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The city of Manhattan's (Aa2) credit profile benefits from a moderately-large tax base
stabilized by the presence of Kansas State University (Aa3 stable) and Fort Riley, a U.S. Army
installation. The city's financial profile has declined gradually, but when including liquidity
outside of core operations, remains healthy relative to peers. The city's elevated debt burden
is a constraining factor of the profile, which is partially mitigated by the support from nonlevy sources. Additionally, the city carries a moderately-low pension burden, which makes up
a small portion of the city's overall fixed cost burden.

Credit strengths
» Local economy anchored by Fort Riley and Kansas State University
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Credit challenges
» Declining operating reserves
» Elevated debt burden partially offset by support from non-levy sources
» Dependency on economically sensitive revenues
» High fixed costs

Rating outlook
Moody’s does not generally assign outlooks to credit with this amount of debt outstanding.

Factors that could lead to an upgrade
» Substantial growth in the city's tax base
» Material growth in reserves
» Significant reduction in the debt burden

Factors that could lead to a downgrade
» Continued draw on operating revenues
» Increases to an already high debt burden
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» Contraction of the tax base

Key indicators
Exhibit 1
Manhattan (City of) KS

2013

2014

2015

2016

2017

$3,303,316

$3,398,623

$3,518,962

$3,663,818

$3,806,899

54,082

55,112

55,769

55,909

55,427

Full Value Per Capita

$61,080

$61,668

$63,099

$65,532

$68,683

Median Family Income (% of US Median)

103.9%

106.5%

109.8%

110.7%

107.1%

Operating Revenue ($000)

$63,003

$65,161

$67,669

$71,880

$70,788

Fund Balance ($000)

$25,339

$23,020

$19,245

$22,368

$17,342

Cash Balance ($000)

$22,467

$21,194

$26,729

$20,593

$19,553

Fund Balance as a % of Revenues

40.2%

35.3%

28.4%

31.1%

24.5%

Cash Balance as a % of Revenues

35.7%

32.5%

39.5%

28.6%

27.6%

$207,128

$210,872

$225,962

$224,983

$209,720

$44,689

$49,232

$48,211

$48,774

$52,254

6.3%

6.2%

6.4%

6.1%

5.5%

3.3x

3.2x

3.3x

3.1x

3.0x

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

1.4%

1.4%

1.4%

1.3%

1.4%

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

0.7x

0.8x

0.7x

0.7x

0.7x

Economy/Tax Base
Total Full Value ($000)
Population

Finances

Debt/Pensions
Net Direct Debt ($000)
3-Year Average of Moody's ANPL ($000)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

Source: Moody's Investors Service; audited annual financial statements

Profile
Located 56 miles west of Topeka (Aa3), the city of Manhattan serves as the county seat for Riley County (Aa2) and functions as a
regional retail hub. The city is home to Kansas State University and Fort Riley. The population is approximately 56,000.

Detailed credit considerations
Economy and tax base: tax base anchored by the presence of Kansas State University and Fort Riley
The city's tax base will continue to be stable due to the presence of Kansas State University and the U.S. Army Base, Fort Riley. Kansas
State University has an enrollment of just under 25,000 in fiscal 2019 and Fort Riley has an enlisted population of approximately
15,000 and a civilian population of approximately 9,000. The two entities provide a majority of the population of the city. In fiscal
2018, the city's tax base grew to $4.1 billion, 2.2% growth over the previous year. Over the past five years, the city has averaged 3.6%
growth in full values annually. The city's top ten taxpayers make up a relatively diverse 10.5% of assessed values, with Wester Energy
(Baa1 stable) as the top taxpayer (2.3%).
The Federal Department of Homeland Security, in partnership with Kansas State University, is building the National Bio and Agro
Defense Facility (NBAF), which is a $1.2 billion investment that expected to be fully operational in 2023, that when concluded, is
expected to add more than 350 jobs to the city. City officials expect the research facility to attract other research facilities over time.
Additionally, Ultra Electronics ICE Inc. is constructing a 45,000 square foot facility, representing a $5 million investment, which will
bring approximately 33 jobs.
According to the fiscal 2018 economic analysis done by the US government, the total economic impact of Fort Riley was $1.7 billion
to the region, and will remain stable. The Fort is expecting to invest approximately $25 million annually in construction and renovation
projects over the next five years.
Demographic trends in the city are favorable and should continue to improve, as the city's major developments attract higher income
residents. Resident incomes continue to rise with median family income at 107.1% the U.S. Unemployment as of March 2019 was
strong, with a rate of 2.8%, well below the state (3.7%) and national (3.9%) levels for the same period.

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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Financial operations and reserves: narrowing finances bolstered by non-operating funds
The city's finances have narrowed after four years of operating fund balance deficits, but when including funds in the economic
development fund and the sales tax fund, the city's finances continue be healthy. In fiscal 2017, the general fund posted a $294,000
deficit, lowering general fund reserves to $3 million, a narrowed 11.4% of revenues. In fiscal 2018, officials are reporting an unaudited
general fund loss of approximately $140,000. The available General Fund balance includes assigned and unassigned fund balance, as
well as the portion of restricted balance associated with future payments on cancelable lease purchase agreements.
In addition to the General Fund, Moody’s looks at the city's operating fund, which we consider to include the General Fund, the Riley
County Police Fund (“Police Fund”), the Employee Benefit Contribution Fund, the Fire Pension KP&F Fund, the Fire Equipment Reserve
Fund, the Debt Service Fund, and the various TDD and TIF funds primarily due to the moral obligation pledge of the city. In aggregate,
the combined operating fund included an available operating fund balance of $17.3 million, or a narrowed, but still healthy, 24.5% of
total operating revenues. In addition to the primary operating reserves, the city maintains outside liquidity that can be transferred to
the General Fund if needed. Officials report that the economic development fund, with a balance of $8.2 million as of fiscal 2017, as
well as sales tax funds, with a balance of $1 million as of fiscal 2017, can be transferred. The combined outside liquidity of $9.2 million
represents 13% of operating revenues.
In fiscal 2017, the operating fund posted a $5.3 million draw, closing the year with an available fund balance of $17.3 million (24.5%
of revenues), with the draw primarily due to the decline in the debt service fund. The draw is due to the city's policy of aggressively
retiring debt. While a majority of the funds representing the operating fund remain stable, the debt service fund is expected to decrease
by approximately $240,000 in fiscal 2018 and budgeted to decrease by $2.5 million in fiscal 2019. We project that with the budgeted
fiscal 2019 decrease, the operating fund will close with approximately 22% of revenues.
Like many Kansas municipalities, sales tax revenues are one of the city’s largest income sources at approximately 32.4% of fiscal 2017
general fund revenues. In addition to the 2/10 cent sales tax recently passed, the city has a local 1% sales tax, half of which flows to
the General Fund, and half of which flows into a Sales Tax Special Revenue Fund which can then be transferred into any property tax
supported fund; residents also renewed the .25% “quality of life” sales tax, which supports new public facilities and trails. The city
additionally receives approximately 61% of a countywide sales tax, which was recently renewed by voters through 2022. This sales tax
is allocated to the Economic Development Fund (65%) and to the city’s Bond and Interest Fund (35%).
Over the past five years, the city's total tax rate has increased. In fiscal 2019, the total tax rate grew to approximately 148.6 mills,
growing annually from approximately 135.5 mills in fiscal 2015. A majority of levy increases have been in the general operating fund
levy and the bond and interest fund levy.
LIQUIDITY

The city does not have a minimum General Fund balance policy but has an informal goal of continually carrying forward $2 million of
cash on hand. The city’s fiscal 2017 General Fund cash position was $2.1 million or a narrow 8.1% of revenues. Inclusive of all operating
funds Moody's includes for the city, cash was $19.6 million or 27.6% of operating revenues. Although still adequate, the city's cash
declined from almost 40% of operating revenues two years prior. Future reviews will focus on the city's ability to stabilize fund balance
and cash reserves and restore them to historic levels.
Debt and pensions: elevated debt burden offset by non-levy sources; manageable pension
At 5.4% of fiscal 2018 full value, the city’s debt burden is elevated. Approximately half of the city's $124.6 million in outstanding
GO debt is associated with special assessments, and the city reports that collections remain above budgeted levels. The debt burden
also includes $35.6 million in GO Temporary Notes which are typically issued with 3-4 year maturities and are taken out with long
term debt. In addition to general obligation debt, the city’s debt burden includes a moral obligation appropriation pledge for special
obligation bonds and sales tax revenue bonds (STAR), which are supported by sales tax and tax increment revenues. The city issued
four such series of bonds in 2009, and approximately $39.5 million remains outstanding in aggregate. Dedicated revenues have
been sufficient to pay debt service, precluding the need for the city to make any general appropriations. The city maintains a voter
approved 0.25% sales tax to support debt service for the city’s general obligation Quality of Life projects, which include zoo and pool
maintenance and improvement projects.
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The city has a formal debt management policy that restricts the city from issuing more general obligation bonds than it issues each
year. The city has preliminary plans to issue general obligation bonds or notes quarterly for various capital projects. The city typically
retires 3-4 year temporary notes four times per year and has historically had multiple bids on take-out financings, a trend we expect to
continue.
DEBT STRUCTURE

All of the city’s debt is fixed rate. The city utilizes short-term debt to provide interim financing which represents 22% of outstanding
GO debt. Principal amortization of the city’s debt is average, with 74.7% retired within ten years.
DEBT-RELATED DERIVATIVES

The city is not a party to any derivative agreements.
PENSIONS AND OPEB

Manhattan has a manageable level of exposure to two statewide cost-sharing pension plans, the Kansas Public Employees Retirement
System (KPERS) and the Kansas Police and Fireman’s Retirement System (KP&F), both plans are administered under KPERS. Total fiscal
2017 city pension contributions amounted to $2 million or a low 2.8% of 2017 operating revenues. KPERS reduced the assumed rate of
return from 8% to 7.75%, which will translate to increased contributions starting in fiscal 2019. Even with the increase in pension costs,
pensions are expected to be manageable.
The city's 2017 contribution was favorably $101,000 below a “tread water” indicated amount, which is a calculation of required annual
contribution which would prevent the unfunded pension liability from growing, under reported assumptions. As of 2017, the city's
“tread water” contribution was calculated at approximately $2.1 million.
Moody’s three year average (fiscal 2015-2017) adjusted net pension liability (ANPL) for the city, under our methodology for adjusting
reported pension data, is $52.3 million, 0.7 times operating revenues and 1.5% of full value.
The city's fixed costs, inclusive of debt service, pension and OPEB contributions, are significantly elevated at 42.1% of operating
revenues, which again includes TIF, TDD and Star Bond funds. Net of TIF, TDD and Star Bonds, fixed costs are tempered but still at 35%
of revenues. The city offers other post-employment benefits (OPEB), and funds the liability on a pay-as-you-go basis. As of 2017, the
accrued liability was low at $3.1 million, and the annual contribution was a nominal $74,000.
Management and governance: strong institutional framework score
Kansas Cities have an Institutional Framework score of Aaa, which is high compared to the nation. Institutional Framework scores
measure a sector's legal ability to increase revenues and decrease expenditures. The sector has one or more major revenue sources
that are not subject to any caps. Specifically, large revenue sources for cities include property taxes and sales taxes. Sales taxes can be
increased via voter referendum. Property taxes are now subject to an annual lid which limits the additional amount of taxes generated
to the previous year plus the five year rolling average of the Consumer Price Index; however, numerous exemptions are stipulated in
the legislation including expenses for debt service, public safety, and state and federal mandates among others. Unpredictable revenue
fluctuations tend to be minor, or under 5% annually. Across the sector, fixed and mandated costs are generally greater than 25% of
expenditures. Kansas is a Right to Work state, providing significant expenditure cutting ability. Unpredictable expenditure fluctuations
tend to be minor, under 5% annually.

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.
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Exhibit 2
Manhattan (City of) KS
Rating Factors

Measure

Score

Economy/Tax Base (30%) [1]
Tax Base Size: Full Value (in 000s)

$4,059,810

Aa

Full Value Per Capita

$77,086

Aa

Median Family Income (% of US Median)

107.1%

Aa

Notching Factors:[2]
Institutional Presence

Up

Finances (30%)
Fund Balance as a % of Revenues

24.5%

Aa

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

-3.2%

Baa

Cash Balance as a % of Revenues

27.6%

Aaa

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

-5.1%

Baa

Notching Factors:[2]
Other Analyst Adjustment to Finances Factor: Additional liquidity outside core operations funds

Up

Management (20%)
Institutional Framework

Aaa

Aaa

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures

1.0x

Baa

6.0%

Baa

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)

3.4x

Baa

1.3%

Aa

0.7x

Aa

Notching Factors:[2]
Unusual Risk Posed by Debt Structure

Down
Scorecard-Indicated Outcome

Aa3

Assigned Rating

Aa2

[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 December 16, 2016.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs Updated for 2018 publication
Source: US Bureau of Economic Analysis, Moody's Investors Service
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