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Batavia (Aa1) benefits from an affluent, growing tax base located in the western Chicago
(Ba1 stable) metropolitan area. As a home rule city, it maintains significant revenue raising
flexibility. The city's financial performance is solid and available reserves and liquidity are
strong. Though the city's debt levels are expected to rise to a moderate level. Its primary
credit challenge is its above average pension burden.

Credit strengths
» Broad legal revenue raising authority
» High resident incomes
» Strong available reserves and liquidity

Credit challenges
» Above average and growing pension burden

Rating outlook
Outlooks are usually not assigned to local governments with this amount of debt.

Factors that could lead to an upgrade
» Moderation of the pension burden
» Sustained tax base expansion

Factors that could lead to a downgrade
» Decrease in available reserves or liquidity
» Increase in the debt or pension burdens
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Key indicators
Exhibit 1
Batavia (City of) IL

2014

2015

2016

2017

2018

$2,744,049

$2,672,537

$2,747,583

$2,869,435

$2,935,718

25,905

26,105

26,413

26,499

26,499

$105,927

$102,376

$104,024

$108,285

$110,786

174.0%

172.7%

168.6%

164.3%

164.3%

Operating Revenue ($000)

$25,090

$25,925

$25,729

$26,256

$27,840

Fund Balance ($000)

$15,860

$16,813

$16,482

$16,154

$17,262

Cash Balance ($000)

$13,689

$15,286

$14,219

$14,011

$17,715

Fund Balance as a % of Revenues

63.2%

64.9%

64.1%

61.5%

62.0%

Cash Balance as a % of Revenues

54.6%

59.0%

55.3%

53.4%

63.6%

Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)
Finances

Debt/Pensions
Net Direct Debt ($000)

$8,490

$7,890

$7,270

$12,625

$11,965

$64,204

$75,817

$88,641

$99,587

$101,644

0.3%

0.3%

0.3%

0.4%

0.4%

0.3x

0.3x

0.3x

0.5x

0.4x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%)

2.3%

2.8%

3.2%

3.5%

3.5%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x)

2.6x

2.9x

3.4x

3.8x

3.7x

3-Year Average of Moody's ANPL ($000)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

Source: Audited financial statements, US Census Bureau, Moody's Investors Service

Profile
The city of Batavia is located approximately 35 miles west of Chicago (Ba1 stable) in Kane County (Aa1). Its population was estimated
at 26,000 in 2017.

Detailed credit considerations
Economy and tax base: affluent suburban tax base in Chicago metropolitan area
The city will continue to derive long-term economic stability from its affluent residential base, which, as an outer suburb of Chicago,
maintains some ties to the larger metropolitan area. The tax base has grown moderately in the last few years, and totals $3 billion as
of fiscal 2019. Management reports several residential developments that are currently underway as well as commercial development
in its downtown. Wealth and income indicators are above average, with full value per capita at $116,000 and median family income
164% of the US. The tax base is diverse among top taxpayers, with the top ten comprising only 6.8% of equalized assessed value.
Financial operations and reserves: strong financial performance and available reserves
We expect the city to maintain strong financial operations and available reserves through its conservative financial management and
home rule authority to raise revenue. The city closed fiscal 2018 with available operating reserves (including the general and debt
service funds) of $17 million, or a strong 62% of revenue. The city estimate a $100,000 general fund surplus in fiscal 2019 and may
draw down up to $2.4 million in fiscal 2020 for one-time capital and economic development projects. Despite this planned draw down,
we expect reserves to remain strong.
The city's largest operating revenue sources include sales and use taxes (32%), property taxes (26%), utility taxes (14%) and
intergovernmental aid (14%). As a home rule city, it maintains significant local revenue raising flexibility.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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LIQUIDITY

Available operating fund liquidity was strong in fiscal 2018 at $18 million, or 64% of revenue.
Debt and pensions: moderate debt levels; above average unfunded pension liabilities
Debt levels will rise to a moderate level inclusive of future debt plans. In fiscal 2019, the city's net direct debt is estimated at a low
0.4% of full value and 0.4x operating revenue. The city plans to issue approximately $16 million in general obligation unlimited tax
(GOULT) debt for downtown development projects. Debt service on the bonds will ultimately be paid by tax increment financing
revenue generated in the project area. Including this future debt, the city's net direct debt is estimated at a moderate 0.9% of full value
and 1x operating revenue.
Unfunded pension liabilities are a moderate challenge for the city's credit quality. We expect pension costs to continue rising although
the city's legal revenue raising ability will likely offset these costs over the next several years. The three-year average Moody's adjusted
net pension liability (ANPL) for the city is an above average 3.5% of full value and 3.7x operating revenue.
DEBT STRUCTURE

All of the city's debt is fixed-rate and long-term. Debt amortization is moderate with 60% of principal scheduled for repayment within
10 years. The city's GOULT bonds are secured by its full faith and credit and pledge to levy unlimited ad valorem property taxes.
DEBT-RELATED DERIVATIVES

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

The city has two single employer public safety pension plans and its non-public safety employees participate in the Illinois Municipal
Retirement Fund (IMRF). The city’s public safety plans account for a majority of its ANPL. Although the city’s public safety plans are
single employer plans, the city has no control over the benefits because they are established in state statute.
The city’s pension contributions amounted to 12% of its revenue in fiscal 2018. The state requires cities to fund single employer
public safety plans at a rate that will achieve a 90% funded ratio on a reported basis by 2040, which is a relatively weak contribution
requirement. While the city’s contributions are sized at a stronger 100% funding target, its contributions have been somewhat below
our “tread water” indicator. The tread water indicator represents the contribution required to prevent growth in reported net pension
liabilities, if plan assumptions hold. In fiscal 2018, the city’s tread water indicator was based on an assumed discount rates of 7% for
public safety plans and 7.5% for IMRF. The city's reported discount rate for public safety plans is similar to many other local government
pension plans. A lower discount rate tends to push the tread water indicator upwards, which can result in a wider gap between the
indicator and actual contributions.
OPEB obligations do not represent a material credit risk for the city. The city operates a single-employer retiree medical plan, which it
funds on a pay-as-you-go basis. The city made a $244,000 pay-as-you-go to its OPEB plan in fiscal 2018, equal to 0.9% of operating
revenue. The city’s reported net OPEB liability currently totals $5.3 million, while our adjusted net OPEB liability for the city, based on
the use of a different discount rate, totals $5.2 million.
Management and governance: moderate institutional framework; significant legal revenue raising authority
Illinois cities have an Institutional Framework score of “A”, which is moderate. Revenue-raising ability is moderate overall but varies
considerably. Non-home rule entities are subject to tax rate limitations. In addition, total operating tax yield for entities subject
to the Property Extension Limitation Law (PTELL) is capped to the lesser of 5% or CPI growth, plus new construction. Home rule
cities, including Batavia, have much greater legal flexibility than the rest of the sector with substantial revenue-raising authority.
Revenue predictability is moderate, with varying dependence on property, sales, 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 constitutional protections. Fixed costs are driven mainly by debt service and employer pension contributions. For single
employer public safety plans, the State of Illinois requires most entities to make annual pension contributions that cover current
benefit accruals, plus an amount designed to achieve a 90% funded ratio by 2040. The city uses an independent actuarial analysis to
size its pension contributions and targets a 100% funding level, which is in excess of the state minimum but still below our tread water
indicator.
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The city has a formal policy to maintain at least 60 days cash on hand for its operational needs. Historically the city has exceeded this
amount. It maintains a five-year capital improvement plan and multiyear cash projections for budgetary planning purposes.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.
Exhibit 2
Batavia (City of) IL
Rating Factors

Measure

Score

Economy/Tax Base (30%) [1]
Tax Base Size: Full Value (in 000s)
Full Value Per Capita

$3,029,858

Aa

$114,339

Aa

164.3%

Aaa

Fund Balance as a % of Revenues

62.0%

Aaa

5-Year Dollar Change in Fund Balance as % of Revenues

11.9%

Aa

Cash Balance as a % of Revenues

63.6%

Aaa

5-Year Dollar Change in Cash Balance as % of Revenues

19.8%

Aa

Median Family Income (% of US Median)
Finances (30%)

Management (20%)
Institutional Framework
Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x)

A

A

1.0x

Aa

Notching Factors:[2]
Other Analyst Adjustment to Management Factor (specify): home rule unit

Up

Debt and Pensions (20%)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%)
3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x)

0.4%

Aaa

0.4x

Aa

3.4%

A

3.7x

Baa

Scorecard-Indicated Outcome

Aa1

Assigned Rating

Aa1

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology dated September 27, 2019.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs Updated for 2019 publication.
Source: Audited financial statements, US Census Bureau, Moody's Investors Service
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