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Summary:

West Manheim Township, Pennsylvania; General
Obligation

Credit Profile

West Manheim Twp GO bnds

Long Term Rating A+/Stable Upgraded
West Manheim Twp GO (BAM)

Unenhanced Rating A+(SPUR)/Stable Upgraded

Many issues are enhanced by bond insurance.

Rationale

S&P Global Ratings raised its long-term rating and underlying rating (SPUR) on West Manheim Township, Pa.'s
general obligation (GO) debt one notch to 'A+' from 'A'. The outlook is stable.

The rating action reflects our opinion of West Manheim's improved financial performance during the past two fiscal
years that has resulted in strong budgetary flexibility and very strong liquidity. New management came in during fiscal
2015 with a focus on fiscal conservativism. Through debt refinancing, millage increases, and careful spending,
management has brought about strong financial performance and substantially higher reserves. While an extensive
history of stable budgetary performance has yet to be established, management has enacted new practices, including
financial forecasting and capital planning, we believe will likely assist with greater budgetary transparency. A very
weak debt profile due primarily to high net direct debt and elevated fixed costs when considering debt-service and

pension contributions will continue to pressure the township in the long term.
The township's full-faith-and-credit-GO pledge secures the bonds.
The rating reflects our opinion of the township's:

» Adequate economy, with market value per capita of $75,304 and projected per capita effective buying income at
111% of the national level,;

* Adequate management, with standard 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;

+ Strong budgetary flexibility, with available reserves in fiscal 2017 of 35% of operating expenditures;

» Very strong liquidity, with total government available cash at 66.8% of total governmental-fund expenditures and
5.2x governmental debt service, and access to external liquidity we consider strong;

» Very weak debt-and-contingent-liability position, with debt service carrying charges at 12.9% of expenditures and
net direct debt that is 187% of total governmental-fund revenue, but rapid amortization, with 67.5% of debt
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Summary: West Manheim Township, Pennsylvania; General Obligation

scheduled to be retired within 10 years; and

+ Strong institutional framework score.

Adequate economy

We consider West Manheim's economy adequate. The township, with an estimated population of 8,465, is
approximately 18 miles southwest of York and 95 miles west of Philadelphia in southwest York County, along the
Pennsylvania and Maryland border. Residents of the 20-square-mile township have employment opportunities in the
York-Hanover metropolitan statistical area, which we do not consider broad and diverse. Leading area employers

include York Hospital, the federal government, the county, and Wal-Mart Stores Inc.

The township has a projected per capita effective buying income of 111% of the national level and per capita market
value of $75,304. Overall, market value decreased by 7.9% during the past year to $637.5 million in fiscal 2017. The

county unemployment rate was 4.4% in 2017.

Assessed value (AV) has increased by about 1%-2% annually for the past few fiscal years. Management notes a
300-plus-unit townhome development is currently underway, and the possibility exists for another 300-unit home
development. Moreover, a planned university medical center could spur additional business and residential
development nearby. Based on expected development and historical trends, we expect AV will likely continue to grow

at a similar rate for the next two fiscal years.

Adequate management
We view the township's management as adequate, with standard financial policies and practices under our FMA

methodology, indicating the finance department maintains adequate policies in some, but not all, key areas.
Highlights include management's:

« Three-year look-back at historical revenue and expenditures when formulating the current budget year;
* Monthly reports on budget-to-actual results to the township board;

» Five-year forecast of financial and capital project plans it updates annually and shares with the board;

» Use of commonwealth guidelines for investments with monthly treasurer's reports to the board; and

+ Informal reserve target of maintaining two quarters (fiscal quarters one and four) of expenditures for cash flow,
which the county is not conforming to currently despite substantial fund balance increases.

The township does not maintain a formal debt-management policy.

Strong budgetary performance

West Manheim's budgetary performance is strong, in our opinion. Our assessment accounts for the fact that we expect
budgetary results could deteriorate somewhat from fiscal 2017 results during the next few fiscal years, but budgetary
performance has significantly improved during the past two fiscal years. New management came in during fiscal 2015
and restructured cash flow, increased revenue through additional millage, and refinanced debt. We recognize results

have been positive; however, if performance were to regress to old trends, we could lower the rating.

The township had operating surpluses of 21% of expenditures in the general fund and 22.7% of expenditures across all
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Summary: West Manheim Township, Pennsylvania; General Obligation

governmental funds at fiscal year-end Dec. 31, 2017. General fund revenue improved by approximately $800,000
during fiscal 2017 due primarily to an increase to 4.5 mills from 3.5 mills. Series 2016 bond proceeds refinanced series
2010 bonds, which provided additional savings through an extended maturity and reduced debt service. Fixed costs,
mainly pension and debt-service contributions, were 23.5% of total governmental-fund expenditures. We consider
these costs elevated because they will likely be an ongoing fiscal pressure. Management notes fiscal 2017 was the first

year it did not need to borrow with tax anticipation notes, citing improved reserves.

For fiscal 2018, officials adopted a balanced budget at $4.582 million. With fiscal year-end 2018 near, management

notes finances are trending close to the budget. Management expects to transfer $200,000 into reserves.

Officials have balanced the proposed fiscal 2019 budget at $4.917 million, including a $97,000 transfer into reserves
and a $397,000 transfer into the capital fund. The budget includes capital needs, which is also reflected in the five-year

rolling capital improvement plan.

Due to expected and budgeted year-end results and fixed-cost pressure, we think budgetary performance will likely
remain, at least, strong during the next two fiscal years. Moreover, we expect the new management team will likely

continue to make budgetary adjustments to maintain performance.

Strong budgetary flexibility
West Manheim's budgetary flexibility is strong, in our view, with available reserves in fiscal 2017 of 35% of operating
expenditures, or $1.4 million. In our view, West Manheim's use of cash accounting, which reduces the clarity about the

amount of funds truly available, negatively affects budgetary flexibility.

In fiscal 2015, available fund balance was nominal at a negative 1% of expenditures; it has improved dramatically since
then. We attribute strengthened budgetary performance to improved reserves. While we expect reserves to continue to
grow for, at least, the next two fiscal years based on budgeted year-end results, management notes it could fund a
possible public-works building with reserves; it, however, expects reimbursement through the sale of property,
resulting in no net gain or loss. Therefore, we expect reserves will likely remain strong during, at least, the next two

fiscal years.

Very strong liquidity
In our opinion, West Manheim's liquidity is very strong, with total government available cash at 66.8% of total
governmental-fund expenditures and 5.2x governmental debt service in fiscal 2017. In our liquidity assessment, we

have adjusted for restricted cash earmarked for liquid fuel.

We believe West Manheim's record of issuing debt during the past 10 years provides it with strong access to external
liquidity. It does not have any variable-interest-rate debt. We understand the township does not have any
direct-purchase or privately placed obligations that could create contingent-liquidity risk. West Manheim complies
with commonwealth investment guidelines. Therefore, we expect liquidity will likely remain very strong during, at

least, the next two fiscal years.

Very weak debt-and-contingent-liability profile
In our view, West Manheim's debt-and-contingent-liability profile is very weak. Total governmental-fund debt service

is 12.9% of total governmental-fund expenditures, and net direct debt is 187% of total governmental-fund revenue.
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Approximately 67.5% of direct debt is scheduled to be repaid within 10 years, which is, in our view, a positive credit

factor. We understand officials do not currently have any debt plans for, at least, the next two years.

In our opinion, West Manheim's large pension obligation is a credit weakness. West Manheim's pension contributions

totaled 10.7% of total governmental-fund expenditures in fiscal 2017, which we consider elevated.

West Manheim maintains two single-employer, defined-benefit pension plans: a police and nonuniformed employees'
plan. In fiscal 2017, it met the minimum municipal obligation contribution for the plans. The police plan's, the larger of
the two plans, unfunded actuarially accrued liability was $1.012 million with 76% funded at Jan. 1, 2017. The
nonuniformed employees' plan's unfunded actuarially accrued liability was $850,804 with 68% funded at Jan. 1, 2017.
We consider funding ratios slightly weak. The township contributed $462,000 to pension plans in fiscal 2017, or 10.7%
of total governmental expenditures, which we consider elevated. When combined with debt-service costs, carrying
charges were 23.5% of expenditures, which we consider elevated. We expect elevated fixed costs to remain a pressure

on the township's debt profile and finances for the long term.

The township does not provide other postemployment benefits (OPEB).

Strong institutional framework

The institutional framework score for non-home rule Pennsylvania municipalities is strong.

Outlook

The stable outlook reflects S&P Global Ratings' opinion of the township's very strong liquidity, strong budgetary
performance and flexibility, adequate economy, and very weak debt. It also reflects our expectation management will
likely continue to make budgetary adjustments to maintain performance and reserves while confronted with elevated
fixed costs and capital needs. Therefore, we do not expect to change the rating again during the two-year outlook

period.

Downside scenario

If finances were to deteriorate, leading to substantially decreased reserves or liquidity, we could lower the rating.

Upside scenario
With all other factors holding steady, if debt were to decrease, management were to formalize more policies, and

economic indicators were to improve, we could raise the rating further.

Related Research

» S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013

* Incorporating GASB 67 And 68: Evaluating Pension/OPEB Obligations Under Standard & Poor's U.S. Local
Government GO Criteria, Sept. 2, 2015

* 2018 Update Of Institutional Framework For U.S. Local Governments
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Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such criteria.
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.
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