SHFPD SUMMARY ANALYSIS OF EMERGENCY CENTER FINANCIAL VALUE

INTRODUCTION

	At the Community Meeting held on April 6, 2014, the Sleepy Hollow fire Protection District (SHFPD) presented a preliminary financial analysis of the value of Sleepy Hollow Community Center Project (the Project) to the SHFPD.  A portion of this information is available on our website (www.shfpd.org) by viewing  Slide Nos. 35-38 in the “Presentation From Special Meeting, April 6, 2014”, the link to which is in the box on the left side of our homepage.  

	In the weeks since the Community Meeting, we have continued to work with real estate professionals and others to evaluate Project costs, the participants' respective contributions to the Project, the anticipated leasehold value of the Project now and in the future, the public safety benefits to the community, and an analysis of possible alternative sites.  

	The specific terms of a potential capital lease agreement with the Sleepy Hollow Homes Association (SHHA) will not be known unless and until we have made a decision to enter into formal negotiations with SHHA and reached a definitive agreement.  Any agreements reached with SHHA will be available for review by the public and will require a vote by the SHFPD Board at a publicly noticed meeting.

PROJECT COSTS

	As currently envisioned, the overall value of the completed Project is estimated to be approximately $4 million, including land value and construction costs.  The construction costs are estimated to be $2.5 million.  Exact construction cost estimates will not be known until construction plans are created and the Project is put out to bid.

SHARED CONTRIBUTIONS

	Of the total required contributions needed to realize the Project, the SHHA’s shared is estimated to be $2 million.  This includes an estimated $1.5 million in land and existing site infrastructure owned by the SHHA, plus a $500,000 cash contribution from District residents’ donations to the Sleepy Hollow Charitable Foundation (SHCF).  If approved, the maximum cash contribution by SHFPD would be $2 million and would be subject to customary and Project-specific legal terms and conditions

SHFPD VALUE RECEIVED

 A.	Value to SHFPD of Non-Emergency Uses

	Local commercial real estate experts have prepared the following estimates of the leasehold value of the areas of the community center that will be allocated exclusively to the SHFPD:

	A1.	Present Value of Office and Storage Space Uses

	Four different “present value” analyses were created. (Present value is the current worth of a future sum of money or stream of cash flows given a specified rate of return.)  These include analyses utilizing a 480-month, or 40-year, rental term, and a 720-month, or 60-year, rental term for comparison purposes.  (The community center is now approximately 60 years old and has reached the end of its useful life.  Thus, the proposed duration of the SHFPD’s capital lease is 60 years.)  The present value analyses assume yields on bellwether 30-year U.S. Treasury bonds of 3.38% and 4.00% (Four percent was assumed in our previous analysis.  The higher the yields on U.S. Treasury bonds, the better the economic outlook.  Hence, we have added a separate analysis assuming today’s lower 3.88% yield.)

	The estimated monthly rent for comparable office space in the local market at current rates would be $1,230 for (i) the proposed 432 square feet (SF) of office and communications equipment space, (ii) the 132SF of storage space, and (iii) the 450SF of land area for the proposed emergency generator, fuel tank, and water tank (collectively, the Leased Premises).  Assuming 3% annual rent increases per the Consumer Price Index (CPI) (i.e., a 15% increase in the rental rate every 5 years), the 40- and 60-year lease terms generate the following present values of the Leased Premises: 

	 30-Year Treasury Yield
	40 Years
	60 Years

	3.38%
	$1,377,113
	$2,997,519

	4.00%
	$1,252,711
	$2,653,181



	A2.	Present Value of Meeting and Training Space Use to SHFPD

	The SHFPD currently has a Rental Agreement with SHHA for use of its facilities for meeting and training space only.  The current fixed rental rate for the Agreement’s five-year term is $20,000.  Using the same 3% annual CPI escalation, the following would be our projected costs if the current Rental Agreement were to be similarly extended to the prospective 40- and 60-year terms: 



	A3.	Value of Emergency Power and Water Facilities

	The present values of the Leased Premises are based on current rental rates for comparable office space in the local market. Those values are increased by the presence of proposed on-demand emergency power and water for the duration of the 60-year term.  Although the exact amounts will not be determined until construction bids are received, our estimate of the combined price – and therefore the added value -- of an installed on-site back-up generator, fuel tank, and large water tank and pumps is not less than $250,000.

	A4.	Intangible Value of Leasehold Interest 

	In addition to the tangible values of office space, storage space, meeting/training space, and emergency power and water facilities, the SHFPD’s proposed presence at the site delivers substantial intangible value for the SHFPD and the community.  This intangible value is incapable of being created and sustained under the SHFPD’s historically low-profile, bare-bones, de-centralized operation.  

	By consolidating all of the SHFPD’s activities at the community center – including  regular education and training activities – the public will be reminded daily of the importance of emergency preparedness, the availability of critical resources, and the District’s role in sponsoring and coordinating such activities.  The District’s ability to consistently engage and mobilize citizens will help to foster self-sufficiency at the neighborhood residential level, which translates into the “peace of mind” and community confidence that is crucial in preparing for and recovering from future emergencies.  These citizen-centered activities will, in turn, attract and sustain community participation at levels that are not currently possible.  This is vital to sustaining the community awareness essential to overall public safety.

	A 60-year capital lease enabling the District’s permanent, conspicuous presence will ensure public awareness, organizational efficiency, and allow residents to leverage District resources. Centralizing constituent services at the community center reinforces residents’ consciousness of the importance of readiness, vigilance, and educational opportunities.  These intangible values, while not readily quantifiable, add to the value of the leasehold interest.    

B.	Value to SHFPD of Emergency Uses

	We also believe that there is substantial intangible value to having unrestricted access to a centrally-located, immediately available facility equipped with back-up power, water, and supplies that could be used for emergency evacuation or shelter.  In the event of an emergency, the site would serve as an ideal focal point for the organization and deployment of community preparedness teams and the supplies, infrastructure, and communications resources needed to manage them, as well as to provide vital information to the community.  The new emergency infrastructure at the community center would facilitate the creation of a far better and more comprehensive community preparedness system than identifying an empty school site as “the place you can go if something happens after the kids have left.”  The intangible value of such emergency use is likewise difficult to isolate and measure but represents substantial value to the SHFPD and the community.

 TOTAL FINANCIAL VALUE

	Exclusive of the intangible value of a community center designed with integrated public safety components, and assuming a building life expectancy of 60 years, the District’s leasehold interest generates an estimated financial value of $3,827,552, well in excess of the up to $2 million that the SHFPD is considering committing to the Project:

Office and Storage Space			$2,997,519
Meeting and Training Space			$   580,033  	
Emergency Power and Water			$   250,000

Total							$3,827,552  not including intangible 									          values 

TOTAL PUBLIC SAFETY VALUE 

	For the foregoing reasons, we believe that the total “public safety value” of the Project to the SHFPD and residents for non-emergency and emergency uses exceeds $4 million.


COMPARISON OF OTHER SITES

	Could the SHFPD realize the same total public safety value at a lower cost by locating at an alternative site?  Assuming that suitable alternative sites are available, the answer might be “yes”. However, no such sites exist within the District.

	In order for the SHFPD to obtain the cost-effective functionality that the Project provides but at a site other than the community center parcel, the following considerations must be addressed:
  
· The alternative site must be an empty, flat, and level lot, one-half acre or larger, on or near Butterfield Road, with suitable access, parking, and utilities.  Even a causal drive around the District reveals that no such parcels exist.  Currently, one empty, flat parcel exists (33 Fawn Drive), but the lot is too small to accommodate a building containing offices, storage space, meeting/training space, back-up capabilities, and shelter resources.
  
· If the SHFPD were to seek to acquire a suitable improved property and demolish any existing residence and other structures so as to allow construction of a building having office and storage space, back-up capabilities, and shelter resources, the land acquisition costs alone would likely be prohibitive.  For example, 140 Fawn Drive, a mostly flat, 1.5 acre parcel, sold in July 2012 for $1,650,000, primarily for its land value.  The existing residence was demolished and a new home is being constructed.  Homes on flat lots in central Sleepy Hollow typically sell for well in excess of $1.5 million.  In the unlikely event that the SHFPD was able to acquire such a property, the acquisition, demolition, and construction costs would consume a substantial portion of the SHFPD’s reserves, leaving fewer reserves available to address other current and future District needs.  

· Assuming that a suitable site and a willing seller exist, and that the property could be acquired at a non-prohibitive cost, the adjacent neighbors and others would be very unlikely to tolerate a relatively large-scale non-residential use next-door, not to mention a lengthy construction project to build it.  

· Even assuming that neighbors would tolerate a large non-residential use, such a facility would unnecessarily duplicate existing community center facilities.
[bookmark: _GoBack]	Our conclusion is that the community center site provides the “best fit” in environmental terms, community involvement, and high-quality, sustainable development – it is centrally located, requires no change in its historical use, and would involve the reconstruction of an existing facility.  No comparable site currently exists and it is not within the SHFPD’s control to create feasible alternative sites.  
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Year  Lease Amount Sub totals

1 $20,000

6 $23,000

11 $26,450

16 $30,418

21 $34,980

26 $40,227

31 $46,261

36 $53,200 $274,536 40 year

41 $61,180

46 $70,358

51 $80,911

56 $93,048 $580,033 60 year
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