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THE UNIVERSITY OF WISCONSIN SYSTEM

Request for

State Building Commission Action

May 2006
Project 05H3U
1.
Institution:  The University of Wisconsin–Madison
2.
Request:  Requests approval to amend the Master Term Sheet with Madison Real Estate Properties for the redevelopment of the University Square Development Project.
3.
Description and Scope of Project:  The State of Wisconsin and the University of Wisconsin-Madison are partnering 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 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. 


The university’s participation in the project requires the execution of five agreements, including a ground lease (the “Ground Lease”) between the Board of Regents and MREP leasing a portion of the university property to MREP for purposes of creating the development parcel and an easement agreement permitting the use of a portion of the university property in connection with the development.  The parties will also execute a Development Agreement and Purchase Agreement.  Additionally, the university will be either a party or third party beneficiary to architect's and construction manager's agreements pursuant to which the development will be constructed.   The master term sheet also contemplated that the university would obtain a Right of First Offer regarding the balance of the project not owned by the university.  Finally, the university will, as part of the Purchase Agreement, have certain approval rights over the Condominium Declaration.

The proposed request amends the master term sheet as follows:

1)
Amend the original closing language in the Purchase Agreement to change the closing date from the completion of construction to May 26, 2006.  Conditions prior to closing will include, but not be limited to, completion of all condominium documents to the satisfaction of all parties and the recording of the condominium declaration and plat, entering into of a guaranteed maximum price contract for the project, in form and content acceptable to all parties, recording of a warranty deed for the university unit in the condominium, and receipt of title insurance for the university unit.  
2)  Eliminates the Right of First Offer Agreement between the Board of Regents of the University of Wisconsin System and MREP requiring each party to seek an offer to purchase from the other party 365 days before selling its unit or units to a third party. 
4.
Justification of the Project:  Amending the closing language to permit purchase of the University Unit prior to the commencement of construction in May 2006 permits the developer to minimize transfer tax liability and eliminates a majority of the university’s estimated $2,156,400 in property tax liability for the development period.

At the time of closing, the university unit in the project will not be constructed, but will consist of air and development rights.  The construction payment schedule will not change substantially as a result of the university taking title to the property.  Payment in full will not be completed until substantial completion of the project.  

The Right of First Offer agreement  requires each party to seek an offer to purchase from the other party 365 days before selling its unit or units to a third party.  At the end of the 365 day waiting period, either party can still refuse the offer.    As such, there is no advantage to the university in retaining this agreement; however, elimination of the agreement permits the developer to obtain project financing and retain the structure of its housing partnership.  

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
	Promptly, following closing

	Substantial Completion & Occupancy
	No later than 2 ½  years after the start of construction


6.
Previous Action:

	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.


	September 21, 2005
	Approved 1) 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, and (2) 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.








