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situation stabilizes. DBRS Morningstar will ook to early indications of fall 2021 enrolment and any
potential return to on-campus activities that support an improvement in ancillary operations as signs
that the operating outlook has stabilized.

As at April 30, 2020
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3. Financial management practices

The University has a multiyear planning process and a decentralized, activity-based budget model, which
supports strong operating results. The budget model places greater autonomy and responsibility with
faculties and shared service units and encourages units to generate revenue, constrain expenses, and
set aside reserves. This has contributed to the Universitys positive results and rising reserve balances in
recent years.

4, Fundraising and endowment
The University has well-established advancement efforts and a large alumni base, which
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4. Deferred maintenance (DM) and capital resources

The University has considerable DM needs, currently estimated at $494 million, which equates to a
facilities condition index (FCI) of 0.22. An FCI greater than 0.15 signals that capital assets/stock is in poor
condition. This is, in part, influenced by the large quantity of buildings, including a number of small
ones; as a result, refurbishing or decommissioning one building does not greatly influence the overall FCI
as it may for other institutions with a limited number of larger buildings. The University anticipates DM
will likely remain elevated over the medium term and may require
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2021-22 Budget and Medium-Term Outlook

The University's 2021k22 operating budget was recently approved by the board in May 2021. The
budget is balanced after a $40.1 million drawdown from reserves (particularly departmental
carryforwards). The University expects to resume on-campus learning by fall 2021. DBRS Morningstar
recognizes that considerable uncertainty may linger around student mobility over the next few years, led
by complicated travel and visa rules, ongoing or potential coronavirus waves across countries, and the
implementation of vaccination plans. Notwithstanding, Queen's benefits from a relatively strong balance
sheet and a large pool of internal reserves, which provide flexibility to endure a difficult operating
environment without the need to make drastic cuts that could affect its core academic mission.

On an aggregate basis, Queen's forecast FTE enrolments will increase by roughly 2.1% over the medium
term. Ongoing and robust student demand for Queen's programs reaffirms DBRS Morningstar's view of
the University's reputation as one of the strongest among Ontario universities.

On April 30, 2021, the provincial government announced that it will extend the domestic tuition fee
freeze for an additional year, although it will allow tuition fee increases of up to 3% for domestic out-of-
province students in the 2021k22 academic year. Queen's may increase tuition rates for international
students by an average 5% annually.
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board in December 2020. The project will be funded through existing debt, capital reserves, and an
internal loan to the Faculty of Education ($6.0 million). It will likely be completed in late 2024.

The University has planned several smaller capital projects in the coming years, including Leonard
Dining Hall renovation, Richardson Stadium, renovation of the JDUC residence, and a new state-of-the-
art research facility. Queen's has indicated that it will not need to raise material new debt for these
projects. The University intends to present a formal, integrated capital improvement plan in late 2021
that will better align its longer-term capital priorities with an enhanced focus on agile working,
academics, and research.

Queents is one of the oldest universities in Canada and has several buildings with heritage designations.
As such, the University has a considerable amount of DM. The most recent assessment as per the
University's 2020k21 budget was $494 million (including underground infrastructure), which equates to
an Facilities Condition Index of 0.22. Queents is developing a three-year plan to address the backlog and
increasing DM needs, which includes the construction of new facilities and annual facility renewal. The
University will make annual capital contributions of more than $15.0 million in future years to address
the DM backlog.

In its 2020 budget, the Province announced $466.0 million investment under the Facilities Renewal
Program over three years. In 2020k21, Queen's expects to receive about $4.2 million provincial funding
for critical maintenance and infrastructure renewal, among other priorities.
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University Funding in Ontario

Ontario universities generally have three major revenue sources for their core teaching and research
activities: (1) government grants, (2) student fees, and (3) donations and investment income. For
Queents, these accounted for approximately 86% of total revenues in 2019k20.

Provincial government funding remains one of the primary sources of revenue for universities across the
country, although its relative importance remains under pressure in most provinces because of strained
provincial finances and competing priorities. Over time, this has led to a gradual shift in the relative
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Research revenue is recognized as deferred contributions on the Statement of Financial Position until
spent on research or related capital, at which time it is recognized as income. The majority of research
funding at Queen's comes from several federal sources including the Tri-Councils and the Canada
Foundation for Innovation, industry-sponsored research funding as well as funding from various not-for-
profit organizations such as the Cancer Society and the Heart and Stroke Foundation.

Student Fees (39%)

On January 17, 2019, the Province announced a revised tuition fee framework for regulated domestic
programs at Ontario universities and colleges. The framework required Ontario universities to reduce
tuition fees for domestic funding (eligible programs by 10% in 2019k20) and to maintain tuition fees for
eligible programs at that level for the 2020k21 academic year. Recently, Ontario extended the domestic
tuition fee freeze for an additional year (i.e., the 2021k22 academic year).

International student fees are not regulated by the Province and are generally set to recover the full
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Queents has built up its fundraising capacity through leadership, increased resources, and more
sophisticated data-mining techniques to reach and identify potential donors within its alumni base.
Queen's is seeking board approval to establish a new five-year fundraising target, buoyed, in part, by
distinctly strong advancement activity in 2020k21.

The Universityts endowments totalled $1.1 billion at April 30, 2020, or $40,410 per FTE. This is the
highest level of endowments per FTE among DBRS Morningstar-rated universities. The endowments
support the Universityts operating budget and provide ongoing support for student assistance programs.
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Statement of Operations (Adjusted)

($ thousands) For the year ended April 30

2020 2019 2018 2017 2016
Revenues
Student fees 396,553 391,372 354,021
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Rating History

Issuer Debt Current 2020 2019 2018 2017 2016
Queen's University Issuer Rating AA AA AA AA AA AA
Queen's University Senior Unsecured Debt AA AA AA AA AA AA

Related Research
Rating Public Universities, May 5, 2021.

Previous Report
Queen's University: Rating Report, April 27, 2020.

Note:
All figures are in Canadian dollars unless otherwise noted.
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About DBRS Morningstar

DBRS Morningstar is a full-service global credit ratings business with approximately 700 employees around the world. Wetre a market leader in
Canada, and in multiple asset classes across the U.S. and Europe.

We rate more than 3,000 issuers and nearly 60,000 securities worldwide, providing independent credit ratings for financial institutions, corporate and
sovereign entities, and structured finance products and instruments. Market innovators choose to work with us because of our agility, transparency,
and tech-forward approach.

DBRS Morningstar is empowering investor success as the go-to source for independent credit ratings. And we are bringing transparency,
responsiveness, and leading-edge technology to the industry.

Thatts why DBRS Morningstar is the next generation of credit ratings.

Learn more at dbrsmorningstar.com.
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