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Project Description:
The proposed housing expansion project will be constructed on the University of West Florida main campus and will provide an additional 250 beds to the existing 1,760 beds in the housing system. The project will be constructed with a combination of single and double bedroom suites sharing common bathrooms. In addition, the new housing facility will provide community space for student learning and programming as well as a convenience dining venue.  

The project is included in the current Campus Master Plan. 

Facility Site Location: 
The proposed project will be located in the portion of the main campus of the University of West Florida currently containing the newest of the University’s residence facilities; Heritage, Martin, Pace and Argo Halls. With the completion of the project, UWF will house about 1,250 students in this area, increasing density to enhance the residential neighborhood in the central campus. 

Projected Start and 
Opening Date: 
It is anticipated that construction of the project will commence in March 2011 and that the project will be open and available for occupancy in August 2012. 

Demand Analysis: 
The primary targeted market for the project is sophomore and junior undergraduate students with particular emphasis on retaining the University’s growing “first time in college” student population. Currently, the University houses 50% of first-time in college freshmen in campus housing, and the University has a strategic goal to increase retention of these students.

The University of West Florida student headcount enrollment on the main campus has increased from about 9,000 in 2001-02 to over 9,800 in 2010-11.  In this same ten year period, UWF experienced a 108% increase in student enrollment from Florida counties outside the Panhandle and 46% increase in enrollment from outside of Florida.  These trends have significantly enhanced the demand for on-campus housing.

Since 2006, the housing system has averaged 102% occupancy.  Generally, demand for additional housing is shown through a waiting list of students interested in on-campus housing; however, UWF does not maintain a waiting list.  Therefore, determining demand for additional housing is more speculative.  The University retained the consulting firm Brailsford and Dunlavey to assess the need for additional housing.  According to their 2010 research survey, the 2012-13 unmet demand for dorm space was projected to be between 315 and 583 new beds, based on projected enrollment growth. 

UWF’s main campus FTE for 2009-10 was 6,459, with a target FTE of 7,431 by 2015-16, for an average annual growth rate of 3%. 

Project Cost and 
Financing Structure: 
The total project cost, which includes construction and associated design costs, is estimated at $18.8 million, and will be funded through bond proceeds and an approximately $3.5 million contribution from the Foundation. The project will be financed with fixed rate, tax-exempt revenue bonds  issued by the University of West Florida Foundation, Inc. (the “Foundation”) through the Escambia County Housing Finance Authority (the “Authority”), on behalf of the University of West Florida, in an amount not to exceed $18,000,000.   The bond issue will be structured with a 30 year final maturity and approximately level debt service. The Foundation plans to obtain bond insurance at a cost of approximately $550,000, and purchase a surety bond to fund a debt service reserve fund.  Approximately $1.2 million of the debt will be used to fund capitalized interest during the construction period.  

Additionally, the Foundation plans to issue debt not to exceed $12,500,000 to refund its outstanding 1998 debt to achieve debt service savings, should the conditions at the time of issuance favor such a transaction. The term of the 1998 Issue will not be extended.  Information provided by the university shows level annual savings and present value savings of over 5%, which is consistent with the debt management guideline.  If market conditions do not permit the refunding at appropriate savings, the Foundation will proceed with only the $18 million in new money financing.  All previous long-term debt of the Foundation has been issued using the Authority as the conduit. 

Construction of the project will be administered by the Foundation under the supervision of the University of West Florida which is consistent with the construction 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 on parity with the system’s outstanding debt. These revenues are derived primarily from rental income, damage charges, summer special event rentals, and other miscellaneous collections after deducting operating and maintenance expenses. When the facility opens in Fiscal Year 2012-2013, the projected rental rate for fall and spring semesters is $2,690 per bed for double occupancy and $2,975 per bed for single occupancy. These rates are consistent with rental rates for existing facilities at UWF and in the State University System.

The debt will be issued on parity with the current outstanding Dormitory Revenue Bonds, Series 1998, 2005, and 2009, issued by the Authority on behalf of the Foundation and currently outstanding in the aggregate principal amount of $43,630,000.  If the refunding debt is issued, the 1998 Bonds will be retired with a portion of the proceeds of the 2010 Bonds.

Pledged Revenues and 
Debt Service Coverage: 
According to the forecasts provided by the University, the system is expected to generate net pledged revenues of $6,890,211 in fiscal year 2012-2013, which would produce a debt service coverage ratio of 1.50x. For the second year of operation, the system is expected to generate net pledged revenues of $7,361,965 which would produce a debt service coverage ratio of 1.60x.  For the entire system, during the past five year period from fiscal year 2005-2006 to 2009-2010, net pledged revenues ranged from $3,905,825 in 2005-2006 to $4,130,637 in 2007-2008 before declining to $3,954,519 in fiscal year 2009-2010 due to increases in costs outpacing revenue growth.  This resulted in debt service coverage which ranged from 1.33x  to 1.81x in 2009-2010 when Heritage Hall opened.  For fiscal years 2010-2011 to 2014-2015, net pledged revenues for the system are projected to grow from $5,058,271 to $7,860,155 with estimated coverage of 1.91x in 2010-2011, 1.59x in 2011-2012, 1.50x in 2012-2013, 1.60x in 2013-2014 and 1.71x in 2014-2015. It has been assumed that interest payments on the proposed debt during the 14-month construction period through August 2012 will be provided from proceeds of the debt. 

The projected debt service coverages have been calculated using an interest rate of 5%. The projected revenues are based, in part, upon 6% annual rental rate increases through Fiscal Year 2014-2015.  This rate is higher than the typical 5% used in similar models.  Annual operating expenses are expected to increase by 3% per year, with the exception of utilities which are expected to grow at 10% per year.

(See Attachment 2 for 5-years historical and 5-years projected pledged revenues and debt service coverage prepared based upon information provided by the University.) 

Type of Sale: 
The University is requesting approval for a negotiated sale, primarily based on the fact that UWF is not a frequent issuer of debt, and expects an underlying rating in the low A category.  If a rating in this category is received, and insurance is not obtained, the University will probably benefit from the pre-marketing of the bonds to better explain the credit to potential institutional and retail investors.   
The University selected an underwriter, RBC Capital Markets, through a competitive selection process.  A request for proposal was prepared by the Foundation’s financial advisor, PFM.  The proposals were scored numerically based upon personnel, experience, past performance, innovation, and fees by the Foundation’s financial advisor, Foundation staff, the University’s Vice President for Student Affairs, and University staff.  The top three proposals were then evaluated by the members of the same group, along with representatives from the Escambia County Housing Finance Authority and counsel for all parties.  RBC Capital Markets was the unanimous selection of this group.  

Analysis and 
Recommendation: 
Staff of the Board of Governors and the Division of Bond Finance have reviewed the information provided by the University of West Florida with respect to the request for Board of Governors approval for the subject financing. Based upon a demand study by Brailsford and Dunlavey, the University feels that demand for the existing and proposed housing is adequate to support construction of the proposed project.  Additionally, the housing system has historically generated positive debt service coverage and is projected to continue to provide adequate debt service coverage in the future based upon projections by the University.  Based upon a review of the information provided by the University, it appears that the financing is  in compliance with the Florida Statutes governing the issuance of university debt and the Board of Governors’ Debt Management Guidelines.  Staff of the Board of Governors recommends  adoption of the resolution authorizing the proposed financing.                                                                             
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