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Summary:

Johnsburg, Illinois; General Obligation

Johnshurg vill GO rfdg ":Dnds {alternate rev source) ser 2009 .
- Long Term Rating”™ '~ ' : AA4/Stable ‘Upgraded

Rationale

Standard & Poor's Ratings Services has raised its rating on the village of Johnsburg, Ill.'s series 2002 general obligation
(GO) alternate revenue source revenue bonds to 'AA+' from 'AA’, based on our local GO criteria released Sept. 12,
'2013. The outlook is stable.

The village has pledged the net revenues from its water and sewer fund and any legally available funding sources from
its state sales and income taxes to repay the bonds. Johnsburg's unlimited GO pledge, in the event pledged revenues
are insufficient to pay debt service, also secures the bonds. The village intends to have sufficient funds on hand from

alternate revenue sources to pay debt service before it abates the property tax levy.
The rating reflects our assessment of the following factors:

» Johnsburg's economy is very strong, in our view. The village {estimated population 5,815} is in McHenry County,
about 55 rniles northwest of downtown Chicago, and partakes in the hroad and diverse economy of the greater
Chicago-Naperville-Elgin metropolitan area. The per capita effective buying income is projected at 122% of the
national level in five years, and with a market value of $607.3 million, the village's per capita market value is
$104,430. ‘

» The village's budgetary flexibility is very strong, in our view. It has been using interfund borrowing from the general
fund to support its water and sewer fund. As of fiscal 2013, the general fund had an interfund receivable of §1.8
million from the water and sewer fund, which had negative unrestricted net assets of $1.4 million. We understand
management does not expect the water and sewer fund to generate enough operating revenues to repay these loans
in the near future. Still, after subtracting the entire amount of the receivable from the available general fund
reserves, the remaining available reserves were 55% of expenditures at the close of fiscal 2013. {Note: both the
general fund and total governmental funds expenditures have been adjusted upwards by approximately $330,000 to
account for a transfer to the water and sewer fund to cover debt service). Management reports thai fiscal 2014
should close ahead of budget, and that it is the village's intention to continue building reserves in the coming years,
‘meaning that village's reserves position should improve in the future.

s We regard the village's recent and expected budgetary performance as strong. The past few fiscal years have seen
sizable surpluses in the general fund, the result of diversified and growing revenues, coupled with cost-control
measures. For fiscal 2013, the village posted a net general fund surplus of about 21% of expenditures, and a total
governmental funds surplus of 21% of expenditures, Management expects fiscal 2014 to close ahead of budget in
both the general and total governmental funds.

+ Johnsburg's liquidity position is very strong, in our view, with total primary government {including governmental
and enterprise funds) available cash and investments at 70% of total governmental funds expenditures and 500% of
debt service carrying charges at the close of fiscal 2013. Management does not expect the village's liquidity position
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to change materially for the foreseeable future, The village also has what we regard as strong and well-tested access
to external sources of liquidity, as demonstrated by a record of frequent debt issuance over the past few decades.

¢ The village's management is strong, in our view, with "good" financial management policies and practices under our
Financial Management Assessment methodology.

» Johnsbhurg's debt and contingent liabilities profile is strong, with debt service at 14% of total governmental funds
expenditures {adjusted, as noted above), and with net direct debt 89% of revenues in the village's governmental
funds for fiscal 2013. The village is also amortizing its debt rapidly, with 68% currently scheduled for retirement
over the next 10 years, and the overall debt burden (including debt from overlapping entities) is at approximately
2.3% of market value. Management reports no additional debt plans at this time. '

» Village emnployees participate in the Ilinois Municipal Retirement Fund (IMFR) and the Illinois Police Pension Plan,
and the village also maintains a small postemployment health plan. Fiscal 2013 combined required contributions
were 8.3% of total governmental funds expenditures for the year. The village's unfunded actuarial accrued liability at
the most recent valuation date was $367,000 (63% funded) for its IMRF plan, $1.5 million (54% funded) for the
police pension plan, and $27,000 for the retiree health plan.

* We consider the Institutional Framework score for Illinois nonhome-rule villages subject to the Property Tax
Extension Limitation Law (PTELL, which limits property tax levy increases to the lesser of 5% or the rate of
inflation, except for new construction) as strong.

Outlook

The stable outlook reflects our expectation that Johnsburg will maintain at least adequate budgetary performance and
very strong budgetary flexibility and liquidity for the foreseeable future. We do not anticipate a downgrade within the
two-year time horizon of this outlook, although considerable deterioration in the village's budgetary performance,
coupled with a considerably draws on reserves and a weakened liquidity position, could lead to a lower rating.
Conversely, sustained improvement in the local economy--as measured by improvements in market value--and a

continuation of at least strong budgetary performance could lead to an upgrade.

Related Criteria And Research

Related Criteria
e USPF Criteria: GO Debt, Oct. 12, 2006
s USPF Criteria: Local Government GO Ratings Methodology And Assumptions, Sept. 12, 2013

Related Research
¢ Institutional Framework Overview: Illinois Local Governments

Complete ratings information is available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings
affected by this rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use

the Ratings search box located in the left column.
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Standard & Poor’s Ratings Services
Terms and Conditions Applicable To Public Finance Credit Ratings

General. The credit ratings and other views of Standard & Poor’s Ratings Services (“Ratings Services™) are statements of
opinion and not statements of fact. Credit ratings and other views of Ratings Services are not recommendations to
purchase, hold, or sell any securities and do not comment on market price, marketability, investor preference or
suitability of any security. While Ratings Services bases its credit ratings and other views on information provided by
issuers and their agents and advisors, and other information from sources it believes to be reliable, Ratings Services does
not perform an audit, and undertakes no duty of due diligence or independent verification, of any information it receives.
Such information and Ratings Services’ opinions should not be relied upon in making any investment decision. Ratings
Services does not act as a “fiduciary” or an investment advisor. Ratings Services neither recommends nor will
recommend how an issuer ¢an or should achieve a particular credit rating outcome nor provides or will provide
consulting, advisory, financial or structuring advice. Unless otherwise indicated, the term “issuer” means both the issuer
and the obligor if the obligor is not the issuer.

All Credit Rating Actions in Ratings Services’ Sole Discretion. Ratings Services may assign, raise, lower, suspend, place
on CreditWatch, or withdraw a credit rating, and assign or revise an Outlook, at any time, in Ratings Services’ sole
discretion. Ratings Services may take any of the foregoing actions notwithstanding any request for a confidential or
private credit rating or a withdrawal of a credit rating, or termination of a credit rating engagement. Ratings Services will
not convert a public credit rating to a confidential or private credit rating, or a private credit rating to a confidential credit
rating.

Publication. Ratings Services reserves the right to use, publish, disseminate, or license others to use, publish or
disseminate a credit rating and any related analytical reports, including the rationale for the credit rating, unless the
issuer specifically requests in cormection with the initial credit rating that the credit rating be assigned and maintained
on a confidential or private basis. If, however, a confidential or private credit rating or the existence of a confidential
or private credit rating subsequently becomes public through disclosure other than by an act of Ratings Services or its
affiliates, Ratings Services reserves the right to treat the credit rating as a public credit rating, including, without
limitation, publishing the credit rating and any related analytical reports. Any analytical reports published by Ratings
Services are not issued by or on behalf of the issuer or at the issuer’s request. Ratings Services reserves the right to
use, publish, disseminate or license others to use, publish or disseminate analytical reports with respect to public credit
ratings that have been withdrawn, regardless of the reason for such withdrawal. Ratings Services may publish
explanations of Ratings Services’ credit ratings criteria from time to time and Ratings Services may modify or refine
its credit ratings criteria at any time as Ratings Services deems appropriate.

Reliance on Information. Ratings Services relies on issuers and their agents and advisors for the accuracy and
completeness of the information submitted in connection with credit ratings and the surveillance of credit ratings
including, without limitation, information on material changes to information previously provided by issuers, their
agents or advisors, Credit ratings, and the maintenance of credit ratings, may be affected by Ratings Services’ opinion
of the information received from issuers, their agents or advisors. '

Confidential Information. Ratings Services has established policies and procedures to maintain the confidentiality of
certain non-public information received from issuers, their agents or advisors. For these purposes, “Confidential
Information™ shall mean verbal or written information that the issuer or its agents or advisors have provided to Ratings
Services and, in a specific and particularized manner, have marked or otherwise indicated in wrmng (either prior to or
promptly following such disclosure) that such information is “Confidential.”
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Ratings Services Not an Expert, Underwriter or Seller under Securities Laws. Ratings Services has not consented to

and will not consent to being named an “expert” or any similar designation under any applicable securities laws or
other regulatory guidance, rules or recommendations, including without limitation, Section 7 of the U.S. Securities
Act of 1933, Rating Services has not performed and will not perform the role or tasks associated with an "underwriter”
or "seller" under the United States federal securities laws or other regulatory guidance, rules or recommendations in
connection with a credit rating engagement.

Disclaimer of Liability. Ratings Services does not and cannot guarantee the accuracy, completeness, or timeliness of
the information relied on in connection with a credit rating or the results obtained from the use of such information.
RATINGS SERVICES GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.
Ratings Services, its affiliates or third party providers, or any of their officers, directors, shareholders, employees or
agents shall not be liable to any person for any inaccuracies, errors, or omissions, in each case regardless of cause,
actions, damages (consequential, special, indirect, incidental, punitive, compensatory, exemplary or otherwise),
claims, liabilities, costs, expenses, legal fees or losses (including, without limitation, lost income or lost profits znd
opportunity costs) in any way arising out of or relating to a credit rating or the related analytic services even if advised
of the possibility of such damages or other amounts,

No Third Party Beneficiaries. Nothing in any credit rating engagement, or a credit rating when issued, is intended or
should be construed as creating any rights on behalf of any third parties, including, without limitation, any recipient of
a credit rating. No person is intended as a third party beneficiary of any credit rating engagement or of a credit rating
when issued. '
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