
Port Of Greater Cincinnati
Development Authority, Ohio

Saint Xavier High School Inc.;
Independent Schools

Primary Credit Analyst:

Mel Brown, Chicago + 3122337204; mel.brown@spglobal.com

Secondary Contact:

Jessica L Wood, Chicago (1) 312-233-7004; jessica.wood@spglobal.com

Table Of Contents

Ratings Action

Stable Outlook

Credit Overview

Enterprise Profile

Financial Profile

Related Research

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MAY 13, 2020   1



Port Of Greater Cincinnati Development
Authority, Ohio

Saint Xavier High School Inc.; Independent
Schools

Credit Profile

US$16.375 mil tax-exempt dev rev and rfdg bnds (Saint Xavier High School, Inc.) ser 2020 due 06/30/2040

Long Term Rating A/Stable New

Ratings Action

S&P Global Ratings assigned its 'A' rating to the Port of Greater Cincinnati Development Authority's series 2020

revenue and refunding bonds issued for Saint Xavier High School Inc. (Saint X). The outlook is stable.

The rating reflects our view of the school's large enrollment size that cushions it somewhat against enrollment

decreases, modest debt load, manageable debt burden, competent management and governance, and healthy cash and

investments-based financial resource ratios. Constraining our current rating is weak selectivity and choppy operating

performance.

Pro forma for the series 2020 issuance, Saint X will have $16.375 million in debt outstanding. The bonds are a general

obligation of the school secured by a pledge of gross receipts of Saint Xavier. Proceeds of the series 2020 bonds will be

used to refinance the school's series 2003 variable rate debt and also to finance projects related to the renovation of

Saint Xavier's natatorium (its swimming and diving facilities). The series 2020 obligations are 20-year fixed rate bonds,

with level debt service and a final maturity in 2040.

Because of COVID-19, Saint X has moved completely online for the remainder of the 2019-2020 academic year.

Management reports that there were no interruptions in operations during the transition since Saint Xavier already had

much of the technology infrastructure in place to seamlessly move to remote learning. Management reports that so far,

there are no meaningful unplanned expenses owing to COVID-19. For fall 2020, we believe there is a high level of

uncertainty regarding the duration and extent of the disruption from COVID-19 and the related effects on our rated

entities' performance, including the ability to continue virtual classes beyond an extended timeframe, and potential for

student demands for refunding of tuition. In our view, management is proactively and acceptably addressing these

risks and developing plans to navigate any challenges for the upcoming school year. In the event that on-campus

classes are limited, management is considering various scenarios, which include a later start to the school year,

grouping student and rotating between online and in person instruction to reduce the number of students on campus

at one time, we expect to continue to monitor the situation for any developments as the fall semester approaches.

We believe the current pandemic and economic uncertainties could hamper the school's finances if student-generated

charges (tuition, fees, and a small percentage of auxiliary revenues) decline in the fall due to either enrollment declines
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or tuition discounts driven by a fully online, educational delivery model. We will closely monitor COVID-19 and

recession developments for potential credit effects on the school and take appropriate actions as necessary.

Established by the United States Small Business Administration, The paycheck protection plan (PPP) provides liquidity

to financial institutions which in turn, provide loans that support small businesses in meeting payroll, debt service, rent,

utilities, or healthcare related expenses. An additional benefit is that PPP loans are eligible for forgiveness (all or in

part) by the lender Management indicates that Saint Xavier was funded on April 15th for the PPP and is seeking to

qualify for loan forgiveness.. In our view, this could provide additional cash flow support to the school in the coming

year. However, management has not included these revenues in its budgeting assumptions or expectations for fiscal

years 2020 or 2021, which we view as a conservative measure.

Credit overview

Founded in 1831, Saint Xavier is an all-male, independent, and college preparatory day school serving students in

grades nine through 12. The school is conducted by the society of Jesuits; however, in its vision, Saint Xavier aims to

serve a diverse student body. Eighty Percent of students identify as Roman Catholic, and 20% are members of Jewish,

Hindu, Buddhist, Islamic, and other Christian Communities. Saint X's mission is to prepare its students for

post-secondary advancement, deepen faith, orient them to service and civic engagement, and develop strong leaders.

Its single, 110 acre campus is located in Cincinnati, Ohio which allows it to draw students from the greater

metropolitan area including northern Kentucky and southeastern Indiana. Saint Xavier primarily competes with other

private Catholic Diocesan affiliated high schools in Cincinnati. The school identifies its peer group as primarily Elder,

La Salle, Purcell Marian, and Archbishop Moeller. It also competes with some private independent schools in the

surrounding area including: Cincinnati Country Day, Summit Country Day and Seven Hills.

The 'A' rating reflects our assessment of Saint Xavier's:

• Good financial resources, with fiscal 2019 cash and investments representing 2.6x operations and nearly 5x pro

forma debt, though these metrics could moderate for fiscal 2020 due to depressed investment markets;

• Good enrollment base of 1,429 students for fall 2019 along with a strong graduation rate and solid academic

performance measures, despite recent declines;

• Large, highly skilled, and diverse board, with a sound management team that offers breadth of experience and

sophistication in executing in their respective service areas;

• Good fundraising capabilities, which includes a healthy alumni participation rate of 42%; and

• Low pro forma maximum annual debt service (MADS) burden compared with peers at the rating, of 3.95%.

In our opinion, the proceeding credit factors are partially offset by the school's:

• Somewhat weak selectivity and matriculation ratios, as well as recent enrollment declines, which indicate local

competition for students along with stagnating population demographic trends consistent with that observed within

the region;

• Limited revenue diversity, with close to 75% of revenues derived from tuition and fees;

• Increasing tuition discounting due to growth in financial aid disbursements, though management has incorporated

changes to its financial offerings to support growth in net tuition revenues going forward; and
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• Break-even adjusted operating income margin in fiscal 2019, down from 5.3% and 3.6% in fiscal years 2018 and

2017, respectively; though management is likely to observe better performance in fiscal 2020 and targeting similar

for fiscal 2021.

The stable outlook reflects our expectation that over the outlook period, Saint X will continue to demonstrate good

demand and maintain sufficient financial resource ratios for the rating level.

Environmental, social, and governance factors

We believe independent schools face elevated social risk due to the uncertainty of the duration of the pandemic, and

potential impact on fall 2020 enrollment levels and mode of instruction. Despite the elevated social risk, we believe

Saint X's environmental and governance risks are in line with our view of the sector as a whole.

Stable Outlook

Downside scenario

Although we think management has taken proactive steps to address the potential impacts of COVID-19, we could

consider a negative rating action should unforeseen pressures related to the pandemic materially affect demand,

finances, or the trajectory of the school. We could consider a negative rating action if enrollment or demand metrics

materially decline and are sustained at weaker levels or if available resources were to deteriorate substantially.

Upside scenario

We do not expect a positive rating action during our outlook period given the pressures of the current recessionary

environment combined with the school's relatively weaker demand metrics and lower-than-average expendable

resource ratios.

Credit Overview

Enterprise Profile

Demand and enrollment

Saint Xavier has a larger-than-average enrollment base of about 1,429 students in fall 2019. Headcount enrollment has

been softening annually since the 2014-2015 school year from a high of 1,602 students. Management indicates that the

school has strategically reduced enrollment levels annually to reduce class size and create additional space for

instruction. It expects that this reduction will allow Saint Xavier to better accommodate the academic and

developmental needs of its students. However, most recently, fall 2019 enrollment dropped by nearly 60 students,

which was a decline of 4.4% in comparison to about 2.5% the prior two school years. We view this larger decline as

somewhat concerning, though fall 2020, enrollment is expected to stabilize near current levels. One area of focus going

forward will be the maintenance of enrollment at its optimal level. Assuming that COVID-19 does not create

enrollment pressure for the school, it is likely that Saint Xavier will meet this goal for the upcoming year given that it

has already completed recruitment for fall 2020. Applications for the school have held steady for fall 2020, and we
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expect this to support Saint Xavier in maintaining its desired enrollment level. This also provides for demand flexibility

amid the current COVID-19 pandemic. Other demand factors such as selectivity and matriculation remain weaker in

comparison with peers at the rating level. Selectivity was approximately 78.2% for fall 2019; an improvement from

90% in fall 2017. Matriculation slightly weakened in fall 2019 to 64.3%, from 64.2% in fall 2017. Demand weakness is

likely due to competition from many educational providers options in the local area along with population

demographic trends observed in the region. Somewhat offsetting this in our view is student quality, which remains

strong. The average ACT score for school year 2018-2019 was 28.4, which is above the U.S. average. In addition,

growing participation in Advanced Placement (AP) courses continues to support the school's college preparatory

mission. Student retention is very strong at 97%. Management notes demand trends for fall 2020 are tracking in line

with historical levels.

Tuition and fees for fall 2019 totaled $15,650 per student and has increased by nearly 4% to 4.5% for the past several

years. In the current academic year, tuition increased by 4.4% and will increase about 3% for the 2020-2021 academic

year. Management indicates that tuition costs are on the lower range when compared with other independent school's

which we believe could be a positive factor for near-term demand as families navigate the economic aftermath of

COVID-19. Furthermore Saint Xavier leadership indicates that it is focused on evaluating future tuition increases and

affordability for families. Tuition discounting has increased annually, though we expect that tuition discounting will

decrease slightly in fiscal 2020 and remain level in fiscal 2021. In our view, the tuition discount rate is in line with

medians at about 21%.

Management and Governance

A 27-member board of trustees governs Saint Xavier High School. Members generally serve for three-year terms, with

most trustees serving two to three terms on the board. The board operates several committees and board diversity

spans across construction, finance, religion, manufacturing, technology, marketing, insurance, human resources,

non-profit, and education. In terms of affiliation, its board consists of alumni, current and former parents, as well as

other members. St. Xavier is in the process of creating a board committee to begin revamping its current strategic

plan. St. Xavier expects the plan to build on current initiatives while creating additional space for growth in enterprise

risk management (online learning, school safety, cyber security, etc.), and deepening its learning centered culture.

Senior Leadership demonstrates breadth of knowledge, and success in operating their various service lines. Its current

president, Tim Reilly, joined Saint Xavier in July 2018; in 2016, the school welcomed its current Chief Financial Officer

Jon Ivec. Senior Leadership individually have long professional tenures that span decades. Furthermore, three out of

the four key leaders have worked at other independent schools and/or colleges or universities within their respective

job functions, which ultimately helps strengthen their effectiveness in managing operations and meeting the college

preparatory vision of Saint Xavier.

Financial Profile

Operating performance

On a full-accrual basis, operations have historically yielded surpluses, albeit the amount has varied over the past

several fiscal years. The Fiscal 2019 net operating surplus was $122,000, down from $1.6 million in fiscal 2018 and

$1.1 million in fiscal 2017. Fiscal 2017 and fiscal 2018 saw greater than expected private gifts revenues. Gifts Increased
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materially in recognition of the former president that was leaving office. In comparison to historical private gifts

revenues, fiscal 2017 and 2018 increased by about 15% on average. Likewise, fiscal 2019, marked a return to gift

receipts on par with historical revenues of around $3.35 million. In terms of expenditures, Saint Xavier hired a new

major gifts officer in fiscal 2019 who was not originally budgeted in fiscal 2019. Also, financial aid was $450,000 over

budget in fiscal 2019. We believe management has addressed this factor for fiscal years 2020 and 2021 by giving

control of this function to its business office. We view this change positively and expect it to result in cost savings

during the fiscal 2020 school year. Saint Xavier had a number of savings in fiscal year 2020. Since the budget was

adopted, the school has saved $650,000 in instructional costs, $650,000 by negotiating its health care benefits, and

$150,000 in savings from the loss in summer programs expense due to COVID-19. For fiscal year 2021, the budget is

built conservatively with slightly less net tuition revenue and no increase to total revenue from the 2019/2020 forecast.

The school expects $365,000 less personnel costs and $385,000 of compensation adjustments that have been put on

hold to account for any unexpected enrollment changes. We expect a positive surplus on a full accrual basis for fiscal

2020 based on the budget to actuals, historical results, and management's discussions of additional cost savings

measures. We also expect that while positive, the surplus in fiscal 2020 will not be a return to fiscal 2018 performance

as the school does not anticipate increases in private gifts at the levels observed in fiscal 2017 and 2018. For fiscal year

2021, the impact of COVID-19 is still unfolding, and we expect management to be agile in addressing any pressures as

they may arise. With the expected cost savings and the ability to adjust other personnel and instructional costs,

management has some flexibility to balance operations if it faces unexpected pressures in the near term. .

Available resources

Under the new Financial Accounting Standards Board (FASB) presentation standards, the net assets on Saint Xavier's

balance sheet are reported as either "without donor restrictions" or "with donor restrictions". To calculate expendable

resources, we used net assets "without donor restrictions" instead of the formerly classified "unrestricted net assets." In

addition, management identified $16.894 million of net assets "with donor restriction" that would have been classified

as "temporarily restricted net assets" under the old FASB standards. We have used that amount in our expendable

resource calculation for comparability purposes. Using these numbers, as of June 30, 2019, 's expendable resources

(consolidated) totaled $$20.7 million, slightly lower than $21.5 million in fiscal 2018. Expendable resources to

operations and to pro forma debt were 65.3% and 116.6%, respectively, in fiscal 2019. We believe that the expendable

resources calculation is deflated due to the school's low debt relative to net property, plant, and equipment, and

therefore we view cash and investments as a better relative measure. In addition, the school has a significant amount

of permanently restricted net assets, which are not included in the expendable resource ratio calculations. Cash and

investments have increased over the last three years and are $81.8 million in fiscal 2019. Likewise, Cash and

investments to operations was strong at 257.8% and cash to pro forma debt outpaced medians at 460.6% in fiscal

2019.

Saint Xavier maintains an adequate endowment for the rating level. At year-end (June 30) fiscal 2019, the endowment

market value was $76.865 million. The endowment is diversified, and is invested in 61% equity, 2.3% cash, 25.6%

alternative investments, and 9% fixed income. The school's endowment spending policy is 5% or less of a 12-quarter

rolling average, although the school's draw has averaged near 4.4% over the past two years. In fiscal 2019, the school

drew $4 million from the endowment to support operations. The budget for fiscal 2020 calls for an endowment draw of

about $4 million, which is in line with the board's spending policy, and which management has stated is primarily used
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to support its strategic goals of providing financial aid to students.

Fundraising

Saint Xavier has observed a good fundraising history, with the most recent capital campaign raising $117 million in

pledges since 2012. Alumni participation is about 42%, which is healthy. Currently, Saint Xavier is in the planning

stages for a mini campaign to raise capital for the long-term maintenance costs of its natatorium. COVID-19 and the

current recession could impair fundraising, similar to the school's national peers; so far, management has not reported

any meaningful drops in funds raised.

Debt and capital

The series 2020 bonds have a 20-year maturity through 2040. In our view, debt levels are low for the rating. Pro forma

debt service is fairly level through the life of the bonds at about $1.25 million until maturity, or a debt burden at 3.9% of

fiscal 2019 adjusted operating expenses.

Saint Xavier has no plans for additional debt, and there are no additional significant capital needs at this time, which

allows for flexibility as the school manages the impacts of the COVID-19 pandemic.

Saint Xavier maintains a defined-contribution retirement plan, which it contributes to annually. All full-time employees,

with some exceptions, qualify for participation in the plan. Employer contributions were 6.5% of plan compensation in

fiscal 2019 and totaled $877,862 or about 3% of revenues.

Saint Xavier's only contingent debt is its series 2003 variable rate bonds, which will be completely refunded

post-issuance of the series 2020 debt. We understand that management does not have any direct purchase or privately

placed debt that represents contingent liability risk.

Saint Xavier High School, Ohio--Enterprise And Financial Statistics

--Fiscal year ended --

Medians for 'A' category rated

independent schools

2020 2019 2018 2017 2016 2019

Enrollment and demand

Headcount 1,429 1,495 1,535 1,571 1,601 699

New student selectivity (%) 78.2 81.3 85.0 90.0 81.9 40.6

New student matriculation (%) 64.3 63.2 64.2 61.0 67.8 66.6

Boarding HC to total HC (%) 0.0 0.0 0.0 0.0 0.0 MNR

Tuition increase year over year

(%)

4.4 4.0 4.0 N.A. N.A. MNR

Income statement

Adjusted operating revenue

($000s)

N.A. 31,858 32,416 31,498 29,722 MNR

Adjusted operating expense

($000s)

N.A. 31,736 30,772 30,393 29,441 MNR

Net operating income ($000s) N.A. 122 1,644 1,105 281 MNR

Net operating margin (%) N.A. 0.4 5.3 3.6 1.0 MNR

Tuition dependence (%) N.A. 71.0 69.0 69.8 72.4 71.7

Tuition discount (%) N.A. 20.9 18.8 18.1 17.5 20.8
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Saint Xavier High School, Ohio--Enterprise And Financial Statistics (cont.)

--Fiscal year ended --

Medians for 'A' category rated

independent schools

2020 2019 2018 2017 2016 2019

Student dependence (%) N.A. 74.4 72.4 74.0 76.4 MNR

Change in unrestricted net

assets ($000s)

N.A. (1,078) 2,210 2,106 (192) MNR

Debt

Outstanding debt ($000s) N.A. 13,380 14,630 15,835 17,000 26,440

Proposed debt ($000s) N.A. 16,375 N.A. N.A. N.A. MNR

Total pro forma debt ($000s) N.A. 16,375 N.A. N.A. N.A. MNR

Pro forma MADS N.A. 1,254 N.A. N.A. N.A. MNR

Current debt service burden (%) N.A. 4.64 4.47 4.21 3.90 MNR

Current MADS burden (%) N.A. 5.50 5.68 5.75 5.93 5.40

Pro forma MADS burden (%) N.A. 3.95 N.A. N.A. N.A. MNR

Financial resource ratios

Endowment market value

($000s)

N.A. 76,865 73,621 65,616 54,526 92,009

Cash and investments ($000s) N.A. 81,827 78,504 69,486 57,282 MNR

Unrestricted net assets ($000s) N.A. 32,163 33,241 31,031 28,925 MNR

Expendable resources ($000s) N.A. 20,717 21,517 17,421 12,047 MNR

Cash and investments to

operations (%)

N.A. 257.8 255.1 228.6 194.6 225.6

Cash and investments to debt

(%)

N.A. 611.6 536.6 438.8 337.0 367.4

Cash and investments to pro

forma debt (%)

N.A. 499.7 N.A. N.A. N.A. MNR

Expendable resources to

operations (%)

N.A. 65.3 69.9 57.3 40.9 152.5

Expendable resources to debt

(%)

N.A. 154.8 147.1 110.0 70.9 225.0

Expendable resources to pro

forma debt (%)

N.A. 126.5 N.A. N.A. N.A. MNR

Average age of plant (years) N.A. 15.4 14.5 13.9 13.4 14.2

N.A.--Not available. MNR--Median not reported. MADS--Maximum annual debt service. 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). Student dependence = 100*(gross tuition revenue +

auxiliary 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.

Related Research

Alternative Financing: Disclosure Is Critical To Credit Analysis In Public Finance, Feb. 18, 2014
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