U.S. PUBLIC FINANCE

CREDIT OPINION
30 September 2019

Tredyffrin (Township of) PA
Update to credit analysis
Summary

Contacts
Enrique Cavazos
+1.212.553.1976
Associate Lead Analyst
enrique.cavazos@moodys.com
Nicole Serrano
+1.212.553.4143
VP-Senior Analyst
nicole.serrano@moodys.com
CLIENT SERVICES

Tredyffrin Township, PA's (Aaa stable) tax base and financial position will remain strong
over the near to medium term given continued residential and commercial development,
conservative budgeting practices, and strong formal fund balance policies. The primarily
residential community benefits from high wealth levels and a significant commercial
presence from several large office buildings, including the Vanguard Group headquarters.
The debt burden remains modest inclusive of the township's 2019 new money issuance,
with limited need for future issuances due to expected controlled and long-term use of the
township's ample reserves for capital projects.

Credit strengths
» Very high wealth levels
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» Strong financial position
» Minimal debt burden

Credit challenges
» Expected future use of reserves for capital needs
» Above average taxpayer concentration

Rating outlook
The stable outlook reflects the expectation that the township's financial position and tax
base will remain strong in the near to medium term.

Factors that could lead to an upgrade
» Not applicable

Factors that could lead to a downgrade
» Declines in reserves beyond the township’s formal fund balance policy
» Deterioration of the tax base and wealth indicators
» Significant increases in the debt burden
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Key indicators
Exhibit 1

Tredyffrin (Township of) PA
Economy/Tax Base

2014

2015

2016

2017

2018

$5,836,575

$5,951,149

$5,982,166

$6,282,800

$6,288,421

29,455

29,504

29,491

29,522

29,504

$198,152

$201,707

$202,847

$212,818

$213,138

220.6%

219.2%

218.3%

219.4%

219.4%

Operating Revenue ($000)

$19,799

$21,166

$21,513

$22,168

$21,559

Fund Balance ($000)

$16,156

$16,502

$17,473

$18,527

$18,196

Cash Balance ($000)

$13,070

$13,835

$15,384

$17,215

$13,948

Fund Balance as a % of Revenues

81.6%

78.0%

81.2%

83.6%

84.4%

Cash Balance as a % of Revenues

66.0%

65.4%

71.5%

77.7%

64.7%

Net Direct Debt ($000)

$14,176

$10,533

$8,739

$6,906

$4,954

3-Year Average of Moody's ANPL ($000)

$17,790

$24,699

$27,972

$32,292

$32,964

0.2%

0.2%

0.1%

0.1%

0.1%

0.7x

0.5x

0.4x

0.3x

0.2x

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

0.3%

0.4%

0.5%

0.5%

0.5%

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

0.9x

1.2x

1.3x

1.5x

1.5x

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

Debt/Pensions

Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

Source: Tredyffrin Township audited financial statements, US Census Bureau, Moody's Investors Service

Profile
Tredyffrin Township, PA is located in Chester County (Aaa stable), approximately 22 miles northwest of Philadelphia (A2 stable). The
township is primarily residential, with approximately 29,522 residents, but is also home to several corporate offices.

Detailed credit considerations
Economy and tax base: large tax base with high wealth and income levels
Tredyffrin's large and wealthy tax base will continue to experience modest growth moving forward given the ongoing residential and
commercial projects in progress, including multiple office buildings, mixed-use properties, and residential developments. The residential
and mixed-use developments are expected to add approximately 95 single family homes and 250 multi-family homes within the next
5 years. While the township is primarily residential at 71% of assessed value, commercial properties account for 28% and comprise the
majority of the top ten taxpayers. Taxpayer concentration is slightly above average at $12.0% of assessed values, with Vanguard Group
at 2.5% of the total.
The township's wealth indicators are strong. The full value per capita of $223,000 is substantially higher than the $77,000 state
median, while median family income is 219.4% of the nation and 213.9% of the state. Additionally, the township's poverty and
unemployment rates are low at 3.7% and 3.5% respectively. Median home values in the township are very high at $499,000 or
258.0% of the nation and 292.8% of the state. The township's population remains stable.
Financial operations and reserves: history of surpluses and strong financial position
Moody's expects the township's financial operations to remain stable going forward as the township runs consistent surpluses
and maintains large reserves. After seven years of consecutive surplus operations, the township ran a small deficit in fiscal 2018 of
$324,000 due to higher than expected public works and public safety expenses. Reserves and liquidity remain notably healthy, with
available fund balance and net cash amounting to 84.4% and 64.7% of revenues respectively.
The township's revenues are primarily derived from property taxes (40%), followed by real estate transfer taxes (23%), and licenses and
permits (13%). Public safety is the largest expenditure (60%), followed by public works (11%) and general government (10%).
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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Management expects to end fiscal 2019 and fiscal 2020 with reserves and liquidity at least level, but plans to appropriate general fund
reserves for capital projects over the next five to ten years. The township's formal fund balance policy is strong, requiring a minimum
unassigned fund balance of 25% of total general fund expenditures, and a goal of 30-35% of expenditures.
LIQUIDITY

The township has excellent liquidity with general fund cash and investments of $13.9 million or 64.6% of revenues. The township
maintains an additional $2.1 million in investments within the highway projects fund.
Debt and pensions: minimal debt burden and average pension liabilities
The township's debt burden will remain modest over the near to medium term due to limited plans for additional borrowing beyond
the current issuance. Inclusive of the township's 2019 new money issuance, the direct debt burden will be a minimal $10.3 million
or 0.2% of full value. Management is considering a similarly sized issuance over the next five years, but expects to fund most capital
initiatives through grants and modest use of reserves over the long-term.
DEBT STRUCTURE

All of the township's debt is fixed rate.
DEBT-RELATED DERIVATIVES

The township is not party to any interest rate swaps or other derivative agreements.
PENSIONS AND OPEB

The township contributes to the Public Employee Retirement System (PERS), an agent multiple-employer plan under the Pennsylvania
Municipal Retirement System, and a single-employer defined benefit pension plan covering police. The adjusted net pension liability
(ANPL) for fiscal 2018, based on a 4.07% discount rate, was approximately $34.2 million or an average 1.59 times operating revenues.
The reported net pension liability of $10.2 million assumes a discount rate of 6.77%. The township's 2018 contributions, net of onbehalf payments from the state, totaled $1.2 million or 5.5% of operating expenses. Moody's uses the adjusted net pension liability
to improve comparability of reported pension liabilities. The adjustments are not intended to replace the district's reported liability
information, but to improve comparability with other rated entities.
The township's adjusted other post-employment benefits (OPEB) liabilities are average at $33.6 million or 1.56 times revenues. Total
fixed costs, including debt service, pension contributions, and OPEB expenses, totaled an average 16.7% in fiscal 2018.
Management and governance: strong institutional framework
The township has a long history of surplus operations, resulting in a strong financial position, and management's formal fund balance
policy requires a healthy level of reserves.
Pennsylvania townships have an institutional framework score of Aa, or strong. Townships enjoy the authority to adjust the property
tax millage without limitation. While many townships rely on economically sensitive revenues such as income taxes, they have the
authority to increase property taxes to offset any declines in these revenues. Organized labor does have a strong presence in the state,
and state labor law gives bargaining groups significant leeway to seek arbitration. Most townships have been challenged to control and
predict labor costs.

Rating methodology and scorecard factors
The US Local Government General Obligation Rating 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.

3

30 September 2019

Tredyffrin (Township of) PA: Update to credit analysis

MOODY'S INVESTORS SERVICE

U.S. PUBLIC FINANCE

Exhibit 2
Tredyffrin (Township of) PA
Rating Factors

Economy/Tax Base (30%)

Measure

Score

[1]

Tax Base Size: Full Value (in 000s)

$6,578,499

Aa

$222,970

Aaa

219.4%

Aaa

Fund Balance as a % of Revenues

84.4%

Aaa

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

16.0%

Aa

Cash Balance as a % of Revenues

64.7%

Aaa

2.0%

A

Full Value Per Capita
Median Family Income (% of US Median)
Finances (30%)

5-Year Dollar Change in Cash Balance as % of Revenues
Notching Factors:[2]
Other Analyst Adjustment to Finances Factor: Expected future draws for capital needs

Down

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

Aa

Aa

1.0x

Aa

0.1%

Aaa

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)

0.2x

Aaa

0.5%

Aaa

1.5x

A

Scorecard-Indicated Outcome

Aa1

Assigned Rating

Aaa

[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: Tredyffrin Township audited financial statements, US Census Bureau, Moody's Investors Service
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