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Opinion 

NEW YORK, November 21, 2013 -Moody's Investors Service has assigned a Aa1 rating to the Village of 
Mundelein, IL's $3.5 million General Obligation (GO) Refunding Bonds, Series 2013. Debt service on the Series 
2013 bonds is secured by the district's GO pledge which benefits from a dedicated property tax levy not limited by 
rate or amount. Bond proceeds will be used to refund the Series 2005 bonds for interest rate savings . 
Concurrently, Moody's affirmed the Aa1 rating on the village's outstanding GO debt. Post sale , the village will have 
$17.3 million of outstanding GO debt, all of which is rated by Moody's. 

SUMMARY RATINGS RATIONALE 

The Aa1 rating reflects the villages moderately sized tax base that has experienced recent valuation declines, 
solid General Fund reserves relative to revenues despite a recent decline due to a one time capital expenditure, 
revenue raising flexibility afforded by its Home Rule status, and low debt burden. 

STRENGTHS 

- Large General Fund reserves relative to revenues despite a recent draw to finance construction of an 
administration building 

- Home Rule status provides substantial revenue raising flexibility 

- Low debt burden with no future debt expected over the near or medium term 

CHALLENGES 

- Tax base is relatively small for the rating category and has decl ined in recent years 

- Share of unfunded pension liabilities is above the national average 

DETAILED CREDI T DISCUSSION 

MODERATELY SIZED TAX BASE EXPERIENCING VALUATION DECLINES 

We expect the village's tax base to continue benefitting from its location within the Chicago metropolitan area as 
well as reported improvement in residential and commercial building activity. Located approximately 35 miles 



northwest of downtown Chicago, IL (GO rated A3/negative outlook), the home rule suburban community is mostly 
residential, 75% of total full value, followed by commercial, 16%, and industrial, 9%. The tax base , fully valued at 
$2.4 billion, has depreciated over each of the past three years and fell by 9.3% in 2012 , the largest decline since at 
least 2003. Management reports these declines are due to the general softening of the village's housing market 
related to the economic downturn, but that numerous stalled residential development projects have regained 
momentum . Officials are hopeful the renewed residential building, combined with several commercial expans ions, 
will help to stabilize property values in the future. 

Large scale economic development efforts are focused on redeveloping the village's downtown area, which 
surrounds a commuter rail train station providing access to downtown Chicago. Officials report that the second 
building of a planned nine building apartment complex is currently being constructed in the area and will contain 
approximately 60 units. The first building is already complete and currently houses 84 units. A number of 
commercial expansions are also taking place , according to officials. Wal-Mart Stores, Inc. (long-term rated 
Aa2/stable outlook) is expected to redevelop a shopping center and open one of its superce nters in 2014. 
Additionally , manufacturers in industries such as food production and hospital suppl ies have expanded or are 
planning expansions. Medline, the village's largest employer with 1,500 workers , increased its factory footprint in 
2011 and plans to add up to 600 jobs over the next eight years, according to officials. 

The Villages demographic trends are relatively favorable. The population has been stable since 2000, according to 
data from the Census Bureau. Wealth levels are above average and are supported by the broad array of 
employment opportunities available in the larger Chicago area. Median family income is 139% of the national 
average and 129% of the state average, according to 2006-2010 estimates from the American Community Survey . 
Furthermore , at 7.5% in August 2013 , the unemployment rate is in line with the national average and well below the 
state's 9% rate. On the downside, total employment has trended lower in 2013 from a year ago , according to data 
from the Bureau of Labor Statistics . 

STRONG FINANCIAL POSITION DRIVEN BY FINANCIAL FLEXIBILITY AND LARGE COUPLED WITH SOLID 
RESERVES 

We expect the village's financial position will remain strong due to the revenue raising flexibil ity afforded by the 
village's Home Rule status and its solid General Fund reserves relative to revenues . The village's General Fund 
ended fiscal 2012 with a $3.2 million operating surplus driven largely by improvement in revenues suc h as sales 
tax receipts and reduced capital expenditures. The fiscal 2012 General Fund balance rose to $18.9 million, or an 
ample 77% of revenues. In Fiscal 2013 , management transferred $6 million from the General Fund to finance 
construction of its new down town village hall. Despite the draw on fund balance, General Fund reserves 
represent a still solid 55% of fiscal 2013 revenues. The village has a formal fund balance policy to maintain at least 
four months of annual expend itures in reserves . General Fund reserves in excess of six months of expenditures 
are considered for capital project purposes, but at this time the village has no plans to significantly draw down 
reserves . 

For fiscal 2014 , management is budgeting for a $447,000 operat ing surplus that will drive the General Fund 
balance up 13.7 million or 57% of budgeted revenues. Officia ls also report that a sales tax rebate agreement with 
several large retailers will expire in fiscal 2015, providing the General Fund with an additional $500,000 annually. 
The village does not foresee any significant changes to its operations. 

As a home rule community , the village has unlimited property taxing and debt issuing authority , as well as the 
ability to impose an array of additional local taxes. Property taxes are the largest single revenue source , 
accounting for 33% of operated revenues in fiscal 2013, followed by intergovernmenta l sales taxes , 17%, 
intergovernmental income taxes , 13%, and home rule sales taxes , 12%. Sales tax rece ipts have improved 
compared to their trough in 2010 while state shared income tax receipts in fiscal 2013 registered $800,000 above 
budgeted expectations. Although property values have declined in recent years , the village has increased its levy 
rates in lockstep, resulting in property tax revenue growth. We believe the revenue flexibility granted by the 
village's home rule status coupled with its solid reserves are indications of positive future financial tre nds. 

LOW DEBT BURDEN WITH LIMITED FUTUR E BORROWING PLANNED 

We expect the village's debt burden to remain manageable given its low level of debt outstanding and lack of future 
borrowing plans. Net direct debt is relatively low at 0. 7% of full valuation; inclus ive of overlapping debt, the debt 
burden rises to a modest 3% of full valuati on. Principal amortiza tion is average , with 79% of principle paid off in the 
next 1 O years. All of the village's debt is fixed rate, and it is not a party to any interest rate swap agreements. 
Management reports that the village may return to the bond market again in five to ten years to finance 
construction of a public works facility. 



SHARE OF UNFUNDED PENSION LIABILITIES IS ABOVE AVERAGE 

The village has a higher than average employee pension burden, based on unfunded liabilities for its participation 
in multiple-employer plans administered by the state and a two single employer plan. Reported unfunded pension 
liabilities include an estimated $6.4 million for the village 's portion of the statewide Illinois Municipal Retirement 
Fund (IMRF), an estimated $13.4 million for its portion of the villages Police Pension Plan, and an estimated $3 
million for the villages Firefighters' Pension Plan, as of Apri l 30, 2011. Together , these reported liabilities amount to 
$22.7 million, or about 96% of the village's fiscal 2011 operating fund revenues . 

Moody's adjusted net pension liability (ANPL) for the village, under our methodology for adjusting reported pension 
data , is $37.8 million, or 1.6 times operating fund revenues, compared to just below a median of 1.0 t imes for 
Moody's rated local governments. The ANPL for the village's share of IMRF is $12 million, the ANPL for its share 
of the Police Pension Plan is $19.6 million, and the ANPL for its share of the Firefighters' Pension Plan is $6.2 
million. Moody's ANPL reflects certain adjustments we make to improve comparab ility of reported pens ion 
liabilities. The adjustments are not intended to replace the village's reported liability information , but to improve 
comparability with other rated entities. We determined the village's share of liability for the multi-employer plan in 
proportion to its contributions to the plan. Changes to the contribution structure would lead to an increase in the 
liabilities allocated to the village . 

WHAT COULD CHANGE THE RATING UP: 

-Material growth in full valuation 

-Strengthening of the village's soc io-economic profile 

WHAT COULD CHANGE THE RATING DOWN: 

-Materially narrowing of available reserves or liquidity 

-Erosion of the village's tax base and demographic profile 

KEY STATISTICS: 

2010 Census population : 31 ,064 (0.4% increase since 2000) 

2012 Full valuation: $2.4 billion ( 2.4% average annual decli ne over past five years) 

2012 Full Value per Capita (Estimate) : $78,364 

2006-2010 Median Family Income as a% of state: 128.7% (139.4% of US) 

2006-2010 Per Capita Income as a% of state: 117.4% (123.7% of US) 

Unemployment rate (August 2013) : 7.5% (IL at 9% ; US at 7.3%) 

Fiscal 2013 General Fund balance : $13.2 million or 54.5% of revenues 

Direct Debt burden: 0.7% (3% including overlapping debt) 

Amortization of principal (10 years): 78.8% 

Moody's adjusted net pension liability (ANPL) : $37.8 million (1 .6 t imes operating revenues) 

Post-sale long term GO debt: $17.3 million 

PRINCIPAL RATING METHODOLOGY 

The principal methodology used in this rating was General Obligation Bonds Issued by US Local Governments 
published in April 2013. Please see the Credit Policy page on www .moodys.com for a copy of this methodology . 

REGULATORY DISCLOSURES 

For ratings issued on a program, series or category/class of debt , this announcement provides certain regulatory 
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class 



of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance 
with Moody's rating practices . For ratings issued on a support provider , this announcement provides certain 
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating 
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, 
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in 
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where 
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner 
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for 
the respective issuer on www .moodys .com. 

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating 
outlook or rating review. 

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal 
entity that has issued the rating. 

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for 
each credit rating. 
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U.S. PUBLIC FINANCE 

Mundelein {Village of} IL 
Update - Moody's Downgrades Village of Mundelein, IL's GO 
to AaZ; Outlook Negative 

Summary Rating Rationale 
Moody's Investors Service has downgraded to Aa2 from Aa1 the rating on the Village of 
Mundelein, IL's general obligation unlimited tax {COULT) debt. The village has $13.9 million 
of rated COULT debt outstanding, all of which is rated by Moody's. A negative outlook has 
been assigned. 

The downgrade to Aa2 reflects the village's elevated pension burden which has grown 
substantially in recent years. Also incorporated into the Aa2 rating is village's moderately 
sized tax base and affluent demographic profile; sound reserves with significant financial 
flexibility derived as a home rule unit of government; and a moderate debt burden. 

Credit Strengths 

» Home rule government providing flexibility to enhance revenue 

» Low debt burden 

» Strong socioeconomic profile 

Credit Challenges 

>> Erosion of cash and available fund balance though reserves remain sound 

>> Substantial growth in unfunded pension liabilities 

Rating Outlook 
The negative outlook reflects the expectation that the village's already elevated pension 
burden will continue to rise given current contribution practices. Also incorporated is the 
village's trend of eroding reserves. Should the village not halt the decline in reserves as 
projected, it could place downward pressure on the rating. 

Factors that Could Lead to an Upgrade 

>> Ability to generate operating surpluses while improving pension contribution practices 

>> Moderation of the village's pension burden 

Factors that Could Lead to a Downgrade 

>> Decline in available fund balance or liquidity 

. . ............ . . . ... . .... . . .... .. . .. .. .. ..... . . . . .. ..... .. . . ... .. .. ...... ........ . ........... . ... ........ . . . .. . .. . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . .. . . . . . . . . . . . . .. . . . . . . . . . . . .. . . . . . . . . . . . ... . . . . . . . .. . .. . . . . . . . . .. ' . . . . . . .. . . . . . . . . .. . . . . . . .. . . . . . . .. . . . . . . . . . . . . . .. . .. . . . . . . . . . . ..... . . .. ........ . . 
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)) Growth in the debt or pension burden 

Key Indicators 

Exhibit 1 

Mundelein (Village of) IL 2012 2013 2014 2015 2016 
Ei:xJnomy/T ax Base 

Total R.dl Value ($000) $ 2,659,821 $ 2,412,363 $ 2,270,147 $ 2,204,265 $ 2,266,898 
R.dl Value R,r Capita $ 84,423 $ 76,967 $ 72,073 $ 69,702 $ 72,975 
Median Family Income(% of US Median) 137.7% 139.5% 133.3% 129.3% 129.3% 
Rnances 

Operating Fevenue ($000) $ 27,409 $ 27,211 $ 27,388 $ 28,422 $ 29,299 
Fund Balance as a% of Fevenues 77.8% 57.4% 54.2% 48.6% 46.9% 
Casi Balance as a% of Fevenues 71.3% 51.2% 48.6% 42.0% 32.9% 
Debt/ R:nsons 

Net Direct Debt ($000) $ 21,595 $ 20,112 $ 17,080 $ 15,670 $ 13,925 
Net Direct Debt I Operating Fevenues (x) 0.8x 0.7x 0.6x 0.6x 0.5x 
Net Direct Debt I R.JII Value(%) 0.8% 0.8% 0.8% 0.7% 0.6% 
Moody's- a:Jjusted Net Pension Liability (3-yr average) to Fevenues (x) N/A 1.9x 2.1x 2.4x 2.9x 
Moody's - a:Jjusted Net Pension Liability (3-yr average) to R.JII Value(%) NIA 2.1% 2.6% 3.1% 3.7% 

Source: Moody's Investors Service, Audited Financial Statements, U.S. Census data 

Detailed Rat ing Considerations 

Economy and Tax Base: Moderately Sized Tax Base Near Chicago 

We expect Mundelein's tax base to continue to benefit from its location within the Chicago metropolitan area that supports an affluent 
demographic profile. The village is located in Lake County (Aaa), about 40 miles northwest of Chicago and serves approximately 31,000 
residents. From 2011 through 2015, tax base valuation declined at an average annual rate of 5.4% and a cumulative 24%. After five 
consecutive years of full value decline, the village's tax base grew 1.8% in 2016 to $2.3 billion. As a home rule unit of government, 
Mundelein has the flexibility to increase its tax rate to offset valuation fluctuations. The village's wealth levels are strong with median 
family income at 129.3% and 119.3% of national and state levels. Mundelein's 4.1% unemployment rate was slightly below Illinois' 
4.4% unemployment rate. 

Financial Operations and Reserves: Sound Financial Position with Significant Revenue Raising Flexibility 

Despite a multi-year trend of operating deficits, the village's financial position is expected to remain satisfactory going forward given 
recent expenditure adjustments and its significant revenue raising flexibility. The village closed each of the last four fiscal years with 
operating deficits, reducing its operating fund (general, IMRF, social security and debt service funds) from a high of $21.3 million 
or 77.8% of operating revenues in fiscal 2012 to $13.7 million or 46.9% of operating revenues in fiscal 2016. The decline in fund 
balance was partially attributed to the use of $6.6 million in fund balance for capital in fiscal 2013 and stagnant revenue due in part 
to management's decision to hold the property tax levy flat. Management ant icipates using $500,000 of general fund reserves to 
purchase property in fiscal 2017. The village has adopted a balanced general fund budget for fiscal 2018 achieved through $2.5 mill ion 
in staff reductions. 

LIQUIDITY 

The village's liquidity across major operating funds is a strong $9.6 million, or 32.9% of revenues in fiscal 2016. Cash is lower than the 
available fund balance due in part to a $2.0 million interfund receivable in the general fund, which is owed from the Archer Business 
Center Fund {$1.2 million), Stormwater Management Fund ($745,000}, and the Motor Fuel Tax Fund ($363,000}. The Archer Business 

lh1s pubhcanJn coes not an11ouocr a oed1t rallnf a( t1on For • ny u ed,t r.itmgs reterenceo m trus publi<JW.l~. please see 'he rdtings tab c:, the 1ssue,/ent1ty page on 
www moodys com f0• tl·e most updated credit d org act,or, mformat·on and raring history 
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Center Fund advance is anticipated to be repaid in seven years through the lease payments associated with the property being leased 
out. 

Debt and Pensions: Growing Leverage Related to Unfunded Pension Liabilities 

The village's leverage is expected to continue to grow given current pension contribution practices. Net direct debt of the village is 
average at 0.6% of full value and 0.5 times operating revenue. Currently, management is considering a $12 million issuance for a new 
public works building in the next two years. 

The three-year average Moody's adjusted net pension liability, our measure of a local government's pension burden, is a high 3.7% of 
full value and 2.9 times operating revenues. Total fixed costs, inclusive of debt service and retirement contributions, were $4.7 million 
or 16.1% of fiscal 2016 operating revenues. However, had the village contributed the actuarially required amount to its pensions plans, 
fixed costs would have risen to 16.9%. 

DEBT STRUCTURE 

All of the village's debt is fixed rate and amortizes over the long-term. 

DEBT-RELATED DERIVATIVE 

The village is not a party to any derivative agreements. Principal amortization is average with 81% paid out in 10 years. 

PENSIONS AND OPEB 

While the village's debt burden is low, its unfunded pension liabilities are high for its rating category and growing. Village employees 
participate in one of two single employer defined benefit pension plans (police and fire) or the Illinois Municipal Retirement Fund 
(IMRF) a multiple employer agent plan. On a reported basis, liabilit ies have increased by 93% over the past three years growing to 
$55.1 million in fiscal 2016 from $28.5 million in fiscal 2014. The village's one year ANPL grew 91% over that same period from $59.1 

million to $112.9 million bringing the three year average to $84.7 million, an above average 2.9 times revenue, or 3.7% of full value. 
Key sources of growth in the ANPL include investment returns that fell short of plan assumptions, village contributions that were not 
sufficient to cover interest accruing annually on accumulated unfunded liabilities, changes in IMRF reporting of liabilities and updated 
mortality assumptions. 

The village's pension contributions historically fell short of the actuarial recommended contributions, with a cumulative underfunding 

between 2012 and 2016 of $1.1 million. In fiscal 2016, the village contributed $3.2 million to its three plans. This was $200,000 or 0.7% 
of operating revenue short of the actuarially required contribution and $984,000 or 4.0% of operating revenue short of the amount 
needed for both plans to tread water. Tread water is equivalent to the amount that is necessary to be contributed to forestall further 
growth in reported unfunded liabilities assuming other plan assumptions hold. The measure utilizes the reported blended discount rates 
of just under 6.0%. The village contributes according to the state required minimum, which requires public safety plans be 90% funded 
by 2040, a standard that falls short of both the actuarial required contribution and tread water. 

Unfunded OPEB liabilit ies do not pose a significant credit challenge to the village. Mundelein closed fiscal 2016 with an unfunded OPEB 
liability of $921,000, or 0.2 times operating revenue. The village's pay-go OPEB cost in fiscal 2016 was $80,000 or a modest 0.3% of 
revenue. 

Management and Governance : Moderate Inst itutional Framework 

Illinois villages have an Institutional Framework score of A, which is moderate compared to the nation. Institutional Framework scores 
measure a sector's legal ability to increase revenues and decrease expenditures. Revenue-raising ability is moderate overall but varies 
considerably. Home rule entities like Mundelein have substantial revenue-raising authority. Non-home rule entit ies are subject to tax 
rate limitations. Total operating tax yield for non-home rule entities subject to the Property Extension Limitation Law (PTELL) is capped 

to the lesser of 5% or CPI growth, plus new construction. Revenue predictability is moderate, with varying dependence on property, 
sales, and state-distributed income taxes. Expenditures are moderately predictable but cit ies have limited ability to reduce them given 
strong public sector unions and pension benefits that enjoy strong constitut ional protections. 

Given the state's fiscal stress, cuts in local government revenue sharing, particularly allocation of state income tax revenue, remains 
a potential operating challenge. State shared income taxes made up 11.3% of Mundelein's operating revenue in fiscal 2016. Local 
property taxes and sales taxes make up 32.0% and 11.7% of current operating revenue, respectively. Mundelein's home rule status 
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provides it broad legal flexibility to raise revenue as it is not subject to property tax levy limits , has no statutory debt ceiling, and has 
the power to impose a variety of taxes without voter approval. Management has a formal fund balance policy to maintain four to six 
month of general fund expenditures in reserve, with any excess to be used for one-time capital. 

Legal Security 
The village's GO debt is secured by ad valorem taxes, which may be levied without limitat ion as to rate or amount. 

Use of Proceeds 
Not applicable. 

Obligor Profile 
Mundelein is located in Lake County (Aaa) 40 miles northwest of Chicago and serves approximately 31,000 residents. 

Methodology 
The principal met hodology used in this rating was US Local Government General Obligation Debt published in December 2076. Please 
see the Rating Methodologies page on www.moodys.com for a copy of this methodology. 

4 20 June 2017 Mun de lein (Village of) IL: Update - Moo dy"s Downgrades Village of Mundelein, IL"s GD to Aa2; Outloo k Negative 



MOODY ' S INVESTORS SERVICE U.S . PUBLIC FINANCE 

,,· 70'7 Mordy s Cor~o,atton, Moody's lrwe,tors ;Nv ,ct, lnr, Mood ·s AnolyN ;, Inc and/01 th," !1c"nsors anA aff,1,at¥; (collectrvoly. "MOODY'S") All 1ghts remved 

CRlDI! RA11NGS ISSU(O SY Mvvon INV[STORS S[RVIC[ INC AND ITS RATINGS AffliJAH, (''11S") AR[ MOODY'S CURR[NI OPINIONS or Tiff RHATIV! f lJTURf (R[l .1IT 
RISK or ENTITl£S, CRf")J; COMMIIMlNTS, OR [)[RT OR DlBT- IKF SL(URITl[ S, AND MOODY'S; UBllC:ATIONS MAY l'ICLUDl MOODY'S CURR[ NT OPINIONS or TH[ 
RHATIV[ fUTURf CREDIT RISK Of rnmlfS, CRfOIT COMMITMENTS. OR DEST OR ms; -UK£ SFCURlll fS t~OODY'S DrflNES (R[Oll RISK AS THE RIS, '1-!AT AN ENTIFY 
MAY NOT Mff ITS (ONTRACTUA. FINANCIAi OBIIGATIONS A, TdrY COMf DU' AN ANY f\TIM ATfD FINAN Cl At 10,s IN f' f fVtN I C f l)FfAUlT (RfDIT RATIN(~ 
no N()f ADDR<s, ANY OTHfR RISK INC lU:)INf RUT NOT' IMITfO TO I IQtJIDITY RI\ (, MARn I VAi Uf RISK, OR PRIU VOlATILITY ( Rl'nll RATING\ AND MOOD\ ·s 
OPINIONS INCLUDED IN MOODY'S PUB .!CATIONS ARE NOT S!A!EM(N ' S Of CURR(~, l OR HIS-ORllt.L fACl MOODY'S PUIJI ICATIONS r,t,AV ALSO INCLUDE QUANIITATIV£ 
MOD!l-BAS[ 0 lSllMATES Of CRWIT RISK AND Ri /\HO OPINIONS OR C .)MM[NTARY PUBLISHED BY MOODY'-ANA.YTICS, IN( CREDIT RATINGS AND MOODY'S 
Pu Bl I( AllONS 00 Nm (UNq lTUl, OR P~OVIDi IN\llSTMENT OR FINAN(IAl ADVIC[, AND CRrDil RATINGS AND MOODY', PUBUCA110NS AR£ NOT AN DO NOl 
P!\OVIDf. RffOMMfNDATIONS TO PURCHASf SEU, OR HOI D PARTIC JlAR Sf CURI TIFS N[lfH[R CREDli RATINGS NOR MOODY'S PUBl!CArlONS COMMENT ON TH[ 
SUIT.AS!' ITV OF AN INVESlMfNT f OR ANY PARWUlAR IN\lfSTOR MOODY'S ISSUES m CRWIT RATINGS AND PUSLISHlS MOODY'S PUBIICAflONS WITH THE fXPf CTATION 
AND UNDrRSlANDING 'HAI EACH INVESTOR Will WITH DUE CARt MAKf m OWN STUDY AND (VAIUATiON OF fACH Sl(URIT'/ 1HAT I, UNDFRCONSIDlRATiON H'R 
PURCHASE, HOi.Dl"-1(,, en SAi l 

' 100DY'S CRfDiT RATINGS ANO MOODn PUBLICATIONS ARl NOT INH'IDlD , OR USE BY RCTAII INVlSTORS AND ITWOUID BE RECKlESS ANO INAPPROPRIATE fOR 
R~ TAii lNVlS [ORS ro JSE MOUDY'S CRIDJ RATINGS OR MOODY'S PUBJCATIONS WHE'.; MA~INC AN INVESTMENJ D(Cl~ION If IN DOUBT YOU SHOULD CONTACl 
YOUR HNANCIAL OR OlH{R PROHSSI.JNAl ADVISER All 1Nf0RM4TION CONTAINED HLRf.lN IS PROllClD BY LAW, INCLUDING BUT Nor IMIHD TO, COPYRIGHT LAW, 
AND NO'IE or SlJU INFORl~ATION MAY Bf COPIED OR OTHfRWIS( REPROCU( [D, kl PACKAGED, IURTHfR TRANSMITTED, TRANSff:RRED. DIS~[MINATEO, RFDISTRIBU'fED 
OR Rf.SOLO. OR STORED roR SUBSEQUENT USE i-OR ANY SU( H PURPOSE. IN WHOlf OR IN PART IN ANY FORM OR MANNtR OR 8'( ANY MEANS WHA.iSOfVER, e, ANY 
PERSOI'. WI HOUT MOODY 5 P~!OR WRITTEN roNSENT. 

AH information (cntained llerem ii obtained by MOODY'S 'rom 1ources oelieveo by 1t to~ alCurdte and rt:lat.e Be<ause of the poss1b1hty of hun'on ~r merhan <al erro1 as v.ell 
as ottw factors, however all tnfo•r,,at,on containec herttn i< pro-,ded AS IS" w1t~out warranty or dny kind MOODY'S adopts all necessary mea1u,es so that the information ,t 
uses'" assigning a cied,t rJtmg ,s of suflic,ent qualt1y acd fsom sources MOODY, ons,ders to be reliable 1Pdud,ng, when appropnate. i·•dependent th,r<l-party <ources However 
MOODY'S 1s not .in aud,to1 and unnot m every mst.ince mde~ndently verify o, validate nforn,at on ,ece1ved ,n the rating process o, m prep,umg !he Moo<!/< pubhcat1on, 

To the extent permitted by law. MOODY Sand ,ts d,rector,, officers. employees . .igen!s. rep,e,entaLves. Hee, sois and suppliers dl,(lairl' hab1!1ty to arr1 person or en1,1y ffll ar.y 
indirect, special, ccnsequennal. or ,nodentd1 losses 01 damai;es w!1at~e ,e: arising from or :n conl1('rt1on wrth the information contained herem or the use of o• mab,lity to use any 
<uch information, even ' MOODY'S o, any or ,ts Olfr• tors, officers. employees, agenr,. representat,ve;, hcensors 01 suppher~ 1; advised,,, ;;dvan<.e of the pos,,bfilty of such lo»es or 
damage;, ,ncludrng but l"Ot l1m•ted to (a) Jn; loss of present 01 prospcc!,ve prohts or (b) any loss or damag, arising where the r~INant f1n.inua! 1nstrumel't" not the sub;cct ot , 
p<11tteular cred,t ,at•ng a,s,gned by MOC,JY'S 

To thP extent permitted by law, MOODY', and rt, d:rector, officers, employee\. agents, rep,esentat1ve1, l1cePsors and supplers cmla'rn hab,hty for an, due<t or ccmpensatory 
losses Of damages caus!'d to any perwn or ~ntrty, •ndud,ng bu! not l,m,ted to by dny negligence (but excluding fraud, w,llful misconduct or any other type of habJhty that, for the 
avoidance of doubt. by ldw cannot be e,duded) on the part of, or any contingency w,tlrn or beyond the control of, MOODY'S or any of rtl directors. otflti'<s, ernployee, .i;;ents, 
1epre1entat,ves, hcensors or supphers, ari~mg flam or ,n coanect,on w,th the 1nlormat1on contarned herein or the use of or m,,bihty to use any such mform.,t,on 

NO WARRANTY EXPRESS OR IMP• IED, AS 10 THf ACCURACY, TIMELINfSS, COMPLEHN(SS, "'lfRCHANTABIL!'YOk flTNlSS FOR ANY PARTICULAR PURPOSE OF ANY SUCH 
RATING CR OTHFR ( l?JNIONOR INFORMATION IS G!\IEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOfVER 

Moody's Investors Sel'\',ce, he. a wholly-owned :rPd,t ,at,ng ag€0<y 1ubs1d1ary of Moody's Corpcrat•on ("'1CO",, he,eby d1sC1oses that most issuers of debt securwes (mdudmg 
corporate aod row,c ipai bonds, debenture1, note, and commemal paper) and preferred stock rated by Moody'; Investors Serv,cr Ill\: have. pnor toass,gnment of any rating, 
agreed to pay to i"'oooy·s Investors ~rv1Ce. Inc for appraisal and rattng services ,eodered by 1t fee, ranging l!om $1,500 to approximately $2.~00,000 MCO and MIS also maintain 
policies and proced,1's to 3ddress the independence of MIS's rat,ngs and rating p,ocesses lntormal!on ,egardmg certa,n afliliat lons that may exist between d,,ectors of MCO and 
,,ted entit ies, and betwern ;,nutres who hold ratmg1 frOfl' MIS aod have also puD11cly reported to the SEC ar ownership 1~tcrest n MCC of more than 5%. 15 posted annually at 
Y,_"'.w_m_OQcjy~CQrn unde, the headmg ·1nvesto1 ~etauons- · to•pcrate Governonce- D;rector and Shareholder Aff,Uatioo Policy• 

Additional tcom 101 4ustral,a only An) put,lrcat10<1 ,mo Aunralra of th,s document 1s pursuant to the Aus:rat.an Financral ,ervices license of MOODY'~ afhliate, Moody's Investors 
Selv!Ce Pty L,m,ted ABN 61 C-03 J99 b57AFSI 336%9 and/o, Moody's Analytic Austrahd Pty li d ABN 94 105136 972 AFS 383569 {as appl,cabte) Th11 document ,s intended 
:c be provioed only to wholesale clients· w1thm t ne meaning of ;ec(ion 761G of the Corpcrat,ons Acr 2001 Sy continuing to acce<< th is r.'ocument frorr w,th,n Auwalia. you 
,epr·•sem to MOODY'S that ~ou are, or are acces<,ng the document a; a represPntat1ve of, a "wh, .es,1le client" and that neither you 001 the t•nt,ty you represent will d;rectly or 
;nd11cct,y d\S!,em, .att' th,; do-:sment or its contents to •·eta,! clwnts within the Mearung or sect/en 761G of the Corporations Act 2001 MOOUY S credit ,at,ng ,s a·, cpin,on as 
to thP red1tworthine11 of a debt obhr,.1,on of the issuer not on the equ,ty ~cunt.es of the 111uer or any form of security that 1s ava,131)!~ to retail mvesto,s It would be l'l!Ckh!ss 
ar:j mc1ppropuate fo, 1etJ1 mvestor5 lo U'l-e ~l)OUY'S uedit raUng!: or pu!>llCdt1om when mak..ng an mvt~tme-nt ded~ion If in doubt you shou d cont,1 t 1our fv1anc,a! m -Jtrer 
profc>;io,10! adviser 

Adc,t1onal tern s for ,•pan only ''oody' Japan K K. (•MJn "'. 1s a wholly-cwntd c r~drt r atmg agency 1ubs1d1.,y of Moody s Group Japan G K, v.h1ci II who!!y-owned by Moody . 
Overseas Holdings In, a wholly-owned subsidwy of M(O Moody's ,r Japan K K {"M!.frJ is a wholly-owned credit r.i!lng agen<y suDs•d•ary of MJKK MSfJ" not a Nat1,rnally 
Recoinized Slat ;l!cal Ratmg Organ,,a11on ("NR5Rt •'} fherefo•~ cred,t r,H,ngsassigm·d by MSf ! dre Non,NRSRO c,edit R,11ngs Non-NR:,RO Cied1' Rating, J't as,1gred by d'1 

entity 1hal" not a NRSRO and. consequently, the raltd ol,ltgdtKJn\\ II not Quaiify for tertai n types of tr~~tmec. under US 1.,w, MJKK and M\~/ are ued,t rdting .ig~nues r.-g,stered 
wnh U e Jap:w f ,nanc.1c1I Serv1c.es Age-wy ,1rKJ H·t-1 reg,~trdt -Jn 1um~r-; cirt.' fSA Comri 1ssmn,)r (q,c1t1ngs) No Z t!tid 3 respec.llvely 

MJKK or MSFJ las appli,able) hereby disclose that mo~. 1ssue11 of debt secunt es (in"ll,d,ng corporate and mun,cip➔l ~,01<l, debentures, notes and commerc,al papw anc preferred 
stock rated by MJKK ,, MSf J (a1 Jpp!icaole) have, pr:or ro d"1gnment ct any rar,ng, agrfed to P" Y to MJKK or MSFJ (>.s appl1Cable) to, appr.1'-1! arid rattng serv,ces renderL-d by ,t rces 
ranging from JPY /00,(/{ I' to Jpproxrmately IPY350,0vv,()()0 

MJ<K a •d MSf J also rna,nta" pol,ues .ind procedures to acdre;s Japa· ese regulato,y r;;qu:rem•nts 

REPORT NUMBER 1078303 

Moooy's 
INVESTORS SERVICE 

20 June 2017 Mundelein (Vil lage of) IL: Upd, te - Moody's D-owngrades Vill age of Mundelein, ll's GO to Aa2; Out lool, Negative 



CREDIT OPINION 
11 October 2017 

New Issue 

Rate this Research m 
Contacts 

Daniel Walker + 1.312.706.9979 
Associate Analyst 
d.iniel.walker(ylmoodys.com 

Alexandra S. Parker 212-553-4889 
MD-Public Finance 
alexandra.parker@moodys com 

David Levett 312-706-9990 
A VP-Analyst 
david.lcvett @moodys.com 

Shannon Bibby 312-706-9968 
Associate Analyst 
shannon.bibbyt2,moodys.com 

CLIENT SERVICES 

Americas 

Asia Pacific 

Japan 

EMEA 

1-212-553-1653 

852-3551-3077 

81-3-5 40 8- 4100 

44-20-7772-54 54 

U.S. PUBLIC FINANCE 

Mundelein (Village of) IL 
New Issue - Moody's Assigns Aa2 to Mundelein, IL's GO 
Bonds; Outlook Negative 

Summary Rating Rationale 
Moody's Investors Service assigns a AaZ rating to the Village of Mundelein, /L's $5.9 million 
General Obligation Refunding Bonds, Series 2017. Moody's maintains the Aa2 on the village's 
general obligation unlimited tax (GOULT} debt. Following the current sale, the village will 
have $12.5 million of Moody's rated GOU LT bonds outstanding. The outlook for the village 
remains negative. 

The Aa2 rating reflects village's moderately sized tax base and affluent demographic profile; 
sound reserves despite recent t rend of declining liquidity; moderate debt burden and above 
average pension burden. 

Credit Strengths 

» Home rule government authority provides flexibility to enhance revenue 

» Low debt burden 

» Strong socioeconomic profile 

Credit Challenges 

» Erosion of cash and available fund balance t hough reserves remain sound 

» Above average and growing pension burden 

Rating Outlook 
The negative outlook reflects the expectation that the village's already elevated pension 
burden will continue to rise given current contribution practices. Also incorporated is the 
village's trend of declining liquidity, which if not halted as projected could result in downward 
rating movement. 

Factors that Could Lead to an Upgrade 

» Ability to generate operating surpluses while improving pension contribution practices 

» Moderation of the village's pension burden 

Factors that Could Lead to a Downgrade 

» Failure to begin to restore cash balances as projected 
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)) Substantial further growth in village's pension or debt burden 

Key Indicators 

Exhibit 1 

Mundelein(Villageof) IL 2012 20 13 2014 2015 2016 
Ei:onomy/Tax Ba9' 

Total R.JII Value ($000) $ 2,659,821 $ 2,412,363 $ 2,270,147 $ 2,204,265 $ 2,266,898 
R.JII Value Fa-Cqlita $ 84,423 $ 76,967 $ 72,073 $ 69,702 $ 72,975 
Median Family lnrome(%of USMedian) 137.7% 139.5% 133.3% 129.3% 129.3% 
Rnances 
Operating Fevenue ($000) $ 27,409 $ 27,211 $ 27,388 $ 28,422 $ 29,299 
A.ind Balanoe as a% of Fevenues 77.8% 57.4% 54.2% 48.6% 46.9% 
CaS1 Balanoe as a% of Fevenues 71.3% 51.2% 48.6% 42.0% 32.9% 
Debt/ Fmsons 
Net Direct Debt ($000) $ 21,595 $ 20,112 $ 17,080 $ 15,670 $ 13,925 
Net Direct Debt/ Operating A:Nenues (x) 0.8x 0.7x 0.6x 0.6x 0.5x 
Net Direct Debt / R.JII Value(%) 0.8% 0.8% 0.8% 0.7% 0.6% 
Moody's• oojusted Net Fmson Liability (3-yr average) to Fevenues (x) N/A 1.9x 2.1x 2.4x 2.9x 
Moody's-oojusted Net Fmson Liability (3-yr average) to R.JII Value(%) N/A 2.1% 2.6% 3.1% 3.7% 

Source: Moody's Investors Service, Audited Financial Statements, U.S. Census data 

Detailed Rating Considerations 

Economy and Tax Base: Moderately sized tax base showing signs of growth 

We expect Mundelein's tax base to continue to benefit from its location within the Chicago metropolitan area and an affluent 
demographic profile. The village is located in Lake County (Aaa no outlook), about 40 miles northwest of Chicago (Ba1 negative 
out look) and serves approximately 31,000 residents. After five consecutive years of full value decline, the village's tax base grew by 
2.8% in 2016 and by 6.4% in 2017 to $2.4 billion. Management of the village reports that development continues, including both 
commercial and residential developments. 

The village's wealth levels are strong with median family income at 129.3% of the national level. As of July 2017, Mundelein's 

unemployment rate of 4.0% was well below the Illinois and national unemployment rates of 4.9% and 4.6%, respectively. 

Financial Operations and Reserves: Financial position remains adequate, but liquidity has eroded 

The district's reserves position remains solid despite recent erosion and operations are projected to stabilize going forward given 
recent expenditure adjustments. The village closed each of the last four fiscal years with operating deficits, reducing its operating fund 
(general, IMRF, social security, and debt service funds) to $13.7 million, or 46.9% of operating revenues in fiscal 2016 from a high of 
$21.3 million, or 77.8% of operating revenues in fiscal 2012. The majority of reserves are in the general fund ($12.3 million) indicating 
a high degree of reserve flexibility. The decline in fund balance was partially attributed to the use of $6.6 million in fund balance for 
capital in fiscal 2013 and stagnant revenue due in part to management's decision to hold the property tax levy flat. 

While audited results are not yet available for fiscal 2017, draft statements indicate the operating fund balance will decline further 
to $12.0 million, or JUSt over 40.0% of operating revenues due to lower than budgeted sales tax revenues. The village has adopted a 
balanced general fund budget for fiscal 2018 achieved t hrough $2.5 million in staff reductions. 

The village has moderate exposure to economically sensitive revenue streams, with income taxes and sales taxes making up 11% and 
12% of current operating revenue, respectively. Management anticipates that an increase in the property tax levy will offset the state's 
recently adopted 2% sales tax collection fee in fiscal 2018. 

I his pubh, atton (oes not announct> a credit rating act;on for any rn,d·t ratings referenced n this publ,cat on, please see rhe 1at1ngs tab o~ the ,ssue•i~nt,t) page on 
www m:::,o,,1v· corn fv' tr.~ rnost uooated credit rating t!ct10:1 mforrm-tio., a~d raung history 
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LIQUIDITY 

The village's liquidity across major operating funds has steadily declined. Preliminary financial statements, indicate that cash 

declined to $7.1 million, or 24.9% of operating revenue in fiscal 2017 from $19.5 million, or 71.3% of operating revenue in fiscal 2012. 
Management reports that cash will begin to be restored in fiscal 2018 as interfund receivables begin to be repaid. 

Cash has declined and is lower than fund balance due in large part to a $3.5 million interfund receivable in the general fund, which is 
owed from the Archer Business Center Fund ($1.3 million), Stormwater Management Fund ($1.2 million), Tax Increment Area Finance 
Fund ($423,000), Tree Fund {$370,000} and Motor Fuel Tax Fund ($232,000}. The Archer Business Center Fund advance is anticipated 
to be repaid in seven years with revenue generated from property leases. Management also created a new stormwater fee that is 
anticipated to generate approximately $500,000 annually to be used towards repaying the advance over several years and for capital 
upgrades. 

Debt and Pensions: Growing leverage related to unfunded pension liabilities 

The village's leverage is expected to continue to grow given current pension contribution practices. Net direct debt of the village is low 
at 0.6% of full value and 0.5x operating revenue. In addition to this sale, management is considering a $72 million issuance for a new 
public works building in the next 3-4 years. 

The three-year average Moody's adjusted net pension liability, our measure of a local government's pension burden, is a high 3.7% of 
full value and 2.9x operating revenues. Total fixed costs, inclusive of debt service and retirement contributions, were $4.7 million or 
16.1% of fiscal 2016 operating revenues. 

DEBT STRUCTURE 

All of the village's debt is fixed rate and long-term. Principal amortization is fast with 100% of debt paid out in 15 years. 

DEBT-RELATED DERIVATIVES 

The village is not part to any derivative agreements. 

PENSIONS AND OPEB 

While the village's debt burden is low, its unfunded pension liabilit ies are high for its rating category and growing. Village employees 
participate in one of two single employer defined benefit pension plans (police and fire} or the Illinois Municipal Retirement Fund 
{IMRF} a multiple employer agent plan. On a reported basis, liabilities have increased by 93% over the past three years growing to $55.1 
million in fiscal 2016 from $28.5 million in fiscal 2014. The village's one year ANPL grew 91% over that same time-period to $112.9 

million from $59.1 million, bringing the three year average to $84.7 million, an above average 2.9x revenue, or 3.7% of full value. Key 
sources of growth in ANPL include investment returns that fell short of plan assumptions, village contributions that were not sufficient 
to cover interest accruing annually on accumulated unfunded liabilities, changes in IMRF reporting of liabilities and updated mortality 
assumptions. 

The village sizes it pension contributions to meet the state required minimum, which requires public safety plans be 90% funded by 
2040. While meeting the state requirement, the village's pension contributions historically fell short of the actuarial recommended 
contributions. In fiscal 2016, the village contributed $2.9 million to its three plans, which was $206,000 or 0.7% of operating revenue 
short of the actuarially required contribution and $1.0 million or 3.5% of operating revenue short of the amount needed for both plans 
to tread water. Draft results for fiscal 2017 show contributions of $3.4 million, which was $234,000 or 0.8% of operating revenue 
short of the actuarially required contribution and $2.4 million or 8.3% of operating revenue short of the amount needed for both plans 
to tread water. Tread water is equivalent to the amount that is necessary to be contributed to forestall further growth in reported 
unfunded liabilities assuming other plan assumptions hold. The measure utilizes the reported blended discount rates of just under 
6.0%. 

The village's only OPEB liabilities are related to the implicit rate subsidy of allowing employees to remain to its health care plan after 
retirement. The associated unfunded liability was $921,000, or modest 0.2x operating revenue. 

Management and Governance : Home Rule status provides revenue raising flexibility 

Illinois villages have an Institutional Framework score of A, which is moderate compared to the nation. Institutional Framework scores 
measure a sector's legal ability to increase revenues and decrease expenditures. Revenue-raising ability is moderate overall but varies 
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considerably. Home rule entities, including Mundelein, have substantial revenue-raising authority. Non-home rule entit ies are subject 
to tax rate limitations. Total operating tax yield for non-home rule entities subject to the Property Extension Limitation Law {PTELL) 
is capped to the lesser of 5% or CPI growth, plus new construction. Revenue predictability is moderate, with varying dependence on 
property, sales, and state-distributed income taxes. Expenditures are moderately predictable but cities have limited abil ity to reduce 
them given strong public sector unions and pension benefits that enjoy strong constitutional protect ions. 

The village's largest revenue source is property taxes, which comprised 32% of operating revenues in fiscal 2016. Mundelein's home rule 
status provides it broad legal flexibility to raise revenue as it is not subject to property tax levy l imits, has no statutory debt ceiling, and 
has the power to impose a variety of taxes without voter approval. 

Management has a formal fund balance policy to maintain four to six month of general fund expenditures in reserve, with any excess to 
be used for one-time capital. 

Legal Security 
The village's GO debt is secured by ad valorem taxes, which may be levied without limitation as to rate or amount. 

Use of Proceeds 
Proceeds from the sale will be used to advance refund some of the village's outstanding Taxable General Obligation Bonds, Series 
2010A that mature on and after December 15, 2020 for anticipated interest cost savings. 

Obligor Profile 
Mundelein is located in Lake County. about 40 miles northwest of Chicago and serves approximately 31,000 residents. 

Methodology 
The principal methodology used in th is rating was US Local Government General Obligation Debt published in December 2016. Please 
see the Rating Methodologies page on www.moodys.com for a copy of this methodology. 

Ratings 

Exhibit 2 

Mundelein (Village of) IL 
Issue 

General Obligation Refunding Bonds, Series 2017 
Rating Type 
Sale Amount 
Expected Sale Date 
Rating Description 

Source: Moody's Investors Service 

1; Octob er 2017 

Ra ting 

Aa2 
Underlying LT 

$5,850,000 
10/23/2017 

General Obligation 
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Village of Mundelein, IL 
Annual Comment on Mundelein 

Issuer Profile 

U.S. PUBLIC FINANCE 

The Village of Mundelein is located in Lake County in northeastern Illinois, approximately 32 
miles northwest of downtown Chicago The county has a population of 702,890 and a high 
population density of 1,570 people per square mile. The county's median family income is 

$97,079 (1st quartile) and the March 2018 unemployment rate was 4.6% (2nd quartile) 2.. 

The largest industry sectors that drive the local economy are manufacturing, retail t rade, and 
administ rative/waste management services. 

Credit Overview 
The credit posit ion for Mundelein is st rong. Its AaZ rat ing is slightly higher than the median 
rating of Aa3 for US cities. The key credit factors include a robust financial posit ion, a strong 
wealth and income profile and a sizable tax base. It also reflects a small debt burden and a 
significant pension liability. 

Finances: Mundelein has a healthy financial position, which is roughly aligned with the 
assigned rating of Aa2. The fund balance as a percent of operating revenues (43.1%) is slightly 
above the US median. Furthermore, the village's cash balance as a percent of operating 
revenues (24.9%) falls short of other Moody's-rated cities nationwide. 

Economy and Tax Base: The economy and tax base of Mundelein are strong and are 
relatively consist ent wit h respect to its Aa2 rating. The median family income is a healthy 
129.3% of the US level. Additionally, the full value per capita ($77,672) is roughly equivalent 
to the US median. Lastly, the total full value ($2.4 billion) is slightly above other Moody's
rated cities nationwide. 

Debt and Pensions: Mundelein has a light debt burden and is a credit strength relative to 
the assigned rating of AaZ. The village's net direct debt to full value (0.5%) is lower than 
the US median. That said, the pension liability of Mundelein is elevated and is a weakness 
in comparison to its Aa2 rating. The Moody's-adjusted net pension liability to operating 
revenues (3.6x) unfavorably far exceeds the US median. 

Management and Governance: Illinois cities have an Institut ional Framework score 2 of A, 

which is moderate. Institut ional Framework scores measure a sector's legal ability to increase 
revenues and decrease expenditures. Revenue-raising ability is moderate overall but varies 
considerably. Non-home rule entities are subject to tax rate limitat ions. In addition, total 
operating tax yield for entities subject to the Property Tax Extension Limitation Law (PTELL) 
is capped to the lesser of 5% or CPI growth, plus new construction. Home rule entit ies have 
much greater legal flexibility than the rest of the sector with substantial revenue-raising 
authority. Revenue predictability is moderate, wit h varying dependence on property, sales, 
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and state-distributed income taxes. Expenditures are moderately predictable but cities have limited ability to reduce them given strong 
public sector unions and pension benefits that enjoy strong constitut ional protections. 

Sector Trends - Illinois Cities 
Illinois cities (including towns and villages) face uncertainty stemming from the state's budgetary challenges. Sales tax revenue 

growth is slowing for many issuers. The positive revenue trends positioned most cities well to absorb a cut in state shared income tax 
distributions. Home rule cities have more revenue flexibility and are therefore less vulnerable to state pressures. Property valuations 

in the northern part of the state are experiencing robust recovery, though valuations remain well below previous peaks. Downstate 

valuations were largely stable throughout the economic cycle and have seen steady growth in valuations in recent years. Many cit ies 

face growing fixed costs arising from increasing unfunded pension liabilities and employer contribution costs. Pensions are the primary 
credit pressure for Illinois cities, as the state constitution severely limits reductions in public pension benefits. 

EXHIBIT 1 

Key Indicators i S. Mundelein 

2013 2014 2015 2016 2017 US Median 
Economy/ Tax Base 

Total Full Value $2,412M $2,270M $2,204M $2,266M $2,412M $1,867M 

Full Value Per Capita $76,967 $72,073 $69,702 $72,975 $77,672 $89,200 

Median Family Income (% of US 
140% 133% 129% 129% 129% 113% Median) 

Finances 

Available Fund Balance as% of 
57.4% 54.2% 

Operating Revenues 
48.6% 46.9% 43.1% 33.9% 

Net Cash Balance as% of Operating 
51.2% 48.6% 42.0% 32.9% 24.9% 36.9% Revenues 

Debt / Pensions 

Net Direct Debt/ Full Value 0.8% 0.8% 0.7% 0.6% 0.5% 1.1% 

Net Direct Debt/ Operating Revenues 0.74x 0.62x 0.SSx 0.48x 0.43x 0.88x 

Moody's-adjusted Net Pension Liability 
2.1% 2.6% 3.1% 3.7% 4.2% 1.8% (3-yr average) to Full Value 

Moody's-adjusted Net Pension Liability 
1.88x 2.13x 2.39x 2.88x 3.Slx 1.S1x (3-yr average) to Operating Revenues 

2013 2014 2015 2016 2017 US Median 
Debt and Financial Data 

Population 31,343 31,498 31,624 31,064 31,064 NIA 
Available Fund Balance ($000s) $15,618 $14,840 $13,824 $13,729 $12,286 $7,419 

Net Cash Balance ($000s) $13,924 $13,316 $11,951 $9,646 $7,106 $8,404 

Operating Revenues ($000s) $27,211 $27,388 $28,422 $29,299 $28,511 $21,930 

Net Direct Debt ($000s) $20,112 $17,080 $1S,670 $13,925 $12,135 $18,580 

Moody's Adjusted Net Pension 
$51,206 $58,433 $67,915 $84,335 $101,843 $32,507 Liability (3-yr average) ($000s) 

Source: Moody's Investors Service 

rh,s pubhcatioc coe.s not an11ounce a ued1t rating action For any m :d'l rat,ng, re erenced 1n th11 publ,cat•on. plea,e see ·he rat,ngs tab o~ the mue)rr:t,!y poge en 
v,ww moodys com fo, the most updated credit ratl'1f att,on ;nform,t•on and roting h•story 

Credit Trend 

Stable 

Stable 

Weakened 

Weakened 

Weakened 

Stable 

Stable 

Weakened 

Weakened 
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EXHIBIT 2 

Available fund balance as a percent of operating revenues decreased from 2013 to 2017 

- Available Fund Balance as% of Operating Revenues us Cities Median 

60% 

40% 

• 20% 

2013 2014 2015 2016 2017 

Source: Issuer financial statements; Moody's Investors Service 

EXHIBIT 3 

Full value of the property tax base increased from 2013 to 2017 

(millions) Total full Value 
S2,500 

S2,400 

S2,300 

$2,200 

$2,100 
2013 2014 2015 2016 2017 

Source: Issuer financial statements; Government data sources; Offering statements; Moody's Investors Service 

EXHIBIT 4 

Moody's-adjusted net pension liability to operating revenues increased from 2013 to 2017 

■ Debt Pensions 

4.0x 

2.0x 

O.Ox 
2013 2014 2015 2016 2017 

Source: Issuer financial statements; Government data sources; Offering statements; Moody's Investors Service 

Endnotes 
1 The rating referenced in thi s report is the issuer's General Obligation (GO) ratin g or its highest public rat ing th at is GO-related . A GO bond is ge nerally 

backed by th e full faith and credi t pledge and tot al taxing power of the issuer. GO-relat ed sec uriti es include genera l obligation limited ta x, annual 
approp r iation, lease revenue, non-ad valorem, and moral obl igation debt . The refere nced ratings reflect the government's und erlying credit quality 
wit hout regard to st ate guar antee s, enhancement programs or bond insuranc e. 

l The demo graphic dat a prese nted, including popula t ion, pop ulation density, per capit a personal incom e and unemplo yment rate are derived from the most 
recently available US governm ent dat abases. Popul ation. popu lation density and per cap ita personal income com e from the American Community Survey 
while th e unemployment rat e comes from the Bureau of Labor Statistics. 

The largest industry sectors are derived from the Bureau of Econo mic Analysis. Moody 's a llocated th e per capita personal incom e data and unemployment 
data for all co unties in the US cen sus into quartiles. The quartil es are ord ered from strongest-to-weakest from a credit perspective: t he highest per capit a 
personal income quartile is first qua rtile, and the lowes t unemployment rat e is first quartile. 

J_ The institutional fram ework score assesses a municipality's legal abil ity to match revenu es with expenditu res based on its con st itutionally and legislatively 
con ferred powers and responsibili t ies. See US Local Govern ment General Obligation Debt (December 2016) methodology report for more det ails. 

1_ For definiti ons of th e metrics in th e Key Indicators Table, US Local Government General Obligat ion Methodo logy and Scorecard User Guide l!u ly 2014) . 
Met rics represented as N/ A indicat e the data were not available at the tim e of publicat ion. 

2 The med ians come from our most recently publisht'd local government medians report , Medians - Property values key to stab ility, but pens ion burdens 
remain a challenge (March 2018) which is availabl e on Moodys.com. The medi ans present ed here are b~sed on th e key met rics out lined in Moody 's GO 
methodolo gy and the asso ciated scorecard . 
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Mundelein (Village of) IL 
Update to credit analysis 

Summary 

U.S. PUBLIC FINANCE 

The Village of Mundelein, IL (Aa3 negative) benefits from strong resident income levels, a 
moderately sized tax base in the Chicago metro, home rule revenue raising powers, and a 
low debt burden that could be leveraged to divert revenue currently financing capital to 
operations. However, liquidity continues to narrow, and the village's already high pension 
burden will likely grow further given current contribution practices. 

On January 30, 2019, Moody's downgraded the village's general obligation unlimited tax 
(GOULT) rating to Aa3 from Aa2. The outlook remains negative. 

Exhibit 1 

Liquidity narrows due to interfund advances 

Source: audited financial statements 

Credit strengths 

» Strong resident income levels, moderately sized tax base in the Chicago metro 

» Home rule municipal powers provides revenue raising flexibility 

» Low debt burden and fixed costs are moderate despite high pension liabilities 

Credit challenges 

» High and growing pension burden 

» Limited liquidity following substantial recent declines 

Rating outlook 
The negative outlook reflects a trend of draws on liquidity and the likelihood that the pension 
burden will continue to grow under current contribution practices. 

Factors that could lead to an upgrade 

>> Increase in liquidity 
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» Moderation of pension burden 

Factors that could lead to a downgrade 

» Continued draws on reserves 

» Major increases in debt or pension burdens 

Key indicators 

Exhibit 2 

Mundelein (Village of) IL 

Ei::onomy/Tax Bare 

Total R.JII Value ($000) 

Ft>pulation 

R.JII Value Pa-Capita 

Median Family lnoome (% of US Median) 

Rnances 

Opera! ing Fevenue ($000) 

R.md Balance ($000) 

Q\9'l Balance ($000) 

R.Jnd Balance as a% of Fevenues 

Q\9'l Balance as a% of Fevenues 

Debt/Fensons 

Net Direct Debt ($000) 

3-Year Average of Moody's ANA... ($000) 

Net Direct Debt/ R.JII Value(%) 

Net Direct Debt/ Operating Fevenues (x) 

Moody's- ocljusted Net Fenson Liability (3-yr average) to R.JII Value(%) 

Moody's- ocljusted Net Falson Liability (3-yr average) to Ac?venues (x) 

Source: audited financial statements, US Census Bureau, Moody's Investors Se,vice 

Profile 

2014 2015 

$2,270,147 $2,204,265 

31,498 31,624 

$72,073 $69,702 

133.3% 129.3% 

$27,388 $28,422 

$14,840 $13,824 

$13,316 $11,951 

54.2% 48.6% 

48.6% 42.0% 

$17,080 $15,670 

$58,433 $67,915 

0.8% 0.7% 

0.6x 0.6x 

2.6% 3.1% 

2.1x 2.4x 

2016 2017 2018 

$2,266,898 $2,412,816 $2,540,744 

31,550 31,064 31,064 

$71,851 $77,672 $81,791 

136.2% 136.2% 136.2% 

$29,299 $28,511 $28,291 

$13,729 $12,286 $11,063 

$9,646 $7,106 $4,726 

46.9% 43.1% 39.1% 

32.9% 24.9% 16.7% 

$13,925 $12,135 $10,330 

$84,335 $101,843 $110,559 

0.6% 0.5% 0.4% 

0.5x 0.4x 0.4x 

3.7% 4.2% 4.4% 

2.9x 3.6x 3.9x 

The Village of Mundelein is located 40 miles north of downtown Chicago (Bal stable) in northern Illinois (Baa3 stable). It primarily 
provides police, fire, public works, water distribution, and sewage t reatment services to its 31,550 residents. 

Detailed credit considerat ions 

Economy and tax base: strong resident income levels in Chicago metro 

Mundelein's local economy and tax base will remain its primary credit strength given strong resident income levels and its favorable 
proximity to diverse employment in the Chicago metro. As a home rule municipality, the village can draw on its wealth given 
significant revenue raising authority. 

The property tax base remains 12% below its peak despite the village's full value recovering to $2.5 billion in the most recent year from 
a low of $2.2 billion three years prior. Yet, because of its home rule status, the village can legally set any property tax levy on a dollar 
basis regardless of tax base fluctuations. 

Mundelein has practical ability to increase revenues through sales and other special taxes given a strong resident income base equal to 
136% of the US median family income. Major village employers include Medline Industries (900 employees) and a bevy of industrial, 

l h1s publ1Cat1on <'oes not ar.oounce a credit rntmg action ,o, any cred,t raungs referenced ,n th,s publir.at,on please see the rat,ngs tab on the 1ssuedeot1ty page on 
wwv,.. moody, corn fof t l~t." most Ufl-Odtfl-0 credit 1.c1:1rg aftwr'1 mformat:on and rat rng histcry 
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food, medical, and other manufacturers. As of September 2018, the village's unemployment rate was 3.2%, better than the state and 
national rates of 3.8% and 3.6%, respectively. 

Financial operations and reserves: limited and declining liquidity 

While the village has the capacity to restore its liquidity, the timeline for improving it is uncertain given a recent history of 
unpredictable financial results. Fund balance has declined in recent years for capital expenses but remains solid. However, cash has 
eroded substantially due to capital spending and interfund advances. Management is planning to pull back on cash financed capital and 
instead increase borrowing in coming years. 

The village closed each of the last six fiscal years with modest draws on fund balance. Operating fund balances (including general, 
IMRF, social security, and debt service funds) registered at $11.1 million or a still solid 39.1% of operating revenues in fiscal 2018, down 
from a high of $14.8 million or 54.2% of operating revenues in fiscal 2014. This level is commensurate with the village's fund balance 

policy to maintain 4-6 months of general fund expenditures in reserves. A significant component of these draws was self-financing 
capital projects, although village management plans to increase borrowing in the next year to maintain reserves at a similar level. 
Management reports an expected increase in fund balance for fiscal 2019 of $700,000. 

LIQUIDITY 

The village posted $4.7 million in net operating cash at the end of fiscal 2018, equal to a limited 16.7% of operating revenue. This 
represents a major decline from fiscal 2013, when net cash was 51.2% of revenue. The village maintains additional accessible liquidity 
in its roads and equipment replacement funds of $1.2 million or 4.2% of operating revenue. 

Fund balance differs substantially from cash largely due to $4.9 million in interfund loans {as of fiscal 2018) from the general fund 
to other funds. This includes $1.7 million to create a storm water management utility, $1.3 million to support its Archer Business 
Center industrial park and $709,000 for downtown tax increment developments. We believe the village has identified sound sources 
of repayment to begin to restore liquidity and that its five year amortization plan is reasonable, but uncertainty remains given a history 
of negative variances in financial results. Repayment sources include net income generated from the new storm water enterprise and 

long term leases on existing tenants in the industrial park. Tax increment generation will likely lag the other revenue sources in repaying 
its downtown development loans, although we do not expect the general fund to increase support for such loans going forward. 
Management anticipates paying down interfund loans in coming years, leaving an expected $3.3 million remaining at the end of fiscal 
2019. 

Debt and pensions : pension burden to grow ; debt plans forthcoming 

Mundelein's pension burden will remain high given current contribution practices, and its debt burden will increase moderately 
following upcoming borrowing plans. At the end of fiscal 2018, the village owed $10.3 million in outstanding debt, equal to a low 0.4% 
of full value and 0.4x operating revenue. The low debt burden is largely due to the village's historic preference for financing capital 
through its general fund including some reserve draws. Over the next year, the village anticipates issuing $20 million in GO bonds for 
a new public works facility and $10 million in bonds for storm water improvements, financed with a dedicated 3% packaged liquor tax 
that took effect in October 2018. Following these sales, the village will likely have $28.4 million in outstanding debt at the end of fiscal 
2019, equal to a still moderate 1.1% of full value and 1.0x operating revenue. The village's primary leverage pressure is from unfunded 
liabilities owed to its police and fire pension plans. Inclusive of debt service and retirement contributions, Mundelein's fixed costs were 
a moderate 16.7% of operating revenue in fiscal 2018. 

DEBT STRUCTURE 

All of the village's debt is fixed rate and long term. Amortization of existing debt is healthy with 86% of principal ret ired over the next 
ten years. All Moody's rated debt is GOULT, which benefits from a full faith and credit pledge and dedicated property tax levy unlimited 
as to rate or amount. 

DEBT-RELATED DERIVATIVES 

The city is not a party to any derivative agreements. 
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PENSIONS AND OPES 

Village employees participate in one of two single employer public safety defined benefit pension plans or the Illinois Municipal 

Retirement Fund (IMRF) a multiple employer agent plan. Although the police and fire plans are single employer plans, the city has no 
control over benefits because they are established in state statute. All the city can control is cont ributions. 

The state requires communities to make contributions to public safety plans sufficient to reach 90% funding by 2040, a requirement 
that backloads payments for many cities. The village has historically contributed at the minimum amount, which is not sufficient to 
stem future growth in unfunded liabilities. In fiscal 2018, the village's contributions to its pension plans were $2.1 million short of the 

"tread water1" benchmark, or 7.5% of operating revenue. The tread water indicator is sensitive to changes in the discount rates used 
to value public safety pension liabilities. As Mundelein's police and fire plans moved to blended discount rates of roughly 6% in 2017 
from 7% in prior years, service cost increased, leading to a similar increase in its t read water indicator. The blended discount rates are 

low compared to the rates of many Illinois cities; however, they remain above the market rate that Moody's uses to calculate ANPL and 
also signal the expectation that fund outflows will outstrip assets by 2056. 

Exhibit 3 

Contributions lag far below tread water levels 

25.0 ■Total Conlribut[ons as% of Operating Revenues • Tread Water Indicator as "/o of Operating Revenues 

20.3 

17.6 

2016 2017 2018 

Source: audited financial statements, GASB actuarial reports, Moody's Investors Service 

The village's other post-employment benefit {OPEB) burden does not represent a material credit challenge. As of fiscal 2018, the village 
had an unfunded actuarial accrued liability {UAAL) of $4.0 million, or a modest 0.14x operating revenue. 

Management and governance : mod erate institutional framework enhanced by home rule status 

Illinois cities have an Institutional Framework score of A, which is moderate. Inst itutional Framework scores measure a sector's legal 
ability to increase revenues and decrease expenditures. Revenue-raising ability is moderate overall but varies considerably. Home rule 
municipalities, such as Mundelein, have substantial revenue raising flexibility. The village can raise various local taxes and fees without 
approval by voters or the state. Expenditures are moderately predictable but municipalit ies have limited ability to reduce them given 
pension benefits enj oy strong constitut ional protections. 

The village maintains a diverse revenue stream but is exposed to economically sensitive revenues. In fiscal 2018, the village's largest 
revenue sources included property taxes {33%), sales tax (28%) and its share of the state income tax {10%). Given a lack of rate 
limits as a home rule village, property tax revenues are predictable from year-to-year and are not impacted by volatility in equalized 
assessed valuation. The village has increased the portion of its levy to pay pension contributions in step with the state minimum 
funding standards, and it has kept the remaining property tax levy flat. The village also collects a 0.75% home rule sales tax, bringing 
the total sales tax rate to 8.0% within the municipality. In 2018, the village also raised ambulance rates, increased video gaming rates 
and implemented a 3% packaged liquor tax to help finance its new storm water ut ility. 

Endnotes 

1 Our "tread wat er" indicator meas ures th e annual government contribution required to prevent report ed net pension liabilities from growing, based 
on reported assumptio ns. An annual govern ment contribution that treads water equals the sum of employer service cost and interest on the reported 
net pension liability at the start of the fiscal year. A pension plan that receives an employe r cont ributio n equal to tread water will end th e year with an 
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unchanged net pension liability relative to the beginning of th e year if all plan assumptions hold. Net liabilities may decrease or increase in a given year 
due to factors other than the contribution amount, such as an investment performance that exceeds or falls short of a plan's assumed rate of return. Still 
higher contributions will always reduce unfunded liabilities faster, or will allow unfunded liabilities to grow more slowly than lower contr ibutions. The 
degree to which contributions fall below the "tread water" indicator can help quantify a structural operating imbalance stemming from pensions, even 
under reported assumptions. A contribution below the "tr ead water" level in effect suppresses expenditures by leaving an implied interest on net pension 
liabilities unpaid, akin to borrowing at the assumed rate of return for operations. 
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OR R(SOLO, OR STORW fOR SUBS[QU(NT US( IC,~ ANY SU(d PURPOS[, IN WHOIE OR IN M ilT. INAN Y FORM OR "1ANNEROR BY ANYM(ANS WIIATSOCVtR, BY ANY 
P' R~Ot, WITHOUT "IOODY'S PRIOR WRITHN CONSENT 

CRWli RA!INC,S ANU MOODY'S PUBLICAIIONS ARt NOl lNllNl> W FOR USE BY ANY Pt RSON AS A Bt NCHMARK AS THAT TlRM I'> l>lflNED IOR RlGlJLAIORY PlJRPOSb 
AND MUS 1 NOT 8( L:S£0 IN ANY WAY THAT (OIJLO RESULT IN 11 L M BflNC CONSIDERED A Bl NC.1-'MARK 

Ali 1nformat1on contained herein 11 oo:a1n;-d by MOODY S f1orn 1ou1< e, believed by ,r to be amir ale and rei:able B&ause of the poss1b1Uty of hum.nor rnechamul e1101 a• wel 
as other facto!\ , ho-.,.c,,er, all inforrrnt1011 co11tar11ed herein II provided AS IS" w1t11out warranty ol any I.ind MCJQDV'5 adopt, JIJ n,-<:es,ary measure; so ttwt the rnrorrnotion 11 
uses 1n a,11g111nr, a trtd1t ratrng ts of sufl1<irnt quality Jnd from sources MOODY S t0 m,do s to be reltable 11dudmg, when ,lpp1oprrdte, mdepePdent third-p.Jrty sources Ho,.,,,.,, , 
M0 0DY'~ ,snot an aud,ror and canno! •n ,very instance independer tly verify o• validate •nformat -on received ·r. the rat mg p1oces< or ,n pteparing tfie Mood; 's publicahon, 

lo the ~xtent permitted by law. MOODY'S and tH d,rec!Ofs, officers, m1plo•rees, agents representatives. l!censors and suppliers disda,m ltab,hty to any person or entity for any 
11 dH<·Ct, special, conscqvenl1al. or 111t1de11tal lo,ses or ddmages w~atsoever a,,smg frorn or 111 <0nnect1un w,th the 1nformat,on ~ontamed herein 01 the use of or 1oob1llly to use any 
,v. h mfotmat ,c, , even tf MOODY'S or Jny of ,1, d11er:tors, off,<ers. employee;, aeents, reµre,entallves, ,Kensor1 01 supplie« 11 advised 111 advan,.e of the Poss,biltly of such lo<s~, 01 
darn.ges, mdudmg but not llm,ted to (a) any loss of pre,en1 or p10,pet11ve profits or (b) any loss 01 domage ans1ng wfl{'te the relevant fJnaooal ,mtrument 15 not the suu;e< 1 or a 
part,cuiar cred,t rating asstgned by MOODY'S 

lo the extent permitted by lav., MOODY'S and ,ts dnectors, officers, employees, agents representatives. !,c,·nsors and suppliers disclaim habilrty fot any direct 01 compensatory 
los,es or damages , ,1u,ed lo any pe1'on or t.'fltrty, ,ndud,ng but not l1:n1ted 10 by any negligente (but exdudmg fr dud. willful 111,scondu(I or any other type or hal~hty that. ro, the 
.;vo,dawe of dou:,t, by law cannol be P<dudedJ on lhe part of, or any con\lngr11cy w1th.n 01 beyond th~ control of, MOODY'S or any of its d1recto1s, off1Cers. employee!>. dgtnLs, 
repre.sentat1ves. lt(ensor!: or supplier-., arising from or m connecr:on with tne mformat1on contained herem or the use or o~ 1nab1hty to use dl'l)' !luch mformdtt0n 

NO WARRAN rv [XPR[S, OR IMPll lD, AS TO TH[ ACCURACY, II MHINESS, COMPLfTENESS, MfRCHANTA!llLITY OR flTNESS fOR A'I Y PARTICULAR PURPOSE OF ANY CREOIT 
R4TING OR OTHER OPINION OR INf ORMAIION IS GIVEN OR MAllt BY MOODY'S IN ANY I URM UR i":ANNl:R WHATSCJlVl:R 

Moody's Investors ServJC~ '"'. • wholly-ownPd credit ratrng agency subsidiary of Moody', Corpcrat•~n ("MCO"), hereby discloses that most i<suers of debt securities (mctcd,ng 
corporate and msn:opa. bonds, debentures, notes and commerc,al paper) and prefened stoc~ rated by Moody's Investors Service, Inc have, pnor to assignment of any ratrng, 
agreed to pay t o r~oody's Investors Se1vice. Inc for ratmg1 op1n1ons a:•d semces rendered by 11 fees ranging ftom $1,000 to approx1ma1ely Sl,700,000 MCO ,nd MIS ,lso ma•nta,n 
pohc1e1 and procedures to acdres• tl•r, 1rdepl'nde11ce of MIS's rating, and rdtmg proces,es lnlo rmat,on regarding certain affd,ation< that may ey1;t b<?tw,'fn directors of MCO ancJ 
;,1tfd ent,1:e>, and belv.,en ent1!1es who hold r,,t,nl!s trom MIS an<l have also publidy 1ei,'Orted lo the StL a, ownership mterest ,n MCO of rno,e Lh,,n !>¼," posted annually a t 
"'MY' mo.9dys com ucder the headmg 'lr.ves•o1 Rela11ons-(orpo r,ite GovernJnce - Drrte<t,~ and ;h areholder Affiliati on Poh<y • 

Add1t,onal terms ro, Australia only Any pubilcatio1, into Aus11alia of 1h11 document ,s pur,u.n t to t he AtJ<trahan Fmanc•ill Servtce< l,cense of MOODY'~ arf.ltate. Moody's ,~,e 1tor, 
Service Pty Lun,ted AB~ &1 003 399 65/AFSL 336969 and/or !V'oody's Anal}··" ' Au•traha rry td ABN 94 105 136 972 NSU835 69 {as apphcabie) lh ;; document ,s 1ntendrd 
lu ~, p1ovrdr•d onl 1 to wholesale d•ents• w1tl11111he 1nean,11g ols ecllon 761L of the Corporations Act l0 01 By wntmumg lo access 1h11dotumen1 from wrtltm Au,tr,ll•a. vou 
rep,eset,t to MOODY'S 11..-i! you .1re 01 dfe occa,, ing th" documen1 d> o representative c f, J "wholesale d1en!' 011d that neither you nor lht em,ty you represent wrll dire<tly or 
inc1rectlv Cls-,enur.-1te Hus dotumcnt or tt, tootH1h to ·reto1! ch,mh w,thrn the medU!P9, o: ~ec.t1on /61<.t of th11 Corporat1N1>A<t 2001 MOODY') ued!I rqtir1g i~ an op,mo11 as to 
th, cr~d;rworthmess of a debt obligat,on of th., ,m ,er, r>Ot on tlie equ!ly secllr!Tles of the ,ssuer or any form of secunty that 11 available to retail 111,c,tors 

Add,t ,onal term< for Japo:1 only Moody I Japan f( K ("MJKK'') 1s ii wholly-owned credit ,atiog df.<'ncy subsro,ary of Moody, Groep Japan GK wh,ch rs wholly-owned by Moody's 
Oversc,1s Hold111g, In, . a wholly-owned subsid1a1y or MCO Moody's S1 Japan K K ("MSrj"J h • w110Uy-ownec «ed it roting agency ;ub11d1ary or MJKK M\tJ 1s not a Nat,onally 
Ht ogn11e<l Stat,111. al katl"g OrgJn1,a1rcn ("'JR\RO") fherelore nedn r,1t,ngs a1,1gned by M51') a>c Nc,n-NR~RO Credit Rdlln~s N,,11-NRSRO (.redtt Rat111g, a·e .issigr~d by a•· 
e1111ty that IS ~ot a NRS~O and con,equentl} the rated obl,r,at,on N,11 not qu,1flfy for c~na,~ types of t reatment under US laws MJKK and MSFJ are credit rat.ng ageno es ,eg,str red 
v11ti; the Japan f 1nanc1al Serv,res Agency and their reg11trat1or numbers ,ire f $,\ Commissioner (Ratmgs) No 2 and 3 respecuvely 

MJKK o, MSf J r., apphtallle) h~reby d11do,c 11>11 rno~t 11~ue,; of deb1 ,e,unt il'S (including ,orpo ratc and murnupal bonds. deh.ntutes, notes dod comm,'1< ial papc,) an<J preferred 
,1cxk :ated by MJK•: o: MSf J (as appii,at ie) have, p, 1or t, '' '"gnmcnt of any rat ing, agree<! to ~•Y !o NJf:K 01 M~l J (as appkJble) ro, ra11ng1 op1n,o"' and ,ervice, rendered b) 11 fees 
ranginr irum JPYl6,0UO tu ,pprv<,maldy IPY2~0.0U0.000 

MJKK and M~t ~ dtso maintain poitc,es dnd prcx.edur..!~ to r',ddH S\ jdpa"'rse regul11tory rPqmrernent 
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