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New Issue - Moody's Assigns Aaa to Northbrook, IL's GO
Bonds, Ser. 2016
Summary Rating Rationale
Moody's Investors Service has assigned a Aaa rating to the Village of Northbrook, IL's $20.1
million General Obligation Bonds, Series 2016. Moody's maintains the Aaa rating on the
village's outstanding general obligation unlimited tax (GOULT) debt. Post sale, the village will
have $113.0 million in outstanding debt.
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The Aaa rating reflects Northbrook's large tax base supported by a diverse commercial sector
and an affluent residential base located in the Chicago (Ba1 negative) region, well-managed
financial operations, ample budgetary flexibility derived from the village's home rule status
and above average unfunded pension liabilities.

Credit Strengths
»

Affluent demographic profile and tax base located in the Chicago metro area

»

Strong financial operations with ample reserves

»

Financial flexibility afforded by Home-Rule designation

Credit Challenges
»

Above average pension liabilities based on Moody's Adjusted Net Pension Liability
(ANPL) calculation

Rating Outlook
Outlooks are generally not assigned to local governments with this amount of debt.

Factors that Could Lead to a Downgrade
»

Significant weakening of the tax base

»

Substantial deterioration of reserve levels

»

Continued growth in unfunded pension liabilities
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Key Indicators
Exhibit 1

The above table does not include the most recent sale data. The village's audited 2015 net direct debt totaled $81.9 million. Post sale, the village will have $110.3 million of outstanding
debt, equal to an above average 1.7 of full value and 2.2 Operating Fund revenues.
Source: Audited Financial Statements, Moody's Investors Service and U.S. Census Bureau

Recent Developments
Since our last review in October 2015, the village released audited fiscal 2015 results, reporting an Operating Fund surplus (inclusive
of the General Fund, Debt Service Fund and Special Revenue Pension Contribution Fund) of $773,000, increasing the available fund
balance to $21.0 million, and or a healthy 41.6% of revenues. Management reports that fiscal 2016 is tracking toward a $2.6 million
operating surplus. The village's five year budget forecasts show annual operating surpluses ranging from $53,000 to $970,000 through
fiscal 2021.

Detailed Rating Considerations
Economy and Tax Base: Large and Affluent Tax Base with Recent Growth in Valuation
The village's tax base is expected to remain stable due to its location within the Chicago metropolitan area and continued residential
and commercial development. The village's $6.6 billion tax base declined at an average annual rate of 5.4% during the last five years.
Northbrook is located in suburban Cook County (A2 negative) and benefits from ease of access to downtown Chicago. The village's tax
base is diverse, combining corporate and commercial developments with a wealthy residential base. Northbrook Court, a large regional
mall featuring high-end retail, anchors the village's retail sector. In assessment year 2014, a trend of ongoing tax base depreciation
reversed as equalized assessed valuation increased 1.8%. Recent tax base growth is attributable to ongoing development activity and
strengthening of the village's existing housing stock. The total value of residental and commercial building permits increased by 107%,
to $153 million in fiscal 2015 from $74 million in fiscal 2014.
The village's taxpayer concentration is moderate, with the ten largest taxpayers representing 13% of the village's 2014 valuations. The
top taxpayer, at 5.0% of valuation, is the Northbrook Court shopping center which maintains stable occupancy. Management reports
that the overall retail vacancy rate in the village is approximately 5%. Resident income indices far outpace state and national medians,
with median family incomes equivalent to 209% of national figures, according to 2008-2012 estimates provided by the American
Community Survey. As of December 2015, the village's unemployment rate (4.1%) was below that of the state (5.9%) and the national
(4.8%) rates for the same time period.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Financial Operations and Reserves: Strong Financial Profile Benefits from Significant Revenue Raising Flexibility
The village's financial profile is expected to remain sound given its strong reserve position and substantial operating flexibility provided
by its home rule status. From fiscal 2009 through fiscal 2012, the village drew down its Operating Fund (inclusive of the General Fund,
Debt Service Fund and Special Revenue Pension Contribution Fund) reserves due to negative budget variances and planned draws for
capital expenditures. The village reversed the trend and posted Operating Fund surpluses of $936,000 in fiscal 2013 and $817,000
in fiscal 2014. Most recently, the village closed fiscal 2015 with an Operating Fund surplus of $773,000, increasing the available
fund balance to $21.0 million, or a healthy 41.6% of revenues. The recent surplus was driven by continued growth of building permit
revenues and personnel expenditures coming in below budget due to temporary vacancies. Management reports that fiscal 2016 is
tracking toward a $2.6 million operating surplus. The surplus is driven by continued growth in building permit revenues, deferred capital
spending and personnel expenditures coming in under budget. The village's five year budget forecasts show annual operating surpluses
ranging from $53,000 to $970,000 through fiscal 2021.
The financial flexibility afforded by the village's home-rule status is a clear credit strength. As a home rule municipality, the village
maintains additional financial flexibility and is able to adjust a variety of tax rates, including sales taxes and property taxes as needed.
The district's revenue structure is diverse, with the largest fiscal 2015 Operating Fund revenue sources including property taxes (25.4%),
sales taxes (24.5%), other taxes (11.9%), licenses and permits (11.8%) and charges for services (11.4%). Following three consecutive
years of sales tax revenue growth, the village saw a slight reduction in receipts, as fiscal 2014 collections were 3% less than the prior
year. Favorably sales tax receipts increased 2.4% in 2015.
The village's major proprietary funds are also healthy, including the Water, Sanitary Sewer, Senior Housing and Stormwater Utility
Funds. Notably, the village's Senior Housing Fund accounts for all operations of Crestwood Place, a senior housing apartment complex
owned by the village. However, operations are handled by an independent management company. In fiscal 2015, the fund recorded a
modest operating surplus, net of depreciation, of $71,000 and maintains cash reserves of $1.2 million.
LIQUIDITY

The village closed fiscal 2015 with an Operating Fund net cash position of 26.3 million, or a healthy 52.2% of Operating Fund revenues.
Operating Fund liquidity is expected to remain stable over the near-term.
Debt and Pensions: Debt and Pension Liabilities Expected to Remain Manageable
The village's debt profile will likely remain above average for the rating category given the village's moderate future debt plans. The
village's audited 2015 net direct debt totaled $81.9 million. Post sale, the village will have $110.3 million of outstanding debt, equal to
an above average 1.7% of full value and 2.2 times Operating Fund revenues. Management utilizes a five-year capital improvement plan
to assess future bonding needs. While these figures are subject to change, the capital plan calls the issuance of approximately $14.5
million in fiscal 2018, $5.9 million in fiscal 2019 and $7.5 million in fiscal 2020.
The district's total fiscal 2015 fixed costs (inclusive of debt service, pension contributions and OPEB payments) were $9.6 million, or
19.1% of Operating Fund revenues.
DEBT STRUCTURE

All of the village's debt is fixed rate, with 56.9% of principal retired within 10 years.
DEBT-RELATED DERIVATIVES

The village has no derivative exposure.
PENSIONS AND OPEB

Northbrook has an above average and growing employee pension burden, based on unfunded liabilities for its participation in
two single-employer plans and one multi-employer agent plan. The village's adjusted net pension liability (ANPL), under Moody's
methodology for adjusting reported pension information, increased to $174.4 million in fiscal 2015 from $97.3 million in fiscal 2012,
representing a 79.3% increase. The village's three year average ANPL totals $142.8 million, an above average 2.8 times operating
revenues and 2.2% of full valuation. Moody's ANPL reflects certain adjustments we make to improve comparability of reported pension
liabilities. The adjustments are not intended to replace Northbrook's reported liability information, but to improve comparability with
other rated entities.
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Management and Governance: Moderate Institutional Framework; Strong Revenue Raising Flexibility and Prudent
Management Team
Illinois cities have an institutional framework score of “A,” or moderate. Revenue predictability is moderate, with varying dependence
on property, sales, and state-distributed income taxes. Revenue-raising ability is also moderate but varies. Home rule entities have
substantial revenue-raising authority. Non-home rule entities are subject to tax rate limitations, and total operating tax yield for nonhome rule entities subject to the Property Extension Limitation Law (PTELL) is capped at the lesser of 5% or CPI growth, plus new
construction. Expenditures are moderately predictable but cities have limited ability to reduce them given costs for pension benefits
that enjoy strong constitutional protections.
As a home rule unit of government, the village benefits from significant revenue raising flexibility. Management adheres to sound
reserve policies and regularly outperforms budgeted expectations. In fiscal 2013, the village began introducing expanded two year
General Fund budgets to enhance the long-term financial planning process. The village is also involved in five year capital planning,
five year budget forecasting and holds a formal fund balance policy that requires the maintenance of reserves equal to 40% of General
Fund revenues.

Legal Security
All of the village's GOULT debt, including the current issuance, is secured by a dedicated property tax levy unlimited as to rate and
amount.

Use of Proceeds
The bonds will be used to fund various capital improvement projects including water, storm water, and sewer system improvements.

Obligor Profile
The Village of Northbrook is located approximately 25 miles north of downtown Chicago in Cook County and covers an area of
approximately 13 square miles. The village has a total population of approximately 33,100 residents.

Methodology
The principal methodology used in this rating was US Local Government General Obligation Debt published in January 2014. Please see
the Ratings Methodologies page on www.moodys.com for a copy of this methodology.

Ratings
Exhibit 2

NORTHBROOK (VILLAGE OF) IL
Issue

General Obligation Bonds, Series 2016
Rating Type
Sale Amount
Expected Sale Date
Rating Description

Rating

Aaa
Underlying LT
$20,100,000
04/12/2016
General Obligation

Source: Moody's Investors Service
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