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Upper Moreland Township School District, Pennsylvania (Aa2) benefits from a large, stable
tax base with above-average resident wealth level and incomes, a healthy financial position
bolstered by adequate reserves and a debt burden, that while elevated, is manageable. While
the district, which is contiguous with Upper Moreland Township (Aa2), is largely built out
leaving little room for new development, it benefits from its proximity to Philadelphia (A2
negative) and commercial centers within Montgomery County (Aa1 positive). The district
has a history of stable financial operations, largely the result of conservative budgeting,
adherence to formal fiscal policies, and willingness to raise taxes. As a result, reserves are at
healthy levels. Though elevated for the rating category, the district's debt burden will remain
stable as there are no plans to issue new debt over the next several years.
On December 15, we assigned a Aa2 rating to the District's $9 million General Obligation
Bonds, Series of 2018.

Credit strengths
» Large tax base with above-average wealth levels
» Healthy financial position and history of stable operations
» Strong management that adheres to formal financial policies

Credit challenges
» The debt burden is elevated relative to similarly rated entities

Rating outlook
Moody's does not generally assign outlooks to local governments with this amount of debt
outstanding.

Factors that could lead to an upgrade
» Significant growth in reserves and liquidity levels
» Material expansion of the tax base and improved resident wealth and incomes
» A decrease in the debt burden
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Factors that could lead to a downgrade
» Failure to maintain balanced financial operations resulting in a material decline in reserves
» Contraction of the tax base and a decline in resident wealth and incomes
» A material increase in the debt burden

Key indicators
Exhibit 1

Upper Moreland Township School District, PA

2012

2013

2014

2015

2016

$2,164,147

$2,204,236

$2,209,477

$2,221,503

$2,227,307

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

24,106

24,108

24,167

24,188

24,188

$89,776

$91,432

$91,425

$91,843

$92,083

127.9%

126.8%

125.1%

123.8%

123.8%

Operating Revenue ($000)

$51,116

$52,270

$53,571

$57,276

$56,911

Fund Balance ($000)

$10,700

$13,610

$14,102

$14,990

$12,110

Cash Balance ($000)

$14,646

$16,188

$17,092

$17,225

$15,944

Fund Balance as a % of Revenues

20.9%

26.0%

26.3%

26.2%

21.3%

Cash Balance as a % of Revenues

28.7%

31.0%

31.9%

30.1%

28.0%

Net Direct Debt ($000)

$67,260

$69,375

$65,710

$61,675

$66,700

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

$43,317

$57,737

$67,417

$76,001

$80,573

1.3x

1.3x

1.2x

1.1x

1.2x

Net Direct Debt / Full Value (%)

3.1%

3.1%

3.0%

2.8%

3.0%

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

0.8x

1.1x

1.3x

1.3x

1.4x

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

2.0%

2.6%

3.1%

3.4%

3.6%

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

Debt/Pensions

Net Direct Debt / Operating Revenues (x)

Source: Moody's Investors Service

Profile
The Upper Moreland Township School District is coterminous with the Township of Upper Moreland (Aa2), a suburban community
located in Montgomery County (Aa1 positive), approximately 10 miles north of Philadelphia (A2 negative). The district serves
approximately 3,142 students across four schools.

Detailed credit considerations
Economy and Tax Base: Large, Stable Tax Base with Above-Average Wealth
The district's $2.2 billion tax base is stable, and will likely remain so given that it is largely built out and there is minimal new
development. There is a modest degree of taxpayer concentration with top ten taxpayers, which are primarily shopping centers,
apartment complexes and retirement communities, making up 11.4% of assessed valuation. Recently, the district has enjoyed modest
but steady tax base growth, with average annual increases of 0.8% over the last five years.
The district's population of 24,188 has been very stable, a trend that is echoed by the relatively stable enrollment, which is at 3,142
students for the 2017-18 school year. District resident incomes are above-average with median family income and per capita income at
123.9% and 115.8% of national medians, respectively. Additionally, unemployment is below state and national levels at 3.4%, as is the
district's poverty rate of 6.3%.
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: Historically Stable Operations Resulting in Healthy Reserve Levels
Upper Moreland Township School District has a history of stable financial operations and maintenance of healthy reserve levels. Based
on management's conservative budgeting practices and commitment to formal fiscal policies, this trend will likely continue.
For fiscal 2016, the district realized a $1.3 million deficit in its operating funds, which consist of the General Fund and Debt Service
Fund, net of a $1 million transfer to the Capital Projects Fund. The deficit brought available operating fund balance to $12.1 million,
representing a healthy 21.3% of revenues.
While audited financial statements are not yet available for fiscal 2017, management has noted that actual results were better than
budgeted. Net of a transfer to the Capital Projects Fund, the district generated an operating surplus of $465,115. The district benefits
from additional reserves in its Capital Projects Fund of approximately $2 million. Management notes that the strong performance
in fiscal 2017 is primarily due to better than anticipated earned income and real estate transfer taxes as well as careful expenditure
controls.
For fiscal 2018, the district adopted a budget that is largely flat from the prior year and raised taxes 2.5%, which is to the Act 1 index.
While the budget appropriates $2.5 million in fund balance, this is largely contingency and management expects to add approximately
$500,000 to General Fund balance after transfers to the Capital Projects Fund.
The district has demonstrated a willingness to raise property taxes, doing so in prior years and again in the current fiscal year, often
to the Act 1 index. Additionally, the district benefits from the fact that the majority of its revenue is derived from local property taxes
(78.8% in fiscal 2016), which provides a degree of certainty given the Commonwealth of Pennsylvania's (Aa3 stable) historic delays in
adoption of a budget.
LIQUIDITY

The district's liquidity will likely remain healthy given its stable financial operations. At the close of fiscal 2016, the district's operating
fund had net cash of $15.9 million, or a strong 28.0% of revenues.
Debt and Pensions: Elevated Debt Burden and Average Pension Liability
As the district has no current plans to issue new debt, its above average debt burden should remain manageable. At 4.0% of full
valuation, the district's net debt burden is elevated relative to similarly rated entities. Taking into account overlapping debt obligations,
the district's overall debt burden is 4.8% of full valuation. In fiscal 2016, debt service accounted for a somewhat high 12.1% of operating
expenses and amortization is slightly below-average with 57.2% of principal retired within ten years.
DEBT STRUCTURE

All of the district's debt is fixed rate and amortizes over the long-term.
DEBT-RELATED DERIVATIVES

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

The district makes contributions to the Public School Employees' Retirement System (PSERS), a multi-employer defined benefit plan
and in fiscal 2016, its pension contribution of $3 million accounted for 5.1% of operating expenses. Under Moody's methodology
for adjusting reported pension data, the district's three-year average adjusted net pension liability (ANPL) is average at 1.42 times
operating revenues. The adjustments Moody's makes to determine ANPL are not intended to replace the district's reported liability
information but rather to improve the comparability of reported liability information. We determine the district's share of liability for
the state-run plan in proportion to its contributions to the plan.
The district provides other post-employment benefits (OPEB) and funds those expenses on a pay-go basis. For fiscal 2016 the district's
OPEB expense accounted for 0.2% of operating expenses in fiscal 2016. Total fixed costs for the district, which consist of debt service,
pension contributions and OPEB expenses were 17.4% of operating expenses.
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Management and Governance
The district’s management is strong as illustrated by its conservative budgeting which has led to a stable financial position with ample
reserves and liquidity. The district has adopted a formal policy that is in line with state recommendations and conducts five-year
budget forecasts.
Pennsylvania School Districts have an Institutional Framework score of A, which is moderate compared to the nation. Institutional
Framework scores measure a sector's legal ability to increase revenues and decrease expenditures. Schools major revenue source,
property taxes, are subject to an Act 1 cap, which limits property taxes above an Act 1 index subject to certain exceptions. The Act 1
index is based on inflation. However, the cap still allows for moderate revenue-raising ability. Unpredictable revenue fluctuations tend
to be moderate, or between 5-10% annually. Across the sector, fixed and mandated costs are generally less than 25% of expenditures.
However, Pennsylvania has public sector unions, which can limit the ability to cut expenditures. Unpredictable expenditure fluctuations
tend to be moderate, between 5-10% annually.
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