














FINANCIAL REPORT

Capital Improvement
Lk |

The Capital Improvement Program (CIP) is designed to
relieve overcrowding and renovate school buildings to
enhance the educational environment. Chicago Public
School’s CIP uses a phased prototype renovation process
that allows us to restore buildings while minimizing the
impact on students and maximizing the benefit to the
community. Since the inception of the CIP in 1995, the CIP
has made a significant impact on the physical quality of our
schools, which in turn has made a substantial impact on
our students’ learning environment.

Finding resources to fund the CIP is an ongoing effort. Over
the past 15 years, the program has grown in scope to over
$5.5 billion. Local resources have been the primary source
of funds for this program. In FY2010, the state adopted a
major new capital program to provide funding for statewide
K-12 capital projects over six years. CPS expected to
receive more than $440 million over those six years,
including a significant amount in FY2010. As a result of the
state’s fiscal challenges during FY2010, CPS received none
of this expected revenue.

Capital Assets

As of June 30, 2010, CPS had $8.2 billion invested in a
broad range of capital assets, including land, buildings,
improvements, and equipment. Capital assets increased
from last year by $565 million before depreciation.

14

L55060.indd 14

New Construction and Renovations
In fiscal year 2010, CPS completed the following projects:
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That makes for a total of 176 projects completed during

FY2010. Six new schools opened in September 2010
(2010-2011 School Year).

Modern Schools Across Chicago Program

In June 2006, Mayor Richard Daley announced the Modern
Schools Across Chicago (MSAC) program, a partnership
between the City and CPS to provide over $1 billion in
school construction over 6 years. The program includes
citywide projects representing Chicago’s highest priority
needs: new high schools to increase capacity, major high
school renovations to provide modern facilities and new
elementary schools to relieve overcrowding.
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Long-Term Debt

As of June 30, 2010, CPS had $5.8 billion in total debt,
including accreted interest and capitalized lease obligations
outstanding versus $5.08 billion for FY2009 an increase of
14%. The percentage change in outstanding debt represent
the combined effects of new debt issued in FY2010, low
principal retirements, and accreted interest on capital
appreciation bonds.

Bond Issuances

In FY2010, CPS issued its Series 2009D bonds and its
Series 2010AB bonds to refund the Series 2004DE and
Series 2004C-2 and Series 2005D-2 bonds. As a result of
increased interest cost to CPS caused by the decrease in
ratings of existing liquidity and/or insurance providers for
Variable Rate Demand Bonds, CPS restructured the Series
2004DE bonds with fixed rate debt. CPS completed the
refunding to reduce its total future debt service.

CPS also issued its Series 2009E Build America bonds,
Series 2009F bonds and Series 2009G Qualified School
Construction bonds to finance the Capital Improvement
Program (“CIP”). The Build America and Qualified School
Construction bonds take advantage of opportunities created
by Federal stimulus to lower the cost of funding the CIP. The
revenue source pledged for the repayment of these bonds is
General State Aid.

Debt Ratings

Investors who purchase municipal bonds use debt ratings
as an indicator of the financial stability of an organization
and consequently the safety and security of the debt sold
by that organization. In general, higher credit ratings often
result in lower borrowing costs via reduced interest rates
paid on municipal bonds. Strong ratings also promote a
wider market by attracting more buyers of municipal bonds.

Bond Issuances

CPS Debt Ratings
Oct. 2010 FY2010* FY2009

Fitch Ratings A+ AA- A+
Moody’s Investor Service Aa2 Aa2 Al
Standard and Poor’s AA- AA- AA-

*Reflects recalibration by Moody’s and Fitch.
Highest rating is ‘AAA’; lowest is ‘D’

There are three major rating agencies that assign ratings

to municipal debt, including the debt issued by CPS. As

of fall 2010, CPS’ current ratings are AA-, Aa2, and A+ by
Standard and Poor’s, Moody’s Investor’s Service, and Fitch
Ratings, respectively. These ratings are considered relatively
strong by investors, helping to attract investors looking to
buy high-quality municipal bonds.

CPS'’ ratings fluctuated in the spring and fall of 2010
compared to 2009. In spring 2010, two of the three major
rating agencies changed their municipal ratings scale,
recalibrating it to align more closely with the corporate rating
scale. Many organizations, including CPS, experienced a
strengthening in their ratings as a result. Moody’s Investor’s
Service and Fitch Ratings raised CPS’ rating to Aa2 and
AA- respectively, while its rating from Standard and Poor’s
remained the same as 2009 at AA-. Subsequently, Fitch
Ratings downgraded CPS’ rating to the current A+ level,
from AA-. Standard and Poor’s and Moody’s maintained
their ratings of AA- and Aa2, respectively.

Special Type of

Date Purpose Amount Series Unlimited Tax General
(In Thousands) Obligation Bonds
Jul. 2009 Refunding previously $75,720 2009D Refunding
issued bonds
Sep. 2009 Finance Capital $518,210 2009E Build America Bonds
Improvements $ 29,125 2009F
Dec. 2009 Finance Capital $254,240 2009G Qualified School
Improvements Construction Bonds
Feb. 2010 Refunding previously $205,965 2010AB Refunding
issued bonds
Total $1,083,260
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Three More CPS Schools Earn
Designation As “Schools to Watch”

This year Evergreen Academy Middle School, Arthur

A. Libby Elementary & Middle School and Little Village
Academy were noted as lllinois Horizon “Schools to Watch”
by the Association of llinois Middle-Level Schools (AIMS)
and the National Forum to Accelerate Middle-Grades
Reform. These three schools will join Thurgood Marshall
Middle School as Schools to Watch within CPS. Each
school received recognition at a special school ceremony
and at the National Forum Schools to Watch Conference in
Washington, D.C. in June.

Essay Finalist
Stands Out as Money Smart Kid

A CPS student from Whitney M. Young Magnet High
School prevailed over more than 450 other students in the
Federal Reserve Bank of Chicago’s recent Money Smart
Kid contest. In his essay, the student descibed his desire
to work in investment banking after college. He is working
towards his goals with about $500 in a savings account
and a stock portfolio that has picked up such beaten-down
stocks as Citigroup, Fannie Mae and Toyota.

Since accepting the scholarship grand prize for the Money
Smart Kid essay contest in April 2010, the winner has
been anything but idle. He has continued to engage in
financial literacy efforts through speaking opportunities and
writing posts in various youth financial publications such as
the Young America Saves newsletter and On the Money
Magazine. HSBC sponsors the contest and gives the
winner a $5,000 scholarship.

National Board Certified Teachers

In 2010, 310 CPS teachers achieved certification from

the National Board for Professional Teaching Standards.
Chicago ranked second in the nation for the number of
teachers who achieved certification in 2010. In total, CPS
now has 1,804 teachers who have achieved the prestigious
National Board certified (NBC) status, the highest
professional credential a classroom teacher can attain.
NBC teachers working in CPS earn a salary stipend of
$1,750 per year. In FY2010, these teachers received more
than $2 million dollars in state stipends.
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Five CPS Teachers
Win Golden Apple Awards

Five CPS teachers were named winners of the prestigious
Golden Apple award. Honorees include math, science and
literature instructors from King College Prep High School,
Michele Clark High School, Chicago Academy High School,
Kelly High School and Phoenix Military Academy.

Real Life Experience

Students from nearly 50 high schools citywide gained an
up-close look at the world of work and learned first-hand
how the skills they develop in the classroom translate to a
job within their field of interest. Throughout the month of
February 2010, more than 1,000 Chicago Public Schools
students visited 100 Chicago-area businesses as part of
the district’s Job Shadow Initiative.

CPS has implemented several career programs for our
students including an eight-week Pharmacy Enrichment
Program for high school students interested in pharmacy or
other health related professions. As part of the Pharmacy
Enrichment Program, students participate in a two part
program that includes a three-week program at the UIC
College of Pharmacy providing shadowing, mentoring,
tutoring, academic enrichment, and career counseling. The
program concludes with a five-week paid work program at
a local CVS pharmacy.

Rewarding High Performance

The U.S. Department of Education awarded the Chicago
Public Schools a $35.9 million grant—the largest
competitive grant in CPS history—to support projects that
develop and implement performance-based compensation
for teachers and principals. The grant will help strengthen
educators throughout the district by rewarding excellence,
attracting principals and teachers to high-need and hard-
to-staff areas, and providing all teachers and principals with
the support and feedback they need to succeed.

Three of CPS’ institutional partners were also awarded
grants totaling $45 million dollars from the U.S. Department
of Education. CPS will be a major beneficiary of these
grants which will be used to implement programs that help
improve teacher preparation by allowing the colleges and
universities to transform and improve traditional teacher
preparation and residency programs in high-needs CPS
schools.
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Glossary of terms

BUDGET Allocation of avallable revenue in
accordance with the spending guidelines and policies
of the revenue sources to carry out educational goals
of the school district.

BOND A written promise to pay a specified sum of
money, called the face value or principal amount,
at a specified date in the future (the maturity date),
together with periodic interest at a specified rate.

CAPITAL ASSETS All tangible property which
cannot easly be converted into cash and which is
usually held for a long period, including real estate,
equipment, etc.

CAPITAL IMPROVEMENT Any permanent structure
or other asset in real estate added 1o a property that
adds 1o its value, whether through new construction
or renovation.

DEBT RATINGS A grade assigned by credit rating
agencies that evaluate the credit worthiness of a
corporation’s debt issues. A rating is specified by a
letter classification, such as AAA, B, or CC. This rating
s a financial indicator to potential investors of debt
securities (i.e. bonds).

DEBT SERVICE FUND Governmental fund type
used to account for the accumulation of resources
for, and the payment of, general long-term debt
principal and interest,

EXPENDITURE The payment of obligation (liability).

FUNCTION A group of activities directed toward a
specific service of the school district.

FUND ACCOUNTING Accounting whereby nonprofit
organizations and organizations in the public sector
are measured by accountability instead of profitability.
These organizations have a need for special reporting
to financial statements users that show how money is
spent, rather than how much profit was eamed.

GOVERNMENT-WIDE FINANCIAL STATEMENTS
Financial statements that incorporate all of the school
district's financial activities into two statements:

the statement of net assets and the statement of
activities.

LONG-TERM DEBT Loans and obligations
with a maturity of longer than one year; usually
accompanied by interest payments.

NET ASSETS Resources remaining when the school
district deducts all of their financial obligations from
the assets they own.

OPERATING FUND The primary fund used to
account for all financial fransactions relating to current
operations.

RESOURCES Funds recognized in the accounting
period in which they become susceptible to accrual
— that Is, when they become both measurable and
available to finance expenditures of the fiscal period.

UNRESTRICTED The portion of net assets avalable
fo be used or spent in the future.
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Please contact us if you would like additional copies of this report or copies of our
Comprehensive Annual Financial Report (CAFR). Both reports are available at 773-553-2710 Phone
www.cps.edu on the “About CPS: Financial Information: Annual Report” page. 773-553-2711 Fax
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