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PREFACE 

The Civic Federation, a non-partisan public interest organization, serves the 
taxpayer by monitoring the budgets of major local taxing units and by applying its 
research to public policy issues. The Federation has published an annual overview of 
the tax levels and debt of the major local governments since 1934. In recent years, 
expenditure trends for the major local government units in Cook County have also been 
included. 

This document depicts revenues over a ten year period and expenditures over an 
eight year period. The data necessary to produce this report are gathered from a 
variety of sources over a protracted period of time. Unfortunately, some segments are 
not available until 15 to 18 months after the close of the calendar year. In the case at 
hand, vital information was not available for 1992, the final year of this study, until the 
late Spring of 1994. 

Information in this document comes from the financial officers of the major local 
government units and their staffs. The Cook County Clerk, Treasurer and Assessor, the 
State of Illinois Department of Revenue and Moody's Investors Service have also 
provided essential information. We thank the many local government officials whose 
cooperation and assistance made this study possible. The study was prepared by the 
Civic Federation staff: Toni Hartrich, Ph.D., Director of Research; Myer Blank, Senior 
Research Associate; Roland Calia, Senior Research Associate; Mark Paul, Research 
Associate; Margaret Jones and Hong Liu, Research Assistants. 

We are indebted to the generosity of the Arthur Rubloff residuary Trust for 
funding this publication. 

John F. Ward, Jr. 
Chairman 

William P. Cowhey 
' President 



CHICAGOLAND - A FISCAL PERSPECTIVE 
1983-1992 

E X E C U T m  SUMMARY 

The Civic Federation produces Chicagoland - A Fiscal Perspective annually. This 
publication analyzes property taxes, other sources of local government revenue, debt and 
expenditure trends for the eight major local government units in Cook County. It also 
includes representative municipal property tax burdens within Cook, Lake and DuPage 
Counties and compares local and national fiscal trends in taxation and long term liabilities. 

Local governments in Cook County continued to rely heavily on property tax 
revenues in 1992 to fund their operations. The percentage of total revenues derived from 
property taxes rose from 33.1 percent in 1983 to 35.8 percent nine years later. Overall, 
property tax revenues collected by the eight major local governments within Cook County 
rose by $390 million between 1991 and 1992, increasing at an annual rate nearly four 
percent greater than inflation. 

The largest share of property tax dollars continued to go to education in 1992. 
Nearly 47 percent of the total collected in the City of Chicago and 55 percent collected in 
the Cook County suburbs was earmarked for education. 

1992 effective overall and educational tax rates for commercial, home and industrial 
properties were compared in the major municipalities of the Chicago metropolitan region. 
Municipalities ranking in the top ten for efective overall efective tax rates for commercial 
and industrial property were located in Cook County while all of the communities making 
the top ten list for residential property were found in the suburban collar counties. At the 
same time, all of the municipalities enjoying the lowest overall effective property tax rate 
for commercial and industrial properties were found in the collar counties. However, nine 
of the ten communities with the lowest residential tax rates were located in Cook County. 

All of the municipalities ranking in the top ten for efective education tax rates for 
commercial and industrial property were located in Cook County while a11 ten communities 
with the highest residential tax rates were to be found in the collar counties. Conversely, 
all of the communities with the lowest tax rates for commercial and industrial property 
were in the collar counties and all but one of the municipalities in the bottom ten ranking 
for residential tax rates were located in Cook County. 



Seventeen new Tax Increment Financing (TIF) districts were created in 1992, 
bringing the total number to 124 in Cook County. Overall Equalized Assessed Valuation 
(EAV) within the Cook County TIF districts grew by 21 percent over 1991. The total tax 
dollar received by TIF districts in 1992 increased to $101 million, a 20 percent increase over 
1991. In 1992, only two municipalities experienced negative increment growth (less EAV 
in the TIF district than the amount of frozen EAV). There were twelve municipalities 
where the EAV in TIF districts declined between 1992 and 1991. 

Government expenditures for the eight major governments within Cook County 
increased almost 38 percent in inflation adjusted dollars between 1984 and 1992. When 
the effect of inflation was factored in, expenditures for the City of Chicago rose about 23 
percent from 1984 to 1992. In 1992, spending for police and fire protection continued to 
consume the largest portion of the municipal budget, over 28% of total expenditures. 
Overall, Cook County's expenditures rose by 38 percent in inflation adjusted dollars. 
Expenditures for public safety and health took the lion's share of Cook County spending 
in 1992, constituting over 66 percent of all County expenditures. 

Per capita local government overlapping debt within the City of Chicago increased 
by $85.08 between 1991 and 1992. This raised the per capita debt burden to $1266.26. 
Chicago's overlapping debt totalled $4.7 billion, an increase of 14.7 percent from 1991. 
This amount represented 13 percent of the EAV within the city. 

Collectively, the eight major governments within Cook County extended $942 million 
for long term obligation in 1992. From 1987-1992. local governments increased their - - - 
extensions for long term obligations 20.4 percent while overall property tax extensions rose 
48.7 percent. Long term obligations as a share of the composite tax bill fell from 36 
percent of total extensions in 1987 to 29 percent in 1992. 

The nine major public pension funds in the Chicago area covered 122,250 active 
employees and 58,183 beneficiaries. These funds invested and managed over $13 billion 
in assets and were responsible for $17 billion in liabilities. 
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BACKGROUND NOTES 
Local government finance in the Chicago region is quite complex. Illinois leads 

the nation in the number of special taxing districts and authorities that can levy property 
taxes, and Cook County has the highest number of such districts in the state. 

Cook County is the only Illinois county in which real property is classified for tax 
purposes. Homes are assessed at 16 percent of market value, commercial properties at 
38 percent and industrial properties at 36 percent. These three types of property 
represent the range in a system that has ten different property classes, each bearing a 
different proportion of the tax burden. Elsewhere in the State of Illinois, property 
owners, with the exception of farmland owners, pay taxes based on assessments of 33 113 
percent of property value. 

Cook County taxpayers support the eight major local government units included 
in this study. These units do not all have the same fiscal year calendars. They include: 

Government Unit 

City of Chicago 
Cook County 
Chicago Board of Education 
Chicago School Finance Authority 
Chicago Park District 
Chicago City Colleges #508 
Forest Preserve District of 

Cook County 
Metropolitan Water Reclamation 

District of Greater Chicago 

Fiscal Year 

January 1 - December 31 
December 1 - November 30 
September 1 - August 31 
September 1 - August 31 
January 1 - December 31 
July 1 - June 30 

January 1 - December 31 

January 1 - December 31 

In Illinois there is more than a year's lag between the time a local government 
approves the property tax levy it needs to fund that year's budget and the actual 
extension and collection of the property taxes which pay for that year's public services. 
For example, the tax bills local residents received in the spring and summer of 1993 
actually cover 1992 local government expenditures. Because tax levies tend to increase 
annually, there is normally a gap between the amount of tax dollars actually received in 
one year and the amount needed to cover expenditures made in the same year. To deal 
with this shortfall, local governments in Illinois can float short-term loans or notes 
which are backed by the revenue stream from property taxes to be collected the 
following year. These loans are called tax anticipation notes or daily tender notes. 

Some of the charts in the text include comparisons between current dollars and 
inflation-adjusted dollars. The annual consumer price index (CPI) for the Chicago-area 
was used to make the inflation adjustments. 



I: LOCAL GOVERNMENT REVENUES AND 
EXPENDITURES 

Local governments in Cook County continued to rely heavily on property tax 
revenues in 1992 to fund their operations. The percentage of total revenues derived 
from property taxes rose from 33.1 percent in 1983 to 35.8 percent nine years later. 
Overall, property tax revenues collected by the eight major local governments within 
Cook County rose by $390 million between 1991 and 1992, increasing at an annual rate 
nearly four percent greater than inflation. 

The County of Cook as a government entity raised its property tax extension by 
nearly 21 percent between 1991 and 1992, followed by the Cook County Forest Preserve 
District with a 5 percent increase and the Chicago Park District at 4.5 percent. 

The largest share of property tax dollars continued to go to education, just as in 
past years. Nearly 47 percent of the total collected in the City of Chicago and 55 
percent collected in the Cook County suburbs was earmarked for education. 

This year Chicanoland adds a new feature, examining comparative effective tax 
rates in the metropolitan region. The following two exhibits compare top and bottom 
effective tax rates for commercial, home and industrial properties in the 21 
municipalities in Cook and the Collar Counties with populations greater than 40,000. 

TOP AND BOTTOM TEN EFFECTIVE OVERALL COMPARATIVE TAX RATES FOR HOMES,BUSINESSES IN THE 21 CITIES OVER 40,000 
IN THE CHICAGO REGION 

1992 taxes (paid in 1993) 

Overall 
Effective 

Prop. Taxrate 

Countv Place HOME' 

D" P ~ G  Napewille (u) 3.0560 I Will Joliet 2.5727 
Will Joliet(U) 2.4361 
Du Page Bolingbrook 2.4023 
Du Page Aurora (U) 2.3927 
Du Page Wheaton (U) 2.3818 
Kene Aurora (U) 2.3423 
Lake Waukegan (U) 2.31 01 
Du Page Aurora (U) 2.21 54 
Will Napewille (U) 2.1978 

Cook Schaumburg 1.4767 1 Cook Schaumburg 1.4677 

Des Plaines 1.4526 
Du Page Elmhunt 1.441 1 

Mt. Prospect 1.31 37 
Arlington Hts. 1.2812 
Des Plaines 1.2562 
Hoffman Est. (U) 1.2482 
Skokie 1.1849 

Most of the 21 municipalities in this sample had a range of property taxrates, some were also in two counties and we included both ends of the tax ranges in 
in our datafor each country. This means it is possible for a municipality to have more than one taxrate shown in the highest andlor lowest ten ranks. 
(U) means this area has a Unit school district. 



The first chart shows the top ten and bottom ten effective overall comparative 
1992 effective tax rates. The most striking finding was that all of the municipalities in 
the top ten commercial and industrial rankings were in Cook County while all of the 
communities making the top ten list for residential effective property tax rates were 
located in the suburban collar counties. A similarly sharp dichotomy exists when the 
rankings for the bottom ten communities in the three categories were considered. 

AU of the municipalities enjoying the lowest overall effective property tax rate for 
commercial and industrial properties were found in the collar counties, mostly in 
DuPage County. However, nine of the ten communities with the lowest residential tax 
rates were located in Cook County. 

The next chart presents the ten highest and lowest effective 1992 education tax 
rates. The same pattem found regarding overall effective property tax rates emerges 
here as well. 

TOP TEN AND BOTTOM TEN EFFECTIVE 1992 EDUCATION TAT RATES FOR 21 LARGEST MUNICIPALITIES 
IN  SIX COUNTY REGION 

COMMRCL 

B O R O M  BOROM I TFU I I TEN 

There srs several cases where there is a tie for bnth ranked municipality. In these cases all of the tenth ranked municipalities are included. 
Also most municipalities had a range of taxrstes. some were also in two oountiea as well and we include both ends of the range in our data 
as well as information tor each county. This means it is possible for a munioipaliy to have more than one taxrate shown in the highest 
and/or lowed ten ranks. (U) means thst this it s unh school dirtricL 



All of the municipalities ranking in the top ten for effective education tax rates 
for commercial and industrial property were located in Cook County while all ten 
communities with the highest residential tax rates were to be found in the collar 
counties. Conversely, all of the communities with the lowest tax rates for commercial 
and industrial property were in the collar counties and all but one of the municipalities 
in the bottom ten ranking for residential tax rates were in Cook County. With an 
effective educational tax rate of 0.7252 (translating into a tax bill of $725 for a $100,000 
home), Chicago ranked in the bottom ten listing. 

Government expenditures for the eight major governments in Cook County 
increased almost 38 percent in inflation adjusted dollars between 1984 and 1992. The 
myriad factors driving the expenditure increases included the rapidly rising cost of 
employee health benefits, capital and infrastructure needs, federal and state mandates 
and public safety. 

When the effect of inflation was factored in, expenditures for the City of Chicago 
rose about 23 percent from 1984 to 1992. In 1992, spending for police and fire 
protection continued to consume the largest portion of the municipal budget, over 28% 
of total expenditures. Public safety spending rose 43 percent in actual dollars over the 
period of this study. 

Expenditures for public safety and health took the lion's share of Cook County 
spending in 1992, constituting over 66 percent of all County expenditures. In actual 
dollars, public safety expenditures rose 87 percent between 1984 and 1992, from $290 
million to $544 million while health spending rose from $314 million to $518 million. 
Overall, expenditures rose by 38 percent in inflation adjusted dollars. 

In the following three sections, revenues and expenditures are examined more 
closely. The first section addresses property taxes throughout Cook County in terms of: 

Overall property tax climate 

Where 1992 property tax dollar went 

w Assessed value by class of property 

Cook County classification and its impact on property tax burdens 

Regional effective property tax comparisons 



In the second section, other local government revenues for major local 
governments are examined relative to: 

w Other local tax revenue 

Intergovernmental revenue 

Local non-tax revenue 

w Future directions 

In the third section, the expenditures of Chicago area major 
local governments are examined in the following areas: 

w The City of Chicago 

w Cook County 

n Education 

. City Colleges 
- Chicago Board of Education 

w Special Districts 

- Metropolitan Water Reclamation District 
- Forest Preserve 
. Chicago Park District 



I I.l: PROPERTY TAX REVENUE 





OKERALL PROPERTY TAX CLIMATE 

Politicians in Illinois, like their counterparts across the country have become 
highly sensitive to the issue of high property taxes. As a result there have been a 
multitude of tax relief measures introduced in the Illinois State Legislature to lessen the 
burden of local property taxes. These measures have included homestead and senior 
citizen exemptions, tax rate limits on many local governments, and a limited property 
tax circuit breaker for low income elderly and for the disabled. In the 1970s Cook 
County oEcially adopted its classification system which sets higher property assessments 
for businesses and the lowest assessments for homeowners. All other counties in Illinois 
assess all types of property at the same percentage of value, 33 1/3 percent. As a result, 
homeowner tax bills have tended to be lower in Cook County than many areas in the 
other five counties surrounding Cook, while business property taxes have tended to be 
two to three times higher in Cook. 

Property tax bills climbed in the burgeoning suburban areas outside Cook County 
throughout the 1980s. Infrastructure had to be built to support new business and 
residential development and, as populations increased, government service needs 
became more. complex and extensive. Both homeowners and business owners 
experienced the effect of this growth. 

In Cook County, the aging infrastructure, growing service needs, an increasingly 
diverse population, the loss of federal revenue sharing dollars, and increased federal and 
state mandates all contributed to steady increases in property taxes. 

Many property tax reforms and relief measures were proposed during the last 
several years. They culminated in the passage of property tax caps in the five suburban 
counties while the prior year assessment was instituted in Cook County.' The tax caps 
became effective with the 1991 fiscal year and prior year assessment became effective 
with the 1992 fiscal year. These particular changes, especially the suburban county tax 
caps, constitute the most significant tax reform legislation instituted in recent decades in 
Illinois. The tax caps are having a major impact -- keeping down property tax growth 
and forcing some very tough programmatic decisions on local governments as they deal 
with this new revenue limitation. 

'The property tax caps limit annual property tax extension growth for all non-home rule governments in 
the five collar counties to five percent or the annual consumer price index growth, whichever is less. Prior 
year assessment actually affects only Cook County non-home rule government units. The 1992 tax levies of 
the non-home rule governments (payable in 1993) are based on 1991 EAV rather than 1992 EAV. This 
eliminates the practice of "balloon levying" by non-home rule governments in Cook County. It only has a 
one-time effect because the growth in taxes made possible by normal annual EAV growth within these taxing 
districts will just be postponed by one year to 1993. 



This section of Chicagoland focuses on 1992 property taxes within Cook County, 
highlighting the major property taxing bodies in the county. It includes information on 
where property taxes go, property assessments, tax bills, and tax increment financing. 
This year there is an added feature, an analysis of the effective overall property tax rates 
in the 21 largest municipalities in the six county region. There is also an analysis of the 
education effective property tax levels for these same municipalities. 

WHERE 1992 PROPERTY TAX DOLLAR WENT 

In 1992, local government units in Cook County raised $6 billion in property 
taxes. This was $390 million more than was raised in 1991 and represents anannual 
increase of 3.9 percent more than inflation. Between 1983 and 1992 inflation growth 
has been approximately 41 percent. Over the same period, property taxes in Cook 
County have increased by almost 54 percent more than inflation. With tax growth 
consistently outpacing inflation growth, it is understandable that taxpayers feel their 
property taxes are too high. 

The following exhibit shows the proportion of your property tax bill that goes to 
each government unit. In Chicago, the largest share of the tax bill goes to public 
schools, at 46.9 percent. The City of Chicago is next, at 23.2 percent. Cook County 
government is a distant third, at 12.4 percent. 

PROPERTY TAX DOLLAR 1992 
IN CHICAGO (collected in 1993) 



In suburban Cook County the public schools are also the highest portion of the 
local tax bill at 55.3 percent, with municipal services2 at 19.0 percent and Cook County 
ranking third at 12.6 percent. 

PROPERTY TAX DOLLAR 1992 
COOK COUNTY SUBURBS (collected in 1993) 

MUNICIPAL S W  19.0% C O W .  COLLEGES 39% 

--7---- 
PUBUC SCHOOLS 55.3% 

In 1992, the Chicago Board of Education and Cook County suburban public schools 
slightly decreased their shares of the property tax pie from 1991 when schools had 
represented 47.5 percent of the total tax dollar in the city and 57.6 percent of the tax 
dollar in the suburbs. However, Cook County Government and suburban municipal 
services both exhibited slight increases over their 1991 portion of the local property tax 
dollar. 

The following exhibit shows the percent change in property tax extensions of 
each of the eight major property taxing districts in Cook County. The largest 
percentage increase in 1992 was for Cook County Government which raised its tax 
extension by 20.6 percent, followed by the Cook County Forest Preserve District at 5 
percent and the Chicago Park District at 4.5 percent. The Chicago School Finance 
Authority actually lowered its property tax extension by 4.9 percent in 1992. 

2To be comparable with the City of Chicago, we have included city, village and town governments, library 
districts, fire protection districts, and township services under the category of municipal services. 

9 



ANNUAL PERCENTAGE CHANGE IN PROPERTY TAX EXTENSIONS 
OF MAJOR COOK COUNTY GOVERNMENTS 

% CHANGE 
GOVT UNIT 1987-88 
Cook County 33.7% 
City of Chicago 20.7% 
Chgo Board of Educ. 13.9% 
Chgo Schl Fin. Auth. -6.1% 
Metro Watr Reci Dist. 12.3% 
Cook Forest Pres Dist 7.1% 
Chicago Park Dist. 3.1% 
Chgo City Colleges 16.6% 
Chgo Cons. Price Indx 3.9% 

% CHANGE 
1988-89 

0.3% 
-0.7% 
8.4% 

-4.8% 
5.0% 
5.8% 

11.8% 
-0.5% 
5.0% 

% CHANGE 

Six of the eight major governments within Cook County: Cook County, the Cook County Forest 
Preserve District, the Chicago Park District, the Metropolitan Water Reclamation District, the City of 
Chicago and the Chicago Board of Education exceeded inflation level increases in 1992. 

ASSESSED VXLUE BY CLASS OF PROPERTY 

Cook County's property assessment classification system results in different classes of property 
bearing various levels of tax burden rather than a uniform tax burden based on each property's 
market value. The following two exhibits show the portion of the total assessable property tax base 
represented by the differenctypes of property. 

1992 PROPERTY TAX ASSESSMENTS 
IN CITY OF CHICAGO BY PROPERTY CLASS 

ENTM RESQ(7 UNmS+) 
1PlP 

12% 



1992 PROPERTY TAX ASSESSMENTS 
IN SUBURBAN COOK BY PROPERTY CLASS 

In 1992, commercial and industrial properties represented over 49 percent of the 
assessed valuation in Chicago and 39.3 percent in suburban Cook County. At the same 
time, these business properties represented only 33.3 percent of the market value of real 
estate in Chicago and 17.5 percent of the market value of suburban Cook County. This 
shift of tax burden onto business properties is increased by the homestead and senior 
citizen exemptions. It exacerbates the problem further by lowering the residential 
portion of the property tax base and shifting more of the tax burden onto businesses 
than the above pie charts would indi~ate.~ 

Residential property assessments (1 to 6 unit residences) are the second largest 
portion of the city's assessable base and are the largest segment in suburban Cook 
County. In 1992, residences represented 35.1 percent of the city's assessment base and 
51.9 percent of suburban Cook County's base. At the same time, residential property 
represented 54.1 percent of the city's real estate market value and 76.6 percent of the 
market value in suburban Cook County. The next section examines the impact of 
classification and its effect on local property tax bills in more depth. 

3The homestead exemption was increased from $3,500 to $4,500 and the senior citizen exemption also 
was increased from $2,000 to $2,500 in Cook County starting with the 1991 assessments. 



CL.A.SSIFICATION AND ITS IMPACT ON PROPERTY TAX BURDENS 

Cook County is unique in Illinois because it is the only county in which property 
taxes are based on different percentages of value depending on the use of the property. 
The other counties in Illinois assess all property at 33 113 percent of value.4 The 
classification system in Cook County gives commercial and industrial property higher 
assessment levels, 38 and 36 percent of value respectively, than in the other Illinois 
counties. However, homes (1 to 6 unit residential property) in Cook County have much 
lower assessments, 16 percent, than in the other counties. 

Cook County historically has had an unusually high state property multiplier.5 
For 1992 assessments, the state multiplier for Cook County was set at 2.0897. The 
other counties in the state tend to have multipliers around 1, indicating that the State 
Department of Revenue analysis found that the assessments in these counties were 
falling at  or close to 33 113 of the county market values. The high multiplier in Cook 
County is due in large part to the classification system. There is simply not enough 
commercial and industrial property (which is legally assessed at  more than 33 113 
percent) in Cook County to offset the amount of property, primarily residential (which 
is legally assessed at much less than 33 113 percent). As a result of classification, total 
assessments in Cook County would not equal 33 113 percent of market value even if 
assessments were perfect and were made annually instead of triennially. 

The following example shows the effect of the high multiplier and the 
classification system on tax bills in Chicago for a home valued by the assessor at 
$100,000 and two business properties each valued at $1,000,000.The home's tax bill was 
$2,749 in 1992. The industrial and commerciaVoffice tax bills for properties with 
assessor full values of $1,000,000 would have tax bills, of $71,475 and $75,446, 
respectively. 

4A major exception to this is farm property which is assessed throughout the state on a different 
determinant of the property's market value. However, farmland is treated consistently in all counties in the 
state. 

'There is an individual state equalization factor calculated for each county that is applied to all the 
assessments in that county in order to equalize the total assessable base to 33 113 of market value in the 
county. 



REGIONAL. EFFECTIVE PROPERTY TAX COMPMSONS 

Comparison of effective tax rates is another important way to analyze tax 
burdens6 Effective tax rates compare market values to the property tax bill for the 
sample properties. It allows us to account for differences in assessment levels, state 
equalizer and local tax rates within the different jurisdictions in the sample. An 
individual shopping for a $100,000 property in different communities can compare the 
actual tax bills for a similarly priced property in each community using effective tax rates 
as a guide. 

bThe effective tax rate used is based on tax bills of typical commercial and industrial properties and homes 
divided by their market values. The market values used are based on the Illinois Department of Revenue 
median 1991 assessment-sale-ratio figures for Chicago and Suburban Cook County in each of these three 
property classes. They are based on the Illinois Department of Revenue prior year property sales (1991) data 
compared to the 1992 assessments (adjusted through the appeals process). The calculation of tax bills includes 
the homestead exemption for residential properties but does not include the senior citizen exemption. 



The following chart shows the overall 1992 effective tax rates for industrial, 
commercial and residential properties in Chicago, and the 20 other municipalities in the 
six county region with over 40,000 residents. This table is sorted by effective home 
property tax rates. 

EFFECTIVE COMPARATIVE PROPERTY TAX RATES FOR HOMES. BUSINESSES IN THE 21 CITIES OVER 40.000 
IN THE CHICAGO REGION. 1992 taxes (paid in 1993) - - - - - - - - - - Overall - - - - - - - - - Nominal Education --- Effective Property Taxrate---- (legal) % of Total 

HOME* For 
3.0560 

1.1849 
districts. 

COMMRL* For 
3.4242 

INDUSTRL' Prop. 
3.4242 / 

faxrate Prop. Tax Bill 



In the above table, the effective tax rate is tha actual property tax bill divided by 
that property's market value. Most of the 21 cities had ranges of property tax rates and 
some where in several counties, so we include a total of 43 observations in this data 
base in order to show the top and bottom property tax rates in these cities. The chart 
which formerly was used in this section comparing effective tax rates in ten Cook 
County suburbs, Chicago, three DuPage County suburbs and three Lake County suburbs 
is now shown in the appendix as Table A.7. The highest effective homeowner tax rate 
was in part of Naperville in DuPage County. This rate would represent an actual 
homeowner tax bill of $3,056 for a home with a market value of $100,000. Chicago is in 
the lower third of the observations with a homeowner effective tax bill of $1,546 while 
the lowest homeowner tax bill would be in part of Skokie at $1,185. The highest tax bill 
for a home with a $100,000 market value in this sample would be over 2 112 times the 
lowest tax bill. 

The Naperville home profiled in the chart has only 40.9 percent of its property 
taxes going to pay for elementary' and high school costs. In Chicago, 46.9 percent of the 
tax bill goes to schools. In the part of Skokie which had the lowest overall home 
effective tax rate, 42.9 percent of the property tax bill gQes to fund schools. The highest 
percentages of the tax bill going to schools are in Downers Grove (73 percent) and in 
part of Wheaton (72.4 percent). The lowest portion of the tax bills going to schools are 
in the Naperville and Skokie areas already discussed (40.9 and 42.9 percent, 
respectively) and in part of Hoffman Estates (44.3 percent). It is also notable that most 
of the higher effective tax rates are in the collar counties and the lower ones tend to be 
in Cook County. 

For commercial and industrial property the Cook County Classification System 
has a dramatic impact on the effective property tax levels. Here all the top effective tax 
rates are the Cook County rates and all the lower ones are in the collar counties. 
Evanston tops the list with a $8,341 effective property tax bill for a $100,000 commercial 
property and Oak Park has the highest bill for a similar priced industrial property at 
$9,013. At the other extreme, the lowest industrial and commercial effective property 
tax bills are in Elmhurst at $1,619. The differential here is quite substantial between 
Cook and the collar counties. The highest effective commercial property tax rate in 
Cook County (Evanston) is over five times that of Elmhurst. The Oak Park industrial 
effective tax level is over 5 112 times that of Elmhurst. When compared to the home 
differential where Naperville is 2 112 times the tax level of the lowest tax level in Skokie, 
one can see the importance of this much more sizable gap among the business 
properties. 

Discrepancies among education legal property tax rates and primary and 
secondary education tax levels have been of intense interest to state legislators, local 
politicians, educators and local taxpayers. The following chart focuses on the effective 
education tax rates for the same 21 communities. In this exhibit, the observations have 
been put in order by the size of their effective education tax rates for homes. 



EFFECTIVE COMPARATIVE EDUCATION PROPERTY TAX RATES FOR HOMES.BUSINESSES IN THE 21 CITIES 
OVER 40.000 IN THE CHICAGO REGION, 1992 taxes (paid in 1993) 

- - - - - - - - - - Education --------- Nominal Education 

cook ~ i :  prbgpect 
Cook Des Plaines 
Du Page Elmhurst 

--Effective 
HOME* 

Property 
COMMRL* 

Tax Rate---- 
INDUSTRL*/ 

Education 
Prop. taxrate 

%of total 
Prop. Tax 

- 
Cook Oak Lawn 0.7731 3.0235 3.3509 4.733 53.2% 
,Cook Chicago (u) 0.7252 2.0239 2.7448 4.457 46.9%1 
Cook Mt. Prospect 0.651 I 2.7535 2.8052 3.806 49.6% 

' The effective propelty taxrate is the actual property taxbill divided by that property's market value. Most of the 21 cities 
had a range of property taxrates and some were in several counties, so there are a total of 43 observations in this data base in order 
to show the top and bottom property tax rates in these cities. (U) denotes Unit School Districts. 



The above chart show that most of the higher education effective tax levels for 
homes are in the collar counties with Oak Park the highest Cook County municipality 
with a $1,301 education property tax bill on a $100,000 home. Part of Downers Grove 
has the highest of all the education effective homeowner tax bills at $1,594 while part of 
Skokie has the lowest homeowner education tax bill at $508. Chicago was sixth lowest 
with a homeowner education tax bill of $725. 

When commercial and industrial effective education property tax rates are 
examined the level of tax burden shifts substantially between the collar counties and 
Cook County. This is similar to the overall effective tax rate table analysis. All of the 
top 22 effective school commercial and industrial tax rates are in the Cook County 
municipalities and all of the remaining 17 lower rates are in the collar county 
municipalities. 

The highest commercial and industrial education, tax bills for $100,000 business 
properties are in Oak Park at $5,087 and $5,638, respectively. The lowest commercial 
and industrial education tax bills are in part of Elmhurst in DuPage County at  $928. 
Chicago has higher effective education tax bills on corn$nercial and industrial than any 
of the collar county communities at $2,024 and $2,745, respectively. 

The highest commercial and industrial effective education tax bills which are in 
Oak Park are respectively 5 112 and 6 times the bills for similarly priced business 
properties in Elmhurst. 



TAX INCREMENT FINANCING 

Tax Increment Financing (TIF) was enacted into law in Illinois in 1977. It is an 
economic development tool which was developed to enable municipalities to target financial 
assistance to encourage economic development or economic revitalization of blighted areas. 
TIF districts can have a significant effect, whether positive or negative, on the overall tax 
base of a municipality. The use of TIF districts has grown steadily in this region since 1986, 
with the addition of about 15 new districts per year in Cook County. 

Number of TIF Districts & TIF EAV lncrement 

Year 

MTIF Districts ~ T I F  Increment $Mil 



The first step of the TIF process is to define the area to be included in the TIF 
district, namely a blighted area or one in danger of be~oming blighted which would not 
likely experience economic growth without assistance from the ?IF generated revenues1. 
The equalized assessed valuation (EAV) within the egtablished boundaries of the TIF 
district is then frozen at a level equal to the EAV at the time the TIF district is established. 
Any subsequent increases in EAV over the life of the TI[F district are then used to pay for 
expenses incurred to create the planned project, usullly the cost to improve related 
infrastructure in the area or to write down some of the developer's cost, such as low cost 
project financing. Once the time limit of the project has expired, the incremental tax 
dollars then revert to the local taxing bodies and the municipality. TIF districts created 
before 1981 can have a life span of 35 years, and those created after 1981 can have a life 
span of only 23 years. 

Business owners and developers may prefer TIF districts to some other property tax- 
related incentives such as tax abatements because TIFs are more efficient than tax 
ab-atement in terms of the benefit received per tax dollar spent. In the case of property tax 
abatements, while property taxes may be lower, bushes4 owners may be faced with higher 
federal taxes because they lose the additional federal d'eductibility of the higher property 
taxes they would have paid. On TDF projects, unlike the property tax abatement projects, 
full property taxes are paid, thus enabling business owners to deduct full property tax costs 
from the federal taxes. While retaining their federal tax deductibility on their full property 
taxes, TIF project owners get the benefit of having the TIF tax increment also covering 
their land costs, their lower cost project financing and/or the cost of city inii-astructure 
needed for the project. 

The total property tax increment dolla~s received by TIF districts in 1992 increased 
to $101 million, a 20 percent increase over 1991. Sevent~en new TIF districts were created 
in 1992, to bring the total number of districts in Coo& County to 124. Overall EAV in 
Cook County TIF districts increased to $1.9 billion, a 21 percent increase over the total 
EAV in these districts in 1991. All of this information js detailed in the appendices at the 
back of this study. 

In 1992, there were two municipalities with less total EAV in the TIF district than 
the amount of their frozen EAV. (This is referred to as a negative increment. There were 
three municipalities with a negative increment in 1991, and eleven such districts in 1989.) 
Between 1'991 and 1992, there were 24 municipalities where the growth in EAV in the TIF 
district was lower than the growth in EAV for the entine municipality. There were twelve 
municipalities where the EAV in TZF districts in 1992 had declined from the level in 1991. 
There were thirteen such districts in 1991. 

In 1989, as part of a financing plan to retain the Sears Merchandise Group in Illinois, which makes up 
the bulk of Sears, Roebuck and Company, the TIF legislation Was altered to permit municipalities with 
certification from the Illinois Department of Commerce and Cowmunity Affairs to create TIF districts in 
areas not necessarily bliglzzed. Under this authorization, the projdct must retain or create at least 2,000 jobs 
and promise at least $100 million in private investment. 



Negative TIF increments, declining TIF EAV and slow TIF EAV growth are all 
indicators of poorly performing TIF districts. The following graph shows the trend of 
districts with negative TIF increment and negative EAV growth rate between 1988-1992. 
The table on the following page provides more detailed information for 1992. 

Number of TIF Districts 
With Negative EAV Growth Rate & TIF Increment 

Year 

Nega. EAV Rate Nega TIF lncremenl 



TAX INCREMENT FINANCING DISTRICTS 
NEGATIVE INDICATORS 

1992 I 

YEAR 
NEGATIVE TIF INCREMENT . ($1 ADDED 
Lynwood (345,119) 1968 
Oak Forest [22;959) 1 967 ' ' 



The next exhibits show the ten municipalities with the largest TIF EAV, the largest 
percent of TIF EAV in the total municipal tax base, the largest tax dollars paid to the TIF 
district, the lowest TIF EAV growth and the highest TIF EAV growth. 

TAX INCREMENT FINANCING DISTRICTS 
TOP TEN TIF STATISTICS (1 992) 

(2) TIF AS A %OF 

13) HIGHEST TOTAL TAX $ (4) LOWEST TIF ANNUAL CHANGE 

(5) HIGHEST TIF ANNUAL CHANGE 

!total EAV of the TIF is 
matched here against the of the municipality's EAV in Cook County. 



'Due to the size of the city, Chicago continued to top the lists with the largest EAV 
in TIF districts ($452 million) and the highest level of tax dollars paid to TIF districts 
($29.8 million). Rosemont, a much smaller municipality in comparison, followed close 
behind Chicago in its use of TIF districts ($357 million in TIF EAV and $18 million in TIF 
increment tax dollars). However, Rosemont ranked first in municipalities with the highest 
percentage of its EAV captured in TIF districts (73%). 

Another change in these top ten statistics from 1991 to 1992 also relates to the first 
list, largest total TIT EAV. Franklin Park was added to this list while Arlington Heights 
dropped from the top ten. Cicero maintained its third position in amount of total EAV. 
Hoffman Estates rose from its 9th position in 1991 to 4th position in 1992. In 1992, 
Flossmoor created its first district which totalled $1 million in EAV, one percent of the 
entire municipal EAV. Chicago added seven new districts in 1992, raising its TIF EAV by 
$66 million for these districts. However, Chicago's TIF EAV still remains at approximately 
two percent of total municipal EAV. 

NEWLY CREATED TIF DISTRICTS (1992) 
# # I N  ADDED 

NEW TIF DISTRICTS WITH HIGHEST GROWTH (1992) 
TIF % % 

OF TOTAL GROWTH # DlST 



,e creation of 17 new TIF districts added approdately $87.4 million in TIF 
district EAV in Cook County. Of the seventeen new districts in Cook County, three are 
identified on the top ten list on the previous page as demonstrating the highest growth in 

I 
district EAV. Franklin Park showed a highest percentage of growh in TIF district 

EAV over 1991. 

While TIF may be very popular with many municipalities, they are by no 
means free from drawbacks. First, terms such as blighted or conserwruon area are looseb , 

defined in the text of the enabling legislation. This has allowed the creation of certain TIF 
districts which do not follow the intent of the legislation. Creating districts where existing 
commercial activity is present or districts in which development would have occurred 
without government intervention is an abuse. On the opposite end of this spectrum are TIF 
districts created in blighted areas without any economic foresight, simply as a low-cost last-,,, 
ditch attempt to promote gr+rixwth in an area which might have seen a different form of 
economic growth had the TIF district not been created. Fine-tuning of the legislation is 
necessary to deter the use of ms in either of these ememe situations, 

I1 

( Another concern is that other taxing bodies with jurisdictions within the TIF district, 
I such as school districts or park districts, lose the higher tax dollars otherwise resulting from 

normal EAV growth. While the municipality granting the TIF is required to serve notice 
to these other taxing bodies of any public hearings regarding the implementation of a TIF 
district in their jurisdiction, tqe affected units have no authority to alter the structure or I 

I +d veto the creation of the d i s t r b  

The TIF system also does not provide for any natural increase in the available TIF 
tax base until the tax allocation bonds have been retired. Taxpayers outside the project area 
indirectly subsidize any increased service needs of the area during this period. 

I 

Although the redevelopment costs are paid for by the increased property taxes 
generated from new revenue source rather than being subsidized by taxes from other areas, 
there is no guarantee that redevelopment policy will always generate the anticipated new 
private investment. If new private investment does not occur or is inadequate, and the tax 

I base does not reach its projected higher level, then the tax increment will not be realized, 
and the self-sufficiency of the project is called into questions. 

On the whole, the TIF districts work only under certain conditions as a development 
tool. Unless limited in its use, tax increment financing can eat up a majority of the growth 
in a community's property tax base and thus will not return the benefits of the program to 
the community as a whole. It& impqrtant that TIF's are not used to replace the full range 
of appropriate economic development tools. Tax increment financing can work if it is used 
selective& as a catalyst to improve areas truly in need of assistance which have no other 
avenues available to achieve economic development. 



I For the eight major governments within Cook County, nbvewe sources other 
than the property tax and intergovernmental revenue hecame *ore significant during 
the 1980s a d the early 1990s. By 1992, local tax revewe and bon-ta,x revenue 
represente 4' almost 39 percent,of total ~evanues, pxayi Sng cl&e to $3.4 billion in actual 
dollars. A t  the same b e ,  pqoperty taxeslprovided $3: 1 1 billi4nhr)while intergovernmental 
revenue fuhished $2.2 billion in actual revenue dolhr$. 

The property tax, remained the major source ,ofl revenvrqt for all local governments 
Tbroughoud the 1980s and continued to dp so for, the r/tart 04 & 1990s. In 1983, 
property & extensions accouatkd for 33 pelcent df 1 rev&m$es. In 1992, property 
tax extensidpJ accounted for to 36 pkrcent of revenyes. In inflation-adjusted 

1983 to 199&, the largest boa4 of all revehes. 
dollars, pro erty tax all loai l  governtrl'e~b incrcalsed over 23 percent from 

I 

I 

tbe blasic buiMing block of lbcal 
soum of revenue for many governmments. 

I i because many citizens con$ld$r it uqfdir. Property tax 
Illinois are about 19 percent above tbd nationla1 Werage and 9 

as a percentage of persoqal incomd This raises questions 

I ,  of property of taxes in the system df )focal revenues, 
particularly with regard to education. 



1983 SOURCES OF REVENUE 
TOTAL FOR COOK COUNTY MAJOR LOCAL GOVTS 

Other Local Tar R a  Local Non-Tm Rw. 

Pmperty Tax ReY 
33.1% 

ntargmrnment Rsu. 
31.9% 

1992 SOURCES OF REVENUE 
TOTAL FOR COOK COUNTY MAJOR LOCAL GOVTS 



I 

Duri$g the 1983-1992 time period, other local tapes and $ma-taur income became 
the most robs t  additional revenue generator for the g hbd. In inf'raqion-adjusted 
dollars, theqe "other" local tax revenues increased over from 1983 to 1992 for 
all local poernments. Mon-tax revenues, such as user fees, incrqased about 32 percent 
over the lsa4m tine pqiod. I 

I 

champ in i4tergovedental reveaue flow$ qsrve tdlcen place during 
study. Federal grants-in-aid, once dotpinant, r m a i n  vital but are 

in respome, are reafipreising program 
governments are becornipg more reliant on oh-source 

revenues.' IF 1983, intergovernmental revenue rep~esedted 31 peroent of totdl revenue 
for the eigh major local govermments. In 1992, that f ipre d&ased to 25 percent. In 
inflation-ad wsted dollars, inteqgovernmental revenqe f r the $i ht major- Caok County f 
local gOvelrtm eats decreased 9 percent from 1983 to 19 2. Thi8 downward trend is likely 
to contidue in the near future. 

% f 
i 

OTHER UOCAL TAX REWNUE 
I 

Loca/l tax revenue encompasses local option iqcwe aqd isales taxes, as well as 
license taxes, franchises fees, severance tax, inventofy tbx andl eat$. Midwestern cities 
had about $ 6  prcent incre;i9h in other ldcal ta~esbetddeen and 1992 aaccrding to 
a recent stqdy by the National League of Cities. income tax 

shared by more of the larger cities 
city size aind per capita largest cities 

surveyed rebeived $252.10 per capita.' In 1992, other local tax nlevenue accounted for 16 
percent of total revenues for the eight major governmebts withip Cook Coumty. During 
the 1980s, ~ t h e r  local tax revenue was the fastest growing sourde othar than property Eax 
for these gcbvernments. However in the late 1980s, lacah non-#ax revenue alao started a 

climb. This climb  occurred because local gbvernmebts wentea to diversify 
& sources. Local nohtax revehue such ak user fe&$ii prdvibtbd the vehicle for 

I 

I 

I I 

I 
I 

Forrer, ohn J., and J m e s  Edwin Kee. "Intergovernmental Revenue$. ~ 1 G o v e p m e n t  Finance,. 
Governmbnt 1 , inance Officers Assoaiation, 1991, p. 153. 

I 
I 

Pagalla;, Michael A. Citv FiscalConditions in.1993. National League of h i e s ,  1993, p 25. 
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OTHER LOCAL TAX REVENUE 1983-1 992 
TOTAL COOK COUNTY MAJOR LOCAL GOVTS 

-ACTUAL $$ +INFLATION ADJUST $$ 

Cook County government alone, experienced a 19 percent increase in other local 
tax revenue from 1983 to 1992 in inflation-adjusted dollars. Even though other local tax 
revenue has increased significantly for Cook County from 1983 to 1992, property tax 
revenues increase at an even higher rate, 83 percent in inflation-adjusted dollars during 
the same time. The County still relies more heavily on property taxes than any other 
revenue source. 



OTHER LOCALTAX REVENU~ I ~ & I Q Q ~  
COOKCOUNTY 1 

4- " ,  

+CURRENT $$ INFLATION ADJPST $$ 1 

I 

The City of Chicago also depends on other local taur revenues. T b s e  revenues 
represented almost 27 percent of total revenues for tpe City ip $992, a slight increase 
from almosd 24 percent in 1982, but a decrease from 2 4 percent in 1987. 1 

I 

overnmental rqv~hye has dealjltled over,ithp past dqcade: as federal aid has 
The proportion of intergov6rnmental revenue tototal rcvehue for the 

within Cook County has d~clilned fro* 33 percebt in 1982 to 
dollars, inttrgovernhdntrl I I revenbe decreased 

of Chicago is at 

22 parcent in 
had to rely, 

I \ I  I 



By 1988, the percentage of intergovernmental revenue received by the city of 
Chicago, decreased to 19 percent. The 1989 state income tax surcharge temporarily 
reversed this trend, because funds were earmarked for revenue sharing with local 
governments. Thus, revenue from higher levels of government increased to nearly 24 
percent in 1990. In 1992, however, intergovernmental revenue fell to 21 percent of total 
corporate revenue. Chicago continues to increase its reliance on the local tax and non- 
tax base. The state began fiscal 1992 with an $765 million deficit from the prior year. In 
an attempt to balance the state budget without tax increases, the portion of the 
surcharge reserved for local governments was diverted from local governments to state 
general fund. As a result, Chicago lost $41 millon dollars in its distributive share of 
income tax revenue. 

INTERGOVERNMENTAL REVENUE 1983-1992 
CITY OF CHICAGO 

-CURRENT $3 -k INFlATlON ADJUST $$ 

LOCAL NON- TAX REVENUE 

Non-tax revenue has replaced other local tax revenue as the fastest growing revenue 
source other than property tax for the eight major local governments. Since the late 1980s, 
local governments have increased their use of this revenue source dramatically. Unlike other 
local governments across the nation, Midwestern local governments have just started utilizing 
fees and charges. While governments in other regions have started to approach the revenue 
ceiling for these fees, the eight major governments within Cook County are still seeing Iarge 



I \ 

increases. In idflation-adjusted dollars, non-tax revenue increase4 pbowt 32 percent from 1983 
to $992. In sohe governments, such as the City of Chicagg, the prbportion of non-tax revenue 
in relation to total revenu~e is larger than that of the pq~perty tax, 

Between 1983 and 1992, Cqok County has increaded its nop;/tqx qevtnule from $266 
million in 1983 i to $475 million in 1992 in actual dollars. The Cook County Health Fund is the 

l 
argest source Of the county's revehues totalling approximately 35 of Cook County 

1 evemue. This an be attributed to the Imple entation ~f \he 
bbtaining Fede ally Qualified He~l th  Center $esignatilbl) for 
bellah care fac 1 ljtiesi and new billing procedures that h&e 

$0.0 I ' I I I I 

1983 1984 1985 1986 1987 1988 1$89 1980 l@l lm 

-AClUAL $$ + INFLATION AIkJI)ST $$ 

The city of Chicago has also increased its relaace on mdn-tax revenue 
significantli from 1983 to 1992. In actual dollars, local non-t#r revenue has increased 

ion in 1983 to $1.25 billion in 1992. Thq propoctiom 04 nom-tax revenue 
e increased from 27 percent in 1983 to 34 per~kdt in 1992. The 1992 
r new fees and increases in existing for selviam provided by the fire 
zoning department and the zoning bonrd of ~ppeals. The user charges 
cover thle co$t of providing the service. 

i 
3 County. 1994 (&& Coul~tv Budget-Anaunl Awpro~riapion Bilk. 1993, Vol. I, pp. 48 & 54. 

3 1 
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FUTURE DIRECTIONS 

As the 1990s progress, the future of intergovernmental revenue as a source for 
the eight major governments within Cook County appears bleak. As shown by the City 
of Chicago example, federal aid to local governments has declined during the past 
decade. 

In addition, many federal programs used by our area local governments are based 
on decennial population figures. These programs include basic support programs such 
as Head Start, Drug and Alcohol Abuse, airport improvements, and Vocational 
Education. As the population in the area drops, so do the funds for these programs. 
Unless the federal government, through Congress, changes the formulas for these 
programs, federal aid will decline more rapidly during the 1990s. 

Local governments in the Cook County area will be faced with many challenges 
during the next decade. It appears a major revenue concern will be how to increase 
existing revenues or find new revenue sources to replace the impending loss of 
intergovernmental revenue. Then the mix of revenue sources will become crucial. As 
government officials look to different sources of revenue, they must also examine the 
volatility of the revenue stream. Historically, the property tax has been a relatively 
stable revenue source. The sales tax, on the other hand, is known to produce double- 
digit growth in good economic times, while forcing government officials to cover deficits 
in economic downturns, thereby showing its cycIicaI nature. Governments which use 
more volatile revenue sources must look to  other sources or mechanisms to control this 
volatility. 





1984 - 1992 EXPENDITURES 
COOK COUNN MAJOR LOCAL GOVTS 

-ACTUAL $$ 4- INFLATION ADJ. $$ 

CITY OF CHICAGO 

In actual dollars, the City of Chicago experienced a 66 percent increase in 
expenditures between 1984 to 1992. When adjusted for inflation, the expenditure increase 
was almost 23 percent. 

The 1992 fiscal year represented a challenge for the City of Chicago in its effort to 
control expenditures. Public safety expenditures accounted for 28 percent of total 
expenditures increasing 43 percent from 1984 to 1992 in actual dollars. In actual dollars 
public safety increased $48 million between 1991 and 1992 because of an increase in 
salaries and staffing.' 

In 1992, general government expenditures rose almost 70 million from 1991. This 
can be attributed in part to increased personnel costs negotiated in the new union 
contracts. Capital project expenditures decreased almost 6 percent during this time period. 
This decrease, in part, resulted Gom the completion of the Harold Washington Libra~y.~ 

City of Chicago. 1992 Comvrehensive Annual Financial Report. 1992, p. 13-14: 

City of Chicago. 1992 Comvrehensive Annual Financial Report. 1992. p. 14. 
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COOK COUNTY 

Health care costs and the demand for criminal justice represent two of the fastest 
growing components of most large government budgets. Cook County is no exception to 
this trend. Two of Cook County's largest responsibilities are public health care and the 
operation of the justice system. This includes Cook County Hospital and the Cook County 
Bureau of Health Services, the Circuit Court of Cook County, and Cook County Jail. 

Public safety and health expenditures constitute over 66 percent of total County 
expenditures. In actual dollars, public safety expenditures rose 87 percent, increasing from 
$290 million in 1984 to $544 million in 1992. Health expenditures increased from $314 
million in 1984 to $518 million in 1992. Overall, Cook County expenditures increased 38 . - 
percent in inflation-adjusted dollars between 1984 and 1992. 

1984 EXPENDITURES 
COOK COUNTY 

Pmtec. PsrsonlPmp. 33.8% 
EnYiron. Control 0 

Govt UgmVSupport 5.1% 

TranspOrtdian 8.5% 

UectiMl I.% n/Human OAI 3.5 

iJess/Collec Tares 2 
Debt Service 739: 

ducation 0.2% 
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1 a82 EXPEMDITUIPIE/S 
COOK COUNTY 

I 

lbe larlwt expend4ture for owd of Education and City 
from 1984 to 1992. For City costs remained fqirly 

and 1g92. Instructlion- a 

of total expendimre, 
At the Board of Education, remaiped 

deczease. Debt servic~ 

I I 
1 I 

I 

in this ratio for the years 1989 and 1990 are due to lgrge in~reases ib the area of debt 
time, thg Board entered into base agreements with the h b ~ c  Building Commission for 

I\nnual Financial Rewrts. 1990, 1 9 L  hnd 1992, p. 17. 



1984 EDUCATION EXPENDITURES 
BD. OF ED. & COMM. COLL. DIST. 508 

1992 EDUCATION EXPENDITURES 
BD. OF ED. & COMM. COLL. DIST. 508 

Debt 
Student Services 5.6% 



I Special service hnotions. 'They include the Metropolitan 
Park Distridt (CPDP, and the Cook County Eo$est 
provide re reatiqpg s#W&es while the MW~(D* 

that require extensive capita 1 investnhnnt. 
I , 1 1  

the MWRD aye capital and bahtenance. Between 1991 
from $173 million to $237 hilliop, &luc to 8. increase in capital 

expenditures have not ik&t place with inflation, From 
1992, thesq expmdi&fes, ih inflation-adjarted dollars, increab~d by ~ n l y  1 pegcent. 

for the FPD have dolkrlo ' 
the largest expendimre for the maintenance, increaped 

ddllaa during &is t h e  the other expenditures 
On the other hand, the CPD increased 43 

in inflatic$adjusted dollhrs from 
of the ark District from a centralized Since 1988, liwt 

a1 parks expenditures have increased 516 percent. 



OUTSIDE INFLUENCE 

A number of factors, such as federal and state mandates, sewage collection and treatment and 
especially rising employee health benefits have contributed to soaring expenditures by the eight major 
governments within Cook County analyzed in this section. As Peterson notes, 

"Medical price inflation, the rising number of catastrophic claims, and increasing outpatient cosu 
are driving health care evpenditures toward unprecedented levels and making health care one of 
the hottest national issues due to rising costs for hospitals, doctors, and  employee^."^ 

Health costs have hit Cook County particularly hard. Not only is the County facing increased health 
insurance costs for its employees, but it is also experiencing rising expenditures from operating Cook 
County Hospital. 

Public safety expenditures are also increasing rapidly. The national drug epidemic has finally 
found its way into the Chicago region. The Chicago Police Department and the Cook County 
Sheriff's Police have become the front line in this war on drugs. Consequently, expenditures for police 
and courts are increasing exponentially. 

Federal and state mandates imposed on local governments often strain the resources of local 
governments. Mandates are the most numerous and costly in the areas of environmental regulation 
and personnel administration. For example, the Illinois General Assembly, in the early 1990s, passed 
legislation requiring local governments to increase their contributions to police and fire pension funds. 
Also, federal courts have mandated local governments to provide a service or face serious 
consequences. In this region, the federal court mandated the County to build additional jails for 
prisoners or face hefty fines. The completion of the first of these jails occurred in 1992. 

Solid waste management has become an important issue for local governments, given society's 
renewed interest in environmental issues. As large numbers of landfills are closing, fewer are opening 
because of increases in construction and operation costs ... and stricter EPA requirements."' In 
addition, sewage collection and treatment costs have soared, more federal mandates and less federal 
money. These factors will continue to pressure local government expenditures. 

'Peterson, Douglas D. Citv Fiscal Conditions-. National League of Cities, 1990, p. 30, 



12, twenty-nine pergent of property tweb ext&dkd ,by the eight major 
within cook ~oqfi#y were med to p$ current liabll#ies of long term 
Colleqtively, major local governments egtqmded $ 9 ~ 2  mi$ion for long term 
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to public emplgyet  ensi ion bonds and, for 
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Cook County property tax extensions for long term obligations increased by 102% 
from 1987 to 1992, faster than any other local government. Most of this increase was due 
to new long term debt issued since 1990 for Cook County Jail reconstruction, along with 
rehabilitation of Provident and Oak Forest Hospitals and rehabilitation of courtrooms. 
Extensions for long term obligations alone rose 153% from 1987 to 1992. The county had 
a 55% increase in property tax extended for pension liabilities over the same period due 
to increases in salaries and employees participating in the pension plan. Other major 
governments within Cook County have had smaller increases in their extensions devoted 
to long term obligations. Chicago's total extension, for example, rose only 5%, due to a 
large reduction in extensions for long term debt. 

The Chicago Board of Education increased its extensions for long term obligations 
by 19%. Most of this increase was due to increased pension contributions while taxes 
dedicated to debt service and lease payments were relatively stable, growing only 3%. 

In 1992, 53.5% of taxes collected by the City of Chicago were for paying for long 
term obligations. MWRD used 46.6% of its extension for covering its long term liabilities. 
With the exception of the Forest Preserve District, the other governments extending taxes 
used (Cook County, Chicago Board of Education, City Colleges and Chicago Park District) 
about 30 percent of their extension for long term obligations. 

16 OF MAJOR GOVERNMENTS' PROPERTY TAXE$ 
For Lcmg-lerm Obligations 





Governments borrow money to meet both short term and long term needs. Short 
term borrowing is primarily used to improve cash flow when bills are due prior to taxes 
being collected to pay for them. Long term debt is generally used to pay for infrastructure 
and other assets which benefit future as well as present taxpayers. 

To meet these basic needs governments use several forms of bonds. General 
obligation bonds are backed by the "full faith and credit" of the local government. The 
collateral for General Obligation bonds is the taxing authority of a local government. 
Property taxes are levied annually to pay the debt service on any General Obligation debt. 

General obligation debt is the least risky to the investor and, therefore, the cheapest 
way for governments to borrow money. For projects which may not be of use to all 
taxpayers, revenue bonds are used. Revenue bonds are guaranteed by the income derived 
from the enterprise. In Chicago, sewer, water, skyway and dock facilities are all financed 
through revenue bonds by local governmenis. Revenue bonds are retired by the income 
from the project that is financed. Sewer and water revenue bonds might be paid off by 
revenues from user fees for these services. If the government defaults on this type of debt, 
there is no legal obligation of property taxes or other revenue streams (like the sales tax, 
for example) to pay off the debt obligation. 

For short term credit needs, normally with maturities of one year or less, 
governments use a variety of short maturity bonds and notes. In some cases this debt is 
guaranteed by the equivalent of the full  faith and credit of the local government, However, 
governments often borrow funds to remedy cash flow problems caused by the slow 
collection of the property taxes and guarantee debt by the pending collection of property 
taxes.' 

TRENDS IN TAX SUPPORTED BONDED DEBT 

Long term tax-supported bonded debt includes the total outstanding principal (no interest) 
of general obligation debt, the principal portion of lease obligations, and in some cases 
construction and equipment tender notes. A11 of these obligations are supported by the 
taxing authority of local governments. 

General Obligation Bonds 

General obligation debt is the most common and represents the largest portion of tax 
supported bonded debt. All local governments use some general obligation debt to finance 
capital needs, however, some governments are restricted in their ability to finance projects 
through general obligation means and revenue bonds or other financing vehicles are used. 

'The span of time between the exteusio~~ and the actual collectio~l of property taxes results from a 
moratorium on property tax collections granted by the State of Illiuois during the Great Depression. This 
time lag, in addition to creating immense confusion for the taxpayer, raises otherwise urlnecessaty borrowing 
costs for governments. Its elimination, though widely sought, has bee11 dusive because of state and local 
government reluctance to assume the short term consequellce of implementatiotl. 



The bond market has generally regarded G.O. bonds as l eb  of s risk than revenue 
bands, resulting in lower interest costs. h i s  is because G.O. 'bonds represent a legal 
obfigation of the government, where the G.O. debt payments are, a legal first lien on the 
resources d the government. Revenue bonds obligation where no 
direct funding source like the pmperty tax hsse is off the debt. However, 
to bdeak the moral.obligatiqn iona revenue bbnd it# more difficult for 
a government to issue future debt. 

I The @eater security for rapayment offered by GO. bond4 44s kesvlted in an historic 
difference im yield from revenue bonds that has been as high qs $40 basis points, though 
Ca difference has been somewhat less dramatic in reoent p& Nonetheless, many 
governments with the aibilityto issue general obligation debt ol k n d  necessary projects 4 
chbqse this source because of the savings in interest costs over1ti/ne.5~ 

I 

Debt servioe inclwdes the principal and interest payment$ qn outstanding notes 
anf lbonds. Because each bond issue has its own rate of or unique payment 
schedule, most analyses focus on the principal when teferring tb he balance outstanding. f Net bonded indebtedness means the outstanding principal on lo?,$ tam,  G.O. debt. 

In actual dollars, net bonded indebtedness for the eight1 ~gest local governments 
has $rown about $1.2 billion fram 1983 to 1992. In 1992, this glHa, 1 th tlr~nd cofitinued and 
net Yonded indebtedness increasjed $444 rpiSiion ovep. the 1991 Iwel to reach an all-time 
high of $4.0 tiillion. The increase over 1991 &as driv6n pirimarily ipy new bond issues from 
Cook County and the City of Chicago. 



NET BONDED INDEBTEDNESS 
CHICAGO MAJOR GOVERNMENTS 1983-1992 

1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 

-ACTUAL $!$ 4- INFLATION AJUST $$ 

Over the last ten years cumulative net bonded indebtedness has remained 
relatively stable; however, 1992 brought a significant increase. Most of this increase was 
due to new capital projects by Cook County ranging from court rehabilitation to jail 
expansion and the rehabilitation of Provident Hospital. 

Chicago Public Schools. One of the more significant changes between 1983 and 1992 
occurred in the total bonded indebtedness of the Chicago Public Schools (Board of 
Education debt and School Finance Authority debt). In 1983, the total debt level 
for the schools stood at $827 million, the majority of which resulted directly from 
the fiscal crisis of 1979-80 and the subsequent financial bailout. By 1992, the total 
debt of the schools had dropped to $490 million, as a large portion of the original 
"bailout" debt had been retired. Additionally, the Board of Education issued no 
bonds between 1983 and 1992, and the School Finance Authority issued only one 
bond to fund new projects in this period, a $320 million G.O. issue (1984, Series E), 
which was used to fund capital projects for the  school^.^ 

3The School Finance Authority did refina~ice existing bonds on several occasions between these years 
which resulted in "new bond issues." But only the 1984, Series E bonds were issued for new projects. 
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1 C w k  Cowtty. 06 the eight governments, Cook: County'$ &are of total indebtedness 
I grew the host, fGom $310 million in 1983 to near$ $1.2q mdilidn in 1992. In 1991, 
1 $4'22 million h hew debt was issued for Ca ital Imprq~ements in maoly county 

1 builldings including: dowhdown county office bu idings, co&ty roprt buildings, Cook 1 
1 County Jail, Juvenile Detention Center, Cobk: Coun& Hogpital and Provident 

Hospital. I t 

I 1 1  

Civ of Chicago. The city's total indebtedness grew froq $459 million in 1983 to 
$1.059 billion in 1992. As the needl for replacement oP thd dty's infrastructure 
continues to grow, the city is likely to find itse'lf adding tlb tlb~is balance in coming 
years. This could be $aniewhat offset by the concurrent Eilnlal retirement of several 
of the1 city;'$ oldek, lexi$t$qg G.O. ban'ids. , 

I I I 

I , , 
r Others. The Chicago Park District and the CityCollegesl eilso Had modest increases 

in their share of total G.O. debt over this ten yaar periodk c ~&$etropolitan Water 
Reclaxhatim District (MWRD) rnain~tained a outstandiing balance 
of long term debt over th4 period whilch increasqd from in 1983 to $836 
rnil1ic)n in 1992. As ths most capital-iltensive within 
Cook County, the MWRD mainly uses its 
Reseivoir Project (TARP) or "Deep Tunnel," a program aimed at 1 controlling flooding in the metropdifnn area. 1992 p a r  the District 

I 

' 

I was able ta borrow $24.5 million from the state1 at 
I 1 1  

Re$eque Bonk& 
I 1 ;  

Local governments also mdke extensive use of revenue bcp to finance major long- 
term capital projdats. Uhlike ~.a) ,  bonds, rmenue bmds depend u$et charges or other 
project-redatcd income streams 'to cover th debt sefvicp costs. These bonds are not 
nwplglly baaked by the fulli ffaith and credi f of the locab goveh&ent Locally, revenue 
borlds have been used to finance the constrbction of projects s~lqh as the Park District's 
dodmtown parking facili~ies, O'Bare Airport facilities, the Chicagb Skyvray and Chicago's 
watq water treatment centers. Each of these projects Was constt&ete~ tvith the proceeds 
frme the sale of revenue bonds which are being retired with incqmpme generated by these 
projem. 

, i  2 I ' I  

I In a pwiod of extensive rdliance on propertybtacces, many1 have found 
arwanue bond$ a conven~iaht vehhle for funding rnzijp,r 

"p$we~ty tax et#en$ions. They alm pravids sdbe 
d#Ido*r turning to voters fdr prim approval, 

aapp$aP of revenue issues will1 probably endure for s~mctti time. 

cmditl of the governmeat unit. 
,imea;ses, andl as the difetsren~e 

i 

' I  I 



As can be seen in the following graph, revenue bonds outstanding for the eight local 
governments increased from $925 million in 1983 to $2.9 billion in 1992. The majority of 
the revenue bond debt outstanding is attributable to the City of Chicago. In 1992, the total 
balance outstanding was about $2.858 billion. $2.318 billion of this balance was related to 
renovations, expansions, and maintenance projects at the city's airports, primarily O'Hare 
International Airport. Bonds for O'Hare are retired by income generated from operating 
agreements with the airlines using the airport and other airport-related revenue. 

EVENUE BONDS OUTSTANDING 1983-1 992 
TOTAL FOR COOK COUNTY MAJOR LOCAL GOVrS 

-ACTUAL $$ it- INFLATION ADJUST $$ 

While revenue bonds are designed so that debt service will be paid by income from 
the specific project or facility, the Chicago Skyway Authority has not generated enough 
income to make required minimum payments on the original bonds issued to construct the 
highway and landmark bridge. Consequently, these bonds have been technically in default 
since 1963, though the Authority has been able to make periodic payments on back interest. 
$10.8 million of the current principal was paid off in November 1991 from bond fund 
reserves, bringing the balance outstanding to $90.2 million. The due date on the bonds is 
January 1, 1995. If the bonds default, then an interest rate penalty of 5% will be charged. 
Under court order tolls were increased to $2.00 per vehicle in order to meet required 
minimum payment levels. 



THE S P E C U  CASE OF PBC 

PBC bonds, although technically revenue bonds, are different from the revenue 
bonds discussed in the previous section. PBC bonds are issued for capital projects of major 
local governments in Cook County and have been used to finance the construction and 
rehabilitation of buildings like court houses, schools, City Colleges facilities, and the Daley 
Center. The PBC itself was created in 1956 as an entity that could finance these facilities 
for Cook County governments without the statutory requirement of voter approval. 

These revenue bonds, however, are more like G.O. bonds since the income stream 
used to pay them comes from master lease agreements set up with the local governments 
for which the facilities are built. By signing this lease, the local government commits 
resources to cover the life of the bonds issued by the PBC. The money to cover the lease 
payments comes from the local government's property taxes. This action is tantamount to 
a pledge of the local government's full faith and credit. Though this is not a G.O. bond 
and is not included in a government's net bonded indebtedness, this debt is still recognized 
in any assessment of the individual government's overall long term debt and the lease itself 
is interpreted by the Supreme Court of Illinois to be present debt of the local government 
for the aggregate of all the rental payments due. 

PBC bonds have been popular among Cook County's major units of local 
government, particularly among those that have state-imposed property tax rate limits on 
their operating and debt service funds. Since PBC leases allow for a separate tax levy to 
maintain and operate the facilities which are covered under PBC leases, financing projects 
through the PBC not only allows a government to finance a project's construction, but also 
removes the cost of maintenance and operation of the facility from the government's 
operating fund over the life of the lease. Thus, spending pressure is removed from the 
operating fund and the illusion of cost control in that fund's property tax levy is created.' 

In recent years, the Public Building Commission's role has changed. Although it 
continues to issue revenue bonds for local governments subject to property tax rate limits. 
Local home rule governments--Chicago and Cook County-have adequate borrowing power 
under state law and statutes to make the PBC largely obsolete for their purposes. In 1992, 
most of the outstanding debt of these bonds was refinanced through general obligation 
lease certificates. These certificates represent a right to the principal and interest payments 
under the lease agreement. Both the Board of Education and the City Colleges utilized 
general obligation lease certificates in 1992. The proceeds of the sale were placed in 
escrow and defeased $265 million in debt underlying the lease between the PBC and the 
Board. City colleges defeased $125 million in debt underlying its lease with the PBC by 
selling general obligation lease certificates. 

To local governments, these changes in the finance structure have meant significant 

m e  operating fund is generally called the "corporate fund" by most governments, and the "education 
fund" by schools and community colleges. 



savings in lease payments by reducing the interest cost of outstanding debt. However, 
changes in finance structure do not change the underlying obligation of long term lease 
payments on the taxing authority of governments. Lease obligations are a significant 
portion of long term debt for rate limited governments. The exhibit below shows PBC 
lease obligations and general obligation debt for major local governments. 

Tax Supported Bonded Debt, Jan. 2,1993 
Chicaao Area Govts. 

GO Debt @# PBC Lease 



The Chicago Board of Education had the largest share of PBC debt of local 
governments in 1992 at  $448.8 million. New leases of $148.9 million in March, 1989 and 
$265.6 million in May, 1990 were issued to construct new school buildings and complete 
needed repairs on existing facilities. No new leases were issued by the Chicago Board of 
Education during 1992. 

OTHER LONG TERM DEBT VEHICLES 

As the outcry for control of property taxes has grown, and as governments have 
become more sophisticated in managing their long term debt, new long term debt vehicles 
have become popular. These new types of debt make traditional analyses of governments' 
long term liabilities more complicated. As discussed earlier, the use of PBC revenue bonds 
provides governments with a means of constructing and maintaining buildings without 
carrying the burden of maintenance costs in their regular operating funds. 

Certificates of Participation and Certificates of Obligation represent other, newer 
debt vehicles growing in popularity among governments around the country. 

Certificates of Obligation (C of 0 s )  are very much like any G.O. bond in that they 
are direct obligations of the issuing government and are payable from property taxes. 
However, the additional pledge of a minimal portion of the underlying project's 
revenues to meet debt service costs in conjunction with the property tax satisfies 
statutes or codes where they are used that permit the issuance of these instruments 
without voter referendum. In this sense, these debt vehicles provide governments 
with a means of financing projects using the property tax without consideration of 
debt limits or voter approval, though they carry the full faith and credit obligation 
of the issuer. C of 0 s  have not yet been issued for any of the major governments 
within Cook County. 

Certqcates of Partic@ation (COPS) also circumvent legal restrictions on debt issuance 
and voter referendum, though they are structurally different from C of 0s. COPS 
are issued to finance projects through lease agreements and, like the PBC leases 
described earlier, are paid from annual budget appropriations. The appropriations 
are generally paid by the property tax though, unlike PBCs, there is not a discrete 
"COP" property tax levy, and, unlike G.O.s, these are not backed by the full faith 
and credit of the government using them. In other words, a default by a 
government on a COP would mean the termination of the lease, though COP 
holders would have rights to the proceeds from the sale of the mortgage on the 
leased facility.' 

The Public Building Commission, with the consent of the City Colleges, authorized 

'Ciccarone, Richard A,, "Understanding the Risks and Rewards of Certificates of Participation," Kemper 
Fixed Income Research, November 21, 1991, p. 1. 



the issuance of a COP to refinance a portion of principal and interest in the Colleges' 
outstanding master lease agreements (1987 Series B, $125.6 million) in November, 1990. 
The issuance of the certificates in no way affects the on-going responsibility of the Colleges 
to meet the lease payments as stipulated in the lease agreement and, accordingly, the 
principal outstanding on the lease is still considered part of the Colleges' outstanding long 
term debt. However, because the Public Building Commission no longer holds the debt, 
the balance is no longer included in the PBC's debt obligations. 

In 1991, the City of Chicago issued its first COP in July of 1991 for $24.7 million to 
finance a new automotive repair yard for city vehicles. The COPS are payable over twenty 
years and are counted by the City as part of its long-term debt obligation. 

OVERLAPPING DEBT 

Overlapping debt measures the portion of total outstanding general obligation, long 
term debt of the major government units supported by the property tax base within the City 
of Chicago. This measure, relied on by most bond rating agencies, provides an important 
piece of the overall fiscal picture of local government. 

IVERLAPPING DEBT WITHIN CHICAGO 199: 
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In 1992, overlapping debt for Chicago totalled $4.7 billion, increasing 14.7 percent 
from 1991. This amount represented 13 percent of the equalized assessed value (EAV) 
within the city. Dividing by population, this figure represented a debt burden of $1266.26 
per capita in 1992, $85.08 higher than the per capita figure in 1991. 

The City of Chicago and the Chicago Public Schools (Board of Education and the 
Chicago School Finance Authority) constituted the largest share of the city's overlapping 
debt in 1992 at  30.6 percent and 26.8 percent, respectively. The County of Cook's 
proportionate debt in Chicago rose to 16.3% of the total debt supported by the property 
tax. The City Colleges, the Chicago Park District and the MWRD each accounted for 
approximately 10 percent of 1992 overlapping debt. 

A NATIONAL PERSPECTIVE ON DEBT 

In assessing the local governments' long term debt picture, it is helpful to consider 
the use of debt by other major urban centers around the country. There are several ways 
to measure and compare debt burden. As already noted in this section, study of total 
bonded indebtedness is a straight-forward means to compare different jurisdictions' debt 
levels. However, in making comparisons with other areas, it is important to consider other 
measures such as local employment, per capita income, housing stock, building activity, and 
other growth trends, as well. 

More sophisticated analyses might include the ratio of outstanding debt to household 
and business income, the ratios of outstanding debt to market value of taxable property, 
unused debt margins, and histories of voter referenda for tax increases and bond issues6 
For this analysis, total per capita overlapping debt is used to compare the nation's five most 
populated cities and counties. This straightforward measure helps adjust for shifts in 
population growth and accounts for all of the government debt that is borne by taxpayers 
in the city or county. 

A host of factors influenced each individual jurisdiction's debt levels or burdens, 
though expanding costs for correctional services, health care delivery, and infrastructure 
placement and repair are common denominators driving many of the high per capita debt 
ratios within major metropolitan areas. The following graph compares the most recent per 
capita overlapping debt figures for the nation's five most populated cities (June, 1993), 
along with figures from the previous two years. 

'Checklist of Indicators of Fiscal Health, Management Policies in Local Government Finance, published 
by International City Management Association, 1987. 



'ER CAPITA DEBT BURDENS FOR CITIES 
Source: Moody's Investors Serivce 
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1 Per capita overlapping debt for Chicago continues to rank fourth among the five 
largest cities. In coming years, the city's overall infrastructure needs, the county's 
health and correctional facility requirements, and the MWRD TARP project, 
combined with a constant or perhaps declining population, are likely to continue to 
push the overlapping debt per capita in Chicago much higher. 

1 Los Angeles has the lowest overlapping debt per capita of the five cities a t  $1098, 
a 24% increase over 1991. 

New York City has had the highest per capita overlapping debt of these cities in 
recent years, standing now at $3523. Still far ahead of its peers, New York's debt 
burden increased 16 percent from 1991 levels. A history of fiscal troubles has 
resulted in use of long term debt financing as a means of correcting past fiscal 
imbalances. 

Houston and Philadelphia each experienced significant decline in overlapping per 
capita debt from 1992 to 1993. 



Both Houston and Philadelphia had significant increases in overlapping debt last 
year. For Houston, much of this growth may be due to the replacement of water and sewer 
facilities t o  meet EPA mandates. Philadelphia's persistent fiscal crisis has led to the 
creation of the Pennsylvania Intergovernmental Cooperation Authority and a subsequent 
$250 million bond issue to help pay the city's past-due bills. This may be not be the end 
of the growth in Philadelphia's debt, though, as infrastructure needs and budget imbalances 
may result in more debt financing over the short term. 

The five most populated counties shown below experienced and continue to be 
pressured by many of the same demands placed on cities. The need for more jail cells, 
courtroom facilities, expanded health care facilities for the indigent and medically under- 
served, and infrastructure replacement have increased most of these counties' per capita 
debt burden. The overall debt per capita figures shown include the percent of debt let by 
each of the government entities within the counties applicable to that portion of the 
governments' equalized assessed valuation lying within the counties. 

'ER CAPITA DEBT BURDENS FOR COUNTIES 
Source: Mood& Investors SeWce 



San Diego, Los Angeles, and Cook Counties each experienced large annual increases 
in 1993 overall debt per capita at 9.2, 8.9 and 15.9 percent, respectively. Orange County, 
California experienced a 2.0 percent decline while Harris County, Texas actually 
experienced a reduction in overall debt per capita in the last year. However, Harris has the 
highest per capita debt burden of all five counties, at $2,230. 

It is interesting to note that two different growth patterns in population seem to be 
producing similar results for the California counties and for Cook County. The former 
have experienced tremendous population growth over the last few years, bringing demands 
for new infrastructure and facilities to these county governments. On the other hand, Cook 
County has experienced only slight growth, but aging infrastructure and expanding social 
problems have persisted, leading to increased debt financing by governments within the 
county. It is likely that the growth in Cook County's debt per capita will continue for a t  
least the next few years for the reasons already described. It will be interesting to follow 
whether this growth occurs for the other counties and for similar or different reasons. 



11.2: PUBLIC PENSION LIABILITY 



As local governments continue to struggle with annual budgetary shortfalls whether 
local governments will be able to meet their long term pension obligations without 
increasing the burden on taxpayers is an issue of concern. In the case of the nine major 
public pension funds in the Chicago area, the assets and obligations of these funds are 
quite large. These funds covered 122,250 active employees and 58,183 beneficiaries in 
1992. Together, these funds invested and managed over $13 billion in assets and had over 
$17 billion in liabilities. As with many public pension funds, the local governments are 
obligated to meet any liabilities which the funds have to their beneficiaries. Since all of the 
funds examined here are supported in some part by the real property tax, if these funds 
cannot meet their liability costs, then local taxpayers will likely have to bear the costs of 
keeping these funds solvent. 

The City of Chicago enrolls its employees in four different pension systems: the 
Laborers' and Retirement Board Employees' Annuity and Benefit Fund; the Firemen's 
Annuity and Benefit Fund; the Municipal Employees' Annuity and Benefit Fund; and the 
Policemen's Annuity and Benefit Fund. Cook County, the Chicago Park District, the 
Forest Preserve District, and the Metropolitan Water Reclamation District (MWRD) each 
have their own pension systems. The Chicago Board of Education enrolls teachers in the 
Public School Teachers' Pension and Retirement Fund of Chicago. All other employees 
of the Board of Education are enrolled in the City of Chicago's Municipal Employees' 
Annuity and Benefit Fund.' 

FUNDING REQUIREMENTS 

One problem that some of these funds continue to have is that the assets of these 
funds are not keeping pace with the benefits being accrued by annuitants. This problem 
can be understood better by breaking the pension funds down into their five primary 
funding and liability components. On the funding side, pensions receive their assets from 
three sources: 1) employer contributions; 2) employee contributions; and 3) investment 
income. In the case of public pension funds, the employer contribution is most often paid 
with property tax revenue. Pension funds primarily make expenditure payments to cover 
benefit and adminstrative costs. Included in benefit payments are disability payments and 
refunds to employees who have left before becoming fully vested. Administrative expenses 
include the cost of paying for investment managers. Each of these components plays a 
major role in determining the health and growth potential of a public pension fund. 

Pension experts agree that the method of funding a public pension fund should 
prevent growth of the unfunded liabilily, or that portion of future projected costs and 
interest not currently covered by assets. This is called the normal cost plus interest method 
and it is the minimum funding target local pension funds should meet. Paying the interest 

-- - 

' Two other major funds cover a number of local public employees but are not supported by property 
taxes and are not included in this analysis. They are the Chicago Transit Authority Employees' Pension Plan 
and State University Employees' Pension Fund (some City College Employees are enrolled in this fund). 



on the unfunded liability stabilizes it, and paying the "normal cost" covers the accruing costs 
of the fund as employees earn benefits through working. Other methods of funding 
generally seek to  systematically amortize the unfunded liability over a period of time. The 
State of Illinois' five pension systems are supposed to amortize their unfunded liability over 
40years as a levelpercentage ofpayroll, determined under the projected unit credit actuarial 
cost method.' At the present time, the prospect that some of these funds will be able to 
meet that goal without major changes in either future benefits or revenues is in doubt. 

The following graph shows the funded ratios for each of the nine public pension 
funds for each year from 1987 to 1992. 

COMPARISON OF FUNDING LEVELS 

Though forty year amortization of the accrued liability of the five state funds has been mandated by 
state statute since 1989, the state has, in fact, never fully met its annual obligation for this plan. 



The funds grouped toward the right of chart have had higher funded ratios over the 
period than have those toward the left. In 1992, the MWRD, Cook County, and the Forest 
Preserve funds had lower funded ratios. The Fire, Police, Municipal, Teachers', Park, and 
Laborers funds realized moderate increases in their funded ratios. Some funds experienced 
a decrease in their funded ratios in part due to an increase in beneficiary benefits. In the 
case of the MWRD, changes in State legislation increased the extra years of service 
employees are allowed to purchase from 10 to 15 years. In addition, the MWRD also 
increased benefits to surviving spouses of vested employees and provided for a minimum 
benefit for surviving spouses of non-vested employees. This increase in benefits was 
partially responsible for the fund's 7.5% decrease in its funded ratio. 

The aggregate funded ratio of the nine funds increased to 74.3 percent in 1992 from 
73.2 percent in 1991 (see Appendix E.3). Although the Forest Preserve Employees' funded 
ratio decreased over 5% in 1992, it still maintains a ratio of over 100% as does the 
Laborers' Pension Fund. Both the Fire and Policemens' pension funds are below 60% in 
their funded ratios at 47.1% and 55.3%, respectively. The low ratios of these two funds are 
a continuing concern, requiring improvement. 

SOLVENCY TEST 

Another good measure of the adequacy of pension funding often used by pension 
fund analysts is known as a solvency test, or the quick liability ratio. This is really a test of 
whether a pension fund's current assets would be sufficient to cover the continued pension 
benefits of current retirees and refund all contributions into the fund made by current 
employees if the pension plan were liquidated. The difference between the funded ratio 
and the quick liability ratio is that the latter assumes the pension fund would have no 
obligation to pay any future retirement benefits to current employees. 

The quick liability ratio is obtained by dividing the total assets by the sum of all 
benefits owed to current retirees and the total contributions made by all employees. A 
quick liability ratio of 100 percent is often considered the minimum level of funding that 
should be attained by public pension systems since it would cover all current obligations of 
a pension fund in the event of termination. However, it is not necessarily an indication of 
adequate funding since it neither considers nor provides for the substantial accrual of 
liability for current employees' future retirement benefits in excess of their own 
contributions. 

The following graph compares the quick liability ratios of the nine local funds (Also, 
see Appendix E.l). 



QUICK LIABILITY RATIO 
FY 1992 

QUCK UABLN RATlO 

The Chicago Policemen's and Firemen's Funds are the only local pension systems 
that had quick liability ratios below the 100 percent minimum target in 1992. The 
termination of either of these pension plans is extremely unlikely. However, their relatively 
weak quick liability ratios raise concerns that they need to begin improving their funding 
base. 

There are three primary sources of revenue for meeting the funding requirements 
of public pension funds: 

1. The Employee's Share is the amount contributed by or on behalf of the employee. 
It is deducted from the employee's paycheck. The amount is determined by a rate 
of salary as specified by statute. In some cases (e.g. the Chicago Board of 
Education) the employer "picks up" a portion of the employee's share, thus bearing 
more of the funding responsibility. 



2. The Employer's Share is the amount contributed by the employer. The employer's 
share is usually calculated by multiplying the employee's share from two years prior 
to the current year by a constant multiplier that is set for each fund by the State 
Legislature. 

3. Investment Income is the third major source of revenue. In recent years, income 
earned on the invested assets of local public pension funds has become the largest 
of the three sources. It remains the most volatile and difficult revenue source to 
forecast. 

The next graph shows pension revenue by source for 1983 through 1992. 

PENSION INCOME BY SOURCE 
NINE CHICAGO AREA PENSION PLANS 1983-92 
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Total revenues for the nine local public pension systems grew slightly, by $68.7 
million, from $1.794 billion in 1991 to $1.859 billion in 1992. Much of this increase can be 
attributed to strong investment returns. However, it is important to remember that this 
source of revenue is sensitive to rapid changes in the economy and to cyclical market 
conditions. This makes investment returns difficult to forecast and unreliable as a steady, 
growing source of revenue. 

INVESTMENT INCOME PERFORMANCE 

Investment income is money earned on the assets of the pension fund, including 
investments in such vehicles as stocks, bonds, real estate, mortgages, and venture capital. 
The Illinois Legislature has imposed some restrictions on the investments of the public 
pension funds in Illinois. But the funds still have considerable discretion in determining 
the kinds of investments they can make.3 

3 State law restricts the investment policies of the local funds. These restrictions vary by fund. For 
example, the Public School Teachers' Pension Fund must follow the Prudent Man Rule. It must limit its 
investment in stocks or convertible debt to 40 percent or less of the aggregate book value of all of the fund's 
investments. Another 10 percent of the assets of the fund can be invested at the fund's discretion (making 
the maximum for stocks and convertibles 50 percent). 



The following bar graph compares the performance of the nine public funds' 
aggregate yield to the yields of other similar institutions and indices from 1987 to 1992. 

COMPARISON OF INCOME YIELDS 

( 9 PENSIONS @US. LIFE INS. -1 
30 YEAR TREASURY COMPOSITE BOND INDX 

m6 MONTH CD MEAN ACT. ASMPTN 

The nine funds achieved an aggregate yield4 of 8.7 percent in 1992. This figure represents 
the total of investment income earned by all funds divided by these funds' total combined 
assets. The Chicago Teachers' Pension Fund had the lowest yield for the second year in 
a row a t  7.9 percent. The two leading funds, in terms of returns on investment, were the 
Chicago Policemens' (10.6 percent) and MWRD (10.4 percent). 

The nine pension funds' combined yield for 1992 outperformed the yields of the 
other indices shown. Long term interest rates declined in 1992, as evidenced by the decline 
in 30 Year Treasury Bonds from 8.14 percent to 7.67 percent. The growth in equity 
markets that occurred in 1991 slowed in 1992. The S&P 500 Index gained only 7.62 percent. 
Since pension funds invest a considerable portion of their assets in stocks, this may explain 
part of the decline in the aggregate yield of the nine pension funds. 

The yield represents capital gains and losses on the sale of investments, dividends, interest, and other 
investment-related distributions made during the fiscal year for the pension fund. The yield does not account 
for increases or decreases in the value of investments that have not yet been sold. 
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The degree to which investment income for the fiscal year exceeds actuarial assumed 
rates of return for the year helps to reduce a pension system's unfunded liability. Actuarial 
yield expectations were 8.0 percent for each of the nine funds in 1992. The 8.6 percent 
actual aggregated yield results of these funds exceeded the expectations of the actuaries, 
thus contributing to the reduction of the combined unfunded liability. 

EXPENDITURES 

Pension fund disbursements include pension benefits, refund payments, death 
benefits (often categorized with regular benefits), health insurance refunds and 
administrative expenses. The following pie charts and Appendix E.2 show the breakdown 
of these expenditures for the nine local public pension funds. 

COMPARISON OF EXPENDITURES 
1992 

~ e f u n d s  Benefits Admin. Expenses I 



There is a wide range in the proportions of total expenditures represented by each 
of the three major expense categories shown. Refunds, for example, range from a high of 
16.7 percent of total expenses for Cook County Employees' Pension Fund, to a low of 1.5 
percent for the Firemen's Fund. A high ratio of refunds to total expenses generally 
indicates a high degree of employee turnover. In other words, employment terminates 
before the employee is eligible for a full pension and thus gets a refund of his or her own 
contributions made to the fund. 

Administrative expense as a percent of the total expenditures also varies widely 
between funds. The Teachers' fund and the MWRD had the highest administrative 
expense percentages a t  10.0 percent and 9.1 percent, respectively. It is important to note 
that for some systems, commissions on investments are included in the administrative 
expense category, while other systems include these fees in the purchase cost or sale 
proceeds of investments. It is difficult to determine which funds fully account for 
investment commissions as administrative expenses since existing accounting principles do 
not mandate this. Obviously, those systems that do not account for all commissions and 
costs of investments as administrative expenses account for them by debiting investment 
income and the value of the asset base. 

The greatest outflow for the pension systems is the payment of benefits to 
annuitants. The amount of annuities and benefits paid varies from fund to fund based on 
the type of plan that has been established in the Illinois Statutes. Benefits per individual 
member can vary dramatically, depending on such considerations as the type of occupation 
covered, the average salary levels of employees, age of eligibility for full retirement, and 
level of health care benefits provided to members. 

THE BENEHTS ISSUE 

As some pension funds struggle to secure sufficient assets to meet their obligations, 
one issue that has come under close scrutiny is the benefits being awarded to annuitants. 
Part of the reason for this concern is that once an annuitant accrues a benefit, the pension 
fund is required to meet that obligation and cannot reduce it. Therefore, any proposals, 
such as early retirement, which can dramatically increase an employee's future benefits 
must be closely evaluated so as not to dramatically increase a fund's future liabilities. 
Incentives given in early retirement packages will most liekly increase a funds' obligations 
decreasing its funded ratio. 

In the 1991 and 1992 State legislative sessions, early retirement incentive packages 
were approved affecting the Laborers', Municipal, Forest Preserve, Cook County, and the 
Teachers' pension funds. Included in these packages were inducements such as a reduction 
in retirement age requirements from 60 to 55 years of age and provisions for annuitants to 
purchase additional years of service. According to the Illinois Economic and Fiscal 
Commission, approximately half (49%) of the 3,500 eligible employees working for the 



Cook County government accepted early retirement.' Given that the window of 
opportunity for employees who participate in the Municipal and Laborers' funds was 
between December 31, 1992 and June, 30, 1993, the effect of early retirement on the 
unfunded liabilities of these funds is not yet known. The early retirement proposal for the 
Teachers' fund has windows of opportunity scheduled for time periods in 1993 and 1994. 

In addition to the benefits awarded annuitants as a result of early retirement, the 
cost of providing health care coverage for beneficiaries greatly increased for six of the local 
pension funds. 

Health Care Insurance Costs for Local Pension Funds: 1988-1992 ($1,000~) 

Cook County - - $2,675 $2,973 $3,295 $8,943 
Forest Pres. - - $141 $157 $115 $413 
Laborers' $310 $435 $1,785 $1,191 $1,218 $4,939 
Municipal $1,331 $4,090 $3,772 $3,944 $4,033 $17,170 
Firemens' $843 $1,726 $1,102 $1,885 $1,339 $6,895 
Policemens' $2,086 $2,398 $4,262 $4,421 $3,409 $16,576 
Teachers' $2,620 $6,858 $7,815 $8,141 $12,928 $38,362 

Total $7,190 $15,507 $21,552 $22,712 $26,337 $93,298 
% Change - 115.7% 39.0% 5.4% 16.0% 266.3% 

Between 1988 and 1992, the cost of health insurance for all beneficiaries and their spouses 
increased 266%. Benefits offered to annuitants range from payment for 50% of the cost of 
premiums to a supplementary allocation of $75 a month to  pay premiums. In total, over $93 
million was spent by the six pension funds to provide health insurance for their annuitants between 
1988 and 1992. As health care insurance costs continue to rise, pension funds may wish to 
reconsider the types of health benefits provided to annuitants and the plans in which their 
beneficiaries are enrolled. 

The Illinois Economic & Fiscal Commission, The Financial Condition of the Illinois Public 
Retirement Svstem, February 1994. 
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APPENDICES 

TABLE A.l: CHICAGO AREA GOVERNMENTS--TAX WTES AND PERCENTAGE OF CITY TAX DOLLAR BY GOVERNMENT UNIT 
1983-1992 (PER $100 EOUALIZED ASSESSED VALUE) 

TAX YEAR: 
UNV OF GOVERNMENT 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 

CllY OF CHICAGO 
% OF TOTAL 

BOARD OF EDUCATION 
% OF TOTAL 

SCHOOL FINANCE AUTH 
% OF TOTAL 

CITY COLLEGES 8 5 0 8  
% OF TOTAL 

PARK DISTRICT 
% OF TOTAL 

COOK COUNN 
% OF TOTAL 

METRO WATER RECLM Dl  
% OF TOTAL 

FOREST PRESERVE 
% OF TOTAL 

NOTES: Not shown are the Special Service Area tax rates within the City of Chicago, nor the consolidated elections 
tax rate which is only applicable to the suburban townships in Cook County. The School Finance 
Authority was created in 1980 due to a Board of Education financial crisis and is considered 
together with the Board of Education tax levy. SOURCE: Cook County Clerk 

TABLE A.2: TMAL PROPERTY TAXES BILLED AND UNCOLLECTED IN COOK COUNTY 
TAX YEARS 1983 - 1992. AS OF lCIl93 (S000.S) 

(1) 121 
TOTAL TOTAL TOTAL TOTAL % OF 

PROPERTY PROPERTY REFUNDS PROPERTY PROPERTY 
TAX TAX TAX AND TAX TAX . , 
YEAR EXTENSION COLLECTED RESERVES UNCOLLECTED UNCOLLECTED 
1983 3885,927 3.060.451 44.964 25.476 0.8% 

~ . -. . . . . - . - . - . - - . ...... ~ ~~ .~ 
1992 6.058.901 5.906.430 16,795 152.471 2.5% 
TOTAL . i l  '. 543.778.066 ' . $43,318,626 S 422.963 $459.440 1.0% 

SOURCE: Office of the Treasurer. Ceok County 
NOTES: 
( I )  Total Property Tax Extension includes railroad and tax increment firnancing levier. 
(2) Uncollected i s  the difference between property tax extended and oollected 



TABLE A.3: PERCENTAGE OF PROPERTY TAX COLLECTED BY CHICAGO MAJOR GOVERNMENTS (1) 
TAX YEARS 1985 - 1992. AS OF 1/3/93 

CHICAGO AREA TAX YEAR TAX YEAR TAX YEAR TAX YEAR TAX YEAR TAX YEAR TAX YEAR TAX YEAR TAX YEAR TAX YEAR 
1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 

99.2% 99.4% 100.0% 98.3% 98.8% 98.0% 98.4% 97.9% 94.3% 95.9% 
99.2% 99.4% 100.0% 98.3% 98.8% 98.0% 98.4% 97.9% 97.7% 95.9% 

99.2% 99.4% 100.0% 98.3% 98.8% 98.0% 98.4% 98.0% 97.7% 96.0% 
98.1% 98.2% 99.9% 97.3% 98.3% 97.1% 98.1% 98.1% 97.6% 95.6% 

98.1% 101.7% 99.4% 98.9% 105.7% 97.8% 97.4% 92.8% 95.3% 94.2% 
98.1% 98.2% 99.9% 97.3% 98.3% 97.1% 98.1% 97.8% 97.6% 95.6% 
98.1% 98.2% 99.9% 97.3% 98.3% 97.1% 98.1% 97.8% 97.6% 95.6% 

98.1% 98.2% 99.9% 97.3% 98.3% 97.1% 98.1% 97.8% 97.6% 95.6% 

98.1% 98.2% 99.9% 97.3% 98.3% 97.1% 98.1% 97.8% 97.6% 95.6% 
98.5% 99.0% 99.9% 97.8% 99.3% 97.5% 98.1% 97.3% 97.0% 95.5% 

SOURCE: Office of the Treasurer, Cook County 
(1) Gross collections, not including refunds. 



TABLE A.4: SUMMARY OF 1992 REAL ESTATE ASSESSED VALUES IN CITY OF CHICAGO AND SUBURBAN COOK COUNW BY CLASS OF PROPERTY 
($OOo'S) 

CLASS 

LEGAL 
%OFMRKT ------ CHICAGO------- 

VALUE 1992 ASSESSED % OF 
ASSESSED VALUATION TOTAL 

I- -VACANT LAND 
R- -RESIDENTWL 
Ill- -RENTAL RESID(7 UNITS+) 
IV- -NOT FOR PROFITS 
VA- -COMMERCIAL(EXCEPT BELOW 
VB- -INDUSTRIAL(EXCEPT BELOW) ' 
VIA-INDUSTRIAL WlTH REDEVELOPMT 

TAX INCENTIVE 
VIB- -INDUSTRIAL (IN ENTERPRISE ZONE) OR 

MANUFACTR WlTH REDEVL TAX INCENTNE 
VII-  -COMMERCIALTAX INCENTNE 

IN SPECIAL AREAS 
ViII--ADDED VALUE DEVELPMT INCENTIVE 

COMMIINDUST IN BLIGHTED AREAS 
IX-  -APTS WlTH INCENTIVE FOR REHAB FOR 

9 LOWIMODERATE INCOME HOUSEHOLDS(4) 
0 FARM HOMESITEIDWELLINGSIBLDGS 

OTHER FARM LAND(1) 
RAILROAD(2) 

--- SUBURBAN COOK- - - 
$992 ASSESSED % OF 

VALUATION TOTAL 

---TOTAL COOK COUNTY- - 
1992 ASSESSED % OF 

VALUATION TOTAL 

. . ~ ~ .~ - 

.................................................................................................................. 

TOTAL REAL ESTATE $14.447.889 43.1% $19,064,930 56.9% $33.512.819 

TOTAL PARCELS(3) 672.593 870.722 1,543.315 

1. Other farm land is assessed by a special farmland formula and does not conform to the regular classification system in Cook County. 
2. Thk is the portion of railroad EAV assessed by the county. There is a much smaller portion whkh is assessed by the state. The locally assessed railroad property varies in 

the percentage it is assessed at depending on the zoning of the property (whether n is commercial.residantial. etc.) 
3. Does not inolude exemDt ~arcels. 
4. Class IX is a new class khkh is to be used to encourage rehab of multi-family apartment bldgs for lowlmoderste income households. Qualifying properties will be 

assessed at 16% rather than the normal 33% of value that larger apartment bldgs are normally asssed a t  
NOTE: Commercial and lnduslrial property which fits special quiificaliins for economic devebpment can get tax abatements. If a pfoperty qualifies, it would be in class VI. 

VII or Vlll and would be assessed at lower than the normal industrial 36% or commercial 38% for aspecitied number of years. 
SOURCE: Cook County Assessor 



TABLE AS: CHICAGO AND COOK COUNTY EQUALIZED ASSESSED VALUATIONS AND ESTIMATED FULL VALUE 
TAX YEARS 1983 - 1992 ($000'5) 

EAV EAV (1 1 EQUALIZED 
WITHIN WITHIN TOTAL ANNUAL ESTIMATED ANNUAL ASSESSMNT 

TAX YEAR COOK DUPAGE EAV %CHANGE FULL VALUE %CHANGE RATIO 

TAXYEAR 
- - - - - - - 
1963 
1984 
1985 
1966 
1987 
1988 
1989 
1990 

ANNUAL 
EAV %CHANGE 

. - - - - - - - - - - - . - - - - - - - - - 
$19,023,257 -0.1% 
$19,585,166 3.0% 
$20.885.276 6.6% 
$23,100.413 10.6% 
$23398.402 3.5% 
824,717,933 3.4% 
$28.395.263 14.9% 
$32.068.760 12.9% 

--SUBURBS --------- 
( I )  

ESTIMATED ANNUAL 
FULL VALUE %CHANGE 
- - - - - - - - - - - - - - - - - - - - . 

$69,285,729 2.2% 
$72,555,085 4.7% 
$73,438,465 1.2% 
$79,726,571 8.6% 
$86.417.693 8.4% 
$91.907.383 6.4% 

$1 02.268.326 11.3% 
$1 12,426,163 9.9% 

---------- 
EQUALIZED 

ASSESSMNT 
RATIO ------------ 

27.4% 
27.0% 
28.4% 
28.9% 
27.6% 
26.9% 
26.9% 
28.5% 

TAX YEAR 
- - - - - - - 
1983 
1964 
1985 
1986 
1987 
1988 
1989 
1990 

-------------- 

TOTAL ANNUAL 
EAV %CHANGE 

. - - - - - - - - - - - . - - - - - - - - - 
$33,625,536 1.3% 
$34,766.431 3.4% 
$36,489,386 5.0% 
$39.384.823 7.9% 
942,892,038 8.9% 
$46.41 1.749 8.2% 
$50,106530 8.0% 
$55,172.867 10.1% 

- COOK COUNTY TOTALS - 
(1) 
ESTIMATED ANNUAL 
FULL VALUE %CHANGE 

- - - - - - - - - - - - - - - - - - - - 
$1 16.755923 2.0% 
$122.016.133 4.5% 
$124,631,745 2.1% 
$137.763.359 10.5% 
$146344.368 5.4% 
$158,939,274 8.5% 
$171.093.751 7.6% 
$194,820,660 13.9% 

EQUALIZED STATE 
ASSESSMNT MULTIPLR 

RATIO FOR EAV 

28.7% 1.9122 
28.3% 1.8446 
28.4% 1.8085 
28.4% 1.6466 
29.1% 1.8916 
29.0% 1.9266 
29.0% 1.9133 
28.3% 1.9946 

NOTE: 
Full value calculations are based partly on assessment sales ratio data supplied by the Illinois 
Deparlment of Revenue and on data supplied by the Cook County Assessor. 
The assessmentlsaies ratio calculation used here is the sales data of the year prior 
the assessment year compared to the EAV. 

(1) Full value figures do not include Railroad or DuPage County full value. In 1992, the DuPage 
full value was approximately $7,639,400. 



WITHIN OUTSIDE TOTAL 
CHICAGO CHICAGO EXTENDED ---- 

$t73,412 5218.t92 U81.601 
$19.374 $24.378 143.750 
I88.187 $116.758 $216,853 

1515.t57 $515.867 
1182.10* S182.X)B 
169.42i ULg.42I 

$71718,529 $718.520 
$57.741 $57,711 

$246 11.188 S1.415 

1892 
-----------------------. 

WITHIN OUTSIDE TOTAL 
CHICAGO CWlCAClO EXTENDED - - - - - - - -. --. . - -- .. -- - -. - 

U28.858 $423.304 $752.162 
$17.617 S2Z677 140.291 

1131.431 1162,609 $294.040 
Ml8.007 $618,037 
1295.536 $205.536 
~l09,OBO SlW.OB0 

11,193.P9 ~ . l 9 3 . = 9  
W.132 $55.132 

$246 11.W $1,587 



Table A.7 



TABLE A.8: COMPARATIVE NOMINAL AND EFFECTIVE PROPERTY TAX RATES I N  THE 21 LARGEST MUNICIPALITIES I N  THE SIX COUNTY 
CHICAGO METROPOLITAN AREA I N  1882 (OVERALL RATES AND EDUCATlON RATES) 

OveRll Overall Overall Education Eduu t ion  Education Edueation 
Overall School. Effective EffeeUve Effective Effective Effective Effedv. % of 

7.489 to 9.29 
0.714 to 11.342 

7.343 to 8.491 
9.603 te 10.407 
11.122to 11.528 
7.296 to 10.057 
7.579 to 8.842 
8.903 to 10.963 

9.78310 10.024 
8.57910 8.632 
6.926tO 10.591 

7.769 to 8.432 

7.626 to 8.189 
7.39010 3.216 
5.509 to 7.623 
5.083 to 7.294 
5.926 to 10.591 
5.304 to 10.52 

6.743 to 7.428 
8.675 to 9.241 

Notes: 
*Education rate here means the total tauate for primary and secondary education and in Chicago it includesthe School Finance Authoray rate. 
"These lwo communities have a rignficent portion of their tax base in morethan one county. 

In many ofthe communities the tax rates given are langes because there are different school distriicts and other special districts in different parts of these municiialitiea. 
In some municipdiies there was one prevalent tax rate given by the Counly Clerksothat ratewas used. 
~ h s  affective property tax rates calculated by the Civic Federation are based on the 21 municipalities nominal property tax rate ranges ham the county clerks and on the srsessment ,-tic 
data compiled by the lllnoio Departmwnl of Revenue on 1992 post appeals assesamenla compared to I991 properly sales. 
The township level assessment sales ratios for Lake, Dupage, Will and Kane Counties and the assessment sales ratios by property class for each of the three asraormenl districts 
in Cook County, i.e.. thecay of Chicago, North Suburbs, and South Suburbs are used in this analysis. 



TABLE A.9: TAX INCREMENT FINANCING DISTRICTS (1992) 

% INC 
F -----------nFTAXESPA\D ------------- 

#OF FROZEN TIF TIF FROZEN TIF TIF %TO %TO 
GOVERNMENT DlST EAV EAV INCREMENT EAV INCREMENT REGULAR TOTAL INC REG 

Burbank 1 0 12,699,279 12,699,279 1,133,157 0 1,133;157 100% 0% 
Calumet Park 1 1,778,408 2,121,121 342.713 19% 43.141 223.866 267.007 16% 84% 
Chicago 21 144.747.092 451 -61 1.421 306,664,329 212% 29,613,689 14,202.088 44.015;776 68% 32% 

Dixmoor 1 975,865 1,191,770 215,905 22% 32,040 144,816 176:859 18% 82% 
Elmwood Park 1 3,687,658 4,610.517 922,859 25% 86,352 345,054 431,406 20% 80% 
Evanston 3 9,677,631 24.674.1 74 14.796.543 150% 1.665.278 1.113.311 2.778.589 60°% 40% 

Hillside 1 10,975,465 12,684,547 1,709,082 16% 150,947 969,362 1,120,309 13% 87% 
Hodgkins 1 10,813,145 13.771.100 2,957,955 27% 264.655 968,209 1,233,064 21% 79% 
Hoffman Estates 2 5,236,815 95,016,010 89,779.195 1714% 6,843,019 394,616 7,237,635 95% 5% 
Homewood 5 3,939,466 29,666,276 25,946,812 659% 3.266.165 497,216 3,765,380 87% 13% 



TABLE A.9: TAX INCREMENT FINANCING DISTRICTS (1992) 

% INC 
nF/ ------- ---- n F  TAXES PAID ------ ----- -- 

#OF FROZEN TIF TIF FROZEN TIF TIF %TO %TO 
GOVERNMENT DlST EAV EAV INCREMENT EAV INCREMENT REGULAR TOTAL INC REG 

. - . , . . . 
Matteson 2 3,060,208 3,952,060 891.852 29% 100.280 344,090 444,370 23% 77% 
Maywood 1 15,967.334 19,671.080 3,703,746 23% 582,932 2,548.470 3,131,401 19% 81% 
Melrcse Park 3 4,682,593 19,170,845 14,488,252 309% 1,199,094 461,756 1,660,850 72% 28% 

Palos Heights 2 602,129 8,970,366 8,368,237 1390% 783,160 55,335 638,495 93% 7% 
Park Forest 1 11,710,716 16,020,342 4,309,626 37% 685.748 1 B63.409 2.540.!57 77% 7.10~. . , . ~ .  -. .- 
Prospect Heigh! 842.i54 9,402,915 8,560,761 1017% 791 ;699 77&2 869,582 91% 9% 

. . . -.- 
South Holland 4 15,185.643 19,979,800 4,794,157 32% 517;924 1,638,308 2,156,231 24% 76% 
Summl 1 3,335,069 5,281,235 1,946,166 58% 224,219 384,065 608,284 37% 63% 
Thornton 1 1,550,667 2,616,136 1,065.469 69% 122,573 178.446 301,019 41% 59% 
Wheeling 1 12,681,639 21,894,088 9,212,449 73% 799,364 1 ,100,386 1,899,750 42% 58% 
Worth 1 0 0 0 0 0 0 __________--__------------------------------------------------------------------------------------- 
TOTAL 124 804,098,563 1,936,587,105 1,132,468,542 141% 101,476,132 80,568,281 182,044,413 56% 44% 



TABLEA.lO: COMPARISON OF GROWTH IN TIF EAVAND MUNICIPAL EAV - 1992 

1992 
% % TIF% 

#OF TIF GROWn- TOTAL GROWRlOFTOTAL 
GOVERNMENT UNIDIST EAV OVER 91 MUNI EAV OVER 91 MUNl EAV 

Burbank 1 12,699,279 2% 195.547.335 2% 6% ... 
Cdumet Park 1 2.121.121 -3% 45.323.751 1% 5% 
Chicaw 21 451.611.421 27% 27,964,127,826 2% 

Dixmw 1 1.181.770 4% 17,7M,342 2% 736 
Elmwood Park 1 4,610,517 -5% 223,257,084 17% 2% 
Evanston 3 24.674.174 15% 1 . 0 1 7 0 ~ 5 2 ~ 7  i s% 

. . , . . . ..- 
South Holland 4 19;979;500 1% 261.023.186 2% 8% 
Summlt 1 5,251235 -1% 70,459,575 2% 7% 
ThwntDn 1 2,616,136 4% 42,867,875 -1% 6% 
Wheeling 1 21,594,088 15% 613,907.743 16% 4% 
W h  1 0 ERR 86,629,180 2% Wb 

TOTAL 125 1,936,557,105 21% 47.640.797.361 5% 3% 
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TABLE 8.1: OTHER REVENUE SOURCESFOR COOK COUNN AREA MAJOR LOCALGOVERNMENTS 
1983-1WZ (OW'S) 

METROPOLITAN WATER RECLAMATION DISTRICT (MWD) 
Other Local Tax Revenue $11,540 $14.285 $15,477 $17.446 $19,549 $18,185 $18.176 $18.032 $16,993 $19.221 
Local Non-Tax Remnw $42345 $50,472 $54,217 $55.524 558.252 W,082 $63.842 $71,548 $74.645 $73,782 
Intergovernmental Revenue $47.536 $44.882 $42.768 $49.558 $32.369 $33,864 $34.888 $97.025 $69,611 $84.178 
From Fe&d $47.486 $44,601 $40.01 5 $41,314 $32,248 $28.525 $52,434 $70.687 $48.013 $57,902 
From Stale $40 $261 $2.751 58,242 $121 $4,339 $12,554 $28,358 $21,598 $26,278 

................................................................................................................................. 
TOTAL M W D  $101,421 $109,619 $112.460 $122,528 $108170 $103,111 $148WB $1W708 $181.249 $177,181 

Other L-I Tax Revenue includes PPRT. 
Local Non-Tax Revenue i n c l h  User Charge, lndu~b'al Surcharge. Land Rentals, Interest on 
Investments Premiumfinterest Bond Sales. Mircellaneou;. 
Federal Revenue includes Federal Grank. 
State Revenue includes State Grants. 

GOVERNMENT UNIT 1983 lea4 1985 1886 1987 1888 1989 1890 1991 19% 

BOARD OF EDUCATION (3) 
Other Local TaxRevenue ~ . 5 6 , 8 5 0  $65,109 $72,003 $76,618 587.633 M.518  $92.273 $66.812 582.338 580.180 
Loeal Non-Tax Revenue $61.563 $74.609 $80,921 $78.438 $60,271 $63.449 5342,745 581.959 587,992 
Intergovernmental Revenue $819.469 W7.800 $921.421 $1.007.921 $1.044377 d.030.064 $ $1,138,232 $1,134,339 $1,173,838 
horn Federal $195,595 $205,281 $194.388 $207,052 $211.266 $218.580 $247.587 $284.989 $319,790 
From SWe $623,874 $662,519 $727.033 $800,869 $834,11f $611.484 $852,240 $ 8 W M  $84&350 SW.048 

Other LocalTax Revenue includes PPRT. 
Local Non-Tax Revenue includes: Lunchroom Sales Investment Income. Other, Other Financing Sources, and SFA investment income 
Federal Revenue includes: €SEA School Lunch. CETA Other. 

4 State Revenue includes: D i s h b u h  Fund Special Education. Bilingual Mher, SFAstate aid. 
W (3) Includes School Fimnce Authuily revewe. 

GOVERNMENT UNIT 1983 1884 1985 1986 1987 1888 1989 l9QO 1991 1992 

CHICPGO PARK DISTRICT 

Other Local Tax Revenue 
Local Non-Tax Revenue 
lnterpwmmental Revenue 
From Federal 

Other Local Tax Revenue includes PPRT. 
L-l Non-Tax Revenue includes lnvertment Income, Parking Station% Concrrionr, Rent Reimbursemerb 
GoWFsso. Mircellanewr. 
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TBLE C.1: EYPENDITURES OF CHICAGO PREA hKQ7 L0C.U GOVERNMENTS 
1984-1992 (03SS) 

MMnment Lhn: 1984 I988 1988 1987 1988 1969 199) 1891 1002 
=====------===_= ----- ------ ------- ...................................................................................................... 
CITYOF CHCAGO 
Gaerd Govemmru 5516.622 5548.686 5617.888 5670,192 566695.892 5757.670 5751.701 8815.024 5684.672 

H d m  547.341 549.215 569.310 561.733 %.I83 5 7 0 . a  578.065 W . 4 4 8  m.626 

Fublc S U N  5650.894 w.506 5730,748 5768.757 5795.5dO 5778,753 5614.409 1883.314 86931.670 

su-8 ?.anitdim 5246.P3 5239.539 5240,112 5262,881 5253217 5252.429 5289.733 uOl.776 S26293.527 

FubVc Wohs 5124,885 51P.754 511t.533 51 13.079 5lCOSW $1 12.934 51 13.092 $126.551 5125.524 

Aviauim 57.622 51.333 51 108 51.142 5 1 . S  51,795 51.887 51.074 8 8 7  

culurdmecreaiond 542,011 542.442 W.385 859.414 863.717 570.2% 
566252 571.177 S7.eZC3 

P-imo $160.910 5358.770 51 80.607 5201.154 5198.098 $219,326 5224.010 5232,799 5249.703 

Omer 55.107 55.342 55.326 8.W 52.731 55.303 56,248 52,015 56.110 

oebt sewte 5132.31 1 5127.869 5421,406 5244.394 $331,785 5446.881 5483.191 5421,022 5420.534 

Cspild Pro/ecto 577.979 571.746 5216,676 5189.219 5200.154 
5251.800 5275.152 5254.€46 5215.507 

U.Ot2.1Cr5 52.m8.098 52.S.100 52585.827 52,741,970 52.987.W 53.102.731 S3.189.826 53,289,472 







TOTAL ALL GOV'TS 
........................ 
uly Of micago 
-* - 
EawddEd&SFA 
City Collegen 
m 

..... 
CPD 
........................ 
TOTAL 
84-92XCllsngB 
h W d  xm- 





TABLE D.2: MARGINS OF BORROWING POWER IN 1992 FOR THE MAJOR CHICAGO 
AREA LOCAL GOVERNMENT UNITS WHICH HAVE STATUATORY DEBT LIMITS ($OOOnS) 

ALLOWABLE 
DEBT 1992 DEBT MARGIN 
LEVEL DEBT APPLICABLE DEBT % CHANGE 

GOVERNMENT UNIT (% OF EAV) LIMIT DEBT MARGIN 1991 -92 

BOARD OF EDUCATION 13.800% $3,859,050 $1,138,524 $2,720,526 7.9% 

FORESTPRESERVE 0.345% $220,660 $2,650 $218,010 7.4% 

CHICAGO PARK DIST. 2.300% $643,175 $280,425 $362,750 5.9% 

Park Improvement Bonds 1 .OOO% $279,641 $1 83,292 $96,349 13.2% 

METRO WATER RECLM DIST. 5.750% $3,597,299 $823,016 $2,774,283 9.4% 

NOTE: Three major government units do not have such limitations on their borrowing power: the City of Chicago, 
Cook County, and the City Colleges. The School Finance Authority has a limit on the total dollar amount of debt 
it can extend which is not based on the EAV, but rather on the total dollar amount the State Legislature mandatec 
to assist the Chicago School Board as a result of its financial crisis in 1979-80. The Park District debt 
limitation is on bonded debt alone and does not include other forms of general obligation debt like PBC leases. 
The Forest Preserve's and the MWRD's margins of borrowing power shown above are for long term debt Each 
also has a limit for tax anticipation notes. The value of the tax anticipation notes issued by these Districts must 
not exceed 85 percent of their current year tax levies. This table shows the margin of borrowing power for each 
government according to its own fiscal year. The margins are calculated based on the 1992 EAV for each 
government. 



TABLE D.3 OVERLAPPING LONG TERM DEBT WITHIN CHICAGO IN 1992 
(As of 01 102193) 

TOTAL (1) ( 2) USCENSUS (3) 
LONGTERM PERCENT OVRLPNG %OVERLAP PER CAPITA %OVERLAP % TOTAL % CHANGE 

DEBT EAV DEBT DEBT TO DEBT DEBT TO OVRLPNG OVRLPNG 
GOVERNMENT 6000s) IN CITY ($000~) ......................................... 
CHICAGO 51,072,260 100.00% $1,072,260 
BD OF ED $465,847 100.00% $465,847 
SFA $473,030 100.00% $473,030 
PARK DIST. $296,540 100.00% $296,540 
CITY COLLEGES $251,825 100.00% $251,825 
COOK COUNTY 51,306,970 43.72% $571.430 
FOREST PR DlST $2,650 43.72% $1.159 
MWRD $835,635 44.70% $373,516 

CITY EAV 
. - - - - - - - - . - - - - - - - - 

3.8% 
1.7% 
1.7% 
1.1% 
0.9% 
2.0% 
0.0% 
1.3% 

(ACTUAL $s) FULL VALUE - - - - - - - - - -. - - - - - - - - -. - - - - - - - - - - - . - - - - - - - - - . - 
$387.31 1.1% 
$168.27 0.5% 
$170.86 0.5% 
$107.11 0.3% 
$90.96 0.3% 

$206.41 0.6% 
$0.42 0.0% 

$134.92 0.4% 

~ ~ ~- . . . . -. . . .. 
DEBT DEBT91 -92 

TOTAL $4,704,757 53,505,606 12.5% $1,266.26 3.7% 100.0% 7.3% 

NOTES: 
(I) All EAV and Estimated Full Value amounts are 1992 figures--the latest available as of 5/94 

(2) Overlapping debt is the portion of the debt outstanding at the end of the day, 1/2/93 forthe govts. included here paid for by the 
4 prop. taxpayers within Chicago. It includes all long term debt (principal only--no interest payments) which local govts. are pay with 

prop. tax. Includes PBC lease payments on the princ. outstanding on PBC bonds, Cook County's const. tender notes .$93 million, 
the City of Chicago's daily tender notes with maturities longer than 18 months that are not used to pay for regular operating expenses 

(3) Full value refers to the total full market value of property in the City of Chicago as calculated by the Civic Federation based on 
figures from the State Department of Revenue and the Cook County Assessor's Office. 



TABLE D.4: REVENUE BONDS OUTSTANDING: MAJOR CHICAGO GOVERNMENTS 1983-1992. ($000'S) 

GOVERNMENT 
UNIT 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 

=========------------------------- ------------=========== 
CHICAGO 
WATER $174,200 $157,395 $156,760 $195,925 $186,360 $176.320 $248.994 $237,475 $225.145 $223.610 
WASTE WATER $34,865 $34,720 $34,560 $70,000 $88,805 $67,550 $142,460 $196,070 $193,700 $225,860 
TOLL BRIDGE $101.000 $101,000 $101,000 $101,000 $101,000 $101,000 $101,000 $101,000 $90,195 $90,195 
AIRPORT $175,000 $624,550 $1,087,610 $1,085.010 $1,079,535 $1,316,750 $1,316,980 $2,026,545 $2,031.190 $2,317.930 
TOTAL CITY $485.065 $917.665 $1,379,930 $1,451,935 $1,435,700 $1,863,620 $1,809,434 $2,561,090 $2,540,230 $2,857,595 
CHGO PARK DlST 
PARKING $19,300 $17.800 $16,300 $14,600 $12,900 $0 $0 $0 $0 $0 
HARBOR FACILIT. $2.220 $2,150 $2.075 $1,990 $1,895 $1.795 $1,685 $1,560 $1.420 $1.275 

TOTAL PARK DlST $21,520 $19,950 $18,375 $16,590 $14,795 $1,795 $1.685 $1,560 $1.420 $1,275 
MWRD (SEWFRSI 

- - - - - - - 

TOT$ OUTSTNDNG $924,520 $1,321,765 $1,753,705 $1,882,475 $1,901,390 $2,081,050 $2,321,954 $3,180,564 $3,139.685 $2.904.020 

NOTES: This bond information is by each government'sfiscal year which is not necessarily January through December. PBC revenue bonds 
are issued for building construction or rehabilitation and are paid off by the property tax ext. of the govt. units which commissioned the pro~ects. 

A the end of 1992 the principal owed on the PBC bonds by each government unit is: 
00 City of Chicago: $13,767,500: Soar:! c! Education $5,282,536; 
00 Park District: $26,700,000; Chicago City Colleges: $0. 



TABLE D.5: NET BONDED INDEBTEDNESS: MAJOR CHICAGO AREA GOVERNMENTS 1983-1 992 ($000'S) 

GOVERNMENT UNIT 1983 
==========:================ 
C I N  OF CHICAGO $459,960 
COOK COUNN $310,100 
BOARD OF EDUCATION $285,260 
SFA $541,575 
CITY COLLEGES #SO8 $5,950 
CHICAGO PARK DISTRICT $91,020 
MWRD $720,500 
FOREST PRESERVE $26,550 

% OF 
TOTAL 

. - - - - - - - - . - - - - - - - - 
18.8% 
12.7% 
11.7% 
22.2% 
0.2% 
3.7% 
29.5% 
1.1% 

% OF 
1984 TOTAL 

.- -- ----- ----- - 
$451,900 18.8% 
$290,550 12.1% 
$253,070 10.5% 
$524,325 21.8% 
$2,950 0.1% 

$129,270 5.4% 
$729,600 30.3% 
$26,150 1.1% 

% OF 
TOTAL - - - - - - - - - - - - - - -- 
22.4% 
13.2% 
8.0% 
23.1% 
0.1% 
6.4% 
25.8% 
1.0% 

% OF 
1986 TOTAL 

:s=============== 

$762.940 26.4% 
$340,350 1 I .8% 
$1 88,350 6.5% 
$648,855 22.4% 
$1,450 0.1% 

$209,670 7.3% 
$709.210 24.5% 
$30,350 1 .O% 

% OF 
TOTAL -- ----- - - ----- 
32.00h 
10.5% 
5.3% 
21.4% 
1 .O% 
7.3% 
21.8% 
0.8% 

TOTAL $2,440,915 $2,407,815 $2,743.660 $2,891,175 $2,976,385 

GOVERNMENT % OF % OF % OF %OF %OF 
UNIT 1988 TOTAL 1989 TOTAL 1990 TOTAL 1991 TOTAL 1992 TOTAL 

==========:======================================================================================= 
C l N  OF CHICAGO $1,159,425 37.0% $889,195 30.2% $882,930 27.8% $928,763 26.1% $1,059,053 26.5% 
COOK COUNTY $400.355 12.8% $510,605 17.3% $617,480 19.5% $814.643 22.9%$1,213,970 30.3% 
BOARD OF EDUCATION $129.470 4.1% $75,440 2.6% $48,425 1.5% $30,300 0.9% $17,025 0.4% 
SFA $540,870 17.3% $512,600 17.4% $497.005 15.7% $481,735 13.5% $473,030 11.8% 
C I N  COLLEGES #SO8 $27,925 0.9% $20.225 0.7% $141,390 4.5% $135,590 3.8% $131,315 3.3% 
CHICAGO PARK DISTRICT $209,015 6.7% $244.990 8.3% $236.520 7.5% $287,480 8.1% $269,840 6.7% 
MWRD $648,715 20.7% $682.065 23.1% $739,390 23.3% $876,305 24.6% $835,635 20.9% 
FOREST PRESERVE $1 4,550 0.5% $13.300 0.5% $7.225 0.2% $3,875 0.1% $2,650 0.1% -------------- ----------------------------- -- ----------------------------- 
TOTAL UNMATURED BON $3,130,325 $2,948.420 $3,170,365 $3,558,691 $4.002.51 8 

$1,970,900 $2,059,225 $2,287,435 $2,629.928 $2,943,465 

Notes: This table does not include the City's Special Service Area bonds. This table shows the gross long term general obligation 
bonded indebtedness of each of the major local government units for their individual fiscl years 1982-1 991. 



TABLE E.1: TEST FOR SOLVENCY 
QUICK LIABILITY RATIOS FOR LOCAL RETIREMENT SYSTEMS 

FY 1992 ($000 '~ )  

1 2 3 4 5 
ACCUMULATED NEEDED FOR QUICK LlABlLlN 

NET PRESENT RETIRED CONTRIBUTIONS TERMINATION RATIO 
RETIREMENT SYSTEM ASSETS LIABILITY OF ACTIVE MMBRS (2 + 3) (1 14) 

COOK 
FOREST 
LABOR. 
TEACHER 
MWRD 
MUNIC. 
PARK 
POLICE 
FIRE 

TABLE E.2: BREAKDOWN OF LOCAL PENSION 'FUNDS' EXPENDITURES 
FY 1992 ($0003) 

TOTAL 
BENEFITS REFUNDS ADMIN. EXPS. EXPENSES 

COOK COUNTY $65,763.4 $14,433.0 $6,286.4 $86,482.8 
% of Total 76.0% 16.7% 7.3% 100.0% 

FOREST PRESERVE $2,676.9 $292.3 $292.9 $3,262.1 
% of Total 82.1% 9.0% 9.0% 100.0% 

MUNICIPAL EMPLOYEES' $161,209.4 $1 8,237.6 $1 1,404.7 $190,851.7 
% of Total 84.5% 9.6% 6.0% 100.0% 

LABORERS' $38,101.3 $2,789.3 $3,911.7 $44,802.3 
% of Total 85.0% 6.2% 8.7% 100.0% 

FIREMENS' $79,739.8 $1,326.0 $4,392.4 $85,458.2 
% of Total 93.3% 1.6% 5.1% 100.0% 

POLICEMENS' $1 48,666.3 $3,274.0 $6,142.8 $1 58,083.1 
% of Total 94.0% 2.1% 3.9% 100.0% 

PARK EMPLOYEES' $23,170.2 $2,019.5 $1,813.6 $27,003.2 
% of Total 85.8% 7.5% 6.7% 100.0% 

MWRD $25,625.5 $2,645.7 $2,645.7 $30,916.8 
% of Total 82.9% 8.6% 8.6% 100.0% 

SCHOOL TEACHERS' $177,657.0 $8,603.2 $20,710.6 $206,970.8 
% of Total 85.8% 4.2% 10.0% 100.0% 

NINE FUNDS' AVERAGE $80,290.0 $5,957.8 $6,400.1 $92,647.9 
% of Total 86.9% 6.2% 6.9% 100.0% 



TABLE E.3: FISCAL YEAR 1992 PENSION FUND DATA WITH COMPARABLE 1991 YEAR END TOTALS ( W s )  
(6) 

111 PERSONAL (5) I& . -. . . . . . - 
EMPLYR  PRO^'^ EST. OF PROPERlY (2) (3) m (4) 1 1  1992 MARKET 
PENSION TAX UNCCCLECT. REPLCMM EM'LYEE INVSTMT ANNUAL OTHER TOTAL TOTAL YEAREND ACCWED NNDEDNNDEDNNDED 

PENSION MLLWLR EXENSN TAXES TAX CONTFBTN INCOME YIELD INCOME INCOME OURAYS ASSETS LlABlLilY PATIO FATO RATIO 

FOREST PRES. 1.30 $1.935 ($39) $215 $2,229 $5.744 8.6% 5S8 $10,122 $3.262 571.580 $68.720 115.9% 104.2% 111.6% 
LABORERS 1.37 $13.311 ($666) $3,535 $13,U25 $66.509 9.0% $148 $95,863 544.802 $797,641 $777.385 98.1% 102.6% 117.1% 
COOKCOUNN 1.54 $82.461 ($1.649) $9.1 73 $73,653 $168,703 8.9% $1.498 $333,838 $86.483 52.1 12.358 52,350,677 94.0% 89.9% 69.9% 
MWRD 2.19 $15.901 ($398) $1.988 $11.225 1650.598 10.4% $0 $79.315 $28.916 5536,683 $656,033 88.4% 81.6% 88.1% 
PARK 1.10 $8.427 (5457) 0 $10624 $30.944 9.5% $131 $49.668 $27.533 $360,549 $430.154 81.6% 83.6% 89.6% 
TEACHERS 1 .00 $5.761 0 0 $89.704 $317.382 7.9% $69.691 $482.539 $209,855 54,299,936 55,215,602 82.1% 82.4% 89.4% 
MUNICIPAL 1.69 $106.079 ($5,304) $17.121 $83.374 $188,039 8.0% $1,955 $391.264 $190,852 $2.546.997 $3645.744 69.4% 69.9% 75.6% 
POLICE 2.00 $72.556 ($3.628) $12.807 547,321 $172,890 10.6% $3,210 $305.168 $159.638 $1,795,962 $3,248,083 50.6% 55.3% 59.9% 
FIREMENS 2.26 533.473 ($1.674) $5,907 $20,811 $51.748 9.5% $53 $110.319 $86.145 $597,317 $1.268.150 46.5% 47.1% 52.1% 

1992 w 1,967 51,052,556 8.7% $76.725 51,858,095 $837,486 $13.119.02 517,660,546 73.2% 74.3% 
1991 $300,587 ($23,7161 $47,349 $331,335 51,043,482 9.4% $84,203 $1 ,794,051 $761,357 $12,095,050 $16,526,068 :::iii'?i:.:'ii'.. :.. '::!:l.'i:::.~.~::::>:.j: 

NOTES: 
(1) Small pation of some pension furds' I d  levies exterdd to DlPage Caunty not included. 
(2) Includes conbbuiom made by the enployei on enpioyee'a b e M .  
(3) Averwe Yield = (.nvestment Income)/((l/2(Beginning Assets + Erding Assets - investment Income)) 
(4j Aset ide termid  at b& value. 
(5) Ihe furded ratio represents tbextentlo which fund assetscover total accruej liebilii. 

'NOTE: The total fundd ratios shown at the bonom of the columnare corrputed ssparately, d id ing total assels b) I total liebilitil 
(6) Market value of assets us& to show m k e t  level of furding. 
(7) The Public School Teachers Furd receiwd about $59.8 million from the Siale of Illinois in 1992. 

SOURCE: 
Ropeity Tax Conkibvtions fran Tax Year 1992 L e y  Summary, Cwk County Extensions Office. 
All other infmmationdeiiwd frompensionfurds' 1992 Actwxial Statementsard Annual Reports. 



CHICAGO INFLATION INDEX 
1982- l98b 100" 

INFLATION ANNUAL 
YEAR INDEX # % CHANGE ------- ---------------- 
1983 100.0 4.0% 
1984 103.8 3.8% 
1985 107.7 3.8% 
1986 1 10.0 2.1% 
1987 1 14.5 4.1% 
1988 1 19.0 3.9% 
1989 125.0 5.0% 
1990 131.7 5.4% 
1991 137.0 4.0% 
1992 141.1 3.0% 

.............................. .............................. 
Source: U.S. Department of Labor, Bureau of Labor Statistics 
This index is based on the Consumer Price Index for the Chicago area. 

*In 1988, the Department of Labor recalibrated the index based 
on a new base year, 1983. 



To join the Civic Federation or receive more information on Federation 
programs, please call 312 263-3237, or fill out and return the form below and send it 
to: 

THE C M C  FEDERATION 
203 N. Wabash, Room 918 

Chicago, Illinois 60601 

A Federation representative will contact you. 
............................................................................................................. 

Request for Further Information on The Civic Federation 

NAME TITLE 

COMPANY 

ZIP 

TELEPHONE 

The Civic Federation is a 501(c)3 nonprofit taxpayer research organization. Membership dues 
and other contributions are tax deductible to the full extent allowed by law. 
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Vince Anderson 
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Robert Barr 
s m L m  AUSTIN 
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RUBLOFF, INC. 
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* James R. Boris 
KBMPER SECURITIES GROUP, INC 

Douglas Cameron 
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* Richard A. Ciccarone 
KEMPER S6CURITIES GROUP. INC. 

* Cameron T. Clark 
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James C. Cook 
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Donald L. Cothern 
ILLINOIS CENTRAL RAILROAD 

Daniel A. Cotter 
C r n R  & COMPANY 

Kevork Derderian 
C O N r m A L  OFPICES 

* William H. Downey 
COMMONUl3ALTH EDISON 

John F. Ward, Jr., O'Keefe Ashenden Lyons & Ward 
John W. Hogge, Northern Trust Securities, Inc. 
William H. Downey, Commonwealth Edison 
Carol W. Garnant, Sears, Roebuck & Co. 
Dale L. Newlanti, The First National Bank of Chicago 
William P. Cowhey 

1993-1994 BOARD OF DIRECTORS 
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Susan Fyda 
ZENITH ELECTRONICS CORPORATION 
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SEARSROEBUCK & CO. 
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.WEIN AND COMPANY 
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* John W. Hogge 
NORTHERN TRUST SECURITIES INC. 

J. Thomas Johnson 
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Robert D. Jones 
AMOCO CORPORATION 

Marge Kelltm 
ALLSTATE INSURANCE COMPANY 

Thomas J. Klutznick 
THE THOMAS I. KLUTZNICK CO. 

* William Krucks 
RAULAND-BORG CORPORATION 

H. Michael Kurzman 
THE LURlE COMPANY 

* Michael E. Murphy 
SARA LEE CORPORATION 

* Dale L. Newland 
THE FIRST NAT. BANK OP CHICAGO 

Julian A. Oettinger 
WAJSREEN COMPANY 

Jerry Parkin 
W. WRIGLEY JR. W. 

Charles A. Powell 
POWELL & REILLY. P.C. 

John J. Sheridan 
L. J. SHERlDAN & COMPANY 

Kenneth J. Stec 
USX CORPORATlON 

* John F. Ward, Jr. 
O ' K E E  ASHENDEN LYONS & WARD 

Past Chairmen's Council 

Abel E. Berland 
RUBLOFF, INC. 

Cameron T. Clark 
KPMG PEAT MARWICK 

Anthony M. Mandolini 
KPMG PEAT MARWICK (Retired) 

Michael E. Murphy 
SARA L E  CORPORATION 

* Executive Committee 



1993-1994 ADVISORY COMMITTEE 

Steven H. Abbey 
AMERICAN NATIONAL BANK 

Leonard F. Arnari 
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J. Robert Barr 
smmy & AUSTIN 

Paul Bateman 
SACHNOW WEAVER & RUBENSTEIN 

David F. Belton 
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IOSLYN CORPORATION 
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Donald L. Cothern 
ILLINOIS CEWRAL RAILROAD 

Mark Davis 
O'KEEFE ASHENDW LYONS AND WARD 

Daniel Denys 
THE NORTHERN TRUS'I COMPANY 

Joseph F. Frederick, Jr. 
THE PALMEX HOUSE 

Charles R. Gardner 
CHICAW DOCK & CANAL TRUST 

Herbert E. Gardner 
UNITED AIRLINES 

Mark D. Gerstein 
KA'ITEN MUCHIN ZAVIS 

Eileen F. Hopkins 
JOHN W E E N  & COMPANY 

Larry Jergens 
EUGENE L. GRIFFIN & ASSOC. 

Eugene Kart 
FlSK & KART LTD. 

Michael Kenny 
KENNY BROS., INC. 

Richard C. Kyrouac 
MORTON INTERNATIONAL INC. 

R. Price Lindsey 
MORTON INPZRNATIONAL INC. 

Bryan Mayster 
PRICE WATERHOUSE 

James M. McKevitt 
SCRIBCOR. INC. 

Thomas J. McNulty 
KECK MAHIN & CATE 

Richard M. Michaels 
UNIVERSITY OF ILLINOIS AT CHICAW 

Charles L. Michod, Jr. 
MARTIN CRAIG CHESTER & 
SONNENXHEIN 

William Morris 
GEORGE K. BAUM 

Roberta O'Brad 
DuCHARME McMILLEN & ASSOCIATES 

Greg Pavitt 
KANE MEKENNA & ASSOCIATES 

Alice Phillips 
CHICAW Tlll.6 INSURANCE COMRANY 

Mark Quinn 

Vern A. Raos 
FORDMOTORCOMPANY 

Terrell E. Schroeder 
SEARS. ROEBUCK AND CO. 

William 0. Shank 
BURDITT & RADUUS CHARTERED 

Helen D. Shumate 
ILLINOIS BELL TELEPHONE COMPANY 

William L. Smith, Jr. 
TASLITZ SMITH & HEMMESCH 

Joseph B. Starshak 
STARMANN STARSHAK WKLNHOFBR & 
CO. 

Charles L. Strobeck 
JACANABE MANAGEMENT 

Terry J. Stupay 

Theodore M. Swain 
WULD & RATNER 

Robert B. Tisdahl 
PROPERTY ASSESSMENT ADVISORS INC 

Guerino J. Turano 
CHICAGO TITLE INSURANCE CO. (Rstircd) 

Gerhard Wald 
COMMOWALTH EDISON COMPANY 

David G. Williams 
CHAPMAN & CLTLER 
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