B.C.8

MEMORANDUM

To: Banking Committee

From: Board Office

Subject:  Resolution for the Abandonment of Knapp Residence Hall (ISU)

Date: April 12, 2004

Recommended Action:

Recommend that the Board adopt A Resolution (see G.D. 3) directing the
abandonment of Knapp Dormitory 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.

The update of the University’'s Residence System Master Plan included
as part of the March 2004 Governance Report on University Residence
Systems noted that Knapp Hall (Dormitory) was scheduled for demolition
during the summer of 2005.

The facility was taken off-line during the winter of 2004 but will be used to
house participants in a July 2004 conference.

The Board will find and determine, under the proposed resolution that the
age and physical condition of the Dormitory is such that its economical
operation as a component of the Residence System is not possible and
that the expenditure of substantial capital funds for rehabilitation is
precluded by the obsolescence of the facility.

The resolution also includes a determination that the net rents, profits and
income of the Residence System, after the abandonment of the facility,
are sufficient to meet the specific financial requirements of the bond
covenants.
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Knapp 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 A to this memorandum.)

The dormitory, which is part of the Towers Neighborhood, closed at the
end of the fall 2003 semester due to a lack of demand. However, the
facility will be used to house participants in a July 2004 conference.

The closing of the facility, which suffers from significant deferred
maintenance, was included in the Residence System Master Plan
presented to the Board in July 1998, the Master Plan Progress Report
presented in July 2000, and the update to the Plan included as part of the
Governance Report on University Residence Systems presented to the
Board at its March 2004 meeting.

The University plans to demolish Knapp Hall in the summer of 2005.

The University also plans to demolish Storms Hall, located adjacent to
Knapp Hall, during the summer of 2005. In April 2003, the Board
authorized demolition of Storms Hall, which was closed at the end of the
spring 2003 semester.

In June 2003, the Board granted the University permission to proceed
with project planning for the demolition of the Storms and Knapp Halls.
The cost for the demolition of the two facilities was estimated at $3 million
to $3.5 million.

When the request to proceed with the demolition was presented, the
University noted that because of the location of the buildings and their
proximity to other occupied residence halls, all demolition options for the
two buildings and phasing scenarios would be fully evaluated before
proceeding with the demolition.

The demolitions would be funded by Residence System funds.
The proposed Residence System 2004-2005 room rates presented to the

Board in March 2004 and this month (see G.D. 4) do not include room
rates for Storms or Knapp Halls for the 2004-2005 academic year.
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The University envisions bringing forward to the Board for its May 2004
meeting, a request for approval of the project description and budget for
demolition of Storms and Knapp Halls.

Engineering work and asbestos abatement will need to occur during the
2004-2005 academic year so that the facilities could be demolished
during the summer of 2005.

The bond covenants require a certification that the 135% coverage test
(net revenues of the System must equal or exceed 135% of the annual
principal and interest requirements on the outstanding bonds) will be met
after the requested abandonment.

The FY 2005 preliminary Residence System budget presented to the
Board in March incorporates the effect of the abandonment and provides
the required coverage.

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 Knapp Hall, 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 B to this
memorandum.

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

TO THE BOARD OF REGENTS, STATE OF IQW A:

As the Financial Officer of the lowa State Universily of Science and Technology, |
have preparcd the following certification of the net revenues of the Residence System {as

defined in the resolution adopted by the Board of Regents, State of lowa (the “Board™) on

May 1, 1998, to authorize the issuance of its $15,750,000 Dermitory Revenue Bonds, Series
1.S.U. 1998, and in subsequent resolutions authorizing the issvance of various series of
sutstunding dormitory revenue bonds ranking on a parity therswith.

In arder to comply with the requirements and limitations provided in said resolution
and in subsequent parity bond resolutions applicable to the abandonment of Facilitics, I make
this certification specifically with respect to the abandonment of Knapp Dormitory,

I further investigated, and it is my opinion, that the net rents, profits, snd income of -

the Residence System available for payment into the *Dormitory Revenue Bond Sinking
Fund™ after giving effect to such abandonment as shown by the annual gudit, for the fiscal
year ending Junie 30, 2003 (with adjustments to reflect any increases in rates, fees, rentals or
charges or additional facilitics being incorporated into the System) will be equal to or greater

than one and thirty-five one hundredths (1.35) times the maximum annual amountte become

due in any succeeding fiscal year for the payment of principal ol and interest on outstanding
bonds.

,’ - v o
A e ‘}() P l{w«—"

Warren R. Madden
Vice President for Business and Finance
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