TAB N
FY2019 Capital Budget Amendment
BACKGROUND
The university is seeking approval for an amendment of $20 million to the capital project budget
for the Upper Division and Graduate Student Housing project. A summary of the budget and
funding sources is provided in the following table.

Board
Approval
Date
Initial
Budget
Proposed
Amendment
Project
Total

June 2017

Total

OSU-paid
revenue
bonds

$30,000,000

$30,000,000

$20,000,000

$20,000,000

$50,000,000

$50,000,000

JUSTIFICATION
Three independent market studies conducted by OSU over the past 10 years have indicated
significant unmet demand for beds for upper division students and a need to reconfigure
University Housing and Dining Services (UDHS) campus housing units to better meet the needs
of current and future students. UHDS currently has 300 rooms that were designed to be doubleoccupancy which now house three people, resulting in 900 student residents who are impacted
by oversubscription (meaning these students may not be able to secure their desired housing or
are placed into unwanted triple assignments). As the university focuses on enrollment growth
among transfer and upper-division student populations, UHDS finds it lacks enough housing of
the types that are attractive to upper division students.
Consistent with both OSU’s strategic plan and the UHDS housing strategy, over the next 20
years, UHDS intends to grow and renew its overall housing stock at a moderate rate,
commensurate with the need to both ease the oversubscription of current housing occupancy
and accommodate predicted modest growth in on-campus student populations. This increase in
student housing will be coupled with a rebalancing of residence hall room types to meet the
needs and desires of the changing student demographics over the next 30 to 40 years.
The current project will serve upper division undergraduate and graduate students, offering
more in-demand studio-style living units that are not currently available while simultaneously
addressing oversubscription within other unit types.
UHDS proposes to develop 288 studio housing units (serving 288 to 325 occupants), located on
the blocks bounded by 11th and 9th Streets, and Madison and Monroe Avenues.
UHDS developed a project pro forma in fall 2016, and in June 2017, the Board of Trustees
approved a $30 million on-campus housing project that would provide 150-250 units and 200400 beds. As the project moved through the programming, schematic design, and design
development phases during fall 2017, three issues arose impacting the original project
assumptions:
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1. The market demand is for studio units, and the construction cost per bed for this type of
unit is greater than for typical residence hall style rooms.
2. The square footage of the building proposed to be constructed would need to increase
significantly in order to have the number of studio units needed for a financially viable
residential housing project.
3. The historical per-square-foot construction cost that was used in fall 2016 to initially
forecast this development did not adequately consider the rate of construction cost
escalation that has occurred nationally over the past two years.
The impact of these factors is that the housing project will cost a total of $50 million to construct,
$20 million more than originally approved. At this projected higher cost, with refinements in the
housing type and conservative occupancy estimates, the project is financially sustainable,
meeting all obligations for bond repayment and facility renewal (Figure 1). The 30-year
cumulative positive cash flow is $13.8 million. In year 8, the project has the first single year of
positive cash flow. In year 24, the cumulative project cash flow is positive, and the net present
value of the project’s cash flows is positive, indicating a financially strong and self-sustaining
project.
FUNDING FOR THE PROPOSED BUDGET AMENDMENT
The additional $20 million for the Upper Division and Graduate Student Housing project will be
funded by proceeds of OSU-revenue bonds (see Figure 1). The impact of the budget
amendment on the university’s operating budget is minimal, as are the cumulative impacts on
the financial ratios in the Ten-Year Business Forecast, as shown in Figure 2. The Upper
Division and Graduate Student Housing project uses a portion of future revenue bond debt
capacity that is projected in the Ten-Year Business Forecast, and this reduces the debt capacity
available for other future projects. Accordingly, appropriate adjustments to future project plans
will be included in the next update of the Ten-Year Business Forecast.
RECOMMENDATION
Staff propose that the Finance & Administration Committee recommend to the Board that it
approve the capital project budget of $50 million for the Upper Division and Graduate Student
Housing project.
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Figure 1. Pro forma for the OSU Corvallis Upper Division and Graduate Student Housing capital project.

NPV = Net present value is the difference between the present value of cash inflows and cash outflows over a period of time. NPV is
used in capital budgeting to analyze the financial viability of a projected project. The discounted NPV rate in this pro forma is 5.25%.
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Figure 2: Financial ratios for the Ten-Year Business Forecast with updated Upper Division and
Graduate Student housing project costs. The black line represents the ratios presented to the
Board in the 10-year forecast in January 2018, and the blue line illustrates the ratios with project
updates since that time.
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