the garbage truck to pick them up and drive them for garbage colféetion.
CDOT and DWM, motor truck drivers are required to drive their respective vehicles to
and from the jobsite only. By their collective bargaining agreements, they are not
required to assist in any construction work, which increases the number of people needed
oncity crews.

2. The current infrastructure management system consists of large departments with similar
and overlapping phases of project delivery. While each phase has different purposes and
requires different skills, the current management structure negeires specialization
in any particular area nor does it allow for efficient integration and cooperation between
departments. Each department head is required to oversee a multitude of functions from
labor management and negotiations to planning ampéati®n services. With similar
functions decentralized and overlapping in multiple large departments, inefficiencies are
likely to exist in layers of general management and supervision.

148 Draft Water Conservation Strategic Plan, July 23 2008, developed by the City of Chicago Department of Water
Management and CTR. Cited by Chicago Metropolitan Agency for Plarkort)eastern lllinois Regional Water
Supply/Demand Plariarch 2010, p. 100.

147 See Section 14.2 Traditional Work of the collective bargaining agreements for the Trades Coalition at
http://www.cityofchicago.org/city/en/depts/dol/supp_info/city_of chicagdectiVebargainingagreements.html.

148 Office of the Inspector Gener®&e port of I nspector Generalds Findingg:

of Sanitation(Chicago, 2008), p. 11.
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3. The current infrastructure management system requires portion& @onstruction in
the City to be perfformedlyyach depart ment 6s crews. DWM
sewer mains and CDOT resurfaces straatiinstalls curbs, gutters and sidewalks. Both
departments currently contract some of these tasks to private corsfdetho may be
|l ess constricted by collective bargainin
Performing new construction projects with City crews may require the City to maintain a
workforce of substantially more tradesmen than would be neededGfithe y 6 s Ccr e w§
performed maintenance projects. The departments need to create additional work for
these crews of§easonin addition, the City cannot take advantage of cost savings when
private construction costs dip as they have over the last few. year

4. In addition to the cooperation of multiple City departments, major public works projects
may involve private sector entities such as gas and electric utilities. Over time complex
projects like gas main repairs can change in project scope and scheakitey
collaboration with the City difficult. The lack of coordination can prolong the project
timeline and cause significant disruption to City residents.

5. Outside entities who own infrastructure within the public Aghtvay, such as private
utilities or contractors, and sometime#ydonstruction crews may be the cause of poor
street quality due to inadequately restored utility cuts. Research shows that excavations
degrade and damage pavement no matter how well cuts are repaired, because the impact
extends beyond the location of the excavatfirunplanned or uncoordined work
within the rightof-way and general lack of accountability on the partholse who
perform utility cutscontribute greatly to rapid degradation of the pavement and road bed.
With a lack of adequate planning and rigitway management, the City will continue to
see degraded pavement conditions and increased lifecycle costs of streets.

6. The City provides a variety of inspection services in different departments, including
inspectons for the environment, public way, elevators and buildings. In 2008, the City
employed 14 different inspector types in nine separate departments to conduct both
scheduled and surprise inspectidtisiccording to the 2% Century Commission, the
decentralied approach to inspections inhibits efforts to improve the effectiveness of the
Citydébs inspections process, introduces u
burden on businessé&¥.

149 See the City of Chicago Department of Procurement Services forgeb aontracts available at
http://www.cityofchicago.org/city/en/depts/dps/supp_info/2011_job_order_contractsjoc.html (last visited June 14,
2011).

150 City of Santa AnaStreets & Technology Conferen@anta Ana, CA: February 2000), 10, and Tarakji, Ghassan
The Effect of Utility Cuts on the Service Life of Pavements in San Francisco, Volume 1: Study Procedure and
Findings(San Francisco, CA: May 1995), 10, and Wilde, W. James, Grant, Carolyn, and White, George T.,
Controlling and Reducing the Frequency @vement Utility Cut¢Houston, TX: 2003), 11. As cited in City of San
Diego, Office of the City AuditorStreet Maintenance: City Needs to Improve Planning, Coordination, and
Oversight to Effectively Manage Transportation Asddtsszember 2010, p. 2.

151 City of Chicago, 21 Century CommissiorChicago: For a Thriving 2% Century November 6, 2008, p. 79.

152 City of Chicago, 21 Century CommissiorChicago: For a Thriving 2% Century November 6, 2008, p. 79.
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Civic Federation Recommendations

The Civic Federation makes tf@lowing recommendatiasito addresshe concernsaised
above:

15.Reorgani ze the Citybés I nfrastructure Depar

The Civic Federation recommends consolidating and reorganizing the functions of the
Department of Watevlanagement, Department of Transportation, Department of Streets and
Sanitation and Department of the Environment into three new departments: Department of Water
Supply, Department of Infrastructure and Department of Environment and Sanitation. The
consoldated departments would allow the City to plan, design, construct, evaluate and maintain
new constructiontoprayectmawagbdméctr adCensol i
and maintenance bureaus would allow the City to significantly reduicdrastructure

maintenance workforce by cressining City employees to perform multiple similar job duties

and by implementing repair projects more effectively. All new construction would be performed
by private contractors.

By combining similar compéincedriven inspection services, employees with various inspection
duties from DWM and CDOT would be cresgained to provide comprehensive services,
reducing duplicative positions and expenses.

Current Public Works System /\ Reorganized Public Works System

Commi ssi one-

Bureau of Admin
Support

Bureau of Engineering
Services

Bureau of Operations
and Distribution

Bureau of Water Supply

Bureau of Meter
Services

Commi ssi oner 0
Bureau of Traffic Services
Administrative Services
Division

Bureau of Sanitation

Bureau of Rodent Control
Bureau of Street Operations
Bureau of Forestry

Commi ssi one

Bureau of Operations
and Supply

and Sanitation

Commi ssi oner6s Of fi
Bureau of Maintenance and Inspection
Deputy Commissioner
Infrastructure Management (CDOT)
Electrical Operations (CDOT)
Street Operations (DSS)
Traffic Services (DSS)
Meter Services (DWM)
Forestry (DSS)
Rodent Control (DSS)
Inspection Services
Bureau of Design and Construction
Development Deputy Commissioner
Division of Electrical Procurement
Operations Engineering (DWMand CDOT)
Division of In-House Project Development (CDOT)
Construction

Department of Streets

Commi ssioner
Division of Administration
Division of Engineering

Division of Infrastructure
Management

Division of Project
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Department of Water Supply

Department of
Transportation
Department of Infrastructure

The Department of Environment and Sanitation would coembit he curr ent DOE
Bureau of Sanitation in an effort to coordinate garbage collection and recycling planning with the
regulatory environmental department. The merger would also eliminate redundancies in having
t wo commi ssi 0n e rigré@tivegroups irdemrtmemsithathdveoverlapping
missions.
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The Department of Water Supply would be responsible for the intake, filtration and pumping of
water to the City and its customers. The new department would continue to operate and maintain
the filtration plants and water intake facilitigsowever it would no longer be responsible for

new construction outside of the tregent plants and pump stations or ttoee maintenance of

water and sewer lines within the public rigitway.

The Departmet of Infrastructure would be divided into two bureaus: Maintenance and

Inspection and Design and Construction. The Bureau of Maintenance and Inspection would be
responsi ble for the maintenance of thsg City
sidewalks, street lighting, planters, traffic signals and water and sewer lines. With the creation of
a new department, the City would have the opportunity to ¢rasstradesmen, laborers and
inspection employees from DWM, CDOT and DSS and reduckalioe force considerably. The
reduction in staff could lead to significant cost savings in shod longterm obligations,

including pension obligations, healthcare costs and tort liability claims. With new titles and
positions in the Department of laitructure, employees may require new representation as
crosstrained employees, opening up the opportunity for the City-teegotiate labor contracts

that in the past have limited the scope of traditional work.

The Depart ment o fuofDesignansl Cansirgction woeld ks reBponsikeleafor

the planning, design and construction of new capital projects in the City. The bureau would focus
on holistic project management where a manager would oversee all aspects of a capital project
within thepublic rightof-way: water and sewer lines, traffic signals and signage, drainage,
landscaping, pavement and sidewalks, as well as coordination with private companies such as
gas and electric utilities. This form of project management would allow fore coberent

handoff to the Bureau of Maintenance and Inspection, recognizing and highlighting the total

cost of infrastructure ownership. The centralized new construction bureau should implement a
streamlined procurement process and minimize the usehaiuise construction, openinig

competition for contractors and reducing costs for the City.

Action(s) Needed: Direction of Mayor, Departmental Implementation
Responsible Official(sMayor, City Council

Time Frame for Implementatio2012

Financial Impat High

= =4 =4 4

16.Implement a Comprehensive Riglof-Way Management Program

In an effort to minimize the inefficiencies associated with complex public and private
collaborations for work within the public riglf-way, the Civic Federation recommends that the
City implement a comprehensive righftway management program. This program would

require rightof-way users to acquire permits, perform work to prescribed standards and warrant
their work. Failure to meet rigiaf-way use standards would result in punitiveactThe City

should require any entity conducting work in the public rigfitvay to fully repair the

pavement, curb, sidewalk diod landscaping rather than filling arml/ patching to a minimal

degree upon completion of the work. By implementing thiggm, the City will be able to hold
right-of-way users accountable for their performance and for restoring theofiglaty to an
acceptable conditioms well agyreatly reduimg infrastructure degradation.
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By effectively managing work within the publiight-of-way, users may bencouragedo

reduce excavations or pavement cuts on City streets and sidewalks. This will lead to less
degradation and shortening of pavement life and it will significantly reduce the number of
potholes and other pavement faglsithat are a substantial maintenance and liability expense.
The City may be able to avoid excavations in newly resurfaced streets and better manage
resources for general resurfacing.

Action(s) Needed: Direction of Mayor, Ordinance
Responsible Official(s Mayor, City Council

Time Frame for Implementatio2013

Financial ImpactHigh

= =4 =4 -4

17.Centralize Inspection Services

The Civic Federation recommends that the City reform inspection services byranossy

inspectors and consolidating services. With a cknéichinspection services department, the City
would provide a more accessible interface for businesses without compromising compliance and
safety requirements. According to the'Zlentury Commission, consolidating inspections by
function could significatly streamline the process for businesses by decreasing inspection
turnaround times, providing easier scheduling and decreasing the number of inspectibii visits.

In addition, consolidation could result in scheduling and travel efficiencies and operational
efficiencies such as reduced response times, proactive inspections and reduced costs.

Mayor-Elect Emanuel Chicago 2011

1 Action(s) Needed: Direction of Transition Plan: Initiative 7
Mayor, Departmental 17l mp r ents aithbegin with a comprehensive review of
Implementation fees, regulations, and inspections that involve business

owners and non-profit delegate agencies, as well as the

T R.esponS|bIe Official(sMayor processes they must navigate.
' Time Frame for In Year 1: The licensing process will be further streamlined,
Implementation2012 andt he City will take a compr

Page 15

1 Financial ImpactMedium

WATER AND SEWER ENTERPRISE FUNDS

The Department of Water Management (DWM) provides drinking water to the City of Chicago
and 125 suburban communities representing approximately 43% of the population of the State of
lllinois. The department draws water from Lake Mgan via intake cribs that transport the raw
water to the Cityds two water treatment pl a
miles of water mains via twelve pumping stations. In addition, DWM is responsible for the
transport and delivergf wastewater and storm water through 4,392 miles of sewer lines to the
Metropolitan Water Reclamation District of Greater Chicago (MWED).

DWM is an enterprise fund with water and sewer rates being the sole source of operating funds.
The Water Fund isrpjected to have $493.1 million in total available resources in 2011, and the

133 City of Chicago,The 2 Century Commissioan City GovernmentNovember 6, 2008, p. 80.
134 City of Chicago, 2011 Mayoral Transition Report (produced by Mayor Richard M. Daley), May 6, 2011, p. 231.
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Sewer Fund is projected to have $209.3 million. Of those resources, water fees are projected to
generate 89.8% of the Water Fund resources and sewer fees are projected t® 9&198tabf

the Sewer Fund resources. DWM also uses $225 million in capital funds to manage water and
sewer infrastructure and rehabilitate facilité.

In 2010 DWM completed 5,799 repairs on catch basins. Additionally, in an effort to prevent
failures andextend the life of the catch basin, the department lined 16,399 catch basins and set a
goal of lining 16,000 catch basins in 20DIWM6 s Met er Sav e -Petaeglr am s e
singlefamily and tweflat homeowners to volunteer for water meter installatioWNDhas

increas%d6 the number of meters installed from 439 in 2009, to 3,513 in 2010, with a goal of 7,000
in 2011.

Civic Federation Concerns

The Civic Federation has the following conc
funds:

1. Chicago andits suburbs are likely to experience an increase in demand for water from a
projected growth in populatioRi’ This growing demand and indications of possible
scarcity are a concern for the Department of Water Management, as the need for
upgrading and repang water infrastructure continues. According to the Chicago
Metropolitan Agency for Planning (CMAP), nearly 1,000 installed miles of water main
pipelines are at least 100 years bftDuring the last decade, the City was replacing an
average of 42 milesgp year. As CMAP notes, the maintenance rate is being outpaced by
the infrastructureging rate.

2. The Civic Federation is concerned with the lack of accuracy in determining water usage
and rates for City residentacicommercial users. In Chicaga% of shgle-family
homes, tweflats and other residential properties are not charged for water by usage.
Instead, the City calculates their water bills using a formula based largely on the size of
buildings and lotd>® According to a Chicago Sefimes investigatin, recent rate hikes
hit nonmetered customers harder because they are already paying more than they need tg
and cannot lower their bill by reducing usa@®Although the MeterSave program has
successfully installed over 3,500 meters, the City has not reahtteat all homeowners
install water meters.

1%5 City of Chicago, 2011 Mayoral Transition Report (produced by Mayor Richard M. Daley), May 6, 2@B2, p

1%6 City of Chicago, 2011 Mayoral Transition Report (produced by Mayor Richard M. Daley), May 6, 2011, pp. 231
232.

157 Chicago Metropolitan Agency for Plannirgprtheastern lllinois Regional Water Supply/Demand PMarch
2010, p. 159.

138 Chicago Metopolitan Agency for Plannindyortheastern lllinois Regional Water Supply/Demand PMarch
2010, p. 153.

Tim Novak, Chris Fusco almidl IArng Gud aad ,| @hitigbSuamgardy V@
Times November 19, 2010.

¥0Tim Novak, Chrisiisco and Art Go l-mibl,| ifirCth i measgo 6lsE€hivagp SUnmany s o
Times November 19, 2010.
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3. Among t he

Cityos

customers of water

users including hospitals, universities and senior citizens. The Inspector General
estimated that the City could save nearl@.$2nillion by eliminating subsidized water
and sewer usage for ngmofit organizations and senio'r%.

Civic Federation Recommendation

The Civic Federation makes the following recommendation:

18.Develop a Water Management Plan

The City should examine its watmanagement strategy and develop a plan to address the

critical demand and infrastructure aging issues it faces. The goal of the water plan should be to
accurately determine the full cost of providing water services to the City and its suburbs in order
to adequately adjust revenue sources to maintain, improve and expand water infrastructure. Full
cost includes capital charges, operation and maintenance costefginy management costs,

depreciationas well ageserves foeconomic and environmentatternalities. By designing

rates to recover the full cost of
delivering water service, public
utilities will benefit from sufficient
revenue to implement infrastructure
goals.

The Department of Water
Management should focus on
universal metering for allagers of their
water services, including homes, not
for-profit institutions, hospitals and
universities. Meters gather data to
inform the supplier and user of their
water use, to detect water waste and
leaks and can pinpoint opportunities {
save water. Hawg solid data to track
usage is essential in determining the
full cost of service.

Mayor-Elect Emanuel Chicago 2011
Transition Plan: Initiative 26
fAaThe City wil!/| wor k wi tybar
plan to reduce sewer overflow and basement flooding
and to protect Chicagods
9 The plan will include water meter installation in homes
along with a true cost accounting for the cost of water
collection, treatment, delivery and reclamation, so that
planning takes into account the upkeep of the systems
and protection of Chi cagod
In 100 days: The City will accelerate the development of
the multi-year plan, which will look at water meter
installation and over haul
il n Y eTherplariwill be rolled out. The City will also
develop a water pricing plan that can ensure the security,
quality, and conservation of the water supply.
First Term: Chicagoans will see decreased basement
flooding, fewer beach closures, and fewer wastewater
overflows, all of which will help protect Lake Michigan

and the Chicago River. o0
Page 37

181 City of Chicago, Office of Inspector GenerBlidget Options for the City of Chicagdctober 2010, pp. 291.
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In Boston, implementation of full cost pricing resulted in adequate funding for improved water
management programs including metering, leak detection and replacemesitrang of water

mains. These improvements ultimately resulted in decreased unaccounted for water, allowing for
both increased utility revenue and the return of associated cost savings to cutomers.

The recommendati onds f i noatsavingathat camonmlglechieved a n
when initiatives within the water management plan are implemented.

Action(s) NeededDirection of Mayor, Departmental Implementation, Ordinance
Responsible Official(s): Mayor, City Council

Time Frame for Implementian: 2012

Financial ImpactHigh

= =4 =4 -4

ALTERNATIVE SERVICE DELIVERY

Alternative service delivery (ASD) refers to any process that shifts some or all of the functions,
risks or responsibilities for delivering a service from the primary government to the private
sector or another public entity. When the function is transferred to the private sector it is
commonly referred to gwrivatization.Alternative service delivery can take many forms such as
an asset sale or lease, contracting out the management of aor asseice, franchising,

vouchers and a variety of other structuf®dvlanaged competition, a method of alternative
service delivery, allows government employees to competitively bid against private contractors
to provide services

The term PublidPrivate Partnership or P3 is often used synonymously with alternative service
delivery and privatization. Some definitions of P3 distinguish it from other forms of privatization
in that the private sector is providing services for an extended period 6¥timhile otherspoint

to the sharing of the risk and reward potential in the delivery of the séf¥Vice.

The City of Chicagobés | ease transactions 1in
metered parking system are often cited as groundbreaking Badt@ams. However,

privatization does not have to involve letegm lease concession agreements as was done in
those high profile transactions. It can be also mean outsourcing a minor service or function.
Since 1990 th€ity of Chicago hagrivatized at last 34 different services and programs such as
airport parking operations, custodial services and tree platffing.

¥2Go | dst ei-GostWater P fi E iddutnal of the American Water Works Associatib®86. As cited by
Chicago Metropolitan Agency for Planningortheastern lllinois Regional Water Supply/Demand PMarch
2010, p. 120.

183 Civic FederationAlternative Service Delivery: A Civic Fedation Issue BrigfDecember 2006, p. 3.

154 Government Accountability Officédighway PubliePrivate PartnershipsFebruary 2008, p. 5.

185 California Debt and Investment Advisory Committee, Issue Brief: Privatization vs. FRibliate Partnerships,
http:/www.treasurer.ca.gov/cdiac/publications/privatization.pdf (last visited on May 3, 2011), p. 4.

186 City of Chicago Office of Budget and Management Report to the City Council Committee on Budget and
Government OperationBrivatization of City Services anduRctions: 1995005,April 27, 2005, Tab 2. The report
focuses on savings from projects enacted between 1995 and 2005, but also includes some information from projects
implemented between 1990 and 1995.
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Currently, the City is exploring privately fu

Airport.*®’ The Cityhas also recently taken stepw#d more modest alternative service
deliveryoptionsby proposng and/or solicitingpi ds on t he operation of

Carto recycling and animal care®in the Anim

Civic Federation Support for Alternative Service Delivery

The Civic Federation has traditionally supported alternative service delivery or privatization
effortsthat meet certain criteria and contain sufficient safeguatternative service delivery is
not a panacea f or pabemoanckcanmpresent tiséss butfiticam berawsefall
tool to increase efficiency and reduce coSmpetition from private, nonprofit and even other
public entities can help reduce og#onal inefficiencies thahaydevelop in a system of
monopoly service qovision by a single government.

The Civic Federation has developed the following criteria to evaluate alternative service delivery
proposals-®®

1 A competitive bidding process for operator selection must be Tissusferring
responsibility for service digery to a private firm or nonprofit organization cae
beneficial only if there is a marketplace of competitive, qualified vendors or service
providers

1 There must be strong asdstained management oversight by the governrast.
government must pratethe public interest by including management oversight
provisions in any concessionaire or service contracts.

1 All potentialcostsmust beconsideredncluding direct and indirect costs, transition costs,
shortterm and longerm costs, oversight costegimpact on outstanding debt afhdure
grant eligibility and longteerm impacts on rates or charges. Governments should be
cognizant thatubstantial overhead ceshaycontinue to exiseéven in acontractual
environmentnd therefore should identify wdhi costs are truly avoidable through
outsourcing' "

1 When transferring responsibility for service delivery by means of atlermg lease or
sale,governments must carefully consider the policy implications of matters such as
limitations oncompetition and ement domain. For example, the letegm leasing of a
tollroad shoulh ot precl ude a governmentds abil it
needs in the vicinity afat toll road, including the ability to plan, acquire land and
construct new roads.

%73 0on Hi | Raeylays tratks forfiighpeeda i | t o Clicagd aribuneMay 2, 2011. See also
www.ordexpressrail.corflast visited on May 12, 2011).

city of Chicago, fAMayor Daley Says City Will Look |
Lakefront Festivals, Other Functions, 0 news release,

http://mayor.cityofchicago.org/mayor/en/press _roongpreeleases/2010/august 2010/0826 management_initiativ
es.html(last visited on January 27, 2011).
189 Civic FederationAlternative Service Delivery: A Civic Federation Issue Biicember 2006; Roland Calia

and Laurence Msall, G6ihh@uBhica@oi GwegrmenPRnanceReviesshi ps, 0
forthcoming June 2011.
""Nadeen Biddingei Fi scal First Aid: Outsourcing, 0

http://www.gfoa.org/downloads/GFOA_FFAD260utsourcing.pdf (last visited May 4, 2011).
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http://mayor.cityofchicago.org/mayor/en/press_room/press_releases/2010/august_2010/0826_management_initiatives.html
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There should be a fulind deliberat@ublic discussion and reviesf significant

proposalsand there must be requirements for public reporting of financial and operational
results.

Any proceeds generated from asset sales or leases must be appropriatdlgaised.
proceeds shouldotbe used for recurring expenditures or as a temporary fix to a

structural fiscal challenge. Proceeds should be used to invest in capital facilities, establish
long-term reserves that generate interest earnings or reduce existogiobB, such as
long-term debt or unfunded pension obligations.

Communities should also examine what are core public functions and what are non
essential services. This has been an issue in the metered parking concession agreement.
lawsuithas been filg alleging that the City unconstitutionally gawe control of its

policing powers and the ability to set traffic and parking policies, both core public
functions'’* There are also nelegal considerations and these value judgments will
causdifferencesanongst cities in what they define as a core public function.

Civic Federation Concerns

The Civic Federation has the following concerns:

1.

The City has a structurahbalance between revenues and expendimmdbas not made

the level of operational changieecessary to permanently eliminate this gap. While the
economic downturn exacerbated the Citybo
i mbal ance prior to |l oss of economically
significant drawdowrof fund balance during the peak years of receipts from
economically sensitive revenubé.The Citymust look atll means available tedue
ongoing expendituresnd generate additional resources

S

The City does not have a policy regarding alternativeisedelivery. This hinders the
Citybés ability to effectively evaluate o

The City of Chicago and Cook County provide many similar services and have many
similar internal functions. As home rule units of gowaent, they have also chosen to
impose many similar taxes including tobacco, amusement, parking and fuel taxes. There
are numerous opportunities for cooperation between the two governments that could
yield cost savings for taxpayers but have not yet lnegximized. Cook County Board
President Toni Preckwinkle and Chicago Mayor Rahm Emanuel have expressed their
desire to explore these opportunities and created a committee to identify them. The Joint
Committee on CityCounty Collaboration report outlines tbpportunities and notes

where there two governments should coordinate their services, jointly contract with a
third party or consolidate agenci€s.

1 Kristen Mack,fiChicago's parkingne t er | e as e GhicagoTsibuteAugust20, 20090

2 Civic FederationFinancial Challenges for the New Mayor of Chicagebruary 14, 2011, p. 13.

173 Report of the Joint Committee on Giounty Collaboration, June 2011.
http://www.cityofchicago.org/content/dam/city/depts/mayor/Press%20Room/Press%20Releases/2011/June/CityCou

ntyCollaborationJune201ddf (last visited on June 20, 2011).

56



http://www.cityofchicago.org/content/dam/city/depts/mayor/Press%20Room/Press%20Releases/2011/June/CityCountyCollaborationJune2011.pdf
http://www.cityofchicago.org/content/dam/city/depts/mayor/Press%20Room/Press%20Releases/2011/June/CityCountyCollaborationJune2011.pdf

Civic Federation Recommendations

The Civic Federation makes the followirgcommendations to help addréiss concernsaised
above:

19. Create anAlternative Service DeliverPolicy

The Cityods fiscal condition requires that I
determine whether they can be delivered more efficiently. Alternative service is one tool
avdlable to the City to reduce costs while P3 structures have the potential to hegxistimg
infrastructurgepairsandnew nvest ments. A first step in th
be adoption of a policy that witirovide a framework foevaluatingand entang into alternative
service deliveryarrangements. The poli should be publicly discussed amgproved by th€ity
Council and address the need for cost analysis, the role of managed competition, public review
and oversightThiswill help facilitate a discussion of what ar@re public functions and which

are noressential functiongn addition, a policy that addresses the use of asset lease proceeds
and reserves should be adopted in a separate financial policy as the Civic Fellasation
previously recommended.

The Government Finance Officerso6 Associati o
outsourcing works best: (1) the service can be precisely specified in advance and its performance
evaluated after the fact, (2) the govaent has a full understanding of how the production

process for the service creates value to the public, (3) the government is more interested in the
results than the method of providing the service and (4) disappointing contractors can be readily
replacedor penalized’*In the past, the Civic Federation has identified the following functions

as potential candidates for alternative service delivery: garbage removal, customer service
centerssome human resources functions such as benefits administrataymation

technologyfleet managemerif? 311 calls for noremergency servicebusiness licensing,
propertymanagement, payrghr ocessi ng and accounting. The
estimated that privatization of garbage and recycling could savetthev@r $100 millior-"®

There are also parts of the Department of Water Management that have the potential to be
privatized includingoilling services, sewer operations and filtration plants.

1 Action(s) NeededOrdinance

1 Responsible Official(sMayor, Cty Council
1 Time Frame for Implementatio@011

1 Financial ImpactLow

20.Restart Bidding Process to Implement a Public Private PartnerstoipMidway Airport

The City previously made attempts taviatize Midway Airport. In 200&he City signed a 99
year leae of the airport for $2.521 billion. The deal collapsed due in part to the financial crisis as

" Nadeen Biddingefi Fi scal First Aid: Outsourcing, 0
http://lwww.gfoa.org/downloads/GFOA_FFAD260utsourcing.pdf (last visited May 4, 2011).

17> Mayor Rahm Emanuel has initiated the merging of the Departments of Fleetdviagraigand General Services.
City of MayoiRamgEmanuefiAnnounces New And Comprehensive City Lobbying Data Posted Online
And Highlights His Administration's First 30 Days, 0
Chicago | nspect BudgetGpionefor thé Gitg of ChicdgiDctaber 2010, p. 25.

57




investors were not able to secure finandifigthe City retained a $126 million deposit from the
canceledease transactiol{® The Civic Federation recommends ttta new Mayor and City
Council resurrect the deal because Midway Airport continues to be an excellent candidate for
privatization due to the following:

1 Inthe past, the City has found a competitive pool of experienced airport operators to bid
on the lease

1 The City could receive substantial proceeds from the transaction at a time when it is
struggling under the weight of significant leteym liabilities including pension
obligations and direct debt. It must also find resources to continue to investapited
assets.

1 State | aw ensures that the majori-ter;jn of t
needs and not for the operating budget. The Local Government Facility Lease Act
specifies that at least 90% of the proceeds of the lease agreentidne expended or
obligated for construction and maintenance of infrastructure within the municipality or
contributions to municipal pension funds. The amount of proceeds spent on municipal
pension funds cannot exceed the amount spent on infrastriCture.

Prior to pursuing the lease transaction the City should adopt a policy regarding asset lease
proceeds. While 90% of the proceeds are governed by State legislation, the 10% of the proceeds
that the City would have complete discretion over could still héatantial sum which should

be used appropriately. Midway Airport is a significant public asset and therefore any lease
transaction should be transparent and provide for meaningful public input. The City Council and
the public should be provided adequateetand information to consider any proposal

Action(s) NeededDepartmental Implementation, Ordinance
Responsible Official(sMayor, City Council

Time Frame for Implementatio@011

Financial ImpactHigh

= =4 =4 =4

21.Pursue Revenue Collection and Enforcement Oppanities with Cook County

The report of the Joint Committee on CG@punty Collaboration identified many opportunities

for cost savings, service improvements and streamlining between the two governments. One
opportunity that would quickly improve the taxea experience, boost revenues and reduce

costs would be collaboration on home rule tax collection and enforcement. Although the State of
lllinois collects, enforces and distributes sales tax revenue, the City and County departments of
revenue separatelyglaninister taxes many of the other taxes that they have in common (e.g.,
amusement, tobacco, liquor and fuel). This leads to duplication of effort by the governments as
well as excess paperwork for business taxpayers.

""Kat hy Bergen Mhdwaghhi Bppneé, piii vat i zCGhicagmTmbupe] ans gr @
October 14, 2010.

"See Bob Sechler and Amy Merrick, fcCki Magwa@alhielpor
Street JournalApril 21, 2009.

1 public Act 0940750.
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The Civic Federation recommends thet City and County work to reconcile their home rule

tax ordinances so that their common taxes share the same base and compliance requirements.
The administrative fctions of collection, auditingnd penalty enforcement should then be
transferred to whiakver government is best prepared to effectively administer them. That
government should audit businesses for comp
thus boosting efficiency since a single audit would uncover violations for both governments
rather for just one as is currently the ca&eThis would also simplify and streamline the tax

filing process for businesses.

Action(s) NeededDirection of Mayor,Departmental Implementatio@rdinance
Responsible Official(sMayor, City Council
(Note: equvalent action by Cook County would be required)
1 Time Frame for Implementatio2012
1 Financial ImpactMedium

T
T

TAX INCREMENT FINANC ING (TIF)

The City of Chicago receives and distributes the property tax revenue for Tax Increment
Financing districts withints boundariesThis revenue is not appropriated as part of the City
budget, but is spent by the City according toitttvidual Redevelopment Plan for each TIF.
There arecurrentlyl65 TIFdistrictsi n Chi cago a c c Depatmengof Hoasing h e
and Economic Development (HE®)website'®* For tax year 208, Chicago TIFs generated
$519.7million, up from $386.5 million in 2005* The $519.7 million of TIF revenue

represented 38.4% of the Cityos™®gross prope

Civic Federation Support for Tax Increment Financing

The Civic Federatiosupports the use btax increment financing (TIF) asa municipal

econonic development toolt is an importantmechanisnthat has generated significant

economic development benefits for Clgoaand its citizens over time. However, many questions
have been raised about the transparency and effectiveness of its opanétioasnew
administration taking office, the TIF program in Chicago should be subject to a comprehensive
revi%vsv to determinés effectiveness and consider the development of a policy to guidéuite

use.

180 Report of the Joint Committee on Giounty Collaboration, June 2011, p. 81.

181 Formed through the merger of the Department of Community Development and the Departrosimgfad
Land Use Planning on Jan. 1, 2011.

City of Chicago Housing and Economic Devel opment we
www.cityofchicago.org, (last visited on April 5, 2011).

183 Cook County Clerk TIF Reports. Skep://www.cookcountyclerk.com/tsd/tifs/Pages/default.a$pst visited on
February 9, 2011).

134 The City of Chicago property tax extension for tax year 2009 totaled $834.0 million and includestidefor

the library and debt service on bonds issued for the City College of Chicago and Chicago Public Schools. The
$834.0 million extension combined with the $519.7 million TIF revenue totals $1.35 billion in gross property tax
revenue for tax year 200Sources: Cook County Cle2009 Cook County Tax Rates Reort2009 TIF Report

City of Chicago 2009 Appropriation Ordinance, Schedule B.

1850n May 19, 2011 Mayor Emanuel announced the creation of a task force on TIF reform to improve TIF
transparencynd accountability. The President of the Civic Federation is serving on this task force. See
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http://www.cookcountyclerk.com/tsd/tifs/Pages/default.aspx

The Civic Federation supports government economic development &ffodsiding TIFT if

they are linked to reasonable goals and objectives, are tied to a broadergfaoncess and

provide the public with timely, accurate and compiefermation. The purpose of municipal
economiadevelopment is to bring greater wealth to an area and improve standards of living by
creating a favorable investment climate that atthagtsneses angobs Economic development
benefitscitizens and taxpayers by enhancing employment opportunities and broadening the tax
base. The Civic Federation is supportive of publfalyded efforts to develop infrastructure,

such as roads, public trsit, sewers, bridges and street lighting that benefit both businesses and
the general public. Public funding for community development investments that improve
housing, education, and recreation opportunities for local residents is also valuable. There is
clearly an important government role in the financing and construction of these improvements.

In the absence @dequatdederal or state funding programs, TIF remains the most significant
local economic development tool for municipalities. Nmme rulemunicipalities in particular
would find it difficult to fund economic development projects without TIF due to the limiting
effects of rate limits and tax capgherefore, the Civic Federation supports retaining municipal
control over the operation and itementation of TIF.

Currently, municipal economic development activity is funded by means of general tax revenues,
state and federal grants and TIfFTIF were abolished, governments wouldrequired to turn
completely tageneral tax increases and igf@vernmental aid to fund economic development

and related infastructure projects iareasn need of redevelopmernitlF allows for the cost of

needed infrastructure to serve as both an incentive for business investment and to spread the cos
of the projetto the increased property tax base generated by the private and the public
investmentTIF can be an effective way to target resources at specific areas that require
infrastructure and related improvements but have not attracted private investment

Civic Federation Concerns

The Civic Federation has three primary concerns regarding TIF in Chicago:
1. Although the City has recently made greater efforts to make TIF information available on
its website it still lacks a truly transparent presentation of TIFadaid tracking of the
TIF process.

2. TIF decisions are not sufficiently integrated into a comprehensive citywide planning

process or the Cityos TIE®&aptod farimakingnpr ove ment

infrastructure and capital improvements and should by ifutégrated into a

comprehensive planning process that includes consideration of how TIF affects other
City projects as well as those of overlapping governments. The City should develop a
comprehensive and quantifiable assessment of its capital assetsoandic

development needs, prioritize those needs, and establish TIF and other capital projects to
meet the highest priority needs.

http://www.cityofchicago.org/city/en/depts/mayor/press_room/press_releases/2011/may_2011/mayor_emanuel_ann
ouncesformationoftaskforceontifreform.html (last visiedMay 20, 2011).
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3. The City does not currently produce regular measurements of the performance of its TIF
districts. The TIF program shouléye a common measurement system by which to
judge the success of TIFSuch a system would include measures such as whether TIFs
have met their original project goals, the ratio of public to private investment, number of
long-term jobs createdaverage wagof jobs created and thearket value of property in
the TIF

Civic Federation Recommendations

The Civic Federation makes the followifaur recommendationt addresshe concernsaised
above:

22.Enhance TIF Reporting

In recent years the City of Chicagastaken steps to address the issue of TIF transparency by
enhancing th®epartment oHousing and Economic Developmemtbsiteand the information

it provides about TIF. The new TIF section organizes TIF information intGscions

containing district werviews, annual reports, district redevelopment plans, maps, frequently
asked questions and success stories. The HED has addegetrddF projection reports with
estimated revenues and expenditures, transfers out, current obligations, potential andjec

fund balance for each TIF. The new webpage also includes some overall totals for the amount of
TIF revenue collected and spent by local governments and by the private BeetGity has

recently uploaded TIF balance sheet and tyssg projectiordata into its Data Portal, which

allows users to sort and download data that was previously available only in PDFf8rmat.

The City has also begun to comply with TIF transparency requirements of Public-A8896
enactedy the State of lllinoisn July 2010. The Civic Federation had long advocated for these
transparency reformé! In compliance with P.A. 98335, the City included a summary of 2009
revenues and expenses for each TIF in the back of the nedgatimendations boand created

a separate [F administration fund to account for personnel and-personnel costs associated
with the TIF progrant®®

A persistent problem with the TIF information presented by the City, however, is the lack of
aggregatas well as detadata. For example, the 20866hedule of TIF revenues and

expenditures included for the first time in @@11budget book did nathowtotals collected and
spent on TIFcitywide. In its display of TIF information, the City has historically treated each

TIF as a separaentitywheni n r eal ity a significant amount
between TIFsand all taxpayersltimately pay for TIF whether they reside in a TIF or 1{0t.

186 See http://data.cityofchicago.org/Government/BiélanceSheets/heze4be and
http://data.cityofchicago.org/Government/THfojectionReports/zai488e (last visited on June 16, 2011).

B’see Civic Federation,| M)T:axA | Qicwieanefd d eri antainacr nRyo iTt i
2007. http://www.civicfed.org/cividederation/publications/takcrementfinancingtif -civic-federationposition

statement.

188 City of Chicago FY2011 Budget Recommendations, pp-B5 535538.
http://www.cityofchicago.org/content/dam/city/depts/obm/supp_info/2011_Budget Recommendations.pdf.
civic Federation, AThe Cook County Property Tax Ext
Effect of Tax | ncr e menrb, 2010. hitp:Meviv.civicfedorgkitic i ct s, 0 Oct obe
federation/publications/coe&ounty-propertytax-extensiorprocessprimer-leviestax-capsand.
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Although thenew TIF Projection Reports wpage provides a few total numbers, much more
could bedone toshow the types of revenue and spending by year across TIFs. If TIF data were
posted oHdine in a downloadable spreadsheet formatould allow users to access detail data
and to compute aggregate totals of different types.

The currentinformaton pr o v i d ewebsdgeabout Hifeshadld beyerthanced by
providing aggregate information indawnloadablelatabase or spreadsheet format about:

1. All expendituredy year, type, recipient (the contractor or ven@dog end usetlfe
client, including other governments such as Chicago Public Schools, Chicago Transit
Authority, Chicago Park District and City Colleges of Chicago);

Non-committed funds (surplus) by year;

Committed but not yet spent funds by year, type, reci@adtend user
Principal and interest due on outstanding bond debt;

Total, frozenand increment EAV by year; and

Year of creation and expected year of termination.

No ok whN

All TIF financial information onliewebsiteshould be updated at least once a year within 30
days of the completion of each TIF&6s annua
TIFs, including projects completed and reasons for terminasioould be archived in a

ATer miTAd &tsedd a website of t he

In addition to this detailed information, the web page for each TIF should include a visual
Adashboar dhatstowsitipa myr ess t hat has been made
goals.

1 Action(s) Needed: Direction of Maydbepartmental Implementation
1 Responsible Official(s): Mayor

1 Time Frame for Implementatio@011

1 Financial Impact: Low

23.Limit Declaration of TIF Surplus

In FY2011the City declared a surplus of $180 million in 25 Tax Increment Financing districts,
thus allowng for the transfer of $38.5 million tts Corporate Fund. The administration used its

share of funds to help address the Cityos
overlapping taxing district&n compliance with state statute.

A TIF Redevelopment Plan may include a specific future project that will be funded by
accumulated account balances rather than bond funding. Suckaaymygo strategy is
prudent in many cases as an alternative to bond issuance. If this strategy of acognmavienue
over time in order to fund a specific future project has been explicitly adopted in the
Redevelopment Plan, the accumulated balance should not be considered surplus.

Gi ven t $eeerdDdgetaryiessis, it iacceptabldor the City toreview its TIFsand
declare aignificantTIF surplusagain inFY2012if surplus is availabledowever, beyond
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FY2012 the City must develop a more systematic way to evaluate and artjigarplus funds.
This strategyhouldbe addressed mcomprehensiv@IF policy.

Repeated accumulation and declaration of surplus in a TIF would raise concerns that the TIF
does not need its revenue for redevelopment projgath a situation could indicate that either
the TIF does not have achievable redevelopment godlshould be terminated or that it
generates more revenue than is needed and some parcels should be released from the TIF.

1 Action(s) Needed: Direction of Mayor, City Coungipproval in Appropriation Ordinance
1 Responsible Official(s): Mayor, City Couthci

1 Time Frame for Implementatio@011

1 Financial Impact: Medium

24.Suspend New TIF Creation Until the Completion ofGomprehensivd IF Review

The City of Chicago TIF program has proceeded on an ad hoc basis over time. The City now
reports some information fandividual TIFs on itavebsiteand recently adopted legislation
(Public Act 961335) requires a review of individual TIF districts after ayear period.

However, the City has never publicly conducted or published a comprehensive review of the
effectiveness and performance of the entire TIF program.

On May 19, 2011 Mayor Emanuel announced the creation of a task force on TIF reform to
improve TIF transparency and accountability. The task force is charged with:
1 nCrafting an overarching TIF policy withfoma |l gui di ng princi pl es
1 fiDeveloping return on investment criteria that can be used to measure TIF performance
and establish criteria to judge TIF succ
T ARecommending concrete steps for increasi
Y fEvaluatngt he role that the TIF prodg¥am plays
The task force was asked to complete its work in three months and make recommendations to be
considered in the FY2012 budget.

The Civic Federation commends this action and recommendhératiew focusalsoon

whether individual TIF districts have met or are meeting the specific project goals set in the
original Redevelopment Plan and budget. TIF districts that have failed to substantially meet their
program plan objectives in a reasbleaamount of time should be terminated, their accrued

surplus distributed and the equalized assessed value (Bé&énentreturned to théax base of

the City and overlapping taxing districts.

While the comprehensive TIF review is underway, there sHmeilal moratorium on the
establishment of any new TIF district$he review of the City of Chicago TIF program should

190

See
http://www.cityofchicago.org/city/en/depts/mayor/press_room/press_releases/2011/may_2011/mayor_emanuel_ann
ounceformationoftaskforceontifreform.html (last visited on May 20, 2011). The President of the Civic Federation is
serving on this task force.
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be undertaken before and inform the develogméa comprehensive TIF policy to be approved
by the City Council (see following recommernidaj).

Action(s) Needed: Direction of Mayor, Departmental Implementation
Responsible Official(s): Mayor

Time Frame for Implementatio@011

Financial ImpactLow

= =4 =4 4

25.Develop aFormal Policy on Tax Increment Financing

The City of Chi cag aévslopdadwihoupan ovgrarehimg pbliaysgoverming n
its management or wedirticulated measures of TIF success. TIF plans are not developed within
t he cont e x Capialfimptovement®Prograodirsa coordinated fashion with the
various elements afs economic development planning process.

The Civic Federation recommends that the Mayor and City Council adopt a formal policy to
guide the Tax Increment Financing program. While adhering to the State of lllinois Tax
Increment Allocation Redevelopmeftt, the policy will provide more specific guidance for the
Mayor and City Council on major questions regarding TIF, including:

1 Should TIF be used solely to remediate bligBt%hould it be used more broadly to spur
economic development in general?

1 Shoud TIF be used only for projects that directly enhance-@ngn employment
opportunities for Chicago residents by attracting and retaining business investment? Or
should TIF be used more broadly for housing, schools, parks and other development?

1 When is TF an appropriate economic development tool instead of traditional capital
bonding or pay as you go strategies?

1 How should TIF be integrated into a comprehensive capital planning process? How will
TIF Redevelopment Plan goals be related to overall Citgldpment goals?

1 How will the success of a Ti@istrictbe quantified and measured? Can a common return
on investment measurement be applied for all TIFs?

T Should TIF be used to acquire, build and
related governmds, such as the Chicago Public Schools, the Chicago Transit Authority
or the City Colleges of Chicagdf?so, precisely what types of development should be
allowed?How will such decisions be made? How will these transactions be quantified
and reported tthe City Council and the public?

1 Is there aroptimal number of TIF districts? Should the City set a maximum number or
size of TIF districts citywide? Should there be a maximum amount of-wiye TIF
increment Equalized Assessed Value?

1 If limits are sebn the number or size of TIFs, how should those limits be met? For
example, by restricting the areas that can be designated as TIF districtdimgshe
uses of TIF revenuer carving out parcels of existing TIF districts?

1 What role shouladnembers othe City Councitake in establishingnd terminatind'IF
districts?

Key elements of the policy should include:
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Goals and objectives for the City of Chicago TIF program;

Identification of the specific circumstances when a TIF district is appropriate.

Aclear description of the relationship of
or redevelopment plan.

4. Guidelines for the appropriate use of City TIF expenditures for other governments and
reporting of those transactions.

W e

5. Guidelines forthe calcuiaton and wuse of the Cityds porti

surplus is declared.

6. Requirements for a review of each TIF district every three years to determine if the TIF is
accomplishing the specific objectives of its Redevelopment Plan. The periodig revie
could include measurements such as actual versiected tax base, jobs creatsnd the
potential impact of shifting economic development from-fith areas to TIF areds®

The City should also develop a policy or procedure to notify the public amihopeg
governments sufficiently in advance of terminating a TIF so that the governments may adjust
their property tax levies in order to capture the released EAV. Termination of a TIF district
releases EAV that is available outside the tax cap for cae lyat a government can only

receive additional revenue if it increases its property tax levy to capture the released TIF
increment EAV:%

Developing a TIF policy is a complex undertaking that should involve input from all key
stakeholdersThe policy that is drafted should bestiatedand approved by the City Council.

Action(s) NeededTIF Policy codified in City Ordinance
Responsible Official(s): Mayor, City Council

Time Frame for Implementatio2012

Financial ImpactHigh

= =4 -4 -9

PUBLIC HEALTH DEPART MENT

Themi ssi on of the City of ChiDdPaHgo Gss Deop airntankee
safer and healthier city by working with commurpgrtners to promote health, prevent disease,
reduce environmental hazar'®PPHdsadvised bysanikee ac c
member Board of Health appointed by the Mayor with the approval of the City Council and is
administered by a Commissioner of Public Health.

The Chicago Department of Health was created in 1835, two years before the City of Chicago
wasincorporated as a municipality, in order to combat a cholera epidefid® H6s cur r en
activities include direct provision of clinical care (physical and mental health), epidemiology,
control of communicable diseases, health policy and planning and emepgeparedness.

1 Government Finance Officers Association. Tax Increment Financing as a Fiscal Tool Best Practice (2006)

See https:iww.gfoa.org/index.php?option=com_content&task=view&id=1586.

2Civic Federation, AThe Cook County Property Tax Ext
193 City of Chicago, FY2011 Appropriations Ordinance, p. 115.

% Municipal Code of Chicago,-212-010, 2112-030.

195 City of Chicago, FY2011 Budget, Program and Budget Summary, p. 109.
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DPH operates seven health clinics, one in each of the following community areas: Lower West
Side, South Chicago, Englewood, West Town, South Lawndale, Roseland and Uftown.
provides mental health services at twelve locations, sexuafigritted infection treatment at

five locations and tuberculodieatment at two location€linical services are provided on a
sliding scale ($0 to $128) based on incdfféPH also partners with other providers who offer
clinical care and offers grants nonprofits when availablé®®

The department was reorganized in 2010 into five bureaus each led by a Deputy Commissioner:
Public Health and Safety, Public Health Preparedness, Community Relations, Clinical Health
and Administration and Finance. Thumctionsof each area are shown in the table below.

Chicago Department of Public Health Functional Bureaus

Behavioral Health,

LGBT Health

Women and Children's

Public Health and Public Health Administration and
Safety Preparedness Community Relations Clinical Health Finance
Disease Prevention Emergency Policy and Planning, Neighborhood Health | Budget, Finance and

and Control, Preparedness and Legislative Affairs, Centers, Mental Health Contracts, Human
Environmental Health, | Management, Hospital | Community Outreach, Centers, Resources and Labor
Epidemiology, Preparedness Public Information and | HIV/AIDS/STD Clinics, Relations, Grants

Management,

Health and Public
Health Nursing

Compliance and Audit
and Operational
Support

HIV/AIDS/STD
Prevention and Control

Source: City of Chicago, FY2011 Budget, Program and Budget Summary, p. 109.

19 http://www.cityofchicago.org/city/en/depts/cdph/dataset/neighborhood_healthclinics.html (last visited on May 6,
2011).

197 See Chicago Department of Public Health,
http://www.dtyofchicago.org/city/en/depts/cdph/provdrs/clinic/svcs/find_a_clinic.html (last visited on May 6,

2011).

198 See for example DPH Grant Opportunities at http://www.cityofchicago.org/city/en/depts/cdph/provdrs/grant.html
(last visited on May 6, 2011).
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The total FY2011 appropriation for DPH is $187.4 million, of which $33.7 million, or 18.0%, is
from local funds and $153.6 million is from grant funds including prior year carryover
amounts-° Since FY20Q the local funds appropriation has fluctuated between $41.0 million
and $33.1 milliorf® However, it is not possible to accurately analyze the trend of total
expenditures or resources available to DPH because typically over 80% of its operations are
grantf unded and the Cityds budget documents do
for prior years’* Likewise, it is difficult to know how many staff are employed by DPH because
there is no personnel detail provided for grfamded positions. The lbée below attempts to

show budgeted FY2011 positions given the limits of data published by the City. Of the 256 total
primary health care positions, 96 positions or 37.5% are funded through the Corporate Fund
while the rest are grafiinded®®? Of the 266 Cgporate Fund positions, 52.6% or 140 positions
are in the primary health care and mental health areas.

City of Chicago Department of Public Health

FY2011 Budgeted Full-Time Equivalent Positions*

By Function By Fund

Primary Health Care 256 |Corporate Fund**

Women's and Children's Health 146 Department of Public Health 42
AIDS 126 Primary Health Care 96
Mental Health Services 114 Mental Health 44
Emergency Preparedness 52 Public Health 84
Immunization 46||Corporate Fund Total 266
Administration 43[|Grant Funds (approximate)* 727
Lead Poisioning Prevention 43
Sexually Transmitted Diseases 42

Food Protection 41

Tuberculosis Control 31

Communicable Disease 30

Substance Abuse 12

Epidemiology 7

Violence Prevention 2

Environmental Health 2

*Total and Grant Funds are approximate because the Final Appropriation Ordinance only includes personnel count
for local funds, not grant funds. Source for Total and Grant Funds is the Mayor's Recommendation Program and
Budget Summary book.

**Corporate Fund is the only local funds revenue source. Some positions listed in the Corporate Fund detail are
hourly and were not included in the City's total of 266 positions. Dividing the total of those hours by 2080 (standard
annual work hours) would yield an additional 20.0 FTEs.

Sources: City of Chicago, FY2011 Appropriations Ordinance, pp. 115-126; City of Chicago, FY2011 Program and
Budget Summary, pp. 113-116.

199 City of Chicago, FY2011 Appropriations Ordinance, pp. 115, 454.

200 City of Chicago, Appropriations Ordinances, various years.

Mgee the Civic Federationds recommendati on on budget
section of this report on page.

22The budget book does not list positions according to the five bureaus created in the 2010 reorganization so it is
not possible to discern how appropriations for the sixteen functions listed correspond to the five bureaus.
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Civic Federation Concern

The Civic Federation is concerned that a number of services provided by the Chicago
Department of Public Health may be redant with those provided by other nprofit and
governmental agencies. In addition to the seven DPH health clinecBPHwebsitelists 152

other clinics in the City: 98 communityased health centers, 30 schbated health centers, 12

free clinics, 7Cook County health centeand five oral health care centers. Many of these
providers are | ocated in close proximity to
documented the number and range of services delivered by other providers, as dembgstrated

reports posted on the DRkebsite?®

Civic Federation Recommendation

The Civic Federation makes the following re
Public Health:

26.Re-evaluate theClinical Servicesof the Department of Public Health

The CivicFederation recommends that the City of Chicagevauate the functions of the
Department of Public Health with the intent
Federation believes that the Ciitdeffdtsonporeb!| i c
public health functions related to infectious disease prevention and control.

There are many alternative service providers including Cook County argroitn

organizations that are wedositioned to provide clinical health servic&he Joint Committee on
City-County Collaboration convened by Mayor Emanuel and Cook County Board President Toni
Preckwinkle recommends better coll aboration
services? As it assesses its clinical functions the Gityuld also consider thagginning in

2014 thefederallysupported state Medicamogram will cover needgon-senioradults without
children pursuant tdederal healthcare reforffi> This and other changesticipatedas a result

of federal reform are exagted to significantly reduce the number of uninsured patients. There

are currently fewer alternative providers of mental health than primary care health services but
the 2014 expansion of Medicaid is expected to make many more people with mental illness
eligible for Medicaid coverag&® For this reason, it may be prudent for the City to plan to
continue its mental health services through 2014 if adequate alternative providers cannot be
identified before then.

Al t hough over 80% ofre@pddtHGBdedrrentughtyi aatf
Corporate Fund expenditures are for clinical health and mental health personnel. Depending on

3 gee for example
http://www.cityofchicago.org/city/en/depts/cdph/provdrs/pol_plan_report/svcs/health_system_reportsandinformatio
n.html (last visited on May 6, 2011).

204 Report of the Joint Committee on GiGounty Collaboration, June 2011, page587

205 pgient Protection and Affordable Care Act, P.L. 1148, as amended by the Health Care and Education
Reconciliation Act of 2010, P.L. 11152.

®National Council for Community Behavioral Healthcar
Me d i c&ly 12,2610 http://www.thenationalcouncil.org/galleries/pelicy
file/FAQs%200n%20Medicaid%20expansion.pdf (last visited on May 9, 2011).
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how these services are transferred to or absorbed by other providers, the City could realize
savings of $15 millia to $30 million by ending its clinical function.

Action(s) Needed: Direction of Mayor
Responsible Official(s): Mayor

Time Frame for Implementatio2012
Financial Impact: Low

= =4 =4 4

SURPLUS PROPERTY

The Department of Housing and Economic Development (HED) enagan inventory of
vacantCityowned | and which is made available on
2011, the City owned 11,268 vacant land par¢€lBor each parcel, the inventory includes the

parcel identification number, address, squaréaig®, ward number and neighborhood. To

facilitate the sale of these properties, the City implemented the Negotiated Sales Program where
real estate is made available for purchase and redevelopment pending certain developmental ang
financial requirements.ier e i s no online application. I n
and Policy Division manages the Chicago Plan Commisgibithis responsible for reviewing

sales of public land.

For the sale of other surplus assets, including equipment, vehiclegjrieiand office

equi pment, the Department of Procurement Se
The website includes online bidding for live auctions as well as past results for closed auctions
from 2004 to 2006.

Mayor Emanuel hasbegumne pr ocess of consolidating the
Management and General Services to place city assets within one dep&ttfieatDepartment

of General Services will manage all City government property, from facilities and leases to the
vehiclefleet?®® By centralizing its assets, the City will have the opportunity to determine and
dispose of surplus assets more aggressively.

Civic Federation Concerns
The Civic Federation has the following concerns:

1. The City currently has vacant surplus real grtythat in many instances has been held
in the Cityds inventory for quite some t
neighborhoods where most of the vacant property lies represent the weakest real estate
markets in the region, the return on private investt may not be sufficient for major
new construction or rehabilitation effor

"see the City of Chicago Depart ment-ownédLahdlovertorygt and H
http://www.cityofchicago.org/city/en/depts/dcd/supp_info/eitwned_land_inventory.html (last visited May 23,

2011).

Ccity of Chicago, fAMayor Rahm Emanuel Announces New
Online and Highlights Hi® Adcmisnir etl reatsieqn dau nki r1Ht, 2O 1
MCcity of Ch ielea Brmanuel NavhasyDavid Reynolds Next Commissioner of Dept. of General
Services, Plans to Unify City Asset Management, 0O new
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requires that a real development project occur as a result of the sale-oivGégl
parcels, the inventory remains large, vacant aeseésnpt from property taxes. Private
capital may not be available to address the conditions of vacancy and abanddfment.

2. Al though HEDOGS i nvent oritysnéithesusefriendlgnou d e s i
marketable toward potential real property lnsyén addition to the Negotiated Sales
Program, the Adjacent Neighbors Land Acquisition Program (ANL#R)ch allows
homeowners in certain areas to purchase adjacent vacaatwigd lots for less than
market value, links potential buyers to the lisidentify available properties. The
inventory list is published in a nesearchable format and does not include relevant
characteristics of the property or maps. Although the parcel identification number is
listed, users have to search elsewhere for stateerecords and descriptions of the land.

Civic Federation Recommendation
The Civic Federation makes the following recommendation:

27.Create a Strategic Plan to Manage Surplus Vacant Property and Assets

The Civic Federation recommends that the City craateategic plan to manage surplus vacant
property, including auctioning off vacant surplus real estate. With the new Department of
General Services, the City has an opportunity to form a strategic plan to dispose of unnecessary
assets that take up spacel@re expensive to maintain in a eeffective way. In addition, the
comprehensive citwide approach to asset management will be helpful in potentially
consolidating parcels into larger, more marketable development sites.

The Civic Federation recommes that thddepartment of General Services work with the
Department of Procurement Serviceetfectivelyauction surplus assets such as vehicles, office
equi pment and other seized goods. With a ce
City has a clear opportunity to aggressively and efficiently dispose of surplus and generate
additional revenue.

Similarly, with the challenging market for
auctions of cityowned propertghatcould gener substantial amounts of new revenue in
transfer, wutility and sales taxes. Because
division and the inventory of vacant surplus land, the City should allow HED to identify and

retain parcels that may beateqgic relative to future economic or community development
initiatives. The remainder of the Citybs in
returning the land to the property tax base, increasing the value and maintenance standards of th
land, and alleviating the Cityds exposure to
potentially high number of surplus parcels, the City should include considerations to ensure that
economic development is the goal of the sale. For exathgl€ity could propose that if a new

owner fails to adequately maintain the property or add value within a specified time frame, the
title would revert back to the City.

#%romer, JohnyVacantProperty Policy and Praice: Baltimore and Philadelphiahe Brookings Institution
Center on Urban and Metropolitan Policy, October 2002, p. 1.
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In an effort to generate revenue from otherwise unused real property, the Cityalkould
explore alternatives to selling surplus vacant land, including franchise, concession or license
agreements. These alternatives, which would allow the concessionaire or licensor to have an
option to purchase a lot at the end of an agreed upon teyrhemaore effective in generating

revenue through monthly payments to the City in an unstable real estate market.

In order to implement an effective asset management plan, municipal governments need to
facilitate the process for potential buyers. The Currently publishes a list of ctywned
vacant land that includes a parcel identification number, address, square footage, ward number

and neighborhood name. However, the parcels are not well marketed to potential buyers, whether

through RFP, the Negatied Sales Program or the Adjacent Neighbors Land Acquisition
Program. To facilitate the process, the City should further integrate information including real
estate records and characteristics of each parcel. The City should publish aggregate data in a

sarchabl e format on
which would include parcel information
and descriptions, as well links to
photographs and recordehe data should
be available to sort by neighborhood, type
of property, zoning and size of loh
addition to theaggregate format, the list of
parcels should be mapped so that potenti
buyers could easily search for properties |
area. Since the inventory already includes
addresses for each parcel, a map applicat
should not be difficult to implement.

Action(s) Needed: Direction of Mayor
Responsible Official(sMayor

Time Frame for Implementatio2012
Financial Impact: Medium

= =4 =4 -4

Mayor-Elect Emanuel Chicago 2011
Transition Plan: Initiative 6 and 54
fTAThe c omhof geretali sermices and fleet
management wi | | cent
infrastructure, assets, and property management
under one strategic manager.o

fAaiThe City wil!/ conduct
to support development efforts, to identify which
current planning and zoning policies are
succeeding, and where improvements can be
made. O

In 100 days: frhe transition to new structures for

revenue/finance  and general services/fleet
management will begin immediately upon
i nauguration. o

Year 1. A A I i st 0 §overnheemt-ovanedt

properties will be created and prioritized according
tosizeandneart er m devel opment

Page 14, 70

CHICAGO CITY COUNCIL

The Chicago City

Counci |

6s |l egislative

[ al

powe

provisions of the linois constitution. In gener#the Council has the power to legislate for the
protection of the public health, safety, morals and welfare; to license; to tax; and to incur debt.
The City Council votes on all proposed loans, grants, bond issues, land awntgiaid sales,
zoning changes, traffic control issues, mayoral appointees taadfimancial appropriations. Its
standing committea®gview proposed ordinances, resolutions and orders before they are voted
on by the full councif*! For a more detailed ewiew of the City of Chicago government, see

AppendixB of this report.

1 gee lllinois Constitution, Article VII: Local Government, section 6: Powers of Home Rule Units; 65 ILCS 20/
Revised Cities and Villags Act of 1941; Chicago City Ordinance, Chapt&-ZCity Council and Wards of the
City;_http://mayor.cityofchicago.org/mayor/en/special_pages/horsepgortingpgs/city _council.html.
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Currently the City Council consists of 50 aldermen elected by. Wl wards are rdistricted
every ten years after completion of the federal census to ensure equal populathortidist
Aldermen are elected on a nonpartisan basis with-affuglection between the top two
candidates if no one receives a majority in the first election. Council terms of office have been
four years since 1935 and elections are held at the sar@as those for Mayor, Clerk and
TreasurerThere are no term limits for alderm@s.

Civic Federation Concerns

The Civic Federation has the following concerns with the current function and structure of the
Chicago City Council:

1. Chicago has onéf the largast councils in the Unite8tates.The FY2011 appropriation
for City Council expenses was over $25.8 millfohAs the exhibit below shows,

Chicagoods
exceeded

Counci i

s the

second
o n | y l-rheynbeNlegslatiYedbodl.lie saverage council size for

| argest

thetop 15 municipalities is 18. In Chicago there is one alderman per roughly 54,000

residents as compared to one council member per 161,000 New Yorkers and one council

member per 253,000 Los Angelesidents. Only Jacksonville and Indianapolis have
smaller council per capita ratios.

City Councils of 15 Largest U.S. Cities

Municipality Method of Election Number Term Population  Council/Capita
New York (1) Single Member District 51 4 years 8,175,133 160,297
Los Angeles (2) Single Member District 15 4 years 3,792,621 252,841
Chicago Single Member District 50 4 years 2,695,598 53,912
Houston (3) 9 Single Member District / 5 At-Large 14 2 years 2,099,451 149,961
Philadelphia (4) 10 Single Member District / 7 At-Large 17 4 years 1,526,006 89,765
Phoenix (5) Single Member District 8 4 years 1,444,632 180,579
San Antonio (6) 10 Single Member District / 1 At-Large (mayor), 11 2 years 1,327,407 120,673
San Diego (7)** Single Member District 8 4 years 1,307,402 163,425
Dallas (8) Single Member District 14 2 years 1,197,816 85,558
San Jose (9) 10 Single Member District / 1 At-Large (mayor), 11 4 years 945,942 85,995
Jacksonville (10) 14 Single Member District / 5 At-Large 19 4 years 821,784 43,252
Indianapolis (11)* 25 Single Member District / 4 At-Large 29 4 years 820,445 28,291
San Francisco (12)* Single Member District 11 4 years 805,235 73,203
Austin (13) At-Large 7 3 years 790,390 112,913
Columbus (14) At-Large 7 4 years 787,033 112,433

Municipalities are ranked in order of population according to 2010 Census http:/factfinder2.census.gov/main.html

*Indianapolis and San Francisco have unified city-county councils

** San Diego City Council will increase from 8 to 9 members after the decennial redistricting process is complete.

(1) http://24.97.137.100/nyc/charter/entered.htm §25; (2) http://cityclerk.lacity.org/election/final_ecode_format.pdf; (3) http://w w w .houstontx.gov/council/;

(3) http://www .houstontx.gov/council/; (4) http://w w w .phila.gov/citycouncil/About.html;(5) http://phoenix.gov/mayorcouncil/about/index.html;

(6) http://ww w .sanantonio.gov/clerk/charter/charter.aspx#Artll; (7) http://docs.sandiego.gov/citycharter/Article%20lll.pdf;

(8) http://ww w .dallascityhall.con/government/city_council_faqg.html; (9) http://ww w .sanjoseca.gov/clerk/Charter.asp#Art4;

(10) http://w w w 3.coj.net/City-Council.aspx; (11) http://ww w .in.gov/legislative/ic/codeltitle36/ar3/ch1.pdf;(12) http://ww w .sfbos.org/index.aspx?page=3024;

(13) http://w w w .ci.austin.tx.us/council/default.ntm; (14) http://w w w .columbuscitycouncil.org/content.aspx?id=5598&menu_id=524

%21 oomis Mayfield in Janice L. Reiff, Ann Durkin Keating, James R. Grass editorsEncyclopedia of Chicago
(Chicago Historical Society) 2005 at http://www.encyclopedia.chicagohistory.org/pages/532.html.

3 City of Chicago, FY2011 Appropriation Ordinance, p. 12.
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A large council tends to focus more on constituent services and localized interests than on
functioning as a legislative body that emphasizes policymaking and giveéréiSmaller
councils are more focused on traditional legislative functidnsording to a recent

report, aldermen spend relatively little time legislating on public policy issues. Between
December 2010 and May 2011, only 4% or 219 of the 5,024 ordanckorders

introduced into the Council involved broad public policy matters. The remaining 96%
focused on administrative issues such as permit renewals or sign removals. In addition,
Mayor Daley rather than aldermen introduced 125 or 57% of the 21 jdices™® If

most of the populous cities in the nation can operate successfully with smaller councils, it
is difficult to understand why Chicago should be such an outlier.

The City Council ds size has been engdauced
nonpartisan government research organization that merged with the Civic Federation in
1932, proposed that the Chicago City Council be reduced from 70 to 50 members in
1919. Legislation permitting the change was approved by the General Assembly and
submitted to the public for a referendum. The referendum failed, but was resubmitted and
finally approved in 1923

2. Chicago aldermen exercise a great deal of influence in the delivery of certain services,
particularly those provided on a ward basigs. &mample, the Bureau of Sanitation in the
Department of Streets and Sanitation maintains ward offices headed by a ward
superintendent who responsible for coordinating local garbage pigk sanitation code
enforcement, row removal operations on sideets and relateservices?’

#4For a full discussion, see The Chicago Home Rule CommisSibni c ago6s Government: | ts
Modernization and Home Rule Probleind Report to Mayor Martin Kennelly and the Chicago City Council
AChapter 1 11: Size and Composition of the Chicago Co

’Mi ck Dumke. ATheumeal key otron: CilLChicafodRgadesMaypln,@01s, | e gi 9
pp. 1:12.

#®The Chicago Home Rule Commissi@dhhi cagods Government: |ts Structura
Problemsi A Report to Mayor Martin Kennelly and the Chicago City Cdlyri®54, p. 35.

27 gee Chicago Department of Streets and Sanitation, Bureau of Sanitation website at
http://www.cityofchicago.org/city/en/depts/streets/provdrs/san/svcs/division_and_wardoffices.html
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The problem with wardbased service delivery is that service delivery by constrained

political subdivisions is inherently inefficient. As the map below shows, ward boundaries
are irregular in size and shape.

oHARE A
INTERNATIONAL %
ARPORT

WARD MAP

OF THE
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Asfarbackas 1952, £ i ty report not ed Titnsafaraseffidiestr e w
management is concernédor area refuseollection and local streetctivity units to
coincide with w2aAecebtcepor byahe ity Offica & hspector
General found that the current wab@sed system of refuse collection may be costing the
City as much as $14.3 million annually in wages due to falsification of records and
fraud®*°* Ward boundaries are drawn on the basis of political, not service delivery
corsiderations. A better way to deliver services is to base them on objective mathcs

as housinglensity,the number of dwelling units, logical truck routesd physich

barriers That would help ensure that citizens receive the highest quality seavites

lowest cost?° Furthermore, wardased service delivery means that decisi@kingis
decentralize@ndfocusedon localized interests and concerns rather than the interests and
problems of the City as a whole. This is problematic at awihnenthe City faces

enormous fiscal and policy challenges.

Civic Federation Recommendatiors

The Civic Federation makes the following recommendations regarding the Chicago City
Council:

28.Reduce the Size of the City Council

The City Council should be raded in sizelf the Council were reduced from 50 to 25 members,
the population of Chicago wards would increase from 54,000 to 108,000, which is much closer
to the average council district population of 114,000 of major U.S. cities. This would help the
shift f bowsamanidbodnty gnethabflinctions as a legislative partner to the
executive branch. There could $@me cost savings with a reduced Courci25% reduction in
costs for the Council in FY2011 would equal appratety $6.5 million in savingsOnMay 16
2011, MayorEmantel announced that the Council had agreed thatdheber ofcouncil

committees would be reduced from 19 from 16 for an estimated savings of 10%. As the City
currently spends abo@4.75 milion a year to fund committees, this cotddnslate into a

savings of $0.47 millioA?! This is a good first step, but we encourage the City to find additional
savings in Council operations in future years.

Action(s) NeededState Legislation

Responsible Official(s): Mayor, City Council, Generasémbly
Time Frame for Implementatio2013

Fiscal ImpactMedium

= =4 -8 -9

#8The Griffenhagen Report to the Sims Committee on CifyedituresCity of Chicago. Report Number 21,

ABureau of Sanitation, Department of Streets and EI e
29 Office of the Inspector General, City of Chicaifgaste and Falsification in the Bureau of Sanitati®ttober 7,

2008, p. 1.

#0The Chicago Home Rule Commissi@dhhi cagods Government: |ts Structura

Problemsi A Report to Mayor Martin Kennelly and the Chicago City Couyriéb4, p. 49.

ZlgeeCi ty of Chicago Of fdlect@naonfu etl h eA nhaoyuonrc,e sii MCaiytoyr Coun c i
release, May 16, 2011 ahtla | Dardi ck, AEmanuel unveiChgagpTrituneMéyo r Ci
10, 1011.
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29.Eliminate Ward Based Service Delivery

City services should be delivered solely on the basis of objective meicitss population

density omumber of dwelling ung. In practical terms his means that services such as refuse
collection should be delivered on a ghidsed rather than a wabdsed system. Overall, the
aldermanic role in service delivery should be ended and the focus of aldermanic activity shifted
to legislation and oversigliunctions. Aldermanic district office staff would continue to answer
constituent questions.

Action(s) Needed: Adoption of Ordinance
Responsible Official(s): Mayor, City Council
Time Frame for Implementatio2012

Fiscal Impact: Medium

= =4 =4 -4

30.Creat a PolicyAnalysis Officefor the City Council

It is important that a Council that is the-equal of the executive branch have full acceshdo
information and analysis that it needs to make informed decisions and legislate effectively.
Currently the Mayor, as e of the executive branch, has a vast array of informational and
financial resources at his or her disposal and the Council is heavily dependent on the Mayor and
the Mayorés staff for information. For exam
potert i al cost and |iability of the Citydamw pro
Civic Federation to conduct a reviefithe financial projectionsecause the Council lacks the

ability to conduct such researtdt.The Council also lacks the ability independently evaluate

t he Cityds bdedmfiscalaonditionand | ong

An office that conducts policy analysis should be established to provide objective information to
the City Council on fiscal matters and other issues. It could be fundedHeosavings accruing
from a reduction in the size of the Council
such an office is warranted. It is common for legislative bodies at all levels of government to
have independent research officEse Comyressional Budget Office and Government
Accountability Office serve that rol the federal leveAt the state levelhe lllinois General
Assembly has th€ommission on Government Forecasting and Accountability while the
California Legislature hastheeLgi s|1 ati ve Anal ystos Office. TI
such offices at the municipal level:

1 New York:The Independent Budget Office (IBO) is a publicly funded agency that
provides nonpartisannf or mat i on a b shudgetbtdehe City@mckandCi t y ¢
the public.

1 San DiegoOffice of the Independent Budget Analyst (IBA) assists the City Council in
conducing budgetary inquiries and making budgetary decisions.

1 Pittsburgh:Ci t y C ®udgetOfficednwonitors city finances and conducts
independent analyses of city operations.

222 chicago City Council Resolution Requesting that the Civic Federation Reviesnéitgre and Revenue
Projections and Prepare a Report and Recommendations Regarding the Financial Aspects of Chicago's Olympic Bid
June 30, 2009.
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Action(s) Needed: Adoption of Ordinance
Responsible Official(s): Mayor, City Council
Time Frame for Implementatio2012

Fiscal Impact: Low

= =4 =4 -4

CHICAGO BOARD OF ELE CTION COMMISSIONERS

The responsibility for elections in Ck&ounty currently is divided between the City of Chicago
and Cook County governmerithe City of Chicago Board of Election Commissioners

administers federal, state and municipal elections in the City of Chicago while the Cook County
Cl er k 6 s E ltneect admmistersiak gieations in suburban Cook County. The City and
County share in the cost of administering federal elections.

The dual election administration system dates from 1885, when the General Assembly approved
legislation allowing municipaliés to establish thremember boards of election commissioners

to oversee the electoral proceBke rationale for the idea was that it could help reduce

corruption Chicago adopted the new system by referentfiin. addition to Chicago, the
municipalitiesof Danville, Galesburg, East St. Louis and Aurora maintain election boards or
commission$®* In 1967legislation allowing a consolidation tife Chicago and Cook County
election officesnto a countywide commission was vetoed by Govek®ner.In 1973

legslation was approved allowing counties without local boards to establish election
commissionsDuPage County is the only county to have created such a comnfiSsion.

The Cook County Clerkoés Election Divillei on i
contrast, the Chicago Board of Election Commissioners is a-puehsial body The

Commissioners arappointed by the Cook County Circuit Court to thyear termswith one

commi s s is tenmeexpiding annuallyrhe Board membership must includeesdt oe

member fr om esadawoleadnd politidalpartsd®at e 6

Appropriations for elections in the City of Chicago and suburban Cook Cmialyd$36.8

million in FY2009 and $55.9 million FY2010. The budgeted total amfaurthe City and

County election operationsn FY2011 was $39.#illion. The total appropriated or budgeted
amount for elections in Cook County varies from year to year based on the type of elections
being held?*’ There is greater turnout in general election years and a gnaater number of
positions to be decided upon by the vaté&reerefore, there are correspondingly greater
expenses. Thepposites true in years when there are municipal and/or special district elections
involving lower turnout and fewer ballot positiof®r example:

22 Cook County Commissioner Michael Quigl®einventing Cook County, PartDecember 2003, p. 37.

224 Cook County Commissioner Michael QuigleReinventing Cook County, PartDecember 2003, p. 37.

2> Cook County Commissioner Michael Quigl®einventing Cook County, PartDecember 2003, p. 38 and the
website of the DuPage County Election Commissidmtat//dupageelections.com/pages.asp?pageid=208

26 gee Chicago Board of Elections websitéta://www.chicagoelections.com/page.phpZids.

227 Cook County levies a special consolidated elections property tax levy in even numbered years to help pay for
elections.
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1 In FY2009special primary and general elections were held in theoBgressional district,
which includes parts of the City of Chicago and neighboring suB3¢ftBgecial primary
election, consolidated primary election and consolidatedi@tescalso were held in suburban
Cook County for municipal and special district offiéé%Total administrative costs were the
lowest of the three years of budget data presented, totaling $36.8 million.

1 FY2010 was a general election ydalections were Hd for Congress, statewide office, state
legislative positions, judicial offices and county executive and legislative positions. The total
cost of elections was the highest for the three years of budget data presented, $55.9 million.
Of that amount, $22.8&illion or 60.4% was spent by Cook County.

1 In FY2011the Chicago municipal general and supplementary municipal elections (for
aldermanic ruroff elections) were held as well as consolidated primary election and
consolidated election in suburban municifiedi and special district€’ The amount of total
election administration costs dropped to $39.4 million.

2285ee Chicago Board of Election Commissions websittiat/chicagoelections.com/wdlevel3.asp?elec_code=33
25ee Cook Count yhttelresultkcdokcowmiydek.comsumaary.aspx?eid=040709

%0 gee Chicago Board of Elémh Commissions website http://chicagoelections.com/wdlevel3.asp?elec_code=33
and the Cook Co u rtpy/redditsceakdointycleskedms i t e a't
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lllinois statute rquires that Cook County provig®me funding for the Chicago Board of
Election Commissioners every ye&at. The amount provided fllgates because it is based on
the type of election to be helih general election yeassich as FY201@& larger amount is

provided as there is greater need due to increased electoral turnout and a larger number of ballot

positions to be decided. In yeatsch as FY2011 where the City of Chicago is holding only
municipal elections, Cook County only pays for the salaries of the Chicago Election
Commissioners and Executive Director and certain Boalated expensesd?

Election Appropriations for Cook County and the City Of Chicago

Board of Election Commissioners

36,852,762

FY2009 FY2010 FY2011
Proposed Proposed Proposed
Cook County Clerk's Election Division* $ 22,282,259 | $ 25,305,360 | $ 19,710,323
Chicago Board of Election Commissioners - Cook County* $ 4,051,985 | $ 17,615,482 | $ 482,852
Chicago Board of Election Commissioners - City of Chicago** $ 10,518,518 | $ 13,053,045 | $ 19,222,276

55,973,887

39,415,451

Note: The appropriation figures do not include figures for employee benefits. The budgets for Cook County and the City of Chicago do not allocate
employee benefit costs among departments or agencies. They are allocated in lump sums for the entire government.

* The FY2010 figures are the adjusted appropriation.

** The City of Chicago appropriated $7,500,000 from Finance General for the potential costs of citywide runoff elections. However, because were no
run-off elections, those funds will not be needed. See City of Chicago FY2011 Budget, Recommendations, p. 297 and communication with James
Allen, spokesperson for the Chicago Board of Election Commissioners, April 22, 2011.

Sources: Cook County FY2011 Executive Budget Recommendations, pp. T-1 and Q-2; Cook County FY2011 Executive Budget Recommendations;
City of Chicago FY2011 Budget, Recommendations, p. 132; City of Chicago, FY2010 Budget, Recommendations, p. 126.

Thetotal number of full time equalent positions for election administration in Cook County
and the City of Chicago Board of Election Commissioners was 245.5 in FY2009, 249.0 the next
year and is projected to be 254.2 in FY2011.

Full Time Equivalents in Election Administration for Cook County and

the City of Chicago Board of Election Commissioners

FY2011
FY2009 FY2010 FTEs
FTEs FTEs Budgeted
Cook County Clerk's Election Division 117.5 121.0 125.1
Chicago Board of Election Commissioners - Cook County 4.0 4.0 4.0
Chicago Board of Election Commissioners - City of Chicago 124.0 124.0 125.1
Total 245.5 249.0 254.2

Sources: Cook County FY 2011 Executive Budget Recommendations, p. T-1; Cook County FY2011 Executive
Budget Recommendations, p. Q-1; Cook County FY2010 Executive Budget Recommendations, p. P-1
City of Chicago, FY 2010 Budget Recommendations, p. 136; City of Chicago FY2010 Recommendations, p. 129.

B'The Il linois Election Code provides that Chicago fid
of El ection Commi ssioners shal-r0).bhe Elgcton dodebalso prokiges thab u n t
courties of more than one million inhabitants must reimburse municipal boards of election commissioners for costs
incurred as a result of the certification of candidates or referendum items by the county clerk to the municipal board
in even numbered years whameneral election is held. These costs include the printing and distributing ballots, the
amounts paid to judges of election, cost attributable to the canvass of votes, the cost of the supply and delivery of
election day materials and supplies and th& obpolling places, computers and other property attributable to

election day activities. (See 10 ILCS 5/37 and 10 ILCS 5/2A..1(a)).

#2Communication between the Civic Federation and James Allen, spokesperson for the Chicago Board of Election
Commissimers, April 21, 2011 and email communication between the Civic Federation and the Cook County
Clerkbés Office, April 19, 2011.
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Civic Federation Concerns

The Civi c F e deemaithithe curbest Cbok Cosinty election system is that it is
confusing to citizens. It is difficult to get online election results for all of Cook County in an
expedited fashion. There is often confusion in early voting polling places about whictolines

stand in and which voting machine to use. These issues are not problems in lllinois counties with
a constidated election administration where voting procedure information is clearly presented
and made available in usirendly formats.

The second amern involves the fragmentary nature of the current dual election system. The
Civic Federation has long supported the consolidation of governmental functions to eliminate
duplication if the effort is rational and can yield cost savings, increase opataifciency or
achieve both goal s. I n the Federationds vie
election administrations in Cook County and a consolidation could achieve some cost savings
Consolidated election administration at thertgdevel is the norm in lllinois, with only a

handful of exceptions. It has worked well in the neighboring suburban counties including
DuPage County,th&t at e6s second | argest county by po
portion of the costs oflection administration in the City of Chicadoavid Orr, the current

Cook County Clerk, anSCenayCbicagoRonumission Repdtadve y 6
expressed support for the concept. Both Cook County Board President Preckwinkle and Chicago
Mayor-elect Emanuel have pledged to explore the igstie.

Civic Federation Recommendation

The Civic Federation makes the following re
functions:

31.Transfer the City of Chicagods Election Fu

TheCivicFeder ati on recommends that the City of
Cook County. There are two models of governance for a consolidated elections administration
that could be considered:

T A complete transfer odok h@o uwnttyy 6Gl e ruknéest iE
which is an administrative unit, or

1 The creation of a bipartisan Cook County Board of Election Commissioners similar to the
DuPage County Election Commissidrhe Board could be appointed by the Cook
County Board Predent or the Cook County Circuit Codtt. This model ensures
bipartisanship in the administration of the election process.

The Joint Committee on Cik@ounty Collaboration convened by Chicago Mayor Emanuel and
Cook County Board President Preckilie release a report in Jun2011 that supports the

233 City of Chicago,The 2 Century Commission on City Governmexovember 6, 2008, pp. 126and David
Orr, fACombimou rstoynet aXDdilpyideraln, Mdreche8@, 20a1.

#4The DuPage County Board of Election Commissioners consists of three members from each major political
party. The members are appointed by the Chairman of the County Board of Commissions. See DuRgge Cou
Code, Chapter 13: Elections, Article 1: Election Commission, Secti¢h Appointment and Term, Vacancies,
http://www.sterlingcodifiers.com/IL/DuPage%20County/index.htm
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concept of consolidating CHgounty election functions. The Joint Committee recommends that
the County be the project leader for a consolidation and that funding be split between the City
and the Count§*®

The Gty of Chicago could financially benefit from a transfer of election administration costs to
Cook CountyThe amount of savings would depend on the terms negotiated in an agreement
between the City of Chicago and the Cook County government. The savihd$®eap to the

full amount of the cost to the City of election administration if the County assumes all costs or
the two governments could negotiate a cost sharing arrangement whereby the City would
continue to provide some funding for the election fuorctAnother option would be a phased
agreement whereby the City would continue to provide some funding for a number of years
before ending its financial responsibilities

There would likely be budgetary savings from the consolidation of electiondnadtor

example, a modest 5% reduction in total costs in FY2011 could potentially yield $1.9 million
overall. The Joint Committee on Gi§ounty Collaboration projects that savings of $5 million to
$10 million over time could be achievethe savings wdd be derived from eliminating staffing
redundancies for areas such as voter registration, communications, human resources, purchasing
and information technology hese staffing reductions could be as high as 30% to B0%
addition, consolidation couldae to lower costs for outside legal counsel and for purchasing
items such as ballots and envelopes as well as a reduction in precincts, early voting sites and
Election Day staff>°

Implementing Countyide election consolidation would involve legislataetion As the Joint
Committee on CityCounty Collaboration points out, this would make it unlikely that
consolidation could be finalized before 26%3.

Action(s) Needed: State Legislation (See ILCS 5/5, 5/6 and 5/6a)

Responsible Official(s): Mayor, CookoGnty Board President, Cook County Clerk, General
Assembly and Governor

Time Frame for Implementatio@013

Financial Impact: Medium

1
1
il
il

CHICAGO CITY CLERK A ND CITY TREASURER

The Chicago City Clerk and Treasurer are both elected foryiearterms at the sartieme as

the Mayor?®® State statute provides that the clerk and treasurer positions in Illinois municipalities
must be elected with the exception of municipalities with a population of less than 10,000. These
smaller jurisdictions may adopt an ordinancauthorize the appointment of a treasurer.

Vacancies in the offices of clerk or treasurer are filled by mayors with advice and consent of the
city council?®

23> Report of the Joint Committee on Giounty Collaboration. June 2011, pp-62.

2% Report of the Joint Committee on Giounty Collaboration. June 2011, pp-62.

%37 Report of the Joint Committee on Giounty Collaboration. June 2011, pp-62

28 Eoran overview of the City of Chicago government, see Appendix B of this report.
23965 ILCS 5/3.120-5.
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The City Treasureis the banker for the City of Chicago. The Office receives all monies due to
the City and keeps accounts of City funds, appropriations, debits and ct&tithie Treasurer is

the custodian of securities held by tigy andthe Chicago Public Schoola s we | | as t
pension and trust funds. This duty includes responsibilitinfeesting these funds. The Office

also:

Conducts community outreach to promote t
Maintains eSmall Business ExpProgamand aSmall Business Loan Ryoant*! that
provides grantto communiy lenders so that they manakemicro-loans below $50,000;

and

1 Offers financial literacy programming for adullsis currentlydeveloping a financial
education program for Chicago Public Schools studéhts

)l
)l

The City Cerk is the official custodian @ity records and the Citseal. The Office maintains

and distributes information about City Council meeting notices and agendas, the City Council
Journal of Proceedings, legislative information, City Council committee reports, the municipal
code, claims against the City, aldermastitements of financial interest and provides a web link
to tax increment financing information posted by the Department of Housing and Economic
Developmentt n addition, the Clerkds Office also
licenses, includingpusiness licenses, Automatic Amusement Device Licenses, vehicle stickers,
annual residential parking permits and dog licenses. Finally, it provides several consumer
services such as:

1 A free medical identification card to Chicago residents of all agesnanob their medical
information and vital statistics readily available

1 A high tech system that identifies and tracks children;
1 Free support to completeree Application for Federal Student Aid (FAFSA)ms; and
f Information about the passport applicatisngess>*®

Civic Federation Concerns

The Civic Federation has several concerns with the current structure of the City Clerk and
Treasurerods Offices:

240pyrsuant to Municipal Code-@-060) revenue policies, the City Treasurer receives all monies belonging to the
City. At the end of each month, the CityeRsurer issues a sworn statement to the Comptroller showing the state of
the treasury at the date of such account and the bal
Municipal Code (232-010, 232-03), the Department of Finance providesecfiscal functions and manages the
disbursement of City funds. The City Comptroller is the fiscal agent of the City and exercises general supervision
over all City officers charged with the receipt, collection or disbursement of City revenues andsilefguired to

be in the custody of the City Treasurer.

#1gee the website of the Chicago City Treasurer at
http://www.chicagocitytreasurer.com/communityOutreach/smallBan.htm(last visited June 20, 2011).

#423ee the website of the Chicago City Treasuréttat//www.chicagocitytreasurer.com/faq.hémd Chicago City
Ordinance. Chapter-22: Department of Femce 232-060 Treasureii Accounting and reports on city funds32-
065Treasurerds authority for f i n3070Raparentsaatheci®yRecoodds a n d
Bad check fees.

23 gee the website of the Chicago City Clerkp://www.chicityclerk.comand Chicago City Ordinance. Chapter
2-12: City Clerk2-12-010Powers and Duties.
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1. Overtimet he Cl erkdés Office has acquired resp
the core functinsof the positionThe Office is primarily a recordkeeping agency, but it
also collects certain license fees and provides information to consumers. These activities
have little to do with the traditional f

TheTreasurer alshas acquired a number of responsibilities not directly related to
investing funds or maintaining accountéese include programs of community outreach,
public education and small business loans as well as the small business expo.

2. The Clerk and Treasurare elective rather than appointive offices. The rationale for
requiring an elected rather than an appointed official to head certain offices is that they
are policymaking agencie$"* Making policy is political in nature and requires a large
degree of disretion on the part of the relevant official. In a democratic society, policies
should be subject to a review by the general public through the electoral process
However, the Clerk and Treasurero6s offic
administraitve rather than policy issueBheir functions involve applying procedures or
regulations as prescribed by la@ther key ministerial offices in the City government,
such as the Comptroller, are appointed. The idea of appointing rather than electing
municipal clerks and treasurers has been discussed for a long time in.llliegislation
was unsuccessfully proposed in th&' &eneral Assemblgluringthe 19311932
biennium to allow the City Council to appoint the Clerk and Treastités noted
above, arrent state statute allows small municipalities to appoint the treasurer

There may be cost savings from appointing municipal treas#evsrking paper for the
National Bureawf Economic Researdiound that appointive treasurers in California
ctiesredce a cityodos cost aldecobnoludeddahatinrCglifodmig 1 3 9
appointed city treasurers tend to have higher levels of financial expertise and are able to
reduce borrowing costs primarily through the refinancing of expensive debt at lower
interest rate$*®

3. Both the Office of the Treasurer and the Finance Department have fiscal functions. The
Treasurer is the Cityds banker while the
fiscal matters, including the supervision of all officials chargét the receipt,
collection and disbursement of city revenues as well as city funds in the custody of the
city Treasuref*’ Specific Finance Departmergsponsibilities include cash flow and
debt management, processing vendor payments and payroll, magptaiicial financial

244Kevin M. Forde The Government of Cook County: A Study in Governmental Obsoles@hicago: Center for
Research in Urban Government of Loyola University, 1969), p. 32.
24535 B. 8 was defated in the 57 General Assembly (1931932). See The Chicago Home Rule Commission.

Chicagobs Government: I'ts Structural Moderni zation a
Kennelly and the Chicago City Councid54, p. 227.
°plexanderWhdl ey . AEl ected Versus Appointed Policymakers:

of Economic Research Working Paper Series, Working Paper 15643, January 20340, \Mhadey investigated

whether appointment or election influenced municipdicgmaking. He used regression discontinuity statistical
analysis to identify the causal effect of city treas
247 City of Chicago Code:-32-030 Comptroller Duties as Fiscal Agent.
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records and preparing financial repotteg administration of employee and annuitant
benefit programs and risk management oversitihthe office is headed by a
Comptroller appointed by the Mayor.

The argument for an independeneTa s ur er 6s Of fice i s to hel
will be managed independently of the influences of other offidialsssence, the

independent official provides a check on possible wrongdoing or inefficiency resulting

from the actions of other elext officials The Civic Federation finds ihargument
unpersuasive. There is little evidence that the City Treasurer acts as a check on other
officials and there are safeguards in place to prevent fraud and abuse such as the external

audit processandthenvesti gative authority of the Ci

the U.S. Attorneydés Office. I n addition,
and prevent misconduct.

Several municipalitiesdve combined finaneeelated functions, includinBeKalb,

lllinois and Seattle, Washingtdf’ The Illinois Senate has voted to merge the State
Treasurer and Comptroller offices as a way to achieve cost savings and increased
efficiency of operations. The current Treasurer and Comptroller support therenéfasu

the House of Representatives follows suit, the issue will be placed on the 2012 ballot for
a decision by the electorat®. The argument for consolidating debt management
(Finance Department) and i nvest metnstthat( Tr e
it permits governments to better align assets with liabilities so that it is easier to
effectively leverage and manage financial riskcan also increase the efficiency and

effectiveness of financial operations and facilitate financial decisiking®>*

Civic Federation Recommendation

The Civic Federation makes the following recommendation regarding the Offices of City Clerk
and Treasurer:

32.Reform the Offices of th€ity Clerkand City Treasurer

The City Clerk should bappointed byhe Mayor>?with the consent othe CityCouncil to
become a Secretary or Clerk of the Couridile dfice would be under thmanagement of the

248 3ee (ty of Chicago Finance Department websité&@p://www.cityofchicago.org/city/en/depts/fin.html

2935ee Municipal CodeCi ty of DeKalb Chapter 54, fitfCharemci al Admi
Amendment passed by the voters in 1991 abolished the elective offices of Comptroller and Treasurer and combined
the duties in a Department of Finance. Bep://www.seale.gov/cityarchives/Facts/comptroller.ht@ubsequently,

Mayor McGinn has begun to implement a reorganization that will create a new Department of Finance and
Administrative Services to combine the functions from the former Fleets and Facilities Depantich¢he former
Department of Executive Administration with the revenue forecasting, debt management and tax policy functions
that were previously performed by the former Department of Financéttpeévww.eattle.gov/fas/

Mel i ssa Leu, fASenate votes tliinoisrSiatejoase Nawslarch 81, 2011, ¢ o mp
#1Controller of the City of Los AngeleSollow-Up of Management Audit: City of Los Angeles Office of the
Treasurer Februaryl5, 2011. The audit recommended consolidation of all City treasury and revenue functions in
one office to increase efficiency and reduce costs.

%2The Mayor of Los Angeles appoints the City Clerk in that municipality. See City of Los Angeles Administrative
Code. Article 11 Officers of the City Sec. 203. Appointment and Removal of Officers.
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City Council®*The Cl erkds Office would retHowaver,al | ¢u
t he Offi ceds ifeesarerespdndibdites wouldgbe taansterreld to either the

Department of Revenue or the Finance Departféits current informational functions would
be transferred to the Mayoroés Office or el i mi

The Tr easur er 0anceepartmerd woald ik merdged unéer the administration
of the appointed City Comptroller. The Treas
Finance Department. Netore functions could be eliminated or, if maintained, transferred to

another gency or governmenthe financial literacy program for Chicago school children could
be transferred to the Chicago Public Schools and the other programs transferred to the Finance or
Revenue Departments.

Action(s) Needed: State Legislation

Responsible @icial(s): Mayor, General Assembly and Governor
Time Frame for Implementatio2013

Financial Impact: Low

= =4 =4 -4

BUDGET PROCESS AND FORMAT

The City of Chicago has an annual budgeting process that establishes appropriations for City
expenses and accounts for newres from taxes and other resources. The following are the key
steps in that proce$3®
1 June: Departments inform the Office of Budget and Management (OBM) about their
resource needs for the upcoming year.
1 July: A preliminary budget is prepared by OBM basadiepartmental requests and
anticipated available funds.
1 AugusiSeptember: Public hearings are held on the preliminary budget and OBM holds
hearings with departments.
1 October: The Mayor submits the proposed budget to City Council and a public hearing is
held to gather comments.
1 NovemberDecember: Changes to the budget are considered and the City Council must
approve dalancedudget by December 31

The City of Chicago also has a Capital Improvement Plan (CIP) that is updated annually. The
CIP does nbneed to be approved by City Council and is not incorporated into the annual budget
process. The following are ®®he key steps in

23|10 New York City, the City Council selects the Clerk. See New York City Organization Chart
http//www.nyc.gov/html/om/html/orgchart/org_chart.htemdA z i Paybarah, fiCounci | Co mmi
Clerk, N eNew YOIk ®bsenser, February 26, 200@tp://www.observer@m/2225/councicommittee
pick-city-clerk.

“4The Finance Department currently collects license fees, inspection fees, compensation for franchises and all other,
payments of money to the city not otherwise specifically provided for. These payments anétedrdaily by the

City Comptroller to the City Treasurer.

%3 City of Chicago, FY2011 Budget, Overview and Revenue Estimates, p. 99.

®City of Chicago, FY2011 Budget, Overview @gapithh Revenuye
Improvement Prog a nwww.cityofchicago.org/city/en/depts/obm/provdrs/cap_improve.fast visited April 4,
2011).
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1 Departments submit fivgear capital improvement recommendations to OBM in the
winter.

OBM preparesiraft recommendations.

OBM holds J)ublic hearings with the assistance of the Capital Improvement Advisory
Committe®’

1 Adraft CIP is reviewed by the Capital Improvement Advisory Committee.

1 The CIP is presented for Mayoral approval.

1 The CIP is published aally in early summer.

= =

The operating budget authorszexpenditures for debt service associated with capital project
bonds and any additional em@ting and maintenance costat result from capital programisut

a formal capital budgetisnotadoptedn der t he Cityd0s process the

budget although it is not voted on by the City Couridile City of Chicago also receives and
distributes the property tax revenue for Tax Increment Finarf€iig districts within its
boundaries. Thsirevenue is nappropriated as part of the operatingiget either, but is spent
by the City according to the Redevelopment Plan for each TIF.

Civic Federation Concerns
The Civic Federation has the f ol |l owdprogest on

1. The Ci t ydées nobhavdul est data for its program€urrently, the City
typically budgets the following categories of appropriations for City Departments:
1 Personnel Services
1 Contractual Services
1 Travel
1 Commodities and Materials
1 Specific Purposes
The Personnel Services category of expenditures within operating departments only
includes expenses related to salaries. Specifically it includes line item expenditures such
as salaries and wages, salary adjustment and savings from timgaadff. It does not
include any fringe benefits or pensioiitie City has a separate cost center for each fund
called nGener al Financingo where a var.i
following items:
1 Health Maintenance Premiums (HMO)
1 Claims and Administration for Hospital and Medical Care
9 Term Life Insurance
T Claims and Costs of Administration f
1 Unemployment Insurance
General Fund personnel services included in General Financing was over $500 million
for FY20112°® In addition, the @neralFinancing cost center includes Medicare and

%7 The Capital Improvement Advisory Committee (CIAC) was createllidyor Daley in 1990 through an
Executive Order.
%8 City of Chicago, FY2011 Appropriations Ordinance, p. 254.
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Social Security Taxes, Professional Services for Information Technology Maintenance

and reimbursements and subsidies to other funds. Pension Fund costs are budgeted in
separate pension fda and not reflected in departmental programs or the General Fund.
The FY2011 proposed budgeted included $585 million for pension fohds.

The City is clearly not including a significant amount of the full cost of services in
departmenibudgets. For exaple, a Chicago News Cooperative investigation found

that the cost of Streets and Sanitation Department rises from $141 million to $204 million
when unallocated costs are accountedfoRy those estimates 31% of the cost is not

i ncl uded i n shutiget. ltdsevgryacommuarefor gobernments to budget or
include an analysis of the full cost of programs in their budget documents. Both Los
Angeles and New York City have tables in their budgets that outline the cost of programs
including pensions, berief, liability claims and financing and even debt servfée.

2. The City of Chicago has a data portal webditépf//data.cityofchicago.ojghat has a
variety of data sets available for download such as GIS data, FOIA requests, health
facilities informatio and transportation informatiolayor Emanuel recently added the
FY2011 Appropriation Or d¥Howevergheorm dieh e Ci
not contairperformance measurement d&t&Other cities have done a much better job
utilizing their datgportals to provide transparen&ee Appendid for examples of the
types of data provided by two other cities.

3. During the course of conducting gearly budget analysis, the Civic Feagon has
foundfundamental pieces of budgetary data either midsamg the budgetiocumenbr
not clearly presentedor examplethe FY2011 Budget Recommendatioméhich is
voted on by the City Council to create f1é2011 Appropriation Ordinancdgscribe
position count and personnel services appropriations by fumsletr, position count is
represented by fulime positions only and personnel services appropriations reflect
expenses for fultime equivalent positions (which include pairhe or hourly wages).

4. The Cityds budget doe svenuesourced andeerpengituresut | i
that are allocated by the City. Specifically, the budget obscures the amount of property
tax revenues collected on behalf of the Chicago Public Schools and City Colleges of
Chicago. Please see AppenéiXor more informatioron the budgeting of these property
taxes.

29 City of Chicago, FY2011 Budget Overview and Revenue Estimates, p. 39.

*Dan Mihalopoulos and Mick Dumke, afiSenvi te®@iBagul dnBe,
News Cooperative-ebruary 12, 2011.

%1 For examples, please see budgeting of respective Police Departments. The City of New York, FY2011 Budget
Analysis, p. 4http://www.nyc.gov/html/omb/downloads/pdf/adopt10_bfa.ddfe City of Los Angeles, Budget
FY201011, p. 124http://controller.lacity.org/AdoptedBudget/index.htm

®2CityofChc ago, Office of the Mayor, fAThe First 30 Days
2011.

®City of Malyiooagananfuel Announces Formation Of Task F
2011.
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The City of Chicagobs 2011 property tax
the library, is $796.8 million. However, this figure does not represent the full amount of
property tax revenues collected Img tCity of Chicago. There are at least three significant
additional uses of property tax revenue by the City: levies on behalf of the City Colleges
of Chicago, levies on behalf of the Chicago Public Schools and Tax Increment Financing
(TIF) district revene.

The City Colleges and Chicago Public Schools are separate units of government with
their own property tax levies collected from all property owners in the City of Chicago.
In addition, the City receives a significant amount of grant revenues, wieightesented
separately from the rest of the City buddets important for property tgpayers to have

an accurate description of which governments receive their property tax dollars and for
what purpose. Without accurate descriptions, it is impossiblééopublic to hold

elected officials responsible for the level of property taxation they impose and for the
uses of those dollars.

5. The City receives a large amount of grant funds for operations and this funding is
reported in the budget documents. Hoere the resources, expenditures and personnel
associated with these grants are presented in separate schedules from what the City terms
t he Al ocal budget. 0 This makes it diffic
budget. For example, in FY20 the City lost $317.6 million in economically sensitive
revenue on top of significant losses the two previous years, but it also received $462.9
million in funds from the American Reinvestment and Recovery®dt.is very unclear
from the budget how mincgrant funds have been used to help close budget shortfalls.

The discussion of grants received in the Finance and Administfatiotion illustrate

this issueThe budget says that departments within this category typically do not receive
grants, but arexpected to receive $120.1 million in grant funds in FY28%1Einance

and Administration local funds fell by $19.1 million between FY2010 and FYZ§hlit

it appears that grant funds will be more than enough to offset this detfdasevery
difficult to understand the net impact of different funding sources on City finances
because of the way grant funds are presented.

6. The Cityods Capital | mprovement Pl anning
objective project prioritization. It does notdescribeet cur r ent st ate of
and the amount of repairs needed

7. Traditionally, the City Council has not been an active participant in the budget process,
with Council membersd pri mar®Thé QitgGoencib ei n
typically makeseworno changes to the Mayorodés propo
only significant change that was made to

204 City of Chicago, FY2011 Budget Omgew and Revenue Estimates, p. 63, 87.

25 City of Chicago, FY2011 Budget Overview and Revenue Estimates, p. 86.

%% City of Chicago, FY2011 Budget Overview and Revenue Estimates, p. 120.

%7 A review of the grant fund budget shows that historically therddsge variance between appropriated and

actual grant funds.

8 Great Cities InitiatveT he Gr eat Recessi onds Oadopen2010, po2i.Seelalsoth€i t y g
Chicago City Council section of this report on p&de
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restore $3.5 million in funding for local chambers of commerce and other neighborhood
planninggroups®®® This is in contrast to other major cities where the city councils make
significant fiscal policy proposals. For example, the Los Angeles City Council recently
voted to make a number of changes to May
freeze hiring of new police officers.iSgni f i cant changes were a
City Council to Mayor Blothmbergés FY2011

8 The Cityds budg e ttesm pdrepective &nd coetdinlnewiringa | ong
solutions that compound finac i al di fficulties. The Cityd
reached such a greaiagnitude that it will require a mulyiear plan to address.

Civic Federation Recommendations

The Civic Federation makes the foll owdicasyy r e
and format:

33.Measure and Budget the Full Cost of City Programs

The Government Finance Officers Association (GFOA) points to a number of important uses for
data on the cost of government services including perfaeaeasurement and benchmarking,
sdting user fees and chargesivatizatonc ompet i ti on i nitiatives or
and activitybased costing and activitpased management. The GFOA states that the full cost of
service includes all direc_t and indirec Mayor-Elect Emanuel Chicago 2011

costs related to the secei. Examples Transition Plan: Initiative 9

of direct costs include salaries, wagey { fiTo support continuous improvement, critical services
and benefits of employees; materials will be prioritized and benchmarked against other
and supplies; associatedesating comparable cities and public and private sector top
costs such as utilitiegent, training performers for both the quality and cost of service.

) ' 1 There will be measurable cost reduction and service
and travel; a.nd costs that maY not be improvement targets for each performance measure.
fully funded in the current period sucl]  These targets will be reported to the public and City
as compensatieabsences, interest Council, and quarterly progress reports will be issued.

expense’ deprec|at|0n or use a”owan In 100 days: From day one, the administration will hire

: : professionals who are driven by performance.
and pensions. Indirect costs Performance benchmarks will be established to develop

encompass _Sh_ared adm'n'Strat'Ve reasonable standards for City services, such as garbage
expenses within the work unit as well| collection, construction activities, maintenance, repairs,
as support functions outside of the and infrastructure services. Performance will be posted
work unit (human resources, legal, | on-line for the public to view. _
finance et()271 In Year 1: T.ranspareny performance_ management _W|II
’ become fully integrated into the operations and oversight

of the City, as part of the 2012 budget and beyond.0
Page 18

FEran Spielman, ACommittee GClkeagoBulineyNogemberlld, 2lidget f o
°Kate Linthicum, ACity Council votes to put off LAPILO
AThe Cityods FY2011 Budlghel3,20l0dhe Buck Stops Here, o

"Government Finance Officersd Association, AGFOA Bes

(2002).
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The Cityshould allocate all direct costs to departmental budgets in its program and budget
summary book including all employee benefits, pensions, facilities expenses and liability
expenses. Indirect cost such as support function expenses (human resourcésalecs),

should also be calculated and made available in the budget. The GFOA recommends that such
shared costs be apportioned by a systematic and rational allocation methodology and that the
methodology be disclosé& Including all costs of service proim will allow the unit costs to

be calculated, such as the cost of a ton of garbage collected, which can then be used for
performance measurement and to benchmark th
private sector.

1 Action(s) Needed: Dird¢mon of Mayor, Departmental Implementation
1 Responsible Official(s): Mayor

1 Time Frame for Implementatio@011

1 Financial ImpactLow

34 Ex pand tOnkneatatortédl o Make Budget, Financial Data and Performance
Measurement Sets Publicly Available

The City of Chicago should become a leader in providing public access to maehaable

data. The City recently took positive first stdéyy making TIF datand the FY2011

Appropriation Ordinancavailable in its data portdt should further expand its thaportal to

make multiple years of financial apeérformance measurement data publicly available. At a
minimum this should include data sets containing expenses, revenues and fund balances for five
actual years, the current budget year and the proposig@gtT he data sets should include

details by fund, department and object so that the user can sort and analyze the information
according to differing levels of detail. To ensure data integrity for performance measures, the
City should also develop and pighh data definitions that clearly explain the meaning of the each
measure, the source of the data for the measure and any calculations used.

Action(s) Needed: Direction of Mayor, Departmental Implementation
Responsible Official(s): Mayor

Time Frame formplementation2011

Financial ImpactLow

= =4 =4 -4

35. Add Additional Expenditure and Revenue Data in the Budget

The City should add additional expenditure and revenue data to its budget documents. Below are
a few of the relevant budgetary best practices outlinetidjational Advisory Council on State
and Local BudgefNACSLB):
1 As a comprehensiverogram and financial plan, the budget should includpratjrams
and funds.
1 Thefinancialoverview should clearlgescribe the current and projected financial
position ad fund balanceshe financial activities and expectations for the budget period,
and theexpected implications for future periods.

2Government Finance Officersd Association, AGAGFOA Bes
(2002).
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1 Financial data presented in the budd@tuments should include comparisons of prior
period actual resultsurrent periodbudgetand/or estimated actual resudisd budget
periodprojected figures. Key assumptions for revenues and expenditures bhould
highlighted?”®

The Civic Federation recommends that the City of Chicago add the following information to its
budget documest

ReportActual Expenditure Data in the Budget

The Budget Overview and Revenue Estimates book includes actual revenue data for five prior
years,aswellasayearnd esti mate and the budget projec
This is important tstorical information and a critical feature of the budget presentation. The
Civic Federation urges th@effice of Budgetand Managemernb also provide actual data for the
expendituresvith a breakdown by both function and fuasipart of théd Bu d g elt s .D@t a i
Currently only the appropriated, not actual, figures for prior year expenditures are provided.

Report All Reserve Fund Revenues and Expenditures in Budget Overview and Revenue
Estimates

The longterm, midterm and shofterm funds created as parthf¢ Ci t y6s r ecent
transactions have played a central role in its operating budget since 2006. The City currently
posts helpful information about the balances in the funds on its wébaite shows some
information about the lorgerm and miekerm reserves its Budget Overview and Revenue
Estimates bookdowever, the budget does not provide the same level of detail for the reserve
funds that is included for other City fund$e Civic Federation recommends that the City
include current and higtical information about all asset lease proceeds in the Budget Details
section of the Overview book in order to show exactly how much revenue was generated by the
transactions (including intereshipw funds have been spetd how much is still in reservi

should also treat the Reserve Ftiithe same as other funds in the Recommendations budget
book such as adding it to the Detail of Revenue Estimates section.

Report All Fund Revenues by Source in BudQeerview and Revenue Estimates

In the budget ovetew and revenue estimates, all fund revenue is broken down by fund and
individual fund summaries includiata on revenueosirces It would be useful if the City also
provided an aggregate summary of revenue sources for all funds. This would alteadkndo
see what percentage of ttedal budget comes from taxes, fees, grants other sources. This
would provide a more complete picture of the reeebase of the entire government.

273 National Advisory Council on State and Local Budgetifgcommended Budget Practicéshicago: GFOA,

1998)

"See the Cityds Asset Lease Agreements page at
http://www.cityofchicago.org/city/en/depts/fin/supp_info/public_private partnerships/asset lease_agreements.html
?>The Reserve Fund was created to account for reserves from the Skyway and parking meter transactions (See City,
of Chicago, FY2009 Comprehensive Annual Financial Report p. 48).
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Enhance Programmatic Budgeting
The City publishes SumPapbpgoamhandbBedke dow

appropriations by program and includes performance data for three previous years, a current year

estimate and a budgeted year target. This information is important for the City as it moves
toward linking budgets angerformance. The programmatic budgeting could be improved in a
number of ways. Currently, programmatic funding and personnel data is only provided for the
budget year. Actual personnel and expenditure data should be added for each of the past years 4
well, so that the resources can be compared with performance. Programs should also have goals
and objectives to demonstrate the intended results of the programs.

Action(s) Needed: Direction of Mayor, Departmental Implementation
Responsible Official(s): Mayor

Time Frame for Implementatio2011

Financial ImpactLow

= =4 =4 -4

36.Increase Transparency of Property Taxes Controlled by the City that are Provided to the
City Colleges of Chicago and the Chicago Public Schools

The Civic Federation urgeke City of Chicago to imove the public disclosure of its

arrangements with the City Colleges and the Chicago Public Schothe shorterm,budget
documentshould report the associated revenues and expenses in the budget totals and the
budget narrative should clearly deberithe agreementalthough they are allocated for other

units of government, these expenditures are being funded with City of Chicago property tax
doll ars. Therefore, they should be transpar
term, tre City should work with the legislature and affected governments to transfer the levies
from the City to the respective units of government that are benefiting from the property taxes

Action(s) Needed: Direction of Mayor, Departmental Implementation
Regponsible Official(s): Mayor

Time Frame for Implementatio@011

Financial ImpactLow

= =4 =4 -4

37.Improve Budgeting of Grant Funds by Providing a Level of Detail Comparablédoal
Funds

TheNational Advisory Council on State and Local Budgeting (NASCidgpmmendshiat the
budget includdigh-level summarynformation that describes overall funding sources and the
organizatioras a wholé"® Constituting over $2 billion in revenues, grant funds are clearly an
important component of overall City funding. However, theyreot included in budget totals
and do not have the same level of detail in the budget as local funds. The Civic Federation
recommends that the City take the following steps to improve grant fund reporting in the budget
documents:

1 Add an analysis of thenéire City of Chicago budget that encompasses grant funds to

show a complete picture of all resources, expenditures and personnel.

278 National Advisory Council on State and Local BudgetiRgcommended Budget Practicéhicago: GFOA,
1998), practicd 0.1g: Present the Budget in a Clear, Easlyse Format.
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1 Budget grant funds at the same level of detail as local funds. This includes reporting five
years of grant fund revenues agenditures in the budget overview and revenue
estimates document as is done with other funds. Currently, only two years are reported
for grant funds. Increased detail comparable to local funds should also be provided in the
budget recommendations documhe

1 Transparently explain the impact of the grant funds on closing the operating deficit in the
budget narrative and deficit closing charts.

1 Add a schedule with a breakdown of the resources provided to departments that outlines
all sources of departmehfanding for five years including grant funds and aggregate
totals.

Action(s) Needed: Direction of Mayor, Departmental Implementation
Responsible Official(s): Mayor

Time Frame for Implementatio@011

Financial ImpactLow

= =4 =4 -4

38.Reform the Capital Budgeting ®cess and CIP to Focus on Project Prioritization

In this time of increasing debt levels and limited resources, it is critical that the City strategically
allocate resources for its capital needs. The Civic Federation recomthantle City undertake

a threestep capital process consisting of the following: (1) adoption of capital planning related
financi al policies by the City Council, (2)
(CIP) including an objective needs assessment and (3) adopagorojected capital

improvements list as part of the annual budget process.

Experiencebased judgment is an approach to capital planning where projects are ranked
primarily on the judgment of managers and staff, governing board members, citizensesad ot

and is commonly used by small and medium sized cifieis. method has value in that elected
officials and other stakeholders are often in touch with the needs and problems facing a local
community. However, relying exclusively on experiethased judment can become

problematic when there are many capital requests, complex capital requests and many decision
makers?’’ There will always be some level of subjectivity involved in capital planning, but
objectivity is enhanced when goals, criteria, rankimgsatings approaches are used to help

of ficials select priorities b&%ed on the co

Under the three step approach outlined above, the City Council and public would help to set the
goals and criteria for needs assessmenpamniéct selection through financial policies. Staff

would use those criteria to rank projects in the CIP. Lastly, specific projects would be selected as
part of the annual budgeting process guided by the CIP. If any project differed from the CIP, it
wouldbe explicitly detailed in the budget doc!
if a project is being funded based on selection criteria or based on input from City Council and
the public

2T A, John VogtCapital Budgeting and Finance: A Guide for Local GovernmgWashington DC: ICMA, 2004),
p. 90.
4’8 A, John VogtCapital Budgeting and Finance: A Guide for Local Governm@mashington DC: ICMA, 2004),
p. 91.
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The Government Finance Officers Association (GFG&pmmends thaufisdictiors adopt
policies to inventory and assess the condition of all negpital assetdt also recommends that
governments adopt a lofrgnge financial planning policy that considers the implications of
capital budgeté’® The Mayor &ould present and the City Council should adopt financial
policies in order to provide staff with clear criteria on how to assess capital assets and rank
capital projects.

Currently, the Cityods CIP i ncl upmagestsetectione s cr i
criteria used for each program area, but how well individual projects meet the selection criteria is

not outlined and the overall state of t he Ci

funding constraints occur projectealiminated based on (1) departmental priority, (2) needs of
program area, (3) effect of project on operating budget and (4) comments rét&ies GFOA
recommends using a rating system to facilitate decision making in capital pl&finhg. CIP
should tilize a rating system to determine which projects get eliminated based on the adopted
financial policies. The CIP should transparently outline how the rating scale is applied to
programs and/or projects.

The Government Finance Officers Association (GF@Klprecommends that governments

prepare and adopt a formal capital budget as part of their annuadiomnieel budget process
recommends that the capital budget be adopted by a formal action of the legislative body, either
as a component of the opting budget or as a separate capital budget. The capital budget should
be directly linked to and flow from the Cf#

It is common practice for governments to adopt a capital budget in addition to the CIP. For
example, both New York and Los Angeles haapital budgets that are adopted by their City
Councils. In New York, the mayor submits a capital budget with the operating budget each year
that proposes funding for capital projects in the coming year as well as the three following years.
It is adopted byhe City Council with the operating budget. Funds that are not committed in the
fiscal year that they are appropriated are eithepgropriated in the next capital budget or
withdrawn?®®In Los Angeles, a capital financing plan is prepared in conjunatitmthe CIP

which details the financing for all facilities in the plan, establishes funding priorities and reviews
the impact of all borrowings on lortgrm debt affordability ratios. It is presented for approval as
part of the budget*

A projectedcap t a | i mprovements | ist (including TIF

should be presented for City Council approval as part of the annual budget process. This could
take the form of a separate document that is presented to City Council duripgthtng

"Government Finance OfABéstPeactiseddoftisnofocmancal Rolicigsd A QPO 2 ) .
280 City of Chicago, 2012014 Capital Improvement Program, p. 4.

BlGovernment Finance Officersd AsYeoar aCadmint, ali PRlegpramii m
22 Government Finance Offces Associ ation, AGFOA Best Practice: I n¢

Budget Process, o (2007).

Bl ndependent Budget Of fUrcdkerodt arhcei rCdg t Ve wAGUBeeGBTh&iotr k6

Capital Budget, 0 hloregorts/IBOGRGwS (lastwisiteadyor Apnl 28, 20K1).
#City of Los Angeles Chief Administrative Officer,
http://cao.lacity.org/Debt_Mgmt/FinancialPolicies.pdf (last visited on April 28, 2011).
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budget process similar to what is done at the State of Illinois. Because of the complex and multi
year nature of capital projects, staff should be provided with adequate flexibilipr@edts that

have committed funds should not automatickdfyse at the end of the fiscal year as happens

with operating appropriationsheCi t y6s capi t al projects |ist
process should include the following elements as recommended by the GFOA:

1. A definition of capital expenditure.

2. Summay information of capital projects by fund, category, etc.

3. A schedule for completion of the project, including specific phases of a project, estimated
fundingrequirements for the upcoming yearés)d planned timing for acquisition, design
and constructiomctivities.

4. Descriptions of the general scope of the project, including expected service and financial
benefits to thgurisdiction.

5. A description of any impact the project will have on the current or future operating

budget.

Estimated costs of the projeblased on recent and accurate sources of information.
Identified funding sources for all aspects of the project, specifically referencing any
financingrequirements for the upcoming fiscal year.

8. Funding authority based either on total estimated projesttarcestimated project costs

for the upcomindiscal year. Consideration should be given to céoryard funding for

projects previously authorized

9. Any analytical information deemed helpful for setting capital priorities (this can include
any cost/berfé comparisons,

N

and related capital projects). Mayor-Elect Emanuel Chicago 2011

10. Any variance between the Transition Plan: Initiative 12
capital projects list adopted 1A The -ptrensd cities develop a 25-year vision and
during the annual budget prioritize  investments  into  five-year  capital

improvement plans using a multitude of investment
process an d. th options, including leveraging private resources and
should be documented in the capital. Using this framework, all investments will be

final budget documents. maximized and sequenced to reach their full potential
and deliver the best value.
T Action(s) NeededAdoption of In 100 days: Performance metrics and ROI standards
. will be developed for all capital projects.
Ord'nancle o In Year 1: Department and agency capital improvement
1 Respondile Official(s): Mayor plans will be rolled up into a Chicago capital plan with a
City Council multi-year time horizon identifying timelines, goals, plans,
1 Time Frame for Implementation: and partner; for upcoming projects, including the Red
2012 Line expansion.o

Page 21

1 Financial ImpactMedium

39.Develop a LongTerm Financial Plan

The Civi c F e #iepancaalChalenges for the e Mayor of Chicqgeleased in
February 2011) included a @omendation to publish mulyiear financial forecasts and a
recommendation to develop a letegm financial plan, which the Civic Federation has been
urging for at least a decad&® The National Advisory Council on State and Lb8udgeting

25 Civic FederationCity of Chicago FY2001 Proposed Budget: Analysis and Recommendations
2001,November 1, 2000.
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(NASCLB) definesthe longterm financial planning process as an assessment of th¢elong
financial implications of current and proposed policies, programs and assumptions with
devel opment of appropriate®trategies to ac

The Civic Federatiosupports theMayord executive ordr issued on May 20, 2011 to conduct
an AAnnual Fi ff®uoch analysis iderded for brigangedplanningind it
represents an important first step in the prodesgsarticular, the executive order mandates the
following elements that are essential to set the stage foiréomge planning:
1 Arrole for the City Council in the process of identifying appropriate fiscal and
programmatic strategies;
An opportunity for public review and comment on the Annual Finananallysis;
A financial condition analysis that will cover the previous ten years including a
di scussion of key factors impacting the
1 A threeyear baseline forecast that describes key assumptions as well agia¢terna
forecasts to show positive and negative variances;
1 A-reserve analysis that includes the corporate fund reserve and asset lease reserves;
T An analysis of the Cityods capital i mpr ov
1 An analysis of general debt obligations and lbergn liabilities.

T
T

The Citybés executive order essentially sets
analysis and forecasting process. However, the executive order does not explain how that
analysis will be used to developaplantoaddrdss @ ago6s fi nanci al chal

Federation is hopeful that when a new financial planning process is fully implemented it will use
financial analysis to develop fiscal strategies and policies. In particular the Civic Federation
recommends that tHellowing steps be included in the financial planning process in addition to
what is outlined in the executive order:

1. A description of financial policies, service levatgetsand financial goals. Each policy
should be reviewed using relevant forecastiata to determine if the policy is being
followed, if the policy should be amended and if new policies should be added.

2. A scorecard or rating of the financial indicators as part of the financial analysis that
assesses whether the trend is favorablesamnts caution, is a warning sign of potential
problems or is unfavorahle

3. Possible strategies, actions and scenarios needed to address financial imbalances and
other longterm issues. For example, a discussion of the-teng implications of
continuing @ ending existing programs or adding new ones. These actions should
include information on fiscal impact and ease of implementation.

4. Sufficient stakeholder input including holding a public hearing for decision makdrs
the public to provide meaningfulpat on a longerm financial strategy to address the
Cityds financial challenges.

8¢ National Advisory Council on State and Local Budgefferommended Budget Practicg@hicago: GFOA,

1998).

BCi ty of MayoiEmangedSignsiecutive Order Creating a LoAerm Budgeting and Financial

Pl anning Process for the City of Chicago, 0 news rele
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The Civic Federation believes that an
effective financial planning process
must include financial analysis and
forecasting as well as the identificatio
of possible actionand scenarios to
address fiscal challenges. As the
GFOA states in its lorterm financial
planning best practice, this allows
financial capacity to be aligned with
long-term service objectives and to
develop strategies to achieve leng
term sustainability®®

Mayor-Elect Emanuel Chicago 2011
Transition Plan: Initiative 2

9 Arhe City will issue an executive order to establish a
formal, long-term financial planning process.

9 The administration will also ask City Council to pass a
resolution adopting a budget policy that guides the
process for spending and budget decisions.

1 Relying on involvement and input from the public and
City Council, the new planning process will incorporate
financial best practices.

In 100 days: The executive order will be executed, and

the City Council budget policy resolution will be

introduced.

In Year 1: Beginning with the 2012 budget, City budgets
will be developed in the context of a five-year forecast,
with clearly described assumptions and a formal policy
about withdrawals from asset reserve funds, debt ratios,

and growth in theo Cityds f
Page 10

1 Action(s) Needed:

Adoption of Ordinance
1 Responsible Official(s):
Mayor, City Council
Time Frame for Implementatio@011
Financial ImpactMedium

1
1

40.ImproveCi t y0s Budget Process

The Civic Federation recommends that the City adopt a more particijpattggt process by
encouragingneaningful citizen inpuand by having the City Council serve as a partner in
developing the budget and setting fiscal policy. The following steps can be taken to
institutionalize these changes:

Council Adoption of Financial ®icies

The Mayor should present and the City Council should adopt a series of financial policies as
previously recommended by the Civic Federation and consistent with the best practices of the
GFOA. These policies should be regularly evaluated as parooigterm financial plan review

each spring, which should include opportunities for public input during early stages of the review
process.

Hold Separate Budget Hearings on the Proposed Budget

Past practice included three public hearings followingPtleéiminary Budget Estimatesleased
by July 31 each year. This hearing schedule did not allow for meaningful public input. The
Preliminary Budget Estimaied ent i fi ed the Citybés antici
present any specific budgetary opsolVithout specific budgetary proposals to react to, it is
difficult for the public to provide meaningful input.
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The only opportunity for the public to comm
one City Council meeting. There was no desighétae for the public hearing to begin because
it took place only after other Council business had been conducted.

The City Council should hold three public hearings on the proposed budget separate from its
regularly scheduled City Council meetings atdsvand locations convenient to the public. The
public hearings should be held at least ten working dégspublication of the proposed budget
and five working days before the City Council vote on the budget

Action(s) NeededAdoption of Ordinance
Regonsible Official(s): MayqrCity Council
Time Frame for Implementatio2012
Financial Impact: Low
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APPENDIX A: METHODOLOGY AND S OURCES

The Civic Federation employed the foll owing
condition and operationsd develop recommendations.

Analysis of Financial Challenges

Recognizing that the City faced enormous financial challenges, the Civic Federation conducted a
detailed examination of the Cityds finances
the scale of the problem and to identify the
This resulted in th&inancial Challenges for the New Mayaport issued in February 2011. In

thatreporit he Ci vic Feder at i on sfnantes and expandechoe st at e

recommendations made in previous Civic Federation budget esnalys

Compilation of Previous Recommendations

A variety of recommendations have been offered previoustiidivic Federation and others
but not yet adopted by thet Staff compiled and examinedecommendations that have been
offered from such sources agth Ma y J'Céntiry Qoinmission report, the Civic Federation,
the Citydéds Inspector General and others.

Expert Interviews

Interviews were conducted with expeiridividually and in small groups to generate background
information, develop recommendations and identify research sources. These discussions covered
a wide variety of issues including the City
alternati\e service delivery options and public safety structure.

Chicago Finance Committee

The Civic Federation convened a committee of busipesessionalaind individuals with
experience in City governmettt oversee development of tBévic Federation ChicagBinance
Project The committee met on a regular basis to develop consensus on a core list of
recommendations, review staff waatkdoffer guidanceon the project

Financial Data

The financial data in this report was taken primarily from City of Chigagbminary budget
overview and revenue estimate documents, executive proposed budgets, adopted appropriation
bills and the financial statements contained in comprehensive annual financial reports. Much of
the data was previously compiled for the Civic #ada t Finantial €hallenges for the New

Mayor Reporissued in February 2011 and Biy of Chicago FY2011 Proposed Budget:

Analysis and Recommendatiassued in November 2010.
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APPENDIX B: CITY OF CHICAGO GO VERNMENT

Chicago is a home rule unit ofilibis local governmentt is governed by a MayeCouncil
system of government. The Mayor is the City
responsibilities with the Clerk and Treasur

The Mayor, Clek and Treasurer are elected for fg@ar terms in a nonpartisan election. A
candidate must receive a majority of the votes cast to be eld#ateccandidate receives a
majority in the initial election, a ruoff election is held with the two candidategeiving the
most votesThe candidate receiving a majority vote in the-afinis electedor the positionThe
City Council consists of 50 aldermen elected by wale wards are rdistricted every ten years
after completion of the federal census ns@e equal population distributiobhe method of
election and term of office are the same as that for the executive offidial® are no term
limits for any of the City elected officials.

The City Council s | egi s latate andtiee hpre wie previsians e ¢
of the lllinois constitution. In general, the Council has the power to legislate for the protection of
the public health, safety, morals and welfare; to license; to tax; and to incuf lael@ity

Council votes on all mposed loans, grants, bond issues, land acquisitions and sales, zoning
changes, traffic cdrol issues, mayoral appointeasd dher financial appropriations. Its

standing committeagview proposed ordinances, resolutions and orders before they are voted
on by the full councif®®

The Mayor, as chief executive officer of the City, is responsible for the administration of
municipal programs and activitiecEhe Ci t y6s administration i s
boards, commissions and agencid$ey are orgnized into eight program areas: Finance and
Administration, Legislative and Elections, City Development, Community Services, Public
Safety, Regulatory, Infrastructure Services and Public Service EnterfisEse Mayor

appoints all department heads witle advice and consent of the City Council. If a vacancy
occurs in a positigrthe Mayor can fill the position within 30 days upon communicating the
name of the appointee to the CouigliThe Mayor is also authorized by ordinance to appoint an
administratve officerto supervise thenanagment of all city administrative divisions. The
administrative officermustave had at | east five yearso ex
private administrative positiorfS? The Mayor has the power to veto ardicesapproved by the
Council. Aveto can beverridderby atwo-thirds affirmative vote®®®

The City Clerk is responsible for overseeing, guiding and tracking the legislative process by
acting as official parliamentarian of the City Council, publishing offieabrds of City Council

meetings and maintaining records of al/l l eqgl

29 gee lllinois Constittion, Article VII: Local Government, section 6: Powers of Home Rule Units; 65 ILCS 20/
Revised Cities and Villages Act of 1941; Chicago City Ordinance, Cha@eiCity Council and Wards of the
City;_http://mayor.cityofchicago.org/mayor/en/special_pljemepegsupportingpgs/city_council.html.

290 City of Chicago, FY2011 Budget, Overview and Revenue Estimates, p. 106.

291 Chicago City Ordinance, Chapted2010 Mayor: Appointment powers and duties.

292 Chicago City Ordinance, Chapte#2020 Mayor- Supervisoy authorityi Administrative officer appointment,
powers and duties.

29365 |LCS 20/2116. Veto by mayor.
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