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Project Summary

Florida A&M University
Student Housing Project
Project Description:
Florida A&M University currently has 2,483 available beds in student residences on the main campus.  The proposed project will renovate two historic residence halls, Sampson and Young, which have been offline for several years. The renovation work includes redesigning the interior to meet new building code requirements while preserving historical elements, retrofitting for energy efficiency, removing environmental hazards and refurbishing. Sampson Hall will consist of approximately 160 beds and Young Hall approximately 80 beds. The renovation will provide for a total of approximately 2,723 beds on the main campus. 

The project is included in the current Campus Master Plan. 

Facility Site Location:
Sampson and Young residence halls are located in the central area of the Tallahassee main campus.
Projected Start and

Opening Date:
It is anticipated that construction will commence in August 2010 and will be available for occupancy in July 2011.   

Demand Analysis:
The primary targeted market for the project will be traditional single, undergraduate students.

The University has a policy requiring freshmen and first time in college students to live on campus. Occupancy rates for the undergraduate halls for the fall 2009 term were 100% and the waiting list for on-campus housing for fall 2009 exceeded 350 students. It is anticipated that enrollment will increase at an annual rate of 3%. The addition of new beds into the housing system will enable the university to better achieve its objective of housing 25% of fall headcount. 

Project Cost and 
Financing Structure:
The proposed bonds and approximately $700,000 in Federal stimulus funds for historic preservation will finance the renovation of the two dormitories, provide approximately $1.4 million for a debt service reserve fund and pay costs of issuance.  The proposed project cost for renovating the two existing facilities is approximately $14.2 million. The financing will also provide for the refunding of the Series 1992 and 1996 bonds, outstanding in the amount of $13.4 million.  The refunding will only be done if a savings can be achieved.  The total financing will not exceed $30,000,000.
The bonds will be issued with a fixed rate of interest by the Division of Bond Finance. The portion of the debt used to finance the renovation of the existing dorms is expected to have a 20 year, level debt payment structure with the first principal payment occurring in 2012. The refunding bonds, if issued, will also carry a fixed rate of interest and will be structured to match the terms of the outstanding bonds which mature in 2023 and 2025 for the Series 1992 and 1996, respectively.
Security/Lien Structure:
The bonds will be secured by a first lien on the net housing system revenues.  These revenues are derived primarily from rental income after deducting operating and maintenance expenses.   When the renovated facilities open in Fiscal Year 2011-2012, the projected rental rate for fall and spring semesters will be $2,800 per bed, per semester. These rates are consistent with market prices for traditional rooms.
Pledged Revenues and 
         

Debt Service Coverage:
During the past three year period from fiscal year 2006-2007 to 2008-2009, pledged revenues for the housing system grew from $1,601,681 to $3,264,983 resulting in debt service coverage which ranged from 1.19x to 2.40x. For fiscal years 2009-2010 to 2013-2014, pledged revenues for the system are projected to grow from $3,486,298 to $5,383,016.   Expected coverage is 2.58x in 2009-2010 and declines to 1.77x in 2010-2011 as a result of interest only from the new bond debt service and increases to 2.06x in 2013-2014.  In fiscal year 2011-2012, the first year the facility is expected to be operated, the debt service coverage ratio for the housing system is projected to be 1.84x which includes a full 12 months of principal and interest. 

 
The projected debt service coverages include the results of a refinancing of the existing debt out to fifteen years, but will only be done if a savings can be achieved. Interest rates of 4.6% for the refunding and 5.07% on the new money portion of the bonds have been used based upon a proposal from a bank. These rates seem consistent with rates the university could achieve through a public offering of the bonds.  The projected revenues are based, in part, upon a 4% annual rental rate increase and a 3% increase in operating expenses.  See Attachment 2 for 5-years historical and 5-years projected pledged revenues and debt service coverage prepared by the University. Fiscal years 2004-2005 and 2005-2006 are included in Attachment 2 but not in the analysis above due to qualified audits received by the University during previous administrations and the unreliability of the financial information for the housing system.
Type of Sale:
The Division of Bond Finance will make a determination to sell the bonds through either a competitive or negotiated sale or through a private placement with a banking institution based on market conditions and financing options available at the time of sale.  It is currently expected that the bonds will be sold through a private placement.
Analysis and
Recommendation:
Staff of the Board of Governors and the Division of Bond Finance have reviewed the information provided by Florida A&M University with respect to the request for Board of Governors approval for the subject financing.  Based upon the information provided, it appears there will be adequate demand to support the additional beds offered through the renovation of Sampson and Young Halls.  Additionally, the last three years of operations have shown the pledged revenues are generating 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.  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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