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1. Introduction



Moody’s higher education contacts

Emily Raimes Debra Roane Melissa Nicandri

Associate Managing Director VP-Senior Credit Officer Associate Lead Analyst

— Emily.Raimes@moodys.com — Debra.Roane@moodys.com — Melissa.Nicandri@moodys.com
— 212-553-7204 — 212-553-6899 — 212-553-3890
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2. Higher education outlook



Higher education remains a highly rated sector

— Moody’s rates the financially-strongest but pressures building for over a decade
— Strong getting stronger, weak weaker
— Roughly 20% thriving, 50-60% managing with differing degrees of success, 20-30% struggling

Distribution of ratings and outlooks in the US higher education sector ~
As of December 6, 2023
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Moderating expense growth will stabilize operating margins
toward the end of the outlook period
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Revenue streams are diverse, though patient care revenue is

outsized relative to small proportion of universities with
AMCs

Patient care revenue represents about a third of operating revenue

...and about a quarter at public institutions
at private universities... Fiscal 2022 public university revenue sources
Fiscal 2022 private university revenue sources
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Uneven road ahead: signs of disruption and transformation in

US higher education
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ship turnover will peak in 2025 before dropping grapple with the risks and benefits have delayed capital projects to address increasingly come with strings
due to low birth rates of artificial intelligence aging infrastructure attached to specific programs

Averape time in presidential position

85 yes
.

' ’ - e

2008 . 63
e <o
! o ——
207 ' .
a0 '

= AW

-~

Labor organization and campus strikes
were common in 2023 and are likely
to continue in 2024
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Online learning will continue to be key
percentage of students in distance education
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Challenging demographic and societal trends impact
enrollment predictability

The college-going rate reached a 20-year low in the fall of 2021

— Declining percentage of high school graduates
attending college

— Expected decline in high school graduates following
2025-2026 peak

Percentage of high school graduates ages 16 to 24 enrolled in colleges and universities

75.0

— Shifting consumer preferences toward STEM focused

fields \
— State and regional demographics critically important

for colleges with a local draw 0
— Colleges have become very aggressive in recruiting

nationally -
— Public universities extending in-state pricing to w0

. . 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
neighboring states

— Most students still study close to home

Source: U.5. Bureau of Labor Statistics, College Enrollment and Waork Activity of Recent High School and College Graduates Summary, April 2022; Moody's Investors Service

MOODY’S 10
RATINGS



K-12 enrollment has recently varied widely by state and is
projected to decline in most states

Change in enrollment by state, fall 2017 to fall 2022
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Change in enrollment by state, fall 2023 to fall 2031
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International enrollment rebounding near
pre-pandemic levels
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Rising pace of closures and mergers highlights sector pressures

Colleges and universities that have closed or merged, or announced plans to, since 2016
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3. Minnesota and peers

14



Decline forecasted for high school aged population

% Change in 15-19 year old population, 2022-2032

Source: Moody's
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Forecast for Minnesota population growth is slow

Population growth forecast is stronger
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Indicator 2023 2024 2025 2026 2027 2028
Population 5,738 5,767 5,792 5,815 5,836 5,856
% Change 0.4% 0.5% 0.4% 0.4% 0.4% 0.3%

Source: Moody’s
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Small private colleges facing larger enrollment declines and
expense growth

Net .
N Total FTE | 3-Yr Change |Net Tuition| Student |Average 4-| Tuition Educational 3 3 . Monthly | 3-Yr Avg Debt to 3-Yr Avg
Institution . g . Expense Per | Change Op | Change in | Days Cash EBIDA
Enroliment |in Enrollment{Per Student|Charges per| Yr Tuition |Discount % . EBIDA DSC
Student Rev Op Expense| on Hand Margin
Student

Minnesota State Colleges and Universities, MN 97,351 -5.7% 8,776 10,571 42,284 27.9% 18,797 1.6% 6.2% 217 8.9 3.3 3.4
Small Private Colleges - MN - Median 1,836 -10.2% 18,547 29,815 119,260 55.2% 33,709 2.9% 9.4% 259 11.6 4.6 2.3

State University of New York (SUNY) System, NY 188,511 -1.40% 10,679 13,204 52,816 34.4% 39,091 12.5% 11.2%, 123 14.8 6.2 2.3
Small Private Colleges - NY - Median 1,810 -7.70% 16,884 26,326 105,304 42.6% 31,228 -4.4% 13.7% 64 11.7 3.6 2.6)
Pennsylvania State University System, PA 85,117 0.10% 22,597 28,992 115,968| 13.4% 32,255 17.1% 22.4% 315 14.7 3.1 7.4
Small Private Colleges - PA - Median 1,873 -7.83% 22,601 31,185 124,740 56.0% 34,054 -1.7%| 8.4% 368 13.6 6.7 2.2
Source: Moody’s Ratings
MOODY’S 17
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4. The rating process



What'’s a Moody’s credit rating?

— A forward-looking opinion of the
relative risk of financial obligations

— We rate securities “through the
economic cycle,” or with a long-term
focus

— Issuer ratings are assigned to colleges
and universities, and then individual
ratings assigned to specific securities
(usually revenue bonds for higher
education)

— We provide credit ratings, research,
tools & analysis
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Moody’s long-term rating scale

MOODY’S
RATINGS

Global Long-Term Rating Scale

Aaa Obligations rated Aaa are judged to be of the highest quality, subject to the lowest level of credit risk.

Aa  Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.

A Obligations rated A are judged to be upper-medium grade and are subject to low credit risk.

Baa Obligations rated Baa are judged to be medium-grade and subject to moderate credit risk and as such may possess certain
speculative characteristics.

Ba  Obligations rated Ba are judged to be speculative and are subject to substantial credit risk.

B Obligations rated B are considered speculative and are subject to high credit risk.

Caa Obligations rated Caa are judged to be speculative of poor standing and are subject to very high credit risk.

Ca  Obligations rated Ca are highly speculative and are likely in, or very near, default, with some prospect of recovery of principal
and interest.

C Obligations rated C are the lowest rated and are typically in default, with little prospect for recovery of principal or interest.

Note: Moody's appends numerical modifiers 1, 2, and 3 to each generic rating dassification from Aa through Caa. The modifier 1 indicates that the obligation
ranks in the higher end of its generic rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in the lower end of that
generic rating category. Additionally, a “(hyb)" indicator is appended to all ratings of hybrid securities issued by banks, insurers, finance companies, and securities
firms.*
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Moody’s rating process: new sales

Step 1: Step 2: Step 3: Step 4: Step 5: Step 6:
Assignment Methodology Analysis Discussions Committee Publication

— Step 1: Assignment of the lead analyst upon notification of the sale.
— Step 2: Selection of a methodology based on the security of the debt.

— Step 3: Analysis of sale-related documents; legal information; audited financial data; debt and pension
information; operating budgets; and capital improvement plans

— Step 4: Discussions between the Moody’s analyst(s) and the issuer.
— Step 5: Moody’s rating committee determines the rating outcome.

— Step 6: The lead analyst communicates the rating outcome to the issuer and, after the issuer’s review
of the draft report, publishes the rating and the credit opinion report.

*After the rating is assigned, we continually monitor the credit.

MOODY’S
RATINGS
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The Moody’s review process

Topics/metrics we focus on

00

W Long-term enrolilment strategy, including recent trends and projections

@ Operating performance, including recent performance and current year expectations
g

"ﬁ‘ll Future capital plans, including dollar amounts, timelines, and funding sources

Financial resources, including philanthropic support and planned use of reserves

[ )
ll./— Academic program updates, including discontinued and new programs

MOODY’S
RATINGS
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The Moody’s review process
What we typically receive

o}
v —
 —
o —
o —

— Current FY budget/operations, including comparison to prior year budget/operations

— Multi-year financial model/projections, if available
— Expenses detail, including types of expense cuts and magnitude of savings
— Enrollment projections

While we look at the past to understand long-term trends, future
projections are critical for our analysis and committee discussion.

MOODY’S 23
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Al presents opportunities for sector

Academic integrity and privacy risks balanced by opportunities for innovation and efficiency

EXHIBIT 1
Many university leaders and students believe generative Al will change higher education landscape

® University leader perspective = Studen! perspective

Povclutionie teachingan eaming methocs E—
Ernarc sdent egagemes and reracvty —

Provide a personalized laaming ﬂ:mﬂm —

Have a limited impact on higher education =

Helping increase efficiency (100 many acivitis assignments 0 Manage)
I have no opinion/| do nat know about using Al r

0% 10% 20% 0% 40% 50% 60%

Source: Al in Higher Ed- Hype, Harm, or Help (Anthology White Paper)
For distribution by Moody's only. Clients may not redistribute this content to third-parties.
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CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS,
SERVICES AND INFORMATION PUBLISHED OR OTHERWISE MADE AVAILABLE BY MOODY’S (COLLECTIVELY, “MATERIALS”) MAY
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OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
MATERIALS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND MATERIALS DO NOT COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS
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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 credit rating process
or in preparing its Materials.

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
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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,
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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 (“MCO?”), 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. MCO and Moody’s Investors Service also maintain policies and
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Additional terms for India only: Moody’s credit ratings, Assessments, other opinions and Materials are not intended to be and shall
not be relied upon or used by any users located in India in relation to securities listed or proposed to be listed on Indian stock
exchanges.

Additional terms with respect to Second Party Opinions (as defined in Moody’s Investors Service Rating Symbols and Definitions):
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