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• OSU-Cascades has started construction on an Academic Building, and wishes to begin
construction for the companion residence hall and dining/academic center immediately

• The Board approved $42 million for the project in the University’s capital plan, although
requested that a pro forma be provided to the F&A Committee prior to proceeding

• The pro forma reflects a construction schedule that targets completion in December 2016,
allowing for approximately 90 students to move into the residence hall in January 2017

• During the fall term of 2016, OSU will provide temporary housing and dining options for
students

• The costs of providing this interim housing and dining solution ($800,000), together with
lower occupancy in the first year is estimated to result in a net cost of $940,000 compared to
full-year operation

• Based on assumptions for enrollment and resulting housing demand for a targeted
December 2016 completion, the pro forma results are:

– Year 12 of operations is the first year estimated Net Revenue exceeds Debt Service
– Cumulative annual losses through Year 11 are estimated to total $5.9 million
– Breakeven is estimated to occur in 2038; Year 22 of operations

Executive Summary of  Financial Review
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Key Observations
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• The project pro forma is based on assumptions that seem reasonable given the enrollment
goals of OSU-Cascades

– The lack of any track record for a residence/dining facility at OSU-Cascades make assumptions
about enrollment, occupancy, and pricing more difficult and untested

– The housing/dining pricing assumptions are about average for similar residence halls in Corvallis,
and similar to COCC’s new residence hall (some plans are cheaper and some more expensive)

– The stabilized occupancy assumption of 93% is comparable to the Corvallis occupancy rate of 93%
– Lack of housing in Bend (<1% vacancy rate) is a factor in determining pricing/occupancy
– Rental rates for the academic center are based on rent levels recently negotiated in Corvallis, and

comparable to rent levels in Bend for similar furnished space
– Dining revenues and expenses are based on estimates from OSU University Housing and Dining

Services (UHDS)

• The projected enrollment and housing demand data assumes an OSU-Cascades partnership
with INTO University Partnerships (IUP) similar to the IUP partnership in Corvallis

• The pro forma does not address major repair and replacement needs or required capital
reinvestment over the project life. OSU-Cascades will look for opportunities to begin
addressing funding for major capital investments and replacements as the campus expands
and new revenues are realized



• Timeline for a December 2016 completion requires:
– Mobilize construction in October 2015
– Procure shop drawings and structural steel in October 2015
– Finish site work, which is underway, in November 2015
– Permits from City of Bend by November 23, 2015
– Residence Hall and Dining construction October 2015 to December 2016

• If possible, OSU-Cascades will strive for earlier completion, which would be expected to
reduce the first year pro forma loss

Key Timeline Milestones
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Projected Enrollment and Housing Demand
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Assumptions Relating to Housing Demand:
25% of Central Oregonians live on campus
90% of Other Oregonians live on campus
90% of Non residents live on campus
10% of Upper and Grad students live on campus
33% retention between 1st and 2nd years

2014‐15 information is actual Fall 2014 data, as indicated by an “A”
2015‐16 information is based on 2015 1st week enrollment, as 
indicated by an “F”

* Upper includes new program enrollment and transfers
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• Current enrollment projections support strong demand for the new housing project
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Pro Forma Results – Planned December 2016 Completion
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• Operations Year 12 (FY 2028) is the first year Net Revenue exceeds Debt Service
• Cumulative annual losses through Year 11 total $5.9 million
• Breakeven is estimated to occur in Year 22 (2038)

Operating Pro-Forma Year 1 Year 2 Year 3 Year 5 Year 10 Year 20
Occupancy 30% 87% 93% 93% 93% 93%
Housing Revenue $667,786 $2,355,757 $2,593,770 $2,751,731 $3,190,010 $4,287,107 
Dining Revenue 423,191 1,361,212 1,498,742 1,590,015 1,843,263 2,477,192 
Facility Rental Income 294,567 612,386 636,558 687,812 834,802 1,230,131 
Other 24,766 109,324 120,370 127,700 148,040 198,953 
Total Revenues $1,410,310 $4,438,680 $4,849,439 $5,157,258 $6,016,115 $8,193,382 
General Operating Expenses 1,441,626 2,409,260 2,550,846 2,706,193 3,137,219 4,216,160 
University Assessments 110,052 120,206 127,277 135,028 156,535 210,370 
Temp housing & dining cost 800,642 

Total Operating Expenses $2,352,320 $2,529,466 $2,678,123 $2,841,221 $3,293,754 $4,426,530 

Net Revenue Available for Debt 
Service ($942,010) $1,909,214 $2,171,316 $2,316,037 $2,722,361 $3,766,852 

Debt Service Payments 561,028 2,859,113 2,861,825 2,861,738 2,862,263 2,857,238

Net Revenue After Debt Service ($1,503,039) ($949,899) ($690,509) ($545,701) ($139,901) $909,614 

Debt Service Coverage (1.68x) 0.67x 0.76x 0.81x 0.95x 1.32x



• OSU-Internal Bank (IB) will provide a long term capital loan to fund the project costs
• The OSU-IB borrowing will be de-coupled from the OSU bonds and, therefore, may be

adapted to the circumstances and available funding
• OSU bonds are expected to be issued in the first half of 2016
• For the pro-forma analyses, it has been assumed:

– OSU-IB will provide construction period financing at the OSU-IB short term rate of 2.25% through
completion

– Long term financing will be provided at a long term rate of 5.25%, a reduction of approximately 0.50%
from the standard OSU-IB long term rate for combined taxable and tax-exempt loan

– In years in which expenditures (including interest) exceed revenues, the unpaid interest will be added
to the corpus (principal) of the long term loan

– In years that there are revenues remaining after payment of expenditures and interest, principal will
be reduced

• Based on the pro forma results, the long term financing is estimated to be repaid within 30
years, subject to consideration for extraordinary capital repairs, replacements and other
capital investments in the project

Management of  Long Term Project Financing
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Sample Cash Flow to Cover Initial Losses
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Operations Operations Operations Operations Operations Operations Operations

Year 1 Year 2 Year 3 Year 5 Year 10 Year 20 Year 30

Fiscal Year End 2017 2018 2019 2021 2026 2036 2046

Pro Forma Revenue Available for Debt Service $(942,010) $1,909,214 $2,171,316 $2,316,037 $2,722,361 $3,201,514 $5,234,318 

Beginning Balance (equal to operating loss in year 1) $942,010 $954,374 $0 $0 $0 $0 $0

Annual Accrued Interest 12,364 50,105 0 0 0 0 0

Principal (Subtracted from the Loan Balance) 0 954,374 0 0 0 0 0

Total Debt Service $12,364 $1,004,479 $0 $0 $0 $0 $0

Unpaid Interest (Added to the Loan Balance) (12,364) 0 0 0 0 0 0 
Ending Balance $954,374 $0 $0 $0 $0 $0 $0

Amount available for long term debt payments 

• Operating losses in FY 2017 need to be funded on a short term basis
• The operating losses are projected to be recovered in Year 2 of operations, before

debt service on long term project loan
• After operating losses are recovered, net revenues would be applied to payments on

the long term project loan



Sample Internal Bank Funding for Project
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Operation of OSU-Internal Bank Loan
Operations Operations Operations Operations Operations Operations Operations

Year 1 Year 2 Year 3 Year 5 Year 10 Year 20 Year 30

Fiscal Year End 2017 2018 2019 2021 2026 2036 2046

Pro Forma Revenue Available for Debt Service $(942,010) $1,909,214 $2,171,316 $2,316,037 $2,722,361 $3,201,514 $5,234,318 

Available after operating loan payment 0 904,705

Long Term Capital Loan

Beginning Loan Balance (with construction period interest) $42,745,000 $43,306,028 $44,674,860 $44,961,057 $44,380,177 $35,465,486 $4,941,910 

Annual Accrued Interest 561,028 2,273,566 2,345,430 2,360,455 2,329,959 1,861,938 259,450 

Principal (Subtracted from the Loan Balance) 0 0 0 0 392,402 1,339,576 4,941,910

Total Debt Service $561,028 $2,273,566 $2,345,430 $2,360,455 $2,722,361 $3,201,514 $5,201,361 

Unpaid Interest (Added to the Loan Balance) (561,028) (1,368,832) (174,114) (44,419) 0 0 0 

Ending Loan Balance $43,306,028 $44,674,860 $44,848,974 $45,005,475 $43,987,775 $34,125,910 $0 

• Based on the assumptions in the pro forma and funding plan, the long term financing is
estimated to be repaid within 30 years, subject to consideration for extraordinary capital
repairs, replacements and other capital investments in the project

• Principal and interest will be added to the corpus of the long term capital loan through
Operations Year 5 (2021)

• Interest repayments are estimated to begin in Operations Year 6 (2022) after which the
principal amount of the loan would then begin amortizing



Summary of  Financial Review
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• Despite earlier delays due to legal challenges, OSU-Cascades is positioned to proceed with
construction of the Housing and Dining/Academic Center for completion in December 2016

• The project budget is within the $42 million approved in the University Capital Plan
• To the extent possible, OSU-Cascades will move the completion schedule earlier which

should improve the first year operating results
• In any scenario, operations result in operating losses for a number of years, specifically

$5.9 million over 11 years in the planned scenario
• The pro forma results depend on the assumptions about enrollment, pricing and cost,

although it is believed this pro forma is conservative in estimates, despite the lack of a direct
track record for a residence/dining facility at OSU-Cascades

• The pro forma does not provide funding for expected major capital investment and
replacements that may be required over the 30-year horizon. OSU-Cascades will look for
opportunities to begin addressing funding for major capital investments and replacements as
the campus expands and new revenues are realized

• The dining hall provides capacity to serve additional future housing projects which would
participate in funding the overhead expenses of the facility

• Despite the early year losses, the pro forma shows the project supporting costs and debt
service over 30 years

• Like any long-range forecast or pro forma, actual results will be impacted by operating
decisions made each year and, therefore, are expected to be different from those shown



Questions Regarding Pro Forma

???
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• The University plans to issue Revenue Bonds for IT Projects ($10 million) and OSU-Cascades
($42 million) in early 2016

• The following does not reflect general changes to financial condition, which may occur
• Most impacts will begin in FY 2017, when University bond payments are first made

Impact of  Proposed 2016 Financing on Key Ratios
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Debt Policy Ratios Desired 
Direction

Projected 
2016

Projected 
2017

Projected 
2018

Viability Ratio (balance sheet leverage ratio)
Before New Debt 1.03 1.07 1.11 
With Cascades Debt ($42 million) 0.93 0.96 1.00 
With Cascades and IT Debt ($52 million) 0.91 0.94 0.98 

Primary Reserve Ratio (income statement leverage ratio)
Before New Debt 43% 43% 43%
With Cascades Debt ($42 million) 43% 43% 43%
With Cascades and IT Debt ($52 million) 43% 43% 43%

Debt Burden Ratio (affordability ratio)
Before New Debt 3.7% 3.7% 3.7%
With Cascades Debt ($42 million) 3.7% 4.0% 4.0%
With Cascades and IT Debt ($52 million) 3.7% 4.1% 4.0%

Debt Service Coverage (affordability ratio)
Before New Debt 3.3 x 3.2 x 3.2 x
With Cascades Debt ($42 million) 3.3 x 3.0 x 3.0 x
With Cascades and IT Debt ($52 million) 3.3 x 2.9 x 3.0 x

Debt / Revenues (income statement leverage and affordability ratio)
Before New Debt 43% 41% 40%
With Cascades Debt ($42 million) 47% 46% 44%
With Cascades and IT Debt ($52 million) 48% 47% 45%



• Major Revenue Assumptions

• Major Expense Assumptions

• Adjustments for Year 1 of Operations (Base Case)

• Temporary Housing and Dining Assumptions

Appendices to Pro Forma
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Major Revenue Assumptions (Page 1 of  2)

14

Revenues Calculations / Data Source
Housing Revenues:

Academic Year Room Rates
(per bed; 9-month lease)

Summer Room Revenue

Double with Shared Bath: $7,508 per bed
Double with Private Bath: $9,881 per bed
Single with Private Bath: $12,636 per bed
Triple with Private Bath:    $5,288 per bed
2 Bedroom Apartment:      $12,051 per bed

30% of academic year rates ($2,252 and $2,964 per bed)
30% occupancy rate (88 beds out of 296 beds)
Doubles with Shared or Private Bath are the only summer offerings

Dining Revenues:

Academic Year Rates
(annual rate, 3 plan choices)

Summer Rates/Volume

21 meal plan:       $4,620 
17 meal plan:       $4,200 
13 meal plan:       $3,435

Cash transactions equal 25% of revenue from meal plans

Offer 13 meal plan at 30% of academic year rates ($1,031)
Serve 88 meal plans based on summer housing occupancy rate

Note: All prices and expenses are shown in FY 2017 dollars.



Major Revenue Assumptions (Page 2 of  2)
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Revenues Calculations / Data Source
Academic Center Rental 
Income

Academic Center rental income is estimated based on $3.20 per 
sf per month (FY 2017 rate) on 14,525 sf plus utilities - based on 
OSU-Corvallis rate in the INTO Corvallis agreement

Data & Miscellaneous Fees $250 data fee per room and $150 miscellaneous fee per room

Inflation Adjustments All prices increase by 3% per year, except for academic center 
rental income that is projected to increase by 4% per year 
(consistent with the INTO Corvallis agreement

Note: All prices and expenses are shown in FY 2017 dollars.



Major  Expense Assumptions
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Operating Expenses Calculations / Data Source

Housing Staffing Operated by UHDS, with staffing, service and program approach as in 
Corvallis but adjusted for the scale of the initial campus populationDining Staffing

Salaries Based on the OSU Classification and Compensation system

Benefits $15,000 fixed cost per employee + 30% of salary 

Maintenance 114,444 sf at current cost of maintenance for UHDS of $2.88/sf

Utilities 114,444 sf at current utility cost for UHDS in Corvallis of $2.16/sf

Janitorial $383 per available beds consistent with current cost for janitorial in Corvallis

Data $202.98 per resident, per year (provided by Corvallis IT)

Food expenses 40% of dining revenues, consistent with current cost of food in Corvallis

Marketing $35,000 annually

University Assessments 5% of expenses

Inflation Adjustments All expense categories shown above are in Fiscal Year 2017 dollars and are
projected to increase by 3% per year

Note: All prices and expenses are shown in FY 2017 dollars.



Adjustments for Year 1 of  Operations (Base Case)
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Operating Expenses Calculations / Data Source

Housing Staffing Operated by UHDS; accounts for certain positions that need to be filled in 
advance of the openingDining Staffing

Maintenance

7.5 months (half a year operations plus 1.5 months expenses accounting for 
higher startup costs) of full-year annual expenses

Utilities

Janitorial

Data

Food expenses 40% of dining winter and spring quarter revenues plus 1/8th of these costs 

Marketing $35,000 annually

University Assessments 5% of expenses

Note: All prices and expenses are shown in FY 2017 dollars.

Operating Revenues Calculations / Data Source

Housing Revenues 25% discount for fall 2016 term due to temporary housing solution; full costs 
charged for winter and spring 2017

Dining Revenues Regular Dining Revenues, but revenues will be credited back to students 
during temporary dining period ($140,000 assumed for full fall quarter)

Academic Space Rent One-half year of rent revenues to account for winter and spring availability of 
the space



Temporary Housing and Dining Assumptions
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Note: All prices and expenses are shown in FY 2017 dollars.

• Temporary housing and dining expenses for Fall Quarter are estimated at approximately
$800,000:

– Temporary housing expenses of approximately $486,000 based on 45 rooms to house
90 students rented at $120 per day for 90 days

– Expenses for temporary dining of approximately $137,000 based on $1,517 per student for
90 students

– Crediting back approximately $140,000 of dining revenues
– Other expenses such as moving expenses and damages of approximately $177,000

• The $800,000 temporary housing expenses include estimated foregone dining revenue of
approximately $140,000 of revenue because the dining center will not be fully operational

– The dining/academic center are currently planned to be completed before the residence hall
– Earlier opening of the dining center may reduce the amount of revenue foregone

• Depending on timing for completion of the residence hall and dining center, these costs
may be able to be reduced


