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MEMORANDUM 
 
To Banking Committee 
 
From: Board Office 
 
Subject: ISU Memorial Union Agreement 
 
Date: November 4, 2002 
 

 
Recommended Action: 
 
 Recommend that the Board adopt A Resolution (see G.D. 7) establishing 

a self liquidating Memorial Union Facility, and approving a Memorandum 
of Agreement between and among the Iowa State Memorial Union 
Corporation, the Government of the Student Body at Iowa State 
University, and the Board of Regents, State of Iowa. 

 
Executive Summary: 
 
 The Banking Committee is requested to recommend that the Board adopt 

a resolution establishing a self liquidating Memorial Union Facility and 
approving a Memorandum of Agreement among the Iowa State Memorial 
Union Corporation, the Government of the Student Body at Iowa State 
University, and the Board of Regents, State of Iowa. 

 The Iowa State Memorial Union is a separate, non-profit corporation 
established in 1922.  This structure is uncommon among university 
student union facilities today.  The University of Iowa and University of 
Northern Iowa student unions are currently operated as self-liquidating 
enterprises within the respective university.   

History The Memorial Union Corporation constructed the original student union 
facility under agreements originally approved in 1925 by the Board of 
Education (predecessor to the Board of Regents).   

The intent of this agreement was to transfer the Memorial Union to the 
University once the debts were paid off.  Since the original facility was 
completed in 1928, the Corporation has borrowed funds to construct 
additions to the building and to make renovations, and the debt has never 
been paid off in its entirety.  The existing principal amount outstanding is 
approximately $4.7 million. 
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 It is estimated that modifications needed to bring the Union facility up to 
current standards may cost as much as $30 million, a figure well beyond 
what the Union could itself raise through donations or borrowing.   

The resolution by the Government of the Student Body ratifying the 
proposed agreement, noted that to serve the growing demand students 
have placed on the Memorial Union it has become necessary to seek 
alternate sources of management and funding.   

Proposed 
Agreement 

Under the terms of the proposed agreement, the Board of Regents, State 
of Iowa, would take ownership of Memorial Union property and assume 
its outstanding debt of approximately $4.7 million, which is currently being 
supported by existing fees. 

The agreement further specifies that the Board of Regents would 
delegate to Iowa State University the responsibility for managing and 
operating the Memorial Union as a resource for the university community 
at the University. 

The Memorial Union Corporation would be dissolved and the Union’s 
Board of Directors would be reorganized.  The newly reorganized Board 
of Directors would be accountable to the University President, and the 
Union’s Executive Director would report to the Vice President for Student 
Affairs, who would also have responsibility for advising the Union’s Board 
of Directors.     

The reorganized Board of Directors would consist of twelve voting 
members, seven of whom would be students.  This Board of Directors 
would set all policies and priorities for the facility and its programs.  The 
Student Union Board, a student organization comprised of 12 directors 
and their committees, and 5 advisors, would retain the responsibility for 
developing programs, activities, and policies for students.  The Student 
Union Board oversees student organizations housed in the Memorial 
Union. 

There is agreement that it is in the best interest of the students, 
University, and the Memorial Union if the Board of Regents takes 
ownership of the Memorial Union at this time.  

If the Board of Regents assumes the operations, the Memorial Union will 
be operated as a self-supporting entity, consistent with the provisions of 
Iowa Code Chapter 262.   

 
Background: 
 
Construction / 
Renovation 

In 1925, under agreements originally approved by the Board of Education 
(predecessor to the Board of Regents), the Board allowed the Iowa State 
Memorial Union Corporation to raise funds to construct a student union 
facility to serve the students of Iowa State University.  This corporate 
structure was necessary in the beginning because Iowa State University, 
through the Board of Regents, lacked authority to borrow the money. 
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 The intent of the original agreement was to transfer the Memorial Union 
to the University once the debts were paid off or at a time when the Board 
of Regents agreed to assume the remaining debt. 

 Since the original facility was completed in 1928, the Memorial Union 
Corporation has borrowed funds to construct various additions to the 
building, including a parking ramp.  In 1978, the last major addition to the 
Union completed the area between the main building and the parking 
ramp.   

 In 1995, the ground floor of the facility (excluding the Bookstore area, 
which was renovated in 1992) was remodeled.  The Memorial Union food 
service operation area (25,000 square feet) was renovated to provide 
modern kitchen facilities to support the catering and food service 
operations of the Union and to provide a food service court operated 
through a combination of franchising, licensing, and self-operated 
entities.  The renovation also included a total remodeling of student office 
space (approximately 12,000 square feet) within the Union. 

Existing Financing In 2000, the Board approved the issuance of First Mortgage Note, Series 
2000, for the purpose of fully refunding the outstanding principal of a 
Promissory Note dated November 1, 1995.  The First Mortgage Note, 
Series 2000, totaled $4,890,000.  The Note is based on a 20-year 
amortization schedule with a balloon payment due December 1, 2005. 

A first mortgage lien and security interest in the Union’s facility are 
pledged as collateral on the Mortgage Note.  In addition, the Union 
assigned as security for the note, all leases, rents and revenues of the 
facility. 

In assuming the operations of the Memorial Union, the Board of Regents 
would be assuming the outstanding debt of approximately $4.7 million. 

Student Fees Currently, there are fees per student semester for operations ($27), debt 
service ($3.90), and future improvements ($5.26).  Students have 
proposed an additional $15 per student semester fee to be combined with 
the current debt service and future improvements fees to help finance the 
proposed renovation.   

Statutory 
Provisions 

Under the provisions of Iowa Code Chapter 262, the Board is authorized 
to construct, equip, maintain and operate self-liquidating and revenue 
producing facilities at the universities; the Board is also authorized to 
borrow money to construct or improve these facilities. 
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Analysis: 
 
 Student leaders initiated a proposal to transfer the Memorial Union to the 

University because the current corporate structure does not allow for 
enough fund raising or bonding ability to provide the extensive renovation 
of the facilities that the students desire. 

The University administration, students, and the current Memorial Union 
Board agree that the Memorial Union needs to be brought up to current 
standards, including various building and accessibility codes.  Although 
detailed studies have not been completed, it is estimated these changes 
may cost as much as $30 million, a figure well beyond what the Union 
could itself raise through donations or borrowing.   

Under the provisions of the First Mortgage Notes, Series 2000, the Board 
of Regents may assume the operations and all obligations of the 
Memorial Union at any time.  If the Board assumes the operations, it 
agrees to operate the facility on a self-liquidating, revenue producing 
basis until the Notes have been defeased.  

Proposed 
Agreement 

The proposed agreement between Iowa State Memorial Union 
Corporation, the Government of the Student Body at Iowa State 
University, and the Board of Regents, State of Iowa addresses the need 
for a new management structure for the Memorial Union to address the 
changing needs and changing environment at Iowa State University. 

The Memorial Union agrees to dissolve the corporation and transfer all 
property that it owns to the Board of Regents on January 1, 2003, or as 
soon thereafter as the appropriate legal documents have been finalized. 

The Board of Regents will assume the current outstanding debt of the 
Memorial Union, accept transfer of the property owned by the Memorial 
Union and delegate the authority to manage the property as a resource 
for the University. 

Iowa State University is to manage and operate the property as a 
resource for the University community.   

A Union Board of Directors is to be created to set policies and priorities 
for facility use and student programming; maintain the Student Union 
Board; and develop By-Laws for the operation of the Union Board of 
Directors. 

 The FY 2002 audit report indicates the Memorial Union had revenues of 
$8.69 million and expenses of $8.68 million for a net operating gain of 
$14,846.  Total net assets (operating, capital and endowment) on 
June 30, 2002, were $6.9 million. 

The Iowa State Memorial Union will be operated as a self-liquidating and 
revenue producing facility of Iowa State University.  Funding support for 
renovations includes fund raising through the ISU Foundation and 
bonding supported by student fees.   
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 Copies of the proposed agreement and the Government of the Student 

Body (GSB) Senate Order ratifying GSB’s approval are attached (pages 
6-12).  In addition, copies of the resolution, which was prepared by Ahlers 
Law Firm, are attached (pages 13-16). 

 The approval of this agreement would align the structure of the ISU Union 
with that of the other Regent universities.  The University of Iowa and 
University of Northern Iowa student unions are both currently operated as 
self-liquidating and revenue producing enterprises within the University.   

 All Memorial Union employees would become employees of Iowa State 
University under this agreement. 

 Representatives of the University, Government of the Student Body and 
the Iowa State University Memorial Union Corporation will be present to 
provide additional information and answer questions. 
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