PUBLIC FINANCE CONSULANTS SINCE 1954

'/ SPEER FINANCIAL, INC.
KEVIN W. McCANNA DAVID F. PHILLIPS LARRY P. BURGER DANIEL D. FORBES BARBARA L. CHEVALIER RAPHALIATA McKENZIE

PRESIDENT SR. VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT VICE PRESIDENT

November 6, 2013

The Honorable Aaron Lawlor
And Members of the County Board
County of Lake, lllinois
18 North County Street
Waukegan, lllinois 60085

Dear Chairman Lawlor and County Board Members:

Bids were received today for the $30,000,000 General Obligation Road Bonds (Sales Tax Alternate Revenue
Source), Series 2013. There were twelve bids received which are listed at the bottom of this letter in
accordance with the signed bids.

Upon examination, it is our opinion that the bid of Hutchinson, Shockey, Erley & Co., Chicago, lllinois, is the
best bid received, and it is further our opinion that the bid is favorable to the County and should be accepted
The debt service does not exceed $7,000,000 in any year and the Bonds do not bear interest greater than
5.0% in any year. We therefore recommend that the Bonds be awarded to that bidder at a revised price of
$34,421,764.56, being at a revised true interest rate of 2.0659%. The bidders are listed as follows:

True

Account Managers Interest Rate
Hutchinson, Shockey, Erley & Co., Chicago, IL (Original Bid - 2.0937%)... = 2.0659%(Revised Bid)
BMO Capital Markets GKST Inc., Chicago, IL..........cccviiiiiiiiiiii, 2.0998%
Raymond James, St. Petersburg, FL ... 2.1094%
Piper Jaffray & Co., Minneapolis, MN..............cccccciiii 2.1200%
Janney Montgomery Scott, Philadelphia, PA............cccccoiiii 2.1251%
Citigroup, Chicago, IL.........cooiiiiiiiiii e 2.1267%
US Bank N.A., New York, NY ... e 2.1493%
Oppenheimer & Co., Chicago, IL ........ccceiiiiiiiiiiii e 2.1657%
‘Mesirow Financial, Inc., Chicago, IL.........cccccccoiiiiiiiiiiiii e 2.1806%
Robert W. Baird & Co., Inc., Milwaukee, Wl ................cooiiiiiiiii e 2.2247%
UBS Financial Services, New York, NY ... 2.2276%
Fifth Third Securities, Cincinnati, OH .............cccooiiiiii i 2.3338%

The open auction savings to the County by reduced interest costs associated with the bid improvement of
0.155701% by the winning bidder equates to $86,216.66.

Respectfully submitted,

Barbara L. Chevalier ; T
Vice President

BLC/pls
_Enclosures

SUITE 4100 « ONE NORTH LASALLE STREET * CHICAGO, ILLINOIS 60602 * (312) 346-3700 » FAX (312) 346-8833
SUITE 608 531 COMMERCIAL STREET « WATERLOO, IOWA 50701 « (319) 291-2077 FAX (319) 291-8628
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SPEER FINANCIAL, INC.

PUBLIC FINANCE CONSULTANTS SINCE 1954

SUITE 4100 * ONE NORTH LASALLE STREET e CHICAGO, ILLINOIS 60602  (312) 346-3700 ® FAX (312) 346-8833

Bidders*
Hutchinson,
Chicago, IL

Shockey,

Bidders*

Erley & Co.,

$30,000,000

Investmen

t Ratings:

Moody'’s Investors Service ... Aaa

Standard & Poor’s Corporation ... AAA

THE COUNTY OF LAKE, ILLINOIS
General Obligation Road Bonds (Sales Tax Alternate Revenue Source), Series 2013

Date of Sale: November 6, 2013
Average Life: 5.905 Years

Revised Average Life: 5.833 Years

Bond Buyer Index: 4.48

Price Maturities

115.030% 2014
$34,508,912.00 2015
(Original) 2016
2017

114.739% 2018
$34,421,764.56 2019
(Revised) 2020
2021

2022

Price
115.372%

BMO Capital Markets GKST Inc., Chicago, IL

Raymond James, St. Petersburg, FL
Morgan Stanley Dean Witter, Jefferies, FTN
Financial Capital Markets

Piper Jaffray & Co., Minneapolis, MN

Janney Montgomery Scott, Philadelphia, PA

Citigroup, Chicago, IL

Southwest Securities, Drexel Hamilton

US Bank N.A., New York, NY
U.S. Bancorp Investments, Inc.

Oppenheimer & Co., Chicago, IL

Mesirow Financial, Inc., Chicago, IL

Robert W. Baird & Co., Inc., Milwaukee, WI

UBS Financial Services, New York, NY

JP Morgan

Fifth Third Securities, Cincinnati, OH

(Based on TIC)

$34,611,610.35
1156.773%

$34,731,995.70
114.872%

$34,461,496.26

1156.219%
$34,565,788.64

115.669%
$34,700,759.94

115.074%
$34,522,123.01

114.975%
$34,492,471.84

114.886%
$34,465,669.90

111.901%
$33,570,331.64

114.834%
$34,450,140.45

113.971%
$34,191,319.95

Original Revised
Bid Bid
Amounts Amounts Rates
$6,035,00 $5,600,000 3.000%
100,000 450,000 3.000%
100,000 450,000 3.000%
100,000 450,000 3.000%
1,200,000 1,625,000 3.000%
6,275,000 5,870,000 5.000%
6,460,000 6,165,000 5.000%
6,655,000 6,475,000 5.000%
3,075,000 3,015,000 5.000%
Maturities Rates
2014-2017 3.000%
2018-2022 5.000%
2014-2022 5.000%
2014-2018 3.000%
2019-2022 5.000%
2014-2017 3.000%
2018-2022 5.000%
2014-2022 5.000%
2014-2017 3.000%
2018-2022 5.000%
2014-2017 3.000%
2018-2022 5.000%
2014-2017 3.000%
2018-2022 5.000%
2014-2019 3.000%
2020-2022 5.000%
2014-2017 4.000%
2018-2022 5.000%
2014-2017 3.000%
2018-2022 5.000%

True
Interest
Original
Bid
2.0937%
$4,087,128

Revised
Bid
2.0659%
$3,980,465

True
Interest**
2.0998%

$4,104,763

2.1094%
$4,124,838
2.1200%
$4,134,544

2.1251%
$4,150,585

2.1267%
$4,156,073

2.1493%
$4,194,251

2.1657%
$4,223,902

2.1806%
$4,250,704

2.2247%
$4,270,966

2.2276%
$4,336,463

2.3338%
$4,525,054

*Syndicate information is provided by the underwriter. The information contained in this report is the most current available. The true interest rate reflects the time value of

money where dollars spent in early years have a greater weight than dollars spent in a later years.



$30,000,000 *

The County of Lake, Hlinois
General Obligation Road Bonds
{Sales Tax Alternate Revenue Source)

Series 2013

SIGNED COPY

Best Revised AON TIC
2.065858 %

Best AON TIC:
2003715 %
Resized Serial/

Principal Principal Sinker/

Due Amount * Amount Term Coupon
Nov 30, 2014 $6,035,000 35,600,000 Serial 3.000%
Nov 30, 2015 $100,000 $450,000 Seral 3.000%
Nov 30,2016 $100,000 $450,000 Serial 3.000%
Nov 30,2017 $100,000 $450000 Serial 3.000%
Nov 30, 2018 $1,200,000 31,525,600 Serial 3.000%
Nov 30, 2019 $6,275,000 $5870,000 Serial 5.000%
Nov 30, 2020 $6,460,000 36,165,000 Seral 5.000%
Nov 30, 2021 $6,655,000 $6.475,000 Serial 5.000%
Nov 30, 2022 $3,075,000 $3,015000 Serial 5.000%
Original Purchase Price: $34,508 912.00
Resized Purchase Price: $34421764.56
Spread: Nene Entered .
‘Time Submitted: November 6, 2013 at 10:5%:46

Best AON Bidder:
Huichinson Shockey Erley

AMEST

* Numbers displayed in blue are post sale

adjustments.

SpeerAuction Interest Cost Calculations
(for informational purposes only)
Original Resized
ue Size $30,000,000 | $30,000,000

KGross Interest $8,596,040.28 | $8402,229.17
Plus Discount/(Less Premium) (4,508,912.00) 1 (4,421,764.56)
[Total Futerest Cost $4,087,128.28 | $3.980,464.61
[True Enterest Rate 2.003715% 2.065858%
Total Bond Years 177,136.67 175,001.67
Average Life 5.905 Yenrs 5,833 Years

Firm: Hutchinson Shockey Erley

' Preliminary, subject to change

The foregoing bid as submitted or as revised post sale, if appropriate, was accepled and the
Securities sold by action of this Board, and receipt is hereby acknowledged of the good faith
Deposit, if any, which is being held in accordance with the terms of the annexed Official Notice

Signature: QMW%R&(‘Q’W\@LL

Thle:_ L&\k\ CQ(,Q ﬂk@ UW\M\&LL’LQ\

The foregoing bid as submitted or as revised post sale, if appropriate, was accepted and the
Securities sold by action of this Board, and receipt is hereby acknowledged of the good faith
Deposit, if any, which Is being held in accordance with the terms of the annexed Official Notice

| M A

.V
Gﬁ. ¢ g CDO"{ A G \)\ Teesbe ()f( F 1 fen AED

Signature:

Title:




The County of Lake, Illinois
General Obligation Road Bonds, (Sales Tax Alternate Source), Series 2013
Final
Debt Service Schedule
Date Principal Coupon Interest Total P+l Fiscal Total .
11/25/2013 - - - - . |
05/30/2014 ) - - 683,729.17 683,729.17 -
11/30/2014 5,600,000.00 3.000% 665,250.00 6,265,250.00 6,948,979.17
05/30/2015 - - 581,250.00 581,250.00 -
11/30/2015 450,000.00 3.000% 581,250.00 1,031,250.00 1,612,500.00
05/30/2016 - - 574,500.00 574,500.00 -
11/30/2016 450,000.00 3.000% 574,500.00 1,024,500.00 1,599,000.00
05/30/2017 b - 567,750.00 567,750.00 -
11/30/2017 450,000.00 3.000% 567,750.00 1,017,750.00 1,585,500.00
05/30/2018 - - 561,000.00 561,000.00 -
11/30/2018 1,525,000.00 3.000% 561,000.00 2,086,000.00 2,647,000.00
05/30/2019 - - 538,125.00 538,125.00 -
11/30/2019 5,870,000.00 5.000% 538,125.00 6,408,125.00 6,946,250.00
05/30/2020 - - 391,375.00 391,375.00 -
11/30/2020 6,165,000.00 5.000% 391,375.00 6,556,375.00 6,947,750.00
05/30/2021 - - 237,250.00 237,250.00 -
11/30/2021 6,475,000.00 5.000% 237,250.00 6,712,250.00 6,949,500.00
05/30/2022 - - 75,375.00 75,375.00 - !
11/30/2022 3,015,000.00 5.000% 75,375.00 3,090,375.00 3,165,750.00 |
Total $30,000,000.00 - $8,402,229.17 $38,402,229.17 - '
!
Yield Statistics '?
Bond Year Dollars $175,001.67
Average Life 5.833 Years
Average Coupon 4.8012281%
Net Interest Cost (NIC) 2.2745295%
True Interest Cost (TIC) 2.0658584%
Bond Yield for Arbitrage Purposes 2.0187673%
All Inclusive Cost (AIC) 2.1483212%
IRS Form 8038
Net Interest Cost 1.8888830%
Weighted Average Maturity 5.978 Years
!
Series 2013 Final | SINGLE PURPOSE | 11/6/2013 | 12:39 PM

Speer Financial, Inc.

Public Finance Consultants Since 1954




Mooby’s

INVESTORS SERVICE

New Issue: Moody's assigns Aaa to Lake County IL's $30M GO Road Bonds (Alt
Rev), Ser. 2013

Global Credit Research - 31 Oct 2013

Aaa applies to $112.5M of post-sale GO debt

LAKE (COUNTY OF) IL
Counties
IL

Moody's Rating
ISSUE RATING
General Obligation Road Bonds (Sales Tax Alternate Revenue Source), Series 2013 Aaa
Sale Amount $30,000,000
Expected Sale Date 11/14/13
Rating Description General Obligation

Moody's Outlook

Opinion

NEW YORK, October 31, 2013 --Moody's Investors Service has assigned a Aaa rating to the Lake County, IL's
$30 million General Obligation Road Bonds (Sales Tax Alternate Revenue Source), Series 2013. While the bonds
are secured by the county's general obligation unlimited tax pledge, which is unlimited as to rate and amount, debt
service is expected to be paid from the revenues generated by the county's sales tax for transportation and public
safety. Proceeds of the bonds will finance road improvements throughout the county . Moody's maintains a Aaa
rating on the county's $112.5 million of outstanding general obligation debt, including the current offering.

SUMMARY RATING RATIONALE

The highest quality Aaa rating incorporates the county's developed economic base with strong wealth levels; well-
managed financial operations with healthy reserves that provide substantial flexibility; and manageable debt
burden with moderate future borrowing plans.

STRENGTHS

- High level of liquid General Fund reserves

- Large tax base which continues to experience diversification
CHALLENGES

- Recent tax base valuation declines

- Slow amortization period

DETAILED CREDIT DISCUSSION

DEVELOPED ECONOMIC BASE WITH STRONG WEALTH LEVELS; RECENT TAX BASE VALUATION
DECLINE

Located just north of Chicago (A3/negative outlook), Lake County's historical growth was primarily driven by
strong residential development and expanding commercial activity coupled with a population that has almost tripled
since 1950. The county now ranks third largest in the state with 703,462 in population as of the 2010 census, an



increase of 9.2% since 2000. The tax base, currently valued at $74.2 billion, previously recorded robust growth on
an annual basis. More recently, the broader impact of the national recession and declines in the real estate market
has led to declines in valuation over the last four years, including declines of 6.9% and 8.4% in 2011 and 2012,
respectively. As a result, the county's tax base has declined at an average annual rate of 3.6% over the last five
years. Going forward, management expects valuations to flatten due to stabilization within the real estate market
and ongoing development.

The county's favorable location, which borders Lake Michigan and is within close proximity to Chicago, has ample
land available for development and ample rail and road transportation is expected to yield positive growth trends
over the long-term. Residential development has moderated, though the diverse economy includes large private
employers such as Abbott Laboratories (A1/negative outiook) and Baxter International Inc. (A3/stable outlook), two
major health care products manufacturers, and the Great Lakes Naval Training Center, which employs 11,000
both civilian and military personnel. Six Flags Great America and Gurnee Mills Mall are also located in the county.
The diversity of the economic base has yielded an unemployment rate of 8.5% (as of July 2013) that is more
modest than the state's rate of 9.6%, yet is higher than the national rate of 7.7% for the same time period. Lake
County is the state's second wealthiest county, and growth in per capita income has far outpaced the state.
Resident wealth levels remain strong, with median family income and per capita income at 145.6% and 139.5% of
national levels, respectively, according to American Community Survey's 2006-2010 five year estimates.

WELL-MANAGED FINANCIAL OPERATIONS WITH HEALTHY FUND BALANCES THAT PROVIDE
SUBSTANTIAL FLEXIBILITY

The county's finances are well-managed and it continues to maintain healthy reserves, which will likely result in
continued favorable financial operations going forward. Subsequent to capital-driven, budgeted operating deficits in
2008 and 2009, the county has recorded three successive operating surpluses of $7.5 million, $12.7 million, and
$7.6 million in fiscals 2010 through 2012. Management attributes the sizable increases in reserves to conservative
budgeting practices, particularly in economically sensitive revenues, and close management of expenditures.
Aside from year over year reductions in personnel headcount, the management has implemented health
insurance, benefits (FICA and pension) and risk management adjustments that have generated nearly $20 million
in expenditure savings compared to budgeted expectations between fiscals 2011 and 2012. The General Fund
maintained a reserve balance of $127.9 miillion, or a healthy 76.2% of revenues, at the conclusion of fiscal 2012.
Management expects to conclude fiscal 2013 with a minimum General Fund operating surplus of $3 million.

MANAGEABLE DEBT BURDEN WITH SLOW PRINCIPAL AMORTIZATION

The county's debt burden is likely to remain manageable due to continued tax base growth and limited future
borrowing plans. The county's direct debt burden is 0.2% and easily affordable as past growth in the tax base has
kept it manageable. Countywide population growth has been accompanied by substantial increases in debt from
underlying jurisdictions. The overall debt burden, at 3.1%, is average and incorporates approximately $2.3 billion of
overlapping debt from other local government units. All general obligation debt of the county is paid from alternate
revenue sources, county sales tax receipts, which ease the burden on the general property tax levy. Principal
amortization is below average with 46.4% of direct debt obligations within 10 years. Management has outlined
plans to issue $21 million in GO debt for road improvements in 2014. All of the county's debt is fixed rate and Lake
County is not party to any derivative agreements.

The county has a moderate employee pension burden, based on unfunded liabilities for its participation in two
multiple-employer agent plans. Reported unfunded pension liabilities consist of $77.5 million for county's portion of
the statewide lllinois Municipal Retirement Fund (IMRF) and $39.5 million for the statewide lllinois Sherriff's Law
Enforcement Personnel Fund as of December 31, 2011. Together, these reported liabilities amount to $116.9
million.

Moody's fiscal 2011 adjusted net pension liability (ANPL) for the county, under our methodology for adjusting
reported pension data, is $223.1 million, or 0.9 times operating revenues. The county's ANPL is comparable the
sector average of less than one times operating revenues. Moody's ANPL reflects certain adjustments we make
to improve comparability of reported pension liabilities. The adjustments are not intended to replace county's
reported liability information, but to improve comparability with other rated entities.

What could change the rating - DOWN
- Significant structural imbalance in the General Fund leading to material declines in fund balance and liquidity

- Deterioration of the district's tax base and demographic profile



KEY STATISTICS:

2010 Population: 703,462 (+9.2% since 2000)

2012 Full valuation: $74.2 billion

Full value per capita: $104,281

Direct debt burden: 0.2%

Overall debt burden: 3.1%

2006-2010 American Community Survey median family income as a % of nation: 145.6%
2006-2010 American Community Survey per capita income as a % of nation: 139.5%
Lake County unemployment rate: (July 2013): 8.5%

Amortization of principal (10 years): 46.4%

Fiscal Year 2012 General Fund balances: $127.9 million (76.2% of General Fund revenues)
Post-sale general obligation debt: $112.5 miillion, including current offering

PRINCIPAL METHODOLOGY USED

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.

Analysts

Mark G. Lazarus

Lead Analyst

Public Finance Group
Moody's Investors Service

Edward Damutz

Additional Contact

Public Finance Group
Moody's Investors Service



Contacts

Journalists: (212) 553-0376
Research Clients: (212) 553-1653

Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10007

USA

MoobDy’s

INVESTORS SERVICE

© 2013 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODY'S"). All rights
reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY'S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN
ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND
CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE
RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT
RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR
ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S
PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE
ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S
from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as
well as other factors, however, all information contained herein is provided "AS IS" without warranty of any kind.
MOODY'S adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient
quality and from sources Moody's considers to be reliable, including, when appropriate, independent third-party
sources. However, MOODY'S is not an auditor and cannot in every instance independently verify or validate
information received in the rating process. Under no circumstances shall MOODY'S have any liability to any
person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error



(negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any of
its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis,
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use,
any such information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as, statements of opinion
and not statements of fact or recommendations to purchase, sell or hold any securities. Each user of the
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Credit Profile

US$30.0 mil GO rd bnds (sales tax ARS) ser 2013 due 11/30/2022

Long Term Rating AAA/Stable New
Lake Cnty
Long Term Rating AAA/Stable Affirmed
Rationale

Standard & Poor's Ratings Services assigned its 'AAA' rating to Lake County, Ill.'s series 2013 general obligation (GO)
road bonds. We also affirmed our 'AAA' rating on the county's outstanding GO bonds based on our recently released
local GO criteria. The outlook is stable.

The series 2013 GO bonds, like the series 20104, 2011A GO road bonds, are alternate revenue source bonds secured
by the county's revenues from its 0.25% Regional Transportation Authority (RTA) sales tax, and by unlimited ad
valorem property tax to the extent that pledged revenues are insufficient. Under the bond resolution, the county is
required to only abate the debt service levy to the extent that pledged revenues have been deposited into a debt

service account.
The rating reflects our assessment of the following factors for the county:

e Very strong economy, which is part of the broad and diverse Chicago metropolitan area;

e Very strong budgetary flexibility due mostly due to the unassigned general fund balance;

e Strong budgetary performance, with positive general fund operations reported for the last three audited fiscal years
through fiscal 2012;

e Very strong liquidity in terms of cash levels covering debt service and expenditures;

¢ Very strong management with financial policies and practices that we consider strong; and

e Adequate debt and contingent liabilities position, driven by the county's overlapping debt.

Very strong economy

We consider Lake County's economy to be very strong with estimated market value per capita at $103,000 and
projected per capita effective buying income for 2017 at 139% of the nation's level. In addition, the county is one of
Chicago's "collar counties" and its economy benefits from being part of the broad and diverse Chicago metropolitan

area.

Lake County is north of Chicago between Cook County and the Wisconsin state line. Lake Michigan forms the county's
eastern boundary. The county's population has grown 9.2% since the 2000 U.S. Census, to 703,462 in 2010; the current

population is an estimated 711,758. Waukegan is the county's seat and largest city with a population of about 89,000.

Median household effective buying income for the county is very strong at 144% of the nation's levels. The county is

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT OCTOBER 31, 2013 2

1210127 | 301372653



Summary: Lake County, Illinois; General Obligation

home to some of the wealthiest communities in the nation, including Lake Forest and Highland Park. There are also
less-affluent communities such as Waukegan and North Chicago, which have median household incomes that are at or
below national levels. The county's employment diversity is reflected in its below-average unemployment rate of 8.7%
in 2012, below the state's 8.9% and nation's 8.1%.

Due to the recent recession's impact on commercial and residential real estate values, the county's equalized assessed
valuation (AV) shrank nearly 20% from 2009 to 2012. Estimated fair market value of the tax base is $73.4 billion. The
tax base is very diverse, in our view, with the 10 leading taxpayers accounting for just 2% of equalized AV.

Very strong budgetary flexibility
In our opinion the county's budgetary flexibility is very strong, with available reserves at 66% of general fund
expenditures for fiscal 2012 (Nov. 30). In addition to the $103.7 million unassigned general fund balance, available

reserves include the $26.7 million risk management fund balance.

Strong budgetary performance

The county's budgetary performance in fiscal 2012 was strong with a reported general fund surplus of $7.76 million.
After adjusting for one-time capital spending and a related grant, the general fund surplus was 10% of expenditures.
With these same adjustments, the surplus for the total governmental funds was 2.7% of adjusted expenditures for fiscal
2012. For 2013, management projects a general fund surplus of between $3 million and $6 million despite $9.18 million
of one-time capital expenditures. Management reports that the budget for 2014 will be structured with a $1.76 million

general fund surplus.

The county is subject to a property tax levy cap equal to the lesser of 5% or the rate of inflation, except with regard to
new construction. In spite of the tax cap, the county's financial position remains strong due to conservative fiscal
management and a quarter-cent RTA sales tax, which was implemented in 2008 and generated $27.6 million in fiscal
2012. Although the county can use its RTA sales tax revenues for public safety and transportation expenditures, the
county board designated these revenues for road improvements, including debt service for the series 20104, 2011A,

and 2013 alternate revenue source GO bonds.

Very strong liquidity

Supporting the county's finances is liquidity we consider very strong, with $187.7 million of available cash, cash
equivalents, and short-term investments held in the general fund, risk management, public works, and internal service
funds. This amounted to 52% of adjusted total governmental funds expenditures and 3,060% of governmental funds
debt service. In addition, we believe the county has strong access to external liquidity because of the frequency of its

GO debt issuance.

Very strong financial management
We view the county's management as very strong with "strong" financial policies and practices according to our
Financial Management Assessment (FMA). An FMA score of "strong" indicates that practices are strong, well

embedded and likely sustainable.

The county's budget manager reviews revenues and expenditures on a regular basis and provides the board with a

quarterly budget report. Management plans its annual budgets with the help of 10-year financial projections and a
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five-year capital improvement plan. The county has its own board-approved debt and investment policies, and
management provides the board with a monthly treasurer's report. The formal fund balance policy requires each fund
that is supported by property taxes, except the liability insurance fund, to maintain a reserve equal to at least 15% of
operating budgeted expenditures, a cash flow reserve, and a reserve for risk fund liabilities.

Adequate debt and contingent liability profile

In our opinion, the county's debt and contingent liability profile is adequate, with total governmental fund debt service
at 1.7% of total adjusted governmental fund expenditures and net direct debt at 47% of total governmental fund
revenue. Including overlapping debt, overall debt is 3% of market value. Amortization is above average, with 60% of
debt scheduled to mature within the next 10 years. Management reports that the county plans to issue $21.8 million of
additional alternate revenue source GO bonds for road improvements by early 2015, and about $86 million of GO

bonds for a courthouse expansion by fiscal 2016, a level that we consider to be significant.

The county's employees are covered by the multiple employer Illinois Municipal Retirement Fund regular and Sheriff
Law Enforcement Personnel pension plans. The county pays its full annual pension cost (APC) for both plans each
year. The county paid about $18.97 million of pension costs in 2011, which was 100% of the APC and 5% of total
governmental funds expenditures. The county allows its retirees to buy into the active employees' health insurance

system at their own expense and so has only an implied rate subsidy for its other postemployment benefits.

Strong Institutional Framework
We consider the Institutional Framework score for Illinois counties subject to the Property Tax Extension Limitation

Law to be strong.

Outlook

The stable outlook reflects our expectation that the rating will not change within a two-year horizon because we
believe Lake County will take the steps necessary to maintain its very strong financial flexibility and liquidity. The

county's participation in the deep and diverse Chicago metropolitan area economy further supports the outlook.

Related Criteria And Research

e USPF Criteria: Local Government GO Ratings Methodology And Assumptions, Sept. 12, 2013
o S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013

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

the Ratings search box located in the left column.
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