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Summary: 

South Bend Redevelopment Authority, Indiana 
South Bend; General Obligation; General 
Obligation Equivalent Security 
Credit Profile 

US$33.375 millse rental rev rfdg bnds (South Bend) (Eddy Street Commons Project) ser 2015 due 02/15/2033 

Long Term Rating 

South Bend Bldg Corp, Indiana 

South Bend, Indiana 

South Bend Bldg Corp (South Bend) GO 

Long Term Rating 

Rationale 

AA/Stable New 

AA/Stable Affirmed 

Standard & Poor's Ratings Services assigned its 'AA' long-term rating to the South Bend Redevelopment Authority, 

Ind.'s lease rental revenue refunding bonds of 2015, issued on behalf of South Bend, and reflecting an ad valorem 

property tax pledge. At the same time, we affirmed our 'Kir..' ratmg on existing ad valorem propertytax-supportedaebt 

issued by and on behalf of the city. The outlook on all the ratings is stable. 

A lease between the authority (as lessor) and the South Bend Redevelopment Commission (as lessee) secures the 

bonds. Lease rentals are payable from ad valorem property taxes on all taxable property in the South Bend 

Redevelopment District, which is coterminous with the city. The pledge of ad valorem property taxes is subject to the 

state's circuit-breaker legislation, yet all debt service levies are levied to their full extent, with any circuit-breaker losses 

first distributed across the city's nondebt service levies. The city intends to forgo the ad valorem tax levy and pay debt 

service instead with certain tax-increment revenues (which are not formally pledged). However, funds equal to the 

next calendar year's debt service payments are required to be on hand and deposited into a debt fund with the trustee 

before the city can make a decision to not levy the tax, which alleviates potential timing and liquidity risk. The city 

takes a similar approach with other ad valorem-tax secured debt, which also carry this advance funding mechanism. 

The lease is paid by the commission directly to the trustee. Neither rental payments nor the ad valorem tax pledge is 

subject to appropriation. There is abatement risk, but pursuant to the lease, the commission is required to carry full 

replacement cost insurance and two years of business interruption insurance, which mitigates this risk. The leased 

premise includes a parking garage and related street and infrastructure improvements in an area known as the Eddy 

Street Commons. 

Management intends to use bond proceeds to refund existing series 2008 lease rental revenue bonds, which were 

issued to finance improvement related to the Eddy Street Commons project. 

The 'AA' rating reflects our assessment of the following strengthening factors for the city, including its: 
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Summary: South Bend Redevelopment Authority, Indiana South Bend; General Obligation; General Obligation 
Equivalent Security 

• Weak economy, with projected per capita effective buying income at 70.2% and market value per capita of $48,208, 

that is gaining advantage from a local stabilizing institutional influence; 

• Strong management, with "good" financial policies and practices under our Financial Management Assessment 

(FMA) methodology; 
• Adequate budgetary performance, reflecting operating results that we expect could improve in the near term 

relative to fiscal2014, which closed with operating deficits in the adjusted general fund and at the total 

governmental fund level; 

• Very strong budgetary flexibility, with a high available fund balance in fiscal 2014 of 84% of operating expenditures; 
• Very strong liquidity, with total government available cash of 35.7% of total governmental fund expenditures and 

2.9x governmental debt service, and access to external liquidity we consider exceptional; 

• Adequate debt and contingent liability position, with debt service carrying charges of 12.2% of expenditures and net 

direct debt that is 94.2% of total governmental fund revenue and rapid amortization with 66.0% of debt scheduled to 

be retired in 10 years; and 
• Strong institutional framework score. 

Weak economy 
We consider South Bend's economy weak The city, with an estimated population of 100,347, is located in St. Joseph 

County. The city benefits, in our view, from a stabilizing institutional influence. The city has a projected per capita 

effective buying income of 70.2% of the national level and per capita market value of $48,208. Overall, the city's 

market value grew by 9.6% over the past year to $4.8 billion in 2015. The county unemployment rate was 6. 7% in 

2014. 

South Bend is home to several colleges and universities, most notably the University of Notre Dame, which employs 

about 8,450 and has a student body of about 12,000. This presence is a stabilizing factor for the economy, and 

suppresses, to an extent, both incomes and market value per capita. Total market value in 2015 is $4.84 billion. 

Despite ongoing economic development, we anticipate income and market value metrics will remain at levels we 

consider weak. 

Strong management 
We view the city's management as strong, with "good" financial policies and practices under our FMA methodology, 

indicating fmancial practices exist in most areas, but that governance officials might not formalize or monitor all of 

them on a regular basis. 

Officials review several years of historical data when forming the budget, and much of the revenues are certified in 

advance by the Department of Local Government Finance. The council sees monthly reports that contain 

budget-to-actuals and investment holdings. Long-term financial forecasting is now part of the budget process, as is 

annually updating a long-term capital improvement plan. The city has debt and investment policies, and has adopted 

reserve policies for all its funds, including a minimwn 25% of expenditures policy for the general fund. We feel these 

are well-established policies and practices, which will continue to support a strong management profile. 

Adequate budgetary performance 
South Bend's budgetary performance is adequate in our opinion. The city had operating deficits of negative 1.6% in the 

adjusted general fund and negative 1% across all governmental funds in fiscal 2014. Our assessment accounts for the 

fact that we expect budgetary results could improve from 2014 results in the near term. 
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Summary: South Bend Redevelopment Authority, Indiana South Bend; General Obligation; General Obligation 
Equivalent Security 

Fiscal2014 results are being sourced from the city's draft comprehensive annual financial statement, which 

management indicates is on the verge of being finalized with no changes. These results also reflect adjustments to 

account for the spending of bond proceeds and recurring payments in lieu of taxes (PILOTs) from enterprise funds. In 

addition, our analysis consider the city's public safety local option income tax and county option income tax (COlT) 

funds as part of the general fund, given the services rendered in these funds are highly comparable to what we 

consider basic general fund operations. 

The city budgeted for slightly higher operating deficits across the general and total government funds for fiscal 2015, 

and though it reports actual results as favorable compared to the budget through the first half of the year, deficits are 

still anticipated. We understand most of the deficit spending from fiscal 2014 and projected deficit spending for fiscal 

2015 is in relation to nonrecurring increased budgets for vacancy I abandoned home cleanup and related curb and 

sidewalk repair. Available reserves are currently well above policy levels, which is a factor for the budgeted deficits. In 

our view, the city's budgetary performance is adequate after factoring for this increased spending, and future results 

will reflect an adequate assessment as these costs are wrapped up. 

Very strong budgetary flexibility 

South Bend's budgetary flexibility is very strong, in our view, with a high available fund balance in fiscal 2014 of 84% of 

operating expenditures, or $67.9 million. We expect the available fund balance will remain above 30% of expenditures 

for the current and next fiscal years, which we view as a positive credit factor. The available fund balance includes 

$43.4 million (53.4% of expenditures) in the adjusted general fund and $24.6 million (30% of expenditures) that is 

outside the general fund but legally available for operations. Over the past three years, the total available fund balance 

has remained at a consistent level overall, totaling 82% of expenditures in 2013 and 81% in 2012. 

As noted, the general fund includes the city's public safety local option income tax and COlT funds, while the 

nongeneral available funds include the city's rainy day, county economic development income tax, and loss recovery 

funds, given the lack of restrictions on their use. The fiscal2015 budget shows declines across these various general 

and nongeneral funds, which, if fully realized (though we do not anticipate it will be), could lower the available reserve 

to approximately $62 million, or 76% of 2014 expenditures. While reserves may see modest declines based on planned 

spending, we anticipate them remaining very strong over the long term. 

Very strong liquiclity 

In our opinion, South Bend's liquidity is very strong, with total government available cash of 35.7% of total 

governmental fund expenditures and 2.9x governmental debt service in 2014. In our view, the city has exceptional 

access to external liquidity if necessary. 

South Bend has issued bonds frequently during the past 15 years, including bonds backed by ad valorem property, 

hotel and motel, and income taxes, plus water and sewer revenue bonds. South Bend does not have direct bank loans 

with provisions that we consider permissive in terms of a potential draw on cash on hand, nor does it have a 

permissive investment profile. We anticipate liquidity will remain very strong, despite potential drawdowns for capital 

and infrastructure purposes. 

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JULY 30, 2015 4 

1427069 1 300238792 



Summary: South Bend Redevelopment Authority, Indiana South Bend; General Obligation; General Obligation 
Equivalent Security 

Adequate debt and contingent liability profile 
In our view, South Bend's debt and contingent liability profile is adequate. Total governmental fund debt service is 

12.2% of total governmental fund expenditures, and net direct debt is 94.2% of total governmental fund revenue. 

Approximately 66.0% of the direct debt is scheduled to be repaid within 10 years, which is in our view a positive credit 

factor. 

The city does not currently have any additional debt plans, but if additional debt were to be issued and slightly slowed 

down total amortization, it could weaken the debt and contingent liability profile. 

South Bend makes annual contributions to the state-managed Indiana Public Employee Retirement Fund and 1977 

Police Officers' and Firefighters' Pension and Disability Fund. The city's contributions to these funds in 2014 were 

equal to state requirements and amounted to $7.7 million, or 5.2% of adjusted total governmental funds' expenditures. 

The city sponsors a retiree health care plan, and pays 70% of police and fire member premiums. Civilian employees 

can buy into the plan, but must cover 100% of premiums. The city uses a pay-as-you-go approach to retiree health 

care, with costs totaling $800,000 in 2014. Combined, these pension and retirement costs were 5.7% of total 

governmental funds spending. Management does not anticipate significant increases in annual pension and retiree 

health care costs in the near future. 

Strong institutional framework 
The institutional framework score for Indiana municipalities is strong. 

Outlook 

The stable outlook reflects our view of South Bend's consistently very strong available reserve position and its strong 

management, the latter of which is likely to make adjustments as needed to keep budgetary performance from 

becoming weak Though the economy is weak overall, the stabilizing presence of the universities is likely to continue 

to support stable revenues. 

Over the longer term, if incomes and market value per capita improve, combined with employment diversification and 

expansion, we could potentially raise the rating. On the other hand, if budgetary performance becomes consistently 

weak and if the debt load increases significantly, we could possibly lower the rating. 

Related Criteria And Research 

Related Criteria 
• USPF Criteria: Local Government GO Ratings Methodology And Assumptions, Sept. 12, 2013 

• USPF Criteria: Financial Management Assessment, June 27, 2006 

• USPF Criteria: Debt Statement Analysis, Aug. 22, 2006 

• USPF Criteria: Appropriation-Backed Obligations, June 13, 2007 

• USPF Criteria: Limited-Tax GO Debt, Jan. 10, 2002 
• USPF Criteria: Assigning Issue Credit Ratings Of Operating Entities, May 20, 2015 

• Criteria: Use of CreditWatch And Outlooks, Sept. 14, 2009 
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Related Research 
• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013 

• Institutional Framework Overview: Indiana Local Governments 

Ratings Detail (As Of July 30, 2015) 

South Bend Redev Auth, Indiana 

South Bend, Indiana 

South Bend Redev Auth (South Bend) lse rental rev bnds (South Bend) ser 2015 due 02/0112037 

Long Term Rating AA/Stable Affirmed 

South Bend Redev Auth (South Bend) lse rental rev rfdg bnds (Morris Performing Arts Proj) ser 2008 due 
08/01/2008-02/01/2017 

Long Term Rating AA/Stable Affirmed 

South Bend Redev Auth (South Bend) GO 

Long Term Rating AA/Stable Affirmed 

South Bend Redev Dist, Indiana 

South Bend, Indiana 

South Bend Redev Dist (South Bend) spl taxing dist rfdg bnds (South Bend) ser 2014 due 0110112022 

Long Term Rating AA/Stable Affirmed 

Complete ratings information is available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings 

a recteaoY1J1Is rating achon can be founa on Standard & Poor's publiCWeb s1te at www.standarctandpoors.com. tJse 

the Ratings search box located in the left column. 
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STANDARD & POOR'S 
RATINGS SERVICES 
McGRAW HILL FINANCIAL 

July 30, 2015 

South Bend Redevelopment Commission 
Department of Administration & Finance 
227 West Jefferson Boulevard, Suite 1200 N 
South Bend, IN 46601 
Attention: Mr. John H. Murphy, City Controller 

130 East Randolph Street 
Suite 2900 
Chicago, IL 60601 
tel 312·233-7000 
reference no.: 1405912 

Re: US$33,375,000 South Bend Redevelopment Authority, Indiana, Lease Rental Revenue 
Refunding Bonds of2015 (Eddy Street Commons Project), dated: Date of delivery, due: 
February 15, 2033 

Dear Mr. Murphy: 

Pursuant to your request for a Standard & Poor's Ratings Services ("Ratings Services") rating on 
the above-referenced obligations, Ratings Services has assigned a rating of "AA''. Standard & 

~-----...._._,oo_vi~he ou.tlo..ok.io.rJb i.s._ra_ting as stable. A CO-RY- of the rationale su _potting the rating,_,_i"'-s ____ _ 
enclosed. 

This letter constitutes Ratings Services ' permission for you to disseminate the above-assigned 
ratings to interested parties in accordance with applicable laws and regulations. However, 
permission for such dissemination (other than to professional advisors bound by appropriate 
confidentiality arrangements) will become effective only after we have released the rating on 
standardandpoors.com. Any dissemination on any Website by you or your agents shall include the 
full analysis for the rating, including any updates, where applicable. 

To maintain the rating, Standard & Poor's must receive all relevant financial and other 
infotmation, including notice of material changes to financial and other information provided to us 
and in relevant documents, as soon as such information is available. Relevant fmancial and other 
information includes, but is not limited to, information about direct bank loans and debt and debt­
like instruments issued to, or entered into with, financial institutions, insurance companies and/or 
other entities, whether or not disclosure of such information would be required under S.E.C. Rule 
15c2-12. You understand that Ratings Services rei ies on you and your agents and advisors for the 
accuracy, timeliness and completeness of the information submitted in connection with the rating 
and the continued flow of material information as part of the surveillance process. Please send all 
information via electronic delivery to : pubfin statelocalgovt@standardandpoors.com. If SEC rule 
17g-5 is applicable, you may post such information on the appropriate website. For any 
infom1ation not available in electronic format or posted on the applicable website, 

Please send hard copies to: 
Standard & Poor' s Ratings Services 

PF Ratings U . S. (7/18/14) 
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Public Finance Depatiment 
55 Water Street 
New York, NY 10041-0003 

The rating is subject to the Terms and Conditions, if any, attached to the Engagement Letter 
applicable to the rating. In the absence of such Engagement Letter and Terms and Conditions, the 
rating is subject to the attached Terms and Conditions. The applicable Terms and Conditions are 
incorporated herein by reference . 

Ratings Services is pleased to have the opportunity to provide its rating opinion. For more 
information please visit our website at www.standardandpoors.com. If you have any questions, 
please contact us. Thank you for choosing Ratings Services. 

Sincerely yours, 

----------~s~ta~~tH±~~ce~------------------------------------------------------~ 

gc 
enclosures 
cc: Mr. Andrew Perry, Senior Staff 

Crowe Horwath LLP 
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STANDARD & POOR'S 
RATINGS SERVICES 
McGRAW HILL FINANCIAL 

Standard & Poor's Ratings Services 
Terms and Conditions Applicable To Public Finance Credit Ratings 

General. The credit ratings and other views of Standard & Poor's Ratings Services ("Ratings Services") are statements of 

opinion and not statements of fact. Credit ratings and other views of Ratings Services are not recommendations to 
purchase, hold, or sell any securities and do not comment on market price, marketability, investor preference or 

suitability of any security. While Ratings Services bases its credit ratings and other views on information provided by 
issuers and their agents and advisors, and other information from sources it believes to be reliable, Ratings Services does 

not perform an audit, and unde11akes no duty of due diligence or independent verification, of any infonnation it receives. 
Such information and Ratings Services' opinions should not be relied upon in making any investment decision. Ratings 
Services does not act as a "fiduciary" or an investment advisor. Ratings Services neither recommends nor will 
recommend how an issuer can or should achieve a particular credit rating outcome nor provides or will provide 
consulting, advisory, fmancial or structuring advice. Unless otherwise indicated, the term " issuer'' means both the issuer 

and the obligor ifthe obligor is not the issuer. 

All Credit Rating Actions in Ratings Services' Sole Discretion. Ratings Services may assign, raise, lower, suspend, place 
on CreditWatch, or withdraw a credit rating, and assign or revise an Outlook, at any time, in Ratings Services' sole 

iscretion. Ratings Services may take any of"llle-foregomg actions notw1thStandmg any request for a contJdenhal or 
private credit rating or a withdrawal of a credit rating, or termination of a credit rating engagement. Ratings Services will 

not conve11 a public credit rating to a confidential or private credit rating, or a private credit rating to a confidential credit 
rating. 

Publication. Ratings Services reserves the right to use, publish, disseminate, or license others to use, publish or 
disseminate a credit rating and any related analytical repm1s, including the rationale for the credit rating, unless the 
issuer specifically requests in connection with the initial credit rating that the credit rating be assigned and maintained 
on a confidential or private basis. If, however, a confidential or private credit rating or the existence of a confidential 

or private credit rating subsequently becomes public through disclosure other than by an act of Ratings Services or its 
affiliates, Ratings Ser:rices reserves the right to treat the credit rating as a public credit rating, including, without 

limitation, publishing the credit rating and any related analytical repm1s. Any analytical reports published by Ratings 
Services are not issued by or on behalf of the issuer or at the issuer's request. Ratings Services reserves the right to 

use, publish, disseminate or license others to use, publish or disseminate analytical reports with respect to public credit 
ratings that have been withdrawn, regardless of the reason for such withdrawal. Rati.ngs Services may publish 

explanations ofRatings Services' credit ratings criteria from time to time and Ratings Services may modify or refine 
its credit ratings criteria at any time as Ratings Services deems appropriate. 

Reliance on Infmmation. Ratings Services relies on issuers and their agents and advisors for the accuracy and 
completeness of the infonnation submitted in connection with credit ratings and the surveillance of credit ratings 
including, without limitation, information on material changes to infmmation previously provided by issuers, their 
agents or advisors. Credit ratings, and the maintenance of credit ratings, may be affected by Ratings Services' opinion 

of the information received from issuers, their agents or advisors. 
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Confidential Information. Ratings Services has established policies and procedures to maintain the confidentiality of 

certain non-public information received from issuers, their agents or advisors. For these purposes, "Confidential 
Information'' shall mean verbal or written information that the issuer or its agents or advisors have provided to Ratings 

Services and, in a specific and particularized manner, have marked or otherwise indicated in writing (either prior to or 

promptly following such disclosure) that such information is "Confidential." 

Ratin2.:s Services Not an Expert. Underwriter or Seller rn1der Securities Laws. Ratings Services has not consented to 

and will not consent to being named an "expert" or any similar designation under any applicable securities laws or 
other regulatory guidance, rules or recommendations, including without limitation, Section 7 of the U.S. Securities 

Act of 1933. Rating Services has not perfonned and will not perfom1 the role or tasks associated with an "underwriter" 

or "se11er" under the United States federal securities laws or other regulatory guidance, rules or recommendations in 

connection with a credit rating engagement. 

Disclaimer of Liability. Ratings Services does not and cannot guarantee the accuracy, completeness, or timeliness of 

the infonnation relied on in connection with a credit rating or the results obtained from the use of such information. 

RATINGS SERVICES GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED 

TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. 

Ratings Services, its affiliates or third party providers, or any of their officers, directors, shareholders, employees or 

agents shall not be liable to any person for any inaccuracies, errors, or omissions, in each case regardless of cause, 

actions, damages (consequential, special, indirect, incidental, punitive, compensatory, exemplary or otherwise), 

claims, liabilities, costs, expenses, legal fees or losses (including, without limitation, lost income or lost profits and 

opportunity costs) in any way arising out of or relating to a credit rating or the related analytic services even if advised 

ofiheposslbllit:Y of such damages or 

No Third Party Beneficiaries. Nothing in any credit rating engagement, or a credit rating when issued, is intended or 

should be construed as creating any rights on behalf of any third parties, including, without limitation, any recipient of 
a credit rating. No person is intended as a third party beneficiary of any credit rating engagement or of a credit rating 

when issued. 
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John Murphy 

From: 
Sent: 
To: 
Cc: 
Subject: 

Attachments: 

Valued Client, 

Colon, Gloria <gloria.colon@standardandpoors.com> 
Thursday, July 30, 2015 5:49 PM 

John Murphy 
'Andrew.Perry@crowehorwath.com' 
Standard & Poor's rating letter and rationale for South Bend Redevelopment Authority, 
Indiana, Lease Rental Revenue Refunding Bonds of 2015 (Eddy Street Commons 
Project), 
South Bend Redevelopment Authority, Indiana, Lease Rental Revenue Refunding Bonds 
of 2015 (Eddy Street Commons Project) 7.30.2015.pdf; South Bend Redevelopment 
Authority, Indiana.pdf 

Please find attached the rating letter and report for the transaction reflected above. 

Should you have any questions regarding the rating or contents of the report, please contact the primary analyst listed in the report. 
If you need any further assistance, please don't hesitate to contact me. 

For fee inquiries or for questions regarding invoicing and pricing, please contact Fee Services at (877)-299-2569 or email them 
directly here. 

Thank you for choosing Standard & Poor's. 

Regards, 
Gloria 

STANDARD & POOR'S 
RATINGS SERVICES 
McGRAW Hill FINANCIAL 

Gloria Col6n 
Coordinat or, US Public Finance, Ana lyt ica l Support Unit 

Standard & Poor's Ratings Services 
130 E. Ra ndolph , Suite 2900, Chicago, IL 60601 
T312.233.7035 F312.233.7051 
Standard & Poor's USPF Ratings I Email 

000 
Standard & Poor's Ratings Services, a Standard & Poor's Financial Services, LLC business. 

For easy, online submission of your rating request, you can register for Standard & Poor's complimentary Rat ings Request Online service by clicking 
this link. 

S& P maintains a separation of commercial and analytical activities. Please note t hat our analysts are not permitted t o engage in discussions about 
fees. 
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The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have 
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. McGraw Hill Financial reserves 
the right, subject to applicable local law, to monitor, review and process the content of any electronic message or information sent to or from McGraw Hill Financial 
e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw Hill Financial e-mail 
addresses you, as tile sender, are consenting to McGraw Hill Financial processing any of your personal data therein. 
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