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VILLAGE OF SCHAUMBURG

November 15, 2002

"To: The President and Members of the Board of Trustees
And the Citizens of the Village of Schaumburg

Ladies and Gentlemen:

The Comprehensive Annual Financial Report (“CAFR”) of the Village of Schaumburg, Illinois
(*“Village™), for the fiscal year ended April 30. 2002, is hereby submitted, as required by the
Iliinois Revised Statutes. Responsibility for both the accuracy of the data and the completeness
and fairmess of the presentation, including all disclosures, rests with the Village. To the best of
our knowledge and belief, the enclosed data is accurate in all material respects and is reported in.
a manner designed to present fairly the financial position and results of operations of the various
funds and account groups of the Village. All disclosures necessary to enable the reader to gain an
understanding of the Village’s financial activities have been included.

The CAFR includes all funds and account groups of the Village and is presented in three
sections: introductory, financial and statistical. The introductory section includes a list of
principal officers and officials, this transmittal letter, the Village’s organization chart, and GFOA
Certificate of Achievement. The financial section includes the independent auditor’s report, the
general purpose financial statements; the combining, individual fund and account group
statements and schedules; and supplementary information. The statistical section includes
selected financial and demographic information, generally presented on a multiyear basis.

Accounting Svstem

In developing and evaluating the Village’s accounting system, consideration is given to the
adequacy of the internal accounting controls. Internal accounting controls are designed to
provide reasonable, but not absolute, assurance regarding (1) the disposition and (2) the
reliability of financial records for assets. The concept of reasonable assurance recognizes that (1)
the cost of a control should not exceed the benefits likely to be derived and (2) the evaluation of
costs and benefits requires estimates and judgments by management.

All internal control evaluations occur within the above framework. We believe that the Village’s
internal accounting controls adequately safeguard assets and provide reasonable assurance of
proper recording of financial transactions.

v
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The Reporting Entity and Its Services

This report includes all of the funds and account groups of the Village. It also includes all
activities considered to be part of (controlled by or dependent on) the Village, as determined by
the application of the criteria set forth in “Defining the Governmental Reporting Entity’ - GASB
Codification Section 2100.”

In accordance with GASB Codification Section 2100, for financial reporting purposes the
Village’s financial statements include all funds, account groups, departments, agencies, boards,
commissions and other organizations over which Village officials exercise financial
accountability. Financial accountability includes appointment of the organization’s governing
body, imposition of will and fiscal dependency.

The Village considered the following entities when implementing GASB Codification Section
2100. The criteria did not require the inclusion of these entities as component units in the
Village’s financial statements principally because the Village does not exercise financial
accountability over such entities. Listed below are the entities that were considered:

Northwest Suburban Municipal Joint Action Water Agency
Schaumburg Park District
Schaumburg Township

The Village of Schaumburg was incorporated March 7, 1956. The Village operates under a
Board-Manager form of government and provides the following services as authorized by its
charter: public safety (police and fire), highways and streets, sanitation, health and social
services, culture-recreation, education, public improvements, planning and zoning, and general
administrative services.

Economic Condition and Qutlook

The general economic outlook for the Schaumburg area has moderated over the past year.
However, the Village’s economic base continues to be very strong. This is evidenced by the fact
that the Village’s taxable base continues to expand. During the last five years, for example, the
taxable base has expanded by 34.86%. It is expected that development will continue in the near
future at a sustainable rate of 2% to 3% annually.

With respect to the diversity of the Village’s sales tax base, the following categorical breakdown
illustrates the percentage of sales tax that the Village receives from ten different categories
calculated by the State of Illinois Department of Revenue:




Percentage of 2001

Category Sales Tax Produced
General merchandise 12.8%
Food 5.1
Drinking and eating establishments 7.9
Apparel 9.7
Fumniture and radio 8.0
Lumber, building and hardware 2.2
Auto and filling stations 28.7
Drug and other retail 16.4
Agriculture and extractive 7.5
Manufacturing _1.7
100.0%

Although the percentage produced by the auto and filling station category appears high, it should
be noted that, in spite of sales tax growth, this number has declined from 31.8% in 1987,
indicating much faster growth rates in most of the other categories.

The Village’s most important source of revenue, sales tax, decreased during the 2001-02 fiscal
year, due to the slowing economy. Sales tax, which makes up approximately 65% of General
Fund revenues, decreased slightly by 0.7% from the previous year. We feel confident that growth
in this category will return to a rate of 2% to 3% in future years, as the economy begins to pick

up.

The aftermath of the events of September 11, 2001 were felt in the Village of Schaumburg, most
notably in the area of hotel taxes. During the 2001-02 fiscal year overall hotel tax receipts
decreased by approximately 15%. The village is hopeful that with the improving economy and
the addition of three new hotels in fiscal year 2002-03, that hotel tax revenues will stabilize. The
Village’s food and beverage tax continued to rise, with fiscal year 2001-02 showing an increase
of 1.0%.

Major Initiatives for 2001-02

The construction of a baseball stadium for Schaumburg’s minor league franchise in the
independent Northem League, the Schaumburg Flyers, was completed in 1999. The stadium,
which is a joint venture with the Schaumburg Park District, has a capacity of 7,200 and opened
for play in May 1999. Due to the early success of the team, drawing an average of 5,600 per
game in its initial season, a Stadium Club was constructed and opened for the 2001 season to add
to the attractiveness of the stadium.

In March 2000, the Village issued $16.6 million in Variable Rate Demand Bonds. The proceeds
of the issue were used to purchase 45 acres of land, one of the last remaining large tracks of land
in the village. During 2001-2002 the Village considered the funding and construction of a major
convention center, performing arts center and a hotel.
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The project would act as a major catalyst for the Village’s rapidly growing hospitality industry.
The Village, now a regional center for hotel rooms (over 3,000 available) and restaurants (over
300), could benefit considerably from a major project such as this and the increased business and
tax revenue it would generate.

The exact size and scope of the project is being reviewed by the President and Village Board of
Trustees with help from outside consultants. Many items will enter into the decision-making
process, including tax revenue generated, debt service and its impact on finances, and general
economic conditions. It is assumed at this point in time that if approved, the project would not be
completed for 3 to 4 years. It is the Village’s hope that a partnership can be developed with a
major hotel chain so that a convention center in Schaumburg may eventually become a reality.

General Governmental Functions

Revenues for general governmental functions (the General Fund, Special Revenue Funds, Debt
Service Funds, Capital Projects Funds and Expendable Trust Funds) totaled $77,416,720 for the
fiscal year ended April 30, 2002, a decrease of $6,454,723, or 7.7% from last year.
Intergovernmental revenue accounted for 72% of general governmental revenues, compared to-
77% during the previous fiscal year. The amount of revenue from various sources and the
changes from last year are shown below:

Revenue Percent Change From
Source Amount of Total Last Year
Taxes $10,121,268 13.1% $5,469,489
Licenses and permits 3,079,541 4.0 (856,918)
Intergovernmental 56,220,442 72.6 (8,443,326)
Charges for services 3,119,988 4.0 231,558
Fines and forfeits 1,122,333 1.5 121,192
Grants 392,269 0.5 (2,155,130)
Miscellaneous 1,278,863 1.7 (225,092)
Investment income 2,002,243 2.5 (633,439)
Donations 79,773 0.1 42,243
Total $77.416.720 100.0% (86.454.,723)

The Village’s equalized assessed value of$3,049,370,153 shows an increase from last year’s
$2,606,502,817. Although the Village’s assessed valuation showed an increase during the 2001-
02 fiscal year, the financial impact on the Village was negligible since the Village does not levy
a property tax.

Expenditures for general governmental purposes totaled $85,818,375, an increase of $12,274,579

or 16.7% from last year. Expenditures for major general governmental functions of the Village
and the changes from last year are as follows:
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Percent Change From

Function Amount of Total Last Year
General government $18,190,083 21.2% $3,360,663
Public Safety 35,821,394 41.7 4,252,213
Highway and street 8,504,483 9.9 570,229
Health and Welfare 2,314,848 2.7 263,849
Capital Outlay 15,055,379 17.6 4,208,016
Debt 4,037,792 4.7 (556,962)
Prairie Center & community events _ 1,894,396 2.2 175.971
Total $85,818,375  100.0% $12.274.579

On the expenditure side, the increase in capital outlay expenditures was due to higher levels of
general capital improvements, which is more in line with the typical capital spending done each
year.

Debt Administration

The Village for the first time sold general obligation bonds in September 1987. The purpose of
the bond issue was to address long-term capital needs (for the next five years) that previously
would have been paid for through general operating revenues. The majority of the $30.6 million
issue addresses various street resurfacing and reconstruction projects along with the wide array
of other capital construction items, including a large addition to the Public Safety (Police)
facility. The bond issue has been rated AA-1 by Moody’s Investors Service and AA+ by
Standard & Poor’s.

Although the first security for the debt service on this issue was the property tax, it was
anticipated that the tax would not have to be levied given several taxes enacted at that time by
the Village for this purpose.

A 1% food and beverage tax and a $1/$1,000 real estate transfer tax have generated enough
revenue to offset all debt service commitments and help Schaumburg remain as one of the few
communities in the State of Illinois without a property tax.

In December 1989, the Village issued $10.0 million of general obligation bonds for the purpose
of financing a large road project in the Village. The bulk of these funds ($9.0 million) were to be
utilized for the construction of the Martingale Road extension, a vital north and south
transportation link. These bonds also have been rated AA-1 by Moody’s Investors Service and
AA+ by Standard & Poor’s.

As with the 1987 bonds, the first security for the debt service on this 1ssue was the property tax.

However, it was anticipated that the tax would not have to be levied since the Village enacted a
special 1/2% sales tax that has been dedicated to retire this debt service.
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During January of 1993, decreases in prevailing interest rates made it advantageous for the
Village to refinance the 1987 bonds. Approximately $80,000 per year in debt service payments
will be saved as a result of this refinancing, for a net present value savings of slightly over 5% of
the original bonds issued.

During January of 1994, decreases in interest rates made it advantageous to refinance the 1989
general obligation bonds with the issuance of $6.8 million of general obligation refunding bonds.

During March of 1996, $27,800,000 General Obligation Variable Rate Demand Bonds, Tax
Exempt Series 1996A and B were issued to repay outstanding lines of credit and finance
improvements at both Olde Schaumburg Centre and the Schaumburg Airport. These bonds also
have been rated AA-1 by Moody’s Investors Service and AA+ by Standard & Poor’s.

In 1998, $15,000,000 General Obligation Variable Rate Demand Bonds were issued to finance
the construction of a 7,200-seat baseball stadium as a joint venture with the Schaumburg Park
District. The bonds also have been rated AA-1 by Moody’s Investors Service and AA+ by
Standard & Poor’s.

In 2000, $16,600,000 General Obligation Variable Rate Demand Bonds were issued to finance
the purchase of 45 acres of land in Schaumburg. A feasibility study is being undertaken to
determine if the construction of a convention center is possible for the site. The bonds have also
been rated AA-1 by Moody’s Investors Service and AA= by Standard & Poor’s.

In 2002, $33,875,000 General Obligation Capital Improvement Bonds were issued to finance
construction of a new fire station, repair and rehabilitation of existing fire stations, construct an
emergency communications center, renovate/remodel the existing Public Works complex, and a
program of overhead utility burial along major roadway corridors. The bonds have been rated
AA-1 by Moody’ Investors Service and AA+ by Standard & Poor’s

General Fixed Assets

The general fixed assets of the Village are those fixed assets used in the performance of general
government functions and exclude the fixed assets of the enterprise funds. As of April 30, 2002,
the general fixed assets of the Village amounted to $48,880,680. This amount represents the
original cost of the assets and is considerably less than their present value Depreciation of
general fixed assets is not recognized in the Village’s accounting system.

Cash Management

Cash temporarily idle during the year was invested in United States Government Securities, time
deposits and certificates of deposit. The terms of investment ranged from 3 days to 23 years.
Competitive bids are sought on investments to secure the best rate of return for the Village. Cash
and investments held at April 30, 2002, totaled $193,049,186, Investment earnings by fund type
are as follows:
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