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MEMORANDUM

Banking Committee

Board Office é’g\/

Resolution for the Abandonment of Westgate and Storms Residence Halls (ISU)

March 31, 2003

Recommended Action:

Recommend that the Board adopt A Resolution (see G.D. 8) directing the
abandonment of Westgate and Storms Dormitories at lowa State
University of Science and Technology.

Executive Summary:

Bond resolutions for lowa State University’s Residence System require
specific approval of the Board of Regents prior to the abandonment of
any units in the system.

lowa State University’s Residence System Five-Year Plan presented to
the Board in March 2003, noted that Westgate Hall, an 83-bed suite
facility, was scheduled for demolition during the summer of 2003, to be
replaced with parking.

e In its capital register this month (see G.D. 15b), the University has
included a project description and budget ($195,200) for the
demolition of the facility.

The Residence System Five-Year Plan also included the closing of
Storms Hall beginning with the 2003-2004 academic year (FY 2004).

- The Board will find and determine, under the resolution which is being

recommended for its approval, that the age and physical condition of the
existing beds are such that their economical operation as a component of
the Residence System is not possible.

The resolution also includes a determination that the net rents, profits and
income of the Residence System, without the income from the beds to be
abandoned, are sufficient to meet the specific financial requirements of
the bond covenants.
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Background:
Westgate Hall

Storms Hall

2003-2004
Room Rates

Westgate Hall, a 27,252 gross square foot facility constructed in 1955, is
located at the intersection of Union Drive and Sheldon Avenue. (A map
showing the location is included as Attachment A to this memorandum.)

The University reports that the building has exceeded its life expectancy
and that a major renovation would be needed to make it functional again.

The demolition was included in the Union Drive Neighborhood Master
Plan presented to the Board in December 2000.

The University reports that a separate project will be created to construct
a parking lot on the site in the future.

Storms Hall is part of the 256,749 gross square foot Knapp-Storms
Complex which was constructed beginning in 1965. (A map showing the
location is included as Attachment B to this memorandum.)

The Residence Hall, which is part of the Towers Neighborhood, is
scheduled to close following the current semester due to a lack of
demand; the closure will remove 580 dormitory style beds from the
system.

The closing of Storms Hall, which suffers from significant deferred
maintenance, was included in the Residence System Master Plan
presented to the Board in July 1998 and the Master Plan Progress Report
presented in July 2000.

Demolition of the building is scheduled for the summer of 2006
(FY 2007).

The proposed residence system rates presented to the Board in March
2003 and this month (see G.D. 9) do not include room rates for either
Westgate or Storms Halls for the 2003-2004 academic year.

Analysis:

Buildings to be
Abandoned

The demolition of Westgate Hall, for which a project description and
budget ($195,200) are being requested this month as part of the
University’s capital register, would be funded by Residence System
Funds.

Storms Hall would be closed at the end of this academic year, with
demolition scheduled for the summer of 2006. The demolition of this
facility would also be financed with Residence System Funds.
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Warren R. Madden, as Chief Financial Officer of the University, has
determined that the net income of the Residence System, after taking into
account the abandonment of the beds in Westgate and Storms Halls, with
adjustments for increases in the rates and the additional facilities being
incorporated into the System, will be equal to or greater than 1.35 times
the maximum annual amount (as defined in the bond resolutions) to be
due in any succeeding year for the payment of principal and interest on
all Dormitory Revenue Bonds of the University which are outstanding.

The necessary certification is included as Attachment C to this
memorandum. Although the certification makes specific reference to the
proposed bond issuance of $21,575,000 Dormitory Revenue Bonds, the
Board’s bond counsel has advised the Board Office that this certification
can also be used for the abandonment of the two buildings since the
financial proforma in Attachment C includes the abandonment of
Westgate and Storms Halls.

Copies of the resolution directing the abandonment, which was prepared
by the Ahlers law firm, are available from the Board Office.

h:\b#/2003/aprdoc/aprbc05.doc
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IOWA STATE UNNERSI l Y ' ‘ Oflice of the Vice Prgﬂidcm '

lor Busi nd Fiue
OF SCIENCE AND TECHNOLOGY . or PUSITCSS A TIMAR
_ . : ' 1340 Beardshear Hall

Anes, Jowa 5001 1-2048

CERTIFICATE OF FINANCYAL OFFICER 55 3+0'®2
' e , FAX 515 204-1621

TO THE BOARD OF REGENTS, STATE OF IOWA:

.As the Financial Officer of the Iowa State University of Science and Technology, I have
_prepared the following certification of the estimated net revenues of the Residence
- System (as defined in the resolution adopted by the Board of Regents, State of Towa (the
- “Board™) on June 18, 1964 to authorize the issuance of its $14,950,000 Dormitory -
. Revenue Bonds, Series 1.S.U. 1964 A, and in subsequent resolutions authorizing the

- - issuance of various series of outstanding dormitory revenue bonds ranking on a parity
therewith. ' : ' :

- In order to comply with the requirements and limitations provided in said
resolution and in subsequent parity bond resolutions applicable to the issnance of
. additional dormitory revenue bonds ranking on a parity, I make this certification

~ specifically with respect to the proposed issuance of $21,575,000 Dormitory Revenue
Bonds, Series 1.S.U. 2003. ‘ .

I certify that it is my opinion based upon necessary investigations that the net
revenues of the Residence System available for debt service will not be less than 150% of -
 the maximum amount that will become due for both principal and interest.on the e
‘dormitory revenue bonds now outstanding and the bonds proposed to be issued (assuming
‘the maturities as stated in the preliminary Official Terms of Offering dated February 28,
2003, and an average annual interest rate of 4.85% or less), in any fiscal year priorto the -~
~ longest maturity of any of the presently outstanding bonds which are payable through July = -
. 1,2029. Jn compliance with the terms of the outstanding dormitory revenuc bonds, "net

- revenues of the System available for debt service" as used herein. consists of the estimated o

average annual net revenues for the entire System (based upon not greater than 93% S
| ‘'o¢cupancy of residence hall, dormitory and dining facilities capacity as determined by the
‘regulations for occupancy and use now in effect), including those facilities now in - -

~ operation, those now under construction and those being financed through the issuance of ..
- 'the proposed additional bonds, respectively, for the first two fiscal years after completion

~ of the facilities to be pajd for from the proceeds of each series of the proposed additional -
- bonds. - S .

I have further invesﬁgatcd, and it is my opinion, that the net rents, profits and income of
the Residence System for the last completed fiscal year ending June 30, 2002, including
‘earnings from investments, exceeded 135% of the amount of principal and interest due in
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that fiscal year. 1 further certify that payments required by the outstanding bond
resolutions to be made into the Dormitory Revenue Bond Sinking Fund or the Bond
Reserve Fund are not in arrears and that no additional amount of capitalized interestis -
required to be included in the bond issuance to maintain such coverage at the rate of
135% for the construction period. I further certify that the facilities to be constructed ~ B
from the proceeds of the Series 1.S.U. 2003 Bonds will be completed and first available to f

- the University for a ful] ﬁscal yea:r beginning July 1 2006. . '

Before presenting ﬂ'\ls certificate to the Board, I have submitfed the same to the Auditor
of State, being the independent public accountant who made the last audit of the |
-+ Residence System, for comments as to the basis upon which estimates are made herein as
‘to revenues to be derived from facilities not now in operations and submit the comments
of said Auditor of State with this certificate. Attached hercto are tables setting forth my
opinion as stated above with respect to net revenues of the Residence System available

for debt service in the first two fiscal years after completion of the facilities to bc paid for L

. from the procccds of the additional bonds proposed to be issued.

A

| .Warren R. Madden

o Vice Preszdent for Business and Finance -

356116\14722.230
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