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October 17. 2003 

The Honorable Al Larson, Village President 
Members of the Board of Trustees 
Village Manager Kenneth Fritz; and 
Citizens of the Village of Schaumburg, Illinois 

The Comprehensive Annual Financial Report of the Village of Schaumburg, lllinois for the fiscal year 
ended Plpril 30, 2003 is submitted herewith. Responsibility for both the accuracy of the data and the 
completeness and fairness of the presentation. including all disclosures, rests with the Village. To the 
best of my knowledge and belief, the enclosed data are accurate in all material respects and are reported 
in a manncr that presents fairly the financial position and results of operation of the various funds, 
account groups, and component units of the Village. -411 disclosures necessary to enablc the reader to 
gain an understanding of the Village's financial activities are included. 

The Comprehensive Annual Financial Report is presented in three sections: introductory, financial, and 
statistical. The introductory section includes this transmittal letter; the Village's organizational chart and 
a list of principal officials. The financial section includes the gcneral purpose financial statemcnts and the 
combining, individual fund and account group financial statements and schedules, as well as the 
independent auditor's report on the financial statements and schedules. The statistical section includes 
selected financial and demographic information_ generally presented on a multi-year basis 

THE REPORTING ENTITY 

The Village of Schaumburg was incorporated March 7, 1956. The Village operates under a board- 
manager form of government. The Village provides a full range of services to its citizens including, but 
not limited to; police and fire protection, health and human services, water and sewer utilities, planning 
and zoning, streets and infrastructure; cultural services, and general administrative activities. 

The financial reporting entity defines what operations are considered to be part of the Village for elTema1 
financial reporting purposes. The Governmental .4ccounting Standards Board (GASB) Statement No. 14, 
Defining the Financial Reportin!! Entitv; establishes the criteria used to define the reporting entity and the 
method of displaying component units. 

The financial reporting entity of the Village of Schaumburg is comprised of all the funds and account 
groups of the primaw government (i.e., the Village of Schaumburg as legally defined). The Village 
included the Police Pension Plan and the Firefighters' Pension Plan as blended component units. The 
Village considered the Northwest Suburban Municipal Joint Action Water Agencyl the Schaumburg Park 
District and the Schaumburg Township but did not include these agencies in the report as component 
units because the Village does not exercise financial control over such entities. 



ACCOUNTING SYSTEMS 

The accounts of the Village are organized on the basis of funds and account groups, each of which is 
considered a separate accounting entity. The operations of each fund arc accounted for with a separate set 
of self-balancing accounts that comprise its assets, liabilities, fund equity, reT7enues, and expenditures or 
expenses, as appropriate. Resourccs are allocated to and accounted for in individual funds based upon the 
purposes for which they are to be spent and the means by which spending activities are controlled. The 
Village's accounting records are maintained on a cash basis, with revenues being recorded when received 
and expenditures being recorded when payment is made for the goods or services received. At year-end 
adjustments are made to the accounting records to convert all funds and account groups to the basis of 
accounting consistent with Generally Accepted Accounting Principles (GAAP). 

Management of the Village is responsible for establishing and maintaining a systcm of internal control 
that has been designed to assure that the assets of the Village are safeguarded against loss, theft or misuse. 
A system of internal control also assures that the accounting systcm compiles reliable financial data for 
preparation of financial statements. The Village's internal controls hare been designed to provide 
reasonable, but not absolute, assurances that these objectives have been met. 

GENERAL GOVERNMENTAL OPERATIONS 

Revenues and other financing sources for general governmental functions (thc General, Special Revenue, 
Debt Service, Capital Projects and Expendable Trust Funds) totaled $95,897,046 for the fiscal year ended 
April 30, 2003, a decrease of $36.8 million. The amounts received from various sources and 
representative percentages are shown in the following table: 

Revenues and Other Financing Sources 

Revenues 
Taxes 

Home Rule Sales Tax 
Food and Beverage Tax 
Telecommunications Tax 
Hotel Tax 
Other Taxcs 

Total Taxcs 
Licenses and Permits 
State Sales Tax 
Other Intergovernmental 
Charges for Services 
Fines and Forfeits 
Investment Income 

/ Financing Sources 

era1 Governm 
. . 

tal Functions -. . . -. . . . . 
Incrwsc 

(1)ccreascJ 
Pcrccnl iron1 Przcudmg 

Of lotnl I'car 

Percent 
Of Increas 
(Decrease) 

(6 0)% 
4 6 
0 3 

(2 8) 
3j 

(1 2) 
4 1 

(6 2) 
2 1 

18 0 
(4 7) 

(16 5 )  
78 4 
(0 2) 

(197 3) 

(38 4)% 



Revenues supporting general governmental operations totaled $77,290,986, a decrease of $125,734 
(0.2%) from the preceding year. Other Financing sources provided $18,606,060, a decrease of $36.7 
million from the preceding year. 

The Village's one-half percent home-rule sales tax generated $9;488;126, a decrease of $608:768 from the 
preceding pear. More information about the home-rule sales tax and state sales tax revenues is discussed 
later in this transmittal lettcr. 

The Village's food and bevcrage tax remained strong despite a weakened economy, increasing 4.6% over 
the 2001102 fiscal year. A total of $6,432,630 was recorded as revenue in the current fiscal year. 

The Village's 4% telecommunications tar  generated total revenue of $5.361,294, reflecting a modest 
0.3% increase over the preceding year. 

The 6% hotel tax produced rcvenue of $3,520,225, which was $100,092, or 2.8% less than the preceding 
year. 

The state sales tax; which is reflected in this report as intergovernmental revenue, is the largest single 
source of revenue and provides just under one-half of General Fund rcvenue. State sales tax revenue of 
$28,004:039 was down 6.2% from the preceding year. 

State income tax rcceipts make up the second largest portion of intergovernmental revenues. A total of 
$4,925,724 was received in the current fiscal year, which rcflected virtually no change from the amount 
collected in fiscal year ended 4130102. The Village's allotments from the state motor fuel tax also came in 
relatively flat at $2,197,059. Our share of the state use tax totaled $671,154, a decrease of 5.4%. The 
Village recorded community development block grant revenue of $707:247; an increase over the 
$255;083 recorded in the preceding year. 

Charges for services of $3,803,222 are showing an increase of $683,234, or 18%. The large increase can 
be attributed almost entirely to an increase in ambulance and paramedic charges. Revenue from this user 
charge went from $162,076 in FYE 02 to $766,427 in FYE 03, an increase of $604.351 

Other financing sourccs of $18;606;060 consisted of operating transfers of $11,824,213 and bond 
proceeds of $6,781,847, which were used to refinance a portion of the Village's outstanding bonds. The 
large decrease in other financing sources. as reflected in the table above; is due to the fact that the Village 
recorded bond proceeds of $34.7 million and operating transfers of $17.6 million last fiscal year. 

Expenditures and other financing uses for general governmental functions (the General, Special Revenuc, 
Debt Senlcc, Capital Projects and Expendable Trust Funds) totaled $120,744,246 for the fiscal year 
ended April 30, 2003, an increase of $14,373,886 or 13.5% over the preceding year. Expenditures and 
other financing uses for major functions of the Village are summarized in the following table: 



Expenditures and Other Financing Uses 
General Governmental Functions 

General Government 
Public Safety 
Highways & Streets 
Health and Welfare 
Cultural & Recreation 
Debt Service . . 
Capital Outlay 21,950;686 18.2 6,8951307 45.8 

Total Expenditures 99,000,762 82.0 13,182,387 15.4 - 

Other Financing Uscs $ 21,743,484 18.0 1,191,499 5.8 
Total Expenditures and 

Other Financing Uses $120,744,246 100.0% $14,373,886 13.5% 

Expenditures of $99,000,762 represented an increase of 15.4% over the preceding year As can be seen in 
thc above table, spending in two functions or categories accounted for the vast majority of the overall 
increase in expenditures; those being General Government and Capital Outlay. 

Expenditures classified as Gencral Government incrcased $5,425,055, or 29.8% over the previous year. 
The large increase can be attributed to the fact the Villagc spent $5,967,055 on architect and other 
professional fccs related to the proposed convention center; theater and hotel development in the fiscal 
year ended April 30, 2003, compared to $909.496 in the preceding ycar. 

Capital outlay for general governmental functions totaled $2 1.950,686 for the fiscal year ended April 30, 
2003, an increase of $6;895;307, or 45.8%. Roadway improvements funded from the Motor Fuel Tax 
Fund incrcased by $980,092: for a total of $1,643,481. Building improvements h d e d  from the 
Community Development Block Grant Fund increased from $196,947 in the prior year to $715,572 in the 
fiscal year just ended. Capital expenditures hnded out of the Facilities Fund are showing significant 
increases over the preceding year. A total of $12;661,364 was spent out of the Facilities Fund this year on 
building improvements and other capital improvements, compared to $6,465,722 thc previous year. 

Other financing uses consisted of operating transfer out of $15,421,317 and payment to an escrow agent 
of $6;322.167 for a bond refunding. 

SALES TAX INFORMATION 

Sales tax rcceipts provide the singlc largest source of revenue for financing Village services. The State of 
Illinois remits a porhon of its retailers' occupation tax and service occupation tax to local govcmments. 
Thc amount remitted equals 1% of sales; and is distributed to local govcmments on a point-of-sale basis. 
Salcs tax receipts are distributed to local governments monthly and arc three months in arrears. As an 
example, sales taxes paid by customers in May are not received by local governments until August. State 
salcs tax receipts are categorized as intergovernmental revenues in the financial statements. 



The Village also imposes a one-half percent home-rule sales tax that is imposed locally but collected by 
thc State of lllinois. Thc home-rule sales tax applics to the same retail sales transactions as the State's 
sales tax, cxcept that licensed vehicles, groceries and phmaccuticals are not subject to the home-rule 
sales tax by state law. Home-rule sales taxes are categorized as taxes in the financial statements. 

Following is a summav of sales tax and home-rule sales tax receipts recorded on a basis consistent with 
GAAP. 

Sales Tax Revenue (GAAP Basis) 
Last Five Fiscal Years 

F~scal Year State Sales Tax Percent Change Home-rule Percent Change 
Ended hpnl30.  Re7 enue From Pnor Year Sales Tax Revenue From Prior Year 

2003 $28,004.039 (6 17) % $: 9,488,126 (6 03) % 

State salcs tax declined this month aRcr a slight increase last year. Home-rulc sales tax revenue declined 
for the third year in a row. State sales tax revenue was down 6.17% and home-rule sales tax revenue was 
down 6.03% for the year ended April 30, 2003. The decline in rcvcnue was the direct result of the 
suffering local and national economy. The decline in sales tax receipts was less severe in Schaumburg 
than in most local governments because of the large number of existing and new retail establishments 
within the Village. 

DEBT ADMINISTRATION 

The Villagc of Schaumburg's general obligation debt has been rated at Aal by Moody's Investors Service 
and AA+ by Standard & Poor's. These ratings are judged to be of high quality by all standards, and are 
generally known as high grade bonds. The Village has enjoyed these ratings since its initial bond 
issuance from 1987. 

The ratio of net bonded debt to asscsscd valuation and the amount of net bonded dcbt per capita are useful 
indicators of a municipality's debt position. This information is helphl not only to the Village's 
authorities. but also to citizens and investors in Village bonds. This data for the Village as of April 30, 
2003 is as follows: 

Net general obligation debt $77;224,013 

Ratio of net debt to  assesscd value ( I )  2.36% 

Ratio of net debt to total value ( I )  0.79% 

Net debt per capita $1,024.38 

(1) Based on 2002 equalized assessed valuation of $3,270,094,045. 

VIII 



Net general obligation debt of $77,224,013 is made up of gross general obligation debt at April 30: 2003 
of $81,930,000 less available debt senice fund balances of $4,705,987. Included in the gross obligation 
debt figure is $26,400,000 of gcncral obligation bonds recorded as liabilities in the proprietary funds. 
Excluded from the gross obligation debt are $3,022,212 of general obligation notes; $2,570,370 of 
judgments payable and $160,779 of capitalized leases. 

During the fiscal year ended April 30: 2003 the Village issued its $6,655,000 general obligation refunding 
bonds, Series 2002B to refund the Series 1993 and Series 1994 bonds. This transaction resulted in cash 
flow savings of $415,239 and an economic gain of $43 1,377. 

CAPITAL PROJECTS FUNDS 

Proceeds from general obligation bonds and certain other revenues intended to be used to fund various 
capital improvements arc recorded and accounted for in capital project funds. When the improvement 
projects are complctcd andlor equipment is obtained, the expenditures are normally capitalized in the 
General Fixed Assets Account Group. 

During the fiscal year ended April 30, 2003 the Village expended $25,774,025 on capital projects. Of 
that amount, $16,878.964 was spent on street and other infrastructure improvements, $5:967:055 on 
architectural and engineering work on the proposed convention center; theater and hotel complex, 
$2:757,965 on building improvements: and $170,041 on equipment and othcr capital projects. 

The majority of funds for capital projects initiated or continued in the fiscal year ended April 30: 2003 
came from prior years' bond sales, various taxes and a transfer from the General Fund. The Village 
deposited $5,361,294 of telecon~munications tax revenue and $1,172;235 of hotel tau revenue into the 
capital projects funds during the year. The General Fund transferred $1,750,000 to the Capital 
Improvements Fund over the course of thc ycar. The Village also received $1,682,182 in property taxes 
from the Oldc Schaumburg Tax Increment Financing District. 

During the year endcd April 30, 2003 the 2000 Land Acquisition and Street Improvcrnent Fund was 
renamed the Facilities Fund to better reflect the nature ofthe capital projects running through this fund. 

ENTERPRISE FUNDS 

The Village operates four enterprise funds, those being the Waterworks and Sewerage Fund, the 
Commuter Parking Lot Fund, the Schaurnburg Rcgional Airport Fund and the Schaumburg Bascball 
Stadium Fund. 

The Watcnvorks and Sewcrage Fund reported a nct loss of $2,332,417 for the year ended April 30. 2003. 
Excluding depreciation and amortization expenses, net income would have been $357,852. Cash and 
investments as of April 30, 2003 totaled $1,422,879, however there was a $1,645,000 interfund payable 
due the General Fund on that date. 

The Villagc did increase its water rates by 4.0% cffective May 1, 2002 and again by 2.1% effective 
October 1, 2002. Sewer rates increased 3.9% on May 1, 2002 and again by 15.1% on October 1: 2002. 
As of October 1; 2002 the combined water and sewer rate was $4.02 per thousand gallons of water. 
These increases were approved following a comprehensive water and sewer rate study prepared in 2002. 
The increases arc intended to create positive cash flow and to provide funds for future system 
Improvements. 



The Commuter Parking Lot Fund reported a net loss of $294,717 for the year. Excluding depreciation, 
the fund would have reported nct income of $1 18,173. Cash and investments on hand totaled $366,890 at 
April 30: 2003. 

The Schaumhurg Reg~onal Airport Fund is showing net income of $2,191;927. The main contributing 
factor to the positive net income was the transfer of $3,750,000 from the Series 2002B Debt Service 
Fund. Cash and investments at April 30, 2003 totaled $9,567,904. 

The Schaumhurg Regional Baseball Stadium is a joint venture run by the Village of Schaumburg and the 
Schaumburg Park District. The two governments have an agreement to rent the stadium to the 
Schaumburg Flyers, a minor league baseball team. This fund reported net income of $3 1;530 at April 30, 
2003 

RISK MANAGEMENT 

During the fiscal year ended April 30, 2003 thc Village continued to monitor its risk management 
program as a means of controlling costs associated with its property and casualty insurance program. The 
Village had "first dollar'' coverage for the year against property and liability claims. The risk 
management program includes the existence of a risk manager, loss prevention training programs, and the 
evaluation of all accidents by a Village-wide safety committee. 

The Village continued to self-insure the indemnity health care plan to active and retired employecs in 
addition to a standard HMO plan. The Village does purchase specific and aggregate stop loss insurance 
to limit the exposure to catastrophic claims 

EMPLOYEE PENSIONS 

Non-sworn employees of the Village working a minimum of one thousand hours per year are covered by 
the Illinois Municipal Retirement Fund (IMRF). The IMRF is a state-wide agent multiple-employer 
pension system. Police sworn employees are covered by the Schaumburg Police Pension Plan and Fire 
Department sworn employees are covered by the Schaumburg Firefighters' Pension Fund. Both the 
Police and Firefighters' Pension Plans are single-employer defined benefit pension plans included in this 
report as blended component units. 

The IMRF retains its own actuary to determine the level of funding and employer contribution rates for 
participating governments. As of December 31.2002 the Village's account at IMRF was 98.98% funded 
with assets of $43,895,066 and an actuarial accrued liability of $44,347,488. The Village of Schaumburg 
retained the senices of Timothy Sharpe, Enrolled Actuary, to prepare the actuarial valuation of the Police 
and Firefighters' Pension Funds as of April 30; 2002. The actuarial study as of April 30_ 2003 is not 
complete as of the date of this rcport. Following is a summary of the more significant actuarial 
calculations for the hvo single-employer plans: 

Actuarial Value of Assds - 413102 $17,455,816 $46,960,116 

Fundcd Ratio - 4130102 73.3% 72.3% 



The level of fnnding decreased slightly this year for all three pension plans. As of December 3 1, 2001 the 
IMRF Plan was 109% fundcd. As of April 30: 2002 the Police Pension Plan and Firefighters' Pension 
Plan were 78.9% and 77.0% funded, respectively. The decrease can be attributed to the funds investment 
performance falling below the 7.50% assumed rate of return for actuarial purposes. 

Effective May 1, 1997 the Village implemented GASB Statement No. 27, "Accounting for Pensions by 
State and Local Governmental Employers.'' This statement requires, in pa$ that pension expenditures 
from governmental funds be recognized on the modificd accrual basis. That is, the expcnditure 
recognized in a govemmental fund should be equal to the amount contributed to the pension plan or 
expected to be liquidated with expendable available financial resources. The Village's contributions to 
the Police Pension Plan and Firefighters' Pension Plan werc made from available General Fund revenues. 

GENERAL FIXED ASSETS 

The general fixed assets of the Village are those h e d  assets used in the performance of general 
govemmental functions and exclude the fixed assets of enterprise and internal service funds. As of April 
30, 2003, the general fixed assets of the Village amounted to $63:633;072 (excluding the cost of general 
infrastructure such as roads, bridges, curbs and guttcrs, streets, sidewalks, drainage systems, traffic 
signals and street lighting systems). This amount represents the historical 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. The Village will be capitalizing general infrastructure assets and recording 
depreciation starting beginning with the fiscal year beginning May 1, 2003 and ending April 30; 2004 in 
accordance with GASB Statement No. 34. 

Durmg the fiscal year just ended the Village conducted a physical inventory of all fixed assets and 
adjusted the balances to reflect that study. More information on the adjustments can be found in the notes 
to the fmancial statements 

CASH MANAGEMENT 

Cash temporarily idle during thc year was invested in securities of the United States Government or its 
agencies, time deposits, certificates of deposit, and money market funds. Investments of the Police and 
Firefighters' Pension Plans also included mutual funds. The terms of investments ranged from 3 days to 
25 years. The Village's guidelines for cash management and investment procedures are formalizcd in an 
investment policy which covers the investment of non-pension funds. The Boards of thc Police and 
Firefighters' Pension Plans havc also adopted investment policies. 

The following table shows the investment earnings carned by all Village fimds during the fiscal year just 
ended compared to the investment camings reported the previous year These amounts include the effect 
of increases or decreases in the fair value of investments held as of April 3 0 ~  compared to their value at 
the beginning of the fiscal year. 






























































































































































































































































































































































	$5,967,055 Architectural & Engineering work.
	Major initiative of the year convention center/hotel/theater complex.



