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October 19, 2004

The Honorable Al Larson, Village President
Members of the Village Board
Citizens of the Village of Schaumburg

The Comprehensive Annual Financial Report of the Village of Schaumburg, Illinois for the year
ended April 30, 2004 is hereby submitted as mandated by both local ordinances and state
statutes. These ordinances and statutes require that the Village issue annually a report on its
financial position and activity presented in conformance with generally accepted accounting
principles (GAAP) and audited in accordance with generally accepted auditing standards by an
independent firm of certified public accountants.

This report consists of management’s representations concerning the finances of the Village of
Schaumburg. Consequently, management assumes full responsibility for the completeness and
reliability of all of the information presented in this report. To provide a reasonable basis for
making these representations, management of the Village has established a comprehensive
internal control framework that is designed both to protect the Village’s assets from loss, theft or
misuse and to compile sufficient reliable information for the preparation of the Village of
Schaumburg’s financial statements in conformity with GAAP. Because the cost of internal
controls should not outweigh their benefits, the Village’s comprehensive framework of internal
controls has been designed to provide reasonable rather than absolute assurance that the financial
statements will be free from material misstatement. As management, we assert that, to the best
of our knowledge and belief, this financial report is complete and reliable in all material respects.

The Village’s financial statements have been audited by Sikich Gardner and Company, LLP, a
firm of licensed certified public accountants. The goal of the independent audit is to provide
reasonable assurance that the financial statements of the Village of Schaumburg for the fiscal
year ended April 30, 2004 are free of material misstatement. The independent audit involved
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; and evaluating the overall financial statement presentation. The independent auditor
concluded, based upon the audit, that there was a reasonable basis for rendering an unqualified
opinion that the Village’s financial statements for the year ended April 30, 2004 are fairly
presented in conformity with GAAP. The independent auditor’s report is presented as the first
component of the financial section of this report.

GAAP require that management provide a narrative introduction, overview, and analysis to

accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement the MD&A and should be read in
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conjunction with it. The Village’s MD& A can be found immediately following the report of the
independent auditors.

Profile of the Village of Schaumburg

The Village of Schaumburg was incorporated in 1956 and is located approximately 26 miles
northwest of downtown Chicago. The Village is bordered by Interstate 290 on the east and
Interstate 90 runs near its northern edge. More than 99.9% of the Village is located in Cook
County, with a small portion located within DuPage County. The Village currently has a land
area of 19.13 square miles and serves a population of 75,386. The Village is a home-rule
community as defined by the Illinois Constitution, meaning that it has no tax rate or debt limits,
nor is it required to conduct a referendum to authorize additional debt or to raise property taxes.
The Village is empowered by the State to levy a property tax on real properties located within its
boundaries. However, to date the Village has never levied a real property tax. The property tax
revenue as reported in this report pertains to special service areas and a tax increment financing
district.

The Village of Schaumburg is a leading economic center in the metropolitan area. The Village is
second among all Illinois municipalities in retail sales volume. The Village has in excess of 9.5
million square feet of commercial space, including the 2.7 million square foot Woodfield Mall.
For the twelve month period ended April 30, 2004 there was more than $2.84 billion of retail
sales activity within the Village’s boundaries. The Village has over 13.2 million square feet of
industrial development and over 12 million square feet of office development, including the
world headquarters for Motorola.

The Village operates under the council-manager form of government. Policy making and
legislative authority are vested in the Village Board, which consists of a Village President and
six-member Board of Trustees. The Village Board is responsible, among other things, for
passing ordinances, adopting the annual budget, appointing committees and hiring the Village
Manager. The Board members are elected at large on a non-partisan basis. Board members are
elected to four-year staggered terms with three Board members being elected every two years.
The Village President is elected to a four-year term. The Village Manager is responsible for
carrying out the policies and ordinances of the Village Board, for overseeing the day-to-day
operations of the Village, and for appointing the heads of the Village’s various operating
departments.

The Village provides a full range of services, including police and fire protection; the
construction and maintenance of streets and other infrastructure; the providing of potable water
and the transport of sewage; health and human services; construction and health inspections; and
cultural events. The Village also operates a regional airport and a minor league baseball
stadium.




The annual budget serves as the foundation for the Village’s financial planning and control. All
departments of the Village are required to submit their budget requests to the Village Manager
on or before January 1st. The Village Manager uses these requests as the starting point for
developing a proposed budget. The Village Manager presents his proposed budget to the Village
Board at least two weeks prior to a budget hearing held in early to mid April. The Village Board
has historically adopted the annual budget prior to May 1%, the first day of the new fiscal year.
While the annual budget is the underlying document for financial planning and control, the
Village is under the Appropriation Act, whereby an appropriation ordinance authorizing the legal
expenditure of funds must be passed by the Village Board no later than July 31% of each year,
three months after the start of the fiscal year. The appropriation ordinance typically mirrors the
annual budget, with the addition of a contingency line item for most funds. The annual
appropriations may be amended or increased by two-thirds vote of the Village Board. Budget-
to-actual comparisons are provided in this report for each individual government fund for which
an annual appropriation has been adopted.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment within which the Village of
Schaumburg operates.

Local economy. The Village of Schaumburg, just like the rest of the country, is just now
beginning to come out of a recession. Fortunately, the impact of the recession had minimal
impact on the Village’s finances due to its especially strong tax base. Retail sales increased for
the fiscal year ended April 30, 2004 after two consecutive years of slight declines. The Village
1s seeing occupancy rates of close to 96% on its 9.5 million of commercial space. Hotel tax
receipts also showing increases again, after almost two years of declines following the
September 11, 2001 terrorist attacks. The unemployment rate in Schaumburg was 5.0% for June
2004, which was lower than the unemployment rate for both the Chicago PMSA (6.2%) and the
State of Illinois (6.1%).

Property values in Schaumburg continue to be strong. According to the 2000 U.S. Census, the
median value of owner-occupied housing in the Village was $178,200, verses $130,800
statewide. The Village’s 2003 equalized assessed valuation (EAV), which is approximately one-
third of actual value, was $3,215,073,566. This was a slight decrease from the preceding year’s
figure of $3,270,094,045. The slight drop can be attributed to a decrease in the state multiplier
for Cook County and an increase in assessment appeals. The Village’s 2003 EAYV still represents
an increase of 61% over the past ten years.

Long-term financial planning. Earlier this year the Village Board decided to move forward
on construction of a 259,000 square foot convention center and a 500 room “headquarters” hotel
at the corner of Meacham Road and the Northwest Tollway (Interstate 90). The groundbreaking
ceremony was held on July 27, 2004. This $211.4 million project is expected to be complete by
July of 2006. This project is expected to have an overwhelming positive effect on the Village of
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Schaumburg and the immediate surrounding area. It is estimated that the convention center will
generate $6.4 billion of economic activity over the first thirty years, including $387 million in
additional tax revenue for state and local governments.

During the fiscal year ended April 30, 2004 the Village Board approved a financial plan aimed at
improving the long-term financial condition of the General Fund. The program included
increased taxes and expenditure reductions. The Village’s home-rule sales tax rate was increased
from one-half of one percent to one percent, and is expected to generate approximately $10
million per year. The Village reduced staffing levels through attrition and an early retirement
program. In addition, many operating expenditures were reduced from previous years’ levels.
This program is expected to provide for a balanced budget for several years to come.

Cash management policies and practices. Cash temporarily idle during the year was invested
in securities of the United States Government or its agencies, certificates of deposit, the Illinois
Metropolitan Investment Pool and the Illinois State Treasurer’s Investment Pool (Illinois Funds).
The maturities of the investments range from being immediately accessible to seven years, with
the weighted-average maturity at April 30, 2004 being 215 days. The average yield on
investments was 1.18% for the Village and 6.29% for both the Police and Firefighters’ Pension
Funds. The pension funds yield is typically higher due to the long-term character of most of
their investments holdings, and the ability to invest a portion of their portfolios in equities. The
investment return in the General Fund was less than one-half of one percent due to our decision
to liquidate several long-term investments at a loss of $109,198. Investment income includes
appreciation/depreciation in the fair value of investments. Increases in fair value during the
current fiscal year, however, do not necessarily represent trends that will continue, nor is it
always possible to realize such amounts, especially in the case of temporary changes in the fair
value of investments that the village intends to hold to maturity.

Risk management. The Village continues to protect its assets with insurance purchased from
highly rated companies. For the policy year beginning October 1, 2003 and ended September 30,
2004 the Village had full coverage on its properties with a $50,000 deductible. The Village
purchased $25 million of liability coverage for general, paramedic, public officials, law
enforcement and auto claims. The liability coverage was subject to a $50,000 self-insured
retention per claim, subject to a maximum exposure of $300,000. The Village had $7 million of
employment practice insurance subject to a $50,000 self-insured retention. Auto physical
damage claims were subject to a $1,000 deductible. The Village takes risk management very
seriously, as evidenced by the appointment of a risk manager and the creation of safety
committees at both the department and Village-wide level.

Pension and other postemployment benefits.  The Village sponsors two single-employer
defined benefit pension plans, one for its sworn police officers and one for its sworn firefighters.
Each year, an independent actuary engaged by the Village calculates the amount of the annual
contributions that the Village must make to the pension plans to ensure that the plans will be able
to fully meet their obligations to retired employees on a timely basis. As a matter of policy, the
Village fully funds each year’s annual required contributions to the pension plans as determined
by the actuary. As a result of the Village’s funding policy, the Village has succeeded in funding
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