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THE UNIVERSITY OF WISCONSIN SYSTEM

Request for

State Building Commission Action
January 2004
February 2004
Project 03K1I
1. Institution:  The University of Wisconsin-Madison

2. Request:  Requests authority to purchase 8.44 acres of land and a 65,399 GSF warehouse/office building located at 2102 Wright Street, Madison Wisconsin, at a cost not to exceed $5,389,302 Program Revenue Supported Borrowing, as stipulated in the purchase option in the lease for the land and facility.
3. Description and Scope of the Project:  Approval of this request will permit acquisition of the building housing UW-Madison’s Materials Distribution Services (MDS) warehouse and SWAP (Surplus With A Purpose) program, both which provide services to all state agencies.  Upon approval, the university will exercise its option to purchase the property at a cost not to exceed $5,389,302.
The single-story facility occupies approximately half of the 8.44-acre site and houses four functional areas which are: (1) the MDS warehouse with employee and customer support rooms; (2) a common dock and staging area; (3) the SWAP program, primarily a property/materials display and redistribution function and office; and (4) offices for the MDS administration and support staff.  The asphalt driveway and sixty-six parking spaces are also part of the improvements.  Development of the undeveloped four acres of land on the site is anticipated sometime in the future to accommodate as yet undetermined university support services.

4.
Justification of the Request:  This project was previously enumerated as part of the 2003-05 Capital Budget.  The UW-Madison sales program is comprised of MDS and SWAP.  MDS is a materials distribution center that receives, stocks, and delivers commonly used items to government customers, such as other UW System campuses, state agencies, cities and municipalities, counties, and school districts.  Approximately eighty percent of the goods are used by UW-Madison.  UW-Madison has operated MDS for approximately twenty years as the result of a study commissioned by the Department of Administration (DOA) to evaluate state procurement.  The study recommended that the functions of DOA and UW-Madison Stores be combined under a "State Consolidated Stores" (now called "Materials Distribution Services") to be operated by the university as the largest user of stores services.


The SWAP program, which was created in 1994, is considered a national model for recycling and is a past recipient of the Governor's Recycling Award.  SWAP receives surplus items from government customers and either re-sells or recycles the items to university departments, other governmental units, non-profit organizations, or the general public.


The MDS office and warehouse functions were located primarily at 30 North Murray Street and supplemented by some overflow warehouse space in the UW warehouse at 630 West Mifflin Street.  SWAP functions were located in the UW warehouse at 630 West Mifflin Street.  The split operation was detrimental to management and operational efficiency and the configuration of the 30 North Murray Street warehouse space did not lend itself to efficient operations.  A consultant retained in the mid 1990s to assess the stores and warehouse operations, including facilities, suggested more efficient methods of handling materials that involved extensive use of just-in-time delivery of goods.  The study noted that further efficiencies could be realized through the consolidation of MDS and SWAP operations.


About the same time, the university's Environmental Management Center project was submitted for enumeration as part of the 1995-97 Capital Budget.  No decision had been made as to whether the project would involve the construction of a new facility or whether an existing facility could be adapted for that purpose.  The input received as part of the evaluation of the stores and warehouse operations resulted in a decision to reuse the MDS facility at 30 North Murray Street for the Environmental Management Center.


In February 1996, the MDS office functions temporarily relocated to the basement of the UW Warehouse on Mifflin Street.  This move freed space on the second floor at 30 North Murray Street to provide office and administrative support space for the UW-Madison Safety Department under Phase I of the Environmental Management Center project.  The North Murray Street warehouse space was subsequently renovated in Phase II of the Environmental Management Center project and now houses consolidated chemical and radioactive waste management facilities of UW-Madison's Safety program.


In the fall of 1996, the State Department of Administration conducted a Request for Proposal (RFP) process for the university to identify potential existing or developable sites for the relocation and consolidation of MDS and SWAP.  There were seventeen responses to the RFP.  The property at 2102 Wright Street was selected from four final proposals based on property location; efficiency of access to and egress from the UW-Madison campus; accessibility by vendors to major highways and delivery points; potential future building expandability on the site; reasonableness of rental terms; and competitive acquisition cost.


Moving the sales programs off campus was intended as a positive step for addressing the traffic and safety issues in several studies including the Campus Master Plan.  In addition, the facility included a cross-dock to support the prime vendor contract by allowing delivery of goods to this single, off campus location for next day distribution to users.  It also diverted many non-MDS semi-trailer and large truck shipments to this accessible, central location rather than requiring individual deliveries to buildings all around the campus, whether or not they are accessible by street or loading dock. These trucks are now off‑loaded and deliveries are made in smaller university vehicles that are far less dangerous to campus pedestrian traffic, and far less destructive to campus roads.


In May 1998, UW-Madison entered into a lease agreement with Jerome J. Mullins and Associates, Inc. of Madison for the property and improvements at 2102 Wright Street. The facility was initially occupied in January of 1999.


The university and the state departments of administration, commerce, workforce development, and tourism currently utilize the warehouse storage operation.  The storage operation provides a unique service for its customers, in that the same web-based electronic processes that can be used for ordering products can be used to draw from their own inventories stored in the MDS facility.  The delivery infrastructure permits efficient cartage for these stored products anywhere in the Madison vicinity.  As a result, available space is nearing capacity and requests by other state agencies for materials storage are turned down. Expansion of the warehouse space would allow the program and its benefits to serve additional state agencies.


Purchases being placed through the MDS catalog operation have more than doubled since the facility was opened in 1999.  The operation, through its Prime Vendor arrangements, provides for next day product delivery without the cost of overnight transit.  This is accomplished through consolidation of all orders into one single delivery each morning. Rather than the traditional model of “marking up purchases”, MDS operates on the principle of leveraging the cost savings they can offer to suppliers for the electronic ordering processes they manage.  MDS prices are the same as those departments would have for placing individual orders directly with the vendors on contract.  However, they obtain the added benefit of having next day delivery, as well as a consolidated invoice for all purchases made from the many prime vendor sites.  MDS is able to cover all of its expenses from rebates received from the prime vendors for the cost savings and value added services that MDS provides to the Vendor.  The university has likewise been able to eliminate individual deliveries from all prime vendors and provide a single, consolidated delivery in its own vehicles. 

The fiscal year 2002 rental cost for the 2102 Wright Street property was $445,985 funded from MDS/SWAP program revenues.  The rental costs escalate at a rate of two and one-half percent annually.  Using program revenue supported borrowing to acquire the property and current building would substantially lower the annual payments as compared to leasing.  Acquiring the property in 2003 and bonding $5.3 million would fix an annual payment at approximately $453,383.  In contrast, by the end of the twenty-year rental period, the annual payment would have escalated to nearly $671,000.  The program has proven capable of paying the bonded debt, while actually improving its services and cutting customer costs.  The Wright Street facility was designed and built to specifications determined by MDS and SWAP.  As a result, the building was designed to accommodate future expansion on the undeveloped part of the property.

5.
Budget and Schedule:

Budget:  Purchase Price: $5,389.302.  The debt service will be financed with revenues derived from the MDS/SWAP programs.


Schedule:  Upon approval of this request, formal notice of intent to purchase will be given to the owner with closing to occur between 90 and 120 days following the formal notice.

6. Previous Action:  


March 2003:
Enumerated the purchase of 8.44
 acres of land and a 63,124 ASF/65,399 GSF warehouse/office space building located at 2102 Wright Street, Madison Wisconsin, at a cost of $5,300,000 Program Revenue Supported Borrowing
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