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The three-way merger of Rutgers and Rowan universities and the University of Medicine and Dentistry of New Jersey is a marriage of the haves and have nots, according to an analysis by Moody’s Investors Service.

While the proposed reorganization would bring New Jersey’s public research universities “more along the model used in nearly every other state in the U.S.,” the rating service said, the plan does not address how to pay for it and how to disburse or retire about $668 million in debt attached to UMDNJ.

Rutgers-Camden, which would be absorbed by Rowan under the plan, is also not unencumbered. The campus is carrying about $64 million in debt, plus another $60 million that was advanced internally with the intention of being reimbursed next year with proceeds from a bond sale.

Proponents of reshuffling the state’s health and medical education institutions — which include Gov. Chris Christie, George Norcross, influential Democratic leader and chairman of Cooper University Hospital; and Senate President Stephen M. Sweeney, D-Gloucester — have not disclosed a financial plan, or addressed the potential decline in tuition revenues from students once the Rutgers name is eliminated from the Camden campus.

Camden Mayor Dana Redd has been cautiously neutral, saying the plan “could promote growth in the city's university district and other areas, and that it could bolster the city's position as a center for graduate studies in law, business and medicine.”

The governor’s office did not respond this week when asked for comment on disposition of debt.

A similar restructuring plan failed to materialize nine years ago due to an “estimated price tag of $1.3 billion,” according to Moody’s.

Rutgers University, which stands to acquire the Robert Wood Johnson Medical School, the School of Public Health and the New Jersey Cancer Institute from UMDNJ, is the most creditworthy of the institutions, with a Aa2 rating.

“It has not been determined how much debt Rutgers University would assume,” said University spokesman Greg Trevor.

While Rowan University’s credit rating, A2, is a notch below Rutgers’, Moody’s indicated in October that its borrowing power would likely be maxed out this year.

“Balance sheet provides a weak cushion for debt and operations, highlighting the University’s leveraged position,” said Moody’s in October.

Relying on state funding to build, operate and pay debt service on the new medical school puts Rowan in a vulnerable position in a “fiscally challenging year,” Moody’s said.

While Rowan and Cooper Hospital are partners in the medical school, which is expected to admit its first class of 50 in Camden this fall, Moody’s makes it clear that the “sole responsibility for all operating and capital costs associated with the Medical School rests with the University.”

Tagging along on Rowan’s fiscal coattails is Cooper, which has improved its rating substantially, but is still rated Baa3, a notch above junk status.

Citing the marriage with Rowan as a new challenge and therefore subject to risk, Moody’s concluded “over the longer term we view this to be a positive development for Cooper.”

Eugene Pilotte, an accounting and finance professor at Rutgers-Camden who strongly opposes becoming a Rowan University employee, said there are three ways to fund such an organization: higher taxes, more debt and/or higher tuition.

“Somebody has to take over this debt,” said Pilotte. “Rowan is at capacity unless it wants to take a rating hit, and UMDNJ and Cooper are not even candidates. Rutgers University is clearly the most creditworthy and it is my understanding that the board is not happy with the disparity in bond ratings of these institutions.

“If Rutgers’ board assumes millions in debt and loses the revenue stream of the Camden campus, it is my professional opinion it will hurt its own bond rating.”

By merging institutions in South Jersey, Rowan will get a bonus revenue stream from Rutgers students, added the professor.

“That gives Rowan more borrowing power to raise money for the medical school and maybe its other site on Cooper Street. I doubt any money will flow to the Rutgers campus.”

Neil Wise, an adjunct professor at Rutgers School of Law, said he will stop donating to the Rutgers Foundation unless the merger is quashed.

“I have donated every year since I graduated in 1975. I am extremely disappointed at the blatant political motivation behind this hostile takeover, and shocked at the unconscionable reactions by New Brunswick.

“The cowardly response can be interpreted only as an attitude of self-preservation and callous disregard for the welfare of the southern third of the state and the loyalty and long-term dedication of the faculty, staff, and alumni of Rutgers-Camden.”

Rutgers University has received about six similar notes from alumni of Rutgers-Camden in recent weeks, said Trevor.

“Notes like this are not unusual by alumni if they are unhappy with a board action. When things get resolved to their satisfaction, they generally resume giving,” he said.
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