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PRESENTATION OBJECTIVES

During this presentation, you will learn
more about...

» The factors that led USF to choose a public-private
partnership and the ultimately selected deal structure

» The relationship between P3 deal structures and
operating agreement parameters

» The amount of preparation required to make
educated decisions with regards to operations in a P3
structure
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UNIVERSITY OF SOUTH FLORIDA

Fall 2016-2017 Facts
» 42,803 USF Tampa students

» 8% Enrollment growth over
last 5 years

» 4.08 Average FTIC GPA
(3.91 GPA in Fall 2011)

> 95% In-state population

» University is 60 years old
(founded in 1956)



BRAILSFORD & DUNLAVEY

Inspire. Empower. Advance.

Dur mission is, to make ol oF lents the Sﬁcrohgw%towwrg
Fog&ib?& JCLYDLLZ;LOWC ‘t‘l'\& X@V@Yoymt]omw%.

440 >1,000 $35B 500+

Higher education College + University In completed higher Student housing
clients Projects education facilities projects



USF VILLAGE PROJECT

OVERVIEW



USF / B&D BACKGROUND

USF engaged B&D in Spring 2014 to..

>

Prioritize the strategic drivers that will gmde USF’s future
housing decisions

Quantify current and future demand for on-campus
housing demand at USF

Create an implementation plan that addresses how USF
should advance its system and approach deferred
maintenance

Ensure that the implementation plan maintains financial
covenants within existing debt obligations

|dentify the funding strategy that best addresses the
University’s needs



USF HOUSING OVERVIEW

Housing Background Housing Inventory (Fall 2016)
Residence Hall Year Opened Bed Count Unit Type
Bed Count Kosove 1961 242 Apt
Beta 1962 276 Traditional
4. 812 Revenue Beds Castor 1963 354 Traditonal
Epsilon 1964 226 Suite
67% Non-Apartments Ea 1964 80 Suite
Zeta 1964 80 Suite
lota 1966 60 Suite
Fall 2016 Occupancy T ot s "
. o] Lambda 1966 40 Suite
Occupancy: 106% v ot 0 e
HHH Theta 1966 38 Suite
Facilities Holly 2000 702 Apt
. Magnolia 2001 462 Apt.
Average Age 1979 Maple 2003 216 Suite
More than $90mm in Cypress 2004 292 Suite
. Cypress 2004 288 Apt
Deferred Maintenance Toer 00 o e
Poplar 2009 608 Suite
Total: 4,812




Andros Facilities
Opened Mid-

1960’s

9 Residential
Buildings (~1,000
Beds)

$52mm in
Deferred
Maintenance

No Debt Service

Generates
~$1.6mm in CF
(40% of Total
System CF)



VILLAGE PROJECT OVERVIEW

Decision to demo / replace Andros:

» Andros has been considered for replacement for many years, but
USF needed the inventory to support its L/O requirement

» Cost-benefit analysis demonstrated that renovations were too
costly and did not further USF’s strategic objectives

» Andros occupies highly-prominent land near the campus edge /
Marshall Student Center and does not support the USF brand

» Opportunity existed to elevate the quality of student housing,
create a more well-defined residential neighborhood, and deliver
a more impactful residential experience on this site



VILLAGE PROJECT OVERVIEW

2017 - 2018 USF Housing Demand

Academic Classification Enrollment Demand
Freshman / Sophomore 8,595 3,441
Junior/Senior /Other UG 20,872 2,030
Graduate 11,575 229
Total Demand 5,700
Existing Inventory 4,812
Less Andros Phase | Demo 604
Less Andros Phase Il Demo 360

| Excess Demand 1,852 |

Including the demolition of Andros, USF experiences
excess demand of 1,852 beds in Fall 2017




VILLAGE PROJECT OVERVIEW

$132.8mm

Phase | Fall 2017 /
Phase Il Fall 2018

1,996 Total Beds
(Rev. and Non-Rev.)

Indoor Recreation :
(19,280 GSF) I
I

Outdoor Pool

Dining (15,660 GSF)
Retail (5,623 GSF)
Surface Parking
Andros Demolition

Phase ||




PUBLIC-PRIVATE
PARTNERSHIP BASICS



P3 BASICS

Institution owned, Institution not- Developer owned, design and
operated, designed, for-profit owned, build through a ground lease.

financed ground lease Managed by institution

() () ()
TRADITIONAL FULL
DEVELOPMENT PRIVATIZATION

Institution owned, Unrelated not-for- Developer owned, design
operated, financed / profit owned, and build through a ground
“turn-key” development ground lease. lease. Privately managed.



P3 BASICS

WHY P3?

What are the reasons why institutions may consider a
public-private partnership?

’

»

»

Limited debt capacity or an inability to finance
Risk transfer (initial costs, budget, financing, and schedule)

Faster delivery (Time = Money)

Ability to pursue alternative procurement strategies

Development expertise

Ability to consider a range of construction standards

Management and operating expertise

Financial return (ground lease revenue, net cash flow participation)

Land assemblage




P3 BASICS
Institution MUST define the project

perate W

P3 projects have changed over time — Universities are in a
stronger position now more than ever




USF SOLICITATION

USF issued a solicitation with the following key criteria
regarding the partnership structure:

No consideration of proposals that may adversely impact
USF credit rating and/or debt capacity

Ground lease of no more than 50 years
No extraordinary equity participation percentages

Delivery of the project on time / on budget is the
responsibility of the partner

Ability to buy out the project prior to the expiration of the
ground lease based upon a purchase price calculation



P3 BASICS

Institution owned, Institution not- Developer owned, design and
operated, designed, for-profit owned, build through a ground lease.

financed ground lease Managed by institution

() () ()
TRADITIONAL FULL
DEVELOPMENT PRIVATIZATION

Institution owned, Unrelated not-for- Developer owned, design
operated, financed / profit owned, and build through a ground
“turn-key” development ground lease. lease. Privately managed.

—

For these reasons, USF decided to pursue a debt-equity
funding model = Higher Risk for Partner




OPERATING A P3 PROJECT



P3 HOUSING OPERATIONS

Why are operating terms a challenge to
negotiate in this type of partnership
structure?

Partner Perspective:
» More Risk = More Control Needed
USF Perspective:

» How to deliver a seamless experience to all housing
residents with split operating oversight



P3 HOUSING OPERATIONS

How might the operations relationship
differ in other partnership models?



P3 HOUSING OPERATIONS

There are 3 primary operating buckets that must be
considered.:
+ Residential Life (Living-Learning / RA’'s / Emergency Response)
+ Administration (Assignments / Billings / Marketing)

+ Facilities (Custodial / Routine Facilities Maintenance / Asset
Management)




P3 HOUSING OPERATIONS

For operations, USF indicated the following in the
solicitation process to potential partners:

»  USF will provide all residential life / administrative functions
(assignments / billings / marketing / programming)

» USF will consider proposals that outsource custodial and
maintenance activities

» If outsourcing occurs, seamless residential experience must exist
for students regardless of where they are living on campus

» Asset management services will be maintained by selected
partner



P3 OPERATIONS

For the P3 partner, they are concerned about the
operator demonstrating its capabilities to:

» Provide a high level of service quality
» Deliver efficient (low) cost of operations
» Meet reporting requirements

» Plan for long-term health of the asset

Understanding these operating parameters is a high
priority, especially in an equity model



P3 OPERATIONS

It U5k &y HHstE SRS A AIaUIAIB ARt
RBRTBNGPR:.

Comparing budgets requires equal assumptions



P3 OPERATIONS

Comparing Budgets Requires Equal
Assumptions

Budget Comparison
Example:

Routine Maintenance
VS.
Asset Management



P3 OPERATIONS MATRIX

To negotiate, USF needed to do its
homework...

FYE 2016 FYE 2017 FYE 2018 FYE 2019
Fall15/Spr16/Sul6 Fall16/Spr17/Sul7 Fall17/Spr18/Sul8 Fall18/Spr19/su19
Total Cost Expenses/SF  Total Cost Expenses/SF  Total Cost Expenses/SF  Total Cost Expenses/SF
Custodian Salaries & Benefits $300,000 $0.17 $309,000 $0.19 $321,000 $0.17 $330,000 $0.17
$100,000 $0.06 $103,000 $0.06 $107,000 $0.06 $110,000 $0.06
$100,000 $0.06 $103,000 $0.06 $107,000 $0.06 $110,000 $0.06
$100,000 $0.06 $103,000 $0.06 $107,000 $0.06 $110,000 $0.06
Telephones $200,000 $0.12 $206,000 $0.13 $210,000 $0.11 $215,000 $0.11
Custodial Supplies & Uniforms $50,000 $0.03 $51,500 $0.03 $53,000 $0.03 $55,000 $0.03
Custodial Equipment Maintenance $50,000 $0.03 $51,500 $0.03 $53,000 $0.03 $55,000 $0.03
Sub-Total $600,000 $0.35 $618,000 $0.38 $637,000 $0.33 $655,000 $0.33

Expenses needed to be understood down to the penny
*Not USF’s actual expenses




P3 OPERATIONS

Financial Reporting

Jul Aug Sep Oct MNov Dec
. 2018 2018 2018 2018 2018 2018

Maintenance

Appliance Repair
Appliance Replacement
Building Electric Repairs
Building Exterior Cleaning
Retail Maintenance Expense
Elevator Maintenance
Exterior Paint-Labor
Exterior Paint - Supplies
Exterior Repairs - Labor
Exterior Repairs - Supplies
Fire & Safety Equipment
HWVAC Repair

HWALC Replacement
Boiler Repair

RTU Repair

HWAC/Boiler Chemicals
Keys & Locks
Maintenance Contract
Light Bulbs

Air Filters

In this structure, the P3 partner can dictate report formatting

Total Maintenance 0] 0] 0] 0] 0] 0




P3 OPERATIONS MATRIX

Function Mgmt. Partner| Owner University

Financial Reporting - Owner Required Monthly Financial Reports X

Financial Reporting - Resident Rent Rolls, Charges and Payments (to Owner with copies to
COCM) to be included in Financial Reports

Security Officer Staffing - USF PD

Front Desk Staffing

Application Process

Assignment Process

XX |X|X[X] X

Rent Charges and Collections

Creation of Annual Budget - Asset Management X

x

Creation of Annual Budget - Administrative Senices

Creation of Annual Plan - Asset Management X

Creation of Annual Plan - Administrative Senices X

Roll Up of Asset Management and Administrative Senices Budgets for Owner X

Rate Approval by Advisory Committee (part of Total Budget Package Development and Approval) AC

Final Budget Package Submittal to Owner X

Final Budget Approval by Advisory Committee AC

Record and Book Keeping - Asset Management X

Record and Book Keeping - Residence Life

Mail and Package Distribution

X|X|X

Telephones and Telephone Senice (including cell phones) for Administrative Senices

Telephones and Telephone Sence (including cell phones) for Tenant Maintenance Senrvices;
includes phones tied to fire safety monitoring system.

Office Supplies and Equipment for Administrative Senvices X

Office Supplies and Equipment for Tenant Maintenance Senices X

Insurance Maintenance - Property X

Insurance Maintenance - Management Liability

Insurance Maintenance - Gap

XXX

Insurance Maintenance - Worker's Comp - Asset Management

Insurance Maintenance - Worker's Comp - Administrative Senices X




P3 OPERATIONS

Other Key Contract Elements
» Utility Coordination

» Indemnification
» Insurance
» Default

» Management Agreement Termination



P3 OPERATIONS

It sounds (and is) a lot of work, but...

4

The university and partner both want what is best for the project for
future years

The process allows for an in-depth understanding of whether or not
standards are being met

For the benefit of the students, institutions must understand their
expenses and operational efficiency

A P3 partner may be a new endeavor, and clear definition is
required

With a clear understanding of objectives, the institution can
measure against its vision throughout the process






DISCUSSION
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