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Management implemented policies and processes that incorporated good safety precautions due to the COVID
pandemic. Duquesne made the decision to fully open its campus and provide full in-person classes in the 2021-2022
academic year, while providing online access to students that require isolation or quarantine. International students
represent a very small amount of Duquesne's total enrollment, although they have exhibited some improvement,
specifically in their graduate programs as overall revenue was not materially influence. In fiscal 2021, auxiliary revenue
accounted for about 4.9% of total revenue or $20.1 million, which is slightly weaker than fiscal 2020 financial results
and significant weaker when compared to pre-COVID numbers. The decline in total auxiliary revenue has been
influenced by the pandemic. Despite the expenses and loss of revenue incurred due to the pandemic, the university
posted a net adjusted operating income of $11.1 million, or a 2.7% margin, in fiscal 2021. As part of the Higher
Education Emergency Relief Fund [ & II (HEERF), authorized by the Coronavirus Aid, Relief, and Economic Security
[CARES] and Coronavirus Response and Relief Supplemental Appropriations Act, 2021 (CRRSAA) Acts, the university
has received $7.7 million for institution to use and $5.4 million for students. Also, under the American Rescue Plan Act
(ARP), the university received a total of $13.8 million with $6.9 million for institutional use. Of HEERF III funding, $5
million will be used for institutional usage in fiscal 2022. In fiscal 2022, management anticipates that financial
operations will be slightly weaker on a generally accepted accounting principles (GAAP) basis due to enrollment
declines. As of June 30, 2021, the university had approximately $683.4 million in cash and investments, which in our

view provides good financial flexibility at the 'A' rating category.

Credit overview

We assessed Duquesne's enterprise profile as strong, characterized by the continued significant decline of
full-time-equivalent (FTE) enrollment, although applications and the freshman class size both improved in fall 2021,
coinciding with good student retention. However, other demand characteristics, including matriculation and
selectivity, continue to decline. We also assessed Duquesne's financial profile as strong, demonstrated by consistent
positive operating margins on GAAP basis; healthy available resources ratios for the rating; a manageable pro forma
debt burden; and negative net tuition revenue. We believe these credit factors, combined, lead to an indicative

stand-alone credit profile of 'a' and final rating of 'A".
The rating further reflects in our view of Duquesne's:
Consistent operating surpluses;

+ Stable student retention with good student quality;
+ Improving financial resources relative to both adjusted expenses and debt; and

+ Moderate pro forma maximum annual debt service (MADS) burden of 4.2% of fiscal 2021 operating expenses.

Partially offsetting these credit strengths are:

+ The continued trend of declining FTE enrollment, which could negatively affect financial operations if the trend
continues;

+ Significant decline in selectivity and matriculation in fall 2021;

+ The risk associated with starting a medical program that could pressure financial operations if Duquesne University
is not able to meet budget growth projections; and
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demographics coinciding with the COVID pandemic. Undergraduate FTE decreased meaningfully to 5,075 in fall 2021
(6.5%) from 5,426 (7%) in fall 2020 compared to 5,771 in 2019. In fall 2021, freshman enrollment slightly improved
following four years of declines to 1,233 from 1,195 the previous year compared to a near record high of 1,563 in fall
2017. Management anticipates a continued improvement in freshman enrollment, with the implementation of a
comprehensive strategic initiative with a goal to return to around 1,500 freshman in the near-term. Graduate FTE had
a healthy increase in fall 2021 to 2,096 compared with 2,041 the previous year. Management has implemented
initiatives to spur program and enrollment growth, including revamping its marketing efforts to continue positive

enrollment trends.

Total completed applications increased by 15.7% in fall 2021. However, fall 2021 demand metrics have declined
compared with historical levels, in our view, selectivity reported a steep decline to 91.9% from 77.2 the previous year.
Additionally, matriculation continued decline to 13.9% from a near all-time high of 29.7% in fall 2017. However,

student retention has remained fairly stable at 84%.

Student quality remains above average, with an average SAT score of 1231 for fall 2021. Duquesne University's
geographic reach is considered limited because 73% of students came from Pennsylvania. Out-of-state students come
primarily from Ohio, New York, Maryland, and New Jersey. The six-year graduation rate has remained consistent at
79%. In our view, a continued trend of weakening demand metrics could negatively pressure Duquesne's overall

demand profile during the next couple years.

The university has a successful history of fundraising. The most recent capital campaign closed on Dec. 31, 2012, after
raising $164.3 million from a goal of $150 million. Management reports that the annual fund raises about $5 million per
year and has around a 7% undergraduate alumni participation rate. In 2011, Duquesne was named a beneficiary of the
William Dietrich bequest and was granted a portion of a trust, which equates to a value of about $35.6 million as of

Dec. 31, 2020. The fund will provide annual disbursements in perpetuity that will go into the university's endowment.

Management and governance

The management team has remained fairly stable during the past few years, with good tenure. In our view,
management has generally conservative budgeting and financial management practices, which we view positively.
Management continues to take an active approach to prepare for possible unplanned expenses and on campus

enrollment disruption due to COVID-19 pandemic.

Duquesne recently adopted its new five-year strategic plan, covering 2018-2023, and its goals include improving
student success through enhanced student services and enrollment management, broadening community engagement,
increasing interdisciplinary learning, and capitalizing on entrepreneurial opportunities. Management budgets on a
full-accrual basis and produces full-accrual interim statements monthly, which we view as a best practice.

Management has demonstrated its ability to cut expenses through the implementation of three rounds of voluntary
retirement programs during the past few years, and other expense savings such as merging the school of leadership
and professional advancement programs into other schools, spinning off its musical ensemble program, and closing the
university press. We believe this budgetary flexibility shows prudent fiscal management. The university also has

investment and debt policies, and its independent 31-member board of directors is responsible for fiscal oversight.
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