
Mooby’s
RatingAction: Moody'shasrevisedtheUniversityofArizona'soutlooktostable;Aa2/Aa3

revenuebondratingsaffirmed

21 Dec2022

NewYork,December21,2022 ~Moody'sInvestors ServicehasaffimedtheAa2issuer rating andAa2System
Revenue Bond (SRB)ratingsonUniversityofArizona,AZ'soutstandingdebt.Theactionaffects $1 bilioninSRBSs.
Concurrently, we areaffirmingthe Aa3ratingsonboththe university'soutstanding SPEEDandCertificatesof
Participation (COPs)obligations.This actionaffects$320millionand $162millioninrateddeb,respectively.The
‘outlookwas revisedtostablefromnegative.

RATINGSRATIONALE

‘Therevisionofthe outiooktostablefromnegativereflectsthe university's improvedfinandialperformancewith
‘operationsbeingbolsteredbymodestenrollmentincreases, solidstatesupportfor operations,capitalanddebt, and
‘steadily increasing research awards.Goingforward, management anticipatesmaintenanceofcurrentoperating
marginsandreservelevels,withthe universitycontinuingtobenefitfromongoingstateand federalfunding.

“TheAaissuerrating reflectsUArizona'sroleasthe flagship andland grant institution,with a$2.3billionscopeof
‘operations,importantpostonintheprovisionof medicaleducationfor theState ofArizona (Aa1stable)throughits
affiliationwithBanner Health (notrated),and averystrongresearchprofile. UArizonaistotalcashand investmentsof
'$2:3 billionisunderpinnedbysolid philanthropicsupport.TheAa2furtherincorporatesthe university'sstrongmarket
positionin Tucsonandthestate,reflectedinsteadily increasingenroliment numbers;improved EBIDAmarginsthat

‘are budgetedtoremain aroundcurrentlevelsthroughfiscal2023;aboveaverageleverage relativetooperationsand
‘cash;andliquidity,whilestable,thatremains belowpeers.UArizonaisfocusedon increasingits reach,particularlyto
non-raditionalstudents,throughoniineprogramming,includingthe integrationofthe GlobalCampusinfo the.st
“TheSystemRevenueBond (SRB)ratingisonparitywiththe issuerrating atAa2,reflectingthebroadnatureofthe

pledge,which includestuition,feesandotherrevenue-producingfacilities,suchas auxiiaryenterprisesandindirect
‘costrecovery.TheAa3ratingsonthe SPEEDbonds,onenotchbelowtheSystemRevenueBond(SRB) rating,
reflectsthestructureoftheSPEED bonds,whichinclude asubordinatelienonsystemrevenues.TheAa3ratingson
theCOPs,alsoonenotch belowtheSRBrating,reflectsthestructureofthe COPleases,whicharesubjectto non-

‘appropriation. Thelimitto a onenotchdifferentialfortheCOPsevidencesthe essentiality oftheunderlyingprojectsto
theuniversity.

RATINGOUTLOOK

“Thestableoutiookonthe UniversityofArizonareflectsour expectationofstablefinancialperformanceoverthe near-
termastheuniversity continuestobenefitfommodestenrolmentgains,solidstatesupportandincreased research
awards.Theoutiookfurther incorporatesourexpectation UArizonawilcontinuetoexecute its variousstrategic
initiativeswithoutcompromisingwealth ormargins.

[FACTORSTHATCOULDLEADTOANUPGRADEOFTHE RATINGS

-Substantialimprovement infinancialresourcesrelativetodebtand operations

Materialsustained improvement inoperatingmarginsevenasthe university continuestoinvestingrowth

Moody's has revised the University of Arizona's outlook to stable; Aa2/Aa3 
revenue bond ratings affirmed
Rating Action: 

21 Dec 2022

New York, December 21, 2022 -- Moody's Investors Service has affirmed the Aa2 issuer rating and Aa2 System
Revenue Bond (SRB) ratings on University of Arizona, AZ's outstanding debt. The action affects $1 billion in SRBs.
Concurrently, we are affirming the Aa3 ratings on both the university's outstanding SPEED and Certificates of
Participation (COPs) obligations. This action affects $320 million and $162 million in rated debt, respectively. The 
outlook was revised to stable from negative. 

RATINGS RATIONALE

The revision of the outlook to stable from negative reflects the university's improved financial performance with 
operations being bolstered by modest enrollment increases, solid state support for operations, capital and debt, and 
steadily increasing research awards. Going forward, management anticipates maintenance of current operating
margins and reserve levels, with the university continuing to benefit from ongoing state and federal funding. 

The Aa2 issuer rating reflects UArizona's role as the flagship and land grant institution, with a $2.3 billion scope of 
operations, important position in the provision of medical education for the State of Arizona (Aa1 stable) through its 
affiliation with Banner Health (not rated), and a very strong research profile. UArizona's total cash and investments of
$2.3 billion is underpinned by solid philanthropic support. The Aa2 further incorporates the university's strong market
position in Tucson and the state, reflected in steadily increasing enrollment numbers; improved EBIDA margins that 
are budgeted to remain around current levels through fiscal 2023; above average leverage relative to operations and
cash; and liquidity, while stable, that remains below peers. UArizona is focused on increasing its reach, particularly to
non-traditional students, through online programming, including the integration of the Global Campus into the
university. 

The System Revenue Bond (SRB) rating is on parity with the issuer rating at Aa2, reflecting the broad nature of the 
pledge, which includes tuition, fees and other revenue-producing facilities, such as auxiliary enterprises and indirect 
cost recovery. The Aa3 ratings on the SPEED bonds, one notch below the System Revenue Bond (SRB) rating, 
reflects the structure of the SPEED bonds, which include a subordinate lien on system revenues. The Aa3 ratings on
the COPs, also one notch below the SRB rating, reflects the structure of the COP leases, which are subject to non-
appropriation. The limit to a one notch differential for the COPs evidences the essentiality of the underlying projects to 
the university.

RATING OUTLOOK

The stable outlook on the University of Arizona reflects our expectation of stable financial performance over the near-
term as the university continues to benefit from modest enrollment gains, solid state support and increased research 
awards. The outlook further incorporates our expectation UArizona will continue to execute its various strategic
initiatives without compromising wealth or margins.

FACTORS THAT COULD LEAD TO AN UPGRADE OF THE RATINGS

-Substantial improvement in financial resources relative to debt and operations

-Material sustained improvement in operating margins even as the university continues to invest in growth



FACTORSTHATCOULDLEADTOA DOWNGRADEOFTHE RATINGS

-Deteriorationoffinancial reservesandiuidity

~ Weakeningofoperatingmargins, resultinginthinningofdebtservioe coverage

~Materialreductioninstate-andfederalsupportforoperations,capitalandresearch

- Weakeningofbrandand financial positioningif unabletosucpessfullyexecutestrategicnatives

LEGALSECURITY

“The system revenuebondsare payablefromandsecuredby apledgeof afist lenongrossrevenues,which include:
tuition,feesandother revenue:producingfaciesinducingauxiiaryenterprisesand indirectcostrecovery.Infiscal
2022, grossrevenues totaled $1.1 billion, which provide 148xcoverageofannualdeb service requirements (§75
milion). Thesystem revenuebondscay a ratecovenantrequiing the grossrevenuesoftheuniverstyforeachfiscal
Yeartobe atleast 1.5 themaximumannualdebtservioe (MADS)due inany fiscalyear.

Fity percent (50%)ofthe debtsenvioe forthe Series 2021 and2021C SRB,inaddiion to 50% ofthe debtservice:
‘ontheoutstandingSeries2018B SRBs,wilbepaidthroughfunding to theuniverstyfrom astatecapitalinfrastructure:
fund (CIF)legisiativelyestablishedin fiscal2017. UndertheCIFprogram,in fiscal2019, UArizona beganreceiving at
least $11 milion annuallyofadditionalappropriationstobeusedfordirectcapitalinvestmentorfordebservioe on
eligblefinancings.Appropriationsfom this programwil increase eachyearatthe lowerof2%oran inflaion index.
“The programisfunded throughfiscal2043.

TheCOPsaresecuredbyleasepaymentsmadebytheboard,aswellasa security interest intheleased properties:
financedbyeachspecificseriesof COPS.Theleasesareunconditionalobligations oftheboardduringanycurrent

fiscalyear,payablefromUArizonaisoperating budgetbutwithnosecutyinterestinany revenuesireamandsubject
tonon-appropriation isk.Ofthe $162 milion inoutstanding COPS,$104milionaredesignatedasresearch
infrastructure (RI) COPS.TheRI COPSreceivedebtsenvioereimbursementinfulfromanongoing appropriation in
Arizonalaw sinceprograminception.

PROFILE

“The UniversiyofArizona (UAizona)isthe flagship andland-grantpublic highereducation initionfor theStateof
Arizona,aswelasproviding asignificanthealthcarepresence.Themaincampusislocated in Tucson, withan
‘additonal medical schooland biomedical research campuslocated in Phoenix.Infiscal2022,the university reported
52:3 bilioninoperatingrevenues and infall2022enrolledaround48,000fulltimeequivalent (FTE)students.

METHODOLOGY

“Theprincipal methodologyusedintheseratingswasHigher Education Methodologypublished in August2021and
‘availableathttps:/ratingsmoodys.com/apiimc-documents/72158.Aemativey,please See theRatingMethodologies:
pageonhtps:/ratingsmoodyscomfor acopyofthismethodology.

REGULATORY DISCLOSURES

Forfurtherspecificationof Moody'skeyratingassumptionsandsensitivityanalysis, see thesections Methodology
AssumptionsandSensitivitytoAssumptions inthedisclosureform.Moody'sRatingSymbolsandDefinionscanbe:
foundon hips/fratings.moodys.comratingdefinitions.

Forraingsissuedon aprogram,series, category/ciassofdeborsecuritythis announcement providescertain
regulatorydisclosures in elationtoeach atingof asubsequentlyissued bond ornoteofthesame series,
‘category/ciassofdebt, securyOr pursuant to aprogram forwhich the raingsarederivedexclusivelyfiom existing

FACTORS THAT COULD LEAD TO A DOWNGRADE OF THE RATINGS

- Deterioration of financial reserves and liquidity

- Weakening of operating margins, resulting in thinning of debt service coverage

- Material reduction in state and federal support for operations, capital and research

- Weakening of brand and financial positioning if unable to successfully execute strategic initiatives

LEGAL SECURITY

The system revenue bonds are payable from and secured by a pledge of a first lien on gross revenues, which include 
tuition, fees and other revenue-producing facilities including auxiliary enterprises and indirect cost recovery. In fiscal
2022, gross revenues totaled $1.1 billion, which provide 14.8x coverage of annual debt service requirements ($75
million). The system revenue bonds carry a rate covenant requiring the gross revenues of the university for each fiscal
year to be at least 1.5x the maximum annual debt service (MADS) due in any fiscal year.

Fifty percent (50%) of the debt service for the Series 2021A and 2021C SRBs, in addition to 50% of the debt service 
on the outstanding Series 2018B SRBs, will be paid through funding to the university from a state capital infrastructure
fund (CIF) legislatively established in fiscal 2017. Under the CIF program, in fiscal 2019, UArizona began receiving at
least $11 million annually of additional appropriations to be used for direct capital investment or for debt service on 
eligible financings. Appropriations from this program will increase each year at the lower of 2% or an inflation index. 
The program is funded through fiscal 2043.

The COPs are secured by lease payments made by the board, as well as a security interest in the leased properties 
financed by each specific series of COPs. The leases are unconditional obligations of the board during any current 
fiscal year, payable from UArizona's operating budget but with no security interest in any revenue stream and subject
to non-appropriation risk. Of the $162 million in outstanding COPs, $104 million are designated as research 
infrastructure (RI) COPs. The RI COPs receive debt service reimbursement in full from an ongoing appropriation in 
Arizona law since program inception.

PROFILE

The University of Arizona (UArizona) is the flagship and land-grant public higher education institution for the State of 
Arizona, as well as providing a significant healthcare presence. The main campus is located in Tucson, with an
additional medical school and biomedical research campus located in Phoenix. In fiscal 2022, the university reported
$2.3 billion in operating revenues and in fall 2022 enrolled around 48,000 full-time equivalent (FTE) students.

METHODOLOGY

The principal methodology used in these ratings was Higher Education Methodology published in August 2021 and 
available at . Alternatively, please see the Rating Methodologies
page on  for a copy of this methodology.

https://ratings.moodys.com/api/rmc-documents/72158
https://ratings.moodys.com

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections Methodology 
Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and Definitions can be
found on .https://ratings.moodys.com/rating-definitions

For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series, 
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from existing 



ratingsinaccordancewith Moody'srating practices.For ratingsissuedon asupportprovider, thisannouncement
providescertainregulatory disclosures i relation 0thecredit rating action onthe supportproviderand in elation to
‘each particular credit rating acon forsecurities th derive theircredit raingsfomthe Support provider's credit ating.
For provisional ratings, thisannouncementprovidescertainregulatory disclosuresin elation to theprovisionalrating
‘assigned,andin relationtoadefinitive rating thatmaybeassigned subsequent othefinalissuanceofthedeb,in
‘eachcasewherethe transactionsiructureand ferns havenotchangedprior totheassignmentofthedefiniverang
in a mannerthatwouldhave flectedthe rating.Forfurtherinformationpleaseseethe issuerldealpageforthe:

respective issueronhtps/fatingsmoodyscom.

“The raingshavebeen disclosedto theratedentity orisdesignated agent(s)andissuedwithnoamendment resuling
from thatdisclosure.

‘These raingsaresolted.Please refer toMoody'sPolicyforDesignatingandAssigning UnsolitedCreditRatings
‘availableonitswebsitehitps:/fatingsmoodyscom.

Regulatorydisclosurescontainedinthis press release apply tothecredit ratingand, if appicable th relatedrating
outiookorrating review.

Moody's generalprinciplesforassessingenvironmental,social andgovemance (ESG) risksinourcredit analysscan
befoundat htps:/ratings.moodyscom/documentsPEC_1288235.

“The GlobalScaleCreditRatingonthisCreditRatingAnnouncementwasissuedbyoneofMoody's affiates outside:
the EUand is endorsedbyMoody's DeutschiandGmbH,AnderWelle 5, FranidurtamMain60322,Germany, in
‘accordancewithArdparagraph 3ofthe Regulation (EC)No 1060/2009on Credit RatingAgencies. Further
informationon the EUendorsementstatusandon the Moody's office tha issued thecredit ratingisavailableon
hips:/fatings.moodyscom.

“The GlobalScaleCreditRatingonthisCreditRatingAnnouncementwasissuedbyaneofMoody's affates outside
the UKandisendorsedbyMoody'sInvestors Service Limited,One CanadaSquare, CanaryWhar,London E145FA
underthelawapplicate to credit raingagencies inthe UK. Further information onthe UKendorsementstatus andon
theMoody's officethatissuedthe credit ratingis avaiableonhitps/fatingsmoodys corm.

Pleaseseehtpsi/ratings.moodys com foranyupdatesonchangestotheleadrating analystand to theMoody's legal
entity thathasissuedthe rating

Pleaseseethe issueridealpageonhitps:/fatingsmoodyscomforadditonal regulatorydisclosuresforeach credit
rating.

Heather Correia
LeadAnalyst
Higher Education
Moody InvestorsService,Inc.
250GreenwichSteet
NewYork,NY10007
USA
JOURNALISTS:1 2125530376
ClintService: 1 212553 1653

Rachael McDonald
AdditonalContact
Housing
JOURNALISTS:1 2125530376
ClintService: 1 212553 1653

ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this announcement
provides certain regulatory disclosures in relation to the credit rating action on the support provider and in relation to
each particular credit rating action for securities that derive their credit ratings from the support provider's credit rating.
For provisional ratings, this announcement provides certain regulatory disclosures in relation to the provisional rating 
assigned, and in relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in
each case where the transaction structure and terms have not changed prior to the assignment of the definitive rating
in a manner that would have affected the rating. For further information please see the issuer/deal page for the 
respective issuer on .https://ratings.moodys.com

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment resulting
from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit Ratings
available on its website .https://ratings.moodys.com

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating 
outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit analysis can 
be found at .https://ratings.moodys.com/documents/PBC_1288235

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates outside
the EU and is endorsed by Moody's Deutschland GmbH, An der Welle 5, Frankfurt am Main 60322, Germany, in 
accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating Agencies. Further 
information on the EU endorsement status and on the Moody's office that issued the credit rating is available on

.https://ratings.moodys.com

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates outside
the UK and is endorsed by Moody's Investors Service Limited, One Canada Square, Canary Wharf, London E14 5FA
under the law applicable to credit rating agencies in the UK. Further information on the UK endorsement status and on
the Moody's office that issued the credit rating is available on .https://ratings.moodys.com

Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the issuer/deal page on https://ratings.moodys.com for additional regulatory disclosures for each credit
rating.
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Rachael McDonald
Additional Contact
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JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653



Releasing Office:
Moody's Investors Service, Inc.
250 Greenwich Street
NewYork,NY 10007
USA
JOURNALISTS:1 2125530376
lentServioe: 1 212553 1653

©2023Moody'sCorporation, Moody's InvestorsService, Inc., Moody'sAnalytics, Inc. andlor theirfiensorsand
affites (collectively, MOODY'S’). Al rights reserved.

‘CREDIT RATINGS ISSUED BY MOODY'S CREDITRATINGS AFFILIATESARE THEIR CURRENT OPINIONS
‘OFTHE RELATIVE FUTURE CREDITRISKOF ENTITIES, CREDITCOMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES,AND MATERIALS, PRODUCTS, SERVICESAND INFORMATION PUBLISHED BY MOODY'S
(COLLECTIVELY, PUBLICATIONS’) MAY INCLUDE SUCH CURRENTOPINIONS. MOODY'S DEFINES
‘CREDITRISKASTHERISKTHATAN ENTITY MAY NOT MEET ITS CONTRACTUAL FINANCIAL
‘OBLIGATIONSASTHEYCOME DUEANDANY ESTIMATED FINANCIALLOSS INTHE EVENTOF DEFAULT
OR IMPAIRMENT. SEEAPPLICABLE MOODY'S RATINGSYMBOLSAND DEFINITIONS PUBLICATION FOR
INFORMATIONONTHE TYPES OF CONTRACTUAL FINANCIALOBLIGATIONSADDRESSED BY MOODY'S
CREDIT RATINGS, CREDIT RATINGS DO NOTADDRESSANY OTHER RISK, INCLUDING BUT NOT LIMITED
TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-CREDIT
ASSESSMENTS (ASSESSMENTS),ANDOTHER OPINIONS INCLUDED IN MOODY'S PUBLICATIONSARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S PUBLICATIONSMAYALSO INCLUDE
QUANTITATIVE MODEL-BASED ESTIMATES OF CREDITRISKAND RELATED OPINIONS OR
COMMENTARY PUBLISHED BYMOODY'S ANALYTICS, INC. ANDIORITS AFFILIATES. MOODY'S CREDIT
RATINGS, ASSESSMENTS, OTHEROPINIONSAND PUBLICATIONS DO NOTCONSTITUTE OR PROVIDE
INVESTMENTOR FINANCIALADVICE,AND MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER

‘OPINIONSANDPUBLICATIONS ARENOTAND DO NOT PROVIDE RECOMMENDATIONSTO PURCHASE,
SELL, OR HOLD PARTICULAR SECURITIES. MOODY'S CREDITRATINGS,ASSESSMENTS, OTHER

‘OPINIONSAND PUBLICATIONS DO NOT COMMENTON THE SUITABILITYOFAN INVESTMENT FORANY
PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS, ASSESSMENTSAND OTHER

‘OPINIONSAND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATIONAND UNDERSTANDING THAT
EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWNSTUDYAND EVALUATION OF EACH SECURITY
‘THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY'S CREDITRATINGS,ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT
INTENDED FOR USE BY RETAIL INVESTORSANDITWOULD BE RECKLESSAND INAPPROPRIATE FOR
RETAILINVESTORS TO USE MOODY'S CREDITRATINGS,ASSESSMENTS, OTHER OPINIONS OR
PUBLICATIONS WHENMAKINGAN INVESTMENT DECISION. IF INDOUBT YOU SHOULDCONTACTYOUR
FINANCIALOR OTHERPROFESSIONALADVISER

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOTLIMITEDTO,
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 USEFORANY SUCH PURPOSE, IN WHOLE OR IN PART, IN
ANY FORM OR MANNER ORBYANY MEANS WHATSOEVER, BYANY PERSON WITHOUT MOODY'S
PRIOR WRITTEN CONSENT.

Releasing Office:
Moody's Investors Service, Inc.
250 Greenwich Street
New York, NY 10007
U.S.A
JOURNALISTS: 1 212 553 0376
Client Service: 1 212 553 1653

© 2023 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and
affiliates (collectively, “MOODY’S”). All rights reserved. 

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT 
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