STATE  PROPERTIES  REVIEW  BOARD

Minutes of Meeting Held On December 4, 2007

State Office Building, Hartford, Connecticut
The State Properties Review Board held its regularly scheduled meeting on December 4, 2007 in the State Office Building.


Members Present:
Pasquale A. Pepe, Chairman



Edwin S. Greenberg, Secretary





Paul F. Cramer, Jr.





Bruce Josephy





Bennett Millstein

Members Absent:
Lisa A. Musumeci, Vice Chairman

Staff Present:

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

Anna L. Candelario, Executive Secretary

Chairman Pepe called the meeting to order.

Mr. Greenberg moved and Mr. Cramer seconded a motion to enter into Open Session.  The motion passed unanimously.

OPEN SESSION  
ACCEPTANCE OF MINUTES OF NOVEMBER 1, 2007.  Mr. Cramer moved and Mr. Josephy seconded a motion to accept the minutes of November 1, 2007.  The motion passed unanimously.
COMMUNICATIONS
Reimbursement of Expenses.  Mr. Cramer moved and Mr. Millstein seconded a motion to approve reimbursement of meeting and mileage fees to Mr. Greenberg for his inspection of property in Stamford on November 30, 2007 (PRB File #07-325).  The motion passed unanimously.

Mr. Millstein moved and Mr. Greenberg seconded a motion to approve reimbursement of meeting and mileage fees to Mr. Josephy for his inspection of property in Killingworth on November 30, 2007 (PRB File #07-328).  The motion passed unanimously.

State Bond Commission.  Mr. Babiarz advised the Board that the State Bond Commission meeting scheduled for Friday, December 7, 2007 has been cancelled.  A special meeting of the State Bond Commission will be held on Wednesday, December 12, 2007 at 10:30 a.m. in Room #1-E of the Legislative Office Building.
REAL ESTATE - UNFINISHED BUSINESS
REAL ESTATE - NEW BUSINESS
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PRB #
07
-
325
Transaction/Contract Type:
RE / Sale
Origin/Client:
DOT / DOT
Project Number:
135-000(MISC)-9C
Grantee:
Daniel, Jean F., et al
Representative:
Attorney Frederick J. Whelan, Jr., Tierney and Whelan 

Property:
Parking area north of 2010 West Main Street (U.S. Route 1) in the vicinity 


of Myano Lane, STAMFORD  CT

Project Purpose:
DOT, Sale of Excess Property, Stamford

Item Purpose:
Release of 5,829+/- sq. ft. of non-conforming, vacant land to the Grantees/"sole 


abutters" for assemblage/frontage/to provide additional parking for abutting 


restaurant; remedies parking encroachment.

Mr. Greenberg reported on his site inspection of the subject 5,829+/- sq. ft. parcel of non-conforming, vacant land which the Department of Transportation (DOT) proposes to release to the sole abutter for assemblage for a sales price of $670,077 (inclusive of a $1,000 administrative fee).  He said that the subject release area, currently used as a parking lot, contains approximately 17 parking spaces, and is situated in front of a restaurant located at 2010 West Main Street, Stamford.  Mr. Greenberg stated that the release of the 5,829+/- sq. ft. parcel will remedy an encroachment on State land.
Mr. Greenberg indicated that land only was valued on the subject.  The adjacent site is .344 acres in a commercial zone.  After assemblage, the site will be .478 acres.  Based on contemporary comparable sales, the independent fee appraiser Brian MacCormack concluded a value of $5,000,000 per acre or $114.78 per sq. ft.  He noted that he obtained information from the City of Stamford’s Assessor’s office as follows:
Current Assessment

Description



Appraised Value

Assessed Value

Com Land



$1,291,350


$   903,950


Com Building



     539,170


     377,420


Com Outbuilding



         1,950
   

         1,370




TOTAL
$1,832,470


$1,282,740

Based upon his review, Mr. Greenberg recommended Board approval of the subject release.

PRB #
07
-
327
Transaction/Contract Type:
RE / Lease
Origin/Client:
CLC / CLC
Lessor:
Brook USA LLC
Representative:
Gary J. Hofstetter of New Boston Fund, Inc. its manager 
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Property:
777 Brook Street, ROCKY HILL  CT  06067

Project Purpose:
Second Amended and Restated Lease [pursuant to PA 96-212/C.G.S., 

Sec. 12-806(b)(16)], Rocky Hill

Item Purpose:
To increase the initial lease term from 10 to 15 years to facilitate amortization 


of the tenant improvements (at a 5% interest rate), the cost for which the 


Lottery's contribution has increased from $1.38 to a fixed maximum of $2.2 


million.

Ms. Goodhouse reported that in May 2007, the Connecticut Lottery Corporation (CLC) submitted to the Board for review a lease which would relocate the CLC’s headquarters currently located at 270 John Downey Drive, New Britain, to 777 Brook Street, Rocky Hill (PRB File #07-134).  Subsequent to the Board’s review of the lease, the CLC firmed up the terms and costs of the tenant improvements thereby necessitating a Lease Amendment.  The current lease will be amended as follows:
	Description
	Existing
	Amendment

	Term
	10 years, 3 months, commencing 11/1/2007; 3 (5-year) options to extend 
	15 years, 3 months, commencing 3/1/2007; 3 (5-year) options to extend

	Base Rent/SF

(NNN)
	Months 1-3

Months 4-63

Months 64-123
	$0.00

$7.25

$8.50
	Months 1-3

Months 4-63

Months 64-123

Months 124-180
	$0.00

$9.50

$10.75

$11.25

	Effective Rent
	$7.68 over term of lease
	$10.33 over term of lease

	Tenant Payments for Improvements, included in base rent
	None. CLC had indicated that they would pay for $1.38 million in improvements directly from operating funds.  If amortized, additional rent would have been $2.24/SF (9%, 10 Years)
	$2.2 million amortized over 15 years @ 5%/92,500sf = $2.26/sf. The increase is due to $.5 million for generator; and $.32 million for miscellaneous improvements.  

	Improvement Allowance (Landlord)
	$1.68 million/92,500 sf = $18.16/sf  
	$4.1 million/92,500 sf = $44.32/sf, per CLC. Final total construction cost estimate will be forthcoming.  

	Parking
	225 spaces
	200 spaces. Redesign of parking lot to meet town requirements for wetland protection resulted in loss of 25 spaces
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Ms. Goodhouse said that as of November 30, 2007, the current total cost estimate for all improvements to the building and the site is $6.3 million.  CLC contribution is capped at $2.2 million. 

Purchase Option in Second Amendment.  CLC has a right of first refusal as stated in the First Amendment.  In this Amendment, new language has been added, preventing any sale (to a third party) until 3/1/2010.  Also, if CLC is the buyer, it will receive a credit against the purchase price in the amount of the unamortized portion of $1,100,000, assuming a straight line amortization over 8 years commencing with the start of the lease, at an annual interest rate of 5%.

Market Value Analysis of 777 Brook Street, Income Approach

	Present Value of Rental Income
	
	
	

	
	Months
	SF
	Rent
	Rate of Return
	Present Value

	
	0-63
	92,500
	$9.50 
	7.87%
	$3,552,302

	
	64-123
	92,500
	$10.75 
	7.87%
	$2,715,550

	
	124-183
	92,500
	$11.25 
	7.87%
	$1,840,671

	Total, Present Value of Rents
	
	
	$8,108,523

	
	
	
	
	
	

	Present Value of Reversion
	
	
	

	
	
	SF
	Rent
	Income
	

	
	Year 15
	92,500
	$11.25 
	$1,040,625
	

	
	
	Vacancy 5%
	
	-$52,031
	

	
	
	Management 3.5%
	-$36,422
	

	
	
	Reserves 7.5%
	-$78,047
	

	
	
	NOI, Year 15
	
	$874,125
	

	
	Capitalization Rate
	
	0.085
	

	
	Future Value, Year 15
	
	$10,283,824
	

	
	Present Value of Reversion @  7.87%
	
	$3,300,992

	Present Value, Rents & Reversion
	
	
	$11,409,515

	Present Market Value, 777 Brook Street
	say
	$11,400,000

	
	
	
	
	
	

	Current Korpacz National Market Indicator, Average Discount Rate, Warehouse

	Current Korpacz National Market Indicator, Overall Rate Range, 5.00% - 8.50%




Comparing the present value of rental income stream with market value, the analysis indicates that CLC is in positive position renting premises.
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Ms. Goodhouse commented that in May, the Board had reviewed the CLC lease and made recommendations, which were by and large incorporated in an “Amended and Restated Lease Agreement ” (First Amendment) to wit:

Purchase Option:  This was originally written in such a way as to potentially require CLC to pay twice for the building expansion area:  once during its construction, and again if CLC purchased the building. The First Amendment purchase option deleted the language requiring CLC to pay for the expansion area.   It also inserted language giving the landlord the option of doing the build out of expansion space, and charging additional rent accordingly.

Eminent Domain, Default:  Board recommendations concerning rental adjustment in case of eminent domain, and limiting default to “material” conditions were incorporated in the First Amendment.

Recommendations not taken up: Board had recommended that in the Purchase Option, the asking price be established through an appraisal process.  Discussions with CLC indicate they are aware of necessity to do their own market analysis when considering option to purchase, for which lease allows them adequate time of 45 days to respond to option.

Ms. Goodhouse noted that Board review of the subject lease amendment is required by C.G.S. Chapter 229a, Sec. 12-806(b)(16).

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

Mr. Greenberg moved and Mr. Cramer seconded a motion to enter into Executive Session.  The motion passed unanimously.

EXECUTIVE SESSION
PRB #
07
-
328
Transaction/Contract Type:
RE / Purchase and Sale
Origin/Client:
DPW / DPW
Statutory Disclosure Exemptions:  1-210(b)(7) and 4b-27
The Board commenced its discussion relative to the subject Purchase and Sale Agreement at 9:46 a.m. and concluded at 9:50 a.m.

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

Mr. Greenberg moved and Mr. Cramer seconded a motion to enter into Open Session.  The motion passed unanimously.
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OPEN SESSION  
ARCHITECT-ENGINEER - UNFINISHED BUSINESS
ARCHITECT-ENGINEER - NEW BUSINESS
OTHER BUSINESS, REAL ESTATE/ARCHITECT-ENGINEER
The Board took the following votes in Open Session:
PRB FILE #07-325 – Mr. Greenberg moved and Mr. Josephy seconded a motion to approve PRB File #07-325.  The motion passed unanimously.
PRB FILE #07-327 – Mr. Greenberg moved and Mr. Josephy seconded a motion to approve PRB File #07-327.  The motion passed unanimously.
PRB FILE #07-328 – Mr. Josephy moved and Mr. Greenberg seconded a motion to approve PRB File #07-328.  The motion passed unanimously.
The meeting adjourned.

ALC
