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Summary:

Downers Grove, Illinois; General Obligation
Credit Profile

US$5.62 mil GO rfdg bnds ser 2010B due 01/01/2012-2021

Long Term Rating AA+/Stable New

Downers Grove Vill

Long Term Rating AA+/Stable Affirmed

Rationale

Standard & Poor's Ratings Services assigned its 'AA+' long-term rating to Downers Grove, Ill.'s series 2010B

general obligation (GO) refunding bonds. Standard & Poor's also affirmed its ratings on the village's GO debt

outstanding.

The 'AA+' rating reflects our assessment of the village's:

• Participation in the Chicago metropolitan area's deep and diverse economy;

• Very strong income and extremely strong wealth levels;

• Very strong reserve levels with strong financial management practices; and

• Low overall debt burden.

The series 2010 bonds are payable from ad valorem property taxes levied against all of the taxable property within

the village, without limitation as to rate or amount. Management intends to use bond proceeds to refund the

village's outstanding series 2002 GO bonds.

The village of Downers Grove is about 23 miles southwest of downtown Chicago, in eastern DuPage County ('AAA'

GO debt rating). The village has a large corporate presence and is home to the corporate headquarters of FTD, Inc,

Arrow Gear, Co, and Sara Lee. Residents also benefit from proximity to the wide range of employment

opportunities in the western suburbs, particularly along the nearby Interstate 88 technology corridor. In addition,

downtown Chicago is a 25-minute train ride away. The village's population has grown steadily over time, reaching

about 49,000 according to current estimates.

In our opinion, income levels of village residents are very strong, with both median household and per capita

effective buying income at 131% of national levels. With several corporate and retail commercial developments

recently completed in Downers Grove, the tax base grew 24% from 2005-2009 to an estimated market value of

$7.6 billion, or what we consider an extremely strong $160,122 per capita. The tax base is very diverse, with the

village's 10 leading taxpayers accounting for only 7.4% of equalized assessed valuation.

Downers Grove maintains very strong financial operations in light of the recession's toll on revenues. For fiscal

2009 (Dec. 31), the village reported a general fund shortfall of $333,000, lowering the unreserved general fund

balance to $15.4 million, or a very strong 39.2% of expenditures. To better align spending with stagnant revenues,

management outlined a three-year phase in of tax increases and spending reductions in its 2010-2012 long-range

financial plan. This plan calls for the use of $834,000 in general fund reserves during 2010, followed by balanced
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operations in 2011 and a return to reserve building in 2012. We understand that the village is on track to complete

fiscal 2010 with budgeted figures and that the fiscal 2011 budget has been balanced without the use of any reserves.

The village has a diverse revenue stream consisting mostly of sales (27% of fiscal 2009 general fund revenues),

property (24%), utility (15%), and income (10%) taxes. Supplementing its share of state sales taxes, the village also

levies a home rule sales tax, which was recently increased by one quarter of a percent to 1%, effective July 2010.

Management intends to earmark revenues from the home rule sales tax for capital needs (50%), debt service (25%),

and general fund operations (25%). The village is also exercising its authority as a home rule community by

increasing its general fund operating property tax levy by $500,000 a year during 2010, 2011, and 2012. Through

increasing property tax receipts, management hopes to shift some of its reliance away from sales tax to property tax

revenues, which the village sees as more reliable.

Downers Grove's financial management practices are considered "strong" under Standard & Poor's Financial

Management Assessment, indicating that practices are strong, well embedded, and likely sustainable. The village

develops its budget using various sources of data to support its revenue and expense assumptions. It monitors its

revenues and expenditures carefully and provides monthly reports to the elected officials. Downers Grove's

long-term financial plan and capital improvement plan both span five fiscal years and are updated annually. The

formal debt management policy provides parameters for debt issuance. A formal liquidity policy calls for cash to be

held at a level of two-to-four months' expenditures, with adjustments made for items such as capital assets and

pension expenses supported by a tax levy.

The village's overall debt burden, including overlapping debt, is low at 1.9% of market value, yet moderate on a per

capita basis at $3,071. The debt service carrying charge was moderate, in our view, at 8.3% of total governmental

funds expenditures less capital outlays in 2009. Downers Grove began implementation of a watershed infrastructure

improvement plan in 2008 and anticipates the issuance of a total of $50 million of GO bonds for storm water and

street improvement projects within the next five years. The village is also considering the issuance of approximately

$10 million in GO bonds within the next few years to fund improvements to its water utility system.

Outlook

The stable outlook reflects Standard & Poor's expectation that Downers Grove will continue to take steps to return

and maintain its general fund at balanced operations, thereby maintaining its very strong reserve levels. The village's

participation in the diverse Chicago metropolitan area economy further supports the outlook

Related Criteria And Research

USPF Criteria: GO Debt, Oct. 12, 2006

Ratings Detail (As Of October 7, 2010)

Downers Grove Vill go

Unenhanced Rating AA+(SPUR)/Stable Affirmed

Downers Grove Vill GO

Unenhanced Rating AA+(SPUR)/Stable Affirmed

Many issues are enhanced by bond insurance.
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Complete ratings information is available to RatingsDirect subscribers on the Global Credit Portal at

www.globalcreditportal.com and RatingsDirect subscribers at www.ratingsdirect.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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www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
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independent verification of any information it receives.
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reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
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