STATE  PROPERTIES  REVIEW  BOARD

Minutes of Meeting Held On February 7, 2008
State Office Building, Hartford, Connecticut
The State Properties Review Board held its regularly scheduled meeting on February 7, 2008 in the State Office Building.


Members Present:
Edwin S. Greenberg, Chairman




Lisa A. Musumeci, Vice Chairman




Bennett Millstein, Secretary





Paul F. Cramer, Jr.





Bruce Josephy

Members Absent:
Pasquale A. Pepe


Staff Present:

Stanley T. Babiarz, Executive Director
Mary E. Goodhouse, Real Estate Examiner

Anna L. Candelario, Executive Secretary

Chairman Greenberg called the meeting to order.

Mr. Millstein moved and Mr. Cramer seconded a motion to enter into Open Session.  The motion passed unanimously.
OPEN SESSION  
COMMUNICATIONS
Reimbursement of Expenses.  Mr. Cramer moved and Mr. Millstein seconded a motion to approve reimbursement of meeting and mileage fees to Ms. Musumeci and Messrs. Greenberg, Josephy and Pepe for their inspection of farm property in Warren on February 6, 2008 (PRB File #08-017-A).  The motion passed unanimously.
Letter to Edwin S. Greenberg, Chairman, dated February 5, 2008, from Roberta Avery, Attorney, Legal Services Unit, Department of Public Works.  Ms. Avery extends her congratulations to Mr. Greenberg on his appointment as Chairman of the State Properties Review Board, and to thank the Board for taking the time to meet Kevin Kopetz, Managing Attorney, on February 4, 2008.
Expansion Option.  Mr. Babiarz reported that he received a telephone call from Peter Pacific, Budget Analyst, Office of Policy and Management, on February 6, 2008, to advise that the Governor’s budget for Fiscal Year 2008-2009 recommends expanding the Board’s Personal Services budget to include funds for a full-time Secretary 1.
Mr. Babiarz provided the Board with a copy of the Governor’s State of the State address given on February 6, 2008 (See Attachment A).  He pointed out some areas of interest.  For example, on page 7 
STATE PROPERTIES REVIEW BOARD

Minutes of Meeting, February 7, 2008

Page 2

the reorganization of the Department of Transportation is mentioned, in addition to passing legislation that would take pensions away from corrupt public employees and require more executive and legislative employees to file financial disclosure forms.  
On pages 9 and 10, the Governor indicates that the capital budget includes a new program which will provide $15.0 million for the proper preservation of State parks and forests.  In addition, the Governor has asked the Department of Public Works not to sell the Seaside property in Waterford.  The Governor has included monies in the budget to secure the property and to mothball the handful of historic structures that are stunning in their artistry.   Further, the Governor’s budget also includes the creation of a new Cultural Capital Program which will provide $20.0 million in bond funds for one-time capital improvements to arts, cultural and historic venues; a $10.0 million Cultural Treasures Program which combines two existing grants and adds $3.6 million in new funding.  This will provide the arts, culture and tourism programs in Connecticut with unprecedented resources; and lastly, it is the Governor’s intention to execute a favorable lease with the Hartford Symphony Orchestra for one floor of the church the State recently bought on Lafayette Street, Hartford.  It will be used for practices and some performances by the symphony, though other art and culture groups may also use it.  It is also the Governor’s intention to allow the State Library to use one floor for much needed exhibition and storage space.
Annual Report of the Auditors of Public Accounts.  Mr. Babiarz reported that the Board received a copy of the State Auditors’ Annual Report to the Connecticut General Assembly for Fiscal Year 2007.

Paper Reduction.  Ms. Goodhouse presented to the Board a “draft” memo that she proposes to send to Shane Mallory, Administrator of Leasing and Property Transfer, regarding the Department of Public Works (DPW) request to reduce the amount of paper submitted with leasing proposals.  The “draft” memo suggests an outline of what should be included as part of a submittal to the Board (See Attachment B).  

After review, the Board unanimously agreed to the outline as proposed.
REAL ESTATE - UNFINISHED BUSINESS
PRB #
08
-
017 -
A
Transaction/Contract Type:
AG / Purchase of Develop. Rights 
Origin/Client:
DOA / DOA
Owner:
Yale University

Property:
N/S College Farms Road; E/S Lake Road (Route 45); and S/S and SW/S of 


Route 341 (Woodville Road), WARREN  CT

Project Purpose:
Acquisition of Agricultural Development Rights, Warren
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Item Purpose:
Acquire agricultural development rights to approx. 50+/- acres of farm 



property known as "The Tanner Farm" (development rights offered by Yale, 



as owner, AND Bernard E., Henry A. and Elwyn J. Tanner & Avis Tanner



Parkis, as tenants, under a 999-year lease).

The Board reported on its site visit to the subject farm located along the north side of College Farms Road, the east side of Lake Road (Route 45), and the south and southwest sides of Woodville Road (Route 341), Warren.  The Department of Agriculture proposes to acquire the development rights to approximately 50+/- acres of farm property, known as “The Tanner Farm” at a bargain price of $500,000 ($10,000 per acre).
Mr. Babiarz stated that the acquisition value of the development rights is reasonably supported by third party appraisals completed by Robert Bartos ($17,000 per acre) and Thomas Henry ($14,000 per acre) on April 19, 2007.  The difference in appraisals is basically the value of a building lot and Henry’s incorrect assumption that an additional residence may be built with the agriculture-only building envelope.  Mr. Babiarz indicated that the deed that conveys the development rights to the 50-acre parcel shall exclude the existing residence and three acres.  The deed will proscribe any use of the property other than agricultural and no residential structures will be allowed.  Further, the deed will disallow any division or subdivision of the property.
Mr. Babiarz indicated that the property is owned by Yale University and leased to members of the Tanner family.  The lease, which covers a 999-year period, renewable every 100 years, expires in the year 2768.  He said that on November 4, 2007, Yale University agreed to subordinate its legal interests in the property to the easement in favor of the State.  The proceeds from the sale of development rights revert to the lease holders and Yale will not receive any compensation for their interest in the land.
Mr. Cramer commented that it appears that the State is purchasing the development rights to the farm in order to give the lease holders (Tanners) $500,000 so they can buy out a family member.  He also expressed concern that he still has not seen a document wherein Yale University subordinates their interest in the land to the Tanners.  Mr. Babiarz said that Yale University has forfeited its rights to develop the land because the 999-year lease essentially makes the property fully devisable.  For example, under law a 99-year lease, the tenant has all property interests and rights of the owner except they do not have title to the property.  Mr. Babiarz provided the Board with a copy of a memorandum and accompanying attachments he received from Joseph Dippel, Director of Farmland Preservation, on February 4, 2008 (See Attachment C), which Mr. Dippel believes constitutes the consent of Yale University in this transaction.
REAL ESTATE - NEW BUSINESS
Mr. Millstein moved and Mr. Cramer seconded a motion to go out of Open Session.  The motion passed unanimously.
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Mr. Millstein moved and Mr. Cramer seconded a motion to enter into Executive Session.  The motion passed unanimously.
EXECUTIVE SESSION  
PRB #
08
-
018
Transaction/Contract Type:
RE / Lease-Out
Origin/Client:
DPW / DPW
Statutory Disclosure Exemption:  4b-27
PRB #
08
-
019
Transaction/Contract Type:
RE / Lease-Out
Origin/Client:
DPW / DPW
Statutory Disclosure Exemption:  4b-27
The Board commenced its discussion concerning both of the above Lease-Out proposals at 10:19 a.m. and concluded at 10:36 a.m.

Mr. Millstein moved and Mr. Cramer seconded a motion to go out of Executive Session.  The motion passed unanimously.

Mr. Millstein moved and Mr. Cramer seconded a motion to enter into Open Session.  The motion passed unanimously.
OPEN SESSION  
ARCHITECT-ENGINEER - UNFINISHED BUSINESS
ARCHITECT-ENGINEER - NEW BUSINESS
PRB #
08
-
021
Transaction/Contract Type:
AE / "On-Call"
On Call #:
OC-DPW-MEP-0015, Engineer/MEP
    Task #7
Project No. 
BI-2B-277
Origin/Client
DPW / CME
Consultant:
Fuss & O'Neill, Inc. / Engineer/MEP

Property:                   11 Shuttle Road, FARMINGTON  CT 
Project Purpose:        Replace Boiler and Chiller, Office of the Chief Medical Examiner, Farmington
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Item Purpose:
Provide design and construction administration services for the replacement 


of the boilers, original chillers, and the upgrade of the boiler and chiller plant 


as well as expanded construction administration services, if authorized.

Mr. Cramer reported that the Office of the Chief Medical Examiner (CME) is the sole occupant of a two-story, 28,259 sq. ft. mortuary, laboratory, and administrative building constructed on the campus of the University of Connecticut School of Medicine and Dentistry in 1987.  The facility house the Chief Medical Examiner, a staff of six (6) physicians and 60+/- support personnel.
Mr. Cramer stated that Fuss & O’Neill, Inc. reports that the building’s mechanical room is not laid out according to “as-built” drawings and the amount of equipment located in the space is extraordinary.  It consists of two (2) original Cleaver-Brooks steam boilers that provide heat and hot water and refrigeration chillers and an air handler.  This arrangement is not in compliance with ASHRAE 15 (Refrigeration Safety).  

Mr. Cramer indicated that the scope of Fuss & O’Neill’s work under the subject Task Letter #7 consists of design, construction administration, and expanded construction administration services (if requested by the Department of Public Works (DPW)) to replace boilers, original chillers, and upgrade the building mechanical system.  The removal of the existing rooftop cooling tower will be included in the design as a supplemental bid.  The design will be in accordance with the standards of Factory Mutual Global Insurance, the State’s insurance risk manager.  The construction and total project budgets are $600,000 and $760,000, respectively. 
Mr. Cramer said that Task Letter #7, in the amount of $102,000, allocates Fuss & O’Neill’s fees as follows:

Base Contract Phase and Fee Schedule
Schematic Design Phase
(15%)

$  8,100
28 calendar days

Design Development Phase
(20%)

  10,800
42  “             “

Contract Documents

(30%)

  16,200
56  “             “

Tracings and Masters

(10%)                  5,400           14  “             “

Construction Administration
(25%)                13,500         270  “             “


Totals


$54,000         410 calendar days
The $54,000 fee is 9% of the $600,000 construction budget estimate.  The maximum guideline rate for this Group B project is 12.80% comprised of a 9.80% base rate and up to an additional 3.0% for renovations.  The balance of Task Letter #7, a not-to-exceed fee of $48,000, is for expanded construction administration services.  In addition to standard Construction Administration (CA) services, if requested by DPW, the Engineer will provide expanded CA services which will include 32 field visits and associated written reports over a construction duration projected to require 270 calendar days.  Invoices for expanded CA services will be accompanied by a certification that the amount billed 
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is accurate, corresponds with actual hours works, rates applied, and commensurate with the work performed.
Mr. Cramer noted that the subject Task Letter is accompanied by confirmation from DPW that $65,000 is already bonded for the project.  However, funds for expanded CA services will not be available until construction costs are appropriated.  Given that the funds are not yet available for the expanded CA services, Mr. Cramer recommended that Task Letter #7 be revised to include design services only, for the proposed fee of $54,000, and that a separate task letter for expanded construction administration services at a not-to-exceed fee of $48,000 be submitted for review and approval at such time that funds are appropriated for these services.

OTHER BUSINESS, REAL ESTATE/ARCHITECT-ENGINEER
The Board took the following votes in Open Session:
PRB FILE #08-017-A – Ms. Musumeci moved and Mr. Cramer seconded a motion to approve PRB File #08-017-A.  The motion passed unanimously.
PRB FILES #08-018 & #08-019 – Mr. Millstein moved and Ms. Musumeci seconded a motion to return PRB Files #08-018 and #08-019 for the following reasons: 

1. Based on economic and market data compiled by Board staff, the rental rates in each of the four renewals that provide for a 10% increase in rent at the commencement of each of the four five-year renewal terms (2% per year) is not financially competitive or prudent.  Economic data indicate an average annual increase in the Consumer Price Index
 of 3.13% over the last eleven years.  The minimum annual CPI increase during this period was 2.4%, and the maximum was 7.5% per year.

Therefore, historical economic data support the Board’s belief that the nominal rent step-up of 2% per year over the initial and four five-year renewal terms will result in a rental rate of diminishing value to the State over the life of the lease.

Additionally, the proposed rental step-up is inconsistent with market data that demonstrates a typical cellular tower lease is CPI indexed.  For example, the CT Department of Transportation’s master license agreement for wireless communications facilities commences at a rental rate of $24,000 per year, and steps up 4% each year.
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Consequently, the Board recommends that the rental payments increase annually at a rate not less than 3% per annum over the initial and renewal terms and/or provide for annual adjustments based upon the Consumer Price Index for All Urban Consumers (Current Series), Northeast Region, All Items.

2. The leases should be revised to contain a detailed description of the telecommunication facilities and equipment currently on the leased premises.  Without such description Article 12, which is a requirement for prior written approval before the lessee can make any additions, alterations or improvements to the leased premises or any part thereof, is for practical purposes unenforceable.

3. The leases should be revised to include a provision that proscribes sub-leasing or sub-licensing without the prior written approval of Public Works and the State Properties Review Board.  If the lessee enters into a sub-licensing or sub-leasing agreement, the State should participate in the revenue generated.  Such participation is typically 50% of the gross revenue received from the co-locator’s fees.
The motion passed unanimously.
PRB FILE #08-021 – Mr. Cramer moved and Ms. Musumeci seconded a motion to return PRB File #08-021 with a request to revise the task assignment to include design services only, for the proposed fee of $54,000.

The Board recommends a separate task letter for expanded construction administration services at a not-to-exceed fee of $48,000 be submitted for review and approval at such time that funds are appropriated for these services.

The motion passed unanimously.

The meeting adjourned.
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