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NewYork,April05,2021 ~Moody's InvestorsServicehasassignedAa2rafings toUniversityofArizona's (AZ)
(UArizona)plannedUniversityofArizonaSystemRevenueBonds (SRB),which includeapproximately $142 milion

Tax-ExemptSeries2021Aand$43milionTaxableSeries2021C,and$43millon UniversityofArizonaSystem
Revenue and Revenue RefundingBonds,Tax-ExemptSeries2021B. All SRBseriesare fixedrate,withfinal
maturities in2042,2043and2048,respectively.Wehave also assignedAad ratingsto UA's plannedRefunding
CerticatesofParticipation (COPS), which indude approximately $19million Tax-ExemptSeries 2021A (Universityof
ArizonaProjects)and$67million TaxableSeries20218(UniversityofArizonaProjects).BothCOPseriesare fixed

rate andhave a finalmaturityin 2031. Both the SRBsandCOP wilbe issuedby theArizonaBoardof Regents.
(ABOR). WemaintainAa2andAa3ratingsonapproximately$1.4billionofoutstandingSRBS,SPEED (StimulusPlan

for Economicand EducationalDevelopment)bondsandCOPS.Theoutlookisnegative.

RATINGSRATIONALE

‘TheassignmentandmaintenanceoftheAa2ratingreflects Arizona'sroleasthe flagship andlandgrantinstitution,
witha$2.1bilionscopeofoperations,importantpositionintheprovisionofmedicaleducationfortheStateofArizona
(Aanstable)throughisaffifationwith BannerHealth (notrated),and averystrongresearchprofile.Asizable$2.1

billionwealthprofileislargelydrivenbystrongdonorsupport. However, UArizona'soperatingperformanceandliquidity
have thinnedinrecentyears,reflectingimplementationof amuli-yearstrategicplan,ongoinginfrastructure investment
‘andlagging growthinstudentcharges.UArizonaremainschallengedbyweakerspendablecashand investmentsto
‘operationsandproformadebtrelativetopeers,at 0.5 and 6x,respectively,andcontinuedcapital needs,thoughhigh
leverageissomewhatoffsetbystatesupportforabout32%ofdebtservice.Modeststateoperatingandcapital
‘supportresultsinhigherrelianceonstudentcharges fromincreasinglypricesensitive students. Inaddition, arecent
‘strategicventurewithanonlinefor-profituniversity cariesuncertainties aroundreputational,executionandfinancial

risks.

“TheAa3ratingontheCOPs,alsoonenotchbelowtheSRBrating,reflectsthestructureoftheCOPleases,which are

‘subjecttonon-appropriation. The limit to aonenotchdifferentialfortheCOPSevidencestheessentiality ofthe:
‘underlyingprojectstotheuniversity.

Federalaidfundingfrom thecoronavirusreliefpackagesprovides atotalofapproximately $171 million,withnearly
$74millionforstudentaid,andanother$46millioninstate directedfederalfunding. Forfiscal2021, UArizonaisusing

aportionofinstitutional federalaid,inadditionto expensereductionsanddebtservicerestructuring,inclusiveofthe

planned2021refunding SRBsandCOP,toaddressauxiliaryrevenueshortfalls. Overalloperating performancefor

fiscal2021iscurrentlyforecastbythe universitytobe improvedfrom fiscal2020levels.

RATINGOUTLOOK

“Thenegative outiookreflectstheuniversity'smorelimitedabilitytoadjusttooperating volatiityoverthenextseveral

‘yearsduetoalreadymodestoperatingperformanceandthinningliquidity.Whiletheuniversitycontinuestoinvestin

multiplestrategicobjectives, itsability to sustainablyretum tostrongeroperatingperformanceisuncertain andwillbea
keyfactordrivingfuturecreditquality.

FACTORSTHATCOULDLEADTOANUPGRADEOFTHE RATINGS

Moody's assigns Aa2 to University of Arizona's (AZ) Series 2021A,B&C SRBs and
Aa3 to Series 2021A&B COPs; outlook negative
Rating Action: 

05 Apr 2021

New York, April 05, 2021 -- Moody's Investors Service has assigned Aa2 ratings to University of Arizona's (AZ) 
(UArizona) planned University of Arizona System Revenue Bonds (SRBs), which include approximately $142 million
Tax-Exempt Series 2021A and $43 million Taxable Series 2021C, and $43 million University of Arizona System 
Revenue and Revenue Refunding Bonds, Tax-Exempt Series 2021B. All SRB series are fixed rate, with final
maturities in 2042, 2043 and 2048, respectively. We have also assigned Aa3 ratings to UA's planned Refunding 
Certificates of Participation (COPs), which include approximately $19 million Tax-Exempt Series 2021A (University of
Arizona Projects) and $67 million Taxable Series 2021B (University of Arizona Projects). Both COP series are fixed
rate and have a final maturity in 2031. Both the SRBs and COPs will be issued by the Arizona Board of Regents
(ABOR). We maintain Aa2 and Aa3 ratings on approximately $1.4 billion of outstanding SRBs, SPEED (Stimulus Plan
for Economic and Educational Development) bonds and COPs. The outlook is negative. 

RATINGS RATIONALE

The assignment and maintenance of the Aa2 rating reflects UArizona's role as the flagship and land grant institution, 
with a $2.1 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. A sizable $2.1
billion wealth profile is largely driven by strong donor support. However, UArizona's operating performance and liquidity
have thinned in recent years, reflecting implementation of a multi-year strategic plan, ongoing infrastructure investment
and lagging growth in student charges. UArizona remains challenged by weaker spendable cash and investments to
operations and pro forma debt relative to peers, at 0.5x and 6x, respectively, and continued capital needs, though high
leverage is somewhat offset by state support for about 32% of debt service. Modest state operating and capital 
support results in higher reliance on student charges from increasingly price sensitive students. In addition, a recent
strategic venture with an online for-profit university carries uncertainties around reputational, execution and financial 
risks.

The Aa3 rating 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. 

Federal aid funding from the coronavirus relief packages provides a total of approximately $171 million, with nearly
$74 million for student aid, and another $46 million in state directed federal funding. For fiscal 2021, UArizona is using 
a portion of institutional federal aid, in addition to expense reductions and debt service restructuring, inclusive of the
planned 2021 refunding SRBs and COPs, to address auxiliary revenue shortfalls. Overall operating performance for 
fiscal 2021 is currently forecast by the university to be improved from fiscal 2020 levels. 

RATING OUTLOOK

The negative outlook reflects the university's more limited ability to adjust to operating volatility over the next several 
years due to already modest operating performance and thinning liquidity. While the university continues to invest in
multiple strategic objectives, its ability to sustainably return to stronger operating performance is uncertain and will be a
key factor driving future credit quality.

FACTORS THAT COULD LEAD TO AN UPGRADE OF THE RATINGS



-Substantial improvement in financialresourcesrelativetodebtandoperations.

~ Material sustained improvementinoperating performanceevenasthe universitycontinuesto investingrowth

FACTORS THAT COULDLEADTOADOWNGRADEOFTHE RATINGS

-Sustainedweakeningoffinancial eserves, iuidityandleverage:

Furtherweakeningofaeadythinoperatingperformance, esting in deteriorationofdebtservicecoverage:

Material reductionin statesupport

LEGALSECURITY

“The systemrevenuebonds(proforma $1.1bilion)arepayablefromandsecuredby apledgeofafirstienon gross
revenues,whichincludetuifon,fees and otherrevenue-producingfacilles including auxiaryenterprisesand indirect
‘cost recovery. Infiscal2020, grossrevenuestotaled $1.3 billon,which comprised62%ofthe $2.1 billonofuniversity
totaloperatingrevenue.Thesystemrevenuebondscan a fate Covenantrequiringtheuniversiytosetfeessuch that
‘gross revenuesareatleast 2 x maximumannualdebtservice (MADS)ofthe SRB.Grossrevenuescoverthe
estimatedproforma SRBgrossMADSof$38.5milion by 14.7x.

Fity percent (50%)ofthe debtservice forthe Series2021Aand2021CSRB,inaddifonto50% ofthedebtservice
on the outstanding Series20188 SRBs,wilbe paid through funding to the universtyfrom astatecapainfrastructure
fund (CIF)legislativelyestablishedin fiscal2017. UndertheCIFprogram,in fiscal2019,UArizonabeganreceivingat
least $11 milion annuallyofadditionalappropriationstobeusedfordirectcapitalinvestmentorfordebservioe on
eligble financings.Appropriationsfom this program wil increase eachyearatthe lowerof2%oran inflaton index.
“The program isfunded through fiscal 2043. Theseappropriations are not pledged as additional security forthe:
plannedSeries20218bonds.

The COPsaresecuredbyleasepaymentsmadebythe board,aswelas asecurity interest intheleased properties
financedbyeachspeci seriesof COPS.Theleasesare unconditional obligationsof the board during anycurent
fiscal year,payablefrom UArizonalsoperatingbudgetbutwithnosecurity interestinanyrevenue streamandsubject
tonon-appropriation risk.A portion (58%)oftheuniversiy'total $199milionofoutstanding COPSare designatedas.
researchinfrastructure(R!) COPS.TheRI COPS receivedebservice reimbursementin ull fom anongoing
‘appropriationinArizona law sinceprograminception.Theplanned Series 2021 and20218 COPSarenot research
infrastnucture COP.

USE OFPROCEEDS

ProceedsofheSeries 2021A,20218and2021CSRBwillbe usedfor: (1) construction of twonewresearch
facies,renovationoftheexisting chemistry buiking,andconstructionof anewfacilities managementbung;(2)
payingthe June 1,2021principalandinterestpaymentson a majortyoftheoutstanding SRB;and (3)paycostsof
issuance.

Proceedsofthe Series2021Aand20218COPsbondswillbeused to(1)pay the June1, 2021 principalandinterest
paymentsoncertain oustanding COPS;(2 refund remainingmaturitiesofcertainoutstanding COPS;and(3)pay.
costsofissuance.

PROFILE

“The UniversiyofArizonaithe flagship and land-grant public highereducation insifution forthe StateofArizona,as.
wel as providing a signiicanthealthcarepresence.Themaincampus slocatedin Tucson,with an additonalmedical
‘schooland biomedical researchcampuslocated in Phoenix.Infiscal2020,theuniversity recordedMoody'sadjusted
‘operatingrevenueof$2.1 bilion andin fall2020enrolled45,517 fullime equivalent (FTE)students.

- Substantial improvement in financial resources relative to debt and operations 

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

FACTORS THAT COULD LEAD TO A DOWNGRADE OF THE RATINGS 

- Sustained weakening of financial reserves, liquidity and leverage

- Further weakening of already thin operating performance, resulting in deterioration of debt service coverage

- Material reduction in state support 

LEGAL SECURITY 

The system revenue bonds (pro forma $1.1 billion) 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 2020, gross revenues totaled $1.3 billion, which comprised 62% of the $2.1 billion of university 
total operating revenue. The system revenue bonds carry a rate covenant requiring the university to set fees such that
gross revenues are at least 2.0x maximum annual debt service (MADS) of the SRBs. Gross revenues cover the 
estimated pro forma SRB gross MADS of $88.5 million by 14.7x. 

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. These appropriations are not pledged as additional security for the 
planned Series 2021B bonds.

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. A portion (58%) of the university's total $199 million of outstanding COPs 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. The planned Series 2021A and 2021B COPs are not research
infrastructure COPs.

USE OF PROCEEDS 

Proceeds of the Series 2021A, 2021B and 2021C SRBs will be used for: (1) construction of two new research 
facilities, renovation of the existing chemistry building, and construction of a new facilities management building; (2) 
paying the June 1, 2021 principal and interest payments on a majority of the outstanding SRBs; and (3) pay costs of 
issuance.

Proceeds of the Series 2021A and 2021B COPs bonds will be used to (1) pay the June 1, 2021 principal and interest 
payments on certain outstanding COPs; (2) refund remaining maturities of certain outstanding COPs; and (3) pay
costs of issuance.

PROFILE 

The University of Arizona 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 2020, the university recorded Moody's adjusted 
operating revenue of $2.1 billion and in fall 2020 enrolled 45,517 full-time equivalent (FTE) students. 



METHODOLOGY

“The principalmethodologyused intheseratings wasHigher Education publishedinMay2019andavaitable at
his:/wwmoodyscomiresearchdocumentoontentpage aspx?docid=PBM_1175020.Allematively, leas see the
Rating Methodologiespageonwwwmoodys.comfora copyofthis methodology.

REGULATORY DISCLOSURES

Forfurtherspecificationof Moody's keyratingassumptionsandsensitivity analysss, seethesectionsMethodology
Assumptionsand Sensitivity toAssumptions in the cisclosureform.Moody's Rating Symbolsand Definiionscanbe
foundat hitps:/www:moodyscomiresearchdocumentoontentpageaspx?docd=PBC.79004.

Forraingsissuedon aprogram,series, category/ciassofdeborsecuritythis announcement providescertain
reguiatorydisclosures inrelation to each rating of asubsequently issuedbondornoteofthe same series,
categorylciassofdebt, SecuryOr pursuant to aprogram forwhich the ratingsarederivedexclusivelyfrom existing
ratingsinaccordancewith Moody'sraing practices.For ratingsissuedon aSupportprovider, isannouncement.
provides certainregulatory disclosures i relation 0thecredit ratingaction onthe support providerand in elation to
‘each particular credit rating acon forsecurities tha derive theircredit raingsfomthe Support provider's credit ating.
For provisional raings,thisannouncementprovidescertainregulatory disclosuresinrelation t theprovisionalrating
‘assigned,andin relationtoadefinitive rating thatmaybeassignedsubsequent othe finalissuanceofthedeb,in
‘eachcasewherethetransaction structure andtemshavenotchangedprior tothe assignmento thedefinitiverating
in a mannerthatwouldhaveaflectedtherating.For futherinformationpleaseseethe ratings abon the issuerienity
pagefortherespective issueronwiw.moodyscom.

“The raingshavebeen disclosed10 therated entity orisdesignated agent(s)andissuedwihnoamendment resulting
from thatdisclosure.

‘These raingsaresolted.Please refer toMoody'sPolicyforDesignating and Assigning UnsolitedCreditRatings
‘avaiabieontswebsitewwmOodys.com.

Regulatorydisclosurescontained inthis press release apply tothecredit rating and, if appicable, therelatedrating
outiookorrating review.

Moody's generalprinciplesforassessingenvironmental,social andgovemance (ESG)risksinourcredit analysscan
befoundathtps:/www.moodys.comiresearchdocumentoontentpage spx?docid=PBC._1243406.

‘The GlobalScaleCreditRatingonthisCreditRatingAnnouncementwasissuedbyoneofMoody's affates outside:
the EUandisendorsedbyMoody's DeutschiandGmbH,Ander Welle 5, FranidurtamMain60322,Germany, in
‘accordancewithArdparagraph 3of the Regulation (EC)No 1060/2009on Credit RatingAgencies. Further
informationon the EUendorsementstatusandon the Moody's office tha issuedthecredit ratingsavailableon
‘wwwmoodyscom.

“The GlobalScaleCreditRatingonthsCredit RatingAnnouncementwasissuedbyoneofMoody's affates outside
the UKandisendorsedbyMoody'sInvestorsServiceLimited, OneCanadaSquare,CanaryWhar,London E145FA
underthelawapplicate to credit ratingagencies inthe UK. Further information onthe UKendorsementstatus andon
theMoody's officethat issued the creditratingis avaiableonwwwmioocyscom.

Pleaseseewwwmoodys.com foranyupdatesonchanges to theleadrating analystand to the Moody'slegal entity
thathas issuedthe rang.
Pleaseseetheratingstabontheissuerlentiypageonwwwmoodys.comforaddiionalregulatorydisclosuresfor
‘each credit rating.

MaryCooney

METHODOLOGY

The principal methodology used in these ratings was Higher Education published in May 2019 and available at 
. Alternatively, please see the

Rating Methodologies page on www.moodys.com for a copy of this methodology.
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1175020

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 at: .https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_79004

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 
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 ratings tab on the issuer/entity 
page for the respective issuer on www.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 www.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://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1243406

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
www.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 www.moodys.com.

Please see www.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 ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for 
each credit rating.

Mary Cooney
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‘THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY'S CREDITRATINGS,ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT
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RETAIL INVESTORS TO USE MOODY'S CREDITRATINGS,ASSESSMENTS, OTHER OPINIONS OR
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ALLINFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOTLIMITEDTO,
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lioensorsor suppliersisadvised inadvanceofthepossbiltofsuch lossesordamages, including butnot imited o:(a.
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