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Project Description:
Florida Gulf Coast University currently has 2,758 available beds in North Lake Village and South Village in Student Residences Phase I through IX on the main campus.  The proposed Student Residences, Phase X project will be the third student housing facility in the South Lake Village Residence Life Enhancement Project and will provide an additional 400 beds to the housing system for a total of 3,158 rentable beds.  The project will be constructed as a five story building and will consist of private bedrooms and baths, offices, reception, study, lounge, laundry, and mechanical space.  A 1,200 space parking structure will also be a part of this project.  The need for student residence parking structures was recognized and recommended in the FGCU 2005-2015 master plan update.  In part the Master Plan stated “To accommodate the desired number of residents in the constrained land area, it will be necessary to provide parking structures in the southeast district (south housing)”.  With this third student residence building (Phase X), over 1,200 students will be living in the south housing area with parking consuming a large portion of available and buildable land area.  The parking structure will be constructed and financed as a part of student housing since it will be used exclusively by student housing residents.  Residential students are not allowed to park on the main campus between 7 a.m. and 5 p.m. Monday through Friday.  The parking structure is directly related to student housing, forms an integral part of the south housing complex, and is not available for general campus parking.
Facility Site Location:
The proposed Student Residences, Phase X project will be located in the south portion of the main campus of Florida Gulf Coast University in an area already containing student residence Phases VIII and IX.   This area of campus was recommended in the Master Plan for the development of “undergraduate student housing, a dining center serving the residents of this district, a student recreational facility, intramural play fields, and parking structures to support the residential population”.
Projected Start and

Opening Date:
It is anticipated that construction of the Student Residences, Phase X project will commence in May 2010 and will be available for occupancy in August 2011.   

Demand Analysis:
The primary targeted market for Student Residences, Phase X will be traditional single, undergraduate, graduate and professional students with particular emphasis on the University’s growing transfer and upper class student population.

Florida Gulf Coast University student head count enrollment has increased from 2,584 in 1997-1998 to 11,219 for 2009-2010.  The first-time-in-college student head count enrollment has grown from 864 in Fall Semester 2002 to 2,004 in Fall Semester 2009. Enrollment is projected to grow at an average annual rate of 8.8% through 2014-2015, with an additional 619 students in fall 2010 and 681 students in fall 2011. 
Currently, the University houses 2,758 students in Student Residences, Phase I through IX.  Over the past ten years, nine phases of student residences have been built at a rate of almost one phase per year.  Year 2006 and 2007 were the first years with no expansion of housing opportunities on the campus.  Since the housing system was established in 1998-1999, average occupancy rates have ranged from 93% to 102%, with an average occupancy rate of 100.51% in Fall Semester 2009.

In Fall Semester 2009, over 200 students were on a waiting list for on campus housing.   The campus is located in an area of Lee County experiencing rapid growth, none of which is geared to accommodate student residences.  The addition of new beds into the housing system will enable the university to meet the housing needs of more incoming students whose enrollment far exceeds the availability of university housing. The University anticipates that the demand for on-campus housing will remain strong, and that Phase X will be fully subscribed.
Project Cost and
Financing Structure:
The proposed Student Residences, Phase X and associated infrastructure is approximately $30,000,000.  Of this amount, approximately $11.5 million is to be used for construction of the parking garage. The project will be financed with fixed rate, revenue bonds (either traditional fixed, Build America Bonds, or a combination of traditional and Build America Bonds) issued by the Florida Gulf Coast University Financing Corporation in an amount not to exceed $32,000,000.  The bonds will be structured with a 30-year final maturity and level annual debt service payments with the first principal payment occurring in August 1, 2012.  The bond size includes capitalized interest during the construction period through July 2011.  At this time, the University does not plan to fund a debt service reserve. The University has approximately $14 million in housing reserves that can be used to fund a reserve if it should become necessary. Operation of the project will be administered by the University Residence Life program under the supervision of Florida Gulf Coast University which is consistent with the operation of previous University housing phases.  (See Attachment 1 for an estimated sources and uses of funds.)    

Security/Lien Structure:
Net housing system revenues will be pledged for the payment of debt service.  These revenues are derived primarily from rental income, after deducting operating and maintenance expenses.   When the facility opens in Fiscal Year 2011-2012, the projected rental rate for fall and spring semesters is $3,196-$3,416 per bed, per semester, and $2,215 per bed for the Summer Semester.  These rates are consistent with single room rental rates for existing facilities at FGCU.    

The Bonds will be issued on parity with the current outstanding Florida Gulf Coast University Financing Corporation Capital Improvement Revenue Bonds, Series 2003, Series 2005A, Series 2007A, and Series 2008A currently outstanding in the total principal amount of $96,485,000.
Pledged Revenues and 
         

Debt Service Coverage:
For fiscal year ending 2012, the first full year of operation, and for fiscal years 2013 and 2014 pledged revenues from the project only are expected to be $2,458,367, $2,532,118, and $2,658,724 and are expected to produce debt service coverage ratios of 0.71x, 0.76x and 0.81x, respectively.  Debt coverage ratios are low for the project only because of the need to construct a 1,200 space parking garage as a part of the support infrastructure for South Village housing.  As a result, a large portion of the associated parking debt service will have to be borne by the housing system.  
For the entire system, during the past five year period from fiscal year 2004-2005 to 2008-2009, pledged revenues grew from $3,999,884 to $7,878,292 resulting in debt service coverage which ranged from 3.68x in 2004-2005 to 1.83x in 2008-2009.  Coverage ratios declined during the period because of additional debt service as new housing was added to the system. For fiscal years 2009-2010 to 2013-2014, pledged revenues for the system are projected to grow from $9,241,555 to $12,605,278 with coverages ranging from a low of 1.36x to a high of 1.51x.  It has been assumed that interest on the bonds during the construction period through July 2011 will be provided from proceeds of the bonds. In fiscal year 2011-12, the first year the facility is expected to be operated, the debt service coverage ratio for the housing system is projected to be 1.40x with debt service only including interest. Coverage in the following fiscal year is projected to be 1.36x, and is based upon debt service which also includes the first principal payment. 

 
The projected debt service coverages have been calculated using a fixed interest rate of 4.91% on the bonds through the maturity date of February 1, 2040.  The projected revenues are based, in part, upon a 3%-5% annual rental rate increase through Fiscal Year 2012-2013 for existing housing facilities and a 5% annual rental rate increase for the new facility.  (See Attachment 2 for 5-years historical and 5-years projected pledged revenues and debt service coverage prepared by Florida Gulf Coast University Financing Corporation). 

Fixed Rate Debt:
Based on current market conditions, the University is planning to closely monitor market conditions and to make a decision of traditional, Build America bonds or a combination.  With the current turmoil in the market, the University believes this to be a prudent decision.
Type of Sale:
The University provided an analysis of the most appropriate method of selling the Bonds (competitive versus negotiated) as required by the Debt Management Guidelines.  The University is requesting approval for a negotiated sale of the Bonds and has cited several factors for justifying a negotiated sale. It feels that the nature of the pledged revenues, the limited amount of time and frequency it has accessed the capital markets and its A- stable rating requires the additional investor education available through a negotiated sale. 

The University has classified the pledged revenues as non-tax based and project supported. While the pledged revenues do not include a pledge of a tax, the lack thereof, by itself, does not mandate the need for a negotiated sale. Bond issues are routinely sold competitively, nationwide, without a pledge of tax revenue. In fact, State Universities have successfully sold bonds by competitive sale with parking, housing, and bookstore revenues as the pledge. Also, the pledged revenues are probably not fairly categorized as project supported. A pledge that is properly considered as project supported is based upon the notion that the revenues from a single project are all that is available to make debt service payments. That type of pledge is generally considered to be weaker, requiring more sales effort to place the bonds with investors. The revenues being pledged for this bond issue do not fall into that category. In this case, the bonds are secured by a pledge of system revenues so that repayment is not dependent upon the success of a single dormitory. Furthermore, the pledged revenues have demonstrated consistent positive growth to the point that the expected revenues for the current fiscal year will be sufficient to pay the maximum debt service on all the outstanding bonds and the proposed bonds even if the project does not open. This is considered a credit strength which would support a conclusion that the bonds could be sold successfully through competitive bidding. 

The University feels that since it has only been selling bonds for ten years and has only $126 million in debt outstanding, the capital markets view the University as a relatively new issuer, requiring a negotiated sale. While there are other issuers that have been in the capital markets for longer than ten years and have more than $126 million in outstanding debt, there are also plenty of instances where the Florida universities have sold bonds at competitive sale quite successfully with far less outstanding debt than $126 million. Further, those universities were not in the market as frequently as FGCU has been with its housing, parking, and student union bond sales over the last ten years. 
The University, however, would probably benefit from a negotiated sale because of the A- rating on its debt. In the current market, there is a large discrepancy in pricing bonds with a AA rating or higher and those with ratings below AA. Because of that, accessing as many investors as possible through a negotiated sale would be beneficial in an effort to reduce this pricing discrepancy. 

The University anticipates selecting from a RFP process an underwriting proposal from a team of underwriters that are qualified in a competitive process.  
Analysis and
Recommendation:
Staff of the Board of Governors and the Division of Bond Finance has reviewed the information provided by Florida Gulf Coast University Financing Corporation with respect to the request for Board of Governors approval for the subject financing.  Based upon the information provided, the Corporation feels that with the current lack of adequate student residences and the number of students seeking on-campus housing who have been turned away, there will be adequate demand to support the construction of additional student residences.  Additionally, the pledged revenues have historically generated positive debt service coverage and are projected to continue to provide adequate debt service coverage in the future based on what appear to be reasonable assumptions as to revenue and expenditure growth.  Further information provided by the University supports the conclusion that the parking garage being constructed with proceeds of the housing revenue bonds is functionally related to the housing system.   Also, it appears that the proposed financing is in compliance with the Florida Statutes governing the issuance of university debt and 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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