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Issues over the next two years

» Revenue impacts: enrollment, state funding
» Expense measures: immediate v. permanent cuts
» Balance sheet management:

» Liquidity preservation

» Debt management

» Governance
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Declining net tuition revenue a key challenge in FY 2021
Median annual change in net tuition revenue, by institution type
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Source: Moody's Investors Service, fall 2020 tuition survey
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More private universities face declining tuition revenue
Falling enrollment, focus on affordability, rising discounting contribute
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About 60% of publics project declining net ...while nearly 75% of privates forecast
tuition revenue.... falling net tuition revenue
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Auxiliary revenue impacted by campus closures and
de-densification

Declining auxiliary revenue reduces fiscal Debt service coverage diminishes with
flexibility decreasing revenue
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fully incorporate depreciation and interest expense. Projected debt service coverage under multiple revenue decline scenarios.

Source: Moody’s Investors Service Source: Moody's Investors Service

MOODY'S INVESTORS SERVICE Higher education confronts unprecedented uncertainty 6



Housing mix depends on type of institution and income

Private colleges have more on campus students
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Source: College Board, Trends in College Pricing 2019
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Higher family income correlated with on campus

® On campus

Off campus

m Living with parents
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$35k-$69.999Kk (23%)

< $35k (29%)
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Risk to revenue bonds depends on multiple factors
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Beyond 2022

Scale will become increasingly important in rapidly changing world

» Demographics

» Technological changes & consumer preferences
» Regulatory environment

» Changing infrastructure needs

» State & federal commitments

» Pensions

MOODY'S INVESTORS SERVICE Higher education confronts unprecedented uncertainty 9



Prolonged period of flat enrollment over next decade
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rise just 2.4% between 2018-2028 (NCES) ncreaise betwean 0% and 1 Increase greater than 5%
» Demand will be influenced by a number of .
factors: -. ’
— Numbers of high school graduates "" ‘ |
— Return on education investment —. ”
— Federal and state support .‘
% \7.\0 ' \
Source: NCES, Moody’s Investors Service »

» Total college enroliment currently projected to Projected change in high school graduates 2018-2027
5%
— Participation rates .- ’,"’
— Economy ..‘ "' 20
— Employer demand for further education “
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Technology gradually transforming higher education
Online enrollment small but rapidly growing share
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Alternative credentials on the rise
Employer acceptance will drive demand
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250,000
CFA CAGR: 9.1%
200,000 -
—
Master's CAGR: 2.1% — — p—
150,000 - - -

100,000

50,000

Wil

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

o

Source: CFA Institute, National Center for Education Statistics

MOODY'S INVESTORS SERVICE Higher education confronts unprecedented uncertainty 12



International enrollment already under pressure
Questions abound around long term competitiveness
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Pension burdens will add budget strain for some publics

Universities with the highest pension liabilities tend to be more vulnerable to economic and fiscal
disruptions

Over half of rated universities have pensions that  Pension liability exposure varies widely across

exceed direct debt US public universities
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Campus of the future: How will business model
changes impact capex?

Deferred maintenance and competitive facilities investments compete with technology changes
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Rating actions reflect prior conditions & Covid

18 of the 26 downgrades previously carried negative outlooks

YTD downgrades have increased Downgrades have outpace upgrades since 2008
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Individual outlooks incorporate mitigants

9 public and 19 private outlooks YTD revised to negative
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Source: Moody’s Investors Service, as of October 13, 2020
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Recent research

» Higher Education — US: Lower enrollment due to coronavirus impact will lead to weaker tuition revenue, 28 October 2020

» Public Finance — US Coronavirus crisis to spur changes in workplace and consumer behavior, 16 September 2020

» Higher Education — US: Mounting uncertainty over in-person attendance threatens auxiliary revenue, 31 August 2020

» Cross Sector — US: Coronavirus will slow pace of demand-risk PPPs for universities, 27 August 2020

» Higher Education — US: Coronavirus will accelerate business model transformation with varied credit effects, 26 August
2020

» Higher Education — US: Rising pension burdens will add to credit strains for many public universities, 18 August 2020

» Higher Education — US: College sports postponements dampen revenue prospects, though interruption in debt payments
Is unlikely, 12 August 2020

» Suspension of work visas will further stifle international demand for US universities, 1 July 2020
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https://www.moodys.com/research/Higher-Education-US-Lower-enrollment-due-to-coronavirus-impact-will--PBM_1250618?cid=GAR9PTU7VKT2671
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1239608
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1239714
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1191997
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1191997
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1170590
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1240786
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1235168

MooDY'S
INVESTORS SERVICE

Susan Fitzgerald

Associate Managing Director
Susan.fitzgerald@moodys.com

. s 4 [ ] g
(]
] L
00".. ’ . .'o::::..
" ’ L]
0000.....' .'. : . ‘o ........‘
........ 0 o 0 , . " 90000009
" 00 00! ’ . gt 8 e Y0 aae0000 o 0
. s o & %8 %R L I ] o L Y T . 0.0..
. . . .
0 .o L 000.0. o ° L]
0
00000..... N : * o o o 0 o..o" .....
0! : L L No.o.' T R
] ......... [ ] 0 [} [ ] [ ] .. ...‘. [ ] o Y
.. .. 0 0 0 .. ....... L} L} @ 0 0 '
C e 0 0 0 0 00 5 ’000‘0“0'0.0...
R AR LI TR .
o0 00 o 0% 00 0, 0y, 0000000, ¢,
o O 0 .0. L 00000, -
e 0 @ 0 0 ' 0 0 ..Ilo.. . . °
......... 0 ] 0 0 0 .. .... .
) . U o L ' .
. 0 0 (] (] 0, 0, - %
. . . L} L] .. .0. 0
. e ¢ ' y
T . [ .' .. .
LN ', '
.
‘

Kendra Smith
Managing Director
Kendra.smith@moodys.com




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.

© 2020 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All
rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND/OR ITS CREDIT RATINGS AFFILIATES ARE MOODY’S CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE SUCH
CURRENT OPINIONS. MOODY’S INVESTORS SERVICE DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR
IMPAIRMENT. SEE MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL
FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S INVESTORS SERVICE CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-
CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF
CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK
AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS,
ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND
MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS
TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS
CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS
AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS OR PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER
PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH
INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A
BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM
BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or

mechanical error as well as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all
necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable
including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in every instance independently verify or
validate information received in the rating process or in preparing its Publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any
person or entity for any indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information
contained herein or the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives,
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited to: (a) any loss of present or prospective
profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a particular credit rating assigned by MOODY'’S.

MOODY'S INVESTORS SERVICE

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any
direct or compensatory losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful
misconduct or any other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers, arising from or in connection with the
information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY CREDIT RATING, ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY
FORM OR MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCQ”), hereby discloses that most issuers of debt
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc.
have, prior to assignment of any credit rating, agreed to pay to Moody’s Investors Service, Inc. for credit ratings opinions and services rendered by it fees
ranging from $1,000 to approximately $2,700,000. MCO and Moody's investors Service also maintain policies and procedures to address the independence
of Moody’s Investors Service credit ratings and credit rating processes. Information regarding certain affiliations that may exist between directors of MCO
and rated entities, and between entities who hold credit ratings from Moody’s Investors Service and have also publicly reported to the SEC an ownership
interest in MCO of more than 5%, is posted annually at www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and
Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S
affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL
383569 (as applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act
2001. By continuing to access this document from within Australia, you represent to MOODY’S that you are, or are accessing the document as a
representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY'’S credit rating is an opinion as to the creditworthiness of a debt
obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors.

Additional terms for Japan only: Moody's Japan K.K. (‘MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is
wholly-owned by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (‘MSFJ”) is a wholly-owned credit rating
agency subsidiary of MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization (‘“NRSRQ”). Therefore, credit ratings assigned by MSFJ
are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and, consequently, the rated obligation will not
qualify for certain types of treatment under U.S. laws. MIJKK and MSFJ are credit rating agencies registered with the Japan Financial Services Agency and
their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and
commercial paper) and preferred stock rated by MIKK or MSFJ (as applicable) have, prior to assignment of any credit rating, agreed to pay to MJKK or
MSFJ (as applicable) for credit ratings opinions and services rendered by it fees ranging from JPY125,000 to approximately JPY250,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

Higher education confronts unprecedented uncertainty 20


http://www.moodys.com/

