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Credit Profile

US$20.0 mil rev rfdg bnds (York Coll of Pennsylvania) ser 2017 PP4 due 11/01/2037

Long Term Rating A-/Stable New

York Coll of Pennsylvania Refunding ser 2016 OO3 due 11/01/2037

Long Term Rating A-/Stable Affirmed

General Auth of Southcentral Pennsylvania, Pennsylvania

York Coll of Pennsylvania, Pennsylvania

series 2011 II

Long Term Rating A-/Stable Affirmed

Pennsylvania Hgr Educl Facs Auth, Pennsylvania

York Coll of Pennsylvania, Pennsylvania

Pennsylvania Hgr Ed Fac Auth (York Coll of Pennsylvania) PCU_GO

Long Term Rating A-/A-2/Stable Affirmed

Pennsylvania Hgr Ed Fac Auth (York Coll of Pennsylvania) PCU_GO

Long Term Rating A-/Stable Affirmed

Pennsylvania Hgr Ed Fac Auth (York Coll of Pennsylvania) PCU_GO

Long Term Rating A-/Stable Affirmed

Rationale

S&P Global Ratings assigned its 'A-' long-term rating to the General Authority of Southcentral Pennsylvania's series

2017 PP4 revenue refunding bonds, issued for York College of Pennsylvania (YCP). We also affirmed our 'A-' rating on

all outstanding series issued for YCP. In addition, we affirmed our 'A-/A-2' rating on the Pennsylvania Higher

Educational Facilities Authority's series 2014T2 bonds. The outlook, where applicable, is stable.

The rating reflects YCP's adequate enterprise profile and strong financial profile. The adequate enterprise profile is

characterized by a stressed environment leading to ongoing decline in enrollment, variable applications, and limited

demand flexibility given the competitive environment YCP operates in. The strong financial profile is supported by

robust margins, solid available resource ratios relative to operations and debt, and no additional plans for debt.

Combined, these factors result in an indicative stand-alone credit profile of 'a-' and a long-term rating of 'A-'.

The long-term rating component reflects our assessment of the institution's general credit characteristics. The
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short-term rating component reflects our assessment of the institution's self-liquidity. We believe the college

demonstrates sufficient liquid assets of high credit quality, which it could use to cover the purchase price of its

variable-rate series 2014 T2 (currently outstanding at $6.2 million), which are in a one-year mode, and have a

short-term rating.

The 'A-' rating further reflects our opinion of YCP's:

• History of solid full-accrual operating surpluses with an operating margin of 6.17% in fiscal 2016;

• Solid available resources with expendable resources of about $167 million, representing 140% of operating

expenses, and 196% of pro forma debt;

• Moderate pro forma maximum annual debt service (MADS) burden of 5.4%; and

• Strong tuition flexibility with a comprehensive price that is well below that of its peers and a low level of tuition

discounting with an overall discount rate of 22% in fiscal 2016.

We believe somewhat offsetting credit factors include, what we consider, YCP's:

• Decreasing full-time equivalent (FTE) student enrollment of 4,127 for fall 2016, down from over 5,000 FTE six years

earlier, with expectations it will level off in fall 2017;

• Limited revenue diversity with a high 89% dependence on tuition and auxiliary fees for fiscal 2016;

• Highly competitive market, characterized by historical freshman matriculation rate of about 16%, although YCP

improved matriculation to 25% for fall 2016 and expectation for similar matriculation in fall 2017; and

• Modest fundraising history.

YCP is a private, coeducational institution founded in 1787. It is on a 190-acre campus in York. The college currently

offers more than 50 baccalaureate degree programs in the arts and sciences, as well as master degrees in nursing,

business administration, and education. YCP's most popular majors include business, behavioral science, nursing, and

physical sciences. It recently added civil engineering, radiography, hospitality, and doctorate of nursing programs. The

college also owns York Country Day School, a private day school serving preschool through 12th-grade students with

a headcount of about 250; this is the only private day school in York County.

YCP is issuing approximately $19.8 million in series 2017 refunding bonds. The bonds will be used to advance refund

the General Authority of Southcentral Pennsylvania's revenue bonds, and series 2011 II bonds for economic savings.

The maturity will remain until 2042, and the bonds will be fixed rate. The series 2017 bonds will be on parity with

other bonds outstanding and are secured by pledged revenues, which include all revenues of the college, or the

equivalent to a general obligation pledge.

Outlook

The stable outlook reflects our opinion that over the two-year period, enrollment and demand will stabilize, operating

margins will remain above break-even, and available resource ratios will remain in line with current levels.

Downside scenario

We could lower the rating if declines in enrollment continue or demand metrics weaken. Furthermore, the rating could

be pressured if available resources were to decrease significantly below current levels, financial performance was to

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT SEPTEMBER 29, 2017   3

1924597 | 302452960

General Authority of Southcentral Pennsylvania   Pennsylvania Higher Educational Facilities Authority   York
College of Pennsylvania; Private Coll/Univ - General Obligation



become break-even or the college were to issue significant additional debt without commensurate financial resource

growth.

Upside scenario

It is unlikely that we will raise the rating during the outlook's two-year period, although we could do so if financial

resources increase significantly, margins remain consistent with historical levels, and enrollment and demand metrics

improve.

Enterprise Profile

Industry risk

Industry risk addresses the higher education sector's overall cyclicality and competitive risk and growth by applying

various stress scenarios and evaluating barriers to entry, levels and trends of profitability, substitution risk, and growth

trends observed in the industry. We believe the higher education sector represents a low credit risk when compared

with other industries and sectors.

Economic fundamentals

In our view, the college has rather limited geographic diversity, with approximately 62% of students coming from

Pennsylvania. As such, our assessment of York's economic fundamentals is anchored by Pennsylvania's GDP per

capita.

Market position and demand

Enrollment has declined in the past five years as a result of weak demographics in Pennsylvania and strong

competition for students. FTE decreased by a significant 5.4% to 4,127 in fall 2016 from 4,362 in fall 2015, down from

a high of nearly 5,100 in fall 2011. The drop is largely due to declines in the undergraduate population, with decreasing

freshmen enrollment over the time. Management expects FTE enrollment to stabilize over the next several years as

larger classes graduate and more consistent freshman classes matriculate. YCP has recently added new programs

based on market demand, implementing a robust marketing campaign and improving the applicant pool to achieve its

long-term goal of raising undergraduate student enrollment to 5,000 and graduate enrollment to 500 over time. While

we believe this goal is possible, we expect enrollment to remain low over at least the next few years.

YCP's demand profile is somewhat limited in flexibility, defined by moderate selectivity, offset by improving

matriculation, and average student quality. Freshman applications have continued to decline since fall 2014, and

decreased dramatically in fall 2016 because of management's implementation of a more-targeted enrollment approach

and not being heavily reliant on vendors. The more-targeted enrollment approach resulted in an increased

matriculation rate in fall 2016 of 25.4% and is expected to be similar in fall 2017. On the flip side, YCP's divergence

from vendors resulted in a decline in applications, which made the college less selective, with selectivity at 61.6% for

fall 2016. As we expected, we saw a slight improvement in demand in fall 2016, and we expect to continue to see

improving matriculation rates and a softer acceptance rate as the college continues to target prospective students that

are interested in YCP.

YCP has a unique model, with low tuition levels and low tuition discounting relative to those of peers. Tuition and fees,
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including room and board, were $29,240 for academic year 2016-2017, and the discount rate was 22%, which we

consider modest. Due to the competitive market that YCP operates in and weak demographics in Pennsylvania, we

have seen the tuition discount rate incrementally go up over the past six years. We expect to see this continue as the

college competes for students. The college's main competitors are local public universities, including Pennsylvania

State, and Temple universities in Pennsylvania; the universities of Maryland, Towson, and Salisbury in Maryland; and

University of Delaware.

The college has a solid history of fundraising, raising approximately $10 million to $11 million on average per year. It

has been raising funds for specific strategic initiatives, but is not in the middle of a comprehensive campaign.

Management

A 26-member board of trustees appointed to three-year terms governs YCP. Although a new chairman and vice

chairman were elected in May 2016, the board is stable with only rotational changes recently. We consider the board

diversified and actively engaged in the affairs of the college, evidenced by the financial support it provides the college.

YCP's president started in August 2013. The college experienced some transition in its senior management team,

which is not uncommon after a presidential change. In fiscal 2017, YCP hired new Provost and VPs for College

Advancement and Enrollment Management. The rest of the executive management team, including the chief financial

officer, is stable, which we believe lends stability to the overall credit profile.

Financial Profile

Financial management policies

We believe the management team has prudent fiscal practices that produce healthy operating surpluses, and it cuts

expenses to continue to enhance operating performance. We understand that the college has formal endowment

spending, investment, and debt policies, and that management budgets for depreciation expenses, which we view as a

positive credit factor. We also view YCP's historical limited reliance on endowment spending as credit strength,

providing an additional financial cushion.

The college operates according to a five-year strategic plan and has an informal reserve liquidity policy. It meets

standard annual disclosure requirements. The financial policies assessment reflects our opinion that, while there may

be some areas of risk, the organization's overall financial policies are not likely to negatively affect its future ability to

pay debt service. Our analysis of financial policies includes a review of the organization's financial reporting and

disclosure, investment allocation and liquidity, debt profile, contingent liabilities, and legal structure and a comparison

of these policies with those of comparable providers.

Financial performance

YCP's financial performance is characterized by consistently solid operating margins, with full-accrual surpluses

exceeding 5% margins until fiscal 2015, which resulted in a 4.8% margin. The college returned to margins above 5% in

fiscal 2016 with a 6.2% margin. Management projects slimmer margins in the future as a result of enrollment declines,

but expects to maintain at least break-even operating performance.

YCP remains highly dependent on student-generated fees; tuition, fees, and auxiliary revenue generated 93% of fiscal
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2015 operating revenue. It has also increased discounting modestly each year to attract more students. As a result, net

tuition revenue has declined year over year, which is likely to persist in the next few fiscal years.

Although management plans to add several additional academic deans and is investing in a new strategic plan, it plans

to draw down a strategic fund that was previously unused. We believe that this, as well as other unspent endowment

funds will continue to support positive operating performance. The college's budgeting practices are quite strong, and

we expect management will meet targets and continue to cut expenses if necessary.

Available resources

In our opinion, YCP's financial resource ratios are solid. Expendable resources were $167 million at fiscal year-end

2016, equal to 140% of fiscal 2016 operating expenses and 196% of pro forma debt. Cash and investments, including

restricted investments, were $190 million at June 30, 2016, or 160% of operating expenses and 223% of pro forma

debt. We note the expendable resources calculation--unrestricted net assets plus temporarily restricted net assets less

net plant, property, and equipment minus debt--is slightly deflated due to what we consider the college's low debt

compared to net plant, property, and equipment, although it is still an appropriate relative measure.

At fiscal 2017 year-end, YCP's pooled investments market value was approximately $202 million. The college's

endowment spending policy is 5% of the three-year annual moving average market value of pooled endowment assets,

which includes approximately $82 million. YCP's investments are in domestic and international equities (43%),

diversified equity (26%), fixed income (11%), emerging markets (8%), private equity (7%), and cash (5%).

Debt

The college had approximate 85.4 million of debt outstanding as of June 30, 2016, and it will have approximately $83.7

million of post-issuance debt. Approximately 71% of the bonds are naturally fixed-rate and the remaining 29% are

multimodal bonds, which are currently in fixed modes for various terms. All debt is a GO of the college. In our opinion,

the pro forma MADS burden of $6.4 million was a moderate 5.4% of fiscal 2016 operating expenses. We understand

management does not currently plan to issue additional debt during the next two years. The college has additional

capital needs, but we understand management will likely fund them internally with operating cash and gifts.

The multimodal bonds are currently in fixed rate mode, but two of the series have mode end dates in less than one

year, one of which requires a short-term rating. The series 2014 T2 bonds are currently in a one-year rate mode and

end April 30, 2018, and the series 2014 T3 bonds are in a two-year mode also with a mode end date of April 30, 2018.

The series 2014 T4 bonds are currently in a three-year mode and expire May 1, 2020. The par of the T2 bonds as of

June 30, 2017, is $6.2 million, and the total of all multi-mode bonds is approximately $24.1 million, and the college

states it has approximately $143 million in daily available funds to cover the mandatory tenders if the bonds are not

successfully remarked at the end of the term. We believe this is sufficient for the rating.

York College of Pennsylvania -- Financial Statistics

--Fiscal year ended June 30--

Medians for 'A' rated private

colleges and universities

2017 2016 2015 2014 2013 2016

Enrollment and demand

Headcount 4,503 4,734 5,062 5,234 5,426 MNR
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York College of Pennsylvania -- Financial Statistics (cont.)

--Fiscal year ended June 30--

Medians for 'A' rated private

colleges and universities

2017 2016 2015 2014 2013 2016

Full-time equivalent 4,127 4,362 4,663 4,790 4,952 3,659

Freshman acceptance rate (%) 61.6 43.0 45.5 44.1 44.9 63.1

Freshman matriculation rate (%) 25.4 15.8 15.7 14.7 16.5 MNR

Undergraduates as a % of total

enrollment (%)

95.2 95.7 95.8 95.7 95.5 82.3

Freshman retention (%) 78.2 78.2 78.7 74.8 72.9 86.0

Graduation rates (six years) (%) 60.0 57.0 61.0 62.0 65.0 MNR

Income statement

Adjusted operating revenue ($000s) N.A. 126,416 124,358 122,975 122,961 MNR

Adjusted operating expense ($000s) N.A. 119,070 118,679 116,399 113,265 MNR

Net operating income ($000s) N.A. 7,346 5,679 6,576 9,696 MNR

Net operating margin (%) N.A. 6.17 4.79 5.65 8.56 2.57

Change in unrestricted net assets

($000s)

N.A. 4,110 8,196 24,116 20,166 MNR

Tuition discount (%) N.A. 21.8 21.3 19.6 17.6 34.9

Tuition dependence (%) N.A. 66.6 69.4 69.6 69.5 MNR

Student dependence (%) N.A. 89.3 92.9 92.4 91.7 87.2

Healthcare operations dependence

(%)

N.A. N.A. N.A. N.A. N.A. MNR

Research dependence (%) N.A. 0.9 1.0 1.0 1.0 MNR

Endowment and investment income

dependence (%)

N.A. 1.9 1.8 2.7 2.6 MNR

Debt

Outstanding debt ($000s) N.A. 85,427 89,806 89,585 92,767 102,389

Proposed debt ($000s) N.A. N.A. N.A. N.A. N.A. MNR

Total pro forma debt ($000s) N.A. 85,427 N.A. N.A. N.A. MNR

Pro forma MADS N.A. 6,453 N.A. N.A. N.A. MNR

Current debt service burden (%) N.A. 4.10 4.49 4.60 5.10 MNR

Current MADS burden (%) N.A. 5.42 5.41 5.56 5.67 4.44

Pro forma MADS burden (%) N.A. 5.42 N.A. N.A. N.A. MNR

Financial resource ratios

Endowment market value ($000s) N.A. 132,073 80,282 79,925 67,932 200,977

Cash and investments ($000s) N.A. 190,187 191,244 176,789 147,015 MNR

Unrestricted net assets ($000s) N.A. 284,503 280,393 272,197 248,081 MNR

Expendable resources ($000s) N.A. 167,006 156,688 141,116 109,790 MNR

Cash and investments to operations

(%)

N.A. 159.7 161.1 151.9 129.8 137.7

Cash and investments to debt (%) N.A. 222.6 213.0 197.3 158.5 243.9

Cash and investments to pro forma

debt (%)

N.A. 222.6 N.A. N.A. N.A. MNR

Expendable resources to operations

(%)

N.A. 140.3 132.0 121.2 96.9 81.0
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York College of Pennsylvania -- Financial Statistics (cont.)

--Fiscal year ended June 30--

Medians for 'A' rated private

colleges and universities

2017 2016 2015 2014 2013 2016

Expendable resources to debt (%) N.A. 195.5 174.5 157.5 118.4 151.8

Expendable resources to pro forma

debt (%)

N.A. 195.5 N.A. N.A. N.A. MNR

Average age of plant (years) N.A. 10.2 9.3 9.0 8.9 13.5

N.A. not available. MNR median not reported. MADS maximum annual debt service. Total adjusted operating revenue = unrestricted revenue

less realized and unrealized gains/losses and financial aid. Total adjusted operating expense = unrestricted expense plus financial aid expense.

Net operating margin = 100*(net adjusted operating income/adjusted operating expense). Student dependence = 100*(gross tuition revenue +

auxiliary revenue) / adjusted operating revenue. Current debt service burden = 100*(current debt service expense/adjusted operating expenses).

Current MADS burden = 100*(maximum annual debt service expense/adjusted operating expenses). Cash and investments = cash + short-term

and long-term investments. Expendable resources = unrestricted net assets + temp. restricted net assets - (net PPE- outstanding debt). Average

age of plant = accumulated depreciation/depreciation and amortization expense.
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