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TO:

ALA Executive Board



Budget Analysis and Review Committee (BARC)



ACRL Board

DATE:
January 17, 2006

ACTION REQUESTED:

Approval in concept of the purchase of a facility for the CHOICE staff in Middletown, Connecticut, and conducting a feasibilty study of a particular property.  

ACTION REQUESTED BY:

Keith Michael Fiels, Executive Director,

Gregory Calloway, AED Finance

Camila Alire, ACRL President 

Mary Ellen Davis, ACRL Executive Director

Irving Rockwood, Editor & Publisher, Choice

DRAFT OF MOTION:

To approve in concept ACRL/Choice using non endowment net assets to purchase a building to house the CHOICE office in Middletown, Connecticut, and to undertake a detailed feasibility study regarding the Acheson House property.

OVERVIEW:

Based on the successful model developed for the purchase of the Washington Office property in Washington, DC, ACRL and CHOICE have been exploring the feasibility of purchasing permanent office space for CHOICE in Middletown, Connecticut. 

CHOICE is currently evaluating options when the current lease expires, and needs additional space. A preliminary analysis of projected rental and purchase costs in the Middletown market area has suggested that purchasing may be the more cost-effective option. Furthermore, during the course of its analysis, CHOICE has identified a property, which, depending on the final terms of purchase and projected build-out and maintenance costs, appears potentially attractive. There is some time sensitivity, as properties that meet CHOICE’s requirements do not frequently appear on the market.

The purpose of this document is to request approval in principle for ACRL/CHOICE to proceed in a timely manner with those steps listed below and any others deemed necessary to reach a decision regarding this property.

BACKGROUND:

Based in Middletown Connecticut since its founding in 1963, CHOICE has to date resided in exactly three locations. CHOICE’s first home consisted of several vacant offices in Wesleyan University’s Olin Library, generously offered to ALA by Wesleyan when it learned ALA was searching for office space for a new college review journal. CHOICE quickly outgrew the Olin quarters, and in late 1964 moved off campus to larger quarters at 42 Broad Street in Middletown. Finally, CHOICE moved to its present location at 100 Riverview Center in early 1966. 

CHOICE currently leases 5,371 square feet of second floor office space and a small basement storage area in the Riverview Center building, a Class B property located at the corner of Main and Court Streets in downtown Middletown.

CHOICE’s current Riverview Center lease runs through December 2007. CHOICE’s current space does not include a badly needed meeting or conference room and additional space is unlikely to become available in Riverview Center, which is now fully occupied. Accordingly, rather than renewing the lease on its current space, CHOICE currently expects to seek larger accommodations for occupancy before December 2007. 

Given the state of the Middletown commercial office space market—currently Connecticut’s “hottest” real estate market—the expected outcome is a significant increase in CHOICE’s office expense costs. A proposed goal for any purchase would be to cap CHOICE’s office space costs at a level equal to or below projected rental costs within 3-5 years of the date of purchase. If this proves feasible, CHOICE would realize significant future savings in operating costs over the remainder of the financing period while obtaining additional space to meet current needs.

Based on the successful model of the Washington Office Purchase, ACRL and CHOICE are exploring the possibility of using non-endowment net assets as a down payment. As these assets would be coming from ACRL and CHOICE revenues derived subject to the terms of the operating agreement, there are a number of areas that would need to be addressed as part of a memorandum of understanding between the ACRL and ALA Boards:

Some initial components of this memorandum what have been discussed to date are:

· All purchase, financing, operating, and maintenance costs to be paid by CHOICE

· Financing to be obtained by ALA

· In order to moderate the impact on ALA operating cash ACRL/Choice will defer transfers to the Endowment equal to amount cash withdrawn for down payment and build out.

· CHOICE to reimburse ALA for all direct costs incurred by ALA as a result of its assistance with purchase and financing

· Proceeds from the sale of any such property accompanied by the reinvestment of the realized gains in the purchase of a new or replacement property would continue to be reflected in the ACRL and CHOICE net asset balances.

· In the event that ACRL/Choice sells the property, Choice would pay ALA the overhead rate in effect at time of sale. How the rate will be applied will be addressed in later discussions.

The specific terms of the memorandum would need to be approved by both the ALA and ACRL Boards prior to signing of any purchase and sale agreement.

As part of the investigation of purchase as an option, the ACRL Boar proposes to expend a sum of approximately $25,000 to conduct a feasibility study of the Acheson House property. Specifically, this would consist of the following:

· Obtain architectural specifications for build-out of Acheson House property (CHOICE/ACRL)
· Obtain build-out cost estimates (CHOICE/ACRL)
· Identify most likely financing options and costs (CHOICE/ACRL with ALA assistance)
· Identify ongoing maintenance requirements and estimate of costs. (CHOICE/ACRL)
· Establish criteria for go/no-go decision (CHOICE/ACRL with ALA assistance)
· Reach go/no-go decision based on final analysis of costs and predetermined criteria (CHOICE/ACRL with ALA input)
· If go, submit offer on property (ALA with CHOICE/ACRL input)
· If offer accepted, negotiate and enter into Purchase & Sale agreement with appropriate contingencies, e.g. appraisal, financing, etc. (ALA with CHOICE/ACRL input)
· Bring final Purchase & Sale agreement and financial analyses thereof to appropriate ACRL and ALA bodies for approval (ACRL and ALA)
Appendix A
Description of Potential Property
· Name: Acheson House

· Current owner: Wesleyan University

· Address: 356 Washington Street, Middletown, CT 06457

· Current use: Student residence hall (19 residents)

· Former use: Home office for Weekly Reader
· Available for purchase: June 2006

· Location: Immediately across the street from Northwest corner of Wesleyan University campus corner.

· Distance from current CHOICE office: Approximately 1 mile

· Estimated size: 6,800 square feet on 2 main floors plus basement and attic storage space; current estimates are that this space will be sufficient to accommodate current CHOICE staff (25 people; 22.4 FTE’s) and also provide much needed conference/meeting room space.

· Outbuildings: 1,300 square foot “carriage house” (currently used for office space)

· Lot: 1.33 acres

· Parking capacity: 20-25 vehicles, paved lot

· Date of construction: 19th century, exact date currently unknown, estimates range from 1850’s to 1890’s

· Exterior: stucco

· Roof: slate

· Apparent condition of building shell: excellent

· Accessibility: Not currently accessible; required build-out expenses would include installation of entrance ramps and elevator

· Estimated purchase price: $850,000

· Estimated build-out costs: $400,000-$500,000 (These are very rough pencil and paper estimates.)

· Estimated build-out interval: 6-8 months
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