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Rationale
S&P Global Ratings assigned its 'AAA' long-term rating to San Antonio, Texas' series 2018 general improvement
bonds, combination tax and revenue certificates of obligation, taxable combination tax and revenue certificates of
obligation, and tax notes. At the same time, S&P Global Ratings affirmed its 'AAA' long-term rating and underlying
rating (SPUR) on the city's existing general obligation (GO) debt, its 'AA+' long-term rating and SPUR on San Antonio
Municipal Facilities Corp.'s debt, its 'AA+' long-term rating and SPUR on San Antonio Public Facilities Corp.'s debt,
and its 'AA+' long-term rating on Starbright Industrial Development Corp.'s debt issued on behalf of the city. The
outlook is stable.
San Antonio's GO bonds are eligible to be rated above the sovereign because we believe the city can maintain better
credit characteristics than the U.S. in a stress scenario. Under our criteria "Ratings Above The Sovereign: Corporate
And Government Ratings--Methodology And Assumptions," published Nov. 19, 2013 on RatingsDirect, the city has a
predominantly locally derived revenue base, with 67% of general fund revenue derived from local taxes, and
independent taxing authority, and we believe that pledged revenue supporting debt service on the bonds has a limited
risk of negative sovereign intervention. The GO bonds, certificates of obligation, and tax notes are secured by the city's
revenue from an annual ad valorem tax on all taxable property in San Antonio. The maximum allowable rate in Texas
is $2.50 per $100 of assessed value (AV) for all purposes, with the portion dedicated to debt service limited to $1.50 per
$100 of AV. In fiscal 2018, the city levies 55.827 cents per $100 of AV, 21.150 cents of which is dedicated to debt
service.
Additional security for the certificates is provided by the city's surplus net revenue from its municipal parks system
(not to exceed $1,000). Given the de minimis pledge, we rate the certificates based on the city's GO pledge.
Based on the application of our criteria "Issue Credit Ratings Linked To U.S. Public Finance Obligors'
Creditworthiness," published Jan. 22, 2018, we do not differentiate between the city's limited-tax GO debt and its
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general creditworthiness, given that the ad valorem tax is not derived from a measurably narrower tax base and that
there are no limitations on the fungibility of resources.
San Antonio Municipal Facilities Corp.'s series 2010 and 2011 lease revenue bonds are secured by lease payments
based on the city's annual appropriation from legally available general fund revenue as an ongoing obligation for the
lease term.
San Antonio Public Facility Corp.'s series 2012 bonds are secured by and payable from the trust estate, which consists
primarily of lease payments to be made by the city to the corporation pursuant to the sublease. The city's obligation to
make lease payments is a current expense, payable solely from funds annually appropriated by the city for such use.
The sources of payment for the lease payments include hotel occupancy tax receipts, sales and use tax collections that
are not for a dedicated purpose, utility transfers, ad valorem tax collections not levied for GO debt payments, and any
other lawfully available funds.
Starbright Industrial Development Corp.'s series 2013 contract revenue refunding bonds are secured by San Antonio's
portion of revenue received from City Public Service (CPS). The revenue transfers from CPS to the city are subject to
the availability of excess CPS funds, but according to the bond ordinance the utility is required to transfer funds as long
as it has debt outstanding. The transfer of funds has occurred since 1963, and the city is reliant on these funds for
operations. The maximum amount CPS is required to transfer to the city is 14% of gross revenue less the city's costs
for usage of gas and electric services from CPS.
The one-notch difference on the San Antonio Municipal Facilities Corp.'s series 2011 and 2012 bonds, San Antonio
Public Facility Corp.'s series 2012 bonds, and the Starbright Industrial Development Corp.'s series 2013 bonds reflects
the annual appropriation risk.
Proceeds from the four issuances will fund various capital projects.
The rating reflects our opinion of the following credit factors for the city:
• Strong economy, with access to a broad and diverse metropolitan statistical area (MSA) and a local stabilizing
institutional influence;
• Very strong management, with strong financial policies and practices under our Financial Management Assessment
(FMA) methodology;
• Strong budgetary performance, with operating surpluses in the general fund and at the total governmental fund level
in fiscal 2017;
• Very strong budgetary flexibility, with an available fund balance in fiscal 2017 of 19% of operating expenditures;
• Very strong liquidity, with total government available cash at 21.3% of total governmental fund expenditures and
1.5x governmental debt service, and access to external liquidity we consider exceptional;
• Weak debt and contingent liability position, with debt service carrying charges at 14% of expenditures and net
direct debt that is 140% of total governmental fund revenue; and
• Strong institutional framework score.
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Strong economy
We consider San Antonio's economy strong. The city, with an estimated population of 1.5 million, is located in Bexar
County in the San Antonio-New Braunfels MSA, which we consider broad and diverse. The city also benefits, in our
view, from a stabilizing institutional influence. The city has a projected per capita effective buying income of 82.1% of
the national level and per capita market value of $73,247. Overall, the city's market value grew by 9.6% over the past
year to $107.6 billion in 2018. The county's unemployment rate was 3.5% in 2017.
With about 1.5 million residents, San Antonio is Bexar County's seat and the nation's seventh-largest city. The major
military installations in the city continue to provide a stabilizing presence for the economy. Tourism also thrives in the
city, with attractions, such as the San Antonio Riverwalk, that draw millions of visitors annually. The growing presence
of the finance industry, as well as medical and biomedical companies, has helped diversify the area economy, which
has historically been anchored by the military and tourism sectors.
San Antonio is expected to grow by approximately 1 million people by 2040. Given these projections, city leadership
engaged local citizens, local governments, businesses, the military, and advocacy groups in a collaborative process to
address key aspects of sustainable growth such as transportation, housing, education, infrastructure, sustainability,
economic diversification, workforce development, and business attraction and retention.
One of the sectors the city actively targets in its economic development efforts is the health care and bioscience
industry, one of its leading economic generators. Eight financial institutions' national headquarters are in San Antonio,
as are four financial institutions' regional headquarters. The key components of the health care industry are three
major medical centers: the South Texas Medical Center, the San Antonio Military Medical Center, and the Southwest
Foundation for Biomedical Research.
Redevelopment of the city's downtown has been a major project, with a goal of having 7,500 housing units in the
greater downtown area by 2020. The project is ahead of schedule; to date, more than 6,500 units have been
completed. Another major initiative, the San Pedro Creek Culture Park improvement project, is under construction and
will create 2,100 housing units. Once completed, the project is estimated to have a $1.5 billion economic impact over
10 years from an increase in property value, additional tax revenue, and additional jobs created downtown.
Another major initiative, the Alamo Plaza, is projected to add 4,100 jobs when completed in 2024. The Alamo Master
Plan, approved in 2017, seeks to recapture the historical footprint of the Alamo, remove vehicular traffic, reclaim the
plaza courtyard, and build a new visitor center and museum. The project will be funded with a combination of city,
state, and private endowment funds, and is projected to generate $9.5 million in city revenue and $17.1 million in state
revenue annually.
Over the past year, the city has added more than 4,000 new jobs in targeted industries to its employment base,
including USAA (1,500), Ernst & Young (600), and Credit Human (485).
Officials report that permitting activity continues to increase and that construction is ongoing. In 2017, 84,400 permits
were issued with a total value of $3.4 billion. In January to May of 2018, permits were up slightly compared with the
prior-year period, with a total of 36,000 permits totaling $1.3 billion.
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The city's tax base has increased steadily since fiscal 2013, with AV increasing by an average of 8.6% annually in fiscal
years 2013 to 2018. Given the significant amount of new construction and an active revaluation process of existing
properties, we anticipate that tax base growth will continue and that the city's economy will remain strong.

Very strong management
We view the city's management as very strong, with strong financial policies and practices under our FMA
methodology, indicating our view that financial practices are strong, well embedded, and likely sustainable.
San Antonio's city council has adopted a comprehensive set of financial and budgeting policies. Highlights of the city's
financial policies include a minimum fund balance requirement for the general fund, limits on the use of reserve funds,
and use of a statistical model given that management bases its revenue forecasts on historical trends.
Management prepares monthly budget reports, provides budget status reports to the council, and amends the
operating budget as needed. The council annually adopts a five-year rolling capital improvement plan (CIP) and
forecasts ongoing costs linked to the operating budget. Management also prepares five-year financial forecasts that it
presents annually to the city council. The council has adopted an investment policy that it reviews annually, and
management provides the council with quarterly investment reports on holdings and returns. The city utilizes a
comprehensive financial analysis and computer modeling in its debt management plan. The plan incorporates
numerous variables such as sensitivity to interest rates, changes in assessed values, annexations, current ad valorem
tax collection rates, self-supporting debt, and fund balances.

Strong budgetary performance
San Antonio's budgetary performance is strong, in our opinion. The city had operating surpluses of 2.6% of
expenditures in the general fund and of 2.2% across all governmental funds in fiscal 2017. General fund operating
results of the city have been stable over the past three years, with a result of 1.1% in 2016 and a result of 2.4% in 2015.
We have adjusted the city's total governmental revenue and expenditures for recurring transfers and one-time items
such as spending-down of previously deposited bond proceeds.
Depending on the level of capital spending from year to year, the budgetary flexibility tends to fluctuate. The adopted
fiscal 2018 budget projected a small 1.2% general fund deficit as a result of increased spending on streets and other
priorities per city council direction. The city projects that revenue will be approximately 0.5% ($5.5 million) higher
than the adopted budget. Given the positive revenue trends, combined with expenditure savings, the city anticipates
that the draw will be much smaller at about 0.5%. Given a lack of projections for significant drawdown across total
governmental funds (net of bond proceed spending), we expect the city's budgetary performance to remain strong.
The city budgets on a two-year basis and maintains a five-year financial forecast; it has no plans to significantly draw
down its reserves or materially alter its budget practices. It is common practice for the city to project budget gaps and
work throughout the year to close them and maintain its historically strong financial position.
The forecast fiscal 2019 general fund budget is structurally balanced.
According to the city's fiscal 2019-2023 financial forecast, general fund revenue is expected to grow annually at rates
ranging from 2.6% to 3.3%, including 3.3% in fiscal 2019.
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On the expenditure side, the general fund forecast reflects the annual projected expenditures required to sustain the
current levels of service. The growth in expenditures over the forecast period is primarily due to increases in
contractual requirements such as the police collective bargaining agreement, mandated operational costs associated
with the completion of capital projects, inflationary increases, health care costs, and the continuation of the civilian
pay plan.
During a recent work session, the city council identified street maintenance as a priority along with other priorities
over the next few years. The five-year financial forecast identifies funds potentially available for such policy issues.
Hence, the city could utilize a portion of available fund balance. However, any draws would occur only after satisfying
the policy to maintain a 15% available fund balance. Given San Antonio's strong fiscal discipline, we don't expect the
planned draws to have a material impact on its finances.
The general fund continues to rely on contributions from the city's electric provider, City Public Service Energy; this
utility revenue is the largest source of general fund revenue and accounted for about one-third of total general fund
revenue in fiscal 2017, followed by property taxes (29%) and sales taxes (24%). Although the utility operates in a
deregulated environment, we believe that its favorable and competitive position mitigates the risks with the city's
dependence on these payments.

Very strong budgetary flexibility
San Antonio's budgetary flexibility is very strong, in our view, with an available fund balance in fiscal 2017 of 19% of
operating expenditures, or $212.9 million.
The city has a history of conservative budgeting practices and has historically exceeded budgeted projections. The city
has a predominantly locally derived revenue base, has demonstrated a broad and well-embedded culture of fiscal
discipline, and has very little dependence on the federal government for revenue composition.
Actual operating results for fiscal 2017 reflected an increase in the nominal level of reserve, but after adjustments for
recurring transfers and one-time capital expenditures, reserve levels have remained at about 20% of expenditures per
the audited results.
Fiscal 2018 results are trending ahead of budget. Officials expect a slight decrease in the available fund balance of
about $6.7 million, in line with its practice of spending down reserves in excess of its reserve policy for one-time
expenditures.
Given the city's projections, coupled with a formal 10% reserve policy and a target of at least 15%, as well as
historically conservative budgeting, we expect the city's flexibility to remain very strong.
However, we note that the city could face potential financial pressures in the future stemming from public safety costs
and recent events as described in more detail below.
The Texas Supreme Court has recently refused to hear San Antonio's lawsuit against the firefighters' association. The
city sought to overturn the "evergreen clause" included in the expired collective bargaining agreement (CBA). The
evergreen clause effectively keeps in place terms from the expired CBA, including compensation provisions, for a
period of 10 years following the CBA's expiration in 2014. The city filed the lawsuit after the association declined to
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negotiate a new CBA that would include changes to benefits, such as requiring firefighters to pay health care premiums
for themselves or their dependents. The firefighters currently do not contribute toward their health care costs. The city
was successful in mediating a CBA with its police force in 2016, and this resulted in cost savings for the city, including
an estimated $87.5 million in health care cost avoidance. This enabled the city to keep public safety spending under
66% of general fund expenditures. However, the city is fairly close to this self-imposed limit at about 64.3% in fiscal
2018. This is significantly higher than that of peers across the nation, and a major contributing factor is the historically
generous public safety benefits. While we believe that the city will be able to manage these expenditures in the near
term, escalating benefit costs could begin to crowd out other essential services and result in budgetary pressure.
Another potential source of budgetary pressure is three recent charter amendment petitions submitted by the
firefighters' association. One seeks to limit the city manager's office term to eight years and compensation to 10x the
salary of the lowest-paid city employee. Another seeks to significantly change the referendum process, reducing the
number of required signatures to repeal a city ordinance to 20,000 residents from 70,000 residents; increasing the time
to collect said signatures to 180 days from 40 days; and expanding topics eligible for referendum that may include
utility rates, the city budget, and zoning. A third petition seeks to require binding arbitration in the case of an impasse
in collective bargaining negotiations. If voters approve the proposed changes to the city's charter in the upcoming
November 2018 election, we believe the changes to the referendum process in particular could have a material
negative impact on the city's finances, as such initiatives could effectively limit San Antonio's ability to manage its
budget.

Very strong liquidity
In our opinion, San Antonio's liquidity is very strong, with total government available cash at 21.3% of total
governmental fund expenditures and 1.5x governmental debt service in 2017. In our view, the city has exceptional
access to external liquidity if necessary, supported by its regular annual issuances of tax-supported debt and utility
revenue debt. All of its investments comply with Texas statutes and the city's internal investment policy. The city's
investments are not aggressive, in our view, and are available and liquid within a year. As of March 31, 2018, the city's
investments included obligations of the U.S., money market funds, and state-pooled investments, which we do not
consider aggressive, given the portfolio diversification. We expect the city's liquidity to remain very strong given
management's demonstrated ability to maintain balanced operations.
The city has several series of privately placed debt that is fixed, with no acceleration or events of default that could
pressure its liquidity. In December 2016, the city entered into a variable-rate transaction that has a 30-year
amortization. The certificates have a three-year fixed rate at 2.64% and a one-year call option as well as multimodal
conversion flexibility at the end of the initial three-year interest rate period.
San Antonio has no contingent liabilities that could lead to an unexpected deterioration from its very strong levels.

Weak debt and contingent liability profile
In our view, San Antonio's debt and contingent liability profile is weak. Total governmental fund debt service is 14% of
total governmental fund expenditures, and net direct debt is 140% of total governmental fund revenue.
After this issuance, the city will have roughly $580 million of authorized but unissued debt from its 2017 bond election.
Over 67% of voters approved a total of $850 million in bonds, with no expected tax rate impact. Officials plan to issue
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a total of about $670 million in additional debt in fiscal years 2019 and 2020. We do not anticipate that this planned
issuance will have a material impact on San Antonio's debt profile, as it is roughly equal to debt amortizing over the
same period.
San Antonio's combined required pension and actual other postemployment benefits (OPEB) contributions totaled
7.7% of total governmental fund expenditures in 2017, with 6.0% representing required contributions to pension
obligations and 1.7% representing OPEB payments. The city made its full annual required pension contribution in
2017.
San Antonio provides two pension benefit plans to its employees: the Texas Municipal Retirement System (TMRS) and
the Fire and Police Pension Fund.
The TMRS is a nontraditional, joint contributory, hybrid defined benefit pension plan. Under state law governing the
TMRS, an actuary determines the contribution rate annually. The city has historically made its full required
contributions. The plan recorded a net pension liability of $494.6 million as of Dec. 31, 2016, the most recent actuarial
valuation date. The plan reported a funded ratio of 72.8%, assuming a 6.75% discount rate, which is a slight decline
from the funded ratio of 72.9% at Dec. 31, 2015.
The Fire and Police Pension Fund is a single-employer defined benefit retirement plan administered by the San
Antonio Fire and Police Pension Fund. The plan is funded in accordance with state statutes and contributions are not
actuarially determined. The plan recorded a net pension liability of $577.2 million as of Dec. 31, 2016, the most recent
actuarial valuation date. The plan reported a funded ratio of 83.1%, assuming a 7.25% discount rate, which is a slight
increase from the funded ratio of 79.7% at Dec. 31, 2015.
Plan provisions include a backwards deferred retirement option plan (BackDROP), which provides a lump-sum benefit.
On retirement, retirees who choose the BackDROP will receive a lump-sum payment for a number of full months of
service elected by the member that does not exceed the lesser of (1) the number of months of service credit the
member had in excess of 20 years, or (2) 60 months and a reduced annuity payment.
The city also provides other postemployment health benefits to most retired employees through two plans, which it
funds on a pay-as-you-go basis.
The Retiree Health Benefits Fund covers civilian employees and uniform employees retiring prior to Sept. 30, 1989.
The unfunded liability for the plan was $288.9 million as of Oct. 1, 2016, the most recent actuarial valuation date, and
the plan was unfunded.
Fire and police personnel retiring after Sept. 30, 1989 are covered under the Fire and Police Retiree Health Care Fund.
The unfunded liability for the plan was $595.1 million as of Jan. 1, 2017, the most recent actuarial valuation date, and
the plan was 37% funded.
Given the current funded status of the city's pension plans and strategies to manage future costs, we do not believe
pension and OPEB liabilities present material risk to its debt and contingent liability profile.
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Strong institutional framework
The institutional framework score for Texas municipalities is strong.

Outlook
The stable outlook reflects our view of San Antonio's very strong budgetary flexibility and liquidity, which is supported
by very strong management. The stable outlook is further supported by San Antonio's broad and diverse economy and
strong budgetary performance, which will likely allow management to continue to meet its capital and growing service
delivery needs.
We do not expect to change the rating during the two-year outlook period because we believe the city will maintain a
very strong financial profile and that its economy will continue to prosper. However, a material deterioration of its
budgetary performance resulting in a reduction of available fund balance to levels no longer comparable with those of
peers, or a weakening of its key economic indicators could place pressure on the ratings.
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Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings information is
available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating action can be found
on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left
column.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

JULY 26, 2018 10

Copyright © 2018 by Standard & Poor’s Financial Services LLC. All rights reserved.
No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, 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
Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.
Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Ratingrelated publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the publication
of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.
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.
S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and 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.
STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

JULY 26, 2018 11

