STATE OF WISCONSIN
DEPARTMENT OF ADMINISTRATION

Request for

State Building Commission Action

November 2006
1.
Institution:  The State of Wisconsin, Department of Administration on behalf of the University of Wisconsin-Madison

2.
Request:  Requests authority to:  

(a)
Purchase the facility at 2102 Wright Street for at an estimated price of $6,322,421.26 agency cash by the State of Wisconsin Department of Administration on behalf of the University of Wisconsin – Madison.  The purchase price is $6,163,576.49 plus reimbursement for unamortized costs of $158,844.77 based on a December 15th, 2006 closing.
(b)
Approve sale of the property to Covance Inc. for no less than purchase price contingent on Purchaser agreeing to lease term modifications noted below that modify the existing lease.  Any unamortized tenant improvement costs that are required as part of the purchase are to be added to the price paid to determine the sale price. 
(c) Authorize the Department of Administration to enter into a lease for the facility under terms included similar to those of the existing lease with the modifications noted below.  
3. Description and Scope of Project:  With State Building Commission approval of the purchase and sale of the above referenced property the State will be able to consolidate warehousing functions - MDS (Materials Distribution Service), SWAP (Surplus With A Purpose) - housed at the Wright St. facility and Academic Support Functions currently housed at 630 West Mifflin Street at a new location on a timely basis to allow for the reuse of 630 West Mifflin Street on the UW – Madison campus and relocate from the Wright Street property up to 17 months before the existing lease expiration date.

University of Wisconsin – Madison will then lease back the facility until an alternative facility is ready for occupancy.  The existing lease will be amended to incorporate: a 60 day termination clause that can be exercised anytime during the existing lease term; removal of Lease Paragraph 17 regarding payment for any unamortized tenant improvement costs; a listing of the personal property, equipment and fixtures which will be removed by the UW from the premises upon termination of the lease; additional language stating no broker or other organization is due or owned any compensation regarding the amendment to the lease; and all of the other terms and conditions of the original lease and the responsibilities of the Lessee and Lessor continue as noted in the existing lease.

The purchase allows the University of Wisconsin – Madison to modify the expiration date of the lease and to achieve rental savings of approximately $42,568.35 per month for up to 17 months.  This is based on being released of lease obligations on July 31, 2007 as compared to vs. the expiration date of the existing lease, of December 31, 2008.  If this timetable is met it would mean total lease payment savings of $723,661.95. 

The Department and University propose to sell the building to Covance Inc. Covance is one of the world's largest and most comprehensive drug development services companies.  The firm’s Madison campus is located adjacent to the Wright St. property.  The firm has approached the State regarding the purchase of the facility.  The firm’s long range plan for its Madison office includes an expansion of operations that will require building additional space.  Purchase of the Wright St property would allow Covance to expand at their current location.
In October 2006, the University of Wisconsin - Madison issued a Request for Proposal to identify potential existing or developable sites for the relocation and consolidation of the Wright Street facility and the Campus-owned facility at 630 W. Mifflin Street.  Proposals are due December 1, 2006, for a 125,000 square foot facility on a 15 to 20 acres site, which allows for future expansion of University and/or State functions.  

 

This new facility will provide a cost savings to the University by consolidating the similar functions of the Wright Street facility and the Academic Support Function at 630 W. Mifflin Street and by use of shared equipment, staff, and other resources for these functions.  It is expected that the Building Commission will be asked to approve this new 10-year lease and its purchase option in early 2007.  Occupancy is planned for August 1, 2007.

 

The relocation of the Mifflin Street facility is being driven by two campus projects.  The first is a $31 million, privately funded Education Building remodeling project.  This project will displace Art activities that currently take place in the Education Building.  The second project is the Wisconsin Institutes of Discovery (WID) and Morgridge Institute for Research (MIR) initiative project.  WID/MIR is a $150 million project funded in thirds by the State, WARF and private entities.  This project displaces Art activities from the 1300 block of University Avenue.  Vacating the Mifflin Street facility by Fall of 2007 will allow time to remodel the space and allow the Arts functions to be consolidated by December 2008.  This coincides with the construction schedule for the Education Building.

The desired closing date is December 15th, 2006.  This timetable is based on the notification given to the Lessor by a letter dated September 6th, 2006.  We are proceeding with having the closing occur prior to the end of the calendar year 2006.

4. 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.

