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THE UNIVERSITY OF WISCONSIN SYSTEM

Request for

State Building Commission Action

July 2003

Project 03G2A & 03G2H

1.
Institution:  The University of Wisconsin-Madison

2. Requests:  (1) release of $90 Million Program Revenue Supported Borrowing to pay for the University’s share of costs for the West Campus Cogeneration Facility.  (03G2A) The facility will be constructed by Madison Gas and Electric Company on University-owned property under terms of a land lease with the Board of Regents, and the Engineering Procurement and Construction Agreement;  (2) Release of $200,000 BTF Contingency and authority for UW-Madison to contribute Institutional Funds to pay for all costs in excess of $200,000 for replacement of two agricultural structures. (03G2H)  Those facilities will be constructed by MGE at the West Madison Agricultural Research Station under terms of a land use agreement with the Board of Regents.  MGE will reimburse the Building Trust Funds.

3. Description and Scope of Work:  This project will construct a cogeneration facility at UW-Madison as a joint project with Madison Gas and Electric Company.  The West Campus Cogeneration Facility will include 150 MW of electrical generating capacity for Madison Gas and Electric Company, those assets to be owned by MGE; 20,000 tons of chilled water generating capacity for UW-Madison, those assets to be owned by UW‑Madison/the state; Lake water pumping and piping systems, those assets to be owned by UW-Madison/the state; Steam and chilled water distribution system piping systems, those assets to be owned by UW-Madison/the state; and steam generating equipment that will be jointly owned by Madison Gas and Electric Company and the UW-Madison/the state.   As part of the project, MGE will demolish three University agriculture buildings, and construct replacement facilities for two of them at the West Madison Ag Research Station.  MGE has agreed to pay the first $200,000 of the demolition and replacement costs, and the University seeks approval to contribute institutional funds for any costs above that amount. 

4. Summary of Background Information:  This project has been in planning since 2000, and detailed information has been shared regarding justification and benefits of the project.   In summary, a report was made to the State Building Commission in January 2001 regarding the intent of the Department of Administration and UW-Madison to enter into a Memorandum of Understanding with Madison Gas and Electric Company and Alliant Energy to explore the possibility of constructing a cogeneration plant on the UW‑Madison campus.  For University purposes, there is a need for additional heating and cooling capacity by 2004-05.  This need is largely brought about by the significant additional space recently completed, under construction, or funded for completion in the near future.  After extensive studies of various alternatives and consultations with legal, engineering and financial advisors, in May 2002, the University and Department of Administration received Building Commission approval to proceed with this joint project.  The basic concept at that time was that the state would use the Master Lease program to pay for the University’s heating and cooling equipment, and would lease the building housing that equipment from MGE; MGE would operate the entire plant, and own all the electrical assets and the entire building.  The University would have an option to purchase the building housing its equipment. 

Since 2002, negotiations have been concluded, and the project is currently being reviewed by the Public Service Commission.  The most significant change since the approval received in May 2002 relates to how the state’s share is to be financed.  Instead of using the Master Lease program, the state will own its equipment and portion of the building.  The 2003-05 Budget includes $90 million in Program Revenue Supported Borrowing for this purpose.  That amount corresponds to the Guaranteed Maximum Price of $80 million, plus $5 million for a performance guarantee, and a $5 million contingency.  

It is anticipated that construction will begin in October after action by the PSC in September 2003.

5. Previous Action

May 15, 2002: 
Authorized construction of the project by MGE, with the state’s share to be financed by the Master Lease program, and the facility housing University equipment would be leased by the University; waived 16.855 to allow MGE to construct replacement facilities at the West Madison Ag Station.
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