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THE UNIVERSITY OF WISCONSIN SYSTEM

Request for

State Building Commission Action
September 2009
1. Institution:  The University of Wisconsin-Madison

2. Request:  Authority to amend the existing lease and exercise the purchase option for the building at 21 North Park Street located on university-owned property at a total cost of $38,546,000 ($19,273,000 Program Revenue Supported Borrowing and $19,273,000 Program Revenue).  The purchase was enumerated in the 2009-11 Capital Budget.
3.
Description and Scope of the Project:  Approval of this request will permit acquisition of the three-story office building consisting of approximately 139,000 GSF of space.  Administrative offices and support space for UW-Madison Business Services, Research and Sponsored Programs, Human Resources, and the Division of Continuing Studies, are located on floors five, six, and seven of the structure, above the parking ramp.  The UW Welcome Center and a satellite office for Transportation Services are located on the ground level.  The facility also contains space for shared conference and meeting rooms, professional development, computer lab space, and a common break area. 
4.
Justification of the Request:  In 2004, the university entered into a ground lease with the owner of contiguous property, Park Street Properties I, LLC, to construct a residence hall, a parking ramp, and an office building, and to relocate UW-Fleet Services.  At the same time, the university, the state, and the developer executed a thirty-year lease agreement that provided purchase options for the various components of the project, with options to purchase every two years beginning in 2006.  The residence hall, parking ramp, and fleet facility portions of the project were purchased in 2006.

The next available purchase opportunity for the office building is in 2010 at $38,546,000.  The campus is requesting the lease be amended to provide authority to add an early purchase option that could be exercised in September 2009.  Exercising an early purchase option will save the UW-Madison approximately $3,662,833 in lease costs compared to the July 2010 purchase option.

The purchase option was intended to be exercised since the project’s inception.  After July 2010, the rental rate would be adjusted based on the owner’s financing requirements.  In addition, the purchase option prices for the building escalate in successive years.  In addition to the early purchase savings, by substituting internal campus funding for half of the program revenue bonding, the university will save approximately $11,657,000 in the financing cost of a 20 year bond at five percent interest.

The lease cost is currently being paid from UW-Madison general operating revenue.  In order to avoid the cost of financing, the campus will borrow from cash reserve balances, and repay those reserves from the operating budget annually.
5.
Budget:  N/A.
6.
Previous Action:   
March 19, 2009
Enumerated the purchase of 21 North Park Street Office Building at a total cost of $38,546,000 Program Revenue Supported Borrowing.
February 15, 2006
Granted authority to purchase the Newell J. Smith residence hall and property located at 35 North Park Street; the parking ramp at 21 North Park Street; and, the fleet/garage facility at 27 North Charter Street at a total cost of $46,832,245 ($37,567,790 Program Revenue Supported Borrowing-Housing and $9,264,455 Program Revenue Supported Borrowing-Transportation), as stipulated by the purchase option in the lease for the land and/or improvements.

March 18, 2005
Enumerated the program revenue components of the Park Street Development project at a total cost of $46,832,200 program revenue supported borrowing.

June 16, 2004
Granted authority to: (a) enter into a ground lease with Park Street Properties I, LLC to allow construction of a: (1) 139,000 GSF Office Building and 335 Stall Parking Ramp on UW-owned properties at 13-21 N. Park Street and 8 North Murray Street (garage/fleet site) and (2) 15,000 GSF Garage Facility on a portion of current Parking Lot 51, located at 27 N. Charter Street;

 
b) enter into a lease agreement with owner/developer with options to purchase beginning in 2006 for: (1) a newly constructed 425 bed residence hall located on properties at 29-41 N. Park St. and 101-103 N. Park St.; (2) the newly constructed office building and parking ramp at 13-21 N. Park St. and 8 N. Murray St. (3) the newly constructed garage facility at 27 N. Charter St.

 
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.


Amended to include – The Developer (Boldt) shall bid all work components of the project.
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