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SUBJECT: 
A Resolution of the Board of Governors Authorizing the Issuance by the University of South Florida Financing Corporation of Debt to Finance a Medical Conference Facility in Tampa, Florida 
PROPOSED COMMITTEE ACTION
Adoption of a resolution approving the issuance of fixed rate debt, by the University of South Florida Financing Corporation (the “Corporation”) in an amount not to exceed $20,000,000 (the “Debt”) for the purpose of financing a Medical Conference Facility, the Center for Advanced Medical Learning and Simulation (CAMLS), to be located in Tampa, Florida (the “Project”).
Staff of the Board of Governors, State University System of Florida, and the Division of Bond Finance has reviewed this resolution and all supporting documentation.  The Project is different from traditional university auxiliary enterprises in that the financial success is largely dependent on projected revenue growth as described below and more fully detailed in the Project Summary.   It appears that the proposed financing is in compliance with Florida Statutes governing the issuance of university debt and complies with the debt management guidelines adopted by the Board of Governors. Accordingly, staff of the Board of Governors recommends adoption of the resolution and authorization of the proposed financing. 
AUTHORITY FOR BOARD OF GOVERNORS ACTION

Florida Board of Governors Debt Management Guidelines dated April 27, 2006; Section 1010.62, Florida Statutes; Article IX, Section 7(d), Florida Constitution; and Laws of Florida, Chapter 2010-152, Section 37.
BACKGROUND INFORMATION
The University of South Florida has submitted a proposal for the financing and construction of a new medical conference facility, the Center for Advanced Medical Learning and Simulation (CAMLS). The proposed CAMLS project (the “Project”) is to be located in the central business district of Tampa, Florida on a site to be acquired by the University from the City of Tampa.  The University executed its Land Purchase Contract with the City on June 25, 2010 and will close on the land in October 2010. The Project will contain between 55,000-60,000 square feet, including lecture halls, auditoria, a robotics lab, a virtual hospital/simulation center, a surgical skills lab, a prototype development lab and office space. The new facility will provide a location for the USF Health Professions Conferencing Corporation (HPCC) to deliver its training and testing services and will provide space for the USF Health Office of Continuing Professional Development (OCPD), the Conflict Resolution Collaborative and the Center for Transformation and Innovation, which are all contained within HPCC.  The Project is not required to be included in the Campus Master Plan since it is not located on campus. The estimated project cost is $19,900,000. 
The University of South Florida Financing Corporation, a direct support organization of the University of South Florida, proposes to obtain a fixed rate bank loan in an amount not to exceed $20,000,000 (the “Debt”) to finance the construction of the Project and pay costs of issuance. The Debt will mature not more than twenty (20) years after issuance with level annual debt service payments. 

The Debt will be secured by a lien on the gross revenues of the HPCC, as lessee. The Corporation will lease the Project to HPCC, who will be required to make rental payments equal to the annual debt service due on the Debt. The rent payments will be secured by and paid from HPCC gross revenues. These revenues will be generated primarily from HPCC programs and include exhibit fees, non-university institutional support, registration fees, training/meeting room rentals, hotel room rebates, and processing and management fees. There are no other liens against the pledged revenues and no outstanding parity debt. 
Projections provided by the University indicate that sufficient net revenues will be generated to pay debt service on the Debt.   However generating the revenues sufficient to pay debt service is highly dependent on HPCC’s ability to meet projections included in its business plan.  The historical operating income is not sufficient to support the expected debt service on the proposed Debt.  Failure to meet projections could adversely affect HPCC’s ability to pay debt service on the Debt and/or require HPCC to make budgetary adjustments or the University to provide additional moneys from some other source to support or subsidize HPCC operations.
The USF Financing Corporation Board of Directors, on June 7, 2010 and the University of South Florida Board of Trustees at its meeting June 24, 2010 approved the Project and the financing thereof.
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