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INFRASTRUCTURE AND GENERAL GOVERNMENT APPROPRIATIONS COMMITTEE
STAFF: RICHARD AMON

The state currently leases $20.1 million of office space for state agencies. While state leases typically have
a non-appropriation clause, the long-term consequences of breaking a lease could cost the state more than
the short term budget savings. Seventy leases expire or come due for renewal in FY 2011 and FY 2012
including some of the higher cost leases in the state. Few vacant state-owned facility options exist.

SUMMARY

BACKGROUND

Statute (UCA 63A-5-302) gives the director of the Division of Facilities, Construction, and Management
(DFCM) the responsibility to lease all real property for state agencies excluding higher education, the
Legislature, and the judicial branch. The director has discretionary authority to enter into facility leases
with terms up to ten years. Facility leases with terms of more than ten years must be approved by the
State Building Board. All leases are contingent on and subject to Legislative appropriations.

DFCM leases a variety of property types from hangers to parking lots. This brief focuses on office space.
The state currently leases 1.2 million square feet of office space in 261 leases costing $20.1 million. The
Department of Human Services spends the most on leasing of any state agency - $7.2 million of the $20.1
million total. The Division of Child and Family Services within the department accounts for $4.1 million.

DISCUSSION AND ANALYSIS

Non-Appropriation Clause

Most facility leases entered into by DFCM contain a non-appropriation clause that allows the state to exit
the lease in the event the Legislature does not appropriate funding for the lease. In recent years a few
agencies have asked DFCM to exit leases as a result of reduced budgets. DFCM, however, requires explicit
Legislative authorization to end a lease prematurely, not simply a reduced budget.

Professionals at DFCM caution that ending any state lease prematurely could result in higher rent and less
favorable terms for the state as landlords could view state leases as high-risk. The long-term consequences
of higher state leasing costs could therefore eclipse the short term gains from ending a lease.

Vacant Space in State Buildings

Table 1 at right lists properties owned or leased by the state with vacant space. The first property listed is

an old Workforce " "

Services building owned Type Type Location City Space cost
by the state, but partially For Sale Office 2861S. 900 W. Salt Lake City 3,596 $440,000
funded by the federal State-owned Warehouse Freeport Center Clearfield 40,000 586,800
government, which State-owned Office Ogden Regional Center Ogden 2,000 $10,740
requires a refund of their [ State-owned Office 168 N. 1950 W. Salt Lake City 500 $5,575
equity position in the State-leased  Office 115 Golf Course Rd. Logan 2,000 $39,400
building. The second State-leased  Office 856 Sage Dr. Cedar City 500  $8,765
property is warehouse State-leased  Office 39S. 300E. Delta 150  $1,824
space in the Freeport State-leased  Office 1409 S. Main Nephi 300  $5,433
Center that the state State-leased  Office 305 N. Main Tooele 300  $6,108
acquired atno costfrom  Fsiate_leased  Office HK Tower (515 E. 100S) Salt Lake City 29,500 $590,000

the federal government. Table 1
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The last property listed, the HK Tower, is a lease by the Office of Recovery Services (ORS) that currently
has 2.5 floors available. The Department of Community and Culture is currently exploring moving into
24,500 of the 29,500 square feet vacant in the HK Tower as their current lease expires.

Annual Leases over $200,000

The following table details facility leases in the state costing over $200,000 annually. Dates highlighted in
yellow indicate leases expiring in FY 2011 and FY 2012. Of the 261 leases for standard office space that
cost $20.1 million in total, these 28 leases account for $11.6 million of the total. The average cost per
square foot for standard office space leased by the state is $17.23.

Table 2

End Date Agency Location Sq Ft FY11Rent Cost/ Sq ft
6/30/2014 Human Srv. - ORS 515 East 100 South, Salt Lake City 97,246 S 1,993,542.96 $20.50
6/30/2027 Courts 775 West Main Street, Spanish Fork 31,779 $§  950,523.00 $29.91
7/31/2013 Board of Education 210 West Harris Avenue, Salt Lake City 27,300 $ 693,374.50 $25.40
2/28/2011 Community Culture 324 South State Street, Salt Lake City 38,737 $ 563,710.53 $14.55
9/30/2013 Human Srv.-DCFS 300 E 6100 S, Murray 29,874 § 507,708.63 $17.00
11/30/2011 Workforce Services 150 N 400 E, St George 24,000 $ 480,461.28 $20.02
4/30/2013 SITLA 675 East 500 South, Salt Lake City 22,226 S 444,852.88 $20.01
6/30/2019 Courts 745 South Main, Bountiful 26,804 S  437,141.00 $16.31
3/31/2012 Workforce Services 230 West 200 South, Salt Lake City 23,328 $  368,284.45 $15.79
4/30/2021 Courts 6300 N Silver Creek Dr, Park City 15,096 S 359,136.00 $23.79
6/30/2013 Workforce Services 475 West Price River Drive, Price 17,151 S  333,893.95 $19.47
10/31/2012 Human Srv.-DCFS 1050 South 500 West, Brigham City 19,552 $  323,194.56 $16.53
6/30/2012 Human Srv.-DJJS 51/61 West 3900 South, Salt Lake City 19,235 S 314,389.92 $16.34
11/30/2013 Workforce Services 1951 West 5400 South, Roy 16,197 S 311,306.34 $19.22
10/31/2014 Human Srv.-DCFS 12537 South Crossing Drive, Riverton 13,684 S  306,254.49 $22.38
11/30/2013 Workforce Services 2750 South 5600 West, West Valley 12,679 S  302,451.23 $23.85
6/30/2012 Human Srv.-DCFS 475 West Price River Drive, Price 15,911 S  300,802.23 $18.91
6/30/2011 Human Srv.-DCFS 377 East Riverside Drive, St. George 15,068 S 297,288.63 $19.73
8/30/2025 Courts 885 East 300 North, Richfield 19,839 S  276,032.00 $13.91
6/30/2013 Courts 149 East 100 South, Price 18,279 $  265,900.00 $14.55
6/30/2011 Human Srv. - ORS 377 ERiverside Dr., St. George 12,696 S  253,014.14 $19.93
6/30/2016 Board of Pardons 448 E 6400 S, Ste #300, Salt Lake City 12,335 S 247,489.44 $20.06
6/30/2011 Admin. Srv.-Archives 2343 South 2300 West, West Valley 43,200 S 238,032.00 $5.51
6/30/2012 Attorney General 5272 College Drive, Murray 15,864 S 233,944.00 $14.75
6/30/2016 Courts 1361 South Highway 40, Heber City 10,043 S  219,800.00 $21.89
3/31/2011 Workforce Services 751 E Quality Dr, American Fork 12,326 S 213,614.50 $17.33
12/31/2013 Human Srv.-DCFS 305 North Main, Tooele 9,765 S  204,742.98 $20.97
7/31/2012 Pub. Ed.-Deaf & Blind 3098 S Highland Dr, Salt Lake City 13,200 S  200,802.63 $15.21

The HK Tower located at 515 E. and 100 S. in Salt Lake City is the state’s costliest lease at $2 million a year.
As noted above, ORS currently occupies this space and recently renewed the lease for an additional five
years until 2014. ORS vacated 2.5 floors of the building through efficiencies; however, unless other
agencies assume part of the leased space, ORS will not realize any cost savings. As explored in the Human
Services In-Depth Budget Review in November, 2011, the Analyst recommends that agency occupants and
DFCM exit the lease when it expires and begin now to explore less costly facility options.

State code allows the judicial branch to retain control of their facilities and operations independent of
DFCM. DFCM maintains a list of Courts building leases (like those listed in tables 2 and 3), but does not
actively manage or negotiate them.
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Leases Expiring in FY 2011 or FY 2012

Table 3 below lists all state facility leases that end between 1/1/2011 and 6/30/2012. Yellow highlighting
indicates leases over $195,000 and red font indicates leases costing more than the state average of $17.23
a square foot.

End Date Agency Location Type Sq.Ft. FY11Rent Cost/sqft
1 2/28/2011 PublicSafety Kane Office 780 $4,888.00 6.27
2 2/28/2011 Attorney Gen. Washington Office 2,016 $17,740.80 8.80
3 2/28/2011 Community Culture Salt Lake Office 38,737 $563,710.53 14.55
4 3/31/2011 State Lands Carbon Office 689 $5,850.00 8.49
5 3/31/2011 Public Safety Cache Office 3,497 $34,830.09 9.96
6 3/31/2011 PublicSafety Wasatch Office 3,789 $39,784.50 10.50
7 3/31/2011 Workforce Srv. Utah Office 12,326 $213,614.50 17.33
8 4/14/2011 USTAR Iron Office 1,100 $14,630.00 13.30
9 4/30/2011 USTAR Utah Office 1,552  $13,440.00 8.66
10 4/30/2011 PublicEd. Carbon Office 2,426  S25,311.27 10.43
11 4/30/2011 USTAR Salt Lake Office 1,791 $26,920.00 15.03
12 4/30/2011 Workforce Srv. Davis Office 10,994 $114,744.38 10.44
13 4/30/2011 Public Safety Iron Office 7,980 $124,474.10 15.60
14 5/31/2011 National Guard Utah Office 1,334  $40,293.66 30.21
15 5/31/2011 Corrections Cache Office 8,602 $104,715.00 12.17
16 6/30/2011 Corrections Summit Office 200 $4,120.00 20.60
17 6/30/2011 Courts Sevier Office 1,200 $4,800.00 4.00
18 6/30/2011 PublicSafety Emery Office 1,500 $5,150.00 3.43
19 6/30/2011 Workforce Srv. Wayne Office 355 $5,573.50 15.70
20 6/30/2011 Courts Millard Office 702 $6,800.00 9.69
21 6/30/2011 Admin. Services Salt Lake Parking 2,475 $7,200.00 2.91
22 6/30/2011 PublicSafety Tooele Office 754 $8,671.00 11.50
23 6/30/2011 Corrections Uintah Office 1,536 $12,286.47 8.00
24 6/30/2011 Natural Resources Duchesne Office 896 $14,165.76 15.81
25 6/30/2011 PublicSafety Iron Office 1,844  $23,050.00 12.50
26 6/30/2011 PublicEd. Tooele Office 1,406  $31,958.38 22.73
27 6/30/2011 National Guard Weber Office 1,620 $37,114.20 22.91
28 6/30/2011 Workforce Srv. Cache Office 4,139 $68,896.35 16.65
29 6/30/2011 Human Services Cache Office 4,552  $89,653.35 19.70
30 6/30/2011 Transportation Sevier Office 14,600 $106,580.00 7.30
31 6/30/2011 Human Services Cache Office 7,326 $144,298.97 19.70
32 6/30/2011 Human Services Cache Office 10,054 $197,943.61 19.69
33 6/30/2011 Admin. Services Salt Lake Storage 43,200 $238,032.00 5.51
34 6/30/2011 Human Services Washington Office 12,696 $253,014.14 19.93
35 6/30/2011 Human Services Washington Office 15,068 $297,288.63 19.73
36 7/31/2011 Medical Education Salt Lake Office 2,383 $4,130.53 1.73
37 7/31/2011 National Guard Salt Lake Hangar 5,630 S5,353.87 0.95
38 7/31/2011 Health Salt Lake Storage 9,890 $6,873.05 0.69
39 8/31/2011 National Guard Davis Office 1,753 $6,254.00 3.57
40 9/30/2011 National Guard Davis Office 1,092 $6,015.92 5.51
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41 11/30/2011 Public Ed. Washington Office 3,588 $30,916.60 8.62
42 11/30/2011 Workforce Srv. Washington Office 24,000 $201,816.38 8.41
43 12/31/2011 National Guard Salt Lake Office 1,344 $18,816.32 14.00
44 12/31/2011 Admin. Services Salt Lake Parking 33,000 $26,400.00 0.80
45 12/31/2011 Public Ed. Davis Office 2,760 $28,152.00 10.20
46 12/31/2011 Admin. Services Box Elder  Parking 68571 $32,821.32 0.48
47 12/31/2011 Workforce Srv. Sanpete Office 4,767 $38,454.15 8.07
48 12/31/2011 Human Services Uintah Office 5,000 $46,175.00 9.24
49 1/31/2012 Tax Commission Sevier Office 1,312 $11,518.27 8.78
50 2/28/2012 PublicSafety Sanpete Office 1,697 $20,873.12 12.30
51 3/31/2012 Attorney Gen. Sanpete Office 908 $11,263.74 12.41
52 3/31/2012 Human Services Utah Office 6,541 $115,053.57 17.59
53 3/31/2012 Workforce Srv. Salt Lake Office 23,328 $282,381.88 12.10
54 5/31/2012 Workforce Srv. Salt Lake Storage 5,360 $25,271.45 4.71
55 6/30/2012 Natural Resources Iron Office 1,128 $11,562.00 10.25
56 6/30/2012 PublicSafety Box Elder  Office 3,438 $12,033.00 3.50
57 6/30/2012 PublicSafety Salt Lake Hangar 4,247  $13,590.40 3.20
58 6/30/2012 Natural Resources Salt Lake Hangar 4,363 $13,961.60 3.20
59 6/30/2012 Economic Develop. Salt Lake Storage 4,000 $16,713.80 4,18
60 6/30/2012 Commerce Washington Office 1,008 $22,478.40 22.30
61 6/30/2012 Courts Juab Contract 3,080 $35,000.00 11.36
62 6/30/2012 Courts Utah Office 4,450 $46,803.00 10.52
63 6/30/2012 Human Services Juab Office 2,954  $54,560.38 18.47
64 6/30/2012 Public Ed. Cache Office 3,525 $58,675.92 16.65
65 6/30/2012 PublicEd. Weber Office 3,265 $74,491.32 22.82
66 6/30/2012 PublicSafety Salt Lake Office 5,360 $79,113.60 14.76
67 6/30/2012 Human Services Iron Office 4,704  $87,454.42 18.59
68 6/30/2012 Attorney Gen. Salt Lake Office 15,864 $233,944.00 14.75
69 6/30/2012 Human Services Carbon Office 15,911 $306,821.36 19.28
70 6/30/2012 Human Services Salt Lake Office 19,235 $323,815.08 16.83
Table 3
CONCLUSION

While 70 leases expire in the next 18 months, including 10 of the 28 most costly, little vacant state-owned
or leased space exists into which to move those agencies. DFCM only shows minor office vacancies state-
wide aside from the HK Tower space. Either agencies currently utilize all office space allocated or they are
not communicating vacant space to DFCM. As lease contracts typically renew for 5 to 10 additional years,
agencies should pay special attention to leases up for renewal.

ANALYST RECOMMENDATIONS

1.

Agencies and DFCM should coordinate and communicate current vacant space in state buildings and
DFCM should study facility utilization state-wide.

Agencies should review all leases coming due in the next 18 months and explore less costly
alternatives (if any).

DFCM and ORS should explore less costly options than the current HK Tower lease.
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