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RATING ACTION COMMENTARY

Fitch Rates Florida
International University
Dormitory Revenue Bonds
'A+'; Outlook Stable
Mon 08 Mar, 2021 - 5:09 PM ET

Fitch Ratings - New York - 08 Mar 2021: Fitch Ratings has assigned an 'A+' rating
to the following revenue bonds issued by the Board of Governors of the State of
Florida (BoG) on behalf of Florida International University (FIU):
--$46 million dormitory revenue refunding bonds, series 2021A.
The dormitory revenue refunding bonds are scheduled for competitive sale on or
about the week of March 8, 2021. Bond proceeds will refund FIU's revenue and
revenue refunding bonds, series 2011A and series 2012A, and fund the cost of
issuance.
In addition, Fitch has affirmed all outstanding dormitory revenue and refunding
bonds at 'A+' and FIU's Issuer Default Rating (IDR) at 'AA-'.
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The Rating Outlook is Stable.

The bonds are secured by a first lien on pledged net revenues of FIU's student
housing system. Additional security provisions include a pledge of sufficiency and
a 1.2x additional bonds test (ABT) measured over the two prior fiscal years.

ANALYTICAL CONCLUSION
Housing Revenue Pledge: The bonds' 'A+' rating, one notch below the FIU's IDR,
reflects the university's considerable credit strengths and the fundamental
importance of the housing system to FIU operations. Pursuant to Fitch's criteria,
ratings on securities with narrower or limited revenue pledges may be notched
below the parent IDR. Fitch expects demand and debt service coverage to remain
adequate through near-term coronavirus-related demand and revenue volatility,
with federal funds offsetting revenue losses in fiscal 2021 and coverage from
student rentals returning to historically strong levels in the intermediate term.
FIU's 'AA-' IDR reflects the university's strong financial profile in the context of
the university's strong revenue defensibility and moderate operating risk. FIU's
strong operating profile is supported by competitive demand indicators, thin but
adequate cash flow and historically strong state support for operations and
capital. The Stable Outlook reflects FIU's resilience against expected revenue
pressure under Fitch's downside stress scenario, which assumes a slower
economic recovery and prolonged or recurring coronavirus-related disruptions,
such as extended lockdowns and campus closures, into fiscal 2022.

Revenue Defensibility: 'a'
Strong Demand and State Appropriations
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FIU's revenue defensibility is consistent with an 'a' assessment, characteristic of a
competitive regional public institution with solid in-state and regional student
draw, evidenced by stable enrollment trends and strong demand indicators.
Admissions figures for fall 2020 remain consistent with prior years. State support
has historically been strong, and FIU benefits from considerable federal stimulus
funding and increasing state support under Florida's performance funding system
in fiscal 2021.

Operating Risk: 'bbb'
Thin Cash Flow; Manageable Capital Needs

The university's 'bbb' operating risk assessment is reflective of FIU's thin yet
adequate adjusted cash flow margins. Fitch expects margins to be pressured in
the near term before returning to historical levels. FIU's capital spending
requirements benefit from consistent state support for capital spending and
manageable capital needs in the near to intermediate term.

Financial Profile: 'aa'
Strong Balance Sheet Ratios Through Stress

FIU's leverage, calculated as total available funds (AF) to adjusted debt (including
the Fitch-adjusted net pension liability), remains near strong historical levels
through Fitch's baseline scenario analysis and remains fairly stable through a
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downside stress, reflecting a more protracted economic contraction. Liquidity
remains adequate and therefore neutral to FIU's ratings

ASYMMETRIC ADDITIONAL RISK CONSIDERATIONS
No asymmetric additional risk considerations apply to FIU's ratings.

RATING SENSITIVITIES
Factors that could, individually or collectively, lead to positive rating
action/upgrade:
--A sustained trend of cash flow margins consistently above 6%;
--AF to adjusted debt maintained consistently above 80%.
Factors that could, individually or collectively, lead to negative rating
action/downgrade:
--Deterioration of AF to adjusted debt to levels consistently below 60%;
--Failure to meet housing demand targets and MADS coverage of 1.2x from
pledged revenues by fiscal 2023 would pressure the dormitory bond rating.

BEST/WORST CASE RATING SCENARIO
International scale credit ratings of Sovereigns, Public Finance and Infrastructure
issuers have a best-case rating upgrade scenario (defined as the 99th percentile
of rating transitions, measured in a positive direction) of three notches over a
three-year rating horizon; and a worst-case rating downgrade scenario (defined
as the 99th percentile of rating transitions, measured in a negative direction) of
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three notches over three years. The complete span of best- and worst-case
scenario credit ratings for all rating categories ranges from 'AAA' to 'D'. Best- and
worst-case scenario credit ratings are based on historical performance. For more
information about the methodology used to determine sector-specific best- and
worst-case scenario credit ratings, visit
[https://www.fitchratings.com/site/re/10111579].

CREDIT PROFILE
FIU, one of 12 institutions of higher education in Florida's State University
System, is the largest university in South Florida. The university serves about
58,000 students on its two main campuses in southwest and northeast MiamiDade County and satellite campuses located in Broward County, Miami Beach
and downtown Miami. FIU's dormitory and parking systems are component
auxiliary enterprises that finance and operate the university's housing stock and
parking/transportation infrastructure, respectively.
CORONAVIRUS IMPACTS
FIU went fully remote in March 2020 for the remainder of the spring semester.
Summer and fall programs have included some face to face and hybrid class
offerings, but online learning remains the mode of instruction for the vast
majority of courses. FIU's largely commuter student base has remained stable
throughout the pandemic, with fall 2020 full time equivalent (FTE) enrollment
remaining fairly stable at approximately 41,000. FIU's housing system
consistently sustained near 100% capacity through fiscal 2020, despite housing
less than 10% of the university's student base, indicating considerable capacity to
absorb added campus housing supply. The 2021A bonds will provide a margin of
cash flow flexibility through fiscal 2022 without extending final maturity.
Federal stimulus funding provides a healthy margin of added flexibility for the
university and its auxiliary systems, as FIU was awarded approximately $112
million of total federal relief funds in fiscal years 2020 and 2021, of which
approximately $74 million is available to the university for operating purposes.
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FIU remains well positioned under the state's performance funding framework to
benefit from solid appropriations in the intermediate term.

REVENUE DEFENSIBILITY
FIU's revenue defensibility assessment of 'a' reflects competitive demand
indicators, growing enrollment, and a history of solid state and foundation
support for operating needs. Fitch expects state appropriations to FIU to remain
strong in fiscal 2021, and FIU benefits from under $64 million of federal relief
funding.

FIU's demand profile assessment is supported by expectations for continued
strong student demand, despite potential near-term volatility. Full-time
equivalent (FTE) enrollment growth has been solid with a five-year CAGR of
about 1.4% as of fall 2020. Acceptance and matriculation rates have remained
stable over this same period at around 50% and 30%, respectively for freshmen
admissions. Undergraduate enrollment dipped modestly in fall 2020, but
freshman admits were up modestly and graduate enrollment continues to grow.
Fitch believes intermediate term prospects for demand remain strong.

Florida's statewide market characteristics are strong, and FIU's desirable location
in Miami-Dade County and growing research programs provide access to
prospective student growth centers across the state. In-state students account
for approximately 90% of FIU undergraduate enrollment. While this in-state rate
is high for a national research university, it is driven in part by the university's
strategic planning goals. Moreover, population growth in Florida is well above
average, supporting strong market characteristics for the university.
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FIU's revenue source characteristics are consistent with its 'a' revenue
defensibility assessment. While the university has limited control over its tuition
setting due to state oversight, Fitch views FIU's enrollment demand as exhibiting
limited sensitivity to price increases. As a comprehensive research university in a
growing state, FIU is well positioned to manage through near-term enrollment
pressure, especially given its track record of increasing state appropriations
under Florida's performance funding system, which apportions state funding
based on performance against student outcomes. Additionally, FIU benefits from
foundation support with a sustainable endowment spend rate of about 4%.

Although FIU has limited control over tuition setting, Florida institutions retain
considerably more flexibility for graduate and professional program tuition rates
and FIU's moderate and growing graduate enrollment levels support a limited
level of tuition control. Net tuition and fees per FTE enrollment have contracted
in recent years with increased state support for scholarship programs that
benefit FIU's growing enrollment base. Despite this trend, Fitch considers FIU's
student base to be moderately sensitive to tuition and fee increases, which may
have a marginal impact on demand while generating additional revenues.

Fitch expects FIU's other revenue sources, including state operating
appropriations, foundation draws, and the operations of other direct support
organizations, to continue to provide stability in the event of potential tuition
volatility. State operating support has improved over time to over $320 million in
fiscals 2019 and 2020, remaining fairly stable in fiscal 2021.

OPERATING RISK
FIU's 'bbb' operating risk assessment incorporates Fitch's expectations for thin
cash flow margins and solid levels of capital spending flexibility. FIU's adjusted
cash flow margins are expected to remain fairly thin (below 6%) in the
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intermediate term, given near-term revenue volatility. Fitch expects state
support for capital will remain robust and sufficient to address the university's
ongoing capex needs.

Adjusted cash flow margins have improved in recent years, remaining near 7% in
fiscal 2020, but are vulnerable to operating pressure consistent with near term
volatility. Fitch expects margins to be pressured in fiscal 2021 and will remain at
or below 6% over the intermediate term.

The timing of near-term capital is somewhat flexible in the scope of university
operations. The addition of undergraduate housing is the most significant item,
which may be fully addressed with additional bonded debt. The university has
historically funded capital improvements on an as-needed basis with capital
spending varying widely in recent years, but averaging above 100% of
depreciation, and the average age of plant approaching 13 years in fiscal 2020.
FIU historically benefits from considerable state funding for capital projects from
Public Education Capital Outlay Trust Fund (PECO) support and a more limited
level of donor fundraising support. Future projects are assessed on a case by case
basis. FIU issued $72 million of dormitory revenue bonds in fiscal 2021 to fund
construction of a new 700 bed facility. The university does not have additional
housing debt plans at this time and Fitch anticipates that this project will provide
sufficient capacity to absorb demand growth over the intermediate term.

FINANCIAL PROFILE
Fitch's calculation of adjusted debt includes the Fitch-adjusted net pension
liability (NPL) as a debt equivalent. Fitch adjusts the NPL to reflect a 6% discount
rate, instead of the 7% rate used by the Florida Retirement System (FRS), in which
the university participates. Doing so increases FIU's NPL to $361 million and
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lowers the ratio of assets to liabilities to 75%, from a reported 86%. The Fitchadjusted NPL constitutes approximately 63% of FIU's $539 million of adjusted
debt in fiscal 2019.
FIU's leverage profile maintains AF to adjusted debt at around 80% throughout
Fitch's baseline stress case, including assumptions for significant investment
volatility, and suppressed cash flows. In a more sever downside case FIU still
retains AF to adjusted debt of around 60%.

Strong Demand Supports Housing Bonds
FIU has historically experienced growing demand for housing, despite its largely
commuter-based campus with only around 10% of students living on campus and
dormitory occupancy rates consistently at or near 100%. The coronavirus
pandemic and the shift to remote forms of learning has significantly weakened
housing occupancy in fiscal 2021, with occupancy rates declining to 51% in fall
2020. Despite these challenges, Fitch estimates that transfers of federal relief
funds and prospects for increased occupancy in the spring semester are expected
to result in maintenance of solid cash flow and adequate coverage in fiscal 2021
with a rebound in demand lifting coverage in future years.
Fitch expects housing system debt service coverage to remain greater than 1.2x
in fiscal 2021 (reflecting the refunding), but pledged revenues only generate
coverage of .7x before the transfer of federal funds. Fiscal 2021 coverage of proforma MADS is thinner still at only .5x from pledged revenues. Despite near-term
pressure, Fitch considers underlying demand for housing to be sufficient for FIU
to reach 1.2x annual debt service coverage from pledged revenues by fiscal 2022
and pro forma MADS coverage of 1.2x by fiscal 2023.
Given the longer-term trend of increasing demand for housing, the university is
constructing an additional housing facility on the main campus to meet some of
the demand identified in a recent market study. The project, Parkview Housing II,
is funded with $72 million of 2020A bond and nearly $13 million of cash. The
university's strategic plan contemplates as much as doubling the percentage of
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full-time students living on campus over the long term. Fitch believes the ABT and
management's internal guidelines provide good assurance that pledged coverage
will remain adequate in the event of planned additional housing debt, though new
debt is likely to curtail future MADS coverage.

In addition to the sources of information identified in Fitch's applicable criteria
specified below, this action was informed by information from Lumesis.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY
DRIVER OF RATING
The principal sources of information used in the analysis are described in the
Applicable Criteria.
ESG CONSIDERATIONS
Unless otherwise disclosed in this section, the highest level of ESG credit
relevance is a score of '3'. This means ESG issues are credit-neutral or have only a
minimal credit impact on the entity, either due to their nature or the way in which
they are being managed by the entity. For more information on Fitch's ESG
Relevance Scores, visit www.fitchratings.com/esg
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APPLICABLE MODELS
Numbers in parentheses accompanying applicable model(s) contain hyperlinks to
criteria providing description of model(s).
Portfolio Analysis Model (PAM), v1.3.2 (1, 2)
ADDITIONAL DISCLOSURES
Dodd-Frank Rating Information Disclosure Form
Solicitation Status
Endorsement Policy
ENDORSEMENT STATUS
Florida International University (FL)

EU Endorsed, UK Endorsed

DISCLAIMER
ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN
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RELATING TO DEFAULT. PUBLISHED RATINGS, CRITERIA, AND
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S
CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST,
AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND
PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT
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HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH MAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS
RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR WHICH THE LEAD
ANALYST IS BASED IN AN ESMA- OR FCA-REGISTERED FITCH RATINGS
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ratings and reports should understand that neither an enhanced factual
investigation nor any third-party verification can ensure that all of the
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accuracy of the information they provide to Fitch and to the market in offering
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statements and attorneys with respect to legal and tax matters. Further, ratings
and forecasts of financial and other information are inherently forward-looking
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and embody assumptions and predictions about future events that by their
nature cannot be verified as facts. As a result, despite any verification of current
facts, ratings and forecasts can be affected by future events or conditions that
were not anticipated at the time a rating or forecast was issued or affirmed.
The information in this report is provided "as is" without any representation or
warranty of any kind, and Fitch does not represent or warrant that the report or
any of its contents will meet any of the requirements of a recipient of the report.
A Fitch rating is an opinion as to the creditworthiness of a security. This opinion
and reports made by Fitch are based on established criteria and methodologies
that Fitch is continuously evaluating and updating. Therefore, ratings and reports
are the collective work product of Fitch and no individual, or group of individuals,
is solely responsible for a rating or a report. The rating does not address the risk
of loss due to risks other than credit risk, unless such risk is specifically
mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch
reports have shared authorship. Individuals identified in a Fitch report were
involved in, but are not solely responsible for, the opinions stated therein. The
individuals are named for contact purposes only. A report providing a Fitch rating
is neither a prospectus nor a substitute for the information assembled, verified
and presented to investors by the issuer and its agents in connection with the sale
of the securities. Ratings may be changed or withdrawn at any time for any
reason in the sole discretion of Fitch. Fitch does not provide investment advice of
any sort. Ratings are not a recommendation to buy, sell, or hold any security.
Ratings do not comment on the adequacy of market price, the suitability of any
security for a particular investor, or the tax-exempt nature or taxability of
payments made in respect to any security. Fitch receives fees from issuers,
insurers, guarantors, other obligors, and underwriters for rating securities. Such
fees generally vary from US$1,000 to US$750,000 (or the applicable currency
equivalent) per issue. In certain cases, Fitch will rate all or a number of issues
issued by a particular issuer, or insured or guaranteed by a particular insurer or
guarantor, for a single annual fee. Such fees are expected to vary from US$10,000
to US$1,500,000 (or the applicable currency equivalent). The assignment,
publication, or dissemination of a rating by Fitch shall not constitute a consent by
Fitch to use its name as an expert in connection with any registration statement
filed under the United States securities laws, the Financial Services and Markets
Act of 2000 of the United Kingdom, or the securities laws of any particular
jurisdiction. Due to the relative efficiency of electronic publishing and
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distribution, Fitch research may be available to electronic subscribers up to three
days earlier than to print subscribers.
For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd
holds an Australian financial services license (AFS license no. 337123) which
authorizes it to provide credit ratings to wholesale clients only. Credit ratings
information published by Fitch is not intended to be used by persons who are
retail clients within the meaning of the Corporations Act 2001
Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission
as a Nationally Recognized Statistical Rating Organization (the "NRSRO"). While
certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of Form
NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO
(see https://www.fitchratings.com/site/regulatory), other credit rating
subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore
credit ratings issued by those subsidiaries are not issued on behalf of the NRSRO.
However, non-NRSRO personnel may participate in determining credit ratings
issued by or on behalf of the NRSRO.
READ LESS

SOLICITATION STATUS
The ratings above were solicited and assigned or maintained at the request of the
rated entity/issuer or a related third party. Any exceptions follow below.
ENDORSEMENT POLICY
Fitch’s international credit ratings produced outside the EU or the UK, as the case
may be, are endorsed for use by regulated entities within the EU or the UK,
respectively, for regulatory purposes, pursuant to the terms of the EU CRA
Regulation or the UK Credit Rating Agencies (Amendment etc.) (EU Exit)
Regulations 2019, as the case may be. Fitch’s approach to endorsement in the EU
and the UK can be found on Fitch’s Regulatory Affairs page on Fitch’s website.
The endorsement status of international credit ratings is provided within the
entity summary page for each rated entity and in the transaction detail pages for
structured finance transactions on the Fitch website. These disclosures are
updated on a daily basis.
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