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Summary
Indianapolis-Marion County Public Library (Aa1) benefits from a sizable tax base which
encompasses the state capital and strong operating reserves. Long-term leverage is
manageable due to modest direct debt and pension burdens, though fixed costs are elevated
given a rapid debt repayment schedule.

Credit strengths

» Sizable tax base incorporating the Indianapolis metropolitan area

» Strong reserve levels

» Modest debt and pension burdens

Credit challenges

» Below average wealth levels

» Elevated fixed costs due to rapid debt repayment

Rating outlook
Outlooks are generally not assigned to credits with this amount of debt outstanding.

Factors that could lead to an upgrade

» Moderation of fixed costs

» Strengthening of resident income levels

Factors that could lead to a downgrade

» Deterioration of the tax base

» Material draws on operating reserves

» Significant increases to debt and pension burdens

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBM_1129657
https://www.moodys.com/credit-ratings/Indianapolis-Marion-County-Public-Library-IN-credit-rating-800017987
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Key indicators

Exhibit 1

Indianapolis-Marion County Public Library, IN 2012 2013 2014 2015 2016

Economy/Tax Base

Total Full Value ($000) $59,137,815 $59,531,365 $59,425,113 $60,278,082 $61,341,071 

Population                    891,284                    889,910                    905,596                    909,076                     929,127 

Full Value Per Capita $66,351 $66,896 $65,620 $66,307 $66,020 

Median Family Income (% of US Median) 82.4% 81.0% 79.9% 79.9% 79.9%

Finances

Operating Revenue ($000) $57,116 $46,407 $51,262 $49,354 $50,882 

Fund Balance ($000) $19,153 $19,349 $22,266 $23,406 $22,962 

Cash Balance ($000) $31,056 $25,773 $29,325 $29,489 $30,872 

Fund Balance as a % of Revenues 33.5% 41.7% 43.4% 47.4% 45.1%

Cash Balance as a % of Revenues 54.4% 55.5% 57.2% 59.7% 60.7%

Debt/Pensions

Net Direct Debt ($000) $88,385 $73,705 $71,115 $64,805 $62,810 

3-Year Average of Moody's ANPL ($000) $20,257 $22,988 $23,642 $22,536 $26,620 

Net Direct Debt / Full Value (%) 0.1% 0.1% 0.1% 0.1% 0.1%

Net Direct Debt / Operating Revenues (x) 1.5x 1.6x 1.4x 1.3x 1.2x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%) 0.03% 0.04% 0.04% 0.04% 0.04%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x) 0.4x 0.5x 0.5x 0.5x 0.5x

Source: Moody's Investors Service, the library's audited financial statements, US Census Bureau

Profile
The Indianapolis-Marion County Public Library District encompasses all of Indianapolis-Marion County (Aaa negative) with the
exception of the Town of Speedway (A1). It consists of a Central Library, 23 branches, and a Library Service Center. As of 2017 the
library system had approximately 402,000 registered borrowers.

Detailed credit considerations
Economy and tax base: large tax base encompassing state capital
We expect the district's tax base will continue to grow given broader trends in the Indianapolis metropolitan area. The $65.9 billion
(gross assessed value) tax base has averaged 2.1% annual growth over the past five years, primarily due to ongoing development among
the largest employers and taxpayers, as well as the acquisition of the Beech Grove Public Library in June 2016. The library continues to
renovate and expand existing facilities to meet a growing demand for services.

As the state capital of Indiana (Aaa stable), Indianapolis is the primary driver of economic activity for the state, benefiting from a
diverse mix of taxpayers and employers. The area serves as a significant transportation and logistics hub given its location near the
confluence of several interstates. The Indianapolis airport is home to the world's second largest Federal Express Corporation (Baa2
stable) processing and distribution facility, with the company undergoing a $170 million investment which is anticipated to add 24
full-time and 180 part-time positions by 2020. In addition to logistics, the city benefits from a large health care sector. Eli Lilly and
Company (A2 stable), a pharmaceutical manufacturing and research company, is the library's largest taxpayer (3.6% of net assessed
valuation), and third largest employer (11,334 employees). Salesforce (A3 stable), a cloud computing based company, opened a new
regional headquarters within the city in 2017, and plans to add 800 new jobs to the region by 2021. Median family income within
Indianapolis-Marion County is estimated at 79.9% of the US.

Financial operations and reserves: significant alternate liquidity offsets recent draws on reserves
The library's financial operations are expected to remain healthy given recent surpluses and conservative management. Following
surpluses of $1.5 million in both fiscals 2014 and 2015, the district posted a fiscal 2016 deficit of $2.3 million, driven by budgeted

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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general fund transfers to the rainy day fund and library improvement reserve fund (LIRF). Despite the deficit, general fund reserves
remain strong at $15 million, or 38.1% of revenues. Unaudited fiscal 2017 figures reflect a $3.6 million general fund surplus due to a
one-time disbursement of local income tax revenue as the state changed the level of income tax revenue held in arrears. The fiscal
2018 budget reflects a $2.2 million deficit as the library plans to use a portion of reserves for capital outlay in conjunction with its
strategic plan.

In addition to General Fund reserves, the library holds alternate liquidity in the Rainy Day Fund and the LIRF. While these funds cannot
be used for general operational purposes, the funds relieve the General Fund from major expenditures such as equipment purchases or
capital outlay, as well as supporting cash flow throughout the year if needed. The Rainy Day Fund and the LIRF closed fiscal 2016 with
balances of $6.5 million and $3.1 million, respectively.

Library operations are primarily dependent on property tax revenues, which comprised 77.2% of fiscal 2016 General Fund revenues.
Since the enactment of property tax caps under Indiana's Circuit Breaker legislation, which took effect in 2010, the City-County Council
replaced a portion of the lost revenue with an annual distribution of 0.1% of the County Option Income Tax (COIT). Additionally, a
Local Option Income Tax (LOIT) was also implemented as a property tax replacement. Intergovernmental revenues, which include the
library's share of COIT and LOIT, were the second largest source of revenues for the General Fund, accounting for 18.1% of fiscal 2016
receipts.

LIQUIDITY
The library closed fiscal 2016 with a net cash position of $30.9 million, or a strong 60.7% of operating revenues.

Debt and pensions: manageable debt, pension burdens; elevated fixed costs
Indianapolis-Marion County Public Library's overall debt burden is expected to remain high due to substantial borrowing by overlapping
local governments, particularly the City of Indianapolis and Indianapolis Public Schools (Aa3 stable). The library's overall debt burden is
high at 6.7% of full value, though its direct debt burden is modest at 0.1% of full value and 1.4x operating revenues.

The district has $32 million in authorized but unissued debt which it plans to issue through 2020. Management anticipates issuing the
next series of GO debt in December 2018. Fixed costs, inclusive of debt service and pension contributions, comprised an elevated 28%
of fiscal 2016 operating revenue due to the library's aggressive debt repayment schedule.

DEBT STRUCTURE
All of the district's debt is fixed rate. Approximately 92.1% of principal is amortized within ten years.

DEBT-RELATED DERIVATIVES
The district does not have any debt–related derivatives.

PENSIONS AND OPEB
The library's pension liabilities are related to its participation in the Indiana Public Employees' Retirement Fund (PERF), a multi-
employer defined benefit pension plan. Moody's adjusted net pension liability (ANPL) for the library is $26.6 million, or a modest
0.04% of full value and 0.5x operating revenue. The Moody's ANPL reflects the use of a market-based discount rate to value liabilities,
and, beginning in fiscal 2015, reflects the cost-sharing plan allocations reported by the city under new GASB accounting standards. Our
pension adjustments are not intended as a guide, but rather to enhance the comparability of rated entities in our credit analysis.

The library is required to contribute an actuarially determined rate to PERF, which totaled 11.2% of annual covered payroll in fiscal
2016. Fiscal 2016 contributions totaled approximately $1.6 million, or a low 3.2% operating revenues.

Management and governance: strong management; moderate institutional framework
Library management is strong, utilizing a strategic plan that outlines future renovations and improvements, as well as a demonstrated
willingness to make budgetary adjustments. The library's formal policy is to maintain general fund reserves sufficient to enable the
library to operate without external cash flow support.

Indiana library districts have an institutional framework score of A, which is moderate compared to the nation. This score recognizes
the diverse mix of revenue, including property taxes, income taxes, and state revenue, on which Indiana municipalities rely on to
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support operations. Our assessment incorporates the revenue-raising limitations of the Circuit Breaker, as well as the district's modest
ability to control expenses.
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