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The University of Wisconsin-Madison

2009-2011 Biennium
MAJOR PROJECT REQUEST
1.
Project:
21 North Park Street Purchase

Institution:
UW-Madison

Estimated Cost:
$38,546,000  Program Revenue Supported Borrowing 
2.
Project Description and Scope:  This project seeks enumeration of funds for the purchase of the office building at 21 North Park Street, with the intent of exercising the purchase option for the building in July 2010.
3.
Background:  The university’s East Campus Development Plan calls for the creation of a contemporary and technologically advanced arts and humanities district, consolidation of campus student services along a new pedestrian corridor, and the construction of contemporary university residence halls to improve the undergraduate student living experience.  The Chazen Musuem expansion, which is part of that plan, will be constructed on the site of the A.W. Peterson Building at 750 University Avenue.  Making this site available required that business and administrative support functions housed in Peterson be relocated so that Peterson could be demolished.

In 2004, the university entered into a ground lease with the owner of contiguous property, Park Street Properties I, LLC, to construct a residence hall, a parking ramp, and an office building, and to relocate UW-Fleet Services.  At the same time, the university, the state and the developer negotiated and the university later executed a thirty-year lease agreement that provides purchase options for the various components of the project, with options to purchase that began in 2006.  The next available purchase opportunity is in 2010 at $38,546,000.  The next opportunities after that will be in 2012 for $39,317,000 and in 2014 for $40,103,000.  Additional purchase options will be available in 2016 and every two years thereafter, based upon a market value that is no more than the average of two appraisals.

The residence hall and parking ramp were purchased upon occupancy of those components in July 2006, at $46,832,200 of Program Revenue Supported Borrowing enumerated in the 2005-07 Capital Budget.
The three-story office building consists of approximately 139,000 GSF of space.  The UW Welcome Center and a satellite office for Transportation Services are located on the ground level.  Administrative offices and support space for UW-Madison Business Services, Research and Sponsored Programs, and Human Resources, are located on floors five, six and seven of the structure, above the parking ramp.  The office facility also contains space for shared conference, meeting room, professional development and computer lab space, and common break areas.

The office building currently is providing temporary space for the enrollment services/registrar and bursar functions that were relocated from the AW Peterson Building.  Upon completion of University Square project in late 2008, the enrollment services and bursar staffs will relocate to the UW portion of that project.  The Division of Continuing Studies will then vacate its space in Middleton Hall and Lowell Hall and consolidate permanently at 21 North Park Street.  This in turn permits UW-Extension to move its guest and conference space out of the J.F. Friedrick Center into Lowell Hall.  The Friedrick Center will then be turned over to University Housing for use as part of its lakeshore area housing development.

4.
Analysis of Need:  The North Park Street site was identified in the 1996 Campus Master Plan as an area for possible joint public/private development, and as an ideal location for a visitor information gateway because of its presence at a major gateway to the university.  The Welcome Center provides quick and convenient access to general campus information, parking assistance and directions for students and prospective students, their families, members of the university community as well as the general public.  As detailed above, the office building component not only enables a number of other campus space needs to be met, and provide updated and high-quality efficiently-configured office space for occupants of the building.

The current annual rental payment is $2,918,500.  As part of the lease, UW-Madison is responsible for all building operation, staffing, maintenance costs, real estate taxes and insurance.  The building is connected to central campus utilities.  There is a 4% annual escalation in the rental rate through summer 2010.  If the purchase options are not exercised within the requested time frame, the rental rate will need to be adjusted further based on current interest rates and the debt service coverage ratio required by the financing entity.  In addition, purchasing the building at a later date will be more expensive than a purchase now.
5.
Alternatives:  The only alternatives would involve delaying purchase until a later date, or continuing to rent the facility at increasing costs.
6.
Schedule:  N/A
7.
Project Delivery:  N/A
8:
Estimated Costs:
a.
Project Budget Summary: $38,546,000 purchase price
b.
Impact on Operating Budget: Purchase of this facility will reduce operating costs by the annual lease payment amount. UW-Madison has set aside base budget funding to service existing lease payments for the facility.  The same base budget resources will be reallocated to debt services payments for the facility once ownership is secured by the university.  Projected annual debt service payments are less than current lease costs, so the amount reserved in the current base budget will be more than sufficient to meet long term annual payments.  In fact, because debt service payments will be less than current lease costs, the University will be able to reallocate some portion of the current base budget reserved for lease costs and reprogram the funds to meet high priority academic and financial aid needs.
c.
Fee Impact:  None.
9.
Previous Action:  The Board of Regents and the State Building Commission authorized entering into a ground lease with Park Street Properties, entering into a lease agreement with options to purchase with Park Street Properties, and connecting the facilities to central campus utilities.


The Board of Regents recommended enumeration of $46,832,200 Program Revenue Supported Borrowing in the 2005-07 Capital Budget request for purchase of the housing and parking ramp components of the Park Street project.  This amount and funding source was later enumerated as part of the 2005-07 Capital Budget.
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