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New York, October 01, 2020 -- Moody's Investors Service has downgraded University of Hawaii's (UH) issuer
and revenue bond ratings to Aa3 from Aa2. We have assigned the Aa3 to the proposed University Revenue
Bonds: $10 million Series 2020A (Taxable), $42 million Series 2020B (Refunding), $54 million Series 2020C
(Taxable Refunding), $49 million Series 2020D (Refunding) and $62 million Series 2020E (Taxable
Refunding). The bonds will have maturities through fiscal 2040. The rating action affects approximately $500
million of revenue bonds outstanding. The outlook is stable.

RATINGS RATIONALE

The downgrade to Aa3 is driven by the university's exposure to likely material reductions in state support over
the next several years which will be difficult to accommodate given already thin operating performance and
limited autonomy to reduce expenses. The university has strong financial and governance links with the State
of Hawaii (Aa2 stable), including a very high reliance on the state for operating and capital support, as well as
payment of significant postretirement benefit liabilities. The state is facing mounting fiscal pressure driven by
the impacts of the coronavirus pandemic, and the university is preparing for an up to 10% reduction in state
funding. Depending on the pace of economic recovery, the university's primary funding source could face
pressures beyond fiscal 2021. The downgrade is explicitly driven by social and governance considerations,
including the financial impact of the pandemic, the rigidity of the university's labor structure, and an institutional
framework that makes independent budget reductions difficult.

The assignment of the Aa3 is supported by the university's essential role in the State of Hawaii as the sole
provider of public higher education and an economic driver within the state. UH's rating also incorporates the
university's large scale and scope of operations, with three universities and seven community colleges across
the system. Reserve levels have grown steadily with liquidity providing an adequate cushion for operations.
UH maintains a manageable debt burden with its leverage profile becoming stronger when excluding debt that
is paid from non-university revenue.

The rating is tempered by significant expense pressures across the 10-campus system, declining enroliment
and extensive capital needs with a large backlog of deferred maintenance. Leading up the pandemic, operating
performance, while showing signs of improvement, still operated at a deficit with thin cash flow compared to
Aa-rated peers.

Moody's considers the coronavirus pandemic to be a social risk under our ESG framework due to the
implications for health and safety. The university managed the impacts of the pandemic well in fiscal 2020 with
only a modest decline in revenue that was mostly offset with expense reductions and CARES ACT funding.
However, the university is preparing for an aggregate $100 million negative budget impact in fiscal 2021
including reduced student generated revenues and cuts to general operating support from the state. The
university is limited in its ability to implement expense reductions independently and expediently in the current
fiscal year. The university has already publicized its approach to identify areas for reduction, but will also have
to rely on the state for additional expense mitigations related to personnel if needed. Additional complications
come from the many bargaining units that represent the university's employees.

RATING OUTLOOK

The stable outlook reflects expectations of weaker, but manageable operating performance through fiscal
2021. It incorporates expectations of state funding reductions in line with the university's current forecasts and
that the state will take action to aid the university's ability to balance its budget.

FACTORS THAT COULD LEAD TO AN UPGRADE OF THE RATINGS
- Sustained and material improvement to operating cash flow

- Substantial growth of reserves relative to debt and operations



- Strengthening of the state's credit profile
FACTORS THAT COULD LEAD TO A DOWNGRADE OF THE RATINGS

- Sustained reduction of state support, capital or funding of fringe benefit payments without offsetting revenue
growth

- Further weakening of operating cash flow beyond fiscal 2021
- Material decline of monthly liquidity
LEGAL SECURITY

All university revenue bonds are secured by a first lien on the Network revenue, including System revenues
consisting of various housing and auxiliary activities, a subordinate lien on Legislative Appropriations in special
and revolving funds appropriated or allocated to the Board of Regents, the university, the System or the
Network, to the extent permitted by law, which includes tuition and fees.

USE OF PROCEEDS

Proceeds of the Series 2020A bonds ($10 million) will be used for parking structure improvements. The
proceeds of the Series 2020B, C, D and E bonds will be used to refund the Series 2010A-1 and Series 2010B-
1 bonds and to pay the costs of issuance.

PROFILE

The University of Hawaii is a large multi-campus system with three university campuses, seven community
college campuses and nine educational centers distributed across six islands throughout the State. The scope
and scale of the university is reflected in its $1.7 billion operating revenue and over 34,000 FTE students. The
university has a strong and unique research profile, particularly in earth and marine sciences.

METHODOLOGY

The principal methodology used in these ratings was Higher Education published in May 2019 and available at
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1175020 . Alternatively, please
see the Rating Methodologies page on www.moodys.com for a copy of this methodology.

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.

Regqulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related


https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_79004
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBM_1175020

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_1133569 .

At least one ESG consideration was material to the credit rating action(s) announced and described above.

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.

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.
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LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS,
NON-CREDIT ASSESSMENTS ("ASSESSMENTS"), AND OTHER OPINIONS INCLUDED IN
MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT.
MOODY'S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF
CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY'S
ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL
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OR HOLD PARTICULAR SECURITIES. MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER
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MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT
INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR
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ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
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MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT
INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR
REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM
BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY'S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing its Publications.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY'S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY'S.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
contingency within or beyond the control of, MOODY'S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information.
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Moody's Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation
("MCQ"), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody's Investors Service, Inc. have,
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