MINUTES
Board of Trustees Illinois State University
Bone Student Center Old Main Room
June 14, 2010

The Board of Trustees convened at 11:00 a.m. on Friday, June 14, 2010, in the Old Main Room of the Bone Student Center, Illinois State University, Normal, Illinois. Chairperson McCuskey called the meeting to order and Trustee Maitland called the role.

The following members were present.
	
Trustee Anne Davis 
	Trustee Betty Kinser
	Trustee Joanne Maitland
	Trustee Mike McCuskey
	Trustee Geno Bagnuolo

Absent:	Trustee Jay D Bergman
	Trustee Bob Dobski
	
A quorum was declared.  Also present for the public session were:
President Al Bowman
	Vice President for Student Affairs Steve Adams	
Vice President for Finance & Planning Dan Layzell
Assistant to the President Jay Groves
Board Legal Counsel Jane Denes 
APPROVAL OF AGENDA
Chairperson McCuskey: Do I have a motion to approve today’s agenda? Trustee Davis so moved and was seconded by Trustee Kinser. Motion made, seconded and vote recorded as all members present voting aye. 
CHAIRPERSON’S REMARKS
Good morning and thank you for taking the time to attend this special meeting of the Board of Trustees of Illinois State University.  I note for the record that notice of today’s meeting was posted in accordance with the Illinois Open Meetings Act and that the public has been notified of the date, time and location of this meeting. I also want to note that we will approve the Minutes of our May meeting and this special session at our regular July Board meeting. I will now ask President Bowman to introduce today’s resolution.  I ask that Board members hold their questions and comments until all information is presented and I call for discussion following my request for a motion and a second—President Bowman?

PRESIDENT BOWMAN
Thank you Trustee McCuskey and I appreciate all of you coming today. We have just one item this morning.

Resolution No. 2010.06/18: Authorization to Lease Ground for On-Campus Housing Project
Today, Illinois State embarks on an historic new level of collaboration—a public-private student housing partnership.  While today’s action was preceded by the University’s decision to decommission our South Campus Residence Halls, I am confident that this initiative will benefit the entire institution and serve our students ably for many years to come. In order to proceed with this partnership, Illinois State sought an enabling resolution from the Illinois General Assembly.  I am grateful to Senator Dan Rutherford and Representative Dan Brady for their co-sponsorship of the resolution, and Representative Brady is with us today—Dan could you please stand for recognition?
Also joining us today are representatives from American Campus Communities. Jamie Wilhelm, Executive Vice President of Public-Private Partnerships, Brett Hahnel, Vice President of Development, Sam Newman, Director of Project Management and Construction, and Clint Braun, Project Management and Construction. Will all of you please stand and be recognized.
Finally, I want to introduce and thank our University group that worked so very hard to pull this project together.  Could you please stand as I call your names? 
Greg Alt, Executive Director of Financial Services & University Comptroller—Deb Smitley, Associate Vice President for Finance and Planning—Maureen Blair, Director of University Housing Services—Judy Johnson, Director of Purchasing and Lisa Huson, General Counsel—thank you all for your excellent work.
I know each Trustee has received extensive materials regarding this resolution—but I would like to invite Vice Presidents Dan Layzell and Steve Adams to the podium to for a brief presentation.
Vice President Layzell: Good morning and thank you. This is indeed an exciting day and we look forward to talking about this proposed development. In the overview of the presentation we will provide you some information as to why this project is necessary and the steps that we took leading up to this day. We will give you a little overview of the partnership that we will be proposing to enter into, including the structure and financing and then talk a little bit about the meat of the matter, which is the actual redevelopment of Cardinal Court. 
In terms of background, the General Assembly signed into law the Fire Sprinkler Dormitory Act, which requires sprinklers in all residence halls by January 2013. The south campus residence complex, which was constructed in the 60s has no sprinklers and on top of that has extensive remodeling needs. Based on a cost benefit analysis that the University did it was determined that the most cost effective way to proceed was to decommission the complex and look to other sources of new housing. At the same time this means that the University will lose about 1,600 beds that we currently have on campus, and the desire is to retain the four semester housing requirement for freshmen and sophomores to live on campus. 
So as we began to think about this project it became clear in terms of upgrading the housing we were looking to develop modern apartment style housing that would appeal to sophomores, juniors and seniors in particular to address the bed loss. Rather than doing a traditional revenue bonding and issuance of revenue bonds and development of housing on campus ourselves, we sought to enter into a public/private partnership to develop this new housing complex, which is something many institutions across the country have chosen to do in recent years.
The benefits of this are twofold – it enables us to enter into a partnership with a developer to develop the housing quickly since we are facing a fairly tight timeline, and as important the fact that because we enter into a partnership with another entity to secure the financing we don’t incur the bond debt and, therefore, impact our debt capacity. As we got into this project one of the issues that came to the forefront early on is the fact that the State Housing Construction Act requires General Assembly approval for certain student housing projects. So we needed to go to the General Assembly and we approached Representative Brady and Senator Rutherford to introduce a joint resolution which was passed by both houses this past spring. 
In terms of the process we went through a request for proposal process. The purpose is that even though we had some broad general ideas of what kinds of housing that we were looking at, we wanted to attract as broad a range of housing concepts as possible. This also insures transparency and openness in the decision making and allows us to communicate our requirements, needs and preferences in a clear and consistent manner. Wanting to have locations within ½ mile radius of the Quad , requiring the developers to follow all state laws including prevailing wage and responsible bidder, and also in order for us to retain control over the programming and maintain seamless programming for students living in on-campus housing, the University would manage and maintain these properties as we went forward. Fourteen proposals were received – ten included the proposed redevelopment of Cardinal Court and four proposed other housing options. 
The review of the proposals initially focused on Cardinal Court for a number of reasons – the condition of the facilities and the need for extensive renovation – because of the size of the property which is 14 ½ acres, there is an opportunity through the decommissioning and demolition of that housing to gain a large number of beds to address the bed loss that I described earlier, and there is a desirability here certainly as we venture into this new era of using university property. The land use issues involved with us using leasing fully owned university property is certainly less complicated than other potential combinations we may have had. At the same time because we are again looking at potentially 800 beds with this development, we are considering the other proposals that were submitted with regard to other areas around campus to see what additional projects may transpire.
Going through the Cardinal Court proposals there were two finalists – American Campus Communities from Austin, Texas and Ambling University Development Group from Valdosta, Georgia. We requested best and final offers from both of these companies and they came to visit with us to do their presentations on May 13 & 14. The review process involved several individuals. Our recommendation based on the review of the two best and final offers is to award the project to American Campus Communities. They are a publicly traded company and have extensive experience in this line of work. They have developed over 40,000 on-campus beds across the country and their sole focus is on student housing development. They have a number of strengths that the committee found especially appealing – a comprehensive understanding of student housing – significant in-house financial expertise in terms of setting up the financial structures that will be necessary – the general design concept, some of which you saw on the screen prior to the meeting, was extremely attractive to the committee but at the same time ACC has indicated that they are most definitely willing to work with ISU in terms of the final design and that flexibility was appealing. Then finally certainly the references were very favorable – they bring their projects in on time and within budget and they are all operationally self-supporting at the end. 
The other part of this public-private partnership involves the Collegiate Housing Foundation. This is a national non-profit organization whose main mission is to assist colleges and universities in the development, financing and operation of student housing and related facilities. They, in fact, will be the entity as we move forward that we would enter into the ground lease with. They have assisted over 30 colleges and universities across the country in these kinds of projects and they have past experience working with ACC as well. Again, the next step after today would be for the University to enter into the ground lease with the Collegiate Housing Foundation. We have also been working on various drafts of the lease document. The property would be leased for the purpose of developing the housing project on Cardinal Count, and it would be for a period of 40 years or when the debt is paid off without penalty. After that point the property reverts back to the University.
The process that the Collegiate Housing Foundation will go through is to establish a limited liability corporation to serve as the mechanism for this project. They will secure tax exempt funding through a governmental entity, perhaps if possible the Illinois Finance Authority. They will then execute a development agreement with American Campus Communities to design the project, construct and furnish it for us, and at the same time will execute a management agreement with ISU to manage and operate the new student housing complex once it is completed.
American Campus Communities will be the developer and construction manager in this project. They have a number of partners that they will be working with – Solomon, Cordwell and Buenz is the lead architect. Again there was some attractiveness here since they have had past experience working with ISU. Weis Builders out of Chicago will be the general contractor and they have again significant experience in student housing and Craycroft, McElry and Hendryx will be the student housing design specialists. 
This chart attempts to show you the flow of the project. As we indicated the University will enter into a ground lease with Collegiate Housing Foundation, which will set up an LLC to work with a financing authority to issue bonds. The bond proceeds will come back to the LLC. The foundation would then enter into a development agreement with American Campus Communities to design and construct the facility and a management contract with ISU to manage the facility once it is up and running. ISU will receive in addition to the management fee, through the management contract, 100% of the net cash flow back to the University after all the debt service and operating expenses have been paid. 
In terms of the development budget that we are looking at with the bond issuance - $59.1 million is what we are looking at with about $45 million related to the actual development and $14 million on financing. This results in a 6.1% true interest cost for this project. In terms of the operating budget assumptions that we have been working with we are anticipating the cost top rate will be $2,100/bed and again we are looking at just over 800 beds. The management fee that would cover costs for ISU operating the complex would be 5% of the gross revenues. There would be an operating reserve put aside per bed. We are anticipating that because this is apartment style housing that we would have a 12-month lease term for residence and anticipate 95% occupancy rate given what we see to be a very desirable living location. Again, we are anticipating at least in the first year approximately $300,000 in the net annual cash flow back to the University. The debt itself will be issued by the Collegiate Housing Foundation or LLC in cooperation with an entity such as the Illinois Finance Authority and will be an obligation as the issuance to the Collegiate Housing Foundation. Part of the requirement in terms of working with the foundation is that we become members of the foundation for the term of the agreement. It is a part of the ground lease and there will be a one-time cost that will be paid in connection with the financing. This again will come out of the proceeds of the bond issuance. There will then be an annual membership fee equal to 1.5% of project revenues for the life of the project that will be paid to the foundation not to exceed $250,000 but we are actually anticipating it will be closer to about $100,000 in the first year. This fee will also be paid out of project revenues – no money from the University will go toward the cost of the project. 
Vice President Adams: This is without a doubt a very exciting development for ISU. This project, we think, provides an intriguing addition to our existing housing options. It partially addresses the final phase of the Long-Range Housing & Dining Plan, which began in 2003 and is scheduled to end in 2013. That ten-year plan if you recall, had a price tag of about $70 million. So as you can see with the price tag that we have on the addition of this complex we will be spending over $130 million in not only renovating but also building new space in our residence hall program. As a bit of background, Dunn, Barton & Walker you will recall were decommissioned and demolished already and was part of the plan. Hamilton-Whitten and Atkin-Colby will be under the act which Dan mentioned earlier and will go off line after the 2011-2012 academic year and all of the renovations to Watterson along with the construction of this new project should give us a real sense of where we are in the total picture situation. The renovation has already been completed on the Tri-Towers, which is west campus. Wright, Wilkins and Haynie Halls and Hewett & Manchester were also renovated as a part of this. So you can see on the screen the Cardinal Court redevelopment goes right along with the completion of Watterson. Also, I mentioned that we did renovate two of our dining centers – not a part of this project but a part of the Long-Range Housing & Dining project and those two properties were Linkins, which has resulted in the Market Place at Linkins, and the Watterson Dining Center, which is scheduled for completion before the beginning of the next school year. The other two dining centers that we had – Vrooman was converted to an academic support center and Feeney Dining Center will be closing with the demolition of Atkin-Colby and Hamilton-Whitten. 
This is an aerial view and when we saw this slide for the first time last week I think we were all in a state of awe as we saw what this could bring to ISU’s campus. Approximately 800 beds in four residential buildings and the residential buildings placement creates a large central lawn – not unlike what was between Dunn, Barton & Walker but much larger and much more in line with what students are demanding today. We feel that the present Cardinal Court has served us very well over the past half century, but this certainly starts a new chapter in what we are able to provide. Along with the buildings there is also a community center, which will be at the southern edge of the site along Gregory Street and there will also be adequate parking with approximately 600 places. The parking design follows green standards, for example, landscaped areas. Outdoor amenities will include basketball courts. We are not going to show all of the designs that ACC has come up with and the architectural firm as a part of the ACC company, but this is an example of the four private bedrooms and four private bathrooms area. This particular design covers over 1,200 sq ft, so I think this will be a very popular option.  It has a full kitchen with cabinets, dishwasher, microwave, oven with a range, refrigerator, sink with a garbage disposal and a washer/dryer. I would also mention to you that in the option presented on this slide an apartment with four private bedrooms and four private bathrooms – each bedroom has a bookcase, nightstand, full sized bed with headboard, four-drawer dresser, phone, central air, TV, and data connections as well as a closet.
This next design is the two shared bedroom and two shared bathrooms and you get to see the actual photograph of what one of those look like and this particular example is approximately 900 sq ft. This is another room option and you can see the partial wall that separates the bedroom and gives more privacy to its occupants. This has two twin size beds, two dressers and a shared bathroom with a private vanity and medicine cabinet for each student. 
The community center plays a major role in this project. It is a one-story building with a center of student life. The interior amenities include a fitness center, which most of our residence halls have, so even though we are constructing the student fitness in McCormack Hall, our residents still have the option of going to the new fitness center and also having those opportunities created for them in this new building. Included is a central mail center, a large social lounge with gaming area, public restrooms and a café and also a small theater. The café will be run by the campus dining center if it follows through as we anticipate it will. Also included are reception and office areas for administrative functions and residence life as well as storage. To give you another look at some real life photos showing the gaming area, the basketball court, the fitness center and then the movie theater that is very comparable to some of the apartments that are going up throughout the Bloomington/Normal community now.
To give you an idea of the schedule – we are in the first phase of the pre-development activities. Starting this month the design process into July and go out for bids in January 2011. The demolition of Cardinal Court January 2011 to March 2011 and then the actual construction begins in the spring of 2011. Throughout this entire process I want you to know that we want to ensure a cooperative venture with the Town of Normal. There is no question that this will be a collaborative effort with the Town and ensuring the safety of our students, this will be run just as a residence hall will be run with the campus police as a part of the patrolling and we anticipate that nothing will change as far as our intent to make this a very safe property.
The University staff will operate this facility. We will advertise this facility as a part of our housing options. We will lease the rooms to students and the maintenance and repair of the facilities will be taken care of by university staff. In addition to that and this is something that we were very intent on providing and that is programming which exist in the residence halls. We want this programming to continue to exist as a part of this complex as well and we have anticipated having professional and para-professional staff on this site.
So to summarize, this is a partnership and it provides an exciting opportunity for Illinois State University. We will continue to provide options for students as we have done with the renovation of our current facilities. This is one more option. It provides a high quality option with amenities that the students of today demand, and I think that as times have changed, this is something that will make us extremely competitive in the housing market along with many of the other universities that are building similar facilities. The multiple choices of rooms will have varying rental rates depending upon what the setup is and as Dan mentioned earlier we will be using a tax exempt financing structure. So one more time for your viewing pleasure – there it is – the Cardinal Court redevelopment and it is something that this university has worked very hard with the folks that President Bowman introduced earlier and many other people who have played a major role in putting this request for proposal plan together.
President Bowman: Thank you for the presentation and I open it up for questions from the Board.
Chairperson McCuskey: It appears to get 800 students in we have one building that you might say is off to the side that is not going to be a part of the courtyard, does that mean it is going to rent for less?
Vice President Adams: We have not really gotten into the details of what the rentals of these buildings will be. I think that is something in the next two years that we certainly will get down to the exact process.
Trustee Maitland: If we need this much more space yet and I read in here where they only wanted the four floors to keep it looking like a residential area, could we have gone maybe eight floors on a couple of them or was it limited to four or maybe parking had something to do with it, and have we used all 14 ½ acres?
Vice President Adams: Let me answer your first question. We were very cognizant of the density issue and to put any more beds into this particular 14 ½ acre area we felt was not in the best interest of the University or the students, so we wanted it to be not only a site that was attractive but also the density factor in providing the access to campus and so on made it more attractive to go with this number of beds.
Trustee Maitland: And have we used all 14 ½ acres?
Vice President Adams: I am not sure I can answer that question.
Mr. Hahnel: Within the 14 ½ acres in the most northern edge of the site there is going to be quite a large green space and there are options out there in looking at the potential for future phasing. It does bring up the question of parking – to maintain the adequate parking ratios which we discussed at this point for this site needing 600, you can’t get higher bed counts in four stories on this site. 
Chairperson McCuskey: Steve didn’t say anything about elevators – will there be elevators?
Mr. Hahnel: As it relates to elevators, there are elevators and stairwells in each central core. There is really one primary entry into the center of each building and at that location there will be an elevator bank and a stairwell. At the ends of the building per code another set of stairwells for students.
Chairperson McCuskey: I saw an after-hours entrance – was that to the main building? 
Mr. Hahnel: That was to the community center and the reason for that is access to mail and some of the amenities if elected. It has been designed that way so you can control the access within that building to have some amenities offered at varying times from normal business hours to maybe 24 hours.
Chairperson McCuskey: Is this going to be the key fob or the credit card entrance?
Mr. Hahnel: That is yet to be determined. I believe throughout the community right now you are going to see a mix. Probably at residential units more of a mechanical lock and then other areas throughout based on what the campus is currently using.
Chairperson McCuskey: Steve, we have a security presence in each of the dorms, right?
Vice President Adams: Yes we do.
Chairperson McCuskey: How will that be handled here?
Vice President Adams: It will be handled the same way. We have a night operations program, which provides check in for students coming in after hours. We also have other ideas that we are proposing for additional security and we anticipate that will be a major benefit for this project as well. 
Chairperson McCuskey: And the University will receive applications for the project and the University will determine the mix of students that goes in?
Vice President Adams: The mix of the students will be assigned by the Housing office and, again, just to make sure there will be no freshmen housed in this facility. It will be sophomores, juniors and seniors, and so we want to make sure that with the remaining spaces that we have on campus that we have the residence halls filled as well as these and we think this is a very popular alternative. 
Chairperson McCuskey: No preference given to our students over transfer students?
Vice President Adams: That is yet to be determined.
President Bowman: There are some advantages to this new option when it comes to our transfer student population. I would anticipate that the number of transfers will grow slightly over time and this housing arrangement actually provides an attractive alternative for those students who come in perhaps as juniors. 
Trustee Kinser: Is there going to be any impact on the flow of traffic from this area to the streets and the high school traffic, etc, and is there going to be assigned parking spaces that garner control?
Vice President Layzell: In terms of assigned parking, I am not sure. That is yet to be determined. One of the issues that we were very cognizant of when we went back for the best and final was the issue of vehicular and pedestrian access and the design that ACC came back to us with was very attractive in terms of helping to mitigate the impact on the local area, both for cars and well as pedestrians. As they pointed out the current route from Cardinal Court to campus is haphazard at best and what they have done is take a look at what is a more direct and lighted flow pedestrian walkway, which they is what they have proposed. So we believe in their proposal they in fact have addressed both issues. 
Trustee Bagnuolo: Kind of stemming off that question, I did see the pedestrian path that goes to campus and that made me wonder if there has been any discussion with the Town of Normal about a stop light or something in that are to make that a safer path of travel?
Vice President Layzell: Not specifically at this stage but as Steve said we intend on working very closely with the Town of Normal to make sure ,both for residents as well as students, that it is safe so I anticipate that conversation will happen. 
Trustee Maitland: I think it is common for off-campus residents now that have 12 month leases to allow sub-leasing – will we do that? 
Maureen Blair: There are a lot of things we are going to need to explore yet, but we currently don’t have experience with that with our on-campus apartments, so if we do enter into that it will be new territory for us.
Trustee Davis: I would like to ask a question in regard to the management fee. Did I understand you to say that the management fee was going to be taken from 100% of the net cash flow?
Vice President Layzell: No, the management fee is part of the operating expense. There will be revenues that are generated from the rental charges and the management fee is one operating expense that will be deducted against the revenues. The net revenues that will flow back to the University as well as what is going to be left over after all of the operating expenses and debt service have been covered.
Trustee Kinser: Will this be an increase in positions in staff and people that are at Cardinal Court and in the new facility is there going to be an increase there in any way?
Vice President Layzell: I am not sure and Maureen may be able to speak more specifically, but I think part of that will yet be determined as we get a sense as to what the programming and the on-site staffing needs are so, again, that is a detail that as we get more into the development and planning will be taken care of. 
Chairperson McCuskey: Along with that we don’t anticipate laying off employees as we decommission the residence halls – there will be opportunities for them to transfer and continue employment. So this isn’t going to cost us employees?
Vice President Adams: I just want to tell you that those conversations are taking place right now to make certain that we do not lay off employees but that as attrition happens we make the determination of what type of staffing we will need with this building and play that into the overall plan of our residence hall program. 
President Bowman: If there are no further questions, thank you very much. It was a very informative presentation. We ask the Board to authorize the President of the University to enter into a Ground Lease for the Cardinal Court property with Collegiate Housing Foundation that will establish an LLC to construct, finance, and own the housing complex on behalf of the University, for a term not to exceed 40 years.
Under this resolution, the Chairperson, the Secretary and the Treasurer of the Board and the members, officers, agents and employees of the Board are hereby authorized and directed to do all such acts and to execute all such documents as may be necessary to carry out and comply with the provisions of this resolution and with the actions of the members, officers, agents and employees of the Board, which are in conformity with the intent and purposes of this resolution, whether heretofore or hereafter taken or done, which actions shall be and are ratified, confirmed and approved. Chairperson McCuskey, I ask your approval of this resolution.
Chairperson McCuskey: Do I have a motion for approval? Trustee Davis so moved and was seconded by Trustee Maitland. Any further discussion.
Trustee Bagnuolo: I think it is important that the student’s have a voice chimed in here and since it is the summer months and I haven’t had the opportunity to talk to too many students, but those that I have are pretty much awe struck with what can be done with that land. They think it is a very exciting idea and as I spoke to a student who is pretty involved on campus the other day, we learned that half a century ago when the buildings boomed and the campus grew that we are kind of living through that now when you talk about the College of Business and the Student Fitness project and this and are really impressed with the University’s ability during these economic times to find these partnerships and opportunities and we are really happy about it. 
Chairperson McCuskey: I appreciate the fact that you realize that these buildings that look good on the outside that came in the 60s are just that – many are 50 years old and it reminded me that Cardinal Court even predates most of the campus structures, so we have gotten more than a useful lifetime out of the building. I do want to thank Geno – this is really important in the process of the Board of Trustees that he decided to be here for another year – he really understands the process and understands that his role is going out and getting feedback from campus, so it is good to hear from Geno that this is something that the students are looking forward to just like the student fitness center and other things that many times students never get to see until they are gone and I thank you Geno for your comments.
Motion made, seconded and vote recorded as all members present voting aye.
President Bowman: Thank you very much. 
Chairperson McCuskey: Congratulations President Bowman and congratulations to all who have been involved in this process, which has been intense and the future is going to be more intense making all of this happen in hearing the time frame today. This concludes our business and I will now entertain a motion and second for adjournment. Trustee Bagnuolo so moved and was seconded by Trustee Kinser. Motion made, seconded and vote recorded as all members present voting aye.
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