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D E P A R T M E N T OF F I N A N C E 

C I T Y O F C H I C A G O 

November 30, 2011 

Susana A.Mendoza 
City Clerk 
121 North LaSalle Street 
Room 107 
Chicago, Illinois 60602 

RE: City of Chicago, Illinois 
General Obligation Bonds, 
Series 201 l A and Taxable Project Series 201 IB 

Dear Ms. Mendoza: 

Attached is the Notification of Sale which is required to be filed with 
your office pursuant to Section 12 of the ordinance authorizing of the 
issuance of 2011 General Obligation Bonds, which was passed by the 
City Council on October 5, 2011. 

Please direct this filing to the City Council. 
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Very Truly Yours, 

.ois A. Scott 
Chief Financial Officer 

33 N O R T H L A S A L L E S T R E E T , S U I T E 600 , C H I C A G O , I L L I N O I S 60602 



N O T I F I C A T I O N O F S A L E 

$210,640,000 
GENERAL OBLIGATION BONDS, 

PROJECT SERIES 2011A 

$205,705,000 :5j:r; ^ g ^ . 
G E N E R A L O B L I G A T I O N B O N D S , rA '̂-- o 

T A X A B L E P R O J E C T S E R I E S 201 IB -o 

BEING ISSUED B Y T H E CITY O F C H I C A G O -^^q '^i* 

cn 
•it-, 

State of Illinois ) 
) SS 

County of Cook ) 

To: The City Council of the City of Chicago 

Please be advised that responsive to authority contained in an Ordinance (the 
'"Ordinance") adopted by the City Council (the "City Councir) of the' City of Chicago (the 
''City") on October 5, 2011, authorizing the issuance of up to $500,000,000 aggregate principal 
amount of general obligation bonds of the City, a Bond Purchase Agreement dated November 8, 
2011 (the "Bond Purchase Agreemenf), providing for the sale of $210,640,000 aggregatê  
principal amount of General Obligation Bonds, Project Series 2011A (the "Series 201 lA Bonds'") 
and $205,705,000 aggregate principal amount of General Obligation Bonds, Taxable Project 
Series 201 IB (the "Taxable Series 201 IB Bonds" and together with the Series 2011A Bonds, the 
"Bonds") was entered into by me as the Chief Financial Officer of the City, with the concurrence 
of the Chairman of the Committee on Finance of the City Council, and the purchasers thereof 
named below (the "Underwriters"). The Series 2011A Bonds were sold at a purchase price of 
$210,287,394.22 (representing the aggregate principal amount of the Series 2011A Bonds plus 
original issue premium of $657,842.90, less an underwriters' discount of $ 1,010,448.68); and the 
Taxable Series 201 IB Bonds, at the purchase price of $204,550,979.35 (representing the 
aggregate principal amount of the Taxable Series 201 IB Bonds less an underwriters' discount of 
$1,154,020.65). The Underwriters for the Bonds are BMO Capital Markets GKST Inc, Mesirow 
Financial, Inc., Estrada Hinojosa & Co., Guzman & Company, Gardner Rich, L L C , Backstrom 
McCarley Berry & Co., L L C , KeyBanc Capital Markets Inc., Jefferies & Company, Siebert 
Brandford Shank & Co., L .L .C and Lebenthal & Co., L L C The compensation (including all 
fees) being paid to the Underwriters in connection with the sale of the Bonds of $2,164,469.33 
represents less than 1% of the aggregate principal amount of the Bonds. 

Capitalized terms used herein without definition shall have the meanings assigned 
to such terms in the Ordinance. 

The Series 201 l A Bonds are being issued for the purpose of: (i) paying a portion 
of the costs of the Project; (ii) funding capitalized interest accrued through January 1, 2014, on 



the Series 2011A Bonds; and (iii) paying the costs of issuance of the Series 2011A Bonds 
(including the Underwriters' discount). 

The Taxable Series 201 IB Bonds are being issued for the purpose of (i) paying a 
portion of the costs of the Project, (ii) refunding certain outstanding commercial paper notes of 
the City the proceeds of which have been used to pay costs of the Project; (iii) funding 
capitalized interest on the Taxable Series 201 IB Bonds through January 1, 2014; and (iv) paying 
the costs of issuance of the Taxable Series 201 IB Bonds (including the Underwriters' discount). 

Attached hereto as Exhibits A and B, respectively, are executed copies of the 
Bond Purchase Agreement and the Official Statement dated November 8, 2011. 

Pursuant to Section 12 of the Ordinance, the undersigned hereby makes the 
following determinations: (a) the principal amount of the Bonds is $416,345,000, and the 
designation of the Bonds and principal amount of the Series 2011A Bonds and of the Taxable 
Series 201 IB Bonds are set forth in the first paragraph hereof, (b) the Bonds are issued as 
Current Interest Bonds in denominations of $5,000 or any integral multiple thereof, none of 
which are sold as Retail Bonds, (c) the Bonds mature and are subject to redemption as set forth 
in Schedules lA^B attached hereto, (d) the principal amounts and interest rates on the Current 
Interest Bonds is set forth in Schedules lA-B attached hereto, (e) proceeds of the Taxable Series 
201 IB Bonds in the amount of $86,500,000 have been used for the refunding of Outstanding 
Indebtedness and applied toward the payment, on November 30, 2011, of those general 
obligation commercial paper notes of the City described in Schedule IB, and, in connection 
therewith, none of the proceeds of the Bonds have been used for a payment under any Existing 
Interest Rate Exchange Agreement, (f) the Bonds are issued in book-entry form; the book entry 
depositor)' is The Depository Trust Company, (g) the sale price of the Bonds is as set forth in the 
first paragraph hereof, (h) the Underwriters of the Bonds are as set forth above, and (i) the Bond 
Registrar for the Bonds is Wells Fargo Bank, National Association, Chicago, Illinois. 

Please be further advised that there is no change resulting from the issuance of the 
Bonds in the disposition of the taxes levied for the years from and after 2010 for the payment of 
any Outstanding Indebtedness or of any Existing Interest Rate Exchange Agreement. 

Pursuant to Section 7 of the Bond Ordinance the amount of taxes to be levied for 
the Bonds in each year will be less than the levy of taxes specified in Section 7 of the Bond 
Ordinance and I have determined pursuant to the Ordinance to abate the excess levy of taxes not 
necessary for the purpose of payment of the principal of and interest on the Bonds, as specified, 
together with the annual tax levy requirements for the payment of the principal and interest on 
the Bonds, in the Notification of Tax Abatement also filed with the City Clerk, a copy of which 
is attached hereto as Schedule II. 
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Respectfully submitted as of this 8 th day of November 2011. 

CyLois-i( . Scott 
Chief Financial Officer 



EXHIBITS A 



BOND PURCHASE AGREEMENT 

$416,345,000 
CITY OF Cf f lCAGO 

$210,640,000 
General Obligation Bonds, 

Project Series 2011A 

$205,705,000 
General Obligation Bonds, 

Taxable Project Series 2011B 

November 8, 2011 

City of Chicago 
Office of the City Comptroller 
33 North LaSalle Street, 6^ Floor 
Chicago, Illinois 60602 
Attention: Chief Financial Officer 

Ladies and Gentlemen: 

The undersigned, BMO Capital Markets GKST Inc. (the "Representative"), on behalf of 
itself and the other underwriters listed below (the "Underwriters"), hereby offers to enter into this 
Bond Purchase Agreement (the "Agreemenf) with the City of Chicago (the "City"), for the 
purchase by the Underwriters, and sale by the City, of all but not less than ah of the City's General 
Obhgation Bonds, Project Series 201 l A (the "Series 2011A Bonds") and General Obligation 
Bonds, Taxable Project Series 201 IB (the "Taxable Series 2011B Bonds" and, together with the 
Series 201 l A Bonds, the "Bonds"). This offer is made subject to the acceptance by the City on or 
before 5:00 P.M., Chicago time on the date hereof, and upon such acceptance this Agreement shaU 
be in full force and effect in accordance with its terms and shall be binding on the City and the 
Underwriters. 

The Representative is authorized, and hereby represents and warrants that it is authorized, to 
act as Representative of the Underwriters and to execute this Agreement and has fuU authority to 
take such action as it may deem advisable with respect to all matters pertaining to this Agreement. 
Each Underwriter hereby severally represents to the City that it is registered and in good standing 
under the Securities Exchange Act of 1934, as amended, as a municipal securities dealer. 

Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto 
in the Preliminary Official Statement, as defined herein. 

1. Agreement to Sell and Purchase. 

(a) Upon the terms and conditions and based upon the representations, warranties and 
covenants herein set forth, the Underwriters, joiotly and severally, hereby agree to purchase from 
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the City and the City hereby agrees to sell to the Underwriters: $210,640,000 aggregate principal 
amount of the Series 2011A Bonds, at the purchase price of $210,287,394.22 (representkig the 
aggregate principal amount of the Series 2011A Bonds plus original issue premium of $657,842.90, 
less an underwriters' discount of $1,010,448.68); and $205,705,000 aggregate principal amount of 
the Taxable Series 201 IB Bonds, at the purchase price of $204,550,979.35 (representing the 
aggregate principal amount of the Taxable Series 2011B Bonds less an underwriters' discoimt of 
$1,154,020.65). 

(b) It shall be a condition to the City's obligation to sell and deliver the Bonds that all 
the Bonds be purchased and paid for by the Underwriters at the Closing (as defmed herein) and a 
condition to the Underwriters' obligation to purchase and pay for the Bonds that all Bonds be 
issued, sold arid delivered by the City at the Closing. 

2. The Ordinance. The Bonds are authorized by an ordinance of the City adopted by 
the City Council of the City (the "City Council") on October 5, 2011 (the "Ordinance") and will be 
issued and secured as provided thereunder. The Bonds will mature, bear interest and have such 
other terms and conditions as are set forth on Schedule I hereto. 

3; The Prelimiparv Official Statement. Attached hereto as Exhibit A is a copy of the 
Preliminary Official Statement of the City, dated October 31, 2011 relating to the Bonds.(the 
"Preliminary Official Statement"). For purposes of Rule 15c2-12 C'Rule 15c2-12") of the 
Securities and Exchange Commission ("SEC), the Preliminary Official Statement is "deemed 
final" by the City as of its date except for the omission of such information as is pennitted by Rule 
15c2-12. 

4. Public Offering Price. The Underwriters have agreed to make a bona fide public 
offering of the Bonds at the initial offering prices set forth on Schedule I. The Representative will 
provide the City and Co-Bond Coimsel (as defined herein) with a closing certificate confirming the 
reoffering yields and prices of the Bonds and the Underwriters acknowledge that the City and Co-
Bond Counsel will rely on such certificate to establish the yield on the Bonds and that such reliance 
is material to the City in entering into this Agreement and in connection with the delivery of the 
Bonds. 

5. The Official Statement. 

(a) The City shaU provide, or cause to be provided, at its expense, to the Underwriters 
within seven (7) business days after the City's acceptance of this Agreement, three copies of the 
Official Statement of the City, dated the date hereof, relating to the Bonds (the "Official 
Statement"), signed on behalf of the City by the Mayor or the Chief Financial Officer and the 
Official Statement so delivered shaU be "fmal" for purposes of Rule 15c2-12. Such delivery of the 
Official Statement shall occur in sufficient time to accompany any confirmation that requests 
payment from any customer and in sufficient quantity to comply with the rules of the SEC and the 
Municipal Securities Rulemaking Board ("MSRB"). 

(b) If on or prior to the Closing or within twenty-five (25) days after the "end of the 
underwriting period" (as hereinafter defmed) any event known to the City relating to or affecting the 



City, th& Ordinance or the Bonds, shall occur which would cause any statement of a material fact 
contained in the Official Statement to be materially incorrect or materially incomplete, the City will 
promptiy notify the Representative in writing of the circumstances and details of such event. If, as a 
result of such event, it is necessary, in the joint opinion of the City and the Representative to amend 
or supplement the Official Statement by stating or restating any material fact necessary in order to 
make the statements made thereia, in hght of the circumstances under which they were made, not 
misleading, the City will forthwith prepare and furnish to the Underwriters a reasonable number of 
copies of an amendment of or a supplement to such Official Statement in form and substance 
satisfactory to the City and die Representative, at the City's sole cost and expense, which will so 
amend or supplement such Official Statement so that, as amended or supplemented, the Official 
Statement will not contain any untme statement of a material fact or omit to state any material fact 
necessary in order to make the statements made therein, in hght of the circumstances under which 
they were made, not misleading. For purposes of this Agreement, the term "end of the underwriting 
period" shall mean the later of the date of Closing or the date on which an Underwriter no longer 
retains an unsold balance of the Bonds for sale to the pubhc. The Underwriters agree that the date 
on which the end of the underwriting period shall occur shall be the date of the Closing, unless the 
Underwriters otherwise notify the City in writing prior to twenty-five (25) days after the date of the 
Closing that, to the best of their knowledge, the Underwriters retain for sale to the public an unsold 
balance of the Bonds, in which case the end of the underwriting period shall be extended for 
additional periods of ttdrty (30) days each upon receipt of additional vmtten notification firom the 
Underwriters that, to the best of their knowledge, there exists an unsold balance of the Bonds, but in 
no event shall the end of the underwriting period be extended longer than sixty (60) days after the 
date of Closing. 

(c) At or prior to the Closing, the Representative shall file, or cause to be filed, the 
Official Statement with the MSRB in compliance with the mies of the SEC and the MSRB. 
Promptiy after the date after which the Underwriters are no longer obligated under Rule 15c2-
12(b)(4) to deliver to potential customers the Official Statement, the Representative shall notify the 
City of such date. 

6. Representations, Warranties and Covenants of the City. The City represents and 
warrants to the Underwriters as of the date hereof that: 

(a) The City is a municipal corporation and home mle unit of local government, existing 
under the Constitution and laws of the State of Illinois (the "State"). 

(b) The City Council has: (i) duly adopted the Ordinance, which remams in full force 
and effect; (ii) duly authorized the use of the Preliminary Official Statement prior to the date hereof 
in connection with the public offering and sale of the Bonds and duly authorized the execution, 
delivery and distribution of the Official Statement in connection with the public offering and sale of 
the Bonds; and (iii) duly authorized and approved the execution and dehvery of the Bonds, this 
Agreement and a continuing disclosure undertaking pursuant to the provisions of Section (b)(5) of 
Rule 15c2-12 (the "UndertaHng"). 



(c) The City has full legal right, power and authority to: (i) adopt the Ordinance; (ii) 
execute and deliver this Agreement and the Undertaking; (iii) issue, sell and deliver the Bonds to the 
Underwriters pursuant to the Ordinance and as provided in this Agreement; and (iv) pay for the 
Bonds from the sources pledged under the Ordinance for their payment. 

(d) The adoption of the Ordinance and compliance widi the provisions thereof do not, 
and the execution and delivery of this Agreement and the Undertaking wiU not, in any material 
maimer, violate any applicable law or administrative regulation of the State or any department, 
division, agency or instrumentahty thereof or of the United States of America (the "United States") 
or of any department, division, agency or instrumentality thereof, or any applicable judgment or 
decree to which the City is subject, or conflict with, in a material manner, or constitute a material 
breach of, or a material default under, any ordinance, agreement or other instrument to which the 
City is a party or is otherwise bound. 

(e) Al l approvals, consents and orders of, and filings (except, if any, imder applicable 
state "blue sky" laws) with, any governmental authority, board, agency or commission having 
jurisdiction which would constitute a condition precedent to the performance by the City of its 
obligations under this Agreement, the Undertaking, the Ordinance and the Bonds have been 
obtained or made. 

(f) The fmancial statements of the City contained in the Official Statement fairly 
present die financial position and results of operations of die City as of the date and for the periods 
therein set forth and the City has no reason to believe that such financial statements have not been 
prepared in accordance with generally accepted accounting principles as applied to governmental 
units, consistently applied except as otherwise noted therein. 

(g) The Official Statement (excluding any description of The Depository Trust 
Company ("DTC), information under the captions "THE BONDS - Book-Entry System," 
"RATINGS," "UNDERWRITING," and ' T A X MATTERS," Appendix F thereto, information 
sourced in Appendices A, B, D, and E fi:om sources other than the City or departments thereof, and 
information furnished by the Underwriters for use in the Official Statement) does not contain any 
untrue statement of a material fact or omit to state a material fact necessary to make the statements 
therein, in light of the circumstances under which they were made, not misleading in any material 
respect. 

(h) The Ordinance, this Agreement, and the Undertaking, when duly executed and 
delivered by the parties thereto, as appropriate, will constitute legal, valid and binding obligations of 
the City enforceable in accordance with their terms (except to the extent that enforceability may be 
limited by bankruptcy, insolvency and other laws affecting creditors' rights or remiedies and the 
availability of equitable remedies generally). 

(i) When delivered to the Representative, and paid for by. the Underwriters at the 
Closing in accordance with the provisions of this Agreement, the Bonds will be duly authorized, 
executed and delivered and will constitute legal, vaUd and binding obhgations of the City 
enforceable in accordance with their terms (except to the extent that enforceability may be limited 
by bankruptcy, insolvency and other laws affecting creditors' rights or remedies and the availability 



of equitable remedies generally). 

(j) Except as disclosed in the Official Statement, there is no action, suit or proceeding, 
at law or in equity, or before or by a court, public board or body, pending or, to the City's 
knowledge, threatened, against the City wherein an unfavorable decision, mling or fmding would 
materially adversely affect (i) the validity or enforceability of the Bonds, the Ordinance, this 
Agreement, or the Undertaking or (ii) the excludability from federal income taxation of the interest 
on the Series 201 l A Bonds under tiie Intemal Revenue Code of 1986, as amended (the "Code"). 

(k) The City has not taken, or omitted taking, and will not take or omit to take, any 
action, which action or omission would adversely affect the excludability from federal income 
taxation of the mterest on the Series 2011A Bonds under the Code. 

(!) Any certificate signed by any Authorized Officer of the City and delivered to the 
Representative at the Closing in connection with the issuance or sale of the Bonds shall be deemed 
to be a representation and warranty by the City to the Underwriters as to the statements made 
therein as of the date so delivered. 

(m) The City will make available such information, execute such instruments and take 
such other action in cooperation with the Underwriters as the Representative may reasonably 
request to qualify the Bonds for offering and sale imder the "blue sky" or other securities laws and 
regulations of such states and other jurisdictions of the United States as the Underwriters may 
designate in writing; provided, however, that nothing in this Section 6(m) shall require the City to 
consent to general service of process in any state or jurisdiction other than the State of Illinois. 

(n) The City will apply the proceeds of the Bonds in accordance with the Ordinance. 

(o) The City acknowledges and agrees that: (i) the transaction contemplated by this 
Agreement is an arm's length, commercial transaction between the City and the Underwriters in 
which the Underwriters are acting solely as a principal and not acting as a municipal advisor, 
fmancial advisor or fiduciary to the City; (ii) the Underwriters have not assumed any advisory or 
fiduciary responsibility to the City with respect to the transaction contemplated hereby and the 
discussions, undertakings and procedures leading thereto (irrespective of whether any Underwriter 
has provided other services or is currentiy providing other services to the City on other matters); and 
(iii) the City has consulted its own legal, account, tax, fmancial and other advisors, as applicable, to 
the extent it has deemed appropriate. 

7- Closing. Subject to the conditions set forth in this Agreement, the closing (the 
"Closing") of die sale of the Bonds by the City and die purchase'of the Bonds by the Underwriters, 
shah take place at approximately 9:00 a.m., Chicago time, on November 30, 2011, at the offices of 
Chapman & Cutier LLP, 111 W. Monroe Street, Chicago, Illinois (or at such other time, date and 
place as the City and the Representative mutually agree). 

(a) At the Closing, die City shall deliver or cause to be delivered to DTC, as securities 
depository, for the accoimt of the Underwriters one fully registered certificate for each maturity 
(Bonds with die same maturities but different interest rates will have separate certificates) of the 



Bonds in the aggregate principal amount thereof, registered in die name of Cede & Co., as nominee 
for DTC 

(b) Upon delivery of the Bonds to the Representative at the-Closing,-the City will 
deliver to the Representative the closing documents as set forth in Section 10 hereof 

(c) The Representative will accept delivery of the Bonds and pay the purchase price 
therefor at the Closing by delivering federal funds checks or maldng federal funds whe transfers or 
otherwise confirming deposits of same day funds, as the City shall direct, to the City's account at a 
bank specified by the City, in an aggregate amount equal to the purchase price of the Bonds 
pursuant to Section 1 hereof 

8. Reliance and Further Conditions of the Underwriters. The Underwriters have 
entered into this Agreement in reliance upon the representations, warranties and agreements of the 
City herein and the performance by the City of its obligations hereunder, bodi as of the date hereof 
and as of the date of the Closing. The Underwriters' obligations under this Agreement are and shall 
be subject to the following further condition that at the time of the Closing, the Ordinance, the 
Undertaking and this Agreement shall be in fidl force and effect and the Ordinance and die Official 
Statement shall not have been amended, modified'or supplemented except as may have been agreed 
to with respect to the Official Statement pursuant to Section 5 hereof, and the City shall have duly 
adopted and there shall be in full force and effect such ordinances as, in the opinion of Chapman & 
Cutier LLP, Chicago, Illinois and Cotillas & Associates, Chicago, Elmois, as co-bond counsel ("Co-
Bond Counsel') shall be necessary in connection with the transactions contemplated hereby and 
tiiereby. 

9. Termination of Agreement. 

(a) The Underwriters shall have the right to cancel their obligations to purchase the 
Bonds and have the further right to terminate this Agreement, without liability therefor, by written 
notice to the City from the Representative, if, between the date hereof and the Closing: 

(i) legislation shall be introduced m or enacted by the Congress of the United 
States or adopted by either House thereof or shall have been introduced and favorably 
reported for passage to either House by any committee of such House to which such 
legislation had been referred for consideration, or a decision shall have been rendered by or 
adopted by either House or a decision by a court of the United States or the United States 
Tax Court or an order, ruling or regulation shall have been issued or proposed by or on 
behalf of the Treasury Department of the United States or the Intemal Revenue Service, 
with respect to federal income taxation upon interest received on obligations of the general 
character of the Series 2011A Bonds which, in the Representative's reasonable opinion, 
does materially adversely affect the market price or marketability of the Bonds, or 

(ii) legislation shall have been enacted by the Congress of the United States to 
become effective on or prior to the Closing, or a decision of a court of the United States 
shaU be rendered, or a stop order, ruling, regulation or proposed regulation by or on behalf 
of die SEC or other agency having jurisdiction over the subject matter shaU be issued or 



made, to the effect that the issuance, sale and delivery of the Bonds, or any similar 
obligations of any similar public body of the general character of the City, is in violation of, 
or has the effect of requiring the contemplated offering, sale and distribution of the Bonds to 
be registered under the Securities Act of 1933, as amended, or the enactment of the 
Ordinance or any ordinance of similar character is in violation of the Trust Indenture Act of 
1939, as amended, or with die purpose or effect of otherwise prohibiting the issuance, sale 
or delivery of the Bonds as contemplated hereby or by the Official Statement or of 
obligations of die general character of the Bonds which, in the Representative's reasonable 
opinion, does materially adversely affect the market price or marketability of the Bonds, or 

(iii) there shall have occurred any event which in the Representative's reasonable 
opinion, after consultation with its legal counsel, makes the Official Statement either (A) 
contain an untrue statement of a material fact or (B) omit to state a material fact required to 
be stated therein or necessary to make the statements contained therein not misleading in 
any material respect, and the City fails to prepare or fumish or fails to cause to be prepared 
or furnished to the Underwriters an amendment or supplement to die Official Statement, 
pursuant to Section 5 hereof, which will amend or supplement the Official Statement so that, 
as amended or supplemented, the Official Statement will not contain any untrue statement of 
a material fact or omit to state a material fact required to be stated therein or necessary to 
make the statements contained therein not misleading in a material respect, or 

(iv) there shall be in force a general suspension of trading on The New York 
Stock Exchange, Inc., or minimum or maximum prices for trading shall have been fixed and 
be in force, or maximum ranges for prices for securities shall have been required and be in 
force on The New York Stock Exchange, Inc., whether by virtue of a determination by that 
Exchange or by order of the SEC or any other governmental audiority having jurisdiction, or 

(v) a general banking moratorium shall have been declared by either federal. 
State or New York authorities having jurisdiction and be in force, or 

(vi) any legislation, ordinance, rule or regulation shall be enacted by the City or 
State, or any department or agency thereof, or a decision by any court of competent 
jurisdiction within the State shall be rendered which, in the reasonable opinion of the 
Representative, would have a material adverse effect on the market price or marketability of 
the Bonds, or 

(vii) a war involvmg the United States, an outbreak or escalation of or adverse 
development in hostihties or terrorist activities or otiier national or intemational calamity or 
crisis shall have occurred which, in the reasonable opinion of the Representative, materially 
adversely affects the market price or marketability of the Bonds, or 

(viii) there shall be any proceeding or tiireatened proceeding by the SEC against 
the City and such proceeding or threatened proceeding, in the reasonable opinion of the 
Representative, materially adversely affects the market price or marketability of the Bonds. 



(b) If the City shall be unable to satisfy the conditions contained in this 
Agreement or if the Underwriters' obligations shall be terminated for any reason permitted by this 
Agreement, this Agreement shall terminate and neidier the City nor the Underwriters shall have any 
further obligations hereunder. 

10. Closing Conditions. 

(a) The Underwriters' obligations to purchase, to accept delivery of and to pay 
for the Bonds at die Closmg shall be conditioned upon the City's performance of its obligations 
under Sections 7 and 8 hereof and the Underwriters' receipt of tiie following documents: 

(i) tiiree copies of the Official Statement manually executed by the 
Chief Financial Officer; 

(ii) tiie approving opinions, dated tiie date of the Closing, of Co-Bond 
Counsel to the City, substantially in the form attached to the Official Statement as Appendix 
F; 

(iii) tiie opinions, dated tiie date of the Closing and addressed to the 
Representative on behalf of the Underwriters and to the City, of Co-Bond Counsel, 
substantially in the form attached hereto as Exhibit B-1; 

(iv) a letter dated the date of the closing and addressed to the 
Representative on behalf of the Underwriters and to the City, of Co-Bond Counsel, 
substantially in the form attached hereto as Exhibit B-2; 

(v) an opinion, dated the date of the Closing and addressed to the 
Representative on behalf of the Underwriters, of the Corporation Counsel of the City, 
substantially in the form attached hereto as Exhibit C; 

(vi) an opinion or opinions, dated the date of the Closing and addressed 
to the Representative on behalf of tiie Underwriters, of Duane Morris LLP, Chicago, Illinois 
and the Haxdwick Law Firm LLC, Chicago, Illinois, co-counsel for the Underwriters (herem 
collectively "Co-Underwriters' Counsel'), substantially in the form attached hereto as 
Exhibit D; 



(vii) a letter of Chapman and Cutier LLP, as special disclosure counsel to 
the City, dated the date of the Closing and addressed to the Representative on behalf of the 
Underwriters, with respect to the information in tiie Official Statement under the caption 
' T H E CITY - Retirement Funds and Otiier Post-Employment Benefits" and in APPENDIX E -
"Retirement Funds and Other Post-Employment Benefits," substantially in the form 
attached hereto as Exhibit F. 

(vih) a certificate, dated tiie date of the Closing, signed by tiie Chief 
Financial Officer, to the effect tiiat (A) the representations and warranties of the City herein 
are correct in all material respects as of the date of the Closing; and (B) there has been no 
material adverse change in the financial condition of tiie City since December 31, 2010, as 
reflected in Appendix C to the Official Statement, except as set forth in the Official 
Statement; 

(ix) a certificate of Wells Fargo Bank, National Association, Chicago 
Hlmois, as bond registrar and paying agent ("Bond Registrar"), to the effect tiiat the Bond 
Registrar has full legal right, power and autiiority to act as tiie Bond Registrar under tiie 
Ordinance; 

(x) a certificate, dated the date of the Closing, signed by the 
Representative, in form and substance satisfactory to the City and Co-Bond Counsel; 

(xi) an executed copy of the Undertaking substantially m the form 
summarized in the Official Statement under tiie heading "SECONDARY MARKET 
DISCLOSURE"; 

(xii) a copy of an agreement between the City and DTC relating to the 
safekeeping and book-entry form of the Bonds; 

(xiii) a copy, duly certified by the City Clerk of the City, of the Ordinance, 
as passed by the City Council and approved by the Mayor; 

(xiv) evidence satisfactory to tiie Representative that tiie Bonds have 
ratmgs.of A+ (Stable Outiook) from S&P, Aa3 (Stable Outiook) from Moody's and AA-
(Stable Outiook) from Fitch; and 

(xv) such additional closing certificates and agreements related to the 
Bonds, including such tax certifications and agreements relating to the Series 2011A 
Bonds, as Co-Bond Counsel shall reasonably determine to be necessary to deliver their 
opinions as provided hereinabove. 

(b) All of the opinions, letters, certificates, instruments and other documents mentioned 
above or elsewhere in tiiis Agreement wih be deemed to be in. comphance with the provisions 
hereof if, but only if, they are in form and substance satisfactory to the Representative, in its 
reasonable judgment. Payment for the Bonds and acceptance of the Bonds by the Underwriters 



shall constitute acknowledgment by tiie Underwriters of the City's full performance hereunder. 

11. Expenses. The Underwriters shall be under no obligation to pay, and tiie City shall 
pay, any and ali expenses incident to the performance of tiie City's obligations hereunder, including 
but not limited to: (a) the cost of the preparation and printmg or other reproduction of the 
Ordinance, tiie Preliminary Official Statement and tiie Official Statement, as well as tiie cost of 
shipping tiie Official Statement; (b) the cost of the preparation and printing of the Bonds; (c) the 
fees and disbursements of Co-Bond Counsel; (d) tiie fees and disbursements of any experts or 
consultants retained by the City; (e) the fees of DTC and tiie Bond Registrar; and (f) tiie fees for the 
municipal bond ratings on the Bonds. The Underwriters will pay the expenses incurred by them or 
any of them m connection witii tiieir pubhc offering and distribution of the Bonds, includmg, but not 
limited to, the CUSIP Service Bureau charges, the fees and expenses of Co-Underwriters' Counsel 
and advertising expenses directiy incurred by the Underwriters. 

12. Notices. Any notice or otiier communication to be given to the City under this 
Agreement shall be given by delivering the same in writing at tiie address set forth above, and any 
such notice or otiier communication to be given to the Underwriters shall be given by delivering the 
same in writing to the Representative at the following address: 

BMO Capital Markets GKST Inc. 
115 Soutii LaSalle Street, 18*̂  Floor 
Attention: NeilPritz 

13. No Third Party Beneficiaries, Survival, Etc. This Agreement is made solely for the 
benefit of the City and the Underwriters (including the successors or assigns of any Underwriter), 
and no other person, partnership, association or corporation including any purchaser of the Bonds 
shall acquire or have any right hereunder or by virtue hereof All of tiie representations and 
agreements by the City in this Agreement shaU remain operative and in fuU force and effect 
regardless of any investigation made by or on behalf of the Underwriters and shall survive the 
delivery of and payment for the Bonds. 

14. Governing Law. The rights and obligations of the parties to this Agreement shall be 
governed by, constmed and enforced in accordance with the laws of the State, without giving effect 
to the conflict of laws provisions thereof 

15. Representations and Warranties of the Underwriters. The Underwriters represent 
and warrant that: 

(a) They have heretofore authorized the Representative to execute any document on 
behalf of or exercise any authority of and otherwise to act for, the Underwriters in all matters 
under or pertaining to tiiis Agreement. Each Underwriter has warranted and confumed to the 
Representative, and the Representative warrants and confirms to the City that; (i) it is duly 
registered under tiie Securities Exchange Act of 1934, as amended (tiie "1934 Act"), as a 
broker/dealer or muiucipal securities dealer and has duly paid the fee prescribed by MSRB Rule 
A-12 or is exempt from such requhements, (ii) it is (a) a member m good standing of tiie 
Financial Industry Regulatory Authority ("FINRA") or (b) otiierwise eligible under FINRA mles 
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to receive underwriting discounts and concessions available to such members with respect to 
underwriters of municipal securities, and (iii) it has complied with the dealer registration 
requirements, if any, of the various jurisdictions in which it offers Bonds for sale. The 
Underwriters represent, warrant and covenant that they are and will be in compliance with all 
applicable laws, rules and regulations in coimection with the offering, issuance and sale of the 
Bonds. 

(b) To the knowledge of the Underwriters, no person holding office of tiie City, either 
by election or appointment, is in any manner fmancially interested, either directiy in the officer's 
own name or indirectly in the name of any other person, association, trust or corporation, in any 
contract being entered uito or the performance of any work to be carried out in connection with 
the issuance and sale of the Bonds upon which said officer may be called upon to act or vote. 

(c) Each Underwriter severally represents to the City that neither the Underwriter, nor 
any Affiliate thereof is listed on any of the following lists maintained by the Office of Foreign 
Assets Control of the U.S. Department of the Treasury, the Bureau of Industry and Security of 
the U.S. Department of Commerce, the U.S. Department of State or tiieir successors, or on any 
other list of persons or entities with which the City may not do business imder any applicable 
law, mle, regulation, order or judgment; the Specially Designated Nationals. List, the Derued 
Persons List, the Unverified List, the Entity List, the List of Statutorily Debarred Parties and the 
Excluded Parties List. Such representation shall be provided to the City in the form attached 
hereto as Exhibit E. 

For purposes of this representation, "Affiliate," when used to indicate a relationship 
with a specified person or entity, means a person or entity that, directly or indirectly, through 
one or more intermediaries, controls, is controlled by or is under common control with such 
specified person or entity, and a person or entity shall be deemed to be controlled by another 
person or entity, if controlled in any manner whatsoever that results in control in fact by that 
other person or entity (or that other person or entity and any persons or entities with whom that 
other person or entity is acting jointly or in concert), whether directly or indirectly and whether 
through share ownership, a trust, a contract or otherwise. 

(d) The Underwriters may enter into distribution agreements with certain financial 
institutions for the retail distribution of municipal securities, including the Bonds, at the public 
offering price. In accordance with such arrangements, the Underwriters may share a portion of 
its underwriting compensation. 

16. Approval. The approval of the Underwriters when required hereunder or the 
determination of their satisfaction as to any document referred to herein shall be in writing 
signed by the Representative and delivered to the City. 

17. Successors and Assigns. This Agreement shall inure to the benefit of and be binding 
upon the parties and their successors and assigns, and will not confer any rights upon any other 
person. The terms "successors" and "assigns" shall not include any purchaser of any Bond or 
Bonds from the Underwriters merely because of such purchase. 
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18. Enforceabilitv. If any provision of this Agreement shall be held or deemed to be or 
shall, in fact, be invalid, inoperative or unenforceable as applied in any particular case in any 
jurisdiction or jurisdictions, or in all jurisdictions, because it conflicts with any provisions of any 
constitution, statute, rule or public policy, or for any other reason, such circumstances shall not have 
the effect of rendering the provision in question invalid, inoperative or unenforceable in any otiier 
case or circumstances, or of rendering any otiier provision or provisions of tiiis Agreement invalid, 
inoperative or unenforceable to any extent whatsoever. 

19. Counterparts. This Agreement may be executed in several coimterparts, each of 
which shall be regarded as the original and all of which shall constitute one and the same document. 

20. Business Relationships with City Elected Officials. Each Underwriter understands 
and agrees tiiat it is required to and will comply with tiie provisions of Chapter 2-56 and 2-156 of 
the Municipal Code of Chicago (the "Municipal Code"). Pursuant to Section 2-156-030(b) of the 
Municipal Code, it is illegal for any elected official of the City, or any person acting at the direction 
of such official, to contact, either orally or in writing, any other City official or employee with 
respect to any matter involving any person with whom the elected official has a business 
relationship, or to participate in any discussion in any City Council committee hearing or in any 
City Council meeting or to vote on any matter involvkig the person with whom an elected official 
has a business relationship. Violation of Section 2-156-030(b) of the Municipal Code by any 
elected official with respect to this Agreement shall be grounds for termination of this Agreement. 
The term "business relationship" shall be defined as set forth in Section 2-156-080 of the Municipal 
Code. 
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IN WITNESS WHEREOF, the parties hereto have caused tiiis Bond Purchase Agreement in 
connection with tiie City of Chicago General Obhgation Bonds, Project Series 2011A and the City 
of Chicago General Obligation Bonds, Taxable Project Series 201 IB to be executed by their duly 
authorized representatives as of the date first above written. 

Very tmly yours, 

THE UNDERWRITERS 

BMO Capital Markets GKST Inc. 
Estrada Hinojosa & Co., Inc. 
Mesirow Financial, Inc. 
Backstom McCarley Berry & Co., LLC 
Gardner Rich, LLC 
Guzman & Company 
Jefferies «& Company 
KeyBanc Capital Markets Inc. 
Lebenthal &Co. LLC 
Siebert Brandford Shank & Co., L.L.C. 

By: BMO CAPITAL MARKETS GKST INC. 
As Representative 

Managing Director 

Accepted by the City: 

CITY OF CHICAGO 

By; 
^A. Scott̂  

Chieff inancial Officer 

Edward M. Burke 
Chaimian, Committee on 
Finance of the City Council 
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SCHEDULEI 

TERMS OF BONDS 

1. Aggregate Prmcipal Amount; $416,345,000 

2. Dated: November 30, 2011 

3. Maturities, Principal Amounts, Interest Rates, Prices and CUSEP Numbers; 

General Obligation Bonds, Project Series 2011A 

$19,070,000 4.625% Serial Bonds due January 1, 2032, Price 98.389% CUSIP; 167486 NE5 

$63,045,000 5.250% Term Bonds due January 1, 2035, Price 102.758% CUSIP: 167486 NF2 

$128,525,000 5.000% Term Bonds due January 1, 2040, Price 99.398% CUSIP; 167486 NGO 

General Obhgation Bonds, Taxable Project Series 201 IB 

$205,705,000 6.034% Terra Bonds due January 1, 2042, Price 100% CUSIP; 167486 NN5 

4. Redemption. 

The Bonds are subject to both optional and mandatory redemption prior to maturity, as described 
below. The Bonds shall be redeemed only in principal amounts of $5,000 and integral multiples thereof 

Optional Redemption of the Series 2011A Bonds. The Series 2011A Bonds are redeemable prior 
to maturity at the option of the City, in whole or in part, on any date on or after January 1, 2021, and if 
less than all of the outstanding Series 201 l A Bonds are to be redeemed, the Series 201 l A Bonds to be 
called shall be called by lot in the manner set forth in the Official Statement, at a redemption price equal 
to the principal amount of the Series 201 l A Bonds being redeemed plus accrued interest to the date fixed 
for redemption. ^ 

The City is authorized to sell or waive any right the City may have to call any of the Series 
201 l A Bonds for optional redemption, in whole or in part; provided, that such sale or waiver will not 
adversely affect the exclusion of interest on the Series 2011A Bonds for federal income tax purposes. 

Optional Redemption of the Taxable Series 2011B Bonds with Make Whole Payment. The 
Taxable Series 201 IB Bonds shall be subject to redemption prior to maturity at the option of the City, in 
whole or in part, on any date at a redemption price equal to the greater of (A) the prmcipal amount of 
Bonds of such series to be redeemed, or (B) the sum of the present values of the remaining scheduled 
payments of principal and interest on the Taxable Series 2011B Bonds to be redeemed, not including any 
portion of those payments of interest accmed and unpaid as of the date such bonds are to be redeemed, • 
discoimted to the date of redemption of the Taxable Series 201 IB Bonds to be redeemed on a semiannual 
basis (assuming a 360-day year consisting of twelve 30-day months) at the Treasury Rate (defmed below) 
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plus 50 basis points plus accrued interest on the Bonds of such series being redeemed to the date fixed for 
redemption. 

The make whole optional redemption price of the Taxable Series 201 IB Bonds to be redeemed 
will be calculated by an independent accounting firm, investment baiiking firm or financial advisor (the 
"Calculation Agent") retained by the City at the City's expense. The Bond Registrar and the City may 
rely on the Calculation Agent's determination of the make whole optional redemption price and will not 
be liable for such reliance. An authorized officer of the City shall confirm and transmit the redemption 
price as so calculated on such dates and to such parties as shall be necessary to effectuate such 
redemption. 

The 'Treasury Rate" is, as of any redemption date, the yield to maturity as of such redemption 
date of Treasury securities with a constant maturity (as compiled and published in the most recent Federal 
Reserve Statistical Release H.I5 (519) that has become publicly available four Business Days (as defined 
below) prior to the redemption date (excluding inflation indexed securities) (or, if such Statistical Release 
is no longer published, any publicly available source of similar market data)) most nearly equal to the 
period from the redemption date to the maturity date of the Bonds of such series to be redeemed; 
provided, however, that if the period from the redemption date to such maturity date is less than one year, 
the weekly average yield on actually traded Treasury securities adjusted to a constant maturity of one year 
will be used. "Business Day" means any day other than a day on which banks in New York, New York, 
Chicago, Illinois, or the city in which the Bond Registrar maintains its designated office are required or 
authorized to close. The Treasury Rate will be determined by an independent accounting fum, 
investment banking firm or fmancial advisor retained by the City at the City's expense. 

The City is authorized to sell or waive any right the City may have to call any of the Taxable 
Series 201 IB Bonds for optional redemption. 

Mandatory Redemption of the Bonds. The Series 201 l A Bonds due January 1, 2035 and January 
1, 2040, and the Taxable Series 2011B Bonds are subject to mandatory redemption prior to maturity, in 
each case at par and accmed interest to the date fixed for redemption, on January I of the following years 
and in the following principal amounts: 

Series 2011A Bonds due January 1,2035 
Year Principal Amount / 
2033 $19,950,000 
2034 20,995,000 
2035* 22,100,000 

Final maturity. 

Series 2011A Bonds due January 1,2040 
Year Principal Amount 
2036 $23,260,000 
2037 24,425,000 
2038 25,645,000 
203.9 26,925,000 
2040* 28,270,000 

* Final maturity. 
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Taxable Series 2011B Bonds due January 1,2042 
Year Principal Amount 
2041 ,$ 99,840,000 
2042* 105,865,000 

* Final maturity. 
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EXHIBIT A 

PRELIMINARY OFFICIAL STATEMENT 
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PRELIMINAKY OFFICIAL STATEMENT DATED OCTOBER 31, 2011 

NEW ISSUE-GLOBAL BOOK ENTRY RATINGS: See "RATINGS" herein. 

Subject to coirvpliance by the City with certain covenants, in tlie opinion of Chapman and Cutler LLP, 
Chicago, Illinois, and Cotillas and Associates, Chicago, Illinois ("Co-Bond Counsel"), under present law, interest 
on the Series SOI lA Bonds is not includable in gross income of the oumers thereofforfederal income tax purposes 

g S aTid is not included as an item of tax preference in computing the federal alternative minimum tax for individuals 
c J and corporations, but such interest is taken into account in computing an adjustment used in determining the 
i:l federal alternative minimum tax for certain corporations. Interest on the Taxable Series 201 IB Bonds is not 
^ I excludable from gross income for federal income tax purposes. Interest on the Bonds is not exempt from present 
-11 State of Illinois income taxes. See "TAX MATTERS" herein for a more complete discussion. 

I f . ^ ^ ^ ^ i ^ $414,875,000* 
C I T Y O F C H I C A G O 

$214,835,000* General Obligation Bonds, 
Project Series 2011A 

^ ^ ^ ^ ^ ^ $200,040,000* General Obligation Bonds, 
i l ^ ' ^ ^ t ^ ^ Taxable Project Series 201 IB 

IW 
g o Dated: Date of Delivery Due: January 1, as shown on the inside f ront cover page 
0 o 

1 3 The General Obligation Bonds, Project Series 2011A (the "Series 2011A Bonds") and the General Obligation 
Bonds, Taxable Project Series 2011B (the "Taxable Series 2011B Bonds," and together with the Series 20UA Bonds, 

g the "Bonds") will be issuable as fully registered bonds and will be registered in the name of Cede & Co., as registered 
owner and nominee of The Depository Trust Company, New York, New York ("DTC"). DTC will act as securities 
depository for the Bonds. Purchasers of the Bonds will not receive certificates representing their interests in the 
Bonds purchased. Ownership by the beneficial owners of the Bonds will be evidenced by book-entry only. The 
Bonds will be issued only as fully registered bonds in denominations of $5,000 or any integral multiple thereof. 

Interest on the Bonds will accrue from the date of issuance and be payable on each January 1 and July 1, 
_ commencing July 1,2012. Principal of and interest on the Bonds will be paid by Wells Fargo Bank, National Association, 

J S Chicago, Illinois, as bond registrar and paying agent, to DTC, which in turn will remit such principal and interest 
payments to its participants for subsequent disbursement to the beneficial owners of the Bonds. As long as Cede & 
Co. is the registered owner as nominee of DTC, payments on the Bonds will be made to such registered owner, and 
disbursal of such payments will be tlie responsibility of DTC and its participants. See "THE BONDS — Book-Entry 
System." 

The Bonds are direct and general obligations of the City of Chicago (the "City") and all taxable property in the 
City is subject to the levy of taxes to pay the same without limitation as to rate or amount. The City has pledged its 
M I faith and credit for the payment of the principal of and interest on the Bonds. 

^ S Proceeds of the Bonds will be used as described herein. See "PLAN OF FINANCING." 

S •= The Bonds are subject to redemption prior to maturity as described herein. See "THE BONDS — Redemption." 

i S For maturities, principal amounts, interest rates, prices and CUSIP numbers of the Bonds, see the 
inside front cover page. 

The Bonds are being offered wlten, as and if issued, and subject to the delivery of approving legal opinions 
by Co-Bond Counsel, and to certain other conditions. Certain legal matters will be passed on for the City by its 
Corporation Counsel and for the Underwriters by Duxme Morris LLP, Chicago, Illinois, and Hardwick Law Firm, 

|-S LLC, Chicago, Illinois, Co-Underwriters' Counsel. Chapman and Cutler LLP, Chicago, Illinois, will also serve 
in a separate capacity as Special Disclosure Counsel to the City urith respect to pension disclosure matters. It is 
expected that the Bonds will be available for delivery through the facilities of DTC on or about , 2011. 

B M O C a p i t a l M a r k e t s 

i l E s t r a d a H i n o j o s a & C o . , Inc. M e s i r o w F i n a n c i a l , Inc. 

l i Backstrom McCarley Berry & Co., L L C Gardner Rich, L L C Guzman & Company 

%~ Jefferies & Company KeyBanc Capital Markets Inc. 

Lebenthal &Co. L L C Siebert Brandford Shank & Co., L .L .C. J 2 
•^-g Dated. ,2011 

Preluninary; subject to change 



MATURITIES, AMOUNTS, INTEREST RATES, PRICES AND CUSIP NUMBERS* 

General Obligation Bonds 
Project Series 2011A 

$214,835,000 % Term Bonds due January I, 2040, Price % CUSIP^ 

General Obligation Bonds 
Taxable Project Series 2011B 

$200,040,000 % Term Bonds due January I, 2042, Price % CUSIP^ 

^ Copyright 2011, American Bankers Association. CUSIP data herein are provided by Standard & Poor's, CUSIP 
Service Bureau, a Division of The McGraw-Hill Companies, Inc. The CUSIP numbers listed are being provided 
solely for the convenience of the bondholders only at the time of issuance of the Bonds and the City does not make 
any representation with respect to such numbers or undertake any responsibility for their accuracy now or at any 
time in the future. The CUSIP number for a specific maturity is subject to change after the issuance of the Bonds 
as a result of various subsequent actions including, but not limited to, a refiinding in whole or in part of such 
maturity or as a result of the procurement of secondary market portfolio insurance or other similar enhancement by 
investors that is applicable to all or a portion of certain maturities of the Bonds. 

Preliminary; subject to change 
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Certain information contained in, or incorporated by reference in, this Official Statement has been 
obtained by the City of Chicago (the "City") from The Depository Trust Company and other sources that 
are deemed reliable. No representation or warranty is made, however, as to the accuracy or completeness 
of such information by the Underwriters or the City. The Underwriters have provided the following 
sentence for inclusion in this Official Statement; The Underwriters have reviewed the information in this 
Official Statement in accordance with and as part of their responsibilities to investors under the federal 
securities laws as applied to the facts and circums^nces of this transaction, but the Underwriters do not 
guarantee the accuracy or completeness of such information and nothing contained in this Official 
Statement is or shall be relied upon as a promise or representation by the Underwriters. This Official 
Statement is bcmg used in connection with the sale of securities as referred to herein and may not be used, 
in whole or in part, for any other purpose. The delivery of this Official Statement at any time does not 
imply that information herein is correct as of any time subsequent to its date. 

No dealer, broker, salesperson or any other person has been authorized by the City or the 
Underwriters to give any information or to make any representation other than as contained in this 
Official Statement in connection with the offering described herein and, if given or made, such other 
information or representation must not be relied upon as having been authorized by any of the foregoing. 
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy any 
securities other than those described on the cover page, nor shall there be any offer to sell, solicitation of 
an offer to buy or sale of such securities in any jurisdiction in which it is unlawful to make such offer, 
solicitation or sale. Neither this Official Statement nor any statement that may have been made verbally 
or in writing is to be construed as a contract with the registered or beneficial owners of the Bonds. 

This Official Statement, including the Appendices, except for certain information in APPENDIX 
D — "ECONOMIC, DEMOGRAPHIC AND SUPPLEMENTAL INFORMATION" and sourced to 
parties other than the City, contains certain opinions, estimates and forward-looking statements and 
information, including projections, that are based on the City's beliefs as well as assumptions made by 
and information currently available to the City. Such opinions, estimates, projections and forward-looking 
statements set forth in this Official Statement were not prepared with a view toward complying with the 
guidelines established by the American Institute of Certified Public Accountants with respect to 
prospective financial information, but, in the view of the City, were prepared on a reasonable basis, reflect 
the best currently available estimates and judgments, and present, to the best of the City's knowledge and 
belief, the expected course of action and the expected fiiturc financial performance of the City. However, 
this information is not fact and should not be relied upon as being necessarily indicative of future results, 
and readers of this Official Statement are cautioned not to place imdue reliance on such opinions, 
statements or prospective financial information. 

The prospective financial information set forth in this Official Statement, except for certain 
information sourced to parties other than the City, is solely the product of the City. Neither the City's 
independent auditors, nor any other independent auditors, have compiled, examined, or performed any 
procedures with respect to, or been consulted in connection with the preparation of, the prospective 
financial information contained herein. The City's independent auditors assume no responsibility for the 
content of the prospective financial information set forth in this OfBcial Statement, disclaim any 
association with such prospective financial information, and have not, nor have any other independent 
auditors, expressed any opinion or any other form of assurance on such information or its achievability. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION 
NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES 
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS OFFICIAL 
STATEMENT. ANY REPRESENTATION TO THE CONTRARY M A Y BE A CRIMINAL OFFENSE. 

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, 
AS AMENDED, NOR HAS THE ORDINANCE BEEN QUALIFIED UNDER THE TRUST 
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INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON EXEMPTIONS CONTAINED IN 
SUCH ACTS. THE REGISTRATION OR QUALIFICATION OF THE BONDS IN ACCORDANCE 
WITH APPLICABLE PROVISIONS OF LAW OF THE STATES IN WHICH THE BONDS H A V E 
BEEN REGISTERED OR QUALIFIED AND THE EXEMPTION FROM REGISTRATION OR 
QUALIFICATION IN OTHER STATES CANNOT BE REGARDED AS A RECOMMENDATION 
THEREOF. 

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS M A Y 
OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET 
PRICES OF THE BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN 
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, M A Y BE DISCONTINUED AT 
ANY TIME. THE PRICES AND OTHER TERMS RESPECTING THE OFFERING AND SALE OF 
THE BONDS M A Y BE CHANGED FROM TIME TO TIME BY THE UNDERWRITERS AFTER THE 
BONDS ARE RELEASED FOR SALE, AND THE BONDS M A Y BE OFFERED AND SOLD AT 
PRICES OTHER THAN THE INITIAL OFFERING PRICES, INCLUDING SALES TO DEALERS 
WHO M A Y SELL THE BONDS INTO INVESTMENT ACCOUNTS. 
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OFFICIAL STATEMENT 

$414,875,000* 
CITY OF CHICAGO 

$214,835,000* General Obligation Bonds, 
Project Scries 2011A 

$200,040,000* General Obligation Bonds, 
Taxable Project Scries 2011B 

INTRODUCTION 

This Official Statement (including the cover page and Appendices hereto) is furnished by the City 
of Chicago (the "City") to provide information with respect to $214,835,000* aggregate principal amount 
of General Obligation Bonds, Project Series 2011A (the "Series 2011A Bonds") and $200,040,000* 
aggregate principal amount of General Obligation Bonds, Taxable Project Series 201 IB (the "Taxable 
Series 201 IB Bonds," and together with the Series 2011A Bonds, the "Bonds"). 

The proceeds from the sale of the Bonds will be used to (i) pay for a portion of the costs of the 
Project (as defined herein), (ii) fund capitalized interest on the Bonds, and (iii) pay the costs of issuance 
on the Bonds (including the underwriters' discount). See "PLAN OF FINANCING" and "SOURCES 
AND USES OF FUNDS." 

The Bonds are authorized by an ordinance adopted by the City Council of the City (the "City 
Council") on October 5, 2011 (the "Ordinance"). 

THE CITY 

The City was incorporated in 1837. The City is a municipal corporation and home mle unit of 
local government under the Illinois Constitution of 1970 and as such, "may exercise any power and 
perform any function pertaining to its government and affairs mcluding, but not limited to, the power to 
regulate for the protection of the public health, safety, morals and welfare; to license; to tax; and to incur 
debt" except that it can "impose taxes upon or measured by income or earnings or upon occupation" only 
if authorized by stamte. 

The General Assembly of the State of Illinois (the "State") may, by a three-fifths vote of each 
house, limit the ability of a home rule municipality to levy taxes. The General Assembly may similarly 
limit the debt that the City may incur, except that the General Assembly does not have the power to limit 
the debt payable from property taxes to less than three percent of the assessed valuation of the taxable 
property in the City. To date, the General Assembly has not imposed limits on the City's ability to levy 
taxes under its home mle powers or to incur debt payable from real property taxes. See APPENDIX A — 
"REAL PROPERTY TAX SYSTEM AND LIMITS — Property Tax Limit Considerations — State of 
Illinois." 

For certain economic, demographic and budgetary information concerning the City, see 
APPENDIX D — "ECONOMIC, DEMOGRAPHIC AND SUPPLEMENTAL INFORMATION." 

Preliminary; subject to change 



Corporate Fund 

The Corporate Fund of the City is used to account for all financial resources of the City except 
those required to be accounted for in special revenue or enterprise funds. Information for the Corporate 
Fund is presented in the City's basic financial statements. The basic financial statements of the City for 
the year ended December 31, 2010 are included as APPENDIX C to this Official Statement. 

2010 Corporate Fund Operations. Under generally accepted accounting principles, actual 
revenues and other financing sources of approximately $3,129.9 million exceeded expenditures and other 
financing uses of approximately $3,047.5 million for the City's fiscal year ending December 31, 2010. 
On December 31, 2010, the Corporate Fund balance was approximately $135.5 million including an 
umeserved balance of approximately $81.2 million. 

2011 Corporate Fund Budget The City's 2011 Corporate Fund budget was approved by the 
City Council on November 17, 2010. The budget totals $3,263.7 million, reflecting an increase of $84.0 
million or approximately 2.6% of the 2010 Corporate Fund budget. The 2011 budget balances a 
preliminary shortfall of $654.7 million by reducing costs, better managing resources and utilizing 
strategic financial options, including the reduction of 277 full-rime budgeted positions. See "—Use of 
Nonrecurring Revenue Sources for Budgetary Purposes" below. 

Use of Nonrecurring Revenue Sources for Budgetary Purposes. Due to severe economic 
conditions over recent years, the City has used nonrecurring revenue sources for budgetary purposes. 
This use has taken the form of expending asset concession reserves. The Skyway reserve funds (the 
"Skyway Reserves") were established in 2005 in the amount of $975 million from the upfront proceeds 
received by the City in connection with the closing of the long-term concession and lease of the Chicago 
Skyway. The parking meter system reserve funds (the "Parking Meter Reserves") were established in 
2009 in the amount of $ 1.15 billion from the upfront proceeds received by the City in connection with the 
closing of the long-term concession of the Chicago Metered Parking System. In 2010, the City made a 
net transfer of approximately $458 million from the Skyway Reserves and the Parking Meter Reserves to 
the Corporate Fund to offset declining revenues. The 2011 Corporate Fund Budget makes certam changes 
to the 2010 transfers of concession transaction reserve proceeds and provides for the transfer of $288 
million in Skyway Reserves and Parking Meter Reserves to the Corporate Fund. The balances in the 
concession transaction reserves at the end of fiscal year 2011 are expected to be $500 million for the 
Skyway Reserves and $124 million for the Parking Meter Reserves. The 2011 Corporate Fund Budget 
also reflects that the City will declare a surplus in 26 tax increment financing districts within die City and 
generate an expected amount of $40.2 million to the Corporate Fund for 2011. 

2012 Corporate Fund Budget. On October 12, 2011, the Mayor submitted his proposed budget 
for fiscal year 2012 to the City Council. The Mayor's proposal provides for a Corporate Fund Budget of 
$3,086.6 million reflecting a decrease of $177.1 million or 5.4% compared to the 20II Corporate Fund 
Budget. The City expects to pass a balanced 2012 Corporate Fund Budget before December 31, 20II. 
The proposed Corporate Fund Budget for 2012 balances a preliminary shortfall of $635.7 million by 
reducing costs, better managing resources, raising certain revenues and reducing Corporate Fund-
budgeted positions by more than 2,100. See APPENDIX D — "ECONOMIC, DEMOGRAPHIC AND 
SUPPLEMENTAL INFORMATION — 2012 Budget Proposal." 

Annual Budget Process 

Prior to 2011, the Budget Director would prepare by August 1 of each year the Preliminary 
Budget Estimate Report for the following fiscal year. The Preliminary Budget Estimate Report included a 
statement of expenditures and revenues for the most recently completed calendar year, a statement of the 
amounts received and expended during the fu^t six months of the current calendar year, an estimate of 



year-end expenditures and revenues for the current calendar year, and a statement of estimated 
expenditures and revenues for the following fiscal year. The Preliminary Budget Estimate Report 
forecast a gap (or surplus) of revenues versus expenses and set the stage for the formal budget process. 

On May 20, 2011, Mayor Emanuel issued Executive Order 2011-7 (the "Executive Order"). 
Pursuant to the Executive Order, the Budget Director was directed to issue by July 31 a long-term budget 
and financial analysis (the "Annual Financial Analysis") to provide the framework for the development of 
the City's annual operating and capital budgets for the following fiscal year. The Annual Financial 
Analysis was directed to be developed by the Budget Director with input from the Mayor's Economic, 
Budgetaiy. and Business Development Council; the Dcput>' Mayor; the Chief Financial Officer, the City 
Comptroller; City departments and sister agencies, elected officials; and other relevant parties. 

The Annual Financial Analysis includes an historical analysis of the City's revenues and 
expenditures, a financial forecast and analyses of the City's reserves, capital program, debt and pensions. 
The City released its Annual Financial Analysis for 2012 on July 29, 2011. 

In developing an annual budget recommendation, the Budget Director considers the proposed 
armual budgets submitted by all the departments and agencies whose budgets will become part of the 
City's proposed budget for the following year. The final recommendation compiles a budget 
recommendation that balances expenditures to forecasted available resources detailed in the Armual 
Financial Analysis and is submitted to the Mayor. Once approved by the Mayor, it is then submitted as 
the Mayor's Recommendation to City Council for consideration through the City Council's Committee on 
Budget and Government Operations. The City's proposed budget may be changed by the City Council 
through amendments made in the Committee on Budget and Governmental Operations. The Committee 
and then the flill City Council vote on the budget and any amendments. 

When the City Council has approved the proposed annual budget as the annual appropriation 
ordinance, it is forwarded to the Mayor for approval. Should the Mayor veto the approved armual 
appropriation ordinance, the City Council, with a two-thirds vote, may override the veto. The City 
Council may also refuse to approve the Mayor's proposed annual budget. In such a case, the appropriate 
process for passage of the City budget may have to be judicially determined. By law, the City must have 
a balanced budget approved by December 31 of the year preceding the budget year. 

Collective Bargaining Agreements 

The City has collective bargaining agreements with a coalition of various trade unions (including 
Laborers, Teamsters, Carpenters, and Electricians), representing approximately 6,600 employees. The 
agreements cover the period from July I, 2007 through June 30, 2017, and provide for annual wage 
increases. The agreements were ratified by the City Council and went into effect on December 12, 2007. 

The City also has a collective bargaining agreement with the Illinois Nurses Association, 
covering approximately 100 public health nurses employed by the City. The agreement covers the period 
from July 1, 2007 through June 30, 2012, and provides for annual wage mcreases. The agreement was 
ratified by the City Council and went into effect on March 14, 2008. The City also has a collective 
bargaining agreement with the American Federation of State, County and Municipal Employees, covering 
approximately 3,720 administrative, clerical, professional, human services and library employees. The 
agreement covers the period from July 1, 2007 through June 30, 2012, and provides for annual wage 
increases. The agreement was ratified by the City Council and went into effect on August 5, 2008. 

The City remains in negotiations with the Public Safety Employees Bargaining Unit/Unit 11 
(covering approximately 2,500 non-swom, non-Fire Department public safety employees) for a successor 
agreement to the collective bargaining agreement covering the period July 1, 2007 through December 31, 



2010, and which has remained in effect during negotiations for the successor agreement. The 2011 
Corporate Fimd budget includes funds for wage increases and anticipated wage increases with respect to 
this successor agreement. 

The City reached agreements with the Police Lieutenants and Captains Associations on collective 
bargaining agreements covering approximately 222 Police Lieutenants and 49 Police Captains. Each 
agreement covers the period from July 1, 2007 through June 30, 2012. These two agreements were 
ratified by the City Coimcil in February, 2010. The City concluded negotiations with the FOP, covering 
approximately 11,000 employees, and submitted the dispute to binding arbitration pursuant to the Illinois 
Public Labor Reladons Act. In April 2010, the arbitrator issued his award, the terms of which were 
ratified by the City Council on June 30, 2010. The City also reached agreement with the Police Sergeants 
Association, and that agreement was also ratified by the City Council on June 30, 2010. The arbitrator's 
award for the FOP contract provides for wage increases effective in each of the years 2007 through 2012. 
The 2011 Corporate Fund budget includes funds for the 2011 wage increases mandated by the arbitrator's 
award. These same increases in base salary for the members of FOP will be applied to the three separate 
bargaining units represenfing approximately 1,180 Police Sergeants, 222 Police Lieutenants, and 49 
Police Captains. The 2011 Corporate Fund budget includes funds for these increases in base salary for 
2011 for the three separate bargaining units. 

The City also has a collective bargaining agreement with the Chicago Fire Fighters Union, Local 
2, covering approximately 5,000 employees. The agreement covers the period from July 1, 2007 through 
June 30, 2012, and provides for annual wage increases. The agreement was ratified by the City Council 
and went into effect on March 9, 2011. 

Retirement Funds and Other Post-Employment Benefits 

The City provides funding for four refircment funds (the "Retirement Funds"), which provide 
benefits upon retirement, death or disability to employees and beneficiaries. As described in APPENDIX 
E — "RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS — RETIREMENT 
FUNDS," the benefits provided to members of the Retirement Funds and the City's contributions to the 
Retirement Funds are governed by the provisions of the Illinois Pension Code (the "Pension Code"), and 
the Retirement Funds' sources of funding come from the City's contributions, the employees' 
contributions and investment income on the Retirement Funds' assets. The City's contributions and the 
employees' contributions are based upon what is established under the Pension Code and are not based on 
the actuarially recommended levels. The unfiinded liability to the Retirement Funds poses significant 
financial challenges and the City is considering the options available to rectify this situation. For a 
descripfion of the Retirement Funds, the manner of funding the Retirement Funds, their historical and 
projected funded status, and recent legislative changes affecfing the Retirement Funds, see APPENDIX E 
— "RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS — RETIREMENT 
FUNDS." The foregoing description is qualified in its entirety by reference to APPENDIX E — 
"RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS — RETIREMENT 
FUNDS," which a prospective purchaser of the Bonds should read in its entu-ety. 

The City and the Retirement Funds share the cost of post-employment healthcare benefits 
available to City employees participating in the Retirement Funds through a single-employer, defined 
benefit healthcare plan (the "Health Plan"), which is administered by the City. As described in Appendix 
E „ "RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS — OTHER POST-
EMPLOYMENT BENEFITS," the costs of the Health Plan are shared pursuant to a settlement agreement 
entered into between the City and the Retirement Funds regarding the responsibility for payment of these 
health benefits. The Health Plan is funded on a pay-as-you-go basis and as such assets are not 
accumulated or dedicated to fimding the Health Plan. For a description of the post-employment 
healthcare benefits, the manner of funding such benefits and the fiinded status of the benefits, see 



APPENDIX E — "RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS — 
OTHER POST-EMPLOYMENT BENEFITS." The foregoing description is qualified in its entirety by 
reference to APPENDIX E — "RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT 
BENEFITS — OTHER POST-EMPLOYMENT BENEFITS," which a prospective purchaser of the 
Bonds should read in its entirety. 

City Investment Policy 

The investment of City funds is governed by the Municipal Code of Chicago (the "Municipal 
Code"). Piirsiinnl to the Municipal Code, the City Treasurer has adopted a Statement of investment Policy 
and Guidelines for the purpose of establishing wriitcn casli nianagctiieni and investment guidelines to be 
followed by the City Treasurer's office in the investment of City ftinds. See APPENDIX C — "CITY OF 
CHICAGO BASIC FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2010 — 
Notes (1) and (4)." 

PLAN OF FINANCING 

General 

The proceeds from the sale of the Bonds will be used as described below. For additional 
infonnation, see "SOURCES AND USES OF FUNDS." 

FUnancing of the Project 

A portion of the net proceeds of the Bonds will be used by the City to finance one or more of the 
following projects (collectively, the "Project"): (i) public right-of-way infrastructure improvements in 
Cfty neighborhoods, including street and alley constmction and improvements, lighting improvements, 
sidewalk improvements and replacement, and curb and gutter repairs and replacement; (ii) infrastructure 
iniprovcments to enhance the development of economic activity, including industrial street construction 
and improvements, streetscaping, median landscaping, demolition of hazardous, vacant or dilapidated 
buildings that pose a threat to public safety and welfare, shoreline reconstruction, riverbank stabilization, 
residential and commercial infrash-ucture redevelopment and railroad viaduct clearance improvements; 
(iii) transportation improvements (to City property and facilities and to property and facilities located 
within the City limits which are owned by other govenunental entities), including street resurfacing, 
bridge and freight mnnci rehabilitation, traffic signal modemizafion, new traffic signal installation, 
intersection safety improvements and transit facility improvements; (iv) grants or loans to assist not-for-
profit organizations or educational or cultural instimtions, or to assist other municipal corporations, units 
of local govemment, school districts, the State of Illinois or the United States of America; (v) cash flow 
needs of the City; (vi) the acquisition of personal property, including, but not limited to, computer 
hardware and software, vehicles or other capital items useful or necessary for City purposes; (vii) the duly 
authorized acquisition of improved and unimproved real property within the City for municipal, 
industrial, commercial or residential purposes, or any combination thereof, and the improvement, 
demolition and/or remediation of any such property; (viii) constmcting, equipping, altering and repairing 
various municipal facilities includmg fire stations, police stations, libraries, senior and health centers and 
other municipal facilides; (ix) the enhancement of economic development within the City by making 
direct grants or loans to, or deposits to fimds or accounts to secure the obligations of, not-for-profit or for-
profit organizations doing business or seeking to do business in the City; (x) the fiinding of (A) judgments 
entered against the City, (B) certam settlements or other payments required to be made by the City as a 
condition to the resolufion of litigation or threatened litigation or arbitration and (C) such escrow accounts 
or other reserves as shall be deemed necessary for any of said purposes; (xi) the payment of certain 
contributions to the Policemen's Annuity and Benefit Fund, the Firemen's Annuity and Benefit Fund, the 



Municipal Employees', Officers' and Officials' Annuity and Benefit Fund and the Laborers' and 
Retirement Board Employees' Armuity and Benefit Fund; (xii) the provision of facilities, services and 
equipment to protect and enhance public safety, including, but not limited to, increased costs for police 
and fire protection services, emergency medical services, stafFmg at the City's emergency call center and 
other City facilities, and enhanced security measures at airports and other major City facilities; and (xiii) 
acquiring motor vehicles for a term of years or lease period. 

SOURCES AND USES OF FUNDS 

The following table sets forth the sources and uses of Bond proceeds. 

Taxable Series 
Series 2011A 201 IB 

Bonds Bonds Total 
SOURCE OF FUNDS: 
Principal Amount of the Bonds $ $ $ 
Net Original Issue Discount/Premium 
Total Sources of Funds ^ 

USES OF FUNDS: 
Costs of Project 
Capitalized Interest on the Bonds 
Costs of Issuance (including the 

underwriters' discount) 
Total Uses of Funds 

THE BONDS 

General 

Each series of Bonds will be dated the date of issuance, will mature on January 1 of the years and 
in the amounts set forth on the inside front cover page of this Official Statement, and will bear interest 
from the date of issuance. The Bonds will be issued only as fully registered bonds in denominations of 
$5,000 or any integral muhiple thereof 

The Bonds will bear interest at the rates set forth on the inside front cover page of this Official 
Statement, on the basis of a 360-day year of twelve 30-day months. Interest on the Bonds will be payable 
on January 1 and July 1 of each year, commencing July 1, 2012, to the person in whose name the Bond is 
registered as of the 15th day of the month next preceding any such interest payment date. Each Bond will 
bear interest from the later of its date of issuance or the most recent interest payment date to which 
interest has been paid until the principal amount of such Bond is paid. 

Wells Fargo Bank, National Association, Chicago, Illmois (the "Bond Registrar"), will serve as 
bond registrar and paying agent for the Bonds. Principal of and interest on the Bonds will be payable in 
lav/fiil money of the United States at the designated corporate trust office of the Bond Registrar. 

The Bonds will be initially registered through the book-entry system (the "Book-Entry System") 
operated by The Depository Trust Company, New York, New York ("DTC"). Details of payments of the 
Bonds when in the book-entry form and the Book-Entry System are described below xmder the subcaption 
"— Book-Entry System." Except as described under the subcaption "— Book-Entry System — General" 
below, beneficial owners of the Bonds will not receive or have the right to receive physical delivery of 



Bonds, and will not be or be considered to be the registered owners thereof Accordingly, beneficial 
owners must rely upon (i) the procedures of DTC and, if such beneficial owner is not a Direct or Indirect 
Participant (as defmed below), the Direct or Indirect Participant who will act on behalf of such beneficial 
owner to receive notices and payments of principal and interest or redemption price of the Bonds and to 
exercise voting rights, and (ii) the records of DTC and, if such beneficial owner is not a Direct or Indirect 
Participant, such beneficial owner's Direct or Indirect Participant, to evidence its beneficial ownership of 
the Bonds. So long as DTC or its nominee is the registered owner of the Bonds, references herein to the 
owners of the Bonds shall mean DTC or its nominee and shall not mean the beneficial owners of such 
Bonds. The laws of some stales may require that certain purchasers of securities take physical delivery of 
such securities in dcfliiitixc form Such limits and laws may impair the ability to transfer beneficial 
interests in a Bond-
Payment of the Bonds 

Principal of each Bond and redemption premium, if any, will be payable in lawful money of the 
United States upon presentation and surrender of such Bond at the designated corporate trust office of the 
Bond Registrar. 

Payment of the installments of interest on each Bond shall be made to the registered owner of 
such Bond as shown on the registration books of the City maintained by the Bond Registrar at the close of 
business on the 15th day of the month next preceding each interest payment date and shall be paid by 
check or draft of the Bond Registrar mailed to the address of such registered owner as it appears on such 
registration books or at such other address flimished in writing by such registered owner to the Bond 
Registrar or, at the option of any registered owner of $1,000,000 or more in aggregate principal amount of 
the Bonds, by wire transfer of immediately available funds to such bank in the continental United States 
of America as such registered owner shall request in writing to the Bond Registrar. 

Redemption 

The Bonds are subject to both optional and mandatory redemption prior to maturity, as described 
below. The Bonds shall be redeemed only in principal amounts of $5,000 and integral multiples thereof 

Optional Redemption. The Series 2011A Bonds arc redeemable prior to maturity at the option of 
the City, in whole or in part, on any date on or after January I, 2021,' and if less than all of the 
outstanding Series 201 lA Bonds are to be redeemed, the Series 201 lA Bonds to be called shall be called 
by lot in the manner hereinafter provided, at a redemption price equal to the principal amount of the 
Series 2011A Bonds being redeemed plus accrued interest to the date fixed for redemption. 

The City is authorized to sell or waive any right the City may have to call any of the Series 
2011A Bonds for optional redemption, in whole or in part; provided, that such sale or waiver will not 
adversely affect the exclusion of interest on the Series 2011A Bonds for federal income tax purposes. 

Optional Redemption of the Taxable Series 201 IB Bonds with Make Whole Payment. The 
Taxable Series 20nB Bonds shall be subject to redemption prior to maturity at the option of the City, in 
whole or in part, on any date at a redemption price equal to the greater of (A) the principal amount of 
Bonds of such series to be redeemed, or (B) the sum of the present values of the remaining scheduled 
payments of principal and interest on the Taxable Series 201 IB Bonds to be redeemed, not including any 
portion of those payments of interest accrued and unpaid as of the date such bonds are to be redeemed, 
discounted to the date of redemption of the Taxable Series 2011B Bonds to be redeemed on a semiannual 
basis (assuming a 360-day year consisting of twelve 30-day months) at the Treasury Rate (defined below) 
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plus basis points plus accrued interest on the Bonds of such series being redeemed to the date fixed for 
redemption. 

The make whole optional redemption price of the Taxable Series 201 IB Bonds to be redeemed 
will be calculated by an independent accoimting firm, investment banking firm or financial advisor (the 
"Calculation Agent") retained by the City at the City's expense. The Bond Registrar and the City may 
rely on the Calculation Agent's determination of the make whole optional redemption price and will not 
be liable for such reliance. An authorized officer of the City shall confirm and transmit the redemption 
price as so calculated on such dates and to such parties as shall be necessary to effecmate such 
redemption. 

The "Treasury Rate" is, as of any redemption date, the yield to maturity as of such redemption 
date of Treasury securities with a constant mamrity (as compiled and published in the most recent Federal 
Reserve Statistical Release H.15 (519) that has become publicly available four Business Days (as defined 
below) prior to the redemption date (excluding inflation indexed securities) (or, if such Statistical Release 
is no longer pubhshed, any publicly available source of similar market data)) most nearly equal to the 
period from the redemption date to the maturity date of the Bonds of such series to be redeemed; 
provided, however, that if the period from the redemption date to such mamrity date is less than one year, 
the weekly average yield on actually traded Treasury securities adjusted to a constant maturity of one year 
will be used. "Business Day" means any day other than a day on which banks in New York, New York, 
Chicago, Illinois, or the city in which the Bond Registrar maintains its designated office are required or 
authorized to close. The Treasury Rate will be determined by an independent accounting firm, 
investment bankmg firm or financial advisor retained by the City at the City's expense. 

The City is authorized to sell or waive any right the City may have to call the Taxable Series 
201 IB Bonds for optional redemption. 

Mandatory Redemption of the Bonds. The Series 201 l A Bonds and the Taxable Series 201 IB 
Bonds are subject to mandatory redemption prior to maturity, in each case at par and accrued interest to 
the date fixed for redemption, on January 1 of the following years and in the following principal amounts: 

Series 2011A Bonds due January 1, 2040̂  
Year Principal Amount 

2032 
2033 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040" 

Final maturity. 
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Taxable Series 20I1B Bonds due January 1, 2042̂  
Year Principal Amount 

2041 $ 
2042* 

* Final maturity. 

Reduction of Mandatory Redemption Amowits. In connection with any mandatory redemption of 
Bonds of a series as described above, the principal amounts of Bonds of such series to be mandatorily 
redeemed in each year may be reduced through the earlier optional redemption thereof, with any partial 
optional redemptions of such Bonds of such series crcdued against future mandatory redemption 
requirements in such order of the mandatory redemption dates as an Authorized Officer may delennine. 
In addition, on or poor to the 60th day preceding any mandatory redemption date of Bonds of a series, the 
Bond Registrar may, and if directed by an Authorized Officer shall, purchase Bonds of such series 
required to be retired on such mandatory redemption date at such prices as an Authorized Officer shall 
determine. Any such Bonds so purchased shall be cancelled and the principal amount thereof shall be 
credited against the payment required on such next mandatory redemption date with respect to such series 
of Bonds. 

Selection of Bonds for Redemption. While the Series 2011A Bonds are registered in the book-
entry system and so long as DTC or a successor securities depository is the sole registered owner of the 
Series 201 lA Bonds, if less than all of the Series 2011A Bonds are to be redeemed prior to maturity, the 
particular Bonds or portions of such Series 2011A Bonds will be selected by lot by DTC or such 
successor securities depository in such manner as DTC or such successor securities depository may 
determine. See "THE BONDS — Book-Entry System." If the Series 2011A Bonds are not registered in 
the book-entry system, the following procedures for the selection of Series 2011A Bonds shall apply. If 
fewer than all of the outstanding Series 2011A Bonds are to be optionally redeemed, the Series 2011A 
Bonds to be called shall be called as may be determined by an Authorized Officer by lot. In the event of 
the redemption of less than all Series 2011A Bonds, the aggregate principal amount thereof to be 
redeemed shall be $5,000 or an integral multiple thereof, and the Bond Registrar shall assign to each 
Series 201 lA Bond a distinctive number for each $5,000 principal amount of such Series 2011A Bond 
and shall select by lot from the numbers so assigned as many numbers as, at $5,000 for each number, 
shall equal the principal amount of such Series 201 lA Bonds to be redeemed. The Series 201 lA Bonds 
to be redeemed shall be those to which were assigned numbers so selected; provided that only so much of 
the principal amount of each Series 201 l A Bond shall be redeemed as shall equal $5,000 for each number 
assigned to it and so selected. The City shall, at least 45 days prior to any optional redemption date 
(unless a shorter time period shall be satisfactory to the Bond Registrar), notify the Bond Registrar of 
such redemption date and of the principal amount of Series 2011A Bonds to be redeemed. 

While the Taxable Series 201 IB Bonds arc registered in the book-entry system and so long as 
DTC or a successor securities depository is the sole registered owner of such Taxable Series 201 IB 
Bonds, if less than all of the Taxable Series 201 IB Bonds are to be redeemed prior to maturity, the 
particular Taxable Series 2011B Bonds or portions thereof to be redeemed will be selected on a pro-rata 
pass-through distribution of principal basis in accordance with DTC procedures, provided that, so long as 
the Taxable Series 201 IB Bonds are registered in the book-entry system, the selection for redemption of 
such Taxable Series 201 IB Bonds will be made in accordance with the operational arrangements of DTC 
then in effect and, if the DTC operational arrangements do not allow for redemption on a pro-rata pass-
through distribution of principal basis, the Taxable Series 201 IB Bonds subject to redemption will be 
selected for redemption, in accordance with DTC procedures, by lot. 
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It is the City's intent that Taxable Series 201 IB Bonds redemption allocations made by DTC, the 
DTC Participants or such other intermediaries that may exist between the City and the Beneficial Owners 
be made on a pro-rata pass-through distribution of principal basis as described above. However, none of 
the City, the Underwriters or the Bond Registrar can provide any assurance that DTC, DTC's Participants 
or any other intermediary will allocate the redemption of Taxable Series 201 IB Bonds on such basis. If 
the DTC operational arrangements do not allow for the redemption of the Taxable Series 201 IB Bonds on 
a pro-rata pass-through distribution of principal basis as discussed above, then the Taxable Series 201 IB 
Bonds will be selected for redemption in accordance with DTC procedures, by lot. 

If the Taxable Series 201 IB Bonds are not registered in the book-entry system, any redemption of 
less than all of the Taxable Series 201 IB Bonds will be allocated by the Bond Registrar among the 
registered owners of the Taxable Series 201 IB Bonds on a pro-rata basis. 

Notice of Redemption. Unless waived by any owner of the Bonds to be redeemed, notice of the 
call for any redemption of such Bonds will be given by the Bond Registrar on behalf of the City by 
mailmg the redemption notice by fust class mail at least 30 days and not more than 60 days prior to the 
date fixed for redemption to the registered owner of the Bond or Bonds to be redeemed at the address 
shown on the registration books of the Bond Registrar or at such other address as is furnished in writing 
by such registered owner to the Bond Registrar but the failure to mail any such notice or any defect 
therein as to any Bond shall not affect the validity of the proceedings for the redemption of any other 
Bond. Any notice of redemption mailed as described in this paragraph will be conclusively presumed to 
have been given whether or not actually received by the addressee. With respect to an optional 
redemption of any series of Bonds, such notice may state that said redemption is conditioned upon the 
receipt by the Bond Registrar on or pnor to the date fixed for redemption of moneys sufficient to pay the 
redemption price of Bonds of such series. If such moneys arc not so received, such redemption notice 
will be of no force and effect, the City will not redeem such Bonds and the Bond Registrar will give 
notice, in the same manner in which the notice of redemption was given, that such moneys were not so 
received and that such Bonds will not be redeemed. Unless the notice of redemption is made conditional 
as described above, on or prior to any redemption date, the City is required to deposit with the Bond 
Registrar an amount of money sufficient to pay the redemption price of all the Bonds or portions thereof 
of such series which are to be redeemed on that date. 

Notice of redemption having been given as described above, the Bonds, or portions thereof, to be 
redeemed shall, on the redemption date, become due and payable at the redemption price specified in such 
notice, and from and after such date (imless the City shall default in the payment of the redemption price 
or unless, in the event of a conditional notice as described above, the necessary moneys were not 
deposited) such Bonds, or portions thereof, shall cease to bear or accme interest. 

Book-Entry System 

General 

The following information concerning DTC has been furnished by DTC for use in this Official 
Statement and neither the City nor any Underwriter takes any responsibility for its accuracy or 
completeness. 

DTC will act as securities depository for the Bonds. The Bonds will be issued as fiilly-registered 
securities registered in the name of Cede & Co. (DTC's partnership nommee) or such other name as may 
be requested by an authorized representative of DTC. One fully-registered Bond certificate will be issued 
for each maturity of each series of the Bonds, each in the aggregate principal amount of such maturity, 
and will be deposited with DTC. 
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DTC, the world's largest securities depository, is a limited-purpose trust company organized 
under the New York Banking Law, a "banking organization" within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning of 
the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions 
of Section I7A of the Securities Exchange Act of 1934 (the "Exchange Act"). DTC holds and provides 
asset servicing for over 3.5 million issues of U.S. and non-U,S. equity issues, corporate and municipal 
debt issues, and money market instmments (from over 100 countries) that DTC's participants ("Direct 
Participants") deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants 
of sales and other securities transactions in deposited securities, through electronic computerized book-
cnirv transfers aiui pledges beiween Direct Participants" accounts, "fhis eliminates the need for physical 
movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers 
and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a 
wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC is the 
holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing 
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated 
subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S. 
securities brokers and dealers, banks, tmst companies, and clearing corporations that clear through or 
maintain a custodial relationship with a Direct Participant, either directly or indirectly ("Indirect 
Participants"). DTC has Standard & Poor's rating of AA+. The DTC Rules applicable to its Participants 
are on file with the Securities and Exchange Commission (the "Commission"). More information about 
DTC can be found at wv/w.dtcc.eom. 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC's records. The ownership interest of each actual 
purchaser of each Bond ("Beneficial Owner") is in turn to be recorded on the Direct and Indirect 
Participants' records. Beneficial Owners will not receive written confirmation from DTC of their 
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of 
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the 
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on 
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership 
interests in the Bonds, except in the event that use of the Book-Entry System for the Bonds is 
discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC's partnership nominee. Cede & Co., or such other name as may be 
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration 
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. 
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect only the 
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be 
the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account 
of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. 

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue are being 
redeemed, DTC's usual practice is to determine by lot the amount of the interest of each Direct 
Participant in such issue to be redeemed. In accordance with DTC's procedures, the City has directed the 
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Bond Registrar to notify DTC that m the event that less than all of the Taxable Series 201 IB Bonds are 
redeemed any such redemption shall be on a pro-rata basis. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
Bonds unless authorized by a Direct Participant m accordance with DTC's MMI Procedures. Under its 
usual procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record date. The 
Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose 
accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

Redemption proceeds and principal and interest payments on the Bonds will be made to Cede & 
Co., or such other nominee as may be requested by an authorized representative of DTC. DTC's practice 
is to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail 
information from the City or Bond Registrar, on payable date in accordance with their respective holdings 
shown on DTC's records. Payments by Participants to Beneficial Owners will be governed by standing 
mstmcfions and customary practices, as is the case with securifies held for the accounts of customers in 
bearer form or registered in "street name," and will be the responsibility of such Participant and not of 
DTC, the Bond Registrar, or the City, subject to any stamtory or regulatory requirements as may be in 
effect from time to time. Payment of redemption proceeds and principal and interest payments to Cede & 
Co. (or such other nominee as may be requested by an authorized representative of DTC) is the 
responsibility of the City or Bond Registrar, disbursement of such payments to Direct Participants will be 
the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the 
responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as depository with respect to the Bonds at any time 
by giving reasonable notice to the City or Bond Registrar. Under such circumstances, in the event that a 
successor depository is not obtained. Bond certificates are required to be printed and delivered. 

Discontinued Use of Book-Entry System 

The City may decide to discontinue use of the system of book entry only transfers through DTC 
(or a successor securities depository). In that event, Bond certificates will be printed and delivered to 
DTC. 

Procedures May Change 

Although DTC has agreed to these procedures in order to facilitate transfers of securities among 
DTC and its Participants, DTC is under no obligation to perform or continue to perform these procedures 
and these procedures may be discontinued and may be changed at any time by DTC. 

The information in this section concerning DTC and the Book-Entry System has been obtained 
from sources that the City believes to be reliable, but neither the City nor any Underwriter takes any 
responsibility for the accuracy thereof 

Additional Information 

For every transfer and exchange of the Bonds, DTC, the Bond Registrar and the Participants may 
charge the beneficial owner a sum sufficient to cover any tax, fee or other charge that may be imposed in 
relation thereto. 

NEITHER THE CITY NOR THE BOND REGISTRAR WILL HAVE A N Y RESPONSIBILITY 
OR OBLIGATION TO A N Y PARTICIPANTS, OR TO THE PERSONS FOR WHOM THEY ACT AS 
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NOMINEES WITH RESPECT TO THE BONDS, OR TO ANY BENEFICIAL OWNER IN RESPECT 
OF THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY PARTICIPANT OR 
INDIRECT PARTICIPANT OF ANY AMOUNT IN RESPECT OF THE PRINCIPAL OR INTEREST 
ON THE BONDS, OR ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO BE GIVEN WITH 
RESPECT TO THE BONDS, INCLUDING ANY NOTICE OF REDEMPTION, THE SELECTION OF 
SPECIFIC BONDS FOR REDEMPTION, OR ANY OTHER ACTION TAKEN, BY DTC AS 
REGISTERED OWNER OF THE BONDS. 

In reading this Official Statement it should be understood that while the Bonds are in the Book-
Entry System, references in other sections of this Olfieial Staiement to icgistcied o\\'neis should be lead 
to include the person for which a Participant acquires an interest in the Bonds, but (a) ail rights of 
ownership must be exercised tlirough DTC and the Book-Entry System, and (b) notices that are to be 
given to registered owners will be given only to DTC. 

Bonds Not Presented for Payment 

If any Bond is not presented for payment when the principal amount thereof becomes due, either 
at maturity or at a date fixed for redemption thereof or otherwise, and if moneys sufficient to pay such 
Bond are held by the Bond Registrar for the benefit of the registered owner of such Bond, the Bond 
Registrar shall hold such moneys for the benefit of the registered owner of such Bond without liability to 
the registered owner for interest. The registered owner of such Bond thereafter shall be restricted 
exclusively to such funds for satisfaction of any claims relating to such Bond. 

Defeasance 

If payment or provision for payment is made, to or for the registered owners of all or a portion of 
the Bonds, and the principal of and interest due and to become due on any Bond at the times and in the 
manner stipulated therein, and there is paid or caused to be paid to the Bond Registrar or such bank or 
tmst company as shall be designated by an Authorized Officer (such bank or trust company hereinafter 
referred to as a "Defeasance Escrow Agent"), all sums of money due and to become due according to the 
provisions of the Ordinance, then the Ordinance and the estate and rights granted by the Ordinance shall 
cease, terminate and be void as to those Bonds or portions thereof except for purposes of registration, 
transfer and exchange of Bonds and any such payment from such moneys or obligations. 

Any Bond shall be deemed to be paid within the meaning of the Ordinance when payment of the 
principal of any such Bond, plus interest thereon to the due date thereof (whether such due date be by 
reason of maturity or upon redemption as provided in the Ordinance or otherwise), either (a) shall have 
been made or caused to have been made in accordance with the terms thereof, or (b) shall have been 
provided for by irrevocably depositing with the applicable Bond Registrar or a Defeasance Escrow Agent, 
in trust and exclusively for such payment, (1) moneys sufficient to make such payment or (2)(A) direct 
obligations of the United States of America; (B) obligations of agencies of the United States of America, 
the timely payment of principal of and interest on which are guaranteed by the United States of America; 
(C) obligations of the following agencies: Federal Home Loan Mortgage Corp. (FHLMC) debt 
obligations. Farm Credit System (formerly: Federal Land Banks, Federal Intermediate Credit Banks, and 
Banks for Cooperatives) debt obligations. Federal Home Loan Banks (FHL Banks) debt obligations, 
Faimie Mae debt obligations. Financing Corp. (FICO) debt obligations. Resolution Funding Corp. 
(REFCORP) debt obligations, and U.S. Agency for Intemational Development (U.S. A.I.D.) Guaranteed 
notes; (D) pre-refunded municipal obligations defmed as follows: any bonds or other obligations of any 
state of the United States of America or of any agency, instrumentality or local governmental unit of any 
such state which are not callable at the option of the obligor prior to maturity or as to which irrevocable 
instmctions have been given by the obligor to call on the date specified in the notice; or (E) instruments 
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evidencmg an ovmership interest in obligations described ui the preceding clauses (A), (B) and (C), or (3) 
a combination of the investments described in clauses (1) and (2) above, such amounts so deposited being 
available or maturing as to principal and interest in such amounts and at such times, without consideration 
of any reinvestment thereof, as will insure the availability of sufficient moneys to make such payment (all 
as confirmed by a nationally recognized firm of independent public accountants). At such times as a 
Bond shall be deemed to be paid under the Ordinance, it shall no longer be secured by or entitled to the 
benefits of the Ordinance, except for the purposes of registration, transfer and exchange of Bonds and any 
such payment from such moneys or obligations. 

Registration and Transfers 

The books for the registration and for the transfer of each series of Bonds will be kept at the 
designated corporate trust office of the Bond Registrar. See "THE BONDS — Book-Entry System" for a 
discussion of registration and transfer of the beneficial ownership interests in Bonds while they are in the 
Book-Entry System. The following provisions relate to the registration and transfer of Bonds when the 
Bonds are in certificated form. 

Upon surrender for transfer of any Bond at the designated corporate tmst office of the Bond 
Registrar, duly endorsed by, or accompanied by a written instrument or instruments of transfer in form 
safisfactory to the Bond Registrar and duly executed by the registered owner or its attorney duly 
authorized in writing, the City shall execute and the Bond Registrar shall authenticate, date and deliver in 
the name of the transferee or transferees one or more fully registered Bonds of the same series, interest 
rate and maturity of authorized denominations, for a like principal amount. Any Bond or Bonds may be 
exchanged at said office of the Bond Registrar for a like aggregate pnncipal amount of Bonds of the same 
series, interest rate and maturity of other authorized denominations. 

No service charge shall be made for any transfer or exchange of Bonds, but the City or the Bond 
Registrar may require payment of a sum sufficient to cover any tax or other governmental charge that 
may be imposed in connection with any transfer or exchange of Bonds, except that no such payment may 
be required in the case of the issuance of a Bond or Bonds for the unredeemed portion of a Bond 
surrendered for redemption. 

The Bond Registrar shall not be required to fransfer or exchange (a) any Bond after nofice calling 
such Bond for redemption has been mailed, or (b) any Bond during a period of 15 days next preceding 
mailing of a notice of redemption of such Bond. 

Registered Owner Treated as Absolute Owner 

The person in whose name any Bond shall be registered shall be deemed and regarded as the 
absolute owner thereof for all purposes, and payment of the principal of, redemption premium, if any, or 
interest on any Bond, as appropriate, shall be made only to or upon the order of the registered owner 
thereof or its legal representative. All such payments shall be valid and effectual to satisfy and discharge 
the liability upon such Bond to the extent of the sum or sums so paid. 

SECURITY FOR THE BONDS 

General Obligation of the City 

The Bonds are direct and general obligations of the City and shall be payable, as to principal and 
interest, from any moneys, revenues, receipts, income, assets or funds of the City legally available for 
such purpose, including, but not limited to, the proceeds of a direct annual tax levied by the City in the 
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Ordinance upon all taxable property located in the City sufficient to pay the principal of and interest on 
the Bonds. The City has pledged its full faith and credit to the payment of the Bonds. See APPENDIX B 
— "FINANCL^L AND OTHER CITY INFORMATION — Property Tax Supported Bonded Debt — 
Debt Service Schedule." In addition to the Bonds, the City has other direct and general obligations 
previously issued and outstanding under separate ordinances adopted by the City Council. See 
APPENDIX B — "FINANCIAL AND OTHER CITY INFORMATION — Property Tax Supported 
Bonded Debt — Computation of Direct and Overlapping Bonded Debt." 

Under the Ordinance, the City is obligated to appropriate amounts sufficient to pay principal of 
and interest on tlie Bonds for the years sueh amounts are due, and the Ciiy eo\cnaius in ilie Ordniance lo 
take timely action as required by law to carry out such obligation, but, if for any such year the City faii^ to 
do so, the Ordinance constitutes a continuing appropriation of such amounts without any further action by 
the City. 

If the taxes to be applied to the payment of the Bonds are not available in time to make any 
payments of principal of or interest on the Bonds when due, then the appropriate fiscal officers of the City 
are directed in the Ordinance to make such payments from any other moneys, revenues, receipts, income, 
assets or flinds of the City that are legally available for that purpose in advancement of the collection of 
such taxes. 

Property Tax Limit Considerations 

The City. In 1993, the City Council adopted an ordinance (the "City Tax Limitation Ordinance") 
limiting the City's aggregate property tax levy for any one year to an amount equal to the prior year's 
aggregate property tax levy (subject to certain adjustments) plus the lesser of five percent or the increase 
in the Consumer Price Index. The City Tax Limitation Ordinance also established a safe harbor amount 
for each year equal to a specified 1994 base amount increased annually by the lesser of five percent or the 
increase in the Consumer Price Index. See APPENDIX A — "REAL PROPERTY TAX SYSTEM AND 
LIMITS — Property Tax Lunit Considerations — The City." Pursuant to the Ordinance, the taxes levied 
by the City for the payment of principal and interest on the Bonds are not subject to the limitations 
contained in the City Tax Limitation Ordinance. 

State of Illinois. The City continues to be excluded from property tax limits imposed by the State 
on non-home mle units of local govemment in Cook County and the five adjacent counties. The property 
tax limitations imposed by the State differ from those contained in the City Tax Limitation Ordinance. 
There can be no assurance that legislation applying such property tax limitations to the City will not be 
enacted by the Illinois General Assembly. For additional information, see "THE CITY" and APPENDIX 
A — "REAL PROPERTY TAX SYSTEM AND LIMITS — Property Tax Limit Considerafions — State 
of Illinois." 

Additional General Obligation Debt 

The City may issue from time to time notes and bonds that are general obligations of the City and 
that are secured by the full faith and credit of the City, which may or may not be subject to the provisions 
of the City Tax Limitation Ordinance. 

The City has entered into a note purchase agreement for the sale of $70,425,000 aggregate 
principal amount of City of Chicago General Obligation Notes, Taxable Fixed Rate Series 2011 due 
December 5,2012 (the "2011 Fixed Rate Notes"). The closing of the sale of the 2011 Fbted Rate Notes is 
subject to the satisfaction of conditions set forth in the note purchase agreement for the Fixed Rate Notes. 
Proceeds of the 2011 Fixed Rate Notes, if and when issued, will be used to pay amounts appropriated by 
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the City for the year 2011 from the City's Chicago Public Library (Maintenance and Operations Fund) 
and Chicago Public Library (Building and Sites) Fund. The City also expects to issue in the fourth 
quarter of 2011 sales tax revenue bonds ("2011 Sales Tax Revenue Bonds"), a portion of the proceeds of 
which is expected to be used to refund certain outstanding general obligation debt of the City. See 
APPENDIX B — "FINANCIAL AND OTHER CITY INFORMATION — Debt Service Schedule." 

LITIGATION 

There is no litigation pending in any court or, to the knowledge of the City, threatened, 
questioning the corporate existence of the City, or which would restrain or enjoin the issuance or delivery 
of the Bonds, or which concerns the proceedings of the City taken in connection with the Bonds or the 
City's pledge of its full faith, credit and resources to the payment of the Bonds. 

The City is a defendant in various pending and threatened individual and class action litigation 
relating principally to claims arising from contracts, personal injury, property damage, police conduct, 
discrimination, civil rights actions and other matters. The City believes that the ultimate resolufion of 
these matters will not have a material adverse effect on the financial position of the City. 

Property Tax Rate Objections: 2004-2008. The City's property tax levies for 2004 through 2008 
varied between approximately $720 million and $834 million annually, excluding the School Building 
and Improvement Fund levy. Sec APPENDIX B — "FFNANCIAL AND OTHER CITY 
INFORMATION—Property Tax Levies by Fund." Objections have been filed in the Circuit Court of 
Cook County (the "Circuit Court") to these levies, which objections remain pending. The City is unable 
to predict the outcome of the proceedings conceming the objections. 

E2 Nightclub Litigation. The City is a defendant in 57 wrongfiil death and personal injury 
lawsuits arising out of a stampede of patrons at the E2 Nightclub on February 17, 2003. The cases allege 
that the City, in a number of ways, engaged in conduct that contributed to the injuries or deaths. The 
Circuit Court denied the City's motion to dismiss the cases, but certified three questions of law for 
interlocutory appeal to the Illinois appellate court. Upon review, the appellate court addressed one of the 
questions so certified and found that the City is immune from liability for its alleged failure to enforce 
laws or court orders or to provide police protection, effectively resolving all three questions in the City's 
favor. The plaintiffs filed a petifion for leave to appeal to the Illinois Supreme Court for further review. 
In a September 24, 2008 order, the Supreme Court denied the plaintiffs petition and let stand the 
appellate court's favorable decision. Effectively, the vast majority of issues in the case have been 
resolved in the City's favor. There is only one issue remaining before the Circuit Court. As to that issue, 
the City previously filed a summary judgment motion, and the parties have fully briefed it. The City 
carmot predict whether the Circuit Court will grant the City's motion; regardless, the City will continue to 
defend each case vigorously. 

Parking Meters Litigation. On December 4, 2008, the City entered into the Chicago Metered 
Parking System Concession Agreement (the "Agreement") with Chicago Parking Meters, LLC (the 
"Concessionaire"), whereby the Concessionaire paid the City approximately $1,151 billion, and the City 
granted the Concessionaire the right to operate the City's metered parking system, including the right to 
collect revenues derived from the metered parking spaces. The City Comptroller (along with the State's 
Comptroller) has been named as a defendant in a case brought by the Independent Voters of Illinois 
Independent Precinct Organization and an individual plaintiff, argumg that certain provisions of the 
Agreement are illegal or unconstitutional, and requesting that the City and the State be enjoined fi-om 
making certain expendihjres in coimection with the City's metered parking system. On November 4, 
2010, the Circuit Court granted in part, and denied in part, the City's motion to dismiss the plaintiffs' 
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second amended complaint. While the City cannot predict the outcome of this litigation, the City will 
continue to defend the case vigorously. 

Automated Red-Light Ticketing Litigation. In July 2010, individual plaintiffs, seeking to maintain 
a class action, filed suit against the City and other defendants in the Circuit Court. The plaintiffs allege 
that the State statute governing the use of automated red-light ticketing systems violates several 
provisions of the State Constitution, and that all sueh systems are therefore unlawfiil. The alleged 
grounds are that the State statute constitutes special legislation, violates the uniformity requirement, and 
violates equal protection because most of the State's African-American population lives in the eight 
counties eo\'ered by the suuute. Plaintiffs seek lo enjoin the operation of the City's red-figiit ticketing 
system, along with all otiiers, and restitution of fines paid. In August 2011, the Circuit Court granted the 
City's motion to dismiss the ease in its entirety, ruling that plaintiffs lacked standing to make certain of 
their claims and that other claims were legally deficient. Plaintiffs appealed this ruling and the matter is 
now pending in the Illinois Appellate Court. It is not known when the appeal will be decided. The City 
will continue to defend this matter vigorously. 

Firefighter Hiring Process Litigation. A class action was filed challenging the 1995 examination 
the City used as the first step of the hiring process for firefighter candidates. The City admitted in the 
district court that the examination had a disparate impact on African-American candidates but argued that 
the ease was filed too late. The City also defended the examination on the basis that it was job-related 
and valid, and that the cut-off score was consistent with business necessity. The district court rejected all 
these defenses and entered judgment against the City. The court of appeals reversed, agreeing that the 
case was filed too late. The Supreme Court then reversed and remanded the case to the court of appeals, 
which found that the first class of hires (21 individuals) filed their claims too late but not subsequent 
classes. The court of appeals remanded the case to the district court to determine damages and to oversee 
the plan for the hire of 11 i candidate firefighters by the City. 

Parking Garages Arbitration Claim. On November 3, 2006, the City entered into the Chicago 
Downtown Public Parking System Concession and Lease Agreement (the "Lease Agreement") with 
Chicago Loop Parking, LLC ("CLP"), by which CLP was granted a 99-year concession to operate the 
public parking garages commonly referred to as Millennium Park, Grant Park North, Grant Park South 
and East Monroe (collectively the "CLP Garages"). The Lease Agreement includes a provision by which 
certain events can require the City to compensate CLP. One of those events is the granting of a license 
for the operation of a public garage that was not in existence as of the date of the Lease Agreement, 
within a certain distance from the CLP Garages. CLP has asserted a claim under that provision. Pursuant 
to the Lease Agreement, the matter is now before the American Arbitration Association for arbitration. 
The City is actively defending the case and cannot predict the outcome at this time. 

INDEPENDENT AUDITORS 

The basic financial statements of the City as of and for the year ended December 31, 2010, 
included in APPENDIX C to this Official Statement, have been audited by Deloitte & Touche LLP, 
independent auditors, as stated in their report appearing in APPENDIX C that was modified to include a 
reference to other auditors and to include an emphasis of a matter paragraph related to the adoption of 
Statement No. 53 of the Governmental Accounting Standards Board, Accounting and Financial Reporting 

for Derivative Instruments. 
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RATINGS 

The Bonds are rated "Aa3" (Stable Outlook) by Moody's Investors Service, Inc., "A+" (Stable 
Outlook) by Standard & Poor's, a division of The McGraw-Hill Companies, Inc., and " A A - " (Stable 
Outlook) by Fitch, Inc., based upon each ratmg agency's assessment of the creditworthiness of the City. 
A rating reflects only the view of the raring agency giving such rating. An explanation of the significance 
of such rating may be obtained from such organization. There is no assurance that any rating will 
continue for any given period of time or that any rating will not be revised downward or withdrawn 
entuely if, in the judgment of the rating agency, circumstances so warrant. Any such downward revision 
or withdrawal of a rating may have an adverse effect on the price at which the Bonds may be resold. 

FINANCIAL ADVISOR 

The City has retained A.C. Advisory, Inc. to act as financial advisor (the "Financial Advisor") in 
coimection with the issuance and sale of the Bonds. Under the terms of its engagement, the Financial 
Advisor will deliver a letter to the City regarding the fairness of the purchase price paid by the 
Underwriters to the City for the Bonds. Under the terms of its engagement, the Financial Advisor is not 
obligated to undertake, and has not undertaken to make, an independent verification of, or to assume 
responsibility for the accuracy, completeness or fairness of the information contained in this Official 
Statement. 

UNDERWRITING 

The Underwriters have agreed, subject to certain conditions, to purchase the Series 2011A Bonds 
at a price equal to $ (which represents the aggregate principal amount of the Series 
2011A Bonds less an Underwriters' discount of $ and plus/minus a net offering 
premium/discoimt of $ ), and the Taxable Series 201 IB Bonds at a price equal to 
$ (which represents the aggregate principal amount of the Taxable Series 201 IB Bonds 
less an Underwriters' discount of $ ). 

The obligation of the Underwriters to accept delivery of the Bonds is subject to various 
conditions set forth in a Bond Purchase Agreement between the Underwriters and the City. The 
Underwriters are obligated to purchase all of the Bonds if any of the Bonds are purchased. 

BMO Capital Markets is the trade name for certain capital markets and investment banking 
•services of Bank of Montreal and its subsidiaries, including BMO Capital Markets GKST Inc. which is a 
direct, wholly-owned subsidiary of BMO Financial Corp. which is itself a wholly-owned subsidiary of 
Bank of Montreal. 

TAX MATTERS 

The Series 2011A Bonds 

Federal tax law contains a number of requirements and restrictions which apply to the Series 
2011A Bonds, including investment restricdons, periodic payments of arbitrage profits to the United 
States, requirements regarding the proper use of bond proceeds and the facilities fmanced therewith, and 
certain other matters. The City has covenanted to comply with all requu-ements that must be satisfied in 
order for the interest on the Series 2011A Bonds to not be includable in gross income for federal income 
tax purposes. Failure to comply with certain of such covenants could cause interest on the Series 20IIA 



Bonds to not be excludable from gross income for federal income tax purposes retroactively lo the date of 
issuance of the Series 2011A Bonds. 

Subject to the City's compliance with the above referenced covenants, under present law, in the 
opinion of Co-Bond Counsel, interest on the Series 2011A Bonds is not includable in gross income of the 
owners thereof for federal income tax purposes and is not included as an item of tax preference in 
computing the federal alternative minimum tax for individuals and corporations, but interest on the Scries 
2011A Bonds is taken into account, however, in computing an adjustment used in determining the federal 
alternative minimum tax for certain corporations. 

In rendering its opinion, Co-Bond Counsel will rely upon certifications of the City with respect lo 
certain material facts within the City's knowledge. Co-Bond Counsel's opinions represent its legal 
judgment based upon its review of the law and the facts that it deems relevant to render such opinion and 
is not a guarantee of a result. 

The Internal Revenue Code of 1986, as amended (the "Code"), includes provisions for an 
alternative minimum tax ("AMT") for corporations in addition to the corporate regular tax in certain 
cases. The AMT, if any, depends upon the corporation's alternative minimum taxable income ("AMTI"), 
which is the corporation's taxable income with certain adjustments. One of the adjustment items used in 
computing the AMTI of a corporation (with certain exceptions) is an amount equal to 75% of the excess 
of such corporation's "adjusted current earnings" over an amount equal to its AMTI (before such 
adjustment item and the alternative tax net operating loss deduction). "Adjusted eurtent earnings" would 
include certain tax exempt interest, including interest on the Series 2011A Bonds. 

Ownership of the Series 2011A Bonds may result in collateral federal income tax consequences 
to certain taxpayers, including, without limitation, corporations subject to the branch profits tax, financial 
institutions, certain insurance companies, certain S corporations, individual recipients of Social Security 
or Railroad Retirement benefits and taxpayers who may be deemed to have incurted (or continued) 
indebtedness to purchase or cany tax exempt obligations. Prospective purchasers of the Scries 2011A 
Bonds should consult their tax advisors as to applicability of any such collateral consequences. 

The issue price (the "Issue Price") for each maturity of the Scries 201 lA Bonds is the price at 
which a substantial amount of such mamrity of the Scries 2011A Bonds is first sold to the public. The 
Issue Price of a maturity of the Series 2011A Bonds may be different from the price set forth, or the price 
corresponding to the yield set forth, on the inside cover page hereof. 

If the Issue Price of a mamrity of the Series 2011A Bonds is less than the principal amount 
payable at maturity, the difference between the Issue Price of each such maturity, if any, of the Series 
201 lA Bonds (the "OID Bonds") and the principal amount payable at maturity is original issue discount. 

For an investor who purchases an OID Bond in the initial public offering at the Issue Price for 
such mamrity and who holds such OID Bond to its stated maturity, subject to the condition that the City 
complies with the covenants discussed above, (a) the fiiU amount of original issue discount with respect to 
such OID Bond constitutes interest which is not includable in gross income of the owner thereof for 
federal income tax purposes; (b) such owner will not realize taxable capital gain or market discount upon 
payment of such OID Bond at its stated mamrity; (c) such original issue discount is not included as an 
item of tax preference in computing the alternative minimum tax for individuals and corporations imder 
the Code, but is taken into account m computing an adjustment used in determining the alternative 
minimum tax for certain corporations under the Code, as described above; and (d) the accretion of 
original issue discount in each year may result in an alternative minimum tax liability for corporations or 
certain other collateral federal income tax consequences in each year even though a corresponding cash 
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payment may not be received until a later year. Based upon the stated position of the Illinois Department 
of Revenue under Illinois income tax law, accreted original issue discount on such OID Bonds is subject 
to taxation as it accretes, even though there may not be a corresponding cash payment until a later year. 
Owners of OID Bonds should consult their own tax advisors with respect to the state and local tax 
consequences of original issue discount on such OID Bonds. 

Ovmers of Series 201 l A Bonds who dispose of Series 2011A Bonds prior to the stated maturity 
(whether by sale, redemption or otherwise), purchase Series 2011A Bonds in the inifial public offering, 
but at a price different from the Issue Price or purchase Series 2011A Bonds subsequent to the inifial 
public offering should consult their own tax advisors. 

If a Series 201 l A Bond is purchased at any time for a price that is less than the Series 2011A 
Bond's stated redemption price at maturity or, in the case of an OID Bond, its Issue Price plus accreted 
original issue discount (the "Revised Issue Price"), the purchaser will be treated as having purchased a 
Series 201 l A Bond with market discount subject to the market discount rules of the Code (unless a 
stamtory de minimis rule applies). Accrued market discount is treated as taxable ordinary income and is 
recognized when a Series 201 l A Bond is disposed of (to the extent such accrued discount does not 
exceed gain realized) or, at the purchaser's elecfion, as it accrues. Such treatment would apply to any 
purchaser who purchases an OID Bond for a price that is less than its Revised Issue Price. The 
applicability of the market discount rules may adversely affect the liquidity or secondary market price of 
such Series 2011A Bond. Purchasers should consult their own tax advisors regarding the potential 
implications of market discount with respect to the Series 201 l A Bonds. 

An investor may purchase a Series 201 l A Bond at a price in excess of its stated principal amount. 
Such excess is characterized for federal income tax purposes as "bond premium" and must be amortized 
by an investor on a constant yield basis over the remaining term of the Series 2011A Bond in a manner 
that takes into account potential call dates and call prices. An investor cannot deduct amortized bond 
premium relating to a tax exempt bond. The amortized bond premium is treated as a reduction in the tax 
exempt interest received. As bond premium is amortized, it reduces the investor's basis in the Series 
201 l A Bond. Investors who purchase a Series 201 l A Bond at a premium should consult their own tax 
advisors regarding the amortization of bond premium and its effect on the Series 201 l A Bond's basis for 
purposes of computing gain or loss in connection with the sale, exchange, redemption or early retirement 
of the Series 2011A Bond. 

There are or may be pending in the Congress of the United States legislative proposals, including 
some that carry retroactive effective dates, that, if enacted, could alter or amend the federal tax matters 
referted to above or affect the market value of the Series 201 l A Bonds. Il cannot be predicted whether or 
in what form any such proposal might be enacted or whether, if enacted, it would apply to bonds issued 
prior to enactment. Prospective purchasers of the Series 2011A Bonds should consult their own tax 
advisors regarding any pending or proposed federal tax legislation. Co-Bond Counsel express no opinion 
regarding any pending or proposed federal tax legislation. 

The Intemal Revenue Service (the "Service") has an ongoing program of auditing tax exempt 
obligations to determine whether, in the view of the Service, interest on such tax exempt obligations is not 
excludable from gross income of the owners thereof for federal income tax purposes. It caimot be 
predicted whether or not the Service will commence an audit of the Series 201 l A Bonds. If an audit is 
commenced, under current procedures the Service may treat the City as a taxpayer and the Series 2011A 
Bondholders may have no right to participate in such procedure. The commencement of an audit could 
adversely affect the market value and hquidity of the Series 2011A Bonds xmtil the audit is concluded, 
regardless of the ultimate outcome. 
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Payments of interest on, and proceeds of the sale, redemption or mamrity of, tax exempt 
obligations, including the Series 2011A Bonds, are in certain cases required to be reported to the Service. 
Additionally, backup withholding may apply to any such payments to any Series 201 lA Bond owner who 
fails to provide an accurate Form W 9 Request for Taxpayer Identification Number and Certification, or a 
substantially identical form, or to any Series 201 l A Bond owner who is notified by the Service of a 
failure to report any interest or dividends required to be shown on federal income tax remms. The 
reporting and backup withholding requirements do not affect the excludability of such interest from gross 
income for federal lax purposes. 

The Tavabic Series 2011B Bonds 

Interest on the Taxable Series 201 IB Bonds is not excludable from gross income of the owners 
thereof for federal income purposes. Ownership of the Taxable Series 201 IB Bonds may result in other 
federal income tax consequences to certain taxpayers. Taxable Series 201 IB Bondholders should consult 
their tax advisors with respect to the inclusion of interest on the Taxable Series 201 IB Bonds in gross 
income for federal income tax purposes and any collateral tax consequences. 

State and Local Considerations 

Interest on the Bonds is not exempt from present State of Illinois income taxes. Ownership of the 
Bonds may result in other state and local tax consequences to certain taxpayers. Co-Bond Counsel 
express no opinion regarding any such collateral consequences arising with respect to the Bonds. 
Prospective purchasers of the Bonds should consult their tax advisors regarding the applicability of any 
such state and local taxes. 

APPROVAL OF L E G A L MATTERS 

Certain legal matters incident to the authorization, issuance and sale of the Bonds are subject lo 
the approving legal opinions of Co-Bond Counsel, who have been retained by, and act as, Bond Counsel 
to the City. Except as noted below, Co-Bond Counsel have not been retained or consulted on disclosure 
matters and have not undertaken lo review or verify the accuracy, completeness or sufficiency of this 
Official Statement or other offering material relating to the Bonds and assume no responsibility for the 
statements or information contained in or incorporated by reference in this Official Statement, except that 
Co-Bond Counsel have, at the request and for the benefit of the City, reviewed only those portions of the 
Official Statement involving the description of the Bonds, the security for the Bonds (excluding forecasts, 
projections, estimates or any other fmancial or economic information in connection therewith) and the 
description of the federal tax status of interest on the Bonds. This review was undertaken solely at the 
request of the City and did not include any obligation to establish or confirm factual matters set forth 
herein. Certain legal matters will be passed on for the City by its Corporation Counsel. Certain legal 
matters will be passed on for the Underwriters by Duane Morris LLP, Chicago, Illinois, and Hardwick 
Law Firm, LLC, Chicago, Illinois, Co-Underwriters' Counsel. Chapman and Cutler LLP, Chicago, 
Illinois, will also serve in a separate capacity as Special Disclosure Counsel to the City with respect to 
pension disclosure matters. 

SECONDARY M A R K E T DISCLOSURE 

The City will enter into a Continuing Disclosure Undertaking (the "Undertaking") for the benefit 
of the beneficial owners of the Bonds to send certain informafion annually and to provide notice of certain 
events to the Municipal Securities Rulemaking Board (the "MSRB") pursuant to the requirements of 
Section (b)(5) of Rule 15e2-12 (the "Rule") adopted by the Commission under the Exchange Act. The 
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MSRB has designated its Electronic Municipal Market Access system, known as EMMA, as the system 
to be used for continuing disclosures to investors. The information to be provided on an armual basis, the 
events that will be noticed on an occurrence basis and a summary of other terms of the Undertaking, 
including termmation, amendment and remedies, are set forth below. 

A failure by the City to comply with the Undertaking will not constitute a default under the 
Bonds or the Ordinance and beneficial owners of the Bonds are limited to the remedies described in the 
Undertaking. See "— Consequences of Failure of the City to Provide Information" under this caption. A 
failure by the City to comply with the Undertaking must be reported in accordance with the Rule and 
must be considered by any broker, dealer or municipal securities dealer before recommending the 
purchase or sale of the Bonds in the secondary market. Consequently, sueh a failure may adversely affect 
the transferability and liquidity of the Bonds and their market price. 

The following is a brief summary of certain provisions of the Undertaking of the City and does 
not purport to be complete. The statements made under this capfion are subject to the detailed provisions 
of the Undertaking, a copy of which is available upon request from the City. 

Annual Financial Information Disclosure 

The City covenants that it will disseminate its Annual Financial Information and its Audited 
Financial Statements (as described below) to the MSRB. The City is required to deliver such informafion 
so that the MSRB receives the information by the dates specified in the Undertaking. 

"Annual Financial Information" means information generally consistent with that contained under 
the caption "THE CITY — Corporate Fund" and in APPENDIX B — "FINANCIAL AND OTHER 
CITY INFORMATION," APPENDIX D — "ECONOMIC, DEMOGRAPHIC AND SUPPLEMENTAL 
INFORMATION (except for the informafion m APPENDIX D under the headings "— Economic 
Highlights" and "— 2012 Budget Proposal") and Tables l-II included in APPENDIX E — 
"RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS" (said tables collectively 
referted to as the "Third-Party Sourced Retirement Fund Tables"). The mformafion contained in the 
Third-Party Sourced Retirement Fund Tables is sourced from documents published by the Municipal 
Employees' Annuity and Benefit Fund of Chicago, the Policemen's Annuity and Benefit Fund of 
Chicago, the Firemen's Annuity and Benefit Fund of Chicago and the Laborers' and Retirement Board 
Employees' Annuity and Benefit Fund of Chicago, and the City takes no responsibility for the accuracy 
and completeness of such informafion. If the information contained in the Third-Party Sourced 
Retirement Fund Tables is no longer publicly available or is not publicly available in the form, manner or 
tune that the Aimual Financial Information is required to be disseminated by the City, the City shall, as 
part of its Annual Financial Information for the year in which such a lack of availability arises, include a 
statement to that effect and to the effect that it will promptly file such information as it becomes available. 

"Audited Financial Statements" means the audited basic financial statements of the City prepared 
in accordance with generally accepted accounting principles appHcable to governmental units as in effect 
fi-om time to time. 

Annual Financial Information exclusive of Audited Financial Statements will be provided to the 
MSRB not more than 210 days after the last day of the City's fiscal year, which currently is December 31. 
If Audited Financial Statements are not available when the Annual Financial Information is filed, 
unaudited financial statements will be included, and Audited Financial Statements will be filed when 
available. 
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Reportable Events Disclosure 

The City covenants that it will disseminate in a timely manner, not in excess of ten business days, 
to the MSRB the disclosure of the occurtence of a Reportable Event (defmed below). Certain Reportable 
Events are required to be disclosed only to the extent that such Reportable Event is material, as 
materiality is interpreted under the Exchange Act. The "Reportable Events," certain of which may not be 
applicable to the Bonds, arc: 

(a) principal and interest payment delinquencies; 

(b) non-payment related defaults, if material; 

(c) unscheduled draws on debt service reserves reflecting financial difficulties; 

(d) unscheduled draws on credit enhancements reflecting financial difficulties; 

(e) substitution of credit or liquidity providers, or their failure to perfomi; 

(f) adverse tax opinions, the issuance by the Intemal Revenue Service of proposed or final 
determinations of taxability, notices of proposed issue (IRS Form 5701-TEB) or other material notices or 
determinations with respect to the tax stams of the Series 2011A Bonds, or other material events affecting 
the tax status of the Series 2011A Bonds; 

(g) modifications to rights of security holders, material; 

(h) bond calls, if material, and tender offers; 

(i) defeasances; 

(j) release, substitution or sale of property securing repayment of the securities, if material; 

(k) rating changes; 

(1) bankruptcy, insolvency, receivership or similar event of the City (considered to have 
occurted in the following instances: the appointment of a receiver, fiscal agent or similar officer for the 
City in a proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal 
law in which a court or governmental authority has assumed jurisdiction over substantially all of the 
assets or business of the City, or if the jurisdiction of the City has been assumed by leaving the City 
Council and the City's officials or officers in possession but subject to the supervision and orders of a 
court or governmental authority, or the entry of an order confirming a plan of reorganization, arrangement 
or liquidation by a court or governmental authority having supervision or jurisdiction over substantially 
all of the assets or business of the City); 

(m) the consummation of a merger, consolidation, or acquisition involving the City or the sale 
of all or substantially all of the assets of the City, other than in the ordinary course of business, the entry 
mto a definitive agreement to undertake such an action or the terminafion of a definitive agreement 
relafing to any such actions, other than pursuant to its terms, if material; and 

(n) appointment of a successor or additional trustee or the change of name of a tmstee, if 
material. 
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Consequences of Failure of the City to Provide Information 

The City shall give notice in a timely manner to the MSRB of any failure to provide disclosure of 
Annual Financial Informafion and Audited Financial Statements when the same are due under the 
Undertaking. 

In the event of a failure of the City to comply with any provision of the Undertaking, the 
beneficial owner of any Bond may seek mandamus or specific performance by court order, to cause the 
City to comply with its obligations under the Undertaking. The Undertaking provides that any court 
action must be initiated in the Circuit Court. A default under the Undertaking shall not be deemed a 
default under the Bonds or the Ordmance, and the sole remedy under the Undertaking in the event of any 
failure of the City to comply with the Undertaking shall be an action to compel performance. 

The City is curtcntly in compliance with undertakings previously entered mto by it pursuant to 
the Rule. The City has had to take corrective action with respect to its undertakings for its Single Family 
Mortgage Revenue Bonds issued from 1996 to 2002. See "—Cortecfive Action Related to Certain Bond 
Disclosure Requirements" below. 

Amendment; Waiver 

Notwithstanding any other provision of the Undertaking, the City may amend the Undertaking, 
and any provision of the Undertaking may be waived, if: 

(a) (i) the amendment or waiver is made in cuiuiectiun with a change in circumstances 
that arises from a change in legal requirements, change in.law, or change in the identity, nature or status 
of the City or type of business conducted; 

(ii) the Undertaking, as amended, or the provision, as waived, would have complied with the 
requirements of the Rule at the time of the primary offering, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and 

(iii) the amendment or waiver does not materially impair the interests of the beneficial owners 
of the Bonds, as determined by a party unaffiliated with the City (such as the Tmstee or co-bond counsel), 
or by approving vote of the owners of the Bonds at the time of the amendment or waiver; or 

(b) the amendment or waiver is otherwise permitted by the Rule. 

E M M A 

A l l docimients submitted to the MSRB through EMMA pursuant to the Undertaking shall be in 
electronic format and accompanied by identifying information as prescribed by the MSRB, in accordance 
with the Rule. Al l documents submitted to the MSRB through EMMA will be word-searchable PDFs, 
configured to permit documents to be saved, viewed, printed and electronically retransmitted. 

Termination of Undertaking 

The Undertaking shall be terminated if the City shall no longer have any legal liability for any 
obligadon on or relafing to repayment of the Bonds. If this provision is applicable, the City shall give 
nofice in a timely manner to the MSRB. 
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Additional Information 

Nothing in the Undertaking shall be deemed to prevent the City from disseminating any other 
information, using the means of dissemination set forth in the Undertaking or any other means of 
communication, or including any other information in any Annual Financial Information or Audited 
Financial Statements or notice of occurtence of a Reportable Event, in addition to that which is required 
by the Undertaking. If the City chooses to include any information in any Annual Financial Information 
or Audited Financial Statements or notice of occurrence of a Reportable Event in addition to that which is 
specifically required by the Undertaking, the City shall have no obligation under the Undertaking to 
update such information or include it in any fuUiie Annual Finaneial Iiift)!niation or Audited Financial 
Statements or notice of occurrence of a Reportable Event. 

Corrective Action Related to Certain Bond Disclosure Requirements 

While the City is curtcntly in compliance with respect to its undertakings to file Annual Financial 
Informafion relating to all previously issued bonds and notes in accordance with the Rule, the City and the 
dissemination agent for the City's Collateralized Single Family Mortgage Revenue Bonds issued from 
1996 to 2002 (the "Single Family Mortgage Bonds") did not distribute annual bond disclosure reports for 
the Single Family Mortgage Bonds in a timely manner as required by Section (b)(5) of the Rule. The City 
has filed curtcnt annual bond disclosure reports for the Single Family Mortgage Bonds with the tmstee 
for the Single Family Mortgage Bonds and such trustee has disseminated such reports to each Nationally 
Recognized Municipal Securities Information Repository then recognized by the Commission for 
purposes of the Rule with respect to those previously issued Single Family Mortgage Bonds and has 
complied with the Rule for Collateralized Single Family Mortgage Revenue Bonds issued subsequent to 
2002. 

[REMAINDER OK P A G E INTENTIONALLY LEFT B L A N K ] 
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MISCELLANEOUS 

The foregoing summaries or descriptions of provisions of the Ordinance and the Undertaking and 
all references to other materials not purporting to be quoted in full, are qualified in their entirety by 
reference to the complete provisions of the documents and other materials summarized or described. 
Copies of these documents may be obtained from the Chief Financial Officer of the City. 

The Bonds are authorized and are being issued pursuant to the City Council's approval under the 
powers of the City as a home mle unit under Article VII of the Illinois Constimtion of 1970. This Official 
Statement has been authorized by the City Council. 

CITY OF CHICAGO 

By:. 
Chief Financial Officer 
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Real Property Assessment, Tax Levy and Collection Procedures 

General. Information under this caption provides a general summary of the current procedures 
for real property assessment, tax levy and tax collection in Cook County (the "County"). The following is 
not an exhaustive discussion, nor can there be any assurance that the procedures described under this 
caption will not be changed either retroactively or prospectively. The Illinois laws relating to real 
property taxation arc contained in the Illinois Property Tax Code (the "Property Tax Code"). 

Substantially all (approximately 99.99 percent) of the "Equalized Assessed Valuation" (described 
belo\\) of taxable piupeuy in ihc City is lucaied in the County The remainder located in DuPage 
County. Aecoidingiy, unless otherwise indicated, the information set forth under this caption and 
elsewhere in this Official Statement with respect to taxable property in the City does not rencct the 
portion situated in DuPage County. 

Assessment. The Cook County Assessor (the "Assessor") is responsible for the assessment of all 
taxable real property within the County, except for certain railroad property and pollution control 
equipment assessed directly by the State. One-third of the real property in the County is reassessed each 
year on a repeating triennial schedule established by the Assessor. The City was last reassessed in 2009. 
The suburbs in the northern and northwestern portions of the County were reassessed in 2010. The 
suburbs in the western and southern portions of the County are being reassessed in 2011. The City will 
next be reassessed in 2012. 

Real property in the County is separated into various classifications for assessment purposes. 
After the Assessor establishes the fair cash value of a parcel of land, that value is multiplied by one of the 
classification percentages to arrive at the assessed valuation (the "Assessed Valuation") for the parcel. 
Beginning with the 2009 tax year, the classification percentages range from 10 to 25 percent depending 
on the type of property (e.g., residential, industrial, commercial) and whether it qualifies for certain 
incentives for reduced rates. For prior years, the classification percentages ranged from 16 to 38 percent. 

The Cook County Board of Commissioners has adopted various amendments to the County's 
Real Property Assessment Classification Ordinance (the "Classification Ordinance"), pursuant to which 
the Assessed Valuation of real property is established. Among other things, these amendments have 
reduced certain property classification percentages, lengthened certain renewal periods of classifications 
and created new property classifications. 

The Assessor has established procedures enablmg taxpayers to contest the Assessor's tentative 
Assessed Valuations. Once the Assessor certifies final Assessed Valuations, a taxpayer can seek review 
of its assessment by the Cook County Board of Review (the "Board of Review"). The Board of Review 
has powers to review and adjust Assessed Valuations set by the Assessor. Owners of property arc able to 
appeal decisions of the Board of Review to the Illinois Property Tax Appeal Board (the "PTAB"), a state­
wide administrative body, or to the Circuit Court of Cook County (the "Circuit Court"). The PTAB has 
the power to determine the Assessed Valuation of real property based on equity and the weight of the 
evidence. Based on the amount of the proposed change in assessed valuation, taxpayers may appeal 
decisions of the PTAB to either the Circuit Court or the Illinois Appellate Court under the Illinois 
Administrative Review Law. 

In a series of PTAB decisions, the PTAB reduced the assessed valuations of certain commercial 
and mdustrial property in the County based upon the application of median levels of assessment derived 
from Illinois Department of Revenue sales-ratio studies instead of utilizing the assessment percentages 
provided in the Classification Ordinance. On appeal, the Illinois Appellate Court determined that it was 
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improper for the PTAB, on its own mitiative, to use the sales-ratio studies when such studies were not 
even raised as an issue by the taxpayer before the Board of Review or in its appeal to the PTAB. 

The Appellate Court decisions do not preclude a taxpayer in a properly presented case from 
introducing into evidence sales-ratio studies for the purpose of obtaining an assessment below that which 
would result from application of the Classification Ordinance. No prediction can be made whether any 
currently pending or fiiUire case would be successful. The City believes that the impact of any such case 
on the City would be minimal, as the City's ability to levy or collect real property taxes would be 
unaffected. 

As an altemative to seeking review of Assessed Valuations by the PTAB, taxpayers who have 
first exhausted their remedies before the Board of Review may file an objection m the Circuit Court. The 
City filed a petition to intervene in certain of these proceedmgs for the first time in 2003, but the Circuit 
Court denied the City's petition in early 2004. The City appealed the Circuit Court decision. On appeal, 
the Circuit Court decision was reversed and the matter was remanded to the Circuit Court with 
instmctions to allow the City to proceed with its petitions to intervene. In addition, in cases where the 
Assessor agrees that an assessment ertor has been made after tax bills have been issued, the Assessor can 
correct the Assessed Valuation, and thus reduce the amount of taxes due, by issuing a Certificate of Ertor. 

Equalization. After the Assessed Valuation for each parcel of real estate in a county has been 
determined for a given year including any revisions made by the Board of Review, the Illinois 
Department of Revenue reviews the assessments and determines an equalization factor (the "Equalization 
Factor"), commonly called the "multiplier," for each county. The purpose of equalization is to bring the 
aggregate assessed value of all real property, except farmland and undeveloped coal, in each county to the 
statutory requirement of 33-J/3 percent of estimated fair cash value. Adjustments in Assessed Valuation 
made by the PTAB or the courts are not reflected in the Equalization Factor. The Assessed Valuation of 
each parcel of real estate in the County is multiplied by the County's Equalization Factor to determine the 
parcel's equalized assessed valuation (the "Equalized Assessed Valuation"). 

The Equalized Assessed Valuation for each parcel is the final property valuation used for 
determination of tax liability. The aggregate Equalized Assessed Valuation for all parcels in any taxing 
body's jurisdiction, after reduction for all applicable exemptions, plus the valuation of property assessed 
directly by the State, constimtes the total real estate tax base for the taxing body and is the figure used to 
calculate tax rates (the "Assessment Base"). The Equalization Factor for a given year is used in 
computing the taxes extended for collection in the following year. The Equalization Factors for each of 
the last 11 tax levy years, from 2000 through 2010 (the most recent years available), are listed in 
APPENDIX B in the table captioned "Property Tax Information." 

In 1991, legislation was enacted by the State which provided that for 1992 and for subsequent 
years' tax levies, the Equalized Assessed Valuation used to determine any applicable tax limits is the one 
for the immediately precedmg year and not the curtent year. This legislation impacts taxing districts with 
rate limits only and currentiy does not apply to the City. See "— Property Tax Lunit Considerations" 
below. 

Exemptions. The Illinois Constitution allows homestead exemptions for residential property. 
Pursuant to the Illinois Property Tax Code, property must be occupied by the ovraer as a principal 
residence on January I of the tax year for which the exemption will be claimed. 

The annual general homestead exemption provides for the reduction of the Equalized Assessed 
Valuation ("EAV") of certain property ovraed and used exclusively for residential purposes by the 
amount of the increase over the 1977 EAV, up to a maximum reduction of $6,000. There is an'additional 

A-2 



homestead exemption for senior citizens (individuals at least 65 years of age), for whom the Assessor is 
authorized to reduce the EAV by $4,000. An additional exemption is available for homes owned and 
exclusively used for residential purposes by disabled veterans or their spouses, for whom the Assessor is 
authorized to annually exempt up to $70,000 of the Assessed Valuation. An exemption is available for 
homestead improvements by an owner of a single family residence of up to $75,000 of the increase in the 
fair cash value of a home due to certain home improvements to an existing strucmre for at least four years 
from the date the improvement is completed and occupied. Senior citizens whose household income is 
$55,000 or less, and who are either the owner of record or have a legal or equitable interest in the 
property, qualify to have the EAV of their property frozen in the year in which they first qualify for the 
so-called "liee/e" ami each year ihcrealter in which the qualityini; entena arc maintained. 

On July 12, 2004, the Property Tax Code was amended to permit each county in the State, by 
enacting an ordinance within six months of the effective date of the law, to limit fiature increases in the 
taxable value of residential property in such a county to an annual increase of not more than 7% per year. 
This is known as the Altemative Homestead Exemption. Upon adoption of such an ordinance, homestead 
property will generally be entitled to an annual homestead exemption equal to the difference between the 
property's EAV and the property's "adjusted homestead value." The County adopted an ordinance 
electing to be govemed by this law. The exemption provided for under this law cannot exceed $20,000 in 
any taxable year. The purpose of the law is to reduce the increase in the taxable value of residential 
property that otherwise occurs when home values rise rapidly. 

In 2007, the Alternative Homestead Exemption law enacted in 2004 was allowed to sunset. Later 
in 2007, Public Act 95-0644 was enacted, which extended the Altemative Homestead Exemption law for 
an additional three years, subject to certain revisions and adjustments to the prior law. The extension 
enacted in 2007 expired for properties located in the City with the 2008 assessment. On May 1, 2011, 
Public Act 96-1418 was enacted to extend the Altemative Homestead Exemption for three more years. 
The maximum exemption is $20,000 for the first year, $16,000 for the second year, and $12,000 for die 
third year. The exemption would be applied over a three-year period: 2009 through 2011 in the City, 
2010 through 2012 in the northern and northwestern portions of the County and 2011 through 2013 in the 
western and southern portions of the County. 

In October 2004, the Chicagoland Chamber of Commerce, along with multiple other plaintiffs, 
filed a Complaint for Declaratory and Injunctive Relief in the Circuit Court, requesting the court to enter 
an order declaring the 2004 Alternative Homestead Exemption law unconstimtional and enjoining the 
application and enforcement of its provisions. (The Chicagoland Chamber of Commerce, et. al. v. Maria 
Pappas, et. al., 04 CH 16874). On April 22, 2005, the circuit court dismissed the complaint, and that 
ruling was appealed. On appeal, the Appellate Court affirmed the decision of the Circuit Court. 

Aside from homestead exemptions, upon application, review and approval by the Board of 
Review, or upon an appeal to the Illinois Department of Revenue, there are exemptions generally 
available for properties of religious, charitable, and educational organizations, as well as units of federal, 
state and local governments. 

Additionally, counties have been authorized to create special property tax exemptions in long-
established residential areas or in areas of deteriorated, vacant or abandoned homes and properties. Under 
such an exemption, long-time, residential owner-occupants in eligible areas would be entiUed to a defertal 
or exemption from that portion of property taxes resulting from an mcrease in market value because of 
refiirbishment or renovation of other residences or construction of new residences in the area. On June 5, 
2001, the County enacted the Longtime Homeowner Ordinance, which provides property tax relief from 
dramatic rises in property taxes directly or indirectiy attributable to gentiification in the form of an 
exemption. This is generally applicable to homeowners: (i) who have resided in their homes for 10 
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consecutive years (or five consecutive years for homeowners who have received assistance in the 
acquisition of the property as part of a govemment or nonprofit housmg program), (ii) whose annual 
household income for the year of the homeowner's triennial assessment does not exceed 115 percent of 
the Chicago Primary Metiopolitan Statistical Area median income as defined by the United States 
Department of Housing and Urban Development, (iii) whose property has increased in assessed value to a 
level exceeding 150 percent of the curtcnt average assessed value for properties in the assessment district 
where the property is located, and (iv) who, for any triennial assessment cycle, did not cause a substantial 
improvement which resulted in an increase in the property's fair cash value in excess of the $45,000 
allowance set forth in the Property Tax Code. 

Tax Levy. There are over 800 units of local govemment (the "Units") located in whole or in part 
in the County that have taxing power. The major Units having taxing power over property within the City 
are the City, the Chicago Park District, the Board of Education of the City of Chicago, the School Finance 
Authority, Community College District No. 508, the Metropolitan Water Reclamation District of Greater 
Chicago, the County and the Forest Preserve District of Cook County. 

As part of the annual budgetary process of the Units, each year in which the determination is 
made to levy real estate taxes, proceedings are adopted by the governing body for each Unit. The tax levy 
proceedings impose the Units' respective real estate taxes in terms of a dollar amount. Each Unit certifies 
its real estate tax levy, as established by the proceedings, to the County Clerk's Office. The remaining 
administration and collection of the real estate taxes is stamtorily assigned to the County Clerk and the 
County Treasurer, who is also the County Collector (the "County Collector"). 

After the Units file their annual tax levies, the County Clerk computes the annual tax rate for each 
Unit by dividing the levy of each Unit by the Assessment Base of the respective Unit. If any tax rate thus 
calculated or any component of such a tax rate (such as a levy for a particular fund) exceeds any 
applicable statutory rate limit, the County Clerk disregards the excessive rate and applies the maximum 
rate permitted by law. 

The County Clerk then computes the total tax rate applicable to each parcel of real property by 
aggregating the tax rates of all the Units having jurisdiction over the particular parcel. The County Clerk 
enters in the books prepared for the County Collector (the "Wartant Books") the tax (determined by 
multiplying that total tax rate by the Equalized Assessed Valuation of that parcel), along with the tax 
rates, the Assessed Valuation and the Equalized Assessed Valuation. The Warrant Books are the County 
Collector's authority for the collection of taxes and are used by the County Collector as the basis for 
issuing tax bills to all property owners. 

The Illinois Truth in Taxation Law (the "Truth in Taxation Law") contained within the Property 
Tax Code imposes procedural limitations on a Unit's real estate taxing powers and requires that notice in 
prescribed form must be published if the aggregate annual levy is estimated to exceed 105 percent of the 
levy of the preceding year, exclusive of levies for debt service, levies made for the purpose of paying 
amounts due under public building commission leases and election costs. A public hearing must also be 
held, which may not be in conjunction with the budget hearing of the Unit on the adoption of the aimual 
levy. No amount in excess of 105 percent of the preceding year's levy may be used as the basis for 
issuing tax bills to property owners unless the levy is accompanied by certification of compliance with the 
foregoing procedures. The Truth in Taxation Law does not impose any lunitations on the rate or amount 
of the levy to pay principal of and interest on the general obligations bonds and notes of the City. 

Collection. Property taxes are collected by the County Collector, who remits to each Unit its 
share of the collections. Taxes levied m one year become payable dming the following year in two 
installments, the first due on March I and the second on the later of August 1 or 30 days after the maihng 
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of the tax bills. The first installment is an estimated bill calculated at 55% of the prior year's tax bill. The 
second installment is for the balance of the curtent year's tax bill, and is based on the current levy, 
assessed value and Equalization Factor and applicable tax rates, and reflects any changes from the prior 
year in those factors. Taxes on railroad real property used for transportation purposes are payable in one 
lump sum on the same date as the second installment. 

The following table sets forth the second installment penalty date during the last 10 years; the 
first installment penalty date has been March 2 for all years. 

Scciiiid Inslallnienl 

Tax Year Penalty Date 
2010 November 1, 2011 
2009 December 13, 2010 
2008 December 1, 2009 
2007 Novembers, 2008 
2006 December 3, 2007 
2005 September I, 2006 
2004 November 1,2005 
2003 November 15, 2004 
2002 October 1, 2003 
2001 November 1, 2002 

The County may provide for tax bills to be payable in four installments instead of two. The 
County has not determined to require payment of tax bills in four installments. During the periods of peak 
collections, tax receipts are forwarded to each Unit not less than weekly. 

At the end of each collection year, the County Collector presents the Wartant Books to the Circuit 
Court and applies for a judgment for all unpaid taxes. The court order resulting from the application for 
judgment provides for an annual sale of all unpaid taxes shown on the year's Warrant Books (the "Annual 
Tax Sale"). The Annual Tax Sale is a public sale, at which time successful tax buyers pay the unpaid 
taxes plus penalties. Unpaid taxes accme penalties at the rate of 1.5 percent per month from their due date 
until the date of sale. Taxpayers can redeem their property by paying the amount paid at the sale, plus an 
additional penalty fee calculated from the penalty bid at sale times a certain multiplier based on each six-
month period after the sale. If no redemption is made within the applicable redemption period (ranging 
from six months to two and one-half years depending on the type and occupancy of the property) and the 
tax buyer files a petition in Circuit Court, notifying the necessary parties in accordance with applicable 
law, the tax buyer receives a deed to the property. In addition, there are miscellaneous statutory 
provisions for foreclosure of tax liens. 

If there is no sale of the tax lien on a parcel of property at the Annual Tax Sale, the taxes are 
forfeited and eligible to be purchased at any time thereafter at an amount equal to all delinquent taxes, 
interest and certain other costs to the date of purchase. Redemption periods and procedures are the same 
as applicable to the Annual Tax Sale, except that a different penalty rate may apply depending on the 
length of the redemption period. 

A scavenger sale (the "Scavenger Sale"), like the Annual Tax Sale, is a sale of unpaid taxes. A 
Scavenger Sale must be held, at a minimum, every two years on all property in which taxes are delinquent 
for two or more years. The sale price of the unpaid taxes is the amount bid at the Scavenger Sale, which 
may be less than the amount of the delinquent taxes. Redemption periods vary from six months to two 
and one-half years depending upon the type and occupancy of the property. 
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The annual appropriation ordinance of the City has a provision for an allowance for uncollectible 
taxes. The City reviews this provision aimually to determine whether adjustments are appropriate. For tax 
year 2010, collectible in 2011, the allowance for uncollectible taxes is about four percent of the gross tax 
levy. For financial reporting purposes, uncollected taxes are written off by the City after four years, but 
are fully reserved after one year. 

Property Tax Limit Considerations 

State Legislation. As described above under "Real Property Assessment, Tax Levy and 
Collection Procedures -— Exemptions," the Altemative Homestead Exemption was recentiy extended for 
an additional three years. 

State of Illinois. The Property Tax Code limits (a) the amount of property taxes that can be 
extended for non-home rule units of local govemment located in the County and five adjacent counties 
and (b) the ability of those entities to issue general obligation bonds without voter approval (collectively, 
the "State Tax Cap"). Generally, the extension of property taxes for a unit of local govemment subject to 
the State Tax Cap may increase in any year by five percent or the percent increase in the Consumer Price 
Index for the preceding year, whichever is less, or the amount approved by referendum. The State Tax 
Cap does not apply to "limited bonds" payable from a unit's "debt service extension base" or to "double-
barteled alternate bonds" issued pursuant to Section 15 of the Local Govemment Debt Reform Act. 

As a home mle unit of govemment, the City is not subject to the State Tax Cap. Under the Illinois 
Constitution of 1970, the enactment of legislation applying the State Tax Cap to the City and other home 
rule municipalities would require a law approved by the vote of three-fifths of the members of each house 
of the Illinois General Assembly and the concurtence of the Governor of the State of Illinois. It is not 
possible to predict whether, or in what form, any property tax limitations applicable to the City would be 
enacted by the Illinois General Assembly. The adoption of any such limits on the extension of real 
property taxes by the Illinois General Assembly may, in future years, adversely affect the City's ability to 
levy property taxes to fmance operations at curtent levels and the City's power to issue additional general 
obligation debt without the prior approval of voters. 

State law imposes certain notice and public hearing requirements on non-home rule units of local 
govemment that propose to issue general obligation debt. These requirements do not apply to the City. 

The City. In 1993, the City Council of the City adopted an ordmance (the "City Tax Limitation 
Ordinance") limiting, beginning in 1994, the City's aggregate property tax levy to an amount equal to the 
prior year's aggregate property tax levy (subject to certain adjustments) plus the lesser of (a) five percent 
or (b) the percentage increase in the annualized Consumer Price Index for all urban consumers for all 
items, as published by the United States Department of Labor, during the 12-month period most recently 
announced prior to the filing of the preliminary budget estimate report. The City Tax Limitation 
Ordinance also provides that such limitation shall not reduce that portion of each levy attributable to the 
greater of (i) for any levy year, interest and principal on general obligation notes and bonds of the City 
outstanding on January 1, 1994, to be paid from collections'of the levy made for such levy year, or (ii) 
$395,255,686, the amount of the aggregate interest and principal payments on the City's general 
obligation bonds and notes during the 12-month period ended January I, 1994, subject to annual increase 
in the manner described above for the aggregate levy (the "Safe Harbor"). Additional safe harbors are 
provided for portions of any levy attributable to payments under installment contracts or public building 
commission leases or attributable to payments due as a result of the refiindmg of general obligation bonds 
or notes or of sueh installment contracts or leases. 
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The tax -limits set forth in the City Tax Limitation Ordinance may in future years adversely affect 
the City's ability to finance operations at current levels and limit the ability of the City to finance capital 
improvement projects through the issuance of property-tax-supported bonds. 

Pursuant to the Ordinance, the taxes levied by the City for the payment of principal and interest 
on the Bonds is not subject to the limitations contained in the City Tax Limitation Ordinance. 
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PROPERTY TAX INFORMATION 

The following tables present statistical data regarding the City's property tax base, tax rates, tax levies and tax collections. 

Assessed, Equalized Assessed and Estimated Value of All Taxable Property 2000 - 2010 
(Dollars in Thousands) 

Assessed Value' 

Total Total Total 

Total Equalized 
Assessed Value 
as a Percentage 

Tax State Equalized Direct Estimated of Total 
Levy 
Year' 

Equalization Assessed Tax l\iir Cash Estimated Fail Levy 
Year' Class 2̂  Class 3* Class 5* Other"̂  Total Factor' Value" Rate \ alue' Cash Value 

2000 8,758,682 1,966,921 8,807,444 342.943 19,875,990 2.2235 40,480,077 1.660 162,593,364 24.90 
2001 8,973,796 1,923,256 8,757,366 354,036 20,008,454 2.3098 41,981,912 1.637 1S.\912,246 22.58 
2002 9,221,622 1,865,646 8,878,142 349,372 20,314,782 2.4689 45,330,892 1.591 201,938,231 22.45 
2003 12,677,199 2,233,572 10,303,732 487,680 25,702,183 2.4598 53,168,632 1.380 22(,572,427 23.78 
2004 12,988,216 1,883,048 10,401,429 465,462 25,738,155 2.5757 55,277,096 1,302 262,080,627 21.09 
2005 13,420,538 1,842,613 10,502,698 462,099 26,227,948 2.7320 59,304,530 1.243 2S.1,137,884 20.95 
2006 18,521,873 2,006,898 12,157,149 688,868 33,374,788 2.7076 69,511,192 1.062 329,770,733 21.08 
2007 18,937,256 1,768,927 12,239,086 678,196 33,623,465 2.8439 73,645,316 1.044 320,503,503 22.98 
2008 19,339,574 1,602,769 12,359,536 693,239 33,995,118 2.9786 80,977,543 1.030 31l],888,609 26.05 
2009 18,311,981 1,812,850 10,720,244 592,364 31,437,439 3.3701 84,586,808 0.986 2.S(),288,730 30.21 
2010'̂  - - - - 3.3000 82,087,170 1.016 -

Source: Cook Counly Assessor's Office. Excludes porUon of City m DuPage County 
Taxes for eacti year become due and payable in Itie following year For example, taxes for the 2009 tax levy became due and payable in 2010. 
Residential, six units and under. 
Residential, seven units and over and mixed-use. 
Industrial/commercial. 
Vacant, not-for-profit and industrial/commercial incentive classes. 
Source; Illinois Department of Revenue. 
Source: Cook County Clerk's Office Calculations are net of exemptions and exclude portions of the City in DuPage County Calculations also include assessment of pollution control facilities and 
railroad property. 
Source: The Civic Federation Excludes railroad properly, pollution control facilities and portion of City in DuPage County. 
Complete 2010 information not available at time of publication 
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Property Taxes for All City Eunds, Collections and Estimated Allowance 
for Uncollectible Taxes 2001 - 2010* 

(Dollars in Thousands) 

Tax 
Levy 
Year̂  

Total T3X Levy 
for PiscftVYear̂  

Collections within 
Fiscal Year 

Collccdons in 
Subsequent 

YtaTS 

Total Collections 
to Date 

Estimated 
Allowance for 
Uncollectible 

Taxes 

Net 
Outstanding 

Taxes 
ReteWabVc 

Tax 
Levy 
Year̂  

Total T3X Levy 
for PiscftVYear̂  Amount 

Percentage 
Collccdons in 
Subsequent 

YtaTS 
Total Tax 

Percent of 
Total Tax 
Collections 
to Tax Lev5̂  

Estimated 
Allowance for 
Uncollectible 

Taxes 

Net 
Outstanding 

Taxes 
ReteWabVc 

2001 $687,381 $664,393 96.7% $ 12,847 $677,240 98.5% $10,141 $ 
2002 707,181 676,997 95.7 13,194 690,191 97.6 16,990 -
2003 719,695 ' 674.325 93.7 24,845 699,170 97.1 20,525 -
2004 719,780' 694,214 96.4 8,195 702,409 97.6 17,371 -
2005 718,071 = 694,593 96.7 6,711 701,304 97.7 16,767 -
2006 719,230' 630,666 87.7 64,344 695,010 96.6 24,220 -
2007 749,351 = 712,008 95.0 20,970 732,978 97.8 16,078 295 
2008 834,152 ' 776,522 93.1 44,922 821,444 98.5 12,454 254 
2009 834.109^ 700,579 84.0 122,279 822,858 98.7 2,106 9,145 
2010 834^089 ' 470,351 56.4 - 470,351 56.4 14,550 349,188 

Source: Cook County Clerk's Office 
Taxes for each year become flue and payable in the following year. For example, taxes for the 2010 tax levy become due and payable in 2011. 
Does not mciude the levy for the Special Services Areas and net of collections for Tax Increment Financing Districts. 
Reflects tax collections tfirough October 25, 2011. 

Does not include the levy for the Schools Buildmg and Improvement Fund, which is accounted for in an agency fund. 
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Property Tax Rates By Fund Per SlOO Of Equalized Assessed Valuation 2001-2010' 

Municipal 

Laborci's' and 
Rclii ctncnt 

Tax Bond, Note Policemen's Employees' Firemen's Enipliiyecs' 
Levy Tax Extension Redemption and Annuity and Annuity and Annuity and Annuity and 
Year (in thousands)̂  Interest"' Beneflt Benefit Benefit Btiiont Total 

2001 687,381 0.942710 0,289912 0.277774 0.126603 _ 1.637 
2002 707,181 0.943061 0.271463 0.259848 0.116628 - 1.591 
2003 719,695^ 0.831169 0.230466 0.218316 0.100049 - 1.330 
2004 719,780 0.760676 0.216752 0.229048 0.095524 - 1.302 
2005 718,071 " 0.696607 0.231467 0.231683 0.083243 - 1.243 
2006 719,230" 0.569261 0.194953 0.197399 0.099974 - 1.062 
2007 749,351 " 0.588843 0.191548 0.174302 0.088581 - 1.044 
2008 834,152" 0.602842 0.172426 0.162182 0.080787 0.01 1763 1.030 
2009 834,109" 0.570806 0.167552 0.153704 0.078184 0 01.S754 0.986 
2010^ 834,089" 0.588724 0.170734 0.161435 0.078352 0,016705 1.016 

Source; Cook County Clerk's OfTice, 
Does not include levy for Special Service Areas and net of collections for Tax Increment Financing districts. 
Includes rates from the Chicago Public Library Bond, Note Redemption and Interest Fund 
Does not include the levy for the Schools Building and Improvement Fund, which is accounted for in an agency fund, 
2011 information not available at time of publication. 
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Combined Property Tax Rates of the City and Other Major Governmental 
Units Per SlOO of Equalized Assessed Valuation 2001-2010' 

Tax 
Levy 
Year City 

City of 
Chicago 
School 

Building & 
Improvement 

Fund 

Chicago 
School 

Finance 
Authority 

Board of 
Education 

City 
Colleges 

of 
Chicago 

Chicago 
Park 

District 

iVletropolitan 
Water 

Reclamation 
District 

Forest 
Preserve 

District of 
Cook 

County 
Cook 

County Total 

2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010̂  

1.637 
1.591 
1.380 
1.302 
1.243 
1.062 
1.044 
1.030 
0.986 
1.016 

0.117 
0.112 
0,116 

0,223 
0.177 
0.151 
0.177 
0.127 
0.118 
0.091 

3.744 
3.562 
3.142 
3.104 
3.026 
2.697 
2.583 
2.472 
2.366 
2.581 

0.307 
0.280 
0.246 
0.242 
0.234 
0.205 
0.159 
0.156 
0.150 
0.151 

0,567 
0.545 
0,464 
0.455 
0,443 
0,379 
0.355 
0,323 
0,309 
0.319 

0.401 
0.371 
0.361 
0.347 
0.315 
0.284 
0.263 
0.252 
0.261 
0.274 

0.067 
0,061 
0,059 
0,060 
0,060 
0.057 
0.053 
0.051 
0.049 
0.051 

0.746 
0.690 
0.630 
0.593 
0,533 
0,500 
0.446 
0.415 
0.394 
0.423 

7.692 
7.277 
6.433 
6.280 
5.981 
5.302 
4.994 
4.816 
4.627 
4.931 

Source: Cook County Clerk's OfTice. 
2011 information not available at time of publication. 
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CITY OF CHICAGO 
PROPERTY TAX SUPPORTED BONDED DEBT 

Computation of Direct and Overlapping Bonded Debt 
As ofOctober31,2011 

(Not adjusted for the issuance of the Bonds, the 2011 Fixed Rate Notes or the use of 
proceeds of the 2011 Sales Tax Revenue Bonds) 

(Dollars in Thousands) 

Diicc l Dchl 

Goiicial Obligation Bonds ami Noicb' S 7,506,756 
The Bonds 
Short-Term Obligations' f l 8 6 . 9 8 n 
Net Direct Long-Term Debt S 

Overlapping Dcbt^ 

City Colleges of Chicago 

Board of Education 
Chicago School Finance Authority 
Chicago Park District 
Metropolitan Water Reclamation Distnct O f Greater Chicago 
Cook County 
Cook County Forest Preserve District 
Total Overlapping Long-Term Debt 

Net Direct and Ovcriapping Long-Term Debt 

Net Direct Percent Debt 
Debt^ Overlapping^ Applicable 

; ^0- 100.00% S -0-

5,579,522^ 100.00 5,579,522 
-0- too 00 -0-

924,975* 100,00 924,975 
2,495,259 49.18 1,227,168 
3,499,615 48 17 1,685,765 

101,935 48.17 49.102 
S 9.466.532 

Includes General Obligation, General Obligation Fixed Rate and Commeicial Paper Notes consisting of: 

(a) Fixed Rate Notes, Taxable Series 2010 outstanding in the amounts shown below (dollars in thousands). 

Amount Series Final Maturity 

S70,425 2010 04/01/2012 

(b) Commercial Paper Notes outstanding in the amounts Ijelow (dollars in thousands): 

Amount Series 

$116,640 2002B (Taxable) 

Includes debt secured by property taxes (including "alternate bonds" and "limited tax" tK)nds)and PBC bonds secured by long-term lease 
obligations also secured by property taxes. 
Source: Each of the respective tax districts 
Source: Cook Counly Clerk's Office. 

Includes $5,249,146,617 and $475,960,000 of general obligation bonds of the Board and the Chicago Park District, respectively, issued as 
"altemate revenue" bonds secured by alternate revenue sources. An ad valorem property tax levy is filed in an amount sufficient to pay debt 
service on the alternate revenue bonds. When sufTicient revenues have accumulated to pay annual debt service on the alternate revenue bonds, 
the property lax levy is abated. To dale, alternate revenues have tteen available m amounts sufficient lo pay principal and interest coming due 
on the altemate revenue Ijonds issued by the Board of Education and the Chicago Park District. 
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Selected Debt Statistics 

Population (2010) 
Total Equalized Assessed Value (2010) 
Total Estimated Fair Cash Value (2009) 

2,695,598' 
$82,087,170,063^ 

$280,288,729,779^ 

Percent of Total 

Amount 
Net Direct Long-Term Debt. 
Total Net Direct and Overlapping Long-Term Debt... 

Per Capita 

Percent of Total 
Estimated Fair 

Cash Value 

% 

Source: U.S. Census Bureau. 

Source: Cook County Cleric's Office. Total Equalized Assessed Value is net of exemptions. Includes assessment of pollution control 
facilities and excludes portions of the City in DuPage County. 
Source: The Civic Federation. Excludes railroad property, pollution control facilities and portion of the City in DuPage County. 
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Debt Service Schedule' 
AsofOctober31,2011 

(Not adjusted for the issuance of the Bonds, the 2011 Fixed Rate Notes or the use of proceeds of the 2011 Sales Tax ilcvenue Bonds) 
General Obligaiion 

The Bonds GenEral Obligalion Bonds Outstanding Nolcs Outstanding 

Total Debt 
Year Pnncipal Inlercsl Principal Interest''' Capitalized Interest Debt Service' Service 

2012 $ 156,646,211 S 201,134,521 5(31.754,519) 5187,267.102 £ 513,293,315 
2013 167,752.714 379,554,940 (40,437,630) 506,870.024 
2014 205,826,569 371.222,203 (4,034,677) 573,014,094 
2015 215,509,425 362,948,850 578,458,275 
2016 228,386,371 350,884,065 579,270.437 
2017 243,871,761 340,990,322 584,862.083 
2018 267,126,948 330,288,412 597,415.360 
2019 279,736,972 318,356,610 598,093.582 
2020 290,643,700 305,455.188 596,098,888 
2021 306,148,918 294,046,636 600,195,554 
2022 309,397,240 279,965,125 589.362.365 
2023 313,448,400 271,400,600 584.849.000 
2024 305,023.320 257,671.00) 562,694.320 
2025 299,152.012 244.069.682 543.221.695 
2026 289.668.971 230,964,316 520.633.287 
2027 290.626.163 218.286.122 508.912.285 
2023 286,229.720 193.975,384 485,205,104 

2029 288.219.806 192.618,597 480,838,403 
2030 291,969,515 176.972,506 468,942,021 
2031 338,247,520 166,594,919 504,842,439 
2032 265,218,596 148,938,691 414,157,287 
2033 265,733,762 120,312,110 386,045,872 
2034 251,761,194 106,358,117 358,1 19,312 

2035 239,652,377 92,924,383 332,576.759 
2036 207,032,607 79,619,284 286,651,891 
2037 188,696,559 68,827,124 257,523.683 

2038 169,577,925 58,769,393 228,347,318 
2039 149,561,380 49,530,320 199.112.200 
2040 158,555.000 11.269.603 169.824.603 
2041 24,625,000 2,077,366 26,702.366 

2042 25,645.000 1,059,901 26.704.901 

Toiai 
17.319.691,654 56,232,106.792 1(76,226,826) £187,267,102 SI 3.662.838.722 

' Principal and interest (including Ihc amount of interest that has accreted on capital appreciation bonds) for each year includes amounts payable on the City's general obligation bond-. 
I of itie following year, except that each year includes pnncipal and interest payable on itie General Obligation Bonds Senes 2007A-K (Modem Schools Across Chicago Program), 
(Modem Schools Across Chicago Program) (Tax-Exempt) and the General Obligation Bonds, Taxable Series 201 IB (Modem Schools Across Chicago Program) (Build Aitiftii 
December 1 of that year. 

' Interest for each year includes Ihe full amouni of the interest payable on General Obligalion Bonds, Taxable Project Series 2009C (Build America Bonds - Direct Payment), the Goni 
2009D (Recovery Zone Economic Development Bonds-Direcl Payment) and the General Obligation Bonds, Taxable Series 201 IB (Modem Schools Across Chicago Program) (Biiil 
adjustment for Subsidy Payments to be received by the City. 

' The mterest rale on S3.6 million vanable rate bonds is assumed lo be six percent The City has entered into interest rate hedge agreements which required ihe City to pay iniercst 
General Obligation Variable Rale Demand Bonds (Neighborhoods Alive 21 Program), Series 2002B, 4 052 percent for $201 965 million General Obligalion Variable Rate Demand 
4 104 percent for S222 790 million General Obligation Variable Rate Demand Bonds, Project and Refunding Series 2005D and 3 9982 percent for 1200 million General Obliyaii 
Series 2007E, F and G, The table includes the interest payable by the City under the interest rate hedge agreements for these four bond issues 

' Includes outstanding Fixed Rate Notes and Commercial Paper Notes See APPENDIX B - "Financial and Other Infomiation - Property Tax Supported Bonded Debt - Coiiipin.iiu 
Note (1)" 

Note' May not total due to rounding 
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PROPERTY TAX LEVIES BY FUND 
For Fiscal Years Ended 2006 - 2010'-̂  

(Dollars in Thousands) 

2006 2007 Change 2008 Change 2009 Change 2010 Change 

Note Redemption and Interest̂  S 60,116 S 33,506 (44.26)% S 73,363 118.95% $73,363 -% S 73,377 0.02% 

Bond Redemption and Interest 316,858 381,145 20.29 414,853 8.84 409,512 (1.29) 409,979 (0.11) 

Policemen's Annuity and Benefit'* 135,528 141,080 4.10 139,640 (1.02) 141,741 1.50 140,165 (1.11) 

Municipal Employees' Annuity and Benefit* 137,228 128,378 (6 45) 131,344 2.31 130,026 (1.00) 132,531 1.93 

Firemen's Annuity and Benefit* 69,500 65,242 (6.13) 65,426 - 0 28 66,140 i.09 64,323 (2.75) 
Laborers' and Retirement Board Employees' 
Annuity and Benefit'* - - - 9,526 - 13,327 39.90 13,714 2.90 

Total $719,230 $749,351 4.19% $834,152 11.32% $834,109 (0.01)% $834,089 (0.00) 

' Source: Cook County Clerk's Office. 
' See APPENDIX B - "FINANCIAL AND OTHER INFORMATION - Property Taxes For All City Funds, Collections And Eslimated Allowance For Uncollectible Taxes 2000-2010." Does not 

include the levy for Ihe School Building and Improvement Fund which is accounted for in an agency fiind, 
' Includes Corporate, Chicago Public Library Maintenance and Operations, Chicago Public Library Building and Sites, and Cily Relief Funds. 
* For information regarding the City's unfunded (assets in excess of) pension benefit obligaUons under its Pension Plans, see the individual Pension Plans Financial Statements. 
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CITY OF CHICAGO 
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 

General Fund (Corporate) 
For Fiscal Years Ended 2006-2010' 

(Dollars in Thousands) 

2006 2007 2008 2009 2010 
Revenues: 

UtiliryTax $ 475,482 $ 501,023 $ 524,842 J 481,275 $ 467,411 
S;ilc^ 537.441 543.23S 5 1 I 476.5.̂ 7 495.842 
State liicunicTax 3!4,559 377,727 37S,545 251,^20 282,011 
Other Taxes 708,706 687,511 637,923 572,472 590,575 
Fcderal/Siate Grants 2,802 3,366 2,347 1,714 1,735 
Other Revenues^ 729,999 822,561 813,983 777,788 773,278 

Total Revenues 2,768,989 2,935.426 2,875,771 2,561,626 2,610,852 

Expenditures: 
Current: 

Public Safety 1,783,993 1,845,497 1,856,634 1,862,914 1,828,984 
General Govemment 783,059 860,976 889,266 857,626 903,890 
Oiher^ 328,081 349,616 356,066 288,559 296,063 

Debt Service 7,069 6,930 5,318 4,978 5,004 
Total Expenditures 2,902,202 3,063,019 3,107,284 3,014,077 3,033,941 

Revenues Under Expenditures (133,213) (127,593) (231,513) (452,451) (423,089) 

Other Financing Sources (Uses); 
Proceeds of Debt, Net of 
Original Discount/Including 
Premium - 23,921 164,000 58,500 16,500 

Transfers in 115,058 130,561 94,058 416,135 502,502 
Transfers Out (30,500) (42,500) (25,193) (17,463) (13,600) 

Total Other Financing 
Sources (Uses) 84,558 111,982 232,865 457,172 505.402 

Revenues and Other Financing 
Sources Over (Under) 
Expenditures and Other 
Financing Uses (48,655) (15,611) 1,352 4,721 82,313 

Fund Balance-Beginning of Year 110,819 62,391 44,307 48,443 54,706 
Change in inventory 227 (2,473) 2,784 1,542 (1,478) 

Fund Balance-End of Year $ 62,391 $ 44,307 $ 48,443 $ 54,706 $ 135,541 

Source: Table 6 in the Statistical Section of the City of Chicago Comprehensive Annual Fmancial Report (CAFR) for the year ended 
Deccml)er 31, 2010 The City's CAFR for the year ended December 31, 2010 is available upon request from the Office of the City 
Comptroller. 

Includes intemal Service, Licenses and Peimits, Fmes, Investment Income, Charges for Services and Miscellaneous Revenues. 

Includes Health, Streets and Sanitation, Transportation, Cultural and Recreational and Other Expenditures. 
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Special Revenue Funds 
For Fiscal Years Ended 2006 - 2010' 

(Dollars in Thousands) 

316,618 
72,201 

103,657 
588,717 
814,144 
121,017 

20Q6 2007 2008 2009 2010 
Revenues: 

Property Tax $ 302,772 $ 314,742 $ 326,334 $ 334,792 
Utility Tax 24,299 28,838 82,373 75,688 
Sales Tax 76 5 - ' -
State Income Tax 65,552 55,719 56,848 95,994 
Other Taxes 382,232 465,533 554,096 572,651 
Federal/State Grants 820,702 778,601 794,564 751,555 
Other Revenues^ 115,023 114,906 120,401 131,295 

Total Revenues 1,710,656 1,758,344 1,934,616 1,961,975 

Expenditures: 
Current: 

Public Safety 67,363 35,102 35,518 50,797 
General Govemment 740,423 789,703 915,659 799,236 
Employee Pensions 396,923 371,649 413,690 430,915 
Other̂  552,675 603,553 677,990 566,612 

Capital Outlay.... 8,110 16,674 4,360 3,357 
Debt Service 6,356 7,603 5,628 3,632 

Total Expenditures 1.771,850 1,824,284 2,052.845 1,854.549 

Revenues Under Expendintres (61,194) (65,940) (118,229) 107,426 

Other Financing Sources (Uses): 
Proceeds of Debt, Net of 

Original Discount/ 
Including Premium 79,250 144,614 163,628 72,925 

Payment to Refunded Bond 
Escrow Agent - - - - -

Transfers In 193,850 108,045 155,637 185,358 94,424 
Transfers Out (38,177) (86,470) (48,604) (1.746.126) (65,807) 

Total Other Financing 
Sources (Uses) 234,923 166,189 270.661 (1,487,843) 116,635 

Revenues and Other Financing 
Sources Over (Under) 
Expenditures and Other 
Financing Uses 173,729 100,249 152,432 (1,380,417) 203,583 

Fund Balance-Beginning of Year 609,119 782,848 883,097 1,035,529 (344,888) 

Fund Balance-End of Year $ 782,848 $ 883,097 $1.035,529 $ (344.888) $ (141.305) 

2,016,354 

80.744 
882,553 
435,432 
521,876 
4,903 
3.898 

1,929,406 

86.948 

88.018 

Source: Table 7 in the Statistical Section of the Cily of Chicago Comprehensive Annual Financial Report (CAFR) for the year ended 
December 31, 2010. The City's CAFR for the year ended December 31, 2010 is available upon request from the Office of the City 
Comptroller. 
Includes Intemal Service, Licenses and Permits, Fines, Investment Income, Charges for Services and Miscellaneous Revenues. 
Includes Health, Streets and Samtation, Transportation, Cultural and Recreational and Other Expenditures. 
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Debt Service Funds 
For Fiscal Years Ended 2006 - 2010' 

(Dollars in Thousands) 

Revenues: 
Property Tax 
Utility'Tax 
Sales Ta^ 
Other Taxes 
Other Revenues^ 

Total Revenues 

Expenditures: 
Debt Service 

Total Expenditures 

Revenues Over (Under) 
Expenditures 

Other Financing Sources (Uses): 
Proceeds of Debt, Net of Original 

Discount/Including Premium 
Payment to Refunded Bond 

Escrow Agent 
Transfers In 
Transfers Out 

Total Other Financing 
Sources (Uses) 

Revenues and Other Financing 
Sources Over (Under) 
Expenditures and Other 
Financing Uses 

Fund Balance - Beginning of Year 

Fund Balance - End of Year 

2006 2007 2008 2009 2010 

$ 363,218 $ 346,965 $ 403,489 $ 471.218 $ 437,463 
22.30S 22..̂ 1 8 22 22.13S 22 324 
21.639 30.440 27.395 3IJ 62 
193,824 217,731 220,220 131,993 129,566 
33,368 30,594 6,562 38,720 61,004 

634,357 645,292 682,993 691,464 681,519 

693,110 625,459 1,022,156 777,725 747.061 

693,110 625,459 1,022,156 777,725 747,061 

(58,753) 19.833 (339,163) (86,261) (65,542) 

302,658 777.151 405,311 340,324 560,524 

(276,607) (951,419) (186,421) (213,435) (412,184) 
8,741 63,807 33,186 684.277 44,185 

(509.884) (73,325) (141.498) (81,291) (110,049) 

(475.092) (183,786) 110,578 729,875 82,476 

(533.845) (163,953) (228,585) 643,614 16,934 

688,887 155,042 (8,911) (237,496) 406,118 

$155,042 $ (8,911) $ (237,496) $ 406,118 $ 423,052 

Source; Table 8 in the Statistical Section of the City of Chicago Comprehensive Annual Finan(;ial Report (CAFR) for the year ended 
Deceml>er 31, 2010 The City's CAFR for Ihe year ended December 31, 2010 is available upon request from the Office of the City 
Comptroller. 
Includes Investment Income and Miscellaneous Revenues. 
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Capital Projects Funds 
For Fiscal Years Ended 2006-2010' 

(Dollars in Thousands) 

2006 2007 2008 2009 2010 
Revenues: 

Other Revenues^ $ 56.687 $ 76,666 $ 44,464 $ 18.240 $ 43,135 

Total Revenues 56,687 76,666 44.464 18,240 43,135 

Expenditures 
Capital Outlay 907.201 585,759 657.104 615,916 624.007 

Total Expenditures 907,201 585,759 657,104 615,916 624.007 

Revenues Under Expendimres (850.514) (509,093) (612,640) (597,676) (580,872) 

Other Financing Sources (Uses): 

Proceeds of Debt, Net of Original 
Discount/Including Premium 380,925 708,195 62,493 529,553 769,348 
Transfers In 352,386 29,603 10,567 16,334 6,296 
Transfers Out (10,977) (27,521) (96) (3.734) (99) 

Total Other Financing 
Sources (Uses) 722,334 710,277 72.964 542.153 775,545 

Revenues and Other Financing Sources 
Over (Under) Expenditures and Other 
Financing Uses (128,180) 201,184 (539,676) (55,523) 194,673 

Fund Balance-Beginning of Year 910.819 782.639 983,823 444,147 388,624 

Fund Balance-End of Year $ 782.639 $ 983,823 $ 444,147 $ 388,624 $ 583,297 

' Source: Table 9 in the Statistical Section of the City of Chicago Comprehensive Annual Financial Report (CAFR) for the year ended 
Decemlwr 31, 2010. TTie City's CAFR for the year ended December 31, 2010 is available upon request from the Office of the City 
Comptroller. 

' Includes Investment Income, Charges for Services and Miscellaneous Revenues 
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Combining Statement of Revenues, Expenditures and Changes in Fund Balances 
Nonmajor Governmental Funds 
Year Ended December 31, 2010' 

' (Dollars in Thousands) 

R E V E N U E S 
Property Tax 
Ui i l i i y r , i \ . , 

S.ik:-- r . i^ 
Transportation Tax 
Slate Income Tax 
IVansaction Tax 
Special Area Tax .. . . 
Other Taxes 
Federal/State Grants.... 
Internal Service 
Fines 
Investment Income . . . . 
Charges for Services.... 

Miscellaneous 

Total Revenues 

EXPENDITURES 
Cunent: 

General Government 
Health 
Public Safely 
Streets and Sanitalton 
Transportation 
Cultural and Recreational 
Employee Pensions 
Other 

Capital Outlay 
Debt Service: 

Principal Retirement 

Interest and Other Fiscal Charges 

Total Expenditures 

Revenues Over (Under) Expenditures 

OTHER FINANCING SOURCES (USES) 
Issuance ofDebt 
Payment to Refunded Bond Escrow Agent 
Transfers In 

Transfers Out 

Total Other Financing Sources (Uses) 

Mcl Change in Fund Balances 

Fund Balance - Beginning of Year 

Fund Balance - End of Year 

Total Special Debt Service Total Total Nonmajor 
Revenue Fund Special Capital Governmental 
Funds Taxing Areas Project Funds Funds^ 

$316,618 S S $ 316.618 
::.:ni ":.:ni 

1.409 1.409 
168,912 - - 168,912 
103,657 - - 103,657 
32,687 - - 32,687 

- 113,949 - 113,949 
14,541 - - 14,541 

21,191 _ _ 21,191 
13,865 - - 13.865 
3,542 19 1,635 5,196 

29,561 - 29,561 
29,266 663 1,042 30,931 

806,001 i 16,040 2,677 924,718 

233,227 233,227 
5,704 - - 5,704 
3,158 - - 3,158 

51.405 - 51,405 
53,019 - - 53,019 
84,424 - - 84,424 

435,432 - - 435,432 
869 - 869 

- - 66,399 66,399 

36.535 _ 36,535 
3,898 28,431 - 32,329 

871,136 64,966 66,399 1,002,50] 

(65,135) 51,074 (63,722) (77,783) 

88,018 1,443 120,647 210,108 

13,600 44,185 _ 57,785 
(21,500) (87,899) - (109,399) 

80,118 (42,271) 120,647 158,494 

14,983 8,803 56,925 80,7 U 
90,757 149,647 47,746 288,150 

$105,740 $158,450 $104,671 $368,861 

Source: Schedule B-2 in the Nonmajor Govemmenlal Funds Section of the City of Chicago Comprehensive Armual Fmancial Report 
(CAFR) for the year ended December 31, 2010 The City's CAFR for the year ended December 31, 2010 is available upon request from the 
Office of the City Comptroller. 

The line items under "Total Nonmajor Governmental Funds" above are identical io the line items under the column captioned "Other 
Goverrunental Funds" appearing as Exhibit 4 to the City's Basic Financial Statements for the year ended December 3!, 2010 included as 
APPENDIX C hereto 
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DctolueS Touche LLP 
111 s'WackerDrive 
Chicago. IL 60506-4301 
USA 

Tel:+1 312 486 1000 
Fa!C+1 312 486 i 48S 
v w ^ dek3itle.com 

INDEPENDENT AUDITORS' REPORT 

To the Honorable Rahm Emanuel, Mayor, 
and Members of the City Council 
City of Chicago, Illinois 

We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, each major tlind, and the aggregate remaining fund information of the City of Chicago, Illinois 
(the "City"), as of and for the year ended December 31, 2010, which collectively comprise the City's 
basic fmancial statements, as listed in the table of contents. These fmancial statements are the 
responsibility of the City's management. Our responsibility is to express opinions on these financial 
statements based on our audit. We did not audit the fmancial statements of the City's Pension Plans (the 
"Plans") which, in aggregate, represent substantially all the assets and revenues of the fiduciary funds, 
included in the aggregate remaining fiind information. Those financial statements were audited by other 
auditors whose reports thereon have been flimished to us, and our opinion, insofar as it relates to the 
amounts included for the Plans, is based solely on the reports of the other auditors. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the respective fmancial statements are free of material misstatement. An audit includes 
consideration of intemal control over fmancial reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the City's intemal control over financial reporting. Accordingly, we express no such opinion. An audit 
also includes examining, on a test basis, evidence supporting tlie amounts and disclosures in the 
respective financial statements, assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. We believe that our 
audit and the reports of other auditors provide a reasonable basis for our opinions. 

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to • 
previously present fairly, in all material respects, the respective net assets or financial position of the 
governmental activities, the business-type activities, each major fund, and the aggregate remaining fund 
information of the City, as of December 31, 2010, and the respective changes in fmancial position and, 
where applicable, cash flows thereof and the respective budgetary comparison for the General Fund for 
the year then ended, in conformity with accounting principles generally accepted in the United States of 
America. 

As discussed in Note I to the fmancial statements, effective January 1, 2010, the City adopted Statement 
No. 53 of the Government Accounting Standards Board (GASB), Accounting and Financial Reporting 
for Derivative Instruments. 

The Management's Discussion and Analysis and Schedule of Other Postemptoyment Benefits Funding 
Progress, as listed in the table of contents, are not a required part of the basic financial statements, but are 
supplementary information required by the GASB. This supplementary information is the responsibility 

Odoina Touch* Tohnnliu UmiiM! 



of the City's management. We and other auditors have applied certain limited procedures, which 
consisted principally of inquines of management regarding the methods of measurement and presentation 
of the required supplerncntary infomiation. However, we did not audit the information and express no 
opinion on it. 

5 ^cuck^ LL? 

June 29,2011 
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CITY OF CHICAGO, ILLINOIS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31, 2010 

Management's Discussion and Analysis 

As management of the City of Chicago, Illinois (City) we offer readers of the City's Basic Financial Statements this 
narrative overview and analysis of the financial activities of the City for the fiscal year ended December 31, 2010. We 
encourage the readers to consider the infomiation presented here in conjunction with other information contained 
within this report. 

Fiscal 2010 Financial Highlights 

• Liabilities and Deferred Inflows of the City, in the government-wide financial statements, exceeded its assets and 
deferred outflows at the close of the most recent fiscal year by $1,570.8 million {net deficit). Of this amount, 
$8,014.3 million is an unrestricted deficit, while $2,041.2 million is invested in capital assets, net of related debt 
and $4,402.3 million is restricted for specific purposes. 

• The City's total assets and deferred outflows increased by $1,695.6 million. The increase relates to $453.1 
million increase in capital assets as a result of the City's capital improvement program and $812 8 million 
increase in restricted cash and cash equivalents and investments primarily as a result of the Ci t /s financing of its 
business activities capital programs. 

• Revenues and Other Financing Sources, in the fund financial statements, available for general governmental 
operations during 2010 were $7,467.1 million, a decrease of $1,123.6 million (13.1 percent) from 2009. The 
reduction was a result of the 2009 transfers in of $1,702.5 million when the service concession agreements fund 
was established. 

• The General Fund, also in the fund financial statements, ended 2010 wllh a total Fund Balance of $135.5 million. 
Total Fund Balance increased from 2009 primarily because Revenues and Other Financing Sources were more 
than Expenditures and Other Financing Uses by $82.3 million. Fund Balance at December 31, 2010 of $36.2 
million was reserved for commitments. Unreserved Fund Balance was $81.2 million at December 31, 2010, 
compared to a balance of $2.7 million at the end of 2009. 

• The Ci t /s general obligation bonds and notes outstanding increased by $641.3 million during the current fiscal 
year. The proceeds from Ihe increase in bonds were used to finance the C i l / s capital plan and certain operating 
expenses. 

Overview of the Rnanclal Statements 

This discussion and analysis is intended to serve as an introduction to the Ci t /s basic financial statements, which 
include the following components: 1) govemment-wide financial statements, 2) fund financial statements, and 3) 
notes to the basic financial statements. This report also contains required supplementary information and other 
supplementary information in addition to Ihe basic financial statements. These components are described below: 

Government-wide financial statements. The government-wide financial statements are designed to provide 
readers with a broad overview of the Ci t /s finances, using accounting methods similar to those used by private-
sector companies. The statements provide bo\h short-term and long-temri information about the Cit /s financial 
position, which assists in assessing the Ci t /s economic condition at the end of the fiscal year. These financial 
statements are prepared using the flow of economic resources measurement focus and the accrual basis of 
accounting. This basically means such statements follow methods that are similar to those used by most businesses. 
They take into account all revenues and expenses connected with the fiscal year even if cash involved has not been 
received or paid- The govemment-wide financial statements include two statements: 

The statement of net assets presents information on all of the Cit /s assets, deferred outflows, liabilities, and deferred 
inflows with the difference reported as net assets. Over time, increases or decreases in net assets may serve as a 
useful indicator of whether the financial position of the City is improving or deteriorating, respectively. To assess the 
overall health of the City, the reader should consider additional non-financial factors such as changes in the Ci t /s 
property tax base and the condition of the Ci t /s roads. 

The statement of activities presents information showing how the government's net assets changed during each fiscal 
year. All changes in net assets are reported as soon as the underlying event giving rise lo the change occurs, 



CITY OF CHICAGO, ILLINOIS 
MANAGEMErrrS DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31.2010 - Continued 

regardless of the timing of tfie related cash flows. Thus, revenues and expenses are reported In this statement for 
some items that will only result in cash flows in future periods (for example, uncollected taxes, and earned but unused 
vacation). This statement also presents a comparison between direct expenses and program revenues for each 
function of the Crty. 

Both of the government-wide financial statements distinguish functions of the City that are principally supported by 
taxes and intergovernmental revenues {governmental activities) from other functions that are intended to recover all 
or a stgnific^t portion of their costs through user fees and charges [business-type activities). The governmental 
activities of the City include genera! govemment, public safety, streets and sanitation, transportation, health, and 
cultural and recreation. The business-type activities of the City include water, sewer, tollway and airport services. 

The government-wide financial statements present information about the City as a primary govemment, which 
includes the Chicago Public Library and the City related funds of the Public Buikiing Commission. The govemment-
wide financial statements can be found immediately following this management's discussion ^ d analysis. 

Fund financial statements. A fund is a grouping of related accounts that is used to mainteiin control over resources 
that have been segregated for specific activities or objectives. The City, like other state and locai governments, uses 
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of 
the City can be divided into three categories; govemmenlal funds, proprietary funds, and fiduciary funds. 

Governmental funds. Governmental funds are used to account for essentially Ihe same functions reported as 
governmental activities In the government-wide financial statements. However, unlike the government-wide financial 
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable resources, 
as well as on balances of spendable resources available at the end of a fiscal year. Such information may be useful 
in evaluating a government's near-term financing requirements. 

Because the focus of governmental funds is narrower than that of the govemment-wide financial statements, it is 
useful to compare the information presented for governmental funds with similar information presented for 
governmental activities in the government-wide financial statements. By doing so, readers may better understand the 
long-term impact of the government's near-term financing decisions. Both the governmental fund balance sheet and 
the govemmenlal fund statement of revenues, expenditures, and changes In fund balances provide a reconciliation to 
facilitate the comparison between governmental funds and governmental activities. 

The City maintains 20 Individual governmental funds. Infomiation for the seven funds that qualify as major is 
presented separately in the governmental fund balance sheet and in the governmental fund statement of revenues, 
expenditures, and changes in fund balances. The seven major governmental funds are as foltows: the General Fund, 
the Federal, State and Local Grants Fund, the Special Taxing Areas Fund, Service Concession Agreement Fund, the 
Reserve Fund, the Bond, Note Redemption and Interest Fund, and the Community Development and Improvement 
Projects Fund. Data from the other governmental funds are combined into a single, aggregated presentation. 

The City adopts an annual appropriation budget for its general and certain special revenue funds on a non-GAAP 
budgetary basis. A budgetary comparison statement has been provided for the General Fund, the only major fund 
with an appropriation budget, lo demonstrate compliance with this budget. The baste governmental fund financial 
statements can be found immediately following the government-wide statements. 

Proprietary funds. These funds are used to show activities that operate more like those of commercial enterprises. 
Because these funds chaige user fees for sennces provided to outside customers including local governments, they 
are known as enterprise funds. Proprietary funds, like govemment-wide statements, use the accrual basis of 
accounting and provide both long- and short-term financial infonmation. There is no reconciliation needed between 
the govemment-wide financial statements for business-type activities and the proprietary fund financial statements. 
The City uses five enterprise funds to account for Its water, sewer, tollway and two airports operations. 
Proprietary funds provide the same type of information as the government-wide financial statements, but provide 
more detail. The proprietary fund financial statements provkJe separate Information for the Water Fund, Sewer Fund, 
Chicago Skyway Fund, Chicago-O'Hare Intemational Airport Fund and the Chicago Midway International Airport 
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Fund. All the proprietary funds are considered to be major funds of the City. The basic proprietary fund financial 
statements can be found immediately following the governmental fund financial statements. 

Fiduciary funds. Fiduciary funds are used primarily to account for resources held for the benefit of parties outside 
the primary govemment. The City is the trustee, or fiduciary, for Its employees' pension plans. It is also responsible 
for other assets that, because of a trust an-angement can be used only for the trust beneficiaries. The City also uses 
fiduciary funds to account for transactions for assets held by the City as agent for various entities. The City is 
responsible for ensuring that the assets reported in these funds are used for their intended purposes. Fiduciary funds 
are not reflected in the government-wide financial statements because the resources of those funds are not available 
to support the Ci t /s own programs. All of the Cit /s fiduciary activities are reported in a separate statement of 
fiduciary net assets and a statement of changes in fiduciary net assets. The accounting used for fiduciary funds is 
much like that used for proprietary funds. The basic fiduciary fund financial statements can be found immediately 
following the proprietary fund financial statements. 

Notes to the basic financial statements. The notes provkJe additional information that is essential to a full 
understanding of data provided in the government—wide and fund financial statements. The notes to the basic 
financial statements can be found immediately following the fiduciary fund financial statements. 

Financial Analysis of the City as a Whole 

Net assets (deficit). As noted earlier, net assets may serve over time as a useful indicator of a government's 
financial position. In the case of the City, liabilities and deferred Inflows exceeded assets by $1,570.8 million at 
December 31,2010. 

A large portion of the Cit /s net deficit, $2,041.2 million reflects its investment in capital assets (land, buikJings, roads, 
bridges, etc.) (ess any related debt used to acquire those assets that is still outstanding. The City uses these capital 
assets to provide services to citizens; consequently, these assets are not available for future spending. Although the 
Ci t /s investment in its capital assets Is reported net of related debt, it should be noted that the resources needed to 
repay fhis debt must be provided from other sources, since the capital assets themselves cannot he used to liquidate 
these liabilities and deferred inflows. 

City of Chicago, Illinois 
Summary Statement of Net Assets 

(In mil l ions of dollars) 

Governmental B u s i n e s s ^ e 
Activit ies Activit ies Total 

2010 2009 2010 2009 2010 2009 

Cuirent and other assets $ 6,109.4 $ 6,106.2 $ 3,939.1 $ 2,77Z6 $ 10,048.5 $ 8,876.6 
Capital assets 7,288.3 7,311.5 11,393.8 10,917.5 18,682.1 18,229.0 

Deferred outflows 92.5 75.4 141.4 85.7 233.9 161.1 

Total 13,490.2 13,493.1 15,474.3 13.775.8 28,964.5 2 7268.9 

Long-term liabilities outstanding 13,656.4 1^217.4 11,176.8 9.688.6 24,633.2 21,906.0 
Other liabilities 1,468.7 1,448.0 853.9 782.1 2,322.6 2,230.1 

Total Liabilities 15,125,1 13,665.4 12.030.7 10.470.7 27,155.8 24.136.1 

Deferred Inflows 1,660.4 1,661.5 1,719.1 1,737 6 3.379.5 3,419.1 

Net assets: 

Invested in capital assets, 

net of related debt (324.3) 2S1.1 2,365.5 2.286.7 2,041.2 2,537.8 

Restricted 3,611.5 3,735.1 790.6 821.9 4,40Z3 4,557.0 
Unrestricted (6,582.5) (5.840.0) (1.431.8) (1.S41.1) (8,014.3) (7,381.1) 

Total net assets (deficit) $ (3,295.3) $ (1,853.8) $ 1.724.5 $ 1,567.5 $ (1,570.8) $ (286.3) 
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An additional portion of the Ci t /s net assets ($4,402.3 million) represent resources that are subject to external 
restrtetions on how they may be used. 

Governmental Activities. Net assets of the Ci t /s governmental activities decreased $1,441.5 million to a deficit of 
$3,295.3 million. However, a significant portion of those net assets are either restricted as to the purpose they can be 
used for or they are invested in capital assets (buildings, roads, bridges, etc.) net of related d^t . Consequently, 
unrestricted net assets showed a $6,582.5 million deficit at the end of this year. This deficit does not meEm tiiat the 
City does not have the resources av^lable to pay its bills next year. Rather, it is the result of having kwig-tenn 
commitments that are greater than curraitly available resources. Specifically, the City did not include in past annual 
budgets the full amounts needed to finance future liabilities arising from personnel, property, pollution and casualty 
clams ($656,0 million), Munidpal employees. Policemen's and Firemen's net pension obligation ($4,144.5 million) 
and post-empk>yment benefits ($380.9 million). The City will irwlude these amounts In future years' budgets as they 
come due. In addition, the remaining deferred inflow of $1,660.4 mlllton will be amortized into income over the life of 
the concession service agreements. 

Over half of the Ci t /s revenue comes from taxes. Total taxes increased slightly. Total taxes include a decrease in 
property taxes of $.1 million (.01 percent). Other taxes increased by $.3 million (.01 percent) as a result of inaeases 
in sales and transaction taxes. Federal/State grants vary from year to year depending primarily on ttie level of 
spending for programs, construction and other projects. 

Expenses for governmental activities in 2010 were $6,564.5 million. This reflects an increase of $447.3 miilron (7.2 
percent) over 2009. Public Safety was the largest compor>ent of curent expenses, accounting for 42.4 percent of 
total expenses. Expenses increased as a result of contractual wage incre^es and related benefits. 

The cost of all governmental activities was $6,664.5 million. 
• The amount lhat taxpayers paid for these acth/ities through City taxes was only $2,918.8 million. 

• Some of the cost was p^d by those who directiy benefited from the programs ($610.4 million), or 
• By other governments and organizations that subsidized certain programs with grants and contributions 

($789.6 million). 
The City paid $904.2 rnillfon for the "public benefif portion with other revenues such as state aid, interest and 
miscellaneous income. 

Although total net assets of business-types activities were $1,724.5 million, these resources cannot be used to make 
up for the net asset deficit in governmental activities. The City generally can only use these net assets to finance the 
continuing operations of the water, sewer, tollway, and airports activities. 
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Revenues; 

Program Revenues: 

Licenses. Peimils. Fines arid 

Charges for Services 

Operating Grants and Contributions 

Capital Grants and Contributions 

General Revenues: 

Property Taxes 

Other Taxes 

Grants and Contributions not 

Restricted to Specific Programs 

Other 

Total Revenues 

Expenses: 

General Govemment 

PubBc Safety 
Streets and Sanitation 

Transportation 

Health 

Cultural and Recreatior^l 

Interest on Long-term Debt 

Water -
Sewer 
IWidway International Airport 

Chicago-O'Hare International Airport 

Chicago Skyway 

Total Expenses 

Change in Net Assets Before Transfers 

Transfers 

Change in Net Assets 

Net Assets, Beginning of Year 

(in mil l ions of dollars) 

Governmental 
Activities 

Bu8lnd88-typ8 
Activities Total 

2010 2009 2010 2009 2010 2009 

S 610.4 $ 621.9 $ 1,508 3 S 1,332.1 $ 2,119,7 S 1.954 0 

674.7 611.3 - - 674.7 611.3 

114.9 115.3 246.3 211.2 361.2 326.5 

796.9 797.0 796.9 797.0 

2.121.9 2,121.6 

• 
- 2,121.9 2,121.6 

654.0 601.2 570 - 711.0 601.2 

250.2 250.4 - 21.3 250.2 271.7 

5,223.0 5.118.7 1,811.6 1,564.6 7,034.6 6.683.3 

2,557.7 2.364.8 2,557.7 2,364.8 

2.824.0 2.521.1 

• 
- 2,824.0 2,521.1 

235.9 297.2 - - 235,9 297.2 

373.4 351.1 

• 
- 373.4 351.1 

142.4 166,9 - - 142.4 166.9 

126.9 130,0 - - 126.9 130.0 

404.2 386.1 - - 404.2 386.1 

• 
- 399.3 382.5 399.3 382.5 

- - 184.9 170.0 184.9 170.0 

- 224.5 206.6 224.5 200.6 

- - 834 5 811.7 834.5 811.7 

11.3 11.8 11.3 11.8 

6.664.5 6.2172 1.654 5 1.582.6 8.319.0 7.799.8 

(1.441.5) (1,098.5) 1571 (18.0) (1,284.4) (1.116.5) 

(1.441.5) (1.098,5) 1571 (18.0) (1,284.4) (1.116.5) 

(1.853.8) (755.3) 1,5674 1,585.4 (286.4) 830.1 

S (3,295.3) $ (1,853.8) S 1.724.5 $ 1.567.4 $ (1.570.8) S (286.4) 
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Expenses and Program Revenues - Governmental Activities 
(in millions of dollars) 

200 400 600 800 1,000 1,200 1,400 1,600 1,800 2,000 2,200 2,400 2,600 2,800 3,Q0Q 
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Business-type Activities, Revenues of the City's business-type activities increased by $247.0 million in 2010 due 
primarily to increases in charges for services, rent and investment earnings. All Funds met debt service coverage 
ratios set forth in the applicable bond indentures. 

• The Water Fund's operating revenues for 2010 increased by 11.8 percent from 2009 due to an increase in water 
rates. Operating expenses in 2010 increased by 3.4 percent primarily due to an increase in personnel and 
contractual services, as well as depreciation and amortization. 

• The Sewer Funcf s operating revenues increased 13.2 percent during fiscal year 2010, as the result of an increase 
in water and sewer rates. Operating expenses increased 4.7% as a result of increased personnel services, 
depreciation and amortization, and general fund reimbursements. 

• Chicago Midway Intemational Airport Fund's operating revenues for 2010 increased by $26.8 million compared to 
prior year operating revenues. Operating expenses increased by $13.8 million primarily due to an increase in 
personnel serw'ces, contractual services, and depreciation and amortization. 

• Chicago-O'Hare Intemational Airport Fund's operating revenues for 2010 increased by $78.2 million (12.5 
percent) compared to prior year operating revenues as a result of increased fund deposit requirements. 
Operating expenses increased by $12.7 million as a result of an increase in contractual services, repair and 
maintenance, and depredation and amortization. 

• Ttie Chicago SItyway was leased for 99 years to a private company. The agreement granted the company to 
operate the Si<yway ^ d to collect toll revenue during the term of the agreement. The City received an upfront 
payment of $1.83 billion of which $446.3 million was used to advance refund all of the oiitstanding Skyway bonds. 
The upfront payment is being amortized into non-operating revenue over the period of the lease ($18.5 million 
annually). 
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Expenses and Program Revenues - Business-type Acthdties 
(in millions of dollars) 
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Financial Analysts of ttie City's Funds 

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements. 

Governmental funds. The focus of the City's governmental funds is to provide infonnation on near-term inflows, 
outflows, and balances of spendable resources. Such infonnation is useful in assessing the City's financing 
requirements In particular, unreser^'ed fund balance may serve as a useful measure of a government's net 
resources available for spending at the end of the fiscal year. 

At December 31, 2010, the City's governmental funds reported combined ending fund balances of $1,878.5 million, 
an increase of $7i.6 million in comparison with the prior year. Of this total amount ($77.6 million) constitutes 
undesignated fund balance. The remainder of fund balance is reserved to indicate that it is not available for new 
spending because it has already been committed 1) to liquidate contracts and purchase orders of the prior period 
($286.1 million). 2) to pay debt sen/ice ($423.1 million), 3) to provide a long-term reserve ($739.2 million), 4) for future 
appropriations ($326.7 million), and 5) for a variety of other restricted purposes ($25.8 million). 

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, unreserved fund 
balance of the General Fund was $81.2 million with a total fund balance of $135.5 million. As a measure of the 
General Fund's liquidity, it may be helpful to compare both unreserved fund balance and tola! fund balance to total 
fund expenditures. Total General Fund balance represents 4.5 percent of total General Fund expenditures. The fund 
balance of the Ci t /s General Fund increased by $80,8 million during the current fiscal year. Revenues and Other 
Financing Sources exceeded Expenditures and Other Financing Uses by $82.3 million. As a result of increased 
economically sensitive taxes and lower than expected personnel and benefit expenses. 

The Federal, State and Local Grants Fund has a total fund balance of $13.1 million, $7.7 million of which is reserved 
for the resale of property, while there is an unreserved, undesignated fund balance of $5.4 million. 

The Special Taxing Areas Fund has a total fund balance of $1,400.3 million, of which $191.2 million is reserved for 
encumbrances, $188.0 million is designated for future appropriations and the remaining $1,021.1 million is 
unreserved, undesignated. Increase in fund balance is a result of Special Area tax exceeding expenditure. 

The Service Concession Agreement Fund accounts for deferred inflows from non business type long-term concession 
and lease transactions and has an unreserved, undesignated fund deficit of $1,660.4 million. 

The Reserve Fund has a total fund balance of $877.9 million, of which $739.1 million is reserved as a long-term trust. 
The remaining is designated for future appropriations. Fund balance decreased as a result of transfers out 

The Bond, Note Redemption and Interest Fund have a total fund balance of $264.6 million. Fund balance was 
consistent with prior year. 

The Community Development and Improvement Projects Fund has a total fund balance of $478.6 million, of which 
$37.1 million is reserved for encumbrances and the remaining $441.5 million is unreserved, undesignated. The 
increase in fund l^alance during the cunrent year in the Community Development and Improvement Projects Fund was 
$137.7 million, as a result of the timing of the capital program finEtncing. 

Changes In fund balance. The City's governmental fund revenues (excluding other financing sources) increased by 
.9 percent or $49.4 million. 

Proprietary fundu. The City's proprietary funds provide the same type of infonnation found in the government-wide 
financial statements, but in more detail. 

12 
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Unrestricted net assets of the Water, Sewer, Chicago Skyway. Chicago-O'Hare Intemational Airport, and Chicago 
Midway International Airport Funds at the end of the year amounted to a deficit of $1,431.8 million. The total increase 
in unrestricted net assets related lo changes in the $2,365.5 million of net assets invested in capital assets, net of 
related debt and the $790.8 million of net assets restricted is primarily due to assets being reserved for debt service, 
construction, and rehabilitation. Other factors concerning the finances of these five funds have already been 
addressed in the discussion of the C i l / s business-type activities. 

General Fund Budgetary Highlights 

The City's 2010 Original General Fund Budget is $3,179.7 million. This budget reflects a decrease of $6.8 million (.2 
percent) over the 2009 Budget. The Cit /s 2010 General Fund Budget was approved by the City Council on 
December 2, 2009. The General Fund revenues on a budgetary basis were $49.9 million less than the final budget 
as a result of higher than expected taxes, offset by lower transfers in. In addition, unfavorable results occurred in 
internal sen^ipes revenue, licenses and permits, and fines. Expenditures were $135.6 million less than budgeted as a 
result of favorable variances in general government, primarily as a result of lower than expected health care and 
personnel related expenses. Additional information on the Ci t /s budget can be found in Note #3 under Stewardship, 
Compliance and Accountability within this report. 

The General Fund revenues and expenditures in 2010 ended the current fiscal year with an available unreserved fund 
balance of $81 -2 million, which is a $78.5 million increase over 2009. 

Capital Asset and Debt Administration 

Capital assets. The Cit /s capital assets for its governmental and business-type activities as of December 31, 2010 
amount to $18,682.1 million (net of accumulated depreciation). These capital assets include land, buildings and 
system improvements, machinery and equipment, roads, highways and bridges, and property, plant and equipment. 

Major capita! asset events during the current fiscal year included the following: 
• The CiW continued its LEED Strategy with the construction, of three new district police stations, the 8'^ the 9'^ 

and 23 , all totaling $78.2 million in constmction cost. 
• The City also completed the new LEED silver certified Vehicle Maintenance Facility with construction costs 

totaling $20.0 million. 
• During 2010 the City completed $52.8 million in bridge and viaduct reconstruction projects, $102.1 million in street 

construction and resurfacing projects, and $4.2 million in street lighting and transit projects. 
• During 2010 the Water Fund expended $139.7 million for capital activities. This included $4.5 million for 

structures and improvements, $10.3 million for equipment, $46.8 million for construction in progress, and $78,1 
million for distributiori plant, of which $20.4 million was for water mains; $37.3 million for in-house construction 
costs; $16.3 million for engineering fees; $2.5 million for capitalized interest; and $1.6 million for completed meter 
projects. Net completed projects totaling $96.1 million were transferred from construction in progress to 
applicable capital accounts. The major completed projects relate to South Water Purification Plant chlorine 
improvement projects ($53.3 million), CCTV, card access, camera upgrades ($4.2 million), es"* Street Pumping 
Station roof rehab ($4.1 million), and installation and replacements of water mains ($30.9 million). The 2010 
Water Main Replacement Program completed 30 miles of water mains. 

• The 2010 Sewer Main Replacement Program completed 8.6 miles of sewer mains and 37.7 miles of relining of 
existing sewer mains at a cost of $133.0 million. 

• Chicago Midway Intemational Airport had capital asset additions In 2010 of $28.0 million principally due to land 
acquisition, teiminal improvements, security enhancements, parking, and runway improvements. 

• Chicago-O'Hare Intemational Airport had capital asset additions in 2010 of $475.5 million principally due to land 
acquisition, terminal improvements, security enhancements, runway and taxiway improvements along with 
heating and refrigeration, and apron improvements. 
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City of Chicago, IIKnols 
Capital AseetB (net of depreciation) 

(In mill ions of dollars} 

Governmental 
Actfvftlas 

2010 2009 

Business-type 
Activftfes 

2010 2009 

Total 

2010 2009 

U n d S 1,382 2 $ 1.3727 S 8G4 0 $ 839 5 S 2 246 2 $ 2,2122 

Works ol Alt ana 

Historical Collections 13.1 13.1 - - 13.1 I3.l 

Constnjction in Pragrass 164.6 225.3 1,419.8 1,502.5 1,584.2 1,727.8 

Buildings and Other improvements... 1.677.7 1.5S9.8 8.767.5 8.286.6 10.445.2 3,876.4 
Machinery and Equipment 320.2 335 9 342.7 288.9 662.9 624.8 

Infrastructure 3730.5 3.774.7 • 3.730.5 3.774.7 

Total $ 7.288.3 $ 7.311.5 $ 11.393.6 $ 10.917.5 $ 18.682.1 $ 18.229.0 

Information on the City's capital assets can be found in Note #7 of this report. 

Debt. At the end of the current fiscal year, the City had $6,660.0 million in General Obligation Bonds and Notes and 
$844.8 million in General Obligation Certificates and Other Obligations outstanding. Other outstanding long-tenn debt 
is as follows; $203.9 million in Motor Fuel Tax Revenue Bonds; $355.5 million of Sales Tax Revenue Bonds; $163.6 
million in Tax Increment Rnancing Bonds; $1.2 million in Installment Purchase Agreements; and $10,923.7 million in 
Enterprise Fund Bonds and long-term obligations. For more detail, refer to Note No. 10 Long-term Obligations in the 
Basic Financial Statements. 

City of Chicago, Illinois 
General Obligation and Revenue Bonds 

(In mill ions of dollars) 

Governmental Business-type 
Activities Activities Total 

2010 2009 2010 2009 201O 2009 

General Obligation $ 7,504.7 

InstaJIment Purchase Agreement 1.2 

Tax Increment 163.6 

Revenue Bonds 559.4 

Total $ 8.228.9 

$ 6,863.4 

3.5 

186.2 

564.8 

$ 7,617.9 

10.923.7 

$ 10.923.7 

9.532.3 

S 9,532 3 

$ 7.504.7 

1.2 

163.6 

11.463.1 

$ 19,152.6 

$ 6,863.4 

3.5 

186.2 

10.097.1 

$ 17.150.2 

During 2010, the City Issued the following: 

General Obligation Bonds and Notes: 

• General Obligation Bonds, Refunding Series 2009A. Taxable Project and Refunding Series 2009B, Taxable 
Project Series 2009C (Build America Bonds) and Taxable Project Series 2009D (Recovery Zone Economic 
Development Bonds) ($793.3 million) 

• General Obligation Modern Schools Across Chicago Bonds, Series 201 OA and Taxable Series 201 OB ($150.1 
million) 

• General Obligation Bonds Taxable Series 2010B (Build America Bonds) ($213.6 million) 
• General Obligation Short Term Notes Series 2010 ($70.4 million) 
• General Obligation Commercial Paper Notes ($170.7 million) 
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Enterprise Fund Revenue Bonds and Notes: 

• Second Lien Water Revenue Bonds, Project and Refunding Series 201 OA. Taxable Project Series 2010B (Build 
America Bonds) and Taxable Project Series 201OC (Qualified Energy Conservation Bonds) ($313.6 million) 

• Second Lien Wastewater Transmission Bonds, Revenue Refunding Series 201 OA and Taxable Revenue Project 
Taxable Series 2010B (Build America Bonds) ($275.9 million) 

• Water Commercial Paper Notes ($51.5 million) 
• Chicago-O'Hare International Airport Passenger Facility Charge Revenue Bonds, Series 201 OA (Non-AMT), 

Series 201 OB (Non-AMT). Taxable Series 201 OC and Refunding Series 201 CD (Non-AMT) ($137.7 million) 
• Chicago-O'Hare Intemational Airport General Airport Third Lien Revenue Bonds, Series 201 OA (Non-AMT), 

Taxable Series 2010B (Build America Bonds), Series 2010C (Non-AMT), Refunding Series 2010D (AMT), 
Refunding Series 2010E (AMT) and Series 2010F (Non-AMT) ($1.04 billion) 

• Chicago Midway Airport Second Lien Revenue Bonds, Taxable Series 2010 A-1 and Taxable Series 2010 A-2 
($80.5 million) 

• Chicago Midway Airport Second Lien Revenue Bonds, Series 201 OB (Non-AMT), Taxable Series 201 OC and 
Taxable Series 2010 D-2 ($246.5 million) 

• Chicago-O'Hare Intemational Airport General Commercial Paper Notes ($.5 million) 
• Chicago Midway Intemational Airport General Commercial Paper Notes ($35.5 million) 

At December 31, 2010 the City had credit ratings with each of the three major rating agencies as follows: 

standard & 
Rating Agency • Moody's Poors FHcti 

General Obligation: 
City Aa3 A+ AA-

Revenue Bonds; 
O'Hare Airport: 

First Uen Getietal Airport Revenue Bonds Aa3 AA AA+ 
Second Lien General Airport Revenue Bonds A l AA- AA 
Third Lien General Airport Revenue Bonds A l A- A 
Rrst Lien Passenger Fj«:ility Ctiarge (PFC) A2 A- A+ 

Midway Airport: 
Rrst Lien A2 A A 
Second Uen A3 A- A-

Water 
First Uen Aa2 AA AA+ 
Second Lien Aa3 AA- AA 

Wastevrater: 
First Lien Aa2 AA- n/a 
Junior Uen Aa3 A+ - AA 

Sales Tax Aa2 AAA AA-

Motor Fuel Tax Aa3 AA+ A-

In 2007, the City closed and extinguished the First Lien Passenger Facility Charge (PFC) bonds. All outstanding PFC 
bonds dxist within the same lien status. 
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CITY OF CHICAGO, ILLINOIS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31, 2010 - Concluded 

Economic Factors and Next Year's Budgets and Rates 

The City's finances are closely tied with the global and national economies. Nationally, in 2010 new housing unit 
starts experienced a slight increase of 5.5 percent above 2009 levels. Additionally, in Chicago year to date average 
home prices increased 1.6 percent in 2010 over 2009 levels and real estate transaction lax collections increased by 
23.8 percent from 2009 collections as a result of the Federal Homeowner Affordability and Stimulus Plan. 

Additionally. 2010 sales tax collections saw a slight increase of 1 8 percent. Amusement tax collections increased by 
7.72 percent in 2010 as a result o( post season sporting events. 

Chicago is a center of tourism and conventions Chicago's business district includes more than 30,000 hotel rooms 
within a five-mile range of McCormick Place, the convention facility that contains 2.6 million square feet of exhibit 
hails. Hotel projects completed in 2010 included the JW Marriott with 610 rooms and Hotel Palomar with 261 rooms. 
Hotel occupancy increased to 70 percent in 2010 and the average daily room rate increased by 1.84 percent. 

The 2010 national unemployment rate reached 9.63 percent up from 9,275 percent in 2009. The City saw minimal 
change in 2010 as its unemployment rate increased lo 10.1 percent in 2010 up from 10.0 percent in 2009. 

The City's 2011 Corporate Fund budget v;as approved by the City Council on November 17, 2010. The City's budget 
totals $3,263.7 million, reflecting an increase of $84.0 million or approximately 2.6 percent of the 2010 Corporate 
Fund budget. The 2011 budget balances a preliminary shortfall of $654.7 million by reducing costs, better managing 
resources and utilizing strategic financial options, including the reduction of 277 full time budgeted positions. Due to 
severe economic conditions over recent years, the City has needed to utilize nonrecurring revenue sources for 
budgetary purposes. This has taker the form of expending asset concession reserves and intends to utilize tax 
increment funds by declaring a surplus in twenty-six tax increment financing districts. 

Requests for Information 

This financial report is designed to provide a general overview of the City's finances for all of those with an interest in 
Ihe government's finances. Questions concerning any of the information provided in this report or requests for 
additional financial information should be addressed to the City of Chicago Comptroller's Office. 
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Exhibit 1 
CITY OF CHICAGO, ILLINOIS 
STATEMENT OF NET ASSETS 
December 31,2010 
(Amounts are in Thousands of Dollars) 

Primary Govemment 
Governmental 

Activities 
ASSETS AND DEFERRED OUTFLOWS 
Cash and Cash Equivalents $ 1,594,798 
Investments 950,161 
Cash and Investments with Escrow Agent 457,748 
Receivables (Net of Allowances): 

Property Tax 1,423,922 
Accounts 735,807 

Internal Balances (16,851) 
Inventories 18,180 
Restricted Assets: 

Cash and Cash Equivalents 137,363 
Investments 560,246 

Other Assets 247,931 
Capital Assets: 

Land, Art, and Construction in Progress 1,559.949 
Other Capital Assets, Net of Accumulated Depreciation 5.728,394 

Total Capital Assets 7.288.343 
Deferred Outflows 92.589 

Total Assets and Deferred Outflows $ 13.490.237 

LIABILITIES AND DEFERRED INFLOWS 
Voucher Warrants Payable $ 479,047 
Short-term Debt 672 
Accrued Interest 145,788 
Accrued and Other Liabilities 733,300 
Unearned Revenue 109,836 
Long-term Liabilities: 

Due Within One Year 275,186 
Other Long-term liabilities 
Derivative Instrument Liability 115,269 
Due in More Than One Year 13.266,026 

Total Liabilities 15.125,124 

Deferred Inflows 1,660,426 

NET ASSETS 
Invested in Capital Assets, Net of Related Debt (324,284) 
Restricted for: 

Capital Projects 99,646 
Long-term Reserve 877.890 
Debt Service 1,132,545 
Federal, Stale and Local Grants 13,050 
Special Taxing Areas 1,488,402 
Passenger Facility Charges 
Noise Mitigation Program 
Other Purposes 

Unrestricted (Deficit) (6,582,562) 
Total Net Assets (Deficit) $ (3,295,313) 

Business-type 
Activities 

$ 225,325 
132,890 

Total 

1,820.123 
1.033,051 

457,748 

1,423,922 
281,101 1,016,908 

16,851 
15,502 33,682 

1,376,006 1,513,369 
1,396,955 1,957.201 

494,562 742,493 

2,283,645 3,843,594 
9.110,105 14.838,499 
11,393,750 18,682,093 

141.379 233.968 
$ 15,474,321 $ 28,964,558 

$ 278,138 $ 

212.366 
146,729 
216.619 

186.925 
17,937 
146,560 

10,825,412 
12,030,666 
1.719.091 

2,365,522 

174,035 

11,860 

179,571 
206.838 
218,577 

(1.431,859) 

757,185 
672 

358.154 
880,029 
326,455 

462,111 
17,937 

261.829 
24,091,438 
27.155.810 

3,379,517 

2,041.238 

273,681 
877.890 

1,144,405 
13,050 

1,488,402 
179,571 
206.838 
218,577 

(8,014.421) 

$ 1.724,544 $ (1,570,769) 

See notes to basic financial statemenls. 
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Exhibit 2 
CITY OF CHICAGO, ILLINOIS 
STATEMENT OF ACTIVmES 
Year Ended December 31,2010 
(Amounts are in Thousands of Dollars) 

F u notions/Program 5 

Primary Govemment 
Governmental Activities: 

Genera! Govemment 
Public Safety 
Streets and Sanitation 
Transportation 
Health 
Cultural and Recreational .... 
Interest on Long-term Debt 

Total Governmental Activities 

Business-type Activities: 
Water 
Sewer 
Chicago Midway Intemational Airport 
Chicago-O'Hare International Airport 
Chicago Skyway 

Total Business-type Activities 

Total Primary Govemment 

Licenses, Permits, 
Fines and 

Expenses Charges lor Services 

$ 2,557.681 $ 370,028 
2.824.028 150,710 

235,863 38,092 
373,437 21.640 
142,352 8,332 
126.939 21,635 
404,218 

6,664,518 610,437 

399,347 458,395 
184,888 198,229 
224,465 149,056 
834,487 702,603 

11,312 -
1.654,499 1,508,283 

$ 8,319,017 $ 2,118,720 

See notes lo basic financial statements. 
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Program Revenues 

Operating 
Grants and 

Contributions 

S 487,373 
75,131 

98,287 
13,886 

674,677 

674,677 

Capital 
Grants and 

Contributions 

4.903 

109,968 

114,871 

3,414 
3,136 

43.226 
196,533 

246,309 

$ 361,180 

General Revenues 
Taxes: 

Property Tax 
Utility Tax 
Sales Tax 
Transportation Tax 
Transaction Tax 
Special Area Tax 
Recreation Tax 
Other Taxes 

Grants and Contributions not Restricted to 
Specific Programs 

Unrestricted Investment Earnings 
Miscellaneous 

Total General Revenues 
Transfers 

Change In Net Assets 
Net Assets - Beginning (Deficit) 

Net (Expense) Revenue and Changes in Net Assets 
Primary Govemment 

Governmental Business-type 
Activities Activities Total 

$ (1.695,377) $ $ (1,695,377) 
(2,598,187) - (2,598,187) 

(197,771) - (197,771) 
(241,829) - (241,829) 

(35,733) - (35.733) 
(91,418) - (91,418) 

(404,218) - (404.218) 
(5,264.533) - (5.264.533) 

62,462 62,462 
- 16,477 16,477 
- (32,183) (32,183) 
- 64,649 64,649 
- (11,312) (11,312) 
- 100,093 100.093 

(5,264.533) 100,093 (5,164,440) 

796,928 796,928 
561.936 - 561,936 
260,364 - 260,364 
335,235 - 335,235 
227,772 - 227,772 
477,241 - 477,241 
158,390 - 158.390 
100,935 - 100,935 

654,043 - 654,043 
100,269 6,831 107,100 
149,902 50,190 200.092 

3,823,015 57,021 3.880,036 

(1,441,518) 157,114 (1,284,404) 
(1,853,795) 1,567,430 (286,365) 

$ (3,295,313) $ 1,724,544 $ (1.570,769) 
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Exhibit 3 
CITY OF CHICAGO, ILLINOIS 
BALANCE SHEET 
GOVERNMENTAL FUNDS 
Decern t>er 31,2010 
(Amounts are In Thousands of Dollars) 

General 
ASSETS 
Cash and Cash Equivalents $ 
Investments 
Cash and Investments with Escrow Agent 
Receivables (Net of Allowances): 

Property Tax 
Accounts 

Due From Other Funds -
Due From Other Governments 
Inventories 
Restricted Cash and Cash Equivalents 
Restricted Investments 
Other Assets _ 

Total Assets 

LIABILITIES, DEFERRED INFLOWS AND FUND BALANCE 
Liabilities: 

Voucher Wan-ants Payable , 
Bonds, Notes and Other Obligations Payable - Current .. 
Accrued Interest 
Due To Other Funds 
Accrued and Other Liabilities 
Claims Payable 
Deferred Revenue 

Total Liabilities 

Deferred Inflows 

Fund Balance: 
Reserved for Encumbrances 
Reserved for Resale Property 
Reserved for Inventory 
Reserved for Debt Service 
Reserved for Long-term Trust Fund 
Unreserved, Designated for Future Appropriations 
Unresen/ed, Undesignated - Major Funds 
Unresen/ed, Undesignated - Special Revenue Funds 
Unreserved, Undesignated - Capital Projects Funds 

Total Fund Balance 
Total Liabilities, Deferred Inflows and Fund Balance .... 

See notes to basic financial statements. 

10.003 
13,065 

220,183 
254,124 
231,987 

18,180 

$ 747,542 

$ 159,608 

295,566 
117.443 
36,505 
2,879 

612,001 

Federal, State 
and Local 

Grants 

$ 32,990 
16,251 

28.038 
29.707 

145.497 

7.632 
$ 260,115 

$ 134,898 

40,850 
11,068 

60,249 
247,065 

36,210 

18,180 

81,151 

135,541 2 
$ 747.542 $ 260.115 

7,632 

5.418 

13,050 

Special 
Taxing 
Areas 

1,185,968 
199.320 

394.374 
1,417 
6,378 

$ 1.787,457 

39,884 

10,657 
3.387 

333,198 
. 387.126 

191,230 

188,000 
1,021,101 

1,400,331 
$ 1,787.457 
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Community 
Service Bond, Note Development Other Total 

Concession Redemption and Improvement Governmental Governmental 

Agreements Reserve and Interest Projects Funds Funds 

$ $ 29.649 $ 50,713 $ 71.647 $ 213,828 $ 1,594,798 
- 98,659 110,230 473,690 38,946 950.161 
-

• 
325,455 - 132,293 457,748 

_ 526.556 502,992 1,423.922 
- 1.973 41,525 2,832 22.363 318,331 
- 50.000 1,512 68,131 94,373 504,225 
- 1,511 - 38,481 417,476 
- - - - - 18,180 
- 137.363 - - - 137,363 
- 560.246 - - - 560,246 
- - - - - 7,632 

$ $ 877,890 $ 1.057,502 $ 616.300 $ 1,043,276 $ 6,330,082 

$ $ $ $ 39.566 $ 80,206 S 454,162 
- - 140,248 - 6,695 146,943 
- - 142,160 - 2.775 144,935 
- - - 97,910 81,010 525,993 

- - 198 67.228 199,324 
- - - - - 36,505 
- - 510,492 - 436,501 1,343,319 
- - 792,900 137,674 674,415 2.851,181 

1,660,426 - - 1.660,426 

37,148 21,486 286.074 
- - - - - 7,632 
- - - - - 18,180 
- - 264,602 - 158,450 423,052 
- 739,166 - - - 739,166 
- 138,724 - - - 326,724 

(1,660,426) - - 441,478 - (111,278) 
- - - - 96,330 96,390 
- - - - 92.535 92,535 

(1.660,426) 877.890 264,602 478,626 368.861 1,878,475 

$ $ 877,890 $ 1,057.502 $ 616,300 $ 1,043,276 $ 6.390,082 

Amounts repotted for governmental activities in the statement of net assets are different because: 

Capital assets used in governmental activities are not financial resources and therefore are not reported in Bie funds 
Other long-term assets are not available to pay for current-period expenditures and therefore are deferred in the funds... 
Certain Gabiltties, including bonds payable, are not ciue and payable in the current 
period and therefore are not reported in the funds 

Net assets of governmental activities 

7,288,343 
1,378,564 

(13,840,695) 
$ (3,295,313) 
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Exhibit 4 
CITY OF CHICAGO. ILUNOIS 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
GOVERNMENTAL FUNDS 
Year Ended December 31,2010 
(Amounts are In Thousands of Dollars) 

Revenues: 
Property Tax 
Utility Tax 
Sales Tax 
Transportation Tax 
State Income Tax 
Transaction Tax 
Special Area Tax 
Recreation Tax 
Other Taxes 

, Federal/State Grants 
Internal Service 
Licenses and Pennits 
Fines 
Investment Income (Loss) 
Charges for Sen/ices 
Miscellaneous 

Total Revenues 

Expenditures: 
Current: 

General Government 
Health 
Public Safety 
Streets and Sanitation 
Transportation 
Cultural and Recreational 
Employee Pensions 
Other 

Capital Outlay 
Debt Sen/ice: 

Principal Retirement 
Interest and Other Fiscal Charges 

Total Expenditures 

Revenues Over (Under) Expenditures 

General 

467,411 
495,842 
150,706 
282,011 

Federal, 
State and 

Local 
Grants 

Special 
Taxing 
Areas 

195.085 - -
- - 372.577 

158.330 - -
86.394 - -

1.735 814.144 
274.574 - -

96,240 - -
258.802 - -

4,200 - 2,323 
84,002 - 2 
55,460 - 274 

2,610.852 814,144 375.176 

903,890 467,299 182,027 
35.593 112.521 59 

1,828,984 77,180 406 
177,950 - "3,071 
70,032 119,294 54,994 

544 14,760 4,569 

11.944 17,187 . 

- • 
4.903 -

3,785 - -
1.219 - -

3.033.941 813,144 245,126 

(423,089) 1,000 130,050 

Continued on following pages. 
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Community 
Development 

Service Bond, Note and Nonmajor Total 
Concession Redemption Improvement Governmental Governmental 

Agreements Reserve and Interest Projects Funds Funds 

$ $ $ 437,463 $ $ 316,618 $ 754.081 
- - 22,324 72,201 561.936 
- - 29,753 - 1.409 527.004 
- - . 15,617 - 168,912 335.235 
- - - - 103.657 385.668 
- - - - 32,687 227.772 
- - - • - 113.949 486.526 
- - - - - 158.390 
- - - - 14.541 100.935 
- - - - - 815,879 
- - - - 21,191 295.765 
- - - - - 96.240 
- - - - 13,865 272,667 

33,430 54,265 4,311 5,196 103,725 
- - - - 29,561 113,565 

21,033 - 6,057 36.147 30,931 149,902 

21,033 33,430 565,479 40,458 924.718 5,385,290 

7 233,227 1,786,450 
- - - - 5,704 153,877 
- - - - 3.158 1,909,728 
- - - - 51,405 232,426 
- - - - 53,019 297,339 
- - - - 84,424 104.297 
- - - - 435,432 435.432 

- - - 869 30,000 
- - - 557.608 66.399 628.910 

349,608 36,535 389,928 
- - 332,487 - 32,329 366,035 

- 7 682,095 557,608 1,002.501 6,334,422 

21.033 33,423 (116.616) (517,150) (77,783) (949.132) 
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Exhibit 4-Concluded 
CITY OF CHICAGO, ILUNOIS 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
GOVERNMENTAL FUNDS 
Year Ended December 31, 2010 
(Amounts are In Thousands of Dollars) 

Federal, 
State and Special 

Local Taxing 
General Grants Areas 

Other Financing Sources (Uses): 
$ 16,500 $ $ 

- - -
Payment to Refunded Bond Escrow Agent .. - -

502.502 - 80,824 
Transfers Out (13,600) (1,000) (43,307) 

Total Other Financing Sources (Uses) 505,402 (1,000) 37,517 

Net Changes in Fund Balance 82,313 . 167.567 
54,706 13,050 1,232.764 

Change in Inventory (1,478) -

$ 135.541 $ 13.050 $ 1,400.331 

See notes to basic financial statements. 
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Community 
Development 

Sen/ice Bond, Note and Nonmajor Total 
Concession Redemption Improvement Governmental Govemmental 

Agreements Reserve and Interest Projects Funds Funds 

$ $ $ 559,081 $ 612,336 $ 210,108 $ 1,398,025 
- - - 36,365 - 36.365 
- - (412,184) - - (412.184) 
- - - 6,296 57,785 647,407 
- (457,852) (22,150) (99) (109,339) (647.407) 

(457.852) 124.747 654,898 158,494 1,022,206 

21,033 (424,429) 8,131 137.748 80,711 73.074 
(1,681.459) 1.302,319 256,471 340,878 288,150 1.806.879 

- - - - - (1,478) 

$ (1.660,426) $ 877,890 $ 264,602 $ 478.626 $ 368,861 $ 1,878,475 
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Exhibits 
CITY OF CHICAGO, ILUNOIS 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES 
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVmES 
Year Ended December 31,2010 
(Amounts are In Thousands of Dollars) 

Amounts reported for govemmental activities in the statement of activities are different because: 

Net change in fund balances-total govemmenlal funds $ 73,074 

Govemmental funds report capital outlays as expenditures. However, in 
Ihe statement of activities the cost of those assets is allocated over their 
estimated useful lives and reported as depreciation expense. This is the 
amount by which capital outlays exceeded depreciation in the current 
period (31,320) 

Revenues in the statement ot activities that do not provide current financial 
resources are not reported as revenues in the funds 30.106 

Bond proceeds provide current financial resources to govemmental funds, 
but issuing debt Increases long-term liabilities in the statement of nel 
assets. Thisistheamountbywhichproceedsexceededrepayments (657,809) 

Certain expenses reported in the statement of activities do not require 
the use of current financial resources and therefore are not reported as 
expenditures in govemmental funds (855.569) 

Change in the net assets of governmental activities $ (1,441,518) 
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Exhibit 6 
CITY OF CHICAGO. ILUNOIS 
STATEMENT OF REVENUES AND EXPENDITURES • BUDGET AND ACTUAL 
GENERAL FUND (BUDGETARY BASIS) 
Year Ended December 31,2010 
(Amounts are In Thousands of Dollars) 

Original 
Budget 

Revenues: 
Utility Tax $ 479,809 
Sales Tax 215.312 
Transportation Tax 155,661 
Transaction Tax 172,713 
Recreation Tax 154,757 
Business Tax 78,146 
State Income Tax 210,255 
State Sales Tax 245,042 
State Auto Rental 3,160 
Federal/State Grants 2,500 
Internal Service 289.328 
Licenses and Permits 105.953 
Fines 262.900 
Investment Income 3.00O 
Charges for Services 77,543 
Municipal Utilities 6,038 
Leases, Rentals and Sales 13,284 
Miscellaneous 11,150 
Issuance of Debt, Net of 

Original Discount 16,500 
Budgeted Prior Years' Surplus 

and Reappropriations 
Transfers In/Out 670,694 

Total Revenues 3,179,745 

Expenditures; 
Current: 

General Govemment 1,044.147 
Health 38,470 
Public Safety 1,826,846 
Streets and Sanitation 185,471 
Transportation 79,314 
Cultural and Recreational 564 

Debt Senfice: 
Principal Retirement 3,785 
Interest and Other Fiscal Charges 1,148 

Total Expenditures 3.179,745 

Final 
Budget 

479,809 
215,312 
155,661 
172,713 
154.757 
78,146 

210.255 
245,042 

3,160 
2,500 

289.328 
105,953 
262,900 

3,000 
77,543 
6,038 

19,284 
11,150 

16.500 

670,694 

3,179.745 

1,044,147 
38,470 

1,826,846 
185,471 
79,314 

564 

3.785 
1,148 

3.179,745 

Actual 
Amounts 

467,411 
229.202 
150,706 
195.085 
158.390 
82,960 

282.011 
266,640 

3.434 
1.735 

274,574 
96.240 

258.802 
4,200 

77.694 
6.405 

17,604 
37,759 

16.500 

502,502 

3.129.854 

919.386 
35.942 

1,832.942 
178.074 
72,375 

544 

3,785 
1,138 

3.044,186 

Variance 
Positive 

(Negative) 

(12,398) 
13,890 
(4,955) 
22,372 
3,633 
4.814 

71,756 
21,598 

274 
(765) 

(14,754) 
(9,713) 
(4,098) 
1,200 

151 
367 

(1,680) 
26,609 

(168.192) 

(43.891; 

124.761 
2,528 
(6,096) 
7,397 
6.939 

20 

10 

135,559 

Revenues Over (Under) Expenditures .... $ 85,668 $ 85.668 

See notes to baste financial statements. 
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Exhibit? 
CITY OF CHICAGO, ILLINOIS 
STATEMENT OF NET ASSETS 
PROPRIETARY FUNDS 
December 31, 2010 
(Amounts are in Thousands of Dollars) 

Busrness-type Activities - Enterprise Funds 

Mator F inds 

Chicago Ctiicago-

Midway OHare 

Intemational Internationa] Chicago 

Water Sewer Airport Airport Skyway Total 

ASSETS AND DEFERRED OUTFLOWS 

CUR F=lÊ fT A S S E T S : 
Unrestricted Assets: 

.. S 32.871 $ 17,999 $ 21.552 $ 150,789 S 2.114 $ 225,325 
Investments _ 3 340 4,803 44.917 7B,177 153 132,890 
Accounts Receivable (Net of 

108.154 58,831 10.660 86,067 56 263.763 

19,501 26,937 1.064 20.966 - 68,468 

- - 1.857 15,476 - 17.333 
14,066 1,436 . - - 15,502 

Total Unrestricted Assets 178,432 ' 110.006 60,050 352,475 2,323 723,236 

Restricted Assets: 

146,981 137.780 228,236 863,009 1,376,006 

186.011 112,971 189,161 908.812 - 1,396,955 

Total Restricted Assets 332,992 250.751 417,397 1,771,821 2,772.961 

Total Current Assets 511.424 360,757 497,447 2.124,296 2,323 3,496,247 

NONCURRENT ASSETS: 

OTHER ASSETS 15.285 11,896 114,097 342,873 10,411 494,562 

PROPERTY, Pl_ANTAND EQUIPMEf>JT: 

5,083 560 107,287 738,472 12,609 864,011 
Structures, Equipment and 

3.1'»2,354 1.737.335 1.362,200 6,389^83 490.755 13.121,927 

Accumulated Depreciat'on (778.115) (387,276) (338,401) (2,316.486) (191,544) (4,011,822) 

123,416 11,709 20.229 1,264,280 - 1,419,634 

Total Property. Plant and &iuipment., 2.492,738 1.362.328 1,151,315 6,076,649 311,820 11.393.750 

2.508,023 1,374.224 1.265,412 6,418,422 322,231 11.808,312 

77.367 49,116 14,096 - - 141.379 

Total Assets and Defen-ed Outflows ... . $ 3.096.814 $ 1,784,097 $ 1.777,755 $ 8.542,718 $ 324,554 S 15.525.93S 

See notes to basic financial statements. 
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Business-type Activities - Enterprise fijnds 

Major Funds 

L iABl i r r iES 

CURRENT LIABILITIES: 

Unrestricted Uabilities: 

Due to Ottier Funds 

Accrued and Other Liabilities .... 

Deferred Revenue 

Total Unrestricted Liabilities 

Restricted Liabilities: 

Current Liabilities Payable From 

Restricted Assets 

Total Current Uabilities 

NONCURRENT LIABIUTIES: 

Revenue Bonds Payable 

Derivatlva Instnnent Liability .... 

Capital Lease 

Long-term Purcfiase Obligation . 

Total Noncunent Liabilities . 

Total Liabilities 

DEFERRED INFLOWS 

NET ASSETS: 

Invested in Capital Assets. Net of 

Related Debt 

Restricted Net Assets; 

Debt Sen/ice 

Capital Projects 

Passenger Facility Charges .... 

Contractual Use Agreement .. 

Noise Mitigation Pnsgram 

Other 

Unrestricted Net Assets 

Chicago Chicago-

Midway OHare 

Intemational Intemational Chicago 

Water Sewer Airport Airport Skyway Total 

$ 16.173 $ 22.611 $ 16,645 S 65.988 $ 262 $ 121.679 

26.887 13.312 6,747 4.656 15 51.617 

74,729 40,414 2.214 14,595 146 132,098 

20.774 15.914 32.906 147.023 - 216.619 

138,563 92.251 58.514 232,262 423 522.013 

68,488 39.939 60.163 401.793 570,381 

207,049 132.190 118.677 634,055 423 1,092,394 

1,743.732 1.112.087 1,458,667 6.510,926 10,825,412 

77,367 49,116 20,077 

• 
- 146,560 

• 
- 9,40B - - 9,406 

8,529 

• 
- - 8,529 

1.829.628 1,161,203 1,488,152 6.510,926 10,989,909 

2,036,677 1.293,393 1.606,829 7,144,981 423 12,082,303 

1.719,091 1.719.091 

974.328 414.766 (39,755) 704.324 311,859 2,365,522 

_ 11.860 11,860 

447 11,110 11.438 151.040 - 174,0;^ 

- - 5,437 174,134 

• 
179,571 

- - 24,744 107,642 - 132,586 

- - 102,429 104.409 - 206.838 

- - 34.733 51,258 - 85.991 

85.362 64.828 20,040 104,730 (1.706,819) (1,431.859) 

$ 1.060,137 $ 490.704 S 170.926 $ 1,397,737 £ (1,394.960) $ 1.724.544 

See notes to basic financial statements. 
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Exiiib» 8 
CITY OF CHICAGO, ILLINOIS 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 
PROPRIETARY FUNDS 
Year Ended December 31,2010 
(Amounts are in Thousands of Dollars) 

Business-type Activities - Enterprise Funds 

Major Funds 

Chicago Chicago-

Midway O'Hare 

Intemational International Chicago 

Water Sewer Airport Airport Skyway Total 

Operating Revenues: 

Charges for Services S 445,504 $ 197,455 $ 78,194 $ 458,879 S - $ 1.180.032 

Rent - - 70,862 243,724 - 314.586 

Other 12.891 774 ^ - - 13,665 

Total Operating Revenues 458.395 196.229 149.056 702.603 ^ 1.508,283 

Operating Expenses: 

Personal Services 102.946 17,179 42,105 147,437 • 309,667 

Contractual Sen,'ices 49.276 3,053 15,832 57,981 - 126.142 

Repairs and Maintenance 1,587 66,584 31,942 86,463 - 186,576 

Commodities and Materials 24.126 . . . . 24,126 

Depreciation and Amortization 44.519 23,775 52,767 185,079 11,312 317,452 

General Fund Reimbursements 60,648 27,065 - - - 87,713 

Other 40.507 18.457 11B.747 -__ 177.711 

Total Operating Expenses , 323,609 137,656 161.103 595,707 11.312 1,229.387 

Operating Income (Loss) 134,788 60,573 (12,047) 106,896 (11,312)_ 278,696 

Nonoperating Revenues (Expenses): 

Investment Income (Loss) (362) (922) (2,682) 10,792 5 6,831 

Interest Expense (75,738) (47,232) (63.362) (238,780) - (425,112) 

Facinty Charges - - 40,765 136,966 - 179.731 

Ottier 530 21.448 777 8,954 18.481 50,190 

Total Nonoperating Revenues 

(Expenses) (75,570) (26,706) (24.602) (80.068) 18.486 (16B.360) 

Transfers Out . . . . - , 

Capital Grants 3.414 3,136 2,461 57,567 66.576 

Net Income (Loss) 62,630 37,003 (34.088) 64.395 7,174 157.114 

Net Assets (Deficit)-Beginning of Year 997.507 453,701 205.014 1.313.342 (1,402,134) 1,567,430 

Net Assets (DeficiQ-End of Year $ 1.060.137 S 480.704 $ 170,926 $ 1.397.737 $ (1,394,960) $ 1,724,544 

S e e notes to bas ic financial statements. 
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Exhibit 9 
CITY OF CHICAGO. ILLINOIS 
STATEMENT OF CASH FLOWS 
PROPRIETARY FUNDS 
Year Ended December31, 2010 
(Amounts are In Thousands of Dollars) 

Business-type Activities - Enterprise Funds 

Major FUTKJS 

Water Sewer 

Cash Flows from Operating Activities-

Received from Customers S 433.161 

Payments to Vencfcjrs (91.536) 

Payments to Employees (102,946) 

Transactions with Other a ty Funds (82,581) 

Cash Flows from 

Operating Activities 156,098 

190.357 

(34.077) 

(42.644) 

(15.345) 

98.291 

Chicago 

Midway 

Intemational 

Airport 

S 150.038 

(67.484) 

(33.752) 

(6.318) 

42.464 

Chicago-

O'Hare 

Intemational 

Airport 

i 785,739 

(230,806) 

(130,823) 

(44,779) 

379.391 

Cash Flows from Capital and Related 

Financing Activities: 

Pfoceedsfrom (ssuarVM of Bonds 367,532 275,865 331,020 1.177,650 

Acquisition and Consbuction of 

Capital Assets (135.212) (101,782) (34.512) (433.776) 

Capital Grant Receipts • 3.138 604 45,934 

Bond Issuance Costs (2.244) (1.959) (2,041) (8,220) 

Payment to Refund Bonds (35.580) (29.223) (61,360) (295,355) 

Principal Paid on Debt (44.554) (24,030) (55,073) (196,727) 

Interest Paid (79.763) (40,567) (55,472) (267.910) 

Passenger Facility enlarges - - 42,600 141,952 

Noise Mitigation Program - - (3,049) (23.759) 

Deposit •__ (1.420) - _ _ 

Cash Rows from Capital and 

Related Rnancing Activities 70,179 81.440 161.297 139,789 _ 

Cash Flows from Investing Activities-

Sale (Purchases) of Investments, Net .... (101,935) (86.729) (97.746) (143.553) 

Investment Interest 859 794 1.321 14.023 _ 

Cash Flows from 

Investing Activities (101.076) (65,935) (98.425) (129,530) _ 

Net Increase (Decrease) in Cash and 

Cash Equivalents 125,201 93,796 107,356 389.650 

Cash and Cash Equivalents, 

Beginning o( Year 54.651 61.983 142,432 624.148 

Cash and Cash Equivalents, 

End of Year $ 179.852 $ 155.779 $ 249.788 $ 1,013.798 $ 

Chicago 

Skyway 

12 

12 

(99) 

2.213 

Total 

1.559.355 

(423.903) 

(310.165) 

(149,023) 

676,264 

2,152.067 

(705.282) 

49,674 

(14.464) 

(421,518) 

(320,384) 

(443.712) 

184.552 

(26,808) 

(1.408) 

452,717 

(116) (430.079) 

5 17,002 

(111) (413,077) 

715,904 

885.427 

2,114 $ 1,601,331 

See notes to basic financial statements. 
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Exhibit 9 - Concluded 
CITY OF CHICAGO. ILUNOIS 
STATEMENT OF CASH FLOWS 
PROPRIETARY FUNDS 
Year Ended December 31,2010 
(Amounts are In Thousands of Dollars) 

Business-type Activities - Enterprise Funds 

Major Funds 

Water Sewer 

Chicago Chicago-

Midway O'Hare 

International (ntemational Chicago 

Airport Airport Skyway Total 

ReconciKation of Operating Income to 

Cash Flows from Operating Activfties: 

Operating Income (Loss) $ 134.786 S 60.573 $ (12,047) $ 106.896 $ (11,312) $ 278.896 

Adjustments to Recondte: 

Depreciation and Amortization „ 44,519 23.775 52,767 185,079 11.312 

Ptovislon tor Uncollectible Accounts 15,862 7,936 3,369 (1,747) 

Change In Assets and Liabilities: 

(Increase) Decrease in Receivables (24,839) (8.296) (1.950) (13,511) 

(Increase) Decrease in Due Fnwn Other Funds .... (1.959) 8,503 2.513 (139) 

Increase (Decrease) in Voucher Warrants 

Payatrfe and Due to Other Funds (25.708) 4.212 (1.453) 6.070 

Increase (Decrease) in Deferred Revenue 

and Other Liabilities 13,686 1,729 (7^5) 96,743 

(Increase) Decrease in Inventories and 

Other Assets (249) (141) - - -

Cash Flows from 

Operating Activities „ $ 156.098 $ 98,291 $ 42.484 $ 379.391 $ - $ 676,264 

317.452 

25,420 

(48.596) 

8.918 

(16,879) 

111.443 

(390) 

Supplenwntal Dlsclosura of 

Noncash ttefna: 

Capital asset additions in 2010 

included in accounts payable 

arKJ accrued and other iiat>llities $ 16,265 S 29.849 $ 24.271 S 118,873 S $ 169.258 

See notes to basic financial statements. 
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Exhibit 10 
CITY OF CHICAGO. ILLINOIS 
STATEMENT OF FIDUCIARY NET ASSETS 
FIDUCIARY FUNDS 
December 31, 2010 
(Amounts are in Thousands of Dollars) 

Pension 
Trust 

ASSETS 

Gash and Cash Equivalents $ 211,424 
Investments 
Investments, at Fair Value 

Bonds and U.S. Government 
Obligations 2.239.582 

Stocks 6,558,369 
Mortgages and Real Estate 440,241 
Other 1,604.709 

Cash and Investments with 
Escrow Agent 

Property Tax Receivable 
Accounts Receivable, Net 844,487 
Due From City 4,917 
Invested Securities Lending Collateral 1,238,353 

Total Assets $ 13,142,082 

LIABILITIES 

Voucher Warrants Payable $ 495,175 
Accnjed and Other Liabilities 
Securities Lending Collateral 1,238.353 

Total Liabilities 1,733.528 

NET ASSETS 

Reserved for Employee 
Benefit Plans 11,408,554 

Total Net Assets Held in Trust for Pension Benefits $ 11,408,554 

Agency 

86,955 
53,283 

16.726 
103.407 
109,327 

$ 369.698 

39.434 
330,264 

369.698 

See notes to basic financial statements. 
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Exhibit 11 
CITY OF CHICAGO, ILUNOIS 
STATEMENT OF CHANGES IN PLAN NET ASSETS 
FIDUCIARY FUNDS - PENSION TRUST FUNDS 
Year Ended December 31,2010 
(Amounts are in Thousands of Dollars) 

Total 

ADDITIONS 

Contributions: 
Employees $ 299,752 
City 449,668 

Total Contnbutions 749,420 

Investment Income: 
Net Appreciation in 

Fair Value of Investments 1,158,742 
Interest, Dividends and Other 230.611 
Investment Expense (47.049) 

Net Investment Income 1,342,304 

Securities Lending Transactions: 
Securities Lending Income 12,985 
Securities Lending Expense (3,066) 

Net Securities Lending Transaclions 9.919 

Total Additions 2,101.643 

DEDUCTIONS 

Benefits and Refunds of Deductions 1,550,776 
Administrative and General 19,161 

Total Deductions 1,569.937 

Net Increase in Net Assets 531,706 

Net Assets Held in Trust for 
Pension Benefits: 
Beginning of Year 10,876.848 

End of Year $ 11,408,554 

See notes to basic financial statements. 
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CITY OF CHICAGO, ILUNOIS 
NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2010 

1) Summary of Significant Accounting Policies 

The City of Chicago (City), incorporated In 1837, is a "home rule" unit under State of Illinois (State) law. The City has 
a mayor-council form of government. The Mayor is the Chief Executive Officer of the City and is elected by general 
election. The City Council is the legislative body and consists of 50 members, each representing one of the City's 50 
wards. The members of the City Council are elected through popular vote by ward for four-year terms. 

The accounting policies of Ihe Cily are based upon accounting principles generally accepted in the United States ot 
America as prescribed by the Govemmenlal Accounting Standards Boa^d (GASB). For ihe year ended December 31, 
2010, the City adopted G A S B Statement No. 51, Accounting and Fmancial Reporting tor Intangible Assets and G A S B 
Statement No. 53, Accounting and Financial Reporting for Derivative Instruments. GASB Statement No. 53 enhances 
the usefulness and comparability of derivative instrument information reported by providing for the recognition, 
measurement, and disclosure of derivative instnjment transactions. Derivative instruments such as interest rate and 
commodity swaps, swaptlons, fonward contracts, and futures contracts are entered into by governments as 
investments; as hedges of identified financial risks associated with assets or liabilities, or expected transactions (i.e.. 
hedgeabie items); to lower the costs ol borrowings; to effectively fix cash flows or synthetically fix prices; or to offset 
the changes in fair value of hedgeabie items. A key provision of GASB Statement No. 53 is that certain derivative 
instruments, with the exception of synthetic guaranteed investment contracts that are fully benelil-responsive, are 
reported at fair value by governments in their financial statements. 

The financial reporting impact resulting from the implementation of GASB Statement No. 53 is the recognition within 
the financial statements of a liability for hedging and investment derivative instrument liabilities whose negative fair 
value at December 31. 2010 totaled $261.8 million and deferred outflows of resources of $234.0 million. The City 
also recorded an investment loss for the year ended December 31, 2010 of $6.0 million. In addition, beginning net 
assets within the statement of activities was restated as of January 1. 2010 to reflect investment losses of $21.9 
million as a result of the retroactive implementation of this statement. Refer to Note No. 10 for additional disclosures 
related to this staiement. 

a) Reporting Entity - The City includes the Chicago Public Library and the City-related funds of the Public 
Building Commission. The financial statements for the City have been prepared in accordance with 
accounting principles generally accepted in the United Slates of Amenca (GAAP), applicable to governmental 
units, as required by the Municipal Code of Chicago (Code). 

The Ci t /s financial statements blend the following legally separate component units because they are fiscally 
dependent on the City and perform services primarily for City employees: 

The Municipal Employees' Annuity and Benefit Fund of Chicago is governed by a five-member board: three 
members are elected by plan participants and two are members ex-officio. 

The Laborers' and Retirement Board Employees' Annuitv and Benefit Fund of Chicago is govemed by an 
eight-member board: two members are elected by plan participants, two are members ex-officio, two 
members are appointed by the City Department of Human Resources, one member is elected by retired plan 
participants and one member is elected by the local labor union. 

The Policemen's Annuity and Benefit Fund of Chicago is govemed by an eight-member board: four members 
are elected by plan participants and four are appointed by Ihe Mayor. 

The Firemen's Annuitv and Benefit Fund of Chicago is governed by an eight-member board: four members 
are elected by plan participants and four are memt>ers ex-officio. 

Financial statements lor each of Ihe pension plans may be obtained at Ihe respective fund's office. 

Related Organizations - City officials are responsible for appointing a voting majority of the members of the 
boards of other organizations, but the City's accountability for these organizations does not extend beyond 
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CITY OF CHICAGO, ILLINOIS 
NOTES TO BASIC RNANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31. 2010 - CONTINUED 

making appointments and no fiscal dependency exists between the City and these organizations. Therefore, 
the Chicago Park District, Chicago Public Schools, Community College District No. 508, Chicago Housing 
Authority and the Chicago Transit Authority are deemed to be related organlzations-

b) Government-wide and fund financial statements - The government-wide financial statements (I.e., the 
statement of net assets and the statement of activities) report information on all of the nonfiduciary activities 
of the govemment. For the most part, the effect of interfund activity has been removed from these 
statements. Governmental activities, which normally are supported by taxes and intergovernmental 
revenues, are reported separately from business-type activities, which rely to a significant extent on user fees 
and chaises for services. 

The statement of activities demonstrates the degree to which the direct expenses ot a given function or 
segment is offset by program revenues. Direct expenses are those that are clearly identified with a specific 
function or segment. Program revenues include: 1) charges lo customers or applicants who purchase, use or 
directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular function or 
segment. Taxes and other items not properiy included among program revenues are reported instead as 
general revenues. Separate fund financial statements are provided for govemmental funds, proprietary 
funds, and fiduciary funds, even though the fiduciary funds are excluded from the government-wide financial 
statements. Major individual governmental funds and major individual enterprise funds are reported as 
separate columns in the fund financial statements. 

c) Measurement focus, basis of accounting, and financial statement presentation - The govemment-wide 
financial statements are reported using the economic resources measurement focus and the accrual basis of 
accounting as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. 
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met. 

Govemmental fund financial statements are reported using the current Rnanclal resources measurement 
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both 
measurable and available. Revenues are considered to be available when they are collectable within the 
cunent period or soon enough thereafter to pay liabilities of the current period. For this purpose, the City 
considers revenues to be available if they are collected within 90 days of the end of the current fiscal period 
with the exception of property tax revenue, which is deferred unless taxes are received within 60 days 
subsequent to year-end. Licenses and permits, charges for services and miscellaneous revenues are not 
considered to be susceptible to accrual and are recorded as revenues when received in cash. All other 
revenue items are considered to be measurable and available only when cash is received by the City. 
Expenditures generally are recorded when a liability is incurred, as under accrual basis of accounting, except 
for interest and principal on long-term debt, ttie long-term portion of compensated absences, claims and 
judgments and pension obligations. 

The City reports the following major govemmental funds: 

The General Fund is the City's primary operating fund. It accounts for all financial resources except 
those required to be accounted for in another fund. 

Federal, State and Local Grants Fund accounts for the expenditures for programs, which include 
general govemment, health, public safety, transportation, aviation, cultural and recreational, and capital 
outlays. The majority of revenues are provided by several agencies of the Federal government, 
departments of the Illinois State government and City resources. 

Special Taxing Areas Fund accounts for expenditures for special area operations and maintenance and 
for redevelopment project costs as provided by tax levies on special areas. 
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CITY OF CHICAGO, ILLINOIS 
NOTES TO BASIC FINANOAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2010 - CONTINUED 

Service Concession Agreement Fund accounts for deferred inflows from long-term concession and 
lease transactions whose proceeds are restricted to expenditure for specified purposes. 

Reserve Fund accounts for a Mid-temi and Long-term Reserve. The Mid-term is subject to 
appropriation; whereas the Long-term's principal is legally restricted. These reserves were created as a 
result of the Skyway Lease and Meter Parking System transactions. 

Bond, Note Redemption and Interest Fund accounts for Ihe expenditures for principal and interest as 
provided by property tax. utility tax, sales tax. transportation tax, and investment income. 

Community Development and Improvement Projects Funds account for proceeds of debt used to 
acquire property, finance construction, and finance authorized expenditures and supporting services for 
various activities. 

The City reports the following major proprietary funds as business-t^e activities: 

Water Fund accounts for the operations of the Chicago Water System (Water). The Water system 
purifies and provides Lake Michigan water for the City and 125 suburbs. The Water Fund operates two 
water treatment facilities and 12 pumping stations with a combined pumping capacity of 3,661 million 
gallons per day. 

Sewer Fund accounts for the operations of the Wastewater Transmission System (Sewer). The Sewer 
system transports wastewater to the Metropolitan Water Reclamation District of Greater Chicago for 
processing and disposal. This service is provided for the residents and businesses of the City and certain 
suburban customers. 

Chicago Midway International Airport Fund records operations of Chicago Midway Intemational 
Airport (Midway) that provides regional travelers with access to airiines that generally speci^ize in low-
cost, point-to-point, origin and destination passenger sen/ice. Midway Airport is conveniently located ten 
miles from down town Chicago. 

Chicago-O'Hare International Airport Fund records operations of Chicago-O'Hare Intemational Airport 
(O'Hare). the primary commercial airport for the City. The airlines servicing the airport operate out of four 
terminal buildings. Three domestic terminal buildings, having a total of 169 gates, serve domestic flights 
and certain international departures. The International Terminal, having a total of 20 gates and five 
remote aircraft parking positions, serves the remaining intemational departures all international 
arrivals requiring customs clearance. 

Chicago Skyway Fund records operations of the Chicago Skyway (Skyway) which provides vehicle 
passage across the Calumet River, between the State of Indiana and tfie State of Illinois (State) through 
the operation of a tollway which consists of a 7.8-mile span connecting the Dan Ryan Expressway to the 
Indiana Toll Road. Facilities include a single toll piaza consisting of a central office, maintenance garage 
and toll collection area In January 2005, the City entered into a long-term Concession and Lease 
Agreement of the Skyway, granting a private company the ability to operate and to collect toll revenue 
during the 99-year term of the agreement. The City received a one-time upfront payment of $1.83 billion. 

Additionally, the City reports the following fiduciary fund types: 

Perwion Trust Funds report expenditures for employee pensions as provided by employee and 
employer contributions and investment earnings. 

Agency Funds account for transactions for assets held by the City as agent for certain activities or for 
various entities. Payroll deductions and special deposits are the primary transactions accounted for In 
these funds. 
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CITY OF CHICAGO, ILLINOIS 
NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2010 - CONTINUED 

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989. generally 
are followed in both the government-wkle and proprietary fund financial statemenls to the extent ttiat those 
standards do not conflict with or contradict guidance of the GASB. Governments also have the option of 
following subsequent private-sector guidance for their business-type activities and enterprise funds, subject to 
this same limitation. The City has elected not to follow subsequent private-sector guidance. 

As a general rule the effect of intertund activity has been eliminated from the government-wide financial 
statemenls. Exceptions to this general rule are payment-in-lieu of taxes and other charges between the City's 
water, sewer, airports and skyway funds. Elimination of these charges would distort the direct costs and 
program revenues reported for the various functions concerned. 

Amounts reported as program revenues include: 1) charges to customers or applicants for goods and 
services, or privileges provided, or fines, 2) operating grants and contributions, and 3) capital grants and 
contributions, including special assessments, fnternatly dedicated resources are reported as general 
revenues rather than as program revenues. Likewise, general revenues include all taxes. 

Certain indirect costs have been included as part of the program expenses reported for the various functional 
activities. 

In the fund financial statements, proprietary funds distinguish operating revenues and expenses from 
nonoperating items. Operating revenues and expenses generally result from providing services and 
producing and delivering goods in connection with a proprietary fund's principal ongoing operations. The 
principal operating revenues of the water, sewer and skyway funds are charges to customers for sales and 
services. The airport funds principal operating revenues are derived from landing fees and terminal use 
charges as well as rents and concessions. Operating expenses for enterprise funds include the cost of sales 
and services, administrative expenses, and depreciation on capital assets. All revenues and expenses not 
meeting this definition are reported as nonoperating revenues and expenses. 

When both restricted and unrestricted resources are available for use, it is the Ci t /s policy to use restricted 
resources first, then unrestricted resources, as they are needed. 

The preparation of financial statements in conformity with GAAP requires management to make certain 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues 
and expenses during the reporting period. Accordingly, actual results could differ from those estimates. 

d) Assets, liabilities, deferred inflows, and net assets or equity 

i) Cash, Cash Equivalents and investments generally are held with the City Treasurer as required by the 
Code. Interest earned on pooled investments is allocated to participating funds based upon their average 
combined cash and investment balances. Due to contractual agreements or legal restrictions, tfie cash 
and investments of certain funds are segregated and earn and receive Interest directiy. The City uses 
separate escrow accounts in which certain tax revenues are deposited and held for payment of debL 

The Code permits deposits only to City Council-approved depositories, w^ich must be regularly organized 
state or national banks and federal and state savings and loan associations, located within the City, 
whose deposits are federally insured. 

Investments authorized by the Code include interest-fciearing general obligations of the City, State and 
U.S. Govemment; U.S. Treasury bills and other noninierest-bearing general obligations of the U.S. 
Government purchased in the open market below face value; domestic money market funds regulated 
and in good standing with Ihe Securities and Exchange Commission and tax anticipalkin warrants issued 
by the City. The City is prohibited by ordinance from investing In derivatives, as defined, without City 
Council approval. The City values its investments at fair value or amortized cost. U.S. Govemment 
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CITY OF CHICAGO, ILLINOIS 
NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2010 - CONTINUED 

securities purchased at a price other than par with a maturity of less than one year are reported at 
amortized cost. 

The City's four retirement plans are authorized to invest in bonds, notes, and other obligations of the U.S. 
Government; corporate debentures and obligations; insured mortgage notes and loans; common and 
preferred stocks; stock options; real estate; and other investment vehicles as set forth in the Illinois 
Compiled Statutes. These investments are reported at fair value. 

Repurchase agreements can be purchased only Irom banks and certain other institutions authorized to 
do business in the State. The City Treasurer requires that securities that are pledged to secure these 
agreements have a market value equal to the cost of tiie repurchase agreements plus accrued interest. 

Investments generally may not have a maturity date in excess of ten years from the date of purchase. 
Certain other investments are held in accordance with the specitic provisions of applicable ordinances. 

Cash equivalents include certificates of deposit and other investments with maturities of three months or 
less when purchased. 

Deficit cash balances result in interfund borrowings from the aggregate of funds other than escrowed 
funds. Interest income and expense are generally not recognized on these interfund borrowings. 

State statutes and ttie City's Pension Plans' policies peimit lending Pension Plan securities to broker-
dealers and otiier entities with a simultaneous agreement to return the collateral for the same securities in 
the future. Securities lent at year-end for cash collateral are presented as not categorized in the schedule 
of custodial credit risk; securities lent for securities collateral are classified according to the category for 
the collateral. 

II) Receivables and Payables activity between funds are representative of services rendered, outstanding 
at tiie end of the fiscal year, and are refered to as either "due to/from other funds" (i.e., the current 
portion of interfund loans) or "advances tortrom other funds" (i.e., the noncurrent portion of interfund 
loans). Any residual balances outstanding between the govemmental activities and business-type 
activities are reported in the govemmenl-wide financial statements as "internal balances." 

All ttade and property tax receivables are shown net of an allowance for uncollectibles. The allowance is 
based on historical trends. The estimated value of services provided but unbilled at year-end has been 
included in receivables. 

ill) Inventory includes govemmenl-wide inventories, which are stated al cost determined principally, using 
the average cost method. For proprietary funds, the costs of inventories are recorded as capital assets 
when used (consumption method). Governmental fund inventories are accounted for using the 
purchases method and are offset by a reservation of fund tjalance to indicate ttiat tfiey do not represent 
expendable avai l^ le financial resources. 

iv) Assets Held for Resale includes land and buildings of $7.6 million, recorded at lower of cost or mari<et in 
the Federal, State and Local Grant Funds. These assets are purchased through the use of federal grants 
and City resources and are intended lo be resold. 

v) Restricted Assets include certain proceeds of the Ci t /s enterprise fund revenue bonds, as well as 
certain resources set aside for their repayment. These assets are classified as restricted in the basic 
financial statements because they are maintained in separate bank accounts and their use is limited by 
applicable bond covenants. 

The Skyway Lease Transaction legally requires the Long-term reserve's principal to be restricted. 
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The Water and Sewer funds maintain Rate Stabilization Accounts where any net revenues remaining 
after providing sufficient funds for ali required deposits in the bond accounts may be transferred upon the 
direction of ttie City to be used for any lawful purpose of the specific fund. 

The O'Hare and Midway funds maintain Passenger Facility Charge accounts as restricted as they are 
subject to Federal Aviation Administration regulation and approval, to finance specific eligible capital and 
debt related activities. 

vi) Capital Assets, which include property, plant, equipment, and infrastructure assets (e.g. roads, bridges, 
sidewalks, and simitar items), are reported in the applicable governmental or business-type activities 
columns in the government-wide financial statements. Capital assets are defined by the City as assets, 
or a network of assets, with an initial cost of more than $5,000 (not rounded) and an estimated useful life 
in excess of one year. Such assets are recorded at historical cost or estimated historical cost if 
purchased or constructed. Donated capital assets are recorded at estimated fair maritet value at the date 
of donation. 

The costs of normal maintenance and repairs tiiat do not add to Ihe value of Ihe asset or materially 
extend assets' lives are not capitalized. 

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest 
incurred during the construction phase of capital assets of business-type activities is included as part of 
the capitalization value of the assets constructed. The total interest expense (Govemmental and 
Business Activities) incunred by the City during the current fiscal year was $848.0 million, of which $74.9 
million was capitalized as part of the capital assets under construction projects in proprietary funds. '' 

Property, plant, and equipment of the City are depreciated using the siraight-line method, in the year 
subsequent to acquisition or when placed into service, over the following estimated useful lives: 

Utility plant 25-100 years 
Utility structures and improvements 50-100 years 
Buildings and improvements 5 - 4 0 years 
Airport runways, aprons, tunnels, taxiways, and paved roads 5 - 4 0 years 
Bridge infrastructure 10- 50 years 
Lighting infrastructure 25 years 
Street infrastructure 10 - 25 years 
Transit infrastructure 10- 40 years 
Equipment (vehicle, oflice, and computer) 4 - 33 years 

The City has a collection of artwork and historical treasures presented for public exhibition and education 
that are being preserved for future generations. The proceeds from sales of any pieces of the collection 
are used to purchase other acquisitions. A portion of this collection is not capitalized or depreciated as 
part of capital assets. 

vii) Deferred Outflows represent the fair value of derivative instruments that are deemed to be effective. 

viIi)EmpIoyee Benefits are granted for vacation and sick leave, workers' compensation and health care. 
Unused vacation leave is accrued and may be carried over for one year. Sick leave is accumulated at 
the rate of one day for each month worked, up to a maximum of 200 days. Severance of employment 
tenninates all rights to receive compensation for any unused sick leave. Sick leave pay is not accrued. 
Employee benefit claims outstanding, including claims incurred but not reported, are estimated and 
recorded in the government-wide and proprietary fund financial statements. A liability for these amounts 
is reported in governmental funds only If they have matured, for example, as a result of employee 
resignations and retirements. 
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Employees are eligible to defer a portion of their salaries until future years under (he Cit/s deferred 
compensation plan created in accordance with Intemal Revenue Code Section 457. The deferred 
compensation is not available to employees until termination, retirement, death or unforeseeable 
emergency. Third-party administrators who maintain the investment portfolio administer the Plan. The 
plan's assets have been placed in trust accounts with the plan administrators for the exclusive benefit of 
participants and ttieir beneficiaries and are not considered assets of the City. 

The City is subject to the State of Illinois Unemployment Compensation Act and has elected the 
reimbursing employer option for providing unemployment insurance benefits for eligible former 
employees. Under this option, the City reimburses the State for claims paid by the State. Expenditures 
for workers' compensation are recorded when paid in the govemmental funds. A liability for these 
amounts is recorded in the govemment-wide and proprietary fund financial statements. 

bt) Judgments and claims are included in the government-wide financial statemenls and proprietary fund 
types in ttie fund financial statements. Uninsured claim expenditures and liabilities are reported when it is 
probable that a loss has occurred and the amount of that loss can be reasonably estimated. These 
losses include an estimate of claims that have been incurred but not reported. In the fund financial 
statements, expenditures for judgments and claims are recorded on the basis of settlements reached or 
judgments entered within the current fiscal year. Amounts that related to deferred compensatory lime 
and reserves for questioned costs are treated the same way. 

x) Long-term obligations are included in the government-wide financial statements and proprietary fund 
types in the fund financial statements. Long-temi debt and other long-term obligations are reported as 
liabilities in the applicable governmental activities, business-type activities, or proprietary fund type 
statement of net assets. Bond premiums and discounts, as well as issuance costs, are defen-ed and 
amortized over the life of the related debt, except in the case of refunding debt transactions where the 
amortization period is over the term of the refunding or refunded debt, whichever is shorter. 

The City enters into interest rate swap agreements to modify interest rates on outstanding debt. For 
existing swaps the net interest expenditures resulting from these arrangements are recorded as interest 
expense. The fair value of derivative instruments that are deemed to be effective is accounted for as 
deferred outflows. Derivative instruments that are deemed not effective are adjusted to fair value with the 
change in lair value recorded to investment eamings. All interest rate swaps and swaptlons are approved 
by City Council. 

In ttie fund financial statements, governmental funds recognize bond premiums and discounts, as well as 
bond issuance costs, during the current period. The face amount of debt issued is reported as other 
financing sources. Premiums received and discounts given on debt issued are reported as other 
financing sources or uses. Issuance costs, whether or not withheld from ttie actual debt proceeds 
received, are reported as expenditures. 

Certain debt obligations are to be paid from sales tax, motor fuel or special area taxes. 

Long-term purchase obligalion represents an agreement with DuPage Water Commission to construct 
electrical generation facilities not lo exceed $15.0 million. The payment of the obligalion will be in the 
form of credits against the charges for water supplied. 

xi) Deferred inflows represent amounts lo be recognized as revenue on a straight line basis over the life of 
the related long-term lease and concesslwi agreements. 

xii) Fund equity in the government-wide statements is classified as net assets and displayed in ttiree 
components: 
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(1) Invested in capital assets, net of related debt - Consists of capital assets including restricted capital 
assets, net of accumulated depreciation and reduced by tiie outstanding balances of any bonds, 
mortgages, notes or any ottier borrowings that are attributable lo the acquisition, construction, or 
improvement of those assets. 

(2) Restricted net assets - Consists of net assets with consttainls placed on the use either by (1) external 
groups such as creditors, grantors, contributors, or laws or regulatk>ns of otiier govemments, or (2) 
are legally restricted through constitutional pro\flsions or enabling legislation. Restrcted net assets 
for govemmental activities represent restrictions associated with the nonmajor spedal revenue funds. 
Restricted net assets for business activities are provided in Exhibit #7, Statement of Net Assets, 
Proprietary Funds. 

(3) Unrestricted net assets - All other net assets that do not meet the definition of "restricted" or "invested 
in capital assets, net of related debt." 

2) Reconciliation of Govemment-wide and Fund Financial Statements 

a) Explanation of certain differences between the govemmental furids balance sheet and the 
govemment-wide statement of net assets. 

0 The governmental funds balance sheet includes a reconciliation between fund balance - total 
govemmental funds and net assets - governmental activities as reported in the government-wide 
statement of net assets. One element of that reconciliation explains that "Other long-term assets are not 
available to pay lor cunent-period expenditures and therefore are defened in the funds." The details of 
this $1,378.6 million are as follows (dollars in ttiousands): 

Deferred revenue - property tax $ 1,233,483 
Other assets - pension excess 169,966 
Accounts payable - infrastructure retainage (24,685) 

Net adjustment to increase fund balance - total 
governmental funds - to arrive at net assets -
govemmental activities $ 1,378,564 

ii) Another element of that reconciliation explains tiiat "Certain liabilities, including bonds payable, are not 
due and payable in the current period and therefore are rrot reported in the funds." The details of this 
$13,840.7 million are as follows (dollare in thousands): 
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Long-term liabilities: 
Total bonds, notes and certificates payable $ 8,491.926 
Pension obligation 4,216,250 
Lease obligation 177,011 
Pollution remediation 14.263 
Claims and judgments 641.762 

Total Long-term liabilities 13,541,212 

Bonds, notes and other obligations payable cuaent (146,271) 
Ottier assets - issuance costs (74,115) 
Accrued interest 4,635 
Accrued and other liabilities - contractual wages 80.000 
Accrued and other liabilities - other post employment benefits 304.483 
Derivative instruments 22,680 
Accrued and other liabilities - compensated absences 103.071 

Net adjustment to reduce fund balance - total 
governmental funds - to arrive al net assets -
govemmental activities $ 13,840,695 

b) Explanation of certain differences between the governmental funds statement of revenues, 
expenditures, and changes in fund balances and the government-wide statement of activities. 

i) The governmental funds statement of revenues, expenditures, and changes in fund balances includes a 
reconciliation between net changes in fund balances - total governmental funds and changes in net 
assets - governmental activities as reported in the govemment-wide statement of activities. One element 
of lhat reconciliation explains lhat "Govemmental funds report capital outlays as expenditures. However, 
in the statements of activities the cost of those assets is allocated over their estimated useful lives and 
reported as depreciation expense." The details of this $31.3 million are as follows (dollars in ttiousands): 

Capitalized asset expenditures $ 348,205 
Depreciation expense (379,115) 
Loss - disposal of equipment (410) 

Net adjustment lo increase net changes in fund 
balances - total govemmental funds - to arrive at 
changes in net assets - governmental activities $ (31,320) 

ii) Another element of that reconciliation stales that "Bond proceeds provide current financial resources to 
govemmental funds, but issuing debt increases long-term liabilities in the statement of net assets." The 
details of this $657.8 million are as follows (dollars in thousands): 
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Proceeds of debt $ (1,398,025) 
Premium (36,365) 
Payment of refunded bond escrow agent 412.184 
Principal retirement 389.928 
Payment of cost of issuance 7,402 
Interest expense (32,933) 

Net adjustment to reduce net changes in fund 
balances - total governmental funds - to arrive at 
changes in net assets - governmental activities $ (657,809) 

Hi) A third element of that reconciliation states that "Certain expenses reported in the statement of activities 
do not require the use of current financial resources and therefore are not reported as expenditures in 
governmental funds." The details of this $855.6 million are as follows (dollars in thousands); 

Claims and judgments $ (14,392) 
Pension benefit liability (799.281) 
Contractual Wage Settlement (80,000) 
Pollution remediation 23,106 
Other post employment benefits 24,557 
Vacation 951 
Lease obligations (9,032) 
Inventory (1,478) 

Net adjusttnent to reduce net changes in fund 
balances - total governmental funds - to arrive at 
changes in net assets - govemmental activities $ (855,569) 

3) Stewardship, Compliance and Accountability 

a) Annual Appropriation Budgets are established for the General Fund and the Vehicle Tax, Pension, 
Chicago Public Library and certain Miscellaneous, Special Events, Tourism and Festivals nonmajor Special 
Revenue Funds, on a non-GAAP budgetary basis: 

I) Prior to November 15, the Mayor submits to the City Council a prqaosed budget of expenditures and the 
means of financing them for the next year. 

II) The budget document is available for public inspection for at least ten days prior to passage of the annual 
appropriation ordinance by ttie City Council, which is also required to hold at least one public hearing. 

•If) Prior to January 1, the budget is legally enacted through passage of the appropriation ordinance. 

Iv) Subsequent to the enactment of the appropriation ordinance, Ihe City Council has the authority to make 
necessary adjustments lo the budget, which results in a change in total or individual appropriations. The 
legal level of budgetary control is designated in the budget by object grouped by purpose except for the 
Motor Fuel Tax Fund, which Is subsequently re-appropriated by projecL A separate Motor Fuel Tax Fund 
Report demonstrates compliance witti annual and project-length budgets required by the Slate. The 
separately issued Supplement to the Comprehensive Annual Finandal Report provides budgetary 
informalton for all otiier budgeted funds. Copies of this report are available upon request. 
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v) All annual appropriations unused and unencumbered lapse a l year-end. Encumbered appropriations are 
carried forward to the following year. Project-length financial plans are adopted for Capital Project Funds. 
Appropriations for Debt Service Funds are established by bond ordinance. 

b] Reconc i l ia t ion of G A A P Bas i s to Budgetary B a s i s - The C i t / s budgetary basis of accounting used for 
budget vs. actual reporting differs from G A A P . For budgetary purposes, encumbrances are recorded a s 
expenditures but are reflected as reservations of fund balances for G A A P purposes. For budgetary purposes, 
proceeds of long-term debt and transfers in are classified as revenues. For budgetary purposes prior years' 
resources used to cover current year budgetary expenditures are recorded as revenues For G A A P 
purposes, proceeds of long-term debt and transfers out are treated as other financing sources. Provision for 
doubtful account expenditures are not budgeted. A reconciliation of the different basis of revenue and 
expenditure recognition for the year ended December 31. 2010 is as follows (dollars in thousands): 

General 
Fund 

Revenues, G A A P Basis $ 2,610,852 
Add: 

Proceeds of Debt 16,500 
Transfers In 502.502 
Prior Year's Surplus Utilized -

Revenues, Budgetary Basis $ 3,129,854 

Expenditures, G A A P Basis $ 3,033,941 
Add : 

Transfers Out 13,600 
Encumbered in 2010 33,930 

Deduct: 
Payments on Prior Years' Encumbrances (25,341) 
Provision for Doubtful Accounts (11,944} 

Expenditures, Budgetary Basis $ 3,044,186 

c) Individual F u n d Defic i ts include ttie Motor Fuel Tax Fund, the Special Events, Tourism, Festivals Fund, and 
Servrce Concession Agreements Fund, which are Special Revenue Funds, and the Chicago Skyway Fund, 
an Enterprise Fund, have fund deficits of $6.6 million, $4.0 million. $1,660.4 million, and $1,395.0 million, 
respectively, which management anticipates will be funded through operations. 
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4) Restricted and Unrestricted Cash, Cash Equivalents and Investments 

a) Investments As of December 31, 2010, the Cily had ttie following Investments (dollars in ttiousands): 

Investment Typa investment MaturlHeg (In Yeare) 

Less TTian 1 1;;6 6-10 Mora Than 10 Fair Value 
City Funds 

U.S. Treasuries $ 279,970 $ 553 $ - $ 33,162 $ 313,685 
U.S. Agencies 1.238.651 1.693.129 267,612 389,071 3.588,463 
Corporate Bonds 139 - - 96,252 96.391 
Corporate Equities 451 • - - 451 
Certificates ot Deposit arxJ 

Other Short-term 2,B^6^6e9 - ;; 2.836.689 

Total City Funds S 4.355.900 $ 1.693.682 $ 267,612 $ 519.465 $ 6,835.679 

Pension Trust Funds 
U.S. and Foreign 

Govemmem Agencies $ 2^ ,956 S 349,527 $ 203,231 $ 512,472 
Commercial Paper . . . 
Corporate Bonds 54.596 424,371 292,036 342,013 
Corporate Equities 6,272,559 
Pooled Funds 1.147.016 
Real Estate 430,115 
Securities Received trom 

Securities Lending 1,238,353 
Vemure Capital 439,219 
Cerbticates ot Deposit and 

Other Short-term 440.273 
Other 83,333 

$ 1,325.196 

1,113,016 
6,272,559 
1,147.016 

430.115 

1,238.353 
439.219 

440.273 
83.333 

Total Pension Trust Funds $ 10,365.430 $ 7 7 3 . ^ $ 495,267 $ 854,485 S 12.489.080 

Total $ 14.721.330 $ 2.467,580 $ 762.879 $ 1.372,970 $ 19,324,759 

1} Interest Rate Risk As a means of limittng its exposure lo fair value losses arising from rising interest 
rates, the City's investment policy limits all securities so purchased, except tax anticipation warrants, 
municipal bonds, notes, commercial paper or other instruments representing a debt obligation of the Cily, 
shall show on ttieir face that they are fully payable as to principal and interest, where applicable, if any, 
within t ^ years from the date of purchase. 

II) Credit RiskThe Code limits investments in commercial paper to banks whose senior obligattons are rated 
in the top two rating categories by at least hvo national rattng agencies and who are required to maintain 
such rating during the term of such investment. The Code also limits investments to domesttc money 
market mutual funds regulated by, and in good standing with, the Securities and Exchange Commissbn. 
Certificates of Deposit are also limited by the Code lo national banks which provide collateral of at le£tst 
105 percent by marketable U.S. govemment securities martied to market at least monthly; or secured by 
a corporate surely bond issued by an insurance company licensed to do business in Illinois and having a 
claims-paying rating in Uie top rating category, as rated by a nationally recognized statistical rating 
organization maintaining such rating during the terni of such investment. The following schedule 
summarizes the City's and Pension Trust Funds exposure to credit risk (dollars in thousands): 
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Quality Rating City Pension Trust Funds 
Aaa/AAA $ 6,696,722 $ 556,335 
Aa/AA 72,847 93,893 
A/A - 259.145 
Baa/BBB - 324,343 
Ba/BB - 69.517 
BIB - 86,765 
Caa/CCC - 31,230 
Ga - 2,574 
CC/C - 6,627 
D/D - 6.484 
Not Rated - 234.942 
Not Applicable 66,110 634.023 

Total Funds $ 6,635,679 S 2,305,878 

iii) Custodial Credit Risk - Cash and Certificates of Deposit This is the risk that in the event of a bank 
failure, the City's deposits may not be returned. The City's Investment Policy slates that in order to 
protect the City's deposits, depository institutions are to maintain collateral pledges on City deposits 
during the terni of the deposit of at least 105 percent of maritetable U,S. government, or approved 
securities or surety bonds, issued by top-rated insurers. Collateral is required as security whenever 
deposits exceed the insured limits of the FDIC. The bank balance of cash and certificates of deposit witti 
the City's various municipal depositories was $211.0 million. Of the bank balance, 100 percent was 
either insured or collateralized with securities held by City agents in the Cit /s name. The remainder was 
uninsured and uncollateralized. 

iv) Custodial Credit Risk - investments For an investment, this is the risk that, in the even! of the failure of 
the counterparty, the City will not be able to recover the value of its investments or collateral securities 
that are in possession of an outside party. Of the investment in corporate bonds of $96.4 million the City 
has no custodial credit risk exposure because the related securities are insured, registered and held by 
ttie City. 
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v) Foreign Currency Risk - In the case of ttie Pension Trust Funds, is the risk that changes in exchange 
rates will adversely affect the fair value of an Investment or a deposit. The risk of loss is managed by 
limiting its exposure to fair value loss by requiring their international securities managers to maintain 
diversified portfolios. The following schedule summarizes the Pension Trust Funds exposure to foreign 
currency risk (dollars in thousands): 

Foreign Currency Risk 
Australian dollar $ 92,102 
Brazilian real 68,917 
British pound 342,838 
Canadian dollar. 111,812 
Chilean peso 3,839 
ColumWan peso 724 
Czech Republic koruny . 383 
Danish krone 24,471 
EgyptiEin pound 2,056 
Eur(^ean euro 431,095 
Hong Kong dollar. 152,573 
Hungarian forint 787 
Indian rupee 36,213 
Indonesian rupi£^ 20,446 
Japanese yen 371,207 
Malaysian ringgit 16,025 
fVlexican peso 27,979 
Moroccan dirtiam 192 
New Israeli shekel 11,134 
New Taiwan dollar 17,841 
New Zealand dollar 2,296 
Nonvegian krone 17,693 
Pakistan rupees 1,033 
Philippines peso 1,142 
Polish zioty. 5,468 
Singapore dollar 35,036 
South African rand 34,462 
South Korean vron 57,536 
Swedish krona 51,322 
Swiss franc 127,300 
Taiwan dollar. 14,697 
Thailand baht 9,727 
Turkish lira 10,088 

Total Pension Tmst Funds $ 2,100,433 
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vl) The following schedule summarizes ttie cash and investments reported in the basic financial statements 
(dollars in thousands): 

Per Note 4: 
Investments - City $ 6,835,679 
Investments - Penskjn Trust Funds 12,489,080 

S 19,324.759 

Per Financial Statements: 
Restricted Investments $ 1,957,201 
Unrestricted Investments 1,083,501 
Investments with Fiduciary Funds 10,896,184 
Investments with Escrow Agent 474,474 
Invested Securities Lending Collateral 1,238,353 
Investments included as cash and cash 

equivalents on the Statemenls of Net Assets 3,675,046 

$ 19.324,759 

5) Properly Tax 

The City's property tax becomes a lien on real property on January 1 of the year il is levied. The Cook Counly 
Assessor (Assessor) is responsible for the assessment of all taxable real properly within Cook County (County), 
except for certain railroad property' assessed directly by the Stale. The County Board has established a triennial 
cycle of reassessment in which one-third of the County will be reassessed each year on a repeating schedule 
established by the Assessor. 

Property in ttie County is separated into nine classifications for assessment purposes. After the Assessor establishes 
the fair market value of a parcel of land, that value is muHiplied by one of the classification percentages to arrive at 
the assessed valuation (Assessed Valuation) for lhat parcel. These percentages range from 16.0 percent for certain 
residential, commercial, and industrial property to 38.0 percent for other commercial and industrial property. 

The Illinois Deparfrnenl of Revenue has the statutory responsibility of ensuring uniformity of real property 
assessments throughout the Slate. Each year, the Department of Revenue furnishes the county clerks with an 
adjustment factor to equalize the level of assessment among counties. This factor (Equalization Factor) is then 
applied to the Assessed Valuation to compute the valuation of property to which a tax rale will be applied (Equalized 
Assessed Valuation). The County Clerk adds the Equalized Assessed Valuation of all real property in the County to 
the valuation of property assessed directly by the Slate (lo which the Equalization Factor is not applied) to arrive at 
the base amount (Assessment Base) used in calculating the annual tax rates. 

The County Clerk computes the annual lax rate by dividing the levy by the Assessment Base and then computes the 
rale for each parcel of real property by aggregating the tax rates of all governmental units having jurisdiction over that 
particular parcel. The County Treasurer then issues the lax bills. Property taxes are deposited with the County 
Treasurer, who remits lo the City its respective share of the collections. Taxes levied in one year become due and 
payable in two installments during the following year on March 1 and August 1 or 30 days from mailing of lax bills if 
later than July 1. The first installment is estimated and is 55.0 percent of the prior year's tax bill. The second 
installment is based on the current levy, assessment and equalization and also reflects any changes from the prior 
year. 
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The City Council has adopted an ordinance beginning in 1994, limittng the City's aggregate pnaperty tax levy lo an 
amount equal lo the prior year's aggregate property tax levy plus the lesser of (a) five percent or (b) the percentage 
increase in the annualized Consumer Price Index, all as defined In the ordinance. The ordinance provides a safe 
harbor for that portion of any property tax debt service levy equal to the aggregate interest and principal payments on 
Hie Cit /s general obligation bonds and notes during the 12-month period ended January 1, 1994, subject to cinnual 
increase in the manner described above for ttie aggregate levy, ail as provided by the ordinance. Increases in the 
debt service portion of each levy may, however, reduce amounts available within such levy to finance operations. 

6) Interfund Balances and Transfers 

a) The following balances al December 31, 2010 represent due from/to balances among all funds (dollars in 
thousands): 

Fund Type/Fund Due From Due To 

Govemmenlal activities: 
General $ 254,124 $ 295,566 
Federal, Stale and Local Grants 29,707 40.850 
Special Taxing Areas 6,378 10,657 
Reserve 50,000 
Bond, Note Redemption and Interest 1,512 
Community Development and Improvement Projects.... 68,131 97,910 
Nonmajor govemmental funds 94,373 81,010 

Total Govemmental activities 504,225 525,993 

.Business-type activities: 
Water 19.501 26,887 
Sewer 26.937 13.312 
Chicago Midway International Airport 1,064 6,747 
Chicago-O'Hare International >Urport 20,966 4,656 
Chicago Skyway - 15 

Total Business-type activities 68,468 51.617 

Fiduciary activities: 

Pension Trust.., 4,917 -

Total Fiduciary activities 4,917 -

Total $ 577.610 $ 577,610 

The balances resulted from the lime lag between the dates lhat (1) interfund goods and sen/Ices are provided 
or reimbursable expenditures occur, (2) transactions are recorded in the accounting system and (3) payments 
between funds are made. 
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b) The following balances at December 31, 2010 represent interfund transfers among all funds (dollars in 
thousands): 

Fund Type/Fund Transfer In Transfer Out 

Govemmental activities: 
; 502.502 $ 13.600 

Federal, State and Local Grants - 1,000 
Special Taxing Areas 80,824 43,307 
Service Concession Agreements - -
Reserve.., - 457.852 
Bond, Note Redemption and Interest - 22,150 
Community Development and Improvement Projects.... 6.296 99 
Nonmajor govemmental funds 57.785 109,399 

Total Governmental activities 647,407 647.407 

Transfers are used lo move revenues from ttie fund that (he statute or budget requires to collect Ihem to the 
fund that statute or budget requires lo expend them and to move receipts restricted to debt servk;e from the 
funds collecting the receipts to the debt service fund as debt service payments become due. 
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7) Capital Assets 

a) Capi ta l A s s e t s activity for the year ended December 31,2010 was as follows (dollars in thousands); 

Balance Disposals Balance 
January 1, and December 31, 

2010 Additions Transfers 2010 
Governmental activities: 
Capital assets, not being depreciated: 

Land $ 1,372,742 $ 9,435 $ - $ 1.382.177 
Works of Art and Hislorical Collections 13.132 - - 13,132 
Construction in Progress 225.323 244.907 (305.590) 164.640 

Total capital assets, not being depreciated 1.611,197 254,342 (305,590) 1.559.949 

Capital assets, being depreciated: 
Buildings and Other Improvements 2.252.114 148,320 - 2.400.434 
Machinery and Equipment 1.212.885 79.299 (19.831) 1,272,353 
Infrastructure 6.609,112 179.967 ^ 6,789,079 

Total capital assets, being depreciated 10,074,111 407,586 (19.831) 10,461,866 

Less accumulated depreciation for: 
Buildings and Other Improvements 662,326 60,435 - 722.761 
Machinery and Equipment 877.029 94,519 (19.421) 952.127 
Infrastructure 2,834.423 224,161 - 3,058.584 

Total accumulated depreciation 4,373,778 379.115 (19,421) 4,733,472 

Total capital assets, being depreciated, net 5.700.333 28,471 (410) 5.728,394 

Total governmental activities $ 7,311,530 $ 282.813 $ (306,000) $ 7.288,343 

Business-type activities: 
Capital assets, not being depreciated: 

Land $ 839,543 $ 24,468 $ - $ 864,011 
Construction in Progress 1,502,450 537.475 (620,291) 1,419.634 

Total capital assets, not being dgpreciated 2,341.993 561,943 (620.291) 2.283.645 

Capital assets, being depreciated: 
Buildings and Other Improvements 11,741,796 717.132 27,326 12,486,254 
Machinery and Equipment 567,336 11,172 57,165 635.673 

Total capital assets, being depreciated 12,309.132 728.304 84.491 13.121,927 

Less accumulated depreciation for: 
Buildings and Other Improvements 3,455,184 264,077 (436) 3.718,825 
Machinery and Equipment 278.466 16.237 (1.706) 292.997 

Total accumulated depreciation 3.733,650 280.314 (2.142) 4.011.822 

Total capital assets, being depreciated, net 8.575,482 447,990 86,633 9.110,105 

Total business-type activities $ 10.917,475 $ 1,009.933 $ (533,6581 $ 11,393,750 

Total Capital Assets $ 18.229,005 $ 1.292.746 $ (839.656) $ 18,682.093 
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b] Depreciation expense was charged to functions/programs of the City as follows (dollars in thousands): 

Governmental activities: 
General govemment $ 75,329 
Public safety 37,193 
Streets and sanitation 13,293 
Transportation 226,950 
Health 2,735 
Cultural and recreational 23,615 

Total depreciation expense - governmental activities _$ 379.115 

Business-type activities: 
Water S 43.152 
Sewer 23.166 
Chicago Midway Intemational Airport 44.844 
Chicago-O'Hare tnlernalional Airport 157.952 
Chk:ago Skyway 11.200 

Total depreciation expense - business-type activities $ 280,314 

8) Leases 

a) Operating Leases 

The City leases building and office facilities under noncancelabfe operating leases. Total costs for such 
leases were approximately $18.8 million for the year ended December 31, 2010. The future minimum lease 
payments for these leases are as follows (dollars in thousands): 

2011 $ 17,804 
2012 16,607 
2013 15,970 
2014 10.671 
2015 5,231 
2016-2020 6.523 

Total Future Rental Expense $ 72.806 

b) Capital Leases 

During 2003, the City entered into lease and lease back agreements with third parties pertaining to 911 
Center Qualified Technological Equipment (QTE). with a book value of $143.3 million at December 31, 2003. 
Under the QTE lease agreement, which provides certain cash and tax benefits to the third party, the City 
entered into a long-term lease for applicable assets back to the City under a sublease. Under the sublease, 
the City is required to make future minimum lease payments. 
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During 2005, ttie City entered into sale and lease back agreements with third parties pertaining to the City 
owned portion of a rapid transit line with a book value of $430.8 million at December 31, 2005. Under the 
lease agreement, which provides certain cash and tax benefits to ttie third party, the City entered into a long-
temi lease for applicable assets back to the Cily under a sublease. Under the sublease, ttie City is required 
to make future minimum lease pa ren ts . 

The future minimum payments for these leases are as follows (dollars in thousands): 

Year Ending Total 
December 31, 
2011 $ 10,216 
2012 12,731 
2013 9,104 
2014 9,000 
2015 9.000 
2016-2020 42,983 
2021 -2025 87.018 
2026 - 2030 2,000 
2031 - 2032 165,164 

Total Minimum Future Lease Payments 347,216 
Less Interest 170,205 

Present Value of Minimum 
Future Lease Payments $ 177,011 

c) Lease Receivables 

Most of the O'Hare land, buildings and terminal space are leased under operating lease agreements lo 
airiines and other tenants. The following is a schedule of the minimum future rental income on noncancelable 
operating leases as of December 31, 2010 (dollars in thousands): 

2011 ; $ 72,282 
2012 71,723 
2013 71,049 
2014 57,778 
2015 45,711 
2016 - 2020 145,091 
2021 - 2025 8,302 
2026 - 2030 9,591 
2031 - 2035 9.564 

Total Minimum Future Rental Income $ 491,091 

Contingent rentals that may be received under certain leases based on the tenants' revenues or fuel flow are 
not included in minimum future rental income. Rental income for O'Hare, consisting of all rental and 
concession revenues except ramp rentals and automobile pari<ing, amounted to $381.6 million, including 
contingent rentals of $79.4 million. 
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Most of the Midway land and terminal space is leased under operating lease agreements to airlines and other 
tenants. The following is a schedule of the minimum future renlal income on noncancelable operating leases 
as of December 31. 2010 (dollars in thousands): 

2011 $ 34,469 
2012 28.206 
2013 4,418 
2014 3,390 
2015 1,124 

Total Minimum Future Rental Income $ 71.607 

Contingent rentals that may be received under certain leases based on tenants' revenues are not included in 
minimum future rental income. Rental income for Midway, consisting of ^1 rental and concession revenues 
except aircraft parking fees and certain departure fees (turns) and automobile parking, amounted to $86.4 
million, including contingent rentals ol $35.1 million. 

9) Short-term Debt 

Matured bonds represent principal due on coupon bonds in which the coupons have not been presented for 
payment. For the year ended December 31, 2010, there was minor activity; the balance remained at $0.7 million. 

55 



CITY OF CHICAGO, ILUNOIS 
NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31,2010 • CONTINUED 

10) Long-term Obligations 

a) Long-term Debt activity for Ihe year ended December 31, 2010 was as follows (dollars in thousands): 

Amounts 
Balance Ba lance Due 

January 1, December 31, within 

201Q AddWong Reduct ions 2010 One Year 

Governmental activities: 

Bonds, notes and certificates payable: 

General obligation debt S 6,863,427 $ 1,398,024 $ 756.712 $ 7,504,739 $ 144.036 

Instailment purchase agreement 3,500 - 2,300 1,200 1.200 

Tax incrernenl 186,158 - 22,580 163,578 23,095 

Revenue 564.642 2 5.425 559.417 6,7 IS 

7,617,927 1.398,024 787.017 8,228,934 174.046 

Less unamortized debt refunding transactions 159,810 20.778 9,438 171.150 
Add unamortized premium 173,347 36,365 10.982 198,730 

Add accretion of capital appreciation txinds 207.878 31,663 4,129 235,412 1,421 

Less converted portion of conversion bonds 3.923 - 3,923 -_ -

Total bonds, notes and certificates payable 7.835.419 1.445,274 788.767 8,491,926 175.467 

Other liabilities: 

Pension obligations 3,453,365 762,885 - 4,216.250 

Lease Obligations 169.282 9,032 1.303 177,011 10.216 

Pollution RGmadiation 37,368 - 23,105 14,263 

CSaims and judgments 627,370 14.392 ' 641.762 89,503 

Total other liabilities 4,267.385 786,309 24,408 5,049.286 99,719 

Total govemmentaJ activities $ 12.122.604 $ 2.231.583 $ B13.175 $ 13,541.212 $ 275.186 

Business-type activities: 

Revenue bonds and notes payable; 

Water $ 1,464,839 $ 365,093 $ 76,101 $ 1.753,831 $ 42,217 

Sewer 902.840 , 275.865 52.715 1,125,990 25.257 

Chicago-O'Hare international Airport 5.898.100 1.177,650 505.230 6,570,520 107,295 

Chicago Midway Inlernalional Airport 1.266.615 " 331,020 124,155 1,473,360 7.885 

9.532.294 2,149,628 758,201 10,923.721 182.654 

Less unamoryzed debt relunding transactions 136,755 6,661 18,148 125,268 

Add unamortized premium (115.952) 9,311 27,811 (134,452) 

Add accretion of capital appreciation bonds 74,494 8.972 4,034 79.432 4.271 

Tot^ business-type activities $ 9,585.985 $ 2.142.628 $ 716,276 11,012.337 $ 186,925 

Totallong-term oWigations $ 21.708.789 $ 4.374.211 $1.529.451 $ 24.553.549 $ 462.111 

The Pension obligation liability will be liquidated through a Special Revenue Fund (Pension Fund) as provided by tax 
levy and Slate Personal Properly Replacement Tax revenues. 
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b) Issuance of New Del̂ t 

i) General Obligation Notes 

The General Obligation Tender Notes, Series 2010 ($70.4 million) were sold in September 2010 at a 
fixed rate of 1.625 percent. The notes mature no later than April 1. 201 z. The Series 2010 notes were 
issued to meet cash flow requirements of the City's Library Funds; the notes are payable from tax 
colleclions in the lollowing year or from any other resources legally available to the City. Principal 
payments lor the notes do no! require the current appropriation and expenditure of Govemmental Fund 
financial resources. 

During 2010, the Cily issued $170.7 million in commercial paper notes for certain capital and operating 
uses. 

Ii) General Obligation Bonds 

General Obligation Bonds, Project and Refunding Series 2009A-D ($793.3 million) were sold at a 
premium in January 2010. The bonds have interest rales ranging from 4.0 percent to 6.257 percent and 
maturity dates from January 1, 2018 to January 1, 2040. Series C bonds ($98.3 million) are Build 
America Bonds and Series D bonds ($133.2 million) are Recovery Zone Economic Development Bonds. 
Not proceeds of $812.0 million will be used to finance infrastructure improvements; transportation 
improvements; grants or loans to assist not-for-profit organizations or educational or cultural institutions; 
or to assist other municipal corporations or units of local government, or school districts; cash flow needs 
of the City; acquisition of personal property; acquisition, demolition, remediation or improvement of real 
property for industrial, commercial or residential purposes; constructing, equipping, altering and repairing 
various municipal facilities including fire stations, police stations, libraries, senior and health centers and 
other municipal facilities; enhancement of economic development within the City by making grants or 
deposits to secure obligations of not-for-profit or for-profit organizations doing or seeking to do business 
in the City; litigation judgments or settlement agreements involving the City, including escrow accounts or 
other reserves needed for such purposes; payment of certain pension contributions; providing for 
facilities, services, and equipment to protect and enhance public safety; and other uses permitted by the 
Ordinance ($376.0 million); and to advance refund certain maturities of general obligation bonds 
outstanding ($412.2 million); and to fund capitalized interest ($23.8 million). The advance refunding of 
the bonds increased the City's total debt service payments by $51.1 million and resulted in an economic 
gain (difference between the present values of the debt service on the old and new debt) of $9.1 million. 

General Obligation Bonds (Modem Schools Across Chicago Program) Series 2010A-B ($150.1 million) 
were sold at a premium in August. 2010. Series B bonds ($57.8 million) are Build America Bonds. The 
bonds have interest rate ranging from 3.0 percent to 5 364 percent and maturity dates ranging from 
Docemt>er 1, 2011 to December 1, 2029. Net proceeds of $160.6 million will be used to pay for a portion 
of the costs for constnjction, renovation, design and acquisition of elementary and high schools that are 
part of the school system operated by the Board of Education of the City of Chicago ($159.2 million) and 
to fund capitalized interest ($1.4 million). The bonds fund Phase II of the Modem Schools Across 
Chicago Program. 

General Obligalion Bonds, Taxable Project Series 2010B ($213.6 million) were sold in December 2010. 
The bonds are Build America Bonds and have an interest rate of 7.517 percent and maturity dates 
ranging from January 1, 2036 to January 1, 2040. Net proceeds of $213.6 million will be used lo finance 
infrastnjcture improvements; transportation improvements; grants or loans lo assist not-for-profit 
organizations or educational or cultural institutions; or to assist other municipal corporations or units of 
local government, or school districts; acquisition of personal property; acquisition, demolition, remediation 
or improvement of real property for industrial, commercial or residential purposes; constructing, 
equipping, altering and repairing various munidpal facilities including fire stations, police stations, 
libraries, senior and health centers and other municipal facilities; enhancement of economic development 
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within the City by making grants or deposits to secure obligations of not-for-profit or for-profit 
organizations doing or seeking lo do business in the City; provision of facilities, services and equipment 
to protect and enhance public safely, including but not limited to, increased costs for police and fire 
protection services, emergency medical services, staffing at the City's emergency call center and other 
Cily facilities, and enhanced security measures at airports and other major City facilities. 

In June 2010, the City negotiated a novation of the fixed payer swap associated with a 75 percent portion 
of the General Obligation Series 2003B variable rale bonds with a current notional amount of $151.5 
million from Lehman Brothers Special Financing Inc. (LBSF) lo Wells Fargo Bank, N.A. due to LBSF's 
bankruptcy. A J.P. Morgan swap covers the remaining 25 percent balance of the twnds, with a current 
notional amount of $50.6 million, which remains unchanged. All economic terms of the interest rate swap 
remained identical and the City did not incur any cost in association with replacing the counterparty to the 
swap-
In November 2010, the City entered into swap overlay agreements (i.e.. Constant Maturity Swap (CMS) 
reversal) associated with the General Obligation Series 2003B variable rate bonds with J.P. Morgan and 
Rice Ftnanaal Products lor notional amounts of $50.6 and $151.5 million respectively. The agreements 
are effective March 1, 2011 through March 1, 2014. and the City will pay 66.91 percent of 10 year LIBOR 
and receive 75 percent of one month LIBOR, essentially extending the $202.5 million notional amount 
CMS reversal in place up to March 1, 2011 with J.P. Morgan. Together with the existing undertying 
swaps on the bonds, in which the City pays 4.052 percent and receives 66.91 percent of 10 year LIBOR, 
the net effect is that the City will pay a fixed rate of 4.052 percent and receive 75 percent of one month 
LIBOR through March 1, 2014, after which time the City will receive 66.91 percent of 10 year LIBOR 
through expiration (January 1, 2034). The City received a combined upfront payment of $9.9 million in 
November 2010. 

In December 2010, the City entered into swap overiay agreements (i.e.. basis trades) associated with the 
General Obligation Series 2005D variable rale bonds with Rice Rnancial Products, Loop Financial 
Products and Jefferies for notional amounts of $100.0, $61.4 and $61.4 million respectively. The 
agreements are effective January 1, 2014 through January 1, 2031, and the City will pay SIFMA and 
receive 72.5 percent of one month LIBOR. Together with the existing swa^s on the bonds, in which the 
City pays 4.104 percent and receives SIFMA, the net effect is that the City will pay a fixed rate of 4.104 
percent and receive 72.5 percent of one month LIBOR between January 1, 2014 and January 1, 2031, 
before 2014 and after 2031 the City will receive SIFMA through the expiration of the swaps (January 1, 
2040). The City received a combined upfront p a r e n t of $13.7 in January 2011. 

In December 2010. the City entered into two swap overiay agreements (i.e., basis trades) associated with 
the G.O. Series 2007 E, F&G variable rale bonds with Wells Fargo Bank, N.A. for a notional amount ol 
$100.0 million each. The agreements are effective January 1, 2014 through January 1, 2031, and the 
City will pay SIFMA and receive 72.5 percent of one month LIBOR. Together with the existing undertying 
swaps on the bonds, in which the City pays 3.9982 percent and receives SIFMA, the net effect is that the 
City will pay a fixed rale of 3.9982 percent and receive 72.5 percent of one month LIBOR between 
January 1, 2014 and January 1, 2031. Before 2014 and after 2031 the City will receive StfMA through 
expiration of the swaps (January 1, 2042). The City received a combined upfront payment of $14.2 
million in December 2010. 

ill) Sales Tax Revenue Bonds 

In August 2010, the City amended its swap agreement associated with the Sales Tax Series 2002 
variable rate bonds with J.P. Morgan vwth a cunent notional amouni of $114.2 million. The amendment 
removed J.P. Morgan's right to cancel the swap if SIFMA exceeds 7 percent for 180 consecutive days by 
converting the variable rate the City receives from SIFMA plus 13 basis points to 75.25 percent of three 
month LIBOR. The City conlinues lo pay a fixed rale of 4.23 percent and receives 75.25 percent of three 
month LIBOR. 
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iv) Enterprise Fund Revenue Bonds and Notes 

Chicago O'Hare International Airport Third Lien Revenue Bonds, Series 2010A-F ($1,040.0 million) were 
sold at a premium in April, 2010. Series B bonds ($578.0 million) are Build America Bonds. The bonds 
have interest rates ranging from 1.75 percent to 6.845 percent with maturity dates from January 1, 2011 
lo January 1, 2040. Net proceeds of $1,048.5 million will be used to finance the costs of certain projects 
at the airport including the O'Hare Modernization Program and the capital improvement program ($765.6 
million), fund capitali7ed interest and debt service reserves ($214 0 million) and to advance refund certain 
maturities of bonds outstanding ($48.9 million). The advance refunding of the bonds decreased the 
Airport's total debt service payments by $3.1 million and resulted in an economic gain (difference 
between the present values of the debt service on the old and new debt) of $2.8 million. 

Chicago O'Hare International Airport Passenger Facility Charge Revenue Bonds, Series 2010A-D 
($137.7 million) were sold at a discount in May, 2010. The bonds have Interest rales ranging from 2.0 
percent lo 6.395 percent with maturity dates from January 1, 2011 to January 1, 2040. Net proceeds of 
$136.5 million and other monies of $.3 million will be used lo finance the costs of certain projects at the 
airport including the O'Hare Modernization Program and the capital improvement program ($54.1 million), 
fund capitalized interest and debt service reserves ($68.7 million) and lo advance refund certain 
maturities of bonds outstanding ($14.0 million). The advance refunding of the bonds decreased the 
Airport's total debt service payments by $1.2 million and resulted In an economic gain (difference 
between the present values of the debt service on the old and new debt) of $.7 million. 

Chicago Midway Airport Second Lien Revenue Bonds, Series 2010A1-2 ($80.5 million) were sold in May, 
2010. The bonds were initially issued at a daily rate of .29 percent. The bonds have maturity dates of 
January 1, 2021 for Series 2010A-1 and January 1. 2025 for Series 2010A-2. Net proceeds of $80.4 will 
be used to advance refund certain maturities of bonds outstanding ($10.2 million), repay commercial 
paper and other principal due ($65.8 million) and fund capitalized interest and debt service resenres ($4.4 
million). The advance refunding of the bonds increased the Airport's total debt service payments by $5.0 
million and resulted in an economic loss (difference between the present values of the debt service on the 
old and new debt) of $.9 million. 

At the discretion of the City the bonds may bear interest at a daily or weekly rate. Interest on bonds in the 
daily mode is payable on the first business day of each calendar month, commencing June 1,2010. 

The City has appointed a remarketing agent for the bonds when in a variable rate mode. The. 
remarketing agent will use its best efforts to resell the bonds at favorable rates following either an optional 
or mandatory lender. In the event the remarketing agent is unable to resell the notes, the City has 
obtained an unconditional, irrevocable letter of credit which may be drawn upon lor the purchase of the 
bonds until the remarketing agent is able to resell the bonds. 

The letters of credit securing the Series 2010A1 -2 bonds totals $81.4 million and terminates no later than 
May 5, 2011. Advances under the letter of credit for Series 2010A-1 (none al December 31, 2010) are 
due three years from the date of the advance. Advances bear interest from the date of advance through 
the 90* day at the greater of the prime rate plus 3.0 percent or the Federal Funds rate plus 3.5 percent 
per annum (Base Rate) or 6.0 percent. Thereafter until due and payable, advances bear interest al the 
higher of the Base Rale plus 1.0 percent or 8.5 percent. Upon the occurrence of an event of default, the 
interest rale per annum shall equal the Base Rate plus 5.0 percent or 12 percent. The maximum rale of 
interest cannot exceed 15.0 percenL Advances under the letter of credit for Series 2010A-2 (none at 
December 31, 2010) are due three years from the date of the advance. Advances bear Interest from the 
date of advance through the 90"" day al the greater of the prime rate plus 1.5 percent or the Federal 
Funds rate plus 2.0 percent per annum (Base Rate) or 7.5 percent. Thereafter until due and payable, 
advances boar interest al the Base Rale plus 1.0 percent Upon the occurrence of an event of default, 
the interest rate per annum shall equal the Base Rate plus 3.0 percent The maximum rate of interest 
cannot exceed 18.0 percent. The letters of credit were issued by third-party financial institutions that are 
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expected lo be financially capable of honoring its agreements. In the event the bonds are put back lo the 
bank and not successfully remarketed, or if the letter of credit expires urilhoul an extension or subslilullon, 
the bank tmnds will convert lo a term loan. There is no principal due on potential temi loans within the 
next fiscal year. 

Chicago Midway Airport Second Lien Revenue Bonds, Series 201 OB, C, D-1 and D-2 ($246-5 million) 
were sold at a premium in October, 2010. The bonds have interest rates ranging from 3.532 percent to 
7.168 percent with maturity dates from January 1, 2014 lo January 1, 2041. Net proceeds of $237.8 
milb'on will be used lo finance the costs of certain Airport projects ($168.8 million), fund capitalized 
interest and debt sen/ice reserves ($24.3 million) and to repay commercial paper ($44.7 million). 

Second Lien Water Revenue Project and Refunding Bonds, Series 2010A-C ($313.6 million) were sold at 
a premium in November, 2010. The bonds have interest rales-ranging from 2.0 percent to 6.742 percent 
and maturity dates from November 1, 2011 to November 1, 2040. Series B bonds ($250.0 million) are 
Build America Bonds and Series C bonds ($29.7 million) are Qualified Energy Conservation Bonds. Net 
proceeds of $313.8 million will be used to finance certain costs of improvements and extensions lo ^ e 
water system ($277.6 million), advance refund a certain maturities ot water revenue bonds outstanding 
($36.2 million). The advance refunding of the bonds decreased the Water system's total debt service 
payments by $3.2 million and resulted in an economic gain (difference between the present values of the 
debt service on the old and new debt) of $2.4 million. 

Second Lien Wastewater Revenue Project and Refunding Bonds, Series 2010A-B ($275.9 million) were 
sold at a premium in November, 2010. The bonds have interest rales ranging from 2.0 percent lo 6.742 
percent and maturity dates from January 1, 2012 to January 1,2040. Series B bonds ($250.0 million) are 
Build Amerk:a Bonds. Net proceeds of $275.8 million will be used to finance certain costs of 
improvements and extensions to the wastewater system ($248.2 million), advance refund a certain 
maturities of wastewater revenue bonds outstanding ($27.6 million). The advance refunding of the bonds 
decreased the Wastewater system's total debt service payments by $5.2 million and resulted in an 
economic gain (difference between the present values of the debt service on Uie old and new debt) of 
$3.3 million. 

During 2010, $.5 million of Chicago O'Hare International Airport Commercial Paper Notes Series A. B and 
C were issued. The proceeds were used to finance portions of the costs of authorized airport projects. 

During 2010, $35.5 million of Chicago Midway Airport Commercial Paper Notes Series A, B and D were 
issued. The proceeds were used lo repay debt obligations that were in bank bond mode, finance portions 
of the costs of authorized airport projects and refund a portion of certain outstanding bonds. 

During 2010, $51.5 million of Water Revenue Commercial Paper Notes were issued. The proceeds were 
used to finance portions of the costs of authorized projects. 

In May 2010, the Cily entered into a h«o-way Credit Support Agreement (CSA) with J.P. Morgan on its 
swap associated with a 40 percent portion of the Midway Airport Series 2004C&D variable rate bonds 
with a current notional amouni of $60.9 million. A Goldman Sachs swap covers the remaining balance of 
the bonds, with a current notional amount of $91.3 million, and remains unchanged. The J.P. Morgan 
CSA was required t)ecause a lemnination event was triggered due to the insurer's ratings downgrade. 
Both firnis had the right to require a two-way CSA, but only J.P. Morgan exercised the right Goldman 
Sachs waived its right as long as the swap remains unchanged. Based on the current second lien ratings 
at Midway Airport (A3/A-/A- by Moody's, S&P and Fitch respectively), if the mar1(-lo-markel adjusftnent on 
the swap is against the City by more than $10 million, collateral must be posted for the difference. In 
August 2010, collateral was required in the amount of $1.4 million, which was funded with proceeds from 
Midway Commercial Paper, but as of December 31,2010, no collateral posting was required. 
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v) Financial Market Related Conversions 

The glcAial economic downturn has adversely impacted the C i l / s variable rate debt The credit crisis and 
the effect on monoline insurers' credit ratings, as a result of their exposure to subprime mortgages, have 
resulted in downgrades by the major rating agencies. As a result, credit spreads increased on the City's 
variable rate debt, especially with insured bonds; therefore the City refinanced or converted many of its 
variable rate debt issues. In 2010, the City utilized liquidity facilities lo convert two variable rate issues in 
the amount of $284.7 million and thereby removing the monoline insurers or impaired banks providing 
credit support. 

Annual requirements listed below for each year include amounts payable January 1 of the following year. 
Bonds maturing and interest payable January 1, 2011 have been excluded because funds for their p a r e n t 
have been provided lor. Annual requirements lo amortize debt outstanding as of December 31, 2010 are as 
follows (dollars in thousands): 

General Obligation Installment Purchase Tax Increment 
Year Ending Principal Interest Principal Interest Principal Interest 
December 31, 
2011 $ 156,646 $ 362,307 $ 1,200 $ 47 $ 25,040 $ 8,793 
2012 238,178 357,137 - - 20,815 7,389 
2013 205,827 348,585 - - 30,264 6.212 
2014 215,509 344,558 - - 15,237 11.853 
2015 237,486 338,480 - - 8,965 3,951 
2016-2020 1,433,028 1.514.111 - - 45,975 9,964 
2021 - 2025 1,553,090 1,185,521 - - 10,585 840 
2026 - 2030 1,444,048 838,646 - - - -
2031 - 2035 981,304 498,889 -

• 
- -

2036 - 2040 691,016 190,537 - - - -
2041 - 2045 25,645 1,060 - - - -

$ 7,181,777 $ 5,979,831 $ 1.200 $ 47 $ 156,881 $ 49,002 

Revenue Business-type Activities 
Year Ending Principal Interest Principal Interest 
Deceml>er 31, 
2011 $ 16,295 $ 25,971 $ 236,253 a G 529,302 
2012 17,150 25,121 258.162 519.266 
2013 18.040 24,227 362,891 511.834 
2014 18.980 23.286 371,606 496.439 
2015, 18.400 22,315 312,755 479,007 
2016 - 2020 97,940 97,463 1,757,307 2,161,483 
2021 - 2025 123,015 71,699 1,941,395 1.715,052 
2026 - 2030 130,754 64,419 2,426,430 1.191,187 
2031 - 2035 89,418 53,097 2,056,740 572,439 
2036 - 2040 23,710 1,793 1,004,295 156,870 

$ 553,702 $ 409,391 $ 10,727,834 ^ 3 8,332,879 
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Debt service requirements above exclude commercial paper issues as the timing of payments is not certain. 
For the requirements cateulated above, interest on variable rate debt was calculated at the rate in effect or the 
effective rate of a related swap agreement, if applicable, as of December 31, 2010. Standby bond purchase 
agreements were issued by third party finarx;ial institutions that are expected to be financially capable ol 
honoring their agreements. 

d) Derhratlves 

i) Pay-Fixed, Recelve-Varfable interest Rate Swaps 

(1) Objective of the swaps. In order to protect against the potential of rising interest rates, the City has 
entered into various separate pay-fixed, receive-variable interest rate swaps al a cost less than what 
the City woukf have paid lo issue fixed-rale debt 

Govemmenta l Activit ies 

Cash F k w Hedges: 

Pay-fixed Interest Rate S W A P S . 

Investment Derivative Instruments; 

Pay-fixed Interest Rate S W A P S . . 

Busines$-type Activi t ies 

Cash Flow Hedges: 

Payf ixed Interest Rate S W A P S . . 

Changes In Fair Value 

Class i f icat ion 

Deferred 
Outflow of 
Resources 

Investment 
Revenue 

Deferred 
Outflow of 
Resources 

Amount 

$ (45,058) 

(10,848) 

(34,449) 

Fair Value at 
December 31,2010 

Class i f icat ion 

rnvesfrnent 
Revenue 

Deferred 
Outflow of 
Resources 

Amount 

Deferred 
Outflow of 
Resources $ (120,447) 

(24,529) 

Notional 

Amount 

S 792.070 

201.965 

(141.379) 973.805 

Total. $ (286,355) 

(2) Terms, fair values, and credit risk. The objective and terms, including the fair values and credit 
ratings, of the C i l / s hedging derivative instruments outstanding as of December 31, 2010, are as 
follows. The notional amounts of the swaps match the principal amounts of the associated debL The 
City's swap agreements contain scheduled reductions to outstanding notional amounts lhat are 
exfwcted to approximately follow scheduled or anticipated reductions in the associated "bonds 
payable" category. Under the swaps, the City pays the counterparty a fixed payment and receives a 
variable payment computed according to the Lond<wi Intert̂ ank Offered Rate (LIBOR) and/or The 
Securities Industry and Financial Markets Association (SIFMA) Municipal Swap Index (dollars in 
thousands): 
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Associated Notional Effective Fair 
Bond Issue Amounts Date Ternis Values 

Hedging Instnjmerts 

Govemmental Activities: 

1 [/•OS/2007 Pay 3.998%; recaveSlrf/A S (15,270) 
GO VRDB (Senas 2007EFG} $ 200,000 01/01/2014 Pay SIFMA; receive 7Z5%olUBOR * (16,1851 

08/17/2005 Pay 4.1M%; receive SIF1\W (21,194) 
GO VRDB (Series 2005O) 222.790 01/01/2014 PaySIFMA:receive725%ofUBOR * (18,240) 

GO VRDB (Neighbcrhoods Alive 21 
Program, Series 20028) 206,700 1(yoa/2002 Pay 3.575%; receive 70% cf LIBOR (24,477) 

Sales Tax Revenue Refunding Bonds 
(Vi^BSaiBs2002). 114,150 06/27/2002 Pay 4,23%; receive 75 25% of LIBOR (17,445) 

Tax Ircrement Allocation Bonds 
(Near North TIF, Series 199aft) 44,900 09/01/1999 Pay 5.084%; receive 67% of UBOR (7,3021 

Tax incremer̂  ̂ location Bonds 
(Stockyards TIF. Series 1996A&B) 3.975 02/10/1997 Pay 5.375%; receive SIFP/A (3341 

Buslne^-type Activities:, 

Chicago Wadmi Intemationd Airport 
Revenue Bonds (Series 2DMC&D) 152.150 12/14/20(M P^y 4.174%; receive SIFMA Rus .05% (14,8961 

Pay 3,886%; receive 95% of 3 Ma UBOR 
(if UBOR is < 3%) or 

232.260 01/03/2011 67% of 3 Mo. LIBOR (if LIBOR is > 3%) (34,1211 
Pay 3.886%; receive SIFMA 

Wastewater Traismission Variable (il UBOR is < 3%) 
Rate Revenue Bonds (Series 2O08C) 99.670 07/2a'20O4 or67%of UBQR(itUB0Ris>3%l (14,9941 

Water Variable Rate Revenue 
Refunding Bonds (Series 20W} 193.655 04/16/2008 Pay 3.8694%; receive SIFMA (28,6091 

Water Variable Rate Revenue 
Refunding Bonds {Senes 2004} 195,770 OS/OS^OM Pay 3.8669%; recave SIFMA (30,6451 

SecofKJ Lien Water Revenue 
Refurxiing Bonds (Series 2000) 100,000 04/16/2008 Pay 3.8694%; receive SIFMA (18,1141 

investment Instruments 

Governmental Artlvities: 

08/07/2003 Pay4052%;receive66.9l%of10YrUBOR (16,3721 
Pay66.91%of10YrUBOR 

GO VRDB (Series 2003B) 202.500 03/01/2011 Feceive75%ofl Mo. LIBOR * (8,157) 

Total $1.968,520 $(286,355^ 

See Table 31 in Statistical Section for Counterparty Entities and additional detaris for credit ratings. 
Type and objective for all the S W A P S is the same, as mentioned earlier. 
' Reflects S W A P Overlay agreement. 

63 

Counter-
Teimi- party 
nation Credit 
Date Rating 

/133/A+ 
Oi.'01/2C42 Al/Ar 
01/01/2031 Aa2/AA 

A1/A 
Aa2/A+ 

01/01/2040 Aaa/M 
01/01/2031 Aa3/At 

Aal/AA-
01/01/2037 Aa3/A+ 

01/01/2034 Aal/M-

01/01/2019 Aa3/A+ 

12'01/2014 Aa3/A+ 

Aa1/A 
01/01/2035 Aal/AAr 

01/01/2039 Aa3(-A+ 

01/01/2039 AaVAA-

11/01/2025 Aa3(-A+ 

11/01/2031 A1//V 

11/01/2030 Aa3/A+ 

01/01/2034 Aal/AA-
Aa2/AA 

03/01/2014 Aaa'AA 
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(3) Fair Value. As of December 31, 2010, the swaps had a negative fair value of $286.4 million. As per 
industry convention, the fair values of the City's outstanding swaps were eslimated using the zero-
coupon method. This method calculates the future net settlement payments required by the swap, 
assuming that the fonward rates implied by the yield curve conectly anticipate future spot rates. 
These payments are then discounted using the spot rates implied by the current yield curve for 
hypothetical zero-coupon bonds due on the date of each future net settlement on the swap. Because 
interest rates are below the Fixed Rate Paid, the City's swaps had negative values. Note that in the 
staiement of net assets the combination of the $248.3 million derivative liability and the unamortized 
interest rate swap premium balance of $38.1 million, recorded as component of unearned revenue, 
together represent the total fair value, ̂  

(4) Credit Risk. The City is exposed to credit risk (counterparty risk) through the counterparties with 
which it enters into agreements. If minimum credit rating requirements are not maintained, the 
counterparty is required to post collateral to a third parly. This proiects the City by mitigating the 
credit risk, and therefore the ability lo pay a lemnination payment, inherent in a swap. Collateral on all 
swaps is to be In the form of cash or Eligible Collateral held by a third-party custodian. Upon credit 
events, the swaps also allow transfers, credit support, and termination if the counterparty is unable lo 
meet the said credit requirements. 

(5) Basis Risk. Basis risk refers to the mismatch between the variable rate payments received on a swap 
contract and the interest payment actually owed on the bonds. The two significant components 
driving this risk are credit and SIFMA/LIBOR ratios. Credit may create basis risk because the City's 
bonds may trade differently than the swap Index as a result of a credit change in the Cily. 
SIFMA/LIBOR ratios (or spreads) may create basis risk. With percentage of LIBOR swaps, if the 
C i l / s bonds trade at a higher percentage of LIBOR over the Index received on the swap, basis risk is 
created. This can occur due lo many factors including, without limitation, changes in marginal tax 
rates, tax-exempt status of bonds, and supply and demand for variable rate bonds. The City is 
exposed to basis risk on all swaps except those that are based on Cost of Funds, which provide cash 
flows that mirror those of the underlying bonds. For all other swaps. If the rate paid on the bonds is 
higher than the rate received, the City is liable for the difference. The difference would need to be 
available on the debt sendee payment date and it would add additional underiying cost to the 
transaction. 

(6) Tax Risk. The swap exposes the Cily to lax risk or a permanent mismatdi (shortfall) between the 
floating rate received on the swap and the variable rate paid on the underlying variable-rate bonds 
due to lax law changes such that the federal or state tax exemplion of municipal debt is eliminated or 
its value reduced. There have been no lax law changes since the execution of the City's swap 
transaclions. 

(7) Termination Risk. The risk that the swap could be terminated as a result ot certain events including a 
ratings downgrade for the issuer or swap counterparty, covenant violation, bankruptcy, payment 
default or other defined events of defaulL Termination of a swap may result in a payment made by 
the issuer or lo the issuer depending upon the market at the lime of termination. 

(8) Swap payments and associated debt. Bonds maturing and interest payable January 1, 2011 have 
been excluded because funds for their payment have been provided for. As of December 31. 2010, 
debt service requirements of the City's outstanding variable-rale debt and net swap payments, 
assuming current interest rates remain the same, for their tenn are as follows (dollars in thousands): 
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Interest 

Year Ending 
December 31. 
2011 
2012 
2013 
2014 
2015 
2016-2020 
2021 -2025 
2026 - 2030 
2031 -2035 
2036 - 2040 
2041 -2045 

Variable-Rate Bonds Rate 

Principal Interest Swaps, Net Total 

$ 15,310 $ 7.914 $ 70.223 $ 93.447 
21,395 7.860 69,594 98,849 
22,645 7.784 68.775 99,204 
36,955 7,703 67.899 112.557 
37,865 7,589 66.608 112,062 

325,570 35,326 302,909 663,805 
452.930 29,054 232,234 714,218 
372,980 22.640 161,514 557,134 
439,145 14,031 84.287 537.463 
217,950 4,838 22,859 245.647 

22,195 222 665 23,082 

$ 1,964,940 $ 144.961 $ 1.147.567 $ 3,257.468 

ii) Sv^aptions 

(1) Objective of the swaptlons. The City entered into several swaption contracts that provided the City 
upfront payments totaling $42.1 million. The term swaption refers to the City selling an option to a 
counterparty to execute a swap at a certain date in the future if certain conditions exist. If the 
conditions do not exist, the counterparty will not execute the option, no swaptlons have been 
exercised. In the event the options are executed and the City enters into a fixed to floating rale swap, 
the Cily would be exposed to the risks as described under Swaps. 

Changes in Fair Value 
Fair Value at 

December 31,2010 

Governmental Activities 

Investment Derivative Instruments: 

Pay-fixed Interest Rate SWAPS.... 

Business-type Acthrities 

Investment Derivative Instnjments: 

Pay-fixed Interest Rate SWAPS.... 

Total 

Classification 

Investment 
Revenue 

Investment 
Revenue 

Amount 

499 

(1,761) 

Classification 

Investment 
Revenue 

Investment 
Revenue 

Amount 
Notional 
Amount 

(17,001) $ 471,875 

(19.813) 380,270 

$ (36.814) 
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(2) Terms. The terms, including fair values of the swaptions as of December 31, 2010, are as follows 
(dollars In thousands): 

A s s o c i a t e d No t i ona l T r a d e 
B o n d Isaug A m o u n t s Date 

G O B o n d s 
(GO, Ser ies 2 0 0 1 A : G O 
Ser ies 2002A: G O . Ser ies 2003A: 
and G O . Ser ies 2004A) S 318,670 12/18/2003 

Ch icago Midway A i ipor l Revenue 
Bonds (Sf l i ies 1998A(AMT) , Se r ies 
19g8B(Non-AMT}; and Ralunding 

Ser ies 1998C(Non-AMT)) 300,270 10/27/1999 

Sa les Tax Revenue 

Bonds (Series 1999) 23,285 06/21/2002 

SaWs Tax Revenue 
Bof ids (Series 1998) 

Sates Tax Revenue 
Bonds (Series 1997) 

Totfli -- $ 852,145 

69,275 06/21/2002 

60.645 06/21/2002 

Var labre 
R a t e 
P a i d 

S I F M A i -
30bps 

S I F M A + 
25bps 

S IFMA+ 
30bps 

S IFMA+ 
30bps 

S IFMA+ 
30bps 

F i x e d 
Ra te 

R e c e i v e d 

5,100 

4.984 

5.250 

5.375 

Fair 
Values 

S w a p 
T e r m i ­
nat ion 

Data 
Up -F ron t 
P a y m e n t 

5 .000% t (12.543) 01/01/2024 $ 13,384 

(19,813) 

(161) 

(2.420) 

» t36 .a i4 ) 

01/01/2030 

01/01/2019 

01/01/2028 

(1.877) Ot/01/2027 

23.500 

728 

2.562 

1.9G4 

42.138 

(3) Fair value. As of December 31, 2010, the swaptions had a negative fair value of $36.8 milllor. As 
per industry convention, the fair values of the City's outstanding swaptions were estimated using the 
zero-coupon method. This method calculates the future net settlement payments required by the 
swap, assuming tiiat the forward rales implied by the yield curve correctly anticipate future spot rates. 
These payments are ttien discounted using the spot rates implied by the current yield curve for 
hypothetical zero-coupon bonds due on the date of each future net settlement on the swap. Because 
interest rates are below the Fixed Rate Received, the City's swaptions had negative values. The 
negative value is also driven by the upfront payment received by the Cily upon execution of the 
swaption agreement Note that in the statement of net assets the combination of the $13.5 million 
derivative liability and the unamortized interest rate swaption premiunn balance of $23.3 million, 
recorded as component of unearned revenue, together represent the total fair value. 

(4) Credit Risk. The City is exposed to credit risk (counterparty risk) through the counterparties with 
whk;h it enters into agreements. If minimum credit rating requirements are not maintained, the 
counterparty is required lo post collateral to a third party. This protects the City by mitigating the 
credit risk, and therefore the ability to pay a termination payment, inherent in a swap. Collateral on ail 
swaptions is to be in the form of cash or Eligible Collateral held by a third-party custodian. Upon 
credit events, the swaptions also allow transfers, credit support, and termination if the counterparty is 
unable to meet the said credit requirements. 

(5) Basis Risk. Basis risk refers to the mismatch between the variable rate paymente recehfed on a 
swap contract and the interest payment actually owed on the bonds. The two significant components 
driving this risk are credit and SiFfi/IA/LIBOR ratios. Credit may create basis risk because the City's 
bonds may trade differently than the swap index as a result of a credit change in the City. 
SIFMA/LIBOR ratios (or spreads) may create basis risk. WUh percentage ol LIBOR swaps, if the 
City's bonds trade at a higher percentage of LIBOR over the index received on the swap, basis risk is 
created. This can occur due to many factors including, without limttalion, changes in marginal tax 
rates, tax-exempt status of bonds, and supply and demand for variable rale bonds. The City is 
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exposed to basis risk on alt swaptions except those lhat are based on Cost of Funds, which provide 
cash flows that mirror those ol the underiying bonds. For all other swaptions, il the rate paid on the 
bonds is higher than the rate received, the Ci ly is liable for the difference. The difference would need 
lo be available on the debt sen/ice payment date, and it would add additional underiying cost to the 
transactkin. 

(6) Tax Risk. The swap exposes the City to tax risk or a permanent mismatch (shortfall) between the 
floaling rate received on ths swap and the variable rate paid on the underlying variable-rate bonds 
due to lax law changes such that (he federal or state lax exemption o( municipal debt is eliminated or 
its value reduced. There have been no tax law changes since the execution of the swaplion 
transactions. 

(7) Termination Risk. The risk that the swap could be terminated as a result of certain events including a 
ratings downgrade for the issuer or swap counterparty, covenant violation, bankruptcy, payment 
default or other defined events of default. Termination of a swap may result in a payment made by 
the issuer or to the issuer depending upon the market at the time of termination. 

e) Debt Covenants 

I) Water F u n d - The ordinances authorizing the issuance of outstanding Water Revenue Bonds provide for 
the creation of separate accounts into which net revenues, as defined, or proceeds are lo be credited, as 
appropriate. The ordinances require that net revenues available for bonds, as adjusted, equal 120 
percent of the current annual debt service on the outstanding senior lien bonds and that City 
management maintains all covenant reserve accoun* balances at specified amounts. The above 
requirements were met at December 31, 2010. The Water Rate Stabilization account had a balance in 
restricted assets of $61.4 million at December 31, 2010. 

The ordinances authorizing the issuance ol outstanding Second Lien Water Revenue Bonds provide lor 
the creation of separate accounts into which monies wilt be deposited, as appropriate. The ordinances 
require (hat net revenues are equal lo the sum of the aggregate annual debt service requirements for the 
fiscal year of the outstanding senior lien bonds and 110 percent of the aggregate annual debt service 
requirements ol the outstanding second lien bonds. This requirement was met at December 31, 2010. 

II) Sewer Fund - The ordinances authorizing the issuance of outstanding Wastewater Transmission 
Revenue Bonds provide for the creation of separate accounts into which net revenues, as defined, or 
proceeds are to be credited, as appropriate. The ordinances require that net revenues available for 
bonds equal 115 percent of the current annual debt service requirements on the outstanding senior lien 
bonds. This requirement was met at December 31, 2010. The Sewer Rate Stabilization account had a 
balance in restricted assets of $24.6 million a l December 31, 2010. 

The ordinances authorizing the issuance of outstanding Second Uen Wastewater Transmission Revenue 
Bonds provide for the creation of separate accounts into which monies will be deposited, as appropriate. 
The ordinances require that net revenues equal 100 percent of the sum of the current maximum annual 
debt service requirements of the outstanding senior lien bonds and the maximum annual debt service 
requirements of the second Hen bonds. This requirement was met at December 31, 2010. 

Hi) Ch i cago Midway International Airport Fund - The master indenture securing the issuance of Chicago 
Midway lntematk)nal Airport Revenue Bonds requires that the City set rates and charges for Ihe use and 
operation of Midway so that revenues, together with any other available monies and the cash balance 
held in the Revenue Fund on the first day of such year not required to be deposited in any fund or 
account, will be at least sufficient (a) to provide for the operation and maintenance expenses for the year 
and (b) to provide for the greater of (i) the amounts needed to be deposited into the First and Junior Lien 
Debt Sen/ice Fund, the Operations & Maintenance Reserve Account, the Working Capital Account, the 
First Lien Debt Service Reserve Fund, the Repair and Replacement Fund, and the Special Project Fund 
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and (ii) an amount not less thcui 125 percent of the Aggregate First Lien Debt Service for such fiscal year 
reduced by an amount equal to the sum of any amouni heW in any capitalized interest account for 
disbursement during such fiscal year to pay interasl on First Lien Bonds. These requirements were met 
at December 31. 2010. 

Iv) Chicago-O'Hare International Airport Fund - In 1983, the City Council adopted the General Airpori 
Revenue Bond ordinance authorizing frie issuance and sale of Chicago-O'Hare Intemational Airport 
General Airport Revenue Bonds in unlimited series for the purf>ose of financing the cost of improvements 
and expansion of O'Hare and to redeem its existing outstanding bond obligations. The ordinance further 
pennits the issuance of second lien notes, bonds and other obligations which are payable from, and 
secured by. a pledge of amounts deposited in the junior lien obligation debt service account created 
under the ordinance. The ordinance requires that net revenues in each year equal not less than the sum 
of (1) the amount required to be deposited for such year in the debt sen/ice reserve fund, the maintenance 
reserve fund, the special capital projects fund and the junior lien debt service fund, and (ii) 110 percent of 
the aggregate first lien and second lien debt service for the bond year commencing during such fiscal 
year reduced by an amount equal to the sum of any amouni held in any capitalized interest account for 
disbursement during such fiscal year to pay interest on bonds. This requirement was met at December 
31. 2010. The ordinance provides for the creation of separate accounts that are to be credited with 
revenues in a specified priority. At the end of each year, any excess funds over amounts required in 
accounts other than Special Capital Projects, Emergency Reserve and Airport Development accounts are 
reallocated with the following year's revenues. 

The Master Indenture of Trust securing Chicago-O'Hare International Airport Third Lien Obligations 
requires that Revenues in each Fiscal Year, together with Other Available Moneys deposited with the 
Trustee with respect to that Fiscal Year and any cash balance hekJ in the Revenue Fund on the first day 
of that Fiscal Year not then required to be deposited in any Fund or Account, will be at least sufficient; (1) 
to provide for the payment of Operation and Maintenance Expenses for the Fiscal Year; and (it) to provide 
for the greater of (a) the sum of the amounts needed to make the deposits required to be made pursuant 
to all-resolutions, ordinances, indentures and trust agreements pursuant to which all outstanding First 
Lien Bonds, Second Lien Obligations, Third Lien Obligations or other Airport Obligations are issued and 
secured, and (b) 110 percent the Aggregate First. Second and Third Lien Debt Service for the Bond Year 
commencing during lhat Fiscal Year, reduced by any proceeds of Airport Obligations held by the Trustee 
for disbursemer\l during that Bond Year lo pay principal of and interest on First Lien Bonds, Second Lien 
obligations or Third Lien obligations. This requirement was met at December 31, 2010. 

The master indenture securing the Passenger Facility Charge (PFC) Revenue Bonds requires PFC 
revenues, as defined, to be deposited into tie PFC Revenue Fund. The PFC Revenue Fund is required 
lo transfer amounts no later than the twentieth day of each month to various funds, as defined, as 
appropriate to meet debt service and debt service reserve requirements. 

Na-CommKment Debt and Public Interest Loans include various special assessmenL private activity 
txKids and loans. These types of financings are used to provide private entities with low-cost capital financing 

•for construction and rehabilitation of facilities deemed lo be in the public interest. Bonds payable on no-
commitment debt are not included in the accompanying financial statements because the Cily has no 
obligation to provkle for their repayment, which is the responsibility of the borrowing entities. In addition, 
federal programs/grants, including Community Development Block Grants and Community Service Block 
Grants, provide original funding for public interest toans. Loans receivable are not included as assets 
because payments received on loans are used to fund new loans or other program activities in the current 
year and are not available for general City operating purposes. Loans provided lo third parties are recorded 
as current and prior year programs/grants expenditures. Funding for future loans will be from a combination 
of the repayment of existing loans and additional funds committed from future programs/grants expenditures. 
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g) Defeased Bonds have been removed from the Statement of Net Assets because related assets have been 
placed in irrevocable trusts that, together with interest earned thereon, will provide amounts sufficient for 
payment of all principal and interest Defeased bonds at December 31, 2010. not including principal 
payments due January 1,2011, are as follows (dollars in thousands): 

Amount 
Defeased Outstanding 

Emergency Telephone System - Series 1993 $ 213.730 $ 140.595 
General Obligation Refunding Bonds - Series 1993B 17,535 17,535 
General Obligalkin Refunding Bonds - Series 1995A-2 32,625 23,575 
General Obligalion Project and Refunding Bonds - Series 1993 338.710 18,830 
General Obligation Project and Refunding Bonds - Series 1999A 252,380 10.475 
General Obligation Bonds - Series 2001A 349,845 137,085 
General Obligation Project and Refunding Bonds - Series 2002A 135,690 117,855 
General Obligalion Project and Refunding Bonds - Series 2003A 89,815 87,510 
General Obligation Project Bonds - Series 2003C 87,645 77,395 
General Obligation Project Bonds - Series 2004A 205,535 205.535 
General Obligation Project and Refunding Bonds - Series 2005B 3.460 3,280 
General Obligation Project and Refunding Bonds - Series 2005E 22.186 17,532 
General Obligation Project and Refunding Bonds - Series 2006A 19.230 15,680 
General Obligation Direct Access Bonds - Series 2006 4,755 4,755 
General Obligation Project and Refunding Bonds - Series 2007A 10,300 10,300 
Neighbortioods Alive 21 Program - Series 2001A 213.825 60.170 
Neighborhoods Alive 21 Program - Series 2002A 36,820 15.870 
Neighborhoods Alive 21 Program - Series 2003 90.600 86,045 
Lake Millenium Project Parking Facilities Bonds - Series 1998 149,880 43,880 
Lake Millenium Project Parking Facilities Bonds - Series 1999 44,495 44,395 
Near South Redevelopment Project Tax Increment - Series 1994A 23,000 9,975 
Water Revenue Senior Uen Bonds - Series 2001 242,630 229,155 
Special Transportation Revenue Bonds - Series 2001 118,715 103,485 

Total $ 2,703,406 $ 1,480,912 
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11) Pension Trust Funds 

a) Retirement Benefit - Eligible City employees participate in one of four single-employer defined benefit 
pension plans (Plans). These Plans are: the Municipal Employees'; the Laborers' and Retirement Board 
Employees'; the Policemen's; and the Firemen's Annuity and Benefit Funds of Chicago. Plans are 
administered by individual retirement boards represented by elected and appointed officials. Certain 
employees of the Chicago Board of Education participate in the Municipal Employees' or the Laborers' and 
Retirement Board Employees' Annuity and Benefit Funds for whch the City levies taxes to make the required 
employer contributions. Each Plan issues a publicly available financial report that includes financial 
statements and required supplementary information. 

The financial statements of the Plans are prepared using the accrual basis of accounting. Employer and 
emptoyee contributions are recognized in the period in which employee services are perfomied. Benefits and 
refunds are recognized when pa^ble. 

Plan investments are reported at fair value. Short-term investments are reported al cost, which approximates 
fair value. Securities traded on national or intemational exchanges are valued at the last reported sales price 
at current exchange rales. Fixed income securities are valued principally using quoted market prices 
provided by independent pricing services. For collective investments, the net asset value is determined and 
certified by the investment managers as of the reporting date. Real estate investments are generally valued 
by appraisals or other approved methods. Investments lhat do not have an established market are reported 
al estimated fair value. 

The Plans have a securities lending program. At year-end, the Plans have no credit risk exposure to 
borrowers because the amounts the Plans owe the borrowers exceed the amounts the borrowers owe the 
Plans. The contract with the Plans' master custodian requires it to indemnify the Plans if the borrowers fail lo 
return the securities (and if the collateral is inadequate to replace the securities lent) or fail lo pay the fund for 
income distributions by the securities' issuers while the securities are on loan. All securities loans can be 
terminated on demand by either the Plans or the borrower, although the average term of the loans has not 
exceeded 90 days. The Plans' custodian lends securities for collateral in the form of cash, irrevocable 
letters of credit and/or U.S. govemment obligations equal to al least 102 percent of the fair value of securities 
or intemational securities for collateral of 105 percent. Cash collateral is invested in the lending agents' short-
term investment pool, which at year-end has a weighted average maturity that did not exceed 101 days. The 
Plans cannot pledge to sell collateral securities received unless the borrower defaults. Loans outstanding as 
of December 31, 2010 are as follows: market value of securities loaned $1.208.4 million, maritet value of cash 
collateral from borrowers $1,238.3 million and maritel value of non-cash collateral from borrowers $5.4 
million. 

The Plans provide retirement, disability, and death benefits as established by State law. Benefits generally 
vest after 20 years of credited service. Employees who retire al or after age 55 (50 for policemen and 
firemen) with 20 years of credited service qualify lo receive a money purchase annuity and those with more 
than 20 years of credited service qualify to receive a minimum formula annuity. The annuity is computed by 
multiplying the final average salary by a percentage ranging from 2.0 percent to 2.4 percent per year of 
credited service. The final average salary is the employee's highest average annual salary for any four 
consecutive years within the last 10 years of credited service. 

State law requires City contributions at statutorily, not actuarially determined rates. The City's contribution Is 
equal to the total amouni of contributions by employees to the Plan made in the calendar year two years prior, 
multiplied by 1.25 for the Municipal Employees', 1.00 for the Laborers', 2.00 for the Policemen's, and 2.26 for 
the Firemen's. State law also requires covered employees to contribute a percentage of their salaries. 
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The City's annual pension cost for the current year and related information for each Plan is as follows (dollars in 
thousands): 

Municipal 
Employees' Laborers' Policemen's Firemen's Total 

Contribution rates: 
Cily (a) 8.5% 8.5% 9.0% 9.125% 
Plan members 8.5 8-5 9 0 9 125 

Annual required contribution $ 483,948 $ 46.665 $ 363,625 $ 218,388 $1,112,626 
interest on net pension obligalion 54.379 (16,509) 124,994 96.897 259.761 
Adjustment to annual required 

contribution (55.907) 16.973 (85.391] (99,619) (223.944) 

Annual pension cost 482,420 47,129 403,228 215,666 1.148,443 
Contributions made 154.752 1 5.352 174,501 80.947 425,552 

Increase in net pension obligation 327,668 31,777 228,727 134.719 722,891 
Net pension obligation (excess), 

beginning of year 679.738 (206.362) 1,562,419 1.211.208 3,247,003 
Net pension obligation (excess). 

end of year $1,007.406 $ (174.585) $ 1.791.146 $ 1,345.927 $ 3.969.894 

Municipal 
Employass ' 

Actuarial valuation date 12/31/2010 

Actuarial cost method Entry age nomnal 
Amortization method Level dollar, open 
Remaining amortization period 30 years 
Asset valuation method 5-yr. Smoothed 

Market 
Actuarial assumptions: 

Investment rate of return (a) 8.0% 
Projected salary increases (b): 

Inflation 3.0 
Seniority/Merit (c) 

Postretirement benefit increases (g) 

Laborers' 

12/31/2010 

Entry age normal 
Level dollar, open 

30 years 
5-yr. Smootfied 

Market 

8.0% 

3.0 
(d) 
(g) 

Policemen's 

12/31/2010 

Entry age normal 
Level percent, open 

30 years 
5-yr. Smoothed 

Market 

8.0% 

3.0 
(e) 
(h) 

Firemen's 

12/31/2010 

Entry age normal 
Level dollar, open 

30 years 
5-yr. Smoothed 

Market 

8.0% 

3.0 
(f) 
(h) 

(a) 
(b) 
fc) 
(d) 
(e) 
(0 
(g) 

(h) 

Percentage represents amouni applied to the employees account and not the total contributed. 
Compounded Annually 
Service-based increases equivalent lo a level annual rate increase of 2.4 percent over a full career. 
Service-t)ased increases equivalent lo a level annual rate increase of 1.9 percent over a full career. 
Service-based increases equivalent lo a level annual rate increase of 2.8 percent over a full career. 
Service-based increases equivalent lo a level annual rale increase of 2.7 percent over a full career. 
3.0 p>ercent per year beginning at the eariler of: 
1) the later of the first of January of the year after retirement and age 60; 
2) the later of the first of January of the year after the second anniversary of retirement and age 53. 
Uses 3.0 percent per year lor annuitants age 55 or over, born before 1955 with al least 20 years of service 
and 1.5 percent per year (or 20 years for annuitants age 60 or over, born in 1955 or later. 
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The following tables of information assist users in assessing each fund's progress in accumulating sufficient assets to 
pay benefits when due. The three-year hislorical informat«n for earfi Plan is as follows (dollars in thousands): 

Year 
Munidpal Employees': 

2008 $ 
2009 
2010 

Laborers': 
2008 
2009 
2010 

Policemen's: 
2008 
2009 
2010.. 

Firemen's: 
2008 
2009 
2010 

Annual 
Pension 

Cost 

% of Annual 
Pension Coat 
Contributed 

Net Pension 
(Excess) 

Obligation 

359,933 40.79% $ 415,207 
412,576 35.88 679,738 
4S2,420 32.08 1,007.406 

18,166 83.85 (225,759) 
34,024 42.99 (206,362) 
47,129 32.57 (174.585) 

348,273 49.63 1,360,492 
373,972 46.00 1,562,419 
403,228 43.28 1,791,146 

187,710 43.29 1,099,024 
201.397 44.30 1,211,208 
215.666 37.53 1,345,927 

SCHEDULE OF FUNDING PROGRESS 
(dollars in thousands) 

Year 

Actuarial 
Valuation 

Date 

Actuarial 
Value of 
Assets 

(a) 

Actuarial 
Accrued 
Liability 

(AAL) 
Entry Age 

(b) 

Unfunded 
(Suiplus) 

AAL 
(b-a) 

Funded 
Ratio 
(a/b) 

Covered 
Payroll 

(c) 

Unfunded 
(Surplus) 
AAL as a 

Percentage 
of Covered 

Payroll 
((b-a)/c) 

Municipal Employees': 
2008 12/31/08 $6,669,502 $10,383,158 $3,713,656 64% $1,543,977 241% 
2009 - 12/31/09 6,295.788 10,830,119 4,534,331 58 1,551,973 292 
2010 12/31/10 6,003,390 11,828,666 5,825,276 51 1,541,388 378 

Laborers": 
2008 - 12/31/08 1.698,427 1,915,324 216,897 89 216,744 100 

12/31/09 1,601.352 1,975,749 374,397 81 208,626 179 
2010 12/31/10 1,529,404 2.030,025 500.621 75 199.863 250 

Policemen's: 
12/31/08 4,093.720 8,482,574 4,388,854 48 1.023.581 429 
12/31/09 3,884,978 8,736,102 4,851.124 44 1,011,205 480 

2010 12/31/10 3,718,955 9.210,056 5,491,101 40 1,048.064 524 
Firemen's: 

2008 12/31/08 1,335,695 3,311,269 1.975.574 40 396,182 499 
2009 12/31/09 1,269,231 3,428,838 2,159,607 37 400,912 539 

12/31/10 1,198,114 3,655,026 2,456.912 33 400.404 614 
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b) Other Postemployment Benefits (OPEB) • Under Slate law, certain health benefits are available to 
employees who retire from the City based upon their participation in the City's pension plans. The Pension 
Plans and the City agreed to share in the cost of the Settlement Health Care Plan (see Note 12). This single 
employee defined benefit plan is administered by the City. Substantially all employees who qualify as 
Municipal or Laborers' pension plan participants older than age 55 with al least 20 years of service and Police 
and Fire pension plan participants older than age 50 with at least 10 years of service may become eligible for 
postemplo^ent benefits if they eventually become an annuitant. Health benefits include basic benefits for 
annuitants arxJ supplemental benefits lor Medicare eligible annuitants. The amounts below represent the 
accrued liability of the City's pension plans related to their own employees and a subsidy paid to the City (see 
Note 12). The plan is financed on a pay as you go basis (dollars in thousands). 

Annual OPEB Cost and Contributions Made 
For Fiscal Year Ending December 31, 2010 

Contribution Rates City; 

Municipal 
Employees' Laborers' Policemen's Firemen's 

A portion of the City's contribution frcxn the tax levy is used to 
finance the health insurance supplemeni benefit payments. 

Total 

Annual Required Contribution 
Interest on Net OPEB Obligation 
Adjustment to Annual • 
Required Caitribution 

$ 22,955 
1,900 

(2,480) 

$ 3,609 $ 
164 

(214) 

10.659 $ 
371 

(294) 

4,426 
243 

(317) 

$ 41.651 
2.678 

(3.305) 

Annual OPEB Cost 
Contnbutions Made 

22,375 
9,550 

3,559 
2.587 

10.736 
9,354 

4,354 
2,644 

41,024 
24,135 

Increase In 
Net OPEB Obligation 12,825 972 1.382 1,710 16.889 

Net OPEB Obligation, 
Beginning of Year 42,220 3,647 8,237 5,397 59,501 

Net OPEB Obligation, 
End of Year $ 55,045 $ 4.619 $ 9.619 $ 7,107 $ 76,390 

Actuarial Method and Assumptions - Projections of benefits for financial reporting purposes are based on the 
substantive plan (the plan understood by the employer and plan members) and included the types of benefits 
provided al the time of each valuation and the historical pattem of sharing of benefit costs beiween the employer and 
plan members to that point. The actuarial method and assumptions used include techniques that are designed to 
reduce the effects of short term volatility in actuarial accrued liabilities arKi the actuarial value of assets, consistent 
with the long term perspective of the calculations. 
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Municipal 
Employees' l-aborers' Policemen's Firemen's 

Actuarial Valuation Date 12/31/2010 12/31/2010 12/31/2010 12/31/2010 

Actuarial Cost Method Entry Age 
Nornial 

Entry Age 
Nomnal 

Entry Age 
Nornial 

Entry Age 
Nornial 

Amortization Method 

Remaining 
Amortization Method 

Level Dollar, 
Open 

30 years 

Level Dcrtlar. 
Open 

30 years 

Level Pen^enL 
Open 

30 years 

Level Dollar, 
Open 

30 years 

Asset Valuation Method No Assets 
(Pay-as-you-go) 

No Assets 
(Pay-as-you-go) 

No Assets 
(Pay-as-you-go) 

No Assets 
(Pay-as-you-go) 

Actuarial assumptions: 
OPEB Investment 
Rate of Return (a) 4.5% 4.5% 4.5% 4.5% 

Projected Salary Increases (a) 
Inflation 

3.0% 3.0% 3.0% 3.0% 

Seniority / Merit (b ) ( c ) ( d ) ( e ) 

Healthcare Cost Trend Rale (f) 0.0% 0.0% 0.0% 0.0% 

( a ) Compounded Annually 
( b ) Service-based increases equivalent to a level annual rate of increase of 2.4 percent over a full career 
( c ) Service-based increases equivalent to a level annual rate of increase of 1.9 percent over a full career 
(d ) Service-based increases equivalent to a level annual rate ot increase of 2.8 percent over a full career 
(e ) Service-based increases equivalent to a level annual rate of increase of 2.7 percent over a full career 
( f ) Trend not applicable - fixed dollar subsidy 

OPEB COST SUMMARY 
(dollars in thousands) 

Annual 
OPEB 

% ot Annual 
OPEB 

Net 
OPEB 

Year Cost Obligation Obligation 

Municipal Employees' 2008 $ 23.580 38.29% $ 29,307 
2009 22.561 42.77 42.220 
2010 22,375 42.68 55,045 

Laborers' 2008 3,546 66.20 2,563 
2009 3,646 70.29 3,647 
2010 3,559 72.68 4,619 

Policemen's 2008 11.378 77.78 5.640 
2009 11,863 78.11 8,237 
2010 10,736 87.13 9.619 

Firemen's 2008 4.281 58.09 3,723 
2009 4,319 61.24 5,397 
2010 4,354 60.74 7.107 
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Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the 
probability of occurrence of events far into the future. Examples include assumptions ^out future employment, 
mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the plan and the annual 
required contributions of the employer are subject to continual revisions as the results are compared with past 
expectations and new estimates are made about the future. The schedule of funding progress, presents, as required, 
supplementary infonnation following the notes lo the financial statements (dollars in thousands, unaudited). 

Unfunded 
(Surplus) 
AAL as a 

Percentage 
Funded Covered of Covered 
Ratio Payroll Payroll 
(afli) (c) ((b-a)/c) 

Actuarial 
Valuation 

Date 

Actuarial 
Value of 
Assets 

( a ) 

Actuarial 
Accrued 
Liability 
(AAL) 

Entry Age 
(b ) 

Unfunded 
(Surplus) 

UAAL 
(b-a) 

Municipal 
Employees' 12/31/2010 $ $ 223.564 $ 223,564 

Laborers' 12/31/2010 - 41.361 41.361 

Podcemen's 12/31/2010 - 164.796 164.7S6 

Firemen's 12/31/2010 - 48.222 48,222 

1.541.388 

199.863 

1,048,084 

400,404 

14.50 

20.69 

15.72 

12.04 

12) Other Postemployment Benefits - City Obligation 

The annuitants who retired prior to July 1, 2005 received a 55 percent subsidy from the City and the annuitants who 
retired on or after July i , 2005 received a 50, 45. 40 and zero percent subsidy from the City based on the annuitant's 
length of actual employment with the City for the gross cost of retiree health care under a court approved settlement 
agreement. The pension funds contributed $65 for each Medicare eligible annuitant and $95 for each Non-Medicare 
eligible annuitant to their gross cost. The annuitants contributed a total of $64.1 million in 2010 to the gross cost of 
their retiree health care pursuant to premium amounts set forth in the above-referenced settlement agreement. 

The cost of health benefits is recognized as an expenditure in the accompanying financial statements as claims are 
reported and are funded on a pay-as-you-go basis. In 2010, the net expense to the Cily for providing these benelits 
to approximately 24,253 annuitants plus their dependents was approximately $107.4 million. 

The City's net expense and the annuitants' contribution indicated above are preliminary and subject to the 
reconciliation per the court approved selllemenl agreement. 

Plan Description Summary - The City of Chicago is parly to a written legal settlement agreement outlining the 
provisions of the retiree health program. The Settlement Health Care Plans (the Plans), through June 30, 2013- The 
agreement does not require or extend continuation of the Plans after June 30, 2013. Pursuant lo the Settlement, the 
Cily administers a single employer defined benefit healthcare plan (the Health Plan), for which the City pays a portion 
of the costs on a pay as you go method. Under the Settlement agreement, the City of Chicago sponsors health 
benefit plans for employees, former employees and retired former employees. The provisions of the program provide 
in general, tfiat the City pay a percentage of the cost (based upon an employee's service) for hospital and medical 
coverage lo eligible retired employees and their dependents for a specified period, until June 30,2013. 
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In addition, Illinois Compiled Statutes authorize the four respective Pension Funds (Police, Fire, Municipal, and 
Laborers) to provide a fixed monthly dollar subsidy to each annuitant who has elected coverage under the Health 
Plan through June 30. 2013. After that dale, no supplements are authorized. 

The liabilities for the monthly dollar supplements paid lo annuitants enrolled in the retiree medical plan by their 
respective Pension Funds are included in the liabilities and reports of the respective four Pension Funds (see Note 
11). 

Funding Policy - The City's retiree health plan is a single employer plan which operates on a pay as you go funding 
basis. No assets are accumulated or dedicated to funding the retiree health plan benefits. 

Annual OPEB Cost and Net OPEB Obligation - The City's annual other postemployment benefit (OPEB) cost 
(expense) is calculated based on the annual required contribution of the employer (ARC). The ARC (Annual 
Required Contribution) represents a level of funding, that if paid on an ongoing basis, is projected to cover the normal 
cost each year and to amortize any unfunded actuarial liabilities over a period o( three years (the remaining years of 
coverage under the Settlement agreement). 

The following table shows the components of the City's annual OPEB costs for the year for the Settlement Plan, the 
amouni actually contributed lo the plan and changes in the City's net OPEB obligation lo the Retiree Health Plan. 
The Net OPEB Obligation is the amount entered upon the City's Statement of Net Assets as of year end as the net 
liability for the other postemployment benefits - the retiree health plan. The amount of the annual cost for the retiree 
health plan which is to be recorded in the Staiement of Changes in Net Assets for 2010 is the Annual OPEB Cost 
(expense). 

Annual OPEB Cost and Contributions Made 
(dollars in thousands) 

Contribution Rates; 
City 
Plan Members 

Retiree 
Settlement 
Health Plan 

Pay As You Go 
N/A 

Annual Required Contribution 

Interest on Net OPEB Obligation 

Adjustment to Annual Required Contribution 

Annual OPEB Cost 
Contributions Made 

Increase in Net OPEB Obligation 

Net OPEB Obligation, Beginning of Year 

Net OPEB Obligation, End of Year 

$ 189.328 

9,871 

(116,325) 

82,874 
107,431 

(24,557) 

329,040 

$ 304,483 
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The City's annual O P E B cost, the percenlage of annual O P E B cost contributed to the plan, and the net O P E B 
obligation for fiscal year 2010 is as follows (dollars in thousands): 

Schedule of Contributions. 
OPEB Costs and Net Obligations 

Fiscal Annual Percentage of Net 

Year O P E B Annual O P E B O P E B 

Ended Cost Cost Contributed Obligation 

12/31/2010 $ 82.874 129.6% S 304,483 

12/31/2009 157.809 62.1 329,040 

12/31/2008 216.897 44.8 269,275 

Funded Status and Fund ing Progress - As of December 31, 2009, the most recent actuarial valuation date, the 
actuarial accrued liability for t»enefits was $533.4 million all of which was unfunded. The covered payroll (annual 
payroll of active employees covered by the plan) was approximately $2,547.0 million and the ratio of Ihe unfunded 
actuarial accrued liability to the covered payroll was 21 percent. 

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the 
probability of occurrence of events far into the future. Examples include assumptions about future employment, 
mortality, and Ihe healthcare cost trend. Amounts determined regarding the funded status of the plan and the annual 
required contributions of the employer are subject to conlinual revisions as the results are compared with past 
expectations and new estimates are made about the future. The schedule of funding progress, presents, as required, 
supplementary information following the notes to the financial statements (dollars in thousands, unaudited). 

Actuarial 
Valuation 

Date 

Actuarial 
Value of 
Assets 

Actuarial 
Accrued 

Liability (AAL) 

Unfunded 
/Actuarial 

Accrued Liabinty 
(UAAL) 

Funded 
Ratio 

Covered 
Payroll 

12/31/2009 $ $ 533,387 $ 533,387 0% $ 2.546.961 

Actuar ia l Method and Assumpt ions • Projections of benefits for financial reporting purposes are based on the 
substantive plan (the plan understood by the employer and plan members) and included Ihe types of benefits 
provided a l the lime of each valuation and the historical pattern of sharing of benefit costs behween the employer and 
plan members to that point. The actuarial method and assumptions used include techniques that are designed to 
reduce the effects of short term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent 
with the long tenn perspective of the calculations. 

For the Settlement Plan benefits (not provided by the Pension Funds) in the actuarial valuation for the fiscal year 
ended December 31, 2010, the projected unit aedi t actuarial cost method was used. The actuarial assumptions 
included an arwiual healthcare cost trend rate of 12 percent initially, reduced by decrements to an ultimate rate of 10.5 
percent. Both rates included a 3 percent inflation assumption. The plan has not accumulated assets and does not 
hold assets in a segregated trust. However, the funds expected to be used to pay benefits are assumed to be 
invested for durations which will yield an annual return rate of 3.0 percent. The Unfunded Accrued Actuarial Liability 
is being amortized as a level dollar amount over 3 years. 
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Summary of Assumptions and Methods 

Settlement 
Health Plan 

Actuarial Valuation Dale December 31, 2009 

Actuarial Cost Method Projected Unit Credit 

Amortization Method level Dollar. Closed 

Remaining Amortization Period 3 years 

Asset V^uatlon Method Market Value 

Actuarial Assumptions: 
Investment Rate of Return 3.00% 
Projected Salary Increases 2.50% 
Heatthcare I nflalion Rate 12% initial to 10.5% ultimate 

13) Risk Management 

The City is exposed to various risks of loss related lo torts; Ifieft of, damage to and destruction of assets; errors and 
omissions; certain benefits for and injuries lo employees and natural disasleis. The City provides worker's 
cornpensation benefits and employee health benefits under self-insurance programs except for insur^ce policies 
maintair«d for certain Enterprise Furxl activities. The City uses various risk management techniques to finance these 
rrsKs by retaining, transferring and controlling risks depending on the risk exposure. 

Risks for O'Hare, Midway, and certain other major properties, along with various special events, losses from certain 
criminal acts committed by employees and public official bonds are transferred lo commerdal insurers. Claims have 
not exceeded the purchased insurance coverage in Ihe past three years, accordingly, no liability is reported for these 
claims. All other risks are retained by the City and are self-insured. The City pays claim settlements and judgments 
from Ihe setf-insured programs. Uninsured claim expenditures and liabilities are reported when it is probable that a 
loss has occurred and the amount of that loss can be reasonably estimated. These losses include an eslimate of 
claims lhat have been incurred but not reported. The General Fund is primarily used to record all non-Enterprise 
Fund claims. The estimated portion of non-Enterprise Fund claims not yet settled has been recorded in Ihe 
Governmental Activities in the SlsUement of Net Assets as claims payable along with amounts related lo deferred 
compensatory lime and estimated liabilities for questioned costs. As of December 31, 2010, the total amount of non-
Enterprise Fund claims was $498.5 million. This liability is the City's best estimate based on available infomiation. 
Changes in the reported liability for all funds are as follows (dollars in thousands): 

2010 2009 

Balance, January 1 $ 513,333 $497,527 

Claims incurred on current and 
prior year events 632,765 605,506 

Claims paid on current and 
prror year events (590,813) (589.700) 

Balance. December 31 $ 555,285 $513,333 
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14) Commitments and Contingencies 

The City is a defendant in various pending and threatened individual and class action litigation relating principally lo 
claims arising from contracts, personal injury, property damage, police conduct, alleged discrimination, civil rights 
actions and other matters. City management believes thai the ultimate resolution of these matters will not have a 
material adverse effect on the financial position of the City. 

The Cily participates in a number of federal-and state-assisted grant programs. These grants are subject lo audits by 
or on behalf of the grantors to assure compliance with grant provisions. Based upon past experience and 
management's judgment, the City has made provisions in the General Fund for questioned costs and other amounts 
estimated to be disallowed. City management expects such provision to be adequate to cover actual amounts 
disallowed, if any. 

As of December 31, 2010, the Enterprise Funds have entered into contracts for approximately $414.1 million for 
construction projects. 

The City's pollution remediation obligation of $14.3 million is primarily related to BrownfiekJ redevelopment projects. 
These projects include removal of underground storage tanks, cleanup of contaminated soil, and removal of other 
environmental pollution identified al the individual sites. The estimated liability is calculated using the expected cash 
flow technique. The pollution remediation obligalion is an estimate and subject lo changes resulting from price 
increases or reductions, technology, or changes in applicable laws or regulations. 

15) Service Concession Agreements 

The major fund entitled Service Concession Agreements is used for the primary purpose of accounting for the 
deferred inflows associated with governmental fund long-term lease and concession transaclions. Deferred inflows 
are amortized over the life of the related lease and concession agreements. Proceeds from these transactions may 
be transferred from this fund in accordance with ordinances approved by city council lhat define the use of proceeds. 

In February 2009, the Cily completed a $1.15 billion concession agreement lo allow a private operator to manage and 
collect revenues from the City's metered parking system for 75 years. The City received an upfront payment of $1.15 
billion which was recognized as a deferred inflow that will be amortized and recognized as revenue over the terni of 
the agreement. In 2009, the Cily recognized $15.3 million of revenue and will continue to recognize S15.3 million for 
each subsequent year through 2083. 

In December 2006, the Cily completed a long-term concession and lease of the City's downtown underground public 
parking system. The concession granted a private company the right to operate the garages and collect parking and 
related revenues for the 99-year term of the operating lease. The City received an upfront payment of $563.0 million 
of which $347.8 million was simultaneously used to purchase three of the underground garages from the Chicago 
Park District. The City recognized a deferred inflow that will be amortized and recognized as revenue over the term of 
the lease. In 2007, the City recognized $5.7 million of revenue and will continue to recognize $5,7 million for each 
subsequent year through 2105. 

In January 2005, the City completed a long-term concession and lease of the Skyway. The concession granted a 
private company the right to operate the Skyway and to collect toll revenue from the Skyway for the 99-year term of 
the operating lease. The City received an upfront payment of $1.83 billion; a portion of the payment ($446.3 million) 
advance refunded all of the outstanding Skyway bonds. The City recognized a deferred inflow of $1.83 billion that will 
be amortized and recognized as revenue over the 99-year term of the operating lease. In 2005, the City recognized 
$18.5 million of revenue related to this tr^saction and will recognize $18.5 million for each subsequent year through 
2103. Skyway land, bridges, other facilities and equipment continue to be reported on the Statement of Net Assets 
and will be depreciated, as applicable, over their useful lives. The deferred inflow of the Skyway is reported in the 
Proprietary Funds Statement of Net Assets. 
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16) Subsequent Events 

In January 2011, the City sold General Obligation Taxable Project Bonds Series 2010C-1 ($299.3 million). The bonds 
were issued al an interest rale of 7.781 percent and mature January 1, 2035. Proceeds will be used to pay for a 
portion of the costs of various capital projects of the City. 

In January 2011, Filch Ratings downgraded the Chicago O'Hare Intemational Airport's Passenger Facility Revenue 
Bonds from "A" to "A-" and the General Airport Third Lien Revenue Bonds from ''A+'' to "A-." In April 2011, Rich 
Ratings upgraded the Chicago O'Hare Intemational Wrport's Passenger Facility Revenue Bonds from "A-" to "A " 

The City reached a new collective bargaining agreement with Chicago Fire Fighters Union Local No. 2, effective 
March 9, 2011, with a staled term of July 1, 2007 through June 30, 2012. This agreement covers approximately 
4,900 firefighters and paramedics In the Chicago Fire Department The City paid $86.3 million in retroactive wages in 
April 2011. 

In April 2011, $86.3 million of General Obligation Commercial Paper Notes, Series 2002B were issued. Proceeds will 
be used for operations as identified in the 2011 Annual Appropriation Ordinance. 

In April 2011, the City sold Chicago O'Hare International Airport General Airport Third Lien Revenue (Non-AMT) 
Bonds Series 2011 A, General Airpori Third Lien Revenue (Non-AIVfT) Bonds Series 2011B and General Airport Third 
Lien Revenue (Non-AMT) Bonds Series 2011C ($1.0 billion). The bonds were issued at interest rales ranging from 
3.0 percent to 6.5 percent and maturity dales from January 1, 2014 to January 1, 2041. Proceeds will be used to pay 
a portion of the costs of certain projects al Chicago O'Hare International Airport including the O'Hare Modernization 
Program. 

In April 2011, the City sold Chicago O'Hare International Airport Passenger Facility Charge Revenue Refunding (Non-
AMT) Bonds Series 2011A and Passenger Facility Charge Revenue Refunding (AMT) Series 20118 Bonds ($46.0 
million). The bonds were Issued at interest rates ranging from 5.0 percent to 6.0 percent and maturity dates from 
January 1, 2017 lo January 1, 2033. Proceeds will be used to pay a portion of the coste of certain projects at Chicago 
O'Hare Intemational Airport including the O'Hare Modernization Program and to refund certain outstanding 
Passenger Facility Charge Revenue bonds. 

In April 2011, the City novated its $60,9 million notional amount swap associated with the Midway Airport Series 
2004C&D variable rate bonds with J.P. Morgan to WeWs Fargo Bank, N.A The fixed rale the City pays increased 
from 4.174 percent to 4.247 percent, and the City will sign a one-way Credit Support Agreement (CSA) that no longer 
requires the City to post collateral if the mark-to-market exceeds the threshold, as previously defined in the J.P. 
Morgan agreement. A Goldman Sachs swap covers the remaining balance of the bonds, with a current notional 
amount of $91.3 m illion, which does not have a two-way CSA and remains unchanged. 

In May 2011, the Cily entered into a two-way Credit Support Agreement (CSA) with J.P. Morgan in connection with 
ttie $397.7 million original notional amount swaption associated with the Midway Airport Series 1998 A.B&C fixed rate 
bonds. The CSA was required because a termination event was triggered due to the insurer's ratings downgrade. 
Based on the current second lien ratings at Midway Airport (A3/A-/A- by Moody's, S&P and Frtch respecth/ely), if the 
mark-to-markel on the swap is against the City by more than $25 million, the Clty/Alrport must post collateral for the 
difference. To mitigate the risk of posting collateral, the City obtained a $25 million Letter of Credit (LOC) as 
collateral. The LOC is not expected to be drawn upon as long as there is no event of default by the bank or the City. 
Based on the current second lien ratings at Midway Airport, If the mark-to-market on the swaption is against the City 
by more than the combined $25 million threshold provided In the CSA and the $25 million LOC, for a total of $50 
million, the City must post collateral for the difference. 

In June 2011, $221.5 million of the General Obligation Bonds Series 2005D bonds became bank bonds due to the 
deterioration of the liquidity support provider's credit quality. The remarketing agent continues to use best efforts to 
remarket the bonds out of bank mode. There is no principal due on the bank bonds within the next fiscal year. 
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REQUIRED SUPPLEMENTARY INFORMATION 
CITY OF CHICAGO, ILLINOIS 
SCHEDULE OF OTHER POSTEMPLOYMENT BENEFITS FUNDING PROGRESS 
Last Three Years (dollars are in thousands) 

Actuarial 
Valuation 

Date 

Actuarial 
Value 

of Assets 
(a ) 

Municipal 
Emptoyees' 
2008 12/31/2008 $ 
2009 12/31/2009 
2010 12/31/2010 

Laborers' 
2008 12/31/2008 
2009 12/31/2009 
2010 12/31/2010 

Policemen's 
2008 12/31/2008 
2009 12/31/2009 
2010 12/31/2010 

Firemen's 
2008 12/31/2008 
2009 12/31/2009 
2010 12/31/2010 

City of Chicago 
2007 12/31/2007 
2008 12/31/2008 
2009 12/31/2009 

Actuarial 
Accrued 

•ability (AAL) 
Entry Age 

(b) 

222.691 
224.173 
223,564 

42,064 
41,738 
41,361 

169,972 
164,800 
164.796 

47,309 
47,933 
48,222 

1.062,864 
787.395 
533.387 

Unfunded 
Actuarial 
Accrued 
Liability 
(UAAL) 
(b-a) 

222,691 
224.173 
223,564 

42,064 
41,738 
41,361 

169,972 
164.800 
164,796 

47,309 
47,933 
48,222 

1.062,864 
787,395 
533.387 

Funded 
Ratio 

Covered 
Payroll 

1,543.977 
1.551,973 
1,541,388 

% 

216.744 
208,626 
199.863 

1.023,581 
1.011.205 
1,048,084 

396,182 
400,912 
400,404 

2,562,007 
2.475,107 
2,546,961 

Unfunded 
(Surplus] 
AAL as a 

Percentage 
of Covered 

Payroll 
( (b -a) /c ) 

14.42 
14.44 
14.50 

19.41 
20.01 
20.69 

16.61 
16.30 
15.72 

11.94 
11.96 
12.04 

41.49 
31.81 
20.94 
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ECONOMIC, DEMOGRAPHIC AND SUPPLEMENTAL INFORMATION 

Set fortit below is certain economic, demogi-aphic and supplemental information regarding the 
City Sources of information are indicated immediately following each table or section. With respect to 
non-City sources, the City considers these sources to be reliable but has made no independent 
verification of the information provided and does not warrant its accuracy. 

Economic Highlights 

• I lomc lo iiioic than 4CI0 coi|)oraio licadquaricr,s. luinicious Foriunc 500 companies, \^'cll o\'cr 
1,500 foreign-based coinpanics and more than $40 billion m foreign direct investment* 

• Chicago O'Hare International Airport is the world's third busiest airport with 54 intemational 
and 148 domestic destinations 

• Only U.S. city where the six largest freight railroad companies interehange traffic 

• Manufacturing base employs over 400,000 workers* 

• Health care and life science businesses employ over 500,000 residents* 
• Home 10 17% of the world's trading activity for futures, options and derivatives 
• U6 on Global Cities hidex based on business activity, human capital, infonnation exchange, 

cultural experience and political engagement* 
• Home to more than 60 public and private post-secondary educational institutions with a 

combined enrollment of more than 260,000 students* 

• Over 30,000 hotel rooms 
• Home to over 35 museums and 200 theater companies* 

• Informalion relates to Chicago-Naperville, Illinois Metropolitan Statistical Area. 

Source: Chicago Business Ovei-view, World Business Ciiicago. 

Population 

The population of the City for the census years from 1980 to 2010 is set forth below. 

Year Population 

1980 3,005,072 
1990 2,783,726 
2000 2,896,016 
2010 2,695,598 

Source: U.S Census Bureau. 
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Per Capita Income 

The per capita personal income of the Chicago-Naperville, Illinois metropolitan statistical area is 
set forth below for the years 2005 through 2009. 

Per Capita 
Year Income 

2005 $38,439 
2006 41,887 
2007 43,714 
2008 45,328 
2009 43,727 
2010 N/A 

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Per Capita 
Personal Income for Cliicago-Naperville, Illinois Metropolitan Statistical Area 
N/A means not available at time of publication. 

Unemployment 

The unemployment rate of the Chicago-Naperville, Illinois metropolitan statistical area for the 
years 2006 through 2010 is set forth below. 

Unemployment 
Year Rate 

2006 5.2% 
2007 5 7 
2008 6.4 
2009 ^ 10,0 
2010 ' 10.1 

Source; U S. Department of Commerce, Unemployment rate of Cliicago-Naperville, 
Illinois Metropolitan Statisiical Area. 

Full-Time City Employees 

The number of full-time employees of the City for the years 2006 through 2010 is included in the 
following table. 

Budgeted FuU-
Time Equivalent 

Year Positions 

2006 40,297 
2007 40,207 
2008 39,921 
2009 37,419 
2010 36,889 

Source: City of Chicago 2011 Program and Budget Summary, 2010 figures. Includes full-
time equivalent positions m grant-related programs. 
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Principal Employers (Non-Government) 

The companies employing the greatest number of workers in the City as of the end of 2010 are set 
forth below. 

Kmploycr 

J. P. Morgan Chase 
United Airlines 
Northern Trust 
Jewel Food Stores, Inc 
Bank of America 
Walgrcen's Co 
Accenture LLP 
CVS Corporation 
A B M Janitorial Midwest, INC. 
American Airlines 

Percentage 
of 

Number of Total City 
Employees Employment 

8,094 0.81% 
5,585 0.58 
5,434 0.56 
5,307 0.52 
4,668 0.44 
4,552 0.33 
4,224 0.32 
4,067 0.30 
3,840 0.30 
3.153 0.27 

Source: City of Chicago, Department of Revenue, Employer's Expense Tax Returns 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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2012 Budget Proposal 

The following structural and special actions are included in Mayor Rahm Emanuel's proposed 
City budget for 2012 as measures intending to address the projected City budget deficit of $635.7 million 
for 2012. Any such actions remain subject to approval of the City Council and no assurances can be 
given or made that any or all such actions wil l be approved or, i f approved, will generate the impact on 
the projected City budget gap for 2012 as set forth in the table below. 

2012 Impact 
Proposed Budgetary' Action ($ millions) 

Cutting Spending and Reforming Govemment 417.4 

2011-12 reforms and department spending reductions 

517 layoffs and 2,159 vacancy reductions 

Collecting debt and protecting taxpayer resources 

City employee wellness initiative 

TIF reform 

Reforming fee waivers and refuse rebates 

Reimbursement for City Costs 32.5 

CPS reimbursement for pension costs paid by the City 

Revenue Enhancements to Invest in Infrastructure and Neighborhoods 78.8 

Congestion premium for CTA improvements 

Heavy vehicle sticker increase in street repair 

Hotel tax increase 

Fines for criminal activity and neighborhood safety violations 

Valet and loading zone fee adjustments 

Financing and Innovations 88.0 

Refinancing existing debt and bond reimbursements 

Municipal marketing and sponsorship 

Modest Growth in 2011-12 Revenue 39.0 

Subtotal 655.7 

Deposit into Reserve Fund PO.Q) 

-r , I 635.7 Total — — — 

Source: City of Chicago Budget 2012 Overview which is available at www.chicagobudget.or̂ . 
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RETIREMENT FUNDS 
General 

The City provides funding for four retirement funds, which provide benefits upon retirement, 
death or disability to employees and beneficiaries. Such retirement fiinds are, in order from largest to 
smallest membership; (i) the Municipal Employees' Annuity and Benefit Fund of Chicago ("MEABF"); 
(ii) the Policemen's Annuity and Benefit Fund of Chicago ("PABF"); (iii) the Firemen's Annuity and 
Benefit Fund of Chicago ("FABF"); and (iv) the Laborers' and Retirement Board Employees' Annuity 
and Benefit Fund of Chicago ("LABF" and, together with MEABF, PABF and FABF, the "Retirement 
Funds"). 

The unfiinded liability to the Retirement Funds poses significant financial challenges. The 
unfunded liability has consistently increased in recent years, and actuaries for MEABF and LABF 
indicate that the unfunded liability of those Retirement Funds will continue to increase for the foreseeable 
future. See "Funded Status of the Retirement Funds" and "Projection of Funded Status" herein. 
Furthermore, although the actuaries for PABF and FABF project that the unfiinded liabilities of those 
Retirement Funds will decrease in the future, such a decrease will result from significantly increased 
contributions to those Retirement Funds as a result of the enactment of P.A. 96-1495, which is described 
and defined herein. As described herein, the benefits provided to members of the Retirement Funds and 
the City's contributions to the Retirement Funds are govemed by the provisions of ihe Pension Code (as 
defined below). See Determination of City's Contributions" herein. 

The Retirement Funds are established, administered and financed under the Illinois Pension Code 
(the "Pension Code"), as separate bodies politic and corporate and for the benefit of the employees of the 
City and their beneficiaries. The requirements of the Pension Code may be amended by legislation 
enacted by the State. This Appendix of the Official Statement describes, in part, the current provisions of 
the Pension Code applicable to the City's fimding of the Retirement Funds; no assurance can be made lhat 
the Pension Code will not be amended in the fliture. 

For purposes of this Appendix, references to "employee" or "member" are references to the 
employees of the City, the employees of Ihc Retirement Funds participating in the Retirement Funds, and 
with regard to MEABF, certain employees and annuitants of the Chicago Public Schools who are 
members of MEABF as described below. 

The Retirement Funds' sources of funding come from the City's contributions, the employees' 
contributions and investment income on the Retirement Funds' assets. The City's contributions and the 
employees' contributions are based upon what is established under the Pension Code and are not based on 
the actuarially recommended levels. Certain aspects of the Refircment Funds, including the defined 
benefits and the City's contribufion and employees' contribution levels, are established in the Pension 
Code and may be amended or terminated only by an amendment to the Pension Code. There is no 
mechanism in the Pension Code by which the funding can self-adjust, because contributions are not 
affected by a change in benefits, assets or investments, but only by a change in current payroll, as 
described in "— Determination of City's Contributions" below. The manner in which the City 
contributes to FABF and PABF will change significantly starting with the levy made by the City in 2015 
(and collectible in 2016) due to a recent legislafive change to the Pension Code, as described in "— 
Determination of City's Contributions" and "— Recent Legislative Changes — P.A. 96-1495" below. 

Source Information 

The information contained in this Appendix of the Official Statement relies on informafion 
produced by the Retirement Funds, their independent accountants and their independent achiaries (the 
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"Source Informafion"). Neither the City nor the City's independent auditors have independently verified 
the Source Information and make no representations nor express any opinion as to the accuracy of the 
Source Information. 

Furthermore, where the tables in this Appendix of the Official Statement present aggregate 
informafion regarding the Retirement Funds, such combined informafion results solely from the 
arithmetic calculafion of numbers presented in the Source Information and may not conform to the 

' requirements for the presentation of such informafion by the Govemmenlal Accounting Standards Board 
("GASB") or the Pension Code. 

The comprehensive annual financial reports of the Retirement Funds for the fiscal years ending 
December 31, 2001 through December 31, 2010 (each, a "CAFR" and together, the "CAFRs"), and the 
actuarial valuations of the Retirement Funds as of December 31 of the years 2001 through 2010 (each, an 
"Actuarial Valuafion" and together, the "Actuarial Valuations"), may be obtained by contacfing the 
Retirement Funds. Certain of these reports are also available on the Retirement Funds' websites 
(www.meabf.org; vww.chipabf org; www.labfchicago.org; and www.fabf org); provided, however, that 
the content of these reports and of the Retirement Funds' websites are not incorporated herein by such 
reference. 

Background Information Regarding the Retirement Funds 

General 

Each of the Retirement Funds is a single-employer, deflned-benefit public employee retirement 
system. "Single-employer" refers to the fact that there is a single plan sponsor, in this case, the City. 
"Defined-benefit" refers to the fact that the Retirement Funds pay a periodic benefit to refired employees 
and survivors in a fixed amount determined at the time of retirement. The amount of the periodic benefit 
is generally determined on the basis of service credits and salary. Eligible employees receive the defined 
benefit on a periodic basis for life, along with certain benefits to spouses and children that survive the 
death of the employee. 

To fnnd the benefits to be paid by a defined-benefit pension plan, both employees and employers 
make contributions lo the plan. Generally in a defined-benefit pension plan, employees contribute a fixed 
percentage of their annual salary and employers contribute the addifional amounts required (which 
amounts may be determined pursuant to statute, as in the case of the City), when combined with the 
investment earnings oh plan assets, to pay the benefits under the pension plan. See "Table 1 -
Membership," "— Determination of Employee Contributions" and "— Delerminafion of City's 
Contributions" below. 

Section 5 of Article XIII of the Illinois Constitution provides that "[mjembership in any pension 
retirement system of the State, any unit of local government or school district, or any agency or 
instmmentality thereof, shall be an enforceable contractual relationship, the benefits of which shall not be 
diminished or impaired." The benefits available under the Retirement Funds accrue throughout the time a 
member is employed by the City. Although the benefits accme during employment, certain age and 
service requirements must be achieved by an employee to generate a refircment or survivor's periodic 
defined benefit payment upon retirement or termination from the City. The Retirement Funds also 
provide certain disability benefits to eligible members. 
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The Retirement Funds 

Municipal Employees' Annuity and Benefit Fund of Chicago. MEABF is established by and 
administered under Article 8 of the Pension Code. MEABF is a single-employer, public employee 
defined-benefit pension plan. MEABF provides age and service retirement benefits, survivor benefits and 
disability benefits lo all eligible members. MEABF is administered under the direction of a five-member 
board of tmstees (the "MEABF Board") that is responsible for its oversight management and 
administration and lhat has fiduciary duties to act solely in the best interest of MEABF's members. 

oi'DccL-nibcr 3 i . 20 10. Mi^ABF iual a lolal incmbcisliip of 67.552. consisting of 30.726 active 
nicmbcit), i3,;i66 Inactive mcinbcis cnlitlcd to benefits but not yet rccci\'ing ihcm, and 22,960 rciirccs and 
beneficiaries currently receiving benefits. In addition to City employees, MEABF's membership includes 
non-instructional employees of the Chicago Public Schools ("CPS Employees"). With respect lo 
MEABF, the terms "employee" and "member" include the CPS Employees. The CPS Employees 
account for almost half of MEABF's membership. 

I^olicemen's Annuity and Benefit Fund of Chicago. PABF is established by and administered 
under Article 5 of (he Pension Code. PABF is a single-employer, public employee defined-benefit 
pension plan. PABF provides retirement and disability benefits lo the police officers of ihe Cily, their 
surviving spouses and their children. PABF is administered by an eight-member board of tmstees (the 
"PABF Board"). Members of the PABF Board are fiduciaries with respect to the PABF and are charged 
with administering the PABF under the Pension Code. 

As of December 31, 2010, PABF had a total membership of 25,737, consisfing of 12,737 active 
members, 620 inactive members entitled to benefits but not yet receiving them, and 12,380 retirees and 
beneficiaries currently receiving benefits. 

Firemen's Annuity and Benefit Fund of Chicago. FABF is established by and administered under 
Article 6 of the Pension Code. FABF is a single-employer, public employee defined-benefit pension 
plan. FABF provides retirement and disability benefits to fire service employees and their dependents. 
FABF is govemed by an eight-member board of tmstees (the "FABF Board") whose members are 
fiduciaries with respect to FABF and who are statutorily mandated to discharge their duties solely in the 
interest of FABF's participants and beneficiarics. 

As of December 31, 2010, FABF had a total membership of 9,518, consisting of 5,052 active 
members, 57 inactive members enfitled to benefits but not yet receiving them, and 4,409 retirees and 
beneficiaries currently receiving benefits. 

Laborers ' and Retirement Board Employees' Annuity and Benefit F'und of Chicago. LABF is 
established by and administered under Article 11 of the Pension Code. LABF is a single-employer, 
public employee defined-benefit pension plan that provides retirement and disability benefits for 
employees of the City who arc employed in a fitle recognized by the City as labor service and for the 
dependents of such employees. LABF is govemed by an eight-member board of tmstees (the "LABF 
Board" and, together with the MEABF Board, the PABF Board and the FABF Board, the "Refircment 
Fund Boards"). The members of this board of tmstees are fiduciaries with respect to LABF and are 
statutorily mandated to discharge their duties, as such, solely in the interest of LABF's participants and 
beneficiaries. 

As of December 31, 2010, LABF had a total membership of 8,398, consisting of 2,956 active 
members, 1,446 inacfive members entitled to benefits but not yet receiving them, and 3,996 refirees and 
beneficiaries currently receiving benefits. 
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As of December 31, 2010, the membership in each of the Retirement Funds was as follows: 

TABLE 1 - MEMBERSHIP 

Retirement 
Fund 

Active 
Members 

Inactive/ 
Entitled to 
Benelits 

Retirees and 
Beneficiaries Totals 

MEABF 
PABF 
FABF 
LABF 
Total 

30,726 
12,737 
5,052 
2.956 

51,471 

13,866 
620 
57 

1.446 
15,989 

22,960 
12,380 
4,409 
3.996 

43,745 

67,552 
25,737 
9,518 
8.398 

111,205 

Source: Actuarial Valuations of the Retirement Funds as of December 31, 2010, and CAFRs of the Reliremenl Funds for the fiscal year ending 
December31, 2010. 

Certain Duties 

Each Refircment Fund Board is a fiduciary of its respective Retirement Fund and is authorized to 
perform all functions necessary for operation of the Retirement Funds. The Pension Code authorizes each 
Retirement Fund Board to make certain autonomous decisions, including decisions regarding the 
investment of funds, the management of assets, the disbursement of benefits, and the hiring of staff, 
financial advisors and asset managers. 

Each Retirement Fund Board, similar to other public bodies, is authorized to promulgate mles and 
procedures regarding their administration of benefits and other matters in accordance with the Illinois 
Administrative Procedure Act, and their decisions in awarding, limiting, or denying benefits are subject to 
the Illinois Administrative Procedure Act. Certain aspects of the Retirement Funds, however, including 
the defined benefits and the employer and employee contribution levels, are established in the Pension 
Code and may be amended or terminated only by an amendment to the Pension Code. 

The Pension Code provides that the expenses incurred in connection with the administration of 
the Retirement Funds are not constmed lo be debt imposed upon the City. Such expenditures and 
expenses are the obligation of the Retirement Funds exclusively, as separate bodies politic and corporate. 

Investments 

Each Retirement Fund Board manages the investments of its respective Retirement Fund. State 
law regulates the types of investments in which the Retirement Funds' assets may be invested. 
Furthermore, the Retirement Fund Boards invest the Retirement Funds' assets in accordance with the 
pmdent person mle, which requires members of the Retirement Fund Boards, who are fiduciaries of the 
Retirement Funds, to discharge their duties with the care, pmdence and diligence that a pmdent person 
acting in a like capacity and familiar with such matters would use in a similar situation. 

In carrying out their investment duty, the Retirement Fund Boards may appoint and review 
investment managers as fiduciaries to manage the investment assets of the Retirement Funds. Sueh 
investment managers are granted discretionary authority to manage the Retirement Funds' assets. 
Additional informalion regarding the Retirement Funds' investments and investment management may be 
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found on ihe Retirement Funds' websites; provided, however, the content of such websites is not 
incorporated into this Official Statement by such reference. 

Table 2 provides information on the investment returns experienced by each of the Retirement 
Funds for the period 2001 through 2010. 

TABLE 2 - INVESTMENT RATES OF RETURN, 2001-201o''* 

M E \ n F F A B F L A B F P A B F 

2001 (2 3)% (6 1)% (0.6)% (4.4)% 

2002 (9.3)% (13.3)% (7.5)% (9.6)% 

2003 19.9% 28.3% 17.5% 21,0% 

2004 10.6% 12.8% 11.5% 10.8% 

2005 6.9% 9.5% 7 8% 7.3% 

2006 13.0% 14.0% i 1.2% 12.1% 

2007 7.6% 11.0% 8.0% 8.8% 

2008 (28.4)% (33.8)% (29 2)% (27.8)% 

2009 19.7% 27.8% 21.5% 21.5% 

2010 14.0% 17.7% 15.5% 12.7% 

5-Yr. Avg. Return 3 5% 3.6% 3.6%, 3.8% 

10-Yr Avg. Return 4.1% 4.4% 4.5% 4.1% 

Assumed Ratc'^' 8.0% 8.0% 8.0% 8 0% 

Source: For FABF, the Acluanal Valuation of the FABF as of December 31 of llic years 2001-2010; and for MIiABF, LABF and PAI5F, the 
CAFRs of ihe respcclive Reliremenl Fund for the fiscal years ending December 31, 2001-2010. 

(1) Inveslmeiil returns are reported net of investment fees and are rounded. 

(2) As of December 31,2010, eacli of (he Retirement Funds assumed an 8 0% return for aciuarial purposes. 

Oversight 

The State, through the Public Pension Division (the "Public Pension Division") within its 
Department of Insurance, oversees public pension funds. The Public Pension Division is required to 
make periodic examinations and investigations of all pension flinds established under the Pension Code. 
In lieu of making an examination and investigation, the Public Pension Division may accept and rely 
upon a report of audit or examination of any pension fund made by an independent certified public 
accountant. The Retirement Funds are required to provide the Public Pension Division with a statement 
including specific information set forth in the Pension Code. The annual statement must also specify the 
actuarial and interest tables used in the operation of the pension fund. In addition, as part of this actuarial 
statement, the Retirement Funds must include a complete aciuarial statement prepared by an enrolled 
actuary, which consists of an actuarial valuation. 

The Illinois Attorney General and annuitants may bring a civil action to obtain relief for 
violations of a fiduciary duty to the Retirement Funds or any act or practice which violates any provision 
of the Pension Code. 
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Determination of Employee Contributions 

City employees arc required to contribute as set forth in the Pension Code. 

Members of MEABF contribute 8.5% of their salary to MEABF (consisting of a 6.5% 
contribution for employee benefits, a 1.5% contribution for spouse benefits, and a 0.5% contribution for 
an annuity increase benefit). If an employee leaves without qualifying for an annuity, accumulated 
contributions arc refunded with interest. 

Members of PABF contribute 9.0% of their salary to PABF (consisfing of a 7.0% contribution for 
employee benefits, a 1.5% contribution for spouse benefits and a 0.5% contribution for an armuity 
increase benefit). If an employee leaves without qualifying for an annuity, accumulated contributions are 
refunded with interest. 

Members of FABF contribute 9.125% of their salary to FABF (consisting of a 7.125% 
contribution for employee benefits, a 1.5% contribution for spouse benefits, a 0.375% contribution for an 
annuity increase benefit and a 0.125% contribution for disability benefits). If an employee leaves without 
qualifying for an annuity, accumulated contributions arc refunded with interest. 

Members of LABF contribute 8.5% of their salary to LABF (consisting of a 6.5% contribution for 
employee benefits, a 1.5% contribution for spouse benefits, and a 0.5% contribution for an annuity 
increase benefit). If an employee leaves without qualifying for an annuity, accumulated contributions are 
refunded with interest. 

Determination of City's Contributions 

Under the Pension Code, the City's contributions to flind the Retirement Funds are determined 
pursuant to a statutory formula on an annual basis. The Pension Code provides that the City's 
contributions to the Retirement Funds are to be made from the proceeds of an annual levy of property 
taxes for each of the Retirement Funds (collectively, the "Pension Levy") by the City for such purpose. 
The Pension Levy is levied solely for the purpose of contributing lo the Retirement Funds, and such levy 
is exclusive of and in addition lo the amount of tax which the City may levy for other purposes. The 
amount of the Pension Levy may not exceed the product of a multiplier established in the Pension Code 
for each Retirement Fund (the "Multiplier") and the amouni contributed by the City's employees two 
years prior to the year in which the tax is levied (the "Contribution Limitation"). For levy year 2010, the 
multiplier for each Reliremenl Fund was as follows: 1.25 for MEABF; 2.00 for PABF; 2.26 for FABF; 
and 1.00 for LABF. l̂ hc City's contributions are made as govemed by the Pension Code and have no 
correlation to the Actuarially Required Contribution (as hereinafl:er defined). See "— The Aciuarial 
Valuation—City's Contribution Not Related lo GASB Standards." 

The Pension Code provides that the Retirement Fund Boards must annually certify to the City 
Council a determination of the required City contribution to the Retirement Funds. In making its request 
for the City's annual contribution, each Retirement Fund, acting through its Retirement Fund Board, 
annually approves and then submits a resolution lo the City Council requesting that the City Council 
adopt a particular tax levy rate. 

in lieu of levying all or a portion of the property taxes for the statutorily required City 
contribution to the Retirement Funds, the City is permitted under the Pension Code to deposit with the 
City Treasurer other legally available flinds lo be used for the same purpose as the Pension Levy 
(collectively, the "Other Available Funds"). In recent years, the City has utilized these provisions and not 
levied the fiill amount of property taxes for the statutorily required City contiibution to the Retirement 
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Funds by depositing with the City Treasurer certain amounts paid from the State to the City from the 
Personal Property Replacement Tax Fund ("PPRT") of the Slate pursuant lo Section 12 of the Revenue 
Sharing Act of the State (the "Revenue Sharing Act"). The PPRT is not required to be used for this 
purpose but is generally available to the City for corporate purposes. Since 2002, the amount of PPRT 
contributed by the City to the Retirement Funds in the aggregate has averaged approximately $63.5 
million annually. In 2010, the amouni of PPRT contributed lo ihe Relireinent Funds in Ihe aggregate was 
approximately SI03.7 million. The City may or may not continue to use PPRT for this purpose in ihc 
future. For purposes of this Appendix, references to "Pension Levy" may include the Other Available 
Funds of the Cily to be used for the same purposes of the Pension Levy which the City may contribute in 
licti of ilic rcqinrcd properly ia\ rc\'cnucs. 

The City's contributions lo the Retirement Funds are ihc amouni required under the Pension Code 
and have not been in excess of that required ainount. 

City's Contributions to PABF and FABF Beginning with the Levy made in 20 J 5 

On December 30, 2010, Governor Quinn signed into law Public Act 096-1495 ("P.A. 96-1495") 
which, among other things, created a new method of determining the contribution to be made by die City 
to PABF and FABF (together, the "Police and Fire Funds"). P.A. 96-1495 requires that, beginning with 
the levy made in 2015 (and collectible in 2016), the Pension Levy for a given year will be equal lo the 
amount necessary to achieve a Funded Ratio (as hereafter defined) of 90% in the Police and Fire Funds by 
the end of fiscal year 2040 (the "P.A. 96-1495 Funding Plan"). The Pension Levy will be calculated 
pursuant to the P.A. 96-1495 Funding Plan as the level percentage of payroll necessary to reach the 90% 
Funded Ratio target by 2040. In the County, property taxes (including the Pension Levy) levied in one 
year become payable during the following year in two installments. As such, the Pension Levy for the 
Police and Fire Funds made in calendar year 2015 will be payable in calendar year 2016. 

P.A. 96-1495 docs not affect the manner in which the Cily contributes to MEABF and LABF. 

The Actuarial Valuation 

General 

In addition to the process outlined above, the Pension Code requires that the Retirement Funds 
annually submit to the City Council an annual report containing a detailed staiement of the affairs of sueh 
Retirement Fund, its income and expenditures, and assets and liabilities, which consists of the Actuarial 
Valuation. The Actuarial Valuation measures the financial position and determines the Actuarially 
Required Contribution (as defined below) of such Retirement Fund for reporting purposes pursuant to 
GASB Statement No. 25 ("GASB 25"). 

A descripfion of the statistics generated by the Retirement Funds' actuaries in the Actuarial 
Valuations follows in the next few paragraphs. This information was derived from the Source 
Informalion. 

GASB, which is part of a private non-profit corporation known as the F'inancial Accounting 
Foundation, promulgates standards regarding accounting and financial reporting for govemmenlal 
entities. These principles have no legal effect and do not impose any legal liability on the City. The 
references to GASB principles in this Appendix of the Official Statement do not suggest and should not 
be constmed to suggest otherwise. 
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Actuaries and the Actuarial Process 

In producing the Actuarial Valuations, the Retirement Funds' actuaries use demographic data 
(including employee age, salary and service credits), economic assumptions (including estimated salary 
and interest rates), and decrement assumptions (including employee turnover, mortality and retirement 
rates) to determine, as of the valuation dale, the Normal Cost (as defined below), the Actuarial Accmed 
Liability (as defined below), the Actuarial Value of Assets (as defined below), and the actuarial present 
values for the Retirement Fund. The Retirement Funds' actuaries use this data to determine the following 
fiscal year's Actuarially Required Contribution. The Retirement Funds' Actiiarial Valuations are publicly 
available and may be obtained from the Retirement Funds. Certain of these Aciuarial Valuations are 
available on the Retirement Funds' websites; provided, however, that the content of these reports and of 
the Retirement Funds' websites is not incorporated herein by such reference. See "— Source 
Information" above. 

The primary purpose of the Actuarial Valuations is to determine the "Actuarially Required 

Contribution,"* which is the amount that GASB standards would calculate as the City's contribufion to 
the Retirement Funds on an annual basis for financial reporting purposes, without consideration of the 
Pension Code, to satisfy its current and future obligations to pay benefits to eligible members of the 
Retirement Funds. The Actuarially Required Contribution consists of two components: (1) that portion 
of the present value of pension plan benefits which is allocated to the valuation year by the actuarial cost 
method (as described in "— Actuarial Methods — Actuarial Accmed Liability" below), termed the 
"Normal Cost"; and (2) an amortized portion of any U A A L (as hereinafter defined). GASB standards 
require disclosure of an Actuarially Required Contiibution, which is a financial reporting requirement but 
not a fijnding requirement. 

As part of the Actuarial Valuation, the Retirement Funds' actuaries also calculate the Retirement 
Funds' "Actuarial Accmed Liability" and the "Actuarial Value of Assets." The Actuarial Accmed 
Liability is an estimate of the present value of the benefits each Retirement Fund must pay to current and 
retired employees as a result of their employment with the City and participation in such Retirement 
Fund. The Actuarial Accmed Liability is calculated by use of a variety of demographic and other data 
(such as employee age, salary and service credits) and various assumptions (such as estimated salary 
increases, interest rales, employee turnover, mortality and disability rates). The Actuarial Value of Assets 
reflects the value of the investments and other assets held by each Retirement Fund. Various methods 
exist for calculating the Actuarial Value of Assets and the Actuarial Accmed Liability. For a discussion 
of the methods and assumptions used lo calculate the Retirement Funds' Actuarial Accmed Liability and 
Actuarial Value of Assets, see "— Actuarial Methods" and "— Actuarial Assumptions" below. 

Any shortfall between the Actuarial Value of Assets and the Actuarial Accmed Liability is 
referted to as the "Unfunded Actuarial Accmed Liability" or " U A A L . " The UAAL represents the present 
value of benefits eamed to date that are not covered by plan assets. In addition, the actuary will compute 
the "Funded Ratio," which is equal lo the ratio of the Actuarial Value of Assets to the Actuarial Accmed 
Liability, expressed as a percentage. The Funded Ratio and the U A A L provide one way of measuring the 
financial health of a pension plan. 

GASB pronouncements refer to this concept as the Armual Required Contribution. For the convenience of Ihe reader, this section of the 
Official Statement refers to the concept as the Actuarially Required Contribution to denote the fact that the Actuarially Required 
Contribution is the amount an actuary would calculate pursuant lo GASB standards lo be contributed in a given year, to differentiate it from 
the amount the City will be required to contribute under the Pension Code. 
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City's Contributions Not Related lo GASB Standards 

The City's contributions to the Retirement Funds do not relate to the manner of contributing to 
pension plans established by GASB standards. The Retirement Funds' Actuarially Required Contribution 
is equal lo its Normal Cost plus an amortization of the Retirement Funds' UAAL over a 30-year period. 
MEABF, LABF and FABF amortize ihc UAAL on a level dollar basis, whereas PABF amortizes the 
UAAL on a level percent of payroll basis. This method of calculating the Actuarially Required 
Contribufion is acceptable under the standards promulgated by GASB. However, the statutory stmcture 
pursuant to which the City contributes to the Reliremenl Funds does not conform to the standards 
promiilgalcti by GASi3 Ibi ^epciriing puipoMj.'̂  Sec "'i'.ibic 4 - infonnation î cgardnm City'^ 
Contributions - Aggregated" below. 

City's Contributions to the Police and Fire Funds under P.A. 96-1495 will Not Relate to 
GASB Standards 

As discussed above, beginning with the levy made in 2015 (and collectible in 2016), the Pension 
Levy for the Police and Fire Funds will be,calculated pursuant lo P.A. 96-1495. The provisions of the 
P.A. 96-1495 Funding Plan differ from GASB standards regarding financial reporting for defined-benefit 
pension plans in al least two respects. 

First, the goal of the P.A. 96-1495 Funding Plan is for the Police and Fire Funds to reach a 
Funded Ratio of 90% by 2040. The GASB standards as currently in effect amortize the entire UAAL 
towards attainment of a 100% Funded Ratio over the lime periods described below. 

Second, whereas GASB permits amortization of the UAAL over an open amortization period, the 
P.A. 96-1495 Funding Plan requires amortization of the UAAL over a closed period ending in 2040. A 
closed amortization period means that the UAAL is amortized over a fixed number of years such that the 
UAAL will decrease lo a legally defined target (which, for the Police and Fire Funds, will be a 90% 
Funded Ratio by 2040 as provided in ihe P.A. 96-1495 Funding Plan) upon the passage of the amount of 
time established as the amortization period, provided required payments are made. For example, under 
the P.A. 96-1495 Funding Plan, the Pension Levy (applicable to ihe Police and Fire Funds) for fiscal year 
2015 will be calculated by using a 25-ycar amortization period, while the Pension Levy (applicable to the 
Police and Fire Funds) for fiscal year 2016 will be calculated using a 24-year amortization period. 
Conversely, an open amortization period has no term limit and is therefore recalculated over a new 30-
year period each time a valuation is performed in accordance with GASB standards. Amortizing through 
use of a closed period will have the effect of decreasing the UAAL al a greater rate and will allow the 
City lo reach its fimding target by fiscal year 2040, provided lhat all required contributions are made. 

Actuarial IVIethods 

The Retirement Funds' actuaries employ a variety of actuarial methods lo arrive at the Actuarial 
Value of Assets and the Actuarial Accmed Liability. 

Actuarial Value of Assets 

The Retirement Funds' Actuarial Value of Assets is calculated by smoothing investment gains 
and losses over a period of five years, a method of valuafion referred to as the "Asset Smoothing 
Method." Under the Asset Smoothing Method, the Reliremenl Funds recognize in the current year 20% 
of the investment gain or loss realized in each of the previous four years. The Asset Smoothing Method 
is an allowable method calculation according to GASB. 
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The Asset Smoothing Method lessens the immediate impact of market fluctuations on the 
Actuarial Value of Assets, the U A A L and the Funded Ratio that may otherwise occur as a result of 
market volatility. However, asset smoothing delays recognition of gains and losses, thereby providing an 
Actuarial Value of Assets that does not reflect the Ime value of pension plan assets at the lime of 
measurement. As a result, presenting the Actuarial Value of Assets as determined under the Asset 
Smoothing Method might provide a more or less favorable presentation of the current financial position 
of a pension plan than would a method lhat recognizes investment gains and losses annually. Table 3 
provides a comparison of the assets of the Retirement Funds (as aggregated) on a fair value basis and after 
application of the Asset Smoothing Method. 

T A B L E 3 - ASSET SIMOOTHED V A L U E OF ASSETS VS. FAIR V A L U E OF NET ASSETS*"-
AGGREGATED 

Fiscal Year 
Actuarial Value 

of Assets*̂ * 
Fair Value of Net 

Assets 

Actuarial Value as 
a Percenlage of 

Fair Value 

2001 $13,651,804 $12,193,357 111.96% 

2002 13,453,303 10,648,141 126.34% 

2003 13,297,599 12,277,994 108.30% 
2004 13,108,645 12,952,096 101.21% 

2005 13,086,060 13,245,445 98.80% 

2006 13,435,692 14,164,347 94.86% 
2007 14,254,816 14,595,514 97.67% 

2008 13,797,344 9,844,339 140.16% 

2009 13,051,349 10,876,846 119.99% 
2010 12,449,863 11,408,555 109.13% 

Source: Actuarial Valuations of the Retirement Funds as of December 31, 2010, and CAFRs of the Retirement Funds for the fiscal year endmg 
Decembcr3l,2010. 

(1) In thousands of dollars. Data is presented in the aggregate for the Retirement Funds. 

(2) The Actuarial Value of Assets is calculated through use of the Asset Smoothing Method 

Actuarial Accrued Liability 

As the final step in the Aciuarial Valuation, the actuary applies a cost method assigning portions 
of the total value of benefits to past, present and future periods of employee service. This allocation is 
accompfished by the development of Normal Cost and the Actuarial Accmed Liability. The Retirement 
Funds use the entry age normal actuarial cost method (the "Entry Age Normal Method") with costs 
allocated on the basis of eamings. The Entry Age Normal Method is a GASB-approved actuarial cost 
method. 

Under the Entry Age Normal Method, the present value of the projected pension of each member 
is assumed lo be funded by aimual installments equal to a level percent of the member's eamings for each 
year between entry age and assumed exit age. The Normal Cost for the member for the curtent year is 
equal to the portion of the value so determined, assigned to the current year. Therefore, the Normal Cost 
for the plan for the year is the sum of the normal costs of all active members. 
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P.A. 96-1495 requires thai, beginning in 2015, the Police and Fire Funds calculate the Actuarial 
Accmed Liability pursuant to the projected unit credit actuarial cost method (the "Projected Unit Credit 
Method"). Under the Projected Unit Credit Method, the Actuarial Accmed Liability equals the actuarial 
present value of lhat portion of a participant's projected benefit that is attributable to service to dale on ihe 
basis of future compensation projected to retirement. Under this method. Normal Cost represents the 
actuarial present value of the participant's projected benefit that is attributable to service in the current 
year, again based on future compensation projected to reliremenl. 

Under either method, the Aciuarial Accmed Liability is the portion of the present value of 
bciiciil.s a^signcti by ilic cost iiicilioii lo ycai> sci\'icc tip lo the \akialiuii lialc ni. in otiier uoitl.s. for 
past service. Tiiis value changes as the nicrtibcr.s salary and ycdis of scivicc ciiaugc, and as bOiuc 
members leave and new members are hired. Future Normal Cost is the portion of the present value of 
benefits assigned lo ftiture years of service and is assumed lo be funded annually. 

Actuarial Assumptions 

The Aciuarial Valuations of the Retirement Funds use a variety of assumptions lo calculate the 
Aciuarial Accmed Liability and the Aciuarial Value of Assets. Although several of the assumptions arc 
the same across all of the Retirement Funds, each Retirement Fund detcmiines, within actuarial standards, 
the assumptions lo be used in its Actuarial Valuation unless a specific assumption is fixed by the Pension 
Code. No assurance can be given that any of the assumptions underlying the Actuarial Valuations will 
reflect the actual results experienced by the Retirement Funds. Variances between the assumptions and 
actual results may cause an increase or decrease in the Actuarial Value of Assets, the Actuarial Accmed 
Liability, the UAAL, the Funded Ratio or the Actuarially Required Contribution. Additional information 
on each Reliremenl Fund's actuarial assumptions is available in each Retirement Fund's Actuarial 
Valuation as of December 31, 2010 and CAFR for the fiscal year ending December 31, 2010. See "— 
Source Information" above. 

The actuarial assumptions used by the Retirement Funds arc determined by the individual 
Reliremenl Fund Boards upon the advice of the actuaries. The Reliremenl Funds periodically perfonn 
experience studies lo evaluate the actuarial assumptions in use. The purpose of an experience study is to 
validate lhat the actuarial assumptions used in the Actuarial Valuafion continue to reasonably estimate Ihc 
actual experience of the pension plan or, if necessary, to develop recommendations for modifications lo 
the actuarial assumptions lo ensure their continuing appropriateness. 

Assumed Investment Rale of Return 

The Actuarial Valuations assume an investment rate of return on the assets in each Retirement 
Fund. As described in Table 2 above, the Retirement Funds all assumed an investment rale of return of 
8.00% for the fiscal year ended December 31, 2010. Due to the volatility of the marketplace, however, 
the actual rale of return eamed by the Retirement Funds on their assets may be higher or lower than the 
assumed rale. See Table 2 for the rales of retum eamed on the Retirement Funds' assets for the last ten 
fiscal years. Changes in the Retirement Funds' assets as a result of market performance will lead to an 
increase or decrease in the UAAL and the Funded Ratio. As a result of the Retirement Funds' use of the 
Asset Smoothing Method, however, only a portion of these increases or decreases will be recognized in 
the curtent year, with the remaining gain or loss spread over the remaining four years. See "— Actuarial 
Methods—Aciuarial Value of Assets" above. 

As shown in the Actuarial Valuations, adverse market conditions resulted in negative investment 
returns on the Retirement Funds' assets in fiscal year 2008, resulting in a significant reduction in the 
Funded Ratio and a corresponding increase in the UAAL. No assurance can be given lhat these negative 
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trends in investment performance will not continue into the curtent or future fiscal years, leading to a 
continued increase in the UAAL. 

Funded Status of the Retirement Funds 

The Pension Code requires lhat the City fiind the Retirement Funds through the levy, collection 
and contribution of the Pension Levy; provided, however, that the City, pursuant to the Pension Code, 
may not levy all or a portion of the amount of property taxes statutorily required to make the full City 
contribution lo the Retirement Funds if the City deposits with the City Treasurer Other Available Funds 
lo be used for the same purpose as the Pension Levy as described in "—Determination of City's 
Contributions" above. The City has in recent years made its full statutorily required contribufion lo the 
Retirement Funds each year through a combination of properly tax revenues and PPRT funds. However, 
expenses related to the Health Plan (as defined below) are paid from the ftinds received from the Pension 
Levy, which has the effect of reducing the Actuarial Value of Assets and decrcasmg the Funded Ratio. 

Furthermore, the contributions made by the City to the Retirement Funds have been lower than 
the cash outiays of the Retirement Funds in recent years. As a result, the Retirement Funds have used 
investment eamings or assets of the Retirement Funds lo satisfy these cash outlays. The use of 
investment eamings or assets of the Reliremenl Funds for these purposes reduce the amouni of assets on 
hand to pay benefits in the future and prevent the Retirement Funds fi"om recognizing the full benefits of 
compounding investment returns. 

' Since 2001 (which is the only time period of hislorical data considered in this Appendix of the 
Official Statement), the City has contributed to the Retirement Funds as required by the Pension Code.* 
However, this amount has not been sufficient to fully fund the Normal Cost plus an amortized portion of 
the U A A L in each year as a result of the Contribution Limitation which has had the effect, and may have 
the effect in the fuhire, of limiting the Pension Levy to an amouni insufficient lo fully flind the Retirement 
Funds to the amouni of the Actuarially Required Contribution. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 

Pursuant to the Pension Code, the City did not make any contributions to or levy the Pension Levy for LABF in fiscal years 2001 through 2006 
because LABF had fimds on hand in excess of its liabilities. The Pension Code provides that the City will cease lo make contributions to 
LABF in such a situation. The City continued to levy the Pension l.cvy for Ihe other Retirement Funds during those years. 
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Table 4 provides information for fiscal years 2001 through 2010 on the Actuarially Required 
Contribution, the City's actual contributions in accordance with the Pension Code and the percentage of 
the Actuarially Required Contribution made m each year. 

T A B L E 4 - I N F O R M A T I O N R E G A R D I N G C I T Y ' S C O N T R I B U T I O N S ^ " - A G G R E G A T E D 

Percentage of 
Actuarially Actuarially Required 
Required Actual Employer Contribution 

Contribution Contribution^^' Contributed'"' 

200 I .S31 0.742 S."̂ 32.1 76 106 0".', 
2002 .̂ 28.055 332,491 101 4% 
2003 451,239 343,291 76.1% 
2004 545,232 345,398 63.3% 
2005 698,185 423,515 60.7% 
2006 785,111 394,899 50,3% 
2007^"' 865,776 395,483 45.7% 
2008'"' 886,215 416,130 47.0% 
2009'" 990,381 423,929 42.8% 
2010"'' 1,112,626 425,552 38.2% 

Sources: Actuanal Valuations of the Retirement Funds asof December 31, 2010, and CAFRs of the Reliremenl Funds for the fiscal year ending 
December 31,2010. 

(1) In thousands of dollars Data is presented in the aggregate for the Retirement Funds and uses assumptions and methods employed by 
each of the Retirement Funds. For the data presented as of December 31, 2001 through December 31, 2006, contribution mformation 
includes amounts related to OPEB (as hereinafter defmed). Beginning in 2007, as a result of a change in GASB standards, 
contribution information is presented exclusive of amounts related to OPIiB 

(2) Includes the portion of the PPRT contributed to Ihe Retirement Funds in each of the years 2002-2010. 

(3) The estimated muhiplier that would have been necessary for each ReUrement Fund to make the full Actuanivlly Required Contribution 
in 2010 were as follows: 3.48 for MEABF; 4 98 for FABF; 2.71 for LABF; and 4 85 for PABF Beginning with the levy made in 
20i5 (and collectible in 2016), the City's contributions to the Police and Fire Funds will noi be calculated m accordance with the 
Multiplier as descnbed in "— Detennniation of City's Contnbutions" above 

(4) Beginning m 2007, the information in this Table 4 docs not include OPEB, which the City's Comprehensive Annual Fmancial Report 
presents separately. 

The continued decline in Ihe percentage of the Actuarially Required Contribution contributed by 
the City, as shown in Table 4 above, results, in part, from the fact that the Actuarial Liability continues to 
grow and as a result of the delayed recognition of gains and losses resulting from the Retirement Funds' 
use of the Asset Smoothing Method for financial reporting purposes. See "— Actuarial Methods— 
Actuarial Value of Assets." 

As of the end of fiscal year 2010, the Retirement Funds bad an aggregate U A A L of 
approximately $15,315 billion on a fair value basis and $14,274 billion on an actuarial basis (using the 
Asset Smoothing Method). The respective Funded Ratios for these U A A L s are 42.7% and 46.6%. The 
U A A L increased between the end of fiscal year 2009 and the end of fiscal year 2010 primarily as a result 
of (i) insufficient contributions compared to the Actuarially Required Contribution and (ii) investment 
losses brought on by the severe global economic downturn. The impact of the economic downturn on the 
City and the Retirement Funds was similar to the experience of other govemmental entities during the 
same period of time. The following tables summarize the current financial condition and the funding 
progress of the Retirement Funds. 
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TABLE 5 - FINANCIAL CONDITION OF THE MEABF 
FISCAL YEARS 2001-2010 

(S IN THOUSANDS) 

Fiscal 
Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Beginning Net Assets (Fair Value) $6,126,238 $5,820,766 $5,128,210 $5,922,789 $6,242,741 $6,356,888 $6,841,127 $7,010,007 $4,739,614 $5,166,224 

Income -
- Member Contributions 
- City Contributions 
- Investment Income '̂' 
- Miscellaneous Income 

118,241 
131,440 

(158,374) 

128,395 
130,966 

(538,062) 

129,644 
141,883 
961,889 

155,885 
153,919 
578,730 

122,542 
155,067 
402,311 

129,466 
148,332 
778,726 

132,442 
139,552 
485,926 

137,749 
146,803 

(1,947,576) 

130,981 
157,698 
778,562 

133,300 
164,302 
638,569 

24 

Total $ 91,307 5(278,701) $1,233,416 $ 888,534 $ 679,920 $1,056,524 . $ 757,921 $(1,663,024) $1,067,241 $ 936,195 

Expenditures 
- Benefits and Refunds 
- Administration '̂' 

392,692 
4,087 

409,298 
4,557 

434,158 
4.679 

538,910 
29,672 

560,228 
5,545 

565,887 
6,398 

582,046 
6,995 

599,137 
7.279 

632,864 
7,766 

660,081 
6,745 

Total $ 396,779 S 413,855 S 438,837 $ 568,582 $ 565,773 $ 572,285 $ 589,041 $ 606,416 $ 640,630 $ 666,826 

Ending Net Assets (Fair Value) $5,820,766 $5,128,210 $5,922,789 $6,242,741 $6,356,888 $6,841,127 $7,010,007 $4,740,567 $5,166,225 $5,435,593 

Actuarial Value of Assets* '̂ 
Actuarial Accrued Liabil ides'"' 
UAAL (Fair Value)'" 
UAAL (Acuiarial Value)^" 
Funded Ratio (Fair Value)**' 
Funded Ratio (Actuarial Value)''*' 

6,466,798 
6,934,176 
1,113,410 

467,378 
83.9% 
93.3% 

6,403,982 
7,577,100 
2,448,890 
1,173,118 

67.7% 
84.5% 

6,384,099 
7,988,637 
2,065,848 
1,604,538 

74.1% 
79,9% 

6,343,076 
8,808,501 
2,565,760 
2,465,425 

70.9% 
72.0% 

6,332,379 
9,250,212 
2,893,324 
2,917,833 

68.7% 
68.5% 

6,509,146 
9,476,118 
2,634,991 
2,966,972 

72.2% 
68.7% 

6,890,463 
9,968,747 
2,958,740 
3,078,284 

70.3% 
69.1% 

6,669,502 
10,383,158 
5,642,591 
3,713,656 

45.7% 
64.2% 

6,295,788 
10,830,119 
5,663,894 
4,534,331 

47.7% 
58.1% 

6,003,390 
11,828,666 
6,393,073 
5,825,276 

46.0% 
50.8% 

Source: Actuarial Valuations of the MEABF as of December 31, 2010, and CAFRs of the MEABF for the fiscal year ending December 31, 2010. Table may not add due to roundmg. 
(1) Investment income is shown net of fees and expenses. 
(2) Beginning in fiscal year 2009, includes expenses related to other post-employment benefits See "Other Post-Employment Benefits" below. 
(3) The actuarial value is determined by application of the Asset Smoothing Method as discussed in "— Actuarial Methods—Actuarial Value of Assets" above. 
(4) Beginning with fiscal year 2006, does not include liability related to other post-employment benefits. See "Other Post-Employment Benefits" below. 
(5) Calculated using net assets, 
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TABLE 6 - FINANCIAL CONDITION OF THE PABF 
FISCAL YEARS 2001-2010 

($ IN THOUSANDS) 

Fiscal 
Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Beginning Net Assets (Fair Value) $4,033,107 $3,696,943 53,224,037 $3,693,283 $3,865,809 $3,954,837 $4,192,076 S4 r^3,234 $3,000,998 $3,326,051 

Income 
- Member Contributions 
- City Contributions 
- Investment Income^"' 
- Miscellaneous Income 

71,146 
139,411 

(214,034) 
265 

79,239 
141,935 

(335,936) 
54 

79,816 
140,735 
627,291 

73 

78,801 
135,669 
367,908 

75 

89,110 
177,911 
261,389 

368 

91,965 
157.689 
447,275 

1,070 

93,300 
178,678 
349,914 

28 

"3,207 
IM,526 

(1.11)4,909) 
160 

95,614 
180,511 
567,315 

799 

108,402 
183,835 
369,558 

20 
Total S (3,212) $(114,708) $ 847,915 $ 582,453 $ 528,778 $ 697,999 % 621,920 S (S.^0,0!6) S 844.239 S 661,815 

Expenditures 
- Benefits and Refunds 
- Administration'^' 

330,500 
2,452 

355,653 
2,545 

375,503 
3,166 

407,301 
2,626 

437,089 
2,661 

458,060 
2,700 

477,685 
3,077 

•1*17.721 
4,499 

514,883 
4,304 

544,272 
3,925 

Total S 332,952 $ 358,198 $ 378,669 S 409,927 S 439,750 S 460,760 $ 480,762 S 5(12,220 $ 519,187 $ 548,197 

Ending Net Assets (Fair Value) $3,696,943 $3,224,037 $3,693,283 53,865,809 $3,954,837 $4,192,076 $4,333,234 S.VDi 10,998 $3,326,050 $3,439,669 

Actuarial Value of Assets'^' 
Actuarial Accrued Liabilities'"' 
U A A L (Fair Value)'" 
U A A L (Actuarial Value)"' 
Funded Ratio (Fair Value)'^' 
Funded Ratio (Actuarial Value)''" 

4,183,796 
5,932,511 
2,235,568 
1,748,715 

62,3% 
70-5% 

4,124,580 
6,384,846 
3,160,809 
2,260,266 

50.5% 
64 6% 

4,039,696 
6,581,433 
2,888,150 
2,541,737 

56,1% 
61.4% 

3,933,031 
7,034,271 
3,168,462 
3,101,240 

55,0% 
55,9% 

3,914,432 
7,722,737 
3,767,900 
3,808,305 

51 2% 
50 7% 

3,997,991 
7,939,561 
3,747,485 
3,941,570 

52.8% 
50 4% 

4,231,682 
8,220,353 
3,887,1 19 
3,988,671 

52,7% 
51 5% 

4.()'i3,720 
8.4S2,S74 
5 4Ml,576 
4 3S8,854 

35 4% 
48 3% 

3,884,978 
8,736,102 
5,410,052 
4,851,124 

38 1% 
44,5% 

3,718,955 
9.210,056 
5,770,387 
5,491.101 

37 3% 
40.4% 

Source. Actuarial Valuations of the PABF as of December 31, 2010, and CAFRs of the PABF for the fiscal year ending December 3 1, 2010. Table may not add due in lounding 
(1) Investment income is shown net of fees and expenses. 
(2) Beginning in fiscal year 2008, includes expenses related to other post-employment benefits See "Other Post-Employment Benefits" below. 
(3) The actuarial value is determined by application of the Asset Smoothing Method as discussed in "— Actuanal Methods—Actuanal Value of Assets" abovf 
(4) Beginning with fiscal year 2006, does not include liability related to other posi-employment benefits See "Other Post-Employment Benefits" below 
(5) Calculated using net assets. 
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TABLE 7 - FINANCIAL CONDITION OF THE FABF 
FISCAL YEARS 2001-2010 

(S IN THOUSANDS) 

Fiscal 
Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Beginning Net Assets (Fair Value) $1,226,826 $1,104,940 $907,804 $1,109,561 $1,206,177 $1,274,659 $1,391,484 $1,469,455 $ 914,193 $1,051,644 

Income 
- Member Contributions 27,615 27,622 42,665 37,734 35,697 44,222 41,120 40,480 41,605 41,730 
- City Contributions 60,400 59,453 60,234 55,532 90,129 78,971 74,271 83,744 91,857 83,592 
' Investment Income''' (73,526) (143,541) 249,995 139,497 112,017 174,406 148,806 (484,093) 208,537 150,835 
' Miscellaneous Income 63 78 84 24,322 456 87 162 107 36 30 

Total - S 14,552 $ (56,388) $ 352,978 S 257,085 $ 238,299 $ 297,686 $ 264,359 $(359,762) $ 342,035 $ 276,187 

Expenditures 
' Benefits and Refunds 134,462 138,789 149,174 158,372 167,527 178,214 183,304 192,644 201,146 217,565 
' Administration'''' 1,976 1.959 2,047 2.097 2,290 2,647 3.084 2,856 3.439 4,187 

Total $ 136,438 $ 140,748 $ 151,221 $ 160,469 S 169,817 $ 180,861 $ 186,388 $ 195,500 S 204,585 $ 221,752 

Ending Net Assets (Fair Value) $1,104,940 $ 907,804 $1,109,561 $1,206,177 $1,274,659 $1,391,484 $1,469,455 $ 914,193 $1,051,643 $1,106,079 

Actuarial Value of Assets'̂ ' 
Actuarial Accrued Liabilities'*' 
UAAL (Fair Value)"^ 
UAAL (Actuarial Value)'^' 
Funded Ratio (Fair Value)"' 
Funded Ratio (Actuarial Value)''*' 

1,245,130 
2,068,718 

963,778 
823,588 

53.4% 
60.2% 

1,209,768 
2,088,706 
1,180,902 

878,938 
43,5% 
57,9% 

1,194,008 
2,517,268 
1,407,707 
1,323,260 

44,1% 
47.4% 

1,182,579 
2,793,524 
1,587,347 
1,610,945 

43,2% 
42,3% 

1,203,654 
2,882,936 
1,608,277 
1,679,282 

44.2% 
41.8% 

1,264,497 
3,088,124 
1,696,640 
1,823,627 

45,1% 
40,9% 

1,374,960 
3,215,874 
1,746,419 
1,840,914 

45.7% 
42.8% 

1,335,695 
3,311,269 
2,397,076 
1,975,574 

27.6% 
40.3% 

1,269,231 
3,428,838 
2,377,195 
2,159,607 

30,7% 
37,0% 

1,198,114 
3,655,026 
2,548,947 
2,456,912 

30.3% 
32.8% 

Source: Actuarial Valuations of the FABF as of December 31,2010, and CAFRs of the FABF for the fiscal year ending December 31,2010. Table may not add due to rounding 
(1) Investment income is shown net of fees and expenses, 
(2) Begmmng in fiscal year 2001, includes expenses related to other post-employment benefits. See "Other Post-Employment Benefits" below. 
(3) The actuarial value is determined by application of the Asset Smoothbig Method as discussed in "— Aciuarial Methods—Actuarial Value of Assets" above. 
(4) Beginning with fiscal year 2006, does not include liability related to other post-employ mem benefits. See "Other Post-Employment Benefits" below, 
(5) Calculated using net assets. 
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TABLE 8 - FINANCIAL CONDITION OF THE LABF 
FISCAL YEARS 2001-2010 

(S IN THOUSANDS) 

Fiscal 
Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Beginning Net Assets (Fair Value) $1,648,819 $1,570,708 $1,388,090 $1,552,361 $1,637,369 $1,659,061 $1,739,660 $1.7S2,818 $1,188,580 $1,332,929 

Income 
- Member Contributions 
- City Contributions 
- Investment Income'" 
- Miscellaneous Income 

20,017 
660 

(19,125) 

20,189 
83 

(119,447) 

19,798 
344 

231,584 
22 

22,591 
197 

171,045 
5 

16,257 
40 

117,785 

18,791 
106 

174,536 

18,413 
15,459 

125,205 

19,419 
17,580 

(.> 10,463) 

17,538 
17,190 

237,102 

16,320 
17,939 

193,187 

Total $ 1,552 $ (99,175) $ 251,748 $ 193,838 $ 134,082 $ 193,433 $ 159,077 ,S(4^3,464) $ 271,830 $ 227,446 

Expenditures 
- Benefits and Refunds 
- Administration'''' 

77,857 
1,806 

81,629 
1,814 

85,567 
1,910 

105,958 
2,872 

109,405 
2,985 

110,003 
2,83! 

112,567 
3,352 

117,147 
3.626 

123,817 
3,665 

129,297 
3.864 

Total $ 79,663 $ 83,443 $ 87,477 $ 108,830 $ 112,390 $ 112,834 $ 115,919 $ 120,773 $ 127,482 $ 133,161 

Ending Net Assets (Fair Value) $1,570,708 $1,388,090 $1,552,361 $1,637,369 $1,659,06! $1,739,660 $1,782,818 $i 1̂ 8,581 $1,332,928 $1,427,214 

Actuarial Value of Assets'''' 
Actuarial Accrued Liabilities'"' 
UAAL (Fair Value)"' 
UAAL (Actuarial Value)"' 
Funded Ratio (Fair Value)"' 
Funded Ratio (Actuarial Value)''*' 

1,756,080 
1,402,138 
(168,570) 
(353,942) 

] 12.0% 
125,2% 

1,715,073 
1,540,604 

152,514 
(174,469) 

90,1% 
111,3% 

1,679,796 
1,628,563 

76,202 
(51,233) 
95.3% 

103.1% 

1,649,959 
1,674,615 

37,246 
24,656 
97.8% 
98.5% 

1,635,595 
1,742,300 

83,239 
106,705 
95 2% 
93 9% 

1,664,058 
1,767,682 

28,022 
103,624 
98 4% 
94,1% 

1,757,711 
1,808,295 

25,477 
50,584 
98.6% 
97 2% 

l.C',iS,427 
I,')! 5,324 

726,743 
216,897 
(.2 1%, 
SS,7% 

1,601,352 
1,975,749 

642,821 
374,397 

67.5% 
81 1% 

1,529,404 
2,030,025 

602,811 
500,621 
70.3%D 
75.3%o 

Source' Actuarial Valuations of the LABF as of December 31, 2010, and CAFRs of the LABF for the fiscal year ending December 31,2010, Tabic may not add due m lounding 
(1) Investment income is shown net of fees and expenses, 
(2) Beginning in fiscal year 2008, includes expenses related lo other post-employment benefits. See "Othei Post-Employment Benefits" below. 
(3) The actuarial value is determined by application of the Asset Smoothing Method as discussed in "—Actuarial Methods—Actuanal Value of Assets" ahow 
(4) Beginning with fiscal year 2006, does not include liability related to other posl-cmployment benefits Sec "Other Post-Employment Benefits" below, 
(5) Calculated using net assets. 
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Fiscal 
Year 

Begiiintng Net Assets (Fair Value) 

Income 
- Member Contributions 
- Cit>' Contributions 
- Investment Income''' 
- Miscellaneous Income 

Total 

Expenditures 
- Benefits and Refunds 
- Administration*''' 

Total 

Endirig Net Assets (Fair Value) 

Actuarial Value of Assets'̂ ^ 
Actuarial Accrued Liabilities''*' 
UAAL (Fair Value)'^' 
UAAL (Actuarial Value)'^' 
Funded Ratio (Fair Value)'^' 
Funded Ratio (Actuarial Value)''*' 

TABLE 9 - FINANCIAL CONDITION OF THE RETIREMENT FUNDS COMBINED 
FISCAL YEARS 2001-2010 

(S IN THOUSANDS) 

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

513,034,990 212,193.357 $10,648,141 512,277,994 $12,952,096 $13,245,445 $14,164,347 514,595.514 5 9,843,385 $10,876,848 

237,019 255.445 271,923 295,011 263,606 284,444 285,275 290,855 285,738 299,752 
331,911 332,437 343,196 345,317 423,147 385,098 407.960 429,653 447,256 449,668 

(465,059) (1,136,986) 2,070,759 1,257,180 893.502 1,574,943 1.109,851 (4,047,041) 1.791,516 1,352,149 
328 132 179 24,402 824 1,157 190 267 835 74 

$ 104,199 $ (548,972) S 2,686,057 $ 1,921,910 S 1.581,079 $ 2,245,642 $ 1,803,277 $(3,326,266) $ 2.525,345 $2,101,643 

935,511 985.369 1,044,402 1,210,541 1,274,249 1,312,164 1,355,602 1,406,649 1.472,710 1,551,215 
10,321 10,875 11,802 37,267 13,481 14,576 16,508 18,260 19,174 18,721 

945,832 996,244 1,056,204 1,247,808 1,287,730 1.326,740 1,372.110 1,424,909 1,491,884 1,569,936 

$12,193,357 SI 0.648,141 $12,277,994 $12,952,096 513,245,445 $14,164,347 514.595,514 S 9,844,339 $10,876,846 511,408,555 

13,651.804 13.453,403 13,297,599 13,108,645 13.086,060 13,435,692 14.254,816 13,797,344 13.051,349 12.449.863 
16,337,543 17,591,256 18715,901 20,310,911 21.598,185 22,271,485 23,213,269 24,092,325 24.970,808 26,723.773 
4,144,186 6,943.115 6,437,907 7,358,815 8,352,740 8,107,138 8,617.755 14,247.986 14.093,962 15,315,218 
2,685,739 4,137,853 5,418,302 7,202,266 8,512.125 8,835,793 8,958.453 10,294.981 11.919,459 14,273,910 

74,63% 60,53% • 65.60% 63,77% 61.33% 63.60% 62.88% 40.86% 43.56% 42,69% 
83,56% 76 48% 71.05% 64.54% 60.59% 60.33% 61,41% 57.27% 52.27% 46,59% 

Source, 
(1) 
(2) 

(3) 
(4) 
(5) 

Actuarial Valuations of the Retirement Funds as of December 31, 2010, and CAFRs of the Retirement Funds for the fiscal year ending December 31, 2010, Table may not add due to rounding. 
Investment income is shown net of fees and expenses. 
includes expenses related to other post-employment benefits beginning in each of the fiscal years as shown m Footnote (2) in Tables 6-9 herein for each respective Retirement Fund, 
See "Other Post-Employment Benefits" below. 
The actuarial value is determined by application of the Asset Smoothing Method as discussed m "— Actuarial Methods—Actuarial Value of Assets" above. 
Beginning with fiscal year 2006, does not include liability related to other post-employment benefits. See "Other Post-Employment Benefits" below. 
Calculated using net assets. 
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TABLE 10 - SCHEDULE OF FUNDING PROGRESS - COMBINED FOR THE RETIREMEM FUNDS 
FISCAL YEARS 2001-2010 

(S IN THOUSANDS) 

UAAL to 
Actuarial Actuarial Fair Value U A A L Funded U A A L to Payroll 

Fiscal Accrued Value of of Net U A A L (Fair Ratio Funded Ratio Payroll (Fair 
Year Liability'" Assets'^' Assets (Actuarial)'^' Value)'"' (Actuarial)'^' (Fair Value)"' PayioU (Actuarial)'^' Viiluc)'"' 

2001 $16,337,543 $13,651,804 $12,193,357 $ 2,685,739 $4,144,186 83.6% 74,6% $2,627.57'J 102.2% 157.7%o 
2002 17,591,256 13,453,303 10,648,141 4,137,953 6,943,115 76,5% 60,5% 2,728.89S 151.6% 254,4% 
2003 18,715,901 13,297,599 12,277,994 5,418,302 6,437,907 71,0% 65.6% 2,823.''32 191.9% 228,0%) 
2004 20,310,911 13,108,645 12,952,096 7,202,266 7,358,815 64,5% 63.8% 2,683.33 1 268,4% 274,2% 
2005 21,598,185 13,086,060 13,245,445 8,512,125 8,352,740 60,6% 61,3% 2,880,35S 295 5% 290,0% 
2006 22,271,485 13,435,692 14,164,347 8,835,793 8,107,138 60,3% 63,6% 3,069.47'J 287.9% 264,1% 
2007 23,213,269 14,254,816 14,595,514 8,958,453 8,617,755 61 4% 62.9% 3,185.3SS 281.2% 270,5% 
2008 24,092,325 13,797,344 9,844,339 10,294,981 14,247,986 57.3% 40.9% 3,!80,4,S4 323.7% 448,0% 
2009 24,970,808 13,051,349 10,876,846 11,919,459 14,093.962 52.3% 43.6% 3,172.716 375 7% 444.2% 
2010 26,723,773 12,449,863 11,408,555 14,273,910 15,315,218 46.6% 42.7% 3,189 73') 447.5% 480 1% 

Source: Actuarial Valuations of the Reliremenl Funds as of December 31, 2010. and CAFRs of the Retirement Funds for the fiscal year ending December 31. 2010 
(1) Beginning with fiscal year 2006. does not include liability related to other post-empioyment benefits. See "Other Post-Employment Benefits" below, 
(2) The actuarial value is determined by applicalion of the Asset Smoothing Method as discussed in "— Actuarial Methods—Actuarial Value of Assets" above 
(3) For purposes of this column, "Actuarial" refers to the fact that the calculation was made using the Actuarial Value of Assets, 
(4) For purposes of this column, "Fair Value" refers to the fact that the calculation was made using the fair value of Net Assets 

I .ilile may not add due to rounding. 
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The cumulative value of the annual differences between the City's contribution to the Retirement 
Funds and the Actuarially Required Contribution is referred to by GASB as its "Net Pension Obligation" 
or its "Net Pension Asset." If the cumulative difference between the City's contribution and the 
Actuarially Required Contribution is positive, the City would have a Net Pension Asset. Conversely, if 
the cumulative difference is negative, the City would have a Net Pension Obligation. 

As a result of the Contribution Limitation, however, the City may fulfill its obligation to 
contribute to the Retirement Funds under the Pension Code and still have a Net Pension Obligation for 
such year. The Pension Levy and the Actuarially Required Contribution differ in any given year as a 
result of the Contribution Limitation, as discussed in "— Determination of City's Contributions" and "— 
The Actuarial Valuation—City's Contributions Not Related to GASB Standards" above. 

Table 11 provides a schedule of the total Net Pension Obligation or Net Pension Asset at the end 
of each of the last ten fiscal years for each of Retirement Funds. 

T A B L E 11 - NET PENSION OBLIGATION OR (ASSET)*^* 

Fiscal 

Year M E A B F F A B F L A B F P A B F Total 

2001 $(319,770) $ 537,644 $(255,311) $ 627,036 $ 589,599 

2002 (358,776) 584,562 (270,871) 635,635 590,550 

2003 (342,888) 636,782 (277,880) 697,003 713,017 

2004 (299,415) 717,509 (270,223) 787,639 935,510 

2005 (169,895) 790,764 (258,125) 873,347 1,236,091 

2006 (1,443) 878,368 (237,696) 1,017,145 1,656,374 

2007 202,077 992,572 (228,692) 1,185,055 2,151,012 

2008 415,207 1,099,024 (225,759) 1,360,492 2,648,964 

2009 679,736 1,211,209 (206,361) 1,562,421 3,247,005 

2010 1,007,404 1,345,928 (174,584) 1,791,148 3,969,896 

Sources Actuanal Valuations of (be Retirement Funds as of December 31, 2010. and CAFRs of the Reliremenl Funds for the fiscal year ending 
December 31, 2010. Table may not add due io rounding. 

(1) 111 thousands of dollars 

A variety of factors impact the Retirement Funds' UAAL and Funded Ratio. A lower return on 
investment than that assumed by the Retirement Funds, and insufficient contributions when compared to 
the Normal Cost plus interest will all cause an increase in the UAAL and a decrease in the Funded Rafio. 
Conversely, higher returns on investment than assumed, and contributions in excess of Normal Cost plus 
interest will decrease the UAAL and increase the Funded Ratio. In addition, legislative amendments, 
changes in actuarial assumptions and certain other factors (including, but not limited to, higher or lower 
incidences of retirement, disability, in-service mortality, retiree mortality or terminations then assumed) 
will have an impact on the UAAL and the Funded Ratio. The UAAL increased between the end of fiscal 
year 2009 and the end of fiscal year 2010 primarily as a result of investment returns below the assumed 
rate of return and insufficient contributions as compared to the Actuarially Required Contribution. 
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Recent Legislative Changes 

P.A. 96-0889 

On April 14, 2010, the Governor Quinn signed Public Act 96-0889 (the "Pension Reform Act") 
into law. The Pension Reform Act establishes a "two-tier" benefit system with less generous benefits for 
employees who become members of the Retirement Funds on or after January !, 2011, as compared to 
those provided to employees prior to such date. Among other changes, the Pension Reform Act: 

• Increases the time required for pension benefits to vest to ten years from five years; 
a Increases the miniiiuini :igc al wiiich nn acli\c Ciiiploycc may ictirc with unreduced bcncfil.s 

to age 07 from ;igc 60 or younger based on a foniiula conibming ihc age of liie employee anti 
the number of years of service; 

• Increases the minimum age at which an active employee may retire with reduced benefits to 
age 62 from age 50; 

• Provides that fmal average salary is based on 96 consecutive months within the last 120 
months of employment (instead of 48 months of the last 120 months); 

• Reduces the cost of living adjustment to the lower of 3% or 50% of the change in the 
consumer price index for all urban consumers, whichever is lower, and eliminates 
compounding for employees hired after January 1, 2011, from a cost of living adjustment of 
3%, compounded; and 

• Caps the salary on which a pension may be calculated at $106,800 (subject to certain 
adjustments for inflation). 

The Pension Reform Act does not impact persons that first became members or participants prior 
to its effective date of January I, 2011. Furthermore, the Pension Reform Act applies to M E A B F and 
L A B F , but does not apply to P A B F or F A B F . 

The Pension Rcfonn Act does not change City or employee contributions to M E A B F or L A B F . 
The City will continue lo contribute to M E A B F and L A B F pursuant to the respective Multiplier until and 
unless relevant portions of the Pension Code are amended for M E A B F and L A B F . 

For purposes of the potential effects of the Pension Reform Act as described in this paragraph, 
taken independently of any other legislative or market effects, the reduced benefits afforded new hires by 
the Pension Reform Act is expected to reduce over time the growth m the Actuarial Accrued Liability, the 
U A A L and the Actuarially Required Contribution. In calculating the Actuarial Accrued Liability, the 
actuaries make assumptions about future benefit levels. As the value of future benefits decreases over 
time, as a greater percenlage of the City's workforce is covered by the Pension Reform Act, the Actuarial 
Accrued Liability is expected to decrease compared to what it would have been under previous law. 
Consequently, slowly over time the U A A L is expected to decrease and the Funded Ratio to improve. As 
the growth in the U A A L slows, the Actuarially Required Contribution is expected to be reduced as the 
amount of U A A L to be amortized decreases. However, no assurance can be given that these expectations 
will be the actual experience of M E A B F or L A B F going forward. 

P.A. 96-1495 

P.A. 96-1495 has a significant impact on the Police and Fire Funds. A description of certain 
provisions of P.A. 96-1495 are discussed above in "— Determination of City's Contributions—City's 
Contributions to P A B F and F A B F Beginning with the Levy made in 2015." 

The P.A. 96-1495 Funding Plan will have the effect of significantly increasing the Pension Levy 
(applicable to the Police and Fire Funds) because (i) the Contribution Limitation will no longer serve to 
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cap the Pension Levy (applicable to the Police and Fire Funds) at the applicable Multiplier times the 
employee contributions made two years prior to the year of the levy, and (ii) this type of funding plan 
requires a greater contribution than the current statutory structure. 

In addition, P.A. 96-1495 makes changes to benefits for police officers and firefighters first 
participating in the Police and Fire Funds on or after January 1, 2011. Among other changes, P.A. 96-
1495: 

• Increases the minimum retirement eligibility age from 50 (with ten years of service) to 55 
(with ten years of service); 

• Provides for retirement at age 50 (with ten years of service) with the annuity reduced by .5% 
per month; 

• Provides that final average salary is based on 96 consecutive months within the last 120 
months of employment (instead of 48 months of the last 120 months); 

• Reduces the cost of living adjustment to the lower of 3% or 50% of the change in the 
consumer price index for all urban consumers, whichever is lower, commencing at age 60; 

• Provides that widow benefits are 66 2/3% of the employee's annuity at the date of death; and 
• Caps the salary on which a pension may be calculated at $106,800 (subject to certain 

adjustments for inflation). 

Projection of Funded Status 

Tables 12 through 14 provide projections of the Actuarial Value of Assets, the Actuarial Accrued 
Liability, the U A A L and the Funded Ratio for MEABF, LABF and the Police and Fire Funds 
respectively. The Retirement Funds' level of funding level has decreased in recent years, most notably 
due to a combination of factors including: adverse market conditions and investment returns as a result of 
the financial downturn experienced in 2008 and beyond; and contributions that are lower than the 
Actuarially Required Contribution as a result of the Contribution Limitation. The declming Funded 
Ratios experienced by the Retirement Funds in recent years are similar to the funding challenges faced by 
other large governmental pension funds in the United States. 

The projections in Tables 12 through 14 are based upon numerous variables that are subject to 
change, and are forward-looking statements regarding future events based on the Retirement Funds' 
actuarial assumptions and assumptions made regarding such fijture events, including that there are no 
changes to the current legislative structure and that all projected contributions to the Retirement Funds are 
made as required. No assurance can be given that these assumptions will be realized or that actual events 
will not cause material changes to the data presented in these tables. 
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TABLE 12 - PROJECTION OF FUTURE FUNDING STATUS - MEABF^'* 

Fiscal Year 

Actuarial Actuarial Unfunded Accrued 
Accrued Value of Actuarial Liabilities Funded 

Liability Assets (UAAL) Ratio 
(a) (b) (a-b) (b/a) 

2011 

2012 

20 I 3 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

; i 1,918,942 

12.359.984 

I2.K06.S(I9 

13,256,021 

13,703,973 

14,149,698 

14,589,918 

15,021,046 

15,439,846 

15,844,795 

$5,529,406 

5.093.624 

.•̂ ,I.M.244 

5,063,451 

4,957,569 

4,812,667 

4,622,794 

4,381,260 

4,081,467 

3,718,312 

$ 6,389,536 

7,266.360 

7.672.565 

8,192,570 

8,746,404 

9,337,031 

9,967,124 

10,639,786 

1 1,358,379 

12.126.483 

46.4% 

41.2% 

40 !"•<, 

38.2% 

36.2% 

34.0% 

31.7% 

29.2% 

26.4% 

23.5% 

Source: Gabriel Roeder Smith & Company, Gabriel Roedcr Smith & Company is the consulting actuary for the ReUrement Funds, Projection 
is based on actuarial data as of December 31, 2009 

(1) In thousands of dollars 

TABLE 13 - PROJECTION OF FUTURE FUNDING STATUS - LABF •<i) 

Fiscal Year 

Actuarial Unfunded Accrued 
Accrued Actuarial Actuarial Liabilities Funded 
Liability Value of Assets (UAAL) Ratio 

(a) (b) (a-b) (b/a) 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

$2,131,248 

2,186,657 

2,240,989 

2,293,847 

2,345,292 

2,395,162 

2,443,573 

2,489,906 

2,534,078 

2,575,960 

$1,413,249 

1,310,446 

1,332,813 

1,320,362 

1,301,969 

1,277,091 

1,245,406 

1,206,103 

1,158,554 

1,102,279 

$ 717,999 

876,211 

908,176 

973,485 

1,043,323 

1,118,071 

1,198,167 

1,283,803 

1,375,524 

1,473,681 

66.3% 

59.9% 

59.5% 

57.6% 

55.5% 

53.3% 

51.0% 

48.4% 

45.7% 

42.8% 

Source: Gabriel Roeder Smith & Company. Gabnel Roedcr Smith & Company is the consulting actuary for the Retirement Funds, Projection 
is based on actuarial data as of December 3!, 2009. 

(1) In thousands of dollars. 
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TABLE 14 - PROJECTION OF FUTURE FUNDING STATUS - THE POLICE AND FIRE 
FUNDS (COMBINED)*" 

Actuarial Actuarial Unfunded Accrued 

Accrued Value of Actuarial Liabilities Funded 

Liability Assets (UAAL) Ratio 

ical Year (a) (b) (a-b) (b/a) 

2011 $13,112,409 $4,333,372 $ 8,779,037 33.0% 

2012 13,611,035 4,248,696 9,362,339 31.2% 

2013 14,113,679 4,128,833 9,984,846 29.3% 

2014 14,618,962 3,968,802 10,650,160 27.1% 

2015 15,127,100 3,766,920 11,360,180 24.9% 

2016 15,637,661 4,090,051 11,547,610 26 2% 

2017 16,151,574 4,431,683 11,719,891 27.4% 

2018 16,668,454 4,791,799 11,876,655 28.7% 

2019 17,186,311 5,170,647 12,015,664 30.1% 

2020 17,705,196 5,571,400 12,133,796 31.5% 

Source. Gabriel Roeder Smith & Company. Gabriel Roeder Smith & Company is the consulting actuary for the Retirement Funds, Projection 
is based on actuarial data as of December 31, 2009, 

{!) In thousands of dollars. 

As shown in Tables 12 and 13, based on the current legislative structure, actuarial projections 
indicate that MEABF will have a Funded Ratio of 23.5% and LABF will have a Funded Ratio of 42.8% 
by the end of fiscal year 2020. Furthermore, the actuary projects that the Funded Ratios of MEABF and 
LABF will continue to decrease beyond 2020. The lack of any corrective actions jeopardizes the 
solvency of MEABF and LABF. 

Based on the current legislative structure, as shown in Table 14, actuarial projections indicate that 
the combined Funded Ratio of the Police and Fire Funds will be 31.5% by the end of fiscal year 2020. 
This Funded Ratio is projected to have increased from a low Funded Ratio of 24.9% at the end of fiscal 
year 2015. The Funded Ratios of the Police and Fire Funds are projected to begin increasing in fiscal 
year 2016 as a result of the implementation of the P.A. 96-1495 Funding Plan, which requires that the 
Police and Fire Funds receive contributions sufficient to achieve a Funded Ratio of 90% by 2040. 
However, prior to the implementation of the P.A. 96-1495 Funding Plan, the Funded Ratio is projected to 
decrease annually because the Police and Fire Funds will continue to make contributions pursuant to the 
respecfive Multiplier until that time. See "—- Determination of City's Contribufions" above. 

The projections set forth in this Appendix were not prepared with a view toward complying with 
the guidelines estabHshed by the American Institute of Certified Public Accountants with respect to 
prospective financial information, but, in the view of the City's management, were prepared on a 
reasonable basis, reflect the best currently available estimates and judgments, and present, to the best of 
management's knowledge and belief, the expected course of action and the expected future financial 
performance of the City or the Retirement Funds, as applicable. However, this information is not fact and 
should not be relied upon as being necessarily indicative of fiiture results, and readers of this Official 
Statement are cautioned not to place undue reliance on the prospective fmancial information. Neither the 
City's independent auditors, nor any other independent auditors, have compiled, examined, or performed 
any procedures with respect to the prospective financial information contained herein, nor have they 
expressed any opinion or any other form of assurance on such information or its achievability and 
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disclaim any association' with, the prospective financial informalion. Neither the City's independent 
auditors, nor any other independent auditors, have been consulted in connection with the preparation of 
the prospective financial informalion set forth in this Official Statement, which is solely the product of the 
City or the Retirement Funds, as applicable, and the independenl auditors assume no responsibility for its 
content. 

In spring 2011, the Illinois House of Representatives ("House") considered a complex pension-
restructuring proposal in an amendment to Senate Bill 512 ("SB 512") which would have made 
significant reforms to MEABF and LABF. Among other changes, SB 512 would have required members 
of MEABF and LABF to choose between three tiers of benefits requiring different contribution rates. In 
addition. SR 512 wotilcl h:i\e fl.xed ihe Ciu's eoiilribuiion Ru MF.XBF and LABF lo ihc contributions 
made b}' the Ci!}' for levy yc:ir 20 K). Tlic .staled goai ol'ihc bii] WDS to cnacr pension rci'onm and address 
the long-term financial issues for MEABF and LABF and the City. The House suspended action on SB 
512 until the fall of 2011 at the earliest. No assurance can be given that SB 512 will be enacted in its 
current form. Furthennorc, no assurance can be given that SB 512 will not be enacted in an amended 
form that makes alternative changes to the Pension Code. In addition, there may be other legislation 
pending in either or both houses of the Illinois General Assembly that would affect the Pension Code. No 
assurance can be given that any such proposal will be enacted. 

The City recognizes lhat changes arc necessary to properly fund the Retirement Funds and is 
considering the options available to address the unfunded liability. Some or all of the options may require 
legislative changes to the Pension Code. In the event that a proposal is brought before the Illinois General 
Assembly, no assurance can be given that such proposal will be enacted. 

Report and Recommendations of the Commission to Strengthen Chicago's Pension Funds 

The information contained in this subsection describing the CSCP and the Final Report (each as 
defined herein) relies on infonnation produced by the CSCP, including the Final Report. The Final 
Report is available at www.chipabf org/6Financials/pension_commission.html; but the content of the 
Final Report and such website is not incorporated herein by such reference. The City makes no 
representation nor expresses any opinion as to the accuracy of Ihc Final Report, the statements made or 
the infomiation therein, some of which may be conflicting. 

On January 11, 2008, then Mayor Richard M. Daley announced the formation of the Commission 
to Strengthen Chicago's Pension Funds (the "CSCP"), which was composed of a broad cross-section of 
City officials, union leaders, pension fund executives, and business and civic professionals. The CSCP 
was charged with examining the Retirement Funds and recommending ways to improve the Funded Ratio 
of each Retirement Fund. The CSCP met several times in 2008 through 2010, and at the CSCP's final 
meeting on March 24, 2010, the CSCP endorsed its final report, with three commissioners dissenting. 
The CSCP's final report, which included letters from the dissenting commissioners, was submitted to 
Mayor Daley on April 30, 2010 (the "Final Report"). 

The CSCP's approval of the Final Report occurred before the enactment of the Pension Reform 
Act and P.A. 96-1495 and, therefore, does not consider the impact of these acts on the Retirement Funds. 
See "— Determination of City's Contributions" and "— Recent Legislative Changes" above for 
additional information on these acts. As described below, certain of the CSCP's fmdings and 
recommendations as contained in the Final Report are addressed by either act. 

The CSCP found that the fmancial health of the Retirement Funds had deteriorated due to a 
combination of factors, including the following: increasing liabilities due to enhanced benefits (e.g., non­
recurring early retirement programs that were not properly flinded); inadequate contributions, which were 
based upon a fixed percentage of payroll and not actuarial need (i.e., the Contribution Limitations); and 

E-25 



adverse market conditions leading to fluctuating returns on investments (in 2000-2002 and 2007-2009) 
which could not keep pace with growth in liabilities. With regard to the CSCP's finding of inadequate 
contributions, P.A. 96-1495 addresses this finding with regard to the Police and Fire Funds. As described 
in "— Determination of City's Contributions" and "— Recent Legislative Changes—P.A. 96-1495" 
above, the City's Pension Levy applicable to the Police and Fire Funds will be calculated as the level 
percentage of payroll necessary to reach the 90% Funded Ratio target by 2040 pursuant the P.A. 96-1495 
Funding Plan, which will significantly increase the City's contributions to the Police and Fire Funds 
beginning with the levy made in 2015 (and collectible in 2016). 

The CSCP found that due to the inadequate contributions, the Retirement Funds have had to use 
assets to pay current benefits, which in turn put pressure on the asset bases and Funded Ratios of the 
Retirement Funds. 

The CSCP modeled a set of scenarios for the Retirement Funds and found that, based on the 
actuarial assumptions in use by the Retirement Funds and the condition of the Retirement Funds at the 
end of 2009, the Retirement Funds would, in the absence of substantial changes to the Retirement Funds' 
fiinding policy and/or benefit structure, deplete all assets in each of the Refirement Funds at different 
dates but all within twenty years of the date of the Final Report. However, the CSCP's approval of the 
Final Report occurred before the enactment of the Pension Reform Act and P.A. 96-1495 and the 
depletion dates as estimated in the Final Report would not have taken into account the impact of such 
legislation. Sec "— Projection of Funded Status" above for the projections based upon the current 
legislative structure applicable to the Retirement Funds. 

The CSCP suggested that the issues related to the Retirement Funds need to be addressed as soon 
as possible and offered the following specific recommendations: 

• The defined benefit structure used by the Retirement Funds should remain (as opposed to a 
defined contribution structure); 

• New employees should continue to become members of the Retirement Funds; 
• The Retirement Funds should be funded on an actuarial basis; 
• Changes in the ReUrement Funds for new members, while recognized by the CSCP as 

undesirable, will probably be necessary; 
• Contributions to the Retirement Funds should be increased and revenue sources identified; 
• Employee contributions should not exceed the value of benefits on a career basis; 
• Review any provisions in current law for refiinds or for alternative benefit calculations to ensure 

that the anticipated financial results of a reform program are actually obtained; 
• In general, no changes in the Retirement Funds should be made unless financially neutral or 

advantageous to the Retirement Funds, now or in the future; 
• A variety of other reforms should be considered, including reforming potential abuses, 

establishing sound reciprocity with other Illinois public pensions, implemenfing new structures to 
manage investments of the Retirement Funds, and improving administration of disability claims 
and benefits; and 

• Any reform legislation must comprehensively and simultaneously address all aspects of the 
pension funding program. 

CSCP's recommendations were made prior to the enactment of the Pension Reform Act and P.A. 
96-1495. Certain of the CSCP's recommendations, including changes in the Retirement Funds for new 
members, were part of the Pension Reform Act (with regard to MEABF and LABF) and P.A. 96-1495 
(with regard to the Police and Fire Funds). 
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Diversion of Grant Money to Police and Fire Funds Under P.A. 96-1495 

P.A. 96-1495 allows the State Comptroller to divert grant money from the State intended for the 
City to either of the Police and Fire Funds to satisfy contribution shortfalls by the City. If the City fails to 
contribute to the Police and Fire Funds as required by the Pension Code, the City will be subject to a 
reallocation of grants of State funds to the City if (i) the City fails to make the required payment for 90 
days past the due date, (ii) the subject Retirement Fund gives notice of the failure to the City and (iii) such 
Retirement Fund certifies to the Comptroller that such payment has not been made. Upon the occurrence 
of these events, the State Comptroller will withhold grants of State fiinds from the City in an amount not 
in excess of the delinquent payment amount in the following proportions- (i) in fiscal year 2016, one-
third of Ihe Cit\ ".'̂  Slate granl money, (ii) in fiscal ycai 2017. tu o-lliirds of Ihc City's State grant money, 
and (in) ni ilscal year 2()i8 and in each fiscal year thereafter, lOO'J'o ul liic C ity's Slate jzrant tnoney 

GASB Exposure Drafts 

On July 8, 2011, GASB released two exposure drafts (the "Exposure Drafts") which propose to 
overhaul the manner in which govemments and pension plans account for and report information 
regarding those pension plans. If enacted in their current form, the Exposure Drafts would significantly 
alter the financial statements produced by the City and the Retirement Funds. However, because the City 
contributes to the Retirement Funds pursuant to the methods established in the Pension Code, the 
Exposure Drafts would not impact the contributions made by the City without legislative action. No 
assurance can be given that the Exposure Drafts will be adopted by GASB in their current form. 

OTHER POST-EMPLOYMENT BENEFITS 

General 

The City and the Retirement Funds share the cost of post-employment healthcare benefits 
available to City employees participating in the Retirement Funds through a single-employer, defined 
benefit healthcare plan (the "Health Plan"), which is administered by the City. The costs of the Health 
Plan arc shared pursuant to a settlement agreement (the "Settlement") entered into between the City and 
the Retirement Funds regarding the responsibility for payment of these health benefits as described below 
under "— The Settlement." 

The Health Plan provides health benefits to retirees. MEABF and LABF participants older than 
55 with at least 20 year.̂  of service and Police and Fire Plan participants older than 50 with at least 10 
years of service may become eligible for the Health Plan if they eventually become an annuitant. The 
Health Plan provides basic health benefits to non-Medicare eligible annuitants and provides supplemental 
health benefits to Medicare-eligible annuitants. 

Annuitants who participate in the Health Plan have their retiree health insurance premiums 
subsidized by both the City and the Retirement Fund of which they are a member. The City contributes a 
percentage subsidy to each eligible annuitant. Annuitants who retired prior to July 1, 2005 receive a 55% 
subsidy from the City, whereas annuitants retiring on or after such date receive a subsidy equal to 50%, 
45%, 40% or zero percent based on the annuitant's length of actual employment with the City. The 
Retirement Funds contribute a fixed dollar amount monthly ($65 for each Medicare-ehgible annuitant and 
$95 for each non-Medicare eligible annuitant) for each of their annuitants. The annuitants arc responsible 
for contributing the difference between the cost of their health benefits and the sum of the subsidies 
provided by the City and the related Retirement Fund. 

The subsidies provided by the Retirement Funds are paid from the Pension Levy, as provided in 
the Pension Code. These payments therefore reduce the amounts available in the Retirement Funds to 
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make payments on pension liabilides. See Tables 5-9 in "Retirement Funds—Funded Status of 
Retirement Funds" above for Retirement Funds' statement of net assets, which incorporates the expense 
related to the Health Plan as part of the "Administration" line item. The City makes the subsidy payments 
to the Health Plan from moneys derived from the Pension Levy. The Pension Levy is described in 
"Retirement Funds—Detenmination of City's Contribufions" above. In 2010, the net expense to the City 
for providing these benefits to approximately 24,253 annuitants and their dependents was approximately 
$97 million (after adjustment for certain amounts received after publication of the City's Comprehensive 
Armual Financial Report for the fiscal year ending December 31, 2010). 

The Settlement 

In 1987, the City sued the Retirement Funds with respect to the alleged obligation on the part of 
the City to provide healthcare benefits to certain retired City employees. The City maintained that it was 
not obligated to provide healthcare benefits to such retired employees. Certain retired employees 
intervened as a class in the litigation, and the Refirement Funds countersued the City. To avoid the risk 
and expense of protracted litigafion, the City and the other parties entered into the Settlement, the tenns of 
which have been renegofiated over time. The Settlement expires on June 30, 2013. The City contributes 
to the Health Plan as a result of the obligation established by the Settlement during the term of the 
Settlement (the "Settlement Period"). 

The Settlement docs not provide for continuation of the Settlement beyond the end of the 
Settlement Period. Therefore, barring further action by the parties to the Settlement to extend the 
Settlement Period, the City's obligation to subsidize a portion of its retirees' payments for healthcare 
benefits will cease at the end of the Settlement Period. No assurance can be given that such an extension 
will not occur. 

City Financing of the Health Plan 

The Health Plan is funded on a pay-as-you-go basis. Pay-as-you-go funding refers to the fact that 
assets are not accumulated or dedicated to funding the Health Plan. Instead, the City contributes the 
amount necessary to fund its share of the current year costs of the Health Plan. The City's contributions 
are made from fiinds derived from the Pension Levy, which is described above in "Retirement Funds— 
Determination of City's Contributions" as required by the Pension Code. Sec Table 16 below for a 
schedule of historical contributions made by the City to tlie Health Plan. 

Actuarial Considerations 

City Obligation 

The City has an Actuarial Valuation completed for its contribufions to the Health Plan annually. 
The purpose and process behind an Actuarial Valuation is described above in "Retirement Funds—The 
Actuarial Valuafion—Actuaries and the Actuarial Process." In addition, the Retirement Funds produce an 
Actuarial Valuation for the liability of such Refirement Fund to its retirees for the benefits provided under 
the Health Plan. 

Although these Actuarial Valuations all refer to the liability owed for the same benefits, the 
results of the Retirement Funds' Actuarial Valuafions differ significantly fi-om the City's Actuarial 
Valuation for two reasons. First, unlike with respect to its retirees' pensions, the City is responsible for 
only a portion of the liabilities owed under the Health Plan, and the City is responsible for that portion of 
the liability only for the Settlement Period. Second, the Actuarial Valuations of the City and the 
Retirement Funds differ because the actuarial methods and assumptions used for each purpose vary. 
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This Appendix of the Official Statement addresses the funded status of the City's obligafion to 
make payments for the post-employment healthcare benefits to be provided by the Health Plan and, 
therefore, the fimded status of the Retirement Funds' obligation with respect to the Health Plan will not be 
discussed herein. For additional infonnation on the amounts owed to members of the Retirement Funds 
for retiree healthcare benefits, see the Actuarial Valuations of the Retirement Funds, which are available 
as described in "Retirement Funds—Source Information" above, and Note 11(b) to the City's Basic 
Audited Financial Statements, appended to this Official Statement as Appendix C. 

Actuarial Methods and Assumptions 

Tlic ,'\ciiianal X'alualion for the Cil)''s obligation to Ihc Health Plan ulilizcs \'arioiis actuarial 
methods and ;'.ssumptions similar to those described in •"Rctircmein Funds'" above wnh respect to llic 
Retirement Funds. The City does not use an Actuarial Method to calculate the Actuarial Value of Assets 
of the Health Plan because no assets arc accumulated therein for payment of future benefits. As such, the 
Actuarial Value of Assets for the Health Plan is always zero. 

The City's Actuarial Valuation employs the Projected Unit Credit Method to allocate its costs. 
For more information on the Projected Unit Credit Method, see "Retirement Funds—Actuarial Methods" 
above. 

In the Actuarial Valuation for the fiscal year ended December 31, 2010, the actuarial assumptions 
included an annual healthcare cost trend rate of 12% initially, reduced by decrements to an uUimate rate 
of 10.5%. Both rates included a 3% inflation assumption. The Health Plan has not accumulated assets 
and does not hold any assets, however, the moneys expected to be used to pay benefits are assumed to be 
invested for durations which will yield an annual return rate of 3%. 

The Health Plan's UAAL is amortized over a closed 3-ycar period for purposes of the Actuarial 
Valuation, which reflects the remainder of the Settiemcnf Period. The use of a closed, 3-ycar period has 
the effect of increasing the Actuarially Required Contribution against the typical 30-year open 
amortization period because (i) the period of time over which the UAAL will be amortized is shorter, and 
(ii) the amortization period reduces in each year as opposed to remaining at 30 years for each period 
going forward. 

Funded Status 

The following tables provide infomiation on the fmancial health of the Health Plan. As the 
Health Plan is funded on a pay-as-you-go basis and no assets are accumulated to pay for the liabilities of 
the Health Plan, the Funded Ratio with respect to the Health Plan is perpetually zero. The UAAL of the 
Health Plan was $533,387 million as of December 31, 2009. 

Table 15 summarizes the current fmancial condition and the funding progress of the Health Plan. 
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TABLE 15 - SCHEDULE OF FUNDING PROGRESS (I) 

2006 
2007 
2008 
2009 

Actuarial 
Value of 
Assets 

Actuarial 
Accrued 
Liability 

$1,307,417 
1,062,864 

787,395 
533,387 

Unfunded 
Actuarial 
Accrued 
Liability 

$1,307,417 
1,062,864 

787,395 
533,387 

Funded 
Ratio 

0% 
0% 
0% 
0% 

Covered 
Payroll 

$2,502,154 
2,562,007 
2,475,107 
2,546,961 

UAAL as a 
Percentage of 

Payroll 

52.01% 
41.49% 
3i.8i% 
20.94% 

Sources: Comprehensive Annual Financial Report of (he City for Uie fiscal years ending December 31,2006-2010. 

(1) In thousands of dollars The City, as required, adopted GASB Statement No. 45 in fiscal year 2007 The information provided in this 
table was not produced pnor to 2007. 

Table 16 shows the amounts actually contributed to the Health Plan by the City. 

TABLE 16 - HISTORY OF CITY'S CONTRIBUTIONS*'* 

Actual City 
Contribution 

2007 $ 97,254 
2008 98,065 
2009 98,000 
2010 107,431 

Sources- Comprehensive Annual Financial Report of tlie City for the fiscal years ending 2007-2010. 

(1) In thousands of dollars. The City, as required, adopted GASB Statement No. 45 in fiscal year 2007, The information provided in (his 
table was not produced prior to 2007 

Retiree Health Benefits Commission 

The Settlement provides .for the creation of the Retiree Health Benefits Commission (the 
"RHBC"), which is tasked with reviewing proposed changes to retiree healdicare plans for the years 
2008-2013 and for making recommendafions conceming retiree health benefits after July 1, 2013. The 
RHBC's members arc appointed by the Mayor of the City for terms that do not expire. The Settlement 
requires that the RHBC be composed of experts who will be objective and fair-minded as to the interest of 
both retirees and taxpayers, and must consist of a representative of the City and a representafivc of the 
Retirement Funds. As of the date of this Official Statement, the RHBC has not released any statement or 
report conceming recommendations for post-employment healthcare benefits for City employees beyond 
the expiration of the Settlement on June 30, 2013. The recommendations to be made by the RHBC are 
not predictable and are unknown by the City at this time. The recommendafions of the RHBC arc not 
binding on the City. 
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APPENDIX F 

FORMS OF OPINIONS OF CO-BOND COUNSEL 



[THIS P A G E INTENTIONALLY LEFT B L A N K ] 



P R O P O S E D F O R M O F O P I N I O N O F C O - B O N D C O U N S E L 

I L E T T E R J I E A D O F C O - B O N D C O U N S E L I 

[ ro BE DATED CLOSING D A TEI 

We have examined a certified copv of the record of the proceedings (liie "Proceedin'^s ") of the City 
Council of the Ciiy of Chictigo (the "C//t"). including an ordinance adopted by Uic City Council oi'iiie Ciiy 
on the 5th day of October, 2011 (the "Ordinance"), as supplemented by a Notification of Sale (the 
"Notification of Sale"), relating lo the issue of its fully registered % General Obligation Bonds, Project 
Series 2011A (the "Bonds"), in the aggregate principal amount of S , dated 

, 2011, due on January I, 20 , subject to mandatory redemption, in integral multiples of 
$5,000 selected by lot at a redcmpfion price of par plus accrued interest to the redemption date, on January 1 
of the years and in the principal amounts as follows; 

The Bonds arc further subject to redemption prior lo maturity at the option of the City as a whole, or 
in part, on January 1, 20 , or on any date thereafter, at the redemption price of par plus accrued interest to 
the redemption date, as provided by the Ordinance and the Notification of Sale. 

The Bonds are authorized and issued pursuant to the provisions of Section 6 of Article VII of the 
Illinois Constitution of 1970 and by virtue of the Ordinance, and we are of the opinion that the Proceedings 
show lawful authority for said issue under the laws of the State of Illinois now in force. 

We have examined the form of bond prescribed for said issue and find the same in due form of law, 
and in our opinion said issue, in the amount named herein, is valid and legally binding upon the City, and all 
taxable property in the City is subject to the levy of taxes to pay the same without limitation as to rate or 
amount, except that the rights of the owners of the Bonds and the enforceability of the Bonds may be limited 
by bankruptcy, insolvency, moratorium, reorganization and other similar laws affecting creditors' rights and 
by equitable principles, whether considered at law or in equity, including the exercise of judicial discretion. 

It is our opinion that, subject to the City's compliance with certain covenants, under present law, 
interest on the Bonds is not includable in gross income of the owners thereof for federal income tax purposes 
and is not included as an item of tax preference in computing the altemative minimum tax for individuals and 
corporations under the Intemal Revenue Code of 1986, but is taken into account in computing an adjustment 
used in determining the federal alternative minimum tax for certain corporations. Failure to comply with 
certain of such City covenants could cause interest on the Bonds to not be excludable from gross income for 
federal income tax purposes retroactively to the date of issuance of the Bonds. Ownership of the Bonds may 
result in other federal tax consequences to certain taxpayers, and wc express no opinion regarding any such 
collateral consequences arising with respect to the Bonds. 
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Interest on the Bonds is not exempt from present State of Illinois income taxes. Ownership of the 
Bonds may result in other state and local tax consequences to certain taxpayers, and we express no opinion 
regarding any such collateral consequences arising with respect to the Bonds. 

We express no opinion herein as to the accuracy, adequacy or completeness of any informafion 
furnished to any person in connection with any offer or sale of the Bonds. 

In rendering this opinion, we have relied upon certifications of the City with respect to certain 
material facts within the City's knowledge. Our opinion represents our legal judgment based upon our 
review of the law and the facts that we deem relevant to render such opinion and is not a guarantee of a 
result. This opinion is given as of the date hereof and we assume no obligation to revise or supplement this 
opinion to reflect any facts or circumstances that may hereafter come to our attention or any changes in law 
that may hereafter occur. 
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PROPOSED F O R M OF OPINION OF C O - B O N D C O U N S E L 

|LETTERHEAD OF CO-BOND COUNSELl 

ITO BE DATED CLOSING DATE] 

Wc have examined a certified copv of the record of the proceedings (the "Proceednn.̂ 'i") of the City 
Council oi'iiie Cit> of Chicago (the "City"), including .in ordinance adopted by the Ciiy CuiinL'il ul'thc Ciiy 
on the 5th day of October, 2011 (the "Ordinance"), as supplemented by a Notification of Sale (the 
"Notification of Sale"), relating to the issue of its fully registered ^ % General Obligation Bonds, Taxable 
Project Series 201 IB (the "Bonds"), in the aggregate principal amount of $ , dated 

, 2011, due on January 1, 20 , subject lo mandatory redemption, in integral multiples of 
$5,000, at a redemption price of par plus accrued interest lo the redemption date, on January' I, 2041, in the 
principal amount of $ , and further subject to redemption prior to maturity at the opfion of 
the City upon the terms as provided by the Ordinance and the Notification of Sale. 

The Bonds are authorized and issued pursuant to the provisions of Section 6 of Article VII of the 
Illinois Constitution of 1970 and by virtue of the Ordinance, and we arc of the opinion that the Proceedings 
show lawful aulhonty for said issue under the laws of the State of Illinois now in force. 

We have examined the form of bond prescribed for said issue and fmd the same in due form of law, 
and in our opinion said issue, in the amount named herein, is valid and legally binding upon the City, and all 
taxable property in the City is subject to the levy of taxes to pay the same without limitation as to rate or 
amount, except that the rights of Ihc owners of the Bonds and the enforceability of the Bonds may be limited 
by bankruptcy, insolvency, moratorium, reorganization and other similar laws affecfing creditors' rights and 
by equitable principles, whether considered at law or in equity, including the exercise of judicial discretion. 

It is our opinion that under present law, interest on the Bonds is not excludable from gross income of 
the owners thereof for federal income tax purposes. Ownership of the Bonds may result in other federal 
income tax consequences to certain taxpayers. Bondholders should consult their own tax advisors 
conceming tax consequences of ownership of the Bonds. 

Interest on the Bonds is not exempt from present State of Illinois income taxes. Ownership of the 
Bonds may result in other slate and local tax consequences to certain taxpayers, and we express no opinion 
regarding any such collateral consequences arising with respect to the Bonds. 

We express no opinion herein as to the accuracy, adequacy or completeness of any information 
furnished to any person in connection with any offer or sale of the Bonds. 

In rendering this opinion, we have relied upon certifications of the City with respect to certain 
materia] facts within the City's knowledge. Our opinion represents our legal judgment based upon our 
review of the law and the facts that wc deem relevant to render such opinion and is not a guarantee of a 
result. This opinion is given as of the date hereof and we assume no obligation to revise or supplement this 
opinion to reflect any facts or circumstances that may hereafter come to our attenfion or any changes in law 
that may hereafter occur. 
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[THIS P A G E INTENTIONALLY LEFT B L A N K ] 



CITY OF C H I C A G O • GISNEEAL OIU.IGATION BONDS, PROJFXT SEKIES 2011A AKD TAXABLE PROJECT SERIES 2011B 



EXHIBIT B-1 

SUPPLEMENTAL OPINION OF CO-BOND COUNSEL 

Novembers, 2011 

BMO Capital Marlcets GKST Inc. 
Chicago, Blinois 

as Representative of the Underwriters 
named in the Bond Purchase Agreement 
described below 

City of Chicago 
33 North LaSalle Street, 6th Hoor 
Chicago, Illinois 60602 

Re: $210,640,000 General Obligation Bonds, Project Series 2011A 
$205,705,000 General Obligation Bonds, Taxable Project Series 201 IB 

Ladies and Gentlemen: 

This opinion is being delivered to you in connection with the authorization and 
sale of the above-referenced obligations (collectively, the "Bonds"). The Bonds have 
been delivered this date to the underwriters named in the Bond Purchase Agreement 
dated November 8, 2011 (the "Purchase Agreement"), between the City of Chicago (the 
"City"), and the Underwriters actmg through the Representative (as defmed in the 
Purchase Agreement), relating to the sale and purchase of the Bonds. Terms used and not 
defined herein shall have the meanings ascribed to them in the Piuchase Agreement. 

Based upon our examination of a certified copy of a record of the proceedings of 
the City Council of the City (the "City Council") related to the issuance of the Bonds, we 
are of the opinion that: 

1. Pursuant to an ordinance adopted by the City Council on the 5th 
day of October, 2011, authorizing the issuance of the Bonds (as supplemented by 
a Notification of Sale, the "Bond Ordinance"), the City has duly authorized, 
executed and delivered the Purchase Agreement and the Continuing Disclosure 
Undertaking (together with the Purchase Agreement, the "City Documents"), and, 
assuming the due authorization, execution, delivery and the binding effect on the 
other parties thereto, each of the City Documents constitutes a legal, valid and 
binding obligation of the City, enforceable against the City in accordance with its 
respective terms, except that the enforceability of the City Documents may be 
limited by bankruptcy, insolvency, moratorium, reorganization and other similar 



laws affecting creditors' rights and by equitable principles, whether considered at 
law of in equity, includmg the exercise of judicial discretion. 

2. Based upon our examination of such docmnents and questions of 
law as we have deemed relevant in coimection with the offering and sale of the 
Bonds under the circumstances described in the Official Statement, we are of the 
opinion that, under existing law, the Bonds are not required to be registered under 
the Securities Act of 1933, as amended, and the Bond Ordinance is not required to 
be qualified under the Trust Indenture Act of 1939, as amended. 

In rendering fhis opinion, we have relied upon certifications of the City with 
respect to certain material facts within the knowledge of the City. Our opinion represents 
our legal judgment based upon our review of the law and the facts that we deem relevant 
to render such opinion, and is not a guarantee of a result. This opinion is given as of the 
date hereof and we assume no obligation to revise or supplement this opinion to reflect 
any facts or circumstances that may hereafter corae to our attention or any changes in law 
that may hereafter occur. 

This opinion is furnished by us as Co-Bond Counsel to the City. No attorney-
client relationship has existed or exists between our firm and the Underwriters in 
cormection with the Bonds or by virtue of this opinion. This opinion is not intended to be 
relied upon by owners of the Bonds or by any other party to whom it is not specifically 
addressed. 

Very truly yours, 



EXHIBIT B-2 

LETTER OF CO-BOND COUNSEL 

November 2011 

BMO Capital Markets GKST Inc. . 
Chicago, Illinois 

as Representative of the Underwriters 
named in the Bond Purchase Agreement 
described below 

City of Chicago 
33 North LaSalle Street, 6th Floor 
Chicago, Illinois 60602 

Re: City of Chicago 
$210,640,000 General Obligation Bonds, Project Series 201 l A 

$205,705,000 General Obligation Bonds, Taxable Project Series 201 IB 

Ladies and Gentlemen: 

We have acted as Co-Bond Counsel in connection with the sale and issuance by 
the City of Chicago (the "City") of the above-referenced obligations (collectively, the 
"Bonds"). We have rendered our separate opinions, dated the date hereof, as to the 
validity, enforceability and tax status of interest on the Bonds. The Bonds have been 
delivered this date to the imderwriters named in the Bond Purchase Agreement dated 
Novembers, 2011, between the City and the Representative identified above (the 
"Underwriters"), relating to the sale and purchase of the Bonds. 

We have not been engaged nor have we undertaken to review or verify the 
accuracy, completeness or sufficiency of the information contained in or appended to the 
Official Statement dated November 8, 2011 (the "Official Statement") or other offering 
material relating to the Bonds, except that in our' capacity as Co-Bond Counsel in 
connection with the issuance of the Bonds we have reviewed the information contained in 
the Official Statement under die captions: "The BONDS" (except for the information 
relating to The Depository Trust Company and its book-entry system and operations), 
"SECURITY FOR THE BONDS" (except for any information contained in Appendix B 
referenced under such caption) and APPENDIX F—"Form of Opinions of Co-Bond 
Cotmsel," solely to determine whether such information and summaries conform to the 
Bonds and the ordinance adopted by the City Council of the City on the 5th day of 
October, 2011, authorizing the issuance of the Bonds as supplemented by a Notification 
of Sale, the, "Bond Ordinance"). The purpose of our professional engagement was not to 



establish or confirm factual matters in the Official Statement, and we have not undertaken 
any obligation to verify independently any of the factual matters set forth under these 
captions and reviewed by us. Subject to the foregoing, the summary descriptions in the 
Official Statement under such captions excepting those matters set forth above, as of the 
date of the Official Statement and as of the date hereof, insofar as such descriptions 
purport to describe or summarize certain provisions of the Bonds and the Bond 
Ordinance, are accurate summaries of such provisions in all material respects. In 
addition, the information in the Official Statement under the caption "TAX MATTERS" 

purporting to describe or summarize our opinions conceming certain federal tax matters 
relating to the Bonds has been reviewed by us and is an accurate summary in all material 
respects. Except as specifically described in this paragraph, we express no opinion herein 
with respect to and have not undertaken to determine independently the accuracy, 
fairness or completeness of any statements contained, appended or incorporated by 
reference in the Official Statement. 

By acceptance of this letter you recognize and acknowledge that: (i) the 
preceding paragraph is not a legal opinion but is rather in the nature of observations 
based on certain limited activities performed by specific lawyers in our firm in our role as 
Co-Bond Counsel to the City; (ii) the scope of those activities perfonned by us for 
purposes of delivering this letter was inherently limited and does not purport to 
encompass all activities necessary for compliance with applicable securities laws; 
(iii) those activities performed by us rely on third party representations, warranties, 
certifications, statements and opinions, including and primarily, representations, 
warranties and certifications made by the City, and are otherwise subject to the conditions 
set forth herein; (iv) we have not been engaged to act, and have not acted, as counsel to 
the Underwriters for any purpose in connection with the issuance of the Bonds; (v) no 
attorney-client relationship exists .or has at any time existed between us and the 
Underwriters in coimection with the Bonds or by virtue of this letter; and (vi) this letter is 
based upon our review of proceedings and other documents undertaken as part of our 
engagement with the City, and in order to deliver this letter we neither imdertook any 
duties or responsibilities to the Underwriters nor conducted any activities in addition to 
those undertaken or conducted for the benefit of, and requested by, the City. 
Consequently, we make no representation that our review has been adequate for the 
Underwriters' purposes. 

This letter is solely for the benefit of the Underwriters and the City and may not 
be used, quoted, relied upon or otherwise referred to for any other purpose or by any 
other person (including any person purchasing any of the Bonds from the Underwriters) 
without our prior written consent. This letter is given as of the- date hereof and we 
assume no obligation to revise or supplement this letter to reflect any facts or 
circumstances that may hereafter come to our attention; 

Very truly yours, 



EXHIBIT C 

OPINION OF CORPORATION COUNSEL OF THE CITY 



"November , 2011 

BMO Capital Markets GKST hic. 
as Representative of the Underwriters 
named in the Bond Purchase Agreement, 
dated November 8, 2011 between such 
Underwriters and the City of Chicago 

Ladies and Gentlemen: 

This opmion is given to you pursuant to Section 10(a)(v) of that certain conixact 
dated November 8, 2011 (the "Bond Purchase Agreement") between the City of Chicago 
(the "City") and BMO Capital Markets GKST Inc., as representative of a group of 
Underwriters, respecting the purchase of City of Chicago $210,640,000 General 
Obligation Bonds, Project Series 201 l A , and $205,705,000 General Obligation Bonds, 
Taxable Project Series 201 IB (collectively, the "Bonds") which are being issued pursuant 
to an ordinance adopted by the City Council of the City on October 5, 2011 (the 
"Ordinance"). Unless otherwise defined herein, capitalized terms used herein shall have 
the meanings assigned to them in the Bond Purchase Agreement. 

In connection widi the issuance of the Bonds, I have caused to be examined a 
certified copy of the record of proceedings of the City Coimcil of the City pertaining to 
the issuance of the Bonds by the City, the Official Statement dated November 8, 2011, 
relating to the Bonds (the "Official Statement"), and executed counterparts, where 
applicable, of the following documents: 

(a) the Ordmance; 

(b) the Bond Purchase Agreement; and 

(c) that certain Continuing Disclosure Undertaking dated the date hereof 
pursuant to the requirements of Section (b) (5) of Rule 15c-12 of the 
Securities and Exchange Commission (the "Undertaking"). 

On the basis of such examination and review of such other information, records 
and documents as was deemed necessary or advisable, I am of the opinion that: 

1. The City is a honie rule imit of local govemment duly organized and 
existing under the Constitution and laws of the State of Illmois with full 
power and authority, among other things, to adopt the Ordinance, to 
authorize, issue and sell the Bonds, and to execute and deliver the Bond 
Purchase Agreement and the Undertaking. 
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2. The Bond Purchase Agreement and the Undertaking have been duly 
authorized, executed and delivered by, and the Ordinance has been duly 
adopted by, the City, and, assuming the due execution and delivery by the 
other parties thereto, as appropriate, such instruments constitute legal and 
valid obligations of the City in each case enforceable in accordance with 
then respective terms except as may be limited by bankruptcy, insolvency 
and other laws affecting creditors' rights or remedies and the availability 
of equitable remedies generally. 

3. To my knowledge, compliance with the provisions of the Bonds, the 
Ordinance, the Bond Purchase Agreement and the Undertaking does not 
conflict in a material manner with, or constitute a material breach of or 
material default under, any applicable law, administrative regulation, court 
order or consent decree of the State of Illinois, or any department, 
division, agency or instrumentality thereof or of the United States of 
America or any ordinance, agreement or other instrument to which the 
City is a party or is otherwise subject. 

4. To my knowledge, all approvals, consents and orders of and filings 
(except with respect to state "blue sky" or securities laws) with any 
governmental authority, board, agency or commission having jurisdiction 
which would constitute conditions precedent to the performance by the 
City of its obligations under the Ordinance, the Bond Purchase 
Agreement, the Undertaking and the Bonds have been obtained. 

5. There is no litigation or proceeding pending, or to my knowledge, 
threatened, materially affecting the existence of the City or seeking to 
restrain or enjoin the issuance, sale or delivery of the Bonds, or contesting 
the validity or enforceability of the Bonds, the Ordinance, the Bond 
Purchase Agreement or the Undertaking, or the completeness or accuracy 
of the Official Statement, or the powers of the City or its authority with 
respect to the Bonds, the Ordinance, the Bond Purchase Agreement or the 
Undertaking. 

Nothing has come to my attention which would lead me to believe that the 
Official Statement (excluding information imder the caption "THE BONDS - Book-Entry 
System," relating to The Depository Tmst Company, "RATINGS," 
"UNDERWRITING," and "TAX MATTERS," Appendices C and F, mformation sourced 
in Appendices A, B, D and E to sources other than the City or departments thereof, any 
information in or omitted from the Official Statement relating to any information 
fiimished by the Underwriters for use in the Official Statement, the fmancial statements 
and all other financial and statistical data contained in the Official Statement, including 
the Appendices thereto) contains an untme statement of a material fact or omits to state a 
material fact necessary to make the statements therein, in the light of the circumstances 
under which they were made, not misleading m any material respect. 
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No opinion is expressed as to any "blue sky" or other securities laws or as to the 
laws regarding taxation of any state or the United States of America, or any disclosure or 
compliance related thereto. 

The statements contained herein are made in an official capacity and not 
personally and no personal responsibility shall derive from them. Further, the only 
opinions that are expressed are the opinions specifically set forth herein, and no opinion 
is implied or should be inferred as to any other matter or transaction. 

No one other than you shall be entitled to rely on this opinion. 

Very tmly yours. 

Stephen R. Patton 
Corporation Counsel 
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EXHIBIT D 

OPINION OF CO-UNDERWMTERS' COUNSEL 



November _ , 2011 

BMO Capital Markets GKST hic. 
as Representative of the Underwriters 
named in the Bond Purchase Agreement, 
dated November 8, 2011, between such 
Underwriters and the City of Chicago 

Re: $416,345,000 City of Chicago 
General Obligation Bonds, Project Series 2011A 
General Obligation Bonds, Taxable Project Series 201 IB 

Dear Ladies and Gentlemen: 

We have acted as co-underwriter's counsel to BMO Capital Markets GKST Inc., as 
Representative of the Underwriters named in the Bond Purchase Agreement, dated November 8, 
2011 (the "Bond Purchase Agreement") between the City of Chicago (the "City") and BMO 
Capital Markets GKST Inc., as Representative of the Underwriters, in cormection with the 
purchase by the Underwriters of $416,345,000 aggregate original prmcipal amount of General 
Obhgation Bonds, Project Series 2011A and General Obligation Bonds, Taxable Project Series 
201 IB (collectively, the "Bonds"). This opinion is being rendered at the request of the 
Representative pursuant to Section 10(a)(vi) of the Bond Purchase Agreement. Capitalized 
terms used and not otherwise defmed herein have the meanings as defmed in the Bond Purchase 
Agreement. 

For piuposes of rendering this opinion, we have examined originals or executed copies 
of: (i) the Bond Purchase Agreement, (ii) the Ordinance, (iii) the Undertaking, and (iv) the legal 
opinions, agreements and certificates delivered pursuant to Section 10(a) of the Bond Purchase 
Agreement (collectively, the "Documents"). We have also participated in the preparation of the 
Official Statement dated November 8, 2011 (the "Official Statement") relatmg to the Bonds. In 
our examinations, we have assumed the legal capacity of natural persons, the genuineness of 
signatures on, and the authenticity of, all documents so examined, the conformity to originals of 
all documents submitted to us as copies, and that all records and other information made 
available to us, and on which we have relied, are complete in all respects. 

Based upon and subject to our examination as described above and subject to the 
qualifications set forth herein, we are of the opinion that: 

1. • No registration is required under the Securities Act of 1933, as amended, with 
respect to the issuance of the Bonds, and no ordinance or indenture in respect of the 
Bonds is required to be qualified under the Tmst Indenture Act of 1939, as amended. 

2. The Undertakmg complies with the requhements of paragraph (b)(5) of 

D-2 



Regulation §240.15c2-12 (Rule 15c2-12) adopted by the Securities and Exchange 
Commission tmder the Securities Exchange Act of 1934, as in effect as of the date of the 
Closing. 

3. The statements contained in the Official Statement under the captions 
"UNDERWRITING" and "SECONDARY MARKET DISCLOSURE" insofar as such 
statements purport to summarize or describe certain provisions of the Bond Purchase 
Agreement or the Undertaking, as the case may be, constitute a fair and accurate 
summary of such provisions. 

We are not expressing (and cannot express) any opinion or view with respect to the 
authorization, issuance, delivery or validity of the Bonds, the tax exemption of die Bonds or the 
interest paid on the Bonds. Because the purpose of our professional engagement was not to 
establish factual matters and because of the wholly or partially nonlegal character of many of the 
determinations involved in the preparation of the Official Statement, we are not passing upon 
and do not assume responsibility for the accuracy, completeness or fairness of the statements 
contained in the Official Statement and make no representation that we have independently 
verified the accuracy, completeness or fairness of such statements. Without limiting the 
foregoing, we assume no responsibility for, and have not independently verified, the accuracy, 
completeness or fairness of the fmancial statements, notes to financial statements, tables and 
other financial, economic, market and statistical data included or incorporated by reference in the 
Official Statement and the appendices to the Official, and we have not reviewed the accoimting, 
financial or statistical records from which such financial statements, schedules, appendices and 
data are derived. We note that we are not experts within the meaning of the Securities Act of 
1933, as amended, with respect to such fmancial statements or schedules or the other financial, 
economic, market, or statistical data included or incorporated by reference therein. During the 
preparation of the Official Statement, however, we participated in conferences with you, Co-
Bond Counsel, Corporation Counsel for the City and officials, employees and agents of the City, 
at which conferences the contents of the Official Statement and related matters were discussed. 
On the basis of the foregoing, but without independent verification of factual matters, nothing 
has come to our attention which would lead us to believe that the Official Statement and the 
Appendices thereto contain any statement which, at the time and in the light of the circumstances 
under which it is made, is false or misleading with respect to any material fact or omits to state a 
material fact necessary to make the statements therein, at the time and in the light of the 
circumstances under which they are made, not false or misleading; provided that we express no 
view as to: (i) any fmancial or statistical information included in the Official Statement or the 
Appendices thereto, including Appendix B and Appendix C, Appendix D and Appendix E 
thereto, and (ii) the description of DTC in the Official Statement and the information included in 
the Official Statement under the caption 'THE BONDS — Book-Entry System." 

Our opinions and advice expressed herein are limited to the matters expressly stated 
herein and no opinion is implied or may be inferred beyond the matters expressly stated. 

Our opinions and advice expressed herein are rendered as of the date hereof and are 
based on existing law which is subject to change. We do not undertake to advise you of any 
changes in the opinions and advice expressed herein from matters that may hereafter arise or be 
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brought to our attention or to revise or supplement such opinions and advice should the present 
laws of any jurisdiction be changed by legislative action, judicial decision, or otherwise. 

This opinion and advice are solely for the information of the addressees hereof and are 
not to be quoted in whole or in part or otherwise referred to (except in a list of closing 
documents), nor are they to be fUed with any govemmental agency or other person, without our 
prior written consent. Other than the addressees hereof, no one is entitled to rely on this opinion 
and advice. 

Very tmly yours, 
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EXHIBIT E 

REPRESENTATION LETTER 

City of Chicago BMO Capital Markets GKST hic. 
Department of Finance as Representative of the Underwriters 
33 North LaSalle Street, 6* Floor named m the Bond Purchase Agreement, 
Chicago, Illinois 60602 dated November 8, 2011 between such 
Attn.: Deputy Comptroller of Financial Policy Underwriters and the City of Chicago 

Pursuant to the Bond Purchase Agreement dated November 8, 2011 (the 
"Purchase Agreement") among the City of Chicago (the "City") and BMO Capital 
Markets GKST Inc. as representative (the "Representative'') of the underwriters named 
therem (each an "Underwrite^) relating to the City's $210,640,000 General Obligation 
Bonds, Project Series 2011A (the "Series 2011A Bonds"), and $205,705,000 General 
Obligation Bonds, Taxable Project Series 201 IB (the "Taxable Series 20113 Bonds'^ 
(collectively, the "Bonds"), each of the undersigned Underwriters severally represents to 
the City that: 

(1) Neither the Underwriter, nor any Affiliate thereof is listed on any of the 
following lists mamtained by the Office of Foreign Assets Control of the U.S. 
Department of the Treasury, the Bureau of Industry and Security of the U.S. Department 
of Commerce, the U.S. Department of State or their successors, or on any other list of 
persons or entities with which the City may not do business under any applicable law, 
rule, regulation, order or judgment: the Specially Designated Nationals List, the Denied 
Persons List, the Unverified List, die Entity List, the List of Statutorily Debarred Parties 
and the Excluded Parties List. 

For purposes of this representation, "Affiliate," when used to indicate a 
relationship with a specified person or entity, means a person or entity that, directly or 
indirectly, through one or more intermediaries, controls, is controlled by or is under 
common control with such specified person or entity, and a person or entity shall he 
deemed to be controlled by another person or entity, if controlled in any manner 
whatsoever that results in control in fact by that other person, or entity (or that other 
person or entity and any persons or entities with whom that other person or entity is 
acting jointly or in concert), whether directly or indirectly and whether through share 
ownership, a trust, a contract or otherwise. 

(2) The undersigned Underwriters agree that m the event that any Underwriter 
or any of its Affiliates appears on any of the lists described in paragraph (1) above, at any 
tipie prior to the Closing (as defmed in the Purchase Agreement) with respect to the 
Bonds, that Underwriter shall be deemed to have submitted to the Representative, Exhibit 
D to the Agreement Among Underwriters (Instmctions, Terms And Acceptance) -
Withdrawal From Agreement Among Underwriters. 
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IN WITNESS WHEREOF, the parties hereto have caused this Representation 
Letter in coimection with the Bonds to be executed by their duly authorized 
representatives as of the date written below. 

Dated: Nov. g 
,2011 

BMO CAPITAL MARKETS GKST 
INC. 

Its: Managing Director 

JEFFERIES & COMPANY 

By: 
Its: 

ESTRADA HINOJOSA & CO., INC. 

By: 
Its: 

KEYBANC CAPTIAL MARKETS 
INC. 

By: 
Its: 

MESIROW FINANCIAL, INC. 
By: LEBENTHAL &C0. LLC 

Its: 

BACKSTOM MCCARLEY BERRY & 
CO., LLC 
By: 
Its: 

GARDNER RICH, LLC 

By: 
Its: 

GUZMAN & COMPANY 

By: 
Its: 

By: 
Its: 

SIEBERT BRANDFORD SHANK & 
CO., L L C . 

By: 
Its: 
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fN WITNESS WHEREOF, the parties hereto have caused this Representation 
Letter in connection with the Bonds to be executed by tiieir duly authorized 
representatives as of the dale written below. 

Dated: KltA/-tJ ^2011 

BMO CAPITAL MARKETS GKST 
INC. 

By: 
Its: Senior Managing Director 

JEFFERJES & COMPANY 

By: 
Its: 

ESTRADA HI & GO., INC. 

MESIROW FINANCIAL, INC. 

Its: 

By: 

KEYBANC CAPITAL MARKETS 
INC. 

By: 
Its: 

LEBENTHAL &C0. LLC 

By: 
Its: 

BACKSTOM MCCARLEY BERRY & 
CO., LLC 
By: 
Its: 

GARDNER RICH, LLC 

By: 
Its: 

GUZMAN & COMPANY 

By: 
Its: 

SIEBERT BRANDFORD SHANK & 
CO., L.L.C. 

By: 
Us: 
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IN WITNESS WHF,RE0F, the parties hereto have caused tliis Representation 
Letter in cormection with the Bonds to be executed by their duly authorized 
representatives as of the date wriUen below. 

Dated: M<^- ̂  2011 

BMO CAPITAL MARKETS GKST 
INC. 

By: 
Its: Senior Managing Director 

ESTRADA HINOJOSA & CO., INC. 

By: 
Its: 

JEFFERIES & COMPANY 

By: 
its: 

KEYBANC CAPITAL MARKETS 
INC. 

By: 
Its: 

FINANCIAL, INC. 
By: LEBENTHAL &C0. LLC 

By: -. 
Its: 

BACKSTOM MCCARLEY BERRY & 
CO., LLC 
By: 
Its: 

GARDNER RICH, LLC 

By: 
Its: 

GUZMAN & COMPANY 

By: 
Its: 

SIEBERT BRANDFORD SHANK & 
CO., L L C . 

By: 
Its: 
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IN WITNESS WHEREOF, the parties hereto have caused this Representation 
Letter in connection with the Bonds to be executed by their duly authorized 
representatives as of the dale written below. 

Dated: NoV- f ) , 2011 

BMO CAPITAL MARKETS GKST 
INC. 

By: 
Its: Senior Managing Director 

ESTRADA HINOJOSA & CO., INC. 

By: 
Its: 

JEFFERIES & COMPANY 

By: 
Us: 

KEYBANC CAPITAL MARKETS 
INC. 

By: 
lis: 

MESIROW FINANCIAL, INC. 

Us: 

By: LEBENTHAL &C0. LLC 

By: 
Its: 

BACKSTOM MCCARLEY BERRY & 

Its: H ^MAf^ft^ ib \' r-Cc^OY 

GARDNER RICH, LLC 

SIEBERT BRANDFORD SHANK & 
CO., L L C . 

By: 
Us: 

By: 
Us: 

GUZMAN & COMPANY 

By: 
Its: 
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IN WITNESS WHEREOF, the parties hereto have caused this Representation 
Letter in connection with the Bonds to be executed by their duly authorized 
representatives as of the date written below. 

Dated: November S ,201 

BMO CAPITAL MARKETS GKST 
INC. 

By: 
Its: Senior Managing Director 

ESTRADA HINOJOSA & CO., INC. 

By: 
Its: 

JEFFERIES & COMPANY 

By: 
Its: 

KEYBANC CAPITAL MARKETS 
INC. 

By: 
Its: 

MESIROW FINANCIAL, INC. 
By: LEBENTHAL &C0. LLC 

Its: 

BACKSTOM MCCARLEY BERRY & 
CO., LLC 
By: 
Its: 

G U Z M A N & COMPANY 

By: 
Us: 

By: 
Us: 

SIEBERT BRANDFORD SHANK & 
CO., L.L.C. 

By: 
Its: 
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IN WITNESS WHEREOF, the parties hereto have caused this Representation 
Letter in connection with the Bonds to be executed by their duly authorized 
representatives as of the date written below. 

Dated: , 2011 

BMO CAPITAL MARKETS GKST 
INC. 

By: 
It.s: Senior Mumging Director 

JEFFERIES & COMPANY 

By: 
Its: 

ESTRADA HINOJOSA & CO., INC. 

By: 
Us: 

KEYBANC CAPITAL MARKJiTS 
INC. 

By: 
Us: 

MESIROW FINANCIAL INC. 
By: LEBENTHAL &C0. LLC 

Us: 

BACKSTOM MCCARLEY^BERRY & 
CO., L L C 
By: 
Its: 

GARDNER RICH, LIJZ 

By: 
Us: 

G U Z M A N t& COMPANY 

By: Uv^ t> W 
Us: ^^lO 

By: 
Us: 

SIEBERT BRANDFORD SHANK & 
CO., L L C . 

By: 
Us: 
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IN WITNESS WHEREOF, the parties hereto have caused this Representation 
Letter in connection with the Bonds to be executed by their duly authorized 
representatives as of the date written below. 

Dated: HCK/. '& 2011 

BMO CAPITAL MARKETS GKST 
INC. 

By: 
Its: Senior Managing Director 

ESTRADA HINOJOSA & CO., INC. 

By: 
its: 

JEFFERIES & C 0 M 1 > A N Y 

Us: .^-tuTor yicTWp^ lAe.^^k-

KEYBANC CAPITAL MARKETS 
INC. 

By: 
Its: 

MESIROW FINANCIAL, INC. 
By: LEBENTHAL &CO. LLC 

Us: 

BACKSTOM MCCART^EY BERRY & 
CO., LLC 
By: 
its: 

GARDNER RICH, LLC 

By: 
Its: 

GUZMAN & COMPANY 

By: 
Its: 

By: 
Us: 

SIEBERT BRANDFORD SHANK & 
CO., L.L.C. 

By: 
Its: 
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IN WITNESS WHEREOF, the parties hereto have caused this Representation 
Letter in connection with the Bonds to be executed by their duly authorized 
representatives as of the date written below. 

Dated; November 29 . 2011 

BMO CAPITAL MARKETS GKST 

n̂ c. 

By: 
Its: Senior Managing Director 

JEFFERIES & COMPANY 

By: 
Its: 

ESTRADA HINOJOSA & CO., INC. 

By: 
Its: 

KEYBANC CAPITAL MARKETS 
INC. 

By:, 
Its: Managing Director 

MESIROW FINANCIAL, UMC. 
By: LEBENTHAL &CO. LLC 

Us: 

BACKSTOM MCCARLEY BERRY & 
CO., LLC 
By: 
Its: 

GARDNER RICH, LLC 

By: 
Its: 

GUZMAN & COMPANY 

By: : 
Its: 

By: 
Its: 

SIEBERT BRANDFORD SHANK & 
CO., L.L.C. 

By: 
Its: 
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IN WITNESS WHEREOF, the parties hereto have caused this Representation 
Letter in connection with the Bonds to be executed by their duly authorized 
representatives as of the date written below. 

Dated: MO^-'S , 2011 

BMO CAPITAL MARKETS GKST 
INC. 

By: 
Its: Senior Managing Director 

ESTRADA HINOJOSA & CO., INC. 

By: 
Us: 

JEFFERIES & COMPANY 

By: 
Its: 

KEYBANC CAPITAL MARKETS 
INC. 

By: 
Its: 

MESIROW FINANCIAL, INC. 

Us: 

By: LEBENTHAL &CO. LLC 

BACKSTOM MCCARLEY BERRY & 
CO., LLC 
By: 
Us: 

GARDNER RICH, LLC 

By: 
Its: 

GUZMAN & COMPANY 

By: 
Its: 

SIEBERT BRANDFORD SHANK & 
CO., L L C . 

By: 
Its: 
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IN WITNESS WHEREOF, the parties hereto have caused this Representation 
Letter in connection with the Bonds to be executed by their duly audiorizcd 
representatives as of the date written below. 

Dated: M Q \ / - ^ ,2011 

BMO CAPITAL MARKETS GKST 
INC. 

By: 
Us: Senior Managing Director 

ESTRADA HINOJOSA & CO., INC. 

By: 
Its: 

JEFFERIES & COMPANY 

By: 
Its: 

KEYBANC CAPITAL MARKETS 
INC. 

By: 
Us: 

MESIROW FINANCIAL, INC. 
By: LEBENTHAL &C0. LLC 

Its: 

BACKSTOM MCCARLEY BERRY & 
CO., LLC 
By: 
Its: 

GARDNER RICH, LLC 

By: 
Its: 

GUZMAN & COMPANY 

By: 
Its: 

By: 
Us: 

SIEBERT BRANDFORD SHANK & 
CO., L L C . 
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EXHIBIT F 

FORM OF NEGATIVE ASSURANCES LETTER ADDRESSED TO UNDERWRITERS 



November ,2011 

BMO Capital Markets GKST hic, 
as Representative of the Underwriters 
named in the Bond Purchase Agreement 
described below 

115 South LaSalle Street, 36di Floor 
Chicago, Illmois 60603 

Re: City of Chicago 
$210,640,000 General Obligation Bonds, Project Series 2011A and , 

$205,705,000 General Obligation Bonds, Taxable Project Series 201 IB 
(collectively, die "Bonds") 

Ladies and Gentlemen: 

We have acted as disclosure counsel to the City of Chicago (the "City") solely hi 
connection with the information contained in the section titled '*THE CITY — Retirement 
Funds and Other Post-Employment Benefits" and in Appendix E — "RETIREMENT FtJNDS 
AND OTHER POST-EMPLOYMENT BENEFTTS" (collectively, the "Pension Section") of the 
Official Statement dated November 8, 2011 (the "Official Statement") relating to die 
Bonds issued by the City on this date. 

In accordance with our understanding with the City, we have reviewed the 
Pension Section, certificates of officers of the City and other appropriate persons, and 
such other records, reports, opinions and documents, and we have made such 
investigations of law, as we have deemed appropriate as a basis for the conclusion 
hereinafter expressed. As to facts material to the views expressed herein, we have, with 
your consent, relied upon oral or written statements or representations of officers or other 
representatives or agents of or consultants to the City and of or to the Municipal 
Employees' Annuity and Benefit Fund of Chicago, the Policemen's Armuity and Benefit 
Fund of Chicago, the Firemen's Armuity and Benefit Fund of Chicago, and the Laborers' 
and Retirement Board Employees' Annuity and Benefit Fund of Chicago (collectively, 
the "Retirement Funds"), including the representations and warranties of the City in the 
Bond Purchase Agreement dated November 8, 2011 between the City and BMO Capital 
Markets GKST Inc., on behalf of itself and the other underwriters named therein 
(collectively, the "Underwriters"). We have not independently verified such matters. 
Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto 
in the Official Statement. 
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In arriving at the conclusion hereinafter expressed, we are not expressing any 
opinion or view on, and with your permission are assummg and relying on, the validity, 
accuracy and sufficiency of the records, reports, documents, certificates and opinions 
referred to above (including the accuracy of all factual matters represented and legal 
conclusions contained therein). We have assumed that all records, reports, documents, 
certificates and opinions that we have reviewed, and the signatures thereto, are genuine. 

We are not passmg upon, and do not assume any responsibility for, the accuracy, 
completeness or fauness of any of the statements contained in the Pension Section and 
make no representation that we have independently verified the accuracy, ̂ completeness 
or faimess of any such statements. In our capacity as disclosure counsel to the City, to 
assist it in discharging its responsibility with respect to the Pension Section, we 
participated in conferences and correspondence with your representatives, representatives 
of the City, the City's attorneys, representatives of the Retirement Funds, co-counsel to 
the Underwriters, and other persons involved in the preparation of information for the 
Pension Section, during which the contents of the Pension Section and related matters 
were discussed and revised. The purpose of our professional engagement was not to 
establish or confirm factual, matters set forth in the Pension Section, and we have not 
undertaken any obligation to verify independently any of the factual matters set forth 
therein. Moreover, many of the determinations required to be made in the preparation of 
the Pension Section involve matters of a non-legal nature. Based on our participation in 
the above-mentioned conferences and correspondence, and in reliance thereon and on our 
limited review of the records, reports, documents, certificates, statements, 
representations, warranties, opinions and matters mentioned above, without independent 
verification, we advise you as a matter of fact and not opinion that, during our 
engagement as disclosure counsel to the City in connection with the Pension Section, no 
facts came to the attention of the attorneys in our firm rendering legal' services in 
coimection with such limited role which caused us to believe that the Pension Section 
(apart from the fmancial statements or other fmancial, operating, numerical, accounting 
or statistical data or forecasts, estimates, projections, assumptions or expressions of 
opinion contained or incorporated therein, as to which we do not express any conclusion 
or belief) contained as of its date or contains as of the date hereof any untme statement of 
a material fact or omitted or omits to state a material fact required to be stated therein or 
necessary in order to make the statements made therein, in the light of the circumstances 
under which they were made, not misleading. No responsibility is undertaken or 
statement rendered herein with respect to any other portions of the Official Statement or 
any other disclosure document, materials or activity, or as to any infomiation from 
another document or source referred to by or incorporated by reference in the Official 
Statement. 
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By acceptance of this letter you recognize and acknowledge that: (i) the preceding 
paragraph is not a legal opinion but is rather in the nature of negative observations based 
on certain limited activities performed by specific lawyers in our firm during our 
engagement to the City as disclosure counsel in connection with the Pension Section; 
(ii) the scope of those activities performed by us for purposes of delivering this letter was 
inherently limited and does not purport to encompass all activities necessary for 
compliance with applicable securities laws; (iii) those activities performed by us rely on 
third party representations, warranties, certifications, statements and opinions, including 
and primarily, representations, warranties and certifications made by the City, and are 
otherwise subject to the conditions set fordi herem; (iv) we have not been engaged to act, 
and have not acted, as your counsel for any purpose in cormection with the issuance of 
the Bonds; (v) no attomey-client relationship exists or has at any tune existed between us 
in connection with the Bonds or by vhme of this letter; and (vi) this letter is based upon 
our review of proceedings and other documents undertaken as part of our engagement 
witii the City, and m order to deliver this letter we neither undertook any duties or 
responsibilities to you nor conducted any activities in addition to those undertaken or 
conducted for the benefit of, and requested by, the City. Consequently, we make no 
representation that our review has been adequate for your purposes. 

Our firm, in its separate capacity as Co-Bond Counsel, has rendered on this date 
(i) separate opinions with respect to the validity of the Bonds or the taxation thereof or of 
the interest thereon, and (ii) a separate negative assurances letter with respect to certain 
odier portions of the Official Statement. As such and m accordance with our 
understanding with the City, we express herein no opinion or belief with respect to the 
validity of the Bonds or the taxation thereof or of the interest thereon, and our expression 
of belief with respect to the Pension Section assumes the validity of the Bonds and the tax 
treatment of the interest payable thereon for federal mcome tax purposes, all as set fortii 
in the opinions of Co-Bond Counsel. 

This letter is famished by us in our limited capacity as disclosure counsel to the 
City in connection with die Pension Section and is solely for the benefit of tiie 
Underwriters. This letter may not be used, quoted, relied upon or otherwise referred to 
for any other purpose or by any other person (including any person purchasing any of the 
Bonds from the Underwriters) without our prior written consent. This letter is given as of 
the date hereof and we assume no obligation to revise or supplement this letter to reflect 
any facts or chcumstances that may hereafter come to our attention. 

Respectfully submitted. 
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NEW ISSUE-GLOBAL BOOK ENTRY RATINGS: See "RATINGS" herein. 

Subject to compliance by the City wiifi certain covenants, in the opinion of Chapman and Cutler LLP, 
Chicago, Blinois, and CotiUas and Associates, Chicago, Illinois C'Co-Bond Counsel"), under present law, interest 
on the Series 201 lA Bonds is not includable in gross income of the oumers thereof forfederal income tax purposes 
and is not included as an item of tax preference in computing the federal alternative minimum taxfor individuals 
and corporations, but such interest is taken into account in computing an adjustment used in determining Um 
federal altemative minimum lax for certain corporations. Interest on the Taxable Series 2011B Bonds is rwt 
excludable from gross income forfederal income tax purposes. Interest on the Bonds is not exempt from present 
State of Illinois income taxes. See "TAX MA TTERS" hei'ein for a more complete discussion. 

$416,345,000 
CITY OF CHICAGO 

$210,640,000 General Obligation Bonds, 
Project Series 2011A 

$205,705,000 General Obligation Bonds, 
Taxable Project Series 201 IB 

Dated: Date of Delivery Due: January 1, as shown on the inside front cover page 

The Genetal Obligation Bonds, Project Series 20UA (tlie "Series 2011A Bonds") and the General Obligation 
Bonds, Taxable Project Series 2011B (the "Taxable Series 2011B Bonds," and together with the Series 2011A Bonds, 
the "Bonds") will be issuable as fully registered bonds and will be registered in the name of Cede & Co., as registered 
owner and nominee of The Depository Trust Company, New York, New York ("DTC"). DTC will act as securities 
depository for the Bonds. Purchasers of the Bonds will not receive certificates representing their interests in the 
Bonds purchased. Ownership by the beneficial owners of the Bonds will be evidenced by book-entry only. The 
Bonds will be issued only as fully registered bonds in denominations of $5,000 or any integral multiple thereof. 

Interest on the Bonds will accrue from the date of issuance and be payable on each January 1 and July 1, 
commencing July 1,2012. Principal of and interest on the Bonds will be paid by Wells Fargo Bank, National Association, 
Chicago, Illinois, as bond registiar and paying agent, to DTC, which in turn will remit such principal and interest 
payments to its participants for subsequent disbursement to the beneficial owners of the Bonds. As long as Cede & 
Co. is the registered owner as nominee of DTC, payments on the Bonds will be made to such registered owner, and 
disbursal of such payments will be the responsibility of DTC and its participants. See "THE BONDS — Book-Entry 
System." 

The Bonds are direct and general obligations of the City of Chicago (the "City") and all taxable property in the 
City is subject to the levy of taxes to pay the same without Umitation as to rate or amount. The City has pledged its 
full faith and credit for the payment of the principal of and interest on the Bonds. 

Proceeds of the Bonds will be used as described herein. See "PLAN OF FINANCING." 

The Bonds are subject to redemption prior to maturity as described herein. See "THE BONDS — Redemption." 

For maturities, principal amounts, interest rates, prices and CUSIP niunbers of the Bonds, see the 
inside front cover page. 

The Bonds are being offered when, as and if issued, and subject to the delivery of approving legal opinions 
by Co-Bond Counsel, and to certain other conditions. Certain legal matters will be passed on for the City by its 
Corporation Counsel and for the Underwriters by Duxme Morris LLP, Chicago, Illinois, and Hardwick Law Firm, 
LLC, Chicago, Illinois, Co-Underwriters' Counsel. Chapman and Culler LLP, Chicago, Illinois, wiU also serve 
in a separate capacity as Special Disclosure Counsel to the City with respect to pension disclosure matters. It is 
expected that the Bonds will be available for delivery through the facilities of DTC on or about November 30,2011. 

B M O C a p i t a l M a r k e t s 

E s t r a d a H i n o j o s a & C o . , Inc. M e s i r o w F inanc ia l , Inc. 

Backstrom McCarley Berry & Co., L L C Gardner Rich, L L C Guzman & Company 

Jefferies & Company KeyBanc Capital Markets Inc. 

Lebenthal & Co. LLC Siebert Brandford Shank & Co., L .L.C. 

Dated: Novembers, 2011 



MATURITIES, AMOUNTS, INTEREST RATES, PRICES AND CUSIP NUMBERS 

$210,640,000 
General Obligation Bonds 

Project Series 2011A 

$19,070,000 4.625% Serial Bonds due January 1, 2032, Price 98.389% CUSIP^: 167486 NE5 
$63,045,000 5.250% Term Bonds due January 1, 2035, Price 102.758%* CUSIP^ 167486 NF2 
$128,525,000 5.000% Term Bonds due January 1, 2040, Price 99.398% CUSIP^ 167486 NGO 

•Priced to the January 1, 2021 call date. 

$205,705,000 
General Obligation Bonds 

Taxable Project Series 2011B 

$205,705,000 6.034% Term Bonds due January 1, 2042, Price 100.000% CUSIP^: 167486 NN5 

^ Copyright 2011, American Bankers Association. CUSIP data herein are provided by Standard & Poor's, CUSIP 
Service Bureau, a Division of The McGraw-Hill Companies, Inc. The CUSEP numbers listed are being provided 
solely for the convenience of the bondholders only at the time of issuance of the Bonds and the City does not make 
any representation with respect to such numbers or undertake any responsibility for their accuracy now or at any 
time in the fliture. The CUSIP number for a specific maturity is subject to change after the issuance of the Bonds 
as a result of various subsequent actions including, but not limited to, a refimding in whole or in part of such 
maturity or as a result of the procurement of secondary market portfolio msurance or other similar enhancement by 
investors that is appHcable to all or a portion of certain maturities of the Bonds. 
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Certain information contained in, or incorporated by reference in, this Official Statement has been 
obtained by the City of Chicago (the "City") from The Depository Trust Company and other sources that 
are deemed reliable. No representation or warranty is made, however, as to the accuracy or completeness 
of such information by the Underwriters or the City. The Underwriters have provided the following 
sentence for inclusion in this Official Statement: The Underwriters have reviewed the information in this 
Official Statement in accordance with and as part of their responsibilities to investors under the federal 
securities laws as applied to the facts and circumstances of this transaction, but the Underwriters do not 
guarantee the accuracy or completeness of such information and nothing contained in this Official 
Statement is or shall be relied upon as a promise or representation by the Underwriters. This Official 
Statement is being used in connection with the sale of securities as referred (o herein and may not be used, 
in whole or in part, for any other purpose. The delivery of this Official Statement at any time does not 
imply that information herein is correct as of any time subsequent to its date. 

No dealer, broker, salesperson or any other person has been authorized by the City or the 
Underwriters to give any information or to make any representation other than as contained in this 
Official Statement in connection with the offering described herein and, if given or made, such other 
information or representation must not be relied upon as having been authorized by any of the foregoing. 
This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy any 
securities other than those described on the cover page, nor shall there be any offer to sell, solicitation of 
an offer to buy or sale of such securities in any jurisdiction in which it is unlawful to make such offer, 
solicitation or sale. Neither this Official Statement nor any statement that may have been made verbally 
or in writing is to be construed as a contract with the registered or beneficial owners of the Bonds. 

This Official Statement, including the Appendices, except for certain information in APPENDIX 
D — "ECONOMIC, DEMOGRAPHIC AND SUPPLEMENTAL INFORMATION" and sourced to 
parties other than the City, contains certain opinions, estimates and forward-looking statements and 
information, including projections, that are based on the City's beliefs as well as assumptions made by 
and information currently available to the City. Such opinions, estimates, projections and forward-looking 
statements set forth in this Official Statement were not prepared with a view toward complying with the 
guidelines established by the American Institute of Certified Public Accountants with respect to 
prospective financial information, but, in the view of the City, were prepared on a reasonable basis, reflect 
the best currently available estimates and judgments, and present, to the best of the City's knowledge and 
belief, the expected course of action and the expected fliture financial performance of the City. However, 
this information is not fact and should not be relied upon as being necessarily indicative of future results, 
and readers of this Official Statement are cautioned not to place imdue reliance on such opinions, 
statements or prospective financial information. 

The prospective financial information set forth in this Official Statement, except for certain 
mformation sourced to parties other than the City, is solely the product of the City. Neither the City's 
independent auditors, nor any other independent auditors, have compiled, examined, or performed any 
procedures with respect to, or been consulted in connection with the preparation of, the prospective 
financial information contained herein. The City's independent auditors assume no responsibility for the 
content of the prospective financial information set forth in this Official Statement, disclaim any 
association with such prospective fmancial information, and have not, nor have any other independent 
auditors, expressed any opinion or any other form of assurance on such information or its achievability. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION 
NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES 
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS OFFICIAL 
STATEMENT. ANY REPRESENTATION TO THE CONTRARY M A Y BE A CRIMINAL OFFENSE. 

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, 
AS AMENDED, NOR HAS THE ORDINANCE BEEN QUALIFIED UNDER THE TRUST 
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INDENTURE ACT OF 1939, AS AMENDED, IN RELIANCE UPON EXEMPTIONS CONTAINED IN 
SUCH ACTS. THE REGISTRATION OR QUALIFICATION OF THE BONDS IN ACCORDANCE 
WITH APPLICABLE PROVISIONS OF LAW OF THE STATES IN WHICH THE BONDS H A V E 
BEEN REGISTERED OR QUALIFIED AND THE EXEMPTION FROM REGISTRATION OR 
QUALIFICATION IN OTHER STATES CANNOT BE REGARDED AS A RECOMMENDATION 
THEREOF. 

IN CONNECTION WITH Tl iE OFFERING OF THE BONDS, THE UNDERWRITERS M A Y 
OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET 
PRICES OF THE BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN 
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, M A Y BE DISCONTINUED AT 
ANY TIME. THE PRICES AND OTHER TERMS RESPECTING THE OFFERING AND SALE OF 
THE BONDS M A Y BE CHANGED FROM TIME TO TIME BY THE UNDERWRITERS AFTER THE 
BONDS ARE RELEASED FOR SALE, AND THE BONDS M A Y BE OFFERED AND SOLD AT 
PRICES OTHER THAN THE INITIAL OFFERING PRICES, INCLUDING SALES TO DEALERS 
WHO M A Y SELL THE BONDS INTO INVESTMENT ACCOUNTS. 

IV 



OFFICIAL STATEMENT 

$416,345,000 
CITY OF CHICAGO 

$210,640,000 General Obligation Bonds, 
Project Series 2011A 

$205,705,000 General Obligation Bonds, 
Taxable Project Series 2011B 

INTRODUCTION 

This Official Statement {including the cover page and Appendices hereto) is flimished by the City 
of Chicago (the "City") to provide information with respect to $210,640,000 aggregate principal amount 
of General Obligation Bonds, Project Series 2011A (the "Series 2011A Bonds") and $205,705,000 
aggregate principal amount of General Obligation Bonds, Taxable Project Series 201 IB (the "Taxable 
Series 201 IB Bonds," and together with the Series 201 lA Bonds, the "Bonds"). 

The proceeds from the sale of the Bonds will be used to (i) pay for a portion of the costs of the 
Project (as defmed herein), (ii) fund capitalized interest on the Bonds, and (iii) pay the costs of issuance 
on the Bonds (including the underwriters' discount). See "PLAN OF FINANCING" and "SOURCES 
AND USES OF FUNDS." 

The Bonds are authorized by an ordinance adopted by the City Council of the City (the "City 
Council") on October 5, 2011 (the "Ordinance"). 

THE CITY 

The City was incorporated in 1837. The City is a municipal corporation and home mle unit of 
local govemment under the Illinois Constimtion of 1970 and as such, "may exercise any power and 
perfonn any function pertaining to its govemment and affairs including, but not limited to, the power to 
regulate for the protection of the public health, safety, morals and welfare; to license; to tax; and to incur 
debt" except that it can "impose taxes upon or measured by income or eamings or upon occupation" only 
if authorized by stamte. 

The General Assembly of the State of Illinois (the "State") may, by a three-fifths vote of each 
house, limit the ability of a home rule municipality to levy taxes. The General Assembly may similarly 
limit the debt that the City may incur, except that the General Assembly does not have the power to limit 
the debt payable from property taxes to less than three percent of the assessed valuation of the taxable 
property in the City. To date, the General Assembly has not imposed limits on the City's ability to levy 
taxes under its home rule powers or to incur debt payable from real property taxes. See APPENDIX A — 
"REAL PROPERTY TAX SYSTEM AND LIMITS — Property Tax Limit Considerations — State of 
Illinois." 

For certain economic, demographic and budgetary information conceming the City, see 
APPENDIX D — "ECONOMIC, DEMOGRAPHIC AND SUPPLEMENTAL INFORMATION." 

Corporate Fund 

The Corporate Fund of the City is used to account for all financial resources of the City except 
those required to be accounted for in special revenue or enterprise fiinds. Information for the Corporate 



Fund is presented in the City's basic financial statements. The basic financial statements of the City for 
the year ended December 31, 2010 are included as APPENDIX C to this Official Statement. 

2010 Corporate Fund Operations. Under generally accepted accounting principles, actual 
revenues and other financing sources of approximately $3,129.9 million exceeded expenditures and other 
financing uses of approximately $3,047.5 million for the City's fiscal year ending December 31, 2010. 
On December 31, 2010, the Corporate Fund balance was approximately $135.5 million including an 
unreserved balance of approximately $81.2 million. 

2011 Corporate Fund Budget The City's 2011 Corporate Fund budget was approved by the 
City Council on November 17, 2010. The budget totals $3,263.7 million, reflecting an increase of $84.0 
million or approximately 2.6% of the 2010 Corporate Fund budget The 2011 budget balances a 
preliminary shortfall of $654.7 million by reducing costs, better managing resources and utilizing 
strategic fmancial options, including the reduction of 277 full-time budgeted positions. Sec "—Use of 
Nonrecurring Revenue Sources for Budgetary Purposes" below. 

Use of Nonrecurring Revenue Sources for Budgetary Purposes. Due to severe economic 
condidons over recent years, the City has used nomecurring revenue sources for budgetary purposes. 
This use has taken the form of expending asset concession reserves. The Skyway reserve flinds (the 
"Skyway Reserves") were established in 2005 m the amoimt of $975 million from the upfront proceeds 
received by the City in connection with the closing of the long-term concession and lease of the Chicago 
Skyway. The parking meter system reserve funds (the "Parking Meter Reserves") were established in 
2009 in the amount of $1.15 billion from the upfront proceeds received by the City in cormection with the 
closing of the lung-ierm coiicessiuii of tlie Chicago Metered Paiking System. In 2010, the City made a 
net transfer of approximately $458 million from the Skyway Reserves and the Parking Meter Reserves to 
the Corporate Fund to offset declining revenues. The 2011 Corporate Fund Budget makes certain changes 
to the 2010 transfers of concession transaction reserve proceeds and provides for the transfer of $288 
million in Skyway Reserves and Parking Meter Reserves to the Corporate Fund. The balances in the 
concession transaction reserves at the end of fiscal year 2011 are expected to be $500 million for the 
Skyway Reserves and $124 million for the Parking Meter Reserves. The 2011 Corporate Fund Budget 
also reflects that the City will declare a surplus in 26 tax increment fmancing districts within the City and 
generate an expected amount of $40.2 million to the Corporate Fund for 2011. 

2012 Corporate Fund Budget On October 12, 2011, the Mayor submitted his proposed budget 
for fiscal year 2012 to the City Council. The Mayor's proposal provides for a Corporate Fund Budget of 
$3,086.6 million reflecting a decrease of $177.1 million or 5.4% compared to the 2011 Corporate Fund 
Budget. The City expects to pass a balanced 2012 Corporate Fund Budget before December 31, 2011. 
The proposed Corporate Fund Budget for 2012 balances a preliminary shortfall of $635.7 million by 
reducing costs, better managing resources, raising certain revenues and reducing Corporate Fund-
budgeted positions by more than 2,100. See APPENDIX D — "ECONOMIC, DEMOGRAPHIC AND 
SUPPLEMENTAL INFORMATION — 2012 Budget Proposal." 

Annual Budget Process 

Prior to 2011, the Budget Director would prepare by August 1 of each year the Preliminary 
Budget Estimate Report for the following fiscal year. The Preliminary Budget Estimate Report included a 
statement of expenditures and revenues for tiie most recently completed calendar year, a statement of the 
amounts received and expended during the first six months of the current calendar year, an estimate of 
year-end expenditures and revenues for the current calendar year, and a statement of estimated 
expenditures and revenues for the following fiscal year. The Preliminary Budget Estimate Report 
forecast a gap (or surplus) of revenues versus expenses and set the stage for the formal budget process. 



On May 20, 2011, Mayor Emanuel issued Executive Order 2011-7 (the "Executive Order"). 
Pursuant to the Executive Order, the Budget Director was directed to issue by July 31 a long-term budget 
and fmancial analysis (the "Annual Financial Analysis") to provide the framework for the development of 
the City's aimual operating and capital budgets for the following fiscal year. The Annual Financial 
Analysis was directed to be developed by the Budget Director with input from the Mayor's Economic, 
Budgetary, and Business Development Council; the Deputy Mayor; the Chief Financial Officer; the City 
Comptroller; City departments and sister agencies; elected officials; and other relevant parties. 

The Annual Financial Analysis includes an historical analysis of the City's revenues and 
expenditures, a financial forecast and analyses of the City's rcscr\'cs, capital program, debt and pensions 
The City released its Annual Financial Analysis for 2012 on July 29, 2011 

In developing an annual budget recommendation, the Budget Director considers the proposed 
annual budgets submitted by all the departments and agencies whose budgets will become part of the 
City's proposed budget for the following year. The final recommendation compiles a budget 
recommendation that balances expenditures to forecasted available resources detailed in the Annual 
Financial Analysis and is submitted to the Mayor. Once approved by the Mayor, it is then submitted as 
the Mayor's Recommendation to City Council for consideration through the City Council's Committee on 
Budget and Govemment Operations. The City's proposed budget may be changed by the City Council 
through amendments made in the Committee on Budget and Govemmental Operations. The Committee 
and then the full City Council vote on the budget and any amendments. 

When the City Council has approved the proposed annual budget as the aimual appropriation 
ordinance, it is forwarded to the Mayor for approval. Should the Mayor veto the approved annual 
appropriation ordinance, the City Council, with a two-thirds vote, may override the veto. The City 
Council may also refiise to approve the Mayor's proposed annual budget. In such a case, the appropriate 
process for passage of the City budget may have to be judicially determined. By law, the City must have 
a balanced budget approved by December 31 of the year preceding the budget year. 

Collective Bargaining Agreements 

The City has collective bargaining agreements with a coalition of various trade unions (including 
Laborers, Teamsters, Carpenters, and Electricians), representing approximately 6,600 employees. The 
agreements cover the period from July 1, 2007 through June 30, 2017, and provide for annual wage 
increases. The agreements were ratified by the City Council and went into effect on December 12, 2007. 

The City also has a collective bargaining agreement with the Illinois Nurses Association, 
covering approximately 100 public health nurses employed by the City. The agreement covers the period 
from July 1, 2007 through June 30, 2012, and provides for annual wage increases. The agreement was 
ratified by the City Council and went into effect on March 14, 2008. The City also has a collective 
bargaining agreement with the American Federation of State, County and Municipal Employees, covering 
approximately 3,720 administrative, clerical, professional, human services and library employees. The 
agreement covers the period from July 1, 2007 through June 30, 2012, and provides for annual wage 
increases. The agreement was ratified by the City Council and went into effect on August 5, 2008. 

The City remains in negotiafions with the Public Safety Employees Bargaining UnitTJnit II 
(covering approximately 2,500 non-swom, non-Fire Department public safety employees) for a successor 
agreement to the collective bargaining agreement covering the period July 1, 2007 through December 31, 
2010, and which has remained in effect during negotiations for the successor agreement. The 2011 
Corporate Fund budget includes funds for wage increases and anticipated wage increases with respect to 
this successor agreement. 



The City reached agreements with the Police Lieutenants and Captains Associations on collective 
bargaining agreements covering approximately 222 Police Lieutenants and 49 Police Captains. Each 
agreement covers the period from July 1, 2007 through June 30, 2012. These two agreements were 
ratified by the City Council in February, 2010. The City concluded negotiations with the FOP, covering 
approximately 11,000 employees, and submitted the dispute to binding arbitrarion pursuant to the Illinois 
Public Labor Relations Act. In April 2010, the arbifrator issued his award, the terms of which were 
ratified by the City Council on June 30, 2010. The City also reached agreement with the Police Sergeants 
Association, and that agreement was also ratified by the City Council on June 30, 2010. The arbitrator's 
award for the FOP contract provides for wage increases effecfive in each of the years 2007 through 2012. 
The 2011 Corporate Fund budget includes funds for the 2011 wage increases mandated by the arbitrator's 
award. These same increases in base salary for the members of FOP will be applied to the three separate 
bargaining units representing approximately 1,180 Police Sergeants, 222 Police Lieutenants, and 49 
Police Captains. The 2011 Corporate Fund budget includes funds for these increases in base salary for 
2011 for the three separate bargaining units. 

The City also has a collective bargaining agreement with the Chicago Fire Fighters Union, Local 
2, covering approximately 5,000 employees. The agreement covers the period from July 1, 2007 through 
June 30, 2012, and provides for aimual wage increases. The agreement was ratified by the City Council 
and went into effect on March 9, 2011. 

Retirement Funds and Other Post-Employment Benefits 

The City provides funding for four retirement funds (the "Retirement Funds"), which provide 
benefits upon retirement, death or disability to employees and beneficiaries. As described in APPENDIX 
E — "RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS — RETIREMENT 
FUNDS," the benefits provided to members of the Retirement Funds and the City's contribufions to the 
Retirement Funds are govemed by the provisions of the Illinois Pension Code (the "Pension Code"), and 
the Retirement Funds' sources of funding come from the City's confributions, the employees' 
contributions and investment income on the Retirement Funds' assets. The City's contributions and the 
employees' contributions are based upon what is established under the Pension Code and are not based on 
the actuarially recommended levels. The unfunded liability to the Retirement Funds poses significant 
financial challenges and the City is considering the options available to rectify this situafion. For a 
description of the Retirement Funds, the manner of funding the Retirement Funds, their historical and 
projected funded status, and recent legislative changes affecting the Retirement Funds, see APPENDIX E 
— "RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS — RETIREMENT 
FUNDS." The foregoing description is qualified in its entirety by reference to APPENDIX E — 
"RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS — RETIREMENT 
FUNDS," which a prospective purchaser of the Bonds should read in its entirety. 

The City and the Retirement Funds share the cost of post-employment healthcare benefits 
available to City employees participating in the Retirement Funds through a single-employer, defined 
benefit healthcare plan (the "Health Plan"), which is administered by the City. As described in Appendix 
E — "RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFFFS — OTHER POST-
EMPLOYMENT BENEFITS," the costs of the Health Plan are shared pursuant to a settlement agreement 
entered into between the City and the Retirement Funds regarding the responsibility for payment of these 
health benefits. The Health Plan is funded on a pay-as-you-go basis and as such assets are not 
accumulated or dedicated to fimding the Health Plan. For a description of the post-employment 
healthcare benefits, the manner of fimding such benefits and the fimded status of the benefits, see 
APPENDIX E — "RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS — 
OTHER POST-EMPLOYMENT BENEFITS." The foregoing description is qualified in its entirety by 
reference to APPENDIX E — "RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT 



BENEFITS — OTHER POST-EMPLOYMENT BENEFITS," which a prospective purchaser of the 
Bonds should read in its entirety. 

City Investment Policy 

The investment of City funds is govemed by the Municipal Code of Chicago (the "Municipal 
Code"). Pursuant to the Municipal Code, the City Treasurer has adopted a Statement of Investment Policy 
and Guidelines for the purpose of establishing written cash management and investment guidelines to be 
followed by the City Treasurer's office in the investment of City funds. See APPENDIX C — "CITY OF 
CHICAGO BASIC FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 2010 — 
Holes (1) and (4)." 

PLAN OF FINANCING 

General 

The proceeds from the sale of the Bonds will be used as described below. For additional 
information, see "SOURCES AND USES OF FUNDS." 

Financing of the Project 

A portion of the net proceeds of the Bonds will be used by the City to finance one or more of the 
following projects (collectively, the "Project"): (i) public right-of-way infrastructure improvements in 
City neighborhoods, including street and alley constmction and improvements, lighting improvements, 
sidewalk improvements and replacement, and curb and gutter repairs and replacement; (ii) infrastructure 
improvements to enhance the development of economic activity, including industrial street construction 
and improvements, streetscaping, median landscaping, demolition of hazardous, vacant or dilapidated 
buildings that pose a threat to public safety and welfare, shoreline reconstruction, riverbank stabilization, 
residential and commercial infrastructure redevelopment and railroad viaduct clearance improvements; 
(iii) transportation improvements (to City property and facilities and to property and facilities located 
within the City limits which are owned by other govemmental entities), including street resurfacing, 
bridge and freight turmel rehabilitation, traffic signal modernization, new traffic signal installation, 
intersection safety improvements and transit facility improvements; (iv) grants or loans to assist not-for-
profit organizations or educational or culmral institutions, or to assist other municipal corporations, units 
of local govemment, school districts, the State of Illinois or the United States of America; (v) cash flow 
needs of the City; (vi) the acquisition of personal property, including, but not limited to, computer 
hardware and software, vehicles or other capital items useful or necessary for City purposes; (vii) the duly 
authorized acquisition of improved and unimproved real property within the City for municipal, 
industrial, commercial or residential purposes, or any combination thereof, and the improvement, 
demolition and/or remediation of any such property; (viii) constmcting, equipping, altering and repairing 
various municipal facilities including fire stations, police stations, libraries, senior and health centers and 
other municipal facilities; (ix) the enhancement of economic development within the City by making 
direct grants or loans to, or deposits to funds or accounts to secure the obligations of, not-for-profit or for-
profit organizations doing business or seeking to do business in the City; (x) the funding of (A) judgments 
entered against the City, (B) certain settlements or other payments required to be made by the City as a 
condition to the resolution of lifigation or threatened litigation or arbitration and (C) such escrow accounts 
or other reserves as shall be deemed necessary for any of said purposes; (xi) the payment of certain 
contributions to the Policemen's Annuity and Benefit Fund of Chicago, the Firemen's Annuity and 
Benefit Fund of Chicago, the Municipal Employees', Officers' and Officials' Annuity and Benefit Fund 
of Chicago and the Laborers' and Retirement Board Employees' Annuity and Benefit Fund of Chicago; 
(xii) the provision of facilities, services and equipment to protect and enhance public safety, including, 



but not limited to, increased costs for police and fire protection services, emergency medical services, 
staffmg at the City's emergency call center and other City facilities, and enhanced security measures at 
airports and other major City facilities; and (xiii) acquiring motor vehicles for a term of years or lease 
period. 

SOURCES AND USES OF FUNDS 

The following table sets forth the sources and uses of Bond proceeds. 

SOURCE OF FUNDS: 
Principal Amount of the Bonds 
Net Issue Premium 
Total Sources of Funds 

Series 2011A 
Bonds 

$210,640,000 
657.843 

$211.297.843 

Taxable Series 
2011B 
Bonds 

$205,705,000 

$205.705.000 

Total 

$416,345,000 
657.843 

USES OF FUNDS: 
Costs of Project 
Capitalized Interest on the Bonds 
Costs of Issuance (including the 

underwriters' discount) 
Total Uses of Funds 

$187,929,000 
22,092,834 

1.276.009 
12JI.25 

$178,470,000 
25,825,858 

1.409.142 
$205.705.000 

$366,399,000 
47,918,692 

2.685.151 

THE BONDS 

General 

Each series of Bonds will be dated the date of issuance, will mature on January 1 of the years and 
in the amounts set forth on the inside front cover page of this Official Statement, and will bear interest 
from the date of issuance. The Bonds will be issued only as fully registered bonds in denominations of 
$5,000 or any integral multiple thereof 

The Bonds will bear interest at the rates set forth on the inside front cover page of this Official 
Statement, on the basis of a 360-day year of twelve 30-day months. Interest on the Bonds will be payable 
on January 1 and July 1 of each year, commencing July 1, 2012, to the person in whose name the Bond is 
registered as of the 15th day of the month next preceding any such interest payment date. Each Bond will 
bear interest from the later of its date of issuance or the most recent interest payment date to which 
interest has been paid until the principal amount of such Bond is paid. 

Wells Fargo Bank, National Association, Chicago, Illinois (the "Bond Regisfrar"), will serve as 
bond registrar and paying agent for the Bonds. Principal of and interest on the Bonds will be payable in 
lawful money of the United States at the designated corporate trust office of the Bond Registrar. 

The Bonds will be initially registered through the book-entry system (the "Book-Entry System") 
operated by The Depository Trust Company, New York, New York ("DTC"). Details of payments of the 
Bonds when in the book-entry form and the Book-Entry System are described below under the subcaption 
"— Book-Entry System." Except as described under the subcaption "— Book-Entry System — General" 
below, beneficial owners of the Bonds will not receive or have the right to receive physical delivery of 
Bonds, and will not be or be considered to be the registered owners thereof Accordingly, beneficial 
owners must rely upon (i) the procedures of DTC and, if such beneficial owner is not a Direct or Indirect 



Participant (as defined below), the Direct or Indirect Participant who will act on behalf of such beneficial 
owner to receive notices and payments of principal and interest or redemption price of the Bonds and to 
exercise voting rights, and (ii) the records of DTC and, if such beneficial owner is not a Direct or Indirect 
Participant, such beneficial owner's Direct or Indirect Participant, to evidence its beneficial ownership of 
the Bonds. So long as DTC or its nominee is the registered owner of the Bonds, references herem to the 
owners of the Bonds shall mean DTC or its nominee and shall not mean the beneficial owners of such 
Bonds. The laws of some states may require that certain purchasers of securities take physical delivery of 
such securities in definitive form. Such limits and laws may impair the ability to transfer beneficial 
interests in a Bond. 

Payment of the Bonds 

Principal of each Bond and redemption premium, if any, will be payable in lawful money of the 
United States upon presentation and surrender of such Bond at the designated corporate trust office of the 
Bond Regish-ar. 

Payment of the installments of interest on each Bond shall be made to the registered ovraer of 
such Bond as shown on the registration books of the City maintained by the Bond Registrar at the close of 
business on the 15th day of the month next preceding each interest payment date and shall be paid by 
check or draft of the Bond Registrar mailed to the address of such registered owner as it appears on such 
registration books or at such other address furnished in writing by such registered owner to the Bond 
Registrar or, at the option of any registered owner of $ 1,000,000 or more in aggregate principal amount of 
the Bonds, by wire transfer of immediately available funds to such bank in the continental United States 
of America as such registered owner shall request in writing to the Bond Registrar. 

Redemption 

The Bonds are subject to both optional and mandatory redemption prior to maturity, as described 
below. The Bonds shall be redeemed only in principal amounts of $5,000 and integral multiples thereof 

Optional Redemption of the Series 201 lA Bonds. The Series 2011A Bonds are redeemable prior 
to maturity at the option of the City, in whole or in part, on any date on or after January 1, 2021, and if 
less than all of the outstanding Series 2011A Bonds are to be redeemed, the Series 2011A Bonds to be 
called shall be called by lot in the manner hereinafter provided, at a redemption price equal to the 
principal amount of the Series 2011A Bonds being redeemed plus accrued interest to the date fixed for 
redemption. 

The City is authorized to sell or waive any right the City may have to call any of the Series 
2011A Bonds for optional redemption, in whole or in part; provided, that such sale or waiver will not 
adversely affect the exclusion of interest on the Series 2011A Bonds for federal income tax purposes. 

Optional Redemption of the Taxable Series 20118 Bonds with Make Whole Payment. The 
Taxable Series 201 IB Bonds shall be subject to redempfion prior to maturity at the opfion of the City, in 
whole or in part, on any date at a redemption price equal to the greater of (A) the principal amount of 
Bonds of sueh series to be redeemed, or (B) the sum of the present values of the remaining scheduled 
payments of principal and mterest on the Taxable Series 201 IB Bonds to be redeemed, not including any 
portion of those payments of interest accrued and unpaid as of the date such bonds are to be redeemed, 
discounted to the date of redempfion of the Taxable Series 201 IB Bonds to be redeemed on a semiannual 
basis (assuming a 360-day year consisting of twelve 30-day months) at the Treasury Rate (defined below) 
plus 50 basis points plus accrued interest on the Bonds of such series being redeemed to the date fixed for 
redemption. 



The make whole optional redemption price of the Taxable Scries 201 IB Bonds to be redeemed 
will be calculated by an independent accounting firm, investment banking firm or financial advisor (the 
"Calculafion Agent") retained by the City at the City's expense. The Bond Registrar and the City may 
rely on the Calculation Agent's determination of the make whole optional redemption price and will not 
be liable for such reliance. An authorized officer of the City shall confirm and transmit the redemption 
price as so calculated on such dates and to such parties as shall be necessary to effectuate such 
redemption. 

The "Treasury Rate" is, as of any redemption date, the yield to maturity as of such redemption 
date of U.S. Treasury securities with a constant maturity (as compiled and published in the most recent 
Federal Reserve Statistical Release H. 15 (519) that has become publicly available four Business Days (as 
defined below) prior to the redemption date (excluding inflation indexed securities) (or, if such Statistical 
Release is no longer published, any publicly available source of similar market data)) most nearly equal to 
the period from the redemption date to the maturity date of the Bonds of such series to be redeemed; 
provided, however, that i f the period from the redemption date to such maturity date is less than one year, 
the weekly average yield on acmally traded U.S. Treasury securities adjusted to a constant maturity of one 
year wil l be used. "Business Day" means any day other than a day on which banks in New York, New 
York, Chicago, Illinois, or the city in which the Bond Registrar maintains its designated office are 
required or authorized to close. The Treasury Rate will be determined by an independent accounfing 
firm, investment banking fum or financial advisor retained by the City at the City's expense. 

The City is authorized to sell or waive any right the City may have to call the Taxable Series 
201 IB Bonds for optional redemption. 

Mandatory Redemption of the Bonds. The Series 2011A Bonds due January 1, 2035 and January 
1, 2040 and the Taxable Series 201 IB Bonds are subject to mandatory redempfion prior to maturity, in 
each case at par and accrued interest to the date fixed for redemption, on January 1 of the following years 
and in the following principal amounts; 

Scries 2011A Bonds due January 1, 2035 

Year Principal Amount 

2033 $19,950,000 
2034 20,995,000 
2035* 22,100,000 

* Final maturity. 

Scries 20nA Bonds due January 1, 2040 

Year Principal Amount 

2036 $23,260,000 
2037 24,425,000 
2038 25,645,000 
2039 26,925,000 
2040* 28,270,000 

* Final maturity. 



Taxable Series 20118 Bonds due January I, 2042 
Year Principal Amount 

2041 $ 99,840,000 
2042* 105,865,000 

* Final maturity. 

Reduction of Mandatory Redemption Amounts. In coimection with any mandatory redemption of 
Bonds of a series as described above, the principal amounts of Bonds of such series to be mandatorily 
redeemed in each year may be reduced through the earlier optional redemption thereof, with any partial 
optional rcdcniplioiis of such Bonds of such series credited against future mandator,' redemption 
requirements in such order of the mandatory redemption dales as an Authorized Officer may deleimine. 
In addition, on or prior to the 60th day preceding any mandatory redemption date of Bonds of a series, the 
Bond Registrar may, and if directed by an Authorized Officer shall, purchase Bonds of such series 
required to be retired on such mandatory redemption date at such prices as an Authorized Officer shall 
determine. Any such Bonds so purchased shall be cancelled and the principal amount thereof shall be 
credited against the payment required on such next mandatory redemption date with respect to such series 
of Bonds. 

Selection of Bonds for Redemption. While the Series 2011A Bonds are registered in the book-
entry system and so long as DTC or a successor securities depository is the sole registered owner of the 
Series 2011A Bonds, if less than all of the Series 2011A Bonds are to be redeemed prior to maturity, the 
particular Bonds or portions of such Series 201 l A Bonds will be selected by lot by DTC or such 
successor securities depository in such manner as DTC or such successor securities depository may 
determine. See "THE BONDS — Book-Entry System." If the Series 2011A Bonds are not registered in 
the book-entry system, the following procedures for the selection of Series 2011A Bonds shall apply. If 
fewer than all of the outstanding Series 2011A Bonds are to be optionally redeemed, the Series 201 lA 
Bonds to be called shall be called from such maturities and within any mamriy as may be determined by 
an Authorized Officer by lot. In the event of the redemption of less than all Scries 2011A Bonds of the 
same mamrity, the aggregate principal amount thereof to be redeemed shall be $5,000 or an integral 
multiple thereof, and the Bond Registrar shall assign to each Series 2011A Bond of such mamrity a 
distinctive number for each $5,000 principal amount of such Series 201 lA Bond and shall select by lot 
from the numbers so assigned as many numbers as, at $5,000 for each number, shall equal the principal 
amount of such Series 2011A Bonds to be redeemed. The Series 2011A Bonds to be redeemed shall be 
those to which were assigned numbers so selected; provided that only so much of the principal amount of 
each Scries 201 lA Bond shall be redeemed as shall equal $5,000 for each number assigned to it and so 
selected. The City shall, at least 45 days prior to any optional redemption date (unless a shorter time 
period shall be satisfactory to the Bond Registrar), notify the Bond Registrar of such redemption date and 
of the principal amount of Series 2011A Bonds to be redeemed. 

While the Taxable Series 201 IB Bonds are registered in the book-entry system and so long as 
DTC or a successor securities depository is the sole registered owner of such Taxable Series 201 IB 
Bonds, if less than all of the Taxable Series 201 IB Bonds are to be redeemed prior to maturity, the 
particular Taxable Series 201 IB Bonds or portions thereof to be redeemed will be selected on a pro-rata 
pass-through distribution of principal basis in accordance with DTC procedures, provided that, so long as 
the Taxable Series 201 IB Bonds are registered in the book-entry system, the selection for redemption of 
such Taxable Series 2011B Bonds will be made in accordance with the operational arrangements of DTC 
then in effect and, if the DTC operational arrangements do not allow for redemption on a pro-rata pass-
through distribution of principal basis, the Taxable Series 201 IB Bonds subject to redemption will be 
selected for redemption, in accordance with DTC procedures, by lot. 



It is the City's intent that Taxable Series 2011B Bonds redemption allocations made by DTC, the 
DTC Participants or such other intermediaries that may exist between the City and the Beneficial Owners 
be made on a pro-rata pass-through distribution of principal basis as described above. However, none of 
the City, the Underwriters or the Bond Registiar can provide any assurance that DTC, DTC's Participants 
or any other intermediary will allocate the redemption of Taxable Series 201 IB Bonds on such basis. If 
the DTC operational arrangements do not allow for the redemption of the Taxable Series 201 IB Bonds on 
a pro-rata pass-through distribution of principal basis as discussed above, then the Taxable Series 201 IB 
Bonds will be selected for redemption in accordance with DTC procedures, by lot. 

If the Taxable Series 201 IB Bonds are not registered in the book-entry system, any redemption of 
less than all of the Taxable Series 201 IB Bonds will be allocated by the Bond Registrar among the 
registered owners of the Taxable Series 201 IB Bonds on a pro-rata basis. 

Notice of Redemption. Unless waived by any owner of the Bonds to be redeemed, notice of the 
call for any redemption of such Bonds will be given by the Bond Registrar on behalf of the City by 
mailmg the redempfion notice by fu^t class mail at least 30 days and not more than 60 days prior to the 
date fixed for redemption to the registered owner of the Bond or Bonds to be redeemed at the address 
shown on the registration books of the Bond Registrar or at such other address as is furnished in writing 
by such registered owner to the Bond Registrar but the failure to mail any such notice or any defect 
therein as to any Bond shall not affect the validity of the proceedings for the redempfion of any other 
Bond. Any notice of redemption mailed as described in this paragraph will be conclusively presumed to 
have been given whether or not actually received by the addressee. With respect to an optional 
redemption of any series of Bonds, such notice may state that said redemption is conditioned upon the 
receipt by the Bond Registrar on or prior to the date fixed for redemption of moneys sufficient to pay the 
redemption price of Bonds of such series. If such moneys are not so received, such redemption notice 
will be of no force and effect, the City will not redeem such Bonds and the Bond Registrar will give 
notice, in the same manner in which the notice of redemption was given, that such moneys were not so 
received and that such Bonds will not be redeemed. Unless the notice of redemption is made conditional 
as described above, on or prior to any redemption date, the City is required to deposit with the Bond 
Registrar an amount of money sufficient to pay the redemption price of all the Bonds or portions thereof 
of such series which are to be redeemed on that date. 

Notice of redemption having been given as described above, the Bonds, or portions thereof, to be 
redeemed shall, on the redemption date, become due and payable at the redemption price specified in such 
notice, and from and after such date (unless the City shall default in the payment of the redemption price 
or unless, in the event of a conditional notice as described above, the necessary moneys were not 
deposited) such Bonds, or portions thereof, shall cease to bear or accme interest. 

Book-Entry System 

General 

The following infonnation conceming DTC has been furnished by DTC for use in this Official 
Statement and neither the City nor any Underwriter takes any responsibility for its accuracy or 
completeness. 

DTC will act as securities depository for the Bonds. The Bonds will be issued as fiilly-registered 
securities registered in the name of Cede & Co. (DTC's partnership nominee) or such other name as may 
be requested by an authorized representative of DTC. One flilly-registered Bond certificate will be issued 
for each maturity of each series of the Bonds, each in the aggregate principal amount of such mamrity, 
and will be deposited with DTC. 
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DTC, the world's largest securities depository, is a limited-purpose trust company organized 
under the New York Banking Law, a "banking organization" within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning of 
the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions 
of Section 17A of the Securities Exchange Act of 1934 (the "Exchange A c f ) . DTC holds and provides 
asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal 
debt issues, and money market instruments (from over 100 countries) that DTC's participants ("Direct 
Participants") deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants 
of sales and other securities transactions in deposited securities, through electronic computerized book-
entry transfers and pledges between Direct Participants' accounts. This climinaics the need tor physical 
movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers 
and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a 
wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC is the 
holding company for DTC, National • Securities Clearing Corporation and Fixed Income Clearing 
Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated 
subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S. 
securities brokers and dealers, banks, tmst companies, and clearing corporations that clear through or 
maintain a custodial relationship with a Direct Participant, either directiy or indirectly ("Indirect 
Participants"). DTC has Standard & Poor's rating of AA+. The DTC Rules applicable to its Participants 
are on file with the Securities and Exchange Commission (the "Commission"). More information about 
DTC can be found at www.dtcc.com. 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC's records. The ownership interest of each actual 
purchaser of each Bond ("Beneficial Owner") is in mm to be recorded on -the Direct and Indirect 
Participants' records. Beneficial Owners will not receive written confirmation from DTC of their 
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of 
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the 
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acfing on 
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership 
interests in the Bonds, except in the event that use of the Book-Entry System for the Bonds is 
discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC's partnership nominee. Cede & Co., or such other name as may be 
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration 
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. 
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect only the 
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be 
the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account 
of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any stahitory or regulatory 
requirements as may be in effect from time to time. 

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue arc being 
redeemed, DTC's usual practice is to determine by lot the amount of the interest of each Direct 
Participant in such issue to be redeemed. In accordance with DTC's procedures, the City has directed the 
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Bond Registrar to notify DTC that in the event that less than all of the Taxable Series 201 IB Bonds are 
redeemed any such redemption shall be on a pro-rata basis. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
Bonds unless authorized by a Direct Participant in accordance with DTC's MMI Procedures. Under its 
usual procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record date. The 
Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose 
accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

Redemption proceeds and principal and interest payments on the Bonds will be made to Cede & 
Co., or such other nommee as may be requested by an authorized representative of DTC. DTC's practice 
is to credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail 
information from the City or Bond Registrar, on payable date m accordance with their respective holdings 
shown on DTC's records. Payments by Participants to Beneficial Owners will be govemed by standing 
instructions and customary practices, as is the case with securities held for the accounts of customers in 
bearer form or registered in "street name," and will be the responsibility of such Participant and not of 
DTC, the Bond Registiar, or the City, subject to any statutory or regulatory requirements as may be in 
effect from time to time. Payment of redemption proceeds and principal and interest payments to Cede & 
Co. (or such other nominee as may be requested by an authorized representative of DTC) is the 
responsibility of the City or Bond Regisfî ar, disbursement of such payments to Direct Participants will be 
the responsibitity of DTC, and disbursement of such payments to the Beneficial Owners will be the 
responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as depository with respect to the Bonds at any time 
by giving reasonable notice to the City or Bond Registrar. Under such circumstances, in the event that a 
successor depository is not obtained, Bond certificates are required to be printed and delivered. 

Discontinued Use of Book-Entry System 

The City may decide to discontinue use of the system of book entry only fransfers through DTC 
(or a successor securities depository). In that event. Bond certificates will be printed and delivered to 
DTC. 

Procedures May Change 

Although DTC has agreed to these procedures in order to facilitate transfers of securities among 
DTC and its Participants, DTC is under no obligation to perform or continue to perform these procedures 
and these procedures may be discontinued and may be changed at any time by DTC. 

The information in this section conceming DTC and the Book-Entry System has been obtained 
from sources that the City believes to be reliable, but neither the City nor any Underwriter takes any 
responsibility for the accuracy thereof 

Additional Information 

For every transfer and exchange of the Bonds, DTC, the Bond Registrar and the Participants may 
charge the beneficial owner a sum sufficient to cover any tax, fee or other charge that may be imposed in 
relation thereto. 

NEITHER THE CITY NOR THE BOND REGISTRAR WILL HAVE ANY RESPONSIBILITY 
OR OBLIGATION TO A N Y PARTICIPANTS, OR TO THE PERSONS FOR WHOM THEY ACT AS 
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NOMINEES WITH RESPECT TO THE BONDS, OR TO ANY BENEFICIAL OWNER IN RESPECT 
OF THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY PARTICIPANT OR 
INDIRECT PARTICIPANT OF ANY AMOUNT IN RESPECT OF THE PRINCIPAL OR INTEREST 
ON THE BONDS, OR ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO BE GIVEN WITH 
RESPECT TO THE BONDS, INCLUDING ANY NOTICE OF REDEMPTION, THE SELECTION OF 
SPECIFIC BONDS FOR REDEMPTION, OR ANY OTHER ACTION TAKEN, BY DTC AS 
REGISTERED OWNER OF THE BONDS. 

In reading this Official Statement it should be understood that while the Bonds are in the Book-
Entry System, references in other sections of this Official Statement to registered owners should be read 
to include tlie person for which a Participant acquires an interest in the Bonds, but (a) all rights of 
ownership must be exercised through DTC and the Book-Entry System, and (b) notices that are to be 
given to registered owners will be given only to DTC. 

Bonds Not Presented for Payment 

If any Bond is not presented for payment when the principal amount thereof becomes due, either 
at mamrity or at a date fixed for redemption thereof or otherwise, and if moneys sufficient to pay such 
Bond are held by the Bond Registrar for the benefit of the registered owner of such Bond, the Bond 
Registrar shall hold such moneys for the benefit of the registered owner of such Bond without liability to 
the registered owner for interest. The registered owner of such Bond thereafter shall be restricted 
exclusively to such funds for satisfaction of any claims relating to such Bond. 

Defeasance 

If payment or provision for payment is made, to or for the registered owners of all or a portion of 
the Bonds, and the principal of and interest due and to become due on any Bond at the times and in the 
manner stipulated therein, and there is paid or caused to be paid to the Bond Registrar or such bank or 
trust company as shall be designated by an Authorized Officer (such bank or trust company hereinafter 
referred to as a "Defeasance Escrow Agent"), all sums of money due and to become due according to the 
provisions of the Ordinance, then the Ordinance and the estate and rights granted by the Ordinance shall 
cease, terminate and be void as to those Bonds or portions thereof except for purposes of registration, 
tiansfer and exchange of Bonds and any such payment from such moneys or obligations. 

Any Bond shall be deemed to be paid within the meaning of the Ordinance when payment of the 
principal of any such Bond, plus interest thereon to the due date thereof (whether such due date be by 
reason of maturity or upon redemption as provided in the Ordinance or otherwise), either (a) shall have 
been made or caused to have been made in accordance with the terms thereof, or (b) shall have been 
provided for by irrevocably depositing with the applicable Bond Registiar or a Defeasance Escrow Agent, 
in tmst and exclusively for such payment, (1) moneys sufficient to make such payment or (2)(A) direct 
obligations of the United States of America; (B) obligations of agencies of the United States of America, 
the timely payment of principal of and interest on which are guaranteed by the United States of America; 
(C) obligations of the following agencies: Federal Home Loan Mortgage Corp. (FHLMC) debt 
obligations, Farm Credit System (formerly: Federal Land Banks, Federal Intermediate Credit Banks, and 
Banks for Cooperatives) debt obligafions. Federal Home Loan Banks (FHL Banks) debt obligations, 
Fannie Mae debt obligations. Financing Corp. (FICO) debt obligations, Resolution Funding Corp. 
(REFCORP) debt obligations, and U.S. Agency for Intemational Development (U.S. A.I.D.) Guaranteed 
notes; (D) pre-refunded municipal obligations defined as follows: any bonds or other obligations of any 
state of the United States of America or of any agency, instrumentality or local govemmental unit of any 
such state which are not callable at the option of the obligor prior to maturity or as to which irrevocable 
instructions have been given by the obUgor to call on the date specified in the notice; or (E) instmments 
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evidencing an ovraership interest in obligations described in the preceding clauses (A), (B) and (C), or (3) 
a combination of the investments described in clauses (I) and (2) above, such amounts so deposited being 
available or maturing as to principal and interest in such amounts and at such times, without consideration 
of any reinvestment thereof, as will insure the availability of sufficient moneys to make such payment (all 
as confirmed by a nationally recognized firm of independent public accountants). At such times as a 
Bond shall be deemed to be paid under the Ordinance, it shall no longer be secured by or enfitled to the 
benefits of the Ordinance, except for the purposes of registration, transfer and exchange of Bonds and any 
such payment from such moneys or obligations. 

Registration and Transfers 

The books for the registration and for the transfer of each series of Bonds will be kept at the 
designated corporate tmst office of the Bond Registiar. See "THE BONDS — Book-Entry System" for a 
discussion of registration and transfer of the beneficial ownership interests in Bonds while they are in the 
Book-Entry System. The following provisions relate to the registration and transfer of Bonds when the 
Bonds are in certificated form. 

Upon surrender for tiansfer of any Bond at the designated corporate tmst office of the Bond 
Registrar, duly endorsed by, or accompanied by a written instmment or instmments of transfer in form 
satisfactory to the Bond Registiar and duly executed by the registered owner or its attorney duly 
authorized in writing, the City shall execute and the Bond Registiar shall authenticate, date and deliver in 
the name of the transferee or transferees one or more fully registered Bonds of the same series and 
maturity of authorized denominations, for a like principal amount. Any Bond or Bonds may be 
exchanged at said office of the Bond Registrar for a like aggregate principal amount of Bonds of the same 
series, interest rate and maturity of other authorized denominations. 

No service charge shall be made for any transfer or exchange of Bonds, but the City or the Bond 
Registrar may require payment of a sum sufficient to cover any tax or other govemmental charge that 
may be imposed in connection with any transfer or exchange of Bonds, except that no such payment may 
be required in the case of the issuance of a Bond or Bonds for the unredeemed portion of a Bond 
surrendered for redemption. 

The Bond Registrar shall not be required to transfer or exchange (a) any Bond after notice calling 
such Bond for redemption has been mailed, or (b) any Bond during a period of 15 days next preceding 
mailing of a notice of redemption of such Bond. 

Registered Owner Treated as Absolute Owner 

The person in whose name any Bond shall be registered shall be deemed and regarded as the 
absolute owner thereof for all purposes, and payment of the principal of, redemption premium, if any, or 
interest on any Bond, as appropriate, shall be made only to or upon the order of the registered owner 
thereof or its legal representative. Al l such payments shall be valid and effectual to satisfy and discharge 
the liability upon such Bond to the extent of the sum or sums so paid. 

SECURITY FOR THE BONDS 

General Obligation of the City 

The Bonds are direct and general obligations of the City and shall be payable, as to principal and 
interest, from any moneys, revenues, receipts, income, assets or funds of the City legally available for 
such purpose, including, but not limited to, the proceeds of a direct annual tax levied by the City in the 
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Ordinance upon all taxable property located in the City sufficient to pay the principal of and interest on 
the Bonds. The City has pledged its full faith and credit to the payment of the Bonds. See APPENDIX B 
— "FINANCIAL AND OTHER CITY INFORMATION — Property Tax Supported Bonded Debt — 
Debt Service Schedule." In addition to the Bonds, the City has other du-ect and general obligations 
previously issued and outstanding under separate ordinances adopted by the City Council. See 
APPENDIX B — "FINANCIAL AND OTHER CITY INFORMATION — Property Tax Supported 
Bonded Debt — Computation of Direct and Overlapping Bonded Debt." 

Under the Ordinance, the City is obligated to appropriate amounts sufficient to pay principal of 
and interest on the Bonds for the years such amounts arc due. and the City covenants iii the Ordinance to 
lake timely aciion as required by law lo carry out such obligation, but, if for any such year the City fails to 
do so, the Ordinance constitutes a continuing appropriation of such amounts without any flirther action by 
the City. 

If the taxes to be applied to the payment of the Bonds are not available in time to make any 
payments of principal of or interest on the Bonds when due, then the appropriate fiscal officers of the City 
are directed in the Ordinance to make such payments from any other moneys, revenues, receipts, income, 
assets or funds of the City that are legally available for that purpose in advancement of the collection of 
such taxes. 

Property Tax Limit Considerations 

The City. In 1993, the City Council adopted an ordinance (the "City Tax Limitation Ordinance") 
limiting the City's aggregate property tax levy for any one year to an amount equal to the prior year's 
aggregate property tax levy (subject to certain adjustments) plus the lesser of five percent or the increase 
in the Consumer Price Index. The City Tax Limitation Ordinance also established a safe harbor amount 
for each year equal to a specified 1994 base amount increased annually by the lesser of five percent or the 
increase in the Consumer Price Index. See APPENDIX A — "REAL PROPERTY TAX SYSTEM AND 
LIMITS — Property Tax Limit Considerations — The City." Pursuant to the Ordinance, the taxes levied 
by the City for the payment of principal and interest on the Bonds are not subject to the limitations 
contained in the City Tax Limitation Ordinance. 

State of Illinois. The City continues to be excluded from property tax limits imposed by the State 
on non-home mle units of local govemment in Cook County and the five adjacent counties. The property 
tax limitations imposed by the State differ from those contained in the City Tax Limitation Ordinance. 
There can be no assurance that legislation applying such property tax limitations to the City will not be 
enacted by the Illinois General Assembly. For additional information, see "THE CITY" and APPENDIX 
A — "REAL PROPERTY TAX SYSTEM AND LIMITS — Property Tax Limit Considerations — State 
of Illinois." 

Additional General Obligation Debt 

The City may issue from time to time notes and bonds that are general obligations of the City and 
that are secured by the ftill faith and credit of the City, which may or may not be subject to the provisions 
of the City Tax Limitation Ordinance. 

On November 1, 20U, the City issued $70,425,000 aggregate principal amount of City of 
Chicago General Obligation Notes, Taxable Fixed Rate Series 2011 due December 5, 2012 (the "2011 
Fixed Rate Notes"). Proceeds of the 2011 Fixed Rate Notes are being used to pay amounts appropriated 
by the City for the year 2011 from the City's Chicago Public Library (Maintenance and Operations Fund) 
and Chicago Public Library (Building and Sites) Fund. 
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On November I, 2011, the City entered into a bond purchase agreement for the sale of 
$232,905,000 aggregate principal amount of City of Chicago Sales Tax Revenue Bonds, Series 2011 A, 
and Sales Tax Revenue Bonds, Taxable Series 201 IB (the "2011 Sales Tax Revenue Bonds"). The 
closing of the sale of the 2011 Sales Tax Revenue Bonds, expected to occur on November 15, 2011, is 
subject to the satisfaction of conditions set forth in the bond purchase agreement for the 2011 Sales Tax 
Reveue Bonds. Proceeds of the 2011 Sales Tax Revenue Bonds, if and when issued, will be used to 
refund $215,931,451 par amount of outstanding general obligation debt of the City. See APPENDIX B 
— "FINANCIAL AND OTHER CITY INFORMATION — Debt Service Schedule." 

LITIGATION 

There is no litigation pending in any court or, to the knowledge of the City, threatened, 
questioning the corporate existence of the City, or which would restrain or enjoin the issuance or delivery 
of the Bonds, or which concerns the proceedings of the City taken in connection with the Bonds or the 
City's pledge of its full faith, credit and resources to the payment of the Bonds. 

The City is a defendant in various pending and threatened individual and class action litigation 
relating principally to claims arising from contracts, personal injury, property damage, police conduct, 
discrimination, civil rights actions and other matters. The City believes that the ultimate resolution of 
these matters will not have a material adverse effect on the financial position of the City. 

Property Tax Rate Objections: 2004-2008. The City's property tax levies for 2004 tiirough 2008 
varied between approximately $720 million and $834 million annually, excluding the School Building 
and Improvement Fund levy. See APPENDDC B — "FDJANCIAL AND OTHER CITY 
INFORMATION—Property Tax Levies by Fund." Objections have been filed in the Circuit Court of 
Cook County (the "Circuit Court") to these levies, which objections remain pending. The City is unable 
to predict the outcome of the proceedings conceming the objections. 

E2 Nightclub Litigation. The City is a defendant in 57 wrongful death and personal injury 
lawsuits arising out of a stampede of patrons at the E2 Nightclub on February 17, 2003. The cases allege 
that the City, in a number of ways, engaged m conduct that contributed to the injuries or deaths. The 
Circuit Court denied the City's motion to dismiss the cases, but certified three questions of law for 
interlocutory appeal to the Illinois appellate court. Upon review, the appellate court addressed one of the 
questions so certified and found that the City is immune from liability for its alleged failure to enforce 
laws or court orders or to provide police protection, effectively resolving all three questions in the City's 
favor. The plaintiffs filed a petition for leave to appeal to the Illinois Supreme Court for further review. 
In a September 24, 2008 order, the Supreme Court denied the plaintiffs petition and let stand the 
appellate court's favorable decision. Effectively, the vast majority of issues in the case have been 
resolved in the City's favor. There is only one issue remaining before the Circuit Court. As to that issue, 
the City previously filed a summary judgment motion, and the parties have fully briefed it. The City 
cannot predict whether the Circuit Court will grant the City's motion; regardless, the City will continue to 
defend each case vigorously. 

Parking Meters Litigation. On December 4, 2008, the City entered into the Chicago Metered 
Parking System Concession Agreement (the "Agreement") with Chicago Parking Meters, LLC (the 
"Concessionaire"), whereby the Concessionaire paid the City approximately $1,151 billion, and the City 
granted the Concessionaire the right to operate the City's metered parking system, including the right to 
collect revenues derived from the metered parking spaces. The City Compfroller (along with the State's 
Comptroller) has been named as a defendant in a case brought by the Independent Voters of Illinois 
Independent Precinct Organization and an individual plaintiff, arguing that certain provisions of the 
Agreement are illegal or unconstitutional, and requesting that the City and the State be enjoined from 
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making certain expenditures in connection with the City's metered parking system. On November 4, 
2010, the Circuit Court granted in part, and denied in part, the City's motion lo dismiss the plaintiffs' 
second amended complaint. While the City caimot predict the outcome of this litigation, the City will 
continue to defend the case vigorously. 

Automated Red-Light Ticketing Litigation. In July 2010, individual plaintiffs, seeking to maintain 
a class action, filed suit against the City and other defendants in the Circuit Court. The plaintiffs allege 
that the State statute governing the use of automated red-light ticketing systems violates several 
provisions of the State Constitution, and that all such systems are therefore unlawfiil. The alleged 
grounds arc that the State statute constiiLitcs special Icgislaiion, violates the unilbnnily requirement, and 
violates equal prolcclion because inosi of the Stale's African-American population lives in the eight 
counties covered by the stamte. Plaintiffs seek to enjoin the operation of the City's red-light ticketing 
system, along with all others, and restimtion of fines paid. In August 2011, the Circuit Court granted the 
City's motion to dismiss the case in its entirety, mling that plaintiffs lacked standing to make certain of 
their claims and that other claims were legally deficient. Plaintiffs appealed this mling and the matter is 
now pending in the Illinois Appellate Court. It is not known, when the appeal will be decided. The City 
will continue to defend this matter vigorously. 

Firefighter Hiring Process Litigation. A class action was filed challenging the 1995 examination 
the City used as the first step of the hiring process for firefighter candidates. The City admitted in the 
district court that the examination had a disparate impact on Afincan-American candidates but argued that 
the case was filed too late. The City also defended the examination on the basis that it was job-related 
and valid, and that the cut-off score was consistent with business necessity. The district court rejected all 
these defenses and entered judgment against the City. The court of appeals reversed, agreeing that the 
case was filed too late. The Supreme Court then reversed and remanded the case to the court of appeals, 
which found that the first class of hires (21 individuals) filed their claims too late but not subsequent 
classes. The court of appeals remanded the case to the district court to determine damages and to oversee 
the plan for the hire of 111 candidate firefighters by the City. 

Parking Garages Arbitration Claim. On November 3, 2006, the City entered into the Chicago 
Downtown Public Parking System Concession and Lease Agreement (the "Lease Agreemenf) with 
Chicago Loop Parking, LLC ("CLP"), by which CLP was granted a 99-year concession to operate the 
public parking garages commonly referred to as Millennium Park, Grant Park North, Grant Park South 
and East Mom-oe (collectively the "CLP Garages"). The Lease Agreement includes a provision by which 
certain events can require the City to compensate CLP. One of those events is the granting of a license 
for the operation of a public garage that was not in existence as of the date of the Lease Agreement, 
within a certain distance from the CLP Garages. CLP has asserted a claim under that provision. Pursuant 
to the Lease Agreement, the matter is now before the American Arbitration Association for arbitration. 
The City is actively defending the case and caimot predict the outcome at this time. 

INDEPENDENT AUDITORS 

The basic financial statements of the City as of and for the year ended December 31, 2010, 
included in APPENDIX C to this Official Statement, have been audited fay Deloitte & Touche LLP, 
independent auditors, as stated in their report appearing in APPENDIX C that was modified to include a 
reference to other auditors and to include an emphasis of a matter paragraph related to the adoption of 
Statement No. 53 of the Govemmental Accounting Standards Board, Accounting and Financial Reporting 

for Derivative Instruments. 
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RATINGS 

The Bonds are rated "Aa3" (Stable Outiook) by Moody's Investors Service, Inc., "A-I-" (Stable 
Outiook) by Standard & Poor's, a division of The McGraw-Hill Companies, Inc., and "AA-" (Stable 
Outlook) by Fitch, Inc., based upon each rating agency's assessment of the creditworthiness of the City. 
A rating reflects only the view of the rating agency giving such rating. An explanation of the significance 
of such rating may be obtained from such organization. There is no assurance that any rating will 
continue for any given period of time or that any rating will not be revised downward or withdrawn 
entirely if, in the judgment of the rating agency, circumstances so warrant. Any such downward revision 
or withdrawal of a rating may have an adverse effect on the price at which the Bonds may be resold. 

FINANCIAL ADVISOR 

The City has retained A.C. Advisory, Inc. to act as fmancial advisor (the "Financial Advisor") in 
connection with the issuance and sale of the Bonds. Under the terms of its engagement, the Financial 
Advisor will deliver a letter to the City regarding the faimess of the purchase price paid by the 
Underwriters to the City for the Bonds. Under the terms of its engagement, the Financial Advisor is not 
obligated to undertake, and has not undertaken to make, an independent verification of, or to assume 
responsibility for the accuracy, completeness or faimess of the information contained in this Official 
Statement. 

UNDERWRITING 

The Underwriters have agreed, subject to certain conditions, to purchase the Series 201 l A Bonds 
at a price equal to $210,287,394.22 (which represents the aggregate principal amount of the Series 201 lA 
Bonds less an Underwriters' discount of $1,010,448.68 and plus a net offermg premium of $657,842.90), 
and the Taxable Series 201 IB Bonds at a price equal to $204,550,979.35 (which represents the aggregate 
principal amount of the Taxable Scries 201 IB Bonds less an Underwriters' discount of $1,154,020.65). 

The obligation of the Underwriters to accept delivery of the Bonds is subject to various 
conditions set forth in a Bond Purchase Agreement between the Underwriters and the City. The 
Underwriters are obligated to purchase all of the Bonds if any of the Bonds are purchased. 

BMO Capital Markets is the tiade name for certain capital markets and investment banking 
services of Bank of Montreal and its subsidiaries, including BMO Capital Markets GKST Inc. which is a 
direct, wholly-owned subsidiary of BMO Financial Corp. which is itself a wholly-owned subsidiary of 
Bank of Montreal. 

TAX MATTERS 

The Series 2011A Bonds 

Federal tax law contains a number of requirements and restrictions which apply to the Series 
2011A Bonds, including investment restrictions, periodic payments of arbitiage profits to the United 
States, requirements regarding the proper use of bond proceeds and the facilities financed therewith, and 
certain other matters. The City has covenanted to comply with all requirements that must be satisfied in 
order for the interest on the Series 2011A Bonds to not be includable in gross income for federal income 
tax purposes. Failure to comply with certain of such covenants could cause mterest on the Series 201 l A 
Bonds to not be excludable from gross income for federal income tax purposes retroactively to the date of 
issuance of the Series 2011A Bonds. 



Subject to the City's compliance with the above referenced covenants, under present law, in the 
opinion of Co-Bond Counsel, interest on the Senes 201 lA Bonds is not includable in gross income of the 
owners thereof for federal income tax purposes and is not included as an item of tax preference in 
computing the federal altemative mmimum tax for individuals and corporations, but interest on the Series 
201 lA Bonds is taken into account, however, in computing an adjustment used in determining the federal 
altemative minimum tax for certain corporations. 

In rendering its opinion, Co-Bond Counsel will rely upon certifications of the City with respect to 
certain material facts within the City's knowledge. Co-Bond Counsel's opinions represent its legal 
judgment based upon its review of the law and the lacis that li deems relevanl lo render such opinion and 
is not a guarantee of a result. 

The Internal Revenue Code of 1986, as amended (the "Code"), includes provisions for an 
altemafive minimum tax ("AMT") for corporations in addition to the corporate regular tax in certain 
cases. The AMT, if any, depends upon the corporation's altemative minimum taxable income ("AMTI"), 
which is the corporation's taxable income with certain adjustments. One of the adjustment items used in 
computing the AMTI of a corporation (with certain exceptions) is an amount equal to 75% of the excess 
of such corporation's "adjusted current eamings" over an amount equal to its AMTI (before such 
adjustment item and the altemative tax net operating loss deduction). "Adjusted current earnings" would 
include certain tax exempt interest, including interest on the Series 2011A Bonds. 

Ownership of the Series 2011A Bonds may result in collateral federal income tax consequences 
to certain taxpayers, including, without limitation, corporations subject to the branch profits tax, financial 
instimtions, certain insurance companies, certain S corporations, individual recipients of Social Security 
or Railroad Retirement benefits and taxpayers who may be deemed to have incurred (or continued) 
indebtedness to purchase or carry tax exempt obligations. Prospective purchasers of the Series 2011A 
Bonds should consult their tax advisors as to applicability of any such collateral consequences. 

The issue price (the "Issue Price") for each maturity of the Series 201 l A Bonds is the price at 
which a substantial amount of such maturity of the Series 201 l A Bonds is first sold to the public. The 
Issue Price of a mamrity of the Series 2011A Bonds may be different from the price set forth, or the price 
corresponding to the yield set forth, on the inside cover page hereof 

If the Issue Price of a maturity of the Series 201 l A Bonds is less than the principal amount 
payable at maturity, the difference between the Issue Price of each such maturity, if any, of the Series 
2011A Bonds (the "OID Bonds") and the principal amount payable at maturity is original issue discount. 

For an investor who purchases an OID Bond in the initial public offering at the Issue Price for 
such maturity and who holds such OID Bond to its stated maturity, subject to the condition that the City 
complies with the covenants discussed above, (a) the ftill amount of original issue discount with respect to 
such OID Bond constitutes interest which is not includable in gross income of the owner thereof for 
federal income tax purposes; (b) such owner will not realize taxable capital gain or market discount upon 
payment of such OID Bond at its stated maturity; (c) such original issue discount is not included as an 
item of tax preference in computing the altemative minimum tax for individuals and corporations imder 
the Code, but is taken into account in computing an adjustment used in determining the altemative 
minimum tax for certain corporations under the Code, as described above; and (d) the accretion of 
original issue discount in each year may result in an altemative minimum tax liability for corporations or 
certain other collateral federal income tax consequences in each year even though a corresponding cash 
payment may not be received until a later year. Based upon the stated position of the Illinois Department 
of Revenue under Illinois mcome tax law, accreted original issue discount on such OID Bonds is subject 
to taxation as it accretes, even though there may not be a corresponding cash payment until a later year. 
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Owners of OID Bonds should consult their own tax advisors with respect to the state and local tax 
consequences of original issue discount on such OID Bonds. 

Owners of Series 201 lA Bonds who dispose of Series 2011A Bonds prior to the stated maturity 
(whether by sale, redemption or otherwise), purchase Series 201 l A Bonds in the initial public offering, 
but at a price different from the Issue Price or purchase Series 2011A Bonds subsequent to the initial 
public offering should consult their own tax advisors. 

If a Series 201 l A Bond is purchased at any time for a price that is less than the Series 201 l A 
Bond's stated redemption price at maturity or, in the case of an OID Bond, its Issue Price plus accreted 
original issue discount (the "Revised Issue Price"), the purchaser will be treated as having purchased a 
Series 201 l A Bond with market discount subject to the market discount mles of the Code (unless a 
stamtory de minimis mle applies). Accmed market discount is treated as taxable ordinary income and is 
recognized when a Series 201 l A Bond is disposed of (to the extent such accmed discount does not 
exceed gain realized) or, at the purchaser's election, as it accmes. Such treatment would apply to any 
purchaser who purchases an OID Bond for a price that is less than its Revised Issue Price. The 
applicability of the market discount mles may adversely affect the liquidity or secondary market price of 
such Series 201 lA Bond. Purchasers should consult their own tax advisors regarding the potential 
implications of market discount with respect to the Series 201 lA Bonds. 

An investor may purchase a Series 2011A Bond at a price in excess of its stated principal amount. 
Sueh excess is characterized for federal income tax purposes as "bond premium" and must be amortized 
by an investor on a constant yield basis over the remaining term of the Series 201 l A Bond m a manner 
that takes into account potential call dates and call prices. An investor caimot deduct amortized bond 
premium relating to a tax exempt bond. The amortized bond premium is treated as a reduction in the tax 
exempt interest received. As bond premium is amortized, it reduces the investor's basis in the Series 
2011A Bond. Investors who purchase a Series 2011A Bond at a premium should consult their ovra tax 
advisors regarding the amortization of bond premium and its effect on the Series 201 l A Bond's basis for 
purposes of computing gain or loss in connection with the sale, exchange, redemption or early retirement 
of the Series 2011A Bond. 

There are or may be pendmg in the Congress of the United States legislative proposals, including 
some that carry retroactive effective dates, that, if enacted, could alter or amend the federal tax matters 
referred to above or affect the market value of the Series 201 lA Bonds. It cannot be predicted whether or 
in what form any such proposal might be enacted or whether, if enacted, it would apply to bonds issued 
prior to enactment. Prospective purchasers of the Series 2011A Bonds should consult their own tax 
advisors regarding any pending or proposed federal tax legislation. Co-Bond Counsel express no opinion 
regarding any pending or proposed federal tax legislation. 

The Intemal Revenue Service (the "Service") has an ongoing program of audituig tax exempt 
obligations to determine whether, in the view of the Service, interest on such tax exempt obligations is not 
excludable from gross income of the owners thereof for federal income tax purposes. It cannot be 
predicted whether or not the Service will commence an audit of the Series 2011A Bonds. If an audit is 
commenced, under current procedures the Service may treat the City as a taxpayer and the Series 2011A 
Bondholders may have no right to participate in such procedure. The commencement of an audit could 
adversely affect the market value and liquidity of the Series 2011A Bonds imtil the audit is concluded, 
regardless of the ultimate outcome. 

Payments of interest on, and proceeds of the sale, redemption or maturity of, tax exempt 
obligations, including the Series 2011A Bonds, are in certain cases required to be reported to the Service. 
Additionally, backup withholding may apply to any such payments to any Series 2011A Bond owner who 
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fails to provide an accurate Form W 9 Request for Taxpayer Identification Number and Certification, or a 
substantially identical form, or to any Series 2011A Bond owner who is notified by the Service of a 
failure to report any interest or dividends required to be shown on federal income tax retums. The 
reporting and backup withholding requirements do not affect the excludability of such interest from gross 
income for federal tax purposes. 

The Taxable Series 201 IB Bonds 

Interest on the Taxable Series 201 IB Bonds is not excludable from gross income of the owners 
thereof lor federal income purposes. Ownership of the Taxable Series 201 1 B Bonds may result in other 
federal income tax consequences to certain taxpayers. Taxable Scries 201JB Bondliolders should consult 
their tax advisors with respect to the inclusion of interest on the Taxable Series 201 IB Bonds in gross 
income for federal income tax purposes and any collateral tax consequences. 

State and Local Considerations 

Interest on the Bonds is not exempt from present State of Illinois income taxes. Ownership of the 
Bonds may result in other state and local tax consequences to certain taxpayers. Co-Bond Counsel 
express no opinion regarding any such collateral consequences arising with respect to the Bonds. 
Prospective purchasers of the Bonds should consult their tax advisors regarding the appHcability of any 
such state and local taxes. 

APPROVAL OF L E G A L MATTERS 

Certain legal matters incident to the authorization, issuance and sale of the Bonds are subject to 
the approving legal opinions of Co-Bond Counsel, who have been retained by, and act as. Bond Counsel 
to the City. Except as noted below, Co-Bond Counsel have not been retained or consulted on disclosure 
matters and have not undertaken to review or verify the accuracy, completeness or sufficiency of this 
Official Statement or other offering material relating to the Bonds and assume no responsibility for the 
statements or infonnation contamed in or incorporated by reference in this Official Statement, except that 
Co-Bond Counsel have, at the request and for the benefit of the City, reviewed only those portions of the 
Official Statement involving the description of the Bonds, the security for the Bonds (excluding forecasts, 
projecfions, estimates or any other financial or economic information in connection therewith) and the 
description of the federal tax status of interest on the Bonds. This review was undertaken solely at the 
request of the City and did not include any obligation to establish or confirm factual matters set forth 
herein. Certain legal matters will be passed on for the City by its Corporafion Counsel. Certain legal 
matters will be passed on for the Underwriters by Duane Morris LLP, Chicago, Illinois, and Hardwick 
Law Firm, LLC, Chicago, Illinois, Co-Underwriters' Counsel. Chapman and Cutier LLP, Chicago, 
Illinois, will also serve in a separate capacity as Special Disclosure Counsel to the City with respect to 
pension disclosure matters. 

SECONDARY M A R K E T DISCLOSURE 

The City will enter into a Continuing Disclosure Undertaking (the "Undertaking") for the benefit 
of the beneficial owners of the Bonds to send certain information annually and to provide notice of certain 
events to the Municipal Securities Rulemaking Board (the "MSRB") pursuant to the requirements of 
Section (b)(5) of Rule 15c2-12 (the "Rule") adopted by the Commission under the Exchange Act. The 
MSRB has designated its Electionic Municipal Market Access system, known as EMMA, as the system 
to be used for continuing disclosures to investors. The information to be provided on an annual basis, the 
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events that will be noticed on an occurrence basis and a summary of other terms of the Undertaking, 
including termination, amendment and remedies, are set forth below. 

A failure by the City to comply with the Undertaking will not constitute'a default under the 
Bonds or the Ordinance and beneficial ovraers of the Bonds are limited to the remedies described in the 
Undertaking. See "— Consequences of Failure of the City to Provide Information" under this caption. A 
failure by the City to comply with the Undertaking must be reported in accordance with the Rule and 
must be considered by any broker, dealer or municipal securities dealer before recommending the 
purchase or sale of the Bonds in the secondary market. Consequentiy, such a failure may adversely affect 
the transferability and liquidity of the Bonds and their market price. 

The following is a brief summary of certain provisions of the Undertaking of the City and does 
not purport to be complete. The statements made under this caption are subject to the detailed provisions 
of the Undertaking, a copy of which is available upon request from the City. 

Annual Financial Information Disclosure 

The City covenants that it will disseminate its Armual Financial Information and its Audited 
Financial Statements (as described below) to the MSRB. The City is required to deliver such information 
so that the MSRB receives the information by the dates specified in the Undertaking. 

"Armual Financial Information" means information generally consistent with that contained under 
the caption "THE CITY — Corporate Fund" and in APPENDIX B — "FINANCIAL AND OTHER 
CITY INFORMATION," APPENDIX D — "ECONOMIC, DEMOGRAPHIC AND SUPPLEMENTAL 
INFORMATION (except for the information in APPENDIX D under the headings "— Economic 
Highlights" and "— 2012 Budget Proposal") and Tables I - l l included in APPENDIX E — 
"RETIREMENT FUNDS AND OTHER POST-EMPLOYMENT BENEFITS" (said tables collectively 
referred to as the "Third-Party Sourced Retirement Fund Tables"). The information contained in the 
Third-Party Sourced Retirement Fund Tables is sourced from documents published by the Municipal 
Employees' Annuity and Benefit Fund of Chicago, the Policemen's Annuity and Benefit Fund of 
Chicago, the Firemen's Annuity and Benefit Fund of Chicago and the Laborers' and Retirement Board 
Employees' Annuity and Benefit Fund of Chicago, and the City takes no responsibility for the accuracy 
and completeness of such information. If the information contained in the Third-Party Sourced 
Retirement Fund Tables is no longer publicly available or is not publicly available in the form, maimer or 
time that the Annual Financial Information is required to be disseminated by the City, the City shall, as 
part of its Annual Financial Information for the year in which such a lack of availabiHty arises, include a 
statement to that effect and to the effect that it will promptly file such uiformation as it becomes available. 

"Audited Financial Statements" means the audited basic financial statements of the City prepared 
in accordance with generally accepted accounting principles applicable to govemmental units as in effect 
from time to time. 

Annual Financial Information exclusive of Audited Financial Statements will be provided to the 
MSRB not more than 210 days after the last day of the City's fiscal year, which cunently is December 31. 
If Audited Financial Statements are not available when the Aimual Financial Information is filed, 
unaudited financial statements will be included, and Audited Financial Statements will be filed when 
available. 
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Reportable Events Disclosure 

The City covenants that it will disseminate in a timely maimer, not in excess often business days, 
to the MSRB the disclosure of the occunenee of a Reportable Event (defmed below). Certain Reportable 
Events are required to be disclosed only to the extent that such Reportable Event is material, as 
materiality is interpreted under the Exchange Act. The "Reportable Events," certain of which may not be 
applicable to the Bonds, are: 

(a) principal and interest payment delinquencies; 

(b) non-payment related defaults, if material, 

(c) unscheduled draws on debt service reserves reflecting financial difficulties; 

(d) unscheduled draws on credit enhancements reflecting financial difficulties; 

(e) substitution of credit or liquidity providers, or their failure to perform; 

(f) adverse tax opinions, the issuance by the Intemal Revenue Service of proposed or final 
determinations of taxability, notices of proposed issue (IRS Form 5701-TEB) or other material notices or 
determinations with respect to the tax stams of the Series 2011A Bonds, or other material events affecting 
the tax status of the Series 201 lA Bonds; 

(g) modifications to rights of security holders, material; 

(h) bond calls, if material, and tender offers; 

(i) defeasances; 

(j) release, substitution or sale of property securing repayment of the securities, if material; 

(k) rating changes; 

(1) bankruptcy, insolvency, receivership or similar event of the City (considered to have 
occurred in the following instances: the appointment of a receiver, fiscal agent or similar officer for the 
City in a proceeding under the U.S. Bankruptcy Code or in any other proceeding under state or federal 
law in which a court or govemmental authority has assumed jurisdiction over substantially all of the 
assets or business of the City, or if the jurisdiction of the City has been assumed by leaving the City 
Council and the City's officials or officers in possession but subject to the supervision and orders of a 
court oi" govemmental authority, or the entry of an order confirming a plan of reorganization, arrangement 
or liquidation by a court or govemmental authority having supervision or jurisdiction over substantially 
all of the assets or business of the City); 

(m) the consummation of a merger, consolidation, or acquisition involving the City or the sale 
of all or substantially all of the assets of the City, other than in the ordinary course of business, the entry 
into a defmitive agreement to undertake such an action or the tenmination of a definitive agreement 
relating to any such actions, other than pursuant to its terms, if material; and 

(n) appointment of a successor or additional tmstee or the change of name of a tmstee, if 
material. 
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Consequences of Failure of the City to Provide Information 

The City shall give notice in a timely manner to the MSRB of any failure to provide disclosure of 
Annual Financial Information and Audited Financial Statements when the same are due under the 
Undertaking. 

In the event of a failure of the City to comply with any provision of the Undertaking, the 
beneficial owner of any Bond may seek mandamus or specific performance by court order, to cause the 
City to comply with its obligations under the Undertaking. The Undertaking provides that any court 
action must be initiated in the Circuit Court. A default under the Undertaking shall not be deemed a 
default under the Bonds or the Ordinance, and the sole remedy under the Undertaking in the event of any 
failure of the City to comply with the Undertaking shall be an action to compel performance. 

The City is cunently in compHancc with undertakings previously entered into by it pursuant to 
the Rule. The City has had to take corrective action with respect to its undertakings for its Single Family 
Mortgage Revenue Bonds issued from 1996 to 2002. See "—Corrective Action Related to Certain Bond 
Disclosure Requirements" below. 

Amendment; Waiver 

Notwithstanding any other provision of the Undertaking, the City may amend the Undertaking, 
and any provision of the Undertaking may be waived, if: 

(a) (i) the amendment or waiver is made in connection with a change in circumstances 
that arises from a change in legal requirements, change in law, or change in the identity, namre or status 
of the City or type of business conducted; 

(ii) the Undertaking, as amended, or the provision, as waived, would have complied with the 
requirements of the Rule at the time of the primary offering, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances; and ^ 

(iii) the amendment or waiver does not materially impair the interests of the beneficial owners 
of the Bonds, as determined by a party unaffiliated with the City (such as the Tmstee or co-bond counsel), 
or by approving vote of the owners of the Bonds at the time of the amendment or waiver; or 

(b) the amendment or waiver is otherwise permitted by the Rule. 

E M M A 

AH documents submitted to the MSRB through EMMA pursuant to the Undertaking shall be in 
electionic format and accompanied by identifying information as prescribed by the MSRB, in accordance 
with the Rule. Al l documents submitted to the MSRB through EMMA will be word-searchable PDFs, 
configured to permit documents to be saved, viewed, printed and electionically retransmitted. 

Termination of Undertaking 

The Undertaking shall be terminated if the City shall no longer have any legal liability for any 
obligation on or relating to repayment of the Bonds. If this provision is applicable, the City shall give 
notice in a timely manner to the MSRB. 
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Additional Information 

Nothing in the Undertaking shall be deemed to prevent the City from disseminating any other 
information, using the means of dissemmation set forth in the Undertaking or any other means of 
communication, or including any other information in any Annual Financial Information or Audited 
Financial Statements or notice of occurrence of a Reportable Event, in addition to that which is required 
by the Undertaking. If the City chooses to include any information in any Annual Financial Information 
or Audited Financial Statements or notice of occurrence of a Reportable Event in addition to that which is 
specifically required by the Undertaking, the City shall have no obligation under the Undertaking to 
update such information or include it in any future Aiiiiual Financial Informalibn or Audited Financial 
Statements or nolice of occurrence of a Reportable Event. 

Corrective Action Related fo Certain Bond Disclosure Requirements 

While the City is currently in compliance with respect to its undertakings to file Annual Financial 
Information relating to all previously issued bonds and notes in accordance with the Rule, the City and the 
dissemination agent for the City's Collateralized Single Family Mortgage Revenue Bonds issued from 
1996 to 2002 (the "Single Family Mortgage Bonds") did not distribute annual bond disclosure reports for 
the Single Family Mortgage Bonds in a timely maimer as required by Section (b)(5) of the Rule. The City 
has filed current annual bond disclosure reports for the Single Family Mortgage Bonds with the tmstee 
for the Single Family Mortgage Bonds and such tmstee has disseminated such reports to each Nationally 
Recognized Municipal Securities Information Repository then recognized by the Commission for 
purposes of the Rule with respect to those previously issued Single Family Mortgage Bonds and has 
complied with the Rule for Collateralized Single Family Mortgage Revenue Bonds issued subsequent to 
2002. 

[REMAINDER OF P A G E INTENTIONALLY LEFT B L A N K ] 
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MISCELLANEOUS 

The foregoing summaries or descriptions of provisions of the Ordinance and the Undertaking and 
all references to other materials not purporting to be quoted in full, are qualified in their entirety by 
reference to the complete provisions of the documents and other materials summarized or described. 
Copies of these documents may be obtained from the Chief Financial Officer of the City. 

The Bonds are authorized and are being issued pursuant to the City Council's approval under the 
powers of the City as a home mle unit under Article VII of the Illinois Constitufion of 1970. This Official 
Statement has been authorized by the City Council. 

CITY OF CHICAGO 

By: Isl Lois A. Scott 
Chief Financial Officer 
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MISCELLANEOUS 

The foregoing summaries or descriptions of provisions of the Ordinance and the Undertaking and 
all references to other materials not purporting to be quoted in full, are qualified m their entirety by 
reference to the complete provisions of the documents and other materials summarized or described. 
Copies of these documents may be obtained from the Chief Financial Officer of the City. 

The Bonds are authorized and are being issued pursuant to the City Council's approval under the 
powers of the City as a home mle unit under Article VII of the Illinois Constitution of 1970. This Official 
Statement has been authorized by the City Council. 

CITY OF CHICAGO 

Bv: • • 
C^icfFinanciaft5fficer 
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Real Property Assessment, Tax Levy and Collection Procedures 

General Information under this caption provides a general summary of the current procedures 
for real property assessment, tax levy and tax collection in Cook County (the "County"). The following is 
not an exhaustive discussion, nor can there be any assurance that the procedures described under this 
caption will not be changed either retroactively or prospectively. The Illinois laws relating to real 
property taxation are contained in the Illinois Property Tax Code (the "Property Tax Code"). 

Substantially all (approximately 99.99 percent) of the "Equalized Assessed Valuation" (described 
below) of taxable property in the City is located in the County The remainder is located in DuPage 
County Accordingly, unless olhcrv\'isc indicated, Ihc information set forth under this caption and 
elsewhere in this Official Statement with respect to taxable property in the City does not reflect the 
portion situated in DuPage County. 

Assessment. The Cook County Assessor (the "Assessor") is responsible for the assessment of all 
taxable real property within the County, except for certain railroad property and pollution control 
equipment assessed directly by the State. One-third of the real property in the Coimty is reassessed each 
year on a repeating triennial schedule established by the Assessor. The City was last reassessed in 2009. 
The suburbs in the northern and northwestern portions of the County were reassessed in 2010. The 
suburbs in the westem and southem portions of the County are being reassessed in 2011. The City will 
next be reassessed in 2012. 

Real property in the County is separated into various classifications for assessment purposes. 
After the Assessor establishes the fair cash value of a parcel of land, that value is multiplied by one of the 
classification percentages to anive at the assessed valuafion (the "Assessed Valuation") for the parcel. 
Begiiming with the 2009 tax year, the classification percentages range from 10 to 25 percent depending 
on the type of property (e.g., residential, industrial, commercial) and whether it qualifies for certain 
incentives for reduced rates. For prior years, the classification percentages ranged from 16 to 38 percent. 

The Cook County Board of Commissioners has adopted various amendments to the County's 
Real Property Assessment Classification Ordinance (the "Classification Ordinance"), pursuant to which 
the Assessed Valuation of real property is established. Among other things, these amendments have 
reduced cert.ain property classification percentages, lengthened certain renewal periods of classifications 
and created new property classifications. 

The Assessor has established procedures enabling taxpayers to contest the Assessor's tentative 
Assessed Valuations. Once the Assessor certifies final Assessed Valuations, a taxpayer can seek review 
of its assessment by the Cook County Board of Review (the "Board of Review"). The Board of Review 
has powers to review and adjust Assessed Valuations set by the Assessor. Owners of property are able to 
appeal decisions of the Board of Review to the Illinois Property Tax Appeal Board (the "PTAB"), a state­
wide administrative body, or to the Circuit Court of Cook County (the "Circuit Court"). The PTAB has 
the power to detemiinc the Assessed Valuation of real property based on equity and the weight of the 
evidence. Based on the amount of the proposed change in assessed valuation, taxpayers may appeal 
decisions of the PTAB to either the Circuit Court or the Illmois Appellate Court under the Illinois 
Administrative Review Law. 

In a series of PTAB decisions, the PTAB reduced the assessed valuations of certain commercial 
and industrial property in the County based upon the application of median levels of assessment derived 
from Illinois Department of Revenue sales-ratio studies instead of utilizing the assessment percentages 
provided in the Classification Ordinance. On appeal, the Illinois Appellate Court determined that it was 
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improper for the PTAB, on its own initiative, to use the sales-ratio studies when such studies were not 
even raised as an issue by the taxpayer before the Board of Review or in its appeal to the PTAB. 

The Appellate Court decisions do not preclude a taxpayer in a properly presented case from 
introducing into evidence sales-ratio studies for the purpose of obtaining an assessment below that which 
would result from application of the Classification Ordinance. No prediction can be made whether any 
currently pending or future case would be successful. The City believes that the impact of any such case 
on the City would be minimal, as the City's ability to levy or collect real property taxes would be 
unaffected. 

As an altemative to seeking review of Assessed Valuations by the PTAB, taxpayers who have 
first exhausted their remedies before the Board of Review may file an objection in the Circuit Court. The 
City filed a petition to intervene in certain of these proceedings for the first time in 2003, but the Cfrcuit 
Court denied the City's petition in early 2004. The City appealed the Circuit Court decision. On appeal, 
the Circuit Court decision was reversed and the matter was remanded to the Circuit Court with 
instmctions to allow the City to proceed with its petitions to intervene. In addition, in cases where the 
Assessor agrees that an assessment error has been made after tax bills have been issued, the Assessor can 
correct the Assessed Valuation, and thus reduce the amount of taxes due, by issuing a Certificate of Enor. 

Equalization. After the Assessed Valuation for each parcel of real estate in a county has been 
determined for a given year including. any revisions made by the Board of Review, the Illinois 
Department of Revenue reviews the assessments and determines an equalization factor (the "Equalization 
Factor"), commonly called the "multiplier," for each county. The purpose of equalization is to bring the 
aggregate assessed value of all real property, except farmland and undeveloped coal, m each county to the 
statutory requirement of 33-1/3 percent of estimated fair cash value. Adjustments in Assessed Valuation 
made by the PTAB or the courts are not reflected in the Equalization Factor. The Assessed Valuation of 
each parcel of real estate in the County is multiplied by the County's Equalization Factor to determine the 
parcel's equalized assessed valuation (the "Equalized Assessed Valuation"). 

The Equalized Assessed Valuation for each parcel is the final property valuation used for 
determination of tax liability. The aggregate Equalized Assessed Valuation for all parcels in any taxing 
body's jurisdiction, after reduction for all applicable exemptions, plus the valuation of property assessed 
directly by the State, constimtes the total real estate tax base for the taxing body and is the figure used to 
calculate tax rates (the "Assessment Base"). The Equalization Factor for a given year is used in 
computing the taxes extended for collection in the following year. The Equalization Factors for each of 
the,last i l tax levy years, from 2000 through 2010 (the most recent years available), are fisted in 
APPENDIX B in the table captioned "Property Tax Information." 

In 1991, legislation was enacted by the State which provided that for 1992 and for subsequent 
years' tax levies, the Equalized Assessed Valuation used to determme any applicable tax limits is the one 
for the immediately preceding year and not the current year. This legislation impacts taxing districts with 
rate limits only and currently does not apply to the City. See "— Property Tax Limit Considerations" 
below. 

Exemptions. The Illinois Constitution allows homestead exemptions for residential property. 
Pursuant to the Illinois Proper^ Tax Code, property must be occupied by the owner as a principal 
residence on January 1 of the tax year for which the exemption will be claimed. 

The annual general homestead exemption provides for the reduction of the Equalized Assessed 
Valuation ("EAV") of certain property owned and used exclusively for residential purposes by the 
amount of the increase over the 1977 EAV, up to a maximum reduction of $6,000. There is an additional 
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homestead exemption for senior citizens (individuals at least 65 years of age), for whom the Assessor is 
authorized to reduce the EAV by $4,000. An additional exemption is available for homes owned and 
exclusively used for residential purposes by disabled veterans or their spouses, for whom the Assessor is 
authorized to annually exempt up to $70,000 of the Assessed Valuation. An exemption is available for 
homestead improvements by an owner of a single family residence of up to $75,000 of the increase in the 
fair cash value of a home due to certain home improvements to an existing stmcture for at least four years 
from the date the improvement is completed and occupied. Senior citizens whose household income is 
$55,000 or less, and who are either the owner of record or have a legal or equitable interest in the 
property, qualify to have the EAV of their property frozen in the year in which they fust qualify for the 
so-called "freeze" and each year thereafter in which the qualifying criteria arc maintained 

On July 12, 2004, the Property Tax Code was amended to permit each county in the State, by 
enacting an ordinance within six months of the effective date of the law, to limit future increases in the 
taxable value of residential property in such a county to an annual increase of not more than 7% per year. 
This is known as the Altemative Homestead Exemption. Upon adoption of such an ordinance, homestead 
property will generally be entitled to an annual homestead exemption equal to the difference between the 
property's EAV and the property's "adjusted homestead value." The County adopted an ordinance 
electing to be govemed by this law. The exemption provided for under this law cannot exceed $20,000 in 
any taxable year. The purpose of the law is to reduce the increase in the taxable value of residential 
property that otherwise occurs when home values rise rapidly. 

In 2007, the Altemative Homestead Exemption law enacted in 2004 was allowed to sunset. .Later 
in 2007, Public Act 95-0644 was enacted, which extended the Altemative Homestead Exemption law for 
an additional three years, subject to certain revisions and adjustments to the prior law. The extension 
enacted in 2007 expired for properties located in the City with the 2008 assessment. On May 1, 2011, 
Public Act 96-1418 was enacted to extend the Altemative Homestead Exemption for three more years. 
The maximum exemption is $20,000 for the first year, $16,000 for the second year, and $12,000 for the 
third year. The exemption would be applied over a three-year period: 2009 through 2011 in the City, 
2010 through 2012 in the northern and northwestem portions of the County and 2011 through 2013 in the 
westem and southem portions of the County. 

In October 2004, the Chicagoland Chamber of Commerce, along with multiple other plaintiffs, 
filed 3 Complaint for Declaratory and Injunctive Relief in the Circuit Court, requesting the court to enter 
an order declaring the 2004 Altemative Homestead Exemption law unconstitutional and enjoining the 
application and enforcement of its provisions. (The Chicagoland Chamber of Commerce, et. al. v. Maria 
Pappas, et. a!., 04 CH 16874). On April 22, 2005, the circuit court dismissed the complaint, and that 
mling was appealed. On appeal, the Appellate Court affirmed the decision of the Circuit Court. 

Aside from homestead exemptions, upon application, review and approval by the Board of 
Review, or upon an appeal to the Illinois Department of Revenue, there are exemptions generally 
available for properties of religious, charitable, and educational organizations, as well as units of federal, 
state and local govemments. 

Additionally, counties have been authorized to create special property tax exemptions in long-
established residential areas or in areas of deteriorated, vacant or abandoned homes and properties. Under 
such an exemption, long-time, residential owner-occupants in eligible areas would be entitled to a deferral 
or exemption from that portion of property taxes resulting from an increase in market value because of 
refurbishment or renovation of other residences or constmction of new residences in the area. On June 5, 
2001, the County enacted the Longtime Homeowner Ordinance, which provides property tax relief from 
dramatic rises in property taxes directly or indirectly attributable to gentiification in the form of an 
exemption. This is generally applicable to homeowners: (i) who have resided in their homes for 10 
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consecutive years (or five consecutive years for homeowners who have received assistance in the 
acquisition of the property as part of a government or nonprofit housing program), (ii) whose annual 
household income for the year of the homeowner's trieimial assessment does not exceed 115 percent of 
the Chicago Primary MetropoHtan Statistical Area median income as defined by the United States 
Department of Housing and Urban Development, (iii) whose property has increased in assessed value to a 
level exceeding 150 percent of the cunent average assessed value for properties in the assessment district 
where the property is located, and (iv) who, for any triennial assessment cycle, did not cause a substantial 
improvement which resulted in an increase in the property's fair cash value in excess of the $45,000 
allowance set forth in the Properly Tax Code. 

Tax Levy. There are over 800 units of local govemment (the "Units") located in whole or in part 
in the County that have taxing power. The major Units having taxing power over property within the City 
are the City, the Chicago Park Distiict, the Board of Education of the City of Chicago, the School Finance 
Authority, Community College District No. 508, the Metropolitan Water Reclamation District of Greater 
Chicago, the County and the Forest Preserve District of Cook County. 

As part of the annual budgetary process of the Units, each year in which the determination is 
made to levy real estate taxes, proceedings are adopted by the goveming body for each Unit. The tax levy 
proceedings impose the Units' respective real estate taxes in terms of a dollar amount. Each Unit certifies 
its real estate tax levy, as established by the proceedings, to the County Clerk's Office. The remaining 
administiation and collection of the real estate taxes is statutorily assigned to the County Clerk and the 
County Treasurer, who is also the County Collector (the "County Collector"). 

After the Units file theu annual tax levies, the County Clerk computes the armual tax rate for each 
Unit by dividing the levy of each Unit by the Assessment Base of the respective Unit. If any tax rate thus 
calculated or any component of such a tax rate (sueh as a levy for a particular fund) exceeds any 
applicable statutory rate limit, the County Clerk disregards the excessive rate and applies the maximum 
rate permitted by law. 

The County Clerk then computes the total tax rate appHcable to each parcel of real property by 
aggregating the tax rates of all the Units having jurisdiction over the particular parcel. The County Clerk 
enters in the books prepared for the County Collector (the "Warrant Books") the tax (determmed by 
multiplying that total tax rate by the Equalized Assessed Valuation of that parcel), along with the tax 
rates, the Assessed Valuation and the Equalized Assessed Valuation. The Warrant Books are the County 
Collector's authority for the collection of taxes and are used by the County Collector as the basis for 
issuing tax bills to all property owners. 

The lliinois Tmth in Taxation Law (the "Tmth in Taxation Law") contained within the Property 
Tax Code imposes procedural lunitations on a Unit's real estate taxing powers and requires that notice in 
prescribed form must be published if the aggregate annual levy is estimated to exceed 105 percent of the 
levy of the preceding year, exclusive of levies for debt service, levies made for the purpose of paying 
amounts due under public building commission leases and election costs. A public hearing must also be 
held, which may not be in conjunction with the budget hearing of the Unit on the adoption of the armual 
levy. No amount in excess of 105 percent of the preceding year's levy may be used as the basis for 
issuing tax bills to property owners unless the levy is accompanied by certification of compliance with the 
foregoing procedures. The Tmth in Taxation Law does not impose any limitations on the rate or amount 
of the levy to pay principal of and interest on the general obligations bonds and notes of the City. 

Collection. Property taxes are collected by the County Collector, who remits to each Unit its 
share of the collections. Taxes levied in one year become payable during the following year in two 
installments, the first due on March I and the second on the later of August 1 or 30 days after the mailing 
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of the tax bills. The first installment is an estimated bill calculated at 55% of the prior year's tax bill. The 
second installment is for the balance of the current year's tax bill, and is based on the current levy, 
assessed value and Equalization Factor and applicable tax rates, and reflects any changes from the prior 
year in those factors. Taxes on raifroad real property used for transportation purposes are payable in one 
lump sum on the same date as the second installment. 

The following table sets forth the second installment penalty date during the last 10 years; the 
first installment penalty date has been March 2 for all years. 

Second Installment 

Tax Year Penalty Dale 
2010 November 1, 2011 
2009 December 13, 2010 
2008 December 1, 2009 
2007 November 3,2008 
2006 December 3, 2007 
2005 September 1, 2006 
2004 November 1, 2005 
2003 November 15, 2004 
2002 October 1, 2003 
2001 November 1, 2002 

The County may provide for tax bills to be payable in four installments instead of two. The 
County has not dcterrnined to require payment of tax bills in four installments. During the periods of peak 
collections, tax receipts are forwarded to each Unit not less than weekly. 

At the end of each collection year, the County Collector presents the Warrant Books to the Circuit 
Court and applies for a judgment for all unpaid taxes. The court order resulting from the application for 
judgment provides fof an annua! sale of all unpaid taxes shown on the year's Wanant Books (the "Annual 
Tax Sale"). The Annual Tax Sale is a public sale, at which time successful tax buyers pay the unpaid 
taxes plus penalties. Unpaid taxes accme penakies at the rate of 1.5 percent per month from their due date 
until the date of sale. Taxpayers can redeem their property by paying the amount paid at the sale, plus an 
additional penalty fee calculated from the penalty bid at sale times a certain multiplier based on each six-
rnonth period after the sale. If no redemption is made within the applicable redemption period (ranging 
from six months to two and one-half years depending on the type and occupancy of the property) and the 
tax buyer files a petition in Circuit Court, notifying the necessary parties in accordance with applicable 
law, the tax buyer receives a deed to the property. In addition, there are miscellaneous statutory 
provisions for foreclosure of tax liens. 

If there is no sale of the tax lien on a parcel of property at the Annual Tax Sale, the taxes are 
forfeited and eligible to be piu-chased at any time thereafter at an amount equal to all delinquent taxes, 
interest and certain other costs to the date of purchase. Redemption periods and procedures are the same 
as applicable to the Annual Tax Sale, except that a different penalty rate may apply depending on the 
length of the redemption period. 

A scavenger .̂ ale (the "Scavenger Sale"), like the Annual Tax Sale, is a sale of unpaid taxes. A 
Scavenger Sale must fe held, at a minimum, every two years on ail property in which taxes are delinquent 
for two or more years- The sale price of the unpaid taxes is the amount bid at the Scavenger Sale, which 
may be less than the amount of the delinquent taxes. Redemption periods vary from six months to two 
and one-half years depending upon the type and occupancy of the property. 
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The aimual appropriation ordinance of the City has a provision for an allowance for uncollectible 
taxes. The City reviews this provision annually to determine whether adjustments are appropriate. For tax 
year 2010, collectible in 2011, the allowance for uncollectible taxes is about four percent of the gross tax 
levy. For financial reporting purposes, uncollected taxes are written off by the City after four years, but 
are fully reserved after one year. 

Property Tax Limit Considerations 

State Legislation. As described above under "Real Property Assessment, Tax Levy and 
Collection Procedures — Exemptions," the Altemative Homestead Exemption was recentiy extended for 
an additional three years. 

State of Illinois. The Property Tax Code limits (a) the amount of property taxes that can be 
extended for non-home mle units of local government located in the County and five adjacent counties 
and (b) die ability of those entities to issue general obligation bonds without voter approval (collectively, 
the "State Tax Cap"). Generally, the extension of property taxes for a unit of local government subject to 
the State Tax Cap may increase in any year by five percent or the percent increase m the Consumer Price 
Index for the preceding year, whichever is less, or the amount approved by referendum. The State Tax 
Cap does not apply to "limited bonds" payable from a unit's "debt service extension base" or to "double-
barreled alternate bonds" issued pursuant to Secfion 15 of the Local Govemment Debt Reform Act. 

As a home rule unit of govemment, the City is not subject to the State Tax Cap. Under the IlUnois 
Constitution of 1970, the enactment of legislation applying the State Tax Cap to the City and other home 
mle municipalities would require a law approved by the vote of three-fifths of the members of each house 
of the Illinois General Assembly and the concurrence of the Governor of the State of Illinois. It is not 
possible to predict whether, or in what form, any property tax limitations applicable to the City would be 
enacted by the Illinois General Assembly. The adoption of any such lunits on the extension of real 
property taxes by the lUinois General Assembly may, in future years, adversely affect the City's ability to 
levy property taxes to finance operations at current levels and the City's power to issue additional general 
obligation debt without the prior approval of voters. 

State law imposes certain notice and public hearing requirements on non-home mle units of local 
govemment that propose to issue general obligation debt. These requirements do not apply to the City. 

The City. In 1993, the City Council of the City adopted an ordinance (the "City Tax Limitation 
Ordinance") limiting, beginning in 1994, the City's aggregate property tax levy to an amount equal to the 
prior year's aggregate property tax levy (subject to certain adjustments) plus the lesser of (a) five percent 
or (b) the percentage increase in the annualized Consumer Price Index for all urban consumers for all 
items, as published by the United States Department of Labor, during the 12-month period most recently 
announced prior to the filing of the preliminary budget estimate report. The City Tax Limitation 
Ordinance also provides that such limitation shall not reduce that portion of each levy attributable to the 
greater of: (i) for any levy year, interest and prmcipal on general obligation notes and bonds of the City 
outstanding on January 1, 1994, to be paid from collections of the levy made for such levy year, or (u) 
$395,255,686, the amoimt of the aggregate interest and principal payments on the City's general 
obhgation bonds and notes during the 12-month period ended January 1, 1994, subject to annual increase 
in the manner described above for the aggregate levy (the "Safe Harbor"). Additional safe harbors are 
provided for portions of any levy attributable to payments under installment contracts or public building 
commission leases or attributable to payments due as a resuit of the refunding of general obligation bonds 
or notes or of such installment confracts or leases. 
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The tax limits set forth in the City Tax Limitation Ordinance may in future years adversely affect 
the City's ability to finance operations at cunent levels and limit the ability of the City to fmance capital 
improvement projects through the issuance of propcrty-tax-supported bonds. 

Pursuant to the Ordinance, the taxes levied by the City for the payment of principal and interest 
on the Bonds is not subject to the limitations contained in the City Tax Limitation Ordinance. 
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PROPERTY TAX INFORMATION 

The following tables present statistical data regarding the City's property tax base, tax rates, tax levies and tax collections. 

Assessed, Equalized Assessed and Estimated Value of All Taxable Property 2000 - 2010 
(Dollars in Thousands) 

Assessed Value' 

Total Equalized 
Assessed Value 

Tax 
Levy 
Year* Class t Class 3' Class 5* Other" Total 

State 
Equalization 

Factor' 

Total 
Equalized 
Assessed 
Value^ 

Total 
Direct 

Tax 
Rate 

Total 
iisti mated 
E'air Cash 

Value' 

as a Percentage 
of Total 

Estimated Fair 
Cash Value 

2000 8,758,682 1,966,921 8,807,444 342,943 19,875,990 2.2235 40,480,077 1.660 162,593,364 24.90 
2001 8,973,796 1,923,256 8,757,366 354,036 20,008,454 2.3098 41,981,912 1.637 1.'̂ 5,912,246 22 58 
2002 9,221,622 1,865,646 8,878,142 349,372 20,314,782 2.4689 45,330,892 1.591 201,938,231 22.45 
2003 12,677,199 2,233,572 10,303,732 487,680 25,702,183 2.4598 53,168,632 1.380 223,572,427 23.78 
2004 12,988,216 1,883,048 10,40i,429 465,462 25,738,155 2.5757 55,277,096 1.302 262,080,627 2L09 
2005 13,420,538 1,842,613 10,502,698 462,099 26,227,948 2.7320 59,304,530 1,243 2̂ 3̂,137,884 20.95 
2006 18,521,873 2,006,898 12,157,149 688,868 33,374,788 2.7076 69,511,192 1.062 329,770,733 21.08 
2007 18,937,256 1,768,927 12,239,086 678,196 33,623,465 2.8439 73,645,316 1.044 320.503,503 22.98 
2008 19,339,574 1,602,769 12,359,536 693,239 33,995,118 2.9786 80,977,543 1.030 310,888,609 26,05 
2009 18,311,981 1,812,850 10,720,244 592,364 31,437,439 3.3701 84,586,808 0.986 2S0,288,730 30,21 
2010'" - - - - - 3.3000 82,087,170 1.016 - -

Source: Cook County Assessor's Office. Excludes portion of City m DuPage Counly 
Taxes for each year become due and payable in tlie following year. For example, taxes for tlie 2009 tax levy became due and payable in 2010. 
Residential, six units and under. 
Residential, seven units and over and mixed-use. 
industrial/commercial. 
Vacant, not-for-profit and induslrial/commerciai incentive classes. 
Source. Illinois Department of Revenue 
Source' Cook Counly Clerk's Office, Calculations are net of exemptions and exclude portions of ihe City in DuPage County Calculations also include as.scssment of pollution control facilities and 
railroad properly. 
Source, The Civic Federation Excludes railroad properly, pollution control facilities and portion of City m DuPage County. 
Complete 2010 information not available at lime of publicaiion. 
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Property Taxes for Al l City Funds, Collections and Estimated Allowance 
for Uncollectible Taxes 2001 - 2010' 

(Dollars in Thousands) 

Collections within 
Fiscal Year 

Total Collections 
to Date 

Tax 
Levy 
Year̂  

Total Tax Levy 
for Fiscal Year̂  Amount 

Percentage 
of Levy 

Collections in 
Subsequent 

Years 
Total Tax 

Collections'* 

Percent of 
Total Tax 
Collections 
to Tax Levy 

Estimated 
Allowance for 
Uncollectible 

Taxes 

Net 
Outstandinj 

Taxes 
Receivable 

2001 $687,381 $664,393 96.7% $ 12,847 $677,240 98.5% $10,141 $ 
2002 707,181 676,997 95,7 13,194 690,191 97.6 16,990 
2003 719,695' 674,325 93.7 24,845 699,170 97.1 20,525 -
2004 719,780' 694,214 96,4 8,195 702,409 97,6 17,371 -
2005 718,071 ' 694,593 96.7 6,711 701,304 97,7 16,767 -
2006 719,230' " 630,666 87.7 64,344 695,010 96.6 24,220 -
2007 749,351 ' 712,008 95.0 20,970 732,978 97.8 16,078 295 
2008 834,152' 776,522 93.1 44,922 821,444 98.5 12,454 254 
2009 834,109' 700,579 84.0 122,279 822,858 98,7 2,106 9,145 
2010 834,089 ' 665,573 79.8 - 665,573 79.8 6,741 161,775 

Source, Cook County Clerk's Office 
Taxes for each year become due and payable in the following year. For example, taxes for the 2010 tax levy become due and payable in 2011, 
Does not include the levy for the Special Services Areas and net of collections for Tax Increment Financing Districts. 
Reflects lax collections through November 8, 201!. 

Does not include the levy for the Schools Building and improvement Fund, which is accounted for in an agency fund. 
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Property Tax Rates By Fund Per SlOO Of Equalized Assessed Valuation 2001-2010' 

Municipal 

Laborers' and 
Retirement 

Hoard 
Tax Bond, Note Policemen's Employees' Firemen's Employees' 
Levy Tax Extension Redemption and Annuity and Annuity and Annuity and Aintuity and 
Year (in thousands)̂  Interest̂  Ben em Benefit Benefit Benefit Total 

2001 687,381 0.942710 0.289912 0.277774 0.126603 1.637 
2002 707,181 0.943061 0.271463 0.259848 0,116628 - 1,591 
2003 719,695 " 0.831169 0.230466 0.218316 0.100049 - 1.380 
2004 719,780^ 0.760676 0.216752 0.229048 0.095524 - 1.302 
2005 718,071 " 0.696607 0.231467 0.231683 0 083243 - 1.243 
2006 719,230" 0.569261 0.194953 0.197399 0,099974 - 1,062 
2007 749,351 " 0.588843 0.191548 0.174302 0,088581 - 1.044 
2008 834,152" 0.602842 0.172426 0.162182 0.080787 0.011763 1.030 
2009 834,109" 0.570806 0.167552 0.153704 0,078184 0 015754 0.986 
2010* 834,089" 0.588724 0,170734 0.I6I435 0.078352 0 016705 1,016 

Source: Cook County Clerk's Office. 
Does jiot include levy for Special Service Areas and net of collections for Tax Increment Financing districts 
Includes rates from Ihe Chicago Pubhc Library Bond, Note Redemption and Interest Fund 
Does not include the levy for the Schools Building and Improvement Fund, whicli is accounted for in an agency fund, 
2011 information noi available al lime of publication. 
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Combined Property Tax Rates of the City and Other Major Governmental 
Units Per SlOO of Equalized Assessed Valuation 2001-2010' 

Tax 
Levy 
Year City 

City of 
Chicago 
School 

Building & 
Improvement 

Fund 

Chicago 
School 

Finance 
Authority 

Board of 
Education 

City 
Colleges 

of 
Chicago 

Chicago 
Park 

District 

Metropolitan 
Water 

Reclamation 
District 

Forest 
Preserve 

District of 
Cook 

County 
Cook 

County Total 

2001 1.637 - 0.223 3.744 0.307 0.567 0,401 0.067 0.746 7.692 
2002 1.591 - 0.177 3.562 0.280 0.545 0.371 0.061 0.690 7.277 
2003 1.380 - 0,151 3.142 0.246 0.464 0.361 0.059 0.630 6.433 
2004 1.302 - 0.177 3.104 0.242 0.455 0.347 0.060 0.593 6.280 
2005 1.243 - 0.127 3.026 0.234 0.443 0.315 0.060 • 0.533 5.981 
2006 1.062 - 0,118 2.697 0.205 0.379 0.284 0.057 0.500 5.302 
2007 1.044 - 0.091 2.583 0.159 0.355 0.263 0,053 0.446 4.994 
2008 1.030 0.117 - 2.472 0.156 0.323 0.252 0,051 0,415 4.816 
2009 0.986 0.112 - 2.366 0.150 0.309 0.261 0,049 0,394 4.627 
2010^ 1.016 0.116 - 2.581 0.151 0.319 0.274 0.051 0.423 4.931 

Source; Cook County Clerk's Office, 
2011 information not available at time of publication. 
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CITY OF CHICAGO 
PROPERTY TAX SUPPORTED BONDED DEBT 

Computation of Direct and Overlapping Bonded Debt 
As of November 8, 201l' 

(Adjusted for the issuance of the Bonds and the use of proceeds from the 201 i Sales Tax Revenue Bonds) 
(Dollars in Thousands) 

Direct Debt: 

Geneml Obligalion Rond-: and Nciei'̂  
The Bonds 
Shon-Tenn Obligations" 
Net Direct Long-Tcnn Debt 

57.361.284 
416.345 

(257.5241 
S7.52Q.1Q5 

Overlapping Debt 

City Colleges of Chicago 

Board of Education 
Chicago School Finance Authority 
Chicago Park Distnct 
Metropolitan Water Reclamalicn District O f Greater Chicago. 
Cook County 
Cook County Forest Preserve District 
Total Overlapping Long-Term Debt 

Net Direct Percent Debt 
Debt'' Overlapping^ Applicable 

; -0- 100 00% S -0-

5,981,932^ 100,00 5,981,932 
-0- 100.00 -0-

924,975^ 100.00 924,975 
2,495,259 49.18 1,227,168 
3,841,130 48.17 1,850,272 

101,935 48.17 49.102 
$10,033,449 

Net Direct and Overlapping Long-Term Debt.... S17.553.555 

See "SECURITY FOR THF, SERIES 2011 BONDS — Additional General Obligation Debt" in this Official Statement. 

Includes Genera! Obligation Fixed Rate and Commercial Paper Nolcs consisting of 

(a) Fixed Rale Notes, Taxable Series 2010 outstanding in the amounts shown below (dollars in thousands). 

Amount Scries Final Maturitj' 

$70,425 2010 04/01/2012 

(b) Fixed Rate Notes, Taxable Scries 2011 outstanding in the amounts shown tjelow (dollars in thousands): 

Amount Series Final Maturity 

$70,425 2011 12/05/2012 

(c) Commercial Paper Notes outstanding in ihe amounts below (dollars in thousands)-

Amount Series 

$116,674* 2002B (Taxable) 

* A portion of the Commercial Paper Notes is expected lo be refunded with a portion of the Bonds. 

Includes debt secured by property taxes (including "alternate bonds" and "limited tax" bonds) and PBC bonds secured by tong-lerm lease 
obligations also secured by property taxes 
Source; Each of the respective lax distncts. 
Source; Cook Counly Clerk's Office. 

Includes $5,651,556,617 and 5475,960,000 of general obligalion bonds of the Board and the Chicago Park District, respectively, issued as 
"alternate revenue" bonds secured by alternate revenue sources. An ad valorem property tax levy is filed in an amoimt sufTicient to pay debt 
service on the altemate revenue bonds. When sufficient revenues have accumulated to pay annual debt service on the aliemaie revenue bonds, 
the property tax levy is abated. To date, alternate revenues have been available in amounts sufficient to pay pnncipal and interest coming due 
on the alternate revenue bonds issued by the Board of Education and the Chicago Park District 
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Selected Debt Statistics 

Population (2010) 
Total Equalized Assessed Value (2010) 
Total Estimated Fair Cash Value (2009) 

2,695,598' 
$82,087,170,063^ 

$280,288,729,779^ 

Percent of Total 

Amount 
Net Direct Long-Term Debt $ 7,520,105,203 
Total Net Direct and Overlapping Long-Term Debt... $17,553,554,607 

Per Capita 
$2,789.77 
$6,511.93 

Percent of Total 
Estimated Fair 

Cash Value 
2.68% 
6.26% 

Source; U.S. Census Bureau. 
Source; Cook County Clerk's Office. Total Equalized Assessed Value is net of exenqjtions. Includes assessment of pollution control 
facilities and excludes portions of the City in DuPage County. 
Source. The Civic Federation. Excludes raiĥ oad property, pollution control facilities and portion of the City in DuPage County. 
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The Bonds 

Debt Service Schedule' 
As Novembers, 2011̂  

(Adjusted for Ihc issuance of the Bonds and the use of proceeds from 2011 Sales Tax Revenue Bonds) 

General Obligalion Bonds OulslanriinB 
Ocncriil lihlijiiiiion 

Nolcs 1 iuKi.iiidinB 

Year Pnncipal Interest Capitalized Inleresl Pnncipal Interest''' Capitalized Inleresl Dcbi S c i i i i c ' ' ' 

Total Dcbi 
Service 

ml S SS.699,76l S 184,583,967 S(31,754,519) $2lS4:t, ,7U S 469.955.921 

2013 S 25.013,508 S(25,0t3,508) 165.892,714 373,106,872 (40,437,630) 498.561,956 

20H 23,030,340 (23,030,340) 204.661.569 354,830,913 (4.034,677) 565,457,804 

20IS 23.030,340 214.279,425 356.621,803 593,931,567 

2016 23,030,340 227,006,371 344,624,845 594,661,556 

2017 23,030.340 242,411,761 334.807,002 600,249,102 

20IS 23,030.340 265,591,948 324,132,239 612,804,527 

2019 23.030.340 273,131,972 312.331,570 613,493,881 

2020 23,030.340 291,308.700 299,515,258 613.854,298 

2021 23,030,340 304,473,918 288,134,384 615.638,642 

2022 23,030,340 307,632,240 274,146,323 604,808.902 

2023 23,030,340 311,583.400 265,681.930 600.295.669 

2024 23,030.340 303,053.320 252,058,141 573,141,800 

2025 23.030,340 297,067,012 238,568,595 558.665,947 

2026 23.030,340 287,463,971 225,581,511 536,075,822 

2027 23.030,340 288,301.163 213.023,417 524,359.919 

I02S 23,030.140 283,769,710 195,849,259 500,649.318 

2029 23,030,340 283,939,806 187.631,677 494,601.823 

2030 23.030,340 287,464,515 172,216.736 482,711,591 

2031 23.030.340 327.997.520 162.082,494 513,110,354 

2032 S 19.070,000 23,030.340 256,408.596 144,952.441 443,461,377 

2033 19,950,000 22.148,352 256,453,762 116,795,598 415,347,712 

2034 20.995,000 21.100,977 241,981,194 103,336,417 387,413,589 

2035 22.100,000 19.998,740 229.337,377 90,440,583 361,876,699 

2036 23.260,000 18.838,490 198,757,607 77,702,809 318,558,906 

2037 2''.425,000 17,675,490 179,961,559 67,365,774 289,427,823 

203S 25,645,000 16,454.240 160,362,925 57,788.468 260,250,633 

2039 26,925,000 15,171,990 145,366,330 49.076,720 236,540,090 

2040 28,270,000 !3,825.740 154,130,000 11,026,228 207,251,967 

2041 99,840,000 12,412.240 24,625,000 2,077,366 138,954,606 

2042 105.865.000 6.187.894 25,645,000 1.059.901 138,957,795 

Toial 
S416.345,000 S626,604,i 14 S(4a,043.S4B) S7,103,760,203 56,089,206,241 5(76.226,826) S2';S4;(.,7I2 514,370,071,596 

' Principal and interest (including the amouni of interest ihal has accreted on capita! appreciation bonds) for each year includes amounts payable on the City's general obligalion bond- and notes on July I of that year and January 
1 of the following year, except thai each year includes principal and inleresl payable on the General Obligation Bonds Series 2O07A-K (Modem Schools Across Chicago Program), iln- (.cncral Obligation Bonds Senes 2011 A 
(Modem Schools Across Chicago Pre&cam) (TaK-Ewmpt) and the General Obligation Bonds. Taxable Senes 2011B (Modem Schools Across Chicago Program) (Build Amcra'a Umids - Dircci Payment) on June 1 and 
December I of lhat year 

' Sec "SECURITY FOR THE SERIES 2011 BONDS — Addiiional General Obligation Debt" m this Onicial Statement 

' Interest for each year includes die full amouni of ihe mlcresl payable on General Obhgation Bonds, Taxable Pmjcci Series 2009C (Build America Bonds - Direct Paymenl), the General Obligation Bonds, Taxable Project Senes 
2009D (Recovery Zone Economic Development Bonds-Direcl Paymcnl) and ihc Genera! Obligation Bonds, Taxable Scncs 20I1B (Modem Schools Across Chicago Program) (Buil.l AineiicB Bonds - Direct Payment) wilhoul 
adjusinicnl for Subsidy Payments to be received by the City, 

' Tlic inleresl rate on S3.6 million variable rate bonds is assumed to be six percent. The City has entered into mieresl rate hedge agrccmcnis which required the City lo pay inleresl .ii .i mic of 3.575 percent for 5206.7 million 
General Obligation Vanable Rale Demand Bonds (Neighborhoods Alive 21 Program), Series 2002B, 4 052 percent for 1201 965 million General Obligation Vanable Rale Demand liniut-. Project and Refunding Scncs 20O3B. 
4 104 percent for 5222,790 million General Obligation Variable Rate Demand Bonds, Project and Rcftinding Senes 2005D and 3.9932 percenl for S200 million General Obligalion \ .inablc Rate Demand Bonds Refunding 
Scncs 2007E, F and G Tlic tabic includes ihe inleresl payable by the City under the intercsl rate hedge agreements for these four bond issues 

' Includes outstanding Fixed Rale Notes and Commercial Paper Notes. Sec APPENDIX B - "Financial and Other InfonnaUon- Property Tax Supported Bonded Debt - ComputaUim ol Direct and Overlapping Bonded Debt -
Noie(l)." 

' A portion of the Commercial Paper Noies is expected to be refunded with a portion of ihe proceeds of the Bonds 

Note* May not lotal due to rounding. 
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PROPERTY TAX LEVIES BY FUND 
For Fiscal Years Ended 2006 - 2010''̂  

(Dollars in Thousands) 

2006 2007 Change 2008 Change 2009 Change 2010 Change 

Note Redemption and Interest'' $ 60,116 $ 33,506 (44.26)% $ 73,363 118.95% $73,363 -% $ 73,377 0.02% 

Bond Redemption and Interest 316,858 381,145 20.29 414,853 8.84 409,512 (1.29) 409,979 (0.11) 

Policemen's Annuity and Benefit'' 135,528 141,080 4,10 139,640 (1.02) 141,74! 1.50 140,165 (1.11) 

Municipal Employees' Annuity and Benefit'' 137,228 128,378 (6.45) 131,344 2.31 130,026 (1.00) 132,531 1.93 

Firemen's Annuity and Benefit'' 69,500 65,242 (6.13) 65,426 0.28 66,140 1.09 64,323 (2.75) 

Laborers' and Retirement Board Employees' 
Annuity and Benefit"* 

Total 

_ _ _ 9,526 _ 13,327 39,90 13,714 2.90 
Laborers' and Retirement Board Employees' 
Annuity and Benefit"* 

Total $719,230 S749,351 4.19% 5834,152 11,32% $834,109 (0.01)% $834,089 (0.00) 

' Source: Cook County Clerk's Office. 
' See APPENDIX B - "FINANCIAL AND OTHER INFORMATION - Property Taxes For All City Funds, Collections And Estimated Allowance For Uncollectible Taxes 2000-2010," Does not 

include the levy for the School Building and Improvement Fund which is accounted for in an agency fund, 
^ Includes Corporate, Chicago Public Library Maintenance and Operations, Chicago Public Library Building and Sites, and City Relief Funds. 
* For information regarding the City's unfunded (assels in excess oO pension benefit obligations under its Pension Plans, see the individual Pension Plans Financial Statements. 



CITY OF CHICAGO 
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 

General Fund (Corporate) 
For Fiscal Years Ended 2006-2010' 

(Dollars in Thousands) 

2006 2007 2008 2009 2010 
Revenues: 

Utility Tax $ 475,482 $ 50l-,023 $ 524,842 $ 481,275 $ 467,411 
Sales Tax . 537.441 543.23S 518.131 476.557 495.S42 
Stale Income Tax 314.559 377,727 378.545 251,820 282.01! 
Other Taxes 708,706 687,511 637,923 572,472 590,575 
Federal/State Grants 2,802 3,366 2,347 1,714 1,735 
Other Revenues^ 729,999 822,561 813,983 777,788 773,278 

Total Revenues 2,768,989 2,935,426 2,875,771 2,561,626 2,610,852 

Expenditures; 
Current: 

Public Safety 1,783,993 1,845,497 1,856,634 1,862,914 1,828,984 
General Govemment 783,059 860,976 889,266 857,626 903,890 
Othcr^ 328,081 349,616 356,066 288,559 296,063 

Debt Service 7,069 6,930 5,318 4,978 5,004 
Total Expenditures 2,902,202 3,063.019 3,107,284 3,014,077 3,033,941 

Revenues Under Expenditures (133,213) (127,593) (231.513) (452,451) (423,089) 

Other Financing Sources (Uses): 
Proceeds of Debt, Net of 
Original Discount/Including 
Premium - 23,921 164,000 58,500 16,500 

Transfers In 115.058 i30,561 94,058 416,135 502,502 
Transfers Out (30,500) (42,500) (25.193) (17.463) (13,600) 

Total Other Fmancing 
Souices (Uses) 84,558 111,982 232.865 457,172 505,402 

Revenues and Other Financing 
Sources Over (Under) 
Expenditures and Other 
Financing Uses (48,655) (15,611) 1.352 4,721 82,313 

Fund Balance-Beginning of Year 1 10,819 62,391 44,307 48,443 54,706 
Change in Inventory 227 (2,473) 2,784 1,542 (1,478) 

Fund Balance-End of Year $ 62,391 S 44.307 $ 48,443 $ 54,706 $ 135,541 

Source; Table 6 in the Statistical Section of the City of Chicago Comprehensive Annual Financial Report (CAFR) for the year ended 
December 31, 2010 The City's CAFR for the year ended December 31, 2010 is available upon request from the Office of ihe City 
Comptroller. 

Includes Internal Service, Licenses and Pennits, Fines, Investmeni Income, Charges for Services and Miscellaneous Revenues. 

Includes Health, Streets and Sanitation, Transportation, Cultural and Recreational and Other Expenditures, 
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Special Revenue Funds 
For Fiscal Years Ended 2006 - 2010' 

(Dollars in Thousands) 

2006 2007 2008 2009 2010 
Revenues: 

Property Tax $ 302,772 $ 314,742 $ 326,334 $ 334,792 $ 316,618 
Utility Tax 24,299 28,838 82,373 75,688 72,201 
Sales Tax 76 5 „ _ _ 
State Income Tax 65,552 55,719 56.848 95,994 103,657 
OtherTaxes 382,232 465,533 554,096 572,651 588,717 
Federal/State Grants 820,702 778,601 794,564 751,555 814,144 
Other Revenues^ 115,023 114,906 120,401 131,295 121,017 

Total Revenues 1.710,656 1.758.344 1.934,616 1,961,975 2,016,354 

Expenditures: 
Current: 

. Public Safety 67,363 35,102 35,518 50,797 80,744 
General Govemment 740,423 789,703 915,659 799,236 882,553 
Employee Pensions 396,923 371,649 413,690 430,915 435,432 
Other̂  552,675 603,553 677,990 566,612 521,876 

Capital Outlay 8,110 16,674 4.360 3,357 4,903 
Debt Service 6,356 7,603 5,628 3.632 3.898 

Total Expendimres 1,771,850 1,824,284 2,052.845 1,854,549 1,929,406 

Revenues Under Expenditures (61,194) (65,940) (118,229) 107.426 86,948 

Other Financing Sources (Uses): 
Proceeds of Debt, Net of 

Original Discount/ 
Including Premium 79,250 144,614 163,628 72,925 88,018 

Payment to Refimded Bond 
Escrow Agent _ _ _ _ _ 

Transfers In 193,850 108,045 ! 55,637 185,358 94,424 
Transfers Out (38,177) (86,470) (48,604) (1,746,126) (65,807) 

Total Other Financing 
Sources (Uses) 234,923 166,189 270,661 (1,487,843) 116,635 

Revenues and Other Financmg 
Sources Over (Under) 
Expenditures and Odier 
Financing Uses 173,729 100,249 152,432 (1.380.417) 203,583 

Fund Balance-Beginning of Year 609,119 782.848 883,097 1,035,529 (344,888) 
Fund Balance-End of Year $ 782,848 $ 883.097 $1,035,529 $(344,888) $(141,305) 

Source: Table 7 in the Statistical Section of ihe City of Chicago Comprehensive Annua] Financial Report (CAFR) for the year ended 
December 31, 2010. The City's CAFR for the year ended December 31, 2010 is available upon request from the Office of the City 
Comptroller. 
Includes Interna! Service, Licenses and Permits, Fines, Investment Income, Charges for Services and Miscellaneous Revenues. 
Includes Health, Streets and Sanitation, Transportation, Cultural and Recreational and Other Expenditures. 
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Debt SerWce Funds 
For Fiscal Years Ended 2006 - 2010' 

(Dollars in Thousands) 

2006 2007 2008 2009 2010 
Revenues: 

Property Tax $ 363,218 $ 346,965 $ 403,489 $ 471.218 $ 437,463 
Utility Tax 22.308 22.318 22.282 22.138 22.324 
Sales Tax 21,639 27,684 30,440 27,395 31.162 
Other Taxes 193,824 217,731 220,220 131,993 129,566 
Other Revenues^ 33,368 30,594 6,562 38.720 61,004 

Total Revenues 634,357 645,292 682,993 691,464 681,519 

Expenditures: 
Debt Service 693,110 • 625,459 1,022.156 777,725 747,061 

Total Expenditures 693,no 625,459 1,022,156 777,725 747,061 

Revenues Over (Under) 
Expendi tines (58,753) 19,833 (339,163) (86,261) (65,542) 

Other Financing Sources (Uses): 
Proceeds of Debt, Net of Original 

Discount/Including Premium 302,658 777.151 405,311 340,324 560,524 
Payment to Refiinded Bond 

Escrow Agent (276,607) (951.419) (186,421) (213,435) (412,184) 
Transfers In 8,741 63,807 33,186 684,277 44.185 
Transfers Out (509,884) (73,325) (141,498) (81,291) (110,049) 

Total Other Financing 
Sources (Uses) (475,092) (183,786) 110,578 729,875 82,476 

Revenues and Other Financing 
Sources Over (Under) 
Expenditures and Other 
Financing Uses (533,845) (163,953) (228,585) 643,614 16.934 

Fund Balance - Beginning of Year 688.887 155,042 (8,911) (237,496) 406,118 

Fund Balance - End of Year $155,042 $ (8,911) $ (237,496) $ 406,118 $ 423,052 

Source: Table 8 in the Statistical Section of the City of Chicago Comprehensive Annual Financial Report (CAFR) for the year ended 
December 31, 2010, The City's CAFR for the year ended December 31, 2010 is available upon request from the Office of the City 
Comptroller. 
Includes Investment Income and Miscellaneous Revenues. 
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Capital Projects Funds 
For Fiscal Years Ended 2006-2010' 

(Dollars in Thousands) 

2006 2007 2008 2009 2010 
Revenues: 

Other Revenues^ $ 56,687 $ 76,666 $ 44,464 $ 18,240 $ 43,135 

Total Revenues 56,687 76,666 44,464 18,240 43,135 

Expenditures 
Capital Outlay 907,201 585,759 657,104 615,916 624,007 

Total Expenditures 907,201 585,759 657,104 615,916 624,007 

Revenues Under Expendimres (850,514) (509,093) (612,640) (597,676) (580,872) 

Other Financing Sources (Uses): 

Proceeds of Debt, Net of Original 
Discount/Inciuding Premium 380,925 708,195 62,493 529,553 769,348 
Transfers In 352,386 29,603 10,567 16,334 6,296 
Transfers Out (10,977) (27,521) (96) (3.734) (99) 

Total Other Financing 
Sources (Uses) 722,334 710.277 72,964 542,153 775,545 

Revenues and Other Financing Sources 
Over (Under) Expenditures and Other 
Financing Uses (128.180) 201,184 (539.676) (55,523) 194,673 

Fund Balance-Beginning of Year 910.819 782,639 983,823 444,147 388,624 

Fund Balance-End of Year $ 782,639 $ 983,823 $ 444,147 $ 388,624 $ 583.297 

' Source: Table 9 in the StaUstical Section of Ihe City of Chicago Comprehensive Annual Financial Report (CAFR) for the year ended 
December 31, 2010. The City's CAFR for the year ended December 31, 2010 is available upon request from the Office of Ihe City 
Comptroller. 

^ Includes Investment Income, Charges for Services and Miscellaneous Revenues 
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Combining Statement of Revenues, Expenditures and Changes in Fund Balances 
Nonmajor Governmental Funds 
Year Ended December 31, 2010' 

(Dollars in Thousands) 

REVENUES 
Property Tax 
Udhiy Tax 
Sales Tu\ . . . 
Transportation Tax 
State Income Tax 
Transaction Tax 
Special Area Tax 
Other Taxes 
Federal/State Grants 
Intemal Service 
Fines 
Investment Income 
Charges for Services 
Miscellaneous 

Total Revenues 

EXPENDrrURES 
Cunent: 

General Govemment 
Health 
Public Safety 
Streets and Sanitation 
Transportation 
Cultural and Recreational,., 
Employee Pensions 
Other 

Capital Outlay 
Debt Service: 

Principal Retirement 
Interest and Other Fiscal Charges 

Total Expenditures 

Revenues Over (Under) Expenditures. 

OTHER FINANCING SOURCES (USES) 
Issuance of Debt 
Payment to Refunded Bond Escrow Agent 
Transfers In 
Transfers Out 

Total Other Financing Sources (Uses) 

Net Change in Fund Balances .. 
Fund Balance - Beginning of Year 

Fund Balance- End of Year 

Total Special Debt Service Total Total Nonmajor 
Revenue Fund Special Capital Governmental 
Funds Taxing Areas Project Funds Funds^ 

S316,6I8 $ $ $ 316,618 
72 201 - - 72,201 

- 1,409 1.409 
168,912 - - 168,912 
103,657 - - 103,657 
32,687 - - 32,687 

- 113.949 - 113,949 
14,541 - 14,541 

21,191 _ _ 21,191 
13,865 - - 13,865 
3,542 19 1,635 5,196 

29,561 - - 29,561 
29,266 663 1,042 30,931 

806,001 116,040 2,677 924,718 

233,227 233,227 
5,704 - - 5,704 
3,158 - - 3,158 

51,405 - - 51,405 
53,019 - - 53,019 
84,424 - - 84,424 

435,432 - - 435,432 
869 - - 869 

- - 66,399 66,399 

- 36.535 _ 36,535 
3,898 28,431 - 32,329 

871,136 64,966 66,399 1,002,501 

(65,135) 51,074 (63,722) (77,783) 

88,018 1,443 120,647 210,108 * 

13,600 44.185 _ 57,785 
(21,500) (87,899) - (109,399) 
80,118 (42,271) 120,647 158,494 

14,983 8,803 56.925 80,711 
90,757 149,647 47,746 288,150 

$105,740 $158,450 $104,671 $368,861 

Source* Schedule B-2 in the Nonmajor Govemmental Funds Section of the City of Chicago Comprehensive Annual Financial Report 
(CAFR) for the year ended December 31, 2010. The City's CAFR for the year ended December 31, 2010 is available upon request from the 
Office of the City Comptroller 
The line items under "Total Nonmajor Govemmental Funds" above are identical lo the line items under the column captioned "Other 
Govemmenlal Funds" appearing as Exhibit 4 to the City's Basic Financial Statements for the year ended December 31, 2010 included as 
APPENDIX C hereto. 
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Deloitte Detoitte'S Touche UP 
n ! S Wacter Drive 
Chicago. IL 60506-4301 
USA 

Tel;+1 512 486 1000 
Fax; +1 312 486 1485 
www.deloitie.com 

INDEPENDENT AUDITORS' REPORT 

To the Honorabie Rahm Emanuel, Mayor, 
and Members of the City Council 
City of Chicago, Illinois 

We have audited the accompanying financial statements of the govemmental activities, the business-type 
activities, each major iE\ind, and the aggregate remaining fund information of the City of Chicago, Illinois 
(the "City"), as of and for the year ended December 31, 2010, which collectively comprise the City's 
basic financial statements, as listed in the table of contents. These financial statements are the 
responsibility of the City's management. Our responsibility is to express opinions on these financial 
statements based on our audit. We did not audit the financial statements of the City's Pension Plans (the 
"Plans") which, in aggregate, represent substantially all the assets and revenues of the fiduciary funds, 
included in the aggregate remaining fiind information. Those financial statements were audited by other 
auditors whose reports thereon have been fiimished to us, and our opinion, insofar as it relates to the 
amounts included for the Plans, is based solely on the reports of the other auditors. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those sfandards require that we plan and perform the audit to obtain reasonable assurance 
about whether the respective financial statements are free of material misstatement. An audit includes 
consideration of intemal control over financial reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the City's intemal control over fmancial reporting. Accordingly, wc express no such opinion. An audit 
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
respective financial statements, assessing the accounting principles used and significant estimates made 
by management, as well as evaluafing the overall financial statement presentation. We believe that our 
audit and the reports of other auditors provide a reasonable basis for our opinions. 

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to 
previously present fairly, in all material respects, the respective net assets or financial position of the 
governmental activities, the business-type activities, each major fund, and the aggregate remaining fund 
information of the City, as of December 31, 2010, and the respective changes in fmancial position and, 
where applicable, cash flows thereof and the respective budgetary comparison for the General Fund for 
the year then ended, in conformity with accounting principles generally accepted in the United States of 
America. 

As discussed in Note I to the financial statements, effecfive January 1, 2010, the City adopted Statement 
No. 53 of the Government Accoimting Standards Board (GASB), Accounting and Fmancial Reporting 

for Derivative Instruments. 

The Management's Discussion and Analysis and Schedule of Other Postemployment Benefits Funding 
Progress, as listed in the table of contents, are not a required part of the basic financial statements, but are 
supplementary information required by the GASB. This supplementary information is the responsibility 

Member <rf 
DcloitleToudM TohmatKi l i n k e d 



of the City's management. We and other auditors have applied certain limited procedures, which 
consisted principally of inquiries of management regarding the metliods of measurement and presentation 
of the required supplementary information. However, we did not audit the information and express no 
opinion on it. 

.lune 29. 2011 
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CITY OF CHICAGO, ILLINOIS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31,2010 

Management's Discussion and Analysis 

As management of the City of Chicago. Illinois (City) we offer readers of the City's Basic Rnanclal Statements this 
narrative overview and analysis of the financial activities of the City for Ihe fiscal year ended December 31, 2010. We 
encourage the readers to consider the intomnation presented here in conjunction with other information contained 
within this report. 

Fiscal 2010 Financial Highlights 

• Liabilities and Deferred Inflows of the City, in the government-wide financial statements, exceeded its assets and 
deferred outflows at the close of the most recent fiscal year by $1,570.8 million (net deficit). Of this amount, 
$8,014.3 million is an unrestricted deficit, while $2,041.2 million is invested in capital assets, net of related debt 
and $4,402.3 million is restricted for specific purposes. 

• The City's total assets and deferred outflows increased by $1,695.6 million. The increase relates to $453.1 
million increase in capital assets as a result of the City's capital Improvement program and $812 8 million 
increase in restricted cash and cash equivalents and investments primarily as a result of the City's financing of its 
business activities capital programs. 

• Revenues and Other Financing Sources, in the fund financial statements, available for general governmental 
operations during 2010 were $7,467.1 million, a decrease of $1,123.6 million (13.1 percent) from 2009. The 
reduction was a (esult of the 2009 transfers in of $1.702.5 mitlion when ttie service concession agreements fund 
was established. 

• The General Fund, also in the fund financial statements, ended 2010 wllh a total Fund Balance of $135.5 million. 
Total Fund Balance increased from 2009 primarily because Revenues and Other Financing Sources were more 
than Expenditures and Other Financing Uses by $82.3 million. Fund Balance at December 31, 2010 of $36.2 
million was reserved for commitments. Unreserved Fund Balance was $81.2 million at December 31, 2010, 
compared to a balance of $2.7 million at the end of 2009. 

• The Ci t /s genera! obligation bonds and notes outstanding increased by $641.3 million during the current fiscal 
year. The proceeds from the increase In bonds were used to finance the City's capital plan and certain operating 
expenses. 

Overview ol the Financial Statements 

This discussion and analysis is intended to serve as an introduction (o the City's basic financial slatements, which 
include the following components: 1) government-wide financial statements. 2) fund financial statements, and 3) 
notes to the basic firiancial slatements. This report also contains required supplementary information and other 
supplementary information in addition to the basic financial statements. These components are described below: 

Government-wide financial statements. The government-wide financial statetnents are designed to provide 
readers with a broad overview of the Ci t /s finances, using accounting methods similar to those used by private-
sector companies. The statements provide both short-temi and long-term information about the Ci t /s financial 
position, which assists in assessing the Ci t /s economic condition at the end of the fiscal year. These financial 
statements are prepared using the flow of economic resources measurement focus and the accnja! basis of 
accounting. This basically means such statements follow methods that are similar to those used by most businesses. 
They take into account all revenues and expenses connected with the fiscal year even if cash involved has not been 
received or paid. The government-wide financial statements include two statements: 

The statement of net assets presents infonnation on all o( the Ci t /s assets, deferred outflows, liabilities, and deferred 
inflows with the difference reported as net assets. Over time, increases or decreases in net assets may serve as a 
useful indicator of whether the financial position of the City is improving or deteriorating, respectively. To assess the 
overall health of the City, the reader should consider additional non-financial factors such as changes in the Ci t /s 
property tax base and the condition of the C i t / s roads. 

The statement of activities presents information showing how the government's net assets changed during each fiscal 
year. All changes In net assets are reported as soon as the underlying event giving rise lo the change occurs. 
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regardless of the timing of the related cash flows. Thus, revenues and expenses are reported in this statement for 
some items that will only result In cash flows in future periods (for example, uncollected taxes, and earned but unused 
vacation). This statement also presents a comparison between direct expenses and program revenues for each 
function of the City. 

Both of the government-wide financial statements distinguish functions of the City lhat are principally supported by 
taxes and Intergovernmental revenues {governmental activities) from other functions that are intended to recover all 
or a significant portion of their costs through user fees and enlarges {business-type activities). The govemmental 
activities of the City include general govemment, public safety, streets and sanitation, transportation, health, and 
cultural and recreation. The business-type activities of the City include water, sewer, tollway and airport services. 

The government-wide financial statements present information about the City as a primary government, which 
includes the Chicago Public Library and the City related funds of the Public Building Commission. The govemment-
wide financial statements can be found immediately lollowing this management's discussion and analysis. 

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources 
that have been segregated for specific activities or objectives. The City, like other state and local governments, uses 
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of 
the City can be divided into three categories: govemmental funds, proprietary funds, and fiduciary funds. 

Govemmental funds. Governmental funds are used to account for essentially the same functions reported as 
govemmental activities in the government-wide financial statements. However, unlike the government-wide financial 
statements, govemmental fund financial statements focus on near-term inflows and outflows of spendable resources, 
as well as on balances of spendable resources available at the end of a fiscal year. Such Information may be useful 
in evaluating a govemmenfs near-term financing requirements. 

Because the focus of governmental funds Is narrower than that of the govemment-wide financial statements, it is 
useful to compare the infonnation presented for govemmental funds with similar information presented for 
govemmental activities in the government-wide financial statements. By doing so, readers may better understand the 
long-temi impact of the government's near-term financing decisions. Both the govemmental fund balance sheet and 
Ihe govemmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to 
facilitate the comparison behveen governmental funds and govemmental activities. 

The City maintains 20 individual governmental funds. Infomiation for the seven funds that qualHy as major is 
presented separately in the governmental fund balance sheet and in the govemmental fund statement of revenues, 
expenditures, and changes in fund balances. The seven major governmental funds are as foltows: the General Fund, 
the Federal. State and Local Grants Fund, the Special Taxing Areas Fund. Service Concession Agreement Fund, the 
Reserve Fund, the Bond, Note Redemption and Interest Fund, and the Community Development and Improvement 
Projects Fund. Data from the other governmental funds are combined into a single, aggregated presentation. 

The City adopts an annual appropriation budget for its general and certain special revenue funds on a non-GAAP 
budgetary basis. A budgetary comparison statement has been pro\nded for the General Fund, the only major fund 
with an appropriation budget, to demonstrate compliance with this budget. TTie basic govemmental fund financial 
statements can be found immediately following the government-wide statemenls. 

Proprietary funds. These funds are used to show activities ttiat operate more like those of commercial enterprises. 
Because these funds charge user fees for services provided to outside customers including local govemments, they 
are known as enterprise funds. Proprietary funds, like govemment-wide statements, use the accrual basis of 
accounting and provide both long- and short-term financial information. There is no reconciliatton needed between 
the government-wide financial statements for business-type activities and the proprietary fund financial statements. 
The City uses five enterprise funds to account for its water, sewer, tollway and two airports operations. 
Proprieteuy funds provide the same type of infonnation as the government-wide financial statements, but provide 
more detail. The proprietary fund financial statements provide separate information for the Water Fund, Sewer Fund, 
Chicago Skyway Fund, Chicago-O'Hare Intemational Airport Fund and Ihe Chicago Midway Intemational Airport 
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Fund. All the proprietary funds are considered to be major funds of the City. The basic proprietary fund financial 
statements can be found immediately foltowing the governmental fund financial statements. 

Fiduciary funds. Fiduciary funds are used pnmarily to account for resources held for the benefit of parties outside 
the pnmary govemment. The City is the trustee, or fkJuciary, for its employees' pension plans. It is also responsible 
for other assets that, t>ecau$e of a trust anrangement can be used only for the trust beneficiaries. The City also uses 
fiduciary funds to account for transactions for assets held by the City as agent for various entities. The City is 
responsible for ensuring that the assets reported in these funds are used for their intended purposes. Fiduciary funds 
are no/reflected In the government-wide llnancial statements because the resources of those funds are not available 
to support the Ci t /s own programs. All of the Cit /s fiduciary activities are reported in a separate statement of 
fiduciary net assets and a statement of changes in fiduciary net assets. The accounting used lor fiduciary funds is 
much like that used for proprietary funds. The basic fiduciary fund financial statements can be found immediately 
following the proprietary fund financial statements. 

Notes to the basic finaneial statements. The notes provide additional information that is essential to a full 
understanding of data provided in the government-wide and fund financial statements. The notes to the basic 
financial statements can be found immediately following the fiduciary fund financial statements. 

Financial Analysis of the City as a Whole 

Net assets (deffcH). As noted eariier, net assets may serve over time as a useful Indicator of a govemmenfs 
financial position. In the case of the City, liabilities and deferred inflows exceeded assets by $1,570.8 million at 
December 31,2010. 

A large portion of the CIt/s net deficrt, $2,041.2 million reflects its investment in capital assets (land, buiWings, roads, 
brklges, etc.) less any related debt used to acquire those assets that is still outstanding. The City uses these capital 
assets to provide services lo citizens; consequently, these assets are not available for future spending. Although the 
Ci t /s investment in its capital assets is reported net of related debt, it should be noted that the resources needed to 
repay this debt must be pnavided from other sources, since the capital assets themselves cannot be used to liquidate 
these liabilities and deferred inflows. 

Ct t yo l Ch icago, Illinois 
Summary Statement of Net Assets 

(in mi l l ions of dollars) 

Governmental B u s l n e s s ^ e 
Actlvlt lea Activit ies 

2010 2009 2010 2009 

Current and other assets $ 6,109.4 $ 6,106.2 $ 3,939.1 $ 2,772.6 
Capital assets 7,288.3 7,311.5 11,393.8 10,917.5 

Deferred outtlowe 9 Z 5 75.4 141.4 85.7 

Total 13,490.2 13,493.1 15,474.3 13,775.8 

Long-temi liabilrties outstanding...... 13,656.4 12.217.4 11,176.8 9,688.6 
Ottier liabilities 1,468.7 1.448.0 853.9 782.1 

Total Liabilities 15,125.1 13.665.4 12.030.7 10,470.7 

Deferred Inflows 1.660.4 1.681.5 1,719.1 1,737.6 

Net assets: 

Invested in capital assets. 

net of related debt (324.3) 2S1.1 2.365.5 2,286.7 

Restricted 3,611.5 3,735.1 790.8 821.9 
Unrestricted (6.562.5) (5.840.0) (1,431.8) (1,541.1) 

Total n ^ assets (defidl) - $ (3,295.3) $ (1.853.8) $ 1,724.5 S 1.S67.5 

Total 
2010 2009 

$ 10,048.5 

18,682.1 

233.9 

28,964.5 

24.833.2 
2,322.6 

27,155.8 

3.379.5 

2.041.2 

4,402.3 

(8.014.3) 

$ 8.878.8 
18.229.0 

161.1 

27,268.9 

21,906 0 
2,230.1 

24,136.1 

3.419.1 

2,537.8 
4,557.0 

(7,381.1) 

$ (1.570.8) $ (286.3) 
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An additional portion of the Ci t /s net assets ($4,402.3 million) represent resources that are subject to external 
restrtetions on how they may be used. 

Governmental Activities. Net assets of the City's governmental activittes decreased $1,441.5 million to a deficit of 
$3,295.3 million. However, a significant portion of those net assets are either restricted as to the purpose they can be 
used for or they are invested in capital assets (buildings, roads, bridges, etc.) net of related debt. Consequently, 
unrestricted net assets showed a $6,582.5 million deficit at the end of this year. This deficit does not mean that Ihe 
City does not have the resources available to pay its bills next year. Rather, it is the result of having tong-term 
commitments that are greater than currently available resources. Specifically, the City did not include in past annusJ 
budgets th^ full amounts needed to finance future liabilities arising Irom personnel, property, pollution and casualty 
claims ($656.0 million). Munidpal employees. Policemen's and Firemen's net pension obligation ($4,144.5 million) 
and pos(-efnployment benefits ($380.9 mMon). The City will include these amounts in future years' budgets as they 
come due. in addition, the remaining deferred inflow of $1.660.4 millkm will be amortized into income over the life of 
the concession servkie agreements. 

Over half of the CH/s revenue comes from taxes. Total taxes increased slightly. Total taxes include a decrease in 
property taxes of $.1 million (.01 percent). Other taxes increased by $.3 million (.01 percent) as a result of increases 
in sales and transaction taxes. Federal/State grants vary from year to year depending primarily on Oie level of 
spending for programs, construction and other projects. -

Expenses for govemmenlal activities in 2010 were $6,664.5 million. This reflects an increase of $447.3 millran (7.2 
percent) over 2009. Public Safety was the largest component of cun^ent expenses, accounting for 42.4 percent of 
total expenses. Expenses increased as a result of contractual wage increases and related benefits. 

The cost of all govemmental activities was $6,664.5 milNon. 
• The amount that ta^qiayers paid for these activities through City taxes was only $2,918.8 million. 

• Some of the cost was paid by those who directly benefited from the programs ($610.4 million), or 
• By other governments and organizations that subsidized certain programs with grants and contributions 

($789.6 million). 
The City paW $904.2 million for the "public bwiefif portion with other revenues such as state aid, interest and 
miscellajieous income. 

Although total net assets of business-types activities were $1,724.5 million, these resources cannot be used to make 
up for the net asset deficit in govemmental activities. The City generally can only use these net assets to finance the 
continuing operations of the water, sewer, tollway, and airports activities. 
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(In millions of dollars) 

Governmental 
Activities 

Business-type 
Activities Total 

Revenues: 

program Revenues: 

Licenses. Permits, Rnes and 

Charges lor Services 

Operatirig Grants and Contribulions .. 

Capital Grants and Contributions 

(General Revenues: 

Properly Taxes 

OtherTaxes 

Grants and Contributions not 

Restricted to Specific Programs 

Other 

Total Revenues 

Expenses: 

General Govemment 

PubOc Safety 

Streets and Sanitation 

Transportation 

Health _ 

Cultural and Recreational 

interest on Long-term Detrt 

Water 

Sewer 

Midway Intemational Airport 

Ciiicago-O'Hare International Airport 

Chicago Skyway 

Total Expenses 

Change in Net Assets Before Transf ei 

Transfers 

Change in Net Assets 

2010 2009 2010 2009 2010 2009 

$ 610,4 $ 621.9 J 1,508 3 $ 1,332.1 $ 2,118,7 $ 1,954 0 

674.7 611.3 - - 674,7 611.3 

114.9 115.3 246.3 211.2 361.2 326.5 

796.9 797.0 - - 796.9 797.0 

2,121.9 2.121.6 - 2.121.9 2,121.6 

654.0 601.2 57.0 711.0 601.2 

250.2 250.4 21.3 250.2 271.7 

5,223.0 5.118.7 1,811.6 1,564.6 7.034.6 6.683.3 

2,557.7 2.364 8 2,557.7 2,364.8 

2.824.0 2.521.1 - - 2.824.0 2,521.1 

235.9 297.2 - - 2359 297.2 

373.4 351.1 - - 373 4 351.1 

142.4 166.9 -

• 
142,4 166.9 

126.9 130.0 -

• 
126.9 130.0 

404.2 386.1 - - 404.2 386.1 

• 
- 399.3 382.5 399.3 382.5 

• 
- 184.9 170.0 184.9 170.0 

• 
- 224.5 206.6 224.5 206.6 

- - 834 5 811.7 834 5 811.7 

- 11.3 11.8 11.3 11.8 

6,664.5 6.217.2 1.654.5 1.582.6 8.319.0 7.799.8 

{1.441.5) (1,098,5) 157.1 (18.0) (1,284.4) (1,116.5) 

(1.441.5) (1.098.5) 157.1 (16.0) (1,284,4) (1,116.5) 

(1.853.8) (755.3) 1.567.4 1.585.4 (286.4) 830 1 

S (3,295.3) i (1,853.8) $ 1.724.5 $ 1.567.4 $ {1.570.8) S (266.4) 
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Expenses and Program Revenues - Governmental Activities 
(In mil l ions of dollars) 

200 400 600 SQO 1,000 1,^0 1,400 1,600 1,800 2,000 2,200 2,400 2 , ^ 2,800 3,000 • • ' • : • • ' • ' • • I ' 1 • 
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Revenues by Source - Governmental Activities 

Operating Grants and Capital Grants and 
Contribulions Contributions 
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Other 
5% 

Grants and 
Contributor's not 
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13% 
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Business-type Activities, Revenues of the City's business-type activities Increased by $247.0 million In 2010 due 
primarily to increases in charges for services, rent and investment earnings. All Funds met debt service coverage 
ratios set forth in the applicable bond indentures. 

• The Water Fund's operating revenues for 2010 increased by 11.8 percent from 2009 due to an increase in water 
rates. Operating expenses in 2010 increased by 3.4 percent primarily due to an increase In personnel and 
contractual services, as well as depreciation and amortization. 

• The Sewer Fund's operating revenues increased 13.2 percent during fiscal year 2010, as the result of an increase 
in water and sewer rates. Operating expenses increased 4 7% as a result of increased personnel services, 
depreciation and amortization, and general fund reimbursements. 

• Chicago Midway Intemational Airport Fund's operating revenues for 2010 increased by $26.8 million compared to 
prior year operating revenues. Operating expenses increased by $13.8 million primarily due to an increase in 
personnel services, contractual services, and depreciation and amortization. 

• (Chicago-O'Hare Intemational Airport Fund's operating revenues for 2010 increased by $78.2 million (12.5 
percent) compared to prior year operating revenues as a result of increased fund deposit requirements. 
Operating expenses increased by $12.7 million as a result of an increase in contractual services, repair and 
maintenance, and depreciation and amortization. 

• Ttie Chicago Skyway was leased lor 99 years lo a private company. The agreement granted the company to 
operate the Skyway and to collect toll revenue during the term of the agreement. The City received an upfront 
payment of $1.83 billion of which $446.3 million was used to advance refund all of the outstanding Skyway bonds. 
The upfront payment is being amortized into non-operating revenue over Ihe period of the lease ($18.5 million 
annually). 

10 
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Expenses and Program Revenues - Business-type Activities 
(in millions of dollars] 
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Financial Analysis of the City's Funds 

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements. 

Govemmental funds. The focus of the City's govemmental funds is to provide infonnation on near-term inflows, 
outflows, and balances of spendable resources. Such information is useful in assessing the City's financing 
requirements, in particular, unreserved fund balance may serve as a useful measure of a government's net 
resources available for spending at the end of the fiscal year. 

At December 31, 2010, the City's govemmental funds reported combined ending fund balances of $1,878.5 million, 
an increase of $71.6 million in comparison with the prior year. Of ttiis total amount ($77.6 million) constitutes 
undesignated fund balance. The remainder of fund balance is reserved to indicate that it is not available for new 
spending because it has already been commitled 1) to liquidate contracts and purchase orders ol the prior period 
($286.1 million), 2) to pay debt service ($423.1 million), 3) to provide a long-term reserve ($739.2 million). 4) for future 
appropriations ($326.7 million), and 5) for a variety of other restricted purposes ($25.8 million). 

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, unresen/ed fund 
balance of the Genera! Fund was $81.2 million with a total fund balance of $135.5 million. As a measure of the 
General Fund's liquidity, it may be helpful to compare both unreserved fund balance and total fund balance to total 
fund expenditures. Total General Fund balance represents 4.5 percent of total General Fund expenditures. The fund 
balance of the City's General Fund increased by $80.8 million during the current fiscal year. Revenues and Other 
Financing Sources exceeded Expenditures and Other Financing Uses by $82.3 million. As a result of increased 
economically sensitive taxes and lower than expected personnel and t>enefit expenses. 

The Federal. State and Local Grants Fund has a total fund balance of $13.1 million. $7.7 million of which is reserved 
for the resale of property, while there is an unreserved, undesignated fund balance of $5.4 million. 

The Special Taxing Areas Fund has a total fund balance of $1,400.3 million, of which $191.2 million is reserved for 
encumbrances, $188.0 million is designated for future appropriations and the remaining $1,021.1 million is 
unresen/ed, undesignated. Increase in fund balance is a result of Special Area tax exceeding expenditure. 

The Service Concession Agreement Fund accounts for deferred inflows from non business type long-term concession 
and lease transactions and has an unreserved, undesignated (und deficit of $1,660.4 million. 

The Reserve Fund has a total fund balance of $877.9 million, of which $739.1 million is reserved as a long-term trust. 
The remaining is designated for future appropriations. Fund balance decreased as a result of transfers out. 

The Bond, Note Redemption and Interest Fund have a total fund balance of $264.6 million. Fund balance was 
consistent with prior year. 

The Community Development and Improvement Projects Fund has a total fund balance of $478.6 million, of which 
$37.1 million is reserved for encumbrances and the remaining $441.5 million is unreserved, undesignated. The 
increase in fund balance during the cunrent year in the Community Development and Improvement Projects Fund was 
$137.7 million, as a result of the timing of the capital program financing. 

Changes In fund balance. The City's govemmental fund revenues (excluding other financing sources) increased by 
.9 percent or $49.4 million. 

Proprietory funds. The City's proprietary funds provide the same type of information found in the government-wide 
finsuicial statements, but in more detail. 

12 
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Unrestricted-net assets of the Water, Sewer, Chicago Skyway, Chicago-O'Hare Intemational Airport, and Chicago 
Midway Intemational Airport Funds at the end of the year amounted to a deficit of $1,431.8 million. The total increase 
In unrestricted net assets related to changes In the $2,365.5 million of net assets invested in capital assets, net of 
related debt and the $790-8 million of net assets restricted is primarily due to assets being reserved for debt service, 
construction, and rehabilitation. Other (actors concerning the finances of these five funds have already been 
addressed in the discussion of the City's business-type activities. 

General Fund Budgetary Highlights 

The City's 2010 Original General Fund Budget is $3,179.7 million. This budget reflects a decrease of $6.8 million (.2 
percent) over the 2009 Budget. The Cit /s 2010 General Fund Budget was approved by the City Council on 
December 2, 2009. The General Fund revenues on a budgetary basis were $49.9 million less than the final budget 
as a result of higher than expected taxes, offset by lower transfers In. In addition, unfavorable results occun'ed in 
internal sen/ices revenue, licenses and permits, and fines. Expenditures were $135.6 million less than budgeted as a 
result of favorable variances in general govemment primarily as a result of lower than expected health care and 
personnel related expenses. Additional information on the City's budget can be found In Note #3 under Stewardship, 
Compliance and Accountability within this report. 

The General Fund revenues and expenditures in 2010 ended the current fiscal year with an available unreserved fund 
balance of $81.2 million, which is a $78.5 million increase over 2009. 

Capital Asset and Debt Administration 

Capital assets. The City's capital assets for its govemmental and business-type activities as of December 31, 2010 
amount to $18,682.1 million (net of accumulated depreciation). These capital assets include land, buildings and 
system improvements, machinery and equipment, roads, highways and bridges, and property, plant and equipment. 

Major caF»tal asset events during the current fiscal year included the following: 
• The Cftv continued its LEED Strategy with the construction of three new district police stations, the 8*̂ , the 9'^ 

and 23 , all totaling $78.2 million in constmction cost. 
• TTie City also completed the new LEED silver certified Vehicle Maintenance Facility with construction costs 

totaling $20.0 million. 
• During 2010 the City completed $52.8 million in bridge and viaduct reconstruction projects, $102.1 million in street 

construction and resurfacing projects, and $4.2 million in street lighting and transit projects. 
• During 2010 the Water Fund expended $139.7 million for capital activities. This included $4.5 million for 

structures and improvements. $10.3 million for equipment, $46.8 million for construction in progress, and $78.1 
million for distribution plant, of which $20.4 million was for water mains; $37.3 million for in-house construction 
costs; $16.3 million for engineering fees; $2.5 million for capitalized interest; and $1.6 million for completed meter 
projects. Net completed projects totaling $96.1 million were transferred from construction in progress to 
applicable capital accounts. The major completed projects relate to South Water Purification Plant chlorine 
improvement projects ($53.3 million), CCTV, card access, camera upgrades ($4.2 million), 68'" Street Pumping 
Station roof rehab ($4.1 million), and installation and replacements of water mains ($30.9 million). The 2010 
Water Main Replacement Program completed 30 miles of water mains. 

• The 2010 Sewer Main Replacement Program completed 8.6 miles of sewer mains and 37.7 miles of relining of 
existing sewer mains at a cost of $133.0 million. 

• Chicago Midway Intemational Airport had capital asset additions In 2010 of $28.0 million principally due to land 
acquisition, tenninal improvements, security enhancements, parking, and runway improvements.. , 

• Chicago-O'Hare Intemational Airport had capital asset additions in 2010 of $475.5 million principally due to land 
acquisition, temiinal improvements, security enhancements, runway and taxiway improvements along vi/Wi 
heating and refrigeration, and apron improvements. 
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CrTY OF CHICAGO, ILLINOIS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31, 201Q - Continued 

City ot Chicago, Illinois 
Capital Assets (net of depreciation) 

(In mil l ions of dollars) 

Governrnantal 
Activities 

Buslnees-typo 
Activities Total 

2010 2009 2010 2009 2010 2009 

Land . $ 1,382 2 $ 1.372.7 $ 864 0 $ 839.5 $ 2,246 2 S 2,212 2 
W o r k s ol Art and 

Historical Collections 13.1 13.1 -

• 
13.1 13.1 

Construction in Progress 164.6 225.3 1,419.6 1,502.5 1,584.2 1,727,8 
Buildtngs and Other Improvements... 1,677.7 1,589.8 8.767.S 8.286 6 10.445.2 9,876.4 
Machinery and Equipment 320.2 3359 342.7 288.9 662.9 624.8 

3,730.5 3,774 7 . 3.730.5 3,774.7 

Total . $ 7,288.3 $ 7.311.5 $ 11,393.8 $ 10,917.5 $ 18.682.1 $ 18,229.0 

Information on the Ci t /s capital assets can be found in Note #7 of this report 

Debt. At the end of the cun'ent fiscal year, the City had $6,660.0 million in General Obligation Bonds and Notes and 
$644.8 million in General Obligation Certificates and Other Obligations outstanding. Other outstanding long-temi debt 
is as follows: $203.9 million in Motor Fuel Tax Revenue Bonds; $355.5 million of Sales Tax Revenue Bonds; $163.6 
million in Tax Increment Rnancing Bonds; $1.2 million in Installment Purchase Agreements; and $10,923.7 million in 
Enterprise Fund Bonds and long-teim obligations. For more detail, refer to Note No. 10 Long-term Obligations in the 
Basic Financial Statements. 

City of Chicago, Illinois 
General Obligation and Revenue Bonds 

(In mill ions of dollars) 

Governmental 
Activities 

2010 2009 

BuslnesB-type 
Activities 

2010 2009 

Total 
2010 2009 

General Oljligalion i 7.504.7 $ 6,863.4 

Installment Purchase Agreement 1.2 3.5 

Tax Increment 163.6 186.2 

Revenue Bonds 559.4 564.8 

Total $ 8,228.9 $ 7,617.9 

10.923.7 

$ 10.923.7 

9.532.3 

7,504.7 

1.2 

163.6 

11,463.1 

6,063.4 

3.5 

186.2 

10,097.1 

$ 9,532 3 $ 19.152.6 $ 17.150.2 

During 2010, the City issued the following: 

General Obligation Bonds and Notes: 

• General Obligation Bonds, Refunding Series 2009A, Taxable Project and Refunding Series 2009B. Taxable 
Project Series 2009C (Build America Bonds) and Taxable Project Series 2009D (Recovery Zone Economic 
Development Bonds) ($793.3 million) 

• General Obligation Modem Schools Across Chicago Bonds, Series 201 OA and Taxable Series 201 OB ($150.1 
million) 

« General Obligation Bonds Taxable Series 201 OB (Build America Bonds) ($213.6 million) 
• General Obligation Short Term Notes Series 2010 ($70.4 million) 
• General Obligation Commercial Paper Notes ($170.7 million) 
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CITY OF CHICAGO, lUINOIS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31, 2010 - Continued 

Enterprise Fund Revenue Bonds and Notes: 

• Second Lien Water Revenue Bonds, Project and Refunding Series 201 OA, Taxable Project Series 2010B (Build 
America Bonds) and Taxable Project Series 2010C (Qualified Energy Conservation Bonds) ($313.6 million) 

• Second Uen Wastewater Transmission Bonds, Revenue Refunding Series 2010A and Taxable Revenue Project 
Taxable Series 20106 (Build America Bonds) ($275.9 million) 

• Water Commercial Paper Notes ($51.5 million) 
• Chicago-O'Hare Intemational Airport Passenger Facility Charge Revenue Bonds, Series 201 OA (Non-AMT), 

Series 201 OB (Non-AMT), Taxable Series 2010C and Refunding Series 2010D (Non-AMT) ($137.7 million) 
• Chicago-O'Hare Intemational Airport General Airport Third Lien Revenue Bonds, Series 201 OA (Non-AMT), 

Taxable Series 201 OB (BuikJ America Bonds), Series 2010C (Non-AMT), Refunding Series 201OD (AMT), 
Refunding Series 2010E (AMT) and Series 2010F (Non-A(^ ($1.04 billion) 

• Chicago Midway Airport Second Lien Revenue Bonds, Taxable Series 2010 A-1 and Taxable Series 2010 A-2 
($80.5 million) 

• Chicago Midway Airport Second Lien Revenue Bonds, Series 201 OB (Non-AMT), Taxable Series 2010C and 
Taxable Series 2010 D-2 ($246.5'million) 

• Chicago-O'Hare Intemational Airport General Commercial Paper Notes ($.5 million) 
• Chicago Midway Intemational Airport General Commercial Paper Notes ($35.5 million) 

At December 31,2010 the City had credit ratings with each of the three major rating agencies as follows: 

Standard & 
Rating Agency Moody's Poors Fitch 

General Obligation: 
City Aa3 A+ AA-

Revenue Bonds: 
O'Hare Airport 

First Uen General Airport Revenue Bonds Aa3 AA AA+ 
Second Uen General Airport Revenue Bonds A l AA- AA 
Third Uen General Airport Revenue Bonds A l A- A 
Rrst Uen Passer^er Facility Charge (PFC) A2 A- A+ 

Midway Airport 
Rrst Uen ' A2 A A 
Second Uen A3 A- A-

Water 
First Uen Aa2 AA AA+ 
Second Uen Aa3 AA- AA 

Wastewater 
First Lien Aa2 AA- rVa 
Junior Uen Aa3 A+ - AA 

Sales Tax Aa2 AAA AA-

Motor Fud Tax Aa3 AA+ A-

In 2007. the City closed and extinguished the First Lien Passenger Facility Charge (PFC) bonds. AH outstanding PFC 
bonds exist within the same lien status. 
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CITY OF CHICAGO, ILLINOIS 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31, 2010 - Concluded 

Economic Factors and Next Year's Budgets and Rates 

The City's finances are closely tied with the global and national economies. Nationally, in 2010 new housing unit 
starts experienced a slight increase of 5.5 percent above 2009 levels. Additionally, in Chicago year to date average 
home prices increased 1.6 percent in 2010 over 2009 levels and real estate transaction tax collections increased by 
23.8 percent from 2009 collections as a result of the Federal Homeowner Affordability and Stimulus Plari. 

Additionally. 2010 sales tax collections saw a slight increase of 1 8 percent. Amusement tax co'lections increased by 
7.72 percent in 2010 as a result of post season sporting events. 

Chicago is a center of tourism and conventions. Chicago's business district includes more than 30,000 hotel rooms 
within a five-mile range of McCormick Place, the convention facility that contains 2.6 million square feet of exhibit 
halls. Hotel projects completed in 2010 included the JW Marriott with 610 rooms and Hotel Palomar with 261 rooms. 
Hotel occupancy increased to 70 percent in 2010 and the average daily room rate increased by 1.84 percent. 

The 2010 national unemployment rate reached 9.63 percent up Irom 9.275 percent in 2009. The City saw minimal 
change in 2010 as its unemployment rate increased to 10.1 percent in 2010 up from 10.0 percent in 2009. 

The City's 2011 Corporate Fund budget was approved by the City Council on November 17,2010. The City's budget 
totals $3,263.7 million, reflecting an increase ot $84.0 million or approximately 2.6 percent of the 2010 Corporate 
Fund budget The 2011 budget balances a preliminary shortfall of $654.7 million by reducing costs, better managing 
resources and utilizing strategic financial options, including the reduction of 277 full time budgeted positions. Due to 
severe economic conditions over recent years, the City has needed to utiilze nonrecurring revenue sources lor 
budgetary purposes. This has taken the form of expending asset concession reserves and intends to utilize tax 
increment funds by declaring a surplus in twenty-six tax increment financing districts. 

Requests for Information 

This financial report is designed to provide a general overview of the City's finances for all of those with an interest in 
the government's finances. Questions concerning any of the infonnation provided in this report or requests for 
additional financial information should be addressed to the City of Chicago Comptroller's Office. 
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Exhibit 1 
CITY OF CHICAGO, ILLINOIS 
STATEMENT OF NET ASSETS 
December 31,2010 
(Amounts are In Thousands of Dollars) 

Primary Govemment 
Govemmental Business-type 

Activities Activities Total 
ASSETS AND DEFERRED OUTFLOWS 
Cash and Cash Equivalents $ 1,594,798 $ 225,325 $ 1,820,123 
Investments 950.161 132,890 1,083,051 
Cash and Investments with Escrow Agent 457,748 - 457,748 
Receivables (Net of Allowances): 

Property Tax 1,423,922 - 1,423,922 
Accounts 735.807 281,101 1,016,908 

Internal Balances (16,851) 16,851 
Inventories 18.180 15,502 33.682 
Restricted Assets: 

Cash and Cash Equivalents 137,363 1,376,006 1,513.369 
Investments 560.246 1,396,955 1,957,201 

Other Assets 247,931 494.562 742,493 
Capital Assets; 

Land. Art, and Construction in Progress 1,559,949 2,283,645 3,843,594 
Ofrier Capital Assets, Net of Accumulated Depreciation 5,728,394 9,110,105 14,838,499 

Total Capital Assets 7,268,343 11,393,750 18,682,093 

Deferred Outflows 92,589 141.379 233.968 

Total Assets and Deferred Outflovre $ 13.490.237 $ 15,474.321 $ 28,964,558 

LIABILITIES AND DEFERRED INFLOWS 
Voucher Warrants Payable $ 479,047 $ 278,138 $ 757,185 
Short-term Debt 672 - 672 
Accrued Interest 145.788 212,366 358.154 
Accrued and Other Uabilities 733.300 146.729 880,029 
Unearned Revenue 109,836 216,619 326,455 
Long-term Liabilities: 

Due Within One Year 275,186 186,925 462,111 
Other Long-term liabilities - 17,937 1 7,937 
Derivative Instrument Liability 115,269 146,560 261,829 
Due in More Than One Year 13.266.026 10,825,412 24,091.438 

Total Liabilities 15,125.124 12,030,686 27.155,810 

Deferred Inflows 1,660,426 1,719.091 3.379.517 

NET ASSETS 
Invested in Capital Assets. Net of Related Debt (324,284) 2,365.522 2,041,238 
Restricted for; 

Capital Projects 99,646 174,035 273,681 
Long-term Reserve 877,890 - 877,890 
DebtSen/ice 1,132,545 11,860 1,144.405 
Federal. State and Local Grants 13,050 - 13,050 
Special Taxing Areas 1,488.402 - 1,488.402 
Passenger Facility Charges - 179.571 179,571 
Noise Mitigation Program - 206,838 206,838 
Other Purposes - 218,577 218,577 

Unrestricted (Deficit) (6,582,562) (1,431,859) (8.014.421) 
Total Net Assets (Deficit) $ (3,295.313) $ 1,724,544 $ (1,570,769) 

See notes to basic financial statements. 
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Exhibit 2 
CITY OF CHICAGO, ILLINOIS 
STATEMENT OF ACTIVITIES 
Year Ended December 31,2010 
(Amourrts are in Thousands of Dollars) 

F u ncttons/Program 5 

Primary Govemment 
Govemmental Activities: 

General Govemment 
Public Safety 
Streets and Sanitation 
Transportation 
Health 
Cultural and Recreational .... 
Interest on Long-term Debt ., 

Total Govemmental Activities 

Business-type Activities: 
Water 
Sewer 
Chicago Midway Intemational Airport 
Chicago-O'Hare International Airport 
Chicago Skyway 

Total Business-type Activities 

Total Primary Govemment 

Licenses, Permits, 
Fines and 

Expenses Charges for Services 

$ 2.557,681 $ 370,028 
2,824.028 150.710 

235,863 38.092 
373,437 21.640 
142.352 8,332 
126,939 21,635 
404,218 

6,664,518 610,437 

399,347 458,395 
184,888 198.229 
224,465 149,056 
834,487 702,603 

11,312 -
1,654,499 1.508.283 

$ 8,319,017 $ 2,118.720 

See notes to basic financial statements. 
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Program Revenues 

Operating 
Grants and 

Contributions 

487.373 
75,131 

98,287 
13.886 

674,677 

$ 674,677 

Capital 
Grants and 

Contributions 

S 4,903 

109.968 

114.871 

3.414 
3,136 

43,226 
196,533 

246,309 

$ 361,180 

General Revenues 
Taxes: 

Property Tax 
Utility Tax 
Sales Tax 
Transportation Tax 
Transaction Tax 
f e c i a l Area Tax 
Recreation Tax 
OtherTaxes 

Grants and Contributions not Restricted to 
Specific Programs 

Unrestricted Investment Earnings 
Miscellaneous 

Total General Revenues 
Transfers 

Change in Net Assets 
Net Assets - Beginning (Deficit) 

Net (Expense) Revenue and Changes in Net Assets 
Primary Govemment 

Govemmental Business-type 
Activities Activities Total 

$ (1,695,377) $ (1,695,377) 
(2,598.187) - (2,598,187) 

(197,771) - (197,771) 
(241.829) - (241,829) 
(35,733) - (35.733) 
(91.418) - (91.418) 

(404,218) - (404,218) 
(5.264,533) - (5,264.533) 

62.462 62,462 
- 16,477 16,477 
- (32,183) (32,183) 
- 64,649 64,649 
- (11,312) (11,312) 
- 100.093 100,093 

(5,264,533) 100,093 (5,164.440) 

796,928 796,928 
561,936 - 561,936 
260,364 - 260.364 
335,235 - 335,235 
227,772 - 227,772 
477,241 - 477,241 
158,390 - 158,390 
100,935 - 100,935 

654,043 654,043 
100,269 6,831 107,100 
149,902 50,190 200,092 

3,823,015 57,021 3,880,036 

(1,441,518) 157.114 (1,284,404) 
(1,853,795) 1,567,430 (286,365) 

$ (3,295.313) $ 1,724,544 $ (1.570,769) 
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Exhibits 
CITY OF CHICAGO, ILLINOIS 
BALANCE SHEET 
GOVERNMENTAL FUNDS 
December 31,2010 
(Amounts are In Thousands of Dollars) 

General 
ASSETS 
Cash and Cash Equivalents $ 10.003 
Investments 13,065 
Cash and Investments with Escrow Agent 
Receivables (Net of Allowances): 

Property Tax 
Accounts 220,183 

Due From Other Funds 254,124 
Due From Other Govemments 231,987 
Inventories 18,180 
Restricted Cash and Cash Equivalents 
Restricted Investments 
Other Assets -

Total Assets $ 747,542 

LIABILITIES, DEFERRED INFLOWS AND FUND BALANCE 
Liabilities: 

Voucher Warrants Payable $ 159.608 
Bonds. Notes and Other Obligations Payable - Cun-ent 
Accnjed Interest 
Due To Other Funds 295,566 
Accrued and Other Liabilities 117.443 
Claims Payable 36.505 
Deferred Revenue 2.879 

Total Liabilities 612,001 

Deferred Inflows 

Fund Balance: 
Reserved for Encumbrances 36,210 
Reserved for Resale Property 
Reserved for Inventory 18,180 
Reserved for Debt Service 
Reserved for Long-term Trust Fund 
Unreserved, Designated for Future Appropriations 
Unreserved, Undesignated - Major Funds 81,151 
Unreserved, Undesignated - Special Revenue Funds 
Unreserved, Undesignated - Capital Projects Funds -

Total Fund Balance 135,541 
Total Liabilities, Deferred Inflows and Fund Balance $ 747,542 

Federal, State 
and Local 

Grants 

$ 32,990 
16,251 

28.038 
29.707 

145.497 

7.632 
$ 260,115 

$ 134.898 

40.850 
11,068 

60.249 
247.065 

7.632 

5,418 

13.050 
$ 260,115 

Special 
Taxing 
Areas 

$ 1,185,968 
199,320 

394,374 
1,417 
6,378 

$ 1,787,457 

39,884 

10.657 
3,387 

333,198 
387,126 

191,230 

188,000 
1.021,101 

1,400,331 
$ 1,787.457 

See notes to basic flnancf^ statements. 
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Community 
Service Bond, Note Development Other Total 

Concession Redemption and Improvement Governmental Governmental 
Agreements Resen/e and Interest Projects Funds Funds 

$ $ 29.649 $ 50,713 $ 71,647 S 213.828 $ 1.594,798 
- 98,659 110,230 473,690 38,946 950,161 
- - 325,455 - 132,293 457,748 

- - 526.556 _ 502,992 1,423,922 
- 1,973 41,525 2,832 22,363 318.331 
- 50.000 1,512 68.131 94,373 504,225 
- 1,511 - 38.481 417,476 
- - - - - 18,180 
- 137,363 - - - 137.363 
- 560.246 - - - 560.246 
- - - - - 7,632 

$ - $ 877.890 $ 1,057,502 $ 616,300 $ 1,043,276 $ 6.390,082 

$ $ $ $ 39.566 $ 80.206 $ 454,162 
- - 140,248 - 6,695 146,943 
- - 142,160 - 2,775 144,935 
- - - 97.910 81,010 525,993 
- - - 198 67.228 199.324 
- - - - - 36,505 
- - 510,492 - 436,501 1,343,319 
- - 792,900 137.674 674.415 2,851,181 

1.660,426 - - _ . 1,660.426 

37,148 21,486 286.074 
- - - - - 7.632 
- - - - - 18,180 
- - 264,602 - 158.450 423,052 

739.166 - - - 739,166 
- 138.724 - - - 326,724 

(1,660,426) - - 441,478 - (111,278) 
- - - - 96,390 96,390 
- - - - 92.535 92.535 

(1.660,426) 877.890 264,602 478.626 368.861 1,878,475 
$ - $ 877.890 $ 1,057,502 $ 616,300 $ 1.043,276 $ 6,390,082 

Amounts reported for govemmental activities in the statement of net assets are different because: 
Capital assets used in governmental activities are not financial resources and therefore are not reported in the funds 
Othw long-term assets are not available to pay for cunent-period expertfiluies and therefore are deferred in the funds... 
Certain liabilities, including bonds payable, are not due and payable in the cunent 
[Mriod and therefore are not reported in Une funds ^ 

Net assets of governmental activities 

7,288,343 
1.378,564 

(13.840,695) 
$ (3.295,3T3r 
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Exhibit 4 
CITY OF CHICAGO, ILUNOIS 
STATEMENT OF REVENUES. EXPENDITURES AND CHANGES IN FUND BALANCES 
GOVERNMENTAL FUNDS 
Year Ended December 31,2010 
(Amounts are in Thousands of Dollars) . 

Revenues: 
Property Tax 
Utility Tax 
Sales Tax 
Transportation Tax 
State Income Tax 
Transaction Tax 
Special Area Tax 
Recreation Tax 
Other Taxes 
Federal/State Grants 
Intemal Service 
Licenses and Pennits 
Fines -
Investment Income (Loss) 
Charges for Services 
Miscellaneous 

Total Revenues 

Expenditures: 
Current: 

General Government 
Health 
Public Safety 
Streets and Sanitation 
Transportation 
Cultural and Recreatksnal 
Employee Pensions 
Other 

Capital Outlay 
Debt ServKe: 

Principal Retirement 
Interest and Other Fiscal Charges 

Total Expenditures 

Revenues Over (Under) Expenditures 

General 

467.411 
495,842 
150.706 
282.011 

Federal, 
State and 

Local 
Grants 

Special 
Taxing 
Areas 

195.085 - -
- - 372,577 

158,390 - -
86,394 - -

1.735 814,144 
274,574 - -

96.240 - -
258.802 - -

4,200 - 2,323 
84,002 - 2 
55,460 - 274 

2.610.852 814.144 375,176 

903.890 467,299 182.027 
35,593 112.521 59 

1,828,984 77,180 406 
177,950 - 3.071 
70,032 119,294 54,994 

544 14,760 4.569 

11.944 17,187 
- 4,903 -

3,785 -
1.219 - -

3.033.941 813.144 245,126 

(423,089) 1,000 130.050 

Continued on following pages. 
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Community 
Devekipment 

Service Bond, Note and Nonmajor Total 
Concession Redemption Improvement Governmental Govemmental 
Agreements Reserve and Interest Projects Funds Funds 

$ $ $ 437.463 $ $ 316.618 $ 754.081 
- 22,324 - 72,201 561,936 
- - 29.753 - 1,409 527.004 
- - 15,617 - 168,912 335.235 
- - - - 103,657 385.668 
- - - - 32,687 227,772 

• 
- - - 113.949 486.526 

- - - - - 158.390 
- - - - 14.541 100.935 
- - - - - 815.879 
- - - - 21,191 295.765 
- - - - - 96,240 
- - - - 13,865 272.667 
- 33.430 54,265 4.311 5.196 103,725 
- - - - 29.561 113,565 

21,033 - 6.057 36.147 30,931 149.902 

21.033 33.430 565,479 40,458 924,718 5.385,290 

7 233.227 1,786,450 
- - - - 5.704 153.877 
- - - - 3.158 1,909,728 
- - - - 51.405 232,426 
- - - - 53,019 297,339 
- - - - 84,424 104,297 
- - - - 435,432 435.432 
- - - - 869 30.000 • 
- - - 557,608 66,399 628.910 

- - 349.608 36,535 389,928 
- - 332.487 - 32,329 366,035 

- 7 682.095 657,608 1.002,501 6,334,422 

21,033 33,423 (116,616) (517,150) (77,783) (949.132) 
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Exhibit 4 - Concluded 
CITY OF CHICAGO, ILLINOIS 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
GOVERNMENTAL FUNDS 
Year Ended December 31, 2010 
(Amounts are In Thousands of Dollars) ' 

Federal. 
State and Special 

Local Taxing 
General Grants Areas 

Other Financing Sources (Uses): 
$ 16.500 $ $ 

- - -
Payment to Refunded Bond Escrow Agent .. - -

502,502 - 80,824 
(13,600) (1,000) (43,307) 

Total Other Financing Sources (Uses) 505,402 (1,000) 37,517 

Net Changes in Fund Balance 82,313 _ 167.567 
Fund BeAance, Beginning of Year 54.706 13,050 1.232,764 

(1,478) - -

Fund Balance, End of Year $ 135.541 $ 13.050 $ 1.400.331 

See notes to basic financial statements. 
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Community 
Devetopment 

Sen/ice Bond, Note and Nonmajor Total 
Concession Redemption Improvement Govemmental Govemmental 

Afcjreements Reserve and Interest Projects Funds Funds 

$ S $ 559.081 S 612,336 $ 210,108 $ 1,398,025 
- - - 36,365 - 36.365 
- - (412,184) - - (412,184) 
- - - 6,296 57.785 647,407 
- (457,852) (22,150) (99) (109.399) (647.407) 

_ (457,852) 124,747 654,898 158.494 1,022.206 

21,033 (424,429) 8,131 137,748 80,711 73,074 
(1.681,459) 1.302,319 256,471 340.878 288,150 1.806,879 

- - - - - (1,478) 

$ (1.660.426) $ 877,890 $ 264,602 $ 478,626 $ 368,861 $ 1,878,475 
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ExhtbHS 
CITY OF CHICAGO, ILUNOIS 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES 
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVmES 
Year Ended December 31,2010 
(Amounts are In Thouadnds of Dollars} 

Amounts reported for govemmental activities in the staiement of activities are different because; 

Net change in fund balances - total governmental funds $ 73.074 

Govemmental funds report capital outlays as expenditures. However, in 
the statement of activities the cost of those assets is allocated over their 
estimated useful lives and reported as depreciation expense. This is the 
amount by which capital outlays exceeded depreciation in the current 
period (31.320) 

Revenues in the statement of activities that do not provide current financial 
resources are not reported as revenues in the funds 30,106 

.Bond proceeds provide current financial resources to govemmental funds, 
but issuing debt increases long-term liabilities in the statement of net , ' 
assets. This is the amount by which proceeds exceeded repayments (657,809) 

Certain expenses reported in the statement of activities do not require 
the use of current financial resources and therefore are not reported as 
expenditures in governnaental funds (855,569) 

Change In the net assets of govemmental activities $ (1,441.518) 
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Exhibit 6 
CITY OF CHICAGO, ILUNOIS 
STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL 
GENERAL FUND (BUDGETARY BASIS) 
Year Ended December 31.2010 
(Amounts are In Thousands of Dollars) 

Original 
Budget 

Revenues: 
Utility Tax $ 479.809 
Sales Tax 215.312 
Transportation Tax 155.661 
Transaction Tax 172,713 
Recreation Tax 154.757 
Business Tax 78.146 
State Income Tax 210.255 
State Sales Tax 245,042 
State Auto Rental 3,160 
Federal/State Grants 2,500 
Internal Service 289.328 
Licenses and Permits 105,953 
Fines 262.900 
Investment Income 3.000 
Charges for Sen/ices 77,543 
Municipal Utilities 6.038 
Leases, Rentals and Sales 19,284 
Miscellaneous 11.150 
Issuance of Debt, Net of 

Original Discount 16,500 
Budgeted Prior Years' Surplus 

and Reappropriations 
Transfers In/Oul 670,694 

Total Revenues 3.179.745 

Expenditures: 
Current: 

General Government 1.044,147 
Health 38.470 
Public Safety 1.826.846 
Streets and Sanitation 185,471 
Transportation 79.314 
Cultural and Recreational 564 

Debt Serwce: 
Principal Retirement 3,785 
Interest and Other Fiscal Charges 1.148 

Total Expenditures 3.179,745 

Revenues Over (Under) Expenditures .... $ -

Final 
Budget 

479,809 
215,312 
155,661 
172.713 
154,757 
78,146 

210.255 
245.042 

3.160 
2,500 

289,328 
105,953 
262,900 

3.000 
77,543 
6,038 

19.284 
11,150 

16,500 

670.694 

3.179.745 

1.044,147 
38,470 

1,826.846 
185,471 
79,314 

564 

3,785 
1.148 

3.179,745 

Actual 
Amounts 

467.411 
229.202 
150,706 
195,085 
158,390 
82,960 
282,011 
266,640 
3,434 
1,735 

274,574 
96,240 
258.802 
4,200 
77,694 
6.405 
17,604 
37,759 

16.500 

502.502 

3.129,854 

919.386 
35.942 

1.832.942 
178,074 
72.375 

544 

3.785 
1.138 

3.044,186 

Variance 
Positive 

(Negative) 

(12,398) 
13,890 
(4.955) 
22,372 

3,633 
4.814 

71,756 
21,598 

274 
(765) 

(14,754) 
(9.713) 
(4,098) 
1,200 

151 
367 

(1,680) 
26,609 

(168,192) 

(49,891] 

124.761 
2.528 
(6,096) 
7,397 
6,939 

20 

10 

135,559 

$ 85.663 $ 85,668 

See notes to basic financial statements. 
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Exhibit? 
CITY OF CHICAGO. ILLINOIS 
STATEMENT OF NET ASSETS 
PROPRIETARY FUNDS 
December 31,2010 
(Amounts are in Thousands of Dollars) 

Business-type Activities - Enterprise Funds 

Major F inds 

Chicago Chicago-

Midway OHare 

Intemational Inteniational Chicago 

Water Sewer Airpori Airport Skyway Total 

ASSETS AND DEFERRED OUTFLOWS 

C U R R E ^ ^ • A S S E T S ; 
Unrestricted Assets: 

Cash and Cash Equivalents .. S 32,871 S 17.999 S 21,552 S 150,789 $ 2,114 S 225,325 

Investments 3.840 4,803 44,917 79,177 153 132,890 

Accounts Recelvatile (Net of 

Wlowances) 108.154 68,831 10.660 86.067 56 263,768 

Due from Other Funds 19,501 26,937 1.064 20.966 

• 
68,468 

Due from Other Govemments - - 1,857 15.476 

• 
17.333 

14.066 1,436 . - - 15.502 

Total Unrestricted Assets 178,432 ' 110.006 80.050 352,475 2.323 723.286 

Restricted Assets: 

Cash and Cash Equivalents 146.981 137.780 228,236 863.009 - 1.376.006 

186.011 112,971 189,161 908,812 - 1.336.955 

Total Restricted Assets 332,992 250.751 417.397 1,771,821 2.772.961 

Total Current Assets 511.424 360,757 497,447 2.124,298 2,323 3,496,247 

NONCURRENT ASSETS: 

OTHER ASSETS 15.285 11.896 114,097 342,873 10,411 494,562 

PROPERTY, PLANT AND EQUIPMENT: 

Land 5,083 560 107.287 738,472 12,609 864,011 

Structures. Bjuipment and 

3,142.354 1.737,335 1,362,200 6,389^83 490,755 13,121,927 

Accunnulated Depreciation (778.115) (387,276) (338.401) (2,316,486) (191,544) (4.011.822) 

123,416 11.709 20.229 1.264,280 - 1.419,634 

Total Property, Plant and Equipment.. 2.492.738 1.362,328 1,151,315 6,075,649 311.820 11.393,750 

Total Noncunrcnt Assets 2.508,023 1.374,224 1.265,412 6,418,422 322.231 11.888,312 

77,367 49.116 14.896 - - 141.379 

Total Assets and Defered Outflows... . $ 3,096,814 $ 1,784,097 $ 1.777,755 $ 8,542.718 $ 324.554 5 15,525,938 

See notes to basb financial statements. 
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Business-type Activtties - Enterprise Funds 

Mafor Funds 

LIABILmES 

CURRENT LIABILITIES: 

Unrestricted Liabilities: 

Due to Other Funds 

Accrued and Other Liabilities .... 

Deferred Revenue 

Total Unrestricted Uabilities 

Restricted Liabilities: 

Current Liabilities Payable Ftom 

Restricted Assets 

Total Current Liabilities 

NONCURRENT LIABILrriES: 

Revenue Bonds Payable 

Derlvattve Instruneni Liability .... 

Capital Lease 

Long-term Purchase Obligab'on . 

Total NofMxirrent Liabilities . 

Total Liabilities 

DEFERRED INFLOWS 

NET ASSETS: 

Irwested in Capital Assets, Net of 

Related Debt 

Restricted Net Assets: 

Debt Sen/ice 

Capita! Projects 

Passenger Facility Charges .... 

Contractual Use Agreement ... 

Noise Mitigation Program 

Other 

Unrestricted Net Assets 

Chicago Chicago-

Midway OHare 

Intemational International Chicago 

Water Sewer Airport Airport Skyway Total 

$ 16.173 $ 22.611 $ 16,645 S 65,988 $ 262 $ 121,679 

26,887 13,312 6.747 4.656 15 51.617 

74,729 40,414 2.214 14.595 146 132,098 

20.774 15,914 32,906 147.023 - 216.619 

138,563 92.251 58.514 232,262 423 522.013 

68,466 39,939 60.163 401,793 570,381 

207.049 132,190 118.677 634,055 423 1,092.394 

1,743,732 1.112,087 1.458,667 6.510,926 10,825,412 
77.367 49.116 20,077 - - 146,560 

- - 9,408 - - 9.408 
8,529 - - - 8.529 

1.829,628 1.161,203 1,488.152 6,510,926 10.989.909 

2,036.677 1.293.393 1,606.829 7.144,981 423 12.082.303 

1,719.091 1.719,091 

974.328 414.766 (39.755) 704.324 311.659 2,3^,522 

. 11.860 _ 11.880 

447 11.110 11,438 151.040 - 174,035 

- - 5,437 174.134 - 179,571 

- - 24,744 107.842 - 132.586 

- - 102.429 104,409 - 206,838 

- - 34,733 51.258 - 85.991 

85.362 64,828 20,040 104,730 (1.706.819) (1.431.859) 

$ 1,060,137 $ 490.704 S 170.926 S 1.397,737 $ (1,394,960) $ 1,724.544 

See notes to basic financial statements. 
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Exhibit 8 
CITY OF CHICAGO, ILLINOIS 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 
PROPRIETARY FUNDS 
Year Ended December 31,2010 
(Amounts are In Thousands of Dollars) 

Busrness-type Activities - Enterprise Funds 

Major Funds 

Chicago Chicago-

Midway OHare 

Intemational Intemational Chicago 

Water Sewer Airport Airport Skyway Total 

Operating Revenues: 

Charges for Services $ 445,504 $ 197.455 $ 78,194 $ 458.879 $ - $ 1.180,032 

Rent - - 70,862 243,724 - 314,586 

Other 12,891 774 ; - ^ 13,665 

Total-Operating Revenues 458.395 196,229 149.056 702,603 - 1.508.283 

Operating Expenses: 

Personal Services 102,946 17,179 42,105 147,437 - 309.667 

Contractual Sen/ices 4 9 ^ 6 3,053 15,832 57,981 - 126,142 

Repairs and Maintenance 1.587 66,584 31.942 86.463 - 186.576 

Commodities and Materials 24.126 . . . . 24.126 

Depreciation and Amortization 44.519 23.775 52,767 185,079 11.312 317.452 

General Fund Reimbursements 60,648 27.065 - - - 87.713 

Other 40.507 16,457 118,747 -_ 177.711 

Total Operating Expenses 323.609 137.656 161,103 595,707 11.312 1.229,387 

Operating Income (Loss) 134.786 60.573 (12.047) 106.896 (11,312)^ 278.896 
I 

Nonoperating Revenues (Expenses): 

Investment Income (Loss) (362) (922) (2,682) 10.792 5 6,831 

Interest Expense (75.738) (47,232) (63,362) (238.780) - (425.112) 

Facility Charges - - 40.765 138,966 - 179.731 

Other 530 21,448 777 8,964 18.481 50.1 ̂ _ 

Total Nonoperating Revenues 

(Expenses) (75,570) (26,706) (24.502) (80,068) 18.486 (186.360) 

Transfers Out . . . . . . 

Capital Grants 3,414 3.136 2.461 57,567 ; 66,578 

Net Income (Loss) 62,630 37,003 (34.088) 84,395 7.174 157,114 

Net Assets (Deficrt)-Beginning of Year 997.507 453,701 205.014 1,313.342 (1,402,134) 1.567.430 

Net Assets peficit) - End of Year $ 1.060.137 S 490.704 $ 170,926 $ 1.397.737 $ (1,394,960) $ 1,724.544 

S e e notes to bas ic financial statements. 
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Exhibit 9 
CITY OF CHICAGO, ILLINOIS 
STATEMENT OF CASH FLOWS 
PROPRIETARY FUNDS 
Year Ended December 31, 2010 
(Amounts are In Thousands of Dollars) 

Business-type Activities - Enterprise Funds 

Major Funds 

Chicago Chicago-

Midway O'Hare 

Interrrational Intemational Chicago 

Water Sewer Airport Ariport Skyway Total 

Cash Flows from Operating Actrvrties 

Received from Customers S 433.161 $ 190.357 $ 150,038 $ 785.799 S - $ 1.559.355 

Payments to Vendors (91.536) (34.077) (67.484) (230,806) - (423,903) 

Payments to employees (102,946) {42,644) (33,752) (130,823) - (310,165) 

Transactions xvithOthw City Funds (82.681) (15.345) (6.318) (44.779) - (149,023) 

Cash Rows from 

Operating Adrvities 156.098 98,291 42.464 379,391 - 676.264 

Cash Flows from Capital and Related 

Financing Activities; 

Proceedsfrom Issuance of Bonds 367.532 275.865 331,020 1.177.650 - 2.152.067 

Acquisitton and Construction of 

Capital Assets (135,212) (101.782) (34,512) (433.776) - (705.282) 

Capita] Grant Receipts - 3.136 604 45,934 - 49,674 

Bond Issuance Costs (2.244) (1,969) (2.041) (8.220) (14.464) 

Payment to Relir id Bonds (35,580) (29.223) (61.360) (295.355) (421.518) 

Principal Pa/d o n Debt (44.554) (24.030) (55.073) (196.727) - (320.384) 

Interest Paid (79,763) (40.567) (55.472) (267.910) - (443.712) 

Passenger Facility Charges - - 42,600 141.952 - 184,552 

Noise Mitigation Program • - (3.049) (23.759) - (26.808) 

Deposit ; • __ (1.420) - _ 12 (1.408) 

Cash F\<yNS from Capital and 

Related Rfiancfiig Activities 7D.179 81.440 161,297 139.789 12 452.717 

Cash Flows from Investing Activities: 

Sale (Purchasas) of Investments, Net .... (101,935) (86,729) (97,746) (143.553) (116) (430.079) 

Investment Interest ^ 9 794 1.321 14.023 5 17.002 

Cash Flows from 

Investing Activtties (101.076) (85.935) (96.425) (129,530) (111) (413,077) 

Net Increase (Decrease) in Cash and ^ 

Cash Equivalents 125,201 93.796 107,356 389,650 '(99) 715.904 

Cash Eind Cash Equivalents, 

Beginning of Year 54,651 61.983 142.432 624,148 2,213 885,427 

Cash and Cash Equivalents, 

E n d o f Y e a r $ 179,852 $ 155.779 $ 249,788 $ 1,013,798 « 2.114 $ 1,601.331 

See notes to bask: ̂ r ^ d a l statements. 
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Exhibit 9 - Concluded 
CITY OF CHICAGO, ILUNOIS 
STATEMENT OF CASH FLOWS 
PROPRIETARY FUNDS 
Year Ended December 31, 2010 
(Amounts are In Thousands of Dollars) 

Business-type Activities - Enterprise Funds 

Major Funds 

Water Sewer 

Chicago Chicago-

M i d v ^ O'Hare 

Intemational Intemational 

Airport Airport 

Chicago 

Skyway Total 

RecondPation of Operating Income to 

Cash Flows from Operating Activities: 

Operating Income (Loss) $ 134.786 $ 60.573 $ (12.047) $ 106.896 $ (11.312) $ 278,896 

Adjustments lo Reconcile: 

Depreciation and Amortization _ 44.519 23.775 52,767 185,079 11,312 

Provision for UncoIIectibla Accounts 15.862 7,936 3.369 (1.747) 

Change in Assets and Liabilities: 

(Increase) Decrease in Receivables (24,839) (8.296) (1.950) (13.511) 

(Increase) Decrease in Due From Other Funds .... (1.K9) 8.503 2.513 (139) 

Increase (Decrease) in Voucher Warrants 

Payable and Due to Other Funds (25.708) 4.212 (1.453) 6.070 

Increase (Decrease) in Deferred Revenue 

and Other Liabilities 13.686 1.729 (715) 96,743 

(Increase) Decrease in Inventories and 

Other Assels (249) (141) • ; 

Cash Flows from 

Operating Activities $ 156,098 $ 98.291 $ 42.484 $ 379.391 $ - $ 676,264 

317.452 

25.420 

(48.596) 

8.918 

(16,879} 

111,443 

(390) 

Supplemental Dlsclosura of 

Noncash Keens: 

Capital asset additions in 2010 

included In accounts payable 

and accnjed and other Iiat>ilities $ 16.265 $ 29,849 $ 24.271 S 118,873 $ S 189.258 

See notes to baste financial statements. 
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Exhibit 10 
CITY OF CHICAGO. ILLINOIS 
STATEMENT OF FIDUCIARY NET ASSETS 
FIDUCIARY FUNDS 
December 31, 2010 
(Amounts are in Thousands of Dollars) 

Pension 
Trust Agency 

ASSETS 

Cash and Cash Equivalents $ 211,424 $ 86,955 
Investments - 53.283 
Investments, at Fair Value 

Bonds and U.S. Government 
Qbligalions 2,239,582 

Stocks 6,558.369 
Mortgages and Real Estate 440,241 
Other 1.604,709 

Cash and Investments with 
Escrow Agent - 16.726 

Property Tax Receivable - 103,407 
Accounts Receivable. Net 844,487 109.327 
Due Frofn City 4,917 
Invested Securities Lending Collateral 1.238,353 -

Total Assets $ 13.142,082 $ 369.698 

LIABIUTIES 

Voucher Warrants Payable $ 495,175 $ 39.434 
Accrued and Other Liabilities - 330.264 
Securities Lending Collateral 1.238,353 -

Total Liabilities 1,733.528 369,698 

NET ASSETS 

Reserved for Employee 
Benefit Plans 11,408,554 

Total Net Assets Held in Trust for Pension Benelits $ 11,408.554 

See notes to basic financial statements. 
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Exhibit 11 > 
CITY OF CHICAGO, ILUNOIS 
STATEMENT OF CHANGES IN PLAN NET ASSETS 
FIDUCIARY FUNDS - PENSION TRUST FUNDS 
Year Ended December 31,2010 
(Amounts are In Thousands of Dollars) 

Total 

ADDITIONS 

Contributions: 
Employees $ 299,752 
City 449.668 

Total Contributions 749,420 

Investment Income: 
Net Appreciation In 

Fair Value of Investments 1,158,742 
Interest. Dividends and Other 230.611 
Investment Expense (47,049) 

Net Investment Income 1.342,304 

Securities Lending Transactions: 
Securities Lending Income 12.985 
Securities Lending Expense (3,066) 

Net Securities Lending Transactions 9.919 

Total Additions 2,101,643 

DEDUCTIONS 

Benefits and Refunds of Deductions 1.550,776 
Administrative and General 19,161 

Total Deductions 1,569,937 

Net Increase in Net Assets 531,706 

Net Assets Held in Trust for 
Pension Benefits: 
Beginning of Year 10,876.84g 

EndofYear $ 11,408.554 

See notes to basic financial statements. 
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CITY OF CHICAGO, ILLINOIS 
NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31. 2010 

1) Summary of Significant Accounting Policies 

The City ol Chicago (City), incorporated in 1837. is a "home rule" unit under State of Illinois (State) law. The City has 
a mayor-council foftn of government. The Mayor is the Chief Executive Officer of the City and is elected by general 
election. The City Council is the legislative body and consists of 50 members, each representing one of the City's 50 
wards. The members of the City Council are elected through popular vote by ward for four-year terms. 

The accounting policies of the City are based upon accounting principles generally accepted in the United States of 
America as prescribed by the Govemmental Accounting Standards Board (GASB). For the year ended December 31, 
2010, the City adopted G A S B Statement No. 51, Accounting and Financial Reporting for Intangible Assets and G A S B 
Staiement No. 53. Accounting and Financial Reporting for Derivative Instruments. GASB Statement No. 53 enhances 
the usefulness and comparability of derivative instrument information reported by providing for the recognition, 
measurement, and disclosure of derivative Instnjment transactions. Derivative instruments such as interest rate and 
commodity swaps, swaptions, forward contracts, and futures contracts are entered into by governments as 
investments; as hedges of identified financial risks associated with assets or liabilities, or expected transactions (i.e., 
hedgeabie items); to lower the costs of t)orrowings; to effectively fix cash flows or synthetically fix prices; or to offset 
the changes in fair value of hedgeabie items. A key provision of GASB Statement No. 53 is that certain derivative 
instruments, with the exception of synthetic guaranteed investment contracts that are fully benelit-responsive, are 
reported at fair value by governments in their financial statements. 

The financial reporting impact resulting from the implementation of GASB Statement No. 53 is the recognition within 
the financial statements of a liability for hedging and investment derivative Instrument liabilities whose negative fair 
value at December 31, 2010 totaled $261.8 millron and deferred outflows of resources of $234.0 million. The City 
also recorded an investment loss for the year ended December 31, 2010 of $6.0 million. In addition, beginning net 
assets within the statement of activities was restated as of January 1, 2010 to reflect investment losses of $21.9 
million as a result of the retroactive implementation of this statement. Refer to Note No. 10 for additional disclosures 
related to this statement. 

a) Reporting Entity - The City includes the Chicago Public Library and the City-related funds of the Public 
Building Commission. The financial statements for the City have been prepared in accordance with 
accounting principles generally accepted in the United Slates of America (GAAP), applicable to govemmentcil 
units, as required by the Municipal Code of Chicago (Code). 

The City's financial statements blend the following legally separate component units because they are fiscally 
dependent on the City and perform sen/ices primarily lor City employees: 

The Municipal Employees' Annuitv and Benefit Fund of Chlcaoo is governed by a five-member board: three 
members are elected by plan participants and two are members ex-officio. 

The Laborers' and Retirement Board Emolovees' Annuity and Benefit Fund ol Chicaqo is govemed by an 
eight-member board: two members are elected by plan participants, two are members ex-officio. two 
members are appointed by the City Department of Human Resources, one member is elected by retired plan 
participants and one member is elected by the local labor union. 

The Polk:emen'5 Annuity and Benefit Fund of Chicago is governed by an eight-member board: four meml>ers 
are elected by plan participants and four are appointed by the Mayor. 

The Firemen's Annuity and Benefit Fund of Chkatpo is govemed by an eight-member board: four members 
are elected by plan participants and four are members ex-officio. 

Financial statements for each of Ihc pension plans may be obtained at the respective fund's office. 

Related Organizations - City officials are responsible for appointing a voting majority of the members of the 
boards of other organizations, but Ihe Ci t /s accountability for these organizations does not extend beyond 
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CITY OF CHICAGO, ILLINOIS 
NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31. 2010 - CONTINUED 

making appointments and no fiscal dependency exists between the City and these organizations. Therefore, 
the Chicago Partt District, Chicago Public Schools, Community College District No. 508, Chicago Housing 
Authority and the Chicago Transit Authority are deemed to be related organizations. 

b) Government-wide and fund financial statements - The government-wide financial slatements (i.e., the 
statement of net assets and the statement of activities) report information on all of the nonfiduciary activities 
of the government. For the most part, the effect of Interfund activity has been removed from these 
statements. Governmental activities, which normally are supported by taxes and intergovernmental 
revenues, are reported separately from business-type activities, which rely lo a significant extent on user fees 
and charges for services. 

The statement ot activities demonstrates the degree to which the direct expenses of a given function or 
segment is offset by program revenues. Direct expenses are those that are clearly identified with a specific 
function or segment. Program revenues include: 1) charges to customers or applicants who purchase, use or 
directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements ol a particular function or 
segment. Taxes and other items not property included among program revenues are reported instead as 
general revenues. Separate fund financial statements are provided for governmental funds, proprietary 
funds, and fiduciary funds, even though the fiduciary funds are excluded from the government-wide financial 
statements. Major individual governmental funds and major individual enterprise funds are reported as 
separate columns in the fund financial statements. 

c) Measurement focus, basis of accounting, and financial statement presmtalion - The govemment-wide 
financial statements are reported using the economic resources measurement focus and the accrual basis of 
accounting as are the proprietary fund and fiduciary lund financial statements. Revenues are recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. 
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met. 

Govemmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both 
measurable and available. Revenues are considered to be available when they are collectable within the 
current perkid or soon enough thereafter to pay liabilities ot the current perkxJ. For this purpose, the City 
considers revenues to be available it they are collected within 90 days of the end of the cun'ent fiscal period 
with the exceptton of property tax revenue, which is deferred unless taxes are received within 60 days 
subsequent to year-end. Licenses and permits, charges for services and miscellaneous revenues are not 
considered to be susceptible to accrual and are recorded as revenues when received in cash. All other 
revenue items are considered to be measurable and available only when cash is received by the City. 
Expenditures generally are recorded when a liability is incurred, as under accrual basis of accounting, except 
for interest and principal on tong-temn debt, tiie long-temi portion of compensated absences, claims and 
judgments and pension obligations. 

The City reports the following major govemmental funds: 

The General Fund is tiie City's primary operating fund. It accounts for all financial resources except 
those required to be accounted for in another fund. 

Federal, State and Local Grants Fund accounts for the expenditures for programs, whk^ include 
general govemment, health, public safety, transportation, aviation, cultural and recreationcU, and capital 
oiitlays. The majority of revenues are provided by several agencies of the Federal govemment, 
departments of the Illinois State government and City resources. 

Special Taxing Areas Fund accounts for expenditures for special area operations and maintenance and 
for redevelopment project costs as provided by tax levies on special areas. 
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CITY OF CHICAGO, ILLINOIS 
NOTES TO BASIC FINANQAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2010- CONTINUED 

Service Concession Agreement Fund accounts for deferred inflows from long-tenn concession and 
lease transactions whose proceeds are restricted to expenditure for specified purposes. 

Reserve Fund accounts for a Mid-tenn and Long-temi Resen/e. The Mid-term is subject lo 
appropriation; whereas the Long-term's principal is legally restricted. These resen/es were created as a 
result of the Skyway Lease and Meter Parking System transactions. 

Bond, Note Redemption and Interest Fund accounts for the expenditures for principal and interest as 
provkJed by property tax. utility tax, sales tax. transportation tax, and investment income. 

Community Development and Improvement Projects Funds account for proceeds of debt used to 
acquire property, finance construction, and finance authorized expenditures and supporting services for 
various activities. 

The City reports the following major proprietary funds as business-type activities: 

Water Fund accounts for the operations of the Chicago Water System (Water). The Water system 
purifies and provides L ^ e Michigan water for the City and 125 suburbs. The Water Fund operates two 
water treatment facilities and 12 pumping stations with a combined pumping capacity of 3,661 million 
gallons per day. 

Sewer Fund accounts for the operations of the Wastewater Transmission System (Sewer). The Sewer 
system transports wastewater to the Metropolitan Water Reclamation District of Greater Chicago for 
processing and disposal. This service is provided for the residents and businesses of the City and certain 
suburt)an customers. 

Chicago Midway Intemational Airport Fund records operations of Chicago Midway International 
Airport (Midway) that provides regional travelers with access to airiines that generally specialize in low-
cost, point-to-point, origin and destination passenger service. Midway Airport is conveniently located ten 
miles from down town Chicago. 

Chicago-O'Hare International Airport Fund records operations of Chicago-O'Hare Intemational Airport 
(O'Hare), the primary commercial airport for the City. The airiines servicing the airport operate out of four 
terminal buildings. Three domestic tenninal buildings, having a lotal of 169 gates, serve domestic flights 
and certain international departures. The Intemational Temiinal, having a total of 20 gates and five 
remote aircraft parking positions, serves the remaining intemational departures and all international 
arrivals requiring customs clearance. 

Chicago Skyway Fund records operations of the Chicago Skyway (Skyway) which provides vehk^le 
passage across the Calumet River, between the State of Indiana and the State of Illinois (State) through 
the operation of a tollway which consists of a 7.8-mile span connecting the Dan Ryan Expressway to the 
Indiana Toll'Road. Facilities include a single toll plaza consisting of a central office, maintenance garage 
and toll collection area In January 2005, the City entered into a long-term Concession and Lease 
Agreement of the Skyway, granting a private company the ability to operate and to collect toll revenue 
during the 99-year term of the agreement. The City received a one-time upfront payment of $1.83 billion. 

Additionally, the City reports the following fiduciary fund types: 

Pension Trust Funds report expenditures for employee pensions as provided by employee and 
employer contributions and investment earnings. 

Agency Funds account for transactions for assets held tjy the City as agent for certain activities or for 
various entitles. Payroll deductions and special deposits are the primary transactions accounted for in 
these funds. 
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CITY OF CHICAGO, ILLINOIS 
NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31. 2010 - CONTINUED 

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally 
are followed in both the govemment-wide and proprietary fund financial statements to Uie extent that those 
standards do noi conflict with or contradict guidance of the GASB. Governments also have the option of 
following subsequent private-sector guidance for their business-type activities and enterprise funds, subject to 
this same limitation. The City has elected not to follow subsequent private-sector guidance. 

As a general rule the effect of intertund activity has been eliminated from the government-wide financial 
statements. Exceptions to this general mle are payment-in-lieu of taxes and other charges between the City's 
water, sewer, airports and skyway funds. Elimination of these charges would distort the direct costs and 
program revenues reported for the various functions concerned. 

Amounts reported as program revenues Include: 1) charges to customers or applicants for goods and 
services, or privileges pro\rided, or fines, 2) operating grants and.contributions, and 3) capital grants and 
contributions, including special assessments. Internally dedicated resources are reported as general 
revenues rather than as program revenues. Likewise, general revenues include all taxes. 

Certain indirect costs have been included as part of the program expenses reported for the various functional 
activities. 

In the fund financial statements, proprietary funds distinguish operating revenues and expenses from 
nonoperating items. Operating revenues and expenses generally result from providing sen/ices and 
producing and delivering goods in connection with a proprietary fund's principal ongoing operations. The 
principal operating revenues of the water, sewer and skyway funds are charges to customers for sales and 
services. The airport funds principal operating revenues are derived from landing fees and terminal use 
charges as well as rents and concessions. Operating expenses for enterprise funds Include the cost of sales 
and services, administrative expenses, and depreciation on capital assets. All revenues and expenses riot 
meeting this definition are reported as nonoperating revenues and expenses. 

When both reslrKted and unrestricted resources are available for use, it is Uie City's policy to use restricted 
resources fii^t, then unrestricted resources, as they are needed. 

The preparation of financial statements in conformity with GAAP requires management to make certain 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statemenls, and the reported amounts of revenues 
and expenses during the reporting period. Accordingly, actual results could differ from those estimates. 

d) Assets, liabilities, deferred Inflows, and net assets or equity 

I) Cash, Cash Equivalents and Investments generally are held with the City Treasurer as required by the 
Code. Interest earned on pooled investments is allocated to partk:ipating funds based upon their average 
combined cash and investment balances. Due to contractual agreements or legal restrictions, the cash 
and investments of certain funds are segregated and earn and receive Interest directiy. The City uses 
separate escrow accounts in which certain tax revenues are deposited and hekJ for payment of debt. 

The Code permits deposits only to City Council-approved depositories, which must be regularly organized 
state or national banks and federal and state savings and loan associations, located within the City, 
whose deposits are federally Insured. 

Investments authorized by the Code include interest-bearing general obligations of Uie City. Slate and 
U.S. Government; U.S. Treasury bills and other non Interest-bearing general obligations of the U.S. 
Government purchased in ttie open maricet below face value; domestic money maritet functe regulated 
and In good standing with the Securities and Exchange Commission and lax anticipatkin warrants issued 
by the City. The City is prohibited by ordinance from Investing In derivatives, as defined, without City 
Council approval. The City values its investments at fair value or amortized cost. U.S. Govemment 
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securities purchased at a price oUier than par with a maturity of less than one year are reported at 
amortized cost. 

The City's four retirement plans are authorized to invest in bonds, notes, ctnd other obligations of the U.S. 
Government; corporate debentures and obligations; insured mortgage notes and loans; common and 
preferred stocks; stock options; real estate; and other investment vehicles as set forth in the Illinois 
Compiled Statutes. These investments are reported at fair value. 

Repurchase agreements can be purchased only Irom banks and certain other institutions authorized to 
do business in the State. The City Treasurer requires that securities that are pledged lo secure these 
agreements have a market value equal to the cost of the repurchase agreements plus accrued Interest. 

Investtnents generally may not have a matijrity date in excess of ten years from ttie date of purchase. 
Certain other investments are held in accordance with the specific provisions of applicable ordinances. 

Cash equivalents include certificates of deposit and other investments with maturities of three months or 
less when purchased. 

Deficit cash balances result in interfund borrowings from the aggregate of funds other than escrowed 
funds. Interest income and expense are generally not recognized on these interfund t}orrowings. 

State statutes and ttie City's Pension Plans' policies pennit lending Pension Plan securities to broker-
dealers and other entities wiUi a simultaneous agreement to return the collateral for Uie same securities in 
the future. Securities lent at year-end for cash collateral are presented as not categorized in the schedule 
of custodial credit risk; securities lent for securities collateral are classified according to the category for 
the collateral. 

II) Receivables and Payables activity between funds are representative of services rendered, outstanding 
at the end oi the fiscal year, and are referred to as either "due to/from other funds" {i.e., the current 
portion of interfund loans) or "advances to/from oUier funds" (I.e., the noncurrent portion of interfund 
kjans). Any residual balances outstanding between the govemmental activities and business-type 
activities are reported in the govemment-wide financial statements as Internal balances." 

All b-ade and property tax receivables are shown net of an allowance for uncollectibles. The allowance is 
based on historical trends. The estimated value of servces provided but unbilled at year-end has been 
Included in receivables. 

III) Inventory includes govemment-wide inventories, which are stated at cost determined principally, using 
the average cost method. For proprietary funds, the costs of inventories are recorded as capital assets 
when used (consumption method). Governmental fund inventories are accounted for using the 
purchases meUiod and are offset by a reservation of fund balance to indicate Uiat ttiey do not represent 
expendable available financial resources. 

Iv) Assets Held for Resale includes land and buildings of $7.6 million, recorded at lower of cost or mari<et in 
the Federal, State and Local Grant Funds. These assets are purchased through the use of federal grants 
and City resources and are intended to t>e resold. 

v) Restricted Assets include certain proceeds of the City's enterprise fund revenue bonds, as well as 
certain resources set aside for Uieir repayment. These assets are classified as restricted in the basic 
financial statements because they are maintained in separate bank accounts and their use Is limited by 
applicable bond covenants. 

The Skyway Lease Transaction legally requires the Long-term reserve's principal to be restricted. 

39 



CITY OF CHICAGO, ILLINOIS 
NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2010 - CONTINUED 

The Water and Sewer funds maintain Rate Stabilization Accounts where any net revenues remaining 
after provkJing sufficient funds for all required deposits in the bond accounts may be transfen^ed upon the 
direction of the City to be used for any lawful purpose of the specific fund. 

The O'Hare and Midway funds maintain Passenger Facility Charge accounts as restricted as they are 
subject to Federal Aviation Administration regulation and approval, to finance specific eligible capital and 
debt related activities. 

vl) Capital Assets, which include property, plant, equipment, and infrastructure assets (e.g. roads, bridges, 
sidewalks, and similar Items), are reported In the applicable governmental or business-type activities 
columns in the govemment-wide financial statements, Capital assets are defined by the City as assets, 
or a network of assets, with an initial cost of more than $5,000 (not rounded) and an estimated useful life 
in excess of one year. Such assets are recorded at historical cost or estimated historical cost if 
purchased or constructed. Donated capital assets are recorded at eslimated fair maritet value at the date 
of donation. 

The costs of normal maintenance and repairs that do not add to Ihe value of the asset or materially 
extend assets' lives are not capitalized. 

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest 
incurred during the construction phase of capital assets of business-type activities is included as part of 
the capitalizatton value of the assets constructed. The total interest expense (Governmental and 
Business Activities) incurred by the City during the current fiscal year was $848,0 million, of which $74.9 
million was capitalized as part of the capital assets under construction projects in proprietary funds. 

Property, plant, and equipment of ttie City are depreciated using the straight-line method, in frie year 
subsequent to acquisition or when placed into service, over the lollowing estimated useful lives: 

Utility plant 25 - 100 years 
Utility structures and improvements 50-100 years 
Buildings and improvements 5 - 40 years 
Airport runways, aprons, tunnels, taxiways, and paved roads 5 - 40 years 
Bridge infrastructure 10 - 50 years 
Lighting infrastructure 25 years 
Street infrastructure 10 - 25 years 
Transit infrastructure 10- 40 years 
Equipment (vehicle, office, and computer) 4 - 33 years 

The City has a collection of artwork and historical treasures presented for public exhibition and education 
that are being preserved for future generations. The proceeds from sales of any pieces of the collection 
are used to purchase other acquisitions. A portion of this collection is not capitalized or depreciated as 
part of capital assets. 

vii) Deferred Outflows represent the fair value of derivative Instruments that are deemed to be effective. 

vlli)Employee Benefits are granted for vacation and sick leave, workers' compensation and health care. 
Unused vacation leave is accrued and may be carried over for one year. Sick leave is accumulated at 
the rate of one day for each month worked, up to a maximum of 200 days. Severance of emptoyment 
tenninates all rights to receive compensation for any unused sick leave. Sick leave pay is not accrued-
Employee t>enefit claims outstanding, including claims incurred but not reported, are estimated and 
recorded in the govemment-wide and proprietary fund financial statements. A liability for these amounts 
is reported in governmental funds only if Uiey have matured, for example, as a result of employee 
resignations and retirements. 
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Empkjyees are eligible to defer a portion of their salaries until future years under the City's deferred 
compensation plan created in accordance with Intemal Revenue Code Section 457. The deferred 
compensation is not available to employees until termination, retirement, death or unforeseeable 
emergency. Third-party administrators who maintain the Investinent portfolio administer the Plan. The 
plan's assets have been placed in trust accounts with the plan administrators for the exclusive benefit of 
participants and their beneficiaries and are not considered assets of the City. 

The City is subject to the State of Illinois Unemployment Compensation Act and has elected the 
reimbursing employer option for providing unemployment insurance benefits for eligible former 
employees. Under this option, the City reimburses the State for claims paid by the State. Expenditures 
for workers' compensation are recorded when paid in the govemmental funds. A liability (or these 
amounts is recorded in the govemment-wide and proprietary fund financial statements. 

be) Judgments and claims are included in ttie govemment-wide financial statements and proprietary fund 
types in the fund financial statements. Uninsured claim expenditures and liabilities are reported when it is 
probable that a loss has occurred and the amount of that loss can be reasonably estimated. These 
losses Include an estimate of claims that have been incurred but not reported. In ttie fund financial 
stalements, expenditures for judgments and claims are recorded on the basis of settlements reached or 
judgments entered within the current fiscal year. Amounts that related to deferred compensatory time 
and reserves for questioned costs are treated the same way. 

x) Long-term obligations are included In the government-wide finandal statements and proprietary fund 
types in the fund financial statements. Long-tenn debt and other long-tenn obligatrons are reported as 
liabilitfes in the applicable governmental activities, business-type activities, or proprietary fund type 
statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred and 
amortized over the life of the related debt, except in the case of refunding debt transactions where the 
amortization period is over the term of the refunding or refunded debt, whichever is shorter. 

The City enters into interest rate swap agreements to modify interest rates on outstanding debt. For 
existing swaps the net interest expenditures resulting from these arrangements are recorded as interest 
expense. The fair value of derivative instruments that are deemed to be effective is accounted for as 
deferred outflows. Derivative instruments ttiat are deemed not effective are adjusted to fair value with the 
change in fair value recorded to investment eamings. All interest rate swaps and swaptions are approved 
by City Council. 

In the fund financial statements, governmental funds recognize bond premiums and discounts, as welt as 
bond issuance costs, during the current period. The face amount of debt issued is reported as other 
financing sources. Premiums received and discounts given on debt issued are reported as other 
financing sources or uses. Issuance costs, whether or not withheld from tie actual debt proceeds 
received, are reported as expenditures. 

Certain debt obligations are to be paid from sales tax, motor fuel or special area taxes. 

Long-term purchase obligation represents an agreement with DuPage Water Commission to construct 
electrical generation facilities not to exceed $15.0 million. The payment of 1he obligation will be in the 
form of credits against the charges for water supplied. 

xl) Deferred Inflows represent amounts to be recognized as revenue on a straight line basis over the life of 
the related long-term lease and concession agreements. 

xii) Fund equity in the government-wide statements is classified as net assets and displayed in three 
components: 
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(1) Invested in capital assets, net of related debt - Consists of capital assets including restricted capital 
assets, net of accumulated depreciation and reduced by Uie outstanding balances of any txsnds, 
mortgages, notes or any oUier borrowings that are attributable to the acquisition, construction, or 
improvement of those assets. 

(2) Restricted net assets - Consists of net assets with consti^aints placed on the use either by (1) external 
groups such as creditors, grantors, contributors, or laws or regulatk>ns of other govemments, or (2) 
are legally restricted through constitutional provisions or enabling legislation. Restrcted net assets 
for govemmental activities represent restrictions associated with the nonmajor special revenue funds. 
Restricted net assets for business activities are provided in Exhibit #7, Statement of Net Assets, 
Proprietary Funds. 

(3) Unrestricted net assets - All other net assets ttiat do not meet the definition of "restricted" or 'Invested 
in capital assets, net of related debt." 

2) Reconciliation of Govemment-wide and Fund Financial Statements 

a) Explanation of certain differences between ttie govemmental funds balance sheet and the 
govern ment-^Ide statement of net assets. 

I) The governmental funds balance sheet includes a reconciliation between fund balance - total 
govemmental funds and net assets - govemmental activities as reported in the government-wide 
statement of net assets. One element of that reconciliation explains that "Other long-term assets are not 
available to pay for current-period expenditures and therefore are deferred in the funds." The details of 
this $1,378.6 milfion are as follows (dollars in thousands): 

Deferred revenue - properly tax $ 1,233.483 
Other assets - pension excess 169,966 
Accounts payable - infrastructure retainage (24,885) 

Net adjustment to increase fund balance - total 
govemmental fur>ds - to arrive at net assets -
govemmental activities $ 1,378,564 

li) Another element of that reconciliation explains that "Certain liabilities, including bonds payable, are not 
due and payable in the current period and therefore are not reported in the funds." The details of this 
$13,840.7 million are as follows (dollars in ttiousands): 
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Long-term liabilities: 
Total bonds, notes and certificates payable $ 8,491,926 
Pension obligation 4.216.250 
Lease obligation 177.011 
Pollution remediation 14,263 
Claims and judgments 641,762 

Total Long-term liabilities 13.541.212 

Bonds, notes and other obligations payable cunent (146,271) 
Ottier assets - issuance costs (74,115) 
Accrued interest : 4,635 
Accmed and other liabilities - contractual wages 80,000 
Accrued and other liabilities - other post employment benefits 304,483 
Derivative instruments 22,680 
Accrued and ottier liabilities - compensated absences 108,071 

Net adjustment to reduce fund balance - total 
govemmental funds - to arrive at net assets -
govemmental activities $ 13,840.695 

b) Explanation of certain differences between the governmental funds statement of revenues, 
expenditures, and changes in fund t}alances and the government-wide statement of activities. 

I) The govemmental funds statement of revenues, expenditures, and changes in fund balances includes a 
reconciliation between net changes in fund balances - total governmental funds and changes in net 
assets - govemmental activities as reported in the govemment-wide statement of activities. One element 
of that reconciliation explains lhat "Govemmental funds report capital outlays as expenditures. However, 
in the statements of activities the cost of those assets is allocated over their estimated useful lives and 
reported as depreciation expense." The details of this $31.3 million are as follows (dollars In ttiousands): 

Capitalized asset expenditures $ 348.205 
Depreciation expense (379,115) 
Loss - disposal of equipment (410) 

Net adjustment to increase net changes in fund 
balances - total govemmental funds - to arrive at 
changes in net assets - govemmental activities _$ (31,320) 

ii) Another element of that reconciliation states that "Bond proceeds provide current financial resources to 
govemmental funds, but issuing debt increases long-term liabilities in the statement of net assets." The 
details of this $657.8 mlllton are as follows (dollars in thousands): 
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Proceeds of debt $ (1.398.025) 
Premium (36.365) 
Payment of refunded bond escrow agent 412,184 
Principal retirement 389,928 
Payment of cost of issuance 7,402 
Interest expense (32,933) 

Net adjustment to reduce net changes In fund 
balances - total governmental funds - to arrive at 
changes in net assets - governmental activities $ (657,809) 

III) A third element of that reconciliation states that "Certain expenses reported In the statement of acti^rities 
do not require the use of current financial resources and therefore are not reported as expenditures in 
governmental funds." The details of this $855.6 million are as follows (dollars in thousands): 

Claims and Judgments $ (14,392) 
Pension benefit liability (799.281) 
Contractual Wage Settlement (80,000) 
Pollution remediation 23,106 
Other post employment tienefits 24,557 
Vacation 951 
Lease obligations (9,032) 
Inventory (1,478) 

Net adjustinent to reduce net changes in fund 
balances - total govemmental funds - to an'ive at 
changes in net assets - governmental activities $ (655.569) 

3) Stewardship, Compliance and Accountability 

a) Annual Appropriation Budgets are established for the General Fund and the Vehicle Tax. Pension, 
Chicago Public Library and certain Miscellaneous, Special Events. Tourism and Festivals nonmajor Special 
Revenue Funds, on a non-GAAP budgetary basis: 

I) Prior to November 15, the Mayor submits to the City Council a proposed budget of expenditures and the 
means of financing ttiem for the next year. 

II) The budget document is available for public Inspection for at least ten days prior to passage of the annual 
appropriation ordinance by ttie City Council, whfch Is also required to hokl at least one public hearing. 

III) Prior to January 1, the budget is legally enacted through passage of the appropriation ordinance. 

Iv) Subsequent to the enactment of the appropriation ordinance, the City Council has the authority to make 
necessary adjustments to the budget-which results in a change in total or individual appropriations. The 
legal level of budgetary control is designated in the budget by object grouped by purpose except for the 
Motor Fuel Tax Fund, which Is subsequently re-appropriated by project. A separate Motor Fuel Tax Fund 
Report demonstrates compliance wiUi annual and project-length budgets required by the State. The 
separately issued Supplement to the Comprehensive Annual Rnancial Report provides budgetary 
information for all other budgeted funds. Cqales of ttils report are available upon request. 
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v) All annual appropriations unused and unencumbered lapse at year-end. Encumbered apprc^rialions are 
earned fonward to ttie following year. Project-lengtti financial plans are adopted for Capital Project Funds. 
ApprqDriatrons for Debt Service Funds are established by bond ordinance. 

b) Reconciliation of GAAP Basis to Budgetary Basis - The City's budgetary basis of accounting used for 
budget vs. actual reporting differs from GAAP. For budgetary purposes, encumbrances are recorded as 
expenditures but are reflected as reservations of fund balances for GAAP purposes. For budgetary purposes, 
proceeds of long-term debt and transfers in are classified as revenues. For budgetary purposes prior years' 
resources used to cover current year budgetary expenditures are recorded as revenues. For GAAP 
purposes, proceeds of long-term debt and transfers out are treated as other financing sources. Provision for 
doubtful account expenditures are not budgeted. A reconciliation of the different tiasis of revenue and 
expenditure recognition for the year ended December 31,2010 is as follows (dollars in thousands): 

General 

Revenues. GAAP Basis 
Add: 

Proceeds of Debt 
Transfers In 
Prior Year's Surplus Utilized 

Revenues, Budgetary Basis ... 

Add: 
Transfers Out 
Encumbered in 2010 , 

Deduct; 
Payments on Prior Years' Encumbrances 
Provision for Doubtful Accounts 

Expenditures, Budgetary Basis 

Fund 

$ 2,610,852 

16.500 
502,502 . 

$ 3,129,854 

$ 3,033,941 

13.600 
33.930 

(25.341) 
(11,944) 

$ 3,044,186 

c) Indh/ldual Fund Deficits include the Motor Fuel Tax Fund, the Special Events, Tourism. Festivals Fund, and 
ServKs Concession Agreements Fund, which are Special Revenue Funds, and the Chicago Skyway Fund, 
an Enterprise Fund, have fund deficits of $6.6 million, $4.0 million, $1,660.4 million, and $1,395.0 million, 
respectively, whk^ management anticipates will be funded through operations. 
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4) Restricted and Unrestricted Cash, Cash Equivalents and Investments 

a) Investments As of December 31, 2010, the City had the following Investtnents (dollars in thousands): 

InveatmentTVpa Investment Maturities (In Years) 

Less TTian 1 1̂ 6 6-10 Mora Than 10 Fair Value 
ci ty Funds 

U.S. Treasuries $ 279.970 $ 553 J - $ 33.162 $ 313,685 
U.S. Agencies 1.238.651 1.693.129 267.612 389.071 3.588.463 
Corporate Bonds 139 • - 96.252 96.391 
Corporate Equities 451 - - - 461 
Certificates of Deposit and 

Other Short-term 2.836,669 ; ; - 2,836,689 

Total City Funds $ 4.355.900 $ 1,693.682 $ 267,612 $ 518,465 $ 6.835,679 

Pension Trust Funds 

424.371 , 292,036 342.013 

U.S. and Foreign 

Govemmem Agencies $ 259.966 $ 349,527 $ 203.231 $ 512,472 
Commorclai Paper 
Corporate Bonds 54,596 
Corporate Equities 6,272,559 
Pooled F i r d s 1.147.016 
Real Estate 430,115 
Securities Received from 

Securities Lending 1.238,353 
Venture Capital 439,219 
Certificates ot Deposit and 

Other Short-temi 440.273 
Other 83,333 

$ 1,325.196 

1,113.016 
6,272,559 
1.147.016 

430.115 

1.238.353 
439.219 

440,273 
83.333 

Total Pension Trust Funds $ 10,365,430 S 773,898 $ 495.267 $ B54.4S5 $ 12.489.080 

Total $ 14.721.330 $ 2.467,580 S 762.879 $ 1,372.970 $ 19,324.759 

i) Interest Rate Risk As a means of limiting its exposure to fair value losses arising from rising interest 
rates, the City's investment policy limits all securities so purchased, except tax anticipation warrants, 
municipal bonds, notes, commercial paper or other instruments representing a debt obligation of the City, 
shall show on their face that they are fully payable as to principal and interest, where applicable, if any, 
within ten years from the date of purchase. 

il) Credit Risl<The Code limits investments in commercial paper to banks whose senior obligations are rated 
in the top two rating categories by at least two national rating agencies and who are required to maintain 
such rating during the term of such investment. The Code also limits investments to domestic money . 
market mutual funds regulated by, and in good standing with, the Securities and Exchange Commission. 
Certificates of Deposit are also limited by the Code to national thanks which proNnde collateral of at least 
105 percent by marketable U.S. govemment securities marked to market at least monthly; or secured by 
a corporate surety bond issued by an insurance company licensed to do business in Illinois and having a 
claims-paying rating in the top rating category, as rated by a nationally recognized statistical rating 
organization maintaining such rating during the term of such investment. The following schedule 
summarizes the City's and Pension Trust Funds exposure to credit risk (dollars in thousands): 
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Quality Rating City Pension Trust Funds 
Aaa/AAA $ 6,696,722 $ 556,335 
Aa/AA 72,847 93,893 
A/A - 259,145 
Baa/BBB - 324.343 
Ba/BB - 69.517 
BIB - 86,765 
Caa/CCC - 31,230 
Ca - 2.574 
CC/C - 6,627 
D/D - 6.484 
Not Rated - 234.942 
Not Applicable 66,110 634,023 

Total Funds $ 6.835,679 $ 2,305,878 

Hi) Custodial Credit Risk - Cash and Certificates of Deposit This is the risk that in the event of a bank 
failure, the City's deposits may not be returned. The City's Investment Policy states that in order to 
protect the Ci t /s deposits, depository institutions are to maintain collateral pledges on City deposits 
during the term of the deposit of at least 105 percent of marketable U.S. govemment, or approved 
securities or surety bonds, issued by top-rated insurers. Collateral is required as security whenever 
deposits exceed the insured limits of the FDIC. The tiank balance of cash and certificates of deposit with 
the Ci t /s various municipal depositories was $211.0 million. Of the bank balance. 100 percent was 
either insured or collateralized with securities held by City agents in the Cit /s name. The remainder was 
uninsured and uncollateralized. 

iv) Custodial Credit Risk - Investments For an investment, this is the risk that, in the event of the failure of 
the counterparty, the City will not be able to recover the value of its investments or collateral securities 
that are in possession of an outside party. Of the investment in corporate bonds of $96.4 million the City 
has no custodial credit risk exposure because Ihe related securities are insured, registered and held by 
the Ctly. 
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v) Foreign Currency Risk - In the case of the Pension Trust Funds, Is the risk that changes In exchange 
rates will adversely affect the fair value of an Investmeni or a deposit. The risk of loss is managed by 
limiting Its exposure to fair value loss by requiring their international securities managers to maintain 
diversified portfolios. The following schedule summarizes the Pension Trust Funds exposure to foreign 
currency risk (dollars in thousands): 

Foreign Currency Risk 
Australian dollar $ 92,102 
Brazilian real 68,917 
British pound 342,838 
Canadian dollar. 111,812 
Chilean peso 3.839 
Columbian peso 724 
Czech Republic koruny 383 
Danish krone 24,471 
Egyptian pound 2,056 
European euro 431,095 
Hong Kong dollaf. 152,573 
Hungarian forint 787 
Indian rupee. 36,213 
Indonesian rupiah 20,445 
Japanese yen 371,207 
Malaysian ringgit 16,025 
Mexican peso 27,979 
Moroccan dirtiam 192 
New Israeli shekel 11,134 
New Taiwan dollar 17,841 
New Zealand dollar 2,296 
Norwegian krone 17,693 
Pakistan njpees 1,033 
Philippines peso 1,142 
Polish zIoty. 5,468 
Singapore dollar 35.036 
South African rand 34,462 
South Korean won 57,536 
Swedish krona. 51,322 
Swiss franc 127,300 
Taiwan dollar 14,697 
Thailand baht 9,727 
Turkish lira 10,088 

Total Pension Trust Funds $ 2,100,433 
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vl) The following schedule summarizes the cash and Investments reported in the basic financial statements 
(dollars in thousands): 

Per Note 4: 
Investments - City $ 6.835.679 
Investments - Pension Trust Funds 12,489.080 

$ 19.324.759 

Per Financial Statements: 
Restricted Investments $ 1,957,201 
Unrestricted Investments 1,083,501 
Investments with Fiduciary Funds 10,896,184 
Investments with Escrow Agent 474,474 
Invested Securities Lending Collateral 1,238,353 
Investments included as cash and cash 

equivalents on the Statemenls of Net Assets 3.675.046 

$ 19,324,759 

5) Properly Tax 

The Cit /s property tax becomes a lien on real property on January 1 of the year it is levied. The Cook County 
Assessor (/Vssessor) is responsible for the assessment of all taxable real property within Cook County (County), 
except for certain railroad property assessed directly by the Slate. The County Board has established a triennial 
cycle of reassessment in whfch one-third of the Counly will be reassessed each year on a repeating schedule 
established by the Assessor. 

Property in the County is separated into nine class if fcations for assessment purposes. After the Assessor establishes 
the fair marî et value of a parcel of land, that value is multiplied by one of the classification percentages to amve at 
Ihe assessed valuation (Assessed Valuation) for that parcel. These percentages range from 16.0 percent lor certain 
residential, commercial, and industrial property to 38.0 percent for other commercial and industrial property. 

The Illinois Department of Revenue has the statutory responsibility of ensuring uniformity of real property 
assessments throughout the State. Each year, the Department of Revenue furnishes the county clerks with an 
adjustment factor to equalize the level of assessment among counties. This factor (Equalization Factor) is then 
applied to the Assessed Valuation to compute the valuation of property to which a tax r^e will be applied (Equalized 
Assessed Valuation). The County Clerk adds the Equalized Assessed Valuation of all real property In the County to 
the valuation of property assessed directly by the State (to which the Equalization Factor is not applied) to arrive at 
the base amount (Assessment Base) used in calculating the annual tax rates. 

The County Clerk computes the annual tax rate by dividing the levy by the Assessment Base and then computes the 
rate for each parcel of real property by aggregating the tax rates of all govemmental units having jurisdiction over that 
particular parcel. The Cointy Treasurer ttien issues Ihe lax bills. Property taxes are deposited with the County 
Treasurer, who remits to the City its respective share of the collections. Taxes levied in one year become due and 
payable in two installments during the following year on March 1 and August 1 or 30 days from mailing of tax bills if 
later than July 1. The first installment is eslimated and is 55.0 percent of the prior year's lax bill. The second 
installment is based on the current levy, assessment and equalization and also reflects any changes from the prior 
year. 
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The City Council has adopted an ordinance beginning in 1994. limiting the Ci t /s aggregate property tax levy to an 
amount equal to the prior year's aggregate property lax levy plus the lesser of (a) five percent or (b) the percentage 
Increase in the annualized Consumer Price Index, all as defined In the ordinance. The ordinance provides a safe 
harbor for that portion of any property tax debt servk:e levy equal to the aggregate interest and principal payments on 
the Ci t /s general obligation bonds and notes during the 12-month period ended January 1, 1994, subject to einnual 
increase in Ihe manner described above for the aggregate levy, all as provided by the ordinance. Increases in the 
debt service portion of each levy may, however, reduce amounts available within such levy to finance operations. 

6) Interfund Balances and Transfers 

a) The following balances at December 31, 2010 represent due from/to balances among all funds (dollars in 
thousands): 

Fund Type/Fund Due From Due To 

Govemmental activities: 
General $ 254,124 $ 295.566 
Federal. State and Local Grants 29,707 40,850 
Special Taxing Areas 6.378 10,657 
Reserve 50.000 
Bond. Note Redemption and Interest. 1,512 
Community Development and Improvement Projects.... 68.131 97,910 
Nonmajor govemmental funds 94.373 81,010 

Total Govemmental activities 504.225 525,993 

Business-type activities: 
Water 19,501 26,887 

. Sewer 26,937 13,312 
Chicago Midway International Airport 1,064 6,747 
Chicago-O'Hare International Airport 20.966 4,656 
Chicago Skyway - 15 

Total Business-type activities 68,468 51,617 

Fiduciary activities: 
Pension Trust 4.917 

Total Fiduciary activities 4.917 

Total $ 577,610 $ 577.610 

The balances resulted from the time lag between the dates that (1) Interfund goods and sen/ices are provided 
or reimbursable expenditures occur, (2) transactions are recorded in the accounting system and (3) payments 
between funds are made. 
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b) The following balances at December 31, 2010 represent intertund transfers among all funds (dollars in 
thousands): 

Fund Typc^und Transfer In Transfer Out 

Govemmental activities: 
General $ 502,502 $ 13,600 
Federal, State and Local Grants - 1,000 
Special Taxing Areas 80,824 43,307 
Service Concession Agreements 
Reserve - 457.852 
Bond, Note Redemption and Interest - 22,150 
Community Development and Improvement Projects.... 6,296 99 
Nonmajor govemmental funds 57.785 109.399 

Total Govemmental activities 647,407 647.407 

Transfers are used to move revenues from the fund that the statute or budget requires to collect them to the 
fund that statute or budget requires to expend them and to move receipts restricted to debt sen/k:e from the 
funds collecting the receipts to the debt service fund as debt service payments become due. 
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7) Capital Assets 

a) Capi ta l A s s e t s activity for the year ended December 31, 2010 was as follows (dollars in thousands): 

Ba lance D isposa ls Ba lance 
January 1, and December 31, 

2010 Add i t ions Transfers 201Q 

Govemmental activities: 
Capital assets, not being depreciated: 

Land $ 1,372,742 $ 9,435 $ - $ 1,382.177 
Works Ol Art and Historical Collections 13.132 - - 13,132 
Construction in Progress 225.323 244,907 (305.590) 164.640 

Total capital assets, not being depreciated 1.611.197 254.342 (305.590) 1.559.949 

Capital assets, being depreciated: 
Buildings and Other Improvements 2.252.114 148.320 - 2.400,434 
Machinery and Equipment 1,212,885 79.299 (19,831) 1.272,353 
Infrastructure 6.609.112 179,967 , ^ 6.789.079 

Total capital assets, being depreciated 10,074,111 , 407,586 (19.831) 10,461.866 

Less accumulated depreciation for: 
Buildings and Other Improvements 662.326 60,435 - 722.761 
iVlachinery and Equipment 877,029 94,519 (19,421) 952,127 
Infrastructure 2,834.423 224.161 - ^ 3.058.584 

Total accumulated depreciation 4,373.778 379.115 (19,421) 4,733,472 

Total capital assets, being depreciated, net 5,700.333 28.471 (410) 5,728.394 

Total govemmental activities $ 7,311.530 $ 282.813 $ [306.000) $ 7.268,343 

Business-type activities: 
Capital asse ls , not being depreciated: 

Land $ 839,543 $ 24,468 $ - $ 864.011 
Construction in Progress 1.502.450 537.475 (620.291) 1,419.634 

Total capital assets, not being depreciated 2,341.993 561,943 (620,291) 2.263.645 

Capital assets, being depreciated: 
Buildings and Other Improvements 11,741,796 717,132 27,326 12,486,254 
Machinery and Equipment 567,336 11.172 57.165 635.673 

Total capital assets, being depreciated 12,309,132 728.304 84,491 13.121,927 

Less accumulated depreciation for: 
Buildings and Other Improvements 3,455.184 264.077 (436) 3,718,825 
Machinery and Equipment 278.466 16.237 (1,706) 292.997 

Total accumulated depreciation 3.733,650 280.314 (2.142) 4.011.822 

Total capital assets, being depreciated, net B.575.482 447.990 86,633 9.110.105 

Total business-type activities $ 10,917.475 $ 1.009.933 $ (533.65e| $ 11,393,750 

Total Capital Assets $ 18.229.005 $ 1.292,746 $ (839.658) $ 18,682,093 
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b) Depreciation expense was charged to functions/programs of the City as follows (dollars in thousands): 

Governmental activities: 
General government $ 75,329 
Public safety 37,193 
Streets and sanitation 13,293 
Transportation 226,950 
Health 2.735 
Cultural and recreational 23,615 

Total depreciation expense - governmental activities _$ 379.115 

Business-type activities: 
Water $ 43,152 
Sewer 23.166 
Chicago Midway Intemational Airport 44.844 
Chicago-O'Hare Internationa! Airport 157,952 
Chicago Skyway 11.200 

Total depreciation expense - business-type activities $ 280,314 

8) Leases 

a) Operating Leases 

The City leases building and office facilities under noncancelable operating leases. Total costs for such 
leases were approximately $18.8 million for the year ended December 31. 2010. The future minimum lease 
payments for these leases are as follows (dollars in thousands): 

2011 $ 17,804 
2012 16.607 
2013 15.970 
2014 10.671 
2015 5.231 
2016 - 2020 6,523 

Total Future Rental Expense $ 72,806 

b) Capital Leases 

During 2003, the Crty entered into lease and lease back agreements with third parties pertaining to 911 
Center Qualified Technological Equipment (QTE). with a book value of $143.3 million at December 31, 2003. 
Under the QTE lease agreement, which provides certain cash and lax benefits to the third party, the City 
entered into a long-term lease for applicable assets back to the City under a sublease. Under the sublease, 
the City is required to make future minimum lease payments. 
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During 2005, the City entered into sale and lease back agreements with third parties pertaining to the City 
owned portion of a rapid transit tine with a book value of $430.8 million at December 31, 2005. Under Ihe 
lease agreement, which provides certain cash and tax benefits to the third party, the City entered into a long-
tenn lease for applicable assets back to the City under a sublease. Under Ihe sublease, the City is required 
to make future minimum lease payments. 

The future minimum payments for these leases are as follows (dollars in thousands): 

Year Ending Total 
Decemt>er31, 
2011 $ 10,216 
2012 

$ 
12,731 

2013 9,104 
2014 9,000 
2015 9.000 
2016 - 2020 42,983 
2021 - 2025 87,018 
2026 - 2030 2,000 
2031 - 2032 165,164 

Total Minimum Future Lease Payments 347.216 
170.205 

Present Value of Minimum 
Future Lease Payments $ 177,011 

c) L^se Receivables 

Most of the O'Hare land, buildings and tenninal space are leased under operating lease agreements to 
airiines and other tenants. The following is a schedule of the minimum future rental income on noncancelable 
operating leases as of December 31. 2010 (dollars in thousands): 

2011 $ 72,282 
2012 71,723 
2013 71,049 
2014 57,778 
2015 45,711 
2016-2020 145,091 
2021 - 2025 8,302 
2026 - 2030 9,591 
2031 - 2035 9.564 

Total Minimum Future Rental Income $ 491,091 

Contingent rentals that may be received under certain leases based on the tenants' revenues or fuel flow are 
not Included in minimum future rental income. Rental income for O'Hare, consisting of- all rental and 
concession revenues except ramp rentals and automobile parking, amounted to $381.6 million, including 
contingent rentals of $79.4 million. 
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Most of the Midway land and terminal space is leased under operating lease agreements to airiines and other 
tenants. The following is a schedule of the minimum future rental income on noncancelable operating leases 
as of December 31, 2010 (dollars in thousands): 

2011 $ 34,469 
2012 28,206 
2013 4,418 
2014 _ 3,390 
2015 1,124 

Total Minimum Future Rental Income $ 71.607 

Contingent rentals that may be received under certain leases based on tenants' revenues are not included in 
minimum future rental income. Rental income for Mklway, consisting of all rental and concession revenues 
except aircraft parking fees and certain departure fees (turns) and automobile parking, amounted to $86.4 
mitlion, including contingent rentals of $35.1 million. 

9) Short-term Debt 

Matured bonds represent principal due on coupon bonds in which the coupons have not been presented for 
payment. For the year ended December 31,2010, there was minor activity; the balance remained at $0.7 million. 
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10) Long-term Obligations 

a) Long-term Detit activity for the year ended December 31, 2010 was as follows (dollars in thousands): 

Amounts 

Balance Ba lance Due 

January 1, December 31, wlttiin 

201Q Addit ions Reduct ions 2010 One Year 

Goverrmental activities: 
Bonds, nates and certificates payable: 

General obligation debt $ 6,863,427 $ 1,398.024 $ 756.712 $ 7.504.739 $ 144.036 

InstaJIment purchase agreement 3.500 - 2,300 1.200 1.200 

Tax incrernenl 186.158 - 22.580 163.578 23,095 

Revenue 564,842 5,425 559,417 5.715 

7,617.927 1,398.024 787.017 8,228,934 174.046 

Less unamortized detjt refunding transactions 159.810 20,778 9,438 171.150 

Add unamortized premium 173,347 36.365 10.982 198,730 

Add accretion of capital appreciation bonds 207,878 31,663 4,129. 235,412 1,421 

Less converted portkin of conversion bonds 3,923 - 3,923 -

Total bonds, notes and certificates payable 7.835.419 1,445,274 788.767 8,491,926 175.467 

Other liabilities: 
Pension obligations 3.453.365 762,885 - 4,216,250 

Lease obligations 169,282 9,032 1,303 1 77.011 10.216 

Pollution Remedialion 37,368 - 23,105 14.263 

Claims and judgments 627,370 14,392 ; ; _ 641,762 69,503 

Total other liabilities 4,267.385 786,309 24.408 5.049,286 99,719 

Total govemmental activities $ 12,122.604 $ 2.231 .S&S $ 813.175 $ 13.541212 $ 275,186 

Business-type activities: 

Revenue bonds and notes payable: 

Water $ 1,464,839 $ 365,093 $ 76,101 $ 1.753,831 $ 42,217 

Sevwr 902.840 275,865 52,715 1.125.990 25,257 

Chicago-CHare International Airport 5,898,100 1.177,650 505,230 6,570.520 107.295 

Chicago Midway Inlernalional Airport 1,266,515 331,020 124,155 1,473.380 7,885 

9.532,294 2,149,628 758,201 10.923,721 182.654 

Less unamortized debt refunding transactions 136.755 6.661 18.148 125.268 

Add unamortized premium (115.952) 9.311 27.811 (134,452) 

Add accretion of capital appreciation bonds 74.494 8,972 4,034 79,432 4,271 

Total business-type activities $ 9,585,985 $ 2,142.626 $ 716.276 11,012.337 $ 186.925 

TotaMong-lerm obligations $ 21.708.789 $ 4,374^211_ $1,529,451 $ 24,553,549^^ $ 462.111 

The Pension obligation liability will be liquidated through a Special Revenue Fund (Pension Fund) as provided by tax 
levy and State Personal Property Replacement Tax revenues. 
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b) Issuance of New Debt 

I) General Obligation Notes 

The General Obligation Tender Notes. Series 2010 ($70.4 million) were sold in September 2010 at a 
fixed rate of 1.625 percent. The notes mature no later than April 1, 2012. The Series 2010 notes were 
issued to meet cash flow requirements of the Ci t /s Library Funds; the notes are payable from tax 
collections in the following year or from any other resources legally available to the City. Principal 
payments for the notes do not require the current appropriation and expenditure of Governmental Fund 
financial resources. 

During 2010. the City issued $170.7 million in commercial paper notes for certain Ccipitat and operating 
uses. 

II) General Obligation Bonds 

General Obligation Bonds, Project and Refunding Series 2009A-D ($793.3 million) were sold at a 
premium in January 2010. The bonds have interest rates ranging from 4.0 percent lo 6.257 percent and 
maturity dates Irom January 1, 2018 to J^uary 1, 2040. Series C twnds ($98.3 million) are Build 
America Bonds and Series D bonds ($133.2 million) are Recovery Zone Economic Development Bonds. 
Net proceeds of $812.0 million will be used to finance infrastructure improvements; transportation 
improvements; grants or loans to assist not-for-profit organizations or educational or cultural institutions; 
or to assist other municipal corporations or units of local government, or school districts; cash flow needs 
of the City; acquisition of personal property; acquisition, demolition, remediation or improvement of real 
property for industrial, commercial or residential purposes; constructing, equipping, altering and repairing 
various municipal facilities including fire statkins. police stations, libraries, senior and health centers and 
other municipal facilities; enhancement of economic development within the City by making grants or 
deposits to secure obligations ol not-for-profit or for-profit organizations doing or seeking to do business 
in the City; litigation judgments or settlement agreements involving the Cily, including escrow accounts or 
other reserves needed for such purposes; payment of certain pension contributions; providing for 
facilities, services, emd equipment to protect and enhance public safety; and other uses permitted by the 
Ordinance ($376.0 million); and to advance refund certain maturities of general obligation bonds 
outstanding ($412.2 million); and to fund capitalized interest ($23.8 million). The advance refunding of 
the Ixjnds Increased the Ci t /s total debt service payments by $51.1 million and resulted in an economic 
gain (difference between the present values of the debt service on the old and new debt) of $9.1 million. 

General Obligation Bonds (Modem Schools Across Chicago Program) Series 2010A-B ($150.1 million) 
were sold at a premium in August, 2010. Series B bonds ($57.8 million) are Build Amerca Bonds. The 
bonds have interest rate ranging from 3.0 percent to 5.364 percent and maturity dates ranging Irom 
December 1, 2011 to December 1, 2029. Net proceeds of $160.6 million will be used to pay for a portwn 
of the costs for constnjction, renovation, design and acquisition of elementary and high schools that are 
part ol the school system operated by the Board of Educatkin of the City of Chicago ($159.2 million) and 
to lund capitalized interest ($1.4 million). The bonds fund Phase II of the Modem Schools Across 
Chicago Program. 

General Obligation Bonds, Taxable Project Series 2010B ($213.6 million) were sokl in December 2010. 
The bonds are Build America Bonds and have an interest rate of 7.517 percent and maturity dates 
ranging from January 1, 2036 to January 1, 2040. Net proceeds of $213.6 millbn will be used to finance 
infrastructure improirements; transportation improvements; grants or loans to assist not-for-profit 
organizations or educational or cultural institutions: or to assist other municipal corporations or units of 
tocal government, or school districts; acquisition ol personal property; acquisition, demolition, remediation 
or improvement of real property for industrial, commercial or residential purposes; constructing, 
equipping, altering and repairing various municipal facilities including fire stations, police stations, 
libraries, senior and health centers and other municipal facilities; enhancement of economic development 
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within the City by making grants or deposits to secure obligations of not-for-profit or for-profit 
organizations doing or seeking to do business in the City; provision of facilities, services and equipment 
to protect and enhance public safety, including but not limited to, increased costs for police and fire 
protection services, emergency medical sen/ices, staffing at tiie Ci t /s emergency call center and other 
City fadlities, and enhanced security measures at airports and ottier major City facnties. 

In June 2010, the City negotiated a novation of the fixed payer swap associated with a 75 percent portion 
of the General Obligation Series 2003B variable rate bonds with a current notional amount of $151.5 
million from Lehman Brothers Special Financing Inc. (LBSF) to Wells Fargo Bank, N.A. due to LBSF's 
bankruptcy. A J.P. Morgan swap covers the remaining 25 percent balance of the bonds, with a current 
notional amount of $50.6 million, which remains unchanged- All economic tenns of Ihe interest rate swap 
remained identical and the City did not incur any cost in association with replacing the counterparty to the 
swap. 

In Novemtier 2010, the City entered into swap overiay agreements (i.e., Constant Maturity Swap (CMS) 
reversal) associated with the General Obligation Series 2003B variable rate bonds with J.P. Morgan and 
Rice Financial Products tor notional amounts of $50.6 and $151.5 million respectively. Tbe agreements 
are effective March 1. 2011 through March 1. 2014, and Ihe City will pay 66.91 percent of 10 year LIBOR 
and receive 75 percent of one month LIBOR, essentially extending the $202.5 million notional amount 
CMS reversal in place up to March 1. 2011 with J.P. Morgan. Togettier with the existing underiying 
swaps on the bonds, in which the City pays 4.052 percent and receives 66.91 percent of 10 year LIBOR, 
the net effect is that the City will pay a fixed rate of 4.052 percent and receive 75 percent of one month 
LIBOR through March 1, 2014, after which time ttie City wilt receive 66.91 percent of 10 year LIBOR 
through expiration (January 1, 2034). The City received a combined upfront payment of $9,9 million in 
November 2010. 

In Dtjcember 2010, the City entered into swap overiay agreements (i.e., basis trades) associated with the 
General Obligation Series 2005D variable rate bonds with Rice Financial Products, Loop Financial 
Products and Jefferies for notional amounts of $100.0, $61.4 and $61.4 million respectively. The 
agreements are effective January 1. 2014 tiirough January 1. 2031. and Ihe City will pay SIFMA and 
receive 72.5 percent of one month LIBOR. Together with the existing swaps on the bonds, in which the 
City pays 4.104 percent and receives SIFMA, the net effect is that the City will pay a fixed rate of 4.104 
percent and receive 72.5 percent of one month LIBOR between January 1, 2014 and January 1, 2031, 
before 2014 and after 2031 the City will receive SIFMA through the expiration of the swaps (January 1, 
2040). The City received a combined upfront payment of $13.7 in January 2011. 

In December 2010. the City entered into two swap overiay agreements (i.e., basis trades) associated with 
the G.O. Series 2007 E, F&G variable rate bonds with Wells Fargo Bank. N.A. for a notional amount of 
$100.0 million each. The agreements are effective January 1, 2014 through January 1, 2031, and the 
City will pay SIFMA and receive 72.5 percenl of one month LIBOR. Together with the existing underlying 
swaps on the bonds. In which the City pays 3.9982 percent and receives SIFMA, the net effect is that the 
City will pay a fixed rate of 3.9982 percent and receive 72.5 percent of on© montti LIBOR between 
January 1, 2014 and January 1. 2031. Before 2014 and after 2031 the City will receive SIFMA through 
expiration of the swaps (January 1, 2042). The City received a combined upfront paymenl of $14.2 
million in December 2010-

III) Sales Tax Revenue Bonds 

In August 2010, the City amended its swap agreement associated with ttie Sales Tax Series 2002 
variable rate bonds with J.P. Morgan with a current notional amount of $114.2 million. The amendment 
removed J.P. Morgan's right to cancel the swap if SIFMA exceeds 7 percent for 180 consecutive days by 
converting ttie variable rate Ihe City receives from SIFMA plus 13 basis points to 75.25 percent of three 
month LIBOR. The City continues to pay a fixed rate of 4.23 percent and receives 75.25 percent of three 
month LIBOR. 
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Iv) Enterprise Fund Revenue Bonds and Notes 

Chicago O'Hare Intemational Airport Third Lien Revenue Bonds, Series 2010A-F ($1,040.0 million) were 
sold at a premium in April, 2010. Series B trends ($578.0 million) are Build America Bonds. The bonds 
have interest rates ranging from 1.75 percent to 6.845 percent with maturity dates from January 1, 2011 
to January 1, 2040. Net proceeds of $1,048.5 million will be used to finance the costs of certain projects 
at the airport Including the O'Hare Modernization Program and the capital improvement program ($785.6 
million), fund capitalized interest and debt service reserves ($214.0 million) and to advance refund certain 
maturities of bonds outstanding ($48.9 million). The advance refunding of the bonds decreased the 
Airport's total debt service payments by $3.1 million and resulted in an economic gain (difference 
tjetween the present values ol the debt service on the old and new debt) of $2.8 million. 

Chicago O'Hare Intemational Airport Passenger Facility Charge Revenue Bonds. Senes 2010A-D 
($137.7 million) were sold at a discount in May. 2010. The bonds have interest rates ranging from 2.0 
percent to 6.395 percent with maturity dates from January 1, 2011 to January 1, 2040. Net proceeds of 
$136.5 million and other monies of $.3 million will be used to finance the costs of certain projects at the 
airport including the O'Hare Modernization Program and the capital improvement program ($54.1 million), 
fund capitalized interest and debt service reserves ($68.7 million) and to advance refund certain 
maturities of bonds outslanding ($14.0 million). The advance refunding of the bonds decreased Ihe 
Airport's total debt service payments by $1.2 million and resulted in an economic gain (difference 
behveen the present values of the debt service on the old and new debt) of $.7 million. 

Chicago Midway Airport Second Lien Revenue Bonds, Series 2010A1-2 ($60.5 million) were sold in May, 
2010. The bonds were initially issued at a daily rate ol .29 percent. The bonds have maturity dates of 
January 1. 2021 lor Series 2010A-1 and January 1. 2025 for Series 2010A-2. Net proceeds of $80.4 will 
be used to advance refund certain maturities of bonds outstanding ($10.2 million), repay commercial 
paper and other principal due ($65.8 million) and fund capitalized interest and debt service resen/es ($4.4 
million). The advance refunding of the bonds increased the Airport's total debt service payments by $5.0 
million and resulted in an economic loss (difference between the present values of the debt service on the 
old and new debt) of $.9 million. 

At the discretion of ttie City the bonds may bear Interest at a daily or weekly rate. Interest on bonds in the 
daily mode is payable on the first business day of each calendar month, commencing June 1, 2010. 

The City has appointed a remarketing agent lor the bonds when in a variable rate mode. The 
remarketing agent will use its best efforts to resell the bonds al favorable rates following either an optional 
or mandatory tender. In the evem the remarketing agent is unable to resell the notes, the City has 
obtained an unconditional, irrevocable letter of credit whk:h may be drawn upon for the purchase of the 
bonds until the remarketing agent is able to resell the bonds. 

The letters of credit securing the Series 201 OAl -2 bonds totals $81.4 million and terminates no later than 
May 5, 2011. Advances under the letter of credit for Series 2010A-1 (none at December 31, 2010) are 
due ttiree years from the date of the advance. Advances bear interest from the date of advance through 
the go* day at the greater of the prime rate plus 3.0 percent or the Federal Funds rate plus 3.5 percent 
per annum (Base Rale) or 6.0 percent. Thereafter until due and payable, advances bear interest at the 
higher of the Base Rate plus 1.0 percent or 8.5 percent. Upon the occurrence of an event of default, the 
interest rate per annum shall equal the Base Rate plus 5.0 percent or 12 percent. The maximum rate of 
Interest cannot exceed 15.0 percent. Advances under the letter of credit for Series 2010A-2 (none at 
December 31, 2010) are due three years from ttie date of the advance. Advances bear Interest from the 
date of advance through the 90*̂  day at the greater of the prime rate plus 1.5 percent or the Federal 
Funds rate plus 2.0 percent per annum (Base Rate) or 7.5 percent. Thereafter until due and payable, 
advances bear interest at the Base Rate plus 1.0 percent. Upon the occurrence of an event of default, 
the interest rate per annum shall equal the Base Rate plus 3.0 percent The maximum rate of interest 
cannot exceed 18.0 percent. The letters of credit were issued by third-party finandal institutions that are 
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expected to be financially capable of honoring its agreements. In the event ttie bonds are put bach to the 
bank and not successfully remarketed, or if the letter of credit expires without an extension or substitution, 
the bank bonds will convert to a term loan. There is no principal due on potential temi loans within the 
next tiscal year. 

Chicago Midway Airport Second Lien Revenue Bonds, Series 201 OB, C, D-1 and D-2 ($246.5 million) 
were sold at a premium in October. 2010. The txxids have interest rates ranging from 3.532 percent to 
7.168 percent with maturity dates from January 1, 2014 to January 1, 2041. Net proceeds of $237.8 
million will be used to finance the costs^of certain Airport projects ($168.8 million), fund capitalized 
Interest and debt service reserves ($24.3 million) and to repay commercial paper ($44.7 million). 

Second Lien Water Revenue Project and Refunding Bonds, Series 2010A-C ($313.6 million) were sold at 
a premium in November, 2010. The bonds have interest rates'ranging from 2.0 percent to 6.742 percent 
and maturity dates from November 1. 2011 to November 1, 2040. Series B bonds ($250.0 million) are 
Build America Bonds and Series C bonds ($29.7 million) are Qualified Energy Conservation Bonds. Net 
proceeds of $313.8 million will be used to finance certain costs of improvements and extensions to the 
water s^tem ($277.6 million), advance refund a certain maturities of water revenue bonds outstanding 
($36.2 millkjn). The advance refunding of the bonds decreased the Water system's total debt sen/ice 
payments by $3.2 million and resulted in an economic gain (difference between the present values of the 
debt service on the old and new debt) of $2.4 million. 

SetX>rid Lien Wastewater Revenue Project and Refunding Bonds, Series 2010A-B ($275.9 million) were 
sold at a premium in November, 2010. The bonds have interest rates ranging from 2.0 percent to 6.742 
percent and maturity dates from January 1,2012 to January 1,2040. Series B bonds ($250.0 million) are 
Build America Bonds. Net proceeds of $275.8 million will be used to finance certain costs of 
improvements and extensions to tine wastewater system ($248-2 million), advance refund a certain 
maturities of wastewater revenue bonds outstanding ($27.6 million). Tbe advance refunding of the bonds 
decreased the Wastewater system's total debt service payments by $5.2 million and resulted in an 
economic gain (difference between the present values of the debt service on Ihe old and new debt) of 
$3.3 million. 

During 2010, $-5 million of Chicago O'Hare Intemational Airport Commercial Paper Notes Series A. B and 
C were issued. The proceeds were used to finance portions of the costs of authorized airport projects. 

During 2010, $35.5 million of Chicago Midway Airport Commercial Paper Notes Series A, B and D were 
issued. The proceeds were used to repay debt obligations that were in bank bond mode, finance portions 
of the costs of authorized airport projects and refund a portion of certain outstanding bonds. 

During 2010, $51.5 million of Water Revenue Commercial Paper Notes were issued. The proceeds were 
used to finance portions of the costs of authorized prq'ects. 

In May 2010, the City entered into a two-way Credit Support Agreement (CSA) with J.P. Morgan on its 
swap associated with a 40 percent portion of the Midway Airport Series 2004C&D variable rate bonds 
with a current notional amount of $60.9 million. A Goldman Sachs swap covers the remaining balance of 
ttie bonds, with a current notional amount of $91.3 million, and remains unchanged. The J.P. Morgan 
CSA was required because a temiination event was triggered due to the insurer's ratings downgrade. 
Both firms had the right to require a two-way CSA, but only J.P. Morgan exercised the right Goldman 
Sachs waived its right as long as tfie swap remains unchanged. Based on the current second lien ratings 
at Midway Airport (A3/A-/A- by Moody's, S&P and Fitch respectively), if the mark-to-market adjustment on 
the swap Is against ttie City by more than $10 million, collateral must be posted for the difference. In 
August 2010, collateral was required in the amount of $1.4 million, which was funded with proceeds from 
Midway Commercial Paper, but as of December 31,2010, no collateral posting was required. 
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v) Financial Market Related Conversions 

The global economic downturn has adversely impacted ttie Cit /s variable rale debt The credit crisis and 
the effect on monoline insurers' credit ratings, as a result of their exposure to subprime mortgages, have 
resulted In downgrades by the major rating agencies. As a result, credit spreads increased on the Crt/s 
variable rate debt, especially with insured bonds; ttierefore the City refinanced or converted many ol its 
variable rate debt issues. In 2010, the City utilized liquidity facilities to convert two variable rate issues in 
the amount ol $284.7 million and thereby removing the monoline insurers or impaired banks providing 
credit support. 

c) Annual requirements listed below for each year indude amounts payable January 1 of tiie following year. 
Bonds maturing and interest payable January 1. 2011 have been exduded because funds for their payment 
have been provided lor. Annual requirements to amortize debt outstanding as of December 31, 2010 are as 
follows (dollars in thousands): 

General Obligation Installment Purchase Tax Increment 
Year Ending Principal Interest Principal Interest ftlnctpal Interest 
December 31, 
2011 $ 156,646 $ 362,307 $ 1,200 $ 47 $ 25,040 $ 8.793 
2012 238.178 357,137 - • 20,815 7.389 
2013 205,827 348,585 - - 30,264 6.212 
2014 215,509 344,558 - - 15,237 11,853 
2015 237,486 338,480 - - 8,965 3,951 
2016-2020 1,433.028 1.514.111 - - 45,975 9,964 
2021 -2025 1,553,090 1,185,521 - - 10.585 840 
2026 - 2030 1,444,048 838,646 . . , . 
2031 -2035 981.304 498,889 . . . . 
2036 - 2040 691.016 190,537 . . . . 
2041 -2045 25.645 1.060 . - . , 

$ 7,161,777 $ 5,979,831 $ 1.200 $ 47 $ 156,881 $ 49,002 

Revenue Business-type Activities 
Year Ending Principal 
Decemtjer 31. 
2011 $ 16,295 
2012 17.150 
2013 18.040 
2014 18.980 
2015 18.400 
2016 - 2020 97.940 
2021-2025 123,015 
2026 - 2030 130,754 
2031-2035 89,418 
2036 - 2040 23,710 

Interest Principal 

$ 25,971 
25,121 
24,227 
23.286 
22,315 
97.463 
71,699 
64.419 
53,097 

1,793 

$ 236.253 
258.162 
362,891 
371.606 
312,755 

1,757,307 
1,941,395 
2,426,430 
2,056,740 
1,004,295 

Interest 

529,302 
519,266 
511,834 
496,439 
479.007 

2,161,483 
1,715.052 
1,191,187 

572,439 
156,870 

$ 553.702 $ 409,391 $10,727,834 $ 8,332.879 
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Debt service requirements above exclude commercial paper issues as the timing of payments is not certain. 
For the requirements calculated above, interest on variable rate debt was calculated at ttie rate in effect or the 
effective rate of a related swap agreement, if applicable, as of December 31, 2010. Standby bond purchase 
agreements were issued by third party financial institutions tiiat are expected to be financially capable of 
honoring their agreements. 

d) Derivatives 

I) Pay-Fixed, Recelve-Variable Interest Rate Swaps 

(1) Objective of the swaps. In order to protect against the potential of rising interest rates, the City has 
entered into vartous separate pay-fixed, receive-variable interest rate swaps a l a cost less than what 
the City woukJ have paid to issue fixed-rate debt 

Governmental Activities 

Cash Fkw Hedges: 

Pay-fixed Interest Hate SWAPS.. 

Investment Derivative Instruments: 

Pay-fixed Interest Rate SWAPS. 

Business-type Activities 

Casti Flow Hedges: 

Pay-fixed Interest Rate SWAPS. 

Changes In Fair Value 
Classification 

Deferred 
Outflow of 
Resources 

Investment 
Revenue 

Deferred 
Outflow of 
Resources 

Amount 

$ (45.058) 

(10,348) 

(34.449) 

Fair Value at 
December 31,2010 

Classification 

Investment 
Revenue 

Deferred 
Outflow ol 
Resources 

Amount 

Deferred 
Outflow of 
Resources $ (120,447) 

(24,529) 

Notional 
Amount 

S 792.070 

201.965 

(141,379) 973,805 

Total. $ (286,355) 

(2) Terms, fair values, and credit risk. The objective and terms. Including the fair values and credit 
ratings, of the C i t / s hedging derivative instruments outstanding as of December 31, 2010. are as 
follows. The notional amounts of the swaps match the principal amounts of the associated debt The 
City's swap agreements contain scheduled reductions to outstanding notional amounts that are 
expected to approximately follow scheduled or anticipated reductions in the associated "txjnds 
payable" category. Under the swaps, the City pays the counterparty a fixed paymenl and receives a 
variable paymenl computed according to ttie London Inlertsank G^ered Rate (LIBOR) and/or The 
Securities Industry and Financial Markets Association (SIFMA) Municipal Swap Index (dollars in 
thousands): 
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Associated 
Bond Issue 

Notional Effective 
Amounts Date Terms 

Fair 
Values 

Counter-
Termi- party 
nation Credit 
Date Rating 

Hedging Instmments 

Govemmental Activities: 

GO VRDB (Series 2007EFG}.. 
11/08/200? Pay3 99a%;ra:eveSIFNVs, S (15.270) 

$ 2OO,0G0 01/01/2014 PaySIFMfl; recave 7Z5%of UBOR ' (16,1851 

08/17/2005 Pay 4.104%; receive SIFM^ (21,194) 
GO VRDB (Series 2005D) 222,790 01/01/2014 Pay SIFMA; receive 72.5% of UBOR ' (18,240) 

GO VRDB (Neighixyhoods Alive 21 
Program, Series 2002B) 206.700 ^ ( m z m Pay 3.575%; receive 7C% cf UBOR (24,477) 

Saies Tax FJevenue Relijnding Baids 
(VRDB Series 2002) 114,150 0af27/2002 Pay 4.23%; receive 75.25% of LIBOR (17,445> 

Tax Increment Allocation Bofxis 
(Near North TIF. Series 1999A) 44,900 09/01/1999 Pay 5.084%; receive67% cf UBOR (7,302) 

Tax Incremer* Allocation Bonds 
(Stockyards TIF, Series 1996MB) 3.975 02/10/1997 Pay 5.375%; receive SFIVA (334) 

Bus lne^- type ActiNrtties:, 

Chicago Midway International Airport 
Revenue Bonds (Series 20MC&D) 152,150 12/14/2004 Pay 4.174%; receive SIFMA Rus .05% (14,8961 

Pay 3.886%; reoave 95% of 3 Mo, LIBOR 
(if UBOR is < 3%) or 

232.260 01/03/2011 67%of3Mo.UBOR(ifUBORis>3%) (34,121) 
Pay 3.886%: receive SIFMA 

V âstewater Transmission VaiaWe (if LIBOR is < 3%1 
Rate Revenue Bonds (Series 20080) 99.670 07/29/20Ot or 67%of UBOR (if UBORis > 3%) (14,9941 

Refunding Bonds (Series 2004} 193.655 04/16/2008 Pay 3.8694%; receive SIFMA (28,609) 

V^er Variable Rale Revenue 
Refunding Bonds (Senes 2004} 195,770 08/05/2004 Pay 3.8669%; receive SIFMA (3a645) 

Second Lien Water Revenue 
Refunding Bonds (Series 2000) 100,000 04/16/2008 Pay 3.8694%; receive SIFMA (18,114) 

Investment Instmments 

Gavemmerrtal Actlvfties: 

0aO7/20O3 Pay4.052%;receive66.91%of10YrUBOR (16,372) 
Pay 66.91%onOYr UBOR; 

GO VRDB (Series 20O3B) „ 202.500 03/01/2011 receive 75% of 1 Mo. UBOR ' (8,157) 

Total $1.966,520 $(286.355) 

See Table 31 in Statisiical Section for Counterparty Entities and additional details for credit ratings. 
Type and objective for all the S W A P S Is the same, as mentioned earlier. 
* Reflects S W A P Overlay agreement. 

Aa3/A+ 
01/01/2042 Al/Ar 
01/01/2031 Aa2/AA 

A1/A 
Aa^A+ 

01/01/2040 Aaa/AA 
01/01/2031 Aa3/A+ 

01/01/2037 Aa3/A+ 

01/01/2034 AaVAA-

01/01/2019 Aa3/A^ 

12/01/2014 Aa3/A+ 

AaVA 
01/01/2035 Aal/AA-

01/01/2039 Aa3/'A+ 

01/01/2039 AaV.AA-

11/01/2025 Aa3;iA+ 

11/01/2031 A1/A-

11/01/2030 Aa3/A+ 

01/01/2034 Aa1/AA-
Aa2/AA 

03/01/2014 AaafAA 

63 



CITY OF CHICAGO. ILLINOIS 
NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31. 2010 - CONTINUED 

(3) Fair Value. As of December 31. 2010, the swaps had a negative fair value of $286.4 million. As per 
industry convention, the fair values of the Ci t /s outstanding swaps were estimated using the zero-
coupon method. This method calculates the future net settlement payments required by the swap, 
assuming that the fonward rates implied by the yield curve correctly anticipate future spot rates. 
These payments are then discounted using the spot rates implied by the current yield cun/e for 
hypothetical zero-coupon bonds due on the date of each future net settlement on the swap. Because 
interest rates are below the Fixed Rate Paid, the City's swaps had negative values. Note that in the 
statement of net assets the combination of the $248.3 million derivative liability and the unamortized 
interest rate swap premium balance of $38.1 million, recorded as component of unearned revenue, 
together represent the total fair value. ̂  

(4) Credit Risk. The City Is exposed to credit risk (counterparty risk) through the counterparties with 
whk;h it enters into agreements. If minimum credit rating requirements are not maintained, the 
counterparty is required to post collateral to a third party. This protects the City by mitigating the 
credit risk, and therefore the ability to pay a temiination payment, inherent in a swap. Collateral on all 
swaps is to t>e in the form of cash or Eligible Collateral held by a third-party custodian. Upon credit 
events, the swaps also allow transfers, credit support, and termination if the counterparty is unable to 
meet the said credit requirements. 

(5) Basis Risk. Basis risk refers to the mismatdi between the variable rate payments received on a swap 
contract and the interest payment actually owed on the bonds. The two significant components 
driving this risk are credit and SIFMA/llBOR ratios. Credit may create basis risk because the City's 
bonds may trade differently than the swap index as a result of a credit change in the City. 
SIFMA/LIBOR ratios (or spreads) may create basis risk. With percentage of LIBOR swaps, if the 
City's bonds trade at a higher percentage of LIBOR over the index received on the swap, basis risk is 
created. This can occur due to many factors including, without limitation, changes in marginal tax 
rates, lax-exempt status of bonds, and supply and demand for variable rate bonds. The City is 
exposed to basis risk on all swaps except those that are based on Cost of Funds, which provide cash 
flows that mirror those of the underlying txjnds. For all other swaps, if the rate paid on the bonds Is 
higher than the rate received, the City Is liable for the difference. The difference would need to tie 
available on the debt service payment date and it would add additional underiying cost to the 
transaction. 

(6) Tax Risk. The swap exposes the City to tax risk or a permanent mismatch (shortfall) between the 
floating rate received on the swap and the variable rate paid on the underiying variable-rate bonds 
due to tax law changes such that the federal or state tax exemption of municipal debt is eliminated or 
its value reduced. There have been no tax law changes since the execution of the City's swap 
transactions. 

(7) Termination Risk. The risk that the swap could be terminated as a result of certain events including a 
ratings downgrade for the issuer or swap counterparty, covenant violation, bankruptcy, payment 
default or other defined events of default. Termination of a swap may result in a payment made by 
the issuer or to the issuer depending upon the market at the time of termination. 

(8) Swap payments and associated debt. Bonds maturing and interest payable January 1, 2011 have 
been excluded because funds for their payment have been provided for. As of December 31. 2010, 
debt service requirements of the City's outstanding variable-rate debt and net swap payments, 
assuming cun-ent interest rates remain the same, for their term are as folksws (dollars in thousands): 
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Interest 

Year Ending 
D e c e m b e r s ! . 
2011 
2012 
2013 
2014 
2015 
2016 -2020 
2021 -2026 
2026 - 2030 
2031 -2035 
2036 - 2040 
2041 -2045 

Variable-Rate Bonds Rate 

Principal Interest Swaps, Net Total 

$ 15.310 $ 7.914 $ 70,223 $ 93,447 
21,395 7.860 69,594 98.849 
22,645 7,784 68,775 99,204 
36,955 7,703 67,899 112.557 
37,865 7,589 66,608 112,062 

325.570 35.326 302,909 663.805 
452.930 29.054 232,234 714.218 
372,980 22,640 161,514 557.134 
439,145 14,031 84,287 537,463 
217.950 4.838 22,859 245,647 

22.195 222 665 23.082 

$ 1,964.940 $ 144.961 $ 1.147,567 $ 3.257.468 

II) Swaptlons 

(1) Objective of the swaptions. The City entered into several swaption contracts that provided the City 
upfront payments totaling $42.1 million. The term swaption refers to the City selling an option to a 
counterparty to execute a swap at a certain date in the future if certain conditions exist. If the 
conditions do not exist, the counterparty will not execute the option, no swaptions have been 
exercised. In the event the options are executed and the City enters into a fixed to floating rate swap, 
the City would t}e exposed to the risks as described under Swaps. 

Changes in Fair Value 
Fair Value at 

December 31,2010 

Governmental Activities 

Investment Derivative Instnjments; 

Pay-fixed Interest Rate SWAPS.... 
I 

Bualne&s-type Acthrities 

Investment Derivative Instruments: 

Pay-fixed Interest Rate SWAPS..,, 

Total 

Classification 

Investment 
Revenue 

investment 
Revenue 

Amount 

499 

(1,761) 

Classification 

Investment 
Revenue 

Investment 
Revenue 

Amount 
Notional 
Amount 

(17,001) $ 471,875 

(19,813) 380,270 

(36.B14) 
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(2) Terms. The terms, including fair values of the swapttons as of December 31, 2010, are as follows 
(dollars in thousands): 

A s s o c i a i B d N o U o n a l T rade 
B o n d Isaua A m o u n t a Date 

3 0 B o n d s 
(GO, Ser ies 2001A; G O 
Ser ies 2002A; G O . Ser ies 2003A; 
and G O , Series 2004A) $ 31B.670 12/18/2003 

Ch icago Midway Airport Revenue 
Bonds (Series i 998A{AMT] ; Se r ies 
ig98B(Non-AMT>; and Relunding 
Ser ios 19g8C{Non-AMr)> 3B0,270 10/27/1999 

S a l e s Tax Revenue 

B o n d s (Series 1099) 23,285 06/21/2002 

Sa les Tax Revenue 
Bonds (Series 1998) 69.275 06/21/2002 

S a l e s Tax Revenue 
Bonds (Series 1997) 

Total S 852,145 

60,645 06/21/2002 

Var iab le 
Hate 
P a i d 

S IFMA+ 
SObps 

S ( F M A + 
25 bps 

S I F M A + 
30bps 

S IFMA+ 
30bps 

S IFMA+ 
30bps 

F i xed 
Ra te 

R e c e i v e d 

5 too 

4.984 

5.250 

5.375 

Fa i r 
V a l u e a 

S w a p 
T e r m i ­
na t ion 
Date 

Up-F ron t 
P a y m e n l 

5.000% $ (12.543) 01/01/2024 $ 13,384 

(19.813) 

(161) 

(2,420) 

01/01/2030 

01/01/2019 

01/01/2029 

(1.B77) 01/01/2027 

23,500 

728 

2.562 

1.964 

42.138 

(3) Fair value. As of December 31, 2010, the swaptions had a negative fair value of $36^8 million. As 
per industry convention, the fair values of the Ci t /s oiitstanding swaptions were estimated using tfie 
zero-coupon method. This mettwd calculates the future net settlement payments required by the 
swap, assuming that the fonward rates implied by the yield curve correctly anticipate future spot rates. 
Tfiese payments are then discounted using the spot rates implied by the current yield curve for 
hypothetical zero-coupon bonds due on the date of each future net settlement on the swap. Because 
interest rates are below the Fixed Rate Received, the City's swaptions had negative values. The 
negative value is also driven by the upfront payment received by the City upon execution of the 
swaption agreement. Note that In the statement of net assets the comt>ination of the $13.5 million 
derivative liability and the unamortized interest rate swaption premium balance of $23.3 million, 
recorded as component of unearned revenue, together represent the total fair value. 

(4) Credit Risk. The City is exposed to credit risk (counterparty risk) through the counterparties with 
which it enters into agreements. If minimum credit rating requirements are not maintained, ttie 
counterparty is required to post collateral to a third party. This protects the Cily by mitigating the 
credit risk, and therefore the ability to pay a termination payment, inherent In a swap. CoOaterat on all 
swaptions is to be in the form of cash or Eligible Collateral held by a third-party custodian. Upon 
credit events, the swaptions also altow transfers, credit support, and temiination if the counterparty is 
unable to meet the said credit requirements. 

(5) Basis Risk. Basis risk refers to the mismatch behveen the variable rate payments received on a 
swap contract and the interest payment actually owed on the bonds. The two significant components 
driving this risk are credit and SIFMA/LIBOR ratns. Credit may create basis risk because the City's 
bonds may trade differently than the swap index as a result of a credit change in the City. 
SIFMA/LIBOR ratios (or spreads) may create basis risk. With percentage ol LIBOR swaps, if the 
City's bonds trade at a higher p e r c e n t ^ of LIBOR over the index received on the swap, basis risk is 
created. This can occur due to many factors including, without limitation, changes in marginal tax 
rates, tax-exempt status of bonds, £»nd supf^ and demand for variable rate tionds. The City is 
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exposed to basis risk on all swaptions except those that are based on Cost of Funds, which provide 
cash flows that mirror those of the underlying bonds. For all other swaptlons, ii the rate paid on the 
bonds is higher than the rate received, the City is liable for the difference. The difference would need 
to be available on the debt service payment date, and it would add additional underiying cost to the 
transactkin. 

(6) Tax Risk. The swap exposes the City to tax risk or a permanent mismatch (shortfall) between the 
floating rate received on the swap and the variable rate paid on the underiying variable-rate bonds 
due to tax law changes such that the federal or state tax exemption ol municipal debt is eliminated or 
its value reduced. There have been no tax law changes since the execution of the swaption 
transactions. 

(7) Termination Risk. The risk that the swap could be terminated as a result of certain events including a 
ratings downgrade for the issuer or swap counterparty, covenant violation, bankruptcy, payment 
default or other defined events of default. Termination ol a swap may result in a payment made by 
the issuer or to the issuer depending upon the market at the time of termination. 

e) Debt Covenants 

I) Water Fund - The ordinances authorizing the issuance of outstanding Water Revenue Bonds provide for 
the creation of separate accounts into which net revenues, as defined, or proceeds are to be credited, as 
appropriate. The ordinances require that net revenues available for bonds, as adjusted, equal 120 
percent of the current annual debt sen/ice on the outstanding senior lien bonds and that City 
management maintains all covenant reserve account balances at specified amounts. The above 
requirements were met at December 31, 2010. The Water Rate Stabilization account had a balance in 
restricted assets of $61.4 million at December 31, 2010. 

The ordinances authorizing the issuance of outstanding Second Lien Water Revenue Bonds provide lor 
the creation of separate accounts into which monies will be deposited, as appropriate. The ordinances 
require lhat net revenues are equal to the sum ol the aggregate annual debt service requirements for the 
fiscal year of the outstanding senior (ien bonds and 110 percent of the aggregate annual debt service 
requirements ol the outstanding second lien bonds. This requirement was met at December 31,2010. 

li) Sewer Fund - The ordinances authorizing the issuance of outstanding Wastewater Transmission 
Revenue Bonds pro^ride for the creation of separate accounts into which net revenues, as defined, or 
proceeds are to be credited, as appropriate. The ordinances require that net revenues available for 
bonds equal 115 percenl of the current annual debt service requirements on the outstanding senior lien 
bonds. This requirement was met at December 31, 2010. The Sewer Rate Stabilizatk)n account had a 
balance in restricted assets of $24.6 million at December 31. 2010. 

The ordinances authorizing the issuance of outstanding Second Lien Wastewater Transmission Revenue 
Bonds provide for the creation of separate accounts into which monies will be deposited, as appropriate. 
The ordinances require that net revenues equal 100 percent of the sum ot the current maximum annual 
debt service requirements of the outstanding senior lien bonds and the maximum annual debt service 
requiraments of the second lien bonds. This requirement was met at December 31,2010. 

Ill) Chicago Midway International Airport Fund - The master indenture securing the issuance of Chicago 
Midway Internatkinal Airport Revenue Bonds requires that the City set rates and charges for the use and 
operation of Midway so that revenues, together with any other available monies and the cash balance 
held In the Revenue Fund on the first day of such year not required to be deposited in any fund or 
account, will be at least sufficient (a) to provide for the operation and maintenance expenses for the year 
and (b) to provide for tlie greater of (i) the amounts needed lo be deposited into the Rrst and Junior Uen 
Debt Servtee Fund, the Operations & Maintenance Resent Account, the Woriting Capital Account, the 
First Lien Debt Service Reserve Fund, the Repair and Replacement Fund, and the Special Project Fund 
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and (ii) an amount not less than 125 percent of the Aggregate First Lien Debt Service for such fiscal year 
reduced by an amount equal to the sum of any amount held in any capitalized interest account for 
disbursement during such fiscal year to pay interest on First Lien Bonds. These requirements were met 
at December 31, 2010. 

Iv) Chicago-O'Hare International Airport Fund - In 1983, the City Council adopted the General Airport 
Revenue Bond ordinance authorizing the issuance and sale of Chicago-O'Hare Intemational Airport 
General Airport Revenue Bonds in unlimited series for the purpose of financing the cost of improvements 
and expansion of O'Hare and to redeem its existing outstanding bond obligations. The ordinance further 
permits the issuance of second lien notes, bonds and other obligations which are payable from, and 
secured by, a pledge of amounts deposited in the junior lien obligation debt service account created 
under the ordinance. The ordinance requires that net revenues In each year equal not less than the sum 
of (i) the amouni required to be deposited for such year in the debt service resen/e fund, the maintenance 
reserve fund, the special capital projects fund and the junior lien debt service fund, and (ii) 110 percent of 
the aggregate first lien and second lien debt service for the bond year commencing during such fiscal 
year reduced by an amount equal to the sum of any amount held in any capitalized interest account for 
disbursement during such fiscal year to pay interest on bonds. This requirement was met at December 
31, 2010. The ordinance provides for the creation of separate accounts that are to be credited with 
revenues in a specified priority. At the end of each year, any excess funds over amounts required in 
accounts other than Special Capital Projects, Emergency Reserve and Airport Development accounts are 
reallocated with the following year's revenues. 

The Master Indenture of Trust securing Chicago-O'Hare International Airport Third Lien Obligations 
requires that Revenues in each Fiscal Year, together with Other Available Moneys deposited with the 
Trustee with respect to ttiat Fiscal Year and any cash tialance hekJ in the Revenue Fund on the first day 
of that Fiscal Year not then required to be deposited in any Fund or Account, will be at least sufficient: (1) 
to provide for the payment of Operation and Maintenance Expenses for the Fiscal Year; and (ii) to provide 
for the greater of (a) the sum of the c o u n t s needed to make the deposits required to be made pursuant 
to all-resolutions, ordinances, indentures and trust agreements pursuant to which all outstanding First 
Lien Bonds. Second Lien Obligations, Third Lien Obligations or other Airport Obligations are issued and 
secured, and (b) 110 percent the Aggregate First Second and Third Lien Debt Service for the Bond Year 
commencing during that Fiscal Year, reduced by any proceeds of Aiiport Obligations hekJ by the Taistee 
for disbursement during that Bond Year to pay principal of and interest on First Lien Bonds, Second Uen 
obligations or Third Lion obligations. This requirement was mot at Dooembor 31, 2010. 

The master indenture securing the Passenger Facility Charge (PFC) Revenue Bonds requires PFC 
revenues, as defined, to be deposited into the PFC Revenue Fund. The PFC Revenue Fund is required 
to transfer amounts no later than the twentieth day of each month to various funds, as defined, as 
appropriate to meet debt service and debt service reserve requirements. 

No-Commttment Debt and Public Interest Loans Include various special assessment private activity 
bonds and loans. These types of financings are used to provide private entities with low-cost capital financing 
for construction and rehabilitation of facilities deemed to be in the public interest. Bonds payable on no-
commitment debt are not included in the accompanying financial statements because the City has no 
obligation to provide for their repayment, which is the responsibility of the borrowing entities. In addition, 
federal programs/grants, including Community Development Bk>ck Grants and Community Service Block 
Grants, provide original funding for public interest k>ans. Loans receivable are not included as assets 
because payments received on loans are used to fund new k>ans or other program activities in the cun-ent 
year and are not available for general City operating purposes. Loans provkJed to third parties are recorded 
as cun-ent and prior year programs/grants expenditures. Funding for future loans will be from a combination 
of the repayment of existing loans and additk]nal funds committed from future programs/grants expenditures. 
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g) Defeased Bonds have been removed from the Statement of Net Assets because related assets have been 
placed in irrevocable trusts that, together with interest eamed thereon, will provide amounts sufficient for 
payment of all principal and interest Defeased t>onds at December 31, 2010, not including principal 
payments due January 1, 2011, are as follows (dollars in thousands): 

Emergency Telephone System - Series 1993 
General Obligation Refunding Bonds - Series 1993B 
General Obligation Refundng Bonds - Series 1995A-2 
General Obligation Project and Refunding Bonds - Series 1998 
General Obligafion Project and Refunding Bonds - Series 1999A... 
General Obligation Bonds - Series 2001A 
General Obligation Project and Refunding Bonds - Series 2002A... 
General Obligation Project and Refunding Bonds - Series 2003A... 
General Obligation Project Bonds - Series 2003C 
General Obligation Prefect Bonds - Senes 2004A 
General Obligation Project and Refunding Bonds - Series 2005B ... 
General Obligation Project and Refunding Bonds - Series 2005E... 
General Obligation Project and Refunding Bonds - Series 2006A ... 
General Obligation Direct Access Bonds - Series 2006 
General Obligatton Project and Refunding Bonds - Series 2007A ... 
Neighborhoods Alive 21 Program - Series 2001A 
Neighborhoods Alive 21 Pnagram - Series 2002A 
Neighborhoods Alive 21 Program - Series 2003 
Lake Millenium Project Parking Facilities Bonds - Series 1998 
Lake Millenium Project Parking Facilities Bonds - Series 1999 
Near South Redeveloixnent Project Tax Increment - Series 1994A 
Water Revenue Senior Uen Bonds - Series 2001 
Special Transportation Revenue Bonds - Series 2001 

Amount 
Defeased Outstanding 

$ 213,730 $ 140.595 
17,535 17,535 
32.625 23,575 

338.710 18,830 
252,380 10,475 
349,845 137,085 
135,690 117,855 
89,815 87,510 
87.645 77,395 

205,535 205.535 
3.460 3.280 

22,186 17,532 
19.230 15.680 
4.755 4,755 

10,300 10,300 
213,825 60,170 

36,820 15.870 
90,600 86.045 

149,880 43,880 
44.495 44,395 
23.000 9,975 

242.630 229.155 
118,715 103.485 

, $ 2,703,406 $ 1.480,912 
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11) Pension Trust Funds 

a) Retirement Benefit - Eligible City employees participate in one of four single-employer defined benefit 
pwsion plans (Plans). These Plans are: the Municipal Employees'; the Laborers' and Retirement Board 
Employees'; the Policemen's; and the Firemen's Annuity and Benefit Funds of Chicago. Plans are 
administered by individual retirement boards represented by elected and appointed officials. Certain 
employees of the Chicago Board of Education participate in the Municipal Employees' or the Laborers' and 
Retirement Board Employees' Annuity and Benefit Funds for whrch the City levies taxes to make the required 
employer contributions. Each Plan issues a publicly available financial report that includes financial 
statements and required supplementary information. 

The financial statements of the Plans are prepared using the accrual basis of accounting. Employer and 
employee contributions are recognized in the period in which employee services are perfonned. Benefits and 
refunds are recognized when payable. 

Plan investments are reported at fair value. Short-term investments are reported at cost, which approximates 
fair value. Securities traded on national or international exchanges are valued at the last reported sales price 
at current exchange rates. Fixed income securities are valued principally using quoted market prices 
provided by independent pricing services. For collective investments, the net asset value is determined and 
certified by the investment managers as of the reporting date. Real estate investments are generally valued 
by appraisals or other approved methods. Investments that do not have an established marttet are reported 
at estimated fair value. 

The Plans have a securities lending program. At year-end. the Plans have no credit risk exposure to 
borrowers because the amounts the Plans owe the borrowers exceed the amounts the borrowers owe the 
Plans. The contract with the Plans' master custodian requires it to indemnify the Plans if the borrowers fail to 
retum the securities (and if the collateral is inadequate to replace the securities lent) or fail to pay the fund for 
income distributions by the securities' issuers white the securities are on loan. All securities loans can be 
terminated on demand by either the Plans or the borrower, although the average term of the loans has not 
exceeded 90 days. The Plans' custodian tends securities for collateral in the fomi of cash, irrevocable 
letters of credit and/or U.S. govemment obligations equal to at least 102 percent of the fair value of securities 
or intemational securities for collateral of 105 percent. Cash collateral is invested in the lending agents' short-
temi investment pool, which at year-end has a weighted average maturity that did not exceed 101 days. The 
Plans cannot pledge to sell collateral securities received unless the borrower defaults. Loans outstanding as 
of December 31,201Oare as follows: market value of securities loaned $1,208.4 million, market value of cash 
collateral frcim borrowers $1,238.3 million and market value of non-cash collateral from borrowers $5.4 
million. 

The Plans provide retirement disability, and death benefits as established by State law. Benefits generally 
vest after 20 years of credited service. Employees who retire at or after age 55 (50 for policemen and 
firemen) with 20 years of credited sen/ice qualify to receive a money purchase annuity and those with more 
than 20 years of credited service qualify to receive a minimum formula annuity. The annuity is computed by 
multiplying the final average salary by a perceitage ranging from 2.0 percent to 2.4 percent per year of 
credited service. The final average salary is the employee's highest average annual salary for any four 
consecutive years within the last 10 years of credited service. 

State law requires City contributions at statutorily, not actuarially determined rates. The City's contribution Is 
equal to the total amount of contributions by employees to the Plan made in the calendar year two years prior, 
multiplied by 1^5 for the Municipal Employees', 1.00 for the Laborers', 2.00 for the Policemen's, and 2.26 for 
the Firemen's. State law also requires covered employees to contribute a percentage of their salaries. 
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The City's annual pension cost for the current year 
thousands): 

Municipal 
Employees' 

Contribution rates: 
City (a) 8.5% 
Plan members 8 5 

Annual required contribution $ 483.948 
Interest on net pension obligation 54.379 
Adjustment to annual required 

contribution (55,907) 
Annual pension cost 482,420 
Contributions made 154,752 

Increase in net pension obligation 327,668 
Net pension obligation (excess), 

beginning of year 679,738 
Net pension obligation (excess). 

end of year $ 1,007,406 

and related information for each Plan is as follows (dollars in 

8.5% 
8.5 

15,352 

Policemen's Firemen's Total 

9.0% 
90 

9.125% 
9 125 

$ 363,625 
124994 

$ 218.388 
96.897 

$ 1.112.626 
259.761 

(85.391) 
403,228 
174,501 

(99.619) 

215.666 
80.947 

(223.944) 
1.148.443 

425,552 

228,727 134.719 722,891 

1,562,419 1.211.208 3,247.003 

$ 1,791.146 $ 1,345.927 $ 3,969,894 

Municipal 
Employees' 

Actuarial valuation date 12/31/2010 

Actuarial cost method Entry age normal 
Amortization method Level dollar, open 
Remaining amortization period 30 years 
Asset valuation method 5-yr. Smoothed 

Market 
Actuarial assumptions: 

Investment rate of retum (a) 8.0% 
Projected salary increases (b): 

Inflation 3.0 
Seniority/Merit (c) 

Postretirement benefit increases (g) 

Laborers' 

12/31/2010 

Entry age normal 
Level dollar, open 

30 years 
5-yr. Smoothed 

Mari(et 

8.0% 

3.0 
(d) 
(g) 

Policemen's 

12/31/2010 

Entry age normal 
Level percent, open 

30 years 
5-yr. Smoothed 

Market 

8.0% 

3.0 
(6) 

(h) 

Firemen's 

12/31/2010 

Entry age nonnal 
Level doDar. open 

30 years 
5-yr. Smoothed 

Market 

8.0% 

3.0 
(f) 
(h) 

(a) 
(b) 
(c) 
(d) 
(e) 
(I) 
(g) 

(h) 

Percentage represents amount applied to the employees account and not the total contributed. 
Compounded Annually 
Service-based Increases equivalent to a level annual rate increase of 2.4 percent over a full career. 
Service-t)ased increases equivalent to a level annual rate increase ol 1.9 percent over a full career. 
Sen/ice-based increases equivalent to a level annual rate increase of 2.8 percent over a full career. 
Service-based increases equivalent to a level annual rate increase ol 2.7 percent over a full career. 
3-0 percent per year beginning at the eariler of: 
1) the later of the first of January of the year after retirement and age 60; 
2) the later of the first of January of the year after the second anniversary of retirement and age 53. 
Uses 3.0 percent per year for annuitants age 55 or over, bom before 1955 with at least 20 years of serwce 
and 1.5 percent per year for 20 years for annuitants age 60 or over, born in 1955 or later. 
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The follovnng tables of information assist users in assessing each fund's progress in accumulating suffident s^sets to 
pay benefits when due. The three-year historical informatk^n tor each Plan is as follows (dollars in thousands): 

Year 
Municipal Employees': 

2008 $ 
2009 
2010 

Laborers': 
2008 
2009 
2010 

Policemen's: 
2008 
2009 
2010 

Firemen's: 
2O08 
2009 
2010 

Annual 
Pension 

Cost 

% of Annual 
Pension Cost 
Contributed 

Net Pension 
(Excess) 

Obligation 

359,933 40.79% $ 415.207 
412.576 35.88 679,738 
482,420 32.08 1.007,406 

18,166 83.85 (225,759) 
34.024 42.99 (206,362) 
47,129 32.57 (174,585) 

348,273 49.63 1,360,492 
373.972 46.00 1,562,419 
403.228 43.28 1,791,146 

187,710 43.29 1.099,024 
201,397 44.30 1,211,208 
215.666 37.53 1,345.927 

SCHEDULE OF FUNDING PROGRESS 
(dollars in thousands) 

Unfunded 
Actuarial (Surplus) 
Accrued AALas a 

Actuarial Liability Unfunded Percentage 
Actuarial Value of (AAL) (Surplus) Funded Covered of Covered 
Valuation Assets Entry Age AAL Ratio Payroll Payroll 

Year Date (a) (b) (b-a) (art)) (c) ((b-a)/c) 
Municipal Employees': 

2008 12/31/08 $6,669,502 $10,383,158 $3,713,656 64% $1,543,977 241% 
2009 12/31/09 6,295,788 10,830,119 4,534,331 58 1,551,973 292 
2010 12/31/10 6,003,390 11.828,666 5.825,276 51 1.541,388 378 

Laborers': 
2008 12/31/08 1,698,427 1.915.324 216.897 89 216,744 100 
2009 12/31/09 1,601,352 1,975,749 374,397 81 208.626 179 

12/31/10 1.529,404 2,030,025 500,621 75 199.863 250 
Policemen's: 

12/31/08 4.093,720 8.482,574 4,388,854 48 1.023,581 429 
12/31/09 3,884,978 8,736,102 4,851.124 44 1,011,205 480 

2010 12/31/10 3,718.955 9,210,056 5,491.101 40 1,048.084 524 
Firemen's: 

2008 12/31/08 1,335,695 3,311,269 1.975,574 40 396,182 499 
2009 12/31/09 1,269,231 3,428,838 2,159,607 37 400.912 539 

12/31/10 1,198.114 3,655.026 2,456,912 33 400,404 614 
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b) Other Postemployment Benefits (OPEB) - Under State law, certain health benefits are available to 
employees who retire from the City based upon their participation in the City's pension plans. The Pensmn 
Plans and the City agreed to share in the cost of the Settlement Health Caxe Plan (see Note 12). This single 
employee defined benefit plan is administered by the City. Substantially all employees who qualify as 
Municipal or Laborers' pension plan participants older than age 55 with at least 20 years of service and Police 
and Fire pension plan participants older than age 50 with at least 10 years of service may become eligible for 
postemployment benefits if they eventually become an annuitant. Health benefits include basic benefits for 
annuitants and supplemental benefits lor Medicare eligible annuitants. The amounts below represent the 
accrued liability of the City's pension plans related to their own employees and a subsidy paid to the City (see 
Note 12). The plan is financed on a pay as you go basis (dollars in thousands). 

Annual OPEB Cost and Contributions Made 
For Fiscal Year Ending December 31,2010 

Contributicn Rates Oty: 

Municipal 
Employees' Laborers' Policemen's Firemen's 

A portion of the City's contribution from the tax levy is used to 
finance the health insurance supplement benefit payments. 

Total 

Annual Required Contribution $ 22,955 S ; 3,609 $ 10.659 i ; 4.426 $ 41,651 
Interest on Net OPEB Obligation 1,900 164 371 243 2,678 
Adjustment to /Vnnual -
Required Contribution (2,480) (214) (294) (317) (3,305) 

/Annual OPEB Cost 22.375 3.559 10.736 4.354 41,024 
Cwitributions Made 9.550 2.587 9.354 2.644 24.135 

Incmass In 
Net OPEB Obligatkwi 12.825 972 1.382 1,710 16.869 

Net OPEB Obligation. 
Beginning of Year 42.220 3,647 8,237 5,397 59.501 

Net OPEB Obligatkm, 
End of Year $ 55,045 $ 4,619 $ 9.619 $ 7,107 $ 76.390 

Actuarial Method and Assumptions - Projections of benefits for financial reporting purposes are based on the 
substantive plan (the plan understood by the employer and plan members) and included the types of benefits 
provided at the time of each valuation and the historical pattem of sharing of benefit costs tjetween the employer and 
plan members to that point. The actuarial method and assumptions used include techniques that are designed to 
reduce the effects of short term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent 
with the tong term perspective of the calculations. 
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Municipal 
Employees' Laborers' Policemen's Firemen's 

Actuarial Valuation Date 12/31/2010 12/31/2010 12/31/2010 12/31/2010 

Actuarial Cost Method Entry Age 
Nonnal 

Entry Age 
Nornial 

&itry Age 
Normal 

Entry Age 
Nonnal 

Amortization Method 

Remaining 
Amortization Method 

Level Dollar. 
Open 

30 years 

Level Dollar. 
Open 

30 years 

Level Percent 
Open 

30 years 

Level Dollar. 
Open 

30 years 

Asset Valuation Method No Assets 
(Pay-as-you-go) 

No Assets 
(Pay-as-you-go) 

No Assets 
(Pay-as-you-go) 

No Assets 
(Pay-as-you-go) 

Actuarial assumptions: 
OPEB Investment 
Rate of Return {&) 4.5% 4.5% 4 5 % 4.5% 

Projected Salary Increases (a) 
Inflation 

3.0% 3.0% 3.0% 3.0% 

Seniority / Merit ( b ) ( c ) ( d ) ( e ) 

Healthcare Cost Trend Rate (0 0.0% 0.0% 0.0% 0.0% 

( a ) Compounded Annually 
(b ) Service-based increases equivalent to a level annual rate of increase of 2.4 percent over a full career 
( c ) Service-basad increases equivalent to a level annual rate of increase of 1.9 percent over a full career 
( d ) Service-based increases equivalent to a level annual rale of increase of 2.8 percent over a full career 
(e ) Senrice-based increases equiveilent to a level annual rate of increase of 2.7 percenl over a full career 
( f ) Trend not applicable - fixed dollar subsidy 

OPEB COST SUMMARY 
(dollars in thousands) 

Annual 
OPEB 

% of Annual 
OPEB 

Net 
OPEB 

Year Cost Obligation Obligation 

Municipal Employees' 2008 $ 23,580 38.29% $ 29,307 
2009 22,561 42.77 42,220 
2010 22.375 42.68 55.045 

Laborers' 2008 3,546 66.20 2.563 
2009 3.646 70.29 3.647 
2010 3,559 72.68 4,619 

Policemen's 2008 11.378 77.78 5.640 
2009 11,863 78.11 8,237 
2010 10,736 87.13 9,619 

Firemen's 2008 4.281 58.09 3.723 
2009 4.319 61.24 5,397 
2010 4,354 60.74 7.107 
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Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the 
probability of occurrence of events far into the future. Examples include assumptions about future employment, 
mortality, and the heatthcare cost trend. Amounts determined regarding the funded status of the plan and the annual 
required contributions of the employer are subject to continual revisions as the results are compared with past 
expectations and new estimates are made about the future. The schedule of funding progress, presents, as required, 
supplementary information following the notes to the financial statements (dollars in thousands, unaudited). 

Actuarial 
Valuation 

Dale 

L.aborers' 12/31/2010 

Policemen's 12)31/2010 

Rremen's 12/31/2010 

Actuarial 
Value of 
/Assets 

Municipal 
Employees' 12/31/2010 $ 

Actuarial 
Accrued 
Liability 
(AAL) 

Entry Age 

$ 223,564 

41,361 

164.796 

4a,222 

Unfunded 
(Surplus) 

UAAL 

223,564 

41.361 

164.796 

48.222 

Funded Covered 
Ratio Payroll 
jBfb) ( c ) 

$ 1.541,386 

199.863 

1.046.084 

400,404 

Unfunded 
(Surplus) 
AAL as a 

Percentage 
of Covered 

Payroll 
«b -a ) / c l 

14.50 

20.69 

15.72 

12.04 

12) Other Postemployment Benefits - City Obligation 

The annuitants who retired prior to July 1, 2005 received a 55 percent subsidy from the City and the annuitants who 
retired on or after July 1.2005 received a 50, 45, 40 and zero percent subsidy from the City based on the annuitant's 
length of actual employment with the City for the gross cost of retiree health care under a court approved settlement 
agreement. The pension funds contributed $65 for each Medicare eligible annuitant and $95 for each Non-Medicare 
eligible annuitant to their gross cost The annuitants contributed a total of $64.1 million in 2010 to the gross cost of 
their retiree health care pursuant to premium amounts set forth in the above-referenced settlement agreement. 

The cost of health benefits is recognized as an expenditure in the accompanying financial statements as claims are 
reported and are funded on a pay-as-you-go basis. In 2010, the net expense to the City for providing these benefits 
to approximately 24,253 annuitants plus their dependents was approximately $107.4 million. 

The City's net expense and the annuitants' contribution indicated above are preliminary and subject to the 
reconciliation per the court approved settlement agreement. 

Plan Description Summary - The Cily of Chicago is party to a written legal settlement agreement outlining the 
provisions of the retiree health program. The Settlement Health Care Plans (the Plans), through June 30, 2013. The 
agreement does not require or extend continuation of the Plans after June 30. 2013. Pursuant to the Settlement, the 
City administers a single employer defined tienefit healthcare plan (the Health Plan), for which the City pays a portion 
of the costs on a pay as you go method. Under the Settlement agreement, the City of Chicago sponsors health 
benefit plans for employees, fomier employees and retired former employees. The provisions of the program provide 
in general, that the Cfty pay a percentage of the cost (based upon an employee's service) for hospital and medical 
coverage to eligible retired employees and their dependents for a specified period, until June 30,2013. 
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In addition, Illinois Compiled Statutes authorize the four respective Pension Funds (Police, Fire, Municipal, and 
Laborers) to provide a fixed monthly dollar subsidy to each annuitant who has elected coverage under the Health 
Plan ttirough June 30, 2013. After that date, no supplements are authorized. 

The liabilities for the monthly dollar supptements paid to annuitants enrolled in the retiree medical plan by their 
respective Pension Funds are included in the liabilities and reports of the respective four Pension Funds (see Note 
11). 

Funding Policy - The City's retiree health plan is a single employer plan which operates on a pay as you go funding 
basis. No assets are accumulated or dedicated to funding the retiree health plan benefits. 

Annual OPEB Cost and Net OPEB Obligation - The City's annual other postemployment benefit (OPEB) cost 
(expense) is calculated based on the annual required contribution of the employer (ARC). The ARC (Annual 
Required Contribution) represents a level of funding, that If paid on an ongoing basis, is projected to cover the normal 
cost each year and to amortize any unfunded actuarial liabilities over a period of three years (the remaining years of 
coverage under the Settlement agreement). 

The following table shows the components of the City's annual OPEB costs for the year for the Settlement Plan, the 
amount actually contributed to the plan and changes in the City's net OPEB obligation to the Retiree Health Plan. 
The Net OPEB Obligation is the amount entered upon the City's Statement of Net Assets as of year end as the net 
liability for the other postempkiyment benefits - the retiree health plan. The amount of the annual cost for the retiree 
health plan which is to t>e recorded In the Statement of Changes in Net Assets for 2010 is the Annual OPEB Cost 
(expense). 

Annual OPEB Cost and Contributions Made 
(dollars in thousands) 

Retiree 
Settlement 
Health Plan 

Contribution Rates: 
City Pay As You Go 
Plan Members N/A 

Annual Required Contribution $ 189,326 

Interest on Net OPEB Obligation 9,871 

Adjustment to Annual Required Contribution (116,325) 

Annual OPEB Cost 82,874 
Contributions Made 107,431 

Increase in Net OPEB Obligation (24,557) 

Net OPEB Obligation, Beginning of Year 329,040 

Net OPEB Obligation, End of Year $ 304,483 
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The City's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB 
obligation for fiscal year 2010 Is as follows (dollars In thousands): 

Schedule of Contributions, 
OPEB Costs and Net Obligations 

Fiscal Annual Percentage of Net 
Year OPEB Annual OPEB OPEB 

Ended Cost Cost Contributed Obligation 

12/31/2010 $ 82,874 129.6% $ 304,483 
12/31/2009 167,809 62.1 329,040 
12/31/2008 218,897 44.8 269,275 

Funded Status and Fundirig Progress - As of December 31. 2009. the most recent actuarial valuation date, the 
actuarial accrued liability for benefits was $533.4 million all of wrfiich was unfunded. The covered payrdi (annual 
payroll of active employees covered by the plan) was approximately $2,547.0 million and (he ratio of the unfunded 
actuarial accnjed liability to the covered payroll was 21 percent 

Actuarial valuations of an ongoing plan involve estimates ol the value of reported amounts and assumptkans c/bou\ the 
probability of o<x:urrence ol events far into the future. Examples include assumptions about future employment, 
mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the plan and the annual 
required contributions of the employer cû e subject to continual revisions as the results are compared with past 
expectations and new estimates are made about the future. The schedule of funding progress, presents, as required, 
supplementary information following the notes to the financial statements (dollars in thousands, unaudited). 

Actuarial 
Valuatwn 

Date 

12/31/2009 

Actuarial 
Value of 
Assets 

Actuarial 
Accrued 

Liabnity (AAL) 

Unfunded 
Actuarial 

Accrued Liat)irity Funded 
(UAAL) Ratio 

Covered 
Payroll 

$ 2.546,961 

Actuarial Method and Assumptions - Projections of benefits for financial reporting purposes are based on the 
substantive plan (the plan understood by the employer and plan members) and included Ihe types of benefits 
provided at the time of each valuation and the historical pattem of sharing of benefit costs between the employer and 
plan members to that point. The actuarial method and assumptions used include techniques that are designed to 
reduce the effects of short term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent 
with the long teim perspective of the calculations. 

For Ihe Settlement Plan benefits (not provided by the Pension Funds) in the actuarial \raluation for the fiscal year 
ended December 31, 2010. the fwojected unit credit actuarial cost method was used. The actuarial assumptions 
included an annual healthcare cost trend rate of 12 percent initially, reduced by decrements to an ultimate rate o< 10.5 
percent. Both rates included a 3 percenl inflatwn assumption. The plan has not accumulated assets and does not 
hold assets In a segregated trust However, the funds expected to be used to pay benefits are assumed to be 
invested for durations which will yield an annual return rate of 3.0 percent The Unfunded Accrued /teluarial Liability 
is being amortized as a level dollar amount over 3 years. 
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NOTES TO BASIC FINANCIAL STATEMENTS 
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Summary of Assumptions and Methods 

Settlement 
Health Plan 

Actuarial Valuation Date December 31, 2009 

Actuarial Cost Method Projected Unit Credit 

AmortizaticHi MetfKid Level Dollar. Closed 

Remaining Amortization Period 3 years 

Asset Valuation Method Market Value 

Actuarial Assumptions: 
Investment Rate of Retum 3.00% 
Projected Salary Increases 2.50% 
Healtficare Inflation Rale 12% initial to 10.5% ultimate 

13) Risk Management 

The City is exposed to varraus risks of loss related to torts; tfteft ot damage to and destruction of assets; errors and 
omissions; certain benefits for and injuries to employees eind natural disasters. The City provides worker's 
compensation benefits and employee health benefits under self-insurance programs except for insurance polkaes 
maintained for certain Enterprise Fund activities. The City uses various risk management techniques to finance these 
risks by retaining, transferring and controlling risks depending on the risk exposure. 

Risks for O'Hare. Midway, and certain other major properties, along with various special events, losses from certain 
criminal acts committed by employees and public official twnds are transferred to commercial insurers. Clsums have 
not exceeded the purchased insurance coverage in the past three years, accordingly, no liability is reported for these 
claims. All other ri^s are retained by the City and are self-insured. The City pays claim settlements and judgments 
from the self-insured programs. Uninsured claim expenditures and liabilities are reported when it is prot^ble that a 
loss has occurred and the amount of that loss can be reasonably estimated. These losses include an estimate of 
claims that have been incurred but not reported. The General Fund is primarily used to record all non-Enterprise 
Fund claims. The estimated portion of non-Enterprise Fund claims not yet settled has been recorded in the 
Govemmental /Activities in the Statement of Net Assets as claims payable along with amounts related to deferred 
compensatory time and eslimated liabilities for questioned costs. As of December 31. 2010, the total amount of non-
Enterprise Fund claims was $498.5 million. This liability is the C i l / s best estimate based on available infonnation. 
Changes in the reported liability for all funds are as follows (dollars In thousands): 

2010 2009 

Balance. January 1 $ 513.333 $ 497,527 

Claims incurred on current and 
prior year events 632,765 605,506 

Claims paid on current and 
prior year events, (590.813) (589.700) 

Balance, December 31 $ 555,285 $513,333 
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14) Commitments and Contingencies 

The City is a defendant in various pending and threatened individual and class action litigation relating principally to 
claims arising from contracts, personal injury, property damage, police conduct, alleged discrimination, civil rights 
actions and other matters. City management believes that the ultimate resolution of these matters will not have a 
material adverse effect on the financial position of the City. 

The City participates in a number of federal-and state-assisted grant programs. These grants are subject to audits by 
or on behalf of the grantors to assure compliance with grant provisions. Based upon past experience and 
management's judgment, the City has made provisions in the General Fund for questioned costs and other amounts 
eslimated to be disallowed. City management expects such provision to be adequate to cover actual amounts 
disallowed, if any. 

As of December 31, 2010, the Enterprise Funds have entered into contracts for approximately $414.1 million for 
construction projects. 

The City's pollution remediation obligation of $14.3 million Is primarily related to BrownfiekJ redevelopment projects. 
These projects include removal of underground storage tanks, cleanup of contaminated soil, and removal of other 
environmental pollution identified al the individual sites. The estimated liability is calculated using the expected cash 
flow technique. The pollution remediation obligatkjn is an estimate and subject to changes resulting from price 
increases or reductions, technology, or changes in applicable laws or regulatksns. 

15) Service Concession Agreements 

The major fund entitled Sen/ice Concession Agreements is used lor the primary purpose of accounting for the 
deferred inflows associated with governmental fund long-term lease and concession transaclions. Defen-ed inflows 
are amortized over the life of the related lease and concession agreements. Proceeds from these transactions may 
be transferred from this lund in accordance with ordinances approved by city council that define the use of proceeds. 

In February 2009. the City completed a $1.15 billion concession agreement to allow a private operator to manage and 
collect revenues from the City's metered parking system for 75 years. The City received an upfront payment of $1.15 
billion which was recognized as a deferred inflow that will be amortized and recognized as revenue over the term of 
the agreement In 2009, the City recognized $15.3 million of revenue and will continue to recognize $15.3 million for 
each subsequent year through 2083. 

In December 2006. the City completed a bng-term concession and lease of the City's downtown underground public 
parking system. The concession granted a private company the right to operate the garages and collect parking and 
related revenues for the 99-y6arterm of the operating lease. The City received an upfront payment of $563.0 million 
of which $347.8 million was simultaneously used to purchase three of the underground garages from the Chicago 
Park District. The City recognized a deferred inflow that will be amortized and recognized as revenue over the term of 
the lease. In 2007, the City recognized $5.7 million of revenue and will continue to recognize $5.7 million for each 
subsequent year through 2105. 

In January 2005. the City completed a long-term concession and lease of the Skyway. The concession granted a 
private company the right to operate the Skyway and to collect toll revenue from the Skyway for the 99-year term of 
the operating lease. The City received an upfront payment of $1.83 billion; a portkm of the payment ($446.3 million) 
advance refunded all ol the outstanding Skyway bonds. The City recognized a deferred inflow of $1.83 billion that will 
be amortized and recognized as revenue over the 99-year term of the operating lease. In 2005, the City recognized 
$18.5 million of revenue related to this transaction and will recognize $18.5 million for each subsequent year through 
2103. Skyway land, bridges, other facilities and equipment continue to be reported on the Staiement of Net /Assets 
and will be depreciated, as applicable, over their useful lives. The deferred inflow of the Skyway is reported in the 
Proprietary Funds Statement of Net Assets. 
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16) Subsequent Events 

In January 2011, the City sold General Obligation Taxable Project Bonds Series 2010C-1 ($299.3 million). The bonds 
were Issued at an interest rate of 7.781 percent and mature January 1, 2035. Proceeds will be used to pay for a 
portion of the costs of various capital projects of the City. 

In January 2011. Fitch Ratings downgraded the Chicago O'Hare Intemational Airport's Passenger Facility Revenue 
Bonds from "A" to "A-" and the General Airport Third Lien Revenue Bonds from ''A+" to "A-." In April 2011, Rtch 
Ratings upgraded the Chicago O'Hare Intemational /Airport's Passenger Facility Revenue Bonds from "A-" to "A" 

The City reached a new collective bargaining agreement with Chicago Fire Fighters Union Local No. 2, effective 
March 9, 2011. with a stated term of July 1, 2007 through June 30, 2012. This agreement covers approximately 
4,900 firefighters and paramedics in the Chrcago Fire Department The City paid $86.3 million in retroactive wages in 
April 2011. 

In April 2011, $86.3 million of General Obligation Commercial Paper Notes. Series 2002B were issued. Proceeds will 
be used for operations as identified in the 2011 /Annual Appropriation Ordinance. 

In April 2011, the City sold Chicago O'Hare International Airport General Airport Third Lien Revenue (Non-AMT) 
Bonds Series 2011 A, General Airport Third Lien Revenue (Non-/AMT) Bonds Series 20118 and General Airport Third 
Uen Revenue (Non-AMT) Bonds Series 2011C ($1.0 billion). The bonds were Issued at interest rates ranging from 
3.0 percent to 6.5 percent and maturity dates from January 1, 2014 to January 1. 2041. Proceeds will be used to pay 
a portion of the costs of certain projects at Chicago O'Hare International Airport including the O'Hare Modernization 
Program. 

In /April 2011. the City sold Chicago O'Hare International Airport Passenger Facility Charge Revenue Refunding (Non-
AMT) Bonds Series 2011A and Passenger Facility Charge Revenue Refunding (AMT) Series 201 IB Bonds ($46.0 
million). The bonds were issued at interest rates ranging from 5.0 percent to 6.0 perrant and maturity dates from 
January 1. 2017 to January 1,2033. Proceeds will be used to pay a portion of the costs of certain projects at Chicago 
O'Hare Intemational Airport including the O'Hare Modernization Program and to refund certain outstanding 
Passenger Facility Charge Revenue bonds. 

In April 2011, the City novated its $60.9 million notional Eimount swap associated with the Mklway Airport Series 
2004C&D variable rate bonds with J.P. Morgan to Wells F£irgo Bank, N.A The fixed rate the City pays increased 
from 4.174 percent to 4.247 percent, and the City will sign a one-way Credit Support Agreement (CSA) that no tonger 
requires the City to post collateral If the mark-to-mari(et exceeds the threshold, as previously defined In the J.P. 
Morgan agreement A Goldman Sachs swap covers the remaining balance of the bonds, with a current notional 
amount of $91.3 million, which does not have a two-way CSA and remains unchanged. 

In May 2011, the City entered into a two-way Credit Support Agreement (CSA) with J.P. Morgan in connection with 
the $397.7 million original notional amount swaption associated with the Midway Airport Series 1998 A,B&C fixed rate 
bonds. The CSA was required because a termination event was triggered due to the insurer's ratings downgrade. 
Based on the current second lien ratings at Midway Airport (A3/A-/A- by Moody's, S&P and Fitch respectively), if the 
mari(-to-market on the swap is against the City by more than $25 million, the City/Airport must post collateral for the 
difference. To mitigate the risk of posting collateral, the City obtained a $25 million Letter of Credit (LOC) as 
collateral. The LOC is not expected to be drawn upon as long as there is no event of default by the bank or ttie City. 
Based on the current second lien ratings at Midway Airport, if the mark-to-m£u1(et on the swaption is against the City 
by mcH^ than the combined $25 million threshold provided In the CSA and the $25 million LOC, for a total of $50 
million, the City must post collateral for the difference. 

In June 2011. $221.5 million of the General C^ligatlon Bonds Series 2005D bonds became bank bonds due to the 
deterioration of the liquidity support provider's credit quality. The remarketing agent continues to use best efforts to 
remarket the bonds out of bank mode. There is no principal due on the bank bonds within the next fiscal year. 
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REQUIRED SUPPLEMENTARY INFORMATION 
CITY OF CHICAGO, ILLINOIS 
SCHEDULE OF OTHER POSTEMPLOYMENT BENEFITS FUNDING PROGRESS 
Last Three Years (dollars are In thousands) 

Actuarial Actuarial 
Valuation Value 

Date of Assets 

LaL_ 

Municipal 
Emptoyees' 
2008 12/31/2008 $ 
2009 12/31/2009 
2010 12/31/2010 

Laborers' 
2008 12/31/2008 
2009 12/31/2009 
2010 12/31/2010 

Policemen's 
2008 12/31/2008 
2009 12/31/2009 
2010 12/31/2010 

Firemen's 
2008 12/31^008 
2009 12/31/2009 
2010 12/31/2010 

City of Chicago 
2007 12/31/2007 
2008 12/31/2008 
2009 12/31/2009 

Actuarial 
Accrued 

Uability (AAL) 
Entry Age 

222.691 
224.173 
223.564 

42.064 
41.738 
41.361 

169,972 
164.800 
164.796 

47.309 
47,933 
48,222 

1,062,864 
787,395 
533,387 

Unfunded 
Actuarial 
Accrued 
Liability 
(UAAL) 
(b-a) 

222,691 
224173 
223,564 

42,064 
41.738 
41.361 

169,972 
164,800 
164,796 

47.309 
47,933 
48,222 

1,062.864 
787.395 
533.387 

Funded 
Ratio 

Covered 
Payroll 

( c ) 

% $ 1.543.977 
1.551,973 
1.541,388 

216.744 
208,626 
199.863 

1.023.581 
1.011,205 
1.048.084 

396,182 
400,912 
400,404 

2.562.007 
2,475,107 
2.546,961 

Unfunded 
(Surplus) 
AAL as a 

Percentage 
of Covered 

Payroll 

U.42 
14.44 
U.50 

19.41 
20.01 
20.69 

16.61 
16.30 
15.72 

11.94 
11.96 
12.04 

41.49 
31.81 
20.94 

% 
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ECONOMIC, DEMOGRAPHIC AND SUPPLEMENTAL INFORMATION 

Set forth below is certain economic, demographic and .supplemental information regarding the 
City. Sources of information are indicated immediately following each table or section. With respect to 
non-Cify sources, the City considers these sources to be reliable but has made no independent 
verification of the information provided and does not warrant its accuracy. 

Economic Highlights 

• l-loine 10 more than 400 corporaic headquarters, numerous Forttinc 500 companies, well o\cr 
1,500 foreign-based companies and more than $40 billion in foreign direct investment* 

• Chicago O'Hare International Airport is the world's third busiest airport with 54 intemational 
and 148 domestic destinations 

• Only U.S. cily where the six largest freight railroad companies mterchange traffic 

• Manufacniring base employs over 400,000 workers* 
• Health care and life science businesses employ over 500,000 residents* 

• Home to 17% of the world's trading activity for futures, options and derivatives 
• #6 on Global Cities Index based on business activity, human capital, information exchange, 

cultural experience and political engagement* 

• Home to more than 60 public and private post-secondary educational institutions with a 
combined enrollment of more than 260,000 students* 

• Over 30,000 hotel rooms 
• Home to over 35 museums and 200 theater companies* 

• Infonnation relates to Chicago-Naperville, Illinois Metropolitan Statistical Area. 

Source^ Chicago Business Ovo-view, World Business Chicago. 

Population 

The population of the City for the census years from 1980 to 2010 is set forth below. 

Year Fopularion 

1980 3.005,072 
1990 2,783,726 
2000 2,896,016 
2010 2.695,598 

Source: U.S, Census Bureau. 
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Per Capita Income 

The per capita personal income of the Chicago-Naperville, Illinois metropolitan statistical area is 
set forth below for the years 2005 through 2009. 

Per Capita 
Year Income 

2005 $38,439 
2006 41,887 
2007 43,714 
2008 45.328 
2009 43,727 
2010 N/A 

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Per Capita 
Personal Income for Chicago-Naperville, Illmois Metropolitan Statistical Area 
N/A means not available at time of publication. 

Unemployment 

The unemployment rate of the Chicago-Naperville, Illinois metropolitan statistical area for the 
years 2006 through 2010 is set forth below. 

llnemplnyment 
Year Rate 

2006 5.2% 
2007 5.7 
2008 6.4 
2009 10.0 
2010 10.1 

Source: U.S. Department of Commerce, Unemployment rate of Chicago-Naperville, 
Illinois Metropolitan Statistical Area. 

FuU-Time City Employees 

The number of ftill-time employees of the City for the years 2006 through 2010 is included in the 
followmg table. 

Budgeted FuU-
Time Equivalent 

Year Positions 

2006 40,297 
2007 40,207 
2008 39,921 
2009 37,419 
2010 36,889 

Source: City of Chicago 2011 Program and Budget Summary, 2010 figures. Includes full-
time equivalent positions in grant-related programs. 
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Principal Employers (Non-Government) 

The companies employing the greatest number of workers m the City as of the end of 2010 are set 
forth below. 

l ' [ l l [ l l | ] > LT 

]. P. Morgan Chase 
United Airlines 
Northern Trust 
Jewel Food Stores, Inc 
Bank of America 
Walgrcen's Co 
Accenture LLP 
CVS Corporation 
A B M Janitorial Midwest, INC. 
American Airlines 

Percentage 
of 

Number of Tola! City 
Emplojccs Empio} mont 

8,094 0.81% 
5,585 0.58 
5,434 0.56 
5,307 0.52 
4,668 0.44 
4,552 0.33 
4,224 0.32 
4,067 0 30 
3,840 0.30 
3,153 0.27 

Source: City of Chicago, Department of Revenue, Employer's Expense Tax Retums 

[ R E M A F N D E R OF P A G E I N T E N T I O N A L L Y L E F T B L A N K ] 
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2012 Budget Proposal 

The following structural and special actions are included in Mayor Rahm Emanuel's proposed 
City budget for 2012 as measures intending to address the projected City budget deficit of $635.7 million 
for 2012. Any such actions remain subject to approval of the City Council and no assurances can be 
given or made that any or ail such actions wil l be approved or, i f approved, will generate the impact on 
the projected City budget gap for 2012 as set forth in the table below. 

2012 Impact 
Proposed Budgetary Action (S millions) 

Cutting Spending and Reforming Government 417.4 

2011-12 refonns and department spending reductions 

517 layoffs and 2,159 vacancy reductions 

Collecting debt and protecting taxpayer resources 

City employee wellness initiative 

TIF reform 

Reforming fee waivers and refiise rebates 

Reimbursement for City Costs 32.5 

CPS reimbursement for pension costs paid by the City 

Revenue Enhancements to Invest in Infrastructure and Neighborhoods 78.8 

.Congestion premium for CTA improvements 

Heavy vehicle sticker increase in street repair 

Hotel tax increase 

Fines for criminal activity and neighborhood safety violations 

Valet and loading zone fee adjustments 

Financing and Innovations 88.0 

Refinancing existing debt and bond reimbursements 

Municipal marketing and sponsorship 

Modest Growth in 2011-12 Revenue 39.0 

Subtotal 655.7 

Deposit into Reserve Fund (20.0) 

T . 1 635.7 
Total — 

Source: City of Chicago Budget 2012 Overview which is available at www.chicagobudeet.org. 
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RETIREMENT FUNDS 
General 

The City provides funding for four retirement funds, which provide benefits upon retirement, 
death or disability to employees and beneficiaries. Such retirement funds are, in order from largest to 
smallest membership: (i) the Municipal Employees' Annuity and Benefit Fund of Chicago ("MEABF"); 
(ii) the Policemen's Annuity and Benefit Fund of Chicago ("PABF"); (iii) the Firemen's Annuity and 
Benefit Fund of Chicago ("FABF"); and (iv) the Laborers' and Retirement Board Employees' Annuity 
and Benefit Fund of Chicago ("LABF" and, together with MEABF. PABF and FABF, the "Retirement 
Funds"). 

The unfiinded liability lo the Retirement Funds poses significant financial challenges. The 
unfunded liability has consistently increased in recent years, and actuaries for MEABF and LABF 
indicate that the unfianded liability of those Retirement Funds will continue to increase for the foreseeable 
fliture. See "Funded Status of the Retirement Funds" and "Projection of Funded Status" herein. 
Furthermore, although the actuaries for PABF and FABF project that the unfunded liabilities of those 
Retirement Funds will decrease in the future, such a decrease will result from significandy increased 
contributions to those Retirement Funds as a result of the enactment of P.A. 96-1495, which is described 
and defined herein. As described herein, the benefits provided to members of the Retirement Funds and 
the City's contributions to the Retirement Funds are govemed by the provisions of the Pension Code (as 
defined below). See "—Detennination of City's Contributions" herein. 

The Retirement Funds are established, administered and financed under the Illinois Pension Code 
(the "Pension Code"), as separate bodies politic and corporate and for the benefit of the employees of the 
City and their beneficiaries. The requirements of the Pension Code may be amended by legislation 
enacted by the State. This Appendix of the Official Statement describes, in part, the current provisions of 
the Pension Code applicable to the City's fiinding of the Retirement Funds; no assurance can be made that 
the Pension Code will not be amended in the future. 

For purposes of this Appendix, references to "employee" or "member" arc references lo the 
employees of the City, the employees of the Retirement Funds participating in the Reliremenl Funds, and 
with regard to MEABF, certain employees and aimuitants of the Chicago Public Schools who are 
members of MEABF as described below. 

The Redrement Funds' sources of fiinding come from the City's contributions, the employees' 
contributions and investment income on the Retirement Funds' assets. The City's contributions and the 
employees' contributions are based upon what is established under the Pension Code and are not based on 
the acmarialty recommended levels. Certain aspects of the Retirement Funds, including the defined 
benefits and the City's contribution and employees' contribution levels, are established in the Pension 
Code and may be amended or terminated only by an amendment to the Pension Code. There is no 
mechanism in the Pension Code by which the fiinding can self-adjust, because contributions are not 
affected by a change in benefits, assets or investments, but only by a change in current payroll, as 
described in "— Determination of City's Contributions" below. The manner in which the City 
contributes to FABF and PABF will change significantly starting with the levy made by the City in 2015 
(and collectible in 2016) due to a recent legislative change to the Pension Code, as described in '*— 
Determination of City's Contributions" and "— Recent Legislative Changes — P.A. 96-1495" below. 

Source Information 

The information contained in this Appendix of the Official Statement relies on information 
produced by the Retirement Funds, their independent accountants and their independent actuaries (the 
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"Source Information"). Neither the City nor the City's independent auditors have independently verified 
the Source Information and make no representations nor express any opinion as to the accuracy of tlie 
Source Information. 

Furthermore, where the tables in this Appendix of the Official Statement present aggregate 
information regarding the Retirement Funds, such combined information results solely from the 
arithmetic calculation of numbers presented in the Source Information and may not conform to the 
requirements for the presentation of such information by the Govemmental Accounting Standards Board 
("GASB") or the Pension Code. 

The comprehensive annual financial reports of the Retirement Funds for the fiscal years ending 
December 31, 2001 through December 31, 2010 (each, a "CAFR" and together, the "CAFRs"), and the 
actuarial valuations of the Retirement Funds as of December 31 of the years 2001 through 2010 (each, an 
"Actuarial Valuation" and together, the "Actuarial Valuations"), may be obtained by contacting the 
Retirement Funds. Certain of these reports are also available on the Retirement Funds' websites 
(www.meabf org; www.chipabf org; www.labfchicago.org; and www.fabf org); provided, however, that 
the content of these reports and of the Retirement Funds' websites are not incorporated herein by such 
reference. 

Background Information Regarding the Retirement Funds 

General 

Each of the Retirement Funds is a single-employer, defined-benefit public employee retirement 
system. "Single-employer" refers to the fact that there is a single plan sponsor, in this case, the City. 
"Defmed-benefit" refers to the fact that the Retirement Funds pay a periodic benefit to retired employees 
and survivors in a fixed amount determined at the time of retirement. The amount of the periodic benefit 
is generally determined on the basis of service credits and salary. Eligible employees receive the defined 
benefit on a periodic basis for life, along with certain benefits to spouses and children that survive the 
death of the employee. 

To fund the benefits to be paid by a defined-benefit pension plan, both employees and employers 
make contributions to the plan. Generally in a defined-benefit pension plan, employees contribute a fixed 
percentage of their annual salary and employers contribute the additional amounts required (which 
amounts may be determined pursuant to statute, as in the case of the City), when combined with the 
investment eamings on plan assets, to pay the benefits under the pension plan. See "Table 1 -
Membership," "— Determination of Employee Contributions" and "— Determination of City's 
Contributions" below. 

Section 5 of Article XIII of the Illinois Constitution provides that "[mjembership in any pension 
retirement system of the State, any unit of local government or school district, or any agency or 
instrumentality thereof, shall be an enforceable contractual relationship, the benefits of which shall not be 
diminished or impaired." The benefits available under the Retirement Funds accme throughout the time a 
member is employed by the City. Although the benefits accme during employment, certain age and 
service requirements must be achieved by an employee to generate a retirement or survivor's periodic 
defmed benefit payment upon retirement or termination from the City. The Retirement Funds also 
provide certain disability benefits to eligible members. 
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The Retirement Funds 

Municipal Employees' Annuity and Benefit Fund of Chicago. MEABF is established by and 
administered under Article 8 of the Pension Code. MEABF is a single-employer, public employee 
defined-benefit pension plan. MEABF provides age and service retirement benefits, survivor benefits and 
disability benefits to all eligible members. MEABF is administered under the direction of a fivc-mcmber 
board of tmstees (the "MEABF Board") that is responsible for its oversight management and 
administration and thai has fiduciary duties to act solely in the best interest of MEABF's members 

As of Dcccnibci 3 1, 2010. MEABF had a total mcnibcr.ship of 67,552. consisting of 30.726 active 
members, 13,866 inaclivc members entitled lo benefits but not yei receiving ihcm, and 22,960 rciirccs and 
beneficianes currently receiving benefits. In addition to City employees, MEABF's membership includes 
non-instmctional employees of the Chicago Public Schools ("CPS Employees"). With respect to 
MEABF, the terms "employee" and "member" include the CPS Employees. The CPS Employees 
account for almost half of MEABF's membership. 

Policemen's Annuity and Benefit Fund of Chicago. PABF is established by and administered 
under Article 5 of the Pension Code. PABF is a single-employer, public employee defined-benefit 
pension plan. PABF provides retirement and disability benefits to the police officers of the Cily, their 
surviving spouses and their children. PABF is administered by an eight-member board of tmstees (the 
"PABF Board"). Members of the PABF Board are fiduciaries with respect to the PABF and are charged 
with administering the PABF under the Pension Code-

As of December 31, 2010, PABF had a total membership of 25,737, consisting of 12,737 active 
members, 620 inactive members entitled lo benefits but not yet receiving them, and 12,380 retirees and 
beneficiaries currently receiving benefits. 

Firemen's Annuity and Benefit Fund of Chicago. FABF is established by and admmistered under 
Article 6 of the Pension Code. FABF is a single-employer, public employee defined-benefit pension 
plan. FABF provides retirement and disability benefits to fire service employees and their dependents. 
FABF is govemed by an eight-member board of tmstees (the "FABF Board") whose members are 
fiduciaries with respect to FABF and who arc statutorily mandated to discharge their duties solely in the 
interest of FABF's participants and beneficiaries. 

As of December 31, 2010, FABF had a total membership of 9,518, consisting of 5,052 acfive 
members, 57 inactive members entitled to benefits but not yet receiving them, and 4,409 retirees and 
beneficiaries currently receiving benefits. 

Laborers' and Retirement Board Employees' Annuity and Benefit Fund of Chicago. LABF is 
established by and administered under Article 11 of the Pension Code. LABF is a single-employer, 
public employee defined-benefit pension plan that provides retnement and disability benefits for 
employees of the City who are employed in a title recognized by the City as labor service and for the 
dependents of such employees. LABF is governed by an eight-member board of tmstees (the "LABF 
Board" and, together with the MEABF Board, the PABF Board and the FABF Board, the "Retirement 
Fund Boards"). The members of this board of trustees are fiduciaries with respect to LABF and are 
statutorily mandated to discharge their duties, as such, solely in the interest of LABF's participants and 
beneficiaries. 

As of December 31, 2010, LABF had a total membership of 8,398, consisting of 2,956 active 
members, 1,446 inactive members entitled to benefits but not yet receiving them, and 3,996 retirees and 
beneficiaries currently receiving benefits. 
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As of December 31, 2010, the membership in each of the Retirement Funds was as follows; 

TABLE 1 - MEMBERSHIP 

Retirement 
Fund 

Active 
Members 

Inactive/ 
Entitled to 
Benefits 

Retirees and 
Beneficiaries Totals 

MEABF 
PABF 
FABF 
LABF 
Total 

30,726 
12,737 
5,052 
2.956 

51,471 

13,866 
620 
57 

1,446 
15,989 

22,960 
12,380 
4,409 
3.996 

43,745 

67,552 
25,737 
9,518 
8.398 

111,205 

Source. Actuarial Valuations of Ihc Reliremenl Funds as of December 31,2010, and CAFRs of the Retirement Funds for the fiscal year ending 
December 31,2010. 

Certain Duties 

Each Retirement Fund Board is a fiduciary of its respective Retirement Fund and is authorized to 
perform all flinctions necessary for operation of the Retirement Funds. The Pension Code authorizes each 
Retirement Fund Board to make certain autonomous decisions, including decisions regarding the 
investment of funds, the management of assets, the disbursement of benefits, and the hiring of staff, 
financial advisors and asset managers. 

Each Retirement Fund Board, similar to other public bodies, is authorized to promulgate mles and 
procedures regarding their administration of benefits and other matters in accordance with the Illinois 
Administrative Procedure Act, and their decisions in awarding, limiting, or denying benefits are subject to 
the Illinois Administrative Procedure Act. Certain aspects of the Retirement Funds, however, including 
the defined benefits and the employer and employee contribution levels, are established in the Pension 
Code and may be amended or terminated only by an amendment to the Pension Code. 

The Pension Code provides that the expenses incurred in connection with the administration of 
the Retirement Funds are not constmed to be debt imposed upon the City. Such expendimres and 
expenses are the obligation of the Retirement Funds exclusively, as separate bodies politic and corporate. 

Investments 

Each Retirement Fund Board manages the investments of its respective Retirement Fund. State 
law regulates the types of investments in which the Retirement Funds' assets may be invested. 
Furthermore, the Retirement Fund Boards invest the Retirement Funds' assets in accordance with the 
pmdent person mle, which requires members of the Retirement Fund Boards, who are fiduciaries of the 
Retirement Funds, to discharge their duties with the care, pmdence and diligence that a pmdent person 
acting in a like capacity and familiar with such matters would use in a similar situation. 

In carrymg out their investment duty, the Retirement Fund Boards may appoint and review 
investment managers as fiduciaries to manage the investment assets of the Retirement Funds. Such 
investment managers are granted discretionary authority to manage the Retirement Funds' assets. 
Additional information regarding the Retirement Funds' investments and investment management may be 
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found on the Retirement Funds' websites; provided, however, the content of such websites is not 
incorporated into this Official Statement by such reference. 

Table 2 provides information on the investment returns experienced by each of the Retirement 
Funds for the penod 2001 through 2010. 

TABLE 2 - INVESTMENT RATES OF RETURN, 2001-20I0''' 

. M E A B F F A B F L A B F P A B F 

2001 (2.3)% (6.1)%. (0.6)% (4.4)% 

2002 (9.3)% (13.3)% (7.5)% (9.6)% 

2003 19.9% 28.3% 17.5% 21.0% 

2004 10.6% 12.8%, 11.5% 10.8% 

2005 6.9% 9.5% 7 8% 7.3% 

2006 13.0% 14.0% 11.2% 12.1% 

2007 7.6% 11.0% 8.0% 8.8% 

2008 (28.4)% (33,8)% (29.2)% (27.8)% 

2009 19.7% 27.8% 21.5% 21.5% 

2010 14.0% 17.7% 15.5% 12.7% 

S-Yr. Avg. Return 3.5% 3.6% 3.6% 3.8% 

10-Yr Avg. Retum 4.1% 4.4% 4.5% 4.1% 

Assumed Ralc* '̂ 8.0% 8.0% 8.0% 8.0% 

Source. For FABF, the Actuarial Valuation of the FABF as of December 31 of the years 2001-2010, and for MEABF, LABF and PABF, the 
CAFRs of the respective Reliremenl Fund for the fiscal years ending December 31, 2001-2010 

(1) Investment retums are reported net of investment fees and are rounded. 

(2) As of December3l, 2010, each of ihe Retirement Funds assumed an 8,0% reium for actuanal purposes 

Oversight 

The State, through the Public Pension Division (the "Public Pension Division") within its 
Department of Insurance, oversees public pension funds. The Public Pension Division is required to 
make periodic examinations and investigations of all pension fiinds established under the Pension Code. 
In lieu of making an examination and investigation, the Public Pension Division may accept and rely 
upon a report of audit or examination of any pension fund made by an independent certified public 
accountant. The Retirement Funds are required to provide the Public Pension Division with a statement 
including specific information set forth in the Pension Code. The annual statement must also specify the 
actuarial and interest tables used in the operation of the pension fund. In addition, as part of this actuarial 
statement, the Retirement Funds must mciude a complete acmariai statement prepared by an enrolled 
actuary, which consists of an actuarial valuation. 

The Illmois Attorney General and annuitants may bring a civil action to obtain relief for 
violafions of a fiduciary duty to the Retirement Funds or any act or practice which violates any provision 
of the Pension Code. 
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Determination of Employee Contributions 

City employees are required to contribute as set forth in the Pension Code. 

Members of MEABF contribute 8.5% of their salary to MEABF (consistmg of a 6.5% 
contribution for employee benefits, a 1.5% contribution for spouse benefits, and a 0.5% contribution for 
an annuity increase benefit). If an employee leaves without qualifying for an annuity, accumulated 
contributions are refunded with interest. 

Members of PABF contribute 9.0% of their salary to PABF (consisting of a 7.0% contribufion for 
employee benefits, a 1.5% contribution for spouse benefits and a 0.5% contribution for an annuity 
increase benefit). If an employee leaves without qualifying for an annuity, accumulated contributions are 
refiinded with interest. 

Members of FABF contribute 9.125% of their salary to FABF (consisting of a 7.125% 
contribution for employee benefits, a 1.5% contribution for spouse benefits, a 0.375% contribution for an 
annuity increase benefit and a 0.125% contribution for disability benefits). If an employee leaves without 
qualifying for an annuity, accumulated contributions are refunded with interest. 

Members of LABF contribute 8.5% of their salary to LABF (consisting of a 6.5% contribution for 
employee benefits, a 1.5% contribution for spouse benefits, and a 0.5% contribution for an annuity 
increase benefit). If an employee leaves without qualifying for an annuity, accumulated contributions are 
refunded with interest. 

Determination of City's Contributions 

Under the Pension Code, the City's contributions to fiind the Retirement Funds are determined 
pursuant to a statutory formula on an annual basis. The Pension Code provides that the City's 
contributions to the Retirement Funds are to be made from the proceeds of an annual levy of property 
taxes for each of the Retirement Funds (collectively, the "Pension Levy") by the City for such purpose. 
The Pension Levy is levied solely for the purpose of contributing to the Retirement Funds, and such levy 
is exclusive of and in addition to the amount of tax which the City may levy for other purposes. The 
amount of the Pension Levy may not exceed the product of a multiplier established in the Pension Code 
for each Retirement Fund (tlie "Multiplier") and the amount eoiitiibuted by the City's eiiipluyees Iwo 
years prior to the year in which the tax is levied (the "Contribution Limitation"). For levy year 2010, the 
multiplier for each Retirement Fund was as follows: 1.25 for MEABF; 2.00 for PABF; 2.26 for FABF; 
and 1.00 for LABF. The City's contributions are made as governed by the Pension Code and have no 
coiTclation to the Actuarially Required Contribution (as hereinafter defined). See "— The Actuarial 
Valuation—City's Contribution Not Related to GASB Standards." 

The Pension Code provides that the Retirement Fund Boards must annually certify to the City 
Council a determination of the required City contribution to the Retirement Funds. In making its request 
for the City's annual contribution, each Retirement Fund, acting through its Retirement Fund Board, 
annually approves and then submits a resolution to the City Council requesting that the City Coimcil 
adopt a particular tax levy rate. 

In lieu of levying all or a portion of the property taxes for the statutorily required City 
contribution to the Retkement Funds, the City is permitted under the Pension Code to deposit with the 
City Treasurer other legally available funds to be used for the same purpose as the Pension Levy 
(collectively, the "Other Available Funds"). In recent years, the City has utilized these provisions and not 
levied the full amount of property taxes for the statutorily required City contribution to the Retirement 
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Funds by depositing with the City Treasurer certain amounts paid from the Stale to the City from the 
Personal Property Replacement Tax Fund ("PPRT") of the Stale pursuant to Section 12 of the Revenue 
Sharing Act of the State (the "Revenue Sharing Act"). The PPRT is not required to be used for this 
purpose but is generally available to the City for corporate purposes. Since 2002, the amount of PPRT 
contributed by the City to the Retirement Funds in the aggregate has averaged approximately $63.5 
million annually. In 2010, the amount of PPRT contributed to the Retirement Funds in the aggregate was 
approximately $103.7 million. The City may or may not continue to use PPRT for this purpose in the 
future. For purposes of this Appendix, references to "Pension Levy" may include the Other Available 
Funds of the City to be used for the same purposes of the Pension Levy which the City may contribute in 
hcu of liic required properly lax rcvciiucs. 

The City's contribulions lo the Retirement Funds are the amount required under the Pension Code 
and have not been in excess of that required amount. 

City's Contributions to PABF and FABF Beginning with the Levy made in 2015 

On December 30, 2010, Governor Quinn signed into law Public Act 096-1495 ("P.A. 96-1495") 
which, among other things, created a new method of determining the contribution to be made by the Cily 
to PABF and FABF (together, the "Police and Fire Funds"). P.A. 96-1495 requires that, beginning with 
the levy made in 2015 (and collectible in 2016), the Pension Levy for a given year will be equal to the 
amount necessary to achieve a Funded Ratio (as hereafter defined) of 90% in the Police and Fire Funds by 
the end of fiscal year 2040 (the "P.A. 96-1495 Funding Plan"). The Pension Levy will be calculated 
pursuant to the P.A. 96-1495 Funding Plan as the level percentage of payroll necessary to reach the 90% 
Funded Ratio target by 2040. In the County, properly taxes (including the Pension Levy) levied in one 
year become payable during the following year m two installments. As such, the Pension Levy for the 
Police and Fire Funds made in calendar year 2015 will be payable in calendar year 2016. 

P.A. 96-1495 does not affect the manner in which the City contributes to MEABF and LABF. 

Tbe Actuarial Valuation 

General 

In addition to the process outlined above, the Pension Code requires that the Retirement Funds 
annually submit to the City Council an annual report containing a detailed statement of the affairs of such 
Retirement Fund, its income and expenditures, and assets and liabilities, which consists of the Actuarial 
Valuation. The Acmariai Valuation measures the fmancial position and determines the Actuarially 
Required Contribution (as defined below) of such Retirement Fund for reporting purposes pursuant to 
GASB Statement No. 25 ("GASB 25"). 

A description of the statistics generated by the Retirement Funds' actuaries in the Actuarial 
Valuations follows in the next few paragraphs. This information was derived from the Source 
Information. 

GASB, which is part of a private non-profit corporation known as the Financial Accounting 
Foundation, promulgates standards regarding accounting and fmancial reporting for govemmental 
entities. These principles have no legal effect and do not impose any legal liability on the City. The 
references to GASB principles in this Appendix of the Official Statement do not suggest and should not 
be constmed to suggest otherwise. 
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Actuaries and tiie Actuarial Process 

in producing the Actuarial Valuations, the Retirement Funds' actuaries use demographic data 
(including employee age, salary and service credits), economic assumptions (including estimated salary 
and interest rates), and decrement assumptions (including employee turnover, mortality and retirement 
rates) to determine, as of the valuation date, the Normal Cost (as defined below), the Actuarial Accmed 
Liability (as defmed below), the Actuarial Value of Assets (as defined below), and the actuarial present 
values for the Retirement Fund. The Retirement Funds' actuaries use this data to determine the followmg 
fiscal year's Actuarially Required Contribufion. The Retirement Funds' Actuarial Valuations are publicly 
available and may be obtained from the Retirement Funds. Certain of these Actuarial Valuations are 
available on the Retirement Funds' websites; provided, however, that the content of these reports and of 
the Retirement Funds' websites is not incorporated herein by such reference. See "— Source 
Information" above. 

The primary purpose of the Acmariai Valuations is to determine the "Actuarially Required 

Contribution,"* which is the amount that GASB standards would calculate as the City's contribution to 
the Retirement Funds on an annual basis for financial reporting purposes, without consideration of the 
Pension Code, to satisfy its current and fliture obligations to pay benefits to eligible members of the 
Retirement Funds. The Actuarially Required Contribution consists of two components; (1) that portion 
of the present value of pension plan benefits which is allocated to the valuation year by the actuarial cost 
method (as described in "— Actuarial Methods — Actuarial Accmed Liability" below), termed the 
"Normal Cost"; and (2) an amortized portion of any U A A L (as hereinafter defined). GASB standards 
require disclosure of an Actuarially Required Contribution, which is a fmancial reporting requirement but 
not a funding requirement. 

As part of the Actuarial Valuation, the Refirement Funds' actuaries also calculate the Retirement 
Funds' "Actuarial Accmed Liability" and the "Actuarial Value of Assets." The Actuarial Accmed 
Liability is an estimate of the present value of the benefits each Retirement Fund must pay to current and 
retired employees as a result of their employment with the City and participation in such Retirement 
Fund. The Actuarial Accmed Liability is calculated by use of a variety of demographic and other data 
(sueh as employee age, salary and service credits) and various assumptions (such as estimated salary 
increases, interest rates, employee turnover, mortality and disability rates). The Aciuarial Value of Assets 
reflects the value of the mvestments and other assets held by each Retirement Fund. Various methods 
exist for calculating the Actuarial Value of Assets and the Acmariai Accmed Liability. For a discussion 
of the methods and assumptions used to calculate the Retirement Funds' Actuarial Accmed Liability and 
Acmariai Value of Assets, see "— Acmariai Methods" and Actuarial Assumptions" below. 

Any shortfall between the Actuarial Value of Assets and the Actuarial Accmed Liability is 
referred to as the "Unfunded Acmariai Accmed Liability" or " U A A L . " The UAAL represents the present 
value of benefits eamed to date that are not covered by plan assets. In addition, the actuary will compute 
the "Funded Ratio," which is equal to the ratio of the Actuarial Value of Assets to the Actuarial Accmed 
Liability, expressed as a percentage. The Funded Ratio and the UAAL provide one way of measurmg the 
financial health of a pension plan. 

GASB pronouncements refer to this concept as the Annual Required Contribution. For the convenience of the reader, this section of the 
Official Statement refers to the concept as the Actuanally Required Contnbution Io denote Ihe fact that the Actuarially Required 
Contnbution is the amount an actuary would calculate pursuant to GASB standards to be contributed in a given year, to differentiate it from 
the amount the City will be required to contribute under the Pension Code. 
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City's Contributions Not Related to GASB Standards 

The City's contributions to the ReUrement Funds do not relate to the manner of contributing to 
pension plans established by G A S B standards. The Retirement Funds' Acmarially Required Contribution 
is equal to its Normal Cost plus an amortization of the Retirement Funds' U A A L over a 30-year period. 
M E A B F , L A B F and F A B F amortize the U A A L on a level dollar basis, whereas P A B F amortizes the 
U A A L on a level percent of payroll basis. This method of calculating the Acmarially Required 
Contribution is acceptable under the standards promulgated by G A S B . However, the statutory stmcmre 
pursuant to which the City contributes lo ihc Retirement Funds does not conform to Ihe standards 
proniLilgaicd by GASB for rcportmu piirposcs. Sec ""Table 4 - informalion Kcgardmy City's 
Contribulions - Aggiegaied" below, 

Cily's Contributions to the Police and Fire Funds under P.A. 96-1495 will Not Relate lo 
GASB Standards 

As discussed above, beginning with the levy made in 2015 (and collectible in 2016), the Pension 
Levy for the Police and Fire Funds will be calculated pursuant to P.A. 96-1495. The provisions of the 
P.A. 96-1495 Funding Plan differ from G A S B standards regarding financial reportmg for defined-benefit 
pension plans in at least two respects. 

First, the goal of the P.A. 96-1495 Funding Plan is for the Police and Fire Funds to reach a 
Funded Ratio of 90% by 2040. The G A S B standards as currently in effect amortize the entire U A A L 
towards attainment of a 100% Funded Ratio over the time periods described below. 

Second, whereas G A S B pennits amortization of the U A A L over an open amortization period, the 
P.A. 96-1495 Funding Plan requires amortization of the U A A L over a closed period ending in 2040. A 
closed amortization period means that the U A A L is amortized over a fixed number of years such that the 
U A A L will decrease to a legally defined target (which, for the Police and Fire Funds, will be a 90% 
Funded Ratio by 2040 as provided in the P.A. 96-1495 Funding Plan) upon the passage of the amount of 
time established as the amortization period, provided required payments are made. For example, under 
the P.A. 96-1495 Funding Plan, the Pension Levy (applicable to the Police and Fire Funds) for fiscal year 
2015 will be calculated by using a 25-year amortization period, while the Pension Levy (applicable to the 
Police and Fire Funds) for fiscal year 2016 wil l be calculated using a 24-year amortization period. 
Conversely, an open amortization period has no term limit and is therefore recalculated over a new 30-
year period each time a valuation is performed in accordance with G A S B standards. Amortizing through 
use of a closed period will have the effect of decreasing the U A A L at a greater rate and will allow the 
City to reach its fiinding target by fiscal year 2040, provided that all required contributions are made. 

Actuarial Methods 

The Retirement Funds' acmaries employ a variety of acmariai methods to arrive at the Acmariai 
Value of Assets and the Actuarial Accmed Liability. 

Actuarial Value of Assets 

The Retirement Funds' Actuarial Value of Assets is calculated by smoothing investment gains 
and losses over a period of five years, a method of valuation referred to as the "Asset Smoothing 
Method." Under the Asset Smoothing Method, the Refirement Funds recognize in the current year 20% 
of the investment gain or loss realized in each of the previous four years. The Asset Smoothmg Method 
is an allowable method calculation according to G A S B . 
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The Asset Smoothing Method lessens the immediate impact of market fluctuations on the 
Actuarial Value of Assets, the U A A L and the Funded Ratio that may otherwise occur as a result of 
market volatility. However, asset smoothing delays recognition of gains and losses, thereby providing an 
Actuarial Value of Assets that does not reflect the tme value of pension plan assets at the time of 
measurement. As a result, presenting the Acmariai Value of Assets as determined under the Asset 
Smoothing Method might provide a more or less favorable presentation of the current financial position 
of a pension plan than would a method that recognizes investment gains and losses annually. Table 3 
provides a comparison of the assets of the Retirement Funds (as aggregated) on a fair value basis and after 
application of the Asset Smoothing Method. 

T A B L E 3 - ASSET SMOOTHED V A L U E OF ASSETS VS. FAIR V A L U E OF NET ASSETS*" -
AGGREGATED 

Fiscal Year 
Actuarial Value 

of Assets* '̂ 
Fair Value of Net 

Assets 

Actuarial Value as 
a Percentage of 

Fair Value 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

;i3,651,804 
13,453,303 
13,297,599 
13,108,645 
13,086,060 
13,435,692 
14,254,816 
13,797,344 
13,051,349 
12,449,863 

$12,193,357 
10,648,141 
12,277,994 
12,952,096 
13,245,445 
14,164,347 
14,595,514 
9,844,339 

10,876,846 
11,408,555 

111.96% 
126.34%, 
108.30% 
101.21%, 
98.80% 
94.86% 
97.67% 

140.16%, 
119.99% 
109.13%, 

Source: Actuarial Valuations of ihe Retirement Funds as of December 3!, 2010, and CAFRs of ihc Retirement Funds for the fiscal year ending 
December 31, 2010 

(1) in thousands of dollars. Data is presented in Ihe aggregate for the Retirement Funds. 

(2) The Actuarial Value of Assets is calculated through use of the Asset Smoothing Method. 

Actuarial Accrued Liability 

As the final step in the Acmariai Valuation, the actuary applies a cost method assigning portions 
of the total value of benefits to past, present and future periods of employee service. This allocation is 
accomplished by the development of Nomial Cost and the Actuarial Accmed Liability. The Retirement 
Funds use the entry age normal actuarial cost method (the "Entry Age Normal Method") with costs 
allocated on the basis of earnings. The Entry Age Normal Method is a GASB-approved actuarial cost 
method-

Under the Entry Age Nonnal Method, the present value of the projected pension of each member 
is assumed to be fiinded by annual installments equal to a level percent of the member's earnings for each 
year between entry age and assumed exit age. The Normal Cost for the member for the current year is 
equal to the portion of the value so determined, assigned to the current year. Therefore, the Normal Cost 
for the plan for the year is the sum of the normal costs of all active members. 
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P.A. 96-1495 requires that, beginning in 2015, the Police and Fire Funds calculate the Actuarial 
Accmed Liability pursuant lo the projected unit credit actuarial cost method (the "Projected Unit Credit 
Method"). Under the Projected Unit Credit Method, the Acmariai Accmed Liability equals the acmariai 
present value of that portion of a participant's projected benefit that is attributable to service to date on the 
basis of fiiture compensation projected to retirement. Under this method. Normal Cost represents the 
actuarial present value of the participant's projected benefit lhat is attributable lo service in the current 
year, again based on future compensation projected to retirement. 

Under either method, the Acmariai Accmed Liability is the portion of the present value of 
bcneliis assigned by the cost rncihocl lo ycai's of service up lo the \'a!u;iitoii dale oi, in oilici words, for 
past service. This value changes as the member's salary and years of service change, and as some 
members leave and new members are hired. Fumre Normal Cost is the portion of the present value of 
benefits assigned to fiimre years of service and is assumed to be fiinded annually. 

Actuarial Assumptions 

The Acmariai Valuations of the Retirement Funds use a variety of assumptions to calculate the 
Actuarial Accmed Liability and the Acmariai Value of Assets. Although several of the assumptions are 
the same across all of ihe Retirement Funds, each Retirement Fund determines, within acmariai standards, 
the assumptions to be used in its Acmariai Valuation unless a specific assumption is fixed by the Pension 
Code. No assurance can be given that any of the assumptions underlying the Actuarial Valuations will 
reflect the actual results experienced by the Retirement Funds. Variances between the assumptions and 
acmal results may cause an increase or decrease in the Actuarial Value of Assets, the Acmariai Accmed 
Liability, the UAAL, the Funded Ratio or the Acmarially Required Contribution. Additional informalion 
on each Retirement Fund's actuarial assumptions is available in each Retirement Fund's Acmariai 
Valuafion as of December 31, 2010 and CAFR for the fiscal year ending December 31, 2010. See "— 
Source Information" above. 

The acmariai assumptions used by the Retirement Funds are determined by the individual 
Retirement Fund Boards upon the advice of the acmaries. The Retirement Funds periodically perform 
experience studies to evaluate the actuarial assumptions in use. The purpose of an experience study is to 
validate that the actuarial assumptions used in the Aciuarial Valuation continue to reasonably eslimate the 
actual experience of the pension plan or, if necessary, to develop recommendations for modifications to 
the actuarial assumptions to ensure their continuing appropriateness. 

Assumed Investment Rate of Return 

The Acmariai Valuations assume an investment rale of return on the assets in each Retirement 
Fund. As described in Table 2 above, the Retirement Funds all assumed an investment rate of remm of 
8.00% for the fiscal year ended December 31, 2010. Due to the volatility of the marketplace, however, 
the actual rate of retum eamed by the Retirement Funds on their assets may be higher or lower than the 
assumed rate. See Table 2 for the rates of remm eamed on the Retirement Funds' assels for the last ten 
fiscal years. Changes in the Retirement Funds' assets as a result of market performance will lead to an 
increase or decrease in the UAAL and the Funded Ratio. As a result of the Retirement Funds' use of the 
Asset Smoothing Method, however, only a portion of these increases or decreases will be recognized in 
the current year, with the remaining gain or loss spread over the remaining four years. See "— Actuarial 
Methods—Actuarial Value of Assets" above. 

As shown in the Actuarial Valuations, adverse market conditions resulted in negative investment 
returns on the Retirement Funds' assets in fiscal year 2008, resulting in a significant reduction in the 
Funded Ratio and a corresponding increase in the UAAL. No assurance can be given that these negative 
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trends in investment performance will not continue into the current or future fiscal years, leading to a 
continued increase in the UAAL. 

Funded Status of the Retirement Funds 

The Pension Code requires that the City fiind the Retirement Funds through the levy, collection 
and contribution of the Pension Levy; provided, however, that the City, pursuant to the Pension Code, 
may not levy all or a portion of the amount of property taxes stamtorily requned to make the fill! City 
contribution to the Retirement Funds if the City deposits with the City Treasurer Other Available Funds 
to be used for the same purpose as the Pension Levy as described in "—Determination of City's 
Contributions" above. The City has in recent years made its full statutorily required contribution to the 
Retirement Funds each year through a combination of property tax revenues and PPRT fiinds. However, 
expenses related to the Health Plan (as defined below) are paid from the funds received from the Pension 
Levy, which has the effect of reducing the Actuarial Value of Assets and decreasing the Funded Ratio. 

Furthermore, the contributions made by the City to the Retirement Funds have been lower than 
the cash outiays of the Retirement Funds in recent years. As a result, the Retirement Funds have used 
investment eamings or assets of the Retirement Funds to satisfy these cash outiays. The use of 
investment eamings or assets of the Retirement Funds for these purposes reduce the amount of assets on 
hand to pay benefits in the fximre and prevent the Retirement Funds from recognizing the fiill benefits of 
compounding investment retums. 

Since 2001 (which is the only time period of historical data considered in this Appendix of the 
Official Statement), the City has contributed to the Retirement Funds as required by the Pension Code.* 
However, this amount has not been sufficient to fiilly fiind the Normal Cost plus an amortized portion of 
the U A A L in each year as a result of the Contribution Limitation which has had the effect, and may have 
the effect in the fiimre, of limiting the Pension Levy to an amount insufficient to fiiUy fund the Retirement 
Funds to the amount of the Actuarially Required Contribution. 

[RHMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 

Pursuant to the Pension Code, the City did not make any contributions to or levy the Pension Levy for LABF in fiscal years 2001 through 2006 
because LABF had fiinds on hand in excess of its liabilities TTie Pension Code provides that the City will cease to make contributions to 
LABF in such a situation. The City continued to levy the Pension Levy for Ihe other Retirement Fimds during those years. 
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Table 4 provides informalion for fiscal years 2001 through 2010 on the Actuarially Required 
Contribution, the City's acmal contributions in accordance with the Pension Code and the percentage of 
the Acmarially Required Contribution made in each year. 

T A B L E 4 - INFORMATION REGARDING CITY'S CONTRIBUTIONS'' ' - AGGREGATED 

2001 
2002 
2003 
2004 
2005 
2006 
2007'"' 
2008""' 
2009""̂  
2010""' 

Actuarially 
Required 

Contribution 

S}\()JA2 
328,055 
451,239 
545,232 
698,185 
785,1 11 
865,776 
886,215 
990,381 

!. 112.626 

Actual Employer 
Contribution'^' 

S332.176 
332,491 
343,291 
345,398 
423,515 
394,899 
395,483 
416,130 
423,929 
425,552 

Percentage of 
Actuarially Required 

Contribution 
Conlribuled* '̂ 

106 9"'. 
101.4% 
76.1% 
63.3% 
60.7% 
50.3% 
45.7% 
47.0% 
42.8% 
38.2%, 

Sources: Actuanal Valuations of the Retirement Funds as of December 31,2010, and CAFRs of tbe Retirement Funds for the fiscal year ending 
DoceinbecSt, 2010 

(1) In thousands of dollars. Data is presented in the aggregate for the Retirement Funds and uses assumptions and methods en^loyed by 
each of the Retirement Funds. For the data presented as of December 31, 2001 through December 31, 2006, contnbution infonnaiion 
includes amounts related to other post-employment benefits. Beginning in 2007, as a result of a change in GASB standards, 
contribution information is presented exclusive of amounts related to other post-employment benefits 

(2) Includes the portion of the PPRT contributed to the Retirement Funds m each of the years 2002-2010. 

(3) The estimated multiplier that would have been necessary for each Retirement Fund lo make the full Actuanally Required Contnbution 
in 2010 were as follows- 3.48 for MEABF; 4.98 for FABF; 2.71 for L A B F ; and 4.85 for PABF. Beginning with the levy made in 
2015 (and coliecliblc in 2016), the City's contribulions to tbe Police and Fire Funds will not be calculated in accordance with the 
Multiplier as described m "— Determination of City's Contributions" above 

(4) Beginning m 2007, the information m this Tabic 4 does not include other post-employment benefits, which the City's Comprehensive 
Annual Financial Report presents separately. 

The continued decline in the percentage of the Actuarially Required Contribution contributed by 
the City, as shown in Table 4 above, results, in part, from the fact that the Actuarial Liability continues to 
grow and as a result of the delayed recognition of gains and losses resulting from the Refirement Funds' 
use of the Asset Smoothmg Method for financial reporting purposes. See "— Acmariai Methods— 
Acmariai Value of Assets." 

As of the end of fiscal year 2010, the Retirement Funds had an aggregate UAAL of 
approximately $15,315 billion on a fair value basis and $14,274 billion on an actuarial basis (usmg the 
Asset Smoothing Method). The respective Funded Ratios for these UAALs are 42.7% and 46.6%. The 
U A A L increased between the end of fiscal year 2009 and the end of fiscal year 2010 primarily as a result 
of (i) insufficient contributions compared to the Actuarially Required Contribution and (ii) investment 
losses brought on by the severe global economic downturn. The impact of the economic downmm on the 
City and the Retirement Funds was similar to the experience of other govemmental entities during the 
same period of time. The following tables summarize the current financial condition and the funding 
progress of the Retirement Funds. 
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TABLE 5 - FINANCIAL CONDITION OF THE MEABF 
FISCAL YEARS 2001-2010 

($ IN THOUSANDS) 

Fiscal 
Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Beginning Net Assets (Fair Value) $6,126,238 $5,820,766 $5,128,210 $5,922,789 $6,242,741 $6,356,888 $6,841,127 $7,010,007 $4,739,614 $5,166,224 

Income 
- Member Contributions 
- City Contributions 
- Investment Income '̂' 
- Miscellaneous Income 

118,241 
131,440 

(158,374) 

128,395 
130,966 

(538,062) 

129,644 
141,883 
961,889 

155,885 
153,919 
578,730 

122,542 
155,067 
402,311 

129,466 
148,332 
778,726 

132,442 
139,552 
485,926 

137,749 
146,803 

(1,947,576) 

130,981 
157,698 
778,562 

133,300 
164,302 
638,569 

24 

Total $ 91,307 $(278,701) $1,233,416 $ 888,534 $ 679,920 $1,056,524 $ 757,921 $(1,663,024) $1,067,241 $ 936,195 

Expenditures 
- Benefits and Refunds 
- Administration*''̂  

392,692 
4,087 

409,298 
4,557 

434,158 
4,679 

538,910 
29.672 

560,228 
5,545 

565,887 
6,398 

582,046 
6.995 

599,137 
7.279 

632,864 
7.766 

660,08! 
6,745 

Total $ 396,779 $ 413,855 S 438,837 $ 568,582 S 565,773 $ 572,285 $ 589,041 $ 606,416 $ 640,630 $ 666,826 

Ending Net Assets (Fair Value) $5,820,766 $5,128,210 $5,922,789 $6,242,741 $6,356,888 $6,841,127 $7,010,007 $4,740,567 $5,166,225 $5,435,593 

Actuarial Value of Assets*'̂ ' 
Actuarial Accrued Liabilities*-"' 
UAAL (Fair Value)'" 
UAAL (Actuarial Value)"" 
Funded Ratio (Fair Value)"' 
Funded Ratio (Actuarial Value)""" 

6,466,798 
6,934,176 
1,113,410 

467,378 
83.9% 
93.3% 

6,403,982 
7,577,100 
2,448,890 
1,173,118 

67.7% 
84.5% 

6,384,099 
7,988,637 
2,065,848 
1,604,538 

74.1% 
79.9% 

6,343,076 
8,808,501 
2,565,760 
2,465,425 

70.9% 
72.0% 

6.332,379 
9.250,212 
2.893,324 
2.917,833 

68.7% 
68.5% 

6,509,146 
9,476,118 
2,634,991 
2,966,972 

72.2% 
68.7% 

6,890,463 
9,968,747 
2,958,740 
3,078,284 

70.3% 
69.1% 

6,669,502 
10,383,158 
5,642,591 
3,713,556 

45.7% 
64.2% 

6,295,788 
10,830,119 
5,663,894 
4,534,331 

47.7% 
58.1% 

6,003,390 
11,828,666 
6,393,073 
5,825,276 

46.0% 
50.8% 

Source: AcUiarial Valuations of the MEABF as of December 31, 2010, and CAFRs of the MEABF for the fiscal year ending December 31,2010, Table may not add due to roundmg. 
(!) Investment income is shown net of fees and expenses. 
(2) Beginmng in fiscal year 2009, includes expenses related to other posl-employmenl benefits. See "Other Post-Employment Benefits" below. 
(3) The actuarial value is determined by application of the Asset Smoothing Method as discussed in "—Actuarial Methods—Actuarial Value of Assels" above, 
(4) Beginning with fiscal year 2006, docs not include l\ab\l\ty related lo other post-employment benefits. See '•Other Post-Employment Benefits" below. 
(5) Calculated using net assets. 
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TABLE 6 - FINANCIAL CONDITION OF THE PABF 
FISCAL YEARS 2001-2010 

($ IN THOUSANDS) 

Fiscal 
Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Beginning Net Assets (Fair Value) $4,033,107 $3,696,943 $3,224,037 $3,693,283 53,865,809 53.954,837 $4,192,076 $4..1 .-0,234 $3,000,998 53,326,051 

Income 
- Member Contributions 
- City Contributions 
- Investment Income^'' 
- Miscellaneous Income 

71,146 
139,411 

(214,034) 
265 

79,239 
141,935 

. (335,936) 
54 

79,816 
140,735 
627,291 

73 

78,801 
135,669 
367,908 

75 

89,110 
177,911 
261,389 

368 

91,965 
157,689 
447,275 

1,070 

93,300 
178,678 
349,914 

28 

'J3,207 
IS 1.526 

(1,1(14,909) 
160 

95,614 
180,511 
567,315 

799 

108,402 
183,835 
369,558 

20 
Total $ (3,212) $ (114,708) S 847,915 S 582,453 S 528,778 $ 697,999 $ 621,920 S(S10,016) $ 844,239 $ 661,815 

Expenditures 
- Benefits and Refunds 
- Administration''^' 

330,500 
2,452 

355,653 
2,545 

375,503 
3,166 

407,301 
2,626 

437,089 
2.661 

458,060 
2,700 

477,685 
3,077 

4'?7,72! 
4,499 

514,883 
4,304 

544,272 
3,925 

Total $ 332,952 $ 358,198 $ 378,669 $ 409,927 $ 439,750 5 460,760 $ 480,762 S 51)2.220 S 519,187 $ 548,197 

Ending Net Assets (Fair Value) $3,696,943 $3,224,037 $3,693,283 $3,865,809 53,954,837 54.192,076 54,333,234 53.01)0.998 $3,326,050 $3,439,669 

Aciuarial Value of Assets''' 
Actuarial Accrued Liabilities''*' 
U A A L (Fair Value)'" 
U A A L (Actuarial Value)'-" 
Funded Ratio (Fair Value)"' 
Funded Ratio (Actuanal Value)'"*' 

4,183,796 
5,932,511 
2,235,568 
1,748.715 

62.3% 
70,5% 

4,124,580 
6,384,846 
3,160,809 
2,260,266 

50.5% 
64,6% 

4,039,696 
6,581,433 
2,888,150 
2,541,737 

56.1% 
61,4% 

3,933,031 
7.034,271 
3.168,462 
3.101,240 

55,0% 
55 9% 

3,914,432 
7,722,737 
3,767,900 
3,808,305 

5i,2% 
50,7% 

3,997,991 
7,939,561 
3,747,485 
3,941,570 

52.8% 
50,4% 

4,231,682 
8,220,353 
3,887,119 
3,988.671 

52.7% 
51,5% 

4.()<)3.720 
X,4S2,574 
5.4S 1.576 
4.,-̂ S8.854 

.-̂ 5.4% 
48 3% 

3,884,978 
8,736,102 
5,410,052 
4,851.124 

38.1% 
44 5% 

3,718,955 
9,210,056 
5,770,387 
5,491.101 

37,3% 
40,4% 

Source; Actuarial Valuations of the PABF as of December 3!, 2010, and CAFRs of the PABF for the fiscal year ending December 31. 2010 Table may not add duL' lu louiidiiig 
(1) Investment income is shown net of fees and expenses. 
(2) Beginning in fiscal year 2008, includes expenses related to other post-employment benefits. See "Other Post-Employment Benefiis" below, 
(3) The actuarial value is determined by application of the Asset Smoothing Method as discussed in "— Actuarial Methods—Actuarial Value of Assets" above 
(4) Beginning with fiscal year 2006, does not include liability related to other posi-empioymem benefits. See "Other Post-Employment Benefits'" beiow 
(5) Calculated using net assels. 
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TABLE 7 - FINANCIAL CONDITION OF THE FABF 
FISCAL YEARS 2001-2010 

(S IN THOUSANDS) 

Fiscal 
Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Beginning Net Assets (Fair Value) $1,226,826 $1,104,940 $907,804 $1,109,561 $1,206,177 $1,274,659 $1,391,484 $1,469,455 $ 914,193 $1,051,644 

Income 
- Member Contributions 27,615 27,622 42,665 37,734 35,697 44,222 41,120 40,480 41,605 41,730 
- City Contributions 60,400 59,453 60,234 55,532 90,129 78,971 74,271 83,744 91,857 83,592 
- Investment Income''̂  (73,526) (143,541) 249,995 139,497 112,017 174,406 148,806 (484,093) 208,537 150,835 
- Miscellaneous Income 63 78 84 24,322 456 87 162 107 36 30 

Total $ 14,552 $ (56,388) $ 352,978 $ 257,085 $ 238,299 $ 297,686 $ 264,359 $(359,762) $ 342,035 $ 276,187 

Expenditures 
- Benefits and Refunds 134,462 138,789 149,174 158,372 167,527 178,214 183,304 192,644 201,146 217,565 
- Administration'''' 1,976 1,959 2,047 2,097 2,290 2,647 3,084 2,856 3.439 4,187 

Total $ 136,438 $ 140,748 $ 151,221 $ 160,469 $ 169,817 $ 180,86! $ 186,388 $ 195,500 $ 204,585 $ 221,752 

Ending Net Assets (Fair Value) $1,104,940 $ 907,804 $1,109,561 $1,206,177 $1,274,659 $1,391,484 $1,469,455 $ 914,193 $1,051,643 $1,106,079 

Actuarial Value of Assets'̂ ' 1,245,130 1,209,768 1,194,008 1,182,579 1,203,654 1,264,497 1,374,960 1,335,695 1,269,231 1,198,114 
Actuarial Accmed Liabilities'*' 2,068,718 2,088,706 2,517,268 2,793,524 2,882,936 3,088,124 3,215,874 3,311,269 3,428,838 3,655,026 
UAAL (Fair Value)''' 963,778 1,180,902 1,407,707 1,587,347 1,608,277 1,696,640 1,746,419 2,397,076 2,377,195 2,548,947 
UAAL (Actuarial Value)'^' 823,588 878,938 1,323,260 1,610,945 1,679,282 1,823,627 1,840,914 1,975,574 2,159,607 2,456,912 
Funded Ratio (Fair Value)"' 53.4% 43.5% 44.1% 43.2% 44.2% 45.1% 45.7% 27.6% 30.7% 30.3% 
Funded Ratio (Actuarial Value)'"*' 60.2% 57.9% 47.4% 42.3%, 41.8% 40.9% 42.8% 40.3% 37,0% 32.8% 

Source: Actuarial Valuations of the FABF as of December 31,2010, and CAFRs of the FABF for the fiscal year ending December 31, 2010, Table may not add due lo rounding. 
(1) Investment income is shown net of fees and expenses. 
(2) Beginning in fiscal year 2001, includes expenses related to other post-employment benefits. See "Other Post-Employment Benefits" below, 
(3) The actuanal value ts determined by application of the Asset Smoothing Method as discussed in "— Actuarial Methods—Actuarial Value of Assets" above 
(4) Beginning with fiscal year 2006, does not include liability related to other post-employment benefits. See "Other Post-Employment Benefits" below, 
(5) Calculated using net assets. 
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TABLE 8 - FINANCIAL CONDITION OF THE LABF 
FISCAL YEARS 2001-2010 

(S IN THOUSANDS) 

Fiscal 
Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Beginning Net Assets (Fair Value) $1,648,819 $1,570,708 $1,388,090 $1,552,361 $1,637,369 $1,659,061 $1,739,660 $1,7S2,818 $1,188,580 $1,332,929 

Income 
- Member Contributions 20,017 20,189 19,798 22,591 16,257 18,791 18,413 19,419 17,538 16,320 
- City Contributions 660 83 344 197 40 106 15,459 17,580 17.190 17.939 
- Investment Income''* (19,125) (119,447) 231,584 171,045 1)7,785 174,536 125,205 {510,463) 237,102 193,187 
- Miscellaneous Income - - 22 5 - - - - - -

Total $ 1,552 $ (99,175) $ 251,748 $ 193,838 $ 134,082 $ 193,433 $ 159.077 S(473,464) $ 271,830 $ 227,446 

Expenditures 
- Benefits and Refiinds 77,857 81,629 85,567 105,958 109,405 110,003 112,567 11 7,147 123,817 129,297 
- Administration''" !,806 1.814 1,910 2,872 2,985 2,831 3,352 3,626 3,665 3,864 

Total $ 79,663 $ 83,443 $ 87,477 $ 108,830 $ 112,390 $ 112,834 $ 115,919 $ 120,773 $ 127.482 $ 133,161 

Ending Net Assets (Fair Value) $1,570,708 $1,388,090 $1,552,361 $1,637,369 $1,659,061 $1,739,660 $1,782,818 $1,1KS,58I $1,332,928 $1,427,214 

Actuarial Value of Assets*"*' 1,756,080 1,715,073 1,679,796 1,649,959 1,635,595 1,664,058 1,757,711 ! .698,427 1,601,352 1,529,404 
Actuarial Accrued Liabilities''"' 1,402,138 1,540,604 1,628,563 1,674,615 1,742,300 1,767,682 1,808.295 1.915,324 1,975,749 2,030,025 
UAAL (Fair Value)"' (168,570) 152,514 76,202 37,246 83,239 28,022 25,477 726,743 642,821 602,811 
UAAL (Actuanal Value)'^' (353,942) (174,469) (51,233) 24,656 106,705 103,624 50,584 216,897 374,397 500,621 
Funded Ratio (Fair Value)"' 112.0% 90.1% 95.3% 97,8% 95.2% 98,4% 98,6% 62.1% 67.5%, 70.3% 
Funded Ratio (Actuarial Value)''*' 125.2% i l l . 3 % 103.1% 98,5% 93.9% 94,1% 97,2% S8.7% 81.1% 75.3% 

Source, Actuanal Valuations of the LABF as of December 31, 2010, and CAFRs of the LABF for Ihe fiscal year ending December 31, 2010 Table may not add duu lo lOunding 
(1) Investment income is shown net of fees and expenses 
(2) Beginning in fiscal year 2008, includes expenses related to other post-employment benefits. See •'Other Post-Employment Benefits" below, 
(3) The aciuarial value is determined by application of the Asset Smoothing Method as discussed in "— Actuanal Methods—Actuarial Value of Assets" above 
(4) Beginning with fiscal year 2006, does not mciude liability related to other post-employment benefits, See "Other Post-Employment Benefiis" below 
(5) Calculated using nel assets. 
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TABLE 9 - FINANCIAL CONDITION OF THE RETIREMENT FUNDS COMBINED 
FISCAL YEARS 2001-2010 

(S IN THOUSANDS) 

Fiscal 
Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Beginning Net Assets (Fair Value) $13,034,990 512,193,357 $10,648,141 512,277,994 512,952,096 513,245,445 $14,164,347 514,595,514 5 9,843,385 510,876,848 

Income 
- Member Contributions 237,019 255,445 271,923 295,011 263,606 284,444 285,275 290,855 285,738 299,752 
- City Contributions 331,911 332,437 343,196 345,317 423.147 385,098 407,960 429,653 447,256 449,668 
- Investment Income''' (465,059) (1,136,986) 2,070,759 1,257,180 893,502 1,574,943 1,109,851 (4,047,041) 1,791,516 1,352,149 
- Miscellaneous Income 328 132 179 24,402 824 1,157 190 267 835 74 

Total S 104,199 $ (548,972) S 2,686,057 5 1,921,910 S 1,581.079 S 2,245,642 S 1,803.277 5(3,326,266) $ 2,525,345 5 2,101,643 

Expendihires - - - - - - . . 
- Benefits and Refunds 935,51 1 985,369 1,044,402 1,210,541 1,274,249 1,312,164 1,355,602 1,406,649 1,472,710 1,551,215 
- Administration'"'' 10,321 10,875 n,802 37,267 13,481 14,576 16.508 18,260 19,174 18,721 

Total 945,832 996,244 1,056,204 1,247,808 1,287,730 1,326,740 1,372,1 10 1,424,909 1,491,884 1,569,936 

Ending Net Assets (Fair Value) 512,193,357 $10,648,141 $12,277,994 $12,952,096 $13,245,445 $14,164,347 514,595,514 $ 9,844,339 $10,876,846 $11,408,555 

Actuarial Value of Assets'^' 13,651,804 13,453,403 13,297,599 13,108,645 13,086,060 13,435,692 14,254,816 13,797,344 13,051,349 12,449,863 
Actuarial Accrued Liabilities'"' 16,337,543 17,591,256 18,715,901 20,310,911 21,598,185 22.271,485 23,213,269 24.092,325 24,970,808 26,723,773 
U A A L (FairVslue)' ' ' 4,144,186 6,943,115 6,437,907 7,358,815 8,352,740 8,107,138 8,617,755 14,247,986 14,093,962 15,315,218 
U A A L (Actuarial Value)'^' 2.685.739 4,137,853 5,418,302 7,202,266 8,512,125 8,835,793 8.958,453 10,294,981 11,919,459 14,273,910 
Funded Ratio (Fair Value)'^' 74.63% 60 53% 65 60% 63,77% 61,33% 63.60% 62.88% 40,86% 43.56% 42.69% 
Funded Ratio (Actuarial Value)'^' 83.56% 76,48% 71.05% 64.54% 60,59% 60.33% 61.41% 57.27% 52.27% 46.59% 

Source: 
(I) 
(2) 

(3) 
(4) 
(5) 

Actuarial Valuations of the Refircment Funds as of December 31, 2010, and CAFRs of the Refirement Funds for the fiscal year ending December 31,2010, Table may not add due to rounding. 
Investment income is shown net of fees and expenses. 
Includes expenses related to other post-employment benefits beginning in each of the fiscal years as shown in Footnote (2) in Tables 6-9 herein for each respecUve Retirement Fund, 
See "Other Post-Employment Benefits" below. 
The actuarial value is determined by application of the Asset Smoothing Method as discussed in "— Actuarial Methods—Actuanal Value of Assets" above. 
Beginning with fiscal year 2006, does not include liability related to other post-employment benefits See "Other Post-Employment Benefits" below. 
Calculated using net assets, 
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TABLE 10 - SCHEDULE OF FUNDING PROGRESS - COMBINED FOR THE RETIREMEM FUNDS 
FISCAL YEARS 2001-2010 

($ IN THOUSANDS) 

UAAL to 
Actuarial Actuarial Fair Value UAAL Funded UAAL to Payroll 

Fiscal Accrued Value of of Net UAAL (Fair Ratio Funded Ratio Payroll (Fair 
Year Liability'" Assets'̂ ' Assets (Actuarial)''' Value)'"' (Actuarial)™ (Fair Value)'*' Payroll (Actuarial)'̂ ' Value)'" 

2001 $16,337,543 $13,651,804 $12,193,357 $ 2,685,739 $4,144,186 83.6% 74 6% $2,627,57') 102 2% 157,7% 
2002 17,591,256 13,453,303 10,648,141 4,137,953 6,943,115 76.5% 60,5% 2.728,S9K 151,6% 254.4% 
2003 18,715,901 13,297,599 12.277,994 5,418,302 6,437,907 7L0% 65,6% 2.823,932 191,9% 228.0% 
2004 20,310,911 13,108.645 12,952,096 7,202,266 7,358,815 64.5% 63 8% 2,683„t31 268 4% 274 2% 
2005 21,598,185 13,086,060 13,245,445 8,512,125 8,352,740 60.6% 61,3% 2,8 80,3 5 K 295 5% 290.0% 
2006 22,271,485 13,435,692 14,164,347 8,835,793 8,107,i38 60.3% 63,6% 3,069,479 287,9% 264.1 % 
2007 23,213,269 14,254,816 14,595,514 8,958.453 8,617,755 61,4% 62.9%, 3,185,388 281.2% 270.5%, 
2008 24,092,325 13,797,344 9,844,339 10,294,981 14,247,986 57,3% 40.9%. 3,180,484 323.7% 448.0%, 
2009 24,970,808 13,051,349 10,876,846 11,919,459 14,093,962 52,3% 43.6%, 3,172,716 375.7%, 444.2%o 
2010 26,723,773 12,449,863 1 1,408,555 14,273,910 15.315,218 46 6% 42,7% 3,189.739 447.5%, 480 1%, 

Source. Actuarial Valuations of the Retirement Funds as of December 31, 2010, and CAFRs of Ihe Retirement Funds for the fiscal year ending December 31, 2010 1 .ible may not add due to rounding, 
(1) Beginning with fiscal year 2006, does not include liability related to other posl-employmenl benefits. See "Olher Post-Employment Benefits" below 
(2) The aciuarial value Is determined by application of the Asset Smoothing Method as discussed in "— Actuarial Methods—Acluanal Value of Assets" above 
(3) For purposes of this column, "Actuarial" refers to the fact that the calculation was made using the Actuarial Value of Assets. 
(4) For purposes of this column, "Fair Value" refers to the fact that the calculation was made using ihe fair value of Net Assets, 
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The cumulative value of the annual differences between the City's contribution to the Retirement 
Funds and the Actuarially Required Contribution is referred to by GASB as its "Net Pension Obligation" 
or its "Net Pension Asset." If the cumulative difference between the City's contribution and the 
Actuarially Required Contribution is positive, the City would have a Net Pension Asset. Conversely, if 
the cumulative difference is negative, the City would have a Net Pension Obligation. 

As a result of the Contribution Limitation, however, the City may fulfill its obligation to 
contribute to the Retirement Funds under the Pension Code and still have a Net Pension Obligation for 
such year. The Pension Levy and the Actuarially Required Contribution differ in any given year as a 
result of the Contribution Limitation, as discussed in "— Determination of City's Contributions" and "— 
The Actuarial Valuation—City's Contributions Not Related to GASB Standards" above. 

Table 11 provides a schedule of the total Net Pension Obligation or Net Pension Asset at the end 
of each of the last ten fiscal years for each of Retirement Funds. 

TABLE 11 - NET PENSION OBLIGATION OR (ASSET)''* 

Fiscal 
Year M E A B F FABF L A B F PABF Total 

2001 $(319,770) $ 537,644 $(255,311) $ 627,036 $ 589,599 

2002 (358,776) 584,562 (270,871) 635,635 590,550 

2003 (342,888) 636,782 (277,880) 697,003 713,017 

2004 (299,415) 717,509 (270,223) 787,639 935,510 

2005 (169,895) 790,764 (258,125) 873,347 1,236,091 

2006 (1,443) 878,368 (237,696) 1,017,145 1,656,374 

2007 202,077 992,572 (228,692) 1,185,055 2,151,012 

2008 415,207 1,099,024 (225,759) 1,360,492 2,648,964 

2009 679,736 1,211,209 (206,361) 1,562,421 3,247,005 

2010 1,007,404 1,345,928 (174,584) 1,791,148 3,969,896 

Sources- Actuarial Valuations of the Retirement Funds as of December 31, 2010, and CAFRs of the Retirement Funds for the fiscal year ending 
E>ccember 31, 2010. Table may not add due lo roundmg. 

(I) In thousands of dollars. 

A variety of factors impact the Retirement Funds' UAAL and Funded Ratio. A lower return on 
investment than that assumed by the Retirement Funds, and insufficient contributions when compared to 
the Normal Cost plus interest will all cause an increase in the U A A L and a decrease in the Funded Ratio. 
Conversely, higher retums on investment than assumed, and contributions in excess of Normal Cost plus 
interest will decrease the U A A L and increase the Funded Ratio. In addition, legislative amendments, 
changes in actuarial assumptions and certain other factors (including, but not limited to, higher or lower 
incidences of retirement, disability, in-service mortality, retiree mortality or terminations than assumed) 
will have an impact on the U A A L and the Funded Ratio. The U A A L increased between the end of fiscal 
year 2009 and the end of fiscal year 2010 primarily as a result of investment retums below the assumed 
rate of return and insufficient contributions as compared to the Actuarially Required Contribution. 
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Recent Legislative Changes 

P.A. 96-0889 

On April 14, 2010, the Governor Quinn signed Public Act 96-0889 (the "Pension Reform A c f ) 
into law. The Pension Reform Act establishes a "two-tier" benefit system with less generous benefits for 
employees who become members of the Retirement Funds on or after January 1, 2011, as compared to 
those provided to employees prior to such date. Among other changes, the Pension Reform Act: 

Increases the time required for pension benefits to vest to ten years from five years; 
[iKTca.sĉ  (lie miiiiinuin ;iLic at wliich an acli\c oinploycc may iciiic uiili unreduced bciicfiis 
to age 67 fiom age 60 or younger based on a formula combining the age of ihc employee and 
the number of years of service; 
Increases the minimum age at which an active employee may retire with reduced benefits to 
age 62 from age 50; 
Provides that final average salary is based on 96 consecutive months within the last 120 
months of employment (instead of 48 months of the last 120 months); 
Reduces the cost of living adjustment to the lower of 3% or 50% of the change in the 
consumer price index for all urban consumers, whichever is lower, and eliminates 
compounding for employees hired after January 1, 2011, from a cost of living adjustment of 
3%, compounded; and 

• Caps the salary on which a pension may be calculated at $106,800 (subject to certain 
adjustments for inflation). 

The Pension Reform Act does not impact persons that first became members or participants prior 
to its effective date of January 1, 2011. Furthermore, the Pension Reform Act applies to MEABF and 
LABF, but does not apply to PABF or FABF. 

The Pension Reform Act does not change City or employee contributions to MEABF or LABF. 
The City will continue to contribute to MEABF and LABF pursuant to the respective Multiplier until and 
unless relevant portions of the Pension Code are amended for MEABF and LABF. 

For purposes of the potential effects of the Pension Reform Act as described in this paragraph, 
taken independently of any other legislative or market effects, the reduced benefits afforded new hires by 
the Pension Reform Act is expected to reduce over time the growth in the Actuanal Accrued Liability, the 
UAAL and the Actuarially Required Contribution. In calculating the Actuarial Accrued Liability, the 
actuaries make assumptions about future benefit levels. As the value of future benefits decreases over 
time, as a greater percentage of the City's workforce is covered by the Pension Reform Act, the Actuarial 
Accrued Liability is expected to decrease compared to what it would have been under previous law. 
Consequently, slowly over time the UAAL is expected to decrease and the Funded Ratio to improve. As 
the growth in the UAAL slows, the Acmarially Required Contribution is expected to be reduced as the 
amount of UAAL to be amortized decreases. However, no assurance can be given that these expectations 
will be the actual experience of MEABF or LABF going forward. 

P.A. 96-1495 

P.A. 96-1495 has a significant impact on the Police and Fire Funds. A description of certain 
provisions of P.A. 96-1495 are discussed above m — Determination of City's Contribufions—City's 
Contributions to PABF and FABF Beginning with the Levy made in 2015." 

The P.A. 96-1495 Funding Plan will have the effect of significantly increasing the Pension Levy 
(applicable to the Police and Fire Fimds) because (i) the Contribution Limitation will no longer serve to 
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cap the Pension Levy (applicable to the Police and Fire Fimds) at the applicable Muhiplier times the 
employee contribufions made two years prior to the year of the levy, and (ii) this type of funding plan 
requires a greater contribufion than the current statutory stmcture. 

In addition, P.A. 96-1495 makes changes to benefits for police officers and firefighters first 
participating in the Police and Fire Funds on or after January 1, 2011. Among other changes, P.A. 96-
1495: 

• Increases the minimum retirement eligibility age from 50 (with ten years of service) to 55 
(with ten years of service); 

• Provides for retirement at age 50 (with ten years of service) with the annuity reduced by .5% 
per month; 

• Provides that fmal average salary is based on 96 consecufive months within the last 120 
months of employment (instead of 48 months of the last 120 months); 

• Reduces the cost of living adjustment to the lower of 3% or 50% of the change in the 
consumer price index for all urban consumers, whichever is lower, commencing at age 60; 

• Provides that widow benefits are 66 2/3% of the employee's annuity at the date of death; and 
• Caps the salary on which a pension may be calculated at $106,800 (subject to certain 

adjustments for inflafion). 

Projection of Funded Status 

Tables 12 through 14 provide projections of the Actuarial Value of Assets, the Actuarial Accmed 
Liability, the U A A L and the Funded Ratio for MEABF, LABF and the Police and Fire Funds 
respectively. The Retirement Funds' level of funding level has decreased in recent years, most notably 
due to a combination of factors including: adverse market conditions and investment retums as a result of 
the finaneial downmm experienced in 2008 and beyond; and contribufions that arc lower than the 
Actuarially Required Contribution as a result of the Contribution Limitation. The declining Funded 
Ratios experienced by the Retirement Funds in recent years are similar to the funding challenges faced by 
other large govemmental pension funds in the United States. 

The projections in Tables 12 through 14 are based upon numerous variables that are subject to 
change, and are forward-looking statements regarding fumre events based on the Retirement Funds' 
actuarial assumpfions and assumptions made regarding such future events, including that there are no 
changes to the current legislative stmcture and that all projected contribufions to the Retirement Funds are 
made as required. No assurance can be given that these assumptions will be realized or that actual events 
will not cause material changes to the data presented in these tables. 
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T A B L E 12 - PROJECTION OF FUTURE FUNDING STATUS - M E A B F (1) 

Fiscal Year 

Actuarial Actuarial Unfunded Accrued 
Accrued Value of Actuarial Liabilities Funded 

Liability Assets (UAAL) Ratio 
(a) (b) • (a-b) (b/a) 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

; i 1,918,942 

12.359.984 

I2.806.S09 

13,256,021 

13,703,973 

14,149,698 

14,589,918 

15,021,046 

15,439,846 

15,844,795 

$5,529,406 

5.093.624 

5.134.244 

5,063,451 

4,957,569 

4,812,667 

4,622,794 

4,381.260 

4,081,467 

3,718,312 

$ 6,389,536 

7.266-360 

7,672,565 

8,192,570 

8,746,404 

9,337,031 

9,967,124 

10,639,786 

11,358,379 

12,126,483 

46.4% 

41.2% 

40 1% 

38.2% 

36.2% 

34.0% 

3 1.7% 

29.2% 

26.4% 

23.5% 

Source: Gabriel Roeder Smith & Company. Gabriel Roeder Smith & Company is the consulting actua^' for ihe Refiremenl Funds. Projeclion 
is based on actuarial data as of December 31, 2009. 

(1) In thousands of dollars. 

T A B L E 13 - PROJECTION OF FUTURE FUNDING STATUS - LABF<" 

Fiscal Year 

Actuarial Unfunded Accrued 
Accrued Actuarial Actuarial Liabilities Funded 
Liability Value of Assets (UAAL) Ratio 

(a) (b) (a-b) (b/a) 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

$2,131,248 

2,186,657 

2,240,989 

2,293,847 

2,345,292 

2,395,162 

2,443,573 

2,489,906 

2,534,078 

2,575,960 

$1,413,249 

1,310,446 

1,332,813 

1,320,362 

1,301,969 

1,277,091 

1,245,406 

1,206,103 

1,158,554 

1,102,279 

$ 717,999 

876,211 

908,176 

973,485 

1,043,323 

1,118,071 

1,198,167 

1,283,803 

1,375,524 

1,473,681 

66.3% 

59.9% 

59.5% 

57.6% 

55.5% 

53.3% 

51.0% 

48.4% 

45.7% 

42.8% 

Source, Gabnel Roedcr Smith & Company. Gabriel Roeder Smith & Company is the consulting acmaiy for the RetiremenI Funds. Projeclion 
is based on actuanal data as of December 31, 2009. 

(1) Ln thousands of dollars. 
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TABLE 14 - PROJECTION OF FUTURE FUNDING STATUS - THE POLICE AND FIRE 
FUNDS (COMBINED)*'* 

Actuarial Actuanal Unfunded Accrued 

Accrued Value of Actuarial Liabilities Funded 
Liability Assets (UAAL) Ratio 

seal Year (a) (b) (a-b) (b/a) 

2011 $13,112,409 $4,333,372 $ 8,779,037 33.0% 

2012 13,611,035 4,248,696 9,362,339 31.2% 

2013 14,113,679 4,128,833 9,984,846 29.3% 

2014 14,618,962 3,968,802 10,650,160 27.1% 

2015 15,127,100 3,766,920 11,360,180 24.9% 

2016 15,637,661 4,090,051 11,547,610 26.2% 

2017 16,151,574 4,431,683 11,719,891 27.4% 

2018 16,668,454 4,791,799 11,876,655 28.7% 

2019 17,186,311 5,170,647 12,015,664 30.1% 

2020 17,705,196 5,571,400 12,133,796 31.5% 

Source; Gabnel Roeder Smith & Company. Gabnel Roedcr Smith & Company is the consulting actuary for the Reliremenl Funds, Projection 
IS based on actuarial dala as of December 31, 2009, 

(I) In thousands of dollars. 

As shown in Tables 12 and 13, based on the current legislative stmcture, acmariai projections 
mdicatc that MEABF will have a Funded Ratio of 23.5% and LABF will have a Funded Ratio of 42.8% 
by the end of fiscal year 2020. Furthermore, the actuary projects that the Funded Ratios of MEABF and 
LABF will continue to decrease beyond 2020. The lack of any corrective actions jeopardizes the 
solvency of MEABF and LABF. 

Based on the current legislative stmcture, as shown in Table 14, actuarial projections indicate that 
the combined Funded Ratio of the Police and Fire Funds will be 31.5% by the end of fiscal year 2020. 
This Funded Ratio is projected to have increased from a low Funded Ratio of 24.9% at the end of fiscal 
year 2015. The Funded Ratios of the Police and Fire Funds are projected to begin mcreasing in fiscal 
year 2016 as a result of the implementation of the P.A. 96-1495 Funding Plan, which requires that the 
Police and Fire Funds receive contribufions sufficient to achieve a Funded Rafio of 90% by 2040. 
However, prior to the implementation of the P.A. 96-1495 Funding Plan, the Funded Ratio is projected to 
decrease annually because the Police and Fire Funds will continue lo make contribufions pursuant to the 
respecfive Multiplier unfil that fime. See "— Determinafion of City's Contributions" above. 

The projecfions set forth in this Appendix were not prepared with a view toward complying with 
the guidelines established by the American Insfitute of Certified Public Accountants with respect to 
prospecfivc financial informafion, but, in the view of the City's management, were prepared on a 
reasonable basis, reflect the best currently available estimates and judgments, and present, to the best of 
management's knowledge and belief, the expected course of action and the expected future fmancial 
performance of the City or the Retu-ement Funds, as applicable. However, this information is not fact and 
should not be rehed upon as being necessarily indicative of future results, and readers of this Official 
Statement are cautioned not to place imdue reliance on the prospective financial infonnation. Neither the 
City's independent auditors, nor any other independent auditors, have compiled, examined, or performed 
any procedures with respect to the prospective finaneial information contained herein, nor have they 
expressed any opinion or any other form of assurance on such information or its achievability and 
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disclaim any association with, the prospective financial information. Neither the City's independent 
auditors, nor any other independent auditors, have been consulted in connection with the preparation of 
the prospective financial information set forth in this Official Statement, which is solely the product of the 
City or the Retirement Funds, as applicable, and the independent auditors assume no responsibility for its 
content. 

In spring 2011, the Illinois House of Representatives ("House") considered a complex pension-
restmcturing proposal in an amendment to Senate Bill 512 ("SB 512") which would have made 
significant reforms to MEABF and LABF. Among other changes, SB 512 would have required members 
of MEABF and LABF to choose between three tiers of benefits requiring different contribution rales. In 
addilion. SB 512 uoulJ iia\c fixed the Cil>'s conlribulion for MlZABi^ and LABF to ihc conlribuiions 
made by the City for le\'y year 2010, The stated goal of Ihc bill was (o cnacl |)cnsion refonns and address 
the long-term financial issues for MEABF and LABF and the City. The House suspended action on SB 
512 until the fall of 2011 at the earliest. No assurance can be given that SB 512 will be enacted in its 
current form. Furthermore, no assurance can be given that SB 512 will not be enacted in an amended 
form that makes altemative changes to the Pension Code. In addition, there may be other legislation 
pending in either or both houses of the Illinois General Assembly that would affect the Pension Code. No 
assurance can be given lhat any such proposal will be enacted. 

The City recognizes lhat changes arc necessary to properly fund the Retirement Funds and is 
considering the options available to address the unfunded liability. Some or all of the options may require 
legislative changes to the Pension Code. In the event that a proposal is brought before the Illinois General 
Assembly, no assurance can be given thai sueh proposal will be enacted. 

Report and Recommendations of the Commission to Strengthen Chicago's Pension Funds 

The informalion contained in this subsection describing the CSCP and the Final Report (each as 
defmed herein) relies on information produced by the CSCP, including the Final Report. The Final 
Report is available at www.chipabforg/6Financials/pension_commission.html; but the content of the 
Final Report and such website is not incorporated herein by such reference. The City makes no 
representation nor expresses any opinion as to the accuracy of the Final Report, the statements made or 
the information therein, some of which may be conflicting. 

On January 11, 2008, then Mayor Richard M. Daley announced the formation of the Commission 
to Strengthen Chicago's Pension Funds (the "CSCP"), which was composed of a broad cross-section of 
City officials, union leaders, pension fund executives, and business and civic professionals. The CSCP 
was charged with examining the Retirement Funds and recommending ways to improve the Funded Ratio 
of each Retirement Fund. The CSCP met several times in 2008 through 2010, and at the CSCP's final 
meeting on March 24, 2010, the CSCP endorsed its fmal report, with three commissioners dissenting. 
The CSCP's final report, which included letters from the dissenting commissioners, was submitted lo 
Mayor Daley on April 30, 2010 (the "Final Report"). 

The CSCP's approval of the Final Report occurred before the enactment of the Pension Reform 
Act and P.A. 96-1495 and, therefore, does not consider the impact of these acts on the Retirement Funds. 
See "— Determination of City's Contributions" and "— Recent Legislative Changes" above for 
additional information on these acts. As described below, certain of the CSCP's fmdings and 
recommendations as contamed in the Final Report are addressed by either act. 

The CSCP fotmd that the fmancial health of the Retirement Funds had deteriorated due to a 
combination of factors, including the following: increasing liabilities due to enhanced benefits (e.g., non­
recurring early retirement programs that were not properly funded); inadequate contributions, which were 
based upon a fixed percentage of payroll and not actuarial need (i.e., the Contribution Limitations); and 
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adverse market conditions leading to fluctuating retums on investments (in 2000-2002 and 2007-2009) 
which could not keep pace with growth in liabilities. With regard to the CSCP's finding of inadequate 
contributions, P.A. 96-1495 addresses this findmg with regard to the Police and Fire Funds. As described 
in Determination of City's Contributions" and "— Recent Legislative Changes—P.A. 96-1495" 
above, the City's Pension Levy applicable to the Police and Fire Funds will be calculated as the level 
percentage of payroll necessary to reach the 90% Funded Ratio target by 2040 pursuant the P.A. 96-1495 
Funding Plan, which will significantly increase the City's contribufions to the Police and Fire Funds 
beginning with the levy made in 2015 (and collectible in 2016). 

The CSCP found that due to the inadequate contributions, the Retirement Funds have had to use 
assets to pay current benefits, which in tum put pressure on the asset bases and Fimded Ratios of the 
Retirement Funds. 

The CSCP modeled a set of scenarios for the Retirement Funds and found that, based on the 
actuarial assumptions in use by the Retirement Funds and the condition of the Retirement Funds at the 
end of 2009, the RetiremenI Funds would, in the absence of substantial changes to the Retirement Funds' 
fiinding policy and/or benefit stmcture, deplete all assets in each of the Retirement Funds at different 
dates but all within twenty years of the date of the Final Report. However, the CSCP's approval of the 
Final Report occurred before the enactment of the Pension Reform Act and P.A. 96-1495 and the 
deplefion dates as estimated in the Final Report would not have taken into account the impact of such 
legislafion. See "— Projecfion of Funded Stams" above for the projections based upon the current 
legislative stmcture applicable to the Retirement Funds. 

The CSCP suggested that the issues related to the Retirement Funds need to be addressed as soon 
as possible and offered the following specific recommendations: 

• The defined benefit stmcture used by the Retirement Funds should remain (as opposed to a 
defined contribution stmcture); 

• New employees should continue to become members of the Retirement Funds; 
• The Retirement Funds should be fiinded on an actuarial basis; 
• Changes in the Retirement Funds for new members, while recognized by the CSCP as 

undesirable, will probably be necessary; 
• Contributions to the Retirement Funds should be increased and revenue sources identified; 
• Employee contributions should not exceed the value of benefits on a career basis; 
• Review any provisions in current law for refunds or for altemative benefit calculations to ensure 

that the anticipated fmancial results of a reform program are actually obtained; 
• In general, no changes in the Retirement Funds should be made unless financially neutral or 

advantageous to the Retirement Funds, now or in the future; 
• A variety of other reforms should be considered, including reforming potential abuses, 

establishing sound reciprocity with other Illinois public pensions, implementing new stmcmres to 
manage investments of the Retirement Funds, and improving administration of disability claims 
and benefits; and 

• Any reform legislation must comprehensively and simultaneously address all aspects of the 
pension funding program. 

CSCP's recommendations were made prior to the enactment of the Pension Reform Act and P.A. 
96-1495. Certain of the CSCP's recommendafions, includmg changes in the Retirement Funds for new 
members, were part of the Pension Reform Act (with regard to MEABF and LABF) and P.A. 96-1495 
(with regard to the Police and Fire Funds). 
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Diversion of Grant Money to Police and Fire Funds Under P.A. 96-1495 

P.A. 96-1495 allows the State Comptroller to divert grant money from the State intended for the 
Cily to either of the Police and Fire Funds to satisfy contribution shortfalls by the City. If the Cily fails lo 
contribute to the Police and Fire Funds as required by the Pension Code, the City will be subject lo a 
reallocation of grants of Stale funds lo the City if (i) the City fails lo make the required paymenl for 90 
days past the due dale, (ii) the subject Retirement Fund gives notice of the failure lo the City and (iii) such 
Retu-ement Fund certifies to the Comptroller that sueh payment has not been made. Upon the occurrence 
of these events, the State Comptroller will withhold grants of Slate funds from the City in an amount not 
in excess of the delinquent paymcnl amouni in the following proportions: (i) in fiscal year 2016, one-
ihird of the Ciiy's Stale grant money, (it) in fisea! year 2017. luo-lhirds of the Cil \ 's Stale gmnl money, 
and (iii) in fiscal year 2018 and in each fiscal year thereafter, 100% of the Cir)''s Slate grant money. 

GASB Exposure Drafts 

On July 8, 2011, GASB released two exposure drafts (the "Exposure Drafts") which propose lo 
overhaul ihe manner in which governments and pension plans account for and report information 
regarding those pension plans. If enacted in Iheir current fonn, ihe Exposure Drafts would significantly 
alter the financial statements produced by the City and the Retirement Funds. However, because the Cily 
contributes to the Retirement Funds pursuant lo the methods established in the Pension Code, the 
Exposure Drafts would not impact the contiibutions made by the Cily without legislative action. No 
assurance can be given that the Exposure Drafts will be adopted by GASB in their current form. 

OTHER POST-EMPLOYMENT BENEFITS 

General 

The Cily and the Reliremenl Funds share the cost of posl-employmenl healthcare benefiis 
available to City employees participating in the Reliremenl Funds through a single-employer, defined 
benefit healthcare plan (the "Health Plan"), which is administered by the City. The costs of the Health 
Plan are shared pursuant to a settlement agreement (the "Settlement") entered into between the City and 
the Retirement Funds regarding the responsibility for payment of these health benefits as described below 
under "— The Settlement." 

The Health Plan provides health benefits to retirees. MEABF and LABF participants older than 
55 with al least 20 years of service and Police and Fire Plan participants older than 50 with at least 10 
years of service may become eligible for the Health Plan if they eventually become an annuitant. The 
Health Plan provides basic health benefiis to non-Medicare eligible annuitants and provides supplemental 
health benefits to Medicare-eligible annuitants. 

Annuitants who participate in the Health Plan have their retiree health insurance premiums 
subsidized by both the City and the Retuemenl Fund of which they are a member. The City contributes a 
percentage subsidy to each eligible annuitant. Annuitants who retired prior to July 1, 2005 receive a 55% 
subsidy from the Cily, whereas annuitants retiring on or after such dale receive a subsidy equal to 50%, 
45%, 40% or zero percenl based on the annuitant's length of acmal employment with the City. The 
RetiremenI Funds contribute a fixed dollar amount monthly ($65 for each Medicare-eligible annuitant and 
$95 for each non-Medicare eligible annuitant) for each of their annuitants. The annuitants are responsible 
for contribufing the difference between the cost of their health benefits and the sum of the subsidies 
provided by the City and the related Reliremenl Fund. 

The subsidies provided by the Retirement Funds are paid from the Pension Levy, as provided in 
the Pension Code. These payments therefore reduce the amounts available in the Retirement Funds lo 
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make payments on pension liabilities. Sec Tables 5-9 in "Retirement Funds—Funded Status of 
Retuement Funds" above for Retirement Funds' statement of net assets, which meorporates the expense 
related to the Health Plan as part of the "Admmislration" line item. The Cily makes the subsidy payments 
to the Health Plan from moneys derived from the Pension Levy. The Pension Levy is described in 
"Retirement Funds—Determination of City's Contributions" above. In 2010, the net expense to the City 
for providing these benefits to approximately 24,253 annuitants and their dependents was approximately 
$97 million (after adjustment for certain amounts received after publication of the City's Comprehensive 
Aimual Financial Report for the fiscal year ending December 31, 2010). 

The Settlement 

In 1987, the City sued the RetiremenI Funds with respect to the alleged obligation on the part of 
the City to provide healthcare benefits to certain retired City employees. The City mamtained that il was 
not obligated to provide healthcare benefits to such refired employees. Certain retired employees 
intervened as a class in the litigation, and the Retirement Funds countersued the City. To avoid the risk 
and expense of protracted litigation, the City and the olher parties entered into the Settlement, the terms of 
which have been renegotiated over lime. The Settlement expires on June 30, 2013. The City contributes 
lo die Health Plan as a result of the obligation established by the Settlement durmg the term of the 
Settlement (the "Settlement Period"). 

The Settlement does not provide for continuation of the Settlement beyond the end of the 
Settlement Period. Therefore, barring further action by the parties lo the Settlement to extend the 
Settlement Period, the City's obligafion to subsidize a portion of its retirees' payments for healthcare 
benefits will cease at the end of the Settlement Period. No assurance can be given that such an extension 
will not occur. 

City Financing of the Health Plan 

The Health Plan is funded on a pay-as-you-go basis. Pay-as-you-go fiinding refers to the fact that 
assels are not accumulated or dedicated to funding the Health Plan. Instead, the City contributes the 
amount necessary lo fund its share of the current year costs of the Health Plan. The City's contributions 
are made from funds derived from die Pension Levy, which is described above in "Retirement Funds— 
Determmation of City's Contributions" as required by the Pension Code. Sec Table 16 below for a 
schedule of hislorical contributions made by the City to the Health Plan. 

Actuarial Considerations 

Cily Obligation 

The City has an Actuarial Valuafion completed for its contributions to the Health Plan annually. 
The purpose and process behind an Acmariai Valuation is described above in "Retu-ement Funds—The 
Actuarial Valuation—Actuaries and the Actuarial Process." In addition, the Retirement Funds produce an 
Actuarial Valuation for the liability of such Retirement Fund to its retirees for the benefits provided under 
the Health Plan. 

Although these Actuarial Valuafions all refer to the liability owed for die same benefits, the 
results of the Retirement Funds' Actuarial Valuations differ significantly from the City's Actuarial 
Valuation for two reasons. First, unlike with respect to its retirees' pensions, the City is responsible for 
only a portion of the liabilities owed tmder the Health Plan, and the City is responsible for that portion of 
the liability only for the Settlement Period. Second, the Actuarial Valuations of the City and the 
Retirement Funds differ because the actuarial methods and assumptions used for each purpose vary. 
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This Appendix of the Official Statement addresses the funded status of the City's obligation to 
make payments for the post-employment healthcare benefits to be provided by the Health Plan and, 
therefore, the funded status of the Retirement Funds' obligalion with respect to the Health Plan will not be 
discussed herein. For additional informalion on the amounts owed to members of the RetiremenI Funds 
for retiree healthcare benefits, see the Actuarial Valuations of the Reliremenl Funds, which are available 
as described in "RetiremenI Funds—Source Information" above, and Note 11(b) to the City's Basic 
Audited Financial Slatements, appended lo this Official Statement as Appendix C. 

Actuarial Methods and Assumptions 

The Aetuaiiai Valuaiioii foi the City's obligation lo ihc Health Plan utilizes various actuarial 
luelliods and assumptions similar lo those described m ••Rciircnicni l-unds" abo\'e vviih respect to the 
Retirement Funds. The Cily does not use an Acmariai Method to calculate the Actuarial Value of Assets 
of the Health Plan because no assels are accumulated therein for payment of fumre benefits. As such, the 
Actuarial Value of Assets for the Health Plan is always zero. 

The Ciiy's Actuarial Valuation employs the Projected Unit Credit Method to allocate its costs. 
For more informalion on the Projected Unit Credit Method, see "Retirement Funds—Actuarial Methods" 
above. 

In the Aciuarial Valuation for the fiscal year ended December 31,2010, the actuarial assumptions 
included an annual healthcare cost trend rale of 12% initially, reduced by decrements lo an ultimate rate 
of 10.5%. Both rates included a 3% mflafion assumption. The Health Plan has not accumulated assets 
and does not hold any assets, however, the moneys expected to be used to pay benefits are assumed to be 
invested for durations which will yield an annual return rate of 3%. 

The Health Plan's UAAL is amortized over a closed 3-ycar period for purposes of the Actuarial 
Valuation, which reflects the remainder of the Settlement Period. The use of a closed, 3-year period has 
the effect of increasing the Actuarially Required Contribution against the typical 30-year open 
amortization period because (i) the period of time over which the UAAL will be amortized is shorter, and 
(ii) the amortization period reduces in each year as opposed to remaining at 30 years for each period 
going forward. 

Funded Status 
f 

The following tables provide information on the financial health of the Health Plan. As the 
Health Plan is funded on a pay-as-you-go basis and no assets are accumulated to pay for the liabilities of 
the Health Plan, the Funded Ratio with respect to the Health Plan is perpetually zero. The UAAL of the 
Health Plan was $533,387 million as of December 31, 2009. 

Table 15 summarizes the current finaneial condition and the funding progress of the Health Plan. 
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TABLE 15 - SCHEDULE OF FUNDING PROGRESS (1) 

Unfunded 
Actuarial Actuarial Actuarial UAAL as a 
Value of Accrued Accrued Funded Covered Percentage of 
Assets Liability Liability Ratio Payroll Payroll 

2006 $0 $1,307,417 $1,307,417 0% $2,502,154 52.01% 
2007 0 1,062,864 1,062,864 0% 2,562,007 41,49% 
2008 0 787,395 787,395 0% 2,475,107 31.81% 
2009 0 533,387 533,387 0% 2,546,961 20.94%, 

Sources: Comprehensive Annual Financial Report of the City for the fiscal years ending December 31,2006-2010. 

(1) In thousands of dollars. The City, as required, adopted GASB Statement No 45 in fiscal year 2007. The mformation provided in this 
table was not produced prior to 2007. 

Table 16 shows the amounts actually contributed lo the Health Plan by the Cily. 

TABLE 16 - HISTORY OF CITY'S CONTRIBUTIONS*'' 

Actual City 
Contribution 

2007 
2008 
2009 
2010 

$ 97,254 
98,065 
98,000 
107,431 

Sources: Comprehensive Annual Financial Report of the City for the fiscal years ending 2007-2010. 

(1) In thousands of dollars The City, as required, adopted GASB Statement No. 45 in fiscal year 2007 The information provided m this 
tabic was not produced prior to 2007 

Retiree Health Benefits Commission 

The Settlement provides for the creation of the Retiree Health Benefits Commission (the 
"RHBC"), which is tasked with reviewing proposed changes to retu-ee healthcare plans for the years 
2008-2013 and for making recommendations conceming retiree health benefits after July I, 2013. The 
RHBC's members are appointed by the Mayor of the City for terms that do not expire. The Settlement 
requires that the RHBC be composed of experts who will be objective and fair-minded as to the interest of 
both retirees and taxpayers, and must consist of a representative of the City and a representative of the 
Retuement Funds. As of the date of this Official Statement, the RHBC has not released any statement or 
report concemmg recommendations for post-employment healthcare benefits for City employees beyond 
the expiration of the Settlement on June 30, 2013. The recommendations to be made by the RHBC are 
not predictable and are imknown by the City at this time. The recommendations of the RHBC are not 
binding on the City. 
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APPENDIX F 

FORMS OF OPINIONS OF CO-BOND COUNSEL 



[THIS PAGE INTENTIONALLY LEFT B L A K K ] 



PROPOSED F O R M OF OPINION OF C O - B O N D COUNSEL 

[LETTERHEAD OF C O - B O N D COUNSELI 

|TO BE DATED CLOSING D A T E | 

Wc have examined a certified copy of the record of Ihc proceedings (the "Pmcecdings") of 
the City Council of the Cuy of Chicago (the "City"), including an ordinance adopted by the Cily 
Council of the City on the 5th day of October, 2011 (the "Ordinance"), as supplemented by a 
Notification of Sale (the "Notification of Sale"), relating to the issue of its fully registered General 
Obligafion Bonds, Project Scries 201 lA (the "Bonds"), in the aggregate principal amount of 
$210,640,000, dated November 30, 2011, due on January 1 of the years and in the amounts and 
bearing interest as follows: 

2032 $ 19,070,000 4.625% 
2035 63,045,000 5.250% 
2040 128,525,000 5.000% 

The Bonds due on January 1, 2035, are subject to mandatory redemption, in integral 
multiples of $5,000 selected by lot at a redemption price of par plus accrued interest to the 
redemption date, as provided by the Ordinance and the Notification of Sale, on January 1 of the 
years and in the principal amounts as follows: 

2033 $19,950,000 
2034 20,995,000 

The Bonds due on January 1, 2040, are subject to mandatory redemption, in integral 
multiples of $5,000 selected by lot at a redemption price of par plus accmed interest to the 
redemption date, as provided by the Ordinance and the Notification of Sale, on January 1 of the 
years and in the principal amounts as follows: 

2036 $23,260,000 
2037 24,425,000 
2038 25,645,000 
2039 26,925,000 

The Bonds are further subject to redemption prior to maturity at the option of the City as a 
whole, or in part, on January 1, 2021, or on any date thereafter, at the redemption price of par plus 
accrued interest to the redemption date, as provided by the Ordinance and the Notification of Sale. 

The Bonds are authorized and issued pursuant to the provisions of Section 6 of Article VII 
of the Illinois Constitution of 1970 and by virtue of the Ordinance, and we are of the opinion that 
the Proceedings show lawful authority for said issue under the laws of the State of Illinois now in 
force. 
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We have examined the form of bond prescribed for said issue and find the same in due form 
of law, and in our opinion said issue, in the amount named herein, is valid and legally binding upon 
the City, and all taxable property in the City is subject to the levy of taxes to pay the same without 
limitation as to rate or amount, except that the rights of the owners of the Bonds and the 
enforceability of the Bonds may be limited by bankruptcy, insolvency, moratorium, reorganization 
and other similar laws affecting creditors' rights and by equitable principles, whether considered at 
law or in equity, including the exercise of judicial discretion. 

It is our opinion that, subject to the City's compliance with certain covenants, under present 
law, interest on the Bonds is not includable in gross income of the owners thereof for federal 
income tax purposes and is not included as an item of tax preference in computing the altemative 
minimum tax for individuals and corporations under the Intemal Revenue Code of 1986, but is 
taken into account in computing an adjustment used in determining the federal altemative minimum 
tax for certain corporations. Failure to comply with certain of such City covenants could cause 
interest on the Bonds to not be excludable fi-om gross income for federal income tax purposes 
retroactively to the date of issuance of the Bonds. Ownership of the Bonds may result in other 
federal tax consequences to certain taxpayers, and we express no opinion regarding any sueh 
collateral consequences arising with respect to the Bonds. 

Interest on the Bonds is not exempt from present State of Illinois income taxes. Ovraership 
of the Bonds may result in other state and local tax consequences to certain taxpayers, and we 
express no opinion regarding any sueh collateral consequences arising with respect to the Bonds. 

We express no opinion herein as to the accuracy, adequacy or completeness of any 
information furnished to any person in connection with any offer or sale of the Bonds. 

In rendering this opinion, we have relied upon certifications of the City with respect to 
certain material facts within the City's knowledge. Our opinion represents our legal judgment 
based upon our review of the law and the facts that we deem relevant to render such opinion and is 
not a guarantee of a result. This opinion is given as of the date hereof and we assume no obligation 
to revise or supplement this opinion to reflect any facts or circumstances that may hereafter come to 
our attention or any changes in law that may hereafter occur. 
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PROPOSED F O R M OF OPINION OF C O - B O N D COUNSEL 

[LETTERHEAD OF C O - B O N D COUNSEL) 

[TO BE DATED CLOSING DATE) 

We have examined a certified copy of the record of the proceedings (the "Proceeding'̂ ") of 
the City Council of the City of Ciiicago (the "Ctly"). including an ordmance adopted by the City 
Council of the City on the 5th day of October, 2011 (the "Ordinance"), as supplemented by a 
Notification of Sale (the "Notification of Sale "), relating to the issue of its fully registered 6.034% 
General Obligalion Bonds, Taxable Project Series 201 IB (the "Bonds"), in the aggregate principal 
amount of $205,705,000, dated November 30, 2011, due on January 1, 2042, subject to mandatory 
redemption, in integral multiples of $5,000, at a redemption price of par plus accmed interest to the 
redempfion date, on January 1, 2041, in the principal amount of $99,840,000, and further subject to 
redemption prior to maturity at the option of the City upon the terms as provided by the Ordinance 
and the Notification of Sale. 

The Bonds are authorized and issued pursuant to the provisions of Section 6 of Article VI! 
of the Illinois Constitution of 1970 and by virtue of the Ordinance, and we are of the opinion that 
the Proceedings show lawfU! authority for said issue under the laws of the State of Illinois now in 
force. 

Wc have examined the form of bond prescribed for said issue and find the same in due form 
of law, and in our opinion said issue, in the amount named herein, is valid and legally binding upon 
the City, and all taxable property in the City is subject to the levy of taxes to pay the same without 
limitation as to rate or amount, except that the rights of the owners of the Bonds and the 
enforceability of the Bonds may be limited by bankruptcy, insolvency, moratorium, reorganization 
and other similar laws affecting creditors' rights and by equitable principles, whether considered at 
law or in equity, including the exercise of judicial discretion. 

It is our opinion that under present law, interest on the Bonds is not excludable from gross 
income of the owners thereof for federal income tax purposes. Ownership of the Bonds may result 
in other federal income tax consequences to certain taxpayers. Bondholders should consult their 
own tax advisors conceming tax consequences of ownership of the Bonds. 

Interest on the Bonds is not exempt from present State of Illinois income taxes. Ownership 
of the Bonds may result in other state and local tax consequences to certain taxpayers, and we 
express no opinion regarding any such collateral consequences arising with respect to the Bonds. 

We express no opinion herem as to the accuracy, adequacy or completeness of any 
infomiadon furnished to any person in connection with any offer or sale of the Bonds. 

In rendering this opinion, we have relied upon certifications of the City with respect to 
certain material facts within the City's knowledge. Our opinion represents our legal judgment 
based upon our review of the law and the facts that we deem relevant to render sueh opinion and is 
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not a guarantee of a result. This opirtion is given as of the date hereof and we assume no obhgation 
to revise or supplement this opinion to reflect any facts or circumstances that may hereafter come to 
our attention or any changes in law that may hereafter occur. 
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CITY OF CHICAGO • GENERAL OBLIGATION BONDS, PROJECT SERIES 2011A AND TAXABLE PROJECT SERIES 2011B 



S C H E D U L E I A 

TERMS AND AUTHORIZATION 

$210,640,000 GENERAL OBLIGATION BONDS 
PROJECT SERIES 2011A 

1. Aggregate Principal Amount: $210,640,000 

2. Dated. November 30, 2011 

3. Principal Amounts, Inleresl Rate, Maturity, Price and CUSIP Number: 

$19,070,000 4.625% Serial Bonds due January 1, 2032, Price 98.389% CUSIP: 167486 NE5 

$63,045,000 5.250% Term Bonds due January 1, 2035, Price 102.758% CUSIP: 167486 NF2 

$128,525,000 5.000% Term Bonds due January 1, 2040, Price 99.398%o CUSIP: 167486 NGO 

4. Interest Payment Dates. 

July U 2012, and semiannually thereafter on each January 1 and July 1. 

5. Redemption 

The Series 2011A Bonds are subject to both optional and mandatory redemption prior to 
maturity, as described below. The Series 2011A Bonds shall be redeemed only in principal 
amounts of $5,000 and integral multiples thereof. 

Optional Redemption of the Series 2011A Bonds. The Series 201 IA Bonds are 
redeemable prior to maturity at the option of the City, in whole or in part, on any date on or after 
January 1, 2021, and if less than all of the outstanding Series 2011A Bonds are to be redeemed, 
the Series 2011A Bonds to be called shall be called by lot and in accordance with the procedures 
of the Depository Trust Company ("DTC"), at a redemption price equal to the principal amount 
of the Series 2011A Bonds being redeemed plus accrued interest to the date fixed for 
redemption. 

The City is authorized to sell or waive any right the City may have to call any of the 
Series 2011A Bonds for optional redemption, in whole or in part; provided, that such sale or 
waiver will not adversely affect the exclusion of interest on the Series 2011A Bonds for federal 
income tax purposes. 

Mandatory Redemption of the Series 2011A Bonds. The Series 2011A Bonds due 
January 1, 2035, and January 1, 2040, are subject to mandatory redemption prior to maturity, in 
each case at par and accrued interest to the date fixed for redemption, on January 1 of the 
following years and in the following principal amounts, and, if less than all of the Series 2011A 



Bonds are to be redeemed prior to maturity, the Series 2011A Bonds being redeemed, or portions 
thereof to be redeemed, will be selected by lot and in accordance with the procedures of DTC. 

Series 2011A Bonds due January 1, 2035 
Year Principal Amount 

2033 $19,950,000 
2034 20,995,000 

Series 2011A Bonds due January 1, 2040 
Year Principal Amount 

2036 $23,260,000 
2037 24,425,000 
2038 25,645,000 
2039 26,925,000 



S C H E D U L E IB 

TERMS AND AUTHORIZATION 

$205,705,000 GENERAL OBLIGATION BONDS 

T A X A B L E PROJECT SERIES 2011B 

1. Aggregate Principal Amount: $205,705,000 

2. Doled November 30, 2011 

3. Maturity, Interest Rate, Price and CUSIP Number: 

TermBondsdue January 1,2042, 6.034%, Price 100%, CUSIP: 167486 NN5 

4. Interest Payment Dates. 

July 1, 2012, and semiannually thereafter on each January 1 and July 1. 

5. Redemption 

The Taxable Series 201 IB Bonds are subject to both optional and mandatory redemption 
prior to maturity, as described below. The Taxable Series 201 IB Bonds shall be redeemed only 
in principai amounts of $5,000 and integral multiples thereof 

Optional Redemption of the Taxable Series 2011B Bonds with Make Whole 
Payment. The Taxable Series 201 IB Bonds shall be subject to redemption prior to maturity at 
the option of the City, in whole or in part, on any date at a redemption price equal to the greater 
of (A) the principal amount of Bonds of such series to be redeemed, or (B) the sum of the 
present values of the remaining scheduled payments of principal and interest on the Taxable 
Series 201 IB Bonds to be redeemed, not including any portion of those payments of interest 
accrued and unpaid as of the date such bonds are to be redeemed, discounted to the date of 
redemption of the Taxable Series 201 IB Bonds to be redeemed on a semiannual basis (assuming 
a 360-day year consisting of twelve 30-day months) at the Treasury Rate (defined below) plus 50 
basis points, plus accrued interest on the Bonds of such series being redeemed to the date fixed 
for redemption. 

The make whole optional redemption price of the Taxable Series 201 IB Bonds to be 
redeemed will be calculated by an independent accounting firm, investment banking firm or 
financial advisor (the "Calculation Agenf) retained by the City at the City's expense. The Bond 
Registrar and the City may rely on the Calculation Agent's determination of the make whole 
optional redemption price and will not be liable for such reliance. An authorized officer of the 
City shall confirm and transmit the redemption price as so calculated on such dates and to such 
parties as shall be necessary to effectuate such redemption. 

The "Treasury Rate" is, as of any redemption date, the yield to maturity as of such 
redemption date of Treasury securities with a constant maturity (as compiled and published in 



the most recent Federal Reserve Statistical Release H.15 (519) that has become publicly 
available four Business Days (as defmed below) prior to the redemption date (excluding inflation 
indexed securities) (or, if such Statistical Release is no longer published, any publicly available 
source of similar market data)) most nearly equal to the period from the redemption date to the 
maturity date of the Bonds of such series to be redeemed; provided, however, that if the period 
from the redemption date to such maturity date is less than one year, the weekly average yield on 
actually traded Treasury securities adjusted to a constant maturity of one year will be used. 
"Business Day" means any day other than a day on which banks in New York, New York, 
Chicago. Illinois, or the city in which the Bond Registrar maintains its designated office are 
required or aulhori/ed lo close. The Treasury Rale will be delciinincd by an independenl 
accounting firm, investment banking firm or financial advisor retained by the City at the City's 
expense. 

The City is authorized to sell or waive any right the City may have to call the Taxable 
Series 2011B Bonds for optional redempfion. 

Mandatory Redemption of the Taxable Series 2011B Bonds. The Taxable Series 
201 IB Bonds are subject to mandatory redemption at a redemption price equal to the principal 
amount thereof, plus accrued interest to the date fixed for redemption, on January 1 of the 
following year and in the following principal amount: 

Year Pnncipal Amount 
2041 $99,840,000 

Selection of Taxable Scries 2011B Bonds for Redemption. If less than all of the 
Taxable Series 201 IB Bonds are to be redeemed prior to maturity, the Taxable Series 201 IB 
Bonds being redeemed, or portions thereof to be redeemed, will be selected on a pro-rata pass-
through distribution of principal basis to the extent permitted by and in accordance with 
procedures of The Depository Trust Company ("DTC"). If the DTC operational arrangements 
do not allow for the redemption of the Taxable Series 201 IB Bonds on a pro-rata pass-through 
distribution of principal basis, then the Taxable Series 201 IB Bonds will be selected for 
redemption in accordance with DTC procedures, by lot. 

6. Refunded Commercial Paper Notes 

Commercial Paper Notes 2002 Program Series B (Taxable) 

Maturity Issue Date Maturity Amount 

10/13/2011 12/14/2011 $86,500,000 



S C H E D U L E II 

N O T I F I C A T I O N OF T A X A B A T E M E N T 



NOTIFICATION OF T A X A B A T E M E N T 

CITY O F CHICAGO 

$ 210,640,000 
GENERAL OBLIGATION BONTDS, 

PROJECT SERIES 201 1 A 

5205,705,000 
GENEiî vL OBLIGATION BONDS, 

TAXABLE PROJECT SERIES 2011B 

State of Illinois ) 
) SS 

County of Cook) 

To: The City Council of the City of Chicago 

Please be advised that responsive to authority contained in an Ordinance (the 
"Ordinance") adopted by the City Council (the "0/> Councir) of the City of Chicago (the 
"City') on October 5, 2011, authorizing the issuance of up to $500,000,000 aggregate principal 
amount of general obligation bonds of the City, the City issued its $210,640,000 aggregate 
principal amount of General Obligation Bonds, Project Series 2011A (the "Series 201 lA Bonds'') 
and $205,705,000 aggregate principal amount of General Obligation Bonds, Taxable Project 
Series 20118 (the "Taxable Series 201 IB Bonds" and together with the Series 201 l A Bonds, the 
"Bonds"), pursuant to a Bond Purchase Agreement entered into with BMO Capital Markets 
GKST Inc., as representative of certain underwriters on November 8, 2011, providing for the sale 
of the Bonds, by the City's Chief Financial Officer, with the concurrence of the Chairman of the 
Committee on Finance of the City Council, each of the Bonds being dated their date of issuance. 

Capitalized terms used herein without defirution have the meanings assigned to 
such terms in the Ordinance. 

Notification of the sale of the Bonds to the City Council and of the determinations 
made by the Chief Financial Officer of the City with respect to the sale of the Bonds, the filing of 
the Bond Purchase Agreement, and the Official Statement for the Bonds, all as provided for or 
required by the Ordinance was made by the filing with the City Clerk of a Notification Of Sale 
issued by the Chief Financial Officer on the date of issuance of each of the Bonds and dated 
November 30, 2011. 

Pursuant to Section 12 of the Ordinance, please be further advised that the amoimt 
of the armual tax levy requirements for the payment of the principal of and interest on the Bonds 
will be less than the levy of taxes authorized in Section 7 of the Ordinance. Such amounts and 
the disposition of collections of the tax levy authorized in Section 7 of the Ordinance in excess of 
any amount required for the payment of the principal of and interest on the Bonds are specified 
in Exhibit 1 attached hereto. 



Respectfully submitted as of this 8 th day of Nov&nher 2011. 

LOT^A'Scott 
Chief Financial Officer 



L E V Y 

YEAR 

EXHIBIT 1 

T A X WHICH IS 

TO BE 
AMOUNT OF EXTENDED 

T A X LEVIED IN FOR 
BOND EXCESS L E V Y PAYMENT OF 

ORDINANCE TO BE A B A T E D THE BONDS 

2011 $150,000,000.00 $150,000,000.00 $0.00 
2012 150,000,000 00 150,000,000.00 0 00 
2013 150,000,000 00 126,969,660.30 23 030,339 70 
2014 150,000,000.00 126,969,660.30 23,030,339 70 
2015 150,000,000.00 126,969,660.30 23,030,339.70 
2016 150,000,000.00 126,969,660.30 23,030,339.70 
2017 150,000,000.00 126,969,660,30 23,030,339.70 
2018 150,000,000,00 126,969,660.30 23,030,339,70 
2019 150,000,000.00 126,969,660,30 23,030,339.70 
2020 150,000,000.00 126,969,660.30 23,030,339.70 
2021 150,000,000.00 126,969,660.30 23,030,339.70 
2022 150,000,000.00 126,969,660.30 23,030,339.70 
2023 150,000,000.00 126,969,660.30 23,030,339.70 
2024 150,000,000.00 126,969,660,30 23,030,339.70 
2025 150,000,000.00 126,969,660.30 23,030,339.70 
2026 150,000,000.00 126,969,660.30 23,030,339.70 
2027 150,000,000 00 126,969,660.30 23,030,339.70 
2028 150,000,000.00 126,969,660.30 23,030,339.70 
2029 150,000,000.00 126,969,660.30 23,030,339.70 
2030 150,000,000.00 107,899,660.30 42,100,339.70 
2031 150,000,000.00 107,901,647.80 42,098,352.20 
2032 150,000,000.00 107,904,022.80 42,095,977.20 
2033 150,000,000.00 107,901,260.30 42,098,739.70 
2034 • 150,000,000.00 , 107,901,510.30 42,098,489.70 
2035 150,000,000.00 107,899,510.30 42,100,489.70 
2036 150,000,000.00 107,900,760.30 42,099,239.70 
2037 150,000,000.00 107,903,010.30 42,096,989.70 
2038 150,000,000 00 107,904,260.30 42,095,739.70 
2039 150,000,000.00 37,747,760.30 112,252,239.70 
2040 150,000,000.00 37,747,105 90 112,252,894.10 
204! 150,000,000.00 150,000,000.00 0.00 
2042 150,000,000.00 150,000,000.00 0.00 
2043 150,000,000.00 150,000,000.00 0.00 

2044 150,000,000.00 150,000,000.00 0.00 

2045 150,000,000.00 150,000,000.00 0.00 
2046 150,000,000,00 150,000,000.00 0.00 

2047 150,000,000.00 150,000,000.00 0.00 

2048 150,000,000.00 150,000,000.00 0.00 

2049 150,000,000.00 150,000,000.00 0.00 

2050 150,000,000.00 150,000,000.00 0.00 

2051 150,000,000.00 150,000,000.00 0.00 



ACKNOWLEDGMENT OF FILING NOTIFICATION OF SALE 

The foregoing Notification of Sale of $210,640,000 aggregate principal amount of 
General Obligation Bonds, Project Series 2011A and $205,705,000 aggregate principal amount 
of General Obligation Bonds, Taxable Project Series 201 IB of the City of Chicago (the "City") 
has been filed in my office as City Clerk of the City and is part of the official files and records of 
my office. 



IN WITNESS WHEREOF, I have hereunto affixed my signature and caused to be affixed 
hereto the corporate seal of the City this 30 th day of November 2011. 

Susana A. Mendoz 
City Clerk 

[Seal] 


