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May 17, 2007

MEMORANDUM

TO: Executive Committee, State Board of Regents
FROM: Richard E. Kendell

SUBJECT: Utah State University — Approval to Sell Two Buildings and Enter into a Ground Lease with
a Private Developer

Utah State University officials request approval to sell two buildings on the Innovation Campus to a
private development corporation and enter into a ground lease with the developer. Woodbury Corporation
has previously partnered with other USHE institutions to develop leased space on institutional land.
Woodbury has made an offer to USU to purchase two buildings, known as RP1 (#1747) and RP2 (#1787),
and to remodel RP2. RP1 is currently leased to InTech charter school. Woodbury would continue the
lease arrangement with InTech for RP1 as well as a portion of RP2.

The proposed purchase price is approximately $2 million, and the ground lease is proposed at
$55,000. The purchase price is equal to or slightly above appraised value, and the lease rate is favorable
to the University. This proposal spares the University the cost of remodeling RP2, and provides funds for
USU’s USTAR matching commitment. A term sheet and executive overview are attached. This sale and
lease were approved by the USU Board of Trustees on May 16, 2007.

The University is requesting Board of Regents approval even though there are conflicting Regent
policies regarding the need for approval. Policy R491 delegates to USU “all powers” to operate its
Research Park. But, R710 and R712 suggest that Regent approval is required for external entities to
operate facilities on leased institutional property. The Commissioner believes that Regent approval is
prudent.

Recommendation

The Commissioner recommends that the Executive Committee of the State Board of Regents
authorize Utah State University to sell two buildings, RP1 and RP2, enter into a ground lease with the

buyer.

REK/MHS Richard E. Kendell
Attachments Commissioner of Higher Education



Term Sheet for Sale of 1747 & 1787 (RP1 & RP2)

Research Park Way, USU Innovation Campus

Woodbury Corporation has made an offer to USU to purchase the two building and to remodel
RP2. In addition, RP1 is currently leased to InTech charter high school and they need to expand
their space to accommodate additional students for the 2007/2008 school year. Woodbury has
agreed to continue to lease RP1 to InTech and the north half of RP2. They will also to remodel
that portion RP2 to meet the school’s requirements. The remainder of RP2 will be remodeled
for use as a multitenant facility. They have proposed the lease agreement to the InTech board
and it has been accepted.

We have reached agreement with Woodbury as to purchase price for the buildings and also to a
new ground lease for the 3 parcels of land that the buildings and parking lots occupy. The
following table gives the key terms of the transaction:

Item RP1 RP2
Appraised value | $1,230,000 $710,000
Purchase price $1,230,000 $788,000
Gross SF 15,150 SF 19,396 SF
Renovations None- previous renovations were done $1,088,000
necessary for in 2006

future use

InTech $800K USU $48K

Ground lease 40 years + 10 year option to renew 40 years + 10 year option to renew
duration
Ground lease Initial $15,700/acre (market value) Initial $15,700/acre (market value)
payments

Increase every three years by CPI Increase every three years by CPI
Closing No later than May 31, 2007 No later than May 31, 2007
Requirements for | Purchase agreements, ground lease, Purchase agreements, ground lease,

closing cross easement for parking access cross easement for parking access
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Proposed RP1/RP2 sale
BOT and Regents

Executive Review
May 5, 2007/




Background

e USU has commitment to InTech Charter school with respect to
location on Innovation Campus

— InTech currently leases RP1 and needs expansion space for 3™ and 4t
year students

— Only logical expansion is into portion of RP2

— RP2 needs extensive renovation to meet needs of school and upgrade
to current codes

— Neither InTech nor USU have adequate funds for renovation

e USU has immediate cash need to secure the USTAR “in kind”
donation for new research building

e USU has negotiated with Woodbury Corp to create a solution
that meets the needs of InTech and USU
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RP 1 & RP2 sale

als received from Bodell-Drimmelen for bo
or by Woodbury)

Appraised value (After $1,230,000 $1,794,264
renovation)

Renovation costs ~$850,000 (actual) $1,088,233
~S800K by InTech (estimated)
~$50 by IC

Net appraised values  $1,230,000 $710,000

Purchase price $1,230,000 $788,000
proposal

Total Proceeds $2,018,000

atus: Letter of Intent with purchase price received; draft contrac
received
IC Governing Board approved , pending BOT & Regents approval




Use of Proceeds

Help service bond and finish build out for the
“620 building” used for “in kind” donation to
USTAR

Provide additional funds to build infrastructure
for the IC Expansion

Provide support to TCO to partially relieve
Research office burden

Other purposes as directed by the President



Pros/Cons of Sale

Pros

Provides facility for HS on schedule

$2,018,000 cash up front for other
purposes such as 620 building, IC
infrastructure

Creates an up to date remodel of RP2
with safety issues addressed

Reduces future financial risk for IC
due to renovations/repairs/vacancy
rate/competition in park

Guaranteed cash flow at market rate
for new ground lease (~S55K/year
with CPI escalation)

Cons

May use portion of ground lease
to help subsidize InTech HS

Potential loss of revenue long
term (beyond ~30 years)
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