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THE UNIVERSITY OF WISCONSIN SYSTEM

Request for

State Building Commission Action

September 2005
Project 05H3U
1.
Institution:  The University of Wisconsin–Madison
2.
Request:  Requests (1) approval of the proposed agreements contained in the Master Term Sheet with Madison Real Estate Properties for the redevelopment of the University Square Development Project, along with improvements to the East Campus Pedestrian Mall for a total project cost of $56,850,000; (2) approval to amend the campus boundary; and, (3)  the release of $17,000,000 program revenue supported borrowing (student segregated fees) now, and the release of $39,850,000, general fund supported borrowing when it becomes available.
3.
Description and Scope of Project:  The State of Wisconsin and the University of Wisconsin-Madison will partner with Madison Real Estate Properties (MREP) to engage the developer (Executive Management Incorporated) to construct a master condominium project on the development parcel which will create a minimum of four condominium units; the University Unit, one or more Retail Units, one or more Private Housing Unit(s), and a Parking Unit.

The University Square Mall is a 25 year old, one story retail building occupying 2.05 acres and bordered by University Avenue to the north, West Johnson Street to the south, and Lake Street to the east.   On the west side of University Square is the approximately 1.38 acres property owned by the Board of Regents which encompasses a parking lot (Lot 47) and the east campus mal.  The current mall houses approximately 20 businesses including: restaurants, financial institutions, convenience stores, theatres, and a U.S. Post Office branch.  It is outdated, lacks adequate parking, is underutilized, and in critical need of improvement. 


The proposed project provides a unique opportunity for the university and the private sector to cooperate in the redevelopment of the eastern gateway to the University of Wisconsin-Madison campus.  The complete project will be approximately 1,104,656 square feet including parking.  The University Unit portion will occupy approximately 229,779 square feet of the project, and will consist of offices for the bursar, registrar, Student Financial Services, University Health Service, and a student activity center.    


In order to facilitate the project development the university is requesting that the redevelopment site be included in the campus development plan boundary.  The portion of the developer’s land will remain privately held.

The university’s participation in the project will require the execution of five documents or sets of documents, including a ground lease (the “Ground Lease”) between the Board of Regents and MREP leasing the university property to MREP for purposes of creating the development parcel.  The parties will also execute a Development Agreement, Purchase Agreement and Right of First Offer.  Finally, the university will, as part of the Development Agreement, have certain approval rights over the condominium creation documents.


A more detailed summary of the transactions follows:

a) The Board of Regents will lease a portion of the university to MREP, pursuant to a 99-year ground lease with successive ten year renewal options.  The university will grant an easement over the remainder of the university property (the proposed East Campus Pedestrian Mall) for the project.
b) MREP will construct the project and build a new building on the university property according to plans and specifications developed by Executive Management Incorporated and its consultants which will be reviewed and approved by the university

c) The State of Wisconsin and the Board of Regents of the University of Wisconsin System will engage EMI to develop the University Unit and associated common elements.  The contract will be a guaranteed maximum price contract.  EMI will be paid a development fee of $1,600,000 for their construction oversight and project implementation services.  The State Department of Administration will retain the services of a private representative (Jefferson Wells) to audit and assess the project’s construction and financial records.  EMI agrees to cooperate with the state on audit rights, contingency funds, business ethics, dispute resolution procedures and offset rights.
d) The university will pay its share of architect design fees mutually agreed upon with EMI.  EMI will hire contractors and paying prevailing wages in Madison, Wisconsin. EMI will use a competitive bid process for construction bidding.  
e) EMI on behalf of MREP will obtain all necessary construction and permanent financing for the project.  EMI will obtain all necessary state and local consents, approvals and permits for the project including all city and county zoning, construction and building approvals and permits.  The university will pay EMI to prepare an Environmental Impact Statement (EIS) for the University Unit portion of the project.  
f) Substantial completion of the University Unit will occur no later than three years after the start of construction.  Substantial completion will be specified in the Purchase Agreement.  

g) A document will be created outlining the Condominium Units. MREP and the university will negotiate provisions in the condominium documents to address the university’s operational issues.  
h) The purchase agreement will define the University Unit pursuant to the condominium plat.  
· The Board of Regents of the University of Wisconsin System will be the “Buyer” and MREP or its assign will be the “Seller”.  
· The total project cost is $56,850,000 
· The maximum cost to purchase the University Unit includes the ‘hard cost’ to construct the University Unit plus the development fee. This amount will be $41,711,000 

· The ‘soft cost’ includes A/E fees, furniture, fixtures and equipment (FFE costs). This amount will be $15,139,000.

· The final hard costs for the University Unit will be determined after the project is bid.  It is anticipated that the soft costs and FFE costs will be set at a later date (other than the development fee which is set forth in the Master Term Sheet) and that the purchase agreement may set allowances for many of the items in these categories.  
i) The purchase price will be adjusted at closing to reflect the actual hard costs, soft costs and FFE  cost; provided however that if the actual construction cost for the University Unit is less than the hard cost, the purchase price shall be reduced by one-half of the difference between the hard cost and the actual construction cost of the University Unit with the other half of the difference being paid to the contractor as an incentive to have costs come in under the guaranteed maximum price for the University Unit.  The purchase price will be due in full at closing.
j) The Right of First Offer is the agreement between the Board of Regents of the University of Wisconsin System and MREP (or its assign) requiring each party to seek an offer to purchase from the other party before selling its unit or units to a third party.   
4.
Justification of the Project:   This project will allow UW-Madison to address a number of high-priority campus issues – consolidated and replacement space for University Health Services (UHS), construction of a student activities center, and consolidation of high traffic student service departments in a single location.  

University Health Services is an essential student service that is currently housed in substandard, separate, and non-central campus locations. Current UHS space is inadequate, and is being used at maximum capacity.  Lack of additional space impairs its ability to deliver effective primary care and fully achieve its teaching/training mission.  Neither of the UHS locations was designed as an ambulatory health care facility.  Each presents physical barriers to the efficient delivery of high quality care.  The age, design and site of the buildings prohibit significant expansion or renovation.  Failure to address these conditions will jeopardize UHS accreditation and leave it in cramped quarters ill suited to efficient delivery of the organization’s mission.  

The new space will be designed to meet essential programmatic needs.  Clustered office and treatment areas will facilitate interdisciplinary practice and collaboration, clinical teaching and access to necessary support services. Patient/client confidentiality and privacy will be insured during registration, waiting, examination and treatment.  Structural flexibility is needed to accommodate rapidly changing technology in information systems and medical instrumentation.  Examining rooms with sinks, and adequately sized, well-ventilated waiting rooms will be provided to prevent the transmission of communicable diseases.  Flexible meeting spaces will accommodate groups of various sizes and functions

Students at UW‑Madison have never had a dedicated student organization facility.   This deficiency has significantly hampered the effectiveness of student organizations to recruit members, pursue their goals, and develop inter-organizational relationships.  A centralized, accessible student activities center would provide students with a place to meet conduct business and contribute to the overall vitality and continuity of student organizations.  The proposed student activity center will accommodate the needs of approximately 100 student organizations that require mail boxes, meeting rooms, locker/storage spaces and temporary programs spaces.  
Student services like registration, the bursar’s office and financial services are currently housed at 432 North Murray and in the A.W. Peterson Building which was designed when registration and payment processes necessitated large open spaces to handle long lines of students paying fees, picking up aid checks, turning in course registration materials, and having "fee cards" stamped. 
By combining the University Health Services and student activities center into one project, the students have made a commitment to fund a portion of the UHS cost in addition to 100% of their student activities center.  Their strong commitment led to a waiver of Regent policy that disallows anything but GPR funding for student health facilities.

Including these three offices together at University Square offers an opportunity to eliminate redundancies and customer confusion. During the last decade, the university has identified the consolidation of student service and student-related facilities as an institutional priority.  These efforts are aimed at improving the identity and quality of services provided to all students at the university.  Locating these three student service offices in the University Square Development will address existing space shortages and facility deficiencies for these programs, and ensure speedy and accurate flow of information during awarding, disbursement, and servicing of financial aid monies for students and their families. 

5.
Budget and Schedule:  

	PROJECT COST

	  Construction & Development Costs
	$41,711,000

	  University Driven Costs 
        (A/E fees, furniture, equipment, EIS, telecomm etc.)
	$15,139,000

	
	

	TOTAL:
	$56,850,000

	SOURCES OF FUNDS

	 Program Revenue Supported Borrowing (Seg Fees)
	                           $17,000,000 

	 General Fund Supported Borrowing
	$39,850,000 

	     TOTAL
	                          $56,850,000 

	
	 

	SCHEDULE

	Start of Construction
	Prior to August 1, 2007

	Substantial Completion & Occupancy
	No later than 3 years after the start of construction


6.      Previous Action:

SBC

	March 18, 2005
	Enumerated a University Square Development project as part of the 2005-07 Capital Budget at an estimated cost of $56,850,000 with the release of $17,00,000 PRSB (student segregated fees) in July 2005 and release of $39,850,000 GFSB in July 2007.
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