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THE UNIVERSITY OF WISCONSIN SYSTEM

Request for

State Building Commission Action

June 2004

1.
Institution:  The University of Wisconsin-Madison

2.
Request:  Requests authority to:  

(a)
enter into a ground lease with Park Street Properties I, LLC (owner/developer) to allow construction of:

· a 139,000 gross square feet (GSF) office building and 335-stall parking ramp on UW-owned properties at 13-21 North Park Street and 8 North Murray Street (garage/fleet site) 
· a 15,000 GSF garage facility on a portion of current Parking Lot 51, located at 27 North Charter Street.

(b)
enter into a lease agreement, with the owner/developer with options to purchase beginning in 2006 for: 

· a newly constructed 425 bed residence hall located on properties at 29-41 North Park Street and 101-103 North Park Street.  

· the newly constructed office building and parking ramp at 13-21 North Park Street and 8 North Murray Street 

· the newly constructed garage facility at 27 North Charter Street

· 
(c)
enable Park Street Properties I, LLC to connect these facilities to the central campus utilities and undertake landscaping and site work on adjacent university property in Murray Street and Murray Mall.  
3. Description and Scope of Project:  This project is the next step in the East Campus Development Plan.  This particular project will construct a 162,000 GSF residence hall, a 139,000 GSF office building and a 335-stall parking ramp complex that will be located in the block southeast of the Park Street overpass and north of Regent Street.  In addition, the developer will relocate the current garage operations from that block to new quarters constructed on the Parking Lot 51 site on North Charter Street.  The project will also extend central campus utilities and provide landscaping and site work.  The University of Wisconsin-Madison requests authority to enter into a lease of the privately developed properties.  
The 162,000 GSF residence hall will consist of six stories and a partial basement to house approximately 425 first-year students.  The standard living unit will provide bedrooms and common bathrooms shared by two to three rooms (four to five residents).  The building will include a residence life apartment, staff offices, and other management and operational support space.  Other features will include common areas on each floor (study room, social program space for floor residents and a small kitchen).  The first floor will contain academic and other residential learning community support spaces including a technology center, classroom, tutoring, advising, and faculty offices; general program space for out of classroom learning activities and other student initiated programs; laundry; study space; hall offices, and a small food service market express/coffee house operated by the Division of University Housing.  The facility will provide snack and “grab and go” food and beverage items from early morning to late at night.   Residents of the new hall will receive their main food service at Gordon Commons, located on Johnson Street, as well as other campus dining venues (Chadbourne, Holt Commons and Elizabeth Waters).  The residence hall landscaping design will incorporate the adjacent East Campus Pedestrian Mall and city bike path and include plans for drop-off/pick-up traffic, recreation and open space needs.  

A three-story office building consisting of approximately 139,000 GSF will be constructed on top of a parking ramp.  Administrative offices and support space for UW-Madison Business Services, Research and Sponsored Programs, Human Resources, and Facilities Planning and Management will mainly be located on floors five, six and seven of the structure.  The office facility will also contain space for shared conference, meeting room, computer lab and training space, and common break areas.

The parking ramp will accommodate visitor and short-term parking on the first level and include space at street level for a campus visitor welcome and information center, and Transportation Services customer access.  Permit and special event parking will be located on levels two, three and four.  Access and egress will be provided from both North Park and Murray Streets with an enclosed loading dock and building services located on Murray Street.

The 15,000 GSF garage replacement facility constructed on North Charter Street will consist of 12 standard size vehicle bays, two oversized bays, and one oversized wash bay.  There will be three enclosed offices, two open work areas, a customer waiting area, and a staff break room.  There will also be ADA accessible toilet facilities.  




The proposed East Campus Pedestrian Mall along the Murray Street corridor will function as the unifying design feature to the east campus development by offering a pedestrian mall with an exciting collection of outdoor gathering spaces, an outdoor sculpture garden near the Elvehjem Museum and possible outdoor performance spaces. Construction of the pedestrian mall will be initiated as part of this Park Street Development project with remaining phases accomplished in conjunction with other planned developments.  When completed, the mall will run from Lake Mendota to just north of Regent Street.  This first phase will develop the mall from the railroad trestle south to Regent Street.

The total site currently consists of 2.92 acres bounded by Park Street on the west, Murray Street on the east, existing development along Regent Street to the south and the railroad tracks on the north.  The project will provide an Environmental Assessment of the site and the facilities to be demolished, including a plan for the remediation of any hazardous materials.  Also, a complete Environmental Impact Statement is underway and will be completed by fall 2004.


The proposed lease is necessary for Park Street Properties, I, LLC to secure financing and commence construction for the project.  
The base rental rate for the entire project will not exceed $6,250,000 annually and includes costs of site development and preparation including environmental audits and land acquisitions; garage replacement and site demolitions; the new residence hall, parking ramp, and administrative office structures; all utility connections, landscaping, and development of the East Campus Pedestrian Mall from Regent Street to the railroad trestle.  The lease will be for a thirty-year period and will provide purchase options for the various program revenue and general purpose revenue portions of the project.  The University of Wisconsin-Madison will be responsible for all building operation, staffing, maintenance costs, real estate taxes and insurance.  Rental payments will be provided from a combination of program revenue and institutional funds available to UW-Madison as follows:
	Component
	GSF
	Occupancy Date
	Component Rental Rate
	Site Specific 

Development

Pro-rata Rental Rate
	Annual Rental  Rate

	Residence Hall
	162,000
	July 2006
	$2,337,500
	  $425,000
	$2,762,500  PR

	Office Building
	139,000
	Sep 2006
	$2,368,750
	  $437,500
	$2,806,250  Institutional

	Parking Ramp

and
Service Garage
	335 stalls

15,000 GSF
	Sep 2006
Sep 2004
	}
}$ 575,000
}
	}

}$106,250
}
	}

}$ 681,250  PR
}

	
	
	
	
	
	

	Total
	
	
	$5,281,250
	  $968,750
	 $6,250,000




There will be zero escalation in the rental rate during the initial financing term, i.e. through summer 2007 for the residence hall, parking ramp and garage, and through summer 2010 for the office component.  If the purchase options are not exercised within these timeframes, the rental rate will need to be revised to reflect then-current interest rates and the debt service coverage ratio required by the financing entity.

Buy-out amounts have been established in the agreements with the earliest window in July 2006, the next in 2010, and then again in 2012 and 2014.  Enumeration of the program revenue components will be sought as part of the 2005-07 Capital Budget, with the intent of exercising the purchase option for the residence hall, parking ramp, and garage facility upon occupancy in July 2006.  Purchase of the administrative portion will be sought when GPR funding is viable. 
 Buy-out prices are as follows:
	Component
	2006 Purchase Option Price
	2010 Purchase Option Price
	2012 Purchase Option Price
	2014 Purchase Option Price

	Residence Hall
	$37,567,790
	$37,946,000
	$38,705,000
	$39,479,000

	Office Building
	$38,162,755
	$38,546,000
	$39,317,000
	$40,103,000

	Parking Ramp and

Service Garage
	$  9,264,455
	$  9,358,000
	$  9,545,000
	$  9,736,000


Additional purchase options are available in 2016 and every two years thereafter, based upon the average of the market value as determined by two appraisals. 


4. Justification:  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.  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 North Park Street Development project allows the campus to take the first step in achieving its vision for the redevelopment of the east campus area.  As owner of contiguous property, Park Street Properties I, LLC, will construct all the facilities on the site.  All construction materials and all subcontractor work will be competitively bid to provide opportunities to contractors and suppliers comparable to that of a typical state venture.

The North Park Street Development project provides for construction of a residence hall as the first phase of housing to replace that which will be lost through the planned demolition of Ogg Hall (980 capacity).  The second phase of replacement housing for Ogg Hall will occur on Dayton Street (600 beds).  Ogg Hall, a 112,572 ASF/206,565 GSF 13-story building, was first occupied in 1965.  Deteriorating facility conditions and the statutory requirement to sprinkler Ogg Hall by January 2008 led the campus, in part, to undertake a residence hall and food service master plan.  
This recently completed plan considered a number of alternatives to demolishing Ogg Hall.  An option to remodel Ogg Hall to bring the building up to code and provide modern facilities was estimated at a cost of nearly $40 million and would have reduced occupancy by approximately 300.  The proposed joint venture provides the opportunity to expedite the replacement of Ogg Hall and avoid costly investments in a structure that ultimately will be demolished.  The proximate location of the two new residence halls provides a food service cluster for efficient staffing and service to the residents of the Park Street and Dayton Street residence halls, avoiding the expense of an additional food service facility.

Historically, all residents share in the cost of capital improvements of the residence halls.  This philosophy is key to the financial plan supporting the 2004-2020 University Housing Master Plan.  The financial plan supports the demolition of Ogg Hall, three new residence halls, the renovation of multiple existing residence halls, and major food service improvements.  This Park Street project is the critical first step to this 16-year plan.

The resident room rate structure supporting the master plan is based on a one-time rate adjustment coinciding with the 2006-07 opening of the Park Street residence hall.  Future rate increases for Park Street as well as the other residence halls are estimated to remain at a steady 3.5% after fiscal year 2006-07.  
It is projected that the rate for a double room in the new residence hall in the 2006-07 academic year will cost less than $5,000, while double rates in current residence hall facilities will be approximately $4,200, which includes a contribution of about $220 by each resident toward the Park Street construction.  These rates will be at or below the mid-point of rates for the Big Ten.
The office building component is the result of a planning process begun in 1999 to address the consolidating the university’s business services and administrative units.  
The A.W. Peterson Office Building was built in 1962 as the administration building for the campus.  The 47,940 ASF/67,480 GSF building houses a number of administrative units, including Accounting, Business and Purchasing Services, Employee Compensation and Benefits, the Classified Personnel Office, as well as the Registrar and Bursar’s office.  
With the exception of the cooling tower, all of the Peterson building’s major equipment is nearly 40 years old and is approaching the end of its useful life.   The roof has developed leaks that sometimes flood occupants and computers. Work is further interrupted by frequent computer outages caused by woefully inadequate, overstuffed, and almost non-usable wire chase ways (inter floor channels for wire). Stairways are in need of significant repair.  There are no first floor restroom facilities, and the only ADA accessible restrooms are in the basement.  The condition of the HVAC system is very poor, and the steam perimeter heating system leaks resulting in damage to walls and ceilings. 
Construction of the office building allows for demolition of the Peterson Building and construction of the Elvehjem Museum Addition; a gift-funded project slated for enumeration in 2005-07.  Also, a gift-funded Music Performance Facility is planned for  construction in a future biennium.  Facilities Planning and Management will relocate their offices, including Transportation Services, from the WARF building to the new office facility on Park Street. This move will release WARF space for the consolidation of the Health Sciences from central campus and off campus leased locations to the west campus.  


The office component will also address the need for a visitor welcome and information presence at a major gateway to the university.  Located in the renovated Red Gym, the main Campus Information and Visitor’s Center provides 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.   This location is difficult to conveniently access, as there is little or no short-term parking available for visitors.  The main access route to campus designated by the university and the city of Madison is north from the Beltline via Park Street.  A satellite visitor information and welcome center along this corridor at Park and Regent Streets, will provide short-term parking, to allow quick and convenient access to campus information.
The 335-stall parking ramp (45 visitor, 290 staff) will replace 184 staff spaces lost due to the initial phase of the east campus development.  Upon completion of the parking ramp component of this project, there will be a net gain of approximately 106 staff spaces; however, future east campus development will further erode existing surfaces lots and staff parking.  The overall goal of the university is to maintain current levels of staff parking stalls.



The university looked at alternate, privately owned, locations for relocating the garage facility.  It was ultimately determined that the most cost-effective solution would be to locate it on UW property, contiguous to a site already designated as a future physical plant service facility.
Approval of this request will enable timely implementation of this joint venture and provide assurance that the residence hall component will be available for occupancy by fall 2006.



5. Previous Action:   None
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