








costs were already set to increase. Citing the continuing litigation
related to Nassar, as well as administrative turnover, the credit-
rating agency Moody’s Investors Service downgraded nearly $1
billion in university debt. Moody’s also said future rancor at
Michigan State could lead to more downgrades, and it specifically
warned that declines in donor contributions and student enrollment
could negatively affect MSU’s rating. Should the university choose
to issue debt to finance the settlement, those relatively poor credit
ratings would increase the long-term expense of the settlement by
raising borrowing costs.

On the flip side, the rating agency said a possible settlement with
assault survivors would be an important positive factor as the
company continues to review the university’s financial health.

4. Insurance Coverage

Despite holding an insurance policy against large legal costs like
the proposed settlement, Michigan State’s contract with United
Educators puts a $39-million reimbursement limit on cases related
to sexual molestation. But recent history suggests that even that
amount of money may not be made available for reimbursement
from the insurance company. After Pennsylvania State University
settled claims made against it by victims of the former assistant
football coach Jerry Sandusky, United Educators, its insurance
company, denied the university’s request to cover the expense.
The insurer argued that the allegations were excluded by its
liability policy with Penn State. In his comments to lawmakers,
Engler alluded to a similar possibility at Michigan State.

“As Penn State found out, sometime insurers don’t pay,” he said.
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