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Rationale
Standard & Poor's Ratings Services affirmed its 'AA-' long-term rating on Florida Board of Governor's parking facility
revenue bonds, issued for Florida International University (FIU). At the same time, Standard & Poor's affirmed its 'A'
long-term rating on FIU's dormitory revenue bonds currently outstanding. The outlook on all ratings is stable.
The 'A' long-term rating on FIU's dormitory revenue bonds is differentiated from the 'AA-' long-term rating on the
university's parking-facility bonds due to a pledge of housing system net revenues that we view as narrower than the
pledge supporting the parking-facility bonds, which we view as equivalent to an unlimited student fee pledge.
The rating reflects our view of FIU's stable demand profile, the strong demand for the parking system, history of
surplus operations, and the housing system's solid occupancy levels and adequate maximum annual debt service
(MADS) coverage. The university, specifically, and higher education in Florida generally, has withstood multiple years
of declining state operating and capital appropriations; substantial one-time cuts; and declines in federal funding and
grant revenues. Despite these factors and based on current funding trends and restoration of the one-time cuts in fiscal
2014, it is our opinion that the university will continue to experience positive operations.
The 'AA-' rating on the parking-facility bonds, which we view as equivalent to an unlimited student-fee pledge, reflects
our assessment of FIU's:
• Requirement of all on-campus students to pay a parking and transportation access fee as a part of registration for
classes, and a pledge of parking system revenues, which is a broad pledge that we consider to be equivalent to an
unlimited student fee pledge;
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• The parking system's strong demand and history of surplus operations, which has resulted in adequate historical
debt service coverage;
• Strong university demand and enrollment trends as demonstrated by a fall 2013 headcount of 52,980, a 31%
increase in enrollment since fall 2009, and the university's highest enrollment in history; and
• History of university operating surpluses on a full-accrual basis, including an operating surplus of $17.2 million in
fiscal 2013 and management's expectation of another year of surplus operations in fiscal 2014.
The 'A' rating on the dormitory revenue bonds reflects the university's credit strength, as well as:
• A solid pledge of net housing system revenues and large housing system of 3,456 beds;
• The housing's system's adequate debt service coverage, with actual annual debt service coverage of 1.37x in fiscal
2013, although weaker, 1.22x coverage of MADS; and
• Continuing strong demand for on-campus housing as illustrated by an average occupancy rate of 95% over the past
six years, as well as management's projections of strong occupancy in the future as the university aims to house
more full-time students on campus.
Our view of the following offsetting credit factors constrain the ratings:
• Continued growth and capital pressures and
• The challenging future state-appropriation environment, which remains an important revenue stream, accounting
for roughly 21% of fiscal 2013 operating revenues.

Outlook
The stable outlook reflects Standard & Poor's expectation that, during the next two years, FIU's housing system will
continue to experience high levels of demand and at minimum, maintain current debt service coverage levels. The
stable outlook also reflects our expectation that the university will continue to experience stable demand and
enrollment trends and maintain financial resource ratios; we anticipate that any potential debt issuance will be
commensurate with growth in financial resources.
In our opinion, a positive rating action on the university's housing system debt during the outlook period is unlikely.
However, factors that could lead to such an action beyond the two-year period could include consistently stronger
debt service coverage, at or above 2.0x, as well as consistently strong occupancy levels as the university adds
additional beds.
A positive rating action on the university's unlimited student fee equivalent debt during the outlook period would
require continued positive operating performance at the university level, as well as a strengthening of the university's
financial resources while meeting its future capital needs.
Credit factors that could lead toward a negative rating action on the university's housing system debt during the
outlook period could include significant decreases in debt service coverage. Credit factors that could lead toward a
negative rating action on the university's unlimited student fee-equivalent debt during the outlook period could include
negative operating performance and a weakening of the university's financial resources relative to the rating category,
as well as stagnant enrollment growth.
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In accordance with the application of our government-related entities (GRE) criteria, a change in Florida's rating will
not affect FIU's rating.

Enterprise Profile
Demand and enrollment
FIU demonstrates continued enrollment growth, solid demand, and good student quality, in our opinion. As of fall
2013, total enrollment was 52,980, or 37,714 full-time equivalents (FTEs), 84% of whom are undergraduates. Over the
past several years, enrollment has consistently increased moderately on a year-over-year basis. Transfer students
continue to matriculate at over 4,000 annually, supported by strong articulation agreements across Florida higher
education institutions. Graduate program enrollment has softened in the past two years with 7,721 students enrolled
(5,994 FTE) in fall 2013. Management anticipates that overall enrollment will increase 3.5% in fall 2014 to 54,830
students.
Demand has fluctuated over the past few years; however, freshman applications were up 4.3% to 16,549 for fall 2013.
Selectivity has improved, and matriculation has remained relatively stable at 43% and 42%, respectively. Fall 2013
student quality, as measured by the average entering class SAT score, remained solid, in our view, at 1150 and the
average ACT score was 26 -- both above the national averages. The 2013-2014 academic year tuition and fees, while
growing at a double-digit rate, remain reasonable, in our opinion, at $6,506 for in-state residents as is out-of-state
tuition at $18,905. We understand that undergraduate tuition will not increase in fall 2014, but graduate in-state tuition
will increase by 3%, and graduate out-of-state tuition will increase by 8.33%. Increased in-state tuition, as allowed by
the state legislature, has been common across the state in response to declining appropriations.

Management
The Florida International University Board of Trustees is composed of 13 members: five appointed by the state board
of governors, six appointed by Florida's governor, and student and faculty representation by the university's faculty
senate chair and student government president. The board has experienced regular turnover. The university has had a
few senior management changes since the time of our last review and reports normal board turnover. University
officials report that there are no changes in senior management expected at this time. In our view, FIU's financial
management practices remain adequate. Management was able to successfully absorb substantial state funding cuts in
recent years through the use of internal reserves. We also regard the university's conservative debt issuance practices
favorably given that almost all of its debt is self-supporting in nature. However, the university lacks robust formal
budgeting practices -- a factor that we view unfavorably given the university's current and historical spending levels
and potential to experience future large state funding cuts.

GRE profile
In accordance with our criteria for government-related entities (GREs), we based our view of a "moderate" likelihood
of extraordinary government support on our assessment of Florida International University's "limited" link with the
state government given the state's limited legal capacity and ability to provide extraordinary support in a timely
manner. However, the provision and availability of higher education and its "important" role is reflected in its history of
regular, ongoing operating and capital support and the state's policies governing tuition, debt issuance, and ability to
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appoint the governing board. Given the university's "moderate" likelihood of support, the university's stand-alone
credit profile of 'aa-' remains unaffected by the state rating.

Financial Profile
State appropriations
In our view, Florida has traditionally provided strong support for higher education, but economic conditions have
resulted in state appropriation declines through fiscal 2013. The university's state appropriations declined by
approximately 12% in fiscal 2013 and totaled $174 million, due to state budgetary constraints. FIU is dependent on
state support and receives the fifth-largest appropriation of any Florida public university; management reports that
these funding cuts were offset with a one-time nonrecurring use of fund balances in fiscal 2013. However, the
university indicates that it received $191 million in fiscal 2014 and anticipates receiving $215 million in fiscal 2015, $25
million of which is allocated based on Florida's performance funding model according to management. Despite state
funding cuts, operating performance resulted in a $17.2 million operating surplus in fiscal 2013, and the university
expects operations to be positive in fiscal 2014.
State funding of capital projects currently appears to be under greater pressure than operating appropriations. The
state made major cuts to public education capital outlay (PECO) funding, eliminating funding at most universities
throughout the state. FIU has continued to receive limited capital funding during the past two years with no PECO
funding in fiscal 2013 and a very low $5.7 million in fiscal 2014. Management reports that it anticipates receiving an
additional $22 million in fiscal 2015. It is our opinion that PECO will continue to have very limited capacity to bond
new projects in the near term. While the university has experienced moderate enrollment growth, we will continue to
focus on how FIU and all higher education institutions in the state will manage through a long-term shortfall in
PECO-supported debt.

Financial operations
We consider FIU's financial operations solid despite limited state appropriations and a challenging economic climate.
Fiscal 2013 resulted in an adjusted net operating surplus (including state appropriations, interest income, and federal
financial aid) of approximately $17.2 million. Management is projecting positive adjusted operating performance on a
full-accrual basis in fiscal 2014, which we believe shows the strength and flexibility of the university's financial
management. Overall, we consider university revenues to be diverse; in fiscal 2013 43% of total operating revenue
came from student and auxiliary sources, 21% from state appropriations, 11% from grants and contracts, and the
remainder from other support and investments. We believe that this diversity is a key credit strength of the university
and that the composition of the university's revenue stream will remain stable.

FIU parking system
The Office of Parking and Transportation, a subdivision of the Office of the Chief Financial Officer and Senior Vice
President of Administration, operates the FIU parking system. The parking system is a self-supporting auxiliary
operation that does not receive state funding. The FIU parking system currently has 14,763 vehicle spaces on the
university's two main campuses. Management indicated that demand for the parking system is currently very strong,
and it expects demand to strengthen as enrollment continues to grow.
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The parking system's financial operations have been healthy with the consistent generation of pledged revenues. The
parking system had pledged revenues of $8.6 million for fiscal 2013, $7.5 million for fiscal 2012, and $7.7 million for
fiscal 2011, and management estimates $8.8 million in pledged revenue for fiscal 2014. A student transportation access
fee and faculty and staff decal sales generate the majority (83%) of parking system revenues. All students are required
to pay the parking and transportation access fee as a part of registration for classes, with the exception of distance
learning students. Furthermore, faculty and staff are required to have a parking decal to park on campus. Parking
citation fines and visitor parking generate the remaining 17% of revenues.
The parking system has provided adequate coverage of MADS, at 1.24x in fiscal 2013, 1.34x in fiscal 2012, and 1.39x
in fiscal 2011. Management expects MADS coverage to total 1.28x in fiscal 2014 and remain above 1.20x for the
foreseeable future. Management increased the fee by 10% with student support in fiscal 2012 and expects to hold the
fee flat for the near term. The transportation fee for the 2013-2014 academic year is $90.55, including tax per student
per semester, and is included in tuition and fees.

The FIU housing system
The university operated seven residence halls across its two main campuses in fiscal 2013, with six of the dormitories
located on the Modesto Maidique Campus. The seven residence halls offer a combined capacity of 3,456 beds.
Currently, 11% of full-time students reside on campus, and management indicates that its goal is to have 20% of its
full-time undergraduate students housed on campus by 2020.
The housing system continues to perform well financially, with the consistent generation of pledged revenue. The
housing system had pledged revenue of $11.8 million for fiscal 2013, $11.0 million for fiscal 2012, and $12.1 million for
fiscal 2011, and management estimates pledged revenue of $14.4 million for fiscal 2014.
The housing system has provided adequate coverage of MADS, at 1.22x in fiscal 2013, 1.14x in fiscal 2012, and 1.70x
in fiscal 2011. Management expects MADS coverage to total 1.48x in fiscal 2014 and remain above 1.20x for the
foreseeable future. We view current MADS coverage as adequate but would view increased coverage to levels of 2.0x
or higher favorably.

Financial resources
We believe FIU has an adequate balance sheet for the rating category, with adjusted unrestricted net assets of
approximately $182 million (including debt service reserve funds) as of June 30, 2013 representing 23% of operations
and 117% of total debt. Cash and investments totaled $515 million in fiscal 2013, which equated to 64% of operations
and 325% of total debt. When including an anticipated $82 million in nonrecourse debt for housing on the Biscayne
Bay campus, these ratios weaken slightly. Adjusted unrestricted net assets then equal 77% of total debt, and cash and
investments equal 214% of total debt. It is our opinion that adjusted unrestricted net asset ratios are solid for the
category when including the additional debt compared to the fiscal 2013 'AA' category median of 88.3%.
As of June 30, 2013, the university's endowment, held by the Florida International University Foundation Inc., is
estimated at $172 million, $3.6 million of which is unrestricted.
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Debt and contingent liabilities
At June 30, 2013, total debt outstanding was $159 million, including $47 million of FIU parking facility revenue bonds,
secured by parking revenues, which we view as an unlimited student fee, and roughly $112 million of dormitory
revenue debt, which we view as having a narrower pledge of revenues than the unlimited student-fee parking bonds.
We understand that NCCD-Biscayne Properties, LLC (NCCD), through the Miami-Dade Industrial Development
Authority, intends to issue approximately $60 million in debt under a Public-Private Partnership with FIU to build
approximately 410 replacement and new housing units on the FIU Biscayne Bay campus. At this time, the anticipated
issuance of approximately $60 million in housing debt by NCCD does not affect our view of the university's
outstanding ratings due to the anticipated self-supporting nature of the housing project. The NCCD debt is
nonrecourse debt to the university as there are no financial guarantees or support agreements by the university. While
not a legal debt of the university, we will consider NCCD's approximately $60 million bond issuance in our debt
calculations for the university as we view this debt as indirect debt of the university due to its connectivity to FIU's
operations and mission. A second series of bonds may be issued in the next two to three years to provide an additional
208 beds depending upon the market demand for additional housing on the Biscayne Bay campus. Management
reports that it has no additional debt plans outside of this project at this time. While the university continues to have
substantial capital needs, it anticipates funding key near-term needs from state funds (other than PECO funds), internal
reserves, or private funds.
The university, through its subsidiaries, has two swaps in its portfolio. The first swap, with a total notional value of $21
million, is with Regions Bank (BBB/Positive/A-2) and the second swap, with a total notional value of $3.4 million, is
with SunTrust Inc. (BBB/Positive/A-2). Both swaps are structured as floating-to-fixed rate.
Florida International University
--Fiscal year ended June 30,--

Medians

2014

2013

2012

2011

2010

Public colleges and
universities 'AA' 2012

Headcount

52,980

50,394

47,966

44,010

40,455

33,548

Full-time equivalent

37,714

35,604

34,089

31,464

29,012

29,024

Freshman acceptance rate (%)

43.0

40.5

39.4

39.5

35.0

67.8

Freshman matriculation rate (%)

42.0

41.1

39.8

39.3

36.0

38.8

Undergraduates as a % of total
enrollment (%)

83.8

82.7

81.8

80.9

80.4

76.6

Freshman retention (%)

84.0

82.0

82.0

83.0

82.0

85.0

Graduation rates (five years) (%)

44.0

40.0

37.0

32.0

35.0

60.5

Adjusted operating revenue ($000s)

N.A.

824,424

772,999

799,965

698,191

MNR

Adjusted operating expense ($000s)

N.A.

807,193

767,875

718,345

648,469

MNR

Change in net income before capital
($000s)

N.A.

27,731

-14,093

81,606

49,940

MNR

Estimated operating gain/loss before
depreciation ($000s)

N.A.

56,817

43,782

120,391

86,404

MNR

Change in unrestricted net assets (UNA;
$000s)

N.A.

(15,160)

(21,017)

27,282

33,290

MNR

Enrollment and demand

Income statement
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Florida International University (cont.)
State operating appropriations ($000s)

N.A.

173,819

195,098

228,576

218,250

MNR

State appropriations to revenue (%)

N.A.

21.1

25.2

28.6

31.3

21.1

Student dependence (%)

N.A.

42.8

40.8

34.6

35.2

MNR

Health care operations dependence (%)

N.A.

N.A.

N.A.

N.A.

N.A.

MNR

Research dependence (%)

N.A.

N.A.

N.A.

N.A.

N.A.

MNR

Endowment and investment income
dependence (%)

N.A.

4.2

0.9

6.3

5.1

MNR

Outstanding debt ($000s)

N.A.

158,683

166,127

125,067

132,110

669,329

Proposed debt ($000s)

N.A.

N.A.

47,290

48,200

N.A.

MNR

Total pro forma debt ($000s)

N.A.

158,683

197,512

170,600

132,110

MNR

Pro forma MADS

N.A.

N.A.

18,276

N.A.

N.A.

MNR

Current debt service burden (%)

N.A.

N.A.

N.A.

1.89

N.A.

4.00

Current MADS burden (%)

N.A.

N.A.

N.A.

N.A.

N.A.

MNR

Pro forma MADS burden (%)

N.A.

N.A.

2.38

N.A.

N.A.

MNR

Endowment market value ($000s)

N.A.

N.A.

N.A.

126,500

119,502

495,400

Related foundation market value ($000s)

N.A.

N.A.

N.A.

N.A.

N.A.

538,842

Cash and investments ($000s)

N.A.

515,043

527,924

477,755

401,327

MNR

UNA ($000s)

N.A.

182,317

197,477

218,494

191,212

MNR

Adjusted UNA ($000s)

N.A.

182,317

197,477

218,494

191,212

MNR

Cash and investments to operations (%)

N.A.

63.8

68.8

66.5

61.9

68.8

Cash and investments to debt (%)

N.A.

324.6

317.8

382.0

303.8

172.2

Cash and investments to pro forma debt
(%)

N.A.

324.6

267.3

280.0

303.8

MNR

Unrestricted net assets to operations (%)

N.A.

22.6

25.7

30.4

29.5

MNR

Adjusted UNA plus debt service reserve
to debt (%)

N.A.

116.7

120.4

177.0

144.7

91.8

Adjusted UNA plus debt service reserve
to pro forma debt (%)

N.A.

116.7

101.3

129.8

144.7

MNR

Average age of plant (years)

N.A.

10.3

9.8

10.9

10.6

12.0

OPEB liability to total liabilities (%)

N.A.

7.0

4.5

3.0

2.0

MNR

Debt

Financial resource ratios

Total adjusted operating revenue = unrestricted revenue less realized and unrealized gains/losses and financial aid. Total adjusted operating
expense = unrestricted expense plus financial aid expense. Net operating margin = 100*(net adjusted operating income/adjusted operating
expense). Tuition dependence = 100*(gross tuition revenue/adjusted operating revenue). Current debt service burden = 100*(current debt
service expense/adjusted operating expenses). Current MADS burden = 100*(maximum annual debt service expense/adjusted operating
expenses). Cash and investments = cash + short-term & long-term investments. Expendable resources = unrestricted net assets + temp.
restricted net assets - (net PPE- outstanding debt). Average age of plant = accumulated depreciation/depreciation & amortization expense.
MADS—Maximum annual debt service. MNR -- Median not reported. N.A.—Not available. UNA--Unrestricted net assets.

Related Criteria And Research
Related Criteria
• USPF Criteria: Higher Education, June 19, 2007
• USPF Criteria: Contingent Liquidity Risks, March 5, 2012
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