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September 21, 2009 
 
To the Board of Education and Citizens of School District U-46: 
 
The Comprehensive Annual Financial Report (CAFR) for School District U-46, Cook, DuPage, and Kane 
Counties, State of Illinois, for the fiscal year ended June 30, 2009, is hereby submitted.  Responsibility for both 
the accuracy of the data, and the completeness and fairness of the presentation, including all disclosures, rests 
with School District U-46.  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 changes in financial 
position of the District.  All disclosures necessary to enable the reader to gain an understanding of the District’s 
financial activities in relation to its mission have been included.  This letter of transmittal should be read in 
conjunction with the Management’s Discussion and Analysis, which focuses on current activities, accounting 
changes, and currently known facts. 
 
The CAFR includes all funds of the District, and is presented in three sections: Introductory, Financial, and 
Statistical.  The Introductory Section includes this transmittal letter, as well as a list of principal officials and an 
organization chart.  The Financial Section includes the Independent Auditor’s Report, Management’s 
Discussion and Analysis (MD&A), basic financial statements, required supplementary information, and other 
supplementary information.  The Statistical Section includes selected financial and demographic information, 
generally presented on a multi-year basis. 
 
The District maintains its accounts and prepares its financial statements in accordance with generally accepted 
accounting principles (GAAP) as set forth by the Governmental Accounting Standards Board (GASB), and the 
Illinois State Board of Education (ISBE).  The financial statements of the District as presented in this report 
have been audited by Wermer, Rogers, Doran & Ruzon, LLC.  Their report is included as part of the financial 
section. 
 
BACKGROUND INFORMATION 
 
History and Background 
 
School District U-46 had been educating students in Cook, DuPage and Kane Counties since 1875.  A 
combination of urban and suburban, the District has experienced dramatic enrollment growth in recent years 
and has responded with new and renovated facilities to meet student needs.  School District U-46 is recognized 
for its commitment to high quality education, supported by a strong teaching staff, excellent facilities, and 
partnerships with the community. 
 
Covering 90 square miles, School District U-46 serves all or portions of 11 communities in the northwest 
suburbs of Chicago in Cook, DuPage, and Kane Counties.  The District is approximately 45 minutes west of 
downtown Chicago, and the majority of our communities are easily accessible from major interstates and 
commuter rail lines. 
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The reporting entity of School District U-46 includes the communities of Bartlett, Elgin, Hanover Park, South 
Elgin, Streamwood, Wayne, and portions of Carol Stream, Hoffman Estates, St. Charles, Schaumburg, and 
West Chicago.  School District U-46 serves over 40,000 children in grades preK-12.  The District ranks as the 
second largest in Illinois with three Centers for Early Learning, 40 elementary schools, eight middle schools, 
five high schools, and an alternative high school.  Only the Chicago Public School system enrolls more students 
in the State of Illinois.  Our students come to the classroom with backgrounds representing over 60 cultures 
making our schools rich with ethnic, cultural and socioeconomic diversity, mirroring the global society to which 
our students will contribute their skills. 
 
DISTRICT MISSION, VISION & FOCUS 
 
Mission 
 
The mission of School District U-46 is to help all of our children realize and maximize their individual potential 
to become responsible, productive, and contributing members of our community and society. 
 
Vision 
 
The vision of School District U-46 is to provide an education that successfully meets the needs of a large and 
diverse student population and effectively prepare each for the future.  Success will result from a sense of 
ownership by all partners in the education process – students, parents, staff and all other community members.  
All will be committed to operating a highly respected school district that has a shared sense of purpose, 
effective communication, trust, goodwill, fiscal responsibility and pride.  Continual improvement will be 
achieved through clear direction with an eye toward the future and committed efforts of all. 
 
Focus 
 
The focus of the District is Academic Success for All.  To achieve this bold goal, U-46 staff operates under the 
guidance of a District Improvement Plan (Plan), which was first adopted by the Board of Education in 2003-
2004.  The Plan is designed to transform U-46 into a standards-driven, assessment based culture that focuses 
staff time, talents and resources on improving student learning and provides teachers with better data to 
determine instructional practices.  The Board directed that an updated and expanded Plan be adopted and 
implemented annually. 
 
FINANCIAL INFORMATION 
 
Internal Control 
 
Management of the District is responsible for establishing and maintaining internal controls designed to ensure 
that the assets of the District are protected from loss, theft or misuse and to ensure that adequate accounting data 
are compiled to allow for the preparation of financial statements in conformity with generally accepted 
accounting principles.  The internal control structure is designed to provide reasonable, but not absolute,  
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assurance that these objectives are met.  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 valuation of costs and benefits requires 
estimates and judgments by management. 
 
Each year, including the fiscal year that ended June 30, 2009, the District receives various reports from an 
independent certified public accountant stating, among other things, whether instances of material weakness in 
the internal controls or material violation of applicable laws or regulations were noted during the audit.   
 
Budgeting Controls 
 
The objective of budgetary controls is to ensure compliance with legal provisions embodied in the annual 
appropriated budget approved by the School District U-46 Board of Education.  Activities of all funds are 
included in the annual appropriated budget.  The level of budgetary control is established by fund and major 
category of expense.  Major categories are personnel services, benefits, supplies, other charges and contracted 
services, and capital outlay.  School District U-46 also maintains an encumbrance accounting system as one 
technique of accomplishing budgetary control.  
 
PROSPECTS FOR THE FUTURE – ECONOMIC CONDITION AND OUTLOOK 
 
Among the major initiatives of the District is dealing with the financial deficit.  In order to have full and 
complete financial information with which to make decisions, the District undertook the major task of 
converting its books and records from the modified cash basis of accounting to the modified accrual basis of 
accounting in FY 2009.  The modified accrual basis of accounting is in accordance with generally accepted 
accounting principles (GAAP) and will provide better information with which to make decisions.   
 
The financial outlook for the District remains a serious concern.  There are a number of challenges facing the 
District which may result in lower than anticipated revenues in the coming years.  These include the following: 
 

 Consumer Price Index (CPI) dropped to 0.1% in 2008 
 Funding lag from the State of Illinois 
 State of Illinois estimated $12 billion deficit 
 Significant reduction in earnings on investments 
 Bankruptcies in the Illinois Eastern Division are up 46% from 2007 
 Foreclosures in Cook, DuPage, and Kane Counties are increasing steadily 

 
Due to the above, in December 2008, the District began to reduce expenditures in the central office and large 
programs.  The District realized an approximate $2.7 million in savings from the reductions, which included: 
 

 Eliminating non-essential overtime in all departments and schools 
 No authorization for capital expenditures 
 Reducing discretionary budgets/supplies by 15-20% 
 Limiting conference attendance/travel 
 Limiting food at meetings/workshops 

 
8 



 

 
September 21, 2009 
School District U-46 
Transmittal Letter 
Page 4 
 
 
In February 2009, the District outlined a second phase of cutbacks aimed at reducing energy consumption and 
improving the efficiency of the District’s facility use.  The District also began: 
 

 Reducing third party contracts where possible 
 

 Reducing discretionary budgets for schools 
 
 Energy conservation and restricting the use of some buildings for before- and after-school activities and 

rentals 
 
 Reviewing closely the use of substitute teachers when regular classroom teachers are attending 

professional development 
 
DEBT ADMINISTRATION 
 
By law, the District is permitted to incur regular debt up to 13.8% of the District’s assessed valuation. At the 
present time that limit calculates to $815,383,251.  The legal debt margin, which is the above limit less 
outstanding debt applicable to that limit, currently $343,278,108, and amounts held in the debt service fund for 
the payment of debt, currently $18,241,011, is $453,864,132. 
 
CASH MANAGEMENT 
 
For the purposes of the overall investment of excess funds, the District is governed by Illinois Statutes and 
Board Policy governing investment of public funds.  The fiduciary responsibility of said investments is 
entrusted to the District Board of Education who has delegated that function to the District Treasurer.  In 
keeping with Board Policy, all investments in excess funds are made in a prudent, conservative and secure 
manner and in accordance with Board Policy.  Investment income totaled $1,114,337 in fiscal year 2009 as 
compared to $4,157,558 in fiscal year 2008, a decrease of $3,043,221.  The decrease in investment income is a 
reflection of a reduction in interest rates as compared to the prior year. 
 
RISK MANAGMENT 
 
The District’s is self-insured for risks of loss related to theft of, damage to, and destruction of assets; errors and 
omissions; injuries to employees; natural disasters; and medical claims; with the following exceptions: 
 

 The District maintains insurance coverage to cover claims in excess of $100,000 per occurrence to a 
maximum of $250 million for property related risks. 

 
 The District maintains insurance coverage to cover claims in excess of $400,000 per occurrence to a 

maximum of $1 million for workers compensation. 
 
 The District is maintains insurance coverage to cover claims in excess of $500,000 per person per year 

and $2 million lifetime for medical claims. 
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OTHER INFORMATION 
 
Independent Audit.  State statutes require an annual audit by independent certified public accountants.  The 
accounting firm of Wermer, Rogers, Doran & Ruzon, LLC was selected by the District’s Board of Education to 
conduct the fiscal year 2009 audit.  The auditor’s report on the financial statements and supplemental financial 
information is included in the financial section of this report.  The auditor’s opinion is unqualified for this year. 
 
Acknowledgements.  The preparation of the Comprehensive Annual Financial Report on a timely basis was 
made possible by the dedicated service of the Finance Department staff.  Each member of the Finance 
Department has our sincere appreciation for the contributions made in the preparation of this report. 
 
In closing, without the leadership and support of the School District U-46 Board of Education, preparation of 
this report would not have been possible. 
 
Respectfully submitted, 
 
 
 
 

 

 
Dr. José M. Torres    
Superintendent of Schools 
 

 Dr. Ronald N. Ally   
Chief Financial & Operations Officer 
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