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Brian D. Rogers, Board Chair

I.
Call to Order
II.
Adoption of Agenda

MOTION
"The Facilities and Land Management Committee adopts the agenda as presented.

I. Call to Order

II.
Adoption of Agenda

III. Full Board Consent Agenda

A. Approval to Sell Land – Meadow Lakes, Wasilla

B.
Gitkov Building Acquisition, Renovation Remodel and Upgrade, Juneau

C.
UAF Aurora Warehouse/Office Building Acquisition

IV.
New Business

A.
First Reading of Facilities Policy Revisions

B.
Discussion regarding Capital Budget Development Guidelines for FY07

V.
Ongoing Issues

A.
Status Report on University Investments in Capital Facilities, Construction in Progress, and Other Projects

B.
Update on IT Issues

VI.
Future Agenda Items

A. Update on Land Management Policy

VII.
Adjourn

This motion is effective April 14, 2005."
III.
Full Board Consent Agenda

A.
Approval to Sell Land – Meadow Lakes, Wasilla
Reference 14

The University of Alaska owns an 80-acre parcel in the Meadow Lakes area, located about 6 miles east of Wasilla near mile 49 on the Parks Highway (Reference 14).  The university’s parcel is located north and west of property owned by Quality Asphalt Paving, Inc. (QAP) and does not have direct access to the Alaska Railroad or the Parks Highway.  Legal access is via section line easements to the south and east or an overgrown road right-of-way to the north.  QAP operates a large material extraction operation on its adjacent lands and is able to take advantage of its direct access to the Alaska Railroad for transporting material on railcars into Anchorage.  There is no zoning in the Mat-Su Borough.  Other nearby land is either undeveloped or developed for commercial, industrial or residential use.

In July 2002, QAP submitted an unsolicited offer to lease the university’s Meadow Lakes parcel for gravel extraction for a term of 15 to 20 years with royalty payments in the amount of $.40/cubic yard and a guaranteed royalty payment of $10,000/year.  Land Management rejected QAP’s offer as below fair market value.  In April 2004, QAP submitted another unsolicited offer to purchase or lease the parcel and indicated that approximately one-half of the parcel contained gravel resources, based on their own exploration.  After carefully considering the highest and best use of the parcel (material extraction), pending restrictive Mat-Su Borough regulations concerning material sites (proposed Interim Material Districts), local community council opposition to industrial-type developments, lack of direct access to the Alaska Railroad or the Parks Highway and advantages/disadvantages of leasing the parcel for material extraction, Land Management determined that it would be in the university’s best interest to offer the property for sale competitively.

The parcel was included in the university’s 2004 Competitive Land Sale at a minimum offer amount of $850,000.  The minimum offer amount was determined by estimating the volume of gravel on the parcel and calculating the net present value using the assumption that the gravel would be extracted over a period of 15 to 20 years.  QAP submitted the only offer received by the close of the competitive land sale on October 27, 2004.  The offer, in the amount of $400,000, was disqualified because it was less than the minimum offer amount.  

The parcel was subsequently offered in the university’s Over-the-Counter Land Sale beginning on November 15, 2004.  On March 15, 2005, Land Management received a full offer, in the amount of $850,000, from QAP for the parcel.  QAP will pay $400,000 down and will finance the balance for a period of two years at a rate of 8.5 percent per annum.

In accordance with Regents' Policy 05.11.05, real property transactions which have not been approved as part of a Campus Land Acquisition Plan or a Development Plan and which are expected to result in receipts or disbursements of more than $250,000 in value, require approval by the Board of Regents.

The President recommends that:

MOTION

"The Facilities and Land Management Committee recommends that the Board of Regents authorize the Director of Land Management to execute all documents necessary to close the sale of the 80-acre Meadow Lakes Parcel for a sale price of $850,000.  This motion is effective April 14, 2005."
B.
Gitkov Building Acquisition, Renovation Remodel and Upgrade, Juneau


Reference 12

In June 1999, the university entered into a Lease Agreement (Lease) and an Option to Purchase Agreement (Option) for the old Horton Hardware building located on 2.43 acres just north of the Juneau campus (Reference 12).  Both the Lease and the Option are scheduled to expire on August 15, 2005, and may be extended annually through August 15, 2009.   The Lease rate is $120,000 per year, plus utilities and custodial and all maintenance and repair under $5,000.

This parcel was first identified for acquisition in the Juneau Land Acquisition Plan approved by the Board of Regents in April 1983, and again identified as high priority for acquisition in the October 2002 UAS Campus Facilities Master Plan approved by the Board of Regents at its February 2003 meeting.  UAS has been utilizing this 10,000 square foot building for both office space and as the Student Activities Center.    

The Option provides for a purchase price in the amount of $1,745,000, if the Option is exercised prior to August 15, 2009.  The purchase price was negotiated down from the owners’ original asking price of $2,255,000, based on comparable sales data, the quality of the property and its intrinsic value given its close proximity to the UAS campus.  

Prior to exercising the Option, Land Management will engage in discussions with the owner to explore the current market value of the parcel and the potential of negotiating a more favorable purchase price or the possibility of the owner donating a portion of the purchase price to the University.  The final purchase price notwithstanding, this property remains a critical component of the UAS Campus Master Plan to relocate its bookstore and certain administrative offices.  

Once the property is acquired by the university, it will be renovated, remodeled and upgraded for use by UAS’s Administrative Services offices and as the campus bookstore, in accordance with the provisions of the Formal Project Approval for the UAS Gitkov Building Acquisition and Renovation and the Relocation of the Bookstore and Administrative Components, at a cost not to exceed $3.1 million, passed by the Board of Regents' Facilities and Land Committee at its December 8, 2004 meeting.  

Administration has identified a source of interim financing for property acquisition, has determined that there will be adequate debt capacity to acquire and upgrade the property, and is ready to proceed. 

In accordance with Regents' Policy 05.11.05, real property transactions which have been approved as part of a Campus Land Acquisition Plan or a Development Plan and which are expected to result in receipts or disbursements of more than $250,000 in value, require Board of Regents notification.  In accordance with Regents' Policy 05.04.02, all facilities and other real property debt issuances must be approved by the Board of Regents.  

The President recommends that:

MOTION 

"The Facilities and Land Management Committee recommends that the Board of Regents authorize the Director of Land Management to execute all documents necessary to acquire the E2 of Lot A, USS 2391, Juneau, Alaska, at a purchase price not to exceed $1,745,000.  This motion is effective April 14, 2005."

C.
UAF Aurora Warehouse/Office Building Acquisition
Reference 13
In March 2001, UAF entered into a lease for Lot 6A, Block 1, Burgess Industrial Park (4.4 acres) for a term of up to 10 years at an initial rate of $225,600 plus annual CPI increases.  The current lease rate is rate of $228,619 per year.  The property is located at 950 Aurora Avenue in Fairbanks, Alaska and includes a 44,632 square warehouse/office building (7,860 SF office space, 34,372 SF warehouse space, and 2,400 freezer space) (Aurora Building) (Reference 13).  UAF occupies about one-half of the space for Central Receiving, Parking Services, and the Post Office.  The balance is occupied by UAF departments for long- and short-term storage.  Additionally, Central Receiving stores a significant amount of surplus equipment outside for the bi-annual surplus auction. 

The owner of the Aurora Building recently placed the property on the market at an asking price of $1,850,000.  Land Management secured an appraisal which valued the property at $1,950,000 with an adjustment, due to the University’s favorable lease rate, of $285,000, for an adjusted leased fee value of $1,665,000.  Given the low maintenance and overhead expenses of the Aurora Building and the positive cash flow to the owner, the owner is anticipating continued appreciation in value and is not willing to negotiate the purchase price.  The cost to replace this space on University owned land is estimated to be between $6M and $8M.   In addition, locating this facility on campus would be unsightly and consume valuable core campus building sites.  After several months of negotiations Land Management executed an Option to Purchase the Aurora Building for $1,850,000, and has until April 18, 2005 to exercise the option.

As a result of UAF’s due diligence review of the building, UAF Facilities Services determined that a portion of the roof will need replacement or repair within 2 to 3 years.   Additionally, the fireproofing material on several of the ceiling beams and the joint compound on the sheetrock contain asbestos that will need to be abated or contained in the event of future renovation or major repair.

The Aurora Building meets an important current and long term need for off campus space by UAF.  The price is reasonable and ownership will protect the university from the uncertainty of paying significantly higher rents when the lease expires.  Ownership also provides an advantage to UAF for its continued investment in modifying and upgrading the space to be more efficient and suitable for current and future UAF uses.

UAF will redirect existing rent payments to meet the debt obligation and cover all expenses associated with the building including Renewal and Replacement (R&R) costs.  The administration has identified a source of interim financing for property acquisition, has determined that there will be adequate debt capacity to acquire and upgrade the property as needed. 

In accordance with Regents' Policy 05.11.05, real property transactions which have not been approved as part of a Campus Land Acquisition Plan or a Development Plan and which are expected to result in receipts or disbursements of more than $250,000 in value, require approval by the Board of Regents.  In accordance with Regents' Policy 05.04.02, all facilities and other real property debt issuances must be approved by the Board of Regents.  

The President recommends that:

MOTION
"The Facilities and Land Management Committee recommends that the Board of Regents authorize the Director of Land Management to execute all documents necessary to purchase Lot 6A, Block 1, Burgess Industrial Park, Fairbanks, Alaska for a purchase price of $1,850,000.  This motion is effective April 14, 2005."

IV. New Business

A.
First Reading of Facilities Policy Revisions
Reference 15

BACKGROUND

Current Regents' Policy, Chapter XII – Capital Planning and Facilities Management, was approved by the Board of Regents at the June 10, 2003 meeting after several draft readings at preceding meetings.  The policy was amended at the September 18, 2003 meeting to refine approval levels and add some terminology definitions.

PROPOSED CHANGES

Administration is proposing changes to the current policy to reflect the duties and responsibilities delegated to the Associate Vice President for Facilities by the Vice President for Finance.  These proposed changes refine the language of the policy, simplify certain procedures, better define various facility processes, and realign the approval levels to increase the overall efficiency of the project approval process.  A draft document is included as Reference 15 that tracks the changes proposed.  This document represents suggestions input from the Facilities Council, staff and administration.

SUMMARY OF APPROVAL LEVEL CHANGES

The following chart presents the current levels versus the proposed levels:

	
	Current
	Proposed

	
	Routine
Processing (1)
	Exception
Processing (2)
	Routine & Exception Processing

	Formal Project Approval

	   CFO/AVPF
	$1,000,000
	$750,000
	$2,000,000

	   Chair, F&LM Committee
	$2,000,000
	$1,000,000
	N/A

	   F&LM Committee
	$4,000,000
	$2,000,000
	$4,000,000

	   Board of Regents
	Unlimited
	Unlimited
	Unlimited

	

	Schematic Approval: No Material Change (3) (4)

	   CFO/AVPF
	$2,000,000
	
	$4,000,000

	   Chair, F&LM Committee
	$4,000,000
	
	N/A

	   F&LM Committee
	Unlimited
	
	Unlimited

	   Board of Regents
	N/A
	
	N/A

	

	Post-Schematic Increase Approval (5)

	   CFO/AVPF
	$200,000
	
	$1,000,000

	   Chair, F&LM Committee
	$400,000
	
	N/A

	   F&LM Committee
	$1,000,000
	
	Unlimited

	   Board of Regents
	Unlimited
	
	N/A


Notes

(1)
Routine Processing:  projects for which planning, development and budgeting for the project flowed through the six-year capital planning and development process.

(2)
Exception Processing:  projects not vetted through the six-year capital planning and development process or that have experienced a material change.

(3)
Material Change:  this represents an absolute $1 million or more, or a relative change in the project equivalent to 20% or more of the Total Project Cost (TPC) at the Formal Project Approval stage, whichever is less.

(4)
Formula derived amount based on Formal Project Approval levels and step-down approval process.

(5)
Pre-bid or Contract Award Change represents an absolute increase from TPC at the Schematic Design Approval stage.

OTHER CONSIDERATIONS

It is also noted that there are several issues that dramatically impact facilities which are not covered by policy.  These include:

(1)
There is no regulation or policy language that requires chancellors, academic provosts, or deans at the campuses to perform facilities reviews of their respective initiatives (i.e. federal initiatives, research grants, other funding sources).  Many of these impact facilities and are not reviewed for accuracy of construction costs, M&R, R&R, site constraints, impacts to buildings or infrastructure, and conformance to master plans.  Typically, the campus facility departments are not made aware of projects or their facility impacts until after they have been funded, forcing internal reallocations to pay for any deficits or shortfalls. 

(2)
There is no current policy language that aligns academic programming approvals with architectural programming or capital budget development.  Ideally, architectural programs and budgets follow an approved academic need and the latter can be assured of adequate funding.  When they are not aligned, the latter often becomes under funded due to changes in the former.

This is an information item only and does not require any board action at this time.  Based on feedback from the board, this item may reappear for action at the June 2005 or September 2005 meeting.

B.
Discussion regarding Capital Budget Development Guidelines for FY07

Reference 10

The current FY06 Board of Regents Capital Budget Development Guidelines were approved in June 2005.  These guidelines set forth the method and criteria by which capital projects are prioritized in the next budget year request.  The guidelines are organized in the following sections: Background, Guiding Principles, General Development Process, Capital Project Categories, Capital Project Scoring Criteria, and Criteria Definitions.

Associate Vice Presidents Schointuch and Pitney will discuss the current activities and emerging issues and guideline recommendations.  The FY07 capital budget request guidelines to be approved by the Board of Regents in June 2005 will be used by the administration to filter and prioritize competing budget requests.  The Board of Regents' UA Strategic Plan 2009 is an integral component of both the operating and capital budget request guidelines.  The draft document is included as Reference 10.
V.
Ongoing Issues
A.
Status Report on University Investments in Capital Facilities, Construction in Progress, and Other Projects

Associate Vice President for Facilities Richard Schointuch and campus representatives will update the committee regarding the ongoing investment in capital facilities and answer questions regarding the status report on active construction projects approved by the Board of Regents, implementation of recommendations by the external consultants, functional use survey, space utilization analysis, and other recent activity of note.

This is an information and discussion item; no action is required.

B.
Update on IT Issues

Steve Smith, Chief Information Technology Officer, will update the committee on current issues and activities related to information technology.

VI. Future Agenda Items

A. Update Land Management Policy

VII. Adjourn
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