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INSTITUTION/AGENCY AGENDA
BOISE STATE UNIVERSITY

REQUEST FOR AUTHORITY TO PLAN, DESIGN AND CONSTRUCT A MULTI-
MODAL CENTER / PARKING STRUCTURE

SUBJECT
Boise State University requests authority to proceed with planning, design and
construction of a Multi-modal Center / Parking Structure.

BACKGROUND
This project will consist of a multi-modal center and a parking structure for up to
1,200 cars. The multi-modal center will serve residents of Southwest Idaho who
wish to transfer from their automobile, bicycle, bus or walking to another form of
transportation. The facility will include a transfer station, bike lockers, and other
facilities to aid public transportation.

For FY2003, Boise State University has received $373,778 of Federal
Transportation Administration (FTA) 5309 funding for environmental assessment
and preliminary engineering for this project. The University must provide a 20%
match ($93,435) toward this phase of the project, which will include the
identification of probable sites for the facility (for FTA consideration).

DISCUSSION

The anticipated construction cost of the Multi-modal Center / Parking Structure is
$10,000,000. The University is seeking to fund 80% of this cost through the TEA-
21 re-authorization. A FY2004 5309 grant application has also been submitted to
the US Congressional Delegation and eventually the Federal Transportation
Administration for an additional $2,000,000 for property acquisition for the facility.
The Community Planning Association of Southwest Idaho (COMPASS) has
approved a list of Congressional priorities which ranks this project as the second-
highest priority for the Treasure Valley.

IMPACT

The required 20% matching funds for the construction of the Multi-modal Center /
Parking Structure will be provided from parking permit revenues.

STAFF COMMENTS
This project is in the beginning planning stage. BSU has submitted a grant for
property acquisition ($2M) and is pursuing construction funding ($10M) through
the Transportation Equity Act (TEA). It is anticipated to take several years to
obtain federal funding for the project. Regular updates will keep the Board
informed about the project and the funding.
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INSTITUTION/AGENCY AGENDA
BOISE STATE UNIVERSITY (cont.)

BOARD ACTION

A motion to approve the request from Boise State University to proceed with the
planning and design stage of a multi-modal center/parking structure. As the
plans are finalized BSU will seek Board approval for the construction costs.

Moved by Seconded by Carried Yes No
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INSTITUTION/AGENCY AGENDA
BOISE STATE UNIVERSITY (cont.)

STUDENT HEALTH INSURANCE CONTRACT/PREMIUMS

SUBJECT

Student Health Insurance Plan (SHIP) Renewal 2003-2004
Report of New Student Health Insurance Rates

BACKGROUND

Boise State University has negotiated with Collegiate Risk Management, Inc. a
student health insurance rate of $368.50 per semester for the 2003-2004
academic year. The Health & Wellness Advisory Committee has reviewed this
renewal rate proposal. This rate is a $125.00 increase, or 51% over the current
rate. This increase is in response to significant losses the first two years of the
plan with the current carrier. After careful review of the alternatives, we
determined that competitive rebidding of the plan, rather than retaining the
current carrier, would have resulted in even more significant premium increases.

DISCUSSION

The benefit package offered by this plan provides for the relevant student needs
for specialized and emergency health care services. However, this “success”
results in high rates of service utilization. Health claims payments have totaled
13% more than insurance premium revenue collected. Additionally, medical
inflationary trending has averaged 14-18% annually over the past two years.

It is projected that future premium increases will be more moderate as the SHIP
program becomes mandatory for all full-fee paying students this fall (unless they
can provide proof of comparable coverage). Part-time students will no longer be
eligible to voluntarily enroll in the plan, which will also improve the financial
viability of the program. Voluntary enrollment leads to significant adverse
selection and a bad-risk enrollee’s pool (predominately, only those students who
know they need health services, voluntarily enroll in the plan). Last policy year,
part-time students generated $250,000 in health claims payments vs. $40,000 in
insurance premium collections.

IMPACT

Student health insurance premiums are paid by students. There is no impact to
the University budget.

BOARD ACTION

A motion to authorize Boise State University to contract with CRM, Inc. to provide
student health insurance for 2003-2004 at a rate of $368.50 per student per
semester.

Moved by Seconded by Carried Yes No
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INSTITUTION/AGENCY AGENDA
BOISE STATE UNIVERSITY (cont.)

INFORMATION ITEM
2003-2004 HOUSING ROOM & BOARD RATES

Boise State University has approved the following room & board rates effective
with the Fall Semester, 2003-2004

APARTMENTS 2002-2003 2003-2004 % Increase
University Heights
1 bedroom $ 458.00 $  480.00 4.80%
2 bedroom $ 498.00 $ 525.00 5.42%
University Manor
1 bedroom $ 458.00 $  480.00 4.80%
2 bedroom $ 498.00 $ 525.00 5.42%
University Park
grad unit $ 280.00 $ 295.00 5.36%
2 bedroom $ 503.00 $ 530.00 5.37%
3 bedroom $ 539.00 $ 566.00 5.01%
University Village
2 bedroom $ 548.00 $ 575.00 4.93%
Other Rentals
1803 Donald Circle $ 666.00 $ 693.00 4.1%
1809 Donald Circle $ 750.00 $ 780.00 4.0%
RESIDENCE HALLS 2002-2003 2003-2004 % Increase
Meal Plan Number (Double Occupancy)
Plan 1 or 4 $ 4,179.00 $ 4,513.00 8.0%
Plan2 or5 $ 4,047.00 $ 4,371.00 8.0%
Plan 3 or 6 $ 3,859.00 $ 4,168.00 8.0%
Meal Plan Number (Single Occupancy)
Plan1lor 4 $ 4,746.00 $ 5,126.00 8.0%
Plan2or5 $ 4,614.00 $ 4,983.00 8.0%
Plan 3 or 6 $ 4,426.00 $ 4,780.00 8.0%
Meal Plan Number (Single Occupancy- Large Room)
Plan 1 or 4 $ 5,513.00 $ 5,954.00 8.0%
Plan2 or5 $ 5,381.00 $ 5,811.00 8.0%
Plan 3 or 6 $ 5,193.00 $ 5,608.00 8.0%
One-time Construction Credit (Morrison & Driscoll Only) $ (150.00)
Definitions:

Meal Plan Option #1: 19 Meals per week, 3 each weekday, 2 on Sat & Sun.
Meal Plan Option #2: Any 15 of the 19 meals available.

Meal Plan Option #3: Any 10 meals of the 19 available.

Meal Plan Option #4: Block Plan - 135 meals + $150/semester of flex dollars.
Meal Plan Option #5: Block Plan - 110 meals + $200/semester of flex dollars.
Meal Plan Option #6: Block Plan - 75 meals + $235/semster of flex dollars.
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INSTITUTION/AGENCY AGENDA
BOISE STATE UNIVERSITY (cont.)

BOISE STATE UNIVERSITY FOUNDATION AUDIT FY2002 and BRONCO
ATHLETIC FOUNDATION AUDIT FY2002

SUBJECT
In compliance with Board Policy, copies of the audits of the Boise State
University Foundation, Inc., and the Bronco Athletic Foundation, Inc. for the fiscal
year ended June 30, 2002 are on file at the Office of the State Board of
Education. Copies of the reports are also available in the Office of the Vice
President for Finance and Administration at Boise State University.

STAFF COMMENTS
Boise State University Foundation, Inc. had total assets of $65,792,677; liabilities
of $17,006,669; and a fund balance of $48,786,008, as of June 30, 2002. Of the
total assets, $62,253,128, or 95%, are restricted in accordance with the purposes
established by the donor. The Foundation’s revenues for FY02 consisted of
contributions, donated services and other revenues of $4,663,275; interest and
dividends of $1,746,031; and change in fair value of investments of ($3,348,129).
Expenditures consisted of distributions to Boise State University for $2,480,580;
scholarships $1,732,920; departmental support $380,495; interest expense
$360,110 and other $62,230, resulting in a net decrease to fund balance of
$1,985,158. The Foundation had outstanding net pledges of $1,463,136 at June
30, 2002

BOARD ACTION
No action is required.
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JUNE 26-27, 2003

INSTITUTION/AGENCY AGENDA
IDAHO STATE UNIVERSITY

APPROVAL TO INCREASE PROJECT BUDGET — RENDEZVOUS BUILDING

SUBJECT
The design for the Rendezvous Building is nearly complete and the final project
budget estimate has been developed. Idaho State University requests approval
to increase the budget for the previously approved project from $37,314,000 to
$38,873,000.

BACKGROUND

For FY2002, Idaho State University received an appropriation of $14,000,000 to
construct a new classroom building. This building, with the addition of 300
student apartments and a student union annex, is currently being called the
Rendezvous Building. In FY2001, Idaho State University received an
appropriation of $1,500,000 for the programming and schematic design. At the
State Board of Education Meeting held September 21-22, 2000, approval was
given to add $250,000 to this appropriation to contract the design firm to plan and
do the schematic design for the housing units and the student union annex.

Upon completion of the schematic design, the project returned to the State Board
of Education for approval, and at the meeting held September 20-21, 2001, the
State Board of Education approved the completion of the design development,
construction drawings, and construction of the housing and student union annex
portions of this project, with an estimated budget of $37,314,000.

DISCUSSION
Construction is anticipated to begin on or about September 1, 2003. The plans
have been reviewed and numerous adjustments to reduce the estimated cost
have been made. The Idaho Division of Public Works, the project design firm,
and the construction manager are all in agreement that the requested budget
increase is necessary in order to construct the building as planned.

The budget is broken down into three components. The appropriated portion for
the classroom building is still within the original budget; however, the housing
and student union components have increased by a total of 4.18%, bringing the
total estimated cost for the entire project to $38,809,000, as shown on the
following table:

Housing Student Union Classrooms  Total

Original Budget $15,000,000 $6,750,000 $15,500,000 $37,250,000
Revised Budget $16,354,000 $6,955,000 $15,500,000 $38,809,000
Amount Incr $ 1,354,000 $ 205,000 $ -0- $ 1,559,000
% Increase 9.03% 3.04% -0- 4.18%
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INSTITUTION/AGENCY AGENDA
IDAHO STATE UNIVERSITY (cont.)

IMPACT
The estimated cost for this project is $38,809,000; $16,354,000 for the housing
portion will be funded from bonding supported primarily by housing revenue,
$6,955,000 for the student union portion will be funded from student facility fees,
and $15,500,000 for the classroom portion will be funded by state appropriation.

STAFF COMMENTS
Additional revenue to support the increased budget will be generated from
student fees (housing fees and mandatory fees).

BOARD ACTION

A motion to approve the request by ldaho State University to increase the project
budget for the Rendezvous Building from $37,314,000 to $38,873,000.

Moved by Seconded by Carried Yes No
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INSTITUTION/AGENCY AGENDA
IDAHO STATE UNIVERSITY (cont.)

APPROVAL TO INCREASE PROJECT BUDGET — PERFORMING ARTS CENTER

SUBJECT
Idaho State University requests approval to increase the project budget for the
L.E. & Thelma E. Stephens Performing Arts Center from $30,000,000 (approved
November 19-20, 1998) to $34,000,000. This will allow for completion of the
interior of the concert hall portion of the project.

BACKGROUND
In November, 1997, the State Board of Education granted approval for ISU to
construct a performing arts center. In November, 1998, the State Board of

Education granted approval to increase the previously approved budget of
$12,000,000 to $30,000,000.

The project was bid in October, 2001, and the bids were too far over budget to
allow the project to proceed. The project was redesigned with several major
alternate bids added and was bid again in April, 2002. The bids were again over
budget; however, by not accepting the alternate build-out of the interior of the
concert hall, the low bid was accepted and construction began in May, 2002.

DISCUSSION
Funding is now in place for the completion of the concert hall and Idaho State
University seeks approval to increase the project budget to $34,000,000. The
construction of the building is approximately 45% complete and with the addition
of the completed concert hall, the estimated opening date is early Fall of 2004.

IMPACT
Funding for this project has been entirely from gifts and grants. During the 1999
Legislative session, approval was given for ongoing occupancy costs; custodial,
utilities, maintenance, etc.

STAFF COMMENTS
The additional $4,000,000 will come from contributions already received or
pledges that will be received prior to completion of the project.

BOARD ACTION

A motion to approve the request by Idaho State University to increase the project
budget for the L.E. & Thelma E. Stephens Performing Arts Center from
$30,000,000 (approved November 19-20, 1998) to $34,000,000.

Moved by Seconded by Carried Yes No
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INSTITUTION/AGENCY AGENDA
IDAHO STATE UNIVERSITY (cont.)

2003 UNIVERSITY GENERAL REVENUE BONDS

SUBJECT
Authorization for issuance of bonds to refund two bank notes and to refund
bonds, both resulting in savings to the University, and to construct certain
improvements.

BACKGROUND
Idaho State University requests State Board approval to issue approximately
$39,503,000 in tax-exempt revenue bonds (“2003 Bonds”) to refund two bank
notes and to refund bonds, both resulting in savings to the University, and to
construct certain improvements. The Series 2003 Bonds will be used for the
following purposes:

Amount
Finance the University’s portion of the Rendezvous Ctr appx. $23,820,000
Finance energy savings improvements appx. 6,125,000
Refund two bank notes issued to purchase student
housing facilities appx. 1,300,000

Refund the outstanding Student Facilities Fee Revenue Bonds,

Series 1993 and the outstanding Student Fee Revenue Bonds,

Series 1995, to take advantage of lower interest rates and

Achieve a debt service savings appx. 8,000,000

The University is also using this refunding opportunity to amend certain
covenants in its bond resolution to provide additional flexibility and savings in the
future.

DISCUSSION
Rendezvous
For several years, the University has been planning to construct an integrated
mixed use facility in the center of the Pocatello campus containing classroom,
housing and student services facilities to be known as the “Rendezvous” or the
“Rendezvous Center.” The Board approved the Rendezvous Project as a
University project at the Board meeting in September, 2001.
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INSTITUTION/AGENCY AGENDA
IDAHO STATE UNIVERSITY (cont.)

The 2001 Legislature appropriated funds for the classroom portion of
Rendezvous, but budget holdbacks during 2002 forced the University to suspend
activity on the project despite having completed pre-construction drawings and
other pre-development on the project. The University did not want to proceed
with its financing until State funds became available. On May 3, 2003, House
Concurrent Resolution No. 30 (the “Concurrent Resolution”) was adopted by the
Idaho Legislature. The Concurrent Resolution provides for the issuance of bonds
by the Idaho State Building Authority (the “Building Authority”) to finance, among
other State projects, the classroom portion of the Rendezvous Center. The
adoption of the Concurrent Resolution enables the University to resume work on
Rendezvous and to put in place the financing it needs for the housing and
student services portion of the project.

Approximately $23,800,000 of the proceeds of the Series 2003 Bonds will be
used to finance the construction of the housing and student services portion of
Rendezvous. The 107,800 square foot, 79-suite housing facility will house up to
302 students. It is designed as a suite style facility that follows the current trend
in campus housing. The student services portion of the building will serve as the
central interactive hub of the building, supporting the social aspect of the
program. It will seat in excess of 520 people at meal time, as well as contain
meeting rooms for private parties and other campus events. The dining facilities
in the Rendezvous Center will provide food service for the housing facility, as
well as providing a new central campus retail food service establishment.
Rendezvous will also house a satellite bookstore to service the needs of the
upper campus population.

Building Authority Financing

The Building Authority is authorized by Idaho Code Section 67-6401 et seq. to
issue bonds to finance, build and own buildings for units of State government,
including the University. See agenda item TAB 9 related to the agreements with
the Idaho State Building Authority (ISBA) Agenda for the terms and conditions of
the Building Authority financing to protect the University’s interest in the project.

For the reasons set forth below, the University has determined to proceed with

the issuance of the 2003 Bonds at this time:

() Energy Project, described below, must commence construction of certain
key items in July, 2003;

(i) Issuing all of the University’s 2003 Bonds at one time achieves an economy
of scale of costs of issuance and time commitments of University personnel;

(iii) Issuing all the 2003 Bonds enables the University to immediately implement
the covenant changes to the Bond Resolution because the new
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INSTITUTION/AGENCY AGENDA
IDAHO STATE UNIVERSITY (cont.)

bondholders are counted toward the consent of bondholders needed to
approve the favorable changes to the Bond Resolution;

(iv) Interest rates are very favorable, thus increasing the savings on the
refinancing of the 1993 and 1995 bonds; and

(v) As described in ISBA Agenda item TAB 9, the Building Authority plans to
iIssue its bonds for its portion of the Rendezvous Project in July, 2003, and
has requested that all University funds be available at the time of the
Building Authority’s bond sale. The terms with the Building Authority have
been finalized and are to be approved at this meeting. The Building
Authority is obligated to proceed in good faith to issue the bonds, and the
commencement date under the Ground Lease and the Facilities Lease does
not occur until such bonds are in fact issued.

The Energy Project

In mid 2002, the University commissioned an energy audit of the University’s
facilities by CMS Viron Corporation (“Viron”). That audit made numerous
recommendations on how the University could update its equipment with current
energy efficient technologies and thereby realize savings in operating expenses.
Following the audit, the University has been negotiating the terms of an Energy
Performance Contract with Viron (the “Agreement”). At the December 11-12,
2002 Board meeting, the Board approved the concept for the Agreement and
delegated to the Executive Director the completion of the Agreement and
financing.

Documents

Documents relating to the issuance and sale of the 2003 Bonds are being
prepared. The University expects to obtain an “A” category rating on the 2003
Bonds from Standard and Poor’s Corporation and Moody'’s Investor Service, and,
depending on interest rates and bond insurance costs, the University may find it
more advantageous to purchase bond insurance to result in a rating of
“AAA/Aaa” on the 2003 Bonds.

The 2003 Bonds would be issued as Additional Bonds under the Board’s
Resolution adopted September 17, 1992 (the “Resolution”), on a parity with all
other bonds issued under the Original Resolution. The Bonds will be secured by
the Matriculation Fee and the Student Facilities Fee/Facilities and Revenues
from the Housing System.

Bond pricing will occur during the day of June 26, 2003, and be finalized by

approximately 1:00 p.m. Accordingly, the University requests consideration of
this agenda item after 2:00 p.m. on June 26.
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INSTITUTION/AGENCY AGENDA
IDAHO STATE UNIVERSITY (cont.)

FISCAL IMPACT
The University estimates that the lower interest rates will result in approximately
$900,000 total debt service savings on the bonds and the bank notes being
refinanced. The present value of this savings is approximately $700,000.

STAFF COMMENTS

With the current record low interest rates, refinancing provides a great
opportunity to save money. Also by financing the energy savings improvements,
savings will be generated from financing the improvements with the contractor.
The majority of the bonds fund the housing and student services facility. These
projects have been approved by the Board, with project increases requested in
the prior agenda item. Moody’s has rated the issue “A2” and Standard & Poor’s
rating is “A.”

BOARD ACTION

A motion to approve a Supplemental Resolution for the 2003 Bonds, the title of
which is as follows:

A SUPPLEMENTAL RESOLUTION of Idaho State University authorizing the
issuance and sale of $ ! General Refunding and Improvement
Revenue Bonds of The Board of Trustees of Idaho State University, Series 2003,
authorizing the execution and delivery of a Bond Purchase Agreement and
providing for other matters relating to the authorization, issuance, sale and
payment of the Series 2003 Bonds.

1. Exact amount will be available at the meeting. Approximately $39,345,000.

Moved by Seconded by Carried Yes No
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INSTITUTION/AGENCY AGENDA
IDAHO STATE UNIVERSITY (cont.)

STUDENT HEALTH INSURANCE CONTRACT/PREMIUMS

SUBJECT
Idaho State University requests State Board approval to enter into a contract for
student health insurance coverage for FY2003-2004.

BACKGROUND
Idaho State University’s student health insurance carrier has been GM
Southwest, underwritten by Clarendon National Insurance Company, for the past
five years. For FY2003, the premium for full-time students was $275.00 per
semester, which was a 5% increase from the previous year.

DISCUSSION
Effective for the Fall Semester, 2003, the premium for full-time students will
increase to $311.00 per semester, a 13.09% increase.

Student health insurance is mandatory for full-time fee paying students that have
no insurance coverage. The deductible is $100 per injury or sickness, which is
waived if the student goes to the campus Student Health Center. Coverage is
75% UCR with a maximum benefit of $20,000 per occurrence. Vocational
Education students pay $124.00 per session for five sessions per year.

IMPACT
$0.00. The student health insurance contract does not obligate the University for
payment to the contractor.

STAFF COMMENTS
The university coordinates the health insurance program for their students. All
costs are supported by the student insurance premiums.

BOARD ACTION
A motion to grant approval for Idaho State University to enter into a contract with
Clarendon National Insurance Company to provide student health insurance.

Moved by Seconded by Carried Yes No
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INSTITUTION/AGENCY AGENDA
IDAHO STATE UNIVERSITY (cont.)

2003-2004 HOUSING ROOM & BOARD RATES

Idaho State University has approved the following room and board rates effective with
the Fall Semester, 2003.

2002-2003 2003-2004 % Increase

Residence Halls

Room & Board/Double Occupancy:
Plan A (19 meals/week with no Flex) $4,410  $4,680 5.77%
Plan B (14 meals/week + $200 flex/sem) 4,300 4,680 8.12%
Plan C (10 meals/week + $150 flex/sem) 4,210 4,430 4.97%
Plan D (7 meals/week + $150 flex/sem) 3,730 3,970 6.05%

Room & Board/Single Occupancy:
Plan A (19 meals/week with no flex) 5,050 5,350 5.61%
Plan B (14 meals/week + $200 flex/sem) 4,940 5,350 7.66%
Plan C (10 meals/week + $150 flex/sem) 4,850 5,100 4.90%
Plan D (7 meals/week + $150 flex/sem) 4,370 4,640 5.82%

Graduate Student Residence Complex/Suites
(All are NEW PLANS — monthly)

Double Occupancy/Schubert Heights 150
Single Occupancy/Graduate House 400
Single Occupancy/West Campus 505
Single Occupancy/Studio Suites 400
Apartment Units (monthly)
One Bedroom/West Campus 445 450 1.11%
One Bedroom 415 425 2.35%
Two Bedroom/1 bath 495 505 1.98%
Two Bedroom/1%2 bath 530 540 1.85%
Two Bedroom/2 bath 560 585 0.88%
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INSTITUTION/AGENCY AGENDA
IDAHO STATE UNIVERSITY (cont.)

ISU BENGAL FOUNDATION AUDIT FY2002

SUBJECT
In compliance with Board Policy, a copy of the audit of the Idaho State University
Bengal Foundation, for the fiscal year ended June 30, 2002, is on file at the
Office of the State Board of Education. Copies of the report are available in the
Office of Financial Services at ISU.

BOARD ACTION
No action is required.
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INSTITUTION/AGENCY AGENDA
UNIVERSITY OF IDAHO

STUDENT HEALTH INSURANCE CONTRACT/PREMIUMS

SUBJECT
Request authorization for the Vice President for Finance and Administration to
enter into a contract with Student Resources for the Student Health Insurance
Program policy underwritten by The MEGA Life and Health Insurance Company
for 2003-04, with the potential to renew on an annual basis if the renewal quote is
acceptable to the University. The contract will reserve the University’s right to
terminate the fully insured contract on 30-days notice. It will also allow the
University to enter into a self-funded financial arrangement during FY04, with
Board approval.

BACKGROUND
The University of Idaho and Combined Insurance Company of America did not
come to mutual agreement on a renewal quote for the University’s Student
Health Insurance program. Combined Insurance Company of America submitted
a renewal proposal requesting a rate increase in excess of 60%, which would
attempt to partially recover underwriting losses from the 2001-02 plan year and
expected losses from the 2002-03 plan year. Given that we had a fully insured
contract with Combined, we found this increase to be unacceptable and proceeded
with a formal request for proposals process one year ahead of schedule.

DISCUSSION
The proposal from Student Resources and The Mega Life and Health Insurance
Company was found to be advantageous and was selected as the preferred
provider by the review committee. Details of the proposed plan are included in
the Report to the Board Office.

IMPACT
The new contract amount is $2,931,000, which represents a 43 % increase over
last year. The premiums for undergraduate students will increase 23%, with the
remaining increase being assumed by spouses and graduate students, who
represent a heavier portion of the claims. The contract is funded via these
student-paid premiums. The 2003-04 plan offers significant improvements in
scope of services to students, benefit enhancements, advances in technology
utilizing an electronic medical records system, and cost of services to students
that is below our peer institutions.

STAFF COMMENTS
The university coordinates the health insurance program for their students. All
costs are supported by the student insurance premiums.
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INSTITUTION/AGENCY AGENDA
UNIVERSITY OF IDAHO (cont.)

BOARD ACTION

A motion to approve the request by University of ldaho to authorize the Vice
President for Finance and Administration to enter into a contract with Student
Resources for the Student Health Insurance Program policy underwritten by The
MEGA Life and Health Insurance Company for 2003-04, with the potential to
renew on an annual basis if the renewal quote is acceptable to the University.

Moved by Seconded by Carried Yes No
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Report to the Board Office
2003-2004 University of Idaho Student Health Program
June 2003

The 2002-2003 academic year continued a major transition for the Student Health
Program for the Moscow campus. Primary care services were outsourced, following a
comprehensive request for proposal process, to Moscow Family Medicine. The results
from this outsourcing are very positive. Significant improvements in scope of services,
advances in technology (e.g., Student Health Services at the University of Idaho is one
of the few student health programs in the nation to utilize an electronic medical records
system), and student/dependent user satisfaction have been achieved during this first
year of the contract. In addition, the University of Idaho is providing outstanding
services at a health fee cost well below our peer institutions as a result of this
outsourcing arrangement. Savings have been achieved through increased provider
productivity and the ability of Moscow Family Medicine to interface with the personal
health insurance for students who choose to waive participation in the University’s
student health insurance program.

Essential enhancements for our student health program are being implemented for
2003-2004. For example, we have hired a psychiatrist to serve Ul students, replacing a
one-day per week contract with a rotating psychiatrist from Saint Joseph’s Hospital in
Lewiston. We are also consolidating our health education and wellness programs and
exploring opportunities for community grants in partnership with our local hospital,
Gritman Medical Center.

Discussions with Moscow dentists took place in late fall 2002 with the idea of creating a
self-insured dental clinic for Ul Student Health Insurance Program enrollees.
Unfortunately, the local group of dentists could not reach consensus about how to
approach coordinating services for students. Options for providing dental services for
students will continue to be explored.

The University is in compliance with the health insurance policies adopted by both the
University and the SBOE. At the University of Idaho, all degree-seeking undergraduate
or graduate students physically enrolled for classes or completing other required degree
work within the State of ldaho, who are enrolled for eight (8) credit hours at the Ul
Centers or four (4) credit hours at the Moscow campus were required to carry health
insurance as a condition of enrollment. The health insurance enrollment requirement
for international students was continued regardless of degree-seeking status or credit
hours.

The University of Idaho, like many colleges and universities from a national perspective,

received a significant rate increase from our incumbent insurance carrier, Combined
Insurance Company of America. Combined requested a rate increase in excess of
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60%, which would attempt to partially recover underwriting losses from the 2001-02 plan
year and expected losses from the 2002-03 plan year. Given that we had a fully insured
contract with Combined, the University found this increase to be unacceptable and we
proceeded with a formal request for process one year ahead of schedule.

Although we only received two proposals, the proposal from Student Resources and
The Mega Life and Health Insurance Company was found to be advantageous and has
been accepted, pending approval of the Regents. Features of this proposal include the
following:

The proposal allows the University to continue working with its own claims
administrator, Klais & Company of Akron, Ohio. This assures that students will have
very few, if any, transition concerns regarding the change in companies indemnifying
the risk for our program. Both covered students and local health care providers
report that Klais is providing outstanding services.

Our arrangement continues to include self-funding of a significant portion of the
claims liability (e.g., prescription drug claims dispensed through our oncampus
Pharmacy and our primary care funding arrangement with Moscow Family
Medicine). Self-funding these services/benefits alows the University to provide a
much more fiscally efficient program.

Although the monthly cost for the program is increasing from $53.66 to $66.50
(23.9%), we have been able to maintain a program that provides outstanding
coverage, which students can rely on for their sole source of health insurance
protection (our program also complies with national standards for student health
insurance/benefit endorsed by the American College Health Association — see
http://www.acha.org/info_resources/stu_health ins.pdf).

Relative to ACHA’s standards, the University of ldaho’s program continues to
operate with no pre-existing condition exclusion and provides a lifetime maximum
benefit of $500,000. Several important adjustments are being made to the program
to encourage utilization of health care resources and to achieve appropriate balance
between benefits provided and out-of-pocket costs for covered persons who utilize
services:

? The in-network coinsurance is being reduced from 90% to 80%, but the annual
100% payment threshold remains at $20,000.

? The prescription drug copayment at our on-campus Pharmacy is increasing from
$15 to $20 for generic medications and $15 to $30 for brand medications.

? Mega Life is providing a comprehensive medical evacuation and repatriation
program, with unlimited benefits, for Ul students who travel abroad and
international students while they are in the United States.
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? The University of Idaho and Moscow Family Medicine jointly agreed to
discontinue offering the “Bridge Plan” that allowed for pre-funding of care at
Student Health Services for students who are covered by private insurance.
Only 110 students selected chose to purchase this supplemental coverage
program during the 2002-03 academic year.

The changes for the student health program for the 2003-2004 academic year are being
implemented, in large part, because of the success achieved over the past two years for
the redesign of our student health program. Over 700 students transitioned off of their
parental/personal health insurance coverage to join our student health insurance program
in the fall of 2001. An additional 1,000 students became insured under our program for the
fall of 2002 as a result of our adoption of a health insurance requirement. Today, over
4,000 students obtain health insurance through the University of Idaho’s program.

Many parents and students continue to inform the University that our program provides an
assurance of quality coverage at a cost that is increasingly favorable compared to the
contributions required to maintain their employer-sponsored health insurance coverage.
National reports indicate that student health insurance programs that provide high quality
coverage are becoming increasingly valuable to students and parents because of the cost
shifting that is occurring among employer-sponsored health insurance programs.

Comprehensive Student Health Insurance Plan Semester Costs

Fall or Fall or Fall or
Spring Spring Spring
Cost Components Semester Semester Semester
Stgﬂﬁ/nt' Spouse  Per Child
Mega Life and Health Insurance
Company
Expected Claims (net of retro) $226.00 $547.50  $335.80
Retrospective Reserve (held by Ul) $15.00 $37.50 $101.20
Retention $68.00 $165.00 $23.00
Total Possible Premium $309.00 $750.00  $460.00
Moscow Family Medicine $28.82 $90.10 $53.53
Klais & Company $11.00 $0.00 $0.00
Ul Benefits and Plan Expenses $50.18 $33.90 $33.47
Total Cost of Coverage $399.00* $874.00  $547.00

*This cost figure is subject to change pending review of State Mandated Benefits. Questions
about University of Idaho Student Health Program may be referred to Dr. Hal Godwin at 208-
885-2210, or by e-mail to hgodwin@sub.uidaho.edu.
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2003-2004 ROOM AND BOARD RATES

The University has approved the room and board rates as detailed on pages 23 and 24.

FINANCE — SECTION | 22 TAB 3



BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

University of Idaho Traditional Residence Hall Room and Board Rates 2003-04

Traditional Residence Hall Room and Annual Rate Semester Rate
Board Rates
*FYO4 rates | FYO3 rates Increase | *FYO4rates | FYO3rates | Increase
Double Room and Meal Plan* #1 $5,168.00[ $ 4,973 3.92%| $ 2,584.00 $ 2,487 3.90%
Double Room and Meal Plan* #2 $5,000.00] $ 4,805 4.06%| $ 2,500.00 $ 2,402 4.08%
Double Room and Meal Plan* #3 $4,746.000 $ 4,549 4.33%| $ 2,373.00 $ 2,274 4.35%
$ $
Targhee Hall Double Room and Meal 4,942.00 4,767 3.67%| $ 2,471.00, $ 2,384 3.65%
Targhee Hall Double Room and
Targhee Meal Plan* $4,942.00[ $ 4,767 3.67%| $ 2,471.00 $ 2,384 3.65%
Steel House Co-op - Double Room/
Co-op Meal Plan* $4,024.00( $ 3,845 4.66%| $ 2,012.00 $ 1,923 4.63%
Single Room and Meal Plan* #1 $6,368.000 $ 6,073 4.86%| $ 3,184.00 $ 3,037 4.84%
Single Room and Meal Plan* #2 $6,200.00[ $ 5,905 5.00%| $ 3,100.00 $ 2,952 5.01%
Single Room and Meal Plan* #3 $5,946.00 $ 5,649 5.26%| $ 2,973.00[ $ 2,824 5.28%
Targhee Hall Single Room and
Targhee Meal Plan $6,142.00| $ 5,867 4.69%| $ 3,071.00 $ 2,934 4.67%
Steel House Co-op — Single Room/
Co-op Meal Plan $5,224.00, $ 4,945 5.64%| $ 2,612.00 $ 2,473 5.62%
McConnell Hall: (Additional Charge) $80.00[ $ 80.00 0% $40| $ 40.00 0%
Fall Only Agreement: AdditionalFee |  ———| = - 0%| $ 400.00( $ 400.00 0%
*Rates Do Not include tax due to possible sales taxes may fluctuations. The meal plan portion only, of the Room and Board
Rates, is taxed. Atthe current 6% ldaho State Tax rate, add an additional $85 - $119/about 2% to the above Annual Rates.

2003-2004 Living Learning Community Package Rates

Living Learning Community Package Annual Rate Semester Rate
Rates

*FYO4 rates | FYO3 rates Increase | *FYO4rates | FYO3rates | Increase
FRESHMAN LIVING LEARNING
COMMUNITY PACKAGES
FLLC Double Room Package* $5,196.00 --| $ 2,598.00
FLLC Single Room Package* $ 6,396.00 --| $ 3,198.00 ---
FLLC Super Double Package* $ 5,446.00 - $ 2,723.00
FLLC Super Single Package* $ 6,646.00 - $ 3,323.00 -
FLLC Super Double as Triple Package* | $ 4,794.00 - $ 2,397.00
FLLC Super Single as Double Package*| $ 5,196.00 --| $ 2,598.00
LIVING LEARNING COMMUNITY
PACKAGES (NON-FRESHMAN)
LLC Double Room Package* $ 4,148.00 - $ 2,074.00 ---
LLC Single Room Package* $ 5,348.00 --| $ 2,674.00
LLC Super Double Package* $ 4,398.00 - $ 2,199.00
LLC Super Single Package* $ 5,598.00 - $ 2,799.00 ---
LLC Super Double as Triple Package* |$ 3,746.00 -] $ 1,873.00 ---
LLC Super Single as Double Package* |$ 4,148.00 - $ 2,074.00

The Freshman Living Learning Community Package includes $974* (before tax) in Dining per semester (which can be
upgraded). The Living Learning Community Package (non-Freshman) includes $450* (before tax) in Dining per semester
(which can be upgraded).

*Rates Do Not include tax due to possible sales tax fluctuations. The Dining portion only, of the Freshman Living Learning
Community Package and the Living Learning Community Package, is taxed. At the current 6% ldaho State Tax rate, add
an additional $98/about 2% to the Freshman Living Learning Community Package Annual Rate and $45/about 1% to the
Living Learning Community Package (non-Freshman) Annual Rate.

Itis proposed to establish the Living Learning Community Deposit at $250 and to raise the Traditional Residence Hall
Deposit (and Application Fee) from $150 to $250.

Liquidated Damages Remain unchanged at $5 per day, Minimum Charge $300-- Maximum Charge $1,000.
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2003-2004 Monthly Apartment Rates 2 Tier Plan

12 MONTH AGREEMENT FYO4Rate FYO3Rate Dollar
Apartment Rates Per Month Per Month Increase Increase

Alumni Residence Center $ 346 $ 325 6.54% $ 21
Graduate Student Residence # B $ 440 $ 414 6.21% $ 26
Graduate Student Residence #C $ 423 $ 398 6.26% $ 25
South Hill Apartments: 1 Br. $ 432 $ 407 6.23% $ 25
South Hill Apartments: 2 Br. $ 460 $ 433 6.15% $ 27
South Hill Apartments: 3 Br. $ 527 $ 497 6.01% $ 30
South Hill Vista: 2 Br. $ 505 $ 476 6.05% $ 29
South Hill Vista: 3 Br. $ 572 $ 540 5.93% $ 32
South Hill Vista: 4 Br. $ 629 $ 594 5.84% $ 35
Elmwood Apartments: 1 Br. Grnd. Flr. $ 451 $ 425 6.18% $ 26
Elmwood Apartments: 1 Br. $ 462 $ 435 6.18% $ 27
Elmwood Apartments: 2 Br. $ 598 $ 565 6.15% $ 33
*<THAN 12 MONTH AGREEMENT FYO4Rate FYO3Rate Dollar
Apartment Rates Per Month Per Month Increase Increase
**Alumni Residence Center $ 376 $ 355 5.99% $ 21
Graduate Student Residence # B $ 470 $ 444 5.79% $ 26
Graduate Student Residence #C $ 453 $ 428 5.82% $ 25
South Hill Apartments: 1 Br. $ 462 $ 437 5.80% $ 25
South Hill Apartments: 2 Br. $ 490 $ 463 5.76% $ 27
South Hill Apartments: 3 Br. $ 557 $ 527 5.66% $ 30
South Hill Vista: 2 Br. $ 535 $ 506 5.69% $ 29
South Hill Vista: 3 Br. $ 602 $ 570 5.61% $ 32
South Hill Vista: 4 Br. $ 659 $ 624 5.56% $ 35
***Elmwood Apartments: 1 Br. Grnd. FlIr. $ 481 $ 455 5.77% $ 26
***Elmwood Apartments: 1 Br. $ 492 $ 465 5.75% $ 27
***E|mwood Apartments: 2 Br. $ 628 $ 595 5.59% $ 33

*Less-than-12-Month Agreement is $30 more per month to offset turnover costs,, same as previous year, no change

**|_ess Than 12-Month Agreement for EImwood is only permitted in the event of a student graduating.

Other Apartment Fees, same as previous year, no change

Carpet cleaning charges: Studio unit, $20; 1-bedroom unit, $30; 1-bedroom w/loft and 2-bedroom unit, $40;
3-bedroom unit, $50; 4-bedroom unit, $60. No Change.

There is a $170 Deposit and a $30 non-refundable Apartment Application Processing Fee. No change.

Change.

Post Doctorate’s, Faculty and Staff month-to-month rate: $40.00 additional per month on the base 12-Month rate. No

FINANCE — SECTION |

24

TAB 3




BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

INSTITUTION/AGENCY AGENDA
LEWIS-CLARK STATE COLLEGE

STUDENT FEE REVENUE NOTE PURCHASE AGREEMENT — SERIES 2003 NOTE

SUBJECT
Request authority for issuance of a Student Fee Revenue Note Purchase
Agreement to provide partial funding for the acquisition and construction of a
Campus Classroom and Activity Center.

Issuance not to exceed $1,591,000 as a tax-exempt student
fee revenue note to partially finance the construction of a
Campus Classroom and Activity Center.

BACKGROUND
Lewis-Clark State College has planned for nearly ten years the construction of a
multi-purpose facility meeting the needs of our students and the college. For
funding purposes, the project has brought together students, college patrons,
and government. The project will be financed by a pledged student fee,
community contributions through the college’s foundation, state appropriations
and bond proceeds through the Idaho State Building Authority.

LCSC, with student support, initially approved a fee in 1997, and increases to the
fee in 1998, 1999 and 2002 for the purpose of funding $2,000,000 of the Center’s
total cost. The college has a current balance of approximately $409,000 in fees.
Accordingly, the need to finance has been reduced to a maximum of $1,591,000
($2,000,000 — 409,000 = $1,591,000).

In the Fall of 1997, the LCSC Foundation embarked upon a $1.5 million fund
raising campaign. By June 30, 2003, the Foundation will have raised $1,265,763
in cash and will have approximately $234,237 in pledges receivable that will be
realized by June 30, 2006. Cash for the construction fund is required by July 16,
2003. The Foundation, through a resolution adopted on June 4, 2003, approved
bridge financing through Wells Fargo Bank Northwest N.A. through an
assignment of pledges at a rate of 3.95% to be repaid as pledges are received.

The 109,180 square-foot facility consists of an events center-gym, multi-purpose
room, classrooms, conditioning and workout rooms, locker room and shower
facilities, treatment and exam spaces, offices and related support spaces,
concession facilities, storage areas, public lobbies and restroom facilities, and
storage areas and building mechanical spaces. In addition, the site work
consists of the addition of several new parking lots, new access roads and
sidewalks, a new trash pick-up facility, various new utility installations, and site
landscaping.
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The College and the Division of Public Works are making final adjustments to the
project budget that will result in overall cost savings. Budget revisions will be
forwarded to the State Board office as they become available.

Funding Summary

Permanent Building Fund $2,022,000

Idaho State Building Authority ~ $10,868,000

Student Fee Revenue Note $1,591,000

Student Fee Cash $409,000

LCSC Foundation $1,500,000

Total Project Cost $16,390,000
DISCUSSION

Student Fee Revenue Note

Documents relating to the issuance and sale of the Note are being prepared by
Wells Fargo Brokerage Services, LLC and the College. This issuance will not be
rated and it will not be insured. The Note will have a tax-exempt rate of 3.97%
with nine annual payments. Final payment will occur on July 15, 2013.

The Note will be issued by a State Board of Education Resolution adopted on
this date and will be secured by the College’s pledged revenues under the
Resolution.

Action on this agenda item consists of a motion to approve the Resolution for the
Student Fee Revenue Note, the titles of which are, respectively, as follows:

A RESOLUTION OF THE STATE BOARD OF EDUCATION
AND THE BOARD OF REGENTS OF THE UNIVERSITY OF
IDAHO, ACTING IN ITS CAPACITY AS THE BOARD OF
TRUSTEES OF LEWIS-CLARK STATE COLLEGE,
AUTHORIZING THE ISSUANCE AND SALE OF STUDENT
FEE REVENUE NOTES, SERIES 2003 IN THE PRINCIPAL
AMOUNT OF UP TO $1,591,000, TO FINANCE A
PORTION OF THE COST OF CONSTRUCTION OF A
CAMPUS CLASSROOM AND ACTIVITY CENTER,
PROVIDING FOR RELATED MATTERS.

IMPACT

The college has been collecting a facility fee from the students since 1997 which
provides the cash. This fee will remain in place to pay off the note.
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STAFF COMMENTS
This project has been the primary issue for LCSC since the mid-1990’s. The
funding has been secured for the state’s portion of the facility (assuming ISBA
bonds are issued) so this is the remaining funding issue. The facility fee is in
place so if enrollment levels are maintained, student fee revenue will be sufficient
to pay off the note.

BOARD ACTION

A motion to approve the Resolution for the Student Fee Revenue Note as
follows:

A RESOLUTION OF THE STATE BOARD OF EDUCATION
AND THE BOARD OF REGENTS OF THE UNIVERSITY OF
IDAHO, ACTING IN ITS CAPACITY AS THE BOARD OF
TRUSTEES OF LEWIS-CLARK STATE COLLEGE,
AUTHORIZING THE ISSUANCE AND SALE OF STUDENT
FEE REVENUE NOTES, SERIES 2003 IN THE PRINCIPAL
AMOUNT OF UP TO $1,591,000, TO FINANCE A
PORTION OF THE COST OF CONSTRUCTION OF A
CAMPUS CLASSROOM AND ACTIVITY CENTER,
PROVIDING FOR RELATED MATTERS.

Moved by Seconded by Carried Yes No
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SUBJECT
Summary for Student Health Insurance Plan (SHIP) for Lewis-Clark State
College

BACKGROUND
In February 2002, the Idaho State Board of Education made policy that mandates
all full-fee paying students attending classes in Idaho to be covered by health
insurance. This policy shall become effective July 1, 2003. (ldaho State Board
of Education policy I11.P.16.b.)

DISCUSSION
As required by Board policy, all Full Fee-Paying Students enrolled for eight (8) or
more credit hours will automatically be covered under the College’s SHIP. The
premium will automatically be charged to all International Students, regardless of
credit hours, and all full-fee paying Domestic Students each semester. Domestic
Student’s with existing health insurance coverage will be exempted from
participation in the SHIP offered by the College by providing proof of comparable
insurance and completing and filing a waiver each academic semester.

The Contract Period will be for one (1) year with option to renew upon mutual
agreement of the contracting parties for one (1) year intervals for a total of five (5)
consecutive renewals. The College shall provide written notice to the Contractor
of its intent to extend this Contract at least 120 days prior to the end of the initial
term or the successive one-year renewal. If the Contractor does not desire to
extend the Contract, the Contractor shall so notify the College in writing no later
than ten days after the date of the College’s notice of intent under this paragraph.
Any renewal shall be under the same terms and conditions as the prior year of
the Contract unless otherwise agreed to by the contracting parties.

The College may terminate the Contract by providing the Contractor with written
notice 120 days prior to the end of the initial term.

Contractor
Renaissance Agencies, Inc.
1437 Seventh Street, Suite 400
Santa Monica, CA 90401

Guarantee Trust Life Insurance Company (underwriter)

1275 Milwaukee Avenue
Glenview, IL 60025
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IMPACT
Benefits:

If the Insured incurs expense resulting from an accident occurring, or sickness
contracted and causing loss, during the policy term, the major medical insurance
will reimburse the following covered medically necessary eligible expenses,
subject to the following limits: (1) Treatment by a physician or surgeon; (2)
hospital confinement; (3) services of a registered graduate nurse; (4) x-rays and
diagnostic imaging; (5) operating room; (6) emergency room; (7) anesthesia; (8)
laboratory service; (9) surgical dressings; (10) prescription medicines; (11)
plaster casts; (12) use of wheelchair or crutches; and (13) ambulance.

Coverage to pay 80% of the reasonable and customary eligible expense incurred
up to an aggregate maximum of $15,000 for any one injury or sickness provided
that payment may be made only for eligible expenses resulting from such
services or treatment rendered within one year from the date of the accident or
one year from the first date of treatment for a sickness.

Student Cost:

PREMIUM - $150 Deductible

For all Eligible Students (SHIP includes Intercollegiate Athletic Injury Coverage —
$2,500 max as a listed benefit)

Fall *Spring
Student Only - Mandatory 146 202
Student & Spouse 348 480
Student & Child(ren) 356 491
Student, Spouse & Child(ren) 558 769

* Spring semester includes summer coverage

Institute for Intensive English (8 week term)

Institute for Intensive English Students (per 8-week term) | 40

STAFF COMMENTS

The university coordinates the health insurance program for their students. All
costs are supported by the student insurance premiums.

BOARD ACTION
A motion to approve the request by Lewis-Clark State College to enter into a
contract with Renaissance Agencies, Inc. to provide student health insurance
underwritten by Guarantee Trust Life Insurance Company.

Moved by Seconded by Carried Yes No
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FY2003-2004 ROOM AND BOARD RATES

The College has approved the following room and board rates effective Fall
2003:

%
2002-2003 2003-2004 Change

Residence Halls

Room & Board/Double Occupancy:

Meal Plan(Platinum) $3,980 $4,201 + 5.6%
Meal Plan (Diamond) $3,750 $3,997 + 6.6%
Meal Plan (Gold) $3,590 $3,777 + 5.2%

Room & Board/Single Occupancy:

Meal Plan (Platinum) $4,415 $4,651 + 5.3%
Meal Plan (Diamond) $4,185 $4,447 + 6.3%
Meal Plan (Gold) $4,025 $4,227 + 5.0%

Parrish House (Room Only)

Single Room $2,135 $2,320 + 8.7%
Double Room $1,765 $1,935 + 9.6%
Double or Triple w/o bath $1,460 $1,615 +10.6%
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LCSC FOUNDATION AUDIT FY 2002

SUBJECT
In compliance with Board Policy, a copy of the audit of the Lewis-Clark State
College Foundation, Inc., for the fiscal year ended June 30, 2002, is on file at the
Office of the State Board of Education. Copies of the report are available in the
Administrative Services office at Lewis-Clark State College.

STAFF COMMENTS
Lewis-Clark State College Foundation, Inc. had assets of $3,423,866, liabilities of
$202,710, and a fund balance of $3,221,156 as of June 30, 2002. Of the assets,
$3,369,216 or 98.4% are restricted in accordance with the purpose established
by the donor. The Foundation’s revenue for FY02 consisted of gifts of $366,446,
interest of $45,651, other income of $8,332, and change in fair value of
investments of ($55,897). Expenditures consisted of Scholarships $174,108,
Activity Center Building Project $60,094, LCSC Supported Activities $57,021,
and Other $91,517.

BOARD ACTION
No Board action is required.
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SUBJECT
Approval of FY2004 Appropriated Funds Operating Budgets and Capital Budgets

BACKGROUND

Per Board policy (V.B.3.b.(2)), “each institution, school or agency prepares an
operating budget for the next fiscal year based upon guidelines adopted by the
Board. Each budget is then submitted to the Board in a summary format
prescribed by the executive director for review and formal approval before the
beginning of the fiscal year.” The State Department of Education, the community
colleges, ldaho State Historical Society, and the Idaho State Library are exempt
from this section of the policy. The operating budgets have been developed
based on appropriations passed by the legislature during the 2003 session.

Also presented for approval is the Capital Budget, which identifies projects
funded by the Permanent Building Fund and institutional requests from other
fund sources.

DISCUSSION

The operating budgets are presented in two different formats. The budgets for
agencies, health programs, and special programs contain a budget summary
(displayed by program, by source of revenue, and by expenditure classification)
and a budget overview that briefly describes changes from the previous fiscal
year. For the college & universities, postsecondary professionaltechnical
education and agricultural research and cooperative extension, additional
information is provided. In addition to the budget summary by function and by
classification and the budget overview, these budgets provide an availability and
allocation of funds worksheet that identifies the source of additional revenue for
FY04 and the allocation of the additional funds. Also, personnel costs are
summarized by type of position and individual position changes are detailed.

The FY04 Budget Reports Index on page 34 provides a guide to the various
budgets.

IMPACT
Approval of the budgets establishes the fiscal spending plans for FY2004.

STAFF COMMENTS
The budgets have been developed according to legislative intent and/or Board
guidelines.

BOARD ACTION
A motion to approve the FY2004 operating budgets for the Office of the State
Board of Education, the School for the Deaf and the Blind, Professional
Technical Education, Health Programs, Special Programs, Public Broadcasting,
Vocational Rehabilitation, the College and Universities, Agricultural Research &
Cooperative Extension, and the Capital Budget as detailed in Tab 5.

Moved by Seconded by Carried Yes No
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FYO04 General Account Funds by Program
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Office of the State Board of Education

FY 2004 Operating Budget

FY 2003 FY 2004 PERCENT OF
BUDGET BUDGET CHANGE
By Program:
Administration 1,371,900 1,721,000 25.45%
Assessment 3,966,100 3,260,600 -17.79%
Idaho's MOST 735,000 252,100 -65.70%
Governor's Initiative - Incentive Grants 100,000 85,900 -14.10%
Miscellaneous Receipts 5,000 10,000 100.00%
GIANTS 17,000
System Wide Needs 75,000 75,000 0.00%
Total Programs 6,253,000 5,421,600 -13.30%
By Fund Source:
General Fund 5,513,000 5,142,500 -6.72%
Federal Funds 320,300 148,200 -53.73%
Miscellaneous Revenue 419,700 130,900 -68.81%
Total Funds 6,253,000 5,421,600 -13.30%
By Expenditure Classification:
Personnel Costs 1,405,300 1,206,700 -14.13%
Operating Expenditures 4,747,700 4,119,000 -13.24%
Capital Outlay 0 0
Trustee/Benefit Payments 100,000 95,900 -4.10%
Total Expenditures 6,253,000 5,421,600 -13.30%
FTP 21.00 19.4 -7.62%

Budget Overview

Administration/Assessment funds are appropriated in HB353 and HB462, and System
Wide Needs funds are appropriated in HB471. Miscellaneous Revenue consists of
grants from the J.A. & Kathryn Albertson Foundation, Proprietary Schools fees, and the
GIANTS program. Federal funds consist of a grant related to Idaho's MOST. The FY04
budget includes a base reduction of $416,700 for Administration and Assessment.
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IDAHO SCHOOL FOR THE DEAF AND THE BLIND
FY 2004 OPERATING BUDGET

FY 2003 FY 2004 % OF
BUDGET BUDGET CHANGE
Major Program
Education and Support Services 7,468,700 7,615,300 1.96%
Source of Revenue
General Fund (0001) 7,051,500 7,183,600 1.87%
Federal Funds (0348) 127,100 127,100 0.00%
Miscellaneous Receipts (0349) 103,100 117,600 14.06%
Dedicated Endowments (0481-03) 187,000 187,000 0.00%
GRAND TOTAL 7,468,700 7,615,300 1.96%
Expenditure Class:
Personnel Costs 6,206,100 6,325,000 1.92%
Operating Expenditures 1,204,100 1,217,300 1.10%
Capital Outlay 58,500 73,000 24.79%
GRAND TOTAL 7,468,700 7,615,300 1.96%

The FY 2004 appropriation for the Idaho School for the Deaf and the Blind includes
$118,900 for Personnel Cost Rollups within the MCO decision unit for cost increases to
the state employee medical insurance program. The appropriation also includes $13,200
for non-standard adjustments for risk management fees, State Controller fees and State
Treasurer fees. No General Fund appropriation was provided for Capital Outlay. The
appropriation includes dedicated and Federal funding for Capital Outlay related
expenditures.

HB 457 provides for 121.52 FTP which is the same FTP count as in FY 2003.
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IDAHO PUBLIC TELEVISION

FY 2004 Operating Budget

FY 2003 FY 2003 FY 2004 %
Budget Less Holdback Budget Change
By Program:
Programming 1,906,300 1,906,300 1,213,821 -36.33%
Technical Services 2,827,330 2,759,830 1,278,613 -54.78%
Communications 394,582 394,582 399,157 1.16%
*  Production 689,179 689,179 1,282,215 86.05%
**  Administration 1,120,849 1,120,849 1,315,125 17.33%
Marketing 927,915 927,915 972,872 4.84%
Total 7,866,155 7,798,655 6,461,803 -17.85%
By Fund Source:
General Fund 1,929,700 1,862,200 1,528,200 -20.81%
Federal Funds 42,000 100.00%
Dedicated CPB Funds 804,600 804,600 820,200 1.94%
Local Funds 5,131,855 5,131,855 4,071,403 -20.66%
Total 7,866,155 7,798,655 6,461,803 -17.85%
By Standard Class:
Personnel 3,234,210 3,234,210 3,129,892 -3.23%
Operating Expenditures 3,010,560 2,968,060 3,146,861 4.53%
Capital Outlay 1,621,385 1,596,385 185,050 -88.59%
Total 7,866,155 7,798,655 6,461,803 -17.85%
FTE 55 55 53 -3.64%

Budget Overview

This budget contains no merit or equity increases in salary and reflects a decrease in general
funded positions of two. Capital outlay is replacement capital funded with private dollars to
replace aging equipment used in the production of local programming. The Education
Department was combined with Programming. Ready-to-Learn, First Book, and the National
Teachers Training Institute education projects were moved to the Programming Department and
will continue to be a priority to Idaho PTV. This budget is based on dollar amounts available at
the time this budget was produced. More money may become available from Federal and local
sources during FY 2004 and Idaho Public Television would ask permission to spend these funds

Notes:

FY 2003 budget per Senate Bill 1525
FY 2004 budget per House Bill 422

*  Production increases were due to one-time funds attributed to a regional partnership.
**  The Administrative budget increase was due to an increase in non-standard adjustments.
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JUNE 26-27, 2003

IDAHO DIVISION OF VOCATIONAL REHABILITATION
FY 2004 BUDGET IMPACT STATEMENT

The appropriated budget for SFY 2004 is 1.4% less in total than the amount originally
appropriated for SFY 2003 and does not include one-time funding for Capital Outlay.
The State Renal Disease program’s funding encountered a 1% reduction, which will
impact the number of clients the program will be able to serve. The Funding for the
Epilepsy League of Idaho was reduced by 3.6%. The funding for the State Independent
Living Council (SILC) was spared somewhat and was increased due to the granting of
additional authority to spend monies received from the Idaho Task Force from a sub-
lease between the SILC and the Idaho Task Force. The Vocational Rehabilitation
Program (VR Program) was reduced by 1.5%.

The VR program received $283,700 less than what was requested in the Maintenance
of Current Operations (MCO) budget resulting in a loss of Federal funds for the
program. State General Funds for the VR program were reduced significantly, which
has resulted in a deficit in matching funds of $70,628.16. This deficit will result in a loss
of $260,959 of the federal funds granted for this program. Total loss to the VR program
is $331,587.16. This reduction in the VR Program will hamper efforts in providing
services to the targeted populations of youths in transition, migrant seasonal farm
workers and individuals with end-stage renal disease, as well as the general population.
In addition, the overall Division production levels will deteriorate due to rising costs, lack
of resources and the steady increase in the demand for our services.

There also lies the potential for the reduction in field staff and the closure of sub-
regional offices in outlying geographical locations, which will significantly impact
services and outreach to rural areas of our state. In addition, the Division is prepared to
continue efforts in controlling operating expenses to offset reductions in the budget and
limit the effects of funds available to provide services to people with disabilities.

If the Division were not able to serve all those who come to us, it would force Vocational
Rehabilitation into to an order of selection in which only those with the most significant
disabilities would be served. Individuals with less significant disabilities will be placed
on a waiting list until funds are available to provide services.

The VR program also did not receive the $259,600 of Capital Outlay funds requested.
A loss of capital outlay funding will eliminate the replacement of vehicles, computers
and other equipment items scheduled for replacement in SFY 2004. In addition, the
inability to invest in certain information technology items will limit the Division’s ability to
progress with goals and objectives set forth in its Strategic Plan in the area of
technology.
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

IDAHO DIVISION OF VOCATIONAL REHABILITATION
FY 2004 BUDGET IMPACT STATEMENT (cont.)

The impact of appropriations for SFY 04 for the Epilepsy League is a reduction of
statewide information services with regard to epilepsy. The erosion of the amount of
money available for outreach services to rural Idaho is presenting serious challenges.

In FY 2002, over $10,000 more was expended than was available through a contract
with Vocational Rehabilitation but the Epilepsy League was able to subsidize the over-
expenditure through other sources, i.e. fundraising activities, donations, etc. This fiscal
year that deficit will increase to $13,000 to $14,000 but, again, the Epilepsy League has
relied on reserves and other sources. This is not an option for next fiscal year.

FY 2004 budget is a major concern to the Epilepsy League of Idaho since it is losing
those ancillary funds that have been relied on in the past. The Epilepsy League of
Idaho will eliminate staff training, which is problematic since there are significant
advances being made in the field of epilepsy. Quality of service will diminish as a result
of the elimination of training. Level of service is the next area we will reluctantly be
looking at. The League will attempt to identify alternative sources of funds but if not
successful, it may be faced with closing the North Idaho office.

The SFY 2004 budget appropriation for the State Independent Living Council was
impacted by a 2.0% increase. Although the 2004 budget is over the amount
appropriated for 2003, it still falls short of the requested amount necessary for the
management of the State Plan. The SILC did receive supplemental authority due to a
sub-lease agreement between the SILC and the Idaho Task Force in which the SILC
will receive $500 a month in program income. The supplemental authority is in
operating and will offset the increase in rent the SILC is now paying.

As a result of the decrease in funding, the SILC will have to adjust payments made to
the Independent Living Centers and reduce operating expenditures of the SILC, which
will reduce the SILC’s ability to implement and monitor the State Plan for Independent
Living Services.
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IDAHO DIVISION OF VOCATIONAL REHABILITATION
FY2004 Operating Budget

COMPARISON BY PROGRAM

ORIGINAL REVISED SFY 2004 %
PROGRAM SFY 2003 SFY 2003 BUDGET CHANGE  CHANGE
Renal Disease 541,400.00 522,450.00 535,900.00 (5,500.00) -1.016%
Vocational Rehabilitation 16,786,800.00  16,677,250.00 16,541,000.00 (245,800.00)  -1.464%
Epilepsy League 72,900.00 70,300.00 70,300.00 (2,600.00)  -3.567%
SILC (State Independent Living Council) 292,200.00 289,600.00 298,100.00 5,900.00 2.019%
17,693,300.00 _ 17,559,600.00 _ 17,445,300.00 _ (248,000.00) -1.4017%
COMPARISON BY FUND
FUND
State General Fund 3,819,100.00  3,685,400.00  3,673,000.00 (146,100.00)  -3.826%
Rehabilitation Revenue & Refunds Fund 609,000.00 609,000.00 609,000.00 - 0.000%
Federal Grants Fund 12,841,300.00 12,841,300.00 12,733,400.00 (107,900.00)  -0.840%
Miscellaneous Revenue Fund 423,900.00 423,900.00 429,900.00 6,000.00 1.415%
17,693,300.00 _ 17,559,600.00 _ 17,445,300.00 _ (248,000.00) -1.4017%
COMPARISON BY CLASS
CLASS
Personnel Costs 7,234,200.00  7,234,200.00  7,369,600.00  135,400.00 1.872%
Operating Expenditures 1,429,900.00  1,429,900.00  1,439,200.00 9,300.00 0.650%
Capital Outlay 303,200.00 303,200.00 - (303,200.00) -100.000%
Trustee and Benefit Payments 8,726,000.00  8,592,300.00  8,636,500.00  (89,500.00)  -1.026%
17,693,300.00 _ 17,559,600.00 _ 17,445,300.00 _ (248,000.00) -1.4017%
FTE 150.00 150.00 150.00
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College & Universities

FY04 Appropriated Funds Budget By Function
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OB3D

BOISE STATE UNIVERSITY

Budget Distribution by Activity and Expense Class
July 1, 2003 - June 30, 2004

FY2003 Original Budget FY2004 Original Budget Changes from Prior Year

By Function/ Exp Class Amount % of Total Amount % of Total Amount % Chge
By Function:
Instruction $49,582,757 52.53% $52,643,346 52.57% $3,060,589 6.17%
Research 1,207,135 1.28% 1,274,273 1.27% 67,138 5.56%
Public Service 593,833 0.63% 601,776 0.60% 7,943 1.34%
Library 5,731,529 6.07% 5,925,251 5.92% 193,722 3.38%
Student Services 5,859,852 6.21% 6,258,185 6.25% 398,333 6.80%
Physical Plant 9,631,387 10.20% 10,176,735 10.16% 545,348 5.66%
Institutional Support 10,994,669 11.65% 11,718,628 11.70% 723,959 6.58%
Academic Support 9,029,672 9.57% 9,690,606 9.68% 660,934 7.32%
Athletics 1,755,466 1.86% 1,851,700 1.85% 96,234 5.48%
Total Bdgt by Activity $94,386,300 100.00% $100,140,500 100.00% $5,754,200 6.10%
By Expense Class:
Personnel Costs:
Salaries:
Faculty $30,520,818 32.34% $32,394,875 32.35% $1,874,057 6.14%
Executive/Admin $2,914,119 3.09% $2,881,923 2.88% (32,196) -1.10%
Managerial/Prof 11,778,338 12.48% 11,660,750 11.64% (117,588) -1.00%
Classified 9,386,223 9.94% 9,291,509 9.28% (94,714) -1.01%
Grad Assist 1,788,782 1.90% 1,845,085 1.84% 56,303 3.15%
Irregular Help 1,338,007 1.42% 1,513,782 1.51% 175,775 13.14%
Total Salaries $57,726,287 61.16% $59,587,924 59.50% $1,861,637 3.22%
Personnel Benefits 17,385,631 18.42% 20,143,053 20.11% 2,757,422 15.86%
Total Pers Costs $75,111,918 79.58% $79,730,977 79.62% $4,619,059 6.15%
Operating Expense:
Travel $518,815 0.55% $516,587 0.52% (2,228) -0.43%
Utilities 2,801,097 2.97% 2,821,097 2.82% 20,000 0.71%
Insurance 539,028 0.57% 559,028 0.56% 20,000 3.71%
Other Oper. Exp 10,678,463 11.31% 11,535,377 11.52% 856,914 8.02%
Total Oper. Exp $14,537,403 15.40% $15,432,089 15.41% $894,686 6.15%
Capital Outlay:
Depart Equipment $2,357,455 2.50% $2,451,509 2.45% 94,054 3.99%
Library Acquisitions 2,379,524 2.52% 2,525,925 2.52% 146,401 6.15%
Total Cap Outlay $4,736,979 5.02% $4,977,434 4.97% $240,455 5.08%
Tot Bdgt by Exp Class $94,386,300 100.00% $100,140,500 100.00% $5,754,200 6.10%
TOTAL FTE POSITIONS 1,131.95 1,147.33 15.38 1.36%
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OB3D

IDAHO STATE UNIVERSITY

Budget Distribution by Activity and Expense Class
July 1, 2003 - June 30, 2004

FY2003 Original Budget FY2004 Original Budget Changes from Prior Year

By Function/ Exp Class Amount % of Total Amount % of Total Amount % Chge
By Function:
Instruction $47,996,129 57.68% $51,167,000 58.26% $3,170,871 6.61%
Research 1,810,141 2.18% 1,909,718 2.17% 99,577 5.50%
Public Service 0 0.00% 0 0.00% 0 0.00%
Library 4,088,208 4.91% 4,280,884 4.87% 192,676 4.71%
Student Services 4,856,567 5.84% 4,948,302 5.63% 91,735 1.89%
Physical Plant 9,513,866 11.43% 9,876,241 11.24% 362,375 3.81%
Institutional Support 7,830,466 9.41% 8,255,476 9.40% 425,010 5.43%
Academic Support 5,068,123 6.09% 5,096,079 5.80% 27,956 0.55%
Athletics 2,045,300 2.46% 2,295,200 2.61% 249,900 12.22%
Total Bdgt by Activity $83,208,800 100.00% $87,828,900 100.00% $4,620,100 5.55%
By Expense Class:
Personnel Costs:
Salaries:
Faculty $29,431,730 35.37% $31,045,203 35.35% $1,613,473 5.48%
Executive/Admin 2,837,744 3.41% 2,824,472 3.22% (13,272) -0.47%
Managerial/Prof 7,069,903 8.50% 7,364,445 8.38% 294,542 4.17%
Classified 9,474,921 11.39% 9,602,878 10.93% 127,957 1.35%
Grad Assist 1,402,092 1.69% 1,402,092 1.60% 0) 0.00%
Irregular Help 1,909,185 2.29% 1,975,822 2.25% 66,637 3.49%
Total Salaries $52,125,575 62.64% $54,214,911 61.73% $2,089,337 4.01%
Personnel Benefits 15,535,188 18.67% 16,981,496 19.33% 1,446,308 9.31%
Total Pers Costs $67,660,762 81.31% $71,196,407 81.06% $3,535,645 5.23%
Operating Expense:
Travel 702,841 0.84% 746,794 0.85% 43,953 6.25%
Utilities 2,473,651 2.97% 2,606,989 2.97% 133,338 5.39%
Insurance 656,689 0.79% 656,689 0.75% 0 0.00%
Other Oper. Exp 9,228,453 11.09% 9,951,630 11.33% 723,177 7.84%
Total Oper. Exp $13,061,634 15.70% $13,962,102 15.90% $900,468 6.89%
Capital Outlay:
Depart Equipment 652,407 0.78% 683,478 0.78% 31,071 4.76%
Library Acquisitions 1,833,997 2.20% 1,986,913 2.26% 152,916 8.34%
Total Cap Outlay $2,486,404 2.99% $2,670,391 3.04% $183,987 7.40%
Tot Bdgt by Exp Class $83,208,800 100.00% $87,828,900 100.00% $4,620,100 5.55%
TOTAL FTE POSITIONS 991.22 1,013.39 22.17 2.24%
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UNIVERSITY OF IDAHO

Budget Distribution by Activity and Expense Class

July 1, 2003 - June 30, 2004

FY2003 Original Budget

FY2004 Original Budget

OB3D

Changes from Prior Year

By Function/ Exp Class Amount % of Total Amount % of Total Amount % Chge
By Function:
Instruction $54,060,743 48.29% $56,577,268 47.72% $2,516,525 4.65%
Research 6,204,458 5.54% 6,219,666 5.25% 15,208 0.25%
Public Service 165,175 0.15% 166,687 0.14% 1,512 0.00%
Library 6,460,230 5.77% 6,520,541 5.50% 60,311 0.93%
Student Services 5,492,837 491% 5,707,351 4.81% 214,514 3.91%
Physical Plant 16,714,285 14.93% 18,031,853 15.21% 1,317,568 7.88%
Institutional Support 12,723,947 11.37% 14,243,860 12.01% 1,519,913 11.95%
Academic Support 8,261,864 7.38% 9,127,414 7.70% 865,550 10.48%
Athletics 1,863,161 1.66% 1,970,660 1.66% 107,499 5.77%
Total Bdgt by Activity $111,946,700 100.00% $118,565,300 100.00% $6,618,600 5.91%
By Expense Class:
Personnel Costs:
Salaries:
Faculty $34,046,974 30.41% $34,213,574 28.86% $166,600 0.49%
Executive/Admin 4,248,995 3.80% 4,238,222 3.57% (20,773) -0.25%
Managerial/Prof 8,858,098 7.91% 9,423,896 7.95% 565,798 6.39%
Classified 14,852,413 13.27% 14,885,157 12.55% 32,744 0.22%
Grad Assist 2,612,377 2.33% 2,701,131 2.28% 88,754 3.40%
Irregular Help 1,470,792 1.31% 1,451,752 1.22% (19,040) -1.29%
Total Salaries $66,089,649 59.04% $66,913,732 56.44% $824,083 1.25%
Personnel Benefits 20,060,451 17.92% 21,411,668 18.06% 1,351,217 6.74%
Total Pers Costs $86,150,100 76.96% $88,325,400 74.50% $2,175,300 2.53%
Operating Expense:
Travel 708,416 0.63% 636,559 0.54% (71,857) -10.14%
Utilities 3,777,060 3.37% 4,613,160 3.89% 836,100 22.14%
Insurance 1,005,500 0.90% 1,281,900 1.08% 276,400 27.49%
Other Oper. Exp 15,761,724 14.08% 19,168,781 16.17% 3,407,057 21.62%
Total Oper. Exp $21,252,700 18.98% $25,700,400 21.68% $4,447,700 20.93%
Capital Outlay:
Depart Equipment 1,570,701 1.40% 1,566,301 1.32% (4,400) -0.28%
Library Acquisitions 2,973,199 2.66% 2,973,199 2.51% 0 0.00%
Total Cap Outlay $4,543,900 4.06% $4,539,500 3.83% ($4,400) -0.10%
Tot Bdgt by Exp Class $111,946,700 100.00% $118,565,300 100.00% $6,618,600 5.91%
TOTAL FTE POSITIONS 1,226.30 1,225.48 (0.82) -0.07%
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LEWIS CLARK STATE COLLEGE

Budget Distribution by Activity and Expense Class

July 1, 2003 - June 30, 2004

FY2003 Original Budget

FY2004 Original Budget

OB3D

Changes from Prior Year

By Function/ Exp Class Amount % of Total Amount % of Total Amount % Chge
By Function:
Instruction $8,053,973 47.94% $8,594,799 48.98% $540,826 6.72%
Research 29,703 0.18% 38,591 0.22% 8,888 0.00%
Public Service 0 0.00% 0 0.00% 0 0.00%
Library 807,634 4.81% 784,754 4.47% (22,880) -2.83%
Student Services 1,313,229 7.82% 1,390,279 7.92% 77,050 5.87%
Physical Plant 2,091,579 12.45% 2,151,448 12.26% 59,869 2.86%
Institutional Support 2,249,637 13.39% 2,359,000 13.44% 109,363 4.86%
Academic Support 1,628,025 9.69% 1,589,292 9.06% (38,733) -2.38%
Athletics 625,520 3.72% 639,737 3.65% 14,217 2.27%
Total Bdgt by Activity $16,799,300 100.00% $17,547,900 100.00% $748,600 4.46%
By Expense Class:
Personnel Costs:
Salaries:
Faculty 5,161,051 30.72% 5,273,425 30.05% $112,374 2.18%
Executive/Admin 1,093,787 6.51% 1,092,818 6.23% (969) -0.09%
Managerial/Prof 1,879,996 11.19% 1,933,760 11.02% 53,764 2.86%
Classified 1,809,482 10.77% 1,840,967 10.49% 31,485 1.74%
Grad Assist 0 0.00% 0.00% 0 0.00%
Irregular Help 250,138 1.49% 275,900 1.57% 25,762 10.30%
Total Salaries $10,194,454 60.68% $10,416,870 59.36% $222,416 2.18%
Personnel Benefits 3,253,167 19.36% 3,534,330 20.14% 281,163 8.64%
Total Pers Costs $13,447,621 80.05% $13,951,200 79.50% $503,579 3.74%
Operating Expense:
Travel 0 0.00% 0 0.00% 0
Utilities 604,802 3.60% 627,800 3.58% 22,998 3.80%
Insurance 111,100 0.66% 107,700 0.61% (3,400) -3.06%
Other Oper. Exp 2,378,977 14.16% 2,579,400 14.70% 200,423 8.42%
Total Oper. Exp $3,094,879 18.42% $3,314,900 18.89% $220,021 7.11%
Capital Outlay:
Depart Equipment 84,000 0.50% 109,000 0.62% 25,000 29.76%
Library Acquisitions 172,800 1.03% 172,800 0.98% 0 0.00%
Total Cap Outlay $256,800 1.53% $281,800 1.61% $25,000 9.74%
Tot Bdgt by Exp Class $16,799,300 100.00% $17,547,900 100.00% $748,600 4.46%
TOTAL FTE POSITIONS 241.06 245.34 4.28 1.78%
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SYSTEM SUMMARY

Budget Distribution by Activity and Expense Class

July 1, 2003 - June 30, 2004

FY2003 Original Budget

FY2004 Original Budget

OB1B-SYS

Changes from Prior Year

By Function/ Exp Class Amount % of Total Amount % of Total Amount % Chge
By Function:
Instruction $159,693,602 52.13% $168,982,413 52.14% $9,288,811 5.82%
Research 9,251,437 3.02% 9,442,248 2.91% 190,811 2.06%
Public Service 759,008 0.25% 768,463 0.24% 9,455 1.25%
Library 17,087,601 5.58% 17,511,430 5.40% 423,829 2.48%
Student Services 17,522,485 5.72% 18,304,117 5.65% 781,632 4.46%
Physical Plant 37,951,117 12.39% 40,236,277 12.42% 2,285,160 6.02%
Institutional Support 33,798,719 11.03% 36,576,964 11.29% 2,778,245 8.22%
Academic Support 23,987,684 7.83% 25,503,391 7.87% 1,515,707 6.32%
Athletics 6,289,447 2.05% 6,757,297 2.09% 467,850 7.44%
Total Bdgt by Activity $306,341,100 100.00% $324,082,600 100.00% $17,741,500 5.79%
By Expense Class:
Personnel Costs:
Salaries:
Faculty $99,160,573 32.37% $102,927,077 31.76% $3,766,504 3.80%
Executive/Admin 11,094,645 3.62% 11,037,435 3.41% (57,210) -0.52%
Managerial/Prof 29,586,335 9.66% 30,382,851 9.38% 796,516 2.69%
Classified 35,523,039 11.60% 35,620,511 10.99% 97,472 0.27%
Grad Assist 5,803,251 1.89% 5,948,308 1.84% 145,057 2.50%
Irregular Help 4,968,122 1.62% 5,217,256 1.61% 249,134 5.01%
Total Salaries $186,135,965 60.76% $191,133,437 58.98% $4,997,473 2.68%
Personnel Benefits 56,234,437 18.36% 62,070,547 19.15% 5,836,110 10.38%
Total Pers Costs $242,370,401 79.12% $253,203,984 78.13% $10,833,583 4.47%
Operating Expense:
Travel 1,930,072 0.63% 1,899,940 0.59% (30,132) -1.56%
Utilities 9,656,610 3.15% 10,669,046 3.29% 1,012,436 10.48%
Insurance 2,312,317 0.75% 2,605,317 0.80% 293,000 12.67%
Other Oper. Exp 38,047,617 12.42% 43,235,188 13.34% 5,187,571 13.63%
Total Oper. Exp $51,946,616 16.96% $58,409,491 18.02% $6,462,875 12.44%
Capital Outlay:
Depart Equipment 4,664,563 1.52% 4,810,288 1.48% 145,725 3.12%
Library Acquisitions 7,359,520 2.40% 7,658,837 2.36% 299,317 4.07%
Total Cap Outlay $12,024,083 3.93% $12,469,125 3.85% $445,042 3.70%
Tot Bdgt by Exp Class $306,341,100 100.00% $324,082,600 100.00% $17,741,500 5.79%
TOTAL FTE POSITIONS 3,590.53 3,631.54 41.01 1.14%
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

BOISE STATE UNIVERSITY
FY2004 BUDGET OVERVIEW
GENERAL EDUCATION

FY 2003 Operating Budget $94,386,300
Net Adjustments (630,300)
FY 2004 Increases

MCO Increases 1,391,700
Est. Increased Student Fee Revenue 4,992 800

FY 2004 Operating Budget $100,140,500

General Information

Boise State University’s FY 2004 general account base budget has a net increase of
$761,400 from the prior year. This represents a 1.14% increase in State funding.
Student Fees increased approx. 9%, resulting in projected new revenue of $4,992,800.
The total increase in funding to support university operations is $5,754,200.

There were no funds provided for salary increases for the second consecutive year.

The $761,400 of new state funding helps to partially off-set the significant increase in
health care costs, state imposed fees related to Controller and Treasurer Fees,
inflationary increases for library acquisitions as well as other fixed cost increases.

Boise State held an open fee hearing in March and a subsequent meeting of the
University’s Executive Budget Committee (members include faculty representatives,
student leaders, staff representatives and vice presidents). This committee thoughtfully
reviewed the fee hearing minutes and recommended the 9% student fee increase.

The increased revenue from student fees will be used to cover the remaining costs
associated with fixed cost increases and infrastructure needs related to dramatic
increases in student enroliment.

Boise State University will continue it's current course of cautious and limited hiring,
consolidated use of buildings and reduced hours for heating and cooling buildings. It is
anticipated that Boise State will be able to avoid up to $200,000 in energy costs due to
reduced hours of heating and cooling of buildings.
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BOISE STATE UNIVERSITY (cont.)
FY2004 BUDGET OVERVIEW
GENERAL EDUCATION

Boise State will continue to review programs and operations to seek potential new ways
to trim costs while still meeting student enroliment pressures, preserving critical
programs, faculty and staff necessary to meet our role and mission. The phased-in
integration of the ‘one front door nursing curriculum’ is on track to be complete in FY
2005. This process is moving the practical nursing program from the Larry Selland
College of Applied Technology to the Department of Nursing in the College of Health
Sciences.

Student enrollments are projected to continue their dramatic rise, and many core
classes are now full for the fall semester. Although some new sections have been
added, the recent request to revert $2 million to the state impacts our ability to quickly
respond to enrollment demands as well as we would like.

Although the FY 2004 budget remains challenging for Boise State University, we look
forward to the new West Campus facility and remain dedicated to working through the
current challenges. We anticipate using one-time reserve funds when BSU West
comes on-line in approx.18 months. This facility will need to be furnished and equipped
— at a cost of well over $1 million. In addition, we anticipate additional funding of
$350,000 necessary due to project delays and additional salary funds due to increased
positions necessary to staff and maintain operations at that facility.
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Boise State University
AVAILABILITY AND ALLOCATION OF FUNDS FOR FY2004
GENERAL EDUCATION
APPROPRIATED FUNDS ONLY

1 FUNDS AVAILABLE: FTE AMOUNT

2 FYO03 On-going Operating Budget $94,386,300

3 Adjustments:

4 One-time Funding (134,200)

5 Base Reduction (Endowment Funds Loss) (496,100)

6 FYO04 Operating Budget Base $93,756,000

7

8 Additional Funding for FY04:

9 Personnel Benefits 1,098,300
10 Risk Mgmt/Controller/Treasurer Fees $113,200
11 Enrollment Workload 56,000
12 New Occupancy Costs 40,100
13 One-Time Allocation for Facilities Support 84,100
14 Changes in Student Fee Revenue 4,992,800
15 Total Additional Funding Above Base $6,384,500
16
17 Total Funds Available for FY04 $100,140,500
18
19 ALLOCATION OF FUNDS:

20 FYO03 Original Operating Budget 1,131.95 $94,386,300
21 Adjustments:

22 One-time Funding (134,200)
23 Net Base Reduction (496,100)
24 FY04 Operating Budget Base 1,131.95 $93,756,000
25 MCO Increases:

26 MCO Increases to Budget Base (Excl Nonstd Adj):

27 Salary Adjustments-CEC, Prom, Other

28 Faculty $68,616
29 Executive/Administrative 0
30 Managerial/Professional 0
31 Classified 0
32 Irregular Help 0
33 Graduate Assistants 0
34 Total Changes to Existing Positions 0.00 $68,616
35

36 Inflationary Increases:

37 OE and CO $864,541
38 Fringe Benefits 1,407,422
39 Library Acquisitions 146,400
40 Total Inflationary Increases $2,418,363
41 Total MCO Increases 0.00 $2,486,979
42

43 Other Adjustments/Allocations of Funds:

44

45 New Occupancy Costs (academic usage of Rec. Ctr.) $40,100
46 One-Time Facilities Support - Physical Plant 84,100
a7 Reserve for Instructional Needs 2,914,160
48 Intercollegiate Athletics 106,400
49 Summer School Support Funding 268,020
50 Adjunct salaries for fall sections 115,000
51 PT Faculty to Full Time (A. Klautsch) 1.00 0
52 Misc. Reallocations (Fund Shifts) 4.87 0
53 College of Health Science 4.50 243,526
54 Division of Extended Studies (classified personnel fund shift from local) 5.01 126,215
55 Total Other Adjustments 15.38 $3,897,521
56

57

58 FYO04 Original Operating Budget 1,147.33 $100,140,500
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IDAHO STATE UNIVERSITY
FY2004 BUDGET OVERVIEW
GENERAL EDUCATION

The FYO04 operating budget ($87,828,900) represents an increase of 5.55% over
FY03. The additional revenue derived from the 10% student fee increase provides
significant support for maintaining quality education for our students. Our desire has
been to maintain existing programs while assessing the financial value of specific
classes as well as investing in programs where there is demonstrated need.

Through the student fee increase, we were able to restore the '03 cuts to the
adjunct faculty pool ($1,116,500) as well as expanding instructional offerings in key
areas. They include:

1) Expansion of health related programs in Boise ($241,900 , 4.50 FTE)

2) Nursing, Paramedic & Dental programs in Pocatello ($328,000, 1.68 FTE)

3) Engineering, Geosciences and Nuclear Science ($312,300, 3.0 FTE)

4) Communication & Theater & Anthropology ($127,100, 2.0 FTE).

Student fees also provided an increase for non-personnel operating budgets to offset
general inflation. Additionally the increase allowed us to resume funding of our
Intercollegiate Athletic gender equity plan.

The University continues to explore ways of increasing efficiency while
maintaining/improving services the public demands.
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IDAHO STATE UNIVERSITY

AVAILABILITY AND ALLOCATION OF FUNDS FOR FY2004
GENERAL EDUCATION
APPROPRIATED FUNDS ONLY

FTE AMOUNT

1 FUNDS AVAILABLE:

2 FY2003 Operating Budget Base 83,208,800

3

4 State Endowment Reduction -448,600

5

6 Additional Funding for FY2004:

7 Enroliment Workload Adjustment $148,100

8 Risk Management/Controller Fees -4,700

9 Library Books & Periodicals 0
10 One-Time Facilities Support -45,800
11 MCO Allocation - Fringe Benefits 842,300
12 Changes in Student Fee Revenue 4,128,800
13 Total Additional Funding Above Base $5,068,700
14 Total Funds Available for FY2004 $87,828,900
15
16 ALLOCATION OF FUNDS:
17 FY2004 Original Operating Budget 991.22 $83,208,800
18
19 MCO Increases to Budget Base:
20 Salary Adjustments-CEC, Prom, Equity, Other
21 Faculty $117,903
22 Exempt - Non Faculty 36,366
23 Classified 0
24 Irregular Help 0
25 Graduate Assistants 0
26 Total Changes to Existing Positions 0.00 $154,269
27
28 Inflationary Increases:
29 Fringe Benefits $947,622
30 Utilities 94,300
31 Departmental Operating Expenses 680,335
32 Total Inflationary Increases 0.00 $1,722,257
33 Total MCO Increases 0.00 $1,876,526
34
35 Enhancements to Budget Base by Source by Function by College:
36 Enroliment Workload/Addl Fee Revenue
37 Nursing - Assoc of Sci 1.00 94,274
38 Paramedic Program - Pocatello 119,967
39 Engineering/Geosciences 2.00 162,272
40 Communication & Theater 1.00 52,945
41 Anthropology 1.00 74,210
42 Nuclear Science 1.00 150,004
43 Dental Science 0.68 113,819
44 Col of Business Faculty 1.50 71,126
45 Instructional Technology Center 0.77 65,399
46 Program Enhancement - Boise 4.50 241,868
47 General Instruction 1,211,113
48 Physical Plant Maintenance 1.00 49,677
49 Internet Il Membership 113,400
50 Credit Card Fees 80,000
51 Athletic Gender Equity 0.66 143,500
52
53 Total EWA/AddI Fee Rev 15.11 $2,743,574
54
55 Total Enhancements Funded 15.11 $2,743,574
56
57 Total Additional Funds 15.11 $4,620,100
58
59 Reallocation of Funds:
60 Misc. Department Reallocation 7.06 $0
61
62 Net Funds Reallocated 7.06 $0
63
64 FY2004 Ongoing Operating Budget 1,013.39 $87,828,900
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UNIVERSITY OF IDAHO
FY2004 BUDGET OVERVIEW
GENERAL EDUCATION

Development of this operating budget was complicated by the financial impact of
University Place in Boise. The University and the Ul Foundation worked closely to
identify the financial issues that emerged when the Ul Foundation did not recover any
predevelopment expense on the Idaho Water Center. These impacts overwhelmed the
multi-year budget plan that had been developed to address the significant budget
challenge posed by the large budget reductions in the FY03 operating and capital
budgets and the corresponding need to cover unavoidable increases in fixed costs with
internal reallocations.

The university administration again activated the fiscal emergency committee and
worked collaboratively with this committee to review alternatives. These deliberations
were expanded to address issues of deficit management in all funds and internal
reallocations within appropriated funds. These discussions also included a review of
the actions that the administration will take to strengthen management controls over our
financial operations. The decision to revert an additional three percent of the state
general account appropriation late in fiscal 2003 also exacerbated the fiscal challenges
facing the university. There were extensive efforts to make budget information available
to the university community and many of these actions can be reviewed at the following
URL: http://www.uidaho.edu/budget.

Balancing the 2004 operating budget was facilitated by the following factors:

1. The existing resource generation and reallocation targets that were established
in the multi-year plan were finalized in the fall of 2002. These targets provide the
university with a predictable $2.5M in internal resource generation or reallocation
in each of the next four fiscal years, beginning in 2004. These reallocations were
used to balance the 2004 budget.

2. The Board’s approval of the 10% fee increase that was included in our initial
development of the multi-year budget plan. The university allocated all of the
increase to the matriculation fee increase, which is consistent with our initial
multi-year budget plan.

3. The Governor’s strong support for higher education and the passage of a modest
budget increase for 2004. However, reductions in the land-grant endowment
payout created a situation in which the net budget increase was insufficient to
cover the financial impacts of legislative intent language directing the allocation
of new general account appropriations.

Insufficient resources were available to initiate the consolidation of all of the university’s
Boise-based programs into the Idaho Water Center. While delay of this initiative was
necessary to balance the 2004 operating budget, the delay will also increase the cost of
tenant improvements when finances permit the university to initiate this consolidation.
The university will also reconsider and revise the implementation plans for initiatives
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UNIVERSITY OF IDAHO (cont.)
FY2004 BUDGET OVERVIEW
GENERAL EDUCATION

such as the core curriculum reform and enhancements to outreach activities in Northern
Idaho to achieve additional economies and efficiencies. Even with sharpened priorities,
to balance this budget it was necessary to cover on-going expenses in FY2004 with
excess revenues in our bond reserves that will not be available in FY2005. Within the
context of the multi-year planning effort, the university will allocate generated revenues
and reallocations in FY2005 to firm up these ongoing budget commitments.

In addition to the resource allocations shown on the accompanying schedules, the
university is funding an additional $1 million in student financial aid. To address
accreditation issues, the university will reallocate $270 thousand to cover the increased
costs of library acquisitions of journals. These funds will be split between the university
library (60%) and the law library (40%).

The 2004 budget does not adequately fund the maintenance and repair of the
university’s physical plant or the depreciation of the physical components of the
university’s communications infrastructure. These deferred maintenance and
depreciation expenses will exacerbate the deferred maintenance issues at the
university. Adequate funding of maintenance and depreciation of the communications
continues to be a concern that will need to be addressed in the operating and capital
budgets in future years.
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UNIVERSITY OF IDAHO
AVAILABILITY AND ALLOCATION OF FUNDS FOR FY2004
GENERAL EDUCATION OPERATING BUDGET

FUNDS AVAILABLE AMOUNT
FY2004 Operating Budget Base $ 111,946,700
Funding Changes for FY2004
Endowment Funds Loss $ (635,600)
Remove 1-time Facility Funds (171,700)
Changes in Student Fee and Tuition Revenue 5,278,600
Enrollment Workload Adjustment 436,100
General Allocation: Fringe Benefits 1,169,100
New Facility Occupancy Costs 103,200
Risk Management/State Controller's Funds 331,100
One-time Facility Support 107,800
Total Funding Changes $ 6,618,600
Total Funds Available for FY2004 $ 118,565,300
ALLOCATION OF FUNDS FTE AMOUNT
FY2004 Operating Budget Base 1,226.30 $ 111,946,700
Reductions/Reallocations/Restructuring (4.92) (171,700)

Increases to Budget Base
Salary Adjustments (includes fringe benefits)

Faculty Promotions $ 185,200

Teaching Assistant Stipends 92,100

Personnel Benefit Rate Increases 1,169,100
Changes to Existing Positions - $ 1,446,400
Other Inflationary Increases/Allocations

Risk Management/St Controller/Treasurer Funds $ 331,100

One-time Facility Support (utilities) 107,800
Subtotal Inflationary Increases - $ 438,900

Instruction/Research/Academic Support

Faculty and Staff Positions 3.30 $ 280,900
Instruction - Enroliment Workload Support 649,300
Instruction - Music Accreditation; Student Teacher Sppt 200,000
Professional Fees: Law and Architecture Programs 215,700
Dedicated Income: Outreach/Off-Campus Programs 934,900
Dedicated Income: Summer Session 88,100
Subtotal Instruction/Research/Academic Support 3.30 $ 2,368,900
Other Institutional Support
New Facility Occupancy Costs 0.80 $ 103,200
Campus Security - Police Contract 145,700
Contingency Reserve 1,156,300
Utilities 900,000
Information Technology Support 160,000
Intercollegiate Athletics - Gender Equity Scholarships 70,900
Subtotal Other Institutional Support 0.80 $ 2,536,100
Subtotal Enhancements and Reallocations (0.82) $ 6,618,600
FY2004 Operating Budget 1,225.48 $ 118,565,300
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LEWIS-CLARK STATE COLLEGE
FY2004 BUDGET OVERVIEW
GENERAL EDUCATION

INTRODUCTION

LCSC'’s budget for 2004 will enable the institution to sustain excellence in its
primary mission areas. The college’s integrated strategic planning, programming, and
budgeting system (initiated to meet the major budget challenges of FY 2003) was again
put to the test in developing a lean budget for FY2004 that would adequately support
our interlinked academic, professionakttechnical, and community programs. The
unpredictability and late timing of the state appropriation process for FY2004 (and last-
minute reversion of FY2003 funds) posed planning and execution challenges, even for
LCSC'’s systematic and conservative strategic planning/budgeting process. State-
imposed cuts through FY2003 (including the end -of-year 3% reversion) will have been
fully absorbed by the end of FY2003—we have not deferred the “pain” into FY04 and
beyond. The FY04 budget represents a solid baseline upon which we can build
additional capacity to meet increased demand for programs in our primary mission
areas.

GENERAL INFORMATION

The FY 2004 Appropriated General Education budget reflects an increase of
$748,600, or 4.5% and an increase in FTE positions of 4.28. This increase was made
possible mainly through a student fee increase of 9.6% for full-time fees. The nominal
increase in appropriated funds was offset by increased obligations for personnel, health
insurance, utilities, and other “must pay” costs. Student enroliment at LCSC continues
to grow at a higher rate than state appropriations. While some additional efficiency
measures have been made (to an already lean organization), the austere funding
environment has necessitated reductions and reallocation of resources among LCSC
programs.

PROGRAM CHANGES AND REALLOCATIONS

LCSC's year-long strategic planning, programming, and budgeting process is a
useful tool (in “lean” years, such as FY2004, and in years when state appropriations
more closely match demand) for allocating cuts and enhancements among programs in
a manner that maximizes the effectiveness/efficiency of the college in meeting its
highest priority missions. Although all LCSC students, faculty, staff, and community
customers were impacted to some degree by the austerity of the FY2004 budget, the
programs listed below experienced marked changes due to budget reallocations of
General Education funds.

The college scaled back course offerings and personnel expenditures for theater

and music. Some funding and services at Coeur d’Alene and at the Elk City and
Riggins outreach centers were cut. Other personnel savings were realized in the library
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LEWIS-CLARK STATE COLLEGE (cont.)
FY2004 BUDGET OVERVIEW
GENERAL EDUCATION

and general education (adjunct faculty) areas. Additional funds were shifted to support
critically-needed positions in student advising, Social Work, Justice Studies, and
Nursing (a modest allocation was made to lay the groundwork for the high-demand
Limited Practical Nurse program).

EMPLOYEE COMPENSATION INCREASES

The State of Idaho has provided no funding for salary increases for FY2004,
resulting in two consecutive years without raises for faculty and staff members. This
has further widened the gap between LCSC salaries and median compensation rates at
regional and national peer institutions. In order to fund salaries for the small number of
individuals who are projected to earn promotions in FY2004, funds have been
reallocated from internal sources.

MCO AND OTHER MANDATED INCREASES

Cost increases associated with health benefits were not fully paid for by the state
legislature. The institution covered the shortfall. The college received funds to address
rate increases in State Controller, Risk Management, and State Treasurer costs. The
college also identified funds internally to pay for utility costs and audit costs that have
not been fully funded by the state in FY2004.
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Lewis-Clark State College

AVAILABILITY AND ALLOCATION OF FUNDS FOR FY2004

GENERAL EDUCATION
APPROPRIATED FUNDS ONLY

FUNDS AVAILABLE:

FTE

AMOUNT

FY03 On-going Operating Budget
Adjustments:

One-time Funding

Base Reduction
FY04 Operating Budget Base

Additional Funding for FY04:
MCO Increases
Nonstandard Adjustments
Changes in Student Fee Revenue
Total Additional Funding Above Base

Total Funds Available for FY04

ALLOCATION OF FUNDS:

FYO03 Original Operating Budget
Adjustments:
One-time Funding
Net Base Reduction/Reallocation/Student Fee Rev
FY04 Operating Budget Base
MCO Increases:
MCO Increases to Budget Base (Excl Nonstd Adj):
Salary Adjustments-Promotions
Faculty
Executive/Administrative
Managerial/Professional
Classified
Irregular Help
Graduate Assistants
Total Changes to Existing Positions

Inflationary Increases:
OE and CO
Fringe Benefits
Library Acquisitions
Intercollegiate Athletics
Total Inflationary Increases
Total MCO Increases

Other Adjustments:
Nonstandard Adjustments
Risk Mgmt/Controller/Treasurer
New Occupancy Costs
Mandated Costs (Utilities, Audit, etc.)
Accreditation Compliance (Advising)
Instructional Enhancements Priorities
Non-Instructional Enhancements
Total Other Adjustments

FYO04 Original Operating Budget
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241.06

$16,799,300

(24,500)

(90,800)
— $16,684,000

205,700
87,000
605,500
$898,200

__$17.562.200

$16,799,300

(24,500)
(90,800)

241.06

$16,684,000

11,000

[cNoNoNoNe]

0.00

$11,000

$0
281,200
0

0

0.00

$281,200

0.00

$292,200

34,100
41,000
157,100
43,000
187,000
143,800

0.00

$606,000

241.06

$17,582,200
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College & Universities
FY04 Budgeted Positions by Type - % of Total

Classified Faculty
37% 43%
MgrlaI/Prof/ Exec/Admin
17% 3%

College & Universities
FY04 Budgeted Positions by Type - FTP

Classified Faculty
1,335.19 1,554.31
Mgrial/Prof — \Exec/Amin
631.50 110.54
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COLLEGE & UNIVERSITIES
Operating Budget Personnel Costs Summary
July 1, 2003 - June 30, 2004

FY2003 Operating Budget FY2004 Operating Budget
Classification FTE Salaries Benefits Total FTE Salaries Benefits Total
BOISE STATE UNIVERSITY
Faculty 481.14 $30,520,818 $8,851,037 $39,371,855 49553 $32,394,875 $10,650,928 $43,045,803
Executive/Administrative 29.56 2,914,119 874,236 3,788,355 29.26 2,881,923 951,035 3,832,958
Managerial/Professional 246.97 11,778,338 3,533,501 15,311,839 248.92 11,660,750 3,848,048 15,508,798
Classified 374.28 9,386,223 3,848,351 13,234,574 373.62 9,291,509 4,181,179 13,472,688
Irregular Help 1,338,007 206,954 1,544,961 1,513,782 438,061 1,951,843
Graduate Assistants 1,788,782 71,551 1,860,333 1,845,085 73,803 1,918,888
TOTAL 1,131.95 $57,726,287 $17,385,631 $75,111,918 1,147.33  $59,587,924 $20,143,053 $79,730,977
Number of New Positions 15.38
IDAHO STATE UNIVERSITY
Faculty 423.69 $29,431,730 $8,246,263 $37,677,993 435.34 $31,045,203 $9,034,675 $40,079,878
Executive/Administrative 28.55 2,837,744 727,009 3,564,753 28.01 2,824,472 747,122 3,571,594
Managerial/Professional 156.90 7,069,903 2,258,268 9,328,171 164.05 7,364,445 2,502,884 9,867,329
Classified 382.08 9,474,921 3,975,909 13,450,830 385.99 9,602,878 4,344,060 13,946,938
Irregular Help 1,909,185 319,186 2,228,371 1,975,822 343,641 2,319,463
Graduate Assistants 1,402,092 8,553 1,410,645 1,402,092 9,114 1,411,206
TOTAL 991.22 $52,125,575 $15,535,188 $67,660,763 1,013.39 $54,214,911 $16,981,496 $71,196,407
Number of New Positions 22.17
UNIVERSITY OF IDAHO
Faculty 514.10 $34,046,966 $10,076,422 $44,123,388 514.80 $34,213,574 $10,647,883 $44,861,457
Executive/Administrative 38.64 4,248,994 1,126,188 5,375,182 38.37 4,238,222 1,163,091 5,401,313
Managerial/Professional 168.85 8,858,098 2,802,102 11,660,200 171.26 9,423,896 3,101,931 12,525,827
Classified 504.71 14,852,413 5,838,421 20,690,834 501.05 14,885,157 6,283,024 21,168,181
Irregular Help 0.00 1,470,792 191,203 1,661,995 0.00 1,451,752 188,728 1,640,480
Graduate Assistants 0.00 2,612,377 26,124 2,638,501 0.00 2,701,131 27,011 2,728,142
TOTAL 1,226.30  $66,089,640 $20,060,460 $86,150,100 1,225.48 $66,913,732 $21,411,668 $88,325,400
Number of New Positions (0.82)
LEWIS CLARK STATE COLLEGE
Faculty 106.29 $5,161,051 $1,565,303 $6,726,354 108.64  $5,273,425 $1,695,786 $6,969,211
Executive/Administrative 14.90 1,093,787 302,562 1,396,349 14.90 1,092,818 315,872 1,408,690
Managerial/Professional 45.94 1,879,996 620,494 2,500,490 47.27 1,933,760 672,391 2,606,151
Classified 73.93 1,809,482 742,270 2,551,752 74.53 1,840,967 825,313 2,666,280
Irregular Help 250,138 22,538 272,676 275,900 24,968 300,868
Graduate Assistants 0 0
TOTAL 241.06 $10,194,454 $3,253,167 $13,447,621 245.34 $10,416,870  $3,534,330 $13,951,200
Number of New Positions 4.28
TOTAL COLLEGE & UNIVERSITIES
Faculty 1,525.22  $99,160,565 $28,739,025 $127,899,590 1,554.31 $102,927,077 $32,029,272 $134,956,349
Exec/Admin 111.65 11,094,644 3,029,995 14,124,639 110.54 11,037,435 3,177,120 14,214,555
Mgrial/Prof 618.66 29,586,335 9,214,365 38,800,700 631.50 30,382,851 10,125,254 40,508,104
Classified 1,335.00 35,523,039 14,404,951 49,927,990 1,335.19 35,620,511 15,633,576 51,254,087
Irregular Help 0.00 4,968,122 739,881 5,708,003 0.00 5,217,256 995,398 6,212,653
Graduate Assistants 0.00 5,803,251 106,228 5,909,479 0.00 5,948,308 109,928 6,058,236
TOTAL 3,590.53 $186,135,956 $56,234,446 $242,370,402 3,631.54 $191,133,437 $62,070,547 $253,203,984
Number of New Positions 41.01
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BOISE STATE UNIVERSITY
OB3F
Operating Budget Personnel Costs Summary

July 1, 2003 - June 30, 2004

FUNDING SOURCE

Department Description FTE Amount MCO Above MCO Base Reallocation

Faculty
1 Theatre Arts Adjunct Faculty moved to permanent PCN 1.00 25,293 0 0 25,293
2 Political Science Reallocations 1.00 41,371 0 0 41,371
3 Accountancy Reorganized PCNs due to vacancies 1.00 40,000 0 0 40,000
4 Nursing Phased-In Integrated Nursing Program 4.50 243,526 243,526 0 0
5 Nursing Various reorganized PCN's 1.20 48,369 0 0 48,369
6 Misc FTE Adjustments 5.69 349,774 0 0 349,774

Subtotal Faculty 14.39 748,333 243,526 0 504,807

Executive/Administrative

1 Graduate College/ACAD  Reallocation 0.18 18,216 0 0 18,216
2 SSPA PCN 2465 reused in FY04 (0.51) (39,652) 0 0 (39,652)
3 Misc FTE Adjustments 0.03 (26,578) 0 0 (26,578)
Subtotal Executive/Administrative (0.30) (48,014.00) 0.00 0.00 (48,014.00)
Managerial /Professional
1 Networking (COBE) Reorganized PCNs due to vacancies 1.00 40,000 0 0 40,000
2 Extended Studies Fund Shift From Local Funds 0.73 25,168 25,168 0 0
3 Library Reallocation (1.00) (37,502) 0 0 (37,502)
4 Registrar Reallocations 2.00 58,427 0 0 58,427
5 Budget Reorganized PCNs 0.75 (13,359) 0 0 (13,359)
6 Engineering Admin Fund Shift to grants (1.25) (28,675) 0 0 (28,675)
7 Misc FTE Adjustments (0.28) (178,199) 0 0 (178,199)
Subtotal Managerial/Professional 1.95 (134,140) 25,168 0 (159,308)
Total Exempt 16.04 566,179 268,694 0 297,485
Classified
1 Extended Studies Shifted from Local Funds 4.25 101,047 101,047 0 0
2 OIT Reallocation (1.00) (51,272) 0 0 (51,272)
3 Financial Aid Reallocations (2.00) (59,197) 0 0 (59,197)
4 Graduate College Admin  Fund shift relating to grants (0.63) (12,059) 0 0 (12,059)
5 BSU Security Reallocations (1.75) (36,604) 0 0 (36,604)
6 Misc FTE Adjustments 0.47 (12,621) 0 0 (12,621)
Subtotal Classified (0.66) (70,706) 0 0 (171,753)
Total Increases/(Decreases) 15.38 495,473 101,047.00 0.00 125,732.00
SUMMARY:
Faculty 14.39 748,333 243,526 0 504,807
Executive/Administrative (0.30) (48,014) 0 0 (48,014)
Managerial/Professional 1.95 (134,140) 25,168 0 (159,308)
Classified (0.66) (70,706) 101,047 0 (171,753)
Total 15.38 495,473 369,741 0 125,732
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IDAHO STATE UNIVERSITY

Operating Budget Personnel Costs Summary

July 1, 2003 - June 30, 2004

Funding Source

OB3F

College/
Department Description FTE Amount MCO Above MCO Base Reallocation
Faculty
1.
2. College of Arts & Sciences:
3. Communication & Theatre Asst Professor 1.00 39,000 39,000
4. Geosciences Asst Professor 1.00 43,992 43,992
5.  Anthropology Professor/Curator 0.90 58,920 58,920
6. College of Business Instructor 0.50 20,010 20,010
7. Col of Engineering Sr. Lecturer 1.00 81,994 81,994
8. CSDED Clinical Asst Prof 0.50 20,009 20,009
9. CSDED Clinical Instructor 2.00 56,035 56,035
10. CSDED Clinical Asst Prof -1.00 -60,000 -60,000
11. Dept of Counseling Asst Professor 1.00 42,016 42,016
12.  Nuclear Sci/Engr Associate Professor 1.00 119,122 119,122
13. Cntr for Teaching/Lrng Instructor -0.51 -23,666 -23,666
14. Paramedic Instructor 2.00 81,516 81,516
15.  Nursing-Assoc of Sci Instructor 1.00 50,003 50,003
16. Idaho Accelerator Cnt Research Asst Prof 1.00 57,013 57,013
17.
18. Misc: 0.26
Subtotal Faculty 11.65 $585,964 $556,582 $0 $29,382
Executive/Administrative
1. Miscellaneous -0.54
Subtotal Executive/Administrative -0.54 $0 $0 $0 $0
Managerial/Professional
1. Biological Science Clinical Technician/Instr Designer 1.00 40,019 40,019
2. Mathematics Computer Syst Admin 1.00 32824 32,824
3. Management Asst Dean/Grad Program 1.00 45,011 45,011
4. Dental Education Asst Dir 0.43 85,553 85,553
5. Instructional Techn Visual/lImaging Developer 0.77 50,000 50,000
6. Library Ref/Catalog Librarian 1.00 32,001 32,001
7. Student Financial Aid Counselor 1.00 31,824 31,824
8.  Physical Plant Grants Application Mgr 1.00 37,315 37,315
9.  Purchasing Purchasing Agent -1.00 -44,179 -44,179
10.  Alumni Relations Director -0.91 0
11. Instructional Media Web Media Developer 1.00 32,011 32,011
12.  Athletics Strength Coach 0.42 13,464 13,464
13.  Athletics Asst Soccer Coach 0.24 0
14.
15. Misc: 0.20
Subtotal Managerial/Professional 7.15 $355,843 $231,343 $0 $124,500
Classified
1. Communication & Theatre Box Office Manager 0.20 4,843 4,843
2. Col of Education Office Spec | 0.42 6,521 6,521
3. Col of Education Office Spec Il 1.00 19,074 19,074
4. Kasiska Health Prof Office Spec Il -0.50 -12,074 -12,074
5. Dental Education Admin Asst 0.25 6,594 6,594
6. Instructional Distance Lrn  Video Inst Mgr 1.00 29,328 29,328
7. TV/Boise Oversight Office Spec Il 1.00 19,074 19,074
8. Library Library Asst | 0.25 5,382 5,382
9. Student Financial Aid Techn Record Spec | -1.00 -22,984 -22,984
10. Physical Plant Grounds Maint Worker -0.25 -4,082 -4,082
11. Financial Services Office Spec Il 0.40 7,629 7,629
12. Purchasing Buyer 1.00 33,010 33,010
13. Computer Center IT Systems Analyst 1.00 47,382 47,382
14. Instructional Media Web Media Developer -1.00 -26,957 -26,957
15.
16. Misc: 0.14
Subtotal Classified 3.91 $112,740 $35,922 $0 $76,818
Total Increases 22.17 1,054,547 823,847 0 230,700
SUMMARY:
Faculty 11.65 585,964
Executive/Administrative -0.54 0
Managerial/Professional 7.15 355,843
Classified 3.91 112,740
Total 22.17 $1,054,547
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O ~NO UL, WNPE

O~NO OIS WN P

College/
Department

Faculty
CLASS

CLASS

CLASS

CLASS
Agriculture
Business & Econ
Business & Econ
Business & Econ
Business & Econ
Business & Econ
Business & Econ
Education
Education
Engineering
University Research
Library

Student Affairs
Fac Management

University of Idaho

Operating Budget Personnel Cost Summary
July 1, 2003 through June 30, 2004

Description

Academic Faculty
Dept Chairs
Academic Faculty
Academic Faculty
Academic Faculty
Academic Faculty
Academic Faculty
Academic Faculty
Academic Faculty
Academic Faculty
Academic Faculty
Sr Instructor
Academic Faculty
Academic Faculty
Research Faculty
Catalog Librarian
Licensed Psychol
Arboretum Dir

Miscellaneous Changes
Sub-Total Academic Fac

Executive/Administrative

Enrollment Mgmt
Student Affairs
University Advance
Capital Planning
IPB

Athletics

Funding Source

AVP Enrollment Mgt/Dir IPO

Vice Pres/V Prov
Dir Alumni Relations
AVP DFA

Dir Institutional Res
Dir Athletics

Miscellaneous Changes

Sub-Total Exec/ Admin

Managerial/Professional

CLASS
Education
Law
Science
Science
Technology
Technology
Outreach

Piano Tech

Athl Trainer/Sr Instr
Dir Admissions
Supervisor,Geolog
Supervisor,Geolog
Syst Analyst

Assoc Dir

MGR, IT Boise
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Other Base
FTE Amount MCO  Allocations Realloc
1.00 29,153 29,153
(1.50) (113,569) (113,569)
0.28 16,505 16,505
0.25 9,547 9,547
1.00 68,000 68,000
0.64 45,018 45,018
0.64 45,018 45,018
0.64 45,018 45,018
0.60 23,971 23,971
0.14 9,998 9,998
0.14 9,998 9,998
0.51 18,081 18,081
(0.50) 0 0
(1.00) (47,653) (47,653)
(0.83) (38,614) (38,614)
(0.50) (17,513) (17,513)
(0.73) (41,452) (41,452)
(1.00) (65,686) (65,686)
0.92 0
0.70 (4,180) 179,021 (183,201)
0.95 85,691 85,691
(1.00) (112,986) (112,986)
(0.17) (13,660) (13,660)
0.76 93,448 93,448
1.00 80,995 80,995
(1.00) (145,018) (145,018)
(0.81) 0 0
(0.27) (11,530) 0 (11,530)
0.52 20,019 20,019
(0.51) (18,076) (18,076)
1.00 38,002 38,002
(0.45) (19,750) (19,750)
1.00 43,888 43,888
(0.20) (8,620) (8,620)
(1.00) (50,709) (50,709)
1.00 69,514 69,514
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

O~NO OIS WN P

College/
Department

Enrollment Mgmt
Enrollment Mgmt
Enrollment Mgmt
Enrollment Mgmt
Enrollment Mgmt
Student Affairs
University Advance
University Advance
University Advance
Fac Management
Human Resources
Capital Planning
IPB

IPB

University of Idaho

Operating Budget Personnel Cost Summary
July 1, 2003 through June 30, 2004

Description

Assoc Dir NSS

Asst Dir, NSS

IT Database Analyst
Coord Acad Advising
Dir IPO

Misc Groups

Spec Dev Coord
Assoc Dir Alumni
Assoc Dir Alumni
Energy Syst Eng
Emp Rltns Consultant
Dir Cap Planning

Dir Institutioinal Res
Asst Dir Pgrm Rev

Miscellaneous Changes

Classified

Classified
Agriculture
Agriculture
Business & Econ
Engineering
Engineering
Engineering

Law

Grad Studies
University Research
Technology
Technology
Technology
Technology

Other Academic
Outreach
Enroliment Mgmt
Enrollment Mgmt
Enroliment Mgmt
Student Affairs
Student Affairs
University Advance
University Advance

Sub-total NFE

Administrative Asst
Computer Supt Assoc
Office Splst 2

AAl

Tech Engr

AA2

Mgmt Assistant
Mgmt Asst

Admin Asst
Custodian LD

Web Dvlpr, ITS
Web Application Dv
Computer Supt
Electron Digital
Admin Asst

PC System Super
Coord, Office/Visita
Tech Transfer Splst
TRS2

Bldg Super

Admin Asst Sr
Foundation Spclst
Mgr, IT

FINANCE - SECTION |

Funding Source

Other Base
FTE Amount MCO  Allocations Realloc
1.00 44,990 44,990
1.00 22,271 22,271
1.00 39,645 39,645
0.38 12,234 12,234
(0.92) (82,612) (82,612)
1.00 97,191 97,191
(1.00) (90,002) (90,002)
1.00 44,200 44,200
1.00 37,482 37,482
(0.50) (14,685) (14,685)
(1.00) (57,158) (57,158)
(1.00) (78,520) (78,520)
(1.00) (80,995) (80,995)
1.00 50,814 50,814
(0.92) 0
2.41 19,123 0 0 19,123
0.38 8,993 8,993
0.50 15,132 15,132
(0.72) (17,370) (17,370)
(0.42) (14,312) (14,312)
1.00 32,011 32,011
1.00 23,982 23,982
(0.25) (6,126) (6,126)
(1.00) (31,658) (31,658)
0.50 12,501 12,501
0.77 13,923 13,923
(0.42) (15,434) (15,434)
(0.32) (7,063) (7,063)
(0.25) (10,359) (10,359)
(1.00) (32,178) (32,178)
0.31 11,560 11,560
(1.00) (42,515) (42,515)
(1.00) (27,622) (27,622)
(1.00) (35,194) (35,194)
0.21 5,583 5,583
(0.46) (15,143) (15,143)
(0.92) (39,644) (39,644)
(0.36) (11,480) (11,480)
0.52 27,750 27,750
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25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

49

College/
Department

University Advance
University Advance
University Advance
University Advance
University Advance
University Advance
University Advance
University Advance
University Advance
University Advance
University Advance
Fac Management
Fac Management
Fac Management
Fac Management
Fac Management
Fac Management
Fac Management
BAAS

Human Resources
Admin Affairs
Admin Affairs

IPB

University of Idaho

Operating Budget Personnel Cost Summary
July 1, 2003 through June 30, 2004

Description

Database Analyst
TRS2

Admin Asst

Admin Asst
Database Analyst
Mgmt Assistant
Mgmt Analyst
Admin Asst

Mgmt Assistant
Mgr Alumni Prodcts
Mgr Alumni WB/Off
Locksmith, Senior
Shipping/Receiving
Mail Clerk

HVAC Tech 2
Team Cleaning
Team Cleaning
Power PIt Oper
TRS2

HR Develop Spec
Security

Security

Sprvsr, Research Analyst

Miscellaneous Changes

Summary
Faculty

Sub-Total Classified

Executive/Administrative
Managerial/ Professional

Classified

FINANCE - SECTION |

Funding Source

Other Base
FTE Amount MCO  Allocations Realloc
1.00 35,901 35,901
1.00 22,131 22,131
1.00 30,285 30,285
1.00 25,168 25,168
1.00 37,731 37,731
(1.00) (37,586) (37,586)
(1.00) (39,936) (39,936)
(0.37) (8,967) (8,967)
0.75 30,856 30,856
(1.00) (37,482) (37,482)
(1.00) (37,482) (37,482)
1.00 32,635 32,635
(1.00) (23,462) (23,462)
(1.00) (19,074) (19,074)
1.00 36,566 36,566
0.24 4,135 4,135
0.24 7,816 7,816
0.50 13,291 13,291
0.34 8,075 8,075
1.00 37,502 37,502
(1.00) (21,798) (21,798)
(1.00) (32,261) (32,261)
(1.00) (48,381) (48,381)
(0.45) 0 0
(3.66) (139,000) 13,923 15,132 (168,055)
0.70 (4,180)
(0.27) (11,530)
241 19,123
(3.66) (139,000)
(0.82) (135,587)
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Lewis-Clark State College
Detail of Personnel Changes
July 1, 2003 - June 30, 2004

OB3F

Funding Source

Above Base

Class/College/Department Description FTE Amount MCO MCO Redloc
Faculty
Natural Sciences New position 1.00 42,100 42,100
Humanities New position 1.00 42,100 42,100
Humanities Eliminate position -1.00  -49,815 -49,815
Socia Science New position 1.00 42,100 42,100
Education Increase GE funding 1.35 44,520 44,520
Nursing New position 1.00 61,600 61,600
Prof.-Tech. Gen. Ed. Eliminate position -1.00  -49,140 -49,140
Total Faculty 3.35 133,465 0 0 133,465
Executive/Administrative
Total Exec/Admin 0.00 0 0 0 0
M anagerial/Professional
Administrative Reporting Corrections 0.08 13,500 13,500
Library Eliminate position -1.00  -65,610 -65,610
Information Technology Reallocation (net) 0.25 12,690 12,690
Alumni Relations Increase to full time 0.50 24,030 24,030
Community Programs New position 0.50 24,300 24,300
Total Mgrl/Prof 0.33 8,910 0 0 8910
Classified
Instruction Position increases 0.43 16,380 16,380
Student Affairs Position increases 0.92 30,940 30,940
Community Programs Eliminate position -1.00 -35,980 -35,980
Athletics New position 0.25 7,651 7,651
Tota Classified 0.60 18,991 0 0 18,991
Total Personnel Cost Changes 4.28 161,366 0 0 161,366
SUMMARY
Faculty 3.35 133,465
Executive/Administrative 0.00 0
Managerial/Professional 0.33 8,910
Classified 0.60 18,991
Tota 428 161,366
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

POSTSECONDARY PROFESSIONAL-TECHNICAL EDUCATION SYSTEM
FISCAL YEAR 2004 BUDGET OVERVIEW

The allocation and reallocation of funds for the FY 2004 Postsecondary Professional-
Technical Education System is based on the Strategic Plan for Professional Technical
Education in Idaho — FY 2002-2006, as well as Board and Legislative intent.

The FY 2004 budget reflects an overall increase of $748,400 or 2.39% in the state
general fund allocation. In addition, the Legislature appropriated an increase of $58,000
in student fees at EITC. The overall increase in the state general fund allocation
includes: (1) personnel cost rollups in the amount of $362,500; (2) employee benefit
costs in the amount of $61,200; (3) replacement operating expenses in the amount of
60,500; (4) an increase in the Risk Management, State Controller’'s and State
Treasurer’s fees at EITC in the amount of $14,700; (5) replacement capital outlay in the
amount of $39,500; and (6) capacity building funds in the amount of $210,000.

Reallocation
Personnel costs and operating expense funds were reallocated to create 1.32 new FTP
and to increase the capital outlay budget.

Capacity Building/Workload Adjustment
These funds were used to establish 4.39 new FTP to expand the technical colleges=
programs and enrollment capacities.
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AVAILABILITY AND ALLOCATION OF FUNDSFOR FY 2004
POSTSECONDARY PROFESSIONAL-TECHNICAL SYSTEM SUMMARY
APPROPRIATED FUNDSONLY

FUNDSAVAILABLE FTP Amount
FY 2003 Operating Budget 483.69 31,575,200

Base Adjustments

Increase in EITC Student Fees 58,000
Total Base Adjustments 58,000
Adjusted FY 2003 Operating Budget Base 31,633,200

Additional Funding for FY 2004

Capacity Building 210,000

MCO Funding 538,400

Total Additional Funding Above Base 748,400

Total Funds Availablefor FY 2004 32,381,600
ALLOCATION OF FUNDS FTP Amount

FY 2003 Adjusted Operating Budget Base 483.69 31,633,200

Increasesto Budget Base
MCO Increases
Changes to Ongoing Positions
Sdary Adjustments - - CEC, Prom, Equity, Etc.

Faculty 25,521
Executive/Administrative (431)
Managerial/Professiona (10,349)
Classified (15,472)
Irregular Help 0
Total Changes to Ongoing Positions 0.00 (731)
Standard Adjustments

Personnel Cost Rollups 362,500
Employee Benefit Costs 61,200
Operating Expenses 75,200
Capita Outlay 39,500
Total Standard Adjustments 0.00 538,400

Capacity Building/Workload Adjustment

Personnel Costs 4.89 189,104
Operating Expenses 20,896
Total Capacity Building/Workload Adjustment 4.89 210,000

Reallocation of Funds
Reallocation of Funds 1.32 731

FY 2004 TOTAL BUDGET 489.90 32,381,600
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Postsecondary Professional-Technical Education System
Operating Budget Distribution by Activity and Expense Standard Class

July 1, 2003 - June 30, 2004

Change
Origina Percent Origina Percent from Percent
FY 2003 of Total FY 2004 of Total Prior Year Change

By Activity:

Instruction 30,255,778  95.82% 30,983,482 95.68% 727,704 2.41%
Plant Maint & Operations 1,319,422 4.18% 1,398,118 4.32% 78,696  5.96%

Total Operating Budget 31,575,200 100.00% 32,381,600 100.00% 806,400 2.55%

TOTAL BUDGET 31,575,200 100.00% 32,381,600 100.00% 806,400 2.55%

By Expense Standard Class:

Personnel Costs-

Faculty 12,992,457 41.15% 13,181,172 40.71% 188,715 1.45%
Executive/Administrative 694,074 2.20% 693,643 2.14% (431) -0.06%
Managerial/Professional 2,930,366 9.28% 2,919,012 9.01% (11,354) -0.39%

Classified 2,681,446 8.49% 2,660,300 8.22% (21,146) -0.79%
Irregular Help 1,102,074 3.49% 1,071,929 3.31% (30,145) -2.74%
Total Salaries 20,400,417 64.61% 20,526,056 63.39% 125,639 0.62%
Personnel Benefits 6,382,887 20.21%  6,925513 21.39% 542,626  8.50%
Total Personnel Costs 26,783,304 84.82% 27,451,569 84.78% 668,265 2.50%
Operating Expenses- 4,100,461 12.99% 4,028,298 12.44% (72,163) -1.76%
Capital Outlay- 691,435 2.19% 901,733 2.78% 210,298 30.41%

Total Operating Budget 31,575,200 100.00% 32,381,600 100.00% 806,400 2.55%

TOTAL BUDGET 31,575,200 100.00% 32,381,600 100.00% 806,400 2.55%

Total Full Time Positions 483.69 489.90 6.21 1.28%
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Postsecondary Professional-Technical Education System
Operating Budget Personnel Costs

Summary

July 1, 2003 - June 30, 2004

FY 2003 Operating Budget

FY 2004 Operating Budget

Classification FTP Salaries  Benefits Total ETP Salaries  Benefits Total
Faculty 310.44 12,992,457 4,111,900 17,104,357 316.25 13,181,172 4,516,791 17,697,963
Exec/Admin 8.72 694,074 185,916 879,990 8.72 693,643 185,483 879,126
Manag/Prof 50.34 2,930,366 895976 3,826,342 59.47 2,919,012 949,792 3,868,804
Classified 105.19 2,681,446 1,059,731 3,741,177 10546 2,660,300 1,145,171 3,805,471
Irreg Help 0.00 1,102,074 129,364 1,231,438 0.00 1,071,929 128,276 1,200,205
TOTAL 483.69 20,400,417 6,382,887 26,783,304 489.90 20,526,056 6,925,513 27,451,569

Position Changes FY 2004 (See Detail)

(Included Above)

FTP Salaries Benefits  Total
Faculty 5.81 163,194 51,612 214,806
Executive/Administrative 0.00 0 0 0
M anagerial/Professional 0.13 (1,005) 4,333 3,328
Classified 0.27 (5,674) 1,459 (4,215)

TOTAL 6.21 156,515 57,404 213,919
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Postsecondary Professional-Technical Education System
Operating Budget Personnel Costs
Position Change Schedule

July 1, 2003 - June 30,2004
Funding Sour ce

Position Salary Base
Program Description ETP  Amount MCO AboveMCO Reallocation
Faculty
Boise State University

Applied Academics Instructor 1.00 36,005 0 0 36,005
Applied Academics Instructor (0.60) (21,600) 0 0 (21,600)
Practical Nursing Instructor 025 11,169 0 0 11,169
Practical Nursing Instructor (0.50) (22,338) 0 0 (22,338)
Practical Nursing Instructor 0.25 13,005 0 0 13,005
Practical Nursing Instructor (0.50) (26,259) 0 0 (26,259)
Child Care & Develop Instructor 0.67 24,000 0 0 24,000
Horticulture Instructor 1.00 35000 35,000 0 0
Surgical Technology Instructor (0.70) (26,950) 0 0 (26,950)
Broadcast Technology Instructor 0.13 9,850 0 0 9,850
Broadcast Technology Instructor (0.12) (9,455) 0 0 (9,455)
Drafting Technology Instructor (1.00) (46,155) 0 0 (46,155)
Office Occupations Instructor (0.50) (18,728) 0 0 (18,728)
Office Occupations Instructor 0.75 28,086 0 0 28,086
Office Occupations Instructor (0.50) (17,690) 0 0 (17,690)
Office Occupations Instructor 0.75 26,540 0 0 26,540
BSU Total 0.38 (5520) 35,000 0 (40,520)

College of Southern Idaho
Agriculture Instructor 050 20,667 0 0 20,667
Allied Health Instructor 050 18,000 18,000 0 0
Allied Health Instructor 050 17,500 17,500 0 0
Cabinetmaking Instructor (0.33) (12,000) 0 0 (12,000)
Culinary & Peastry Arts Instructor 1.00 25,000 0 0 25,000
Drafting Technology Instructor (0.33) (12,000) 0 0 (12,000)
Information Technology  Instructor 1.00 33,000 0 0 33,000
Radiological Technician ~ Assoc Professor 1.00 54,000 0 0 54,000
Welding Technology Instructor 1.00 38,536 0 0 38,536
CSl Tota 484 182,703 35,500 0 147,203

Eastern Idaho Technical College
Lega Tech Instructor (1.00) (40,893) 0 0 (40,893)
Farm Business Instructor (1.00) (38,584) 0 0 (38,584)
Practical Nursing Instructor 100 38,685 38,685 0 0
Adult Learning Instructor (0.50) (20,010) 0 0 (20,010)
Adult Learning Instructor 025 10,446 0 0 10,446
Adult Learning Instructor 025 10,405 0 0 10,405
EITC Tota (1.00) (39,951) 38,685 0 (78,636)
Idaho State University

Physical Therapy Asst Instructor (0.51) (22,324) 0 0 (22,324)
Physical Therapy Asst Instructor 100 41,018 16,294 0 24,724
ISU Tota 049 18,694 16,294 0 2,400

Lewis-Clark State College
Workforce Training Instructor 0.05 1,960 0 0 1,960
LCSC Tota 0.05 1,960 0 0 1,960
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Postsecondary Professional-Technical Education System
Operating Budget Personnel Costs
Position Change Schedule
July 1, 2003 - June 30,2004

Funding Sour ce

Position Salary Base
Program Description EFTP Amount MCO Above MCO Reallocation
North Idaho College
Physical Therapy Assistant Instructor (0.65) (29,563) 0 0 (29,563)
Welding Instructor (1.00) (41,911) 0 0 (41,911)
Culinary Arts Instructor 0.20 5,942 0 0 5,942
HVAC Instructor 1.00 18,340 16,542 0 1,798
Trades & Industry Instructor 1.00 37,500 0 0 37,500
Practical Nursing Instructor 0.50 15,000 15,000 0 0
NIC Tota 1.05 5,308 31,542 0 (26,234)
Total Faculty 5.81 163,194 157,021 0 6,173
M anagerial/Professional
Boise State University
Applied Academics Center Mgr 050 24454 0 0 24,454
Applied Academics Center Mgr (1.00) (48,908) 0 0 (48,908)
BSU Total (0.50) (24,454) 0 0 (24,454)
College of Southern Idaho
Agriculture Div Director (0.40) (26,645) 0 0 (26,645)
CSl Total (0.40) (26,645) 0 0 (26,645)
North Idaho College
Business/Industry Coordinator 1.00 49,000 0 0 49,000
PTE Student Support Coordinator 0.03 1,094 0 0 1,094
NIC Tota 1.03 50,094 0 0 50,094
Total Managerial/Professional 0.13  (1,005) 0 0 (1,005)
Classified
Boise State University
Administration Office Spec |1 0.75 15,116 0 0 15,116
Administration Office Spec |1 (1.00) (19,718) 0 0 (19,718)
Student Services Tech Rec Spec 1.00 22,756 0 0 22,756
Student Services Tech Rec Spec (0.50) (11,378) 0 0 (11,378)
Student Services Adm Assistant (0.50) (12,334) 0 0 (12,334)
BSU Total (0.25)  (5,558) 0 0 (5,558)
North Idaho College
PTE Student Support Admin Asst (0.63) (14,790) 0 0 (14,790)
Allied Health Admin Asst 015 (6,429) 0 0 (6,429)
Business/Industry Admin Asst 1.00 21,103 0 0 21,103
NIC Tota 0.52 (116) 0 0 (116)
Total Classified 0.27  (5,674) 0 0 (5,674)
TOTAL 6.21 156,515 157,021 0 (506)
Salary
FTP  Amount
SUMMARY:
Faculty 581 163,194
Executive/Administrative 0.00 0
Managerial/Professional 0.13  (1,005)
Classified 0.27  (5,674)
Total 6.21 156,515
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

AGRICULTURAL RESEARCH & EXTENSION
FY2004 BUDGET OVERVIEW

The Agricultural Research and Extension Appropriation (ARES) received a base budget
increase of 1.8%. The majority of this increase, $340,200, will cover increases in
employee health insurance. ARES also received an additional $160,000 that will be

used to partially offset the permanent $503,000 capital outlay reduction from FY03 and
to fund increases in utility costs at our off-campus locations.

FINANCE — SECTION | 85 TAB 5



BUSINESS AFFAIRS AND HUMAN RESOURCES
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UNIVERSITY OF IDAHO
AVAILABILITY AND ALLOCATION OF FUNDS FOR FY2004
AGRICULTURAL RESEARCH AND EXTENSION SYSTEM

FUNDS AVAILABLE FTE AMOUNT
FY2004 Operating Budget Base 369.55 $ 28,233,900
Adjustments: 3.56 $ -
FY2004 Adjusted Budget Base 373.11 $ 28,233,900
Additional Funding for FY2004

Fringe Benefit Rate Changes 294,200

Employee Benefit Costs 46,000

External Nonstandard Adjustment 160,000
Total Additional Funding - $ 500,200
Total Funds Available for FY2004 373.11 $ 28,734,100

ALLOCATION OF FUNDS

FY2004 Adjusted Budget Base 373.11 $ 28,233,900
MCO Increases to Budget Base
Fringe Benefit Rate Changes 294,200
Employee Benefit Costs 46,000
Program Operating Support 160,000
Total MCO Increases - $ 500,200

Enhancements to Budget Base

Total Enhancements - $ -
Total Increases - $ 500,200
FY2004 Operating Budget 373.11 $ 28,734,100
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Classification

Faculty
Executive/Administrative
Managerial/Professional
Classified

Irregular Help

Graduate Assistants

TOTAL

AGRICULTURAL RESEARCH & EXTENSION SERVICE

Operating Budget Personnel Costs Summary

July 1, 2003 - June 30, 2004

FY2003 Operating Budget

FY2004 Operating Budget

OB3E-SP

FTE Salaries Benefits Total FTE Salaries Benefits Total
176.64 $10,568,152  $3,489,655 $14,057,807 183.18 $11,059,796  $3,668,520 $14,728,316
3.45 387,217 127,782 514,999 3.97 479,736 135,267 615,003
38.56 1,676,837 553,356 2,230,193 37.49 1,569,722 589,624 2,159,346
150.90 4,376,778 1,488,105 5,864,883 148.47 4,500,431 1,936,419 6,436,850
338,061 28,127 366,188 332,131 28,231 360,362
492,411 18,219 510,630 492,411 2,462 494,873
369.55 $17,839,456 $5,705,244 $23,544,700 373.11 $18,434,227 $6,360,523 $24,794,750
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OB3F-SP

Agricultural Research and Extension Service
Operating Budget Personnel Cost Summary
July 1, 2003 through June 30, 2004

Funding Source

College/ Base
Department Description FTE Amount MCO  Above MCO Reallocation
Faculty:

Ag Admin Reallocation (1.00) (85,682) (85,682)
Ag Admin Reallocation 0.80 80,154 80,154
Ag Communications Reallocation 0.25 14,503 14,503
Ag Communications Reallocation 0.10 8,657 8,657
Biological & Ag Eng Reallocation 0.70 42,006 42,006
Biological & Ag Eng Reallocation 0.30 31,169 31,169
Animal & Vet Sci Reallocation 0.12 10,017 10,017
Animal & Vet Sci Reallocation (0.43) (29,220) (29,220)
Animal & Vet Sci Reallocation (0.37) (19,551) (19,551)
Animal & Vet Sci Reallocation 1.00 58,510 58,510
MMBB Reallocation 0.07 4,701 4,701
PSES Reallocation 1.00 55,758 55,758
PSES Reallocation (0.67) (57,540) (57,540)
PSES Reallocation (1.00) (86,715) (86,715)
PSES Reallocation (1.00) (81,619) (81,619)
FCS Reallocation (0.12) (7,114) (7,114)
Branch Station Reallocation 1.00 73,008 73,008
Dist | Reallocation 0.48 18,430 18,430
Dist Il Reallocation 0.96 35,294 35,294
Dist Il Reallocation 1.00 57,325 57,325
Dist Il Reallocation 0.96 35,324 35,324
Dist Il Reallocation (1.00) (40,373) (40,373)
Dist 11l Reallocation 1.00 31,574 31,574
Dist 11l Reallocation 0.96 36,795 36,795
District IV Reallocation 0.96 35,323 35,323
District IV Reallocation 0.27 9,721 9,721
Net Various Reallocation 0.20
Total Exempt/Faculty 6.54 230,455 0 0 230,455
Managerial/ Professional:
Ag Admin Reallocation (0.28) (24,474) (24,474)
PSES Reallocation (1.00) (57,325) (57,325)
Branch Station Reallocation 1.00 32,864 32,864
Branch Station Reallocation (1.00) (49,816) (49,816)
Net Various Reallocation 0.21
Total Managerial/Professional (1.07) (98,751) 0 0 (98,751)
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OB3F-SP
Agricultural Research and Extension Service
Operating Budget Personnel Cost Summary
July 1, 2003 through June 30, 2004

Funding Source

College/ Base
Department Description FTE Amount MCO  Above MCO Reallocation
Executive/Admin:

Ag Admin Reallocation 0.50 55,744 55,744
Net Various Reallocation 0.02

Total Exec/Admin 0.52 55,744 0 0 55,744
Classified:

Ag Admin Reallocation 1.00 30,014 30,014
Ag Admin Reallocation 1.00 32,781 32,781
Ag Admin Reallocation 1.00 26,957 26,957
Ag Admin Reallocation 0.75 33,446 33,446
Ag Admin Reallocation 1.00 25,210 25,210
Ag Admin Reallocation 0.39 22,048 22,048
Ag Admin Reallocation 0.33 9,850 9,850
Ag Admin Reallocation 0.72 18,453 18,453
Ag Admin Reallocation 0.56 15,096 15,096
Ag Admin Reallocation 0.56 15,096 15,096
Ag Admin Reallocation 0.56 15,096 15,096
Ag Admin Reallocation 0.61 13,520 13,520
Ag Admin Reallocation 0.50 12,917 12,917
Ag Admin Reallocation 0.53 11,694 11,694
Ag Communications Reallocation (0.50) (26,000) (26,000)
Animal & Vet Sci Reallocation (0.69) (5,274) (5,274)
Animal & Vet Sci Reallocation (2.00) (30,742) (30,742)
Animal & Vet Sci Reallocation (1.00) (30,451) (30,451)
Animal & Vet Sci Reallocation (0.33)  (9,850) (9,850)
Animal & Vet Sci Reallocation (0.44) (10,056) (10,056)
Animal & Vet Sci Reallocation (0.72) (18,452) (18,452)
MMBB Reallocation (0.28) (6,612) (6,612)
MMBB Reallocation (1.00) (30,014) (30,014)
MMBB Reallocation (0.94) (30,644) (30,644)
PSES Reallocation (0.85) (27,430) (27,430)
PSES Reallocation (1.00) (32,864) (32,864)
PSES Reallocation 0.37 14,963 14,963
PSES Reallocation (0.50) (12,917) (12,917)
FST Reallocation 1.00 26,957 26,957
FST Reallocation (0.75) (33,446) (33,446)
Ext Forestry Reallocation (0.53) (11,695) (11,695)
Branch Stations Reallocation (2.00) (27,040) (27,040)
Branch Stations Reallocation (1.00) (25,210) (25,210)
4-H Reallocation (1.00) (31,574) (31,574)
District Il Reallocation 0.40 9,426 9,426
Net Various Reallocation (0.18)

Total Classified (2.43) (66,747) 0 0 (66,747)
Total Increases 3.56 120,701 0 0 120,701
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Health Programs
FY 2004 Operating Budget

FY 2003 FY 2004 PERCENT OF
BUDGET BUDGET CHANGE
By Program:
WOI Veterinary Education 1,501,500 1,536,800 2.35%
WWAMI Medical Education 3,178,100 3,322,300 4.54%
IDEP Dental Education 869,300 938,600 7.97%
University of Utah Medical Education 736,400 812,700 10.36%
Family Practice Residency Programs 1,012,900 1,016,000 0.31%
WICHE 185,400 190,600 2.80%
Total Programs 7,483,600 7,817,000 4.46%
By Fund Source:
General Fund 7,223,400 7,525,700 4.19%
Student Fee Revenue 260,200 291,300 11.95%
Total Funds 7,483,600 7,817,000 4.46%
By Expenditure Classification:
Personnel Costs 1,848,700 1,873,100 1.32%
Operating Expenditures 1,230,800 1,295,300 5.24%
Capital Outlay 0 0
4,404,100 4,648,600 5.55%
Total Expenditures 7,483,600 7,817,000 4.46%
FTP 20.39 20.39 0.00%

Budget Overview

The medical education programs provide opportunities for Idaho residents to obtain medical
education. The State of Idaho contracts with other states or institutions to provide seats for
Idaho students. During the 2001 legislative session, the number of medical seats were
increased by four (4) and the dental seats by one (1). As these additional seats ripple
through through the four year programs, additional funding is required. For FY04, the
additional seats were funded.
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Special Programs

FY 2004 Operating Budget

By Program:

Forest Utilization Research

Geological Survey

Scholarships and Grants:
Idaho Promise Scholarship - A
Idaho Promise Scholarship - B
Atwell Parry Work Study Prog
Minority/"At Risk" Scholarship
Teachers/Nurses Loan Forgiveness
Peace Officer/Firefighter Scholarship
Grow Your Own Teacher Scholarship
Leveraging Educ Assistance Program
Paul Douglas Teacher Scholarship

Total Scholarships and Grants
Museum of Natural History
Small Business Development Centers
Idaho Council for Economic Development
Technical Help

Total Programs

By Fund Source:
General Fund
Federal Funds

Total Funds

By Expenditure Classification:
Personnel Costs
Operating Expenditures
Capital Outlay
Trustee/Benefit Payments

Total Expenditures

FTP

Budget Overview

FY 2003 FY 2004 PERCENT OF

BUDGET BUDGET CHANGE
567,300 566,500 -0.14%
769,000 769,500 0.07%
341,400 327,000 -4.22%
4,358,800 4,400,000 0.95%
1,317,800 1,280,400 -2.84%
110,000 105,000 -4.55%
71,000 125,000 76.06%
51,300 12,100 -76.41%
413,800 348,800 -15.71%
926,400 932,700 0.68%
15,000 15,000 0.00%
7,605,500 7,546,000 -0.78%
485,100 487,000 0.39%
280,000 281,400 0.50%
51,800 52,200 0.77%
160,600 161,700 0.68%
9,919,300 9,864,300 -0.55%
9,683,300 9,628,300 -0.57%
236,000 236,000 0.00%
9,919,300 9,864,300 -0.55%
1,687,400 1,690,400 0.18%
134,000 132,600 -1.04%

0 0

8,097,900 8,041,300 -0.70%
9,919,300 9,864,300 -0.55%
24.99 24.8 -0.76%

All of the Special Programs had a permanent base reduction of 1.1% with additional funding
provided only for additional personnel benefit costs and the cost reimbursement scholarship
programs (Teachers/Nurses Loan Forgiveness and Peace Officer/Firefighter). The Robert R. Lee

Promise Scholarship - B was not reduced to maintain the $500 per year award. Funds carried over
from the previous year will be used in the Grow Your Own Teacher Scholarship Program in order to

maintain the FY03 funding level for FY04.
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State Board Of Education
FY04 ALTERATION AND REPAIR PROJECTS
Permanent Building Fund Projects

Agencyl/Institution/Project Amount
BOISE STATE UNIVERSITY
Distribution Feeder #2, Campus Electrical Loop 590,000
Fourth FIr. Remodel, Science/Nursing Building 795,000
Chemistry Laboratory Remodel, Science/Nursing Building 100,000
BSU: STORM WATER DRAINAGE SYST., PH IlI 313,000
BSU MORRISON CTR FLY LOFT-BRICK 142,600
BSU: REPL. FIRE ALARM SYST., BUS. BLDG. 95,000
BSU: FIRE ALARM SYSTEM UPGRADE 75,000
BSU: UPGRADE HVAC, RAPTOR RESEARCH 52,500
BSU: OIT COOLING UNIT REPL., PH I, BUS. 49,500
BSU: HVAC UPGRADE PH1, SCI/NUR 322,000
Extension to Campus Electrical Loop, Boise 250,000
Roof Replacement, Mathematics/Geosciences Building 63,000
Roof Replacement, Kinesiology Annex, Phase 1 191,000
Roof Replacement, Morrison Center, Phase 1 338,000
SUBTOTAL 3,376,600
IDAHO STATE UNIVERSITY
ISU: Remove PCB Contamination from Reed Gym 250,000
ISU, CLASSROOM/MULTI-USE COMPLEX 327,500
ISU: ASB ABATE- EAST HALL BLDG 43,300
ISU: INCREASE STEAM CAPACITY, PLANT 998,000
ISU: LIFE SAFETY, REN/REPL FIRE ALARMS 188,000
ISU: RENOVATE 10 RESTROOMS, ADA 59,500
ISU: CAMPUS WIDE SIDEWALK/STEP REPAIRS 157,400
ISU: RENOVATE 7TH FLOOR, GARRISON HALL 398,000
ISU: RENOVATE HVAC, LIBERAL ARTS 174,500
Roof Replacement, Machine Technology Program, RFC Building 45,500
Life Safety, Handrails and Entry Stairs, Various Buildings 230,000
Replace Chiller, Life Science 236,000
Renovate, Garrison Hall, 6th Floor 398,000
Install Two Water Conditioners, Central Heat Plant 40,300
SUBTOTAL 3,546,000
UNIVERSITY OF IDAHO
UOI: ASB SURVEY 175,000
UOI: ASB ABATE, AG/SCI COMPLEX 131,580
UOI: RENFREW HALL HVAC REPAIR 455,800
UOI: ADA, ELEVATOR-FOOD RESEARCH CTR(Add to 2003254) 250,000
UOI: REPL AIR HANDLER #4, ANIMAL LAB 274,000
UOI: POWER PLANT MAINTENANCE 665,458
UOI/ISU: MECH. SYST. UPGR, UNIVERS PLAC 77,000
UOI: POWER PLANT BOILER 01 CONTROLS 238,000
UOI: Replace Roof Buchanan Eng. Lab. 200,000
UOI: WATER SEPARATION, LSS, GIBB HALL 40,000
UOI: ADA, NEW ELEV, PHYS ED BLDG 267,516
UOI: ASB ABATE, P E BUILDING 38,362
UOI: REROOF ADMINISTRATION BLDG. 767,500
UOI: ELEVATOR, CONTINUING ED, ADA 385,960
UOI: RECLAIMED WATER SYSTEM 377,000
UOI: Replace Roof Education Bldg. 220,000
SUBTOTAL 4,563,176
LEWIS-CLARK STATE COLLEGE
LCSC: ELEVATOR/RRM UPGRADE OLD SCIENCE BLDG 609,632
Storm Drainage System 262,500
SUBTOTAL 872,132
EASTERN IDAHO TECHNICAL COLLEGE
REROOF TECHNICAL BUILDING 286,750
Chiller Replacement, Christofferson Building 87,000
Door and Window Replacement, Sessions Building 166,000
SUBTOTAL 539,750
IDAHO SCHOOL FOR THE DEAF AND BLIND
D&BS: FIRE SPRINKLER UPGRADE/SYSTEM IMPR 300,000
Repair/Renovate Old Admin. Building (Round Building, Bldg. #16) 110,000
Remodel/Renovate, Superintendent's Residence 45,000
SUBTOTAL 455,000
HISTORICAL SOCIETY, ID STATE
ISHS: RENOVATE ELECTRICAL WIRING, ADMIN. 35,000
Stability Study, Northwest Prison Wall 35,000
Roof Repair and Stone Stabilization, False Front Buildings 30,000
SUBTOTAL 100,000
UNIVERSITY PLACE
Storm Water Retention Basin 162,500
Concrete Work, Center for Higher Education Building 61,260
SUBTOTAL 223,760
STATE BOARD OF EDUCATION TOTAL 13,676,418
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Project Title

REPAIR AND RENEWAL PROJECTS

1
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Distribution Feeder #2, Campus Electrical Loop
Fourth Floor Remodel, Science/Nursing Building
Chemistry Laboratory Remodel, Science/Nursing Bldg.
Storm Water Drainage System, Phase 3

Fly Loft Brick Repairs, Morrison Center

Fire Alarm System Repl., Business Building

Fire Alarm System Upgrade, Selected Bldgs.

HVAC Upgrade, Raptor Research Center

OIT Cooling Unit Repl., Business Building

HVAC Upgrade, Phase 1, Science/Nursing Bldg.
Extension to Campus Electric Loop, Boise Campus
Roof Replacement, Mathematics/Geosciences Bldg.
Roof Replacement, Kinesiology Annex

Roof Replacement, Morrison Center

Student Union Meeting and Room Upgrades
Residential Dining Remodel

Student Organization Complex Remodel

Roof Replacement - 915 Island Street

Furniture & Fixtures for New Residence Hall and Apartments
Window Replacement - Barnes Towers Hall
Stadium Health & Safety Projects

CAPITAL IMPROVEMENT BUDGET TOTAL

FINANCE - SECTION |

BOISE STATE UNIVERSITY
CAPITAL IMPROVEMENT BUDGET SUMMARY
FY 2003-2004

Source of Funds

Federal Permanent Other State Univ. Fac. Bond/R & R
Funds Bldg. Fund Funds Reserve Funds Other Total
$590,000 $590,000
795,000 795,000
100,000 100,000
313,000 313,000
142,600 142,600
95,000 95,000
75,000 75,000
52,500 52,500
49,500 49,500
322,000 322,000
250,000 250,000
63,000 63,000
191,000 191,000
338,000 338,000
300,000 300,000
300,000 300,000
100,000 100,000
50,000 50,000
2,000,000 2,000,000
150,000 150,000
2,000,000 2,000,000
$0 $3,376,600 $0 $0 $4,900,000 $0 $8,276,600
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University of Idaho
FY2004 All Projects List

General Education Bond| Dept/Other| Private

Project Title/Description Priority | _Capital | Repr/Repl R&R Funds| Funds PBF/State Total
MAJOR NEW FACILITIES
Major New Facilities Total 0 0 0 0 0 0 0
OTHER NEW FACILITIES
Other New Facilities Total 0 0 0 0 0 0 0
MAJOR RENOVATION/REMODELING
Teaching and Learning Center (Renovation of UCC) DPW 02-261 * 12,529,800 12,529,800
Wallace Complex Center Building Administrative Renovations 120,000 120,000
Asbestos Survey DPW 098-921(supports TLC/UCC) * 175,000 175,000
Major Renovations/Remodeling Total 0 0 0 120,000 0 12,704,800 12,824,800
OTHER RENOVATION/REMODELING
IWC Tenant Improvement Design/Pkg 3 300,000 300,000
ldaho Commons Renovate Room 406 F 10,000 10,000
Golf Course Clubhouse Roof 30,000 30,000
Three Family Housing Apartments Re-Roof 33,000 33,000
SUB ITS Video Production Acoustic Isolation 40,000 40,000
Engineering/Physics NIATT Traffic Control Lab 30,000 30,000
Other Renovation/Remodeling Total 40,000 0 0 403,000 0 0 443,000

FINANCE - SECTION | 95 TAB 5




University of Idaho
FY2004 All Projects List

General Education Bond| Dept/Other| Private

Project Title/Description Priority | _Capital | Repr/Repl R&R Funds| Funds PBF/State Total
MAJOR BLDG. SYSTEMS REPAIR & REPLACEMENT
Renfrew Hall HYAC & Controls Renovation/Repair DPW 03-254 * 732,380 732,380
LSS/Gibb Replace Air Handler #4 (LARF) DPW 03-252 * 274,000 274,000
Power Plant Critical Maintenance Upgrades DPW 02-257 * 665,458 665,458
Administration Building Replace Roof DPW 03-250 * 767,500 767,500
Power Plant Renovate Boiler 01 Controls DPW 02-256 * 238,000 238,000
Swim Center Locker Room and Pool Renovations 750,000 750,000
Theophilus Tower Exterior Masonry Repair (Design & Engineering Phase) 100,000 100,000
Steele House Life Safety Renovations 100,000 100,000
Major Bldg. Systems Repair and Replacement Total 0 0 0 950,000 0 2,677,338 3,627,338
OTHER BLDG. SYSTEMS REPAIR & REPLACEMENT
LSS Exterior Masonry Repair 20,000 20,000
CNR Lab Renovations, Rooms 216F & 217 63,000 63,000
BEL Replace Roof DPW 04-XXX 200,000 200,000
Education Replace Roof DPW 04-XXX 220,000 220,000
Theophilus Tower Replace Roof 105,000 105,000
Memorial Gymnasium Renovate Gargoyles 50,000 50,000
LHSOM Repair Failed Steam Heat Pipes in Conc. Slab 115,000 115,000
LHSOM Replace Failed Chiller 170,000 170,000
Ag Science Replace West Wing DI System 100,000 100,000
ISUUI University Place Mechanical Systems Upgrades DPW 02-253 * 77,000 77,000
Other Bldg. Systems Repair and Replacement Total 0 455,000 0 168,000 0 497,000 1,120,000
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University of Idaho
FY2004 All Projects List

|
General Education Bond| Dept/Other| Private

Project Title/Description Priority | _Capital | Repr/Repl R&R Funds| Funds PBF/State Total
EXTERIOR CAMPUS AND SITE DEVELOPMENT
Wicks Field Soccer Pitch Fence 35,000 35,000
Golf Course Driving Range Upgrade 50,000 50,000
Recreation Intramural Athletic Fields Renovation (Design & Testing Phase) 150,000 150,000
Paradise Creek CLOMER to LOMER 20,000 20,000
FY 04 Street Patching and Repair 70,000 70,000
Bench Repair/Renovations 30,000 30,000
Campus Construct Information Kiosks 30,000 30,000
Exterior Campus and Site Development Total 50,000 100,000 0 200,000| 35,000 0 385,000
SAFETY, SECURITY, ADA
Power Plant Double Wall Diesel Tank for Gen Fuel 10,000 10,000
PEB New Elevator DPW 01-256 * 305,878 305,878
CEB New Elevator DPW 02-262 * 415,960 415,960
LSS/Gibb Water System Separation DPW 01-253 * 40,000 40,000
Ag Science Abate Asbestos DPW 98-910 * 75,000 75,000
LLC Buildings 1,2,3 Exterior Entrance Security Cameras 29,000 29,000
Power Plant Security Cameras 30,000 30,000
Repair Wood Storage Pile Fence Addition 20,000 20,000
FY 04 Misc Outdoor Lighting Budget (On-Going Program) 15,000 15,000
FY 04 ASUI Safety Budget (On-Going Program) 10,000 10,000
FY 04 ADA/Universal Access Budget (On-Going Program) 15,000 15,000
FY 04 Misc Security Budget (On-Going Program) 25,000 25,000
FY 04 Misc Safety Budget (On-Going Program) 25,000 25,000
6th Street Outdoor Lighting - Stadium to Perimeter 50,000 50,000
Safety, Security, ADA Total 140,000 60,000 0 29,000 0 836,838 1,065,838
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University of Idaho

FY2004 All Projects List

General Education Bond| Dept/Other| Private

Project Title/Description Priority | _Capital | Repr/Repl R&R Funds| Funds PBF/State Total
CAMPUS UTILITY SYS. REPAIR, REPLACEMENT
Reclaimed Water System DPW 02-258 * 377,000 377,000
District Chilled Water System Connect BEL 142,000 142,000
Wallace Water System Backflow 30,000 30,000
District Chilled Water System Connect ED 150,000 150,000
Campus Utility Systems Repair and Replacement Total 0| 292,000 0 30,000 0 377,000 699,000
FEASIBILITY AND/OR PLANNING STUDIES & EVALS
Utilities Infrastructure Study 50,000 165,000 215,000
North Campus District Master Plan (Offload SRC Project) 75,000 75,000
SRC Phase Il Studies (NAC) 15,000 15,000
Feasibility and/or Planning Studies and Evals Total 140,000 0 0 165,000 0 0 305,000
TECHNICAL INFRASTRUCTURE
Technological Infrastructure Total 0 0 0 0 0 0 0
OTHER
Banner Training Room Renovations 15,000 15,000
Swing Space Moves (Photo Services to GAS House) 20,000 20,000
Other Total 35,000 0 0 0 0 0 35,000
GRAND TOTAL 405,000/ 907,000 0| 2,065,000/ 35,000 17,092,976 20,504,976
* Prior year DPW projects which were put on hold and for which funding has now been released
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

University of Idaho
PROJECT SUMMARY OF CAPITAL IMPROVEMENT BUDGET DETAIL
for Projects over $500,000
July 1, 2003 — June 30, 2004

The University of Idaho’s FY2004 Capital Improvement Plan represents the institution’s
continued commitment in implementing the Ul Strategic Plan, Long Range Campus
Development Plan (LRCDP), and Ten-Year Capital Improvement Plan. The Plan
allocates resources to infrastructure projects that are vital to maintaining quality facilities
and to preparing for future development. It invests in the safety and security of the
campus environment and funds projects that enhance the experiences of students,
faculty, staff, and visitors. Finally, it lays the groundwork for future facility developments
that support and further the academic, research, and outreach goals of the University.

Major Building Renovations/Remodeling

Teaching and Learning Center $12,529,800

This project was previously funded and then put on hold due to the state funding
holdback; funding has now been restored via bond financing by ISBA and the
project will proceed in FY2004. This project, critical to the university’s strategic
vision and success, entails a wholesale renovation and conversion of the existing
University Classroom Center (UCC) to a new Teaching and Learning Center. The
TLC is a central and vital component of a series of facility initiatives supporting
the University’s residential campus living and learning environment. It is linked
physically and conceptually to the Idaho Commons, completed in Spring 2000.

The existing UCC hosts approximately 40 percent of Ul's general use classroom space
together with areas devoted to student services and technology use and support. It
requires a full range of building renewal and renovations to bring it to safe, accessible,
maintainable, and modern functional standards. This renovation project will create
flexible and “smart” classrooms capable of meeting the needs of students and faculty
and of adapting well to future instructional innovations. Full renovation of this facility will
enhance Ul's ability to continue to recruit and retain students and faculty in today’s
competitive higher education environment.

This project is consistent with the priorities and needs identified in the Long-Range
Campus Development Plan (LRCDP). Approval of this project includes approval to
execute contracts for architectural/engineering services and construction contracts to
accomplish the project. The source of funding for this project is the Permanent Building
Fund.
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

University of Idaho
PROJECT SUMMARY OF CAPITAL IMPROVEMENT BUDGET DETAIL
for Projects over $500,000 (cont.)
July 1, 2003 — June 30, 2004

Maijor Building Systems Repair and Replacement

Renfrew HVAC and Controls $732,380

This project was previously funded and then put on hold due to the state funding
holdback; funding has now been released and the project will proceed in FY2004. This
project will address concerns expressed by the Chemistry department regarding various
air balancing problems in the building resulting from numerous phases of renovation in
the last ten years. Due to the nature of the chemistry field, the control of airflow is a
vital component of the safety features required when working in this hazardous
laboratory environment. This project includes a full analysis of HVAC and control
systems to identify all issues necessary to bring the first five phases of renovation
together in a fully operational system. The anticipated Scope of Work includes repair of
systems not limited to: collapsed ductwork, pneumatic Terminal Equipment Controllers
(TEC’s) for fume hoods, variable frequency drives to replace pneumatic inlet vanes and
added general exhaust where necessary.

This project is consistent with the priorities and needs identified in the Long-Range
Campus Development Plan (LRCDP). Approval of this project includes approval to
execute necessary contracts for architectural/engineering services and construction
contracts to accomplish the project. The source of funding for this project is the
Permanent Building Fund.

Power Plant Critical Maintenance Upgrades $665,458

This project was previously funded and then put on hold due to the state funding
holdback; funding has now been released and the project will proceed in FY2004. This
project provides for critically needed maintenance and repair projects within and directly
related to power plant operations. These upgrades are needed to provide operational
reliability for steam and chilled water production. In addition, improvements will be
made to enable plant personnel to more safely perform maintenance and repairs
without shutting down the entire plant.

The project makes improvements to the ash handling systems, steam and condensate
systems, and feed-water systems. Ash handling systems will be upgraded to ensure
the plant complies with EPA and IDEQ regulations. Valves will be replaced in the
steam, feed-water, condensate, and make-up water systems. Some of the current
valves are over 50 years old. A second steam header will be added to allow critical
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University of Idaho
PROJECT SUMMARY OF CAPITAL IMPROVEMENT BUDGET DETAIL
for Projects over $500,000 (cont.)
July 1, 2003 — June 30, 2004

plant maintenance with only partial plant shutdowns. This is a key safety issue in
ongoing plant maintenance.

This project is consistent with the priorities and needs identified in the Long-Range
Campus Development Plan (LRCDP) and will help ensure adequate service for planned
new construction and major facilities upgrades. Approval of this project includes
approval to execute necessary contracts for architectural/engineering services and
construction contracts to accomplish the project. The source of funding for this project
is the Permanent Building Fund.

Administration Building Roof Replacement $767,500

This project was previously funded and then put on hold due to the state funding
holdback; funding has now been released and the project will proceed in FY2004. This
project continues the successful program of systematic replacement according to a
comprehensive Ul-Division of Public Works (DPW) assessment of all campus roofs.
Priorities are based on roof type, condition, and life cycle characteristics. The Division
of Public Works participated in development or confirmation of cost estimates for
projects following on-site inspections.

The Administration Building dates back to 1906, is on the National Register of Historic
Structures and serves as an icon for the university. The intent of this project is to retain
the historic character and nature of the Administration Building while replacing and
renewing failing roofing systems. In accordance with the Administration Building Master
Preservation Plan, this project replaces the gabled, metal portions of the roof; restores
the original tile roofing system on the gabled portions of the roof; repairs and replaces
roofing and insulation systems as needed on the flat portions of the roof; repairs and
replaces flashings, counter-flashings reglets and gutters as needed; repairs masonry as
needed to accept flashings and counter-flashings; restores and repairs cast masonry
copings and parapet caps; and restores and renews cast masonry historic elements
associated with roof and parapet systems.

This project is consistent with the priorities and needs identified in the Long-Range
Campus Development Plan (LRCDP). Approval of this project includes approval to
execute necessary contracts for architectural/engineering services and construction
contracts to accomplish the project. The source of funding is the Permanent Building
Fund.
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University of Idaho
PROJECT SUMMARY OF CAPITAL IMPROVEMENT BUDGET DETAIL
for Projects over $500,000 (cont.)
July 1, 2003 — June 30, 2004

Swim Center Locker Room and Pool Renovations $750,000

This project corrects identified deficiencies, safety, and critical repair and replacement
needs in the university swimming center. The project stems from a recently completed
facility evaluation by Northwest Architectural Company that identifies and provides
estimates each of the elements of the project.

The facility was designed in 1968. Building codes and regulations have significantly
changed, particularly in respect to accessibility requirements, since that time. The study
identifies improvements that could be made to more closely align with current
accessibility requirements.

With any facility over 30 years old, there are maintenance and repair needs that develop
despite regular ongoing maintenance efforts. A swimming facility, with its unique
environment, is subject to more intense degradation than many other types of facilities.
Some parts of the facility simply wear out sooner as a result of being subjected to a
chlorinated environment over long periods of time. This evaluation suggests repairs
and remedial actions that could be undertaken to significantly extend the life span of the
building components and systems well into the future.

This project is consistent with the priorities and needs identified in the Long-Range
Campus Development Plan (LRCDP). Approval of this project includes approval to
execute necessary contracts for architectural/engineering services and construction
contracts to accomplish the project. The source of funding is Auxiliary Service repair
and replacement funds.
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JUNE 26-27, 2003

SUBJECT
FY2004 Intercollegiate Athletics Operating Budget Report

BACKGROUND

Board policy (lll.T.4.) requires “the institutions to submit a budget plan for the
upcoming fiscal year beginning July 1 in a format prescribed by the Board office.”
A common reporting format has been established for reporting intercollegiate
athletic revenues and expenditures. The following pie chart displays the FY04
athletic revenue by source of funds. The following worksheets, reports the
FY2003 Operating Budget, an FY2003 Estimated Budget, the FY2004 Operating
Budget, and a variance column comparing the FY2003 and FY2004 original
budgets. The first page reports revenue by source and expenditures by
classification. The second and third pages detail the revenue and expenditures
by general administration and by sport.

DISCUSSION

Board policy establishes limits on the amount of funds the institutions can
allocate to athletics from general account funds and from institutional funds. The
institutions are within the established limits.

IMPACT

Provides a revised financial report for the current fiscal year and provides the
operating budget for FY2004.

STAFF COMMENTS
Review and accept the reports.

BOARD ACTION
A motion to accept the Intercollegiate Athletics Report as presented in Tab 6.

Moved by Seconded by Carried Yes No

FINANCE — SECTION | 103 TAB 6



BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

THIS PAGE INTENTIONALLY LEFT BLANK

FINANCE — SECTION | 104 TAB 6



Intercollegiate Athletics
FY04 Revenue by Source by Institution
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FY04 Board Limits on Allocation of Funds
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Boise State University

College & Universities
Intercollegiate Athletics Report
Revised Estimates for FY03 and Original Operating Budget for FY04

Idaho State University

University of Idaho

Lewis Clark State Coll.

FY03 Orig FYO3Est FY04Orig Variance FY03 Orig FYO3 Est FY04 Orig Variance FY03 Orig FYO3 Est FY04 Orig  Variance FY03 Orig FYO3 Est FY04 Orig Variance
Revenues/Expend/Fund Balance Oper Bdgt asof 6/03 Oper Bdgt Bdgt/Bdgt Oper Bdgt as of 6/03 Oper Bdgt Bdgt/Bdgt Oper Bdgt as of 6/03 Oper Bdgt Bdgt/Bdgt Oper Bdgt as of 6/03 Oper Bdgt Bdgt/Bdgt
1 Revenue (Detail):
2 Program Revenue:
3 Ticket Sales/Event Revenue 2,245515 2,338,428 2,058,385 (187,130) 365,500 441,862 482,000 116,500 379,000 268,588 314,000 (65,000) 23,500 22,700 23,500 0
4 Tournament/Bowl/Conf Receipts 410,345 1,056,557 1,005,257 594,912 265,000 311,703 290,090 25,090 293,000 291,656 297,958 4,958 0
5 Media/Broadcast Receipts 200,000 94,750 5,000 (195,000) 32,000 32,000 32,000 0 200,000 123,369 120,000 (80,000) 3,600 4,800 4,800 1,200
6 Concessions/Prog/Parking/Advert 1,342,681 1,300,945 1,370,525 27,844 233,000 258,630 263,500 30,500 479,000 481,910 482,500 3,500 0
7 Game Guarantees 575,000 575,000 325,000 (250,000) 179,000 192,500 199,000 20,000 1,160,000 1,155,700 1,046,500 (113,500) 0
8 Foundation/Booster/Priv Donations 1,587,134 1,349,500 2,735,689 1,148,555 373,258 341,025 385,000 11,742 1,417,110 1,711,837 1,978,537 561,427 281,000 275,000 286,400 5,400
9 Other 317,685 408,477 354,841 37,156 44,334 12,753 25,000 (19,334) 190,500 251,377 240,975 50,475 12,000 12,000 12,000 0
10 Total Program Revenue 6,678,360 7,123,657 7,854,697 1,176,337 1,492,092 1,590,473 1,676,590 184,498 4,118,610 4,284,437 4,480,470 361,860 320,100 314,500 326,700 6,600
11 Non-Program Revenue:
12 Special Events Revenue:
13 NCAA/Bowl/World Series 0 495,058 20,185 20,185 0 0 0 0 0 350,000 360,000 355,000 5,000
14 Student Fee Revenue:
15 Student Fees 1,763,536 1,807,942 1,985,000 221,464 1,796,158 1,837,754 1,865,738 69,580 1,682,560 1,732,757 1,769,930 87,370 262,000 255,200 307,300 45,300
16 State Support::
17 Approp Funds - Limit 1,745,300 1,745,300 1,851,700 106,400 1,745,300 1,745,300 1,851,700 106,400 1,587,400 1,587,400 1,624,000 36,600 628,000 648,800 688,400 60,400
18 Approp Funds - Gender Equit 94,000 94,000 200,000 106,000 300,000 300,000 443,500 143,500 275,760 275,760 346,660 70,900 19,700 19,700 19,700 0
19 Total State Support 1,839,300 1,839,300 2,051,700 212,400 2,045,300 2,045,300 2,295,200 249,900 1,863,160 1,863,160 1,970,660 107,500 647,700 668,500 708,100 60,400
20 Institutional Support:
21 Auxiliary Enterprises 0 46,000 46,000 46,000 0 50,000 50,000 50,000 0 0
22 Institutional 273,100 273,100 289,800 16,700 227,640 227,640 281,100 53,460 496,200 496,200 529,500 33,300 100,000 87,000 100,000 0
23 Total Instit Support 273,100 273,100 289,800 16,700 273,640 273,640 327,100 53,460 546,200 546,200 579,500 33,300 100,000 87,000 100,000 0
24 Total Non-Program Revenue 3,875,936 4,415,400 4,346,685 470,749 4,115,098 4,156,694 4,488,038 372,940 4,091,920 4,142,117 4,320,090 228,170 1,359,700 1,370,700 1,470,400 110,700
25 Total Revenue: 10,554,296 11,539,057 12,201,382 1,647,086 5,607,190 5,747,167 6,164,628 557,438 8,210,530 8,426,554 8,800,560 590,030 1,679,800 1,685,200 1,797,100 117,300
26
27 Expenditures:
28 Coaches Salaries & Bonuses 1,925,812 1,913,443 2,088,464 162,652 1,016,576 1,122,503 1,089,570 72,994 1,500,946 1,565,980 1,551,491 50,545 246,800 246,800 248,800 2,000
29 Other Salaries and Wages 1,644,462 1,698,205 1,768,696 124,234 850,642 769,862 905,444 54,802 1,171,877 1,169,788 1,135,742 (36,135) 141,500 150,000 181,500 40,000
30 Fringe Benefits 1,092,155 1,082,357 1,332,259 240,104 620,213 644,772 671,731 51,518 773597 729,325 806,496 32,899 126,900 120,000 138,600 11,700
31 Athletic Scholarship/Grants in Aid 1,842,163 1,955,413 2,150,788 308,625 1,322,376 1,338,503 1,445,628 123,252 1,527,648 1,455,148 1,762,424 234,776 214,700 252,000 282,700 68,000
32 Game Guarantees 268,800 277,600 307,600 38,800 49,500 45,000 95,000 45,500 398,600 399,100 280,340 (118,260) 0
33 Medical Insurance/Medical Fees 30,700 30,700 33,600 2,900 201,878 197,380 143,296 (58,582) 145,500 169,500 182,500 37,000 20,000 20,000 34,000 14,000
34 Travel:
35 Team and Coaches 958,373 976,869 1,163,384 205,011 447,666 543,044 575,000 127,334 816,798 893,100 1,013,357 196,559 132,500 137,000 156,500 24,000
36 Recruiting and Other 250,238 253,415 302,776 52,538 190,125 173,926 180,500 (9,625) 224,221 251,668 267,568 43,347 17,500 11,000 14,300 (3,200)
37 Supplies, Equip, Serv & Op Exp 1,465,365 1,700,563 1,827,051 361,686 823,214 719,010 973,459 150,245 1,573,183 1,630,641 1,576,949 3,766 372,000 340,000 332,400 (39,600)
38 Facility Use Charges 334,464 399,714 316,447 (18,017) 85,000 85,000 85,000 0 60,000 75,000 75,000 15,000 30,000 30,000 30,000 0
39 Debt Service on Athletic Facilities 710,762 839,591 860,480 149,718 0 0 0 0 0 0
40 Special Events 10,000 383,280 11,926 1,926 0 0 0 0 0 325,000 325,000 325,000 0
41 Capital Improvements 19,400 26,532 37,000 17,600 96,120 0 15,000 87,175 46,677 31,677 0
42 Total Expenditures: 10,552,694 11,537,682 12,200,471 1,647,777 5,607,190 5,735,120 6,164,628 557,438 8,207,370 8,426,425 8,698,544 491,174 1,626,900 1,631,800 1,743,800 116,900
43
44 Excess (Deficiency) of Revenues
45 Over Expenditures 1,602 1,375 911 0 12,047 0 3,160 129 102,016 52,900 53,400 53,300
46
47 Ending Fund Balance 6/30 17,438 17,211 18,122 583,572 595,619 595,619 92,809 89,778 191,794 (53,769)  (53,269) 31
48
49 Nonresident Fee Waivers 1,060,000 1,118,263 1,060,000 0 829,920 804,960 924,000 94,080 1,100,000 1,080,000 1,080,000 (20,000) 325,000 325,000 325,000 0
50
51 Athletic Camp Activity:
52 Camp Revenue 350,000 350,000 350,000 0 120,000 120,000 120,000 0 260,326 260,326 260,326 0 30,000 30,000 30,000 0
53 Camp Expenditures 350,000 350,000 350,000 0 120,000 120,000 120,000 0 260,326 260,326 260,326 0 20,000 20,000 20,000 0
54 Camp Surplus/(Deficit) 0 0 0 0 0 0 0 0 0 0 0 0 10,000 10,000 10,000 0
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Boise State University

College & Universities

Intercollegiate Athletics Report
Revised Estimates for FY03 and Original Operating Budget for FY04

Idaho State University

University of Idaho

Lewis Clark State Coll.

FY03 Orig FYO3Est FY04Orig Variance FY03 Orig FYO3 Est FY04 Orig  Variance FY03 Orig FYO3 Est FY04 Orig  Variance FY03 Orig FYO3 Est FY04 Orig  Variance
Revenue by Program: Oper Bdgt asof 6/03 Oper Bdgt Bdgt/Bdgt Oper Bdgt as of 6/03 Oper Bdgt Bdgt/Bdgt Oper Bdgt as of 6/03 Oper Bdgt Bdgt/Bdgt Oper Bdgt as of 6/03 Oper Bdgt Bdgt/Bdgt
55 General Revenue:
56 Foundation/Booster/Priv Donations 1,587,134 1,349,500 2,695,689 1,108,555 373,258 341,025 385,000 11,742 1,417,110 1,711,837 1,978,537 561,427 281,000 275,000 286,400 5,400
57 Student Fees 1,763,536 1,807,942 1,985,000 221,464 1,796,158 1,837,754 1,865,738 69,580 1,682,560 1,732,757 1,769,930 87,370 262,000 255,200 307,300 45,300
58 Appropriated Funds 1,839,300 1,839,300 2,051,700 212,400 2,045,300 2,045,300 2,295,200 249,900 1,863,160 1,863,160 1,970,660 107,500 647,700 668,500 708,100 60,400
59 Institutional Support 273,100 273,100 289,800 16,700 273,640 273,640 327,100 53,460 546,200 546,200 579,500 33,300 100,000 87,000 100,000 0
60 Special Events 0 495,058 20,185 20,185 0 0 0 0 0 350,000 360,000 355,000 5,000
61 Other 1,498,584 1,534,077 1,608,145 109,561 536,334 570,788 580,590 44,256 910,600 989,577 960,533 49,933 12,000 12,000 12,000 0
62 Total General Revenue 6,961,654 7,298,977 8,650,519 1,688,865 5,024,690 5,068,507 5,453,628 428,938 6,419,630 6,843,531 7,259,160 839,530 1,652,700 1,657,700 1,768,800 116,100
63 Revenue By Sport:
64 Men's Programs:
65 Football
66 Ticket Sales 1,682,844 1,781,060 1,429,665 (253,179) 200,000 255,068 270,000 70,000 330,000 223,402 260,000 (70,000) 0
67 Game Guarantees 575,000 575,000 325,000 (250,000) 80,000 80,000 100,000 20,000 1,090,000 1,090,000 1,010,000 (80,000) 0
68 Media/Broadcast Receipts 168,740 75,800 4,000 (164,740) 8,500 8,500 8,500 0 0 24,000 0 0 0
69 Other (Tourn/Bowl/Conf) 301,472 628,061 590,138 288,666 0 0 0 0 34,000 17,446 17,500 (16,500) 0
70 Basketball
71 Ticket Sales 541,201 533,320 603,871 62,670 155,000 166,203 190,000 35,000 40,000 36,081 45,000 5,000 3,400 4,700 3,400 0
72 Game Guarantees 0 0 0 0 95,000 105,000 95,000 0 65,000 65,000 30,000 (35,000) 0
73 Media/Broadcast Receipts 54,260 18,950 1,000 (53,260) 8,500 8,500 8,500 0 0 0 0 0 0
74 Other (Tourn/Bowl/Conf) 91,302 207,075 195,256 103,954 10,000 27,798 10,000 0 0 0 12,000 12,000 0
75 Track & Field/Cross Country 21,114 53,569 51,213 30,099 750 476 500 (250) 4,000 4,010 4,750 750 0
76 Tennis 8,207 21,131 20,105 11,898 0 0 700 0 0 0
77 Baseball Ticket Sales 0 0 0 13,600 13,000 13,600 0
78 Wrestling 13,306 32,932 31,742 18,436 0 0 0
79 Golf 8,207 21,131 22,957 14,750 0 5,400 5,400 5,400 0 0
80 Media/Broadcast Receipts 0 0 200,000 99,369 120,000 (80,000) 3,600 4,800 4,800 1,200
81 Total Men's Sport Revenue 3,465,653 3,948,029 3,274,947 (190,706) 557,750 651,545 682,500 124,750 1,768,400 1,565,408 1,504,650 (263,750) 20,600 22,500 21,800 1,200
82 Women's Programs
83 Volleyball
84 Ticket Sales 0 2,500 2,442 3,000 500 4,000 3,490 4,000 0 1,200 1,300 1,200 0
85 Game Guarantees 0 0 0 0 1,500 1,500 0
86 Other (Tourn/Bowl/Conf) 18,206 33,921 30,158 11,952 0 0 0 0 0 0
87 Basketball
88 Ticket Sales 14,834 15,810 14,287 (547) 8,000 11,571 12,000 4,000 5,000 5,615 5,000 0 5,300 3,700 5,300 0
89 Game Guarantees 0 4,000 4,000 4,000 0 5,000 0 5,000 0 0
90 Media/Broadcast Receipts 0 3,000 3,000 3,000 0 0 0
91 Other (Tourn/Bowl/Conf) 15,704 36,077 34,011 18,307 3,000 0 0 (3,000) 12,000 12,000 0
92 Track & Field/Cross Country 25,218 64,135 61,266 36,048 750 476 500 (250) 4,000 4,010 4,750 750 0
93 Tennis 8,207 21,131 20,105 11,898 0 0 0 0 0 0
94 Gymnastics 20,199 36,452 35,667 15,468 0 0 0
95 Golf 8,207 21,131 20,105 11,898 0 4,500 4,500 4,500 0 0
96 Soccer 16,414 42,262 40,210 23,796 3,500 5,626 6,000 2,500 0 0
97 Softball 0 0 0 0
98 Skiing 21,131 20,105 20,105 0 0 0
99 Swimming 0 0 0 0
100 Rodeo 0 0 0 0
101 Total Women's Sport Rev 126,989 292,050 275,914 148,925 24,750 27,115 28,500 3,750 22,500 17,615 36,750 14,250 6,500 5,000 6,500 0
102 Total Revenue 10,554,296 11,539,056 12,201,380 1,647,084 5,607,190 5,747,167 6,164,628 557,438 8,210,530 8,426,554 8,800,560 590,030 1,679,800 1,685,200 1,797,100 117,300
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Boise State University

College & Universities

Intercollegiate Athletics Report
Revised Estimates for FY03 and Original Operating Budget for FY04

Idaho State University

University of Idaho

Lewis Clark State Coll.

FY03 Orig FYO3Est FY04Orig Variance FY03 Orig FYO3 Est FY04 Orig  Variance FY03 Orig FYO3 Est FY04 Orig  Variance FY03 Orig FYO3 Est FY04 Orig  Variance
Expenditures by Admin/Sport Oper Bdgt asof 6/03 Oper Bdgt Bdgt/Bdgt Oper Bdgt as of 6/03 Oper Bdgt Bdgt/Bdgt Oper Bdgt as of 6/03 Oper Bdgt Bdgt/Bdgt Oper Bdgt as of 6/03 Oper Bdgt Bdgt/Bdgt
103 Administrative and General
104 Athletic Director Office 850,740 742,314 1,014,227 163,487 828,632 875,000 894,290 65,658 631,421 703,026 654,834 23,413 313,900 305,000 351,400 37,500
105 Fund Raising Office 1,038,070 581,926 1,003,194 (34,876) 171,209 185,000 243,701 72,492 306,066 347,116 280,214 (25,852) 50,600 50,200 52,000 1,400
106 Sports Information 236,270 236,270 273,055 36,785 114,136 115,000 138,567 24,431 155,195 156,248 154,327 (868) 0
107 Trainer/Equipment Manager 231,713 231,713 332,988 101,275 181,628 155,000 206,392 24,764 311,508 375,966 348,655 37,147 37,000 40,000 45,000 8,000
108 Equipment Manager 77,225 88,000 80,991 3,766 49,812 55,000 53,789 3,977 0 0 0 0 0
109 Ticket Office 184,661 184,661 190,387 5,726 0 17,952 23,800 17,699 (253) 0
110 Medical/lnsurance 30,700 30,700 30,000 (700) 97,803 90,000 90,998 (6,805) 343,726 318,465 348,713 4,987 20,000 20,000 34,000 14,000
111 Special Events 10,000 383,280 11,926 1,926 0 0 0 0 0 325,000 325,000 325,000 0
112 Other Miscellaneous 788,017 892,991 981,507 193,490 146,216 ~ 155,000 233,338 87,122 566,503 532,384 578,871 12,368 0
113 Facilities Maint. & Debt Service 1,110,433 1,574,198 1,087,010 (23,423) 0 0 0 0 0 0
114 Capital Improvements 19,400 8,532 17,000 (2,400) 96,120 0 15,000 74,175 32,677 17,677 0
115 Total Admin & General 4,577,229 4,954,585 5,022,285 445,056 1,589,436 1,726,120 1,861,075 271,639 2,347,371 2,531,180 2,415,990 68,619 746,500 740,200 807,400 60,900
116
117 Men's Programs:
118 Football 2,631,600 2,738,511 2,915,036 283,436 1,434,899 1,475,000 1,494,873 59,974 2,878,421 2,795,502 2,953,785 75,364 0
119 Basketball 621,222 725,936 787,621 166,399 541,478 550,000 554,934 13,456 839,975 918,223 907,721 67,746 168,600 166,200 171,600 3,000
120 Track & Field/Cross Country 244,096 251,675 268,652 24,556 221,575 225,000 233,056 11,481 227,417 234,435 247,035 19,618 29,200 27,800 30,700 1,500
121 Tennis 147,445 227,322 233,977 86,532 83,392 90,000 93,133 9,741 58,061 70,278 82,521 24,460 22,600 22,600 25,600 3,000
122 Baseball 0 0 0 0 0 0 321,000 320,000 325,500 4,500
123 Wrestling 242,035 200,811 213,766 (28,269) 0 0 0 0 0 0
124 Golf 54,172 126,350 143,027 88,855 55,561 55,000 56,615 1,054 96,147 95,312 107,592 11,445 2,000 14,000 15,000 13,000
125 Volleyball 0 0 0 0 0
126 Rodeo 0 0 0 0 0
127 Total Men's Programs 3,940,570 4,270,605 4,562,079 621,509 2,336,905 2,395,000 2,432,611 95,706 4,100,021 4,113,750 4,298,654 198,633 543,400 550,600 568,400 25,000
128
129 Women's Programs
130 Volleyball 339,585 390,521 445,140 105,555 287,898 305,000 310,196 22,298 397,318 391,251 417,463 20,145 128,000 120,000 135,500 7,500
131 Basketball 488,451 591,955 600,556 112,105 479,962 481,000 487,765 7,803 521,494 551,621 537,883 16,389 162,700 162,700 166,700 4,000
132 Track & Field/Cross Country 285,825 296,391 316,000 30,175 308,273 305,000 317,572 9,299 290,616 304,884 352,963 62,347 17,000 17,000 18,500 1,500
133 Tennis 161,543 213,572 228,476 66,934 125,569 120,000 127,950 2,381 136,286 136,752 145,896 9,610 22,600 23,000 28,600 6,000
134 Gymnastics 282,445 289,670 314,571 32,126 0 0 0 0 0 0
135 Golf 117,624 161,461 172,399 54,776 85,834 85,000 87,050 1,216 125,362 124,277 139,124 13,762 1,000 14,300 15,000 14,000
136 Soccer 265,033 316,273 347,615 82,582 299,363 318,000 320,572 21,209 288,902 272,710 358,710 69,808 0
137 Softball 0 93,950 0 219,837 125,887 0 0
138 Skiing 94,390 52,650 191,349 96,959 0 0 0
138 Swimming 0 0 0 31,861 31,861 0
137 Rodeo/New Sport 0 0 0 5,700 4,000 3,700 (2,000)
138 Total Women's Programs 2,034,895 2,312,493 2,616,106 581,211 1,680,849 1,614,000 1,870,942 190,093 1,759,978 1,781,495 1,983,900 223,922 337,000 341,000 368,000 31,000
139
140 Total Expenditures 10,552,694 11,537,683 12,200,470 1,647,776 5,607,190 5,735,120 6,164,628 557,438 8,207,370 8,426,425 8,698,544 491,174 1,626,900 1,631,800 1,743,800 116,900
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SUBJECT
Overview of Capital Projects Bonded through the Idaho State Building Authority

BACKGROUND

For the FY02 capital request, the Board prioritized ten projects to the Permanent
Building Fund Advisory Council. Because of the strong economic conditions at
that time, the legislature transfer $65.3M from the general account to the
permanent building fund so nine of the projects were funded totaling $63.6M.
Unfortunately, the economic conditions changed and the un-obligated funds
associated with these projects were diverted back to the general account to deal
with operating budget shortfalls. During the recent legislative session, House
Concurrent Resolution No. 30 was passed authorizing bond financing by the
Idaho State Building Authority (ISBA) for eight building projects throughout the
State. Of these projects, seven are higher education projects.

DISCUSSION

ISBA is authorized by ldaho Code Section 67-6401 et seq. to issue bonds to
finance, build and own buildings for units of State government, including the
institutions. Using ISBA to finance the projects requires four agreements for
each institution to be approved by the Board before the bonds can be issued.
Lewis-Clark State College and the universities seek approval of the agreements
at this time. Eastern Idaho Technical College’s project is not included in the
current bond issuance since the site location has not been determined. The local
boards for the community colleges will approve the agreements for College of
Southern Idaho and North Idaho College. They will provide a progress report on
the status of these agreements. The four common agreements are:

The Site Lease (between the Institution, Division of Public Works (DPW) and
ISBA) is the first stage of the development. The Institution leases the ground
where the facility is to be built to the ISBA on a 35-year ground lease (the bonds
will be paid in 20 years, but the lease is longer to provide adequate coverage for
the bondholders). The lease gives the ISBA the right to construct the Facility on
that parcel and provides the appropriate easements and right of ways for utilities
necessary to ensure proper access for construction and use of the Facility. The
Lease is terminable as soon as the Bonds are paid in full. Once the Lease so
terminates, the land and the new Facility revert to the full ownership of the
Institution.

The Development Agreement (between the Institution, DPW and ISBA) sets
forth the overall nature of the transaction. In this agreement, the Institution and
DPW agree to provide final plans for a Facility and the ISBA agrees to provide a
set level of financing to construct the Facility. The agreement sets forth the
construction and payment processes and the responsibilities of the parties for the
same.
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The Facilities Lease (between the Institution, DPW and ISBA) is to lease the
Facility, once constructed, to the Institution and Department of Administration
(DPW). DPW and the Institution lease the Facility from the ISBA technically on
an annual basis since the ISBA owns the Facility until it reverts. The rent paid by
DPW will be the amount necessary to make Bond coverage requirements and to
cover the ISBA’'s expenses. All operation and maintenance of the Facility,
insurance requirements, liability, furnishings and similar “ownership” obligations
are the duty of the Institution. If DPW fails to pay the rent, ISBA has the right to
retake possession and lease the Facility to another party. Once the Bonds are
paid, the Facility becomes the property of the Institution.

The Operating Agreement (only between the Institution and DPW) provides that
once the Facility is built, DPW’s only responsibility is to make the annual rent
payment. All other duties and obligations of the “State” with regard to the
transaction must be carried out by the Institution. Further, the agreement
provides that any money left over in the construction budget will be used to make
a Bond payment and will not be returned to the Institution since the Institution’s
money contributed will be used first, before the Bond Proceeds are used.

A common template was used to develop these agreements, which was modified
for unique circumstances. In Tabs 8 thrugh 11, Boise State University, ldaho
State University, University of ldaho and Lewis-Clark State College will identify
unique issues related to their specific project, provide a motion to authorize
approval and show the four agreements.

IMPACT

Typically, the State funds capital projects from the permanent building fund,
which generates approximately $10M - $12M a year for all State capital needs. If
education receives it's normal share of 70% of the projects, it could take 10 years
before all these projects would be funded. By taking advantage of the current
low interest rates and the competitive construction business, it has been
estimated that the cost of bonding would be $107M over the 20 years whereas if
you pay-as-you-go, with a 3% inflationary rate, the costs would be $112M. In
addition, the institutions would have access to the facilities in the near future and
Idaho’s economy could benefit from the increased construction activity. The
projects budgets are present on pages 113 and 114.

The bond payments will come from the permanent building fund. The source of
revenue and budget is presented on page 115.
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PROJECT BUDGETS

07/01/03
University of Idaho
Teaching & Learning Center
Sources of Construction Funds Budget Paid To Date Balance
ISBA Bond Proceeds $11,729,000 $0 $11,729,000
State Deposits to ISBA Constr. Acct 800,800 517,215 283,585
Total Funds Available $12,529,800 $517,215 $12,012,585
Uses of Construction Funds Budget Paid To Date Balance
Design Fees and Costs $859,516 ($516,275) $343,241
Construction Management 1,140,780 1,140,780
Construction Contracts 9,120,000 9,120,000
Construction Testing 20,000 20,000
Consultant Services 50,000 50,000
Special Equipment 380,000 380,000
Plan Check/Advertising 14,150 (548) 13,602
Site Survey/Investigation 0
Contingency Allowance 945,354 (392) 944,962
Total Use of Funds $12,529,800 ($517,215) $12,012,585
Lewis-Clark State College
Campus Activities Center
Sources of Construction Funds Budget Paid To Date Balance
ISBA Bond Proceeds $10,018,000 $0 $10,018,000
State Deposits to ISBA Constr. Acct 3,470,731 862,612 2,608,119
Total Funds Available $13,488,731 $862,612 $12,626,119
Uses of Construction Funds Budget Paid To Date Balance
Design Fees and Costs $1,198,800 ($814,522) $384,278
Construction Contracts 11,166,172 11,166,172
Construction Testing 70,000 (3,812) 66,188
Consultant Services 14,870 (14,870) 0
Special Equipment 0
Plan Check/Advertising 16,260 (633) 15,627
Site Survey/Investigation 39,675 (28,775) 10,900
Contingency Allowance 982,954 0 982,954
Total Use of Funds $13,488,731 ($862,612) $12,626,119
Boise State University
West Campus Academic Building
Sources of Construction Funds Budget Paid To Date Balance
ISBA Bond Proceeds $8,655,000 $0 $8,655,000
State Deposits to ISBA Constr. Acct 1,145,000 589,687 555,313
Total Funds Available $9,800,000 $589,687 $9,210,313
Uses of Construction Funds Budget Paid To Date Balance
Design Fees and Costs $780,000 ($569,074) $210,926
Construction Management 722,789 722,789
Construction Contracts 7,744,761 0 7,744,761
Construction Testing 40,000 0 40,000
Consultant Services 65,250 (10,125) 55,125
Special Equipment 0 0
Plan Check/Advertising 13,400 (155) 13,245
Site Survey/Investigation 10,800 (10,333) 467
Contingency Allowance 423,000 0 423,000
Total Use of Funds $9,800,000 ($589,687) $9,210,313
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07/01/03
Idaho State University
Rendezvous Multi-Use Project
Sources of Construction Funds Budget Paid To Date Balance
ISBA Bond Proceeds $12,177,000 $0 $12,177,000
State Deposits to ISBA Constr. Acct 3,323,000 719,856 2,603,144
ISU Bond Proceeds 23,309,000 994,086 22,314,914
Total Funds Available $38,809,000 $1,713,942 $37,095,058
Uses of Construction Funds Budget Paid To Date Balance
Design Fees and Costs $2,452,750 ($1,556,799) $895,951
Construction Management 2,861,689 (121,029) 2,740,660
Construction Contracts 30,638,311 30,638,311
Construction Testing 100,000 100,000
Consultant Services 0
Special Equipment 950,000 950,000
Plan Check/Advertising 45,581 (426) 45,155
Site Survey/Investigation 60,300 (35,688) 24,612
Contingency Allowance 1,700,369 1,700,369
Total Use of Funds $38,809,000 ($1,713,942) $37,095,058
College of Southern Idaho
Fine Arts Addition
Sources of Construction Funds Budget Paid To Date Balance
ISBA Bond Proceeds $5,402,000 $0 $5,402,000
State Deposits to ISBA Constr. Acct 1,857,000 458,450 1,398,550
Total Funds Available $7,259,000 $458,450 $6,800,550
Uses of Construction Funds Budget Paid To Date Balance
Design Fees and Costs $520,969 ($395,655) $125,314
Construction Management 329,406 (41,922) 287,484
Construction Contracts 6,000,000 0 6,000,000
Construction Testing 12,000 0 12,000
Consultant Services 0
Special Equipment 0
Plan Check/Advertising 9,155 (165) 8,990
Site Survey/Investigation 20,750 (20,708) 42
Contingency Allowance 366,720 0 366,720
Total Use of Funds $7,259,000 ($458,450) $6,800,550
North ldaho College
Nursing/Life Science/Allied Health Building
Sources of Construction Funds Budget Paid To Date Balance
ISBA Bond Proceeds $10,994,000 $0 $10,994,000
State Deposits to ISBA Constr. Acct 906,000 406,476 499,524
Total Funds Available $11,900,000 $406,476 $11,493,524
Uses of Construction Funds Budget Paid To Date Balance
Design Fees and Costs $900,000 ($392,785) $507,215
Construction Management $0
Construction Contracts 9,633,900 0 9,633,900
Construction Testing 10,000 0 10,000
Consultant Services 43,000 43,000
Special Equipment 0
Plan Check/Advertising 14,250 (203) 14,147
Site Survey/Investigation 13,590 (13,588) 2
Contingency Allowance 1,285,260 0 1,285,260
Total Use of Funds $11,900,000 ($406,476) $11,493,524
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10
11
12
13
14
15
16
17
18
19
20
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22
23
24
25
26
27
28
29
30
31
32
33
34
35

FYO1 FY02 FY03 FY04
Source and Use of Funds Orig Approp Orig Approp Orig Approp Orig Approp
Source of Funds:
Ongoing Sources:
Income Tax Filing Fee 5,558,500 5,527,900 6,650,000 6,086,000
Cigarette Tax 6,332,000 6,104,300 6,043,000 6,918,000
Beer Tax 1,207,700 1,256,800 1,313,000 1,404,000
Sales Tax 5,000,000 5,000,000 5,000,000 5,000,000
Lottery Proceeds 10,000,000 9,000,000 7,750,000 9,250,000
Interest Income (Bdgt Stabl Acct) 5,902,800 9,589,400 4,230,000 2,266,000
Parking Mall Receipts 108,100 108,100 108,100 108,000
Total Ongoing Revenue 34,109,100 36,586,500 31,094,100 31,032,000
Onetime Funding:
Prior Year Funds 3,711,800 5,168,400 (9,764,200) 3,995,200
Agency Funds/Reappropriations 2,902,800 3,500,000 3,300,000 0
Transfer-General Acct 0 65,300,000 0 0
Total Funds Available 40,723,700 110,554,900 24,629,900 35,027,200
Use of Funds:
Public Works Budget 1,690,300 2,522,700 1,966,000 2,033,800
Bond Payments 5,174,000 5,000,000 5,000,000 4,000,000
Alteration/Repair & Maintenance 11,000,000 14,500,000 12,744,800 26,282,400
Asbestos Abatement Projects 550,000 500,000 500,000 0
Underground Storage Tanks 150,000 150,000
EPA Green Light Program
ADA Compliance 1,000,000 1,000,000 1,000,000 0
Contingency/Other 208,000 408,000 408,000 0
Capital Projects 17,645,000 86,472,000 3,011,000 2,711,000
Total Funds Used 37,417,300 110,552,700 24,629,800 35,027,200
Total Funds Available less Funds Used 3,306,400 2,200 100 0
Normal Revenue Flow & On-going Budget:
Revenue - Ongoing Only (Line 10) 34,109,100 36,586,500 31,094,100 31,032,000
Expend less Capital Projects (Ln27-26) 19,772,300 24,080,700 21,618,800 32,316,200
Funds Available for Capital Projects 14,336,800 12,505,800 9,475,300 (1,284,200)
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SUBJECT
Boise State University Idaho State Building Authority Bonded Projects

UNIQUE ISSUES

Project Background

Boise State University’s project funded by the ISBA bonds is the West Campus
Academic Building. It will be the first classroom building for the Boise State
University's West Campus, located in Nampa, ldaho. The facility will include a
lecture hall, 14 standard classrooms, 2 distance learning classrooms, 3 teaching
laboratories, a general computer lab, a branch library, 15 faculty offices,
administrative offices, conference rooms, 5 student services offices, a branch
bookstore, and study lounges. The building will be three stories in height and will
be located at the eastern end of the main quadrangle of the new campus. The
building will have 65,600 gross square feet and 42,640 net assignable square
feet of area. The building will primarily be used to offer core curriculum classes
and will be occupied by students, faculty, limited administrative staff, student
services staff, and bookstore staff. The construction manager for the project is
the CM Company. The academic building and related improvements will be
constructed on approximately 8.58 acres situated in the heart of the academic
guadrangle on the West Campus. Located on the portion of land immediately to
the north of the building parcel, a fully improved and landscaped parking area will
be in place to service the academic building. The proposed land use and
improvements on the parcel are fully compliant with the City of Nampa’s land use
standards.

Project Budget

Boise State was informed by the construction manager (CM Company) that the
construction costs could increase by approximately $250,000 now, as opposed to
two years ago when first approved. This reflects the amount needed to keep the
project at its current level with no increase in project scope. Boise State has
made a commitment to provide additional funds to DPW, if necessary, which will
come from construction bond reserves to keep the project at its current level.

Additionally, due to the particular nature of the ISBA financing, any funds added
by Boise State will be expended first and the ISBA bond funds will be used last
with any left over funds making a bond payment rather than being returned to the
University. Because of this, Boise State seeks Board approval to create a
contingency fund within the University, not in the ISBA/DPW construction fund, to
fund change orders, cost overruns or other contingencies. This contingency
budget will be held by the University and funds will only be released when the
University and DPW determine that a demonstrated need and use exists so that
the funds will not be used to fund a bond payment at the end of construction.
Board Policy V.K.3 allows such a fund to be created at $250,000 by the
University, up to $500,000 with the Executive Director’'s approval, and over
$500,000 by the Board. Boise State is seeking Board approval to create a
Project Contingency fund of $1,000,000 for this project. The Project Contingency
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Fund will be funded from bond reserves and will be used to fund change orders
or other contingencies that alter the project budget. Our plan is to ensure that
the contingency is a proper expenditure and will be in the best interests of the
University and once so determined, the contingency will be funded with only
enough funds released to cover the contingency. Then, the Office of the State
Board of Education will be updated monthly on any draws on the Project
Contingency Fund with details as to the justification for the use of the fund.

This process is consistent with the standard process of updating a project
budget. In this case, Boise State is asking the Board’s permission to create a
Project Contingency Fund to ensure the project is not improperly downsized due
to an unforeseen contingency not part of the current budget.

BOARD ACTION
A motion to authorize the CEO or his designee to finalize and execute the Site
Lease, the Facilities Lease, the Development Agreement and the Operating
Agreement for the West Campus Academic Building at Boise State University in
substantially the same form as the draft agreements presented to the Board with
the agenda materials.

Moved by Seconded by Carried Yes No
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DRAFT

6/18/2003
5:27 PM
SITE LEASE
(Boise State Universty West Campus Academic Building)
THIS SITE LEASE is entered into as of the _ day of , 2003, by and between the

STATE OF IDAHO acting by and through BOISE STATE UNIVERSITY, (hereinafter “ State”’) and the
IDAHO STATE BUILDING AUTHORITY, (hereinafter “Authority”). This agreement is hereinafter
referred to asthe “Site Lease’.

RECITALS

A. The State Board of Education is vested with the generd supervision, governance
and control of al gate indtitutions of higher education by Article 9, Section 2 of the daho Congtitution and
|daho Code §33-101, and serves asthe Board of Trustees for Boise State University pursuant to Idaho
Code §33-4002, and Boise State University is a body politic and corporate of the State of Idaho, and
referencesto “BSU” herein shdl mean “Boise State Univerdity” and, the State Board of Education in its
capacity asthe Board of Trustees.

B. The State isthe owner of certain red property described in Exhibits A-1and A-2
hereto and desires to lease such property to Authority for the purpose of financing and developing an
academic building and related improvementsto be constructed thereon (the” Facilities’) to be leased back
to the State and the State of 1daho, acting through the Department of Administration (“1DOA”) and BSU
under an annudly renewable lease (the “ Facilities Leasg’), entered into coincidentally herewith; and

C. In accordance with the provisions of 1daho Code, Section 67-6410(a), the Idaho
Legidature, House Concurrent Resolution No. 30, First Regular Session of the Fifty-seventh Legidature,
has authorized the State to enter into agreements as may be reasonable and necessary with the Authority for
the purpose of providing financing to develop and congtruct facilities for use by the State; and

D. Authority intendsto finance and devel op the Facilitieson the Premisesand to lease
the Facilities and Premises back to State and IDOA in accordance with the Facilities Lease, entered into
coincidentaly herewith; and

E State and Authority acknowledge that there shdl be no merger of the State's
leasehold interest under the Facilities Lease and the Stat€' s ownership interest in the Premises, which
merger would cause the cancellation or termination of this Site Lease; and

F. State represents that neither the execution and ddlivery of this Site Lease, the
consummiation of the transactions contemplated by this Site Lease, nor the fulfillment of or compliancewith
the terms and conditions of this Site Lease conflict with or resultsin a breach of any terms, conditions or
provisonsof any restriction, agreement, or instrument to which the Stateis now aparty or to which Stateis
bound.
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NOW, THEREFORE, THE PARTIES AGREE AS FOLLOWS:

1. Recitals: The parties acknowledge the foregoing Recitas are true and are incorporated
into this Site Lease asiif st forth in full.

2. Premises. State hereby leasesto Authority, subject to the conditions expressed herein,
certain rea property located in Canyon County, 1daho, specificaly described in Exhibit A- 1 attached hereto
and incorporated herein and a non-exclusve right for vehicular and pedestrian ingress and egress and
vehicular parking over and across dl roads, walkways, and parking lots within the BSU Campus as they
may exist from timeto time sufficient to provide reasonabl e accessto and from the parking for the Facilities,
together with al eesements and rights appurtenant hereto dl exigting improvementsthereon (the” Premises’).

As used herein the term “Premises’ refers solely to the red property and exiging
improvements and not to any improvementsto be congtructed thereon from timeto time during the term of
thislease.

Upon written request for the State, the Authority agreesto consider arelease of aportion of
the Premises not essentid for the use and operation of the Facilities. Such reease shdl requirethe gpprova
of the Board of Commissionersof the Authority (the“Board”) based upon afinding in the sole discretion of
the Board, that the release shdl not adversaly affect the Facilities. 1n making such finding, the Board may
consder such reasonable factors as. (i) the affect of the release on the use of the Facilities; (i) the affect of
the release on the accessto utilities serving and parking for the Facilities, and (iii) the affect of thereleaseon
the ability of the Authority to lease the Facilities.

3. Term: TheTerm of this Site Lease shall be a period commencing on the date hereof and
expiring June 30, 2038, unless earlier terminated pursuant to paragraph 9 hereof.

4, Rent: The Premisesareleased to Authority without consideration as authorized pursuant to
Idaho Code, Section 67-6421.

5. Development: Authority shall have the right to raze existing improvements, and develop,
acquire and congtruct Facilities on the Premisesin accordance with the Facilities Lease. In the event the
Facilities Lease expires or is terminated for any reason except by the State as provided in paragraph 9
below, Authority may use the Premises for any lawful purpose.

6. Per manent Easemernts: At Authority’ srequest or asmay be reasonably required, State
shdl grant to public entities, public service corporations, or to Authority such rights-of-way, utility, or other
permanent easements on, over or through the Premises and adjacent property owned by State for
telephone, dectricity, water, sanitary or storm sewers or both, ste drainage and for other utilities and
municipal or specia district services necessary or gppropriate to serve improvements constructed thereon
by Authority.
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7. Utility Servicesto Premisesin Event of Expiration or Termination of the Facilities
L ease: Facilitiesto be constructed on the Premises by Authority are or may be designed and constructed to
use water, sewer and other utility servicesfurnished by or through facilitiesowned or operated by State, in
which event the Facilitieswill not be connected directly to public utility servicesor lines. Inthe event State
fals to renew the Facilities Lease or Stat€'s rights to use of the Facilities under the Facilities Lease
otherwise terminate, except termination by the State pursuant to paragraph 9 hereof, the State shal continue
to provide dl such utility services and dl other public utility servicesto the Facilities and pay dl costsand
charges thereof.  Authority may, but shal not be required to, connect the Facilities directly to public utility
services and provide such connectionsthereto. I such service crossesland owned by State or third parties,
State will furnish permanent easements across such land for domestic water and sanitary sewer lines. The
State shdl permit, without charge therefor, continued use by the Authority of dl utility services provided
through the State from adjacent property until the Facilities are fully connected and serviced directly by
public utilities.

8. Right to Assign: Subject to therights of State under the Facilities Lease and subject to
State' s consent, which shal not be unreasonably withheld, Authority shdl have the right to assign this Site
Lease. State hereby consents to any assgnment by Authority to secure any Mortgage described in
paragraph 10 hereof. In the event of such an assgnment, except assgnments to secure such Mortgages,
Authority shal be rdeasaed from any and dl ligbilitiesarising or accruing under this Site L ease after the date
of such assgnment.

0. Optional Termination: Atsuchtimeasal sumsowing for any bondsor notesissued by
Authority to finance Fadilities and dl other obligations of the Authority relating to the Fecilities or the
Premises have been paid in full or provisons for such full payment have been made to the satisfaction of
Authority, the State shdl have the right, at its option, to terminate this Site Lease by written notice to
Authority and dl dterations, improvements, replacements and appurtenances on or to the Premises,
including the Facilities, shdl be deemed to be part of the Premisesand shdl revert to State and shal become
the sole and absolute property of State.

10. M ortgages: Authority shdl havetheright a any timeand fromtimetotimeto pledge, lien
or otherwise encumber its leasehold interest herein granted and its interest in any or dl improvements
thereon and appurtenances thereto by one or more mortgages, deeds of trust, assgnment, or other
encumbrances (herein referred to as “Mortgages’), as security for aloan or loans or other obligation of
Authority, provided that:

@ TheMortgagesand dl rights acquired thereunder shal be subject toeach and dl of
the covenants, conditions, and restrictions set forth in this Site Lease and shall be subject to dl rights and
interests of State as provided in this Site Lease and shdl not encumber State' s feetitle to the Premises.

(b)  Authority shal give State prior notice of any such Mortgages, and shdl accompany
the notice with atrue copy of such Mortgages and any indebtedness secured thereby.
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11. | ndemnification: Authority shall indemnify and hold the State, itsagents, representatives,
employees and assigns, harmless from and/or againgt any and al claims, damages, codts, liahilities, and
expenses (including reasonable attorneys fees and defense costs) arisng out of or relaing to Authority’s
possession, operations or performance under this Site Lease.

This indemnification does not gpply to clams, damages, cods, liahilities, and expenses
(including reasonable attorneys feesand defense costs) which are or are alleged to be caused, in whole or
in part by any act or omission for which Authority isindemnified under the Facilities Lease, or by negligent
or otherwise wrongful acts, errors, omissons or fault on the part of the State, or its employees, agents,
representatives, or assigns, or isaresult of the State' s breach of this Site Lease.

12. Hazardoug/M aterials: In the event any hazardous materidsarefound to exist in or under
the Premises prior to the date of this Site Lease, State, at State's cost and expense, shall cause such
hazardous materid sto be moved, remediated or abated in compliance with dl Environmentd Laws. State
hereby agrees to indemnify, defend, and hold Authority harmless from and againg any and dl dams,
damages, liahilities, cogts, expenses (including reasonable attorneys' fees), causes of action and judgments
arisng out of or related to hazardous materiadsexigting in, or under the premisesprior to thedate of thisSite
Lease. As used herein, the term “environmenta laws’ shal mean the Comprehensive Environmenta
Response Compensation and Liability Act of 1980, as amended (CERCLA) the Resource Conservetion
Recovery Act, asamended (RCRA), the Federal Water Pollution Control Act, the Clean Air Act and any
amilar locd, date or federd law, rule, ordinance or regulation. As used herein, the term “hazardous
materias’ shdl mean any hazardous substance, pollutants, contaminants, or other hazardouswaste or toxic
substances defined in any environmentd laws including, without limitation, petroleum and petroleum
products, ashestos and asbestos containing materials, PCBs and urea-formaldehyde.

Authority shal not, nor shall it alow othersto, accumulate, use, or sore onthe Premisesmaterias
classfied ashazardous, biomedicd or toxic waste except in compliancewith dl sate, federd, or locd laws,
rules or regulaions. Authority shal comply with any lawful order by an entity reposed with Authority to
regulate the use, accumulation, storage or disposa of hazardous waste. Authority shal not be responsible
for any of such materias placed on the Premises by or through State prior to or during any term of the
Fecilities Lease.

13. Zoning/Building Redrictions: This Ste Lease is subject to al agpplicable zoning
ordinances and redtrictions and dl limitations of record, and is subject to any and dl easementsfor public
utilities of record. State warrants that such ordinances, redtrictions, limitations and easements do not
prevent the use of the Premises as provided for in the Fecilities Lease.

14. Waste and Nuisance Prohibited Authority shadl comply, during the term of this Site
Lease, with dl gpplicable laws affecting the Premises, the violation of which might result in any pendty
assessed upon State or forfeiture of State’ stitleto the Premises. Authority shal not commit, or suffer to be
committed, any waste on the Premises or improvements, or any nuisance.
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15. Remedies and Forbearance/Waivers: No delay or omisson on the part of State or
Authority to exercise any right or power granted herein shal impair any such right or power nor shdl be
construed as awaiver thereof, and every such right or power may nevertheless be exercised.

16. Officials, Agents, and EmployeesNot Personally Liable: Itisagreed that inno event
shdl any officid, officer, employee or agent of Authority, nor any officid, officer, employee or agent of Sate
be in any way persondly ligble or respongble for any covenant or agreement herein contained, whether
expressed or implied, nor for any statement, representation or warranty made herein or in any way
connected with this Site Lease.

17. Quiet Enjoyment: State covenants that Authority shal have the peaceful and quiet
enjoyment of the Premises for the term of the Site Lease.

18. Right of Entry: Authority shal permit State and the agents and employees of State to
enter into and upon the Premises at dl reasonable times for the purpose of ingpecting the same, or for the
purpose of posting notices of non-responsibility for dterations, additions, or repairs, without any rebate of
rent and without any liability to Authority for any loss of occupancy or quiet enjoyment of the Premises
thereby occas oned; provided, however, that State shdll first give twenty four (24) hourswritten notice of its
desireto ingpect the Premises and such ingpection shall be accompanied by adesignated representative of
Authority. Such notice and inspection procedures shall not apply during any term of the Fecilities Lease.

19. Default: Inthe event State shdl at any time deem Authority to be in breach of this Site
Lease, State shdl promptly notify Authority, in writing, stating specificaly the nature of any such dleged
breach. Authority shdl not be deemed to bein default hereunder unless Authority faillsto commenceto cure
any such default within ninety (90) cdendar days after its receipt of such written notice and to diligently
proceed to cure such default within areasonabletime. In the event of default State shal have dl rightsand
remedies provided by law.

20.  Attorney Feesand Costs: Inthe event that ether party to this Site Lease shdl enforce
any of the provisons hereof in any action & law or in equity the prevailing party to such litigation shal be
entitled to recover from the other party or partiesal costsand expenses, including reasonable attorney fees,
incurred therein.

21. Integration: This Ste Lease embodies the entire agreement and understanding of the
parties relating to the subject matter herein and supersedes dl prior understandings relaing thereto. This
Site Lease shdl not be modified except in writing signed by dl parties to be bound.

22. Execution of Documents: The parties agreethat they shal sgn or causeto besigned dl
documents necessary to the effectuation of this Site Lease or any of the provisions herein.

23. Warranty of Title: Statewarrantsto Authority that it hasthe power and authority to enter
into this Site L ease and that the execution, ddlivery of this Site L ease and the performance of the contractua
obligations st forth herein are not in violation of any federd, Sate, or locd Satute, ordinance, rule or
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regulation and that no consents not already obtained are required. State further warrants that State has
good and marketable title to Premises, free and clear of al clams, liens and encumbrances.

24. Notices: All notices under this Site Lease shdl be inwriting and shall be deemed to have
been duly given on the date of serviceif served personaly on the party to whom noticeisto be given, or on
the date of mailing if mailed to the party to whom notice is to be given by registered or certified United
States mail, postage prepaid, and properly addressed as follows:

If to State: Boise State University
Attn: Vice Presdent of Finance & Administration
1910 Univergty Drive
Boise, Idaho 83725-1200

with copy to:  Department of Adminigiration
Attn: Director
Statehouse Mall
Boise, Idaho 73720

If to Authority: 1daho State Building Authority
Attn: Executive Director
Post Office Box 2802
Boise, Idaho 83701

The addresses provided above may be changed and additional addresses or noticesmay be
specified from time to time by notice given in writing in accordance with this Section.

25. Binding Effect: This Site Lease shdl be binding upon and shdl inure to the benefit of the
heirs, persona representatives, successors and assigns of the parties.

26. Severability: If any term or provison of this Site Lease or the gpplication of it to any
person or entity or circumstances shal to any extent beinvalid or unenforcesble, the remainder of this Site
Lease or the application of such term or provision to persons, entitiesor circumstances, other than those as
towhichitisinvaid or unenforceable, shal not be affected thereby, and each term and provision of thisSite
Lease shdll be valid and shall be enforced to the extent permitted by law.

27. Headings: Section headings contained herein are for convenience and reference and are
not intended to define or limit the scope of any provisons of this Site Lease.

28.  Counterparts This Ste Lesse may be smultaneoudy executed in severd counterparts,
each of which shdl be an origind and al of which shdl congtitute but one and the same instrument.
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29. Timeof the Essence: Timeisof the essence of this Site Lease, and of each and every
covenant, term, condition, and provisons thereof.

30. Recording Copy: Either party may, at its option and expense, record this Site Lease.

IN WITNESS WHEREOF, the parties have caused this Site L ease to be executed effective as of
the day and year first above written.

STATE: AUTHORITY:

STATE OF IDAHO acting by and through IDAHO STATE BUILDING AUTHORITY
BOISE STATE UNIVERSITY

By By
Harry E. Ned J. Its Vice President V. L."Bud’ Tracy, Its Chairman
For Finance & Adminigtration

Attest
WayneV Meuleman, Its Secretary
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STATE OF IDAHO )
) SS.
County of )
Onthis day of , 2003, before me, the undersigned, aNotary Publicinand

for said state of 1daho persondly appeared Harry E. Ned Jr., known or identified to me to be the Vice
Presdent for Finance & Administration who acknowledged to methat he executed thewithin Site Leaseon
behdf of Boise State Univerdity in his representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed the day and
year in thisfirg aoove written.

Notary Public for Idaho
Residing at
Commisson Expires

STATEOF IDAHO )

) SS.
County of Ada )
Onthis day of , 2003, before me, the undersigned, aNotary Publicin

and for the state of 1daho, persondly appeared V.L. Bud Tracy and Wayne V. Meuleman, known or
identified to me to be respectively the Chairman and Secretary of 1daho State Building Authority, each of
whom acknowledged to me that they executed the within Site L ease on behdf of the Idaho State Building
Authority in their representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed the day and
year in thisfirg above written.

Notary Public for Idaho
Residing a Boise, Idaho
Commisson Expires
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EXHIBIT A-1

REAL PROPERTY DESCRIPTION

[legal description based upon survey]
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EXHIBIT A-2

PARKING DESCRIPTION
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EXHIBIT B

DESCRIPTION OF IMPROVEMENTS COMPRISING THE FACILITIES

This new, three-gtory building will house a lecture hdl, classrooms of various configurations, science
laboratories, computer |ab, library, offices, bookstore, and multi-use dining spaces. Immediate Stework
includes sdewalks, landscaping, and other Ste eements surrounding the building.

Total Square Footage: 65,600
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DEVELOPMENT AGREEMENT
(Boise State Univeraty West Campus Academic Building)

THISDEVELOPMENT AGREEMENT (* Agreement”) ismade and entered into as of the

day of , 2003, by and betweentheIDAHO STATE BUILDING AUTHORITY (the

“Authority”) and the STATE OF IDAHO (the “Stat€’), acting by and through its Department of

Adminigration (“IDOA”) through its Divison of Public Works (‘DPW’) and BOISE STATE
UNIVERSITY (“BSU”).

RECITALS

A. The Authority intends to acquire certain educationd and academic facilities (the
“Facilities’) to be congtructed on the West Campus of Boise State University located at Nampa, 1daho.

B. Real property located within BSU has been leased to the Authority under a Site
L ease dated as of , 2003, upon which the State shdl cause the Facilitiesto be
congtructed for the Authority.

C. The Authority intends to issue its revenue bonds to provide funds which,
together with other funds that may be provided by the State, shal be applied to payment of costs of
planning, designing and congtructing the Fecilities.

D. The State has entered into a construction management contract dated October
22, 2000, (the“CM Agreement”) with a qudified and licensed construction manager, CM Company,
Inc. (the“CM”) for professond services in the management of contracts for the construction of the
Facilities and has entered into a professiona services agreement dated November 20, 2000 (the
“Architect Agreement”) with a qudified and licensed architect, Humme Architects PA. (the
“Architect”) to prepare plans and specifications (the “Plans’) for the Facilities. Additiondly, the State
intends to enter into additiona contracts as may be necessary and appropriate to cause the Facilitiesto
be completed in accordance herewith. Herein, al such contracts are collectively referred to asthe
“State Contracts’.

E The State, acting through IDOA and BSU has agreed to lease the Facilities
from the Authority pursuant to alease agreement (the * Facilities Leass”) dated as of
, 2003.

F. The Authority and State desire to set forth in this Agreement their respective
respongbilities and agreements with respect to the Facilities and the planning, design and congtruction
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thereof.
NOW, THEREFORE, IT IS AGREED:

1 Recitals: The parties acknowledge the foregoing Recitds are true and are
incorporated into this Development Agreement asif set forth in full.

2. Authority of DPW to Act for State: DPW is authorized and empowered to
act on behdf of the State in dl respects pertaining to the planning, design and congtruction of the
Facilitiesand asto dl of the obligations of the State under this Agreement. IDOA and BSU hereby
authorize DPW to act as their representative and agent and agree to be fully bound by dl acts,
authorizations, representations and decisions of DPW, except as otherwise expresdy provided in this
Agreement.

3. Final Design and Approvals: The State shdl secure the completion of the
find Plansfor the Fadilities, which shal include detailed plans and specifications suitable for bidding and
award of congtruction contracts, and shal secure the written approval thereof, in aform acceptable to
the Authority, by the Vice Presdent of Finance and Adminidration of BSU, by the Permanent Building
Fund Advisory Council, and by the Administrator of DPW. A complete set of the gpproved Plans shdl
be provided to the Authority.

4, Design and Construction of Facilities: The State agreesthat it shdl cause
the design and congtruction of the Fecilities to be subgtantidly completed in every materid respect as
follows

@ Thefind Plansfor the Facilities shdl be subject to the written approva
of BSU and shdl not be materiadly changed without the written approval of BSU and the prior written
consent of the Authority, which consent shal not be unreasonably withheld.

(b) The Fecilities and every part thereof shdl be constructed in a sound and
workmanlike manner and shall be free from dl materid design or construction defects.

(© The Facilities and every part thereof shal be constructed in accordance
with the gpproved Plans, gpplicable building codes and dl other gpplicable governmenta regulations
and requirements.

(d) The State shal have full responsihility to cause the design and
congtruction of the Facilities to be properly completed in al substantia respectsin accordance with the
objectives, requirements and needs of BSU for use of the Facilities as educationd and academic
fadlities

(e DPW shdl, at its expense, provide qudified personnd to perform
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necessary services in the adminisgtration of the State Contracts and in the ingpection of work and
sarvices through the design and congtruction of the Facilities.

5. Codts:

@ Budget: The State has approved a budget that they reasonably expect
to include al costs and expenses for the congtruction of the Facilities, including a reasonable amount for
contingencies, a copy of which is attached hereto as Exhibit A (“Budget”). The State hereby represents
and warrants to the Authority that the Facilities, as desgned, can be completed for the amount set for
the in the Budget on or before the completion date set forth in Article 8 hereof.

(b) Expendituresto Date: As of the date of this Agreement, the State
hereby represents, warrants and agrees that it has expended the following amounts for the planning,
design and congtruction of the Facilities which amounts were included in the Budget.

(© Thesumof $ for surveys, engineering studies, project
planning and programming and design sarvices and related costs.

(d) Thesum of $ payable under the CM Agreement.
(e [other]

6. Additional Available Funds: The State represents and warrants to the
Authority that additional funds totaing Two Hundred Fifty Thousand Dollars ($250,000) are currently
available to the Authority from the State to pay costs of the Facilities (* Additional Funds’). Prior to
issuance of bonds by the Authority, the Additional Funds shdl be transferred to the Authority and
deposited into a congtruction fund maintained and controlled by the Authority from which costs for
planning, design and congtruction of the Facilities shdl be paid in accordance with this Agreement
(“Congruction Fund”). The Additional Funds shall be held and applied by the Authority, together with
funds provided by issuance of Authority bonds, to costs of the Facilities in accordance with the
provisions of the bond resolution adopted by the Authority for the bonds.

7. Financing by Authority: The Authority agreesto issue revenue bonds or
notes from which atota of Eight Million Six Hundred Thousand Fifty-Five Dallars ($8,655,000) shall
be deposited into the Construction Fund to be applied, with Additiona Funds to pay Costs of
Acquisgtion and Congruction as defined in the Facilities Lease. The Authority shal pay from its
Congtruction Fund cogts of the Facilities, not to exceed the total available funds in the Construction
Fund, asfollows:

@ All cogtsincurred directly by the Authority in connection with the Cost
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of Acquisition and Congtruction as defined in the Fecilities Lease.

(b) All reasonable cogtsincurred by the State pertaining to the planning,
design and congtruction of the Facilities, asfollows.

0] the actual amounts owing by the State under the State
Contracts, as and when due, less amounts previoudy paid thereunder by the State; and

@i the actua amounts owing by the State for any other purpose
pertaining to the Facilities approved in advance by the Authority and not to exceed the amount
gpproved in advance by the Authority.

The Authority agrees to provide to the State, upon request, periodic statements detailing
expenditures from the Construction Fund.

8. Guaranty of Completion and Cost: The State has undertaken or will
undertake the planning, management, control and direction of the design and congtruction of the
Facilities and does hereby guaranty to the Authority that the Facilities shal be completed asrequired in
this Agreement. State agrees to be responsible for dl risks rdating to the planning, design and
congtruction of the Fadilities, including but not limited to:

@ The faults, failure or defaults of any employee, agent, representative, or
contractor engaged by the State to perform any service or work pertaining to the Facilities,

(b) Cogt overruns for any reason including, without limitation, any forseen
or unforeseen, anticipated or unanticipated conditions, delays, materia shortages; actions of any persons
or entity (other than the Authority); any State actions to control the progress of the work; any lega
redrictions upon the States ability to enter into or perform the State contracts or other events which
may entitle any contractor or other person or entity to additiona funds; and

(© Failure to substantialy complete the congtruction of the Facilitiesto be
avalable for occupancy not later than September 30, 2005, subject to reasonable extensions approved
by the Authority, which gpprova shdl not be unreasonably withheld.

9. Payment Procedure: The State shal submit to the Authority not more
frequently than monthly awritten gpplication for payment based upon the work completed during the
immediately preceding month. On or before the requested payment becomes payable by the State, but
not less than 15 caendar days after receipt of the gpplication, the Authority shal make payment on
behdf of the State, the sum representing work completed, equipment and materids Sored at the Site or
other approved locations, or other gppropriate work or services completed for the benefit of the
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Facilities. The amount payable by the Authority shall not exceed the sum actualy owing by the State for
which such gpplication ismade. The State shdl monthly provide to the Authority an estimeate of cash
flow requirements for the succeeding three (3) months and the Authority agrees to arrange the
availability of fundsto be paid hereunder accordingly, if possible, or to notify the State of itsinability to
do so.

10. Construction Progress Certifications: At any time upon request and
regularly with any gpplication for payment of sums owing under the State Contracts, the State shall
furnish to the Authority certifications, in aform acceptable to the Authority, Signed by the Architect, the
CM and DPW. Such certifications be in accordance with the certificates required by and pursuant to
the State Contracts, and subject to the rights and obligations of the Architect, the CM and DPW
thereunder, shdl state that the amount gpplied for fairly represents the value of work then performed
and shdl further date that:

@ The work represented thereby has reached the stated percentage or degree of
completion;

(b) That, to the best of the certifiers knowledge, information and belief, al work
performed substantially complies with the gpplicable State Contract, the Plans and this Agreement, or
that, if any work does not so substantialy comply, the certification shal include areport specifying in
reasonable detail all areas and aspects in which the work does not comply and such progress payment
shdl not be made for such non-conforming work, and

(© That the unpaid baance of monies thereafter payable under the applicable State
Contracts, together with unexpended funds available for change orders as provided herein, is sufficient
to complete the Facilities.

11.  Conditional Assgnment of Contract Rights: The State hereby assgnsto
the Authority al of itsrights and interest in and to the State Contracts. This assgnment is to secure the
Stae s drict performance of the terms of this Agreement and shal be fully effective only upon the
default of the State hereunder. The State, and not the Authority, shdl remain solely responsible for
performance of the State Contracts notwithstanding such assgnment. Nothing hereunder shal obligate
the Authority ether now or in the future to assume or perform the Stat€' s obligations under the State
Contracts.

12. Conveyance of Facilities: The State hereby sdlls, assgns, grants and conveys
to the Authority dl of the following:

@ The interest of the State in and to the Plans and al drawings and design
documents and materias of every kind or nature reating to the design of the Facilities; however, the

BSU DEVELOPMENT AGREEMENT - Page 5 June 26-27, 2003 BAHR Finance Agenda Page 135



DRAFT
6/18/2003
5:28 PM

State retains the right to use of the Plans, drawings, design documents and other materids to expand,
dter, modify, repair or improve the Fecilities during the term of the Facilities Lease;

(b) All work in progress, materids, equipment, supplies, and other persond
property of every kind or nature, whether or not stored on the site of the Facilities, furnished under the
State Contracts, or paid for with funds furnished by the State, or paid for with funds furnished by or
through the Authority; and

(© The Facilities and all rights and interests of the State thereto subject to
the provisons of the Site Lease.

13. Notice Upon Default by Contractors: In the event of amaterid default by
any contractor under the State Contracts and prior to the State taking action to (i) terminate such
contract or suspend performance of the work, (ii) employ a separate contractor to perform portions of
the work, or (iii) otherwise take action with repect to such defaulting contractor, the State shdl provide
the Authority written notice of its proposed or intended actions at least five (5) days prior to taking any
such action and shdl secure the Authority’ s written consent to such action, which consent shdl not be
unreasonably withheld by the Authority.

14.  Authority Consent for Changes Required: Consent by the Authority shdl be
required for (8) any single change affecting the cost of the Facilities by more than Fifty Thousand Dallars
($50,000), or cumulative changes having an aggregate cost of more than Two Hundred Thousand
Dollars ($200,000) and (b) to any single change ddlaying substantial completion of the Facilities by
more than thirty (30) days or cumulative changes ddaying subgtantial completion in the aggregate by
more than sixty (60) days. The consent of the Authority may be withheld until, or conditioned upon,
receipt by the Authority of necessary funds to complete the itemsin the change order. The State shall
not approve or initiate changes so affecting costs or delays without the prior written consent of the
Authority, which consent shal not be unreasonably withheld. The Authority agrees to provide its
consent hereunder within a reasonable time as determined by the circumstances giving riseto such
changes and within sufficient time to permit the State to take gppropriate action regarding such changes.

In any instance in which changes occur which affect costs in excess of such amounts, the express
written concurrence of BSU shall be obtained prior to requesting the Authority’ s consent to such
changes. The Authority’s consent to any such changes or ddays shdl not modify the obligation of the
State to pay rent commencing July 1, 2004 as provided in the Facilities Lease.

15.  Access to Facilities and I nformation: The Authority, its agents, employees
and representatives, shal have reasonable access to the congtruction site of the Facilities, to dl
materiads, equipment and/or supplies rdating thereto, to al materids, documents and informetion held by
the State or any project representative or any third party employed by, representing, or acting in any
way as the agent of the State, and to al documents, materids, plans and other information held by the
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contractor or its agents, subcontractors, or suppliersthat islegaly or in fact avalable to the State.

Upon completion of the Facilities, the DPW shdl maintain for the benfit of the
Authority (i) one complete set of “as-built” Plans (drawings and specifications) of the Facilities, (ii) one
complete set of operating manuas, and (iii) copies of al written warranties.

16. Insurance: In addition to the insurance required under the Fecilities Lease, the
State shdl procure and maintain builder’ s dl risk insurance insuring the Facilities againgt 1oss or damage
from insurable perils, including flood and earthquake if available on reasonable terms. Such insurance
ghdl be in the amount of the full replacement cost of the Facilities and shdl include loss of use or loss of
rents and soft costs with limits acceptable to the Authority. All such insurance shdl include the Authority
as an additional named insured and shall contain aloss payable clause covering the interest of any
trustee appointed by the Authority in connection with the issuance of bonds. Prior to commencing
congtruction of the Facilities, the State shdl provide to the Authority and its trustee a certificate of
insurance, in aform acceptable to the Authority, evidencing such insurance.

17. | ndemnification: The State shal indemnify, defend and hold the Authority
harmless from any clam, liahility, loss, or expenses of any nature rdating to or arising out of this
Agreement, the Facilities, or any work performed in connection therewith, the State Contracts or arising
out of or relaing to any act or omisson of any employee, agent, representative, consultant or other
person acting on behdf of the State. Thisindemnification shdl run to the Authority, its officers,
directors, employees, and representatives. Thisindemnification shdl include al reasonable attorney’s
fees and other reasonable defense cogts. In the event the State fails or refuses to indemnify or defend
the Authority without reservation or condition as to any such cdlam againg the Authority, the Authority
may, if it 0 eects, defend itsdf with counsel it salects without limiting in any way the obligations of the
State hereunder, and dl costs incurred by the Authority in such instance, and any judgment or other
clam rendered againgt the Authority or determined by the Authority to be due, shdl be immediately due
and payable from the State.

Nothing in this paragraph 16 shall be construed as the agreement of the State to
indemnify the Authority from ligbility for damages arisng out of director’s and officer’ sliahility, persond
injury or damage to property caused exclusvey by the mafeasance or negligence of the Authority.

18. Non-Assignment by State: The State shdl not assign this Agreement. In the
event the State delegates any of its obligations under this Agreement to any independent third party
engaged by or employed by the State in connection with the Facilities, no such delegation shal reduce
or in any way limit the State' s obligations hereunder.

19.  Assumption of Rights of Authority: Therights of the Authority hereunder
run to the Authority, and its successors and assigns, and dl rights of the Authority hereunder shdl be
assignable to and enforcesable by any bondholder of the Authority, or any trustee representing the same
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to the same effect and in the same manner as enforceable by the Authority itsdlf.

20. Notice of Default: In the event either party contends that a default or clamed
default has occurred hereunder, such party shdl prior to taking any lega action to enforce its rights
hereunder, give written notice of such default or clamed default to the other, specifying with reasonable
detall the nature of such defaults. The party alegedly in default shal have fifteen (15) days from the date
such notice is given to cure such default. Provided, however, such notice shdl not be required if the
default itself or any delay in taking legd action for the period required for notice has the effect of limiting
or terminating the rights of party not in default or if such default is such that it cannot be cured by the
defaulting party, and in such instance, the non-defaulting party shal use reasonable efforts to give notice
to the other as may be reasonable and practical in the circumstances, but may take immediate action
itself to correct or cure the default and exercise dl other rights hereunder.

21. Remedies on Default of State: In the event of any default hereunder, the
Authority shdl have any or dl of the following remedies
@ All remedies provided under the Fecilities Lease;

(b) Theright to recover dl of its damages, including but not limited to compensation
for loss of use of the Facilities and/or loss of rental income;

(© Upon written notice pursuant to paragraph 20 to the State of its default, the
Authority shal succeed to dl rights and remedies of the State under the State Contracts assgned
hereunder to the Authority, but shdl not thereby itself become liable under any of such contracts;

(d) If the State’ s default may be cured or mitigated by the payment of money or by
completion of the work, the Authority may in its sole discretion, but shall not be obligated to, pay such
sums as the Authority deems appropriate, or complete the work or such portion thereof as the Authority
deems appropriate, and al sumsincurred or paid by the Authority shdl be immediately due and payable
to the Authority by the State;

(e Injunction, specific performance, equitable relief, and

@ No remedy hereunder shall be exclusive, nor shdl the Authority’s decison to
pursue one remedy congtitute an eection of remedies.

22. Notice: Inthe event notice is required hereunder, such notice shal be deemed
given upon depositing the same in the United States mail by certified mail, return receipt requested, to
the following persons at the following addresses:

Idaho State Building Authority
Post Office Box 2802
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Boise, Idaho 83701
Attention: Executive Director

Idaho Department of Adminigtration
Statehouse Mall

Boise, Idaho 83720

Attention: Director

23. Authorized Representative: The Executive Director of the Authority is
authorized to act for the Authority regarding al matters contained in this Agreement. The Administrator
for Divison of Public Works shdl represent the State of Idaho asto dl matters contained in this
Agreement.

24.  Attorney Fees: Inthe event either party to this Agreement isrequired to
initiate or defend litigation with respect to the terms hereof or to enforce any of its rights hereunder, the
prevalling party in such litigation shdl be entitled to reasonable attorney’ s fees incurred in such litigation,
including dl discovery costs and costs of expert witnesses, together with al reasonable litigation
eXpenses.

EXECUTED on the dates st forth below.

IDAHO STATE BUILDING AUTHORITY

By:
Chairman
Date:
STATE OF IDAHO STATE OF IDAHO, DEPARTMENT OF
DEPARTMENT OF ADMINISTRATION ADMINISTRATION, DIVISION OF
PUBLIC WORKS
By: By:
Its Director [ts Administrator
Date: Date:
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BOISE STATE UNIVERSITY

By:
Its Vice Presdent of Finance and Administration
Date:
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8,655,000.00

1,145,000.00
$ 9,800,000.00

Uses of Construction Funds Budget Paid To Date Balance

Design Fees and Costs 780,000.00 (569,074.00) 210,926.00
Construction Management 722,789.00 722,789.00
Construction Contracts 7,744,761.00 - 7,744,761.00
Construction Testing 40,000.00 - 40,000.00
Consultant Services 65,250.00 (10,125.00) 55,125.00
Special Equipment - -

Plan Check/Advertising 13,400.00 (155.00) 13,245.00
Site Survey/Investigation 10,800.00 (10,333.00) 467.00
Contingency Allowance 423.,000.00 - 423,000.00
Total $  9,800,000.00 $ (589,687.00) $ 9,210,313.00
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FACILITIESLEASE
(Boise State University Campus Academic Building)

THISFACILITIESLEASE, madeasof the__ day of , 2003, betweentheIDAHO
STATEBUILDING AUTHORITY (the“Authority”), aslessor, and the STATE OF IDAHO (the* State’),
acting through the IDAHO DEPARTMENT OF ADMINISTRATION (“IDOA”) and BOISE STATE
UNIVERSITY (“BSU”), with the consent and approva of the IDAHO STATE BOARD OF
EDUCATION, aslessee.

RECITALS

A. The Authority was created by the |daho State Building Authority Act, Title 67, Chapter 64,
Idaho Code (the “Act”), to finance, congtruct, and operate facilities for the purposes set forth in the Act;
and

B. The Authority isempowered by the Act, among other powers, to acquire property; to enter
into agreements with the State of Idaho or any agency, board, department or commission thereof for the
financing of facilities; to providefor the acquisition, devel opment, congtruction, recongtruction, improvement,
dteration, maintenance, operation, or repair of facilities or parts thereof; and to lease such facilities as
provided by the Act; and

C. In accordance with the provisons of Idaho Code, Section 67-6410(a), the Idaho
Legidature, pursuant to House Concurrent Resolution No. 30, First Regular Session of the Fifty-saventh
Legidature, has authorized the IDOA and BSU to enter into agreements with the Authority as may be
reasonable and necessary for the purpose of providing financing and development of educationd facilities
(defined herein asthe "Facilities'), for use by BSU; and

D. Concurrently herewith, the Authority hasleased the red property described in Exhibits A-1
and A-2 pursuant to the Site L ease, as defined hereinafter, to finance and acquirethe Facilities, and to lease
the Facilities back to the State pursuant to this Facilities Lease; and

E The Authority intendsto finance the cost of acquisition of the Facilitiesand related costs by
the issuance of bonds, notes or other evidences of indebtedness as authorized by the Act; and

F. The State and the Authority acknowledge that there shdl be no merger of the State's
leasehold interest in the Facilities and its ownership interest in the redl property described in Exhibits A-1
and A-2; and

G. The Statewill beresponsblefor the design and congtruction of the Facilities pursuant to the
termsof the Development Agreement, as hereinafter defined, and will leasethe Fecilitiesfrom the Authority
upon the terms and conditions set forth in this Facilities Lease.
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NOW, THEREFORE, in consideration of themutua promises, conditions, and covenants set forth
herein, the parties agree:

ARTICLE 1
FINDINGS AND DECLARATION

Section 1.1  Findings. The Authority hasfound and declared, in accordancewith Section 67-
6410(c), Idaho Code, that the Facilitieswill be of public use and will provide a public benefit to the people
of the State of 1daho.

Section 1.2 Declaration: Thepartiesagreeand acknowledgethat the Recitascontainedinthis
Fecilities Lease are true and are incorporated into this Facilities Lease asif set forth in full. This Facilities
Lease shdl condtitute the agreement of the Authority to provide the Facilities as required by Section 67-
6410(b), 1daho Code.

ARTICLE 2
DEFINITIONS

The terms used herein shdl have the following meanings.

Section 2.1  "Act" shal mean Chapter 64, Title 67, Idaho Code, asit now existsand asit may
hereafter be amended and supplemented.

Section 2.2 "Annual Rent" shdl mean, with respect to the initid term of this Fecilities Lease
and each renewd term thereof, the Basic Rent and Additiona Rent determined in accordance with Artide6
hereof due and payable by the State to the Authority with respect to the Facilities for such lease term.

Section 2.3 "Authority" shal mean the |daho State Building Authority, an independent public
body corporate and politic of the State of Idaho, created by and existing under the Act.

Section 2.4 "Bonds" shal mean the portion of any bond or bonds, note or notes, or other
evidences of indebtednessissued by the Authority for the purpose of financing the Cost of Acquisitionand
Congtruction and bonds or notesissued to refinance dl or any part thereof and any bonds or notesissued to
finance any additions, modifications or replacements of the Facilities from time to time hereafter.

Section 2.5 "Bond Resolution" shal mean the resolution or resolutions of the Authority, as
amended and supplemented, authorizing the issuance of Bonds.

Section 2.6 “Code” means the Internal Revenue Code of 1986, as amended, regulations
thereunder and rulings and judicia decisions interpreting or construing the Code.

Section 2.7 "Cost of Acquisition and Construction™ shal mean any proper and reasonable
cost, whether or not specificaly mentioned herein, of thelease, devel opment and design and congtruction of
the Fadilities and furniture, fixtures, machinery, gpparatus and equipment therefore; of engineering and
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architecturad services, designs, plans, soecificationsand surveys, of planning, analys's, project management,
adminigtration, ingpection and Smilar servicesin connection with the Facilities; of acquisition or lease of any
land or interest therein for usein connection therewith; of preparation of the Stesthereof and of any land to
be used in connection therewith; of any indemnity and surety bonds and insurance premiums; of dlocable
adminigrative and genera expenses of the Authority; of dlocable portions of legd fees, audits, fees and
expenses of any trustees, depositories and paying agents, financia advisors, underwritersand othersfor the
Bonds; of issuance of the Bonds and interest thereon and other financing charges, and of feesand expenses
of other advisors and consultants necessary or appropriate in connection therewith; of the payment of any
Bonds of the Authority (including any interest and redemption premiums) issued to temporarily financethe
payment of any item or itemsof cost of the Facilities; of expenses necessary or incidentd to determining the
feasbility or practicability of the Facilities, and of dl other reasonable expenses not specified herein asmay
be necessary or incidental to the development, design, congtruction and acquisition of the Facilities, the
financing thereof, and the placing of the same in use and operation.

Section 2.8 “Development Agreement” shdl mean an agreement entered into between the
Authority and the State whereby the State agrees to complete the design and congtruction of the Fecilities
satisfactory to the Authority and to convey ownership of the Facilities to the Authority as the design and
construction progresses.

Section 2.9 "Facilities' shadl mean the Authority’s interest in the red property described in
Exhibits A-1 and A-2 attached hereto created by the Site Lease together with dl easements and rights
gppurtenant thereto and together with al improvements located thereon and improvements to be
condructed thereon described in Exhibit B, together with al equipment, furniture, fixtures, improvements,
and appurtenances designed, constructed or ingtalled thereon by or for the Authority.

Section 2.10 "Facilities L ease" shdl mean this Fadilities Lease, including any amendments or
supplements thereto.

Section 2.11 "Fiscal Year" shdl mean the tweve-month period of each year begnning July 1
and ending on the following June 30.

Section 2.12 “Site Lease” shdl mean the Site Lease, as amended, entered into between the
Authority and the State of Idaho acting by and through BSU [need to verify] coincidentaly herewith,
containing the terms and conditions of the lease of red property and easements, described in Exhibits A-1
and A-2, to the Authority.

Section 2.13 "Operating Costs" shdl mean the Authority's expenses (including reasonable
reservesfor such expenses) for real property assessments, all ocable adminigration and generd expensesof
the Authority, expenses for maintenance and repairs, insurance premiums, utility charges, legd, financid,
architectura and engineering expenses, fees and expenses of fiduciaries under the Bond Resolution, bond
inurance, guaranty and/or letter of credit fees, interest and finance charges, and any other expenses or
contingencies to be paid or provided for by the Authority, al to the extent properly attributable to the
Fecilities and payable by the Authority. Operating Costs shdl not include any Cost of Acquidtion and
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Condruction or any provison for depreciation, amortization or Smilar charges or any expenses for
maintenance and repairs, utility services or insurance paid for or provided by the State pursuant to this
Fecilities Lease,

ARTICLE 3
LEASE OF PROJECT; TERM OF LEASE

Section 3.1 Leaseof Facilities: TheAuthority hereby leasesthe Facilitiesto the State for use
infurtherance of the public benefit, and the State hereby leasesthe Facilitiesfrom the Authority ontheterms
and conditions st forth herein.

As affects this Facilities Lease, BSU shdl have the primary responghility to act on behdf of the
Statein dl respects pertaining to the obligations of the State under this Fecilities Lease. The State of 1daho
hereby authorizesBSU to act asitsrepresentative and agent in all respectspertaining to thisFacilities Lease,
and the State of Idaho shdl befully bound by dl acts, authorizations, representationsand decisonsof BSU,
except as otherwise expresdy provided in this Fecilities Lease.

Section 3.2 Term of Lease: This Fadilities Lease shdl be in full force and effect from the
effective date hereof. The initid term of this Facilities Lease shdl extend from the effective date hereof
through June 30, 2004. The State shdl have the option to renew this Facilities Lease in accordance with the
provisions hereof for successiveterms concurrent with and equa to succeeding Fiscd Y earsthereafter and
each such renewd of thisFacilities Lease shal be deemed to be exercised, automaticaly and without further
action by the State, unless the State shdl notify the Authority in writing of its intent not to renew this
Facilities Lease not later than ten (10) months prior to the expiration of any leaseterm; provided, however,
no term of this Facilities Lease shall extend beyond the term of the Site Lease.

ARTICLE 4
ACQUISITION, DEVELOPMENT AND FINANCING

Section 4.1  Acquisition and Development of Facilities: The Authority agreesto acquire
red property and parking for use asthe Ste of the Facilities by the Site Lease entered into coincidentaly
herewith. Pursuant to the terms of the Site Lease, the Authority will own fee title to the improvements
constructed thereon as provided in the Devel opment Agreement entered into coincidentaly herewith. This
Facilities Lease and therights, title and interest of the State in this Facilities Lease and the Facilities shal be
subject to the interests of the Authority in the real property and parking acquired therefor.

Section 4.2  Financing of Facilities by the Authority: The Authority agreesto finance the
Cost of Acquisition and Congtruction of the Facilities by issuance of Bonds as authorized by the Act. The
Authority may from time to time refinance or refund such Bonds as the Authority may deem appropriate;
provided the Authority shal not refinance or refund such Bondswithout the written consent of the Stateif to
do so would increase the Basic Rent due hereunder. The Authority shdl give written notice to the State of
itsintent to refinance or refund such Bonds.
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Section 4.3 Bond Anticipation Notes. The Authority may issue bond anticipation notes
payable from proceeds of Bonds.

ARTICLES
USE OF FACILITIES

Section 5.1 Useof Facilities: The State agreesthat the Facilities shall be used by BSU and
such other indtitutions, departments and agencies of the State as deemed necessary or appropriate by the
State. With the written consent of the Authority, which shdl not be unreasonably withheld, the State may
enter into agreements with other entities ("Non State Entities") for the operation and/or maintenance of the
Facilities or for the use or occupancy of portions of the Fecilities by NonState Entities upon thefollowing
conditions.

(@) the nature and extent of the proposed agreementswith Non- State Entities
will not adversdly affect the tax-exempt status of the Bonds; and

(b) such proposed usersor uses shdl be compatible with and complimentary to
the interests in and uses of the Facilities by the State; and

(c) the nature and extent of the proposed uses of the Facilities conforms to
policiesrelating to permitted uses of the Facilities adopted by the Board of Commissionersof the Authority.

ARTICLE 6
RENT

Section 6.1 Payment of Annual Rent: Inconsderation of thelease of the Facilities, the State
shdl pay to the Authority, in advance and without any set off or deduction whatsoever, thefollowing Annud
Rent:

(1) For the period of the initid term of this Facilities Lease in the Fiscd Y ear ending
June 30, 2004, the State shall pay no Annua Rent.

(2) For therenewd term of thisFacilities Lease commencing July 1, 2004 and for each
annud renewd term thereefter, the State shdl, within 30 calendar daysfollowing the commencement of such
renewd terms, pay in advance:

(a) As and for Basc Rent, an amount for such term which shdl equd the
principd ingtdlments, including sinking fund deposits, and interest payablein the corresponding Fiscd Y ear
in accordance with the Bond Resol ution with respect to the Bonds, and

(b) Asand for Additiond Rent asfollows.
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(i) the amount estimated by the Authority to be sufficient to provide the
Authority with adequate monies to pay al Operating Costs attributable to the Facilities for the applicable
term of this Facilities Lease, plus

(ii) theamount, if any, of depoditsto any debt service reserve account,
any operating fund, and any other reserve or expense accounts required to meet al terms and conditions of
the Bond Resolution. The Authority will provide to the State an estimate of Operating Costs which shdl
accompany its satement for Additiona Rent.

(3) Annua Rent payablefor any renewa term shall not be deferred or abated because
of ddays in completion of the condruction of the Facilities or delays in completion of any repair or
replacement of damage to the Facilities.

4) Any ingalment of Annuad Rent whichisnot paid by the State on or before the due
date thereof shdl, from and after said due date, bear interest until paid at the highest rate per annum borne
by any of the Bonds then outstanding; time being of the absolute essence of this obligation.

(5) The Authority and the State hereby agreethat the Basic Rent inany leeseterm shdl
be reduced by any amounts on deposit with the Authority legdly availablefor and dlocated by the Authority
to the payment of principd and interest on the Bonds, including without limitation capitaized interest
deposited from the proceeds of the Bonds and funds on deposit in the debt service account established
under the Bond Resolution. Basic Rent shdl be increased or decreased as appropriate to reflect the
issuance by the Authority of Bonds bearing interest at variable rate and issuance of any additiona Bonds
issued to refinance the Facilities, in whole or in part, or any additiona Bondsissued for the purposes set
forthin Section 9.1 hereof or issued to finance additions, modification or replacement of the Facilitiesor any
part thereof.

(6) Annud Rents shdl be payable in lawvful money of the United States of America,
which shall be lega tender for public and private debts under the laws of the United States at the time of
payment, provided that, upon prior written gpprova of the Authority, the State may transfer fundsthrough
electronic fundstransfer. Payment shall be made at the office of the Authority or such other place or places
asmay be designated in writing by the Authority.

(7) The State and the Authority have agreed and determined that such Annua Rent
represents the fair market rentad vaue of the Facilities. In making such determination, consideration has
been given to the Cost of Acquisition and Congtruction, and the cogts of financing of the Facilitiesand the
Operating Cogts thereof, and the uses and purposes of the Facilitieswhich will accrue to the State and the
Authority and the generd public by reason of the use and occupancy thereof by the State and ownership by
the Authority.

8 The parties agree that the Annua Rent hereunder congtitutes ordinary operating
expense of the State within the provisons of Article VIII Section 1 of the Idaho Congtitution.
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Section 6.2  Application of Rent: The Authority covenantsto use and gpply Annud Rent to
payment of debt service of the Bonds, Operating Costs, deposits to required reserve accounts and other
appropriate purposes pertaining to the Facilities and/or the Bonds.

ARTICLE 7
OPERATION AND MAINTENANCE OF THE FACILITIES

Section 7.1  Operation, Repairs, and Maintenance: The Stateshdl, throughout theterm of
this Facilities Lease and each renewa term thereof, at the State's cost and expense, keep and maintain or
cause to be kept and maintained, the Facilities and al equipment, fixtures, additions and improvements
thereof, in good order and condition, and shdl, at the State's cost and expense, make or cause to be made
al necessary repairs, renewas, and replacements with respect to the Facilities. To the extent repairs or
replacements areinsured under policies maintained by the Authority and insurance proceedsarepaidto the
Authority, the State shall be entitled to such insurance proceedsto the extent of the actua costsincurred by
the State and except to the extent the insurance proceeds are required to be otherwise gpplied in
accordance with the terms of the Bonds. Subject to Section 10.1, in the event the Facilities or any part
thereof are damaged or destroyed by uninsured or partialy uninsured casudty of any kind, the State shall
either replace or rebuild the Facilitiesin equa vaue, or pay such sumsto the Authority as may berequired
to fully pay and discharge the Bonds.

Section 7.2 Utilities: The State shall pay or causeto be paid al costs, expenses and charges
for water, dectricity, lights, heet, power, sewage, telephone, and other utility services, rendered or supplied
upon or in connection with the Facilities during the term of this Facilities Lease and each renewa term.

Section 7.3 Insurance:

(@D} The State shdl maintain or cause to be maintained with responsible insurers or
under an established program of self-insurance (as considered to be adequate by an Insurance Consultant
as may be engaged by the Authority) the following kinds and amounts of insurance acceptable to the
Authority with repect to dl existing buildings, improvements, equipment and other property comprising any
part of the Facilities and/or the use of the Facilities at dl times throughout the initia term and each renewa
term of this Facilities Lease:

(@) Commercid generd liability insurance (CGL) and, if necessary, commercid
umbrdlainsurance and property damageliability, and errorsand omissionsliability asshdl afford protection
to the Authority in an amount of not less than $1,000,000 for each occurrence. The commercid generd
lidbility insurance shal cover lidility arigng from premises, operations, independent contractors, product-
completed operations, persond injury and advertiang injury, and liability assumed under aninsured contract.

Such insurance shall protect the Authority to the same extent as the State is protected from clams,
demands, causes of actions, pendties, including costsand attorney fees, arising out of the use or occupancy
of the Facilities. Upon written request of the Authority, the State will increase the amount of the CGL
insurance to an amount determined by the Authority if, in the opinion of the Authority and based on loca
gtandards, the amount of the CGL insurance is not adequate.
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(b) Commercid property insurance and, as gpplicable, course of congtruction
insurance, in the amount of the full replacement vaue of the Facilities or any portion thereof, including
fixtures, equipment, lessee improvements and betterments. Commercid property insurance shdl, a a
minimum, cover the perils insured under the 1SO specid causes of loss form CP 1030 and, if reasonably
avallable, earthquake and flood insurance, debris removal, operation of building laws, extra expense,
consequentia loss, loss of rents and/or business interruption. Such loss of rents or businessinterruption
insurance shdl bein an amount equa to Annual Rent payable to the Authority by the State with respect to
the Facilitiesduring such time or times asthe use of the Facilitiesmay betotdly or partialy interrupted or the
congruction thereof delayed as a result of damage or destruction resulting from perils insured against
pursuant to this subsection (1)(b).

(c) Worker’ s Compensation Insurancein theamount and in theformwhich the
Staeisrequired by law to maintain.

(d) Any other insurance agreed to in writing by the State and the Authority.
(e) Any other insurance required by the terms and conditions of the Bonds.

(2) All insurance procured and any sdlf-insurance plan maintained by the State shdll
comply with the following requirements:

(a) Each palicy or paliciesof insurance shdl bewritten by insurance companies
authorized to do business in the state of 1daho and furnished through an insurance carrier or carriers
satisfactory to the Authority or through a salf-insurance plan satisfactory to the Authority and an Insurance
Consultant pursuant to the Bond Resolution.

(b) True, correct and complete copiesof al insurance policiesor sdf-insrance
plan and al endorsements, changes, amendments and supplementd provisions thereto shal be continualy
maintained by the State and shdl be availablefor inspection and copying by the Authority at al timesduring
the State' s regular office hours.

(c) All such insurance shdl provide that coverage shdl not be canceled or
amended except upon sixty (60) caendar daysprior written noticeto the Authority. The Authority shal be
furnished current certificates upon the commencement of the initid term and each renewd term of this
Fadilities Lease showing that dl such insurance fully complies with the terms of this Facilities Lease, and
current certificates shal be furnished at any other time or times as may be reasonably requested.

(d) All paliciesof insurance obtained by and any self- insurance plan maintained
by the State shdl include provisions that coverage shdl not be affected, reduced or waived by any
inaccurate or mideading statement or information furnished by the Statein obtaining such insurance nor shall
insurance under such policies furnished to the Authority be reduced by any actud or aleged breach of
warranties made by the Statein obtaining such insurance. All ligbility insurance furnished by the State shall
include insurance covering the obligations of the State under Article 8 of this Fecilities Lease.
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(3) The Authority and the State hereby rel ease each other from any and dl ligbility or
respongbility to the other as to any person claming through or under either by way of subrogation or
otherwise for any loss or damage to property caused by any casudty insured by the above-described
coverages, evenif thelossis caused by the fault or negligence of the other party or by any party for whom
the other party is responsible.

(4) All insurance provided to the Authority by the State pursuant to this FedilitiesLease
shdl name the Authority as additional named insured and contain a loss payable clause providing for
payment of proceedsto the Authority and thetrustee of the Bondsto the extent of their interest therein, and
the Annua Rent otherwise payable by the State with respect to the Facilities shdl be reduced by the amount
of businessinterruption or loss of rentsinsurance payments, if any, madeto the Authority and/or thetrustee
of the Bonds.

(5) In the event the Authority is able to procure any or dl of the insurance coverages
herein required a a cost less than the cost incurred by the State thereof, the Authority agreesto do so and
the cost thereof shall be included as Operating Codts of the Authority. In such event the obligation of the
Stateto provide any such insurance shdl continue until theinsurance coverage procured by the Authority is
actudly in effect. Upontheexpiration or termination of any insurance procured by the Authority hereunder,
the State shdl immediately, without any interruption in insurance coverage, procure and maintain such
coverage.

ARTICLE 8
INDEMNITY

Section 8.1 Stat€'s Indemnification: The State hereby agrees to defend, protect, hold
harmless and indemnify the Authority and its agents, employees, representatives, successors, and assigns,
againg dl demands, clams, liahilities, causes of action or judgments, and dl loss, expense and damage of
any and every sort and kind, including, but not limited to, costs of investigations and attorneys fees and
other costs of defense, for:

(1) injury to person or property occurring in, upon or about the Facilities or any
adjacent or related red property or improvements owned, occupied or controlled by the State or any of its
agencies, departments, bureaus or subgovernmental entities,

(2) injury to person or property arising out of the use or occupancy of the Facilitiesor
relating in any manner to operations conducted thereon;

(3) any other premises ligbility relating to the Fadilities,
(4) any loss to person or property to the extent of its sdf-insurance, if any; and
(5) al ligbility whatsoever arising out of any public or governmenta activities of the

State of any kind or nature whatsoever.
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Nothing in thisArticle 8 shall be construed asthe agreement of the State to indemnify the Authority
fromliability for damagesarising out of persond injury or damageto property caused solely and exclusively
by the negligence or mafeasance of the Authority.

The obligations under this Section are deemed to be ordinary operating expenses of the Statewithin
the provisons of Article VIl Section 1 of the Idaho Congtitution.

Section 8.2  Authority'sIndemnification: TheAuthority hereby agreesto defend, indemnify
and save the State harmlessfrom and againgt any and dl lighility, loss, damage, cost and expense, including
court costs and attorney fees of whatever nature or type, whether or not litigation is commenced, that the
State may incur, by reason of any act or omission of the Authority, itsemployeesor agentsor any breachor
default of the Authority in the performance of its obligations under this Facilities Lease. The foregoing
indemnity shdl not gpply to any injury, damage or other daim resulting solely from theact or omission of the
State.

ARTICLE9
ALTERATIONS, ADDITIONS, AND IMPROVEMENTS

Section 9.1  Alterations, Additions, and Improvements. The State shdl havetheright, at
any time and from time to time during the term of this Facilities Lease, a the State's costs and expense, to
make such, dterations, additions, expansions and improvements, to the Fecilities, asthe State shall deem
necessary or desirable in connection with its use of the Facilities. Notwithstanding the foregoing, the State
shdl not make any dterations, additions, expansons or improvements which are structurd or which will
lessen the market va ue of the Facilitieswithout the prior written consent of the Authority which shdl not be
unreasonably withheld. Once commenced, dl dterations, additions, expans onsand improvementsshal be
diligently pursued to completion. All such dterations, additionsand improvements shall be of such character
asto not reduce or otherwise adversdly affect the vaue of the Fecilities or therentd vauethereof and dl the
costs thereof shdl be promptly paid or discharged so that the Facilities shal at dl times be free of liensor
clams for labor and materids supplied thereto. All, dterations, additions, fixtures and permanent
improvementsto the Facilities shdl be and become apart of the Facilitiesand shall become the property of
the Authority.

Section 9.2 Furniture, Fixtures, and Equipment: TheStateshdl maintainaninventory of dl
furniture, fixtures, and equipment and other tangible persond property financed or provided by the Authority
aspart of the Facilitiesand shdl havetheright to replace, at itsexpense, such tangible persond property as
the State shall deem necessary or desirablein connection withitsuse of the Facilities. The State shdll, upon
request but in no event more than once per year, provide tothe Authority an inventory of furniture, fixtures,
and equipment in use at the Facilities provided by the Authority with the Facilities.
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ARTICLE 10
DAMAGE, DESTRUCTION, AND CONDEMNATION

Section 10.1 Damage, Destruction, and Condemnation: Intheevent of damage, destruction,
or condemnation of the Facilities, or any part thereof, the net proceeds of any insurance or condemnation
awards with respect to the Facilities and, to the extent necessary, the proceeds of any additiona Bonds
which may be issued by the Authority for such purpose pursuant to the termsand conditions of the Bonds,
shdl be used and applied by the Authority in accordance with the terms of the Bonds to repair, restore,
rebuild, or replace the Facilities; provided, however, that, in the event of total or substantial destruction or
condemnation of the Fecilitiesor inthe event that the aforesaid insurance proceeds, condemnation awards,
and proceeds of Bonds are not sufficient to repair, restore, rebuild, or replace the Facilities, the Authority
may elect not to repair, restore, rebuild, or replace the Facilities, in which case the net proceeds of al
insurance and condemnation awards, together with dl other available funds, shall be applied in accordance
with the terms of the Bonds. Any such repair, restoration, rebuilding, or replacement of the Facilitiesmay
be in accordance with such different design, plans, and specifications approved by the State aswill or may
provide facilities of the same or different nature or use, S0 long as any such change therein or thereof shal
not reduce or otherwise adversdly affect the value of the Facilities or the renta vaue thereof. In
congderation of the Authority proceeding with the repair, retoration, rebuilding, or replacement of the
Facilitiesasabove provided, the Stiate shdl continueto pay the Annua Rent due under thisFacilitiesLease,
except to the extent the Authority actually receives proceeds of business interruption or loss of rents
insurance described in Section 7.3 hereof.

ARTICLE 11
PARTICULAR COVENANTS

Section 11.1 Compliance with Laws and Regulations. The State shall, at its own cost and
expense, promptly comply with, or cause to be complied with, al gpplicable laws and ordinances, rules,
regulations and other governmenta requirements, whether or not the same require structural repairs or
dterations, which may be gpplicableto the State, the Facilities or the use or manner of use of the Facilities.
The State shdl dso observe and comply with the requirements of dl policiesand arangements of insurance
a any time in force with respect to the Facilities.

Section 11.2 Covenant Against Waste: The State covenants not to do or suffer or permit to
exist any hazardous materids, contamination, waste, damage, disfigurement or injury to, or public or private
nuisance, in or upon the Facilitiesin violation of any state of Idaho or federd laws or regulations and agrees
to pay al costs, changes, pendties or any other expense reasonably incurred or to be incurred to remove,
restore or reclaim the Facilities or premises thereof.

Section 11.3 Right of Ingpection: The State covenantsand agreesto permit the Authority and
the authorized agents and representatives of the Authority to enter the Facilities at reasonable times during
usua business hoursfor the purpose of ingpecting the same, subject to reasonable security requirementsand
procedures of the State.

BSU FACILITIESLEASE — Page 11 June 26-27, 2003 BAHR Finance Agenda Page 153



DRAFT
6/18/2003
5:28 PM

Section 11.4 Condition of Facilities. The Authority makes no representation regarding the
condition of the Facilitiesor red property underlying or adjacent thereto and the Authority shal not beliable
for any latent or patent defects therein.

Section 11.5 Assgnment and Subletting: The State shdl not assign or mortgagethisFacilities
Lease or any right hereunder or interest herein and shdl not sublease the Facilities or any portion thereof,
without prior written consent of the Authority (which consent may be granted or withheld by the executive
director of the Authority); provided, that in no event shdl the State assign this Facilities Lease or any right
hereunder or interest herein or subleasethe Facilitiesor any portion thereof unlessthe State shdl continueto
remain liable for the performance of dl the terms, covenants, and conditions contained in this Fecilities
L ease and unlessthe proposed assignee or sublessee shall agree, inwriting, to bebound by dl of the terms,
covenants, and agreements contained in this Facilities Lease and dl other agreementsrelated thereto. The
Authority agrees that it will not unreasonably withhold its consent to any such assgnment or subleasing.

Section 11.6 Covenant of Quiet Enjoyment: The Authority covenantsthat it hasfull right and
lawful authority to enter into this Facilities Lease and that, so long asthe State shdl pay the Annud Rent and
shdl duly observedl of its covenants and agreementsin this Facilities L ease, the State shdl have, hold, and
enjoy, during the initid term of this Facilities Lease and each renewd term thereof, peaceful, quiet, and
undisputed possession of the Facilities. No defect, encumbrance, cloud, lease, restriction or other matter
affecting titleto the land on which the Facilities shall be developed existing at thetimethe land isacquired or
leased to the Authority or to which this Fecilities Lease is subrogated to shall condtitute a breach of this
Facilities Lease by the Authority.

Section 11.7 Tax Covenant: The State covenantsfor the benefit of the holders of the Bonds
and the Authority that during the term of this Facilities Lease, that no action shal be taken or omitted with
respect to the Bonds, the proceeds thereof, any other funds of the State or any Facilities financed or
refinanced with the proceeds of the Bonds if such action or omission (i) would cause the interest on the
Bonds to lose its excluson from gross income for federal income tax purposes under Section 103 of the
Code, (ii) would cause the Bondsto become* specified private activity bonds’ with the meaning of Section
57(a)(5)(C) of the Code, or (iii) would causeinterest of the Bondsto loseits exclusion from Idaho taxable
income under present Idaho law. The foregoing covenant shdl remain in full force and effect
notwithstanding the payment in full or defeasance of the Bonds until the date on which al obligations of the
Authority in fulfilling the above covenant under the Code have been met.

ARTICLE 12
DEFAULT

Section 12.1 Eventsof Default: Thefollowing shdl be events of default under this Facilities
Lease:

(1) Failure by the State to pay the Annua Rent as the same shall become due, or
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(2) Failure by the State or anyone contracting with the State to observe and perform
any other covenant, condition, or agreement to be observed or performed under thisFacilities Leasefor a
period of 90 cdendar days after written notice, specifying such failure and requesting that it be remedied,
given to the State by the Authority or trustee of the Bonds, unless the Authority or trustee shal agreein
writing to an extenson of such time prior to its expiration.

Section 12.2 Remedies. Whenever any event of default referred to in Section 12.1 hereof shal
occur, the Authority may take any one or more of the following remedid seps:

(1) Decdlare dl Annuad Rent payable for the applicable lease term then in effect to be
immediately due and payable, together with gpplicable interest thereon.

(2) Re-enter and take possession of the Facilities, exclude the State from possession
thereof, and terminate this Fecilities Lease.

(3) Takesuch actionat law or in equity asmay appear necessary or desirableto collect
al sums due and theresfter to become due, or to enforce performance and observation of any obligation,
agreement, or covenant of the State under this Facilities Lease.

Section 12.3 RemediesNot Exclusive: Noremedy herein conferred upon or reserved to the
Authority isintended to be exclusive of any other available remedy or remedies, but each and every such
remedy shdl be cumulative and shdl bein addition to every other remedy given under this FacilitiesLease,
or now or heresfter existing a law or in equity. No delay or omisson to exercise any right or power
accruing upon any default shal impair any such right or power or shall be construed to be awaiver thereof,
but any such right and power may be exercised from time to time and as often as may be deemed
expedient. In the exercise of any remedy reserved to the Authority in this Article 12, it shdl not be
necessary to give any notice, other than such notice as may be herein expressy required.

ARTICLE 13
SURRENDER OF FACILITIES

Section 13.1 Surrender of Facilities: Intheevent that the State e ectsnot to renew or extend
the term of this Facilities Lease or this Facilities Leaseis otherwise terminated, the State shal immediately
quit and surrender the Facilities to the Authority in the same condition in which it existed at the date the
condruction of al Facilities was completed by the Authority, subject to any dterations, additions,
expandonsor improvements madein accordance with Section 9.1 hereof, ordinary wear and tear excepted.

ARTICLE 14
LIMITATION ON OBLIGATIONS

Section 14.1 Obligationsof Authority and State: Notwithstanding any other provisonsaf this
Fadilities Lease, no obligation assumed by or imposed upon the Authority by this Facilities Lease shdll
require the performance of any act by the Authority except to the extent, if any, that the cost and expense of
such performance may be paid from the proceeds of the Bondsissued by the Authority or from other funds
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legdly available to the Authority to meet the cost and expense of such performance, and no obligation
assumed by or imposed upon the State by this Facilities Lease shal require the performance of any act by
the State, including, but not limited to, the payment of Annual Rent, except to the extent that funds may be
availablefor such performance or payment from State generd gppropriationsor other fundslegdly available
therefor. This Facilities Lease shdl not be construed as obligating the Legidature of the State of Idaho to
make future appropriations for the payment of Annua Rent or the performance of any other obligations
under this Facilities Lease beyond the initid renta term or for any renewd term hereof. In the event that
gppropriated funds are not legdly available for payment of Annual Rent or other obligations hereunder for
any term, then thisFacilities Lease shdl beterminated. Theliahility of the Statefor payment of Annud Rent
as it becomes due shdl be in consideration of the right of the State, whether or not exercised, to occupy
and/or use the Fecilities for the then-current lease term.

ARTICLE 15
MISCELLANEOUS

Section 15.1 Pledgeof Rent, Proceeds, and L ease: Itisexpressy understood and agreed by
the parties hereto that the Authority has the right to pledge and assign the Annua Rent, al proceeds
receivable by the Authority from any sale of the Facilities, and its rights and interest under this Fecilities
Leaseto secure: (i) the payment of the principd of and theinterest on and redemption premium, if any, on
the Bonds; and (ii) other obligations of the Authority under the terms and conditions of the Bonds.

Section 15.2 Notices: All noticesor other communicationshereunder shal be sufficiently given
and shdl be deemed given on the second business day following the day on which the same are mailed by
certified mail, postage prepaid, addressed as follows:

(1) If to the State:

Idaho Department of Adminigtration
Attn: Director

Statehouse Mall

Boise, 1daho 83720

AND

Boise State University

Attn: Vice President for Finance and Adminigtration
1910 Univergty Drive

Boise, 1daho 83725-1200

2)  If tothe Authority:

Idaho State Building Authority
Attn: Executive Director
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Post Office Box 2802
Boise, Idaho 83701

The State or the Authority may, by notice given hereunder, designate any further or different
addressesto which subsequent notices or other communications shall be sent. Noticemay be aso given by
persond ddivery of awritten notice.

Section 15.3 Severability: If any termor provison of thisFacilities Lease or the gpplication of
it to any person, entity or circumstance shal to any extent beinvaid or unenforcegble, theremainder of this
Facilities Lease or the application of such term or provision to persons, entities or circumstances, other than
thoseastowhichitisinvaid or unenforcegble, shdl not be affected thereby, and each term and provison of
this Facilities Lease shdl be vaid and shall be enforced to the extent permitted by law.

Section 15.4 Attorney Fees: Intheevent either party tothisAgreement isrequired toinitiate or
defend litigation with respect to the terms hereof or to enforce any of its rights hereunder, the prevailing
party in such litigation shall be entitled to reasonable atorney's feesincurred in such litigetion, including dl
discovery costs and codts of expert witnesses, together with al reasonable litigation expenses.

Section 15.5 Headings. Thearticleand section headings contained herein arefor convenience
and reference and are not intended to define or limit the scope of any provison of this Fecilities Lease.

Section 15.6 Counterparts. This Facilities Lease may be smultaneoudy executed in severd
counterparts, each of which shal be an origind and al of which shdl condtitute but one and the same
ingrument.

Section 15.7 Amendments. TheAuthority and the State shdl not, without the written consent of
the trustee of the Bonds or other legdly-authorized representative of the interests of the owners of the
Bonds, consent or agreeto or permit any rescission of or amendment to or otherwise take any action under
or in connection with this Facilities L ease which will reduce the payments required to be made by the State
hereunder during theinitia term or any renewa term hereof, or which will inany manner materidly impair or
adversdly affect the rights of the Authority hereunder, and any action by the Authority or the State in
violation of this covenant shal be null and void as to the Authority and the State.  Furthermore, any
voluntary amendment, modification or termination of thisFacilitiesLease shdl require the written consent of
al partiesto this Facilities Lease.

Section 15.8 EffectiveDate: ThisFacilitiesLeaseshdl beeffective as of the date sated above
upon its execution.
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IN WITNESS WHEREOF, the parties hereunto have caused this Fecilities L ease to be executed
as of the day and year first hereinabove st forth.

AUTHORITY:

IDAHO STATE BUILDING AUTHORITY

By:

V. L. Bud Tracy, Chairman

Dated: , 2003

ATTEST:

By

WayneV Meuleman, Secretary

STATE:
STATE OF IDAHO, by and through

IDAHO DEPARTMENT OF ADMINISTRATION

By:

Pamdal. Ahrens, Director

Dated: , 2003
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BOISE STATE UNIVERSITY

By:

, Vice President for
Finance and Adminigtration

APPROVAL AND CONSENT:

STATE BOARD OF EDUCATION

By:

Blake G. Hall, President

Dated: , 2003
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STATEOFIDAHO )

) SS.
County of Ada )
Onthis day of , 2003, before me, the undersigned, aNotary Publicinand for

said State, persondly appeared V.L. Bud Tracy and WayneV Meuleman, known or identified to meto be
respectively the Chairmen and Secretary, repectively, of theIDAHO STATE BUILDING AUTHORITY,
each of whom acknowledged to me that they executed the within Facilities Lease on behdf of the Idaho
State Building Authority in their representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed the day and
year in this certificate firgt above written.

Notary Public for the State of 1daho

Redding a
My commission expires
STATE OF IDAHO )
) SS.
County of Ada )
Onthis day of , 2003, beforeme, the undersigned, aNotary Publicinand

for said State, persondly gppeared Pamelal. Ahrens, known or identified to me to be the Director of the
IDAHO DEPARTMENT OF ADMINISTRATION of the STATE OF IDAHO, who acknowledged to
me that she executed the within Fecilities Lease on behaf of the State in his representative capeacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed the day and
year in this catificate first above written.

Notary Public for the State of 1daho
Resding a
My commission expires
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STATE OF IDAHO )

) SS.
County of Ada )
Onthis day of , 2003, before me, the undersigned, aNotary Pudicinad

for said State, personally appeared Blake G. Hall, known or identified to meto bethe President of IDAHO
STATEBOARD OF EDUCATION (the* SBOE"), who acknowledged to me that he executed thewithin
Facilities Lease on behdf of the SBOE in his representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed the day and
year in this certificate firgt above written.

Notary Public for the State of 1daho
Redding a
My commission expires

STATEOF IDAHO )

) SS.
County of Ada )
Onthis day of , 2003, beforeme, theundersigned, aNotary Publicinand
for said State, persond |y appeared , known or identified to meto bethe Vice President of

Finance and Adminigtration of BOISE STATE UNIVERSITY, who acknowl edged to methat he executed
the within Facilities Lease in his representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed the day and
year in this certificate first above written.

Notary Public for the State of 1daho
Resding a
My commission expires
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List of Exhibits:
Exhibit A-1  Description of Redl Property

Exhibit A-2  Description of Parking
Exhibit B Description of Improvements Comprising the Facilities
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OPERATING AGREEMENT

THIS OPERATING AGREEMENT is made this ___ day of ,2003, by and
between the Department of Administration (the “Department”) and Boise State University
(“University”).

RECITALS

WHEREAS, the Idaho Legidature, House Concurrent Resolution No. 30 (“HCR 30"),
First Regular Session of the Fifty-seventh Legidature, has authorized the Idaho State Building
Authority (the “ISBA”) to provide financing to develop and construct an academic building and
related improvements for use by University (the “Facilities’);

WHEREAS, pursuant to HCR 30, the ISBA and University have entered into, or will
enter into simultaneously with the execution of this Operating Agreement, a Ground Lease
involving the real property on which the Facilities will be constructed;

WHEREAS, pursuant to HCR 30, the Department and University have entered into, or
will enter into simultaneously with the execution of this Operating Agreement, a Facilities Lease
(the “Facilities Lease”) and a Development Agreement (the “ Development Agreement”), both
with the Authority, and involving and for said Facilities;

WHEREAS, the Department and University desire to address between themselves certain
issues related to the Facilities Lease and Development Agreement, upon the terms and conditions
set forth below.

AGREEMENT

NOW THEREFORE, in consideration of the above recitals, which are incorporated
herein asif set forth in full, and the mutua promises and agreements hereinafter set forth, the
sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Other Documents. This Operating Agreement is intended to co-exist with the
Facilities Lease and the Development Agreement; provided however, in the case of any conflict
between the terms of this Operating Agreement, as may be amended from time to time, and the
Development Agreement and the Facilities Lease, as may be amended from time to time, the
terms of this Operating Agreement shall control as between the Department and University.

2. Term. The term of this Operating Agreement shall begin on its effective date and
continue until the expiration or termination of the Facilities Lease, including renewals, or the
Development Agreement, whichever occurs later.

3. Allocation of Responsibility. Anything contained in the Facilities Lease and the
Development Agreement notwithstanding, the parties agree as follows:
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a Upon and after occupancy by University, University shall make all decisions
regarding the use and routine operation, repair and maintenance of the Facilities. University
shall, at its cost and expense, comply with al applicable federal, state and municipal laws,
ordinances, regulations and orders and any contractual obligations relative to such use, operation,
repair and maintenance of the Facilities. University shall consult with the Department on any
issues concerning the use, operations and maintenance of the Facilities that could impact the
Department or the Facilities Lease or the Development Agreement.

b. University shall not do or suffer or permit to exist any hazardous materials,
contamination, waste, damage, disfigurement or injury to, or public or private nuisance, in or
upon the Facilities in violation of any state of 1daho or federal law or regulation and shall pay all
costs, charges, perdlties or any other expense reasonably incurred or to be incurred to remove,
restore or reclaim the Facilities or premises.

C. University shall be responsible for the cost and expense of all insurance required
under the Facilities Lease and the Development Agreement, provided, however, that University
may arrange for such insurance through the Department’ s Office of Insurance Management.

d. University shall, at its cost and expense, keep and maintain or cause to be kept
and maintained, the Facilities and all equipment, fixtures, additions and improvements thereof, in
good order and condition, and shall, at its cost and expense, make or cause to be made all
necessary repairs, renewals, and replacements with respect to the Facilities. Subject to the
Facilities Lease, in the event the Facilities or any part thereof are damaged or destroyed by
uninsured or partially uninsured casualty of any kind, University shall either replace or rebuild
the Facilities in equal value, or pay such sums to the Authority as may be required to fully pay
and discharge the Bonds (as defined in the Facilities L ease).

e University shall pay or cause to be paid all costs, expenses and charges for water,
electricity, lights, heat, power, sewage, telephone, and other utility services, rendered or supplied
upon or in connection with the Facilities.

f. University shall maintain an inventory of all furniture, fixtures and equipment and
other tangible personal property financed or provided by the ISBA as part of the Facilities and
provide such inventory to the ISBA in accordance with Section 9.2 of the Facilities Lease.
University shall have the right, at its expense, to replace such tangible personal property as it
deems necessary in connection with its use of the Facilities, in accordance with Section 9.2 of the
Facilities Lease.

s} University shall be responsible to pay for all cost overruns incurred in the
planning, design and construction of the Facilities, including without limitation all cost overruns
specified in Section 7 of the Development Agreement, provided, however, that cost overruns
shall first be paid out of the DPW project contingency funds and the University shall not pay for
cost overruns unless and until the DPW contingency fund is depleted, and that the University has
approved any change order that results in a cost overrun. The University shall not be responsible
for any cost overrun that is the result of the negligence or malfeasance of the Department.

h. Upon and subject to a specific and sufficient annual appropriation by the state of
Ildaho Legidature to the Department of funds from the Permanent Building Fund, or other
sources as determined by the Legislature, the Department shall remit to the ISBA the payment of
Annua Rent (as defined in the Facilities Lease) in accordance with the Facilities Lease.
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4, Notice of Non-Appropriation Non-Renewal; Other Notices. In the event that the
Department fails to receive an appropriation of moneys necessary for any payment of any rent
under the Facilities Lease, it shall immediately notify University. The Department also agrees to
give notice to University if it does not include in its budget request a request for moneys related
to the Facilities Lease. In the event that either party receives any notice related to the Ground
Lease, the Facilities Lease or the Development Agreement that could impact the other, the
receiving party shall immediately notify the other party of the receipt and substance of such
notice.

5. Intentionally Blank.

6. Order of Use of Funds; Funds Remaining. University specifically acknowledges
and agrees that any Additional Fundsthat it transfers to the Authority for the project, and which
are deposited by the Authority into the Construction Fund (as defined in the Development
Agreement), shall be deemed to be used first, before any bond proceeds or other funds, for any
cost or expense of planning, design or development or construction. University further
specifically acknowledges that any funds remaining in the Construction Fund (as defined in the
Development Agreement) upon final acceptance of the Facilities shall be used to defease the
Bonds (as defined in the Facilities Lease) or otherwise decrease the amount of Annual Rent (as
defined in the Facilities Lease) due under the Facilities Lease.

7. Indemnification University shall defend and save harmless the Department, its
officers, agents and employees from and against any liability, claim, damages, losses, costs,
expenses or actions to which the Department is or could be subject to, arising from, or related to
its obligations under this Operating Agreement or its use, operation or maintenance of the
Facilities. This indemnification does not apply when such claims, damages, and liabilities are the
result of negligent acts, errors, omissions or fault or malfeasance on the part of the Department,
its officers, agents and employees. The Department shall defend and save harmless the
University, its officers, agents and employees from and against any liability, claim, damages,
losses, costs, expenses or actions to which the Department is or could be subject to, arising from,
or related to its obligations under this Operating Agreement or its use, operation or maintenance
of the Facilities. Thisindemnification does not apply when such claims, damages, and liabilities
are the result of negligent acts, errors, omissions or fault or malfeasance on the part of the
University, its officers, agents and employees.

8. Cooperation Between the Parties. Should any claims, demands, suits or other
legal proceedings be made or instituted by any person against either party which arise out of any
matters relating to the Facilities, the other party shall give all pertinent information and
reasonable assistance in the defense or other disposition thereof.

0. Notices. All notices, demands, consents and reports provided for in this
Operating Agreement shall be in writing and shall be given to the Department or University at
the address set forth below or at such other address as they individually may specify thereafter in
writing:
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Department of Administration: Larry V. Osgood
Administrator
Division of Public Works
P.O. Box 83720
Boise, Idaho 83720-0072
Ph: 208-332-1911
Fax: 208-334-4031

With a Copy to: Department of Administration
Attention: Deputy Attorney Genera
650 West State Street
P.O. Box 83720
Boise, Idaho 83720-0003

Boise State University Harry E. Nedl, Jr.
Vice President of Finance and Administration
1910 University Drive
Boise, Idaho 83725-1200

Such natices or other communications may be mailed by United States registered or
certified mail, return receipt requested postage prepaid or delivered by a recognized courier
delivery service (e.g. Federal Express, Airborne etc.). Such notices, demands, consents and
reports may also be delivered by hand. For purposes of this Operating Agreement, notices will
be deemed to have been "given" upon persona delivery thereof or 72 hours after having been
deposited in the United States mail at a United States Post Office or a depository for the receipt
of mail regularly maintained by the post office or deposited with a recognized courier delivery
service.

10.  Survival. Any termination, cancellation or expiration of this Operating
Agreement notwithstanding, provisions that are intended to survive and continue shall so survive
and continue, including, but not limited to, the provisions of section 7.

11. No Third Party Rights. Nothing in this Operating Agreement shall be construed
as creating or giving rise to any rightsin any third parties or any persons other than the parties
hereto.

12. Governing Law. The Contract shall be governed by and construed under the laws
of the State of I1daho.

13.  Officials Not Personally Liable. In no event shall any official, officer, employee
or agent of the Department or University be liable or responsible for any representation,
statement, covenant, warranty or obligation contained in, or made in connection with, this
Operating Agreement, express or implied.
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14. Complete Statement of Terms. This Operating Agreement constitutes the entire
agreement between the parties hereto as regards it subject matter and shall supersede al previous
proposals, oral or written, negotiations, representations commitments, and all other
communications between the parties.

15.  Written Modification This Operating Agreement may be modified or amended
only by an agreement in writing signed by a duly authorized representative of the Department
and University.

16.  Counterparts This Operating Agreement may be executed in two or more
counterparts, each of which shall be deemed an original but all of which together shall constitute
one and the same instrument.

IN WITNESS WHEREOF, the parties have entered this Operating Agreement as of the
date first set forth herein.

Boise State University

By:
Harry E. Nedl, Jr.

Its: Vice President for Finance and
Administration

IDAHO DEPARTMENT OF ADMINISTRATION
DIVISION OF PUBLIC WORKS

By:

Larry V. Osgood
Its: Administrator
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

SUBJECT
Idaho State University Idaho State Building Authority Bonded Projects

UNIQUE ISSUES
The Rendezvous Project Is Multi-Part Facility
ISU’s Rendezvous Project contains the classroom facility being financed by ISBA
and also includes housing and student services facilities being financed by ISU.
As described in Agenda Tab 3, ISU will be issuing its revenue bonds to provide
the funds for the housing and student services portions of Rendezvous.

ISU and ISBA have made several modifications to the basic form of the ISBA
transaction documents to address the issues raised by (i) the multiple sources of
funds, (ii) ISBA’s need for a separately identified facility that can be operated
independently in the event the State does not provide funds for the ISBA bonds,
and (iii) coordination of construction disbursements.

1. Dividing Line. ISU and ISBA have agreed upon a dividing line between the
housing and student services portion of the Rendezvous and the classroom
portion. The classroom portion has been separately surveyed and is the legal
description of land that will be conveyed to ISBA under the Groundlease.

This agreement avoids the expense of a condominium declaration, as ISU
maintains title to the land for the housing and student services facilities.

2. Disbursement of Funds. ISU is meeting ISBA’s requirement, which is
applicable to all institutions, to transfer all funds ISU has available for
construction to the ISBA for deposit into the construction fund maintained by the
bond trustee for the ISBA bonds. In ISU’s case, this consists of proceeds of its
revenue bonds. The rating and marketability of ISU’s revenue bonds was not
affected by this requirement.

The Development Agreement for ISU, and the Operating Agreement for ISU,
provide that ISU’s bond funds will be invested in a separate subaccount of the
construction fund and expenditures for the housing and student services portions
of the facilities will be separately tracked. Any funds remaining in this account in
the event of construction savings will be returned to ISU to be used to pay debt
service on ISU’s revenue bonds.

3. Cross-Easement. The dividing line referred to above makes the classroom a
separately identifiable facility. However, in the event of nonappropriation of funds
for the ISBA bonds, ISBA may require certain utility services from ISU’s system
or the housing and student services facilities and vice-versa. Accordingly, the
Ground Lease provides for cross-easements for such services.
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

BOARD ACTION
A motion to authorize the CEO or his designee to finalize and execute the Site
Lease, the Facilities Lease, the Development Agreement and the Operating
Agreement for the Classroom Building/Rendezvous Center at Idaho State
University in substantially the same form as the draft agreements presented to
the Board with the agenda materials.

Moved by Seconded by Carried Yes No
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SITE LEASE
(Idaho State University Classroom and Portion of Residence Building)
THIS SITE LEASE is entered into as of the ___ day of , 2003, by and between

the STATE OF IDAHO acting by and through IDAHO STATE UNIVERSITY, as successor to
if record title is vested in a predecessor],, (hereinafter “State”) [and
the IDAHO STATE BUILDING AUTHORITY, (hereinafter “Authority”). This agreement is
hereinafter referred to as the “ Site Lease”.

RECITALS

A. The State Board of Education is vested with the general supervision,
governance and control of all state institutions of higher education by Article 9, Section 2 of the
Idaho Constitution and Idaho Code §33-101, and serves as the Board of Trustees for Idaho State
University pursuant to Idaho Code 833-3003, and Idaho State University is a body politic and
corporate of the State of 1daho, and referencesto “ISU” herein shall mean Idaho State University
and, the State Board of Education in its capacity as the Board of Trustees;

B. The State is the owner of certain real property described in Exhibits A-1
and A-2 hereto and desires to lease such property to Authority for the purpose of financing and
developing an academic building and related improvements to be constructed thereon (the
"Facilities’) to be leased back to the State and the State of 1daho, acting through the Department
of Administration (“IDOA”) and ISU under an annually renewable lease (the “Facilities Lease’),
entered into coincidentally herewith; and

C. The real property described in Recital B above, is part of a larger tract of
land, owned by State, depicted on the campus map attached hereto as Exhibit A-2, and
commonly known as the Idaho State University Campus, which together with any additional
adjacent land hereafter acquired by the State shall be referred to herein as the “I1SU Campus”.

D. In accordance with the provisions of 1daho Code, Section 67-6410(a), the
ldaho Legidlature, House Concurrent Resolution No. 30, First Regular Session of the Fifty-
seventh Legidature, has authorized the State to enter into agreements as may be reasonable and
necessary with the Authority for the purpose of providing financing to develop and construct
facilities for use by the State; and

E Authority intends to finance and develop the Facilities on the Premises
and to lease the Facilities and Premises back to State and IDOA in accordance with the Facilities
Lease, entered into coincidentally herewith; and

F. State and Authority acknowledge that there shall be no merger of the

State's leasehold interest under the Facilities Lease and the State’'s ownership interest in the
Premises, which merger would cause the cancellation or termination of this Site Lease; and
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G. State represents that neither the execution and delivery of this Site Lease,
the consummation of the transactions contemplated by this Site Lease, nor the fulfillment of or
compliance with the terms and conditions of this Site Lease conflict with or results in a breach of
any terms, conditions or provisions of any restriction, agreement, or instrument to which the
State is now a party or to which State is bound.

NOW, THEREFORE, THE PARTIES AGREE AS FOLLOWS:

1 Recitals: The parties acknowledge the foregoing Recitals are true and are
incorporated into this Site Lease as if set forth in full.

2. Premises: State hereby leases to Authority, subject to the conditions expressed
herein, certain real property located in Bannock County, Idaho, specifically described in Exhibit
A-1 attached hereto and incorporated herein together with a nonrexclusive right for vehicular and
pedestrian ingress and egress and vehicular parking over and across all roads and parking lots
within the ISU Campus, as they may exist from time to time sufficient to provide reasonable
access to and from and parking for the Facilities, together with all easements and rights
appurtenant hereto all existing improvements thereon (the “Premises’).

As used herein the term “Premises’ refers solely to the rea property and existing
improvements and not to any improvements to be constructed thereon from time to time during
the term of this lease.

3. Term: The Term of this Site Lease shall be a period commencing on the date
hereof and expiring June 30, 2038, unless earlier terminated pursuant to paragraph 9 hereof.

4, Rent: The Premises are leased to Authority without consideration as authorized
pursuant to Idaho Code, Section 67-6421.

5. Development: Authority shall have the right to raze existing improvements, and

develop, acquire and construct Facilities on the Premises in accordance with the Facilities Lease.

In the event the Facilities Lease expires or is terminated for any reason except by the State as
provided in paragraph 9 below, Authority may use the Premises for any lawful purpose.

6. Permanent Easements: At Authority’s request or as may be reasonably
required, State shall grant to public entities, public service corporations, or to Authority such
rights-of-way, utility, or other permanent easements on, over or through the Premises and
adjacent property owned by State for telephone, electricity, water, sanitary or storm sewers or
both, site drainage and for other utilities and municipal or special district services necessary or
appropriate to serve improvements constructed thereon by Authority.

7. Easementsin Event of Expiration or Termination of Facilities Lease: The
Facilities are or may be designed and constructed adjacent to improvements constructed on that
certain real property located in Bannock County, Idaho, specifically described in Exhibit B
attached hereto and incorporated herein (collectively the “ Adjacent Improvements Building”).
The Facilities and Adjacent Improvements Building are or may be mutually dependent upon the
other with regard to utilities, equipment, ingress and egress. In the event the State fails to renew
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the Facilities Lease or the State’ s rights to use the Facilities under the Facilities Lease otherwise
terminate, except termination by the State pursuant to paragraph 9 hereof, State and Authority,
during the term of this Site Lease, agree as follows:

@ The State and Authority each hereby grant to the other, their respective
tenants, contractors, employees, agents, licensees and invitees, and the subtenants, contractors,
employees, agents, licensees and invitees of such tenants, for the benefit of the Facilities and the
Adjacent Improvements Building, as grantees, a nonexclusive easement for ingress and egress
for pedestrian traffic and life safety purposes, over and across those portions of the Facilities and
Adjacent Improvements Building devoted to hallways, walkways, doorways, lobbies. stairways,
elevators, and all other entrances and exits to and from the Facilities and Adjacent Improvements
Building and as such areas shall exist from time to time (collectively the “ Shared Accesses’).

(b) The State and Authority each hereby grant to the other their respective
tenants, contractors, employees, agents and invitees, for the benefit of the Facilities and the
Adjacent Improvements Building, as grantees, a nonexclusive easement under, through and
across the Facilities and Adjacent Improvements Building for the installation, operation,
maintenance, repair and replacement of water drainage systems or structures, water drainage,
water mains, sewers, water sprinkler system lines, telephones, communication lines and systems,
wireless communications and systems, electrical conduits or systems and the light produced from
the same, heating and cooling, ventilating and ducts, lines, controls and system components, and
the heating and cooling produced from the same, gas mains, elevators and its component parts,
controls and systems, and other public or private utilities or systems as are reasonably necessary
for the planned construction and incorporated design of the Facilities and Adjacent
Improvements Building and as the same shall exist from time to time (collectively the “ Shared
Utilities’).

(© The cost of operating, maintaining, repairing or replacing any of the
systems, lines, components or equipment shared in the use and operation of the Facilities and
Adjacent Improvements Building shall be shared equally between the operator or occupant of the
Premises and the State.

(d) Any ateration, modification or remodel of the Adjacent Improvements
Building which affects the Shared Accesses or the Shared Utilities shall be subject to the prior
written consent of the Authority, which consent shall not be unreasonably withheld, conditioned
or delayed. Any alteration, modification or remodel of the Facilities which affects the Shared
Accesses or the Shared Utilities shall be subject to the prior written consent of the State, which
consent shall not be unreasonably withheld, conditioned or delayed.

(e In the event of damage, destruction or condemnation of the Adjacent
Improvements Building, State shall repair, restore, rebuild or replace the Adjacent Improvements
Building to its condition prior to the damage, destruction or condemnation or as otherwise
approved by the Authority, which approval shall not be unreasonably withheld, conditioned or
delayed; provided that the cost of such obligation shall not exceed the net proceeds of any
insurance or condemnation award with respect to the Adjacent Improvements Building and if the
net proceeds of any insurance or condemnation award are insufficient to repair, restore, rebuild
or replace the Adjacent Improvements Building to its prior condition, the State shall nonetheless
restore or replace the Adjacent Improvements Building to the extent necessary to permit the
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Premises and Facilities to function as a separate complex. In the event of damage, destruction or
condemnation of the Facilities, the owner or operator of the same shall repair, restore, rebuild or
replace the Facilities to its condition prior to the damage, destruction or condemnation or as
otherwise approved by the State, which approval shall not be unreasonably withheld, conditioned
or delayed; provided that the cost of such obligation shall not exceed the net proceeds of any
insurance or condemnation award with respect to the Facilities and if the net proceeds of any
insurance or condemnation award are insufficient to repair, restore, rebuild or replace the
Facilities to its prior condition, the owner or operator of the Facilities shall nonetheless restore or
replace the Premises and Facilities to the extent necessary to permit Adjacent Improvements
Building to function as a separate complex.

8. Right to Assign: Subject to the rights of State under the Facilities Lease and
subject to State's consent, which shall not be unreasonably withheld, Authority shall have the
right to assign this Site Lease. State hereby consents to any assignment by Authority to secure
any Mortgage described in paragraph 10 hereof. In the event of such an assignment, except
assignments to secure such Mortgages, Authority stell be released from any and all liabilities
arising or accruing under this Site L ease after the date of such assignment.

0. Optional Termination: At such time as all sums owing for any bonds or notes
issued by Authority to finance Facilities and all other obligations of the Authority relating to the
Facilities or the Premises have been paid in full or provisions for such full payment have been
made to the satisfaction of ; Authority, the State shall have the right, at its option, to terminate
this Site Lease by written notice to Authority and all alterations, improvements, replacements
and appurtenances on or to the Premises, including the Facilities, shall be deemed to be part of
the Premises and shall revert to State and shall become the sole and absolute property of State.

10. Mortgages: Authority shall have the right at any time and from time to time to
pledge, lien or otherwise encumber its leasehold interest herein granted and its interest in any or
al improvements thereon and appurtenances thereto by one or more mortgages, deeds of trust,
assignment, or other encumbrances (herein referred to as “Mortgages’), as security for aloan or
loans or other obligation of Authority, provided that:

@ The Mortgages and all rights acquired thereunder shall be subject to each
and al of the covenants, conditions, and restrictions set forth in this Site Lease and shall be
subject to al rights and interests of State as provided in this Site Lease and shall not encumber
State’' s fee title to the Premises.

(b) Authority shall give State prior notice of any such Mortgages, and shall
accompany the notice with a true copy of such Mortgages and any indebtedness secured thereby.

11. |ndemnification: Authority shall indemnify and hold the State, its agents,
representatives, employees and assigns, harmless from and/or against any and all claims,
damages, costs, liahilities, and expenses (including reasonable attorneys fees and defense costs)
arising out of or relating to Authority’s possession, operations or performance under this Site
Lease.
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This indemnification does not apply to claims, damages, costs, liabilities, and
expenses (including reasonable attorneys fees and defense costs) which are or are alleged to be
caused, in whole or in part by any act or omission for which Authority is indemnified under the
Facilities Lease, or by negligent or otherwise wrongful acts, errors, omissions or fault on the part
of the State, or its employees, agents, representatives, or assigns, or is a result of the ‘s State's
breach of this Site Lease.

12. Hazardous/Materials: In the event any hazardous materials are found to exist in
or under the Premises prior to the date of this Site Lease, State, at State’s cost and expense, shall
cause such hazardous materials to be moved, emediated or abated in compliance with all
Environmental Laws. State hereby agrees to indemnify, defend, and hold Authority harmless
from and against any and all claims, damages, liabilities, costs, expenses (including reasonable
attorneys fees), causes of action and judgments arising out of or related to hazardous materials
existing in, or under the premises prior to the date of this Site Lease. As used herein, the term
“environmental laws’ shall mean the Comprehensive Environmental Response Compensation
and Liability Act of 1980, as amended (CERCLA) the Resource Conservation Recovery Act, as
amended (RCRA), the Federal Water Pollution Control Act, the Clean Air Act and any similar
local, state or federal law, rule, ordinance or regulation. As used herein, the term “hazardous
materials’ shall mean any hazardous substance, pollutants, contaminants, or other hazardous
waste or toxic substances defined in any environmental laws including, without limitation,
petroleum and petroleum products, asbestos and asbestos containing materials, PCBs and urea-
formaldehyde.

Authority shall not, nor shall it allow others to, accumulate, use, or store on the Premises
materials classified as hazardous, biomedical or toxic waste except in compliance with al state,
federal, or local laws, rules or regulations. Authority shall comply with any lawful order by an
entity reposed with Authority to regulate the use, accumulation, storage or disposal of hazardous
waste. Authority shall not be responsible for any of such materials placed on the Premises by or
through State prior to or during any term of the Facilities Lease.

13.  Zoning/Building Restrictions: This Site Lease is subject to all applicable zoning
ordinances and restrictions and all limitations of record, and is subject to any and all easements
for public utilities of record. State warrants that such ordinances, restrictions, limitations and
easements do not prevent the use of the Premises as provided for in the Facilities Lease.

14.  Waste and Nuisance Prohibited: Authority shall comply, during the term of this
Site Lease, with all applicable laws affecting the Premises, the violation of which might result in
any penalty assessed upon State or forfeiture of State'stitle to the Premises. Authority shall not
commit, or suffer to be committed, any waste on the Premises or improvements, or any nuisance.

15. Remedies and Forbearance/Waivers: No delay or omission on the part of State
or Authority to exercise any right or power granted herein shall impair any such right or power
nor shall be construed as a waiver thereof, and every such right or power may nevertheless be
exercised.

16.  Officials, Agents, and Employees Not Personally Liable: It is agreed that in no
event shall any official, officer, employee or agent of Authority, nor any official, officer,
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employee or agent of State be in any way personaly liable or responsible for any covenant or
agreement herein contained, whether expressed or implied, nor for any statement, representation
or warranty made herein or in any way connected with this Site Lease.

17. Quiet Enjoyment: State covenants that Authority shall have the peaceful and
quiet enjoyment of the Premises for the term of the Site Lease.

18. Right of Entry: Authority shall permit State and the agents and employees of
State to enter into and upon the Premises at all reasonable times for the purpose of inspecting the
same, or for the purpose of posting notices of nonresponsibility for alterations, additions, or
repairs, without any rebate of rent and without any liability to Authority for any loss of
occupancy or quiet enjoyment of the Premises thereby occasioned; provided, however, that State
shall first give twenty four (24) hours written notice of its desire to inspect the Premises and such
inspection shall be accompanied by a designated representative of Authority. Such notice and
inspection procedures shall not apply during any term of the Facilities Lease.

19. Default: In the event State shall at any time deem Authority to be in breach of
this Site Lease, State shall promptly notify Authority, in writing, stating specifically the nature of
any such alleged breach. Authority shall not be deemed to be in default hereunder unless
Authority fails to commence to cure any such default within ninety (90) calendar days after its
receipt of such written notice and to diligently proceed to cure such default within a reasonable
time. Inthe event of default State shall have al rights and remedies provided by law.

20.  Attorney Fees and Costs: In the event that either party to this Site Lease shall
enforce any of the provisions hereof in any action at law or in equity the prevailing party to such
litigation shall be entitled to recover from the other party or parties all costs and expenses,
including reasorable attorney fees, incurred therein.

21. | ntegration: This Site Lease embodies the entire agreement and understanding of
the parties relating to the subject matter herein and supersedes all prior understandings relating
thereto. This Site Lease shall ot be modified except in writing signed by al parties to be bound.

22. Execution of Documents: The parties agree that they shal sign or cause to be
signed al documents necessary to the effectuation of this Site Lease or any of the provisions
herein.

23. Warranty of Title: State warrants to Authority that it has the power and authority
to enter into this Site Lease and that the execution, delivery of this Site Lease and the
performance of the contractual obligations set forth herein are not in violation of any federal,
state, or local statute, ordinance, rule or regulation and that no consents not already obtained are
required. State further warrants that State has good and marketable title to Premises, free and
clear of al claims, liens and encumbrarces.

24. Notices: All notices under this Site Lease shall be in writing and shall be deemed
to have been duly given on the date of service if served personally on the party to whom notice is
to be given, or on the date of mailing if mailed to the party to whom natice is to be given by
registered or certified United States mail, postage prepaid, and properly addressed as follows:
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If to State: |daho State University

withcopy to: Department of Administration
Attn: Director
Statehouse Mail
Boise, Idaho 73720

If to Authority: Idaho State Building Authority
Attn: Executive Director
Post Office Box 2802
Boise, 1daho 83701

The addresses provided above may be changed and additional addresses or
notices may be specified from time to time by notice given in writing in accordance with this
Section.

25. Binding Effect: This Site Lease shal be binding upon and shall inure to the
benefit of the heirs, persona representatives, successors and assigns of the parties.

26. Severability: If any term or provision of this Site Lease or the application of it to
any person or entity or circumstances shall to any extent be invalid or the remainder of this Site
Lease or the application of such term or provision to persons, entities or circumstances, other
than those as to which it isinvalid or unenforceable, shall not be affected thereby, and each term
and provision of this Site Lease shall be valid and shall be enforced to the extent permitted by
law.

27. Headings: Section headings contained herein are for convenience and reference
and are not intended to define or limit the scope of any provisions of this Site Lease.

28. Counterparts: This Site Lease may be smultaneoudly executed in severa
counterparts, each of which shall be an original and al of which shal constitute but one and the
same instrument.

29. Time of the Essence: Timeis of the essence of this Site Lease, and of each and
every covenant, term, condition, and provisions thereof.

30. Recording Copy: Either party may, at its option and expense, record this Site

Lease.
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IN WITNESS WHEREOF, the parties have caused this Site Lease to be executed
effective as of the day and year first above written.

STATE: AUTHORITY:

STATE OF IDAHO acting by and through IDAHO STATE BUILDING AUTHORITY
IDAHO STATE UNIVERSITY

By By
Its V. L. “Bud” Tracy, Its Chairman

Attest
Wayne V Meuleman, Its Secretary
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STATE OF IDAHO )
) SS.
County of )
On this day of , 2003, before me, the undersigned, a Notary
Public in and for said state of Idaho personally appeared known or
identified to me to be the who acknowledged to me that he executed

the within Site Lease on behalf of 1daho State University in his representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officia seal the
day and year in this first above written.

Notary Public for 1daho
Residing at
Commission Expires.

STATE OF IDAHO )
) SS.
County of Ada )
Onthis day of , 2003, before me, the undersigned, a Notary

Public in and for the state of Idaho, personaly appeared V.L. Bud Tracy and Wayne V
Meuleman, known or identified to me to be respectively the Chairman and Secretary of 1daho
State Building Authority, each of whom acknowledged to me that they executed the within Site
Lease on behalf of the Idaho State Building Authority in their representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my official seal the
day and year in this first above written.

Notary Public for Idaho
Residing at Boise, Idaho
Commission Expires.
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EXHIBIT A-1

REAL PROPERTY DESCRIPTION

[legal description based upon survey]
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EXHIBIT A-2

PARKING DESCRIPTION
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EXHIBIT B

DESCRIPTION OF IMPROVEMENTS COMPRISING THE FACILITIES

Components of the complex will include a 75,000 square-foot Multi-Use Classroom
Building, a 25,000 square-foot Student Union Annex, and housing for 300 students.

The classroom building will contain classrooms of various sizes, seminar rooms, and
lecture halls. Specialty areas will include computer labs and one large lecture classroom that is
also being designed as a planetarium. No department offices will be located within the building.

The Student Union Annex will be ISU’s main foodservice venue and will include a “cyber-café’
and a 24- hour computer lab. Wireless technology will allow laptop use throughout the building.
The residential/housing area will provide two, three, or four bedroom suites. Each suite will
contain alaundry area and kitchen.

Total Square Footage: 94,500
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DEVELOPMENT AGREEMENT
(Idaho State Universaty Classroom and Portion of Residence Building)

THISDEVELOPMENT AGREEMENT (* Agreement”) ismade and entered into as of the

day of , 2003, by and betweentheIDAHO STATE BUILDING AUTHORITY (the

“Authority”) and the STATE OF IDAHO (the “State’), acting by and through its Department of

Adminigration (“IDOA”) through its Divison of Public Works (“DPW”) and IDAHO STATE
UNIVERSITY (“ISU").

RECITALS

A. The Authority intends to acquire certain educationa and academic facilities (the
“Facilities’) to be congtructed on the Idaho State University Campus located at Pocatello, 1daho.

B. Red property located within the ISU Campus shown as “Facilities’ on the Site
map atached hereto as Exhibit A has been leased to the Authority under a Site L ease dated as of
, 2003, upon which the State shall cause the Fecilities to be constructed for the

Authority.

C. Concurrently with the congtruction of the Facilities, the State shdl cause to be
constructed certain student residence improvements (“ Adjacent Improvements’) adjacent to the
Facilities on that red property shown on Exhibit A as*Adjacent Improvements’. The Facilitiesand
Adjacent Improvements shdl be congtructed as a single project under CM Agreement, as defined
below, and shdl be collectively referred to herein as the “ Project.”

D. The Authority intends to issue its revenue bonds to provide funds which,
together with other funds that may be provided by the State, shdl be gpplied to payment of costs of
planning, designing and congructing the Fecilities.

E The Adjacent Improvements will be congtructed with funds other than the
revenue bonds issued by the Authority.

F. The Authority and the State desire that the Authority control the funds for the
congruction of the Adjacent Improvements and to keep such funds separate from the funds for the
congtruction of the Facilities.

G. The State has entered into a construction management contract dated
November 8, 2001(the “CM Agreement”) with a qudified and licensed construction manager, Brennan
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Congtruction Company, Inc. (the“CM”) for professond services in the management of contracts for
the congtruction of the Project and has entered into a professiona services agreement dated December
20, 2000 (the “ Architect Agreement”) with a qudified and licensed architect, MHTN Architects, Inc.
(the “ Architect”) to prepare plans and specifications (the “Plans’) for the Project. Additiondly, the
State intends to enter into additional contracts as may be necessary and appropriate to cause the
Project to be completed in accordance herewith. Herein, al such contracts are collectively referred to
as the “State Contracts’.

H. The State, acting through IDOA and 1SU has agreed to lease the Facilities from
the Authority pursuant to alease agreement (the “Fecilities Lease”) dated as of :
2003.

I.  The Authority and State desire to set forth in this Agreement their respective
respons bilities and agreements with respect to the Project and the planning, design and construction
thereof.

NOW, THEREFORE, IT IS AGREED:

1 Recitals: The parties acknowledge the foregoing Recitds are true and are
incorporated into this Development Agreement asif set forth in full.

2. Authority of DPW to Act for State: DPW is authorized and empowered to
act on behdf of the State in dl respects pertaining to the planning, design and construction of the Project
and asto al of the obligations of the State under this Agreement. IDOA and ISU hereby authorize
DPW to act as their representative and agent and agree to be fully bound by al acts, authorizations,
representations and decisons of DPW, except as otherwise expresdy provided in this Agreement.

3. Final Design and Approvals: The State shdl secure the completion of the
find Plansfor the Project, which shall include detalled plans and specifications suitable for bidding and
award of congtruction contracts, and shal secure the written approval thereof, in aform acceptable to
the Authority, by the of 1SU, by the Permanent Building Fund Advisory
Council, and by the Adminigtrator of DPW. A complete set of the approved Plans shdl be provided to
the Authority.

4, Design and Congtruction of Project: The State agreesthat it shdl cause the
design and congtruction of the Project to be substantialy completed in every materid respect asfollows:
@ Thefind Plansfor the Project shdl be subject to the written gpprova of
ISU and shall not be materialy changed without the written gpprova of 1SU and the prior written
consent of the Authority, which consent shall not be unreasonably withheld.
(b) The Project and every part thereof shall be constructed in a sound and
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workmanlike manner and shall be free from dl materid design or construction defects.

(© The Project and every part thereof shal be constructed in accordance
with the gpproved Plans, gpplicable building codes and dl other gpplicable governmenta regulations
and requirements.

(d) The State shal have full responsihility to cause the design and
congtruction of the Project to be properly completed in al substantia respects in accordance with the
objectives, requirements and needs of 1SU for use of the Facilities as educationa and academic
fadlities

(e DPW shdl, at its expense, provide quaified personnd to perform
necessary services in the adminigtration of the State Contracts and in the ingpection of work and
sarvices through the design and congtruction of the Facilities.

5. Cosdts:

@ Budget: The State has approved a budget that they reasonably expect
to include al costs and expenses for the congtruction of the Project, including a reasonable amount for
contingencies, a copy of which is attached hereto as Exhibit A (“Budget”). The State hereby represents
and warrants to the Authority that the Project, as designed, can be completed for the amount set for the
in the Budget on or before the completion date set forth in Article 8 hereof.

(b) Expendituresto Date: As of the date of this Agreement, the State
hereby represents, warrants and agrees that it has expended the following amounts for the planning,
design and congruction of the Project which amounts were included in the Budget.

(© Thesumof $ for surveys, engineering studies, project planning
and programming and design services and related costs ($ for the Facilities and
$ for the Adjacent Improvements).

(d) Thesumof $ payable under the CM Agreement
$ for the Facilitiesand $ for the Adjacent Improvements).

(e [other]

6. Additional Available Funds:

@ The State represents and warrants to the Authority that additional
funds totaling Three Million Three Hundred Twenty Three Thousand Dollars ($3,323,000) are currently
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available to the Authority from the State to pay codts of the Facilities (the “ Stat€' s Additional Funds’).
Prior to issuance of the Bonds, the State will transfer the State’ s Additiona Funds to the Authority, and
the Authority will deposit such fundsinto the Construction Fund crested under the bond resolution for
the Bonds (the “ Congtruction Fund”).

(b) ISU represents and warrants to the Authority that additiona funds
totding Twenty Three Million Three Hundred Nine Thousand Doallars ($23,309,000) are currently
available to the Authority from 1SU to pay costs of the Adjacent Facilities (the“1SU’s Additiona
Funds’). Prior to issuance of the Bonds, the ISU will transfer ISU’s Additional Fundsto the Authority,
and the Authority will deposit such fundsinto the Construction Fund crested under the bond resolution
for the Bonds the Congtruction Fund.

(© The State’ s Additiond Funds and ISU’s Additional Funds shdl be held
and gpplied by the Authority, together with funds providing by the issuance of the Bonds, for application
to pay the cogts of the Project in accordance with this Agreement and in accordance with the bond
resolution for the Bonds.

7. Financing by Authority: The Authority agrees to issue revenue bonds or
notes from which atotd of Twelve Million One Hundred Seventy- Seven Thousand Dollars
($12,177,000) shall be deposited into the Congtruction Fund to be gpplied, with the State’ s Additiona
Funds and ISU’s Additiond Fundsto pay Costs of Acquisition and Congtruction as defined in the
Facilities Lease and to pay the costs of congtruction of the Additiona Improvements. The Congtruction
Funds shall be separated into two (2) separate accounts on two separate ledgers within the
Congtruction Fund; one account shal include the bond funds and the Additiona Funds allocated to the
Fecilities (but not the Adjacent Improvements) (“Facilities Fund”), and one account shall include ISU’s
Additiona Funds dlocated for the costs of the Adjacent Improvements (“Adjacent Fund’). The
Authority shdl pay from its Congtruction Fund costs of the Project, not to exceed the tota available
funds in the Congruction Fund, as follows:

@ All cogtsincurred directly by the Authority in connection with the Cost
of Acquisition and Congtruction as defined in the Facilities Lease shdl be paid from Facilities Fund.

(b) All reasonable cogts incurred by the State pertaining to the planning,
design and congtruction of the Project, (allocated between the Facilities Fund and the Adjacent fund as
provided in paragraph 9 below) asfollows:

0] the actual amounts owing by the State under the State
Contracts, as and when due, less amounts previoudy paid thereunder by the State; and

(i) the actual amounts owing by the State for any other purpose
pertaining to the Facilities gpproved in advance by the Authority and not to exceed the amount
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approved in advance by the Authority.

The Authority agreesto provide to the State, upon request, periodic statements detailing
expenditures from the Congtruction Fund.

8. Guaranty of Completion and Cost: The State has undertaken or will
undertake the planning, management, control and direction of the design and congtruction of the Project
and does hereby guaranty to the Authority that the Project shal be completed as required in this
Agreement. State agrees to be respongible for dl risks relating to the planning, design and congtruction
of the Project, including but not limited to:

@ The faults, failure or defaults of any employee, agent, representative, or
contractor engaged by the State to perform any service or work pertaining to the Project;

(b) Cost overrunsfor any reason including, without limitation, any forseen
or unforeseen, anticipated or unanticipated conditions, delays, materia shortages; actions of any persons
or entity (other than the Authority); any State actions to control the progress of the work; any legd
restrictions upon the States’ ability to enter into or perform the State contracts or other events which
may entitle any contractor or other person or entity to additiona funds; and

(© Failure to substantidly complete the congtruction of the Project to be
available for occupancy not later than September 30, 2005, subject to reasonable extensions approved
by the Authority, which gpprova shdl not be unreasonably withheld.

9. Payment Procedure: The State shal submit to the Authority not more
frequently than monthly a written gpplication for payment based upon the work completed during the
immediately preceding month. Each gpplication for payment shal designate with particularity the work
completed, equipment and materials stored at the Site for other approved location and other appropriate
work or services completed (the “Work™) for each the Fecilities and the Adjacent Improvements and
the amount of the gpplication to be disbursed from the Facilities Fund and the amount of the application
to be disbursed from the Adjacent Fund. On or before the requested payment becomes payable by the
State, but not less than 15 calendar days after receipt of the gpplication, the Authority shall make
payment on behdf of the State, the sum representing Work for the benefit of the Facilities and the sum
representing the Work for the benefit of Adjacent Improvements. The amount payable by the Authority
shal not exceed the sum actudly owing by the State for which such gpplication ismade. The State shall
monthly provide to the Authority an estimate of cash flow requirements dlocated from the Facilities
Fund and from the Adjacent Fund for the succeeding three (3) months and the Authority agreesto
arrange the availability of fundsto be paid hereunder accordingly, if possible, or to notify the State of its
inability to do so.
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Investment earnings received from investment of monies in the Adjacent Fund shall be
deposited into the Adjacent Fund. Upon completion of the Adjacent Improvements, and the payment
infull of dl amounts due under the State Contracts relaing to the Adjacent Improvements, the Authority
shdl, or shall cause the trustee for the Bonds to, transfer to ISU any remaining funds in the Adjacent
Fund.

10. Construction Progress Certifications: At any time upon request and
regularly with any gpplication for payment of sums owing under the State Contracts, the State shall
furnish to the Authority certifications, in aform acceptable to the Authority, Signed by the Architect, the
CM and DPW. Such certifications be in accordance with the certificates required by and pursuant to
the State Contracts, and subject to the rights and obligations of the Architect, the CM and DPW
thereunder, shdl gtate that the amount applied for fairly represents the vaue of work then performed
and shdl further date that:

@ The work represented thereby has reached the stated percentage or degree of
completion;

(b) That, to the best of the certifiers knowledge, information and belief, al work
performed substantialy complies with the gpplicable State Contract, the Plans and this Agreement, or
that, if any work does not so subgtantidly comply, the certification shall include areport specifying in
reasonable detail al areas and aspects in which the work does not comply and such progress payment
shdl not be made for such non-conforming work, and

(© That the unpaid baance of monies thereafter payable under the applicable State
Contracts, together with unexpended funds available for change orders as provided herein, is aufficient
to complete the Project.

11. Conditional Assgnment of Contract Rights: The State hereby assgnsto
the Authority dl of itsrights and interest in and to the State Contracts. This assgnment is to secure the
State' s grict performance of the terms of this Agreement and shdl be fully effective only upon the
default of the State hereunder. The State, and not the Authority, shall remain solely responsible for
performance of the State Contracts notwithstanding such assignment. Nothing hereunder shdl obligate
the Authority either now or in the future to assume or perform the State€' s obligations under the State
Contracts.

12. Conveyance of Facilities: The State hereby sdls, assgns, grants and conveys
to the Authority dl of the following:

@ Theinterest of the State in and to the Plans and al drawings and design
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documents and materias of every kind or nature relating to the design of the Project; however, the State
retains the right to use of the Plans, drawings, design documents and other materials to expand, dter,
modify, repair or improve the Facilities during the term of the Facilities Lease;

(b) All work in progress, materids, equipment, supplies, and other persona
property of every kind or nature, whether or not stored on the site of the Project, furnished under the
State Contracts, or paid for with funds furnished by the State, or paid for with funds furnished by or
through the Authority; and

(© The Fecilities and dl rights and interests of the State thereto subject to
the provisons of the Site Lease.

13. Notice Upon Default by Contractors: In the event of amaterid default by
any contractor under the State Contracts and prior to the State taking action to (i) terminate such
contract or suspend performance of the work, (ii) employ a separate contractor to perform portions of
the work, or (iii) otherwise take action with respect to such defaulting contractor, the State shal provide
the Authority written notice of its proposed or intended actions at least five (5) days prior to taking any
such action and shall secure the Authority’ s written consent to such action, which consent shdl not be
unreasonably withheld by the Authority.

14.  Authority Consent for Changes Required Consent by the Authority shdl be
required for (a) any single change affecting the cost of the Project by more than Fifty Thousand Dollars
($50,000), or cumuletive changes having an aggregate cost of more than Two Hundred Thousand
Dollars ($200,000) and (b) to any single change delaying substantial completion of the Facilitiesby
more than thirty (30) days or cumulative changes ddaying substantid completion in the aggregate by
more than sixty (60) days. The consent of the Authority may be withheld until, or conditioned upon,
receipt by the Authority of necessary funds to complete the itemsin the change order.. The State shdll
not gpprove or initiate changes so affecting costs or delays without the prior written consent of the
Authority, which consent shal not be unreasonably withheld. The Authority agreesto provide its
consent hereunder within a reasonable time as determined by the circumstances giving rise to such
changes and within sufficient time to permit the State to take gppropriate action regarding such changes.

In any ingtance in which changes occur which affect costsin excess of such amounts, the express
written concurrence of 1SU shal be obtained prior to requesting the Authority’ s consent to such
changes. The Authority’s consent to any such changes or delays shal not modify the obligetion of the
State to pay rent commencing July 1, 2004 as provided in the Facilities Lease.

15. Access to Facilities and | nfor mation: The Authority, its agents, employees
and representatives, shall have reasonable access to the congtruction site of the Project, to al materids,
equipment and/or supplies relating thereto, to dl materias, documents and information held by the State
or any project representative or any third party employed by, representing, or acting in any way asthe
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agent of the State, and to al documents, materias, plans and other information held by the contractor or
its agents, subcontractors, or suppliersthat islegdly or in fact available to the State.

Upon completion of the Project, the DPW shdl maintain for the benefit of the Authority
(i) one complete set of “as-built” Plans (drawings and specifications) of the Project, (ii) one complete
set of operating manuas, and (iii) copies of al written warranties.

16. Insurance: In addition to the insurance required under the Facilities Lease, the
State shal procure and maintain builder’ s dl risk insurance insuring the Facilities againgt loss or damage
from insurable perils, including flood and earthquake if available on reasonable terms. Such insurance
ghdl be in the amount of the full replacement cost of the Facilities and shdl include loss of use or |oss of
rents and soft costs with limits acceptable to the Authority. All such insurance shdl include the Authority
as an additional named insured and shall contain aloss payable clause covering the interest of any
trustee gppointed by the Authority in connection with the issuance of bonds. Prior to commencing
congruction of the Facilities, the State shdl provide to the Authority and its trustee a certificate of
insurance, in aform acceptable to the Authority, evidencing such insurance.

17. | ndemnification: The State shal indemnify, defend and hold the Authority
harmless from any clam, liahility, loss, or expenses of any nature rdating to or arisng out of this
Agreement, the Facilities, or any work performed in connection therewith, the State Contracts or arising
out of or relaing to any act or omisson of any employee, agent, representative, consultant or other
person acting on behdf of the State. Thisindemnification shdl run to the Authority, its officers,
directors, employees, and representatives. Thisindemnification shal include dl reasonable attorney’s
fees and other reasonable defense costs. In the event the State fails or refuses to indemnify or defend
the Authority without reservation or condition asto any such clam againgt the Authority, the Authority
may, if it 0 eects, defend itsdf with counsel it selects without limiting in any way the obligations of the
State hereunder, and dl costs incurred by the Authority in such instance, and any judgment or other
clam rendered againgt the Authority or determined by the Authority to be due, shdl be immediately due
and payable from the State.

Nothing in this paragraph 16 shall be construed as the agreement of the State to
indemnify the Authority from liability for damages arising out of director’s and officer’ sligbility, persond
injury or damage to property caused exclusvey by the mafeasance or negligence of the Authority.

18. Non-Assgnment by State: The State shdl not assign this Agreement. In the
event the State delegates any of its obligations under this Agreement to any independent third party
engaged by or employed by the State in connection with the Facilities, no such delegation shdl reduce
or in any way limit the State' s obligations hereunder.

19.  Assumption of Rights of Authority: Therights of the Authority hereunder
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run to the Authority, and its successors and assigns, and dl rights of the Authority hereunder shdl be
assignable to and enforcesable by any bondholder of the Authority, or any trustee representing the same
to the same effect and in the same manner as enforceable by the Authority itsdlf.

20. Notice of Default: In the event either party contends that a default or clamed
default has occurred hereunder, such party shal prior to taking any legd action to enforce its rights
hereunder, give written notice of such default or clamed default to the other, specifying with reasonable
detail the nature of such defaults. The party dlegedly in default shal have fifteen (15) days from the date
such noticeis given to cure such default. Provided, however, such notice shdl not be required if the
default itsdlf or any delay in taking legd action for the period required for notice has the effect of limiting
or terminating the rights of party not in default or if such default is such that it cannot be cured by the
defaulting party, and in such instance, the non-defaulting party shal use reasonable efforts to give notice
to the other as may be reasonable and practica in the circumstances, but may take immediate action
itself to correct or cure the default and exercise dl other rights hereunder.

21. Remedies on Default of State: In the event of any default hereunder, the
Authority shdl have any or dl of the following remedies
@ All remedies provided under the Fecilities Lease;

(b) Theright to recover dl of its damages, including but not limited to compensation
for loss of use of the Facilities and/or loss of rental income;

(© Upon written notice pursuant to paragraph 20 to the State of its default, the
Authority shal succeed to dl rights and remedies of the State under the State Contracts assgned
hereunder to the Authority, but shdl not thereby itsdf become lidble under any of such contracts;

(d) If the State’ s default may be cured or mitigated by the payment of money or by
completion of the work, the Authority may in its sole discretion, but shall not be obligated to, pay such
sums as the Authority deems gppropriate, or complete the work or such portion thereof as the Authority
deems appropriate, and al sumsincurred or paid by the Authority shal beimmediately due and payable
to the Authority by the State;

(e Injunction, specific performance, equitable relief, and

@ No remedy hereunder shdl be exclusive, nor shal the Authority’ s decison to
pursue one remedy congtitute an eection of remedies.

22. Notice: Inthe event notice is required hereunder, such notice shal be deemed

given upon depositing the same in the United States mail by certified mail, return receipt requested, to
the following persons a the following addresses:
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Idaho State Building Authority
Post Office Box 2802

Boise, 1daho 83701
Attention: Executive Director

Idaho Department of Adminigtration
Statehouse Mall

Boise, Idaho 83720

Attention: Director

23. Authorized Representative: The Executive Director of the Authority is
authorized to act for the Authority regarding al matters contained in this Agreement. The Administrator
for Divison of Public Works shdl represent the State of 1daho asto dl matters contained in this
Agreement.

24.  Attorney Fees: Inthe event either party to this Agreement isrequired to
initiate or defend litigation with respect to the terms hereof or to enforce any of its rights hereunder, the
prevailing party in such litigation shal be entitled to reasonable attorney’ s fees incurred in such litigation,
including dl discovery costs and costs of expert witnesses, together with al reasonable litigation
eXpenses.

EXECUTED on the dates st forth below.

IDAHO STATE BUILDING AUTHORITY

By:

Chairman
Date:

STATE OF IDAHO, DEPARTMENT OF
ADMINISTRATION, DIVISION OF
PUBLIC WORKS

By:
[ts Administrator
Date:
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IDAHO STATE UNIVERSITY

By:
Its
Date:
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EXHIBIT A

BUDGET
07/01/03
Idaho State University

Rendezvous Multi-Use Project

12,177,000.00

State Deposits 3,323,000.00

ISU Bond Proceeds 23,309,000.00

Total Funds Available $38,809,000.00

Uses of Construction Funds Budget Paid To Date Balance

Design Fees and Costs 2,452,750.00 (1,556,799.00) 895,951.00

Construction Management 2,861,689.00 (121,029.00) 2,740,660.00
Construction Contracts 30,638,311.00 30,638,311.00

Construction Testing 100,000.00 100,000.00
Consultant Services -

Special Equipment 950,000.00 950,000.00

Plan Check/Advertising 45,581.00 45,581.00
Site Survey/Investigation 60,300.00 (35,688.00) 24,612.00

Contingency Allowance 1,700,369.00 1,700,369.00

Total $ 38,809,000.00
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FACILITIESLEASE
(Idaho State Universty Classroom and Portion of Residence Building)

THISFACILITIESLEASE, madeasof the__ day of , 2003, betweentheIDAHO
STATEBUILDING AUTHORITY (the*Authority”), aslessor, and the STATE OF IDAHO (the“ Sie'),
acting through the IDAHO DEPARTMENT OF ADMINISTRATION (*IDOA”) andIDAHO STATE
UNIVERSITY (“ISU”), with the consent and approva of the IDAHO STATE BOARD OF
EDUCATION, aslessee.

RECITALS

A. The Authority was created by the |daho State Building Authority Act, Title67, Chepter 64,
Idaho Code (the “Act”), to finance, congtruct, and operate facilities for the purposes set forth in the Act;
and

B. The Authority isempowered by the Act, among other powers, to acquire property; to enter
into agreements with the State of 1daho or any agency, board, department or commission thereof for the
financing of facilities; to providefor the acquisition, devel opment, congtruction, recongtruction, improvement,
dteration, maintenance, operation, or repair of facilities or parts thereof; and to lease such facilities as
provided by the Act; and

C. In accordance with the provisons of Idaho Code, Section 67-6410(a), the Idaho
Legidature, pursuant to House Concurrent Resolution No. 30, First Regular Session of the Fifty-saventh
Legidature, has authorized the IDOA and ISU to enter into agreements with the Authority as may be
reasonable and necessary for the purpose of providing financing and development of educationd facilities
(defined herein as the "Facilities"), for use by 1SU; and

D. Concurrently herewith, the Authority hasleased thereal property described in Exhibit A-1
together with rights of ingress, egress and parking over thered property depicted on Exhibit A-2 pursuant
to the Site L ease, as defined hereinafter, to finance and acquire the Facilities, and to lease the Facilitiesback
to the State pursuant to this Facilities Lease; and

E The Authority intendsto finance the cost of acquisition of the Facilitiesand related costs by
the issuance of bonds, notes or other evidences of indebtedness as authorized by the Act; and

F. The State and the Authority acknowledge that there shdl be no merger of the State's
leasehold interest in Fecilities and its ownership interest in the redl property described in Exhibits A-1 and
A-2; and

G The Statewill beresponsiblefor the design and congtruction of the Facilities pursuant to the
terms of the Development Agreement, as hereinafter defined, and will leasethe Facilitiesfrom the Authority
upon the terms and conditions st forth in this Facilities Lease.
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NOW, THEREFORE, in consderation of themutua promises, conditions, and covenants set forth
herein, the parties agree:

ARTICLE 1
FINDINGS AND DECLARATION

Section 1.1  Findings. The Authority hasfound and declared, in accordancewith Section 67-
6410(c), Idaho Code, that the Facilitieswill be of public useand will provide apublic benefit to the people
of the State of Idaho.

Section 1.2 Declaration: Thepartiesagreeand acknowledgethat the Recitascontainedinthis
Fecilities Lease are true and are incorporated into this Facilities Lease asif set forth in full. This Facilities
Lease shal condtitute the agreement of the Authority to provide the Facilities as required by Section 67-
6410(b), 1daho Code.

ARTICLE 2
DEFINITIONS

The terms used herein shdl have the following meanings:

Section 2.1  "Act" shal mean Chapter 64, Title 67, Idaho Code, asit now existsand asit may
hereafter be amended and supplemented.

Section 2.2 “Adjacent Improvements” The improvements to be constructed on the
property shown as “ Adjacent Improvements’ on the site map attached hereto as Exhibit A-3 which the
State intends to congtruct Smultaneoudy with the congtruction of the improvements on the Fecilities.

Section 2.3 "Annual Rent" shdl mean, with respect to theinitid term of this Facilities Lease
and each renewal term thereof, the Basic Rent and Additional Rent determined in accordance with Artide6
hereof due and payable by the State to the Authority with respect to the Facilities for such lease term.

Section 2.4 "Authority" shdl mean the Idaho State Building Authority, an independent public
body corporate and palitic of the State of 1daho, created by and existing under the Act.

Section 2.5 "Bonds" shal mean the portion of any bond or bonds, note or notes, or other
evidences of indebtedness issued by the Authority for the purpose of financing the Cost of Acquisitionand
Congtruction and bonds or notesissued to refinance dl or any part thereof and any bondsor notesissued to
finance any additions, modifications or replacements of the Facilities from time to time heresfter.

Section 2.6  "Bond Resolution" shal mean the resolution or resolutions of the Authority, as
amended and supplemented, authorizing the issuance of Bonds.

Section 2.7 “Code” means the Internd Revenue Code of 1986, as amended, regulations
thereunder and rulings and judicia decisons interpreting or construing the Code.
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Section 2.8 "Cogt of Acquisition and Construction” shdl mean any proper and reasonable
cogt, whether or not specificaly mentioned herein, of thelease, devel opment and design and construction of
the Facilities and furniture, fixtures, machinery, goparatus and equipment therefore; of engineering and
architectura services, designs, plans, specificationsand surveys, of planning, analys's, project management,
adminidration, ingpection and Smilar servicesin connection with the Facilities; of acquidtion or lease of any
land or interest therein for use in connection therewith; of preparation of the Stesthereof and of any land to
be used in connection therewith; of any indemnity and surety bonds and insurance premiums, of dlocable
adminigrative and generd expenses of the Authority; of alocable portions of legd fees, audits, fees and
expenses of any trustees, depositories and paying agents, financid advisors, underwritersand othersfor the
Bonds, of issuance of the Bonds and interest thereon and other financing charges, and of feesand expenses
of other advisors and consultants necessary or appropriate in connection therewith; of the payment of any
Bonds of the Authority (including any interest and redemption premiums) issued to temporarily financethe
payment of any item or itemsof cost of the Facilities; of expenses necessary or incidentd to determining the
feagbility or practicability of the Facilities; and of al other reasonable expenses not specified herein asmay
be necessary or incidentd to the development, design, construction and acquisition of the Facilities, the
financing thereof, and the placing of the same in use and operation.

Section 2.9 “Development Agreement” shdl mean an agreement entered into between the
Authority and the State whereby the State agrees to complete the design and congtruction of the Facilities
satisfactory to the Authority and to convey ownership of the Facilities to the Authority as the design and
construction progresses.

Section 2.10 "Facilities" shal mean the Authority’s interest in the red property described in
Exhibits and shown as “Facilities’ on the Ste map attached hereto as Exhibit A-3 with al easements and
rights appurtenant thereto including the non-exclusive rights for ingress, egressand parking included inthe
Site Lease and al improvements to be congtructed thereon described in Exhibit B, together with al
equipment, furniture, fixtures, improvements, and appurtenances designed, congtructed or installed thereon
by or for the Authority.

Section 2.11 "Facilities L ease" shdl mean this Fadilities Lease, including any amendments or
supplements thereto.

Section 2.12 "Fiscal Year" shdl mean the twelve-month period of each year beginning July 1
and ending on the following June 30.

Section 2.13 “Site Lease” shdl mean the Site Lease, as amended, entered into between the
Authority and the State of Idaho acting by and through ISU [need to verify] coincidentaly herewith,
containing the terms and conditions of the lease of red property and easements, described in Exhibit
together with rights of ingress, egress and parking as described therein.

Section 2.14 "Operating Costs" shdl mean the Authority's expenses (including reasonable
reservesfor such expenses) for red property assessments, alocable administration and generd expenses of
the Authority, expenses for maintenance and repairs, insurance premiums, utility charges, legd, financid,
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architecturd and engineering expenses, fees and expenses of fiduciaries under the Bond Resolution, bond
insurance, guaranty and/or letter of credit fees, interest and finance charges, and any other expenses or
contingencies to be paid or provided for by the Authority, dl to the extent properly attributable to the
Facilities and payable by the Authority. Operating Cogts shal not include any Cost of Acquistion and
Condruction or any provison for depreciation, amortization or Smilar charges or any expenses for
maintenance and repairs, utility services or insurance paid for or provided by the State pursuant to this
Fecilities Lease.

ARTICLE 3
LEASE OF PROJECT; TERM OF LEASE

Section 3.1 Leaseof Facilities: TheAuthority hereby leasesthe Facilitiesto the State for use
infurtherance of the public benefit, and the State hereby leasesthe Facilitiesfrom the Authority ontheterms
and conditions set forth herein.

AséffectsthisFadilities Lease, ISU shdl havethe primary responsibility to act on behaf of the State
in al respects pertaining to the obligations of the State under this Facilities Lease. The State of Idaho
hereby authorizes | SU to act asitsrepresentative and agent in dl respects pertaining to thisFacilities Lease,
and the State of 1daho shdl befully bound by al acts, authorizations, representations and decisons of 1SU,
except as otherwise expresdy provided in this Facilities Lease.

Section 3.2 Term of Lease: This Fadilities Lease shdl be in full force and effect from the
effective date hereof. The initid term of this Facilities Lease shdl extend from the effective date hereof
through June 30, 2004. The State shall have the option to renew this Facilities Leasein accordance with the
provisions hereof for successiveterms concurrent with and equa to succeeding Fiscd Y earsthereafter and
each such renewd of thisFacilities Lease shdl be deemed to be exercised, automatically and without further
action by the State, unless the State shdl notify the Authority in writing of its intent not to renew this
Facilities Lease not later than ten (10) months prior to the expiration of any leaseterm; provided, however,
no term of this Facilities Lease shall extend beyond the term of the Site Lease.

ARTICLE 4
ACQUISITION, DEVELOPMENT AND FINANCING

Section 4.1  Acquisition and Development of Facilities: The Authority agreesto acquire
red property for use as the dte of the Facilities by the Site Lease entered into coincidentaly herewith.
Pursuant to the terms of the Site Lease, the Authority will own feetitle to the improvements constructed
thereon as provided in the Development Agreement entered into coincidentally herewith. This Facilities
Lease and therights, titleand interest of the State in this Facilities Lease and the Facilities shdl be subject to
the interests of the Authority in the red property and parking acquired therefor.

Section 4.2  Financing of Facilities by the Authority: The Authority agreesto finance the
Cogt of Acquisition and Congtruction of the Facilities by issuance of Bonds as authorized by the Act. The
Authority may from time to time refinance or refund such Bonds as the Authority may deem appropriate;
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provided the Authority shdl not refinance or refund such Bondswithout the written consent of the Stateif to
do so would increase the Basic Rent due hereunder. The Authority shdl give written notice to the State of
its intent to refinance or refund such Bonds.

Section 4.3 Bond Anticipation Notes: The Authority may issue bond articipation notes
payable from proceeds of Bonds.

ARTICLE 5
USE OF FACILITIES

Section 5.1 Useof Facilities. The State agreesthat the Facilities shal be used by 1SU and
such other ingtitutions, departments and agencies of the State as deemed necessary or gppropriate by the
State. With the written consent of the Authority, which shal not be unreasonably withheld, the State may
enter into agreements with other entities ("Non-State Entities’) for the operation and/or maintenance of the
Facilities or for the use or occupancy of portions of the Facilities by NonState Entities upon thefollowing
conditions.

(@) the nature and extent of the proposed agreementswith Non- State Entities
will not adversely affect the tax-exempt status of the Bonds; and

(b) such proposed users or uses shall be compatiblewith and complimentary to
the interests in and uses of the Facilities by the State; and

(c) the nature and extent of the proposed uses of the Facilities conforms to
policiesreating to permitted uses of the Facilitiesadopted by the Board of Commissonersof the Authority.

ARTICLE 6
RENT

Section 6.1 Payment of Annual Rent: Inconsderation of thelease of the Facilities, the State
shdl pay to the Authority, in advance and without any set off or deduction whatsoever, thefollowing Annua
Rent:

(1) For the period of the initid term of this Facilities Leasein the Fiscd Y ear ending
June 30, 2004, the State shall pay no Annua Rent.

(2) For therenewad term of thisFacilities Lease commencing July 1, 2004 and for eech
annua renewd term theregfter, the State shdl, within 30 cdendar daysfollowing the commencement of such
renewa terms, pay in advance:
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(a) As and for Badc Rent, an amount for such term which shdl equd the
principa ingtalments, including snking fund deposits, and interest payablein the corresponding Fiscal Y ear
in accordance with the Bond Resolution with respect to the Bonds; and

(b) Asand for Additiond Rent asfollows.

(i) the amount estimated by the Authority to be sufficient to provide the
Authority with adequate monies to pay al Operating Codts attributable to the Facilities for the gpplicable
term of this Facilities Lease, plus

(ii) theamount, if any, of depoditsto any debt service reserve account,
any operating fund, and any other reserve or expense accounts required to meet al terms and conditions of
the Bond Resolution. The Authority will provide to the State an estimate of Operating Costs which shall
accompany its satement for Additiona Rent.

(3) Annua Rent payablefor any renewal term shall not be deferred or abated because
of delays in completion of the cngruction of the Facilities or delays in completion of any repair or
replacement of damage to the Facilities.

4) Any ingalment of Annuad Rent whichisnot paid by the State on or before the due
date thereof shdl, from and after said due date, bear interest until paid at the highest rate per annum borne
by any of the Bonds then outstanding; time being of the absolute essence of this obligation.

(5) The Authority and the State hereby agreethat the Basic Rent inany leaseterm shdll
be reduced by any amounts ondepost with the Authority legdly avallablefor and dlocated by the Authority
to the payment of principd and interest on the Bonds, including without limitation capitaized interest
deposited from the proceeds of the Bonds and funds on deposit in the debt service account established
under the Bond Resolution. Basic Rent shdl be increased or decreased as appropriate to reflect the
issuance by the Authority of Bonds bearing interest a variable rate and issuance of any additiond Bonds
issued to refinance the Facilities, in whole or in part, or any additionad Bondsissued for the purposes set
forthin Section 9.1 hereof or issued to finance additions, modification or replacement of the Facilitiesor any
part thereof.

(6) Annud Rents shdl be payable in lawvful money of the United States of America,
which shall be lega tender for public and private debts under the laws of the United States at the time of
payment, provided that, upon prior written gpprova of the Authority, the State may transfer fundsthrough
electronic fundstransfer. Payment shall be made at the office of the Authority or such other place or places
asmay be designated in writing by the Authority.

(7) The State and the Authority have agreed and determined that such Annua Rent
represents the fair market rentad vaue of the Facilities. In making such determination, consideration has
been given to the Cost of Acquisition and Congtruction, and the costs of financing of the Facilities and the
Operating Costs thereof, and the uses and purposes of the Facilitieswhich will accrueto the State and the
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Authority and the genera public by reason of the use and occupancy thereof by the State and ownership by
the Authority.

8 The parties agree tha the Annud Rent hereunder congtitutes ordinary operating
expense of the State within the provisons of Article VIII Section 1 of the Idaho Condtitution.

Section 6.2  Application of Rent: The Authority covenantsto use and gpply Annud Rent to
payment of debt service of the Bonds, Operating Costs, deposits to required reserve accounts and other
appropriate purposes pertaining to the Facilities and/or the Bonds.

ARTICLE 7
OPERATION AND MAINTENANCE OF THE FACILITIES

Section 7.1  Operation, Repairs, and Maintenance: The Stateshdl, throughout theterm of
this Facilities Lease and each renewa term thereof, a the State's cost and expense, keep and maintain or
cause to be kept and maintained, the Facilities and dl equipment, fixtures, additions and improvements
thereof, in good order and condition, and shall, at the State's cost and expense, make or cause to be made
al necessary repairs, renewas, and replacements with respect to the Facilities. To the extent repairs or
replacements areinsured under policies maintained by the Authority and insurance proceedsarepaidto the
Authority, the State shall be entitled to such insurance proceedsto the extent of the actua costsincurred by
the State and except to the extent the insurance proceeds are required to be otherwise applied in
accordance with the terms of the Bonds. Subject to Section 10.1, in the event the Facilities or any part
thereof are damaged or destroyed by uninsured or partidly uninsured casuaty of any kind, the State shall
either replace or rebuild the Facilitiesin equa vaue, or pay such sumsto the Authority as may berequired
to fully pay and discharge the Bonds.

Section 7.2 Utilities: The State shall pay or causeto be paid al costs, expenses and charges
for water, eectricity, lights, heat, power, sewage, telephone, and other utility services, rendered or supplied
upon or in connection with the Facilities during the term of this Facilities Lease and each renewa term.

Section 7.3 Insurance:

(@D} The State shdl maintain or cause to be maintained with responsible insurers or
under an established program of self-insurance (as considered to be adequate by an Insurance Consultant
as may be engaged by the Authority) the following kinds and amounts of insurance acceptable to the
Authority with repect to dl exigting buildings, improvements, equi pment and other property comprising any
part of the Facilities and/or the use of the Facilities at dl times throughout the initia term and each renewa
term of this Facilities Lease:

(@) Commercid generd liability insurance (CGL) and, if necessary, commercid
umbrdlainsurance and property damageliability, and errorsand omissonsliability asshdl afford protection
to the Authority in an amount of not less than $1,000,000 for each occurrence. The commercid genera
lidbility insurance shdl cover liability arisng from premises, operations, independent contractors, product-
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completed operations, persond injury and advertisng injury, and liability assumed under aninsured contract.

Such insurance shal protect the Authority to the same extent as the State is protected from claims,
demands, causes of actions, pendties, including costsand attorney fees, arisng out of the use or occupancy
of the Facilities. Upon written request of the Authority, the State will increase the amount of the CGL
insurance to an amount determined by the Authority if, in the opinion of the Authority and based on loca
standards, the amount of the CGL insurance is not adequate.

(b) Commercid property insurance and, as gpplicable, course of congtruction
insurance, in the amount of the full replacement vaue of the Fadilities or any portion thereof, including
fixtures, equipment, lessee improvements and betterments. Commercid property insurance shdl, a a
minimum, cover the perilsinsured under the 1SO specid causes of loss form CP 1030 and, if reasonably
avalable, earthquake and flood insurance, debris removal, operation of building laws, extra expense,
consequentid loss, loss of rents and/or business interruption. Such loss of rents or business interruption
insurance shdl bein an amount equa to Annual Rent payable to the Authority by the State with respect to
the Facilitiesduring such time or timesasthe use of the Facilitiesmay betotaly or partidly interrupted or the
congtruction thereof delayed as a result of damage or destruction resulting from perils insured against
pursuant to this subsection (1)(b).

(c) Worker’s Compensation Insurancein theamount and in theform which the
Staeisrequired by law to maintain.

(d) Any other insurance agreed to in writing by the State and the Authority.
(e) Any other insurance required by the terms and conditions of the Bonds.

(2) All insurance procured and any sdlf-insurance plan maintained by the State shdll
comply with the following requirements.

(a) Each policy or policies of insurance shdl bewritten by insurance companies
authorized to do business in the state of 1daho and furnished through an insurance carrier or carriers
satisfactory to the Authority or through a salf-insurance plan satisfactory to the Authority and an I nsurance
Consultant pursuant to the Bond Resolution.

(b) True, correct and complete copiesof al insurance policiesor sdf-insrance
plan and dl endorsements, changes, amendments and supplementa provisionsthereto shal be continually
maintained by the State and sha| be available for ingpection and copying by the Authority at al timesduring
the State' s regular office hours.

(c) All such insurance shdl provide that coverage shdl not be canceled or
amended except upon sixty (60) calendar days prior written noticeto the Authority. The Authority shall be
furnished current certificates upon the commencement of the initid term and each renewd term of this
Facilities Lease showing that al such insurance fully complies with the terms of this Facilities Lease, and
current certificates shal be furnished at any other time or times as may be reasonably requested.
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(d) All policiesof insurance obtained by and any self-insurance plan maintained
by the State shdl include provisons that coverage shdl not be affected, reduced or waived by any
inaccurate or mideading Satement or information furnished by the Statein obtaining such insurance nor shal
insurance under such policies furnished to the Authority be reduced by any actua or aleged breach of
warranties made by the Statein obtaining such insurance. All ligbility insurance furnished by the State shall
include insurance covering the obligations of the State under Article 8 of this Facilities Lease.

(3) The Authority and the State hereby release each other from any and dl liability or
respongbility to the other as to any person claming through or under either by way of subrogation or
otherwise for any loss or damage to property caused by any casudty insured by the above-described
coverages, eveniif thelossis caused by the fault or negligence of the other party or by any party for whom
the other party is responsible.

(4) All insurance provided to the Authority by the State pursuant to thisFecilitiesLease
ghdl name the Authority as additiond named insured and contain a loss payable clause providing for
payment of proceedsto the Authority and thetrustee of the Bondsto the extent of their interest therein, and
the Annua Rent otherwise payable by the State with respect to theFadilitiesshdl bereduced by theamount
of businessinterruption or loss of rentsinsurance payments, if any, madeto the Authority and/or thetrustee
of the Bonds.

(5) In the event the Authority is able to procure any or dl of the insurance coverages
herein required a acost lessthan the cost incurred by the State thereof, the Authority agreesto do so and
the cost thereof shall beincluded as Operating Costs of the Authority. In such event the obligation of the
Stateto provide any such insurance shdl continue until theinsurance coverage procured by the Authority is
actudly in effect. Upontheexpiration or termination of any insurance procured by the Authority hereunder,
the State shdl immediately, without any interruption in insurance coverage, procure and maintain such
coverage.

ARTICLE 8
INDEMNITY

Section 8.1 Stat€'s Indemnification: The State hereby agrees to defend, protect, hold
harmless and indemnify the Authority and its agents, employees, representatives, successors, and assigns,
agang dl demands, clams, ligbilities, causes of action or judgments, and dl loss, expense and damage of
any and every sort and kind, including, but not limited to, costs of investigations and attorneys fees and
other costs of defense, for:

(1) injury to person or property occurring i, upon or about the Facilities or any
adjacent or related red property or improvements owned, occupied or controlled by the State or any of its
agencies, departments, bureaus or subgovernmental entities;

(2) injury to person or property arising out of theuse or occupancy of the Facilitiesor
relating in any manner to operations conducted thereon;
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(3) any other premises ligbility relating to the Fadilities,
(4) any loss to person or property to the extent of its salf-insurance, if any; and

(5) dl liaaility whatsoever arisng out of any public or governmentd activities of the
State of any kind or nature whatsoever.

Nothing in thisArticle 8 shall be congtrued asthe agreement of the State to indemnify the Authority
from ligbility for damagesarising out of persond injury or damageto property caused solely and exclusively
by the negligence or mafeasance of the Authority.

The obligations under this Section are deemed to be ordinary operating expenses of the Statewithin
the provisions of Article V11 Section 1 of the Idaho Condtitution.

Section 8.2  Authority'sIndemnification: TheAuthority hereby agreesto defend, indemnify
and savethe State harmlessfrom and againgt any and al liability, loss, damage, cost and expense, including
court cogs and attorney fees of whatever nature or type, whether or not litigation is commenced, that the
State may incur, by reason of any act or omission of the Authority, itsemployeesor agentsor any breach or
default of the Authority in the performance of its obligations under this Facilities Lease. The foregoing
indemnity shdl not gpply to any injury, damage or other daim resulting solely from theact or omission of the
State.

ARTICLE9
ALTERATIONS, ADDITIONS, AND IMPROVEMENTS

Section 9.1  Alterations, Additions, and Improvements. The State shdl havetheright, at
any time and from time to time during the term of this Facilities Lease, a the State's costs and expense, to
make such, dterations, additions, expansions and improvements, to the Facilities, as the State shall deem
necessary or desirable in connection with its use of the Facilities. Notwithstanding the foregoing, the State
shdl not make any dteraions, additions, expansgons or improvements which are structurd or which will
lessen the market va ue of the Facilitieswithout the prior written consent of the Authority which shal not be
unreasonably withheld. Once commenced, dl dterations, additions, expans onsand improvementsshal be
diligently pursued to completion. All such dterations, additionsand improvementsshdl be of such character
asto not reduce or otherwise adversdly affect the vaue of the Fecilities or therentd vauethereof and dl the
cogs thereof shal be promptly paid or discharged o that the Facilities shdl at al times be free of liensor
clams for labor and materids supplied thereto. All, dterations, additions, fixtures and permanent
improvementsto the Facilities shal be and become apart of the Facilities and shall become the property of
the Authority.

Section 9.2 Furniture, Fixtures, and Equipment: TheStateshdl maintainaninventory of dl
furniture, fixtures, and equipment and other tangible persond property financed or provided by the Authority
aspart of the Facilitiesand shal havetheright to replace, a its expense, such tangible persond property as
the State shall deem necessary or desirablein connection withitsuse of the Facilities. The State shdll, upon
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request but in no event more than once per year, provideto the Authority an inventory of furniture, fixtures,
and equipment in use at the Facilities provided by the Authority with the Facilities.

ARTICLE 10
DAMAGE, DESTRUCTION, AND CONDEMNATION

Section 10.1 Damage, Destruction, and Condemnation: Intheevent of damage, destruction,
or condemnation of the Facilities, or any part thereof, the net proceeds of any insurance or condemnation
awards with respect to the Facilities and, to the extent necessary, the proceeds of any additionad Bonds
which may beissued by the Authority for such purpose pursuant to the terms and conditions of the Bonds,
shdl be used and applied by the Authority in accordance with the terms of the Bonds to repair, restore,
rebuild, or replace the Facilities; provided, however, thet, in the event of total or substantial destruction or
condemnation of the Facilitiesor in the event that the aforesaid insurance proceeds, condemnation awards,
and proceeds of Bonds are not sufficient to repair, restore, rebuild, or replace the Facilities, the Authority
with the prior written gpproval of the State, may dect not to repair, restore, rebuild, or replace the Facilities,
inwhich casethe net proceeds of al insurance and condemnation awards, together with al other available
funds, shal be gpplied in accordance with the terms of the Bonds. Upon the receipt of notice from the
Authority of its election not to repair, restore, rebuild or replace, the State shal gpprove or disapprove of
such dection within thirty (30) days after the date of such notice and failure of the State to disgpprove such
election within such thirty (30) day period, shal conclusvely be deemed the State sgpproval thereof. Inthe
event the State does not grant its gpprova as cdled for in the preceding sentence, the Authority shall be
obligated to repair, restore, rebuild, or replace the Facilities and any costs or expenses not covered by the
net proceedsof dl insurance or condemnation awards or the proceeds of Bondsshal be born by the State.

Any such repair, retoration, rebuilding, or replacement of the Facilities may be in accordance with such

different design, plans, and specifications gpproved by the State aswill or may providefacilitiesof thesame
or different nature or use, so long as any such change therein or thereof shall not reduce or otherwise
adversdly dffect the vaue of the Fecilities or the rental vaue thereof. In consderation of the Authority
proceeding with the repair, restoration, rebuilding, or replacement of the Facilities as above provided, the
State shall continue to pay the Annud Rent due under this Facilities Lease, except to the extent the
Authority actudly receives proceeds of businessinterruption or loss of rentsinsurance described in Section
7.3 hereof.

In the event of damage, destruction or condemnation of the adjacent improvements owned by the
State, and the Fecilities are not damaged, or the Authority has elected to repair, restore or rebuild or
replace the damaged Facilities, the State shall repair, restore, rebuild or replace the additiona Facilitiesto
the extent necessary to provide al necessary services to the Facilities as provided prior to the damage,
destruction or condemnation.

ARTICLE 11
PARTICULAR COVENANTS

Section 11.1 Compliancewith Laws and Regulations. The State shall, at its own cost and
expense, promptly comply with, or cause to be complied with, al applicable laws and ordinances, rules,
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regulations and other governmentd requirements, whether or not the same require structura repairs or
dterations, which may be gpplicableto the State, the Facilities or the use or manner of use of the Facilities.
The State shdll dso obsarve and comply with the requirements of al policiesand arrangements of insurance
a any time in force with respect to the Facilities.

Section 11.2 Covenant Against Waste: The State covenants not to do or suffer or permit to
exig any hazardous materias, contamination, waste, damage, disfigurement or injury to, or public or private
nuisance, in or upon the Facilitiesin violation of any state of 1daho or federd lawsor regulaionsand agrees
to pay dl costs, changes, pendties or any other expense reasonably incurred or to beincurred to remove,
restore or reclaim the Facilities or premises thereof.

Section 11.3 Right of Inspection: The State covenantsand agreesto permit the Authority and
the authorized agents and representatives of the Authority to enter the Facilitiesat reasonabletimesduring
usua businesshoursfor the purpose of ingpecting the same, subject to reasonabl e security requirementsand
procedures of the State.

Section 11.4 Condition of Facilities. The Authority makes no representation regarding the
conditionof the Facilitiesor red property underlying or adjacent thereto and the Authority shal not beliable
for any latent or patent defects therein.

Section 11.5 Assgnment and Subletting: The State shdl not assgn or mortgagethisFadilities
Lease or any right hereunder or interest herein and shall not sublease the Facilities or any portion thereof,
without prior written consent of the Authority (which consent may be granted or withheld by the executive
director of the Authority); provided, that in no event shal the State assign thisFacilities Lease or any right
hereunder or interest herein or subleasethe Facilities or any portion thereof unlessthe State shdl continueto
remain ligble for the performance of dl the terms, covenants, and conditions contained in this Facilities
Lease and unlessthe proposed assignee or sublessee shal agree, inwriting, to be bound by dl of theterms,
covenants, and agreements contained in this Facilities Lease and dl other agreementsrelated thereto. The
Authority agreesthat it will not unreasonably withhold its consent to any such assgnment or subleasing.

Section 11.6 Covenant of Quiet Enjoyment: TheAuthority covenantsthat it hasfull right and
lawful authority to enter into this Facilities Lease and that, so long asthe State shdl pay the Annud Rent and
shdl duly observedl of its covenants and agreementsin this Facilities L ease, the State shdl have, hold, and
enjoy, during the initid term of this Facilities Lease and each renewd term thereof, peaceful, quiet, and
undisputed possession of the Facilities. No defect, encumbrance, cloud, lease, restriction or other matter
affectingtitleto theland on which the Fecilities shdl be developed exigting at thetimethelandisacquired or
leased to the Authority or to which this Facilities Lease is subrogated to shal condtitute a breach of this
Facilities Lease by the Authority.

Section 11.7 Tax Covenant: The State covenants for the benefit of the holders of the Bonds
and the Authority that during the term of this Facilities Lease, that no action shdl betaken or omitted with
respect to the Bonds, the proceeds thereof, any other funds of the State or any Facilities financed or
refinanced with the proceeds of the Bonds if such action or omission (i) would cause the interest on the
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Bonds to lose its excluson from grassincome for federa income tax purposes under Section 103 of the
Code, (ii) would causethe Bondsto become* specified private activity bonds’ with the meaning of Section
57(a)(5)(C) of the Code, or (iii) would cause interest of the Bondsto loseitsexclusion from Idaho taxable
income under present Idaho law. The foregoing covenant shdl remain in full force and effect
notwithstanding the payment in full or defeasance of the Bonds until the date on which al obligations of the
Authority in fulfilling the above covenant under the Code have been met.

ARTICLE 12
DEFAULT

Section 12.1 Eventsof Default: Thefollowing shdl be events of default under this Faailities
Lease:

(1) Failure by the State to pay the Annua Rent as the same shall become due, or

(2) Fallure by the State or anyone contracting with the State to observe and perform
any other covenant, condition, or agreement to be observed or performed under this Facilities Leasefor a
period of 90 caendar days after written notice, specifying such failure and requesting that it be remedied,
given to the State by the Authority or trustee of the Bonds, unless the Authority or trustee shall agree in
writing to an extenson of such time prior to its expiration.

Section 12.2 Remedies. Whenever any event of default referred to in Section 12.1 hereof hdl
occur, the Authority may take any one or more of the following remedid steps:

(1) Declare dl Annua Rent payable for the applicable lease term then in effect to be
immediately due and payable, together with gpplicable interest thereon.

(2) Re-enter and take possession of the Facilities, exclude the State from possession
thereof, and terminate this Facilities Lease.

(3) Takesuch action at law or inequity asmay gppear necessary or desirableto collect
dl sums due and thereafter to become due, or to enforce performance and observation of any obligation,
agreement, or covenant of the State under this Facilities Lease.

Section 12.3 RemediesNot Exclusive: No remedy herein conferred upon or reserved to the
Authority isintended to be exclusive of any other available remedy or remedies, but each and every such
remedy shdl be cumulative and shdl bein addition to every other remedy given under this Fecilities Lease,
or now or hereafter exigting at law or in equity. No delay or omisson to exercise any right or power
accruing upon any default shal impair any such right or power or shall be construed to be awaiver thereof,
but any such right and power may be exercised from time to time and as often as may be deemed
expedient. In the exercise of any remedy reserved to the Authority in this Article 12, it shdl not be
necessary to give any notice, other than such notice as may be herein expresdy required.
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ARTICLE 13
SURRENDER OF FACILITIES

Section 13.1 Surrender of Facilities. Intheevent that the State e ectsnot to renew or extend
theterm of this Facilities Lease or this Facilities Lease is otherwise terminated, the State shal immediately
quit and surrender the Facilities to the Authority in the same condition in which it existed a the dete the
congruction of al Facilities was completed by the Authority, subject to any dterations, additions,
expangonsor improvements madein accordance with Section 9.1 hereof, ordinary wear and tear excepted.

ARTICLE 14
LIMITATION ON OBLIGATIONS

Section 14.1 Obligationsof Authority and State: Notwithstanding any other provisonsaf this
Facilities Lease, no obligation assumed by or imposed upon the Authority by this Facilities Lease shall
require the performance of any act by the Authority except to the extent, if any, that the cost and expense of
such performance may be paid from the proceeds of the Bondsissued by the Authority or from other funds
legally available to the Authority to meet the cost and expense of such performance, and ro obligation
assumed by or imposed upon the State by this Facilities Lease shdl require the performance of any act by
the State, including, but not limited to, the payment of Annual Rent, except to the extent that funds may be
availablefor such performance or payment from State generd appropriationsor other fundslegdly available
therefor. This Facilities Lease shdl not be construed as obligating the Legidature of the State of Idaho to
make future gppropriations for the payment of Annua Rent or the performance of any other obligations
under this Facilities Lease beyond the initia rental term or for any renewa term hereof. In the event that
gopropriated funds are not legally available for payment of Annua Rent or other obligations hereunder for
any term, thenthisFecilities Lease shdl beterminated. Theliability of the Statefor payment of Annua Rent
asit becomes due shdl be in consderation of the right of the State, whether or not exercised, to occupy
and/or use the Facilities for the then-current lease term.

ARTICLE 15
MISCELLANEOUS

Section 15.1 Pledgeof Rent, Proceeds, and L ease: Itisexpresdy understood and agreed by
the parties hereto that the Authority has the right to pledge and assign the Annua Rent, al proceeds
recaivable by the Authority from any sde of the Facilities, and its rights and interest under this Facilities
Leaseto secure: (i) the payment of the principal of and the interest on and redemption premium, if any, on
the Bonds, and (ii) other obligations of the Authority under the terms and conditions of the Bonds.

Section 15.2 Notices: All noticesor ather communications hereunder shdl be sufficiently given
and shal be deemed given on the second business day following the day on which the same are mailed by
certified mail, postage prepaid, addressed asfollows:

(1) If to the State:
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Idaho Department of Adminigtration
Attn: Director

Statehouse Mall

Boise, Idaho 83720

AND

Idaho State University

2)  If tothe Authority:

Idaho State Building Authority
Attn: Executive Director

Post Office Box 2802

Boise, 1daho 83701

The State or the Authority may, by notice given hereunder, desgnate any further or different
addressesto which subsequent notices or other communicationsshall be sent. Noticemay bedso givenby
persond ddlivery of awritten notice.

Section 15.3 Severability: If any termor provison of thisFeacilities Lease or the gpplication of
it to any person, entity or circumstance shdl to any extent beinvalid or unenforcesble, the remainder of this
FecilitiesLease or the gpplication of suchterm or provision to persons, entities or circumstances, other than
thoseastowhichitisinvalid or unenforceable, shal not be affected thereby, and each term and provision of
this Fadilities Lease shdl be valid and shdl be enforced to the extent permitted by law.

Section 15.4 Attorney Fees: Intheevent either party tothisAgreement isrequired toinitiate or
defend litigation with respect to the terms hereof or to enforce any of its rights hereunder, the prevailing
party in such litigation shall be entitled to reasonable attorney's feesincurred in such litigation, including al
discovery costs and costs of expert witnesses, together with al reasonable litigation expenses.

Section 15.5 Headings. Thearticleand section headings contained herein arefor convenience
and reference and are not intended to define or limit the scope of any provison of this Facilities Lease.

Section 15.6 Counterparts. This Fadilities Lease may be smultaneoudy executed in severd
counterparts, each of which shdl be an origind and al of which shdl conditute but one and the same
ingrument.

Section 15.7 Amendments: TheAuthority and the State shdl not, without the written consent of
the trustee of the Bonds or other legdly-authorized representative of the interests of the owners of the
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Bonds, consent or agreeto or permit any rescisson of or amendment to or otherwise take any action under
or in connection with this Facilities L ease which will reduce the payments required to be made by the State
hereunder during theinitid term or any renewd term hereof, or whichwill inany manner materidly impair or
adversdly affect the rights of the Authority hereunder, and any action by the Authority or the State in
violation of this covenant shdl be null and void as to the Authority and the State.  Furthermore, any
voluntary amendment, modification or termination of this Facilities Lease shdl require the written consent of
al partiesto this Facilities Lease.

Section 15.8 Effective Date: ThisFadilitiesLease shdl beeffective asof the date sated above
upon its execution.

IN WITNESS WHEREOF, the parties hereunto have caused this Facilities L ease to be executed
as of the day and year first hereinabove st forth.
AUTHORITY:

IDAHO STATE BUILDING AUTHORITY

By:

V. L. Bud Tracy, Chairman

Dated: , 2003

ATTEST:

By

WayneV Meuleman, Secretary

STATE:
STATE OF IDAHO, by and through

IDAHO DEPARTMENT OF ADMINISTRATION

By:

Pamdal. Ahrens, Director
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Dated: , 2003
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IDAHO STATE UNIVERSITY

By:

, President

APPROVAL AND CONSENT:

STATE BOARD OF EDUCATION

By:

Blake G. Hdll, President

Dated: , 2003

ISU FACILITIES LEASE — Page 18

DRAFT
6/19/2003
8:30 AM

June 26-27, 2003 BAHR Finance Agenda Page 212



DRAFT
6/19/2003
8:30 AM

STATEOFIDAHO )

) SS.
County of Ada )
Onthis day of , 2003, before me, the undersigned, aNotary Publicinand for

said State, personally appeared V.L. Bud Tracy and WayneV Meuleman, known or identified to meto be
respectively the Chairman and Secretary, repectively, of theIDAHO STATE BUILDING AUTHORITY,
each of whom acknowledged to me that they executed the within Facilities Lease on behdf of the Idaho
State Building Authority in thelr representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed the day and
year in this certificate firgt above written.

Notary Public for the State of 1daho

Redding a
My commission expires
STATE OF IDAHO )
) SS.
County of Ada )
Onthis day of , 2003, beforeme, theundersigned, aNotary Publicinand

for said State, personally appeared Pameal. Ahrens, known or identified to me to be the Director of the
IDAHO DEPARTMENT OF ADMINISTRATION of the STATE OF IDAHO, who acknowledged to
me that she executed the within Fecilities Lease on behaf of the State in his representative capeacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed theday and
year in this certificate firgt aoove written.

Notary Public for the State of 1daho
Resding a
My commission expires
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STATE OF IDAHO )

) SS.
County of Ada )
Onthis day of , 2003, beforeme, the undersgned, aNotary Publicinand

for said State, personally appeared Blake G. Hall, known or identified to meto bethe President of IDAHO
STATE BOARD OF EDUCATION (the“ SBOE"), who acknowledged to me that he executed the within
Facilities Lease on behdf of the SBOE in his representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed the day and
year in this certificate firgt above written.

Notary Public for the State of 1daho

Regding at
My commission expires
STATE OF IDAHO )
) SS.
County of Ada )
Onthis day of , 2003, beforeme, theundersigned, aNotary Publicinand
for sad State, persondly appeared , known or identified to me to be the

of IDAHO STATE UNIVERSITY, who acknowledged to methat he executed
the within Facilities Lease in his representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officia sedl the day and
year in this certificate first aoove written.

Notary Public for the State of 1daho
Resding a
My commission expires
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List of Exhibits:

Exhibit A-1  Description of Redl Property

Exhibit A-2  Description of Parking

Exhibit B Description of Improvements Comprising the Facilities
Exhibit A-3  Description of Adjacent Improvements
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DRAFT
OPERATING AGREEMENT

THIS OPERATING AGREEMENT is made this day of ,2003, by and
between the Department of Administration (the “Department”) and the Board of Trustees of
Idaho State University (“1SU”).

RECITALS

WHEREAS, the Idaho Legidlature, House Concurrent Resolution No. 30 (“HCR 30”),
First Regular Session of the Fifty-seventh Legislature, has authorized the Idaho State Building
Authority (the “1SBA™) to provide financing to develop and construct certain classroom facilities
for use by 1SU comprising a portion of ISU’s “Rendezous Project” (the “Facilities’);

WHEREAS, pursuant to HCR 30, the ISBA and ISU have entered into, or will enter into
simultaneously with the execution of this Operating Agreement, a Ground Lease involving the
real property on which the Facilities will be constructed;

WHEREAS, pursuant to HCR 30, the Department and ISU have entered into, or will
enter into simultaneously with the execution of this Operating Agreement, a Facilities Lease (the
“Facilities Lease”) and a Development Agreement (the “Development Agreement”), both with
the ISBA and involving and for the Facilities;

WHEREAS, the Department and 1SU desire to address between themselves certain issues
related to the Facilities Lease and Development Agreement, upon the terms and conditions set
forth below.

AGREEMENT

NOW THEREFORE, in consideration of the above recitals, which are incorporated
herein as if set forth in full, and the mutual promises and agreements hereinafter set forth, the
sufficiency of which is hereby acknowledged, the parties agree as follows:

1 Other Documents. This Operating Agreement is intended to co-exist with the
Facilities Lease and the Development Agreement; provided however, in the case of any conflict
between the terms of this Operating Agreement, as may be amended from time to time, and the
Development Agreement and the Facilities Lease, as may be amended from time to time, the
terms of this Operating Agreement shall control as between the Department and 1SU.

2. Term. Theterm of this Operating Agreement shall begin on its effective date and
continue until the expiration or termination of the Facilities Lease, including renewals, or the
Development Agreement, whichever occurs later.

3. Allocation of Responsibility. Anything contained in the Facilities Lease and the
Development Agreement notwithstanding, the parties agree as follows:

a Upon and after occupancy by 1SU, 1SU shall make all decisions regarding
the use and routine operation, repair and maintenance of the Facilities. 1SU shall, at its cost and
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expense, comply with all applicable federal, state and municipal laws, ordinances, regulations
and orders and any contractual obligations relative to such use, operation, repair and
maintenance of the Facilities. 1SU shall consult with the Department on any issues concerning
the use, operations and maintenance of the Facilities that could impact the Department or the
Facilities Lease or the Development Agreement.

b. ISU shall not do or suffer or permit to exist any hazardous materials,
contamination, waste, damage, disfigurement or injury to, or public or private nuisance, in or
upon the Facilities in violation of any state of 1daho or federal law or regulation and shall pay al
costs, charges, penalties or any other expense reasonably incurred or to be incurred to remove,
restore or reclaim the Facilities or premises.

C. ISU shall be responsible for the cost and expense of all insurance required
under the Facilities Lease and the Development Agreement, provided, however, that 1ISU may
arrange for such insurance through the Department’ s Office of Insurance Management.

d. ISU shall, at its cost and expense, keep and maintain or cause to be kept
and maintained, the Facilities and all equipment, fixtures, additions and improvements thereof, in
good order and condition, and shall, at its cost and expense, make or cause to be made al
necessary repairs, renewals, and replacements with respect to the Facilities.

e. In the event the Facilities or any part thereof are damaged or destroyed by
uninsured or partialy uninsured casualty of any kind, I1SU shall either replace or rebuild the
Facilities in equal value, or pay such sums to the Authority as may be required to fully pay and
discharge the Bonds (as defined in the Facilities Lease).

f. ISU shall pay or cause to be paid all costs, expenses and charges for water,
electricity, lights, heat, power, sewage, telephone, and other utility services, rendered or supplied
upon or in connection with the Facilities.

g. ISU shall maintain an inventory of al furniture, fixtures and equipment
and other tangible personal property financed or provided by the ISBA as part of the Facilities
and provide such inventory to the ISBA in accordance with Section 9.2 of the Facilities Lease.
ISU shall have the right, at its expense, to replace such tangible personal property as it deems
necessary in connection with its use of the Facilities, in accordance with Section 9.2 of the
Facilities Lease.

h. ISU shall be responsible to pay for all cost overruns incurred in the
planning, design and construction of the Facilities, including without limitation all cost overruns
specified in Section 7 of the Development Agreement, provided, however, that ISU shall not be
responsible for any cost overrun that is the result of the gross negligence or malfeasance of the
Department.

i Upon and subject to a specific and sufficient annual appropriation by the
state of Idaho Legidature to the Department of funds from the Permanent Building Fund or other
sources determined by the Legislature, the Department shall remit to the ISBA the payment of
Annual Rent (as defined in the Facilities Lease) in accordance with the Facilities Lease.
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J- The right contained in Section 3.2 of the Facilities Lease to give ten
months' notice of termination of the Facilities Lease may be given jointly by the Department and
ISU and not separately by either the Department or ISU.

4. Notice of Non-Appropriation Non-Renewal; Other Natices. In the event that the
Department fails to receive an appropriation of moneys necessary for any payment of any
Annual Rent under the Facilities Lease, it shall immediately notify ISU. The Department also
agrees to give notice to ISU if it does not include in its budget request a request for moneys
related to the Facilities Lease. In the event that either party receives any notice related to the
Ground Lease, the Facilities Lease or the Development Agreement that could impact the other,
the receiving party shall immediately notify the other party of the receipt and substance of such
notice.

5. Intentionally Blank.

6. Order of Use of Funds; Funds Remaining. 1SU specifically acknowledges and
agrees that it transfers to the Authority for the project all funds previously provided by 1SU, the
Department or the Permanent Building Fund (the “ State Funds’), and which are deposited by the
Authority into the Construction Fund (as defined in the Development Agreement), shall be
deemed to be used first, before any bond proceeds or other funds, for any cost or expense of
planning, design or development or construction. 1SU further specifically acknowledges that any
State Funds or bond proceeds remaining in the Construction Fund (as defined in the
Development Agreement) upon final acceptance of the Facilities shall be used to defease the
Bonds (as defined in the Facilities Lease) or otherwise decrease the amount of Annual Rent (as
defined in the Facilities Lease) due under the Facilities Lease. 1SU also agrees to transfer to
ISBA for deposit into the Construction Fund, ISU funds obtained through the issuance by ISU of
its student fee revenue bonds (the “I1SU Funds’), and agrees that ISBA may disburse the ISU
Funds to the Department’s Division of Public Works (“DPW”) for acquisition and construction
of the student housing and student services components of ISU’s Rendezvous Project (the
“Housing and Student Services Facilities’). However, in accordance with the Development
Agreement, the ISU Funds shall be deposited into a subaccount in the Construction Fund (the
“1SU Subaccount”) separate from the State Funds. The ISU Funds shall be disbursed to DPW in
a manner that to the extent practical identifies them for payment of costs of the Housing and
Student Services Facilities. The ISU Funds shall be invested separately and any excess
remaining in the ISU Subaccount upon completion of the Housing and Student Services
Facilities shall be returned to ISU by ISBA.

7. Indemnification. 1SU shall indemnify, defend and save harmless the Department,
its officers, agents and employees from and against any liability, claim, damages, losses, costs,
expenses or actions to which the Department is or could be subject arising from or related to this
Operating Agreement and its use, operation or maintenance of the Facilities.

8. Cooperation Between the Parties. Should any claims, demands, suits or other
legal proceedings be made or instituted by any person against either party which arise out of any
matters relating to the Facilities, the other party shal give al pertinent information and
reasonabl e assistance in the defense or other disposition thereof.
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9. Notices. All notices, demands, consents and reports provided for in this
Operating Agreement shall be in writing and shall be given to the Department or ISU at the
address set forth below or at such other address as they individualy may specify thereafter in
writing:

Department of Administration: Larry V. Osgood
Administrator
Division of Public Works
P.O. Box 83720
Boise, Idaho 83720-0072
Ph: 208-332-1911
Fax: 208-334-4031

With a Copy to: Department of Administration
Attention: Deputy Attorney General
650 West State Street
P.O. Box 83720
Boise, Idaho 83720-0003

Idaho State University Ken Prolo
Vice President for Financial Services
Campus Box 8219
Pocatello, ID 83209-8219
Ph: 208-282-2404
Fax: 208-282-4725

Such notices or other communications may be mailed by United States registered or
certified mail, return receipt requested postage prepaid or delivered by a recognized courier
delivery service (e.g. Federal Express, Airborne etc.). Such notices, demands, consents and
reports may aso be delivered by hand. For purposes of this Operating Agreement, notices will
be deemed to have been "given" upon persona delivery thereof or 72 hours after having been
deposited in the United States mail at a United States Post Office or a depository for the receipt
of mail regularly maintained by the post office or deposited with a recognized courier delivery
service.

10. Survival.  Any termination, cancellation or expiration of this Operating
Agreement notwithstanding, provisions that are intended to survive and continue shall so survive
and continue, including, but not limited to, the provisions of section 7.

11. No Third Party Rights. Nothing in this Operating Agreement shall be construed
as creating or giving rise to any rights in any third parties or any persons other than the parties
hereto.

12.  Governing Law. The Contract shall be governed by and construed under the laws
of the State of 1daho.

13.  Officials Not Personally Liable. In no event shall any official, officer, employee
or agent of the Department or I1SU be liable or responsible for any representation, statement,
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covenant, warranty or obligation contained in, or made in connection with, this Operating
Agreement, express or implied.

14. Complete Statement of Terms. This Operating Agreement constitutes the entire
agreement between the parties hereto as regards it subject matter and shall supersede al previous
proposals, oral or written, negotiations, representations commitments, and all other
communications between the parties.

15.  Written Modification. This Operating Agreement may be modified or amended
only by an agreement in writing signed by a duly authorized representative of the Department
and ISU.

16.  Counterparts. This Operating Agreement may be executed in two or more
counterparts, each of which shall be deemed an original but all of which together shall constitute
one and the same instrument.

IN WITNESS WHEREOF, the parties have entered this Operating Agreement as of the
date first set forth herein.

BOARD OF TRUSTEES OF
IDAHO STATE UNIVERSITY

By:

Blake G. Hall
Its President

IDAHO DEPARTMENT OF ADMINISTRATION
DIVISION OF PUBLIC WORKS

By

Larry V. Osgood
Its:  Administrator
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

SUBJECT
University of Idaho Idaho State Building Authority Bonded Projects

UNIQUE ISSUES
University of Idaho Teaching and Learning Center Project

ISBA financing and construction of the University of Idaho’s Teaching and
Learning Center requires the Regents to enter into four separate agreements to
ensure appropriate understandings and responsibility assignments for project
completion. The purpose, unique issues and important variances from the
standard templates for these agreements are described below.

1) The Ground Lease conveys the right to utilize property owned by the
Regents to the Idaho State Building Authority (ISBA). Aside from the footprint of
the project, the Regents will convey its interest in the existing improvements on
the property. This will enable ISBA to partially demolish the existing University
Classroom Center, and reconstruct the Teaching and Learning Center as
previously authorized by the Regents. The Ground Lease will also provide an
exchange of easements between the Regents and ISBA that will allow each party
(and the adjacent buildings they own) to utilize integrated building systems and
access necessary for the viability of the proposed Teaching and Learning Center
and the existing ldaho Commons.

2) The Facilities Lease authorizes the “State,” acting through the Regents of
the University of Idaho, to utilize the Teaching and Learning Center to be
constructed and owned by ISBA. The lease being forwarded for Regents
approval is not substantially altered from the template provided by ISBA.

3) The Development Agreement is an assignment of responsibilities for
completion of the Teaching and Learning Center between the ISBA and the
“State,” as represented by the Idaho Department of Administration and the
Regents. The agreement being forwarded for Regents approval is not
substantially altered from the template provided by ISBA. The relationship
between the Department of Administration and the Regents with regard to capital
projects has been largely structured through a previous memorandum of
understanding between these two parties to coordinate completion of the project.
The MOU designated a Ul staff person to act as DPW'’s on-site project manager
for the TLC project.

4) The Operating Agreement is an assignment of responsibilities between the
Idaho Department of Administration and the Regents. This agreement defines
the Regents responsibility for all maintenance and operations costs associated
with the Teaching and Learning Center and identifies the Department of
Administration, subject to appropriation, as being responsible for lease
payments.

FINANCE — SECTION | 223 TAB 10



BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

BOARD ACTION
A motion to authorize the CEO or his designee to finalize and execute the Site
Lease, the Facilities Lease, the Development Agreement and the Operating
Agreement for the Teaching and Learning Center at the University of Idaho in
substantially the same form as the draft agreements presented to the Board with
the agenda materials.

Moved by Seconded by Carried Yes No
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SITELEASE
(University of Idaho Teaching and Learning Center)

THISSITE LEASE isentered into asof the_ day of , 2003, by and between the
STATE OF IDAHO acting by and through the BOARD OF REGENTS OF THE UNIVERSITY OF
IDAHO, as successor to [if record title is vested in a predecessor],
(hereinafter “ State”) and the IDAHO STATE BUILDING AUTHORITY, (hereinafter “ Authority”).
This agreement is hereinafter referred to asthe “ Site Lease”.

RECITALS

A. The State Board of Education is vested with the general supervision,
governance and control of all state institutions of higher education by Article 9, Section 2 of the
Idaho Constitution and Idaho Code 833-101, and serves asthe Board of Regents of the University of
Idaho pursuant to Article 9, Section 10 of the Idaho Constitution and Idaho Code §33-2802, and the
University of Idaho is a constitutional corporation of the State of Idaho, and referencesto “U of I”
herein shall mean the University of Idaho and, the State Board of Education in its capacity as the
Board of Regents of the University of Idaho.

B. The Stateisthe owner of certain real property described in Exhibit A-1 hereto
and the U of | Campus (as herein defined) and desires to lease such property to Authority for the
purpose of financing and developing an academic building and related improvements to be
constructed thereon (the ”Facilities”) to be leased back to the State of Idaho, acting through the
Department of Administration (“IDOA”) and the Board of Regents of the University of Idaho under
an annually renewable lease (the “Facilities Lease”), entered into coincidentally herewith; and

C. The real property described in Exhibit A-1, is part of alarger tract of land,
owned by State (except any portions which are public rights of way), and commonly known as the
University of Idaho Campus as depicted on the campus map attached hereto as Exhibit A-2, which
together with any additional adjacent |and hereafter acquired by the State shall bereferred to herein
asthe“U of | Campus’; and

D. In accordance with the provisions of Idaho Code, Section 67-6410(a), the
Idaho Legislature, House Concurrent Resolution No. 30, First Regular Session of the Fifty-seventh
Legidature, has authorized the State to enter into agreements as may be reasonable and necessary
with the Authority for the purpose of providing financing to develop and construct facilitiesfor use
by the State; and

E. Authority intendsto finance and devel op the Facilitieson the Premisesand to

lease the Facilities and Premises back to State and IDOA in accordance with the Facilities Lease,
entered into coincidentally herewith; and
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F. State and Authority acknowledge that there shall be no merger of the State's
leasehold interest under the Facilities Lease and the State’ sownership interest in the Premises, which
merger would cause the cancellation or termination of this Site Lease; and

G. State representsthat neither the execution and delivery of this Site Lease, the
consummation of the transactions contemplated by this Site Lease, nor the fulfillment of or
compliancewith theterms and conditions of this Site L ease conflict with or resultsin abreach of any
terms, conditions or provisionsof any restriction, agreement, or instrument to which the Stateisnow
aparty or to which State is bound.

NOW, THEREFORE, THE PARTIES AGREE AS FOLLOWS:

1 Recitals: The parties acknowledge the foregoing Recitals are true and are
incorporated into this Site Lease asif set forth in full.

2. Premises. State hereby leases to Authority, subject to the conditions expressed
herein, certain real property located in Latah County, Idaho, specifically described in Exhibit A-1
attached hereto and incorporated herein, together with the existing building and other improvements
located thereon, and together with anon-exclusive right for vehicular and pedestrian and ingressand
egressover and across all roads, walkways within the U of | Campus owned by the State (excluding
any public rightsof way), and , subject to the U of | parking policies, anon-exclusive parkingrightin
designated vehicular parking lotswithin the U of | Campus, al of which asthey may exist fromtime
to time, sufficient to provide reasonable access to and from, and parking for the Facilities (the
“Premises’).

As used herein the term “Premises’ refers solely to the real property and existing
improvements and not to any improvements to be constructed thereon from time to time during the
term of this lease.

3. Term: TheTerm of thisSite Lease shall be a period commencing on the date hereof
and expiring June 30, 2038, unless earlier terminated pursuant to paragraph 9 hereof.

4, Rent: The Premises are leased to Authority without consideration as authorized
pursuant to Idaho Code, Section 67-6421.

5. Development: Authority shall have the right to raze and remode existing
improvements, and devel op, acquire and construct Facilities on the Premisesin accordance with the
Facilities Lease. In the event the Facilities Lease expires or isterminated for any reason except by
the State as provided in paragraph 9 below, Authority may use the Premisesfor any lawful purpose.

6. Permanent Easements: At Authority’s request or as may be reasonably required,
State shall grant to public entities, public service corporations, or to Authority such rights-of-way,
utility, or other permanent easements on, over or through the Premi ses and adjacent property owned
by Statefor telephone, electricity, water, sanitary or storm sewersor both, site drainage and for other
utilities and municipal or special district services necessary or appropriate to serve improvements
constructed thereon by Authority.
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7. Easementsin Event of Expiration or Termination of FacilitiesL ease. The
Facilities are or may be designed and constructed adjacent to improvements constructed on that
certain real property located in Latah County, Idaho, specifically described in Exhibit B attached
hereto and incorporated herein (collectively the “Commons Building”). The Facilities and
Commons Building are or may be mutually dependent upon the other with regard to utilities,
eguipment, ingress and egress. In the event the State fails to renew the Facilities Lease or the
State’ s rights to use the Facilities under the Facilities Lease otherwise terminate, except
termination by the State pursuant to paragraph 9 hereof, State and Authority, during the term of
this Site Lease, agree asfollows:

@ The State and Authority each hereby grant to the other, their respective
tenants, contractors, employees, agents, licensees and invitees, and the subtenants, contractors,
employees, agents, licensees and invitees of such tenants, for the benefit of the Facilities and the
Commons Building, as grantees, a nonexclusive easement for ingress and egress for pedestrian
traffic and life safety purposes, over and across those portions of the Facilities and Commons
Building devoted to hallways, walkways, doorways, lobbies. stairways, elevators, and all other
entrances and exits to and from the Facilities and Commons Buildings and as such areas shall
exist from time to time (collectively the “ Shared Accesses”).

(b) The State and Authority each hereby grant to the other their respective
tenants, contractors, employees, agents and invitees, for the benefit of the Facilities and the
Commons Building, as grantees, a nonexclusive easement under, through and across the
Facilities and Commons Building for the install ation, operation, maintenance, repair and
replacement of water drainage systems or structures, water drainage, water mains, sewers, water
sprinkler system lines, telephones, communication lines and systems, wireless communications
and systems, electrical conduits or systems and the light produced from the same, heating and
cooling, ventilating and ducts, lines, controls and system components, and the heating and
cooling produced from the same, gas mains, elevators and its component parts, controls and
systems, and other public or private utilities or systems as are reasonably necessary for the
planned construction and incorporated design of the Facilities and Commons Building and as the
same shall exist from time to time (collectively the “ Shared Utilities”).

(©) The cost of operating, maintaining, repairing or replacing any of the
systems, lines, components or equipment shared in the use and operation of the Facilities and
Commons Building shall be shared equally between the operator or occupant of the Premises and
the State.

(d) Any alteration, modification or remodel of the Commons Building which
affects the Shared A ccesses or the Shared Utilities shall be subject to the prior written consent of
the Authority, which consent shall not be unreasonably withheld, conditioned or delayed. Any
alteration, modification or remodel of the Facilities which affects the Shared Accesses or the
Shared Utilities shall be subject to the prior written consent of the State, which consent shall not
be unreasonably withheld, conditioned or delayed.

(e In the event of damage, destruction or condemnation of the Commons
Building, State shall repair, restore, rebuild or replace the Commons Building to its condition
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prior to the damage, destruction or condemnation or as otherwise approved by the Authority,
which approval shall not be unreasonably withheld, conditioned or delayed; provided that the
cost of such obligation shall not exceed the net proceeds of any insurance or condemnation award
with respect to the Commons Building and if the net proceeds of any insurance or condemnation
award are insufficient to repair, restore, rebuild or replace the Commons Building to its prior
condition, the State shall nonetheless restore or replace the Commons Building to the extent
necessary to permit the Premises and Facilities to function as a separate complex. In the event of
damage, destruction or condemnation of the Facilities, the owner or operator of the same shall
repair, restore, rebuild or replace the Facilities to its condition prior to the damage, destruction or
condemnation or as otherwise approved by the State, which approval shall not be unreasonably
withheld, conditioned or delayed; provided that the cost of such obligation shall not exceed the
net proceeds of any insurance or condemnation award with respect to the Facilities and if the net
proceeds of any insurance or condemnation award are insufficient to repair, restore, rebuild or
replace the Facilities to its prior condition, the owner or operator of the Facilities shall
nonetheless restore or replace the Premises and Facilities to the extent necessary to permit
Commons Building to function as a separate complex.

8. Right to Assign: Subject to therights of State under the Facilities Lease and subject
to State' s consent, which shall not be unreasonably withheld, Authority shall havetheright to assign
this Site Lease. State hereby consents to any assignment by Authority to secure any Mortgage
described in paragraph 10 hereof. Inthe event of such an assignment, except assignmentsto secure
such Mortgages, Authority shall bereleased from any and all liabilitiesarising or accruing under this
Site Lease after the date of such assignment.

9. Optional Termination: At such time as all sums owing for any bonds or notes
issued by Authority to finance Facilities and al other obligations of the Authority relating to the
Facilities or the Premises have been paid in full or provisionsfor such full payment have been made
to the satisfaction of Authority, the State shall have the right, at its option, to terminate this Site
Lease by written notice to Authority and all alterations, improvements, replacements and
appurtenances on or to the Premises, including the Facilities, shall be deemed to be part of the
Premises and shall revert to State and shall become the sole and absolute property of State.

10. Mortgages: Authority shall have the right at any time and from time to time to
pledge, lien or otherwise encumber its leasehold interest herein granted and itsinterest in any or all
improvements thereon and appurtenances thereto by one or more mortgages, deeds of trust,
assignment, or other encumbrances (herein referred to as “Mortgages’), as security for aloan or
loans or other obligation of Authority, provided that:

@ TheMortgagesand all rights acquired thereunder shall be subject to each and
all of the covenants, conditions, and restrictions set forth in this Site Lease and shall be subject to all
rights and interests of State as provided in this Site Lease and shall not encumber State’ sfeetitleto
the Premises.

(b) Authority shall give State prior notice of any such Mortgages, and shall
accompany the notice with atrue copy of such Mortgages and any indebtedness secured thereby.
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11. Indemnification: Authority shall indemnify and hold the State, its agents,
representatives, employees and assigns, harmless from and/or against any and all claims, damages,
costs, liabilities, and expenses (including reasonable attorneys’ fees and defense costs) arising out of
or relating to Authority’ s possession, operations or performance under this Site Lease.

This indemnification does not apply to clams, damages, costs, liabilities, and
expenses (including reasonable attorneys fees and defense costs) which are or are aleged to be
caused, in whole or in part by any act or omission for which Authority is indemnified under the
Facilities Lease, or by negligent or otherwise wrongful acts, errors, omissions or fault on the part of
the State, or its employees, agents, representatives, or assigns, or isaresult of the State’ s breach of
this Site Lease.

12. Hazardous/M aterials: In the event any hazardous materials are found to exist in or
under the Premises prior to the date of this Site Lease in violation of any environmental laws or if
any appropriate government agency or authority requirestesting to determine whether any hazardous
materials are in violation of any environmental laws, State, at State’' s cost and expense, shall cause
such testing and to cause any such hazardous materials to be removed, remediated or abated in
compliance with all environmental laws. State hereby agrees to indemnify, defend, and hold
Authority harmless from and against any and all clams, damages, liabilities, costs, expenses
(including reasonable attorneys' fees), causes of action and judgments arising out of or related to
hazardous materials existing in, or under the premises prior to the date of this Site Lease. Asused
herein, the term “environmental laws’ shall mean the Comprehensive Environmental Response
Compensation and Liability Act of 1980, as amended (CERCLA) the Resource Conservation
Recovery Act, asamended (RCRA), the Federal Water Pollution Control Act, theClean Air Act and
any similar local, state or federal law, rule, ordinance or regulation. As used herein, the term
“hazardous materials’ shall mean any hazardous substance, pollutants, contaminants, or other
hazardous waste or toxic substances defined in any environmenta lawsincluding, without limitation,
petroleum and petroleum products, asbestos and asbestos containing materials, PCBs and urea-
formaldehyde. Without limiting the generality of theforegoing, State agreesto abate all asbestosand
asbestos containing materials in the existing buildings located on the Premises prior to their
demolition by a licensed asbestos abatement contractor in accordance with all applicable
environmental laws and furnish the Authority an asbestos abatement certificate upon completion.

Authority shall not, nor shall it allow others to, accumulate, use, or store on the Premises
materials classified as hazardous, biomedical or toxic waste except in compliance with all state,
federal, or local laws, rulesor regulations. Authority shall comply with any lawful order by an entity
reposed with Authority to regulate the use, accumulation, storage or disposal of hazardous waste.
Authority shall not be responsible for any of such materials placed on the Premises by or through
State prior to or during any term of the Facilities Lease.

13.  Zoning/Building Restrictions: This Site Lease is subject to all applicable zoning
ordinances and restrictions and all limitations of record, and is subject to any and all easementsfor
public utilitiesof record. State warrantsthat such ordinances, restrictions, limitations and easements
do not prevent the use of the Premises as provided for in the Facilities Lease.
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14. Waste and Nuisance Prohibited: Authority shall comply, during the term of this
Site Lease, with all applicablelaws affecting the Premises, the violation of which might result in any
penalty assessed upon State or forfeiture of State’ stitleto the Premises. Authority shall not commit,
or suffer to be committed, any waste on the Premises or improvements, or any nuisance.

15. Remediesand Forbearance/Waivers: No delay or omission on the part of State or
Authority to exercise any right or power granted herein shall impair any such right or power nor shall
be construed as awaiver thereof, and every such right or power may nevertheless be exercised.

16. Officials, Agents, and Employees Not Personally Liable: It isagreed that in no
event shall any official, officer, employee or agent of Authority, nor any official, officer, employeeor
agent of State be in any way personally liable or responsible for any covenant or agreement herein
contained, whether expressed or implied, nor for any statement, representation or warranty made
herein or in any way connected with this Site Lease.

17. Quiet Enjoyment: State covenantsthat Authority shall have the peaceful and quiet
enjoyment of the Premises for the term of the Site Lease.

18. Right of Entry: Authority shall permit State and the agents and employees of State
to enter into and upon the Premises at all reasonabletimesfor the purpose of inspecting the same, or
for the purpose of posting notices of non-responsibility for alterations, additions, or repairs, without
any rebate of rent and without any liability to Authority for any loss of occupancy or quiet enjoyment
of the Premises thereby occasioned; provided, however, that State shall first give twenty four (24)
hours written notice of its desire to inspect the Premises and such inspection shall be accompanied
by a designated representative of Authority. Such notice and inspection procedures shall not apply
during any term of the Facilities Lease.

19. Default: Inthe event State shall at any time deem Authority to be in breach of this
Site Lease, State shall promptly notify Authority, in writing, stating specifically the nature of any
such alleged breach. Authority shall not be deemed to bein default hereunder unless Authority fails
to commence to cure any such default within ninety (90) calendar days after its receipt of such
written notice and to diligently proceed to cure such default within areasonabletime. Intheevent of
default State shall have al rights and remedies provided by law.

20.  Attorney Fees and Costs. In the event that either party to this Site Lease shall
enforce any of the provisions hereof in any action at law or in equity the prevailing party to such
litigation shall be entitled to recover from the other party or partiesall costs and expenses, including
reasonabl e attorney fees, incurred therein.

21. | ntegration: This Site Lease embodiesthe entire agreement and understanding of the
parties relating to the subject matter herein and supersedes al prior understandings rel ating thereto.
This Site Lease shall not be modified except in writing signed by all parties to be bound.

22. Execution of Documents: The parties agreethat they shall sign or causeto be signed
all documents necessary to the effectuation of this Site Lease or any of the provisions herein.
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23.  Warranty of Title: Statewarrantsto Authority that it hasthe power and authority to
enter into this Site Lease and that the execution, delivery of this Site Lease and the performance of
the contractual obligations set forth herein are not in violation of any federal, state, or local statute,
ordinance, rule or regulation and that no consents not already obtained are required. State further
warrants that State has good and marketabl e title to Premises, free and clear of all claims, liensand
encumbrances.

24. Notices: All noticesunder this Site Lease shall beinwriting and shall be deemed to
have been duly given on the date of serviceif served personally on the party to whom noticeisto be
given, or on the date of mailing if mailed to the party to whom noticeisto be given by registered or
certified United States mail, postage prepaid, and properly addressed as follows:

If to State: University of ldaho

with copy to: Department of Administration
Attn: Director
Statehouse Mall
Boise, Idaho 73720

If to Authority: Idaho State Building Authority
Attn: Executive Director
Post Office Box 2802
Boise, Idaho 83701

The addresses provided above may be changed and additional addresses or notices
may be specified from time to time by notice given in writing in accordance with this Section.

25. Binding Effect: This Site Lease shall be binding upon and shall inureto the benefit
of the heirs, personal representatives, successors and assigns of the parties.

26. Severability: If any term or provision of this Site Lease or the application of it to any
person or entity or circumstances shall to any extent be invalid or unenforceable, the remainder of
this Site Lease or the application of such term or provision to persons, entities or circumstances,
other than those as to which it isinvalid or unenforceable, shall not be affected thereby, and each
term and provision of this Site Lease shall be valid and shall be enforced to the extent permitted by
law.

27. Headings: Section headings contained herein arefor convenience and reference and
are not intended to define or limit the scope of any provisions of this Site Lease.
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28. Counterparts: This Site Lease may be simultaneously executed in severa
counterparts, each of which shall be an original and all of which shall constitute but one and the
same instrument.

29. Timeof theEssence: Timeisof the essence of thisSite Lease, and of each and every
covenant, term, condition, and provisions thereof.

30. Recording Copy: Either party may, at its option and expense, record this Site Lease.

IN WITNESS WHEREOF, the parties have caused this Site L ease to be executed effective as
of the day and year first above written.

STATE: AUTHORITY:
STATE OF IDAHO acting by and through IDAHO STATE BUILDING AUTHORITY

THE BOARD OF REGENTS OF THE
UNIVERSITY OF IDAHO

By By
Laura Hubbard, Its Interim Vice V. L. “Bud’ Tracy, Its Chairman
President of Finance and
Administration
Attest

Wayne V Meuleman, Its Secretary
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STATE OF IDAHO )
) ss.
County of )
Onthis day of , 2003, before me, the undersigned, aNotary Publicin

and for said state of Idaho personally appeared Laura Hubbard known or identified to me to be the
Interim Vice President of Finance and Administration who acknowledged to methat he executed the
within Site Lease on behalf of the State of 1daho acting by and through the Board of Regents of the
University of Idaho in her representative capacity.

IN WITNESSWHEREOF, | have hereunto set my hand and affixed my official seal the day
and year in thisfirst above written.

Notary Public for Idaho
Residing at
Commission Expires:

STATE OF IDAHO )

) ss.
County of Ada )
Onthis day of , 2003, before me, the undersigned, a Notary Public

inand for the state of Idaho, personally appeared V.L. Bud Tracy and WayneV_Meuleman, known or
identified to me to be respectively the Chairman and Secretary of 1daho State Building Authority,
each of whom acknowledged to me that they executed the within Site Lease on behalf of the Idaho
State Building Authority in their representative capacity.

IN WITNESSWHEREOF, | have hereunto set my hand and affixed my official seal the day
and year in thisfirst above written.

Notary Public for Idaho
Residing at Boise, Idaho
Commission Expires:
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EXHIBIT A-1

REAL PROPERTY DESCRIPTION

[legal description based upon survey]
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EXHIBIT A-2

CAMPUSMAP
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EXHIBIT B

DESCRIPTION OF IMPROVEMENTS COMPRISING THE FACILITIES

The project is awhole-building renovation of the University Classroom Center and its
conversion to a state-of-the-art, technol ogy-enabled Teaching and Learning Center. When
completed, the facility will support general education; tutoring and mentoring services; student
life; support; and other functions, services and activities. The facility will also house elements of
Information Technology Services, Office of the Dean of Students, offices of multi-cultural
affairssy CAMP, a specialized lab for the Department of Communications, computer labs, and a
small food service outlet.

Total Square Footage: 61,000
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DEVELOPMENT AGREEMENT
(University of Idaho Teaching and Learning Center)

THISDEVELOPMENT AGREEMENT (“Agreement”) ismade and entered into as
of the day of , 2003, by and between the IDAHO STATE BUILDING
AUTHORITY (the*Authority”) and the STATE OF IDAHO (the“ State”), acting by and through its
Department of Administration (“IDOA™) through its Division of Public Works (“DPW”) and
UNIVERSITY OF IDAHO (*U of I").

RECITALS

A. The Authority intends to acquire certain educationa and academic
facilities (the “Facilities”) to be constructed on the University of Idaho Campus located at
Moscow, Idaho.

B. Real property located within U of | has been leased to the Authority under
a Site Lease dated as of , 2003, upon which the State shall cause the Facilities to
be constructed for the Authority.

C. The Authority intends to issue its revenue bonds to provide funds which,
together with other funds that may be provided by the State, shall be applied to payment of costs
of planning, designing and constructing the Facilities.

D. The State intends to enter into a construction management contract (the
“CM Agreement”) with aqualified and licensed construction manager, Hoffman Construction
Co. (the*CM”) for professional servicesin the management of contracts for the construction of
the Facilities and has entered into a professional services agreement dated September 26, 2001
(the “ Architect Agreement”) with a qualified and licensed architect, Design West Architects P.A.
(the “ Architect”) to prepare plans and specifications (the “Plans’) for the Facilities.
Additionally, the State intends to enter into additional contracts as may be necessary and
appropriate to cause the Facilities to be completed in accordance herewith. Herein, all such
contracts are collectively referred to as the “ State Contracts’.

E. The State, acting through IDOA and U of | has agreed to |lease the
Facilities from the Authority pursuant to alease agreement (the“Facilities Lease”) dated as of
, 2003.

F. The Authority and State desire to set forth in this Agreement their
respective responsibilities and agreements with respect to the Facilities and the planning, design
and construction thereof.

NOW, THEREFORE, IT IS AGREED:
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1 Recitals: The parties acknowledge the foregoing Recitals are true and are
incorporated into this Development Agreement asiif set forth in full.

2. Authority of DPW to Act for State: DPW is authorized and empowered
to act on behalf of the State in all respects pertaining to the planning, design and construction of
the Facilities and as to all of the obligations of the State under this Agreement. IDOA and U of |
hereby authorize DPW to act as their representative and agent and agree to be fully bound by all
acts, authorizations, representations and decisions of DPW, except as otherwise expressly
provided in this Agreement.

3. Final Design and Approvals: The State shall secure the completion of
the final Plans for the Facilities, which shall include detailed plans and specifications suitable for
bidding and award of construction contracts, and shall secure the written approval thereof, in a
form acceptable to the Authority, by the of U of I, by the Permanent
Building Fund Advisory Council, and by the Administrator of DPW. A complete set of the
approved Plans shall be provided to the Authority.

4, Design and Construction of Facilities: The State agreesthat it shall
cause the design and construction of the Facilities to be substantially completed in every material
respect asfollows:

@ The final Plans for the Facilities shall be subject to the written
approval of U of | and shall not be materially changed without the written approval of U of | and
the prior written consent of the Authority, which consent shall not be unreasonably withheld.

(b) The Facilities and every part thereof shall be constructed in a sound
and workmanlike manner and shall be free from all material design or construction defects.

(© The Facilities and every part thereof shall be constructed in
accordance with the approved Plans, applicable building codes and all other applicable
governmental regulations and requirements.

(d) The State shall have full responsibility to cause the design and
construction of the Facilities to be properly completed in all substantial respects in accordance
with the objectives, requirements and needs of U of | for use of the Facilities as educationa and
academic facilities.

(e DPW shall, at its expense, provide qualified personnel to perform
necessary services in the administration of the State Contracts and in the inspection of work and
services through the design and construction of the Facilities.

5. Costs:

@ Budget: The State has approved a budget that they reasonably
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expect to include al costs and expenses for the construction of the Facilities, including a
reasonable amount for contingencies, a copy of which is attached hereto as Exhibit A (“Budget”).
The State hereby represents and warrants to the Authority that the Facilities, as designed, can be
completed for the amount set for the in the Budget on or before the completion date set forth in

Article 8 hereof.

(b) Expendituresto Date: As of the date of this Agreement, the State
hereby represents, warrants and agrees that it has expended the following amounts for the
planning, design and construction of the Facilities which amounts were included in the Budget.

(© The sum of $ for surveys, engineering studies, project
planning and programming and design services and related costs.

(d) [other]
6. Additional Available Funds: The State and represents and warrants to
the Authority that additional funds totaling $ ) are currently

available to the Authority from the State to pay costs of the Facilities (* Additional Funds’).
Prior to issuance of bonds by the Authority, the Additional Funds shall be transferred to the
Authority and deposited into a construction fund maintained and controlled by the Authority
from which costs for planning, design and construction of the Facilities shall be paid in
accordance with this Agreement (“ Construction Fund”). The Additional Funds shall be held and
applied by the Authority, together with funds provided by issuance of Authority bonds, to costs
of the Facilities in accordance with the provisions of the bond resolution adopted by the
Authority for the bonds.

7. Financing by Authority: The Authority agrees to issue revenue bonds or
notes from which atotal of Eleven Million Seven Hundred Thousand Twenty-Nine Dollars
($11,729,000) shall be deposited into the Construction Fund to be applied, with Additional Funds
to pay Costs of Acquisition and Construction as defined in the Facilities Lease. The Authority
shall pay from its Construction Fund costs of the Facilities, not to exceed the total available
fundsin the Construction Fund, as follows:

@ All costs incurred directly by the Authority in connection with the
Cost of Acquisition and Construction as defined in the Facilities Lease.

(b) All reasonable costs incurred by the State pertaining to the
planning, design and construction of the Facilities, as follows:

(1) the actual amounts owing by the State under the State
Contracts, as and when due, less amounts previously paid thereunder by the State; and

(i)  theactua amounts owing by the State for any other purpose
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pertaining to the Facilities approved in advance by the Authority and not to exceed the amount
approved in advance by the Authority.

The Authority agrees to provide to the State, upon request, periodic statements
detailing expenditures from the Construction Fund.

8. Guaranty of Completion and Cost: The State has undertaken or will
undertake the planning, management, control and direction of the design and construction of the
Facilities and does hereby guaranty to the Authority that the Facilities shall be completed as
required in this Agreement. State agrees to be responsible for al risks relating to the planning,
design and construction of the Facilities, including but not limited to:

@ The faults, failure or defaults of any employee, agent,
representative, or contractor engaged by the State to perform any service or work pertaining to
the Facilities;

(b) Cost overruns for any reason including, without limitation, any
forseen or unforeseen, anticipated or unanticipated conditions, delays, material shortages; actions
of any persons or entity (other than the Authority); any State actions to control the progress of the
work; any legal restrictions upon the State’' s ability to enter into or perform the State Contracts or
other events which may entitle any contractor or other person or entity to additional funds; and

(© Failure to substantially complete the construction of the Facilities
to be available for occupancy not later than May 1, 2005, subject to reasonable extensions
approved by the Authority, which approval shall not be unreasonably withheld.

0. Payment Procedur e: The State shall submit to the Authority not more
frequently than monthly awritten application for payment based upon the work completed during
the immediately preceding month. On or before the date the requested payment becomes payable
by the State, but not less than 15 calendar days after receipt of the application, the Authority shall
make payment on behalf of the State, the sum representing work compl eted, equipment and
materials stored at the site or other approved locations, or other appropriate work or services
completed for the benefit of the Facilities. The amount payable by the Authority shall not exceed
the sum actually owing by the State for which such application is made. The State shall monthly
provide to the Authority an estimate of cash flow requirements for the succeeding three (3)
months and the Authority agrees to arrange the availability of funds to be paid hereunder
accordingly, if possible, or to notify the State of its inability to do so.

10.  Construction Progress Certifications: At any time upon request and
regularly with any application for payment of sums owing under the State Contracts, the State
shall furnish to the Authority certifications, in aform acceptable to the Authority, signed by the
Architect, the CM and DPW. Such certifications be in accordance with the certificates required
by and pursuant to the State Contracts, and subject to the rights and obligations of the Architect,
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the CM and DPW thereunder, shall state that the amount applied for fairly represents the value of
work then performed and shall further state that:

@ The work represented thereby has reached the stated percentage or degree
of completion;

(b) That, to the best of the certifier’ s knowledge, information and belief, all
work performed substantially complies with the applicable State Contract, the Plans and this
Agreement, or that, if any work does not so substantially comply, the certification shall include
areport specifying in reasonable detail all areas and aspects in which the work does not
substantially comply and such progress payment shall not be made for such non-conforming
work, and

(© That the unpaid balance of monies thereafter payable under the applicable
State Contracts, together with unexpended funds available for change orders as provided herein,
is sufficient to complete the Facilities.

11.  Conditional Assignment of Contract Rights: The State hereby assigns
to the Authority all of itsrights and interest in and to the State Contracts. Thisassignment isto
secure the State’ s strict performance of the terms of this Agreement and shall be fully effective
only upon the default of the State hereunder. The State, and not the Authority, shall remain
solely responsible for performance of the State Contracts notwithstanding such assignment.
Nothing hereunder shall obligate the Authority either now or in the future to assume or perform
the State' s obligations under the State Contracts.

12.  Conveyance of Facilities: The State hereby sells, assigns, grants and
conveys to the Authority all of the following:

@ The interest of the State in and to the Plans and all drawings and
design documents and materials of every kind or nature relating to the design of the Facilities;
however, the State retains the right to use of the Plans, drawings, design documents and other
materials to expand, ater, modify, repair or improve the Facilities during the term of the
Facilities Lease;

(b)  All work in progress, materials, equipment, supplies, and other
personal property of every kind or nature, whether or not stored on the site of the Facilities,
furnished under the State Contracts, or paid for with funds furnished by the State, or paid for with
funds furnished by or through the Authority; and

(© The Facilities and all rights and interests of the State thereto
subject to the provisions of the Site Lease.

13. Notice Upon Default by Contractors: In the event of amaterial default
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by any contractor under the State Contracts and prior to the State taking action to (i) terminate
such contract or suspend performance of the work, (ii) employ a separate contractor to perform
portions of the work, or (iii) otherwise take action with respect to such defaulting contractor, the
State shall provide the Authority written notice of its proposed or intended actions at least five
(5) days prior to taking any such action and shall secure the Authority’ s written consent to such
action, which consent shall not be unreasonably withheld by the Authority.

14. Authority Consent for Changes Required: Consent by the Authority
shall be required for (a) any single change affecting the cost of the Facilities by more than Fifty
Thousand Dollars ($50,000), or cumulative changes having an aggregate cost of more than Two
Hundred Thousand Dollars ($200,000) and (b) to any single change delaying substantial
completion of the Facilities by more than thirty (30) days or cumulative changes delaying
substantial completion in the aggregate by more than sixty (60) days. The consent of the
Authority may be withheld until, or conditioned upon, receipt by the Authority of necessary
funds to complete the items in the change order. The State shall not approve or initiate changes
so affecting costs or delays without the prior written consent of the Authority, which consent
shall not be unreasonably withheld. The Authority agrees to provide its consent hereunder within
areasonable time as determined by the circumstances giving rise to such changes and within
sufficient time to permit the State to take appropriate action regarding such changes. In any
instance in which changes occur which affect costsin excess of such amounts, the express
written concurrence of U of | shall be obtained prior to requesting the Authority’s consent to such
changes. The Authority’ s consent to any such changes or delays shall not modify the obligation
of the State to pay rent commencing July 1, 2004 as provided in the Facilities Lease.

15.  Access to Facilities and Information: The Authority, its agents,
employees and representatives, shall have reasonabl e access to the construction site of the
Facilities, to all materials, equipment and/or supplies relating thereto, to all materials, documents
and information held by the State or any project representative or any third party employed by,
representing, or acting in any way as the agent of the State, and to al documents, materials, plans
and other information held by the contractor or its agents, subcontractors, or suppliersthat is
legally or in fact available to the State.

Upon completion of the Facilities, the DPW shall maintain for the benefit of the
Authority (i) one complete set of “as-built” Plans (drawings and specifications) (ii) one complete
set of operating manuals, and (iii) copies of all written warranties.

16. Insurance: In addition to the insurance required under the Facilities
Lease, the State shall procure and maintain builder’s all risk insurance insuring the Facilities
against loss or damage from insurable perils, including flood and earthquake if available on
reasonable terms. Such insurance shall be in the amount of the full replacement cost of the
Facilities and shall include loss of use or loss of rents and soft costs with limits acceptable to the
Authority. All such insurance shall include the Authority as an additional named insured and
shall contain aloss payable clause covering the interest of any trustee appointed by the Authority
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in connection with the issuance of bonds. Prior to commencing construction of the Facilities, the
State shall provide to the Authority and its trustee a certificate of insurance, in aform acceptable
to the Authority, evidencing such insurance.

17. |ndemnification: The State shall indemnify, defend and hold the
Authority harmless from any claim, liability, loss, or expenses of any nature relating to or arising
out of this Agreement, the Facilities, or any work performed in connection therewith, the State
Contracts or arising out of or relating to any act or omission of any employee, agent,
representative, consultant or other person acting on behalf of the State. Thisindemnification
shall run to the Authority, its officers, directors, employees, and representatives. This
indemnification shall include all reasonable attorney’ s fees and other reasonable defense costs.
In the event the State fails or refuses to indemnify or defend the Authority without reservation or
condition as to any such claim against the Authority, the Authority may, if it so elects, defend
itself with counsel it selects without limiting in any way the obligations of the State hereunder,
and all costsincurred by the Authority in such instance, and any judgment or other claim
rendered against the Authority or determined by the Authority to be due, shall be immediately
due and payable from the State.

Nothing in this paragraph 16 shall be construed as the agreement of the State to
indemnify the Authority from liability for damages arising out of director’s and officer’ s liability,
personal injury or damage to property caused exclusively by the malfeasance or negligence of the
Authority.

18.  Non-Assignment by State: The State shall not assign this Agreement. In
the event the State delegates any of its obligations under this Agreement to any independent third
party engaged by or employed by the State in connection with the Facilities, no such delegation
shall reduce or in any way limit the State’ s obligations hereunder.

19.  Assumption of Rights of Authority: Therights of the Authority
hereunder run to the Authority, and its successors and assigns, and all rights of the Authority
hereunder shall be assignable to and enforceable by any bondholder of the Authority, or any
trustee representing the same to the same effect and in the same manner as enforceable by the
Authority itself.

20. Notice of Default: In the event either party contends that a default or
claimed default has occurred hereunder, such party shall prior to taking any legal action to
enforce its rights hereunder, give written notice of such default or claimed default to the other,
specifying with reasonable detail the nature of such defaults. The party allegedly in default shall
have fifteen (15) days from the date such notice is given to cure such default. Provided,
however, such notice shall not be required if the default itself or any delay in taking legal action
for the period required for notice has the effect of limiting or terminating the rights of party not in
default or if such default is such that it cannot be cured by the defaulting party, and in such
instance, the non-defaulting party shall use reasonable efforts to give notice to the other as may
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be reasonable and practical in the circumstances, but may take immediate action itself to correct
or cure the default and exercise al other rights hereunder.

21. Remedies on Default of State: In the event of any default hereunder, the
Authority shall have any or al of the following remedies:
@ All remedies provided under the Facilities Lease;

(b) Theright to recover all of its damages, including but not limited to
compensation for loss of use of the Facilities and/or loss of rental income;

(© Upon written notice pursuant to paragraph 20 to the State of its default, the
Authority shall succeed to all rights and remedies of the State under the State Contracts assigned
hereunder to the Authority, but shall not thereby itself become liable under any of such contracts;

(d) If the State’ s default may be cured or mitigated by the payment of money
or by completion of the work, the Authority may in its sole discretion, but shall not be obligated
to, pay such sums as the Authority deems appropriate, or complete the work or such portion
thereof as the Authority deems appropriate, and all sumsincurred or paid by the Authority shall
be immediately due and payable to the Authority by the State;

(e Injunction, specific performance, equitable relief, and

) No remedy hereunder shall be exclusive, nor shall the Authority’ s decision
to pursue one remedy constitute an election of remedies.

22. Notice: Inthe event noticeisrequired hereunder, such notice shall be
deemed given upon depositing the same in the United States mail by certified mail, return receipt
requested, to the following persons at the following addresses:

Idaho State Building Authority
Post Office Box 2802

Boise, Idaho 83701

Attention: Executive Director

Idaho Department of Administration
Statehouse Mail

Boise, Idaho 83720

Attention: Director

23.  Authorized Representative: The Executive Director of the Authority is
authorized to act for the Authority regarding al matters contained in this Agreement. The
Administrator for Division of Public Works shall represent the State of Idaho asto all matters
contained in this Agreement.
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24.  Attorney Fees: Inthe event either party to this Agreement isrequired to
initiate or defend litigation with respect to the terms hereof or to enforce any of itsrights
hereunder, the prevailing party in such litigation shall be entitled to reasonable attorney’ s fees
incurred in such litigation, including all discovery costs and costs of expert witnesses, together
with al reasonable litigation expenses.

EXECUTED on the dates set forth below.

IDAHO STATE BUILDING AUTHORITY

By:

Chairman
Date:

STATE OF IDAHO, DEPARTMENT OF
ADMINISTRATION, DIVISION OF
PUBLIC WORKS

By:
Its Administrator
Date:

UNIVERSITY OF IDAHO

By:
Its
Date:
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Teaching & Learning Center

11,729,000.00

800,800.00
$12,529,800.00

Uses of Construction Funds Budget Paid To Date Balance
Design Fees and Costs 859,516.00 (516,275.00) 343,241.00
Construction Management 1,140,780.00 1,140,780.00
Construction Contracts 9,120,000.00 9,120,000.00
Construction Testing 20,000.00 20,000.00
Consultant Services 50,000.00 50,000.00
Special Equipment 380,000.00 380,000.00
Plan Check/Advertising 14,150.00 (548.00) 13,602.00
Site Survey/Investigation -
Contingency Allowance 945,354.00 (392.00) 944,962.00

Total

$ 12,529,800.00
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FACILITIESLEASE
(University of Idaho Teaching and Learning Center)
THIS FACILITIES LEASE, made as of the day of , 2003, between the

IDAHO STATEBUILDING AUTHORITY (the“Authority”), aslessor, and the STATE OF IDAHO
(the* State”), acting through theIDAHO DEPARTMENT OF ADMINISTRATION (“IDOA”) and
BOARD OF REGENTS OF THE UNIVERSITY OF IDAHO (“U of 1), with the consent and
approval of the IDAHO STATE BOARD OF EDUCATION, as lessee.

RECITALS

A. The Authority was created by the Idaho State Building Authority Act, Title 67,
Chapter 64, Idaho Code (the“Act”), to finance, construct, and operate facilitiesfor the purposes set
forth in the Act; and

B. The Authority isempowered by the Act, among other powers, to acquire property; to
enter into agreements with the State of Idaho or any agency, board, department or commission
thereof for the financing of facilities; to provide for the acquisition, development, construction,
reconstruction, improvement, alteration, maintenance, operation, or repair of facilities or parts
thereof; and to lease such facilities as provided by the Act; and

C. In accordance with the provisions of Idaho Code, Section 67-6410(a), the Idaho
Legidature, pursuant to House Concurrent Resolution No. 30, First Regular Session of the Fifty-
seventh Legislature, hasauthorized the IDOA and U of | to enter into agreementswith the Authority
as may be reasonable and necessary for the purpose of providing financing and development of
educational facilities (defined herein as the “Facilities’), for use by U of I; and

D. Concurrently herewith, the Authority hasleased thereal property described in Exhibit
A pursuant to the Site L ease, as defined hereinafter, to finance and acquirethe Facilities, and to lease
the Facilities back to the State pursuant to this Facilities Lease; and

E. The Authority intends to finance the cost of acquisition of the Facilities and related
costs by the issuance of bonds, notes or other evidences of indebtedness as authorized by the Act;
and

F. The State and the Authority acknowledge that there shall be no merger of the State’s
leasehold interest in the Facilities and its ownership interest in thereal property described in Exhibit
A; and

G. The State will be responsible for the design and construction of the Facilities pursuant
to theterms of the Devel opment Agreement, as hereinafter defined, and will leasethe Facilitiesfrom
the Authority upon the terms and conditions set forth in this Facilities Lease.

NOW, THEREFORE, in consideration of the mutual promises, conditions, and covenants set
forth herein, the parties agree:
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ARTICLE 1
FINDINGS AND DECLARATION

Section 1.1  Findings: The Authority hasfound and declared, in accordance with Section
67-6410(c), Idaho Code, that the Facilitieswill be of public use and will provide a public benefit to
the people of the State of Idaho.

Section 1.2 Declaration: The partiesagree and acknowledge that the Recitals contained
in this Facilities Lease are true and are incorporated into this Facilities Lease asif set forth in full.
This Facilities Lease shall constitute the agreement of the Authority to provide the Facilities as
required by Section 67-6410(b), Idaho Code.

ARTICLE 2
DEFINITIONS

The terms used herein shall have the following meanings:

Section 2.1  “Act” shall mean Chapter 64, Title 67, Idaho Code, asit now exists and as
it may hereafter be amended and supplemented.

Section 2.2 “Annual Rent” shall mean, with respect to the initial term of this Facilities
Lease and each renewal term thereof, the Basic Rent and Additional Rent determined in accordance
with Article 6 hereof due and payable by the State to the Authority with respect to the Facilities for
such lease term.

Section 2.3 “Authority” shall mean the Idaho State Building Authority, an independent
public body corporate and politic of the State of Idaho, created by and existing under the Act.

Section 2.4 “Bonds’ shall mean the portion of any bond or bonds, note or notes, or other
evidences of indebtedness issued by the Authority for the purpose of financing the Cost of
Acquisition and Construction and bonds or notes issued to refinance all or any part thereof and any
bonds or notesissued to finance any additions, modifications or replacements of the Facilitiesfrom
time to time hereafter.

Section 2.5 “Bond Resolution” shall mean the resolution or resolutions of the Authority,
as amended and supplemented, authorizing the issuance of Bonds.

Section 2.6 “Code’” meansthe Internal Revenue Code of 1986, as amended, regulations
thereunder and rulings and judicia decisions interpreting or construing the Code.

Section 2.7 “Cost of Acquisition and Construction” shall mean any proper and
reasonabl e cost, whether or not specifically mentioned herein, of the lease, devel opment and design
and construction of the Facilities and furniture, fixtures, machinery, apparatus and equipment
therefore; of engineering and architectural services, designs, plans, specifications and surveys, of
planning, analysis, project management, administration, inspection and similar servicesin connection
with the Facilities; of acquisition or lease of any land or interest therein for use in connection
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therewith; of preparation of the sites thereof and of any land to be used in connection therewith; of
any indemnity and surety bonds and insurance premiums; of allocable administrative and general
expenses of the Authority; of allocable portions of legal fees, audits, fees and expenses of any
trustees, depositories and paying agents, financial advisors, underwriters and others for the Bonds;
of issuance of the Bonds and interest thereon and other financing charges, and of fees and expenses
of other advisors and consultants necessary or appropriatein connection therewith; of the payment of
any Bonds of the Authority (including any interest and redemption premiums) issued to temporarily
finance the payment of any item or items of cost of the Facilities; of expenses necessary or incidental
to determining thefeasibility or practicability of the Facilities; and of all other reasonable expenses
not specified herein as may be necessary or incidental to the development, design, construction and
acquisition of the Facilities, the financing thereof, and the placing of the samein use and operation.

Section 2.8 “Development Agreement” shall mean an agreement entered into between
the Authority and the State whereby the State agrees to compl ete the design and construction of the
Facilities satisfactory to the Authority and to convey ownership of the Facilitiesto the Authority as
the design and construction progresses.

Section 2.9 “Facilities’ shall meanthe Authority’ sinterest inthereal property described
in Exhibit A-1 with all easements and rights appurtenant thereto including the non-exclusiveright for
ingress, egress and parking included in the Site L ease hereof and all improvementsto be constructed
thereon described in Exhibit B, together with al equipment, furniture, fixtures, improvements, and
appurtenances designed, constructed or installed thereon by or for the Authority.

Section 2.10 “FacilitiesL ease’ shal mean thisFacilitiesLease, including any amendments
or supplements thereto.

Section 2.11 “Fiscal Year” shall mean the twelve-month period of each year beginning
July 1 and ending on the following June 30.

Section 2.12 “SiteL ease” shall mean the Site L ease, asamended, entered into between the
Authority and the State of Idaho acting by and through U of | [need to verify] coincidentally
herewith, containing the terms and conditions of the lease of real property and easements, described
in Exhibits A-1 and A-2, to the Authority.

Section 2.13 “Operating Costs’ shall mean the Authority’ sexpenses (including reasonable
reserves for such expenses) for real property assessments, allocable administration and general
expenses of the Authority, expenses for maintenance and repairs, insurance premiums, utility
charges, legd, financial, architectural and engineering expenses, fees and expenses of fiduciaries
under the Bond Resol ution, bond insurance, guaranty and/or letter of credit fees, interest and finance
charges, and any other expenses or contingencies to be paid or provided for by the Authority, all to
the extent properly attributableto the Facilities and payabl e by the Authority. Operating Costs shall
not include any Cost of Acquisition and Construction or any provision for depreciation, amortization
or similar charges or any expenses for maintenance and repairs, utility servicesor insurance paid for
or provided by the State pursuant to this Facilities Lease.
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ARTICLE 3
LEASE OF PROJECT; TERM OF LEASE

Section 3.1 Leaseof Facilities. The Authority hereby |easesthe Facilitiesto the Statefor
usein furtherance of the public benefit, and the State hereby |eases the Facilitiesfrom the Authority
on the terms and conditions set forth herein.

AsaffectsthisFacilitiesLease, U of | shall havethe primary responsibility to act on behalf of
the State in all respects pertaining to the obligations of the State under this Facilities Lease. The
State of Idaho hereby authorizesU of | to act asitsrepresentative and agent in all respects pertaining
to this Facilities Lease, and the State of Idaho shall be fully bound by all acts, authorizations,
representations and decisions of U of |, except as otherwise expressly provided in this Facilities
Lease.

Section 3.2 Termof Lease: ThisFacilitiesLeaseshal beinfull forceand effect fromthe
effective date hereof. The initial term of this Facilities Lease shall extend from the effective date
hereof through June 30, 2004. The State shall have the option to renew this Facilities Lease in
accordance with the provisions hereof for successive terms concurrent with and equal to succeeding
Fiscal Years thereafter and each such renewal of this Facilities Lease shall be deemed to be
exercised, automatically and without further action by the State, unless the State shall notify the
Authority inwriting of itsintent not to renew this Facilities Lease not |ater than ten (10) months prior
to the expiration of any lease term; provided, however, no term of this Facilities Lease shall extend
beyond the term of the Site Lease.

ARTICLE 4
ACQUISITION, DEVELOPMENT AND FINANCING

Section 4.1  Acquisition and Development of Facilities: The Authority agreesto acquire
real property and parking for use as the site of the Facilities by the Site Lease entered into
coincidentally herewith. Pursuant to the terms of the Site Lease, the Authority will own feetitleto
the improvements constructed thereon as provided in the Development Agreement entered into
coincidentally herewith. This Facilities Lease and the rights, title and interest of the State in this
Facilities Lease and the Facilities shall be subject to theinterests of the Authority inthereal property
and parking acquired therefor.

Section 4.2  Financing of Facilitiesby the Authority: The Authority agreesto finance
the Cost of Acquisition and Construction of the Facilities by issuance of Bonds as authorized by the
Act. The Authority may from time to time refinance or refund such Bonds as the Authority may
deem appropriate; provided the Authority shall not refinance or refund such Bonds without the
written consent of the State if to do so would increase the Basic Rent due hereunder. The Authority
shall give written notice to the State of its intent to refinance or refund such Bonds.

Section 4.3 Bond Anticipation Notes. The Authority may issue bond anticipation notes
payable from proceeds of Bonds.
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ARTICLES
USE OF FACILITIES

Section 5.1 Useof Facilities. The State agrees that the Facilities shall be used by U of |
and such other institutions, departments and agencies of the State as deemed necessary or appropriate
by the State. With the written consent of the Authority, which shall not be unreasonably withheld,
the State may enter into agreements with other entities (“Non-State Entities’) for the operation
and/or maintenance of the Facilities or for the use or occupancy of portions of the Facilities by Non-
State Entities upon the following conditions:

(@) the nature and extent of the proposed agreements with Non-State
Entities will not adversely affect the tax-exempt status of the Bonds; and

(b) such proposed users or uses shall be compatible with and
complimentary to the interests in and uses of the Facilities by the State; and

(c) the nature and extent of the proposed uses of the Facilities conformsto
policies relating to permitted uses of the Facilities adopted by the Board of Commissioners of the
Authority.

ARTICLEG6
RENT

Section 6.1 Payment of Annual Rent: Inconsideration of thelease of the Facilities, the
State shall pay to the Authority, in advance and without any set off or deduction whatsoever, the
following Annual Rent:

1) For the period of the initial term of this Facilities Lease in the Fiscal Year
ending June 30, 2004, the State shall pay no Annual Rent.

2) For the renewal term of this Facilities Lease commencing July 1, 2004 and for
each annual renewal term thereafter, the State shall, within 30 calendar days following the
commencement of such renewal terms, pay in advance:

(@) Asand for Basic Rent, an amount for such term which shall equal the
principal installments, including sinking fund deposits, and interest payable in the corresponding
Fiscal Y ear in accordance with the Bond Resolution with respect to the Bonds; and

(b) Asand for Additional Rent asfollows:

(i) the amount estimated by the Authority to be sufficient to
provide the Authority with adequate moniesto pay al Operating Costs attributable to the Facilities
for the applicable term of this Facilities Lease, plus

(ii) the amount, if any, of deposits to any debt service reserve
account, any operating fund, and any other reserve or expense accounts required to meet all terms
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and conditions of the Bond Resolution. The Authority will provide to the State an estimate of
Operating Costs which shall accompany its statement for Additional Rent.

(3) Annual Rent payable for any renewal term shall not be deferred or abated
because of delaysin completion of the construction of the Facilities or delaysin completion of any
repair or replacement of damage to the Facilities.

4) Any installment of Annual Rent whichisnot paid by the State on or beforethe
due date thereof shall, from and after said due date, bear interest until paid at the highest rate per
annum borne by any of the Bonds then outstanding; time being of the absolute essence of this
obligation.

(5) The Authority and the State hereby agreethat the Basic Rent in any leaseterm
shall be reduced by any amounts on deposit with the Authority legally availablefor and all ocated by
the Authority to the payment of principal and interest on the Bonds, including without limitation
capitalized interest deposited from the proceeds of the Bonds and fundson deposit in the debt service
account established under the Bond Resolution. Basic Rent shall be increased or decreased as
appropriate to reflect the issuance by the Authority of Bonds bearing interest at variable rate and
issuance of any additional Bonds issued to refinance the Facilities, in whole or in part, or any
additional Bonds issued for the purposes set forth in Section 9.1 hereof or issued to finance
additions, modification or replacement of the Facilities or any part thereof.

(6) Annual Rents shall be payable in lawful money of the United States of
America, which shall belegal tender for public and private debts under the laws of the United States
at the time of payment, provided that, upon prior written approval of the Authority, the State may
transfer fundsthrough electronic fundstransfer. Payment shall be made at the office of the Authority
or such other place or places as may be designated in writing by the Authority.

7) The State and the Authority have agreed and determined that such Annual
Rent represents the fair market rental value of the Facilities. In making such determination,
consideration has been given to the Cost of Acquisition and Construction, and the costs of financing
of the Facilities and the Operating Costs thereof, and the uses and purposes of the Facilities which
will accrueto the State and the Authority and the general public by reason of the use and occupancy
thereof by the State and ownership by the Authority.

(8 The parties agree that the Annual Rent hereunder constitutes ordinary
operating expense of the State within the provisions of Article VIII Section 1 of the Idaho
Constitution.

Section 6.2  Application of Rent: The Authority covenantsto use and apply Annual Rent
to payment of debt service of the Bonds, Operating Costs, depositsto required reserve accounts and
other appropriate purposes pertaining to the Facilities and/or the Bonds.
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ARTICLE 7
OPERATION AND MAINTENANCE OF THE FACILITIES

Section 7.1  Operation, Repairs, and Maintenance: The State shall, throughout theterm
of this Facilities Lease and each renewal term thereof, at the State’s cost and expense, keep and
maintain or causeto be kept and maintained, the Facilitiesand all equipment, fixtures, additionsand
improvements thereof, in good order and condition, and shall, at the State' s cost and expense, make
or cause to be made all necessary repairs, renewals, and replacements with respect to the Facilities.
To the extent repairs or replacements are insured under policies maintained by the Authority and
insurance proceeds are paid to the Authority, the State shall be entitled to such insurance proceedsto
the extent of the actual costsincurred by the State and except to the extent theinsurance proceeds are
required to be otherwise applied in accordance with the terms of the Bonds. Subject to Section 10.1,
in the event the Facilities or any part thereof are damaged or destroyed by uninsured or partially
uninsured casualty of any kind, the State shall either replace or rebuild the Facilitiesin equal value,
or pay such sums to the Authority as may be required to fully pay and discharge the Bonds.

Section 7.2 Utilities: The State shall pay or cause to be paid all costs, expenses and
charges for water, electricity, lights, heat, power, sewage, telephone, and other utility services,
rendered or supplied upon or in connection with the Facilities during the term of thisFacilitiesLease
and each renewal term.

Section 7.3 |nsurance:

@D The State shall maintain or causeto be maintained with responsibleinsurersor
under an established program of self-insurance (as considered to be adequate by an Insurance
Consultant as may be engaged by the Authority) the following kinds and amounts of insurance
acceptable to the Authority with respect to al existing buildings, improvements, equipment and other
property comprising any part of the Facilities and/or the use of the Facilities at all timesthroughout
the initial term and each renewal term of this Facilities Lease:

(@) Commercia genera liability insurance (CGL) and, if necessary,
commercia umbrellainsurance and property damage liability, and errors and omissions liability as
shall afford protection to the Authority in an amount of not lessthan $1,000,000 for each occurrence.
The commercial general liability insurance shall cover liability arising from premises, operations,
independent contractors, product-completed operations, personal injury and advertising injury, and
liability assumed under an insured contract. Such insurance shall protect the Authority to the same
extent as the State is protected from claims, demands, causes of actions, penalties, including costs
and attorney fees, arising out of the use or occupancy of the Facilities. Upon written request of the
Authority, the State will increase the amount of the CGL insurance to an amount determined by the
Authority if, in the opinion of the Authority and based on local standards, the amount of the CGL
insurance is not adequate.

(b) Commercial property insurance and, as applicable, course of
construction insurance, in the amount of the full replacement value of the Facilities or any portion
thereof, including fixtures, equipment, |essee improvements and betterments. Commercial property
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insurance shall, at aminimum, cover the perilsinsured under the |SO special causes of lossform CP
1030 and, if reasonably available, earthquake and flood insurance, debris removal, operation of
building laws, extraexpense, consequential loss, loss of rentsand/or businessinterruption. Such loss
of rentsor businessinterruption insurance shall bein an amount equal to Annual Rent payableto the
Authority by the State with respect to the Facilities during such time or times as the use of the
Facilities may be totally or partially interrupted or the construction thereof delayed as aresult of
damage or destruction resulting from perilsinsured against pursuant to this subsection (1)(b).

(c) Worker’s Compensation Insurance in the amount and in the form
which the State is required by law to maintain.

(d) Any other insurance agreed to in writing by the State and the
Authority.

(e) Any other insurance required by thetermsand conditions of the Bonds.

2) All insurance procured and any self-insurance plan maintained by the State
shall comply with the following requirements:

(@) Each policy or policies of insurance shall be written by insurance
companies authorized to do businessin the state of Idaho and furnished through an insurance carrier
or carrierssatisfactory to the Authority or through a self-insurance plan satisfactory to the Authority
and an Insurance Consultant pursuant to the Bond Resolution.

(b) True, correct and complete copies of al insurance policies or self-
insurance plan and all endorsements, changes, amendments and supplemental provisions thereto
shall be continually maintained by the State and shall be avail able for inspection and copying by the
Authority at all times during the State’ s regular office hours.

(c) All suchinsurance shall providethat coverage shall not be canceled or
amended except upon sixty (60) calendar days prior written notice to the Authority. The Authority
shall be furnished current certificates upon the commencement of theinitial term and each renewa
term of this Facilities Lease showing that all such insurance fully complies with the terms of this
Facilities Lease, and current certificates shall be furnished at any other time or times as may be
reasonably requested.

(d) All policies of insurance obtained by and any self-insurance plan
maintained by the State shall include provisions that coverage shall not be affected, reduced or
waived by any inaccurate or misleading statement or information furnished by the Statein obtaining
such insurance nor shall insurance under such policies furnished to the Authority be reduced by any
actual or alleged breach of warranties made by the State in obtaining such insurance. All liability
insurance furnished by the State shall include insurance covering the obligations of the State under
Article 8 of this Facilities Lease.

(3) The Authority and the State hereby release each other from any and al liability
or responsibility to the other asto any person claiming through or under either by way of subrogation
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or otherwise for any loss or damage to property caused by any casualty insured by the above-
described coverages, evenif thelossis caused by the fault or negligence of the other party or by any
party for whom the other party is responsible.

4) All insurance provided to the Authority by the State pursuant to thisFacilities
Lease shall name the Authority as additional named insured and contain a loss payable clause
providing for payment of proceedsto the Authority and the trustee of the Bondsto the extent of their
interest therein, and the Annual Rent otherwise payable by the State with respect to the Facilities
shall be reduced by the amount of business interruption or loss of rents insurance payments, if any,
made to the Authority and/or the trustee of the Bonds.

(5) In the event the Authority is able to procure any or al of the insurance
coverages herein required at a cost less than the cost incurred by the State thereof, the Authority
agrees to do so and the cost thereof shall be included as Operating Costs of the Authority. In such
event the obligation of the State to provide any such insurance shall continue until the insurance
coverage procured by the Authority isactualy in effect. Upon the expiration or termination of any
insurance procured by the Authority hereunder, the State shall immediately, without any interruption
in insurance coverage, procure and maintain such coverage.

ARTICLE 8
INDEMNITY

Section 8.1 State’s Indemnification: The State hereby agrees to defend, protect, hold
harmless and indemnify the Authority and its agents, employees, representatives, successors, and
assigns, against all demands, claims, liabilities, causes of action or judgments, and all loss, expense
and damage of any and every sort and kind, including, but not limited to, costs of investigationsand
attorneys' fees and other costs of defense, for:

1) injury to person or property occurring in, upon or about the Facilities or any
adjacent or related real property or improvements owned, occupied or controlled by the State or any
of its agencies, departments, bureaus or subgovernmental entities,

2) injury to person or property arising out of the use or occupancy of the
Facilities or relating in any manner to operations conducted thereon;

(3) any other premises liability relating to the Facilities;
4) any lossto person or property to the extent of its self-insurance, if any; and

(5) all liability whatsoever arising out of any public or governmental activities of
the State of any kind or nature whatsoever.

Nothing in this Article 8 shall be construed as the agreement of the State to indemnify the

Authority from liability for damages arising out of personal injury or damage to property caused
solely and exclusively by the negligence or malfeasance of the Authority.
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The obligations under this Section are deemed to be ordinary operating expenses of the State
within the provisions of Article VIl Section 1 of the Idaho Constitution.

Section 8.2 Authority’s Indemnification: The Authority hereby agrees to defend,
indemnify and save the State harmless from and against any and all liability, oss, damage, cost and
expense, including court costs and attorney fees of whatever nature or type, whether or not litigation
is commenced, that the State may incur, by reason of any act or omission of the Authority, its
employees or agents or any breach or default of the Authority in the performance of its obligations
under this Facilities Lease. The foregoing indemnity shall not apply to any injury, damage or other
claim resulting solely from the act or omission of the State.

ARTICLE9
ALTERATIONS, ADDITIONS, AND IMPROVEMENTS

Section 9.1 Alterations, Additions, and | mprovements. The State shall havetheright,
at any time and from time to time during the term of this Facilities Lease, at the State's costs and
expense, to make such, alterations, additions, expansionsand improvements, to the Facilities, asthe
State shall deem necessary or desirablein connection with its use of the Facilities. Notwithstanding
theforegoing, the State shall not make any alterations, additions, expansionsor improvementswhich
are structural or which will lessen the market val ue of the Facilities without the prior written consent
of the Authority which shall not be unreasonably withheld. Once commenced, all alterations,
additions, expansions and improvements shall be diligently pursued to completion. All such
aterations, additions and improvements shall be of such character as to not reduce or otherwise
adversely affect the value of the Facilities or therental valuethereof and all the coststhereof shall be
promptly paid or discharged so that the Facilitiesshall at all timesbefree of liensor claimsfor labor
and materials supplied thereto. All, aterations, additions, fixtures and permanent improvementsto
the Facilities shall be and become a part of the Facilities and shall become the property of the
Authority.

Section 9.2  Furniture, Fixtures, and Equipment: The State shal maintain aninventory
of all furniture, fixtures, and equipment and other tangible personal property financed or provided by
the Authority as part of the Facilitiesand shall havetheright to replace, at its expense, such tangible
personal property as the State shall deem necessary or desirable in connection with its use of the
Facilities. The State shall, upon request but in no event more than once per year, provide to the
Authority an inventory of furniture, fixtures, and equipment in use at the Facilities provided by the
Authority with the Facilities.

ARTICLE 10
DAMAGE, DESTRUCTION, AND CONDEMNATION

Section 10.1 Damage, Destruction, and Condemnation: In the event of damage,
destruction, or condemnation of the Facilities, or any part thereof, the net proceeds of any insurance
or condemnation awards with respect to the Facilities and, to the extent necessary, the proceeds of
any additional Bonds which may be issued by the Authority for such purpose pursuant to the terms
and conditions of the Bonds, shall be used and applied by the Authority in accordancewith theterms
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of the Bondsto repair, restore, rebuild, or replace the Facilities; provided, however, that, in the event
of total or substantial destruction or condemnation of the Facilitiesor in the event that the aforesaid
insurance proceeds, condemnation awards, and proceeds of Bondsare not sufficient to repair, restore,
rebuild, or replace the Facilities, the Authority with the prior written approval of the State, may el ect
not to repair, restore, rebuild, or replace the Facilities, in which case the net proceedsof all insurance
and condemnation awards, together with all other available funds, shall be applied in accordance
with the terms of the Bonds. Upon the receipt of notice from the Authority of its election not to
repair, restore, rebuild or replace, the State shall approve or disapprove of such election within thirty
(30) days after the date of such notice and failure of the State to disapprove such election within such
thirty (30) day period, shall conclusively be deemed the State’ s approval thereof. In the event the
State does not grant its approval as called for in the preceding sentence, the Authority shall be
obligated to repair, restore, rebuild, or replace the Facilities and any costs or expenses not covered by
the net proceeds of all insurance or condemnation awards or the proceeds of Bonds shall be born by
the State. Any such repair, restoration, rebuilding, or replacement of the Facilities may be in
accordance with such different design, plans, and specifications approved by the State aswill or may
providefacilities of the sameor different nature or use, so long as any such changetherein or thereof
shall not reduce or otherwise adversely affect the value of the Facilities or the rental value thereof.
In consideration of the Authority proceeding with therepair, restoration, rebuilding, or replacement
of the Facilities as above provided, the State shall continue to pay the Annual Rent due under this
Facilities Lease, except to the extent the Authority actually receives proceeds of businessinterruption
or loss of rents insurance described in Section 7.3 hereof.

In the event of damage, destruction or condemnation of the adjacent improvements owned by
the State, and the Facilities are not damaged, or the Authority has elected to repair, restoreor rebuild
or replace the damaged Facilities, the State shall repair, restore, rebuild or replace the additional
Facilitiesto the extent necessary to provide al necessary servicesto the Facilities as provided prior
to the damage, destruction or condemnation.

ARTICLE 11
PARTICULAR COVENANTS

Section 11.1 Compliance with Laws and Regulations: The State shall, at its own cost
and expense, promptly comply with, or cause to be complied with, all applicable laws and
ordinances, rules, regul ations and other governmental requirements, whether or not the samerequire
structural repairs or aterations, which may be applicable to the State, the Facilities or the use or
manner of use of the Facilities. The State shall also observe and comply with the requirementsof al
policies and arrangements of insurance at any time in force with respect to the Facilities.

Section 11.2 Covenant Against Waste: The State covenants not to do or suffer or permit
to exist any hazardous material s, contamination, waste, damage, disfigurement or injury to, or public
or private nuisance, in or upon the Facilities in violation of any state of Idaho or federal laws or
regulations and agreesto pay all costs, changes, penalties or any other expense reasonably incurred
or to be incurred to remove, restore or reclaim the Facilities or premises thereof.
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Section 11.3 Right of Inspection: The State covenants and agreesto permit the Authority
and the authorized agents and representatives of the Authority to enter the Facilities at reasonable
times during usual business hours for the purpose of inspecting the same, subject to reasonable
security requirements and procedures of the State.

Section 11.4 Condition of Facilities. The Authority makes no representation regarding the
condition of the Facilities or real property underlying or adjacent thereto and the Authority shall not
be liable for any latent or patent defects therein.

Section 11.5 Assignment and Subletting: The State shall not assign or mortgage this
Facilities Lease or any right hereunder or interest herein and shall not sublease the Facilities or any
portion thereof, without prior written consent of the Authority (which consent may be granted or
withheld by the executive director of the Authority); provided, that in no event shall the State assign
thisFacilities Lease or any right hereunder or interest herein or sublease the Facilities or any portion
thereof unless the State shall continue to remain liable for the performance of all the terms,
covenants, and conditions contained in this Facilities Lease and unless the proposed assignee or
sublessee shall agree, in writing, to be bound by al of the terms, covenants, and agreements
contained inthisFacilities Lease and all other agreementsrelated thereto. The Authority agreesthat
it will not unreasonably withhold its consent to any such assignment or subleasing.

Section 11.6 Covenant of Quiet Enjoyment: TheAuthority covenantsthat it hasfull right
and lawful authority to enter into this Facilities Lease and that, so long as the State shall pay the
Annual Rent and shall duly observe all of its covenants and agreementsin this Facilities Lease, the
State shall have, hold, and enjoy, during the initial term of this Facilities Lease and each renewal
term thereof, peaceful, quiet, and undisputed possession of the Facilities. No defect, encumbrance,
cloud, lease, restriction or other matter affecting title to the land on which the Facilities shall be
developed existing at the time the land is acquired or leased to the Authority or to which this
Facilities Lease is subrogated to shall constitute a breach of this Facilities Lease by the Authority.

Section 11.7 Tax Covenant: The State covenants for the benefit of the holders of the
Bonds and the Authority that during the term of this Facilities Lease, that no action shall betaken or
omitted with respect to the Bonds, the proceeds thereof, any other funds of the State or any Facilities
financed or refinanced with the proceeds of the Bondsif such action or omission (i) would causethe
interest on the Bondsto loseits exclusion from grossincome for federal incometax purposes under
Section 103 of the Code, (ii) would cause the Bonds to become “ specified private activity bonds’
with the meaning of Section 57(a)(5)(C) of the Code, or (iii) would cause interest of the Bonds to
loseitsexclusion from Idaho taxable income under present Idaho law. Theforegoing covenant shall
remainin full force and effect notwithstanding the payment in full or defeasance of the Bonds until
the date on which all obligations of the Authority in fulfilling the above covenant under the Code
have been met.
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ARTICLE 12
DEFAULT

Section 12.1 Events of Default: The following shall be events of default under this
Facilities Lease:

1) Failure by the State to pay the Annual Rent asthe same shall become due, or

2) Failure by the State or anyone contracting with the State to observe and
perform any other covenant, condition, or agreement to be observed or performed under this
Facilities Lease for a period of 90 calendar days after written notice, specifying such failure and
requesting that it be remedied, given to the State by the Authority or trustee of the Bonds, unlessthe
Authority or trustee shall agree in writing to an extension of such time prior to its expiration.

Section 12.2 Remedies. Whenever any event of default referred to in Section 12.1 hereof
shall occur, the Authority may take any one or more of the following remedia steps:

1) Declareall Annual Rent payablefor the applicableleasetermthenin effect to
be immediately due and payable, together with applicable interest thereon.

2) Re-enter and take possession of the Facilities, exclude the State from
possession thereof, and terminate this Facilities Lease.

(3) Take such action at law or in equity as may appear necessary or desirable to
collect all sumsdue and thereafter to become due, or to enforce performance and observation of any
obligation, agreement, or covenant of the State under this Facilities Lease.

Section 12.3 Remedies Not Exclusive: No remedy herein conferred upon or reserved to
the Authority is intended to be exclusive of any other available remedy or remedies, but each and
every such remedy shall be cumulative and shall be in addition to every other remedy given under
this Facilities Lease, or now or hereafter existing at law or in equity. No delay or omission to
exercise any right or power accruing upon any default shall impair any such right or power or shall
be construed to be awaiver thereof, but any such right and power may be exercised fromtimetotime
and as often as may be deemed expedient. Inthe exerciseof any remedy reserved to the Authority in
thisArticle 12, it shall not be necessary to give any notice, other than such notice as may be herein
expressly required.

ARTICLE 13
SURRENDER OF FACILITIES

Section 13.1 Surrender of Facilities: In the event that the State elects not to renew or
extend theterm of this Facilities Lease or thisFacilities Leaseisotherwise terminated, the State shall
immediately quit and surrender the Facilities to the Authority in the same condition in which it
existed at the date the construction of all Facilities was completed by the Authority, subject to any
aterations, additions, expansions or improvements made in accordance with Section 9.1 hereof,
ordinary wear and tear excepted.
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ARTICLE 14
LIMITATION ON OBLIGATIONS

Section 14.1 Obligationsof Authority and State: Notwithstanding any other provisions
of this Facilities Lease, no obligation assumed by or imposed upon the Authority by this Facilities
Lease shall require the performance of any act by the Authority except to the extent, if any, that the
cost and expense of such performance may be paid from the proceeds of the Bonds issued by the
Authority or from other fundslegally availableto the Authority to meet the cost and expense of such
performance, and no obligation assumed by or imposed upon the State by this Facilities Lease shall
require the performance of any act by the State, including, but not limited to, the payment of Annual
Rent, except to the extent that funds may be available for such performance or payment from State
genera appropriations or other funds legally available therefor. This Facilities Lease shall not be
construed as obligating the Legislature of the State of Idaho to make future appropriations for the
payment of Annual Rent or the performance of any other obligations under this Facilities Lease
beyond theinitial rental term or for any renewal term hereof. Inthe event that appropriated fundsare
not legally available for payment of Annual Rent or other obligations hereunder for any term, then
this Facilities Lease shall beterminated. Theliability of the State for payment of Annual Rent asit
becomes due shall be in consideration of the right of the State, whether or not exercised, to occupy
and/or use the Facilities for the then-current lease term.

ARTICLE 15
MISCELLANEOUS

Section 15.1 Pledgeof Rent, Proceeds, and L ease: Itisexpressly understood and agreed
by the parties hereto that the Authority has the right to pledge and assign the Annual Rent, all
proceeds receivable by the Authority from any sale of the Facilities, and itsrightsand interest under
thisFacilitiesLeaseto secure: (i) the payment of the principal of and theinterest on and redemption
premium, if any, on the Bonds; and (ii) other obligations of the Authority under the terms and
conditions of the Bonds.

Section 15.2 Notices: All noticesor other communications hereunder shall be sufficiently
given and shall be deemed given on the second business day following the day on whichthesameare
mailed by certified mail, postage prepaid, addressed as follows:

1) If to the State:

Idaho Department of Administration
Attn: Director

Statehouse Mail

Boise, Idaho 83720

AND

University of Idaho
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2) If to the Authority:

Idaho State Building Authority
Attn: Executive Director

Post Office Box 2802

Boise, Idaho 83701

The State or the Authority may, by notice given hereunder, designate any further or different
addresses to which subsequent notices or other communications shall be sent. Notice may be aso
given by personal delivery of awritten notice.

Section 15.3 Severability: If any term or provision of this Facilities Lease or the
application of it to any person, entity or circumstance shall to any extent beinvalid or unenforceable,
theremainder of thisFacilities Lease or the application of such term or provision to persons, entities
or circumstances, other than those as to which it isinvalid or unenforceable, shall not be affected
thereby, and each term and provision of this Facilities Lease shall be valid and shall be enforced to
the extent permitted by law.

Section 15.4 Attorney Fees. In the event either party to this Agreement is required to
initiate or defend litigation with respect to the terms hereof or to enforce any of itsrights hereunder,
the prevailing party in such litigation shall be entitled to reasonabl e attorney’ sfeesincurred in such
litigation, including all discovery costs and costs of expert witnesses, together with all reasonable
litigation expenses.

Section 15.5 Headings. The article and section headings contained herein are for
convenience and reference and are not intended to define or limit the scope of any provision of this
Facilities Lease.

Section 15.6 Counterparts. This Facilities Lease may be simultaneously executed in
severa counterparts, each of which shall be an original and all of which shall constitute but one and
the same instrument.

Section 15.7 Amendments. The Authority and the State shall not, without the written
consent of the trustee of the Bonds or other legally-authorized representative of the interests of the
owners of the Bonds, consent or agree to or permit any rescission of or amendment to or otherwise
take any action under or in connection with this Facilities Lease which will reduce the payments
required to be made by the State hereunder during the initial term or any renewal term hereof, or
whichwill in any manner materially impair or adversely affect the rights of the Authority hereunder,
and any action by the Authority or the State in violation of this covenant shall be null and void asto
the Authority and the State. Furthermore, any voluntary amendment, modification or termination of
this Facilities Lease shall require the written consent of al partiesto this Facilities Lease.
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Section 15.8 Effective Date: ThisFacilities Lease shall be effective as of the date stated
above upon its execution.
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IN WITNESS WHEREOF, the parties hereunto have caused this Facilities Lease to be
executed as of the day and year first hereinabove set forth.

AUTHORITY:

IDAHO STATE BUILDING AUTHORITY

By:

V. L. Bud Tracy, Chairman

Dated: , 2003

ATTEST:

By

Wayne V Meuleman, Secretary

STATE:
STATE OF IDAHO, by and through

IDAHO DEPARTMENT OF ADMINISTRATION

By:

Pamelal. Ahrens, Director

Dated: , 2003
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U of I:

IDAHO STATE UNIVERSITY

By:

, President

APPROVAL AND CONSENT:

STATE BOARD OF EDUCATION

By:

Blake G. Hall, President

Dated: , 2003
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STATE OF IDAHO )
) ss.
County of Ada )
Onthis day of , 2003, before me, theundersigned, aNotary Publicinand

for said State, personally appeared V.L. Bud Tracy and WayneV Meuleman, known or identified to
meto be respectively the Chairman and Secretary, respectively, of theIDAHO STATE BUILDING
AUTHORITY, each of whom acknowledged to methat they executed the within Facilities Leaseon
behalf of the Idaho State Building Authority in their representative capacity.

IN WITNESSWHEREOF, | have hereunto set my hand and affixed my official seal the day
and year in this certificate first above written.

Notary Public for the State of 1daho
Residing at
My commission expires

STATE OF IDAHO )

) ss.
County of Ada )
Onthis day of , 2003, beforeme, the undersigned, aNotary Publicin

and for said State, personally appeared Pamela |. Ahrens, known or identified to me to be the
Director of theIDAHO DEPARTMENT OF ADMINISTRATION of the STATE OF IDAHO, who
acknowledged to me that she executed the within Facilities Lease on behalf of the State in his
representative capacity.

IN WITNESSWHEREOF, | have hereunto set my hand and affixed my official seal the day
and year in this certificate first above written.

Notary Public for the State of Idaho
Residing at
My commission expires
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STATE OF IDAHO )
) ss.
County of Ada )
Onthis day of , 2003, beforeme, the undersigned, aNotary Publicin

and for said State, personally appeared Blake G. Hall, known or identified to meto be the President
of IDAHO STATE BOARD OF EDUCATION (the “SBOE”), who acknowledged to me that he
executed the within Facilities Lease on behalf of the SBOE in his representative capacity.

IN WITNESSWHEREOF, | have hereunto set my hand and affixed my official seal the day
and year in this certificate first above written.

Notary Public for the State of 1daho
Residing at
My commission expires

STATE OF IDAHO )

) ss.
County of Ada )
Onthis day of , 2003, beforeme, the undersigned, aNotary Publicin
and for said State, personally appeared , known or identified to me to be the

of IDAHO STATE UNIVERSITY, who acknowledged to me that he
executed the within Facilities Lease in his representative capacity.

IN WITNESSWHEREOF, | have hereunto set my hand and affixed my official seal the day
and year in this certificate first above written.

Notary Public for the State of 1daho
Residing at
My commission expires
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List of Exhibits:

Exhibit A-1 Description of Real Property
Exhibit A-2  Description of Parking
Exhibit B Description of Improvements Comprising the Facilities
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6/16/03 (U of 1) DRAFT
OPERATING AGREEMENT

THIS OPERATING AGREEMENT is madethis ___ day of , 2003, by and
between the Department of Administration (the “ Department”) and the Board of Regents of the
University of Idaho (“U of 17).

RECITALS

WHEREAS, the Idaho Legislature, House Concurrent Resolution No. 30 (“HCR 307),
First Regular Session of the Fifty-seventh Legislature, has authorized the Idaho State Building
Authority (the “ISBA™) to provide financing to develop and construct certain educationa and
academic facilitiesfor use by U of | (the “Facilities’);

WHEREAS, pursuant to HCR 30, the ISBA and U of | have entered into, or will enter
into simultaneously with the execution of this Operating Agreement, a Ground Lease involving
the real property on which the Facilities will be constructed;

WHEREAS, pursuant to HCR 30, the Department and U of | have entered into, or will
enter into simultaneously with the execution of this Operating Agreement, a Facilities Lease (the
“Facilities Lease”) and a Development Agreement (the “Devel opment Agreement”), both with
the ISBA and involving and for the Facilities;

WHEREAS, the Department and U of | desire to address between themsel ves certain
issues related to the Facilities Lease and Devel opment Agreement, upon the terms and conditions
set forth below.

AGREEMENT

NOW THEREFORE, in consideration of the above recitals, which are incorporated
herein asif set forth in full, and the mutual promises and agreements hereinafter set forth, the
sufficiency of which is hereby acknowledged, the parties agree as follows:

1 Other Documents. This Operating Agreement is intended to co-exist with the
Facilities Lease and the Development Agreement; provided however, in the case of any conflict
between the terms of this Operating Agreement, as may be amended from time to time, and the
Development Agreement and the Facilities Lease, as may be amended from time to time, the
terms of this Operating Agreement shall control as between the Department and U of 1.

2. Term. Theterm of this Operating Agreement shall begin on its effective date and
continue until the expiration or termination of the Facilities Lease, including renewals, or the
Development Agreement, whichever occurs later.
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3. Allocation of Responsibility. Anything contained in the Facilities Lease and the
Development Agreement notwithstanding, the parties agree as follows:

a Upon and after occupancy by U of |, U of | shall make all decisions regarding the
use and routine operation, repair and maintenance of the Facilities. U of | shall, at its cost and
expense, comply with all applicable and binding federal, state and municipal laws, ordinances,
regulations and orders and any contractual obligations relative to such use, operation, repair and
maintenance of the Facilities. U of | shall consult with the Department on any issues concerning
the use, operations and maintenance of the Facilities that could have a material and adverse
impact_on the Department or the Facilities Lease or the Development Agreement.

b. U of | shall not do or suffer or permit to exist any hazardous materials,
contamination, waste, damage, disfigurement or injury to, or public or private nuisance, in or
upon the Facilities in violation of any state of Idaho or federal law or regulation and shall pay all
costs, charges, penalties or any other expense reasonably incurred or to be incurred to remove,
restore or reclaim the Facilities or premises.

C. U of | shall be responsible for the cost and expense of al insurance required under
the Facilities Lease and the Development Agreement, provided, however, that U of | may
arrange for such insurance through the Department’ s Office of Insurance M anagement.

d. U of | shall, at its cost and expense, comply with Sections 5, 7, 9 and 10 of the
Facilities Lease, which includes but is not limited to the obligations contained in sections 3(e - h
of this Agreement.

e U of | shall keep and maintain or cause to be kept and maintained, the Facilities
and all equipment, fixtures, additions and improvements thereof, in good order and condition;
and make or cause to be made all necessary repairs, renewals, and replacements with respect to
the Facilities. Subject to Section 10 of the Facilities Lease, in the event the Facilities or any part
thereof are damaged or destroyed by uninsured or partialy uninsured casualty of any kind, U of |
shall either replace or rebuild the Facilities in equal value, or pay such sums to the Authority as
may be required to fully pay and discharge the Bonds (as defined in the Facilities Lease).

f. U of | shal pay or cause to be paid al costs, expenses and charges for water,
electricity, lights, heat, power, sewage, telephone, and other utility services, rendered or supplied
upon or in connection with the Facilities.

0. U of | shall maintain an inventory of all furniture, fixtures and equipment and
other tangible persona property financed or provided by the ISBA as part of the Facilities and
provide such inventory to the ISBA in accordance with Section 9.2 of the Facilities Lease. U of |
shall have the right, at its expense, to replace such tangible personal property as it deems
necessary in connection with its use of the Facilities, in accordance with Section 9.2 of the
Facilities Lease.

h. U of | shall be responsible to pay for all cost overruns incurred in the planning,
design and construction of the Facilities, including without limitation al cost overruns specified
in Section 7 of the Development Agreement, provided, however, that cost overruns shall first be
paid out of the project contingency fund and U of | shall not pay for cost overruns unless and
until the contingency fund is depleted, and that U of | has approved any change order that results
in a cost overrun. U of | shall not be responsible for any cost overrun that is the result of the
negligence or malfeasance of the Department.

J- Upon and subject to a specific and sufficient annual appropriation by the state of
Idaho Legislature to the Department of funds from the Permanent Building Fund, or other
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sources determined by the Legislature, the Department shall remit to the ISBA the payment of
Annual Rent (as defined in the Facilities Lease) in accordance with the Facilities Lease.

J. Any consents or approvals required of the State under the Ground Lease or
Facilities Lease shall be made by U of I.
K. The right contained in Section 3.2 of the Facilities Lease to give ten months

notice of termination of the Facilities Lease must be given jointly by the Department and U of 1.

4, Notice of Non-Appropriation Non-Renewal; Other Notices. In the event that the
Department fails to receive an appropriation of monies necessary for any payment of Annual
Rent under the Facilities Lease, it shall immediately notify U of I. The Department also agrees
to give noticeto U of | if it does not include in its budge request arequest for monies related to
the Facilitieslease. Inthe event that either party receives any notice related to the Ground Lease,
the Facilities Lease or the Development Agreement that could impact the other, the receiving
party shall immediately notify the other party of the receipt and substance of such notice.

5. Intentionally Blank.

6. Order of Use of Funds; Funds Remaining. U of | specifically acknowledges and
agrees that any Additional Funds that it transfers to the Authority for the project, and which are
deposited by the Authority into the Construction Fund (as defined in the Devel opment
Agreement), shall be deemed to be used first, before any bond proceeds or other funds, for any
cost or expense of planning, design or development or construction. U of | further specifically
acknowledges that any funds remaining in the Construction Fund (as defined in the Devel opment
Agreement) upon final acceptance of the Facilities shall be used to defease the Bonds (as defined
in the Facilities Lease) or otherwise decrease the amount of Annual Rent (as defined in the
Facilities Lease) due under the Facilities Lease.

7. Indemnification. U of | shall defend and save harmless the Department, its
officers, agents and employees from and against any liability, claim, damages, losses, costs,
expenses or actions to which the Department is or could be subject to arising from or related to
its obligations under this Operating Agreement or its use, operation or maintenance of the
Facilities. Thisindemnification does not apply when such claims, damages, and liabilities are the
result of negligent acts, errors, omissions or fault or malfeasance on the part of the Department,
its officers, agents and employees. The Department shall defend and save harmless the
University, its officers, agents and employees from and against any liability, claim, damages,
losses, costs, expenses or actions to which the Department is or could be subject arising from or
related to its obligations under this Operating Agreement or its use, operation or maintenance of
the Facilities. Thisindemnification does not apply when such claims, damages, and liabilities are
the result of negligent acts, errors, omissions or fault or malfeasance on the part of the
University, its officers, agents and employees.

8. Cooperation Between the Parties. Should any claims, demands, suits or other
legal proceedings be made or instituted by any person against either party which arise out of any
matters relating to the Facilities, the other party shall give al pertinent information and
reasonabl e assistance in the defense or other disposition thereof.
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9. Notices. All notices, demands, consents and reports provided for in this
Operating Agreement shall be in writing and shall be given to the Department or U of | at the
address set forth below or at such other address as they individually may specify thereafter in
writing:

Department of Administration: Larry V. Osgood
Administrator
Division of Public Works
P.O. Box 83720
Boise, Idaho 83720-0072
Ph: 208-332-1911
Fax: 208-334-4031

With a Copy to: Department of Administration
Attention: Deputy Attorney General
650 West State Street
P.O. Box 83720
Boise, Idaho 83720-0003

University of Idaho:

Such notices or other communications may be mailed by United States registered or
certified mail, return receipt requested postage prepaid or delivered by arecognized courier
delivery service (e.g. Federal Express, Airborne etc.). Such notices, demands, consents and
reports may aso be delivered by hand. For purposes of this Operating Agreement, notices will
be deemed to have been "given" upon personal delivery thereof or 72 hours after having been
deposited in the United States mail at a United States Post Office or a depository for the receipt
of mail regularly maintained by the post office or deposited with arecognized courier delivery
service.

10.  Survival. Any termination, cancellation or expiration of this Operating
Agreement notwithstanding, provisions that are intended to survive and continue shall so survive
and continue, including, but not limited to, the provisions of section 7.

11. No Third Party Rights. Nothing in this Operating Agreement shall be construed
as creating or giving rise to any rightsin any third parties or any persons other than the parties
hereto.

12. Governing Law. The Contract shall be governed by and construed under the laws
of the State of Idaho.

13.  Officials Not Personally Liable. In no event shall any official, officer, employee
or agent of the Department or U of | be liable or responsible for any representation, statement,
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covenant, warranty or obligation contained in, or made in connection with, this Operating
Agreement, express or implied.

14.  Complete Statement of Terms. This Operating Agreement constitutes the entire
agreement between the parties hereto as regards it subject matter and shall supersede al previous
proposals, oral or written, negotiations, representations commitments, and all other
communications between the parties.

15.  Written Modification. This Operating Agreement may be modified or amended
only by an agreement in writing signed by a duly authorized representative of the Department
and U of I.

16. Counterparts. This Operating Agreement may be executed in two or more
counterparts, each of which shall be deemed an origina but all of which together shall constitute
one and the same instrument.

IN WITNESS WHEREOF, the parties have entered this Operating Agreement as of the
date first set forth herein.

THE UNIVERSITY OF IDAHO

By:

Laura Hubbard

Its Interim Vice President for Finance and
Administration on behalf of the Board of
Regents of the University of I1daho

IDAHO DEPARTMENT OF ADMINISTRATION
DIVISION OF PUBLIC WORKS

By:

Larry V. Osgood
Its: Administrator
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BUSINESS AFFAIRS AND HUMAN RESOURCES
JUNE 26-27, 2003

SUBJECT
Lewis-Clark State College Idaho State Building Authority Bonded Projects

UNIQUE ISSUES

1. The Activity Center Facility Funding LCSC’s Activity Center Project (phases
2, 3, 4) is a multi-purpose facility meeting classroom, recreational/wellness and
event needs of our students and college. The project will be financed through
the Idaho State Building Authority, a student fee revenue note in an amount not
to exceed $2,000,000, and LCSC Foundation contributions not to exceed
$1,500,000. Phase 1, which consisted primarily of A&E fees, land acquisition
and parking lots is completed and is not part of the remaining project

2. Ground Lease LCSC and ISBA will be entering into a Ground Lease for
property belonging to the College for over 100 years. The land has been
separately surveyed and is the legal description of land that will be conveyed to
ISBA under the lease.

3. Disbursement of Funds LCSC is meeting ISBA’s requirement, which is
applicable to all institutions, to transfer all funds LCSC has available for
construction to the ISBA for deposit into the construction fund maintained by the
bond trustee for the ISBA bonds. In LCSC's case, this consists of proceeds of its
student fee revenue note and foundation contribution.

BOARD ACTION
A motion to authorize the CEO or her designee to finalize and execute the Site
Lease, the Facilities Lease, the Development Agreement and the Operating
Agreement for the Classroom/Campus Activity Center at Lewis-Clark State
College in substantially the same form as the draft agreements presented to the
Board with the agenda materials.

Moved by Seconded by Carried Yes No
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DRAFT

6/19/2003
8:45 AM
SITE LEASE
(Lewis-Clark State College Campus Classroom and Activity Center)
THISSITELEASE isenteredintoasof the_ day of , 2003, by and between the State

of ldaho acting by and through LEWIS-CLARK STATE COLLEGE, as successor to
[if record titleisvested in a predecessor ], with consent and gpprovd of the State
Board of Education, (hereinafter “ State”) and theIDAHO STATE BUILDING AUTHORITY,, (hereinafter
“Authority”). This agreement is hereinafter referred to asthe “Site Lease”.

RECITALS

A. The State Board of Education is vested with the generd supervision, governance
and control of dl sateinditutions of higher education by Article 9, Section 2 of the Idaho Congtitution and
Idaho Code 833-101, and serves as the Board of Trustees for Lewis-Clark State College pursuant to
Idaho Code 833-3102, and Lewis-Clark State College is a body politic and corporate of the State of
Idaho, and references to “LCSC” herein shal mean Lewis-Clark State College and, the State Board of
Education in its capacity asthe Board of Trustees.

B. State is the owner of certain real property described in Exhibits A-1 and A-2
hereto and desiresto lease such property to Authority for the purpose of financing and developing campus
classroom and activity center improvementsto be constructed thereon (the” Facilities’) to beleased back to
the State and the State of 1daho, acting through the Department of Adminigtration (“IDOA™) and Lewis-
Clark State College under an annually renewable lease (the * FacilitiesLeass’), entered into coincidentaly
herewith; and

C. In accordance with the provisions of 1daho Code, Section 67-6410(a), the Idaho
Legidature, House Concurrent Resolution No. 30, First Regular Session of the Fifty-seventh Legidature,
has authorized the State to enter into agreements as may be reasonable and necessary with the Authority for
the purpose of providing financing to develop and congtruct facilities for use by the State; and

D. Authority intendsto finance and devel op the Facilitieson the Premisesand to lease
the Facilities and Premises back to State and IDOA in accordance with the Facilities Lease, entered into
coincidentaly herewith; and

E State and Authority acknowledge that there shal be no merger of the State's
leasehold interest under the Facilities Lease and the State' s ownership interest in the Premises, which
merger would cause the cancellation or termination of this Site Lease; and

F. State represents that neither the execution and ddivery of this Ste Lease, the
consummation of the transactions contemplated by this Site L ease, nor the fulfillment of or compliancewith
the terms and conditions of this Site Lease conflict with or results in abreach of any terms, conditions or
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provisonsof any redriction, agreement, or instrument to which the Stateisnow aparty or towhich Stateis
bound.

NOW, THEREFORE, THE PARTIES AGREE AS FOLLOWS:

1. Recitals: The parties acknowledge the foregoing Recitas are true and are incorporated
into this Site Lease asiif st forth in full.

2. Premises. State hereby leasesto Authority, subject to the conditions expressed herein,
certain real property located in Nez Perce County, Idaho, specificaly described in Exhibit A-1 attached
hereto and incorporated herein together with anon-exdusiveright for vehicular and pedestrian ingressand
egress and vehicular parking over and across al roads, walkways, and parking lots within the LCSC
Campusasthey may exist from timeto time sufficient to provide reasonabl e accessto and from the parking
for the Facilities, together with al easements and rights appurtenant hereto al existing buildings and other
improvements thereon (the “ Premises’).

As used herein the term “Premises’ refers solely to the red property and existing
improvements and not to any improvementsto be constructed thereon from timeto time during the term of
thislease.

3. Tam: TheTermof thisSteLease shdl beaperiod commencing on the date hereof and
expiring June 30, 2038, unless earlier terminated pursuant to paragraph 9 hereof.

4, Rent: ThePremisesareleased to Authority without consderation as authorized pursuant to
Idaho Code, Section 67-6421.

5. Development: Authority shal havethe right to raze existing improvements, and develop,
acquire and congtruct Facilities on the Premises in accordance with the Facilities Lease. In the event the
Facilities Lease expires or is terminated for any reason except by the State as provided in paragraph 9
below, Authority may use the Premises for any lawful purpose.

6. Per manent Easements: At Authority’ srequest or asmay be reasonably required, State
shdl grant to public entities, public service corporations, or to Authority such rights-of-way, utility, or other
permanent easements on, over or through the Premises and adjacent property owned by State for
telephone, dectricity, water, sanitary or storm sewers or both, Ste drainage and for other utilities and
municipa or specid district services necessary or gppropriate to serveimprovements constructed thereon
by Authority.

7. Utility Servicesto Premisesin Event of Expiration or Termination of the Facilities
L ease: Facilitiesto be constructed on the Premises by Authority are or may be designed and constructed to
use water, sewer and other utility services furnished by or through facilities owned or operated by State, in
which event the Facilitieswill not be connected directly to public utility servicesor lines. Inthe event State
fals to renew the Facilities Lease or Stat€'s rights to use of the Facilities under the Facilities Lease
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otherwiseterminate, except termination by the State pursuant to paragraph 9 hereof, the State shall continue
to provide dl such utility services and dl other public utility services to the Facilities and pay dl costs and
chargesthereof. Authority may, but shal not be required to, connect the Facilities directly to public utility
services and provide such connectionsthereto. 1f such service crossesland owned by State or third parties,
State will furnish permanent easements across such land for domestic water and sanitary sewer lines. The
State shdl permit, without charge therefor, continued use by the Authority of al utility services provided
through the State from adjacent property until the Facilities are fully connected and serviced directly by
public utilities.

8. Right to Assign: Subject to therights of State under the Facilities Lease and subject to
State' s consent, which shal not be unreasonably withheld, Authority shal have the right to assign this Site
Lease. State hereby consents to any assgnment by Authority to secure any Mortgage described in
paragraph 10 hereof. In the event of such an assgnment, except assignments to secure such Mortgages,
Authority shal berdeased from any and dl ligbilitiesarisng or accruing under this Site L ease after the date
of such assgnment.

9. Optional Termination: Atsuchtimeasal sumsowing for any bondsor notesissued by
Authority to finance Facilities and dl other obligations of the Authority reaing to the Facilities or the
Premises have been paid in full or provisons for such full payment have been made to the satisfaction of
Authority, the State shal have the right, at its option, to terminate this Site Lease by written notice to
Authority and dl dterations, mprovements, replacements and appurtenances on or to the Premises,
including the Facilities, shdl be deemed to be part of the Premisesand shdl revert to State and shal become
the sole and absolute property of State.

10. Mortgages: Authority shal havetheright at any timeand from timeto timeto pledge, lien
or otherwise encumber its leasehold interest herein granted and its interest in any or dl improvements
thereon and appurtenances thereto by one or more mortgages, deeds of trust, assgnment, or other
encumbrances (herein referred to as “Mortgages’), as security for aloan or loans or other obligation of
Authority, provided that:

@ TheMortgagesand dl rights acquired thereunder shdl be subject toeach and dl of
the covenants, conditions, and restrictions st forth in this Site Lease and shdl be subject to dl rights and
interests of State as provided in this Site Lease and shdl not encumber State’' s feetitle to the Premises.

(b)  Authority shal give State prior notice of any such Mortgages, and shdl accompany
the notice with atrue copy of such Mortgages and any indebtedness secured thereby.

11. | ndemnification: Authority shall indemnify and hold the State, itsagents, representatives,
employees and assgns, harmless from and/or againgt any and dl claims, damages, codts, liahilities, and
expenses (including reasonable attorneys  fees and defense costs) arising out of or relating to Authority’s
possession, operations or performance under this Site Lease.
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This indemnification does not gpply to clams, damages, codts, liahilities, and expenses
(including reasonable attorneys feesand defense costs) which are or are alleged to be caused, in whole or
in part by any act or omisson for which Authority isindemnified under the Facilities Lease, or by negligent
or otherwise wrongful acts, errors, omissions or fault on the part of the State, or its employees, agents,
representatives, or assigns, or isaresult of the State' s breach of this Site Lease.

12. Hazar dous/M aterials: In the evert any hazardous materidsarefound to exist in or under
the Premises prior to the date of this Site Lease, State, at State's cost and expense, shall cause such
hazardous materid sto be moved, remediated or abated in compliance with dl Environmentd Laws. State
hereby agrees to indemnify, defend, and hold Authority harmless from and againg any and dl clams,
damages, liahilities, costs, expenses (including reasonable attorneys' fees), causes of action and judgments
arising out of or related to hazardous materidsexisting in, or under the premises prior to thedate of thisSite
Lease. As usad heren, the term “environmentd laws’ shal mean the Comprehensive Environmenta
Response Compensation and Liability Act of 1980, as amended (CERCLA) the Resource Conservation
Recovery Act, asamended (RCRA), the Federal Water Pollution Control Act, the Clean Air Act and any
amilar locd, state or federd law, rule, ordinance or regulation. As used herein, the term “hazardous
materias’ shall mean any hazardous substance, pollutants, contaminants, or other hazardouswaste or toxic
substances defined in any environmentd laws including, without limitation, petroleum and petroleum
products, asbestos and asbestos containing materids, PCBs and urea-formaldehyde. Without limiting the
generdity of the foregoing, State agrees to abate al ashestos and asbestos containing materiads in the
existing buildings located on the premises prior to their demolition by a licensed ashestos abatement
contractor in accordance with all gpplicable environmenta laws and furnish Authority an ashestos abatement
certificate upon completion.

Authority shdl not, nor shdl it allow othersto, accumulate, use, or store on the Premises materials
classfied ashazardous, biomedica or toxic waste except in compliancewith dl sate, federd, or loca laws,
rules or regulations. Authority shal comply with any lawful order by an entity reposed with Authority to
regulate the use, accumulation, storage or diposa of hazardous waste. Authority shal not be responsible
for any of such materias placed on the Premises by or through State prior to or during any term of the
Facilities Lease.

13.  Zoning/Building Redtrictions: This Site Lease is subject to dl applicable zoning
ordinances and regtrictions and dl limitations of record, and is subject to any and dl easements for public
utilities of record. State warrants that such ordinances, redtrictions, limitations and easements do not
prevent the use of the Premises as provided for in the Fecilities Lease.

14. Waste and Nuisance Prohibited Authority shdl comply, during the term of this Site
Lease, with dl gpplicable laws affecting the Premises, the violation of which might result in any pendty
assessed upon State or forfeiture of State' stitleto the Premises. Authority shal not commit, or suffer to be
committed, any waste on the Premises or improvements, or any nuisance,
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15. Remedies and Forbearance/Waivers: No delay or omisson on the part of State or
Authority to exercise any right or power granted herein shdl impair any such right or power nor shal be
construed as awaiver thereof, and every such right or power may nevertheless be exercised.

16. Officials, Agents, and EmployeesNot Personally Liable: Itisagreed that inno event
shdl any officid, officer, employee or agent of Authority, nor any officid, officer, employee or agent of State
be in any way persondly ligble or respongble for any covenant or agreement herein contained, whether
expressed or implied, nor for any satement, representation or warranty made herein or in any way
connected with this Site Lease.

17. Quiet Enjoyment: State covenants that Authority shal have the peaceful and quiet
enjoyment of the Premises for the term of the Site Lease.

18. Right of Entry: Authority shal permit State and the agents and employees of State to
enter into and upon the Premises a al reasonable times for the purpose of inspecting the same, or for the
purpose of posting notices of non-responsbility for dterations, additions, or repairs, without any rebate of
rent and without any ligbility to Authority for any loss of occupancy or quiet enjoyment of the Premises
thereby occas oned; provided, however, that State shall first givetwenty four (24) hourswritten notice of its
desireto ingpect the Premises and such ingpection shall be accompanied by adesignated representative of
Authority. Such notice and ingpection procedures shdl not gpply during any term of the Facilities Lease.

19. Default: In the event State shdl at any time deem Authority to be in breach of this Site
Lease, State shdl promptly notify Authority, in writing, stating specifically the nature of any such dleged
breach. Authority shall not be deemed to bein default hereunder unless Authority failsto commenceto cure
any such default within ninety (90) caendar days after its receipt of such written notice and to diligently
proceed to cure such default within areasonabletime. In the event of default State shal have dl rightsand
remedies provided by law.

20.  Attorney Feesand Costs: Inthe event that ether party to this Site Lease shdl enforce
any of the provisons hereof in any action a law or in equity the prevailing party to such litigation shal be
entitled to recover from the other party or partiesal costsand expenses, including reasonable attorney fees,
incurred therein.

21. Integration: This Site Lease embodies the entire agreement and understanding of the
parties relating to the subject matter herein and supersedes dl prior understandings relating thereto. This
Site Lease shdl not be modified except in writing signed by al parties to be bound.

22. Execution of Documents: The parties agreethat they shal sgn or causeto besigned dl
documents necessary to the effectuation of this Site Lease or any of the provisons herein.

23. Warranty of Title: Statewarrantsto Authority that it hasthe power and authority to enter
into this Site L ease and that the execution, ddlivery of this Site L ease and the performance of the contractLe
obligations st forth herein are not in violation of any federd, Sate, or locd Satute, ordinance, rule or
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regulation and that no consents not aready obtained are required. State further warrants that State has
good and marketable title to Premises, free and clear of dl clams, liens and encumbrances.

24. Notices: All notices under this Site Lease shdl bein writing and shdl be deemed to have
been duly given on the date of serviceif served persondly on the party to whom noticeisto begiven, or on
the date of mailing if mailed to the party to whom notice is to be given by registered or certified United
States mail, postage prepaid, and properly addressed as follows:

If to STATE:

with copy to:  Department of Adminigiration
Attn: Director
Statehouse Mall
Boise, Idaho 73720

If to AUTHORITY: Idaho State Building Authority
Attn: Executive Director
Post Office Box 2802
Boise, Idaho 83701

The addresses provided above may be changed and additionad addresses or noticesmay be
specified from time to time by notice given in writing in accordance with this Section.

25. Binding Effect: This Ste Lease shdl be binding upon and shall inureto the benefit of the
heirs, persond representatives, successors and assigns of the parties.

26. Severability: If any term or provison of this Site Lease or the gpplication of it to any
person or entity or circumstances shdl to any extent be invalid or unenforcegble, the remainder of thisSite
Lease or the application of such term or provision to persons, entitiesor circumstances, other than those as
towhichitisinvaid or unenforcesble, shdl not be affected thereby, and each term and provision of thisSite
Lease shdl be valid and shall be enforced to the extent permitted by law.

27. Headings: Section headings contained herein are for convenience and reference and are
not intended to define or limit the scope of any provisons of this Site Lease.

28.  Counterparts This Ste Lease may be smultaneoudy executed in severa counterparts,
each of which shdl be an origind and al of which shdl congtitute but one and the same instrument.
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29. Timeof the Essence: Timeisof the essence of this Ste Lease, and of each and every
covenant, term, condition, and provisons thereof.

30. Recording Copy: Either party may, at its option and expense, record this Site Lease.

IN WITNESS WHEREOF, the parties have caused this Site L ease to be executed effective as of
the day and year first above written.

State: Authority:
LEWIS-CLARK STATE COLLEGE IDAHO STATE BUILDING AUTHORITY
By By
, Its V.L.“Bud’ Tracy, Its Chairman
Attest

WayneV Meuleman, Its Secretary
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STATE OF IDAHO )
) SS.
County of )
Onthis day of , 2003, before me, the undersigned, aNotary Publicinand
for sad , personally appeared
known or identified to meto bethe , who acknowledged to methat
he executed the within Site L ease on behalf of the in his’her representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed the day and
year in thisfirg aoove written.

Notary Public for Idaho

Residing at
Commisson Expires:
STATE OF IDAHO )
) SS.
County of Ada )
Onthis day of , 2003, before me, the undersigned, aNotary Publicin

and for the state of Idaho, personaly appeared V.L. Bud Tracy and Wayne V Meuleman, known or
identified to me to be respectively the Chairman and Secretary of 1daho State Building Authority, each of
whom acknowledged to me that they executed the within Site L ease on behdf of the Idaho State Building
Authority in their representative capacity.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my officid sed the day and
year in thisfirg above written.

Notary Public for Idaho
Residing a Boise, Idaho
Commission Expires.

LCSC SITE LEASE —Page 8 June 26-27, 2003 BAHR Finance Agenda Page 284



DRAFT
6/19/2003
8:45 AM

EXHIBIT A-1

REAL PROPERTY DESCRIPTION

[legal description based upon survey]
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EXHIBIT A-2

PARKING DESCRIPTION
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EXHIBIT B

DESCRIPTION OF IMPROVEMENTS COMPRISING THE FACILITIES

Thefadility will consg of an events center-gym, multi- purpose room, classrooms, conditioning and work-
out rooms, locker room-shower facilities, trestment and exam spaces, offices and related support spaces,
concession facilities, storage aress, public lobbies and restroom facilities, and storage areas and building
mechanica spaces. In addition, site work will congst of the addition of severa new parking lots, new
access roads and sdewalks, a new trash pick-up facility, various new utility inddlations, and Ste
landscaping.

Total Square Footage: 109,180
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DEVELOPMENT AGREEMENT
(Lewis-Clark State College Campus Classroom and Activity Center)

THIS DEVELOPMENT AGREEMENT (*Agreement”) is made and entered into
as of the day of , 2003, by and between the IDAHO STATE BUILDING
AUTHORITY (the “Authority”) and the STATE OF IDAHO (the “State”), acting by and
through its Department of Administration (“IDOA™) through its Divison of Public Works
(“DPW”) and LEWIS-CLARK STATE COLLEGE (“LCSC").

RECITALS

A. The Authority intends to acquire certain educationa and academic
facilities (the “Facilities’) to be constructed on the Campus of LCSC located at Lewiston, Idaho.

B. Resal property located within LCSC has been leased to the Authority under
a Site Lease dated as of , 2003, upon which the State shall cause the Facilities to
be constructed for the Authority.

C. The Authority intends to issue its revenue bonds to provide funds which,
together with other funds that may be provided by the State, shall be applied to payment of costs
of planning, designing and constructing the Facilities.

D. The State has entered into a professional services agreement dated
December 24, 1997, (the “ Architect Agreement”) with a qualified and licensed architect,
CSHQA (the " Architect”) to prepare plans and specifications (the “Plans’) for the Facilities.
Additionally, the State intends to enter into additional contracts as may be necessary and
appropriate to cause the Facilities to be completed in accordance herewith. Herein, all such
contracts are collectively referred to as the “ State Contracts’.

E The State, acting through IDOA and LCSC has agreed to lease the
Facilities from the Authority pursuant to alease agreement (the “Facilities Lease”) dated as of
, 2003.

F. The Authority and State desire to set forth in this Agreement their
respective responsibilities and agreements with respect to the Facilities and the planning, design
and construction thereof.

NOW, THEREFORE, IT IS AGREED:

1 Recitals: The parties acknowledge the foregoing Recitals are true and are
incorporated into this Development Agreement as if set forth in full.
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2. Authority of DPW to Act for State: DPW is authorized and empowered
to act on behalf of the State in all respects pertaining to the planning, design and construction of
the Facilitiesand asto al of the obligations of the State under this Agreement. IDOA and LCSC
hereby authorize DPW to act as their representative and agent and agree to be fully bound by all
acts, authorizations, representations and decisions of DPW, except as otherwise expressly
provided in this Agreement.

3. Final Design and Approvals: The State shall secure the completion of
the final Plans for the Facilities, which shall include detailed plans and specifications suitable for
bidding and award of construction contracts, and shall secure the written approval thereof, in a
form acceptable to the Authority, by the of LCSC, by the
Permanent Building Fund Advisory Council, and by the Administrator of DPW. A complete set
of the approved Plans shall be provided to the Authority.

4, Design and Construction of Facilities: The State agrees that it shall
cause the design and construction of the Facilities to be substantially completed in every material
respect as follows:

@ The final Plans for the Facilities shall be subject to the written
approval of LCSC and shall not be materially changed without the written approval of LCSC
and the prior written consent of the Authority, which consent shall not be unreasonably
withheld.

(b) The Facilities and every part thereof shall be constructed in a
sound and workmanlike manner and shall be free from all material design or construction
defects.

(© The Facilities and every part thereof shall be constructed in
accordance with the approved Plans, applicable building codes and all other applicable
governmental regulations and requirements.

(d) The State shall have full responsibility to cause the design and
construction of the Facilities to be properly completed in al substantial respects in accordance
with the objectives, requirements and needs of LCSC for use of the Facilities as educationa and
academic facilities.

(e DPW shall, at its expense, provide qualified personnel to perform
necessary services in the administration of the State Contracts and in the inspection of work and
services through the design and construction of the Facilities.

5. Costs:

@ Budget: The State has approved a budget that they reasonably
expect to include for all costs and expenses for the construction of the Facilities, including a
reasonable amount for contingencies, a copy of which is attached hereto as Exhibit A
(“Budget”). The State hereby represent and warrant to the Authority that the Facilities, as
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designed, can be completed for the amount set for the in the Budget on or before the completion
date set forth in Article 8 hereof.

(b) Expendituresto Date: As of the date of this Agreement, the State
hereby represents, warrants and agrees that it has expended the following amounts for the
planning, design and construction of the Facilities which amounts were included in the Budget.

(© Thesum of $ for surveys, engineering studies, project
planning and programming and design services and related costs.

(d) The sum of $ payable under the { Management} [CM]
Agreement.

(e [other]

6. Additional Available Funds: The State represents and warrants to the
Authority that additional funds totaling [spell out] ($ ) are
currently available to the Authority from the State to pay costs of the Facilities (“ Additional
Funds’). Prior to issuance of bonds by the Authority, the Additional Funds shall be transferred
to the Authority and deposited into a construction fund maintained and controlled by the
Authority from which costs for planning, design and construction of the Facilities shall be paid in
accordance with this Agreement (“ Construction Fund”). The Additional Funds shall be held and
applied by the Authority, together with funds provided by issuance of Authority bonds, to costs
of the Facilities in accordance with the provisions of the bond resolution adopted by the
Authority for the bonds.

7. Financing by Authority: The Authority agrees to issue revenue bonds or
notes from which atotal of Ten Million Eight Hundred Sixty-Eight Thousand Dollars
($10,868,000) shall be deposited into the Construction Fund to be applied, with Additional Funds
to pay Costs of Acquisition and Construction as defined in the Facilities Lease. The Authority
shall pay from its Construction Fund costs of the Facilities, not to exceed the total available
funds in the Construction Fund, as follows:

@ All costs incurred directly by the Authority in connection with the
Cost of Acquisition and Construction as defined in the Facilities Lease.

(b) All reasonable costs incurred by the State pertaining to the
planning, design and construction of the Facilities, as follows:

() the actual amounts owing by the State under the State
Contracts, as and when due, less amounts previoudly paid thereunder by the State; and

(i)  theactua amounts owing by the State for any other
purpose pertaining to the Facilities approved in advance by the Authority and not to exceed the
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amount approved in advance by the Authority.

The Authority agrees to provide to the State, upon request, periodic statements
detailing expenditures from the Construction Fund.

8. Guaranty of Completion and Cost: The State has undertaken or will
undertake the planning, management, control and direction of the design and construction of the
Facilities and does hereby guaranty to the Authority that the Facilities shall be completed as
required in this Agreement. State agrees to be responsible for all risks relating to the planning,
design and construction of the Facilities, including but not limited to:

@ The faults, failure or defaults of any employee, agent,
representative, or contractor engaged by the State to perform any service or work pertaining to
the Facilities;

(b) Cost overruns for any reason including, without limitation, any
foreseen or unforeseen, anticipated or unanticipated conditions, delays, material shortages;
actions of any persons or entity (other than the Authority); any State actions to control the
progress of the work; any legal restrictions upon the States' ability to enter into or perform the
State contracts or other events which may entitle any contractor or other person or entity to
additional funds; and

(© Failure to substantially complete the construction of the Facilities
to be available for occupancy not later than September 30, 2005, subject to reasonable extensions
approved by the Authority, which approval shall not be unreasonably withheld.

0. Payment Procedure: The State shall submit to the Authority not more
frequently than monthly a written application for payment based upon the work completed
during the immediately preceding month. On or before the requested payment becomes payable
by the State, but not less than 15 calendar days after receipt of the application, the Authority
shall make payment on behalf of the State, the sum representing work completed, equipment and
materials stored at the site or other approved locations, or other appropriate work or services
completed for the benefit of the Facilities. The amount payable by the Authority shall not
exceed the sum actually owing by the State for which such application is made. The State shall
monthly provide to the Authority an estimate of cash flow requirements for the succeeding three
(3) months and the Authority agrees to arrange the availability of funds to be paid hereunder
accordingly, if possible, or to notify the State of its inability to do so.

10.  Construction Progress Certifications: At any time upon request and
regularly with any application for payment of sums owing under the State Contracts, the State
shall furnish to the Authority certifications, in aform acceptable to the Authority, signed by the
Architect, the CM and DPW. Such certifications be in accordance with the certificates required
by and pursuant to the State Contracts, and subject to the rights and obligations of the Architect,
the CM and DPW thereunder, shall state that the amount applied for fairly represents the value of
work then performed and shall further state that:
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@ The work represented thereby has reached the stated percentage or degree
of completion;

(b) That, to the best of the certifiers knowledge, information and belief, all
work performed substantially complies with the applicable State Contract, the Plans and this
Agreement, or that, if any work does not so substantially comply, the certification shall include
areport specifying in reasonable detail all areas and aspects in which the work does not comply
and such progress payment shall not be made for such non-conforming work; and

(© That the unpaid balance of monies thereafter payable under the applicable
State Contracts, together with unexpended funds available for change orders as provided herein,
is sufficient to complete the Facilities.

11. Conditional Assignment of Contract Rights: The State hereby assigns
to the Authority all of its rights and interest in and to the State Contracts. This assignment isto
secure the State’ s strict performance of the terms of this Agreement and shall be fully effective
only ypon the default of the State hereunder. The State, and not the Authority, shall remain
solely responsible for performance of the State Contracts notwithstanding such assignment.
Nothing hereunder shall obligate the Authority either now or in the future to assume or perform
the State' s obligations under the State Contracts.

12. Conveyance of Facilities: The State hereby sdlls, assigns, grants and
conveys to the Authority all of the following:

@ The interest of the State in to the Plans and all drawings and design
documents and materials of every kind or nature relating to the design of the Facilities; however,
the State retains the right to use of the Plans, drawings, design documents and other materials to
expand, ater, modify, repair or improve the Facilities during the term of the Facilities Leaseg;

(b) All work in progress, materias, equipment, supplies, and other
personal property of every kind or nature, whether or not stored on the site of the Facilities,
furnished under the State Contracts, or paid for with funds furnished by the State, or paid for
with funds furnished by or through the Authority; and

(© The Facilities and all rights and interests of the State thereto
subject to the provisions of the Site Lease.

13. Notice Upon Default by Contractors: In the event of a material default
by any contractor under the State Contracts and prior to the State taking action to (i) terminate
such contract or suspend performance of the work, (ii) employ a separate contractor to perform
portions of the work, or (iii) otherwise take action with respect to such defaulting contractor, the
State shall provide the Authority written notice of its proposed or intended actions at least five
(5) days prior to taking any such action and shall secure the Authority’s written consent to such
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action, which consent shall not be unreasonably withheld by the Authority.

14. Authority Consent for Changes Required: Consent by the Authority
shall be required for (a) any single change affecting the cost of the Facilities by more than Fifty
Thousand Dollars ($50,000), or cumulative changes having an aggregate cost of more than Two
Hundred Thousand Dollars ($200,000) and (b) to any single change delaying substantial
completion of the Facilities by more than thirty (30) days or cumulative changes delaying
substantial completion in the aggregate by more than sixty (60) days. The consent of the
Authority may be withheld until, or conditioned upon, receipt by the Authority of necessary
funds to complete the items in the change order.  The State shall not approve or initiate changes
so affecting costs or delays without the prior written consent of the Authority, which consent
shall not be unreasonably withheld. The Authority agrees to provide its consent hereunder
within areasonable time as determined by the circumstances giving rise to such changes and
within sufficient time to permit the State to take appropriate action regarding such changes. In
any instance in which changes occur which affect costs in excess of such amounts, the express
written concurrence of LCSC shall be obtained prior to requesting the Authority’ s consent to
such changes. The Authority’s consent to any such changes or delays shall not modify the
obligation of the State to pay rent commencing July 1, 2004 as provided in the Facilities Lease.

15.  Access to Facilities and Information: The Authority, its agents,
employees and representatives, shall have reasonable access to the construction site of the
Facilities, to all materias, equipment and/or supplies relating thereto, to all materials, documents
and information held by the State or any project representative or any third party employed by,
representing, or acting in any way as the agent of the State, and to all documents, materials, plans
and other information held by the contractor or its agents, subcontractors, or suppliersthat is
legally or in fact available to the State.

Upon completion of the Facilities, the DPW shall maintain for the benefit of the
Authority (i) ore complete set of “as-built” Plans (drawings and specifications) of the Facilities,
(i) one complete set of operating manuals, and (iii) copies of al written warranties.

16. Insurance: In addition to the insurance required under the Facilities
Lease, the State shall procure and maintain builder’s al risk insurance insuring the Facilities
againgt loss or damage from insurable perils, including flood and earthquake if available on
reasonable terms. Such insurance shall be in the amount of the full replacement cost of the
Facilities and shall include loss of use or loss of rents and soft costs with limits acceptable to the
Authority. All such insurance shal include the Authority as an additional named insured and
shall contain aloss payable clause covering the interest of any trustee appointed by the Authority
in connection with the issuance of bonds. Prior to commencing construction of the Facilities, the
State shall provide to the Authority and its trustee a certificate of insurance, in aform acceptable
to the Authority, evidencing such insurance.

17. |ndemnification: The State shall indemnify, defend and hold the
Authority harmless from any claim, liability, loss, or expenses of any nature relating to or arising
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out of this Agreement, the Facilities, or any work performed in connection therewith, the State
Contracts or arising out of or relating to any act or omission of any employee, agent,
representative, consultant or other person acting on behalf of the State. Thisindemnification
shall run to the Authority, its officers, directors, employees, and representatives. This
indemnification shall include all reasonable attorney’ s fees and other reasonabl e defense costs.
In the event the State fails or refuses to indemnify or defend the Authority without reservation or
condition as to any such claim against the Authority, the Authority may, if it so elects, defend
itself with counsel it selects without limiting in any way the obligations of the State hereunder,
and al costs incurred by the Authority in such instance, and any judgment or other claim
rendered against the Authority or determined by the Authority to be due, shall be immediately
due and payable from the State.

Nothing in this paragraph 16 shall be construed as the agreement of the State to
indemnify the Authority from liability for damages arising out of director’s and officer’s
liability, personal injury or damage to property caused exclusively by the malfeasance or
negligence of the Authority.

18. Non-Assignment by State: The State shall not assign this Agreement.
In the event the State delegates any of its obligations under this Agreement to any independent
third party engaged by or employed by the State in connection with the Facilities, no such
delegation shall reduce or in any way limit the State’ s obligations hereunder.

19.  Assumption of Rights of Authority: The rights of the Authority
hereunder run to the Authority, and its successors and assigns, and all rights of the Authority
hereunder shall be assignable to and enforceable by any bondholder of the Authority, or any
trustee representing the same to the same effect and in the same manner as enforceable by the
Authority itself.

20. Notice of Default: Inthe event either party contends that a default or
claimed default has occurred hereunder, such party shall prior to taking any legal action to
enforce its rights hereunder, give written notice of such default or claimed default to the other,
specifying with reasonable detail the nature of such defaults. The party allegedly in default shall
have fifteen (15) days from the date such notice is given to cure such default. Provided,
however, such notice shall not be required if the default itself or any delay in taking legal action
for the period required for notice has the effect of limiting or terminating the rights of party not
in default or if such default is such that it cannot be cured by the defaulting party, and in such
instance, the non-defaulting party shall use reasonable efforts to give notice to the other as may
be reasonable and practical in the circumstances, but may take immediate action itself to correct
or cure the default and exercise all other rights hereunder.

21. Remedies on Default of State: In the event of any default hereunder, the
Authority shall have any or al of the following remedies:

@ All remedies provided under the Facilities Lease;
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(b) The right to recover al of its damages, including but not limited to
compensation for loss of use of the Facilities and/or loss of rental income;

(© Uponwritten notice pursuant to paragraph 20 to the State of its default, the
Authority shall succeed to all rights and remedies of the State under the State Contracts assigned
hereunder to the Authority, but shall not thereby itself become liable under any of such contracts;

(d) If the State’' s default may be cured or mitigated by the payment of money
or by completion of the work, the Authority may in its sole discretion, but shall not be obligated
to, pay such sums as the Authority deems appropriate, or complete the work or such portion
thereof as the Authority deems appropriate, and al sums incurred or paid by the Authority shall
be immediately due and payable to the Authority by the State;

(e Injunction, specific performance, equitable relief, and

® No remedy hereunder shall be exclusive, nor shall the Authority’s decision
to pursue one remedy constitute an election of remedies.

22. Notice: Inthe event notice is required hereunder, such notice shall be
deemed given upon depositing the same in the United States mail by certified mail, return receipt
requested, to the following persons at the following addresses:

Idaho State Building Authority
Post Office Box 2802

Boise, 1daho 83701

Attention: Executive Director

|daho Department of Administration
Statehouse Mail

Boise, Idaho 83720

Attention: Director

23. Authorized Representative: The Executive Director of the Authority is
authorized to act for the Authority regarding al matters contained in this Agreement. The
Administrator for Division of Public Works shall represent the State of Idaho as to all matters
contained in this Agreement.

24.  Attorney Fees: Inthe event either party to this Agreement is required to
initiate or defend litigation with respect to the terms hereof or to enforce any of itsrights
hereunder, the prevailing party in such litigation shall be entitled to reasonable attorney’ s fees
incurred in such litigation, including all discovery costs and costs of expert witnesses, together
with all reasonable litigation expenses.

EXECUTED on the dates set forth below.
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IDAHO STATE BUILDING AUTHORITY

By:
Chairman
Date:
STATE OF IDAHO STATE OF IDAHO, DEPARTMENT OF
DEPARTMENT OF ADMINISTRATION ADMINISTRATION, DIVISION OF
PUBLIC WORKS
By: By:
Its Director Its Administrator
Date: Date:

LEWIS-CLARK STATE COLLEGE

By:
Its
Date:
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9,868,000.00

3.620.731.00
$13,488,731.00

Uses of Construction Funds Budget Paid To Date Balance
Design Fees and Costs 1,198,800.00 (814,521.91) 384,278.09
Construction Contracts 11,166,172.00 11,166,172.00
Construction Testing 70,000.00 (3,812.20) 66,187.80
Consultant Services 14,870.00 (14,870.00) -
Special Equipment -
Plan Check/Advertising 16,260.00 (632.97) 15,627.03
Site Survey/Investigation 39,675.00 (28,775.00) 10,900.00
Contingency Allowance 982,954.00 - 982.954.00

Total

LCSC DEVELOPMENT AGREEMENT

$ 13,488,731.00
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FACILITIESLEASE
(Lewis-Clark State College Campus Classroom and Activity Center)

THIS FACILITIES LEASE, made as of the  day of , 2003, between the
IDAHO STATE BUILDING AUTHORITY (the“Authority”), aslessor, and the STATE OF IDAHO
(the* State”), acting through the IDAHO DEPARTMENT OF ADMINISTRATION (“IDOA”) and
LEWIS-CLARK STATE COLLEGE (“LCSC"), with the consent and approval of the IDAHO
STATE BOARD OF EDUCATION, as lessee.

RECITALS

A. The Authority was created by the Idaho State Building Authority Act, Title 67,
Chapter 64, Idaho Code (the“Act”), to finance, construct, and operate facilitiesfor the purposes set
forth in the Act; and

B. The Authority isempowered by the Act, among other powers, to acquire property; to
enter into agreements with the State of Idaho or any agency, board, department or commission
thereof for the financing of facilities; to provide for the acquisition, development, construction,
reconstruction, improvement, alteration, maintenance, operation, or repair of facilities or parts
thereof; and to lease such facilities as provided by the Act; and

C. In accordance with the provisions of Idaho Code, Section 67-6410(a), the Idaho
Legidature, pursuant to House Concurrent Resolution No. 30, First Regular Session of the Fifty-
seventh Legislature, has authorized the IDOA and LCSC to enter into agreementswith the Authority
as may be reasonable and necessary for the purpose of providing financing and development of
educational facilities (defined herein as the "Facilities"), for use by LCSC; and

D. Concurrently herewith, the Authority has leased the real property described in
Exhibits A-1 and A-2 pursuant to the Site Lease, as defined hereinafter, entered into coincidentally
herewith, to finance and acquire the Facilities, and to lease the Facilities back to the State pursuant to
this Facilities Lease; and

E. The Authority intends to finance the cost of acquisition of the Facilities and related
costs by the issuance of bonds, notes or other evidences of indebtedness as authorized by the Act;
and

F. The State and the Authority acknowledge that there shall be no merger of the State’s
leasehold interest in the Facilities and its ownership interest in the real property described in Exhibits
A-1and A-2; and

G. The State will be responsible for the design and construction of the Facilities pursuant
to theterms of the Devel opment Agreement, as hereinafter defined, and will |leasethe Facilitiesfrom
the Authority upon the terms and conditions set forth in this Facilities Lease.
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NOW, THEREFORE, in consideration of the mutual promises, conditions, and covenants set
forth herein, the parties agree:

ARTICLE 1
FINDINGS AND DECLARATION

Section 1.1  Findings: The Authority hasfound and declared, in accordancewith Section
67-6410(c), Idaho Code, that the Facilitieswill be of public use and will provide a public benefit to
the people of the State of Idaho.

Section 1.2 Declaration: The partiesagree and acknowledge that the Recitals contained
in this Facilities Lease are true and are incorporated into this Facilities Lease asif set forth in full.
This Facilities Lease shall constitute the agreement of the Authority to provide the Facilities as
required by Section 67-6410(b), Idaho Code.

ARTICLE 2
DEFINITIONS

The terms used herein shall have the following meanings:

Section 2.1  "Act" shall mean Chapter 64, Title 67, Idaho Code, asit now existsand asit
may hereafter be amended and supplemented.

Section 2.2 "Annual Rent" shall mean, with respect to the initial term of this Facilities
Lease and each renewal term thereof, the Basic Rent and Additional Rent determined in accordance
with Article 6 hereof due and payable by the State to the Authority with respect to the Facilities for
such lease term.

Section 2.3 "Authority" shall mean the Idaho State Building Authority, an independent
public body corporate and politic of the State of Idaho, created by and existing under the Act.

Section 2.4 "Bonds" shall mean the portion of any bond or bonds, note or notes, or other
evidences of indebtedness issued by the Authority for the purpose of financing the Cost of
Acquisition and Construction and bonds or notesissued to refinance al or any part thereof and any
bonds or notesissued to finance any additions, modifications or replacements of the Facilitiesfrom
time to time heresfter.

Section 2.5 "Bond Resolution" shall mean the resolution or resolutions of the Authority,
as amended and supplemented, authorizing the issuance of Bonds.

Section 2.6 “Code’” meansthe Internal Revenue Code of 1986, as amended, regulations
thereunder and rulings and judicia decisions interpreting or construing the Code.

Section 2.7 "Cost of Acquisition and Construction" shal mean any proper and
reasonabl e cost, whether or not specifically mentioned herein, of the lease, devel opment and design
and construction of the Facilities and furniture, fixtures, machinery, apparatus and equipment
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therefore; of engineering and architectural services, designs, plans, specifications and surveys, of
planning, analysis, project management, administration, ingpection and similar servicesin connection
with the Facilities; of acquisition or lease of any land or interest therein for use in connection
therewith; of preparation of the sites thereof and of any land to be used in connection therewith; of
any indemnity and surety bonds and insurance premiums; of allocable administrative and general
expenses of the Authority; of allocable portions of legal fees, audits, fees and expenses of any
trustees, depositories and paying agents, financial advisors, underwriters and others for the Bonds;
of issuance of the Bonds and interest thereon and other financing charges, and of fees and expenses
of other advisors and consultants necessary or appropriatein connection therewith; of the payment of
any Bonds of the Authority (including any interest and redemption premiums) issued to temporarily
finance the payment of any item or items of cost of the Facilities; of expenses necessary or incidental
to determining thefeasibility or practicability of the Facilities; and of all other reasonable expenses
not specified herein as may be necessary or incidental to the development, design, construction and
acquisition of the Facilities, the financing thereof, and the placing of the samein use and operation.

Section 2.8 “Development Agreement” shall mean an agreement entered into between
the Authority and the State whereby the State agrees to compl ete the design and construction of the
Facilities satisfactory to the Authority and to convey ownership of the Facilitiesto the Authority as
the design and construction progresses.

Section 2.9 “Existing Buildings’ shall mean the buildings currently existing on the real
property described in Exhibits A-1 and A-2 attached hereto which shall berazed in order to construct
the final phase of improvement to be constructed thereon described in Exhibit B.

Section 2.10 "Facilities' shall mean the Authority’ sinterest in thereal property described
in Exhibits A-1 and A-2 attached hereto created by the Site Lease together with all easements and
rights appurtenant thereto together with all improvements located thereon including the Existing
Buildings and improvements to be constructed thereon described in Exhibit B, together with all
eguipment, furniture, fixtures, improvements, and appurtenances designed, constructed or installed
thereon by or for the Authority.

Section 2.11 "FacilitiesL ease" shal meanthisFacilitiesLease, including any amendments
or supplements thereto.

Section 2.12 "Fiscal Year" shall mean thetwelve-month period of each year beginning July
1 and ending on the following June 30.

Section 2.13 “SitelL ease” shall mean the Site Lease, asamended, entered into between the
Authority and the State of Idaho acting by and through LCSC [need to verify] coincidentally
herewith, containing the terms and conditions of thelease of real property and easements, described
in Exhibits A-1 and A-2, to the Authority.

Section 2.14 "Operating Costs' shall mean the Authority's expenses (including reasonable

reserves for such expenses) for real property assessments, alocable administration and general
expenses of the Authority, expenses for maintenance and repairs, insurance premiums, utility
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charges, legal, financial, architectural and engineering expenses, fees and expenses of fiduciaries
under the Bond Resol ution, bond insurance, guaranty and/or letter of credit fees, interest and finance
charges, and any other expenses or contingencies to be paid or provided for by the Authority, all to
the extent properly attributabl e to the Facilities and payable by the Authority. Operating Costsshall
not include any Cost of Acquisition and Construction or any provision for depreciation, amortization
or similar charges or any expensesfor maintenance and repairs, utility servicesor insurance paidfor
or provided by the State pursuant to this Facilities Lease.

ARTICLE 3
LEASE OF PROJECT; TERM OF LEASE

Section 3.1 Leaseof Facilities. The Authority hereby |easesthe Facilitiesto the Statefor
usein furtherance of the public benefit, and the State hereby |eases the Facilitiesfrom the Authority
on the terms and conditions set forth herein. Notwithstanding the foregoing, the State shall vacate
the Existing Buildings upon notice from the Authority so they can be razed in preparation of the
construction of the improvements described on Exhibit B to be located on that portion of the
Facilities.

AsaffectsthisFacilities Lease, LCSC shall havethe primary responsibility to act on behalf of
the State in all respects pertaining to the obligations of the State under this Facilities Lease. The
State of Idaho hereby authorizes LCSC to act asitsrepresentative and agent in al respects pertaining
to this Facilities Lease, and the State of Idaho shall be fully bound by all acts, authorizations,
representations and decisions of LCSC, except as otherwise expressly provided in this Facilities
Lease.

Section 3.2 Termof Lease: ThisFacilitiesLeasesnal beinfull forceand effect fromthe
effective date hereof. The initial term of this Facilities Lease shall extend from the effective date
hereof through June 30, 2004. The State shall have the option to renew this Facilities Lease in
accordance with the provisions hereof for successive terms concurrent with and equal to succeeding
Fiscal Years thereafter and each such renewal of this Facilities Lease shall be deemed to be
exercised, automatically and without further action by the State, unless the State shall notify the
Authority inwriting of itsintent not to renew this Facilities Lease not |ater than ten (10) months prior
to the expiration of any lease term; provided, however, no term of this Facilities Lease shall extend
beyond the term of the Site Lease.

ARTICLE 4
ACQUISITION, DEVELOPMENT AND FINANCING

Section 4.1 Acquisition and Development of Facilities: The Authority agreesto acquire
real property and parking for use as the site of the Facilities by the Site Lease entered into
coincidentally herewith. Pursuant to the terms of the Site Lease, the Authority will own feetitleto
the improvements constructed thereon as provided in the Development Agreement entered into
coincidentally herewith. This Facilities Lease and the rights, title and interest of the State in this
Facilities Lease and the Facilities shall be subject to theinterests of the Authority inthereal property
and parking acquired therefor.
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Section 4.2 Financing of Facilitiesby the Authority: The Authority agreesto finance
the Cost of Acquisition and Construction of the Facilities by issuance of Bonds as authorized by the
Act. The Authority may from time to time refinance or refund such Bonds as the Authority may
deem appropriate; provided the Authority shall not refinance or refund such Bonds without the
written consent of the State if to do so would increase the Basic Rent due hereunder. The Authority
shall give written notice to the State of itsintent to refinance or refund such Bonds.

Section 4.3 Bond Anticipation Notes: The Authority may issue bond anticipation notes
payable from proceeds of Bonds.

ARTICLES
USE OF FACILITIES

Section 5.1 Useof Facilities: The State agreesthat the Facilities shall be used by LCSC
and such other institutions, departments and agencies of the State as deemed necessary or appropriate
by the State. With the written consent of the Authority, which shall not be unreasonably withheld,
the State may enter into agreementswith other entities ("Non-State Entities") for the operation and/or
maintenance of the Facilities or for the use or occupancy of portions of the Facilities by Non-State
Entities upon the following conditions:

(@) the nature and extent of the proposed agreements with Non-State
Entities will not adversely affect the tax-exempt status of the Bonds; and

(b) such proposed users or uses shall be compatible with and
complimentary to the interests in and uses of the Facilities by the State; and

(c) the nature and extent of the proposed uses of the Facilities conformsto
policies relating to permitted uses of the Facilities adopted by the Board of Commissioners of the
Authority.

ARTICLEG6
RENT

Section 6.1 Payment of Annual Rent: Inconsideration of thelease of the Facilities, the
State shall pay to the Authority, in advance and without any set off or deduction whatsoever, the
following Annual Rent:

(1) For the period of the initial term of this Facilities Lease in the Fiscal Y ear
ending June 30, 2004, the State shall pay no Annua Rent.

2 For therenewal term of this Facilities Lease commencing July 1, 2004 and for

each annual renewa term thereafter, the State shall, within 30 calendar days following the
commencement of such renewal terms, pay in advance:
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(@) Asandfor Basic Rent, an amount for such term which shall equal the
principal installments, including sinking fund deposits, and interest payable in the corresponding
Fiscal Y ear in accordance with the Bond Resolution with respect to the Bonds; and

(b) Asand for Additional Rent as follows:

(i) the amount estimated by the Authority to be sufficient to
provide the Authority with adequate moniesto pay all Operating Costs attributable to the Facilities
for the applicable term of this Facilities Lease, plus

(i) the amount, if any, of deposits to any debt service reserve
account, any operating fund, and any other reserve or expense accounts required to meet all terms
and conditions of the Bond Resolution. The Authority will provide to the State an estimate of
Operating Costs which shall accompany its statement for Additional Rent.

(3) Annual Rent payable for any renewal term shall not be deferred or abated
because of delaysin completion of the construction of the Facilities or delaysin completion of any
repair or replacement of damage to the Facilities.

4) Any installment of Annual Rent whichisnot paid by the State on or beforethe
due date thereof shall, from and after said due date, bear interest until paid at the highest rate per
annum borne by any of the Bonds then outstanding; time being of the absolute essence of this
obligation.

(5) The Authority and the State hereby agreethat the Basic Rent in any leaseterm
shall be reduced by any amounts on deposit with the Authority legally availablefor and all ocated by
the Authority to the payment of principal and interest on the Bonds, including without limitation
capitalized interest deposited from the proceeds of the Bonds and fundson deposit in the debt service
account established under the Bond Resolution. Basic Rent shall be increased or decreased as
appropriate to reflect the issuance by the Authority of Bonds bearing interest at variable rate and
issuance of any additional Bonds issued to refinance the Facilities, in whole or in part, or any
additional Bonds issued for the purposes set forth in Section 9.1 hereof or issued to finance
additions, modification or replacement of the Facilities or any part thereof.

(6) Annual Rents shall be payable in lawful money of the United States of
America, which shall belegal tender for public and private debts under thelaws of the United States
at the time of payment, provided that, upon prior written approval of the Authority, the State may
transfer fundsthrough el ectronic fundstransfer. Payment shall be made at the office of the Authority
or such other place or places as may be designated in writing by the Authority.

(7) The State and the Authority have agreed and determined that such Annual
Rent represents the fair market rental value of the Facilities. In making such determination,
consideration has been given to the Cost of Acquisition and Construction, and the costs of financing
of the Facilities and the Operating Costs thereof, and the uses and purposes of the Facilities which
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will accrueto the State and the Authority and the general public by reason of the use and occupancy
thereof by the State and ownership by the Authority.

(8 The parties agree that the Annual Rent hereunder constitutes ordinary
operating expense of the State within the provisions of Article VIII Section 1 of the Idaho
Constitution.

Section 6.2 Application of Rent: The Authority covenantsto useand apply Annual Rent
to payment of debt service of the Bonds, Operating Costs, depositsto required reserve accounts and
other appropriate purposes pertaining to the Facilities and/or the Bonds.

ARTICLE 7
OPERATION AND MAINTENANCE OF THE FACILITIES

Section 7.1  Operation, Repairs, and Maintenance: The State shall, throughout theterm
of this Facilities Lease and each renewal term thereof, at the State's cost and expense, keep and
maintain or causeto be kept and maintained, the Facilitiesand all equipment, fixtures, additionsand
improvements thereof, in good order and condition, and shall, at the State's cost and expense, make
or cause to be made all necessary repairs, renewals, and replacements with respect to the Facilities.
To the extent repairs or replacements are insured under policies maintained by the Authority and
insurance proceeds are paid to the Authority, the State shall be entitled to such insurance proceedsto
the extent of the actual costsincurred by the State and except to the extent theinsurance proceeds are
required to be otherwise applied in accordance with the terms of the Bonds. Subject to Section 10.1,
in the event the Facilities or any part thereof are damaged or destroyed by uninsured or partially
uninsured casualty of any kind, the State shall either replace or rebuild the Facilitiesin equal value,
or pay such sums to the Authority as may be required to fully pay and discharge the Bonds.

Section 7.2  Utilities:. The State shall pay or cause to be paid all costs, expenses and
charges for water, electricity, lights, heat, power, sewage, telephone, and other utility services,
rendered or supplied upon or in connection with the Facilities during the term of thisFacilitiesLease
and each renewal term.

Section 7.3 Insurance:

@ The State shall maintain or causeto be maintained with responsibleinsurersor
under an established program of self-insurance (as considered to be adequate by an Insurance
Consultant as may be engaged by the Authority) the following kinds and amounts of insurance
acceptableto the Authority with respect to al existing buildings, improvements, equipment and other
property comprising any part of the Facilities and/or the use of the Facilities at all timesthroughout
theinitial term and each renewal term of this Facilities Lease:

(@) Commercial genera liability insurance (CGL) and, if necessary,
commercia umbrellainsurance and property damage liability, and errors and omissionsliability as
shall afford protection to the Authority in an amount of not lessthan $1,000,000 for each occurrence.
The commercia genera liability insurance shall cover liability arising from premises, operations,
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independent contractors, product-completed operations, personal injury and advertising injury, and
liability assumed under an insured contract. Such insurance shall protect the Authority to the same
extent as the State is protected from claims, demands, causes of actions, penalties, including costs
and attorney fees, arising out of the use or occupancy of the Facilities. Upon written request of the
Authority, the State will increase the amount of the CGL insurance to an amount determined by the
Authority if, in the opinion of the Authority and based on local standards, the amount of the CGL
insurance is not adequate.

(b) Commercia property insurance and, as applicable, course of
construction insurance, in the amount of the full replacement value of the Facilities or any portion
thereof, including fixtures, equipment, lessee improvements and betterments. Commercial property
insurance shall, at aminimum, cover the perilsinsured under the |SO special causes of lossform CP
1030 and, if reasonably available, earthquake and flood insurance, debris removal, operation of
building laws, extraexpense, consequential loss, loss of rentsand/or businessinterruption. Such loss
of rentsor businessinterruption insurance shall bein an amount equal to Annual Rent payableto the
Authority by the State with respect to the Facilities during such time or times as the use of the
Facilities may be totally or partially interrupted or the construction thereof delayed as a result of
damage or destruction resulting from perilsinsured against pursuant to this subsection (1)(b).

(c) Worker’s Compensation Insurance in the amount and in the form
which the State is required by law to maintain.

(d) Any other insurance agreed to in writing by the State and the
Authority.

(e) Any other insurance required by theterms and conditions of the Bonds.

2 All insurance procured and any self-insurance plan maintained by the State
shall comply with the following requirements:

(@) Each policy or policies of insurance shall be written by insurance
companies authorized to do businessin the state of daho and furnished through an insurance carrier
or carriers satisfactory to the Authority or through aself-insurance plan satisfactory to the Authority
and an Insurance Consultant pursuant to the Bond Resolution.

(b) True, correct and complete copies of al insurance policies or self-
insurance plan and all endorsements, changes, amendments and supplemental provisions thereto
shall be continually maintained by the State and shall be available for inspection and copying by the
Authority at al times during the State’ s regular office hours.

(c) All suchinsurance shall providethat coverage shall not be canceled or
amended except upon sixty (60) calendar days prior written notice to the Authority. The Authority
shall be furnished current certificates upon the commencement of the initial term and each renewal
term of this Facilities Lease showing that all such insurance fully complies with the terms of this
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Facilities Lease, and current certificates shall be furnished at any other time or times as may be
reasonably requested.

(d) All policies of insurance obtained by and any self-insurance plan
maintained by the State shall include provisions that coverage shall not be affected, reduced or
waived by any inaccurate or misleading statement or information furnished by the Statein obtaining
such insurance nor shall insurance under such policies furnished to the Authority be reduced by any
actual or aleged breach of warranties made by the State in obtaining such insurance. All liability
insurance furnished by the State shall include insurance covering the obligations of the State under
Article 8 of this Facilities Lease.

(3) The Authority and the State hereby rel ease each other from any and al liability
or responsibility to the other asto any person claiming through or under either by way of subrogation
or otherwise for any loss or damage to property caused by any casualty insured by the above-
described coverages, evenif thelossis caused by the fault or negligence of the other party or by any
party for whom the other party is responsible.

4) All insurance provided to the Authority by the State pursuant to thisFacilities
Lease shall name the Authority as additional named insured and contain a loss payable clause
providing for payment of proceedsto the Authority and the trustee of the Bondsto the extent of their
interest therein, and the Annual Rent otherwise payable by the State with respect to the Facilities
shall be reduced by the amount of business interruption or loss of rents insurance payments, if any,
made to the Authority and/or the trustee of the Bonds.

(5) In the event the Authority is able to procure any or al of the insurance
coverages herein required at a cost less than the cost incurred by the State thereof, the Authority
agrees to do so and the cost thereof shall be included as Operating Costs of the Authority. In such
event the obligation of the State to provide any such insurance shall continue until the insurance
coverage procured by the Authority isactualy in effect. Upon the expiration or termination of any
insurance procured by the Authority hereunder, the State shall immediately, without any interruption
in insurance coverage, procure and maintain such coverage.

ARTICLE 8
INDEMNITY

Section 8.1 State'sIndemnification: The State hereby agrees to defend, protect, hold
harmless and indemnify the Authority and its agents, employees, representatives, successors, and
assigns, against all demands, claims, liabilities, causes of action or judgments, and all |oss, expense
and damage of any and every sort and kind, including, but not limited to, costs of investigationsand
attorneys fees and other costs of defense, for:

(1) injury to person or property occurring in, upon or about the Facilities or any

adjacent or related real property or improvements owned, occupied or controlled by the State or any
of its agencies, departments, bureaus or subgovernmental entities;
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2) injury to person or property arising out of the use or occupancy of the
Facilities or relating in any manner to operations conducted thereon;

(3) any other premises liability relating to the Facilities;
4) any loss to person or property to the extent of its self-insurance, if any; and

(5) al liability whatsoever arising out of any public or governmenta activities of
the State of any kind or nature whatsoever.

Nothing in this Article 8 shall be construed as the agreement of the State to indemnify the
Authority from liability for damages arising out of personal injury or damage to property caused
solely and exclusively by the negligence or malfeasance of the Authority.

The obligations under this Section are deemed to be ordinary operating expensesof the State
within the provisions of Article VIl Section 1 of the Idaho Constitution.

Section 8.2 Authority's Indemnification: The Authority hereby agrees to defend,
indemnify and save the State harmless from and against any and all liability, loss, damage, cost and
expense, including court costs and attorney fees of whatever nature or type, whether or not litigation
is commenced, that the State may incur, by reason of any act or omission of the Authority, its
employees or agents or any breach or default of the Authority in the performance of its obligations
under this Facilities Lease. The foregoing indemnity shall not apply to any injury, damage or other
claim resulting solely from the act or omission of the State.

ARTICLE9
ALTERATIONS, ADDITIONS, AND IMPROVEMENTS

Section 9.1 Alterations, Additions, and | mprovements. The State shall havetheright,
at any time and from time to time during the term of this Facilities Lease, at the State's costs and
expense, to make such, alterations, additions, expansionsand improvements, to the Facilities, asthe
State shall deem necessary or desirablein connection with itsuse of the Facilities. Notwithstanding
theforegoing, the State shall not make any alterations, additions, expansionsor improvementswhich
arestructural or will lessen the market value of the Facilitieswithout the prior written consent of the
Authority which shall not be unreasonably withheld.

Once commenced, al alterations, additions, expansionsand improvements shall bediligently
pursued to completion. All such alterations, additions and improvements shall be of such character
as to not reduce or otherwise adversaly affect the value of the Facilities or the rental value thereof
and all the costs thereof shall be promptly paid or discharged so that the Facilities shall at all times
befreeof liensor claimsfor labor and materials supplied thereto. All, aterations, additions, fixtures
and permanent improvements to the Facilities shall be and become apart of the Facilities and shall
become the property of the Authority.

Section 9.2  Furniture, Fixtures, and Equipment: The State shall maintain an inventory
of al furniture, fixtures, and equipment and other tangible personal property financed or provided by
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the Authority as part of the Facilitiesand shall havetheright to replace, at its expense, such tangible
personal property as the State shall deem necessary or desirable in connection with its use of the
Facilities. The State shall, upon request but in no event more than once per year, provide to the
Authority an inventory of furniture, fixtures, and equipment in use at the Facilities provided by the
Authority with the Facilities.

ARTICLE 10
DAMAGE, DESTRUCTION, AND CONDEMNATION

Section 10.1 Damage, Destruction, and Condemnation: In the event of damage,
destruction, or condemnation of the Facilities, or any part thereof, the net proceeds of any insurance
or condemnation awards with respect to the Facilities and, to the extent necessary, the proceeds of
any additional Bonds which may be issued by the Authority for such purpose pursuant to the terms
and conditions of the Bonds, shall be used and applied by the Authority in accordance with theterms
of the Bondsto repair, restore, rebuild, or replace the Facilities; provided, however, that, in the event
of total or substantial destruction or condemnation of the Facilities or in the event that the aforesaid
insurance proceeds, condemnation awards, and proceeds of Bondsare not sufficient to repair, restore,
rebuild, or replace the Facilities, the Authority may elect not to repair, restore, rebuild, or replacethe
Facilities, in which casethe net proceeds of all insurance and condemnation awards, together with all
other available funds, shall be applied in accordance with the terms of the Bonds. Any such repair,
restoration, rebuilding, or replacement of the Facilities may be in accordance with such different
design, plans, and specifications approved by the State as will or may provide facilities of the same
or different nature or use, so long as any such changetherein or thereof shall not reduce or otherwise
adversely affect the value of the Facilities or the rental value thereof. In consideration of the
Authority proceeding with the repair, restoration, rebuilding, or replacement of the Facilities as
above provided, the State shall continue to pay the Annual Rent due under this Facilities Lease,
except to the extent the Authority actually receives proceeds of businessinterruption or loss of rents
insurance described in Section 7.3 hereof.

ARTICLE 11
PARTICULAR COVENANTS

Section 11.1 Compliance with Laws and Regulations: The State shall, at its own cost
and expense, promptly comply with, or cause to be complied with, all applicable laws and
ordinances, rules, regul ations and other governmental requirements, whether or not the samerequire
structural repairs or aterations, which may be applicable to the State, the Facilities or the use or
manner of use of the Facilities. The State shall also observe and comply with the requirementsof al
policies and arrangements of insurance at any time in force with respect to the Facilities.

Section 11.2 Covenant Against Waste: The State covenants not to do or suffer or permit
to exist any hazardous material's, contamination, waste, damage, disfigurement or injury to, or public
or private nuisance, in or upon the Facilities in violation of any state of Idaho or federal laws or
regulations and agreesto pay all costs, changes, penalties or any other expense reasonably incurred
or to be incurred to remove, restore or reclaim the Facilities or premises thereof.
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Section 11.3 Right of Inspection: The State covenants and agreesto permit the Authority
and the authorized agents and representatives of the Authority to enter the Facilities at reasonable
times during usual business hours for the purpose of inspecting the same, subject to reasonable
security requirements and procedures of the State.

Section 11.4 Condition of Facilities. The Authority makesno representation regarding the
condition of the Facilities or real property underlying or adjacent thereto and the Authority shall not
be liable for any latent or patent defects therein.

Section 11.5 Assignment and Subletting: The State shall not assign or mortgage this
Facilities Lease or any right hereunder or interest herein and shall not sublease the Facilities or any
portion thereof, without prior written consent of the Authority (which consent may be granted or
withheld by the executive director of the Authority); provided, that in no event shall the State assign
thisFacilities Lease or any right hereunder or interest herein or sublease the Facilities or any portion
thereof unless the State shall continue to remain liable for the performance of all the terms,
covenants, and conditions contained in this Facilities Lease and unless the proposed assignee or
sublessee shall agree, in writing, to be bound by al of the terms, covenants, and agreements
contained inthisFacilities Lease and all other agreementsrelated thereto. The Authority agreesthat
it will not unreasonably withhold its consent to any such assignment or subleasing.

Section 11.6 Covenant of Quiet Enjoyment: TheAuthority covenantsthat it hasfull right
and lawful authority to enter into this Facilities Lease and that, so long as the State shall pay the
Annual Rent and shall duly observe all of its covenants and agreementsin this Facilities Lease, the
State shall have, hold, and enjoy, during the initial term of this Facilities Lease and each renewal
term thereof, peaceful, quiet, and undisputed possession of the Facilities. No defect, encumbrance,
cloud, lease, restriction or other matter affecting title to the land on which the Facilities shall be
developed existing at the time the land is acquired or leased to the Authority or to which this
Facilities Lease is subrogated to shall constitute a breach of this Facilities Lease by the Authority.

Section 11.7 Tax Covenant: The State covenants for the benefit of the holders of the
Bonds and the Authority that during the term of this Facilities Lease, that no action shall betaken or
omitted with respect to the Bonds, the proceeds thereof, any other funds of the State or any Facilities
financed or refinanced with the proceeds of the Bondsif such action or omission (i) would causethe
interest on the Bondsto loseits exclusion from grossincome for federal incometax purposes under
Section 103 of the Code, (ii) would cause the Bonds to become “ specified private activity bonds’
with the meaning of Section 57(a)(5)(C) of the Code, or (iii) would cause interest of the Bonds to
loseitsexclusion from Idaho taxable income under present Idaho law. Theforegoing covenant shall
remainin full force and effect notwithstanding the payment in full or defeasance of the Bonds until
the date on which all obligations of the Authority in fulfilling the above covenant under the Code
have been met.
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ARTICLE 12
DEFAULT

Section 12.1 Events of Default: The following shall be events of default under this
Facilities Lease:

1) Failure by the State to pay the Annual Rent asthe same shall become due, or

2) Failure by the State or anyone contracting with the State to observe and
perform any other covenant, condition, or agreement to be observed or performed under this
Facilities Lease for a period of 90 calendar days after written notice, specifying such failure and
requesting that it be remedied, given to the State by the Authority or trustee of the Bonds, unlessthe
Authority or trustee shall agree in writing to an extension of such time prior to its expiration.

Section 12.2 Remedies. Whenever any event of default referred to in Section 12.1 hereof
shall occur, the Authority may take any one or more of the following remedia steps:

1) Declareall Annual Rent payablefor the applicableleasetermthenin effect to
be immediately due and payable, together with applicable interest thereon.

2) Re-enter and take possession of the Facilities, exclude the State from
possession thereof, and terminate this Facilities Lease.

(3) Take such action at law or in equity as may appear necessary or desirable to
collect all sumsdue and thereafter to become due, or to enforce performance and observation of any
obligation, agreement, or covenant of the State under this Facilities Lease.

Section 12.3 Remedies Not Exclusive: No remedy herein conferred upon or reserved to
the Authority is intended to be exclusive of any other available remedy or remedies, but each and
every such remedy shall be cumulative and shall be in addition to every other remedy given under
this Facilities Lease, or now or hereafter existing at law or in equity. No delay or omission to
exercise any right or power accruing upon any default shall impair any such right or power or shall
be construed to be awaiver thereof, but any such right and power may be exercised fromtimetotime
and as often as may be deemed expedient. Inthe exerciseof any remedy reserved to the Authority in
thisArticle 12, it shall not be necessary to give any notice, other than such notice as may be herein
expressly required.

ARTICLE 13
SURRENDER OF FACILITIES

Section 13.1 Surrender of Facilities: In the event that the State elects not to renew or
extend theterm of this Facilities Lease or thisFacilities Leaseisotherwise terminated, the State shall
immediately quit and surrender the Facilities to the Authority in the same condition in which it
existed at the date the construction of all Facilities was completed by the Authority, subject to any
aterations, additions, expansions or improvements made in accordance with Section 9.1 hereof,
ordinary wear and tear excepted.
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ARTICLE 14
LIMITATION ON OBLIGATIONS

Section 14.1 Obligationsof Authority and State: Notwithstanding any other provisions
of this Facilities Lease, no obligation assumed by or imposed upon the Authority by this Facilities
Lease shall require the performance of any act by the Authority except to the extent, if any, that the
cost and expense of such performance may be paid from the proceeds of the Bonds issued by the
Authority or from other fundslegally availableto the Authority to meet the cost and expense of such
performance, and no obligation assumed by or imposed upon the State by this Facilities Lease shall
require the performance of any act by the State, including, but not limited to, the payment of Annual
Rent, except to the extent that funds may be available for such performance or payment from State
genera appropriations or other funds legally available therefor. This Facilities Lease shall not be
construed as obligating the Legislature of the State of Idaho to make future appropriations for the
payment of Annual Rent or the performance of any other obligations under this Facilities Lease
beyond theinitial rental term or for any renewal term hereof. Inthe event that appropriated fundsare
not legally available for payment of Annual Rent or other obligations hereunder for any term, then
this Facilities Lease shall beterminated. Theliability of the State for payment of Annual Rent asit
becomes due shall be in consideration of the right of the State, whether or not exercised, to occupy
and/or use the Facilities for the then-current lease term.

ARTICLE 15
MISCELLANEOUS

Section 15.1 Pledgeof Rent, Proceeds, and L ease: Itisexpressly understood and agreed
by the parties hereto that the Authority has the right to pledge and assign the Annual Rent, all
proceeds receivable by the Authority from any sale of the Facilities, and itsrightsand interest under
thisFacilitiesLeaseto secure: (i) the payment of the principal of and theinterest on and redemption
premium, if any, on the Bonds; and (ii) other obligations of the Authority under the terms and
conditions of the Bonds.

Section 15.2 Notices: All noticesor other communications hereunder shall be sufficiently
given and shall be deemed given on the second business day following the day on whichthesameare
mailed by certified mail, postage prepaid, addressed as follows:

1) If to the State:

Idaho Department of Administration
Attn: Director

Statehouse Mail

Boise, Idaho 83720

AND

Lewis-Clark State College
Attn:
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2) If to the Authority:

Idaho State Building Authority
Attn: Executive Director

Post Office Box 2802

Boise, Idaho 83701

The State or the Authority may, by notice given hereunder, designate any further or different
addresses to which subsequent notices or other communications shall be sent. Notice may be aso
given by personal delivery of awritten notice.

Section 15.3 Severability: If any term or provision of this Facilities Lease or the
application of it to any person, entity or circumstance shall to any extent beinvalid or unenforceable,
theremainder of thisFacilities Lease or the application of such term or provision to persons, entities
or circumstances, other than those as to which it isinvalid or unenforceable, shall not be affected
thereby, and each term and provision of this Facilities Lease shall be valid and shall be enforced to
the extent permitted by law.

Section 15.4 Attorney Fees. In the event either party to this Agreement is required to
initiate or defend litigation with respect to the terms hereof or to enforce any of itsrights hereunder,
the prevailing party in such litigation shall be entitled to reasonabl e attorney's feesincurred in such
litigation, including all discovery costs and costs of expert witnesses, together with all reasonable
litigation expenses.

Section 15.5 Headings. The article and section headings contained herein are for
convenience and reference and are not intended to define or limit the scope of any provision of this
Facilities Lease.

Section 15.6 Counterparts. This Facilities Lease may be simultaneously executed in
severa counterparts, each of which shall be an original and all of which shall constitute but one and
the same instrument.

Section 15.7 Amendments. The Authority and the State shall not, without the written
consent of the trustee of the Bonds or other legally-authorized representative of the interests of the
owners of the Bonds, consent or agree to or permit any rescission of or amendment to or otherwise
take any action under or in connection with this Facilities Lease which will reduce the payments
required to be made by the State hereunder during the initial term or any renewal term hereof, or
whichwill in any manner materially impair or adversely affect the rights of the Authority hereunder,
and any action by the Authority or the State in violation of this covenant shall be null and void asto
the Authority and the State. Furthermore, any voluntary amendment, modification or termination of
this Facilities Lease shall require the written consent of al partiesto this Facilities Lease.
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Section 15.8 Effective Date: ThisFacilities Lease shall be effective as of the date stated
above upon its execution.

IN WITNESS WHEREOF, the parties hereunto have caused this Facilities Lease to be
executed as of the day and year first hereinabove set forth.
AUTHORITY:

IDAHO STATE BUILDING AUTHORITY

By:

V. L. Bud Tracy, Chairman

Dated: , 2003

ATTEST:

By

Wayne V Meuleman, Secretary

STATE:
STATE OF IDAHO, by and through

IDAHO DEPARTMENT OF ADMINISTRATION

By:

Pamelal. Ahrens, Director

Dated: , 2003
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LCSC:

LEWIS-CLARK STATE COLLEGE

By:

, President

APPROVAL AND CONSENT:

STATE BOARD OF EDUCATION

By:

Blake G. Hall, President

Dated: , 2003
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STATE OF IDAHO )
) ss.
County of Ada )
Onthis day of , 2003, before me, theundersigned, aNotary Publicinand

for said State, personally appeared V.L. Bud Tracy and WayneV Meuleman, known or identified to
meto be respectively the Chairman and Secretary, respectively, of theIDAHO STATE BUILDING
AUTHORITY, each of whom acknowledged to methat they executed the within Facilities Leaseon
behalf of the Idaho State Building Authority in their representative capacity.

IN WITNESSWHEREOF, | have hereunto set my hand and affixed my official seal the day
and year in this certificate first above written.

Notary Public for the State of 1daho
Residing at
My commission expires

STATE OF IDAHO )

) ss.
County of Ada )
Onthis day of , 2003, beforeme, the undersigned, aNotary Publicin

and for said State, personally appeared Pamela |. Ahrens, known or identified to me to be the
Director of theIDAHO DEPARTMENT OF ADMINISTRATION of the STATE OF IDAHO, who
acknowledged to me that she executed the within Facilities Lease on behalf of the State in his
representative capacity.

IN WITNESSWHEREOF, | have hereunto set my hand and affixed my official seal the day
and year in this certificate first above written.

Notary Public for the State of Idaho
Residing at
My commission expires
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STATE OF IDAHO )
) ss.
County of Ada )
Onthis day of , 2003, before me, theundersigned, aNotary Publicin

and for said State, personally appeared Blake G. Hall, known or identified to meto be the President
of IDAHO STATE BOARD OF EDUCATION (the “SBOE”), who acknowledged to me that he
executed the within Facilities Lease on behalf of the SBOE in his representative capacity.

IN WITNESSWHEREOF, | have hereunto set my hand and affixed my official seal the day
and year in this certificate first above written.

Notary Public for the State of 1daho
Residing at
My commission expires

STATE OF IDAHO )

) ss.
County of Ada )
Onthis day of , 2003, beforeme, the undersigned, aNotary Publicin
and for said State, personally appeared , known or identified to me to be the

of LEWIS-CLARK STATE COLLEGE, who acknowledged to me that he
executed the within Facilities Lease in his representative capacity.

IN WITNESSWHEREOF, | have hereunto set my hand and affixed my official seal the day
and year in this certificate first above written.

Notary Public for the State of 1daho
Residing at
My commission expires
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6/19/2003
9:08 AM

List of Exhibits:

Exhibit A-1 Description of Real Property
Exhibit A-2  Description of Parking
Exhibit B Description of Improvements Comprising the Facilities
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L CSC (6/18/03)
DRAFT
OPERATING AGREEMENT

THIS OPERATING AGREEMENT ismadethis ___ day of ,2003, by and
between the Department of Administration (the “ Department”) and Lewis-Clark State College
(I‘ LCSC”).

RECITALS

WHEREAS, the Idaho L egislature, House Concurrent Resolution No. 30 (“HCR 30"),
First Regular Session of the Fifty-seventh Legislature, has authorized the Idaho State Building
Authority (the “ISBA”) to provide financing to develop and construct certain Classroom and
Activity Center facilities for use by LCSC (the “Facilities’);

WHEREAS, pursuant to HCR 30, the ISBA and LCSC have entered into, or will enter
into simultaneously with the execution of this Operating Agreement, a Ground Lease involving
the real property on which the Facilities will be constructed;

WHEREAS, pursuant to HCR 30, the Department and LCSC have entered into, or will
enter into simultaneously with the execution of this Operating Agreement, a Facilities Lease (the
“Facilities Lease”) and a Development Agreement (the “ Development Agreement”), both with
the ISBA and involving and for the Facilities;

WHEREAS, the Department and LCSC desire to address between themselves certain
issues related to the Facilities Lease and Development Agreement, upon the terms and conditions
set forth below.

AGREEMENT

NOW THEREFORE, in consideration of the above recitals, which are incorporated
herein asif set forth in full, and the mutual promises and agreements hereinafter set forth, the
sufficiency of which is hereby acknowledged, the parties agree as follows:

1 Other Documents. This Operating Agreement is intended to co-exist with the
Facilities Lease and the Development Agreement; provided however, in the case of any conflict
between the terms of this Operating Agreement, as may be amended from time to time, and the
Development Agreement and the Facilities Lease, as may be amended from time to time, the
terms of this Operating Agreement shall control as between the Department and LCSC.

2. Term. Theterm of this Operating Agreement shall begin on its effective date and
continue until the expiration or termination of the Facilities Lease, including renewals, or the
Development Agreement, whichever occurs later.

3. Allocation of Responsibility. Anything contained in the Facilities Lease and the
Development Agreement notwithstanding, the parties agree as follows:
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a Upon and after occupancy by LCSC, LCSC shall make all decisions regarding the
use and routine operation, repair and maintenance of the Facilities. LCSC shall, at its cost and
expense, comply with all applicable federal, state and municipal laws, ordinances, regulations
and orders and any contractual obligations relative to such use, operation, repair and
maintenance of the Facilities. LCSC shall consult with the Department on any issues concerning
the use, operations and maintenance of the Facilities that could impact the Department or the
Facilities Lease or the Development Agreement.

b. LCSC shal not do or suffer or permit to exist any hazardous materials,
contamination, waste, damage, disfigurement or injury to, or public or private nuisance, in or
upon the Facilities in violation of any state of Idaho or federal law or regulation and shall pay all
costs, charges, penalties or any other expense reasonably incurred or to be incurred to remove,
restore or reclaim the Facilities or premises.

C. LCSC shall be responsible for the cost and expense of al insurance required
under the Facilities Lease and the Development Agreement, provided, however, that LCSC may
arrange for such insurance through the Department’ s Office of Insurance M anagement.

d. LCSC shall, at its cost and expense, comply with Sections 5, 7,9 and 10 of the
Facmtl& Lease, which includes but is not limited to the obligations contained in Section 3,e-h,
of this Agreement

e LCSC shall, at its cost and expense, keep and maintain or cause to be kept and
maintained, the Facilities and all equipment, fixtures, additions and improvements thereof, in
good order and condition, and shall, at its cost and expense, make or cause to be made all
necessary repairs, renewals, and replacements with respect to the Facilities. Subject to Section 10
of the Facilities Lease, in the event the Facilities or any part thereof are damaged or destroyed by
uninsured or partially uninsured casualty of any kind, LCSC shall either replace or rebuild the
Facilities in equal value, or pay such sums to the Authority as may be required to fully pay and
discharge the Bonds (as defined in the Facilities Lease).

f. LCSC shall pay or cause to be paid al costs, expenses and charges for water,
electricity, lights, heat, power, sewage, telephone, and other utility services, rendered or supplied
upon or in connection with the Facilities.

g. LCSC shall maintain an inventory of all furniture, fixtures and equipment and
other tangible personal property financed or provided by the ISBA as part of the Facilities and
provide such inventory to the ISBA in accordance with Section 9.2 of the Facilities Lease.
LCSC shall have the right, at its expense, to replace such tangible personal property as it deems
necessary in connection with its use of the Facilities, in accordance with Section 9.2 of the
Facilities Lease.

h. LCSC shall be responsible to pay for all cost overruns incurred in the planning,
design and construction of the Facilities, including without limitation al cost overruns specified
in Section 7 of the Development Agreement, provided, however, that cost overruns shall first be
paid out of the project contingency fund and LCSC shall not be responsible for any cost overrun
unless and until the contingency fund is depleted, and that LCSC has approved any change order
that results in a cost overrun. LCSC shall not be responsible for any cost overrun that is the
result of the negligence or malfeasance of the Department.

i Upon and subject to a specific and sufficient annual appropriation by the state of
Idaho Legidature to the Department of funds from the Permanent Building Fund, or other
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sources determined by the Legislature, the Department shall remit to the ISBA the payment of
Annual Rent (as defined in the Facilities Lease) in accordance with the Facilities Lease.

J- Any consents or approvals required of the State under the Ground Lease or
Facilities Lease shall be made by LCSC.
k. The right contained in Section 3.2 of the Facilities Lease to give ten months

notice of termination of the Facilities Lease must be given jointly by the Department and LCSC.

4, Notice of Non-Appropriation Non-Renewal; Other Notices. In the event that the
Department fails to receive an appropriation of moneys necessary for any payment of any rent
under the Facilities Lease, it shall immediately notify LCSC. The Department also agreesto
give noticeto LCSC if it does not include in its budget request a request for moneys related to
the Facilities Lease. In the event that either party receives any notice related to the Ground
Lease, the Facilities Lease or the Development Agreement that could impact the other, the
receiving party shall immediately notify the other party of the receipt and substance of such
notice.

5. Intentionally Blank.

6. Order of Use of Funds; Funds Remaining. LCSC specifically acknowledges and
agrees that any money it transfers to the Authority for the project, and which are deposited by the
Authority into the Construction Fund (as defined in the Devel opment Agreement), shall be
deemed to be used first, before any bond proceeds or other funds, for any cost or expense of
planning, design or development or construction. LCSC further specifically acknowledges that
any funds remaining in the Construction Fund (as defined in the Development Agreement) upon
final acceptance of the Facilities shall be used to defease the Bonds (as defined in the Facilities
Lease) or otherwise decrease the amount of Annual Rent (as defined in the Facilities Lease) due
under the Facilities Lease.

7. Indemnification. LCSC shall indemnify, defend and save harmless the
Department, its officers, agents and employees from and against any liability, claim, damages,
losses, costs, expenses or actions to which the Department is or could be subject arising from or
related to this Operating Agreement and its use, operation or maintenance of the Facilities. This
indemnification does not apply when such claims, damages and liabilities are the result of
negligent acts, errors, omissions or fault or malfeasance on the part of the Department, its
officers, agents or employees. The Department shall indemnify, defend and save harmless the
LCSC, its officers, agents and employees from and against any liability, claim, damages, |osses,
costs, expenses or actions to which the LCSC is or could be subject arising from or related to this
Operating Agreement and its use, operation or maintenance of the Facilities. This
indemnification does not apply when such claims, damages and liabilities are the result of
negligent acts, errors, omissions or fault or malfeasance on the part of the LCSC its officers,
agents or employees.

8. Cooperation Between the Parties. Should any claims, demands, suits or other
legal proceedings be made or instituted by any person against either party which arise out of any

LCSC Operating Agreement — Page 3 June 26-27, 2003 BAHR Finance Agenda Page 321



matters relating to the Facilities, the other party shall give al pertinent information and
reasonabl e assistance in the defense or other disposition thereof.

0. Notices. All notices, demands, consents and reports provided for in this
Operating Agreement shall be in writing and shall be given to the Department or LCSC at the
address set forth below or at such other address as they individually may specify thereafter in
writing:

Department of Administration: Larry V. Osgood
Administrator
Division of Public Works
P.O. Box 83720
Boise, Idaho 83720-0072
Ph: 208-332-1911
Fax: 208-334-4031

With a Copy to: Department of Administration
Attention: Deputy Attorney General
650 West State Street
P.O. Box 83720
Boise, Idaho 83720-0003

Lewis Clark State College: Vice President for Admin. Services
Lewis-Clark State College
8" Ave. and 6" St.
Lewiston, ID 83501

Such notices or other communications may be mailed by United States registered or
certified mail, return receipt requested postage prepaid or delivered by arecognized courier
delivery service (e.g. Federal Express, Airborne etc.). Such notices, demands, consents and
reports may also be delivered by hand. For purposes of this Operating Agreement, notices will
be deemed to have been "given" upon personal delivery thereof or 72 hours after having been
deposited in the United States mail at a United States Post Office or a depository for the receipt
of mail regularly maintained by the post office or deposited with arecognized courier delivery
service.

10. Survival. Any termination, cancellation or expiration of this Operating
Agreement notwithstanding, provisions that are intended to survive and continue shall so survive
and continue, including, but not limited to, the provisions of section 7.

11. No Third Party Rights. Nothing in this Operating Agreement shall be construed
as creating or giving rise to any rightsin any third parties or any persons other than the parties
hereto.

12.  Governing Law. The Contract shall be governed by and construed under the laws
of the State of 1daho.

LCSC Operating Agreement — Page 4 June 26-27, 2003 BAHR Finance Agenda Page 322



13.  Officials Not Personally Liable. In no event shall any official, officer, employee
or agent of the Department or LCSC be liable or responsible for any representation, statement,
covenant, warranty or obligation contained in, or made in connection with, this Operating
Agreement, express or implied.

14. Complete Statement of Terms. This Operating Agreement constitutes the entire
agreement between the parties hereto as regards it subject matter and shall supersede all previous
proposals, oral or written, negotiations, representations commitments, and all other
communications between the parties.

15.  Written Modification. This Operating Agreement may be modified or amended
only by an agreement in writing signed by a duly authorized representative of the Department
and LCSC.

16.  Counterparts. This Operating Agreement may be executed in two or more
counterparts, each of which shall be deemed an original but al of which together shall constitute
one and the same instrument.

IN WITNESS WHEREOF, the parties have entered this Operating Agreement as of the
datefirst set forth herein.

LEWIS-CLARK STATE COLLEGE

By:
Its

IDAHO DEPARTMENT OF ADMINISTRATION
DIVISION OF PUBLIC WORKS

By:

Larry V. Osgood
Its: Administrator
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