B.C. 4

MEMORANDUM

To - Banking Committee

From: Board Office ”)

Subject: Resolutions for the Sale of $14,980,000 Dormitory Revenue Bonds, Series
1.S.U. 2002

Date: January 7, 2002

Recommended
Action:

Executive
Summary:

Recommend that the Board adopt the following resolutions (see
G.D. 16), subject to receipt of acceptable bids:

1. A Resolution providing for the sale and award of $14,980,000
Dormitory Revenue Bonds, Series 1.S.U. 2002, and approving and
authorizing the agreement of such sale and award.

2. A Resolution authorizing and providing for the issuance and securing

the payment of $14,980,000 Dormitory Revenue Bonds, Series
1.S.U. 2002, for the purpose of constructing and equipping a
community center and related facilities and making other necessary
improvements to existing residence halls and related facilities, all
located on the campus of lowa State University of Science and
Technology, mcludlng funding the debt service reserve fund and
paying costs of issuing the Bonds.

(ROLL CALL VOTE)

The Banking Committee is requested to recommend that the Board adopt
two resolutions related to the sale and award and issuance of
$14,980,000 Dormitory Revenue Bonds, Series |.S.U. 2002.

At its November 2001 meeting, the Board authorized the Executive
Director to fix the date(s) for the sale of the bonds, which would be sold to
finance, in part, the construction of a new community center for the Union
Drive Neighborhood Residential Community at lowa State University.

Principal on the bonds would be repaid over a period of 25 years, with
debt service of approximately $1,090,500 to be paid from the net rents,
profits and income from the operation of the residence system.

The University’s residence system is a self-supportlng operation and
receives no state appropriations.




Background:

Analysis:

Size of Bond Issue

Parity Bonds
Financial Test
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At its October 2001 meeting, the Board approved the revised design
documents for the Union Drive Community Center, which would construct

a three-story facility of approximately 58,900 gross square feet
(43,975 net square feet).

The facility would feature:

e Multiple service point food service and dining area (with a total
capacity of 876), and

e Community center program space to serve the needs of the Union
Drive Neighborhood.

Under the provisions of lowa Code §§262.55 to 262.66, the Board is
authorized to construct, equip, improve, repair, remodel, operate and
maintain residence halls and dormitories, including dining and other
incidental facilities, at the universities.

The proposed 2002 bond issue of $14,980,000 would include:
e $13,830,000 project costs;
o debt service reserve (estimated at $1,090,500); and
e issuance costs (estimated at $59,500).

Bonds ranking on a parity with outstanding bonds may be issued if one of
two financial tests is met.

One of the tests permits the inclusion of future revenues to be generated
by the facilities to be constructed.

Under the provisions of this test, a certificate which shows that the
Residence System can make the debt service payments while
maintaining all requirements of the Dormitory Revenue Bond covenants
needs to be filed with the Board.

The Certificate of the Financial Officer of the University, Warren R.
Madden, is attached to this memorandum.

The Certificate includes a table (financial proforma plan) showing the net
revenues of the Residence System available for debt service in the first
two years after completion of the facilities to be constructed with the bond
proceeds.




Residence System
Outstanding Bonds

Receipt of Bids

Bond Specifics

h:\bf\2002/jandoc/janbc04.doc
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e The financial proforma plan includes:

* FY 2003 room rate increases ranging from 0 to 10%, depending
upon the housing option, but with the rates for the majority of the
units increasing by 7.5%.

» Room rate increases for FY 2004 and beyond of 4% except for an

increase of 5% for dormitory rooms and family housing in
FY 2004.

 Dining rate increases of 6% in FY 2003 and 4% in the out years.

As part of the docket memorandum on Approval of Tuition and Fees in
November 2001, the University provided an estimated room and board
charge for the 2002-2003 school year that would be 6.4% higher than the
rate charged during the current school year.

A report of the State Auditor, who completed the last audit of the
Residence System, commenting upon the assumptions used in projecting
the revenues of the System is included in the Regent Exhibit Book.

The outstanding principal of the residence\system existing bonds, as of
June 30, 2001, is $101.6 million.

The receipt and opening of bids is scheduled for 10:00 a.m. on
Wednesday, January 16, 2002, and the award is scheduled for 1:00 p.m.
on the same date.

A representative of Springsted, Inc. will report on the bids received and
make a recommendation to the Board for award of the bonds.

Copies of the resolutions, which were prepared by Ahlers law firm and
reviewed by Springsted, Inc., are included in the Regent Exhibit Book.

Average Maturity: 19.969 Years

Bonds Dated: February 1, 2002

Interest Due: July 1, 2002 and each January 1 and July 1 to
maturity

Principal Due: July 1, 2004 - 2028

Optional Call: Bonds maturing on or after July 1, 2013 are

callable commencing July 1, 2012 and any date
thereafter at par
Denomination: $5,000 and integral multiples thereof
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IOWA STATE UN IVERS ITY Office of the Vice President

s Buct -
OF SCIENCE AND TECHNOLOGY or Business and Finance
1350 Beardshear Hall

Ames, lowa 50011-2038

CERTIFICATE OF FINANCIAL OFFICER 515 294-6162
FAX 515 294-1621

TO THE BOARD OF REGENTS, STATE OF IOWA:

As the Financial Officer of the lowa State University of Science and Technology, | 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 lowa (the “Board”) on June
18, 1964 to authorize the issuance of its $15,000,000 Dormitory Revenue Bonds, Series I.S.U.
1964A, 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 issuance of additional dormitory revenue
bonds ranking on a parity, | make this certification specifically with respect to the proposed
issuance of $14,980,000 Dormitory Revenue Bonds, Series 1.S.U. 2002.

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 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 January 8, 2002 and an annual interest rate of ,
5.24% or less), in any fiscal year prior to the longest maturity of any of the presently outstanding
bonds which are payable through July 1, 2028. In compliance with the terms of the outstanding
dormitory revenue bonds, "net revenues of the System available for debt service" as used
herein consists of the estimated average annual net revenues for the entire System (based
upon not greater than 93% occupancy 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 paid for from the proceeds of each

" series of the proposed additional bonds.

Before presenting this certificate to the Board, | have submitted 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 hereto are tables setting forth my opinion as stated above
with respect to het revenues of the Residence System available for debt service in the first two
fiscal years after completion of the facilities to be paid for from the proceeds of the additional
bonds proposed to be issued.

Dated this _3 ___ day of January, 2002.

Warren R. Madden
Vice President for Business and Finance

01822001
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