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VILLAGE OF SCHAUMBURG

ANNUAL BUDGET
RENAISSANCE SCHAUMBURG
HOTEL AND CONVENTION CENTER
FOR THE FISCAL YEAR ENDING JANUARY 2, 2009

November 6, 2007

The Honorable President Larson and Board of Trustees
Residents of the Village of Schaumburg

[ am pleased to present the proposed budget for the Village-owned Renaissance Schaumburg Hotel and
Convention Center for the fiscal year beginning December 29, 2007 and ending January 2, 2009 (the “2008
Budget”).

The budget for the hotel and convention center enterprise operation is presented separate and apart from the
Village’s primary budget document due to the fact the hotel and convention center was assigned a different
fiscal year. On December 13, 2005 the Village Board passed Ordinance 05-200, setting the fiscal year-end
of the hotel as the Friday closest to December 31%, effective with the fiscal period beginning May 1, 2006.
The fiscal year of the hotel and convention center was changed to coincide with the fiscal year utilized by
both Marriott and Renaissance Hotel Management Company, the manager of the Village’s hotel. The
Qualified Management Agreement between Renaissance and the Village calls for the accounting and
financial reporting of the hotel and convention center to be on the same fiscal year as Renaissance and
Marriott. For 2008 the closest Friday falls on January 2, 2009. Therefore, this proposed budget is based on
53 weeks rather than the normal 52 weeks.

At one point there were four funds established that related to the hotel and convention center; the Series
2004B SCC Debt Service Fund, the Series 2004B SCC Project Fund, the Hotel/Convention Center Fund, and
the Renaissance Hotel & Convention Center Operating Fund. The Series 2004B SCC Debt Service Fund
was created pursuant to the bond ordinance to account for a portion of the bond proceeds used for interest
expense and to account for other resources to be used for the payment of bond principal and interest. The
Series 2004B SCC Project Fund was created to account for the use of bond proceeds for the construction of
the hotel and convention center. The Hotel/Convention Center Fund was created to account for the tax
revenues dedicated to the project and collected by the Village, and the Renaissance Hotel and Convention
Center Operating Fund was created to account for the operating revenues and expenses of the hotel and
convention center as managed by Renaissance Hotel Management Company. For purposes of annual
financial reporting, all the funds are combined into one enterprise fund.

With the depletion of the bond proceeds set aside for debt service in the fiscal period ended December 29,
2006, the debt service fund was closed and merged into the Hotel and Convention Center Fund. With the
anticipated completion of all construction punch list items in the fiscal year ending January 2, 2009, the

Series 2004B SCC Project Fund will be closed and merged with the Hotel and Convention Center Fund as
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well. This will leave just two funds; one in which the Village is responsible for the financial activity and one
in which Renaissance Hotel Management is responsible for the financial activity.

It is important to note that the budget for the Renaissance Hotel and Convention Center Operating Fund was
prepared using the budget figures provided by Renaissance as reflected in their proposed 2008 business plan.
The 2008 business plan is being presented to the Committee of the Whole on November 20, 2007.

2008 BUDGET SUMMARY

The hotel and convention center is proving to be the financial success that the Village’s elected officials,
staff, and consultants predicted. The Renaissance Hotel and Convention Center Fund is showing 2008 net
income of $3,166,578. The transfer to the Village’s Hotel and Convention Center Fund for debt service is
estimated at $6,350,000, covering 55.6% of the debt service expense on the bonds issued for the project. The
2007 transfer totaled $4,966,344, representing 43.5% of debt service expense. During 2008 the Furniture,
Fixtures and Equipment (FF&E) reserve account is expected to increase by $864,703, and the Capital reserve
account is expected to increase by $1,000,273.

The following table presents a basic summary of the entire hotel and convention center budget.

2008 Total Hotel and Convention Center Budget

2007 2007 - 02008 1 Y%
R : Budget ) PIOJCCth |  Budget | Change
Revenues $47,102,980 $51,855,538 $57,110,712 21.2 %
Expenses 49,208,246 50,076,327 56,561,530 14.9 %
Operating Income (Loss)

Before Depreciation (2,105,266) 1,779,211 549,182 | (126.1)%
Depreciation Expense (7,438,849) (9,561,821) (9,877,349) 32.8 %
Net Income Before
Capitalizing Fixed Assets (9,544,115) (7,782,610) (9,328,167) (2.3)%

2008 revenues are estimated at $57,110,712, an increase of 10.1% over the current projections for 2007, and
21.2% higher than the 2007 budget. Expenses (excluding depreciation) are budgeted at $56,561,530, an
increase of 13.0% over the current projections for 2007 and 14.9% higher than the 2007 budget. Combined
net operating income before depreciation expense is estimated at $549,182 for 2008. A net loss of
$9,328,167 is reflected in the budget after depreciation and amortization expense of $9,877,349 is charged
against income. It should be pointed out that the above figures do not take into consideration the
capitalization of fixed assets, which reduces expenses, projected at $2,625,121 for 2007 and $2,615,651 for
2008.

- A budget summary of all funds relating to the hotel and convention center can be found onpage 12.

For annual financial reporting purposes, the three funds being maintained will be combined into one
enterprise fund, with $6,350,000 of interfund transfers being eliminated. On this basis, the 2008 budget
would show revenue of $50,760,712 and expenses (excluding depreciation) of $50,211,530, resulting in net
income before depreciation of $549,182, the same figure as reported above. The following two pie charts
show the composition of consolidated revenue by source and expense totals (before depreciation) by type.




As can be seen, revenue from operations represents 86% of consolidated revenue, while Village-wide taxes
used to fund the project represents only 9%. Operating expenses of the hotel and convention center represent
69% of the consolidated budget, while debt service represents 23%.

2008 Budget Summary (Consolidated Basis)

2008 Revenues 2008 Expenses
Operating
Vilage 1 ierest
- Taxes Income
Hotel Direct 9%

1%

Taxes
4%

Hotel/CC

Operations 69%

6%

Comparison to 2004 Financing Plan:

In the aggregate, actual hotel and convention center financial results are exceeding the projections factored
into the financing plan approved by the Village Board in 2004. For 2007, total revenue is expected to exceed
the financing plan projections by 7.5%. Rather than drawing down reserves in 2007 as called for in the
financing plan, reserves were actually increased by $53,910. For 2008, total revenue is expected to exceed
the financing plan projections by 5.7%, resulting in a surplus of $1,516,273 surplus as opposed to $819,644.
The following table compares both the 2007 projected and 2008 budgeted revenue sources and debt service
to the 2004 financing plan. :

Revenues and Expenses Compared to Financing Plan

: \ Financing Financing " | ;
Financing Plan Plan: 2007- 2007 % Plan: 2008 2008 %
Component Projection Projected - | Variance Projection Budget Variance

Transfer from Hotel/CC | $4,792,000 | $ 4,966,344 3.6 % $ 6,101,000 [ $ 6,350,000 4.1%

Amusement Tax 515,113 1,075,729 108.8 522,839 1,097,244 109.9
Hotel Tax -Village Wide 1,409,483 1,522,215 8.0 1,474,699 1,567,881 6.3
Telecomm Tax 2,440,160 1,894,510 (22.4) 2,464,562 1,791,474 | (27.3)
" Hotel Direct Taxes 1,428,000 1,773,119 24.2 1,605,000 1,953,979 21.7
Interest Income 92,199 246,256 167.1 75,807 179,958 | 137.4
Total Revenue 10,676,955 11,478,173 7.5 % 12,243,907 12,940,536 5.7 %
Debt Service Expense (11,424,263) | (11,424,263) 0.0 (11,424,263) | (11,424,263) 0.0
Surplus (Deficit) $ (747,308) | $ 53,910 | 107.2 % $ 819,644 |[$ 1,516,273 85.0 %

The 2008 transfer from Renaissance to the Village is expected to be 4% higher than the financing plan

projection. The amusement tax is generating more than twice the amount estimated prior to the tax being
imposed. Hotel direct taxes are the various taxes paid by the Renaissance Hotel, and include the hotel tax,
food & beverage tax, telecommunications tax, sales tax and home-rule sales tax. Direct tax revenues are




exceeding the financing plan projections mostly because the original plan did not include sales tax and home-
rule sales tax revenue being allocated to pay debt service.

The Hotel and Convention Center Fund is expected to have cash and investments totaling $5,986,934 at the
end of 2008, representing 52% of the 2009 debt service requirements. The financing plan projected a cash
balance of $4,188,850 at December 31, 2008.

The 2008 budget includes the anticipated close-out of the Series 2004 Hotel and Convention Center
Construction Project Fund. We expect there to be $1,533,268 of cash remaining after the final $2,615,651 of
estimated construction costs are paid. The Budget includes transferring half of the cash surplus, or $766,634,
to the Capital Improvement Fund, with the other half being transferred to a new Performing Arts Center
Fund.

2004B SCHAUMBURG HOTEL & CONVENTION CENTER PROJECT FUND

2007 Recap: The 2007 budget, as originally passed, assumed that construction would be completed and the
fund closed by December 29, 2006. Unfortunately, a dispute with the contractor and other factors resulted in
certain construction work being delayed. The 2007 budget was therefore amended, providing for $4,212,000
of construction expenses.

Village staff estimates that $2,625,121 of construction expenses will be incurred in the fiscal year ending
December 28, 2007. In addition, $6,618,972 of depreciation and amortization expenses will be charged to
this fund, rather than the Hotel and Convention Center Fund, due to the fact the project fund did not close out
at December 29, 2006 as originally expected. Because of the delay in construction, investment earnings for
2007 are expected to total $1,044,743, compared to the budget estimate of $579,000.

Our projections show expenses exceeding revenues by $8,197,850, before the capitalization of $2,625,121 of
construction costs. Therefore, fund equity is expected to decrease by $5,572,729, resulting in a balance of
$4,032,951 at December 28, 2007. Cash and investments are expected to total $4,128,919 at that same date.

2008 Budget: Construction expenses carried over into 2008 are budgeted at $2,615,651. Included in the
budget is $1,214,000 for the sign to be located adjacent to the tollway. Investment earnings are estimated at
$20,000.

The project fund is expected to be closed out during the fiscal year ending January 2, 2009. A cash balance
of $1,533,268 is expected to remain after all construction costs are paid. The 2008 budget includes
transferring half of the excess, or $766,634, to the Capital Improvements Fund with the other half going to a
new fund to be created for the Performing Arts Center. These transfers are being proposed due to the fact
that in 2006 the Village Board approved transferring $5,188,000 of excess General Fund fund balance into
the Hotel and Convention Center Project Fund rather than the two aforementioned funds.

When the project fund is closed in 2008, fixed assets and liabilities with a net value of $2,519,683 will be
moved to the Hotel and Convention Center Fund. "

Project Fund Recap: The following table presents a comparison of the original construction fund budget
to the project-length projections, factoring in the 2008 budget figures.




Project-Length Construction Summary

Original Projected Variance
Project-Length | Project-Length Positive
. Activity --Budget - Actual (Negative)
Revenues:
Bond Proceeds | $213,110,863 $213,110,863 $ 0
Investment Income 2,785,711 8,786,325 6,000,614
Transfer from General Fund 0 5,188,000 5,188,000
Miscellaneous 0 228,396 228,396
Total Revenues $215,896,574 $227,313,584 $11,417,010
Expenses:
Bond Discount & Issuance Costs 4,513,368 4,478,257 35,111
.Construction 164,800,906 179,552,825 (14,751,919)
Furniture & Equipment 27,400,000 22,576,420 4,823,580
Renaissance Pre-Opening Services 5,000,000 5,235,479 (235,479)
Construction Manager 3,214,459 2,639,144 575,315
Architect Fees 5,094,840 4,468,870 625,970
Other Project Expenses 5,873,001 6,829,321 (956,320)
Transfer to Other Funds : 0 1,533,268 (1,533,268)
Total Expenses $215,896,574 $227,313,584 - | $(11,417,010)

Total construction expenses, excluding the transfer of surplus funds, are projected at $225,780,316; which is
$9,883,743, or 4.6%, higher than the original project-length budget. The overrun can be attributed to delays
in the project completion and changes made to the project after the original budget was developed. It should
be noted that more sixty percent of the overrun was offset by additional investment earnings resulting from
the delayed construction payouts.

The detailed budget for the Series 2004B Hotel and Convention Center Project Fund can be found on pages
19 and 20.

HOTEL & CONVENTION CENTER FUND

2007 Recap: For the fiscal year ending December 28, 2007, we are estimating revenues of $11,478,173
and expenses of $14,371,862, resulting in a net loss of $2,893,689. This compares favorably to the
$7,248,977 net loss reflected in the 2007 amended budget. The net losses are the result of depreciation
expense on capitalized fixed assets and amortization of bond issuance expenses. Excluding depreciation and
amortization expense, the 2007 budget would have shown a $189,872 surplus and our projected actual would
show a $49,160 surplus. Fund equity, or net assets, at December 28, 2007 is estimated at $36,520,832. Cash
and investments are estimated to be $4,495,411 at year-end. '

Projected revenues of $11,478,173 are $140,712, or 1.2%, below the $11,618,885 included in the 2007
budget. Following is a summary of revenues compared to budget:

2007 Hotel and Convention Center Fund Revenues

Revenue Source 2007 Budget | 2007 Projected | % Variance
Taxes $6,280,706 $6,137,819 (2.3) %
Intergovernmental 127,754 127,754 0.0
Investment Earnings 246,256 246,256 0.0
Renaissance Transfers 4,964,169 4,966,344 0.0

Total Revenues $11,618,885 $11,478,173 (1.2)%




The only revenue category showing a negative variance is taxes. Telecommunications tax revenue is
estimated at $1,894,510, which is 9.7% below budget. The one-quarter of the 8% hotel tax revenue
deposited into this fund, estimated at $1,522,215, is expected to come in 4.7% higher than budget. The hotel
tax generated by the Renaissance Hotel is estimated at $1,259,635, which is 4% below budget. Amusement
tax revenue is estimated at $1,075,729, a 3% positive budget variance.

The amount transferred from the Renaissance Hotel and Convention Center Fund, pursuant to the provisions
of the Qualified Management Agreement between Renaissance Hotel Management and the Village, is
estimated at $4,966,344, just slightly above the $4,964,169 included in the 2007 budget.

Expenses for the year ending December 28, 2007 are estimated at $14,371,862, which is $4,496,000, or
23.8%, under budget. The $11,424,263 of interest expense on the $228,690,000 of outstanding Series 2004B
general obligation bonds relating to the hotel and convention center came in exactly at budget. The budget
variance can be attributed solely to depreciation expense, where the actual expense of $2,825,000 came in
less than the $7,321,000 included in the budget. As previously mentioned, depreciation expense was
originally expected to be moved from the Series 2004B Hotel and Convention Center Project Fund to this
fund for 2007 but the delay in closing the project fund due to delays has kept that from happening.

2008 Budget: The budget for the fiscal year ending January 2, 2009 is showing anticipated revenues of
$12,940,536 and expenses of $21,306,362, resulting in a deficit of $8,365,826. However, included in the
expense total is $9,877,349 for depreciation and amortization, which do not result in a cash outlay.
Excluding depreciation and amortization expense, the fund would be showing a $1,511,523 surplus. Net
assets at January 2, 2009 are estimated at $30,674,689, with the cash and investment balance being estimated
at $5,986,934.

Revenues for 2008 are projected to be $12,940,536, an 11.4% increase over the 2007 budget. Followingis a
summary of revenues compared to the prior year:

2008 Hotel and Convention Center Fund Revenues

, - , Lo | Percentage
- Revenue Source 2007 Budget | 2007 Projected | 2008 Budget | Change
Taxes $6,280,706 $6,137,819 $6,279,247 (0.0) %
Intergovernmental 127,754 127,754 131,331 2.8
Investment Earnings 246,256 246,256 179,958 (26.9)
Renaissance Transfers 4,964,169 4,966,344 6,350,000 279
Total Revenues $11,618,885 | $11,478,173 | $12,940,536 11.4 %

Revenue from taxes is expected to stay constant with the 2007 budget. Amusement surcharge revenue of
$1,097,244 is showing a 5.3% increase. Revenue from the one-third portion of the 6% telecommunications
tax deposited into this fund is estimated at $1,791,474, a 14.6% decrease. The one-quarter portion of the
Village’s 8% hotel tax is estimated at $1,567,881, which is a 7.8% increase. The hotel tax generated by the
Renaissance Hotel is estimated at $1,426,090, an 8.3% increase over the 2007 budget.

The transfer from the Renaissance Hotel and Convention Center Fund is estimated at $6,350,000, an increase
0f27.9% over 2007. The 2004 financing plan and HVS study projected that $6,101,000 would be
transferred in 2008.




Of the $12.9 million of revenue projected for 2008, $8,303,979 (or 64%) represents funds generated by the
Renaissance Hotel and Convention Center property itself, consisting of transfers from operations and taxes
generated by the property. The balance of $4,636,557 is provided from village-wide taxes.

Expenses of $21,306,362 represent a 12.9% increase from the 2007 budget. The increase can be attributed
entirely to depreciation expense, which is increasing from $7,321,000 to $9,759,500. Interest expense will
remain at $11,424,263, as no bond principal will be paid again this year. The first principal payment will be
on December 1, 2011.

When the Series 2004B Hotel and Convention Center Project Fund is closed in 2008, fixed assets and
liabilities with a net value of $2,519,683 are expected to be transferred to the Hotel and Convention Center
Fund.

The detailed budget for the Hotel and Convention Center can be found on pages 21 and 22.
RENAISSANCE HOTEL & CONVENTION CENTER FUND

As previously stated, the Renaissance Hotel & Convention Center Fund is used to account for the day to day
operations of the hotel and convention center, as managed by Renaissance Hotel Management Compary
pursuant to a qualified management agreement.

2007 Recap: For the year ending December 28, 2007 we are projecting revenues of $39,331,122 and
expenses of $36,022,193, resulting in net operating income of $3,308,929. This is significantly better than
the $1,337,862 net operating income reflected in the 2007 budget. Fund equity at December 28, 2007 is
estimated at $3,137,017, while cash and investments balances are expected to total $4,767,697.

Projected revenues of $39,331,122 exceed the budget total of $34,905,095 by $4,426,027, or 12.7%. The
following table shows projected revenues by major area, with a comparison to budget.

2007 Renaissance Hotel & Convention Center Operating Revenue

Revenue Source | 2007 Budget | 2007 Projected | % Variance
Hotel Rooms $16,461,185 $15,739,922 (4.4) %
Banquets 11,043,709 15,187,516 37.5
Restaurants 3,154,607 2,872,655 (8.9)
Audio Visual 1,992,736 2,602,616 30.6
Lounges 1,186,808 1,150,099 (3.1
Telephone Charges 308,574 567,735 84.0
Other Revenues 757,476 1,210,579 59.8
“Total Revenues =~ =~ $34,905,095 | $39,331,122 | - 12.7%

As can be seen in the above table, revenue from hotel room charges, restaurants and lounges are slightly
below budget, while all other revenue sources are greatly exceeding budget.

Total expenses for 2007 are estimated at $36,022,193, which is $2,454,960 (or 7.3%) over the 2007 budget
of $33,567,233. Following is a table that breaks out the 2007 budget and projected expenses into major
service areas.

! Includes exhibit space rental.




2007 Renaissance Hotel & Convention Center Operating Expenses

Service Area 2007 Budget | 2007 Projected | % Variance
Hotel Rooms $4.634,764 $4,457,165 (3.8) %
Kitchen 4,968,217 5,965,415 20.1
Banquets 1 3,075,345 3,659,513 19.0
Restaurants 1,792,350 1,654,370 (7.7)
Audio Visual 890,145 1,235,522 38.8
Lounges 506,060 491,608 (2.9)
Telephone Charges 359,735 451,030 254
Transfer to Village for Debt Service 4,964,169 4,966,344 0.0
Hotel/CC Administrative 2,662,201 2,737,831 2.8
Sales and Marketing 2,838,157 3,045,516 7.3
Utilities 1,533,249 1,977,745 29.0
Repair and Maintenance 2,041,338 2,211,563 8.3
Other Expenses 3,301,503 3,168,571 (4.0)
Total Expenses $33,567,233 $36,022,193 7.3 %

As would be expected, the variances in the expenditure summary table generally correspond to the variances
found in the revenue table. For example, hotel room revenue is showing a 4% negative budget variance and
the hotel room expense category is also showing an offsetting 4% positive budget variance.

2008 Budget: For the year ending January 2, 2009 revenues are estimated at $44,150,176 and expenses are
budgeted at $40,983,598, resulting in net operating income of $3,166,578. Fund equity at January 2, 2009 is
expected to be $6,303,595. Cash and investment balances are expected to total $6,805,193.

Projected revenues of $44,150,176 represent an increase of 12.2% over current estimates for 2007 and a
26.5% increase over the 2007 budget. The following table shows projected revenues by major area, with a
comparison to budget.

2008 Renaissance Hotel & Convention Center Fund Revenue

Revenue Source 2007 Budget | 2007 Projected |~ 2008 Budget % Change

Hotel Rooms $16,461,185 $15,739,922 $18,006,191 9.4%
Banquets > 11,043,709 15,187,516 13,726,675 24.3
Exhibit Space 2 0 0 3,200,000 n/a
Restaurants 3,154,607 2,872,655 3,262,524 34
Audio Visual 1,992,736 2,602,616 2,898,076 45.4
Lounges 1,186,808 1,150,099 1,330,096 12.1
Telephone Charges 308,574 567,735 622,821 | 101.8
Other Revenues 757,476 1,210,579 1,103,793 457

Total Revenues $34,905,095 | $39,331,122 | - $44,150,176 | 26.5%

Initially, the Village decided to include exhibit space rental revenue with Banquet revenue for purposes of
budgeting and financial reporting since that is how Renaissance Hotel Management handles it. Due to the
magnitude and uniqueness of the revenue source, the Village decided to budget and report exhibit space

rental revenue separately beginning with 2008. The information is available in detailed financial reports of

Renaissance.

2 Prior to the 2008 budget, exhibit space rental revenue was included in the banquet revenue total.
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