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University of South Florida
Student Athletics District/Sports Complex Project
Project Description:
The proposed Student Athletics District project will include the construction of a new basketball practice facility, improvements to the existing baseball stadium, the construction of a new softball stadium, new football practice fields and the relocation of the existing recreational fields. The scope of the project also includes site work, utilities, infrastructure, storm water management, walks, plazas, lawns and plantings, site lighting, signage and site accessories.  

The project is consistent with the Campus Master Plan and Campus Development Agreement.  

Facility Site Location: 
The proposed project will be located on the main campus of the University of South Florida. 
Projected Start and 
Opening Date: 
Construction of the project commenced in October of 2009 and is anticipated to be completed by April of 2011. 

Demand Analysis: 
The University of South Florida joined the NCAA Division I Big East Conference in 2005-06. The University sponsors 19 sports programs and has achieved Big East championship success in both men’s and women’s tennis, a regular season championship in 2008 for softball, a postseason championship in 2008 in men’s soccer and the first ever WNIT Championship in women’s basketball in 2008-09. The football team has risen to as high as No. 2 in the national rankings and has gone to a bowl game in each of its four seasons as a Big East member.
The University competes in the 13th largest media market in America. Through a conference partnership with ESPN, the football team has played in front of a national audience in 25 out of its last 26 games. Average football game attendance has increased from 30,222 in 2006 to 53,170 in 2007. Total University athletics revenue has increased 42% from 2006 to 2009, reflecting increased participation in and support for its athletics programs. The University identified the need for the project facilities in 2005 and they were included in the 2005 USF master plan. The proposed project will replace or renovate outdated facilities and bring key sports venues up to Division I NCAA standards.
Project Cost and 
Financing Structure: 
The proposed project construction cost and associated soft costs are approximately $30 million. 
The project will be partially financed with proceeds from two fixed rate bank loans totaling an amount not to exceed $23,500,000 (the “Debt”).  The Debt will mature with two different repayment terms, one not more than fifteen (15) years and one not more than twenty-five (25) years after issuance, at assumed interest rates of 5.00% and 5.25%, respectively. Each loan is structured with level debt service payments with the first principal payment occurring July 1, 2011. The selection of a bank was accomplished through a competitive selection process.

The debt service for the Bank Term Loans assumes the Build American Bonds (BAB) US Treasury 35% interest rebate. The University has the option of utilizing bank qualified, non bank qualified and BAB’s, depending on the most attractive option to the University.

The Debt is expected to be combined with $6.5 million in capital campaign funds to finance the project. $2,100,000 of the capital campaign funds have been received and the remaining $4,400,000 is being provided by the Foundation as a loan at 3.25% interest to be repaid from committed future gifts. Included in the debt size are costs of issuance.
(See Attachment 1 for an estimated sources and uses of funds).

Security/Lien Structure: 
The Debt will be secured by a lien on lease payments to be made by the University to the DSO to include ticket sales revenues, National Collegiate Athletics Association and Big East Conference distribution revenues, corporate sponsorship revenues, athletic event revenues, game guaranty payments, bowl game revenues and capital campaign revenues. The University is committed to ensuring that sufficient revenues will be generated to fulfill the University’s obligations with respect to the Debt.
There are no other liens against the pledged revenues and no outstanding parity debt. 

Pledged Revenues and 
Debt Service Coverage: 
For fiscal years 2004-2005 through 2008-2009 pledged revenues grew from approximately $9,157,799 to approximately $21,568,761. This was primarily due to the addition of bowl game revenues, increases in NCAA/Big East distributions and an increase in ticket sales. For fiscal years 2009-2010 to 2013-2014, pledged revenues are projected to grow from $19,968,037 to $25,259,004 with projected maximum annual debt service coverage of 8.46x in 2009-2010 and 11.11x in 2013-2014. In fiscal year 2011-12, (the first full year of operation of the facility), the debt service coverage ratio is projected to be 10.05x. The projected debt service coverage has been calculated using an assumed interest rate of 5.00% – 5.25% on the Debt through the assumed maturity date of July 1, 2033.  
The debt is being secured by pledged revenues expected to be generated from ownership and operation of the various athletic facilities and participation in the Big East Athletic Conference. The primary sources of revenues pledged to pay the debt are athletic ticket sales, distributions from the NCAA/Big East conference, corporate sponsorships, fundraising, non-event revenue, game guarantees, bowl game revenues and other miscellaneous revenues. The projections provided by the University indicate that the pledged revenues will be sufficient to pay required debt service on the debt. However, several primary sources of revenues being pledged are directly related to Big East Conference participation and are therefore relatively new and have limited historical performance. If the projections are not realized, a revenue-shortfall could occur requiring a change to the operating plan. The revenues as projected and as used for the coverage calculations are based on a 4% increase per year for most revenue sources with some variability in ticket sales and game guarantees due to the number of home football games vs. away football games by season. 
(See Attachment 2 for a table of historical and projected pledged revenues and debt service coverage prepared based upon revenue information supplied by the University). 

Type of Sale: 
The University provided an analysis of the most appropriate method of issuing the debt (competitive versus negotiated) as required by the Debt Management Guidelines. The University is requesting approval for a negotiated sale, and has selected a bank through an RFP for a negotiated bank term loan. The University feels that among other factors, uncertainty in the market combined with the fact that the Corporation is a relatively unknown and infrequent borrower warrant a negotiated sale. 
Analysis and 
Recommendation: 
Staff of the Board of Governors and the Division of Bond Finance has reviewed the information provided by the University of South Florida with respect to the request for Board of Governors approval for the subject financing.  
Projections provided by the University indicate that sufficient gross revenues will be generated from the various athletic revenues to pay debt service on the Debt.  However, a significant portion of the projected pledged revenues are directly related to Big East Conference participation and are therefore relatively new and have limited collection history. If the University’s revenue projections are not realized, then a revenue short-fall could occur requiring a change in the operating plan. It appears that the proposed financing is in compliance with the Florida Statutes governing the issuance of university debt and is in compliance with the Board of Governors Debt Management Guidelines.  Accordingly, staff of the Board of Governors recommends adoption of the resolution authorizing the proposed financing. 
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