Item 8

Property & Public Lands Committee meeting

January 28, 2025

City Council chambers

Time commenced: 5:30pm

Time ended: 6:10pm

Attending: Michael V. Frett (Chair); Councilor Lauren McPherson; Councilor Ben Coolidge
Gagnon; Christopher Devlin; Julia Sheridan; Avery Day

Following a referral from the full City Council, at its January 13, 2025 meeting,
the Committee met to discuss the terms of a lease renewal from the Cronin Square
Condominium. Prior to its meeting, Committee members received copies of all
documents delivered and believed relevant to this matter. The Chair, with
agreement from Committee members, outlined the primary issues for
consideration as, the requested length for the lease and its annual fee.

To ensure the absence of any heretofore unknown issues regarding the lease's
sufficiency, the Chair invited comment from Committee members. Each, in turn,
indicated they did not find any issues regarding the lease, other than the ones
known. The Chair was in agreement.

Next, the Committee considered the requested length for the lease, which was 25
years. Councilors Gagnon and McPherson suggested a lease period of 15 years.
The Chair offered a consideration for a 25 year lease, with an escalation clause at
15 years. Condo representative, Christopher Devlin introduced background
information on Ground Leases (SEE: Attached Item #5) by way of support for a
25 year lease. A discussion followed, regarding the history of the lease in
question, the parking building itself, and the otherwise limited uses for the lot on
which it sits. In the end, Councilor Gagnon suggested we consider a 15 year lease
term, with an option for a 10 year renewal/extension which, after brief comments,
was unanimously supported by the Committee.



The final issue for the Committee's consideration was the annual lease fee. The
Chair shared a fact-based assessment of Hallowell taxes, assigned to land
containing parking spaces, similar to those in the condominium. The document,
(SEE: Attached Item #6) is the work of City Councilor Scott Cooper, produced for
this Committee. While Councilor Scott's document suggested a fee of $583.50,
Councilor Gagnon proposed that the Committee recommend an annual fee of
$500. That recommendation was supported unanimously.

The Committee then entertained further comment from Condo representatives.
Issues brought up included: association monthly dues; additional costs to condo
members who use the parking structure; and acknowledgement that all other lease
clauses would remain the same. The Chair clarified that, although of importance
to the condo association, those matters were not before the Committee for
clarification or resolution. The condo representatives were invited to attend the
City Council's February 10™ meeting and, if it still chose, to present those issues
for consideration.

The meeting was then adjourned at 6:10pm.

Respectfully submitted,
Michael V. Frett, Chair
Property & Public Lands Committee



City of Hallowell

Property & Public Lands Committee
January 28, 2025

City Council Chamber

Present Committee Members:
Councilor Michael Frett (Chair),
Councilor Lauren McPherson,
Councilor Benjamin Coolidge Gagnhon

Minutes

5:30pm call to order by Chair Frett

e CRONIN SQUARE CONDO ASSOCIATION (CSCA) PARKING BUILDING LEASE

@)
@)

o

Two main questions are length of lease and any additional payment/fee
Chair Frett possibility of inserting an escalation clause into the lease
CSCA rep gives some context around common ground leases:
m 99 year ground leases are commonplace: i.e. 55 Danforth in Portland,
Hannaford ground leases
History of lease in question according to CSCA: 2nd street needed development;
City said if condo association builds housing, City will lease the parking land so
that owners can have parking
m The lot is not otherwise super usable according to CSCA rep
(Christopher)
m CSCA put in the investment and continues maintenance costs into the
land
Julia (CSCA president): 5 units, “people of ordinary means”
Councilor McPherson: Should we insert an escalation clause or suggest a
shorter lease?
Councilor Gagnon proposes a 15 year lease term with an option for a 10 year
renewal/extension
m  Supported unanimously

Additional payment/annual fee
m Chair Frett frames the facts: Councilor Scott Cooper looked at other
parking lots within the city and came up with what the city would have
charged for taxes for the land if privately owned based on an unweighted
average of $583.50.
Councilor Gagnon proposes an annual fee of $500. This is in addition to the
taxes CSCA pays annually.
m  Supported unanimously



o Christopher @CSCA: Will bring these new terms back to the condo owners and
gather their thinking/feedback.
o Councilor Gagnon asks for info on current condo dues structure
m Per CSCA, association dues are $250 per month; there is an additional
around $20 per month fee for those who use parking structure (CSCA will
come with exact figure at 2/10/25 Council meeting)
o The Recreation clause in the lease would remain in place, as well as all other
aspects of the lease.
o CSCA will come to 2/10/25 Council meeting with feedback from 1/29/25 condo
association meeting.

Meeting adjourned at 6:10pm



Cronin Square Condominium Association
116-118 Second Street
Hallowell, Maine 04347

November 26, 2024

City of Hallowell

City Council/Property and Public Lands Committee
1 Winthrop Street

Hallowell, Maine 04347

Re: Parking Lease with the City of Hallowell
Ladies and Gentlemen:

We are all of the unit owners in the Cronin Square Condominium at 116-118 Second Street. We are writing about the
extension of the Condominium Association’s lease with the City, which was an item on the Council meeting agenda for
November 12, 2024.

The leased land is improved with a parking structure constructed and maintained at the expense of the Association,
containing five parking bays. Three of the five units depend entirely on the structure for parking and a fourth uses the
structure. No year-round street parking is available in the vicinity of 116-118 Second Street.

The original parking lease was entered into in 1983, with a maximum term (including extensions) ending in 2043. The
lease extensions were apparently not exercised, as a new site lease was entered into in December, 2000. The original
provision of parking was intended partly to promote the rehabilitation of the historic buildings constituting the
Condominium (see Kennebec County Registry Book 2617, Page 175, reciting City desire of “encouraging the restoration
and economic redevelopment of...Second Street”).

The original arrangements contemplated municipal recreational use of the parcel. The nature of this use is unclear, but
has not been asserted in recent memory. The Association has never objected to such use.

In addition to having constructed the structure, the Association maintains and insures it, pays taxes on it, and has further
kept the other Condominium buildings and grounds in good repair, including full exterior repainting of the 116 Second
Street building in 2023. The City has, thus, attained its restoration goal, and the Association has upheld its obligations
under the lease.

All of the current residents of the Condominium acquired their units long after the lease arrangements were made and
some were unaware of the lease. The current use has continued for over forty years, and is relied on by unit owners. A
disruption of the lease arrangements will cause hardship both for the unity owners and for the neighborhood: unit
owners lack resources to purchase the lot or to pay a large rent (most units are small, in the 800-900 sf range), and loss
of parking will detract from unit value and ability to sell, and create more crowding of public parking facilities.

For the foregoing reasons, we request the City Council to approve the extension of the parking lease on substantially the
terms put before the Council on November 12.

Respectfully,
Kathryn and Adrian Tew (Unit #1) Priscilla Milnes (Unit #4)
Nathan Collins and Ingrid Fleming (Unit #2) Chelsea Leeman (Unit #5)

Christopher Devlin and Julia Sheridan (Unit #3)



Attachment A - Proposed Lease

EXTENSION OF COMMERCIAL LEASE
This Extension of Commercial Lease (“Extension”) is made on the last date indicated
below by and between the City of Hallowell, a municipal corporation under the laws of the State

of Maine (“City”) and Cronin Square Condominium Association, a non-profit corporation
under the laws of the State of Maine (“Lessee”).

WHEREAS, the City and Lessee entered into that certain Commercial Lease, dated
December 11, 2000;

WHEREAS, said Commercial Lease will expire on December 11, 2025;

WHEREAS, the City and Lessee wish to extend said Commercial Lease under
substantially similar terms; and

WHEREAS, the City and Lessee wish to reduce the terms of said extension to writing;

NOW THEREFORE, for valuable consideration, the receipt and sufficiency is hereby
acknowledged, the City and Lessee agree as follows:

1. Notwithstanding Section 2 of the Commercial Lease, the Lease Term of the Commercial
Lease is hereby extended to December 11, 2050.

2. Notwithstanding Section 13(e) of the Commercial Lease, a Memorandum of Lease,
similar in form and substance to Exhibit A, shall be recorded by Lessee in the Kennebec
County Registry of Deeds.

3. The remainder of the Commercial Lease is unchanged by this Extension.

IN WITNESS WHEREOF, the City and Lessee hereby execute this Extension as an
instrument under seal as of the last date indicated below.

LESSEE CRONIN SQUARE CONDOMINIUM
ASSOCIATION

Dated:

Julia Sheridan, President
CITY CITY OF HALLOWELL

Dated:

Gary Lamb, City Manager



Exhibit A

MEMORANDUM OF LEASE

The CITY OF HALLOWELL, a municipal corporation under the laws of the State of Maine,
does hereby lease, demise, and let unto CRONIN SQUARE CONDOMINIUM
ASSOCIATION, a non-profit corporation under the laws of the State of Maine, with a mailing
address of 116 Second Street, Unit 3, Hallowell, ME 04347 the following premises:

All of the property shown as Lot 165 of Map 9 of the Tax Maps of the City of Hallowell, being a
corner lot having approximately 51 feet frontage on Second Street and 87 feet frontage on Union
Street and which is more particularly described in the Tax Collector’s Lien Certificate, dated
May 28, 1965, and recorded in the Kennebec County Registry of Deeds in Book 1381, Page 397
(the “Leased Premises”), and a parking garage of approximately 1,600 square feet thereon.
Subject to a reservation to the City of Hallowell of the open area between Second Street and a
line that is three feet from and parallel to the garage located on said parcel of land.

Said lease commenced on December 11, 2000, and will terminate on December 11, 2050, unless
otherwise terminated by the City of Hallowell or Cronin Square Condominium Association
pursuant to the terms of the lease. Said lease is not subject to any further renewal or extension
periods. Said lease contains no option to purchase real property or transfer of title to the same.

IN WITNESS WHEREOF, Gary Lamb, the duly authorized City Manager of the City of
Hallowell has hereunto executed this Memorandum of Lease in his said capacity this day of
, 2024,

LESSOR CITY OF HALLOWELL

By: Gary Lamb
Its: Duly Authorized City Manager

STATE OF MAINE
KENNEBEC, SS. , 2024

Personally appeared the above-named Gary Lamb, the duly authorized City Manager of the City
of Hallowell, and acknowledged the foregoing instrument to be his free act and deed in his said
capacity and the free act and deed of the City of Hallowell.

Before me,

Notary Public / Maine Attorney
Printed Name:
My Commission Expires:



Exhibit A

IN WITNESS WHEREOF, Julia Sheridan, the duly authorized President of the Cronin Square
Condominium Association has hereunto executed this Memorandum of Lease in her said
capacity this day of , 2024.

LESSEE CRONIN SQUARE CONDOMINIUM
ASSOCIATION

By: Julia Sheridan
Its: Duly Authorized President

STATE OF MAINE
KENNEBEC, SS. , 2024

Personally appeared the above-named Julia Sheridan, the duly authorized President of the Cronin
Square Condominium Association, and acknowledged the foregoing instrument to be her free act
and deed in her said capacity and the free act and deed of the Cornin Square Condominium

Association.
Before me,

Notary Public / Maine Attorney
Printed Name:
My Commission Expires:



Attachment B - Current Lease

COMMERCIAL LEASE

LEASE AGREEMENT, made this 11" day of December, 2000, by and between
CITY OF HALLOWELL, a municipal corporation under the laws of the State of Maine
(hereinafter referred to as "City"), and Cronin Square Condominium Association,
P.O.Box 288, of Hallowell, Maine, (hereinafter referred to as "Lessee").

WITNESSETH:

l. Leased Premises. In consideration of the rent to be paid by Lessee and
subject to the terms and conditions set forth herein, City leases to Lessee, the following
described premises.

All of the property shown as Lot 165 of Map 9 of the Tax :Maps of the City of
Hallowell, being a comer lot having approximately 51 feet frontage on Second Street and
87 feet frontage on Union Street (the "Leased Premises"), arid a parking garage of
approximately 1600 square feet thereon (the "Garage™) and all appurtenant easements
thereto, subject to the reservation of the Citystated in Section 5.

2. Commencement and Term. The term of the Lease shall commence on
December 11, 2000, and shall continue for a period of twenty-five (25) years, unless
earlier terminated by mutual agreement of the parties or as otherwise provided in this
Lease (the "Lease Tenn™).

3. Rent. Lessee covenants and agrees to pay to City during the Lease Tenn, a
total rental amount of Five Dollars, ($5.00) in advance of the Lease Tenn and such
additional rent that may be payable.

4. Taxes. Lessee covenants to pay to City all unpaid taxes on the Leased
Premises prior to the commencement of the Lease Tenn, and thereafter during the Lease
Term, to pay all taxes assessed upon the entire Leased Premises as they become due.

5. Reservation of Rights by City.

Notwithstanding Sections 1 and 2 herein, the City reserves to itself for public
recreation purposes, all of the open area between Second Street and a line that is three
feet from and parallel to the Garage, as shown on Exhibit A attached hereto. To the
extent such property is exempt from real estate taxes, the Lessee's obligation to pay taxes
thereon under Section 4, shall be considered additional rent.

6. Holdover. If the Lessee continues to occupy the Leased Premises at the
completion of the Lease Term, such continued occupancy shall be deemed a tenancy-at-
will under all the terms and conditions stated herein and shall be subject to an additional
rental of One Hundred Dollars, ($100.00) per month, or any part thereof, until Lessee & Qj@
shall vacate the Leased Premises or Landlord terminates the tenancy. \\
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7. Utilities. During the Lease Term Lessee covenants and agrees to pay the
cost of all utility service provided to or for the Garage.

8. Hazard Insurance. Lessee agrees to maintain during the term hereof a
policy of insurance insuring the Garage against loss or damage by fire and other perils
under extended coverage in the sum of not less than eighty percent (80%) of the insurable
value of the Leased Premises for the benefit, as its interest may appear, of the City, its
successors and assigns, in such form and with such insurance companies as City shall
approve. Lessee agrees to provide to City, on the date hereof and annually thereafter, a
-copy-uf each such insurance policy so designating City's interest, as such policy isthen in
effect. City and Lessee agree that to the-extent Lessee has an insurable interest in the
Leased Premises, Lessee may obtain and maintain, at its own expense and for its own
benefit, a policy of insurance insuring said interest.

9. Repair and Maintenance. Lessee agrees that until the end of the Lease
Term, it will keep the Garage neat and clean and maintain in good order, condition and
repair, and in compliance with all federal, state and local statutes, ordinances, rules and
regulations currently in effect or hereinafter enacted, all portions of the Leased Premises
and any and all alterations or improvements made by Lessee pursuant to Paragraph 10
below. Lessee shall be responsible for all structural repairs on the Garage. All
maintenance on or to the Garage shall be Lessee's sole responsibility and expense.

10.  Alterations, Renovations and Improvements. Lessee shall have the right,
upon prior written consent of City, which .consent shall not be unreasonably withheld, to

make such alteration, renovations and improvements to the Garage as are necessary or
desirable for Lessee's use of the Leased Premises as authorized herein, provided however,
that Lessee shall perform such alterations, renovations and improvements in a good,
workmanlike and reasonable manner, and shall not change the size or area of the existing
structure on the Leased Premises. And provided further that Lessee shall indenmify and
hold City harmless from and against all claims, demands, costs and mechanic's liens
-which may arise as a direct or indirect result of or in connection with such alterations,
renovations and improvements. Lessee shall not place any signs or displays on or in the
Leased Premises or any windows therein which signs or displays are visible from outside
of the Building. At the expiration of or upon termination of the Lease Term, all
alterations, renovations and improvements, other than those items which constitute
fixtures and which are disposed of in accordance with Paragraph 10 below, shall
automatically become the property of City without payment or other reimbursement
therefor by City to Lessee.

11.  Eixtures. All Fixtures erected on and/or attached to the Leased Premises by
Lessee other than those items referred to in Paragraph 9 above, may be removed by
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Lessee at the termination of this Lease, provided (a) Lessee shall not then be in default in
the performance of any of its obligations under this Lease, (b) such removal shall not
permanently or substantially damage any portion of the Leased Premises as they existed
prior to the commencement of the Lease Term, and (c) such removal shall be made
before the expiration of the Lease Term.

12.  Subletting and Assignment. Lessee shall not be entitled to assign this
Lease or to sublet the Leased Premises or any portion thereof, without prior written
consent of City, which may not be umeasonably withheld. Lessee may permit its
members to park in the Garage, provided such use is covered under Lessee's insurance
policies required under paragraphs 8 and 13 herein.

13. . Indemnification and Liability Insurance.

(@)  Lessee agrees to indemnify, protect and hold City harmless from and
against all liabilities, injuries, claims, losses, or damages to persons or property occurring
or arising on or about the Garage, during the Lease Term, which liabilities, losses or
damages arise as a result of Lessee's use, misuse or occupation of the Leased Premises or
any part therefore, except to the extent that said liabilities, losses or damages are the
result of negligence or willful misconduct of City, its agents or employees.

(b)  City agrees to indemnify and hold Lessee harmless from and against all
liabilities, injuries, claims, losses, or damages to persons or property occurring on or
about that portion of the Leased Premises reserved to City for public recreation purposes
under Section 5, except to the extent that said liabilities, losses or damages are the result
of negligence or willful misconduct of the Lessee or any of its members.

(c)  Lessee agrees to maintain in full force during the term hereof a policy of
public liability and property damage insurance under which City and Lessee are named as
insured, in such amounts as are acceptable to City.

(d)  Lessee agrees and covenants that it shall not contest or seek abatement of
any real estate fax assessed against the Leased Premises.

(e)  This Lease may not be recorded in the Registry of Deeds without the
express written consent of the City.



14.  Use and Business Operation.

Lessee agrees to use and occupy the Leased Premises for the purpose of the
parking of vehicles within the parking garage incidental to the use of Lessee's adjacent
property and for no other object or purpose without the written consent of City, and
further agrees not to use the Leased Premises for any purpose deemed extra hazardous or
not covered by insurance in force. Further, Lessee agrees not to place a load upon the
roof /deck of the structure on the Leased Premises which, considering the age, condition,
and layout of the structure, isexcessive.

15. Total or Partial Destruction.

(@) .Ifthe Garage shall be damaged or destroyed by a fire or casualty rendering
the Leased Premises untenantable, in whole or in part, Lessee shali have the right, to be
exercised by notice in writing delivered to the other party within thirty (30) days from
and after the occurrence of said damage or destruction, to cancel this Lease, said
cancellation to take effect thirty (30) days from and after the delivery of such notice, and
in such event this Lease and the tenancy hereby created shall cease as of the aforesaid
cancellation date, the rent to be adjusted as of the date of delivery of said notice. In no
event shall City be obligated to expend for any repairs, restoration or reconstruction
pursuant to this Paragraph 14 an amount in excess of the insurance proceeds recovered by
it under paragraph 7 herein and allocable to the damage to the Garage, after deduction
therefrom of City's reasonable expenses, if any, in obtaining such proceeds.

(b)  Lessee, at Lessee's expense, shall perform all other repairs or restoration,
and shall promptly re-enter the Garage in accordance with the provisions of this Lease.
City shall not be liable to Lessee for any loss in business revenues sustained by Lessee as
a result of said repair, restoration or reconstruction.

(c)  Notwithstanding anything set forth herein to the contrary, Lessee shall be
responsible for all repairs and replacements of damage and/or destruction of the Leased
Premises necessitated by burglary or attempted burglary, or any other illegal or forcible
entry into the Leased Premises, which damage and/or destruction is the direct and
immediate result of an actual or attempted illegal or forcible entry into the Garage.

16. City's Remedies.

@ It is covenanted and agreed that if Lessee shall neglect or fail to perform or
observe, or fail or neglect diligently to attempt to so perform or observe, any of the
covenants, terms, provisions or conditions contained in their Lease and on its part to be
performed or observed within fifteen (15) days after written notice of default, or if the
estate hereby created shall be taken on execution or by other process of law, or if a 0@%@}@‘
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voluntary petition in bankruptcy shall be filed by or against Lessee, or if any assignment
shall be made of the property of Lessee for the benefit of creditors, or if a receiver,
guardian, conservator, trustee in involuntary bankruptcy or other similar officer shall be
appointed by court of competent jurisdiction to take charge of all or any substantial part
of Lessee's property, or if involuntary petition shall be filed against Lessee under any
provisions of the Bankruptcy Code and such proceeding is not dismissed within sixty
(60) days after it is begun, then, and in any of said cases (notwithstanding any license of
any former breach of covenant or waiver of the benefit hereof or consent in a former
instance), City lawfully may, immediately or at any time thereafter, in accordance with
law, enter into and upon the Leased Premises and repossess the same as of its former
estate, and expel Lessee and those claiming through or under it !,Ind remove it or their
effects without being deemed guilty of any manner of trespass, and without prejudice to
any remedies-which might otherwise be used for collection of damages for breach of
covenant, and upon entry as aforesaid, this Lease shali terminate.

(b)  Neither party shall be in default in the performance of any of its obligations
hereunder unless and until the party shall have failed to perform, or failed diligently to
attempt to perform, such obligations within thirty (30) days or such additional time as is
reasonably required to correct any such default after notice properly specifying wherein
the other party has failed to perform any suchobligation.

17.  Attorneys Fees. In the event either party defaults in any manner pursuant to
the terms of this Lease, it agrees to pay all reasonable costs, attorneys fees and expenses
that shall be made and incurred by the other party in enforcing the terms of this Lease.

18. Notices. All notices required to be given pursuant to this Lease, to be
effective, shall be in writing and shall be delivered by hand or by certified mail, postage
prepaid, return receipt requested, to the following address:

() To Lessee at:
Stephen E. F. Langsdorf, Esq.
Preti Flaherty Beliveau Pachios & Haley, LLC
45 Memorial Circle
P. 0. Box 1058
Augusta, Maine 04332-1058

(i)  To City at:
City of Hallowell
Attn: City Manager

1 Winthrop Street 6%
%

Hallowell, Maine 04347

yyyyyyyy




19. Miscellaneous Provisions.

(@) Invalidity of Particular Provisions. If any term or provision of this Lease,
or the application thereof to any person or circumstance shall, to any extent, be invalid or
unenforceable, the remainder of this Lease, or the application of such term or provision to
persons or circumstances other than those as to which it is held invalid or unenforceable,
shall not be affected thereby, and each term and provision ofthis Lease shall be valid and
be enforced to the fullest extent permitted by law.

(b)  Governing Law. This Lease shall be governed exclusively by the provisions
hereof and by the laws in effect ir{the State of Maine as those laws may be amended from
time to time.

(c)  Paragraph Headings. The Paragraph headings throughout this instrument
are for convenience and reference only, and the words contained therein shall in not way
be held to explain, modify, amplify, or aid in the interpretation, construction, or meaning
of the provisions of this Lease.

(d) Interpretation. Whenever in this Lease provision is made for the doingof
any act by any party, it is understood and agreed that said that said act shall be done by
such party at its own cost and expense, unless a contrary intentis expressed.

(e)  Entire Agreement; Binding Effect. All negotiations, considerations,
representations, and understandings between City and Lessee are incorporated herein and

may be modified or altered only by agreement in writing between City and Lessee, and
no act or omission of any employee or agent of City shall alter, change, or modify any of.
the provisions hereof. All rights, obligations and liabilities contained herein given to or
by, or imposed upon or by City, Lessee, or any guarantor, shall extend to and bind the
several respective administrators, trustees, receivers, legal representatives, successors,
heirs and permitted assigns of City, Lessee, or guarantor and if there shall be more than
one.Lessee or guarantor, they shall all be bound jointly and severally by the terms,
covenants and agreements herein.

(M Compliance with Laws. Lessee agrees to abide by and comply with all
federal, state and local statutes, ordinances, rules and regulations applicable to Lessee's
use of the Leased Premises.

g%\\\:‘\"\



IN WITNESS WHEREOF, City and Lessee have executed this Lease Agreement
as an instrument under seal as of the day and year firstabove-written.

WITNESS CRONINSQUARECONDOMJINIUM
ASSOCIATION, Lessee

11 .Yy

Carolyn Klanson, its President

CITY<,: HAL WELL

el Bl

Its Ci anager, duly
Autho -zed

The undersigned members of the Cronin Square Condominium Association,
Lessee herein, in their individual capacities, hereby unconditionally guarantee the prompt
payment to the City of all rents, taxes, and other obligations of any nature arising under
this Lease. The obligations of the undersigned guarantors shall be joint and several, and
shall continue until all obligations of Lessee under the Lease have been performed. The
release of any guarantor from the liability hereby assumed can only be made by the City
in writing and shall not affect or limit the liability of the Lessee or any other guarantor.

Witness: Members:

%I/mf)ﬂ'mﬁ/m

% J’fj “m /M




Hallowell City of Hallowell Attachment C - Tax Information
12:19 PM Tax Information Sheet
As of: 01/10/2025

Account: 626 Name: CRONIN SQUARE CONDO ASSOCIATION & C/O JUDY BROOKS
Location: 116 SECOND ST GARAGE FOR
Map and Lot: 009-164-00D Sale Date: 09/27/2007
Deed Reference: B7585P192 07/21/2003 Sale Price: $0
Land: 0 Total Acres: 0
Building: 47,300 Tree Growth: Soft: 0 Mixed:0 Hard: 0
Exempt 0 Farmland:
Total: 47,300 Open Space:
Zoning: 17 - DT
SFLA: 0
Amount Mill Rate
Last Billed : 2025-1 941.27 19.900
Previous Billed : 2024-1 792.92 23.050
There are no outstanding taxes.
Information Given By:
Title: 01/10/2025

All calculations are as of: 01/10/2025



Attachment D — Ground Lease Information

investopedia.com

What Is a Ground Lease? How It
Works, Advantages, and Example

Full Bio

9—-11 minutes

What Is a Ground Lease?

A ground lease is an agreement in which a tenant is permitted to
develop a piece of property during the lease period, after which the
land and all improvements are turned over to the property owner.

Key Takeaways

A ground lease is an agreement in which a tenant can develop
property during the lease period, after which it is turned over to the
property owner.,

Ground leases commonly take place between commercial
landlords, who typically lease land for 50 to 99 years to tenants
who construct buildings on the property.

Tenants who otherwise can't afford to buy land can build property
with a ground lease, while landlords get a steady income and
retain control over the use and development of their property.

How a Ground Lease Works



A ground lease indicates that improvements will be owned by the
property owner unless an exception is created and stipulates that
all relevant taxes incurred during the lease period will be paid by
the tenant. Because a ground lease allows the landlord to assume
all improvements once the lease term expires, the landlord may
sell the property at a higher rate. Ground leases are also often
called land leases, as landlords lease out the land only.

Although they are used primarily in commercial space, ground
leases differ greatly from other types of commercial leases, like
those found in shopping complexes and office buildings. These
other leases typically don't assign the lessee to take on
responsibility for the unit. Instead, these tenants are charged rent
in order to operate their businesses. A ground lease involves
leasing land for a long-term period—typically for 50 to 99 years—
to a tenant who constructs a building on the property.1

Tenants generally assume responsibility for all financial aspects of
a ground lease, including rent, taxes, construction, insurance, and
financing.

A 99-year lease is generally the longest possible lease term for a
piece of real estate property. It used to be the longest possible
under common law; however, 99-year leases continue to be
common but are no longer the longest possible under the law.

The ground lease defines who owns the land and who owns the

building and improvements on the property. Many landlords use
ground leases as a way to retain ownership of their property for
planning reasons, to avoid any capital gains, and to generate

income and revenue. Tenants generally assume responsibility for
any and all expenses. This includes construction, repairs,



renovations, improvements, taxes, insurance, and any financing
costs associated with the property.

Example of a Ground Lease

Ground leases are often used by franchises and big box stores, as
well as other commercial entities. The corporate headquarters will
normally purchase the land, and allow the tenant/developer to
construct and use the facility. There's a good chance that a
McDonald's, Starbucks, or Dunkin Donuts near you are bound by a
ground lease.

Many of Macy's stores are ground leased. Macy's owns the
buildings but still pays rent on the ground the building is on. As of
Jan. 28, 2023, Macy's reported long-term lease liabilities of $3
billion. This leased real estate includes small-format stores,
distribution centers, office space, and full-line stores.23

Some of the fundamentals of any ground lease should include:
Terms of the lease

Rights of both the landlord and tenant

Conditions on financing

Use provisions

Fees

Title insurance

Default
Subordinated vs. Unsubordinated Ground Leases

Ground lease tenants often finance improvements by taking on




debt. In a subordinated ground lease, the landlord agrees to a
lower priority of claims on the property in case the tenant defaults
on the loan for improvements. In other words, a subordinated
ground lease-landlord essentially allows for the property deed to
act as collateral in the case of tenant default on any improvement-
related loan.

For this type of ground lease, the landlord may negotiate higher
rent payments in return for the risk taken on in case of tenant
default. This may also benefit the landlord because constructing a
building on their land increases the value of their property.

In contrast, an unsubordinated ground lease lets the landlord
retain the top priority of claims on the property in case the tenant
defaults on the loan for improvements. Because the lender may
not take ownership of the land if the loan goes unpaid, loan
professionals may be hesitant to extend a mortgage for
improvements. Although the landlord retains ownership of the
property, they typically have to charge the tenant a lower amount
of rent.

Advantages and Disadvantages of a Ground Lease
A ground lease can benefit both the tenant and the landlord.
Tenant Benefits

The ground lease lets a tenant build on property in a prime
location they could not themselves purchase. For this reason,
large chain stores such as Whole Foods and Starbucks often
utilize ground leases in their corporate expansion plans.

A ground lease also does not require the tenant to have a down



payment for securing the land, as purchasing the property would
require. Therefore, less equity is involved in acquiring a ground
lease, which frees up cash for other purposes and improves the
yield on utilizing the land.1

Any rent paid on a ground lease may be deductible for state and
federal income taxes, meaning a reduction in the tenant's overall
tax burden.

Landlord Benefits

The landowner gains a steady stream of income from the tenant
while retaining ownership of the property. A ground lease typically
contains an escalation clause that guarantees increases in rent

and eviction rights that provide protection in case of default on rent
or other expenses.

There are also tax savings for a landlord who uses ground leases.
If they sell a property to a tenant outright, they will realize a gain
on the sale. By executing this type of lease, they avoid having to
report any gains. But there may be some tax implications on the
rent they receive.

Depending on the provisions put into the ground lease, a landlord
may also be able to retain some control over the property including
its use and how it is developed. This means the landlord can
approve or deny any changes to the land.

Tenant Disadvantages

Because landlords may require approval before any changes are
made, the tenant may encounter roadblocks in the use or
development of the property. As a result, there may be more



restrictions and less flexibility for the tenant.

Costs associated with the ground lease process may be higher
than if the tenant were to purchase a property outright. Rents,
taxes, improvements, permitting, as well as any wait times for
landlord approval, can all be costly.

Landlord Disadvantages

Landlords who don't put in the proper provisions and clauses in
their leases stand to lose control of tenants whose properties
undergo development. This is why it's always important for both
parties to have their leases reviewed before signing.

Depending on where the property is located, using a ground lease

may have higher tax implications for a landlord. Although they may
not realize a gain from a sale, rent is considered income. So rent is
taxed at the ordinary rate, which may increase the tax burden.

What Are the Disadvantages of a Ground Lease?

Some of the disadvantages of ground leases include the possibility
of property loss, loss of higher income due to market changes if
rent increases aren't built into the agreement, and tax drawbacks,
such as depreciation and other expenses that can't offset income.

Is a Ground Lease a Good Investment?

It can be. A ground lease lets a tenant build on property in a prime
location they could not themselves purchase. They can invest their
money in improving the property. On the other hand, a tenant may
face restrictions on what they can do with the property.



What Happens When a Ground Lease Expires?

Unless you or your landlord takes specific steps to end the
agreement under the lease, it will simply continue on exactly the
same terms. You do not need to do anything unless you receive a
notice from your landlord.

The Bottom Line

A ground lease is an agreement in which a tenant can develop
property during the lease period, after which it is turned over to the
property owner. Ground leases commonly take place between
commercial landlords, who typically lease land for 50 years to 99
years to tenants who construct buildings on the property.1

Tenants who otherwise can't afford to buy land can build property
with a ground lease, while landlords get a steady income and
retain control over the use and development of their property.

Lowest Cost To Trade

With Robinhood, you can buy, sell, and store cryptocurrencies like

Bitcoin, Ethereum, Dogecoin at the lowest costs in the U.S.

Explore diversified stock bundles at low market rates. Enjoy
industry-level security against breaches and 24/7 support, all while
becoming a better investor. Trade on your terms and with no
withdrawal fees and zero commissions on select trades. Join today
to claim your first free stock.




Attachment E — Letter from Councilor Cooper
Cronin Square

Scott Cooper

Fri 1/24/2025 9:05 AM

To:Mike Frett <ward2@hallowellmaine.org>; Ben Gagnon <Ward3@hallowellmaine.org>; Lauren McPherson
<ward5@hallowellmaine.org>;

Cc:Scott Cooper <AtLarge2@hallowelimaine.org>;

1 attachments (200 KB}

Cronin Square Land Assessment 2025.01.24.pdf;

Property Committee,

The Cronin Square land lease came up in discussion when Michael and | were at city hall yesterday
and | mentioned that | had looked at the assessed values of similar properties to get an idea of the
"value" assigned to land of this nature. | looked at the 3 parking areas owned by EMT Ventures
(former PUC properties on Second St), the Cotton Mill parking lot on Academy, two properties on the
same block and the separate driveway lot that Cronin Square owns that connects their parking
garage to Second St.

For the value, | had to divide the land that the parking garage is on in half as the other half of the lot is
used as a city park. This came out to 0.037 acres (same size as stated by Cronin Square) for the
land under the parking garage. | then used the assessed values on a per acre basis for all of the
other lots referenced.

| then looked at the potential tax liability if the city used average cost per acre, the median cost per
acre, and the actual Cronin Square Driveway cost per acre - $403.81, $380.06, $966.71 respectively.
The unweighted average of these 3 different methods is $583.53 per year in tax liability for the land
under the garage. This would be in addition to the $941.27 in taxes they pay on the parking garage
totaling, $1524.80 per year.

| think this is a valid method of determining value, it uses real information from like properties rather
than an arbitrary figure. This would also allow the city to provide a clear explanation on how the
value was arrived at.

That being said, this value does not address any fairness issue on the overall situation, the current
lease, or any obligations the city made in the past and/or should in the future. | will say that
something like this additional $583.53 would have my support in a motion.

Attached is a pdf of the spreadsheet | used to arrive at the numbers.

Scott A Cooper
Hallowell City Council
Councilor at Large
207-798-1815
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