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Credit Profile

US$1.485 mil Industrial New Jobs Training Certs ser 2021-2A due 06/01/2031

Long Term Rating AA/Stable New

US$1.145 mil Taxable Industrial New Jobs Training Certs ser 2021-2B due 06/01/2031

Long Term Rating AA/Stable New

Rating Action

S&P Global Ratings assigned its 'AA' long-term rating to Kirkwood Community College (college or district), Iowa's $1.5

million (estimated par) series 2021-2A and $1.1 million (estimated par) taxable 2021-2B industrial new jobs training

certificates. The outlook is stable.

The series 2021-2A and 2021-2B industrial new jobs training certificates will finance new job training programs for

nine companies that entered into job training agreements with the college in 2021, and cover

state-and-college-administration costs. Bond proceeds will also fund issuance costs, an initial reserve fund, and certain

permitted operating expenses of the program.

Credit overview

The rating reflects our view of the college's healthy and steady local economy, a relatively large and growing service

area with increased taxable values despite the disruption caused by COVID-19, no taxpayer concentration, healthy

college finances despite a projected loss in fiscal 2021 due to revenue losses associated with COVID-19, and solid

available reserves measured against total general fund expenses. Management expects a stabilization of enrollment

once COVID-19 pressures subside given historical enrollment trends and their strategic focus on student retention and

persistence initiatives. The fiscal 2022 district budget incorporates a 6.5% enrollment increase versus the previous

year. Underpinning this projected increase is a ramp-up in vaccination rates, recovery from the August 2020 Derecho

storm, and significant federal student funding under three stimulus bills passed in 2020 and 2021.

With the COVID-19 outbreak, and given broader public safety concerns, the college transitioned lecture-based courses

online for the spring and summer 2020 semesters. The college started with a hybrid model of learning for fall 2020,

with most classes transitioning to virtual instruction starting November 30. These developments are consistent with

many college state and national peers. The instructional mode for spring 2021 mirrored that for fall 2020 and

management is focused on preserving enrollment. Management expects a return to full on-campus instruction for fall

2021 subject to state and local reopening guidelines based on health and safety conditions.

The disruption caused by the abrupt breakout of COVID-19 on instructional modes and student experiences resulted

in an approximately 13% enrollment drop in fall 2020 versus fall 2019 following a modest increase in summer 2020
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enrollment. Management reports spring 2021 enrollment was 10% lower than the previous spring 2020 semester due

to lingering pandemic effects and recovery from the August 2020 Derecho storm. In previous recessions, community

college enrollment has been counter cyclical to local economic conditions and increased during economic downturns.

National data indicates community college sector enrollment for fall 2020 and spring 2021 was almost 10% lower than

fall 2019 and spring 2020, respectively, largely due to COVID-19 impairing access, affordability for students, and

overall difficulties in effectively transitioning vocational and technical programs to online formats. Students also

deferred enrollment at higher education institutions for health and safety reasons. We expect college management to

absorb revenue losses stemming from enrollment drops through appropriate expense measures.

Through the pandemic, demand from students for tuition or fee refunds (the college has no dormitories on campus)

has been very limited due to high student engagement and participation in online classes. The college received $6.3

million from the federal Coronavirus Aid, Relief, and Economic Security (CARES) act, of which 50% must be used on

student related emergency grants, with the remainder expected to support the college's hotel and continuing education

operations. As part of the Coronavirus Response and Relief Supplemental Appropriations Act 2021 (CRRSAA), the

district will receive a total of $13.7 million (this compares with $6.3 million received in 2020 as part of CARES).

Management indicates the district has not yet expended any CRRSAA funds and expects to utilize the full amount by

early 2022. It also expects to receive a meaningfully higher approximately $24.1 million in additional federal stimulus

funds under the $1.9 trillion COVID-19 American Rescue Plan Act. State funding continued uninterrupted for the fiscal

2020 year and fiscal 2021 state funding was essentially flat from fiscal 2020 levels. At this time, management

anticipates a modest 2%-2.5% state funding increase for fiscal 2022, although the state budget is not yet finalized.

College management currently maintains unrestricted cash of approximately 180 days' cash on hand (well surpassing

its internal 75-day policy requirement). This ignores other restricted funds that could also support debt service. In our

view, this partly mitigates near-term risks, although the full impact on state, federal funding, and emergency

reimbursements are unknown at this point. We will closely monitor COVID-19 and economic developments for

potential credit effects on the district and take appropriate actions as necessary.

The rating reflects our opinion of the college's:

• Sizable and diverse property tax base, which includes the Cedar Rapids and Iowa City area economies, albeit

lagging those of higher-rated peers;

• Tuition-raising and expenditure flexibility given the state does not control tuition and lack of tenured faculty;

• Very strong reserves and positive financial operations through fiscal 2020, although management estimates a $2.2

million operating deficit for fiscal 2021 (albeit narrower than management's previously communicated $3.1 million

operating loss); and

• Moderate overall pro forma net debt.

Offsetting the strengths, in our view, are the college's:

• Large enrollment loss in fall 2020 and spring 2021, which could pressure financial operations given a relatively high

student revenue dependence if enrollment continues a similar rate of decrease through fall 2021 and management is

unable to make corresponding expense adjustments to balance budgets; and
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• Relatively weaker income and wealth indicators versus certain comparable and higher rated peers.

The stable outlook reflects S&P Global Ratings' expectation that over our outlook period, the college will maintain its

very strong fund balance and take appropriate measures to restore structural budgetary balance beyond fiscal 2021.

Project revenue, including withholding taxes from new and supplemental employment stemming from

corporate-training contracts, secures the series 2021-2A and 2021-2B and existing job training certificates; however,

these certificates are ultimately secured by the college's unlimited ad valorem tax pledge. Therefore, our rating is

based on the college's unlimited-tax general obligation pledge. To abate the property tax levy, sufficient funds to pay

debt service must first be on hand in the revenue fund. Historically, per management, the college has not needed to

levy a property tax for debt service, which we consider a credit strength and these certificates are cross-collateralized

so if one corporate employer is unable to pay, sufficient funds exist from the remainder of contracts to offset any

shortfall.

In our view, the college's rapid debt amortization, with about 69% of pro forma debt (including self-supporting new

job-training certificates) scheduled to be amortized over the next 10 years, provides some cushion to absorb this

additional debt without materially impairing its debt burden. While management does not anticipate issuance of

additional new-money debt in the near-term, should their plans evolve, we will evaluate the impact of any additional

debt on college financials at the time of issuance.

Environmental, social and governance (ESG) factors

In our view, the district, similar to their peers, faces elevated social risks as a result of uncertainty of the duration of the

COVID-19 pandemic despite a ramp-up in vaccination efforts across the U.S. Because of the pandemic, the district's

management team moved to implement remote learning in spring 2020, fall 2020, and spring 2021 to protect the

health and safety of its students, faculty, and staff, and limit social risk associated with the community spread of

COVID-19. We view the risks posed by COVID-19 to public health and safety as a social risk under our ESG factors.

However, we acknowledge, the district's enrollment losses are generally similar to its national peers. COVID-19 social

distancing has also affected state budgets, and both student revenues and state appropriations are a material source of

the district's revenue base.

Despite the elevated social risk, we believe environmental and governance risk is in line with our view of the sector, as

the district has historically maintained healthy management and governance controls with good state oversight. Per

management, the district did sustain severe damage from the 2020 derecho, with federal and state reimbursements

funding most of the repairs.

Stable Outlook

Downside scenario

We could consider a negative rating action if the college has persistent structurally unbalanced budgets and operating

deficits beyond fiscal 2021. A negative outlook could also result from a deterioration in the available fund balance to

levels incompatible with the current rating.
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Upside scenario

We consider a positive rating action within our outlook period unlikely. Beyond our outlook period, we could raise the

rating if economic indicators were to strengthen to levels we consider comparable with those of the college's

higher-rated peers, while the college's fund balance remains very strong, auxiliary fund balance stays at its

strengthened position, and enrollment persistently stabilizes.

For additional details on the district, refer to the last full rating report published on Nov. 19, 2020, on RatingsDirect.

Related Research

Through The ESG Lens 2.0: A Deeper Dive Into U.S. Public Finance Credit Factors, April 28, 2020

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed

to them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.standardandpoors.com for

further information. Complete ratings information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating

action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left column.
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