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APPROVAL OF STATE BUILDING AUTHORITY AGREEMENTS FOR FINANCING

THE SCHOOL OF EDUCATION AND HUMAN SERVICES BUILDING
Introduction:

Construction of the School of Education and Human Services (SEHS) building is underway. Seventy‑five (75 %) of the $31.5 million project cost will be financed by the State Building Authority ('SBA"), and 25% will be financed by the university using proceeds from the General Revenue Bonds, Series 2001, that were issued on August 17, 2001.

The SBA will fund its 75% of the SEHS project cost by issuing commercial paper and bonds. The structure of the transaction with the SBA and State of Michigan (State) is identical to the transactions used for funding the construction of 0'Dowd Hall, the Kresge Library Addition, the Science and Engineering Building and Elliott Hall, and is used for all SBA funded construction projects throughout the State.  The structure of the transaction represents the most practical means for the State and the university to carry out their necessary governmental functions and  provide necessary services to the people of the State at the lowest cost. 

The university will transfer title to the SEHS building and the land on which it is cited to the SBA, the SBA will lease the property back to the university, and the State will make the lease payments to the SBA on the university’s behalf.  The university will have the right to occupy and use the building and will assume all obligations for maintenance, repair and insurance.  When the SBA's bonds are retired, the SBA will deed the property back to the university. 

The legal documents necessary to complete the transaction include: (1) a Construction and Completion Assurance Agreement by which the Board licenses the SBA to construct the SEHS and the SBA designates the university to manage and oversee the construction process (Exhibit B); (2) a Warranty Deed conveying real property to the SBA for the SEHS site (Exhibit C); (3) a Bill of Sale conveying personal property and fixtures integrally related to the SEHS to the SBA (Exhibit D); a Lease from the SBA to the university for the SEHS that provides for rental payments to be made by the State and transfer of the SEHS and property back to the university when the SBA’s bonds are retired (Exhibit E); and an Easement Agreement for ingress, egress, and utility line maintenance (Exhibit F).

The legal documents comply with the State Building Authority Act, have been reviewed and approved by the Michigan Attorney General’s Office and the university’s General Counsel, are in compliance with the law and university policies and regulations, and conform to the legal standards and policies of the Board of Trustees.      

Previous Board Action:

On December 6, 2000, the Board of Trustees approved the contract for construction of the SEHS building and approved a total project budget of $31.5 million ($23,625,000 in State funds and $7,875,000 in university funds).
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Budgetary Implications:

The university has spent nearly its entire share of the project cost to date. This action is required to obtain release of the State's portion of the funds. 

Recommendation:

The administration recommends the approval by the Board of the resolution immediately following these introductory comments entitled Resolution of the Board of Trustees of Oakland University Approving a Construction and Completion Assurance Agreement, a Conveyance of Property, a Lease, and an Easement Agreement for the Oakland University School of Education and Human Services Building (Exhibit A).  The resolution authorizes the President or the Vice President for Finance and Administration to execute and deliver the legal documents, certificates and instruments to accomplish the purpose of the transaction authorized in the Resolution.  The Resolution was prepared by the State Building Authority and is in the format required by the SBA.

Submitted to the President

on November 26, 2001 by







_______________________________________

Lynne C. Schaefer 

Vice President for Finance and Administration 

and Treasurer to the Board of Trustees

Recommended on _______________, 2001

to the Board for Approval

____________________________________

Gary D. Russi President

