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Bond rating upgraded for Cherry Hill schools

By BARBARA S. ROTHSCHILD
Courier-Post Staff 
Moody's Investor's Service has upgraded the school district's bond rating based on the amount of its general fund surpluses from fiscal 2007 through fiscal 2009.
The move came as a surprise to James Devereaux, the district's business manager, because the district has not sought to refinance debt or go out for a bond referendum -- things that normally trigger a review.
"It was a shot out of the blue," said Devereaux, who coordinated a wealth of information the service sought to conduct the study.
He speculated that the overall tenuous state of the economy could have played a role in Moody's decision to give the district a new look.
The result is an A1 bond rating on the district's outstanding general obligation bonds totaling $35 million, up from the A2 rating assigned during Moody's last analysis five years ago.
Ratings like Moody's and Standard & Poor's are considered important because they can affect how easily the district can sell future bonds. Bonds are one way of financing large expenditures, such as building a new school.
The A1 rating is considered stable with room for improvement. The highest-quality tier for bond ratings is Aaa, ranging from Aaa1 to Aaa3, followed by Aa ratings and then A, B and C ratings that suggest greater risk.
"The district has demonstrated sound financial management in recent years, which is evident in three consecutive years of strong operating surpluses through fiscal 2009," Moody's analysts Dennis Lam and Catie Tsao wrote.
Lam and Tsao cited the district's general fund balance, or surplus, saying it had grown to $18.6 million -- an increase of $14.2 million since before the three years investigated, or nearly 11 percent of general fund operating revenues.
"That's an indicator you're . . . not spending more money than you're bringing in," Devereaux said.
The $18.6 million figure can be misleading because it includes earmarked reserves. The unrestricted reserve amount in the current budget is $3.3 million.
"That should be indicative of our controlling funds," Devereaux said.
The current general operation budget is $171.8 million.
State regulations require that the unrestricted reserve be no more than 2 percent of general operating expenditures for the previous year. For the current budget, that means the 2 percent maximum is based on a 2008-2009 figure totaling $172.8 million.
This year's budget also includes $5 million that was reserved in the 2008-2009 spending plan to help budget the current one. Nearly $4 million in excess surplus last year by law had to be funneled into the current budget, as well. The total, $8.9 million, is $1.5 million more than the district was able to find to help balance the previous year's budget.
Moody's cited the district's placing $1 million of the fiscal 2008-2009 surplus into a capital reserve account, its lower than budgeted instructional and employee benefits costs, reductions in staffing, and the fact that school taxes did not increase for fiscal 2010.
Many of the criteria used by Moody's are township-based. The service wanted to know details of recent development in the township, township tax revenues and tax base, and more. The district cited development at the former racetrack site as the most salient growth.
The district is still climbing back to the top ratings it used to earn. Seven years ago, Moody's downgraded its bond rating from Aa3 to Aa2 based on a low budget surplus -- less than one-half of 1 percent of a then-$125 million operating budget when the maximum allowed by the state was 4 percent of the budget rather than today's 2 percent.
In recent years, a task force recommended replacing Kingston Elementary School, the district's oldest operating school, now in its 55th year. But getting the district's financial house in order put that plan on the back burner -- where it is staying for now.
"At the end of the day, the bond rating went up because Cherry Hill is a desirable place to live and work despite what's going on around the country. Of equal importance, they analyzed the district's financials and deemed them to be in sound enough condition to warrant the upgrade," Devereaux said.
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