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The University of Missouri System bond rating is in the TOP 10% of higher education institutions as rated by Standard and Poor’s.  Without the combined strength of the System, three of the System’s Universities would be rated in the LOWEST 20% of higher education institutions.

It is estimated that our four universities and health system save at least $2.5 million per year on interest payment as a result of the combined strength of the System’s credit rating.
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Benefits of Current Debt Structure:
· Strength through size and diversification: all debt is cross-collateralized across the four universities and the health system.  The resulting size and diversification of revenue streams is key to investors in the System’s debt.
· Access to Investors:  due to the size and stability of the campuses in total, financing can be delivered on an as-needed basis, saving significant interest expense to the campuses and health system.
· Lower cost of issuance:  through centralized administration and knowledgeable internal staff, bond counsel, and investment banking relationships, the system leverages the collective size to decrease the costs of issuance per dollar of debt issued.
S&P Expects continued support from the State of Missouri:  

“State operating appropriations remain an important component of UM's operating revenue, comprising nearly 14% of the consolidated total in 2015… We anticipate that the university will continue to experience stable support from the state.” (S&P Ratings Report, February 1, 2016, p.5)

Any changes in System legal or organizational structure could have serious consequences:
· Default could be triggered on outstanding debt requiring immediate repayment
· Lawsuits possible as current investors that hold our debt seek to recoup lost interest
· Transfer of defaulted debt responsibility to the state in one possible scenario
· Decreased access  to capital markets for future debt funding needs
· Higher costs for individual campuses and  health system to issue debt separately

S&P Rating Peers (as of Fiscal Year 2015):

	AAA Rated
	AA Rated
	AA- Rated

	University of Michigan
	University of Florida
	Auburn University

	University of Texas System
	University of Kentucky
	Kansas State University

	
	University of Mississippi
	Oklahoma State University

	AA+ Rated
	Vanderbilt University
	University of Arizona

	Indiana University
	University of Nebraska System
	University of Alabama

	Purdue University
	Iowa State University
	University of Illinois

	Texas A&M University
	Florida State University
	University of Oklahoma

	University of Washington
	New Mexico State University
	University of Massachusetts

	University System of Maryland
	North Carolina State University
	University of Oregon

	University of Missouri System
	Ohio State University
	University of South Florida

	University of Delaware
	University of Iowa
	University of Wyoming

	University of Pittsburgh
	University of California System
	Washington State University

	
	University of Minnesota
	Wayne State University



Public Higher Education Institutions by S&P Debt Rating

AAA	AA+	AA	AA-	A+	A	A-	BBB+	SG	8	13	37	42	51	18	15	6	3	
Number of Institutions
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Comparison of S&P's Ratings

6/30/2015 

Financial 

Statements

Debt 

Outstanding

Estimated 

Cost of 

Funds (a)

Rate 

Differential

Additional 

ANNUAL 

Cost of 

Funds

UM System - Actual AA+ 1,522,000,000   3.64%

S&P's Ratings - Estimates if "stand alone" (1) (2) (1) x (2)

MU AA 701,000,000      3.70% 0.06% 420,600        

UMKC A 237,000,000      3.88% 0.24% 571,170        

UMSL A- 127,000,000      3.94% 0.30% 381,000        

S&T A 136,000,000      3.88% 0.24% 327,760        

MU Health Care A 321,000,000      3.88% 0.24% 773,610        

1,522,000,000   2,474,140     

(a)  Provided by Prager & Co. based on June 30, 2015 financial statements; estimated cost of funds as of December 

2015 for generic debt structure.
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												Credit Ratings				Moody's		S&P

												Long-Term Debt				Aa1		AA+

												Variable Rate Debt				VMG1		A-1+

												Commercial Paper				P-1		A-1+









		Comparison of S&P's Ratings								6/30/2015 Financial Statements		Debt Outstanding		Estimated Cost of Funds (a)		Rate Differential		Additional ANNUAL Cost of Funds



		UM System - Actual								AA+		1,522,000,000		3.64%



		S&P's Ratings - Estimates if "stand alone"										(1)				(2)		(1) x (2)

		MU								AA		701,000,000		3.70%		0.06%		420,600

		UMKC								A		237,000,000		3.88%		0.24%		571,170

		UMSL								A-		127,000,000		3.94%		0.30%		381,000

		S&T								A		136,000,000		3.88%		0.24%		327,760

		MU Health Care								A		321,000,000		3.88%		0.24%		773,610



												1,522,000,000						2,474,140



		(a)  Provided by Prager & Co. based on June 30, 2015 financial statements; estimated cost of funds as of December 2015 for generic debt structure.

		Distribution of Moody's Ratings for Public Colleges and Universities																				AAA		8

																						AA+		13

		Rating		Number of Institutions								Rating		Number of Institutions								AA		37		0.1088082902

		Aaa		8		4.1%						A3		15		7.6%		UMSL				AA-		42

		Aa1		13		6.6%		UM System				Baa1		6		3.0%						A+		51

		Aa2		37		18.8%		MU				Baa2		3		1.5%						A		18		0.7823834197

		Aa3		42		21.3%						Baa3		1		0.5%						A-		15

		A1		51		25.9%						Below Baa3		3		1.5%						BBB+		6

		A2		18		9.1%		UMKC, S&T, MUHC						197								SG		3





		Commentary - Benefits of Current Structure for Debt Issuance





		 Benefits of System Structure for Debt Issuance



		Strength through size - with all debt issued jointly as a System, all debt is cross-collateralized by all auxiliary revenues of all campuses and the health system.  Beyond the scale of revenues to be pledged against debt service, there is great value in the diversity of revenue streams from the perspective of investors.  Think in terms of geographic diversity, diversity of mission, diversity of operations (mix of higher education and health care), etc.







		Finally, a key component of the ratings methodology by both Moody's and S&P is governance and stability of operations, including state funding.  The estimated ratings noted above assume high marks in both of those areas.  Should that not be the case, it is very likely that actual ratings would lower.
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