C APITAL P ROJECTS FOR
T HE U NIVERSITY OF T EXAS
S YSTEM A DMINISTRATION
Dec ember 201 6

Prepared by
The University o f Texas System
Office o f the Co ntroller

Report to the Legislative Budget Board and Governor
Pursuant to Rider No. 5 to The University of Texas System Administration
HB 1, 84th Legislature, Regular Session, Page III-61

TABLE OF CONTENTS

Rider No. 5 To The University of Texas System Administration ..................................................... 1
The University of Texas System Administration ............................................................................. 2
Capital Expenditure Policy ........................................................................................................... 2
Capital Project reporting ............................................................................................................. 2
Replacement Office Building .......................................................................................................... 3
Purpose ........................................................................................................................................ 3
Project Financial Metrics ............................................................................................................. 4
Appendix - Business Plan for the U. T. System Administration Replacement Office Building ....... 6

For questions concerning this report, contact:
U. T. System Office of the Controller
512.499.4527

CAPITAL PROJECT
The University of Texas System

FOR

THE UNIVERSITY OF TEXAS SYSTEM
ADMINISTRATION - 2016

RIDER NO. 5 TO THE UNIVERSITY OF TEXAS SYSTEM ADMINISTRATION
The text of Rider No. 5 to The University of Texas System Administration in House Bill 1, 84th Legislature, Regular
Session, is as follows:
“Reporting Requirements for Capital Projects for The University of Texas System Administration.
By December 1 of each year, The University of Texas System shall submit a report to the Legislative Budget Board
for the prior fiscal year that includes information on all capital construction projects paid for with funds
appropriated by this Act, having a cost in excess of $1,000,000 and having the purpose of directly supporting the
administration and operation of The University of Texas System Administration or the Board of Regents of The
University of Texas System. The report must include at a minimum for each capital project: (1) the purpose of
the project; (2) the total cost of the project; (3) the source of funding for the project; (4) the savings achieved by
the project; and (5) any other information requested by the Legislative Budget Board.”
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THE UNIVERSITY OF TEXAS SYSTEM ADMINISTRATION

CAPITAL EXPENDITURE POLICY
The University of Texas System Capital Expenditure Policy (UTS 168) provides institutions guidance in the capital
expenditure process, from Project approval to Project closure. It also provides U. T. System Administration a
uniform method for documenting the full capital expenditure lifecycle in order for the capital expenditure
activity to be effectively communicated to the Board of Regents.
U. T. System Board of Regents’ Rules and Regulations, Rule 80301 requires that U. T. System Administration
maintain a Capital Improvement Program (CIP) on an ongoing basis. Although the CIP is a dynamic document
subject to change throughout the year, a report detailing the current status of the CIP is expected to be formally
presented to the Board of Regents at least one time per year.
The CIP consists of a six-year projection of major new construction and repair and rehabilitation projects to be
implemented and funded from institutions and System wide revenue sources. The CIP is a current reflection of
the institutions’ continuous process of strategic planning and master planning for institutional program.

CAPITAL PROJECT REPORTING
Institutions include a schedule in their Annual Financial Report (Schedule S-8: Changes in Fund Balance for
Unexpended Plant Fund) that reflects activity during the fiscal year for all unexpended plant projects by funding
source. While U. T. System Administration did not have any capital construction project activity funded with
appropriated funds in excess of $1,000,000 in fiscal year 2016, this report includes information for the U. T.
System Administration Building, referred to in the CIP, internally and in this report as the Replacement Office
Building.
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REPLACEMENT OFFICE BUILDING

PURPOSE
A work group was formed in May 2010 at the request of the Chancellor and U. T. System Board of Regents Vice
Chairman Steve Hicks to determine the cost and benefits of either remaining in the current U. T. System
Administration complex or moving elsewhere. The existing complex in downtown Austin included five relatively
small buildings that range in age from 40 to 131 years. The age and fragmented nature of the buildings lends
itself to an inefficient layout in addition to significant financial costs for operation, repair, replacements and
renovations.
At the November 2011 U. T. System Board of Regents meeting, five options for alternatives to the U. T. System
Administration complex, gleaned from over a dozen alternatives, were presented. The U. T. System Board of
Regents directed the space planning work group to continue its studies, with the goal of finding the optimal site
for consolidating the existing complex into one building in or close to the downtown area.
The work group proceeded to evaluate the five most viable options in greater detail, to determine and confirm
their value and suitability. Simultaneously, the work group conducted internal pre-programming work, including
departmental interviews, to confirm and refine the U. T. System requirements.
The work group developed the following requirements for a replacement facility:


Design for current and anticipated U. T. System Administration Staff with flexibility for changes in
programs and mission



Use of space planning standards for greater space use efficiencies and fungible spaces



Inclusion of a U. T. System Board of Regents meeting room and a more efficient mix of conference rooms



Sufficient on-site parking to include adequate visitor parking



Healthy workplace features, such as an employee exercise room, thoughtful work-break spaces,
abundant natural light, and limited beneficial retail space.

Based upon the additional studies following the November 2011 U. T. System Board of Regents meeting, the
work group’s recommendation was that the U. T. System Administration construct a new single replacement
building, consisting of nine office levels, six above ground parking levels, and one below ground
parking/receiving level on owned land north of Seventh Street between Lavaca and Colorado Streets, to house
U. T. System Administration. The Replacement Office Building will meet all of the requirements that the work
group identified as important to U. T. System, and the location will continue the U. T. System presence
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downtown, which provides the best proximity to U. T. Austin, the Texas Capitol, connectivity and access for
employees and visitors, and off-site amenities. The Replacement Office Building will be sufficiently large to
accommodate potential future U. T. System Administration growth and/or third party office and retail
occupants. The remaining U. T. System property south of Seventh Street may be leased to one or more third
parties when vacated.
On February 21, 2014 the Office of Facilities Planning and Construction received authorization to proceed with
the project. Request for Qualifications and Request for Proposals were initiated to select the Architect Prime
and Construction Manager at Risk for the Project. Construction of the replacement building began in early 2015.
Construction is expected to be completed in July 2017 and U. T. System staff will transition into the new building
later that summer.

PROJECT FINANCIAL METRICS
Financial analysis was completed assuming a 33 year cash flow, calculated based on costs from today through
completion of construction plus the length of time to retire 30 year bonds. The analysis considered all costs of
remaining in the System Complex and all costs of occupancy and furnishing of the Replacement Office Building,
when with the temporary relocation for some employees during construction followed by moving all U. T.
System Administration employees to the Replacement Office Building upon its completion.
Revenue generated from the proposed retail and other commercial space in the replacement building, as well
as from the sale of O. Henry Hall and the redevelopment of the property that today is the site of Ashbel Smith
Hall and the Claudia Taylor Johnson Building (“Block 71”) will mostly offset the new facility’s debt service costs,
and additional savings from operational efficiencies and cost avoidance on long-term maintenance of existing
buildings are expected.
The U. T. System Board of Regents in the November 2016 board meeting were briefed on the plans for
redevelopment of Block 71 and authorized a ground lease for commercial use. Block 71, located between West
6th and West 7th streets on the south and north and Colorado and Lavaca streets on the east and west side is
expected to be leased for redevelopment. Contract negotiations are continuing and specific details of the
planned redevelopment of the site and the financial aspects of the potential ground lease are not available at
this time.
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The anticipated total project cost of $133.1 million, including design, construction and furnishing, would be
financed with Revenue Finance System Bond proceeds to be repaid from anticipated lease income, Available
University Fund (AUF) and other sources. The project estimated total cost per gross square foot of building
space (excluding parking garage GSF) is $389. The cost for the office space portion alone (excluding parking
garage and demolition costs) is $287 per square foot, which compares favorably to other office projects built at
U. T. institutions.

PROPOSED BUILDING

STATUS QUO

SAVINGS

Annual Cost Projection (33 Year Average)

$ 5 – 7 million

$9 – 11 million

$2 – 6 million

Net Present Value of Cost over 33 year

$90 – 120 million

$150 – 180 million

$30 – 90 million

Additional information can be found at: https://www.utsystem.edu/sites/new-building
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Appendix
Business Plan for the
U. T. System Administration Replacement Office Building
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