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Student Residences Phase XI, 

And Associated Improvements 

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.  Phase X currently under construction will be the third student housing facility in the South Village and will provide an additional 400 beds to the housing system for a total of 3,158 rentable beds on the main campus. The proposed Student Residences Phase XI project is an existing student apartment complex located approximately one mile from the main campus. The project consists of six three story buildings that contain approximately 504 private bedrooms and baths in 144 apartment units of three and four bedrooms each. Each apartment also contains a full kitchen, dining area and living room. The complex also contains a clubhouse/administrative building, pool and parking. The project will be added to the campus shuttle system and the FGCU police department security oversight. It will bring the total beds available in the main campus housing system to 3,662.
Facility Site Location:
The proposed Student Residences Phase XI project is located approximately one mile from the main campus of Florida Gulf Coast University. The project is not required to be included in the Master Plan because it is not contiguous to the main campus.   
Projected Start and

Opening Date:
It is anticipated that the acquisition of the Student Residences Phase XI project will be completed by October 2010 and is already occupied by many FGCU students.  Since early July, FGCU and the current operator of the complex have been cooperating to lease only to qualified FGCU students.
Demand Analysis:
The primary targeted market for Student Residences Phase XI 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 1,000 students in fall 2010 and 1,062 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 and Phase X is currently under construction.  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.

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. In fall term 2009, over 200 students were on a waiting list for campus housing and as of June 2010, there were 412 students on a waiting list for fall term 2010. The University historically captures approximately 23% of their total headcount in on-campus housing and anticipates that the demand for on-campus housing will remain strong.
Project Cost and
Financing Structure:
The cost for the proposed Student Residences Phase XI purchase and associated improvements, equipment, furnishings and deferred maintenance is approximately $16.1 million.  The project will be financed with fixed rate, revenue bonds issued by the Florida Gulf Coast University Financing Corporation in an amount not to exceed $17,000,000.  At $17,000,000 the cost per square foot is $69.19 and $33,829 per bed including land. This represents a significant savings from FGCU’s current all-in cost of financing, construction and equipment for new student residents of $169.25 per square foot and $51,724 per bed excluding land. The bonds will be structured with a 30-year final maturity and level annual debt service payments with the first principal payment occurring February 1, 2012.  The bond size includes $660,804 capitalized interest during the lease-up 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 is acquired in Fiscal Year 2010-2011, 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, Series 2008A and Series 2010A currently outstanding in the total principal amount of $128,485,000.
Pledged Revenues and 
         

Debt Service Coverage:
During fiscal year 2010-2011 debt service will be paid from capitalized interest. For fiscal year 2011-2012, the first full year of operation as part of the University housing system, and for fiscal years 2013 and 2014 pledged revenues from the project only are expected to produce debt service coverage ratios of 2.76x, 1.96x and 2.07x, respectively. 
For the entire system, during the past five year period from fiscal year 2005-2006 to 2009-2010, pledged revenues grew from $5,255,055 to $10,113,479 resulting in debt service coverage which ranged from 1.82x in 2005-2006 to 1.94x in 2009-2010.  For fiscal years 2010-2011 to 2014-2015, pledged revenues for the system are projected to grow from $11,369,231 to $15,973,232 with coverages ranging from 1.77x in 2010-11 during the capital interest period and 1.53x in 2011-12 to  1.67x in 2014-15.  In fiscal year 2011-12, the first year the facility is expected to be operated at 100% occupancy, the debt service coverage ratio for the housing system is projected to be 1.53x based upon debt service which includes principal and a full year’s interest. 
 
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.  This rate appears reasonable based on the current market. The projected pledged revenues are based, in part, upon a 3%-5% annual rental rate increase for the new and existing facilities and a 3% annual increase in salaries and operating expenses.  (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). 

Type of Sale:
The University is requesting approval for a competitive sale of the Bonds. A competitive sale is the best method for implementing a fixed rate financing to achieve the lowest borrowing cost.
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 acquisition 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.  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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