PenMar Development Corporation

BOARD OF DIRECTORS

October 9, 2006
The regular monthly meeting of the PenMar Development Corporation (PMDC) Board of Directors was called to order at 7:33 a.m., October 9, 2006, at Lakeside Hall, Cascade, Maryland, by Chairman George G. B. Griffin.  In addition to Mr. Griffin, the following Board members were present:  Peggy S. Bushey, Mark R. DiLandro, John R. Hershey, III, 
Peter J. Kurz, Russell R. Marks, C. Michael Mason, Dr. Elizabeth M. Morgan, David M. Russo, George A. Stone, Philip J. Ulzheimer, William J. Wivell, and Michael S. Zampelli.  Ex officio members Robert C. Brennan and Timothy R. Troxell were also in attendance.   Chairman Griffin excused Board members Dr. John T. Simpson and Ronald Z. Sulchek from this meeting.
Opening Comments

Chairman Griffin welcomed everyone, noting the good attendance.  He referred to news articles about the conveyance of the property from the Army to PMDC and sale to Corporate 
Office Properties Trust, saying, “At last Fort Ritchie can become what we have been working for.”  He thanked Board members for working together to accomplish the transfer.  He offered special thanks to Merle Elliott for his wise counsel as leader of the negotiations with COPT, to Rich Rook and Pat Canby for their adroit support which kept us on course, to Suzanne Trobaugh and the maintenance staff who kept the fort in good condition, and to William Hofmann, Fort Ritchie Base Transition Office, for his dedicated liaison with the Army.  
Introduction of New Board Member
Mr. Griffin welcomed new Board member Peter J. Kurz, a longtime international banker 
and financial consultant, with experience in corporate and commercial banking.  He thanked 
Mr. Wivell and the other Washington County Commissioners for appointing Mr. Kurz and bringing the Board to full strength. 

Peter Kurz thanked the Chairman for his introduction, and said he looked forward to being part of the Board. 
For the record, the Chairman noted that Judge Urbina had lifted his injunction, and that both Role Models’ and Lemon/Biser’s attempts to further delay matters were rejected by the Court of Appeals.  
Approval of Minutes for September 11, 2006, Meeting 
The Chairman asked if there were any comments, additions or changes to the minutes of 
the September 11 meeting.   There were none.  Phil Ulzheimer moved that the Board approve the minutes.  He was seconded by Russ Marks, and the motion was approved unanimously.  

Executive Director’s Report

Leases
Rich Rook said that because COPT is now the property owner, lease contracts will need to be discussed with them.  Two companies are interested in leasing; one being Mid-Atlantic Utilities, a current tenant, which is requesting an extension of its lease through September 2008. COPT has agreed to that extension, with the understanding that it contain a 90-day cancellation clause, and a slight increase in rent.  Historical Entertainment has asked to lease Building 124 at a reduced rate, because the building is severely deteriorated.  
Mr. Rook reported that COPT wants PMDC continue to manage the entire property through the end of the calendar year, with terms to be worked out over the next 30 days.  Chairman Griffin interjected that he and COPT President Rand Griffin had signed a management agreement to that effect alongside the basic contract.  
Gutters and Downspouts Theft 
Mr. Rook commented that there had been difficulty in getting an accurate assessment of the damages incurred by the theft of the gutters and downspouts, but he expected an estimate within a week. That is necessary for insurance purposes, and to provide the police with a property loss/damage sheet for restitution purposes.  Mr. Rook stated that there had been some water incursion into the “Castle” because of the loss of downspouts, so repairs should be made quickly.  He added that the cost for repairs to Building 200 should be covered by insurance.
The Executive Director said the downspouts on Building 200 would be repaired with copper, but some of the other buildings may be repaired with aluminum, as are other buildings covered by historic preservation rules.  The decision would be COPT’s, as they now own the buildings.
Certificate of Deposit (CD)

As a result of the sale of the property, Mr. Rook noted that PMDC has another $2.5 million in its accounts.  In checking with several banking institutions, he found that Susquehanna Bank offered a 90-day certificate of deposit for $2.5 million at a rate of 5.35%, or an annualized rate of 5.45%.  That should generate approximately $34,000 in interest in the 90-day period.

Board Member John Hershey of Ferris Baker Watts commented that $2.5 million exceeds the insurance limitations of banks or any other institution except the U.S. Treasury.  Phil Ulzheimer moved that a 90-day CD for $2.5 million be purchased from Susquehanna Bank.  His motion was seconded by Mr. Russell, and approved unanimously.
Financial Reports

Treasurer and Finance Committee Chair Peggy Bushey presented the Corporation’s August financial statements.  She reported that expenses were generally in line with the budget, and that investments are averaging a return of slightly above 5%.  She said the residential tenant occupancy rate was at 85%.  
FY 2006 Audit Report

Ms. Bushey said there were no adjusted entries in the FY-2006 Audit.  She noted that the financials showed an $185,000 increase in net assets, of which $180,000 was the International Masonry Institute deposit which had long been on the books, but not moved to net assets. 
Mr. Marks moved that both the FY 2006 audit and the August 31, 2006 financial statements be approved.  Mr. Ulzheimer seconded the motion, which was approved unanimously.
Gym

Mr. Wivell said the Chewsville-Leitersburg-Smithsburg (CSL) Youth League was requesting use of the gym through March 2007.  Mr. Rook interjected that he had spoken with Steve Kretzer of CSL, reminding him that the Sublease Agreement with the County required six-months’ notice to terminate, and that he would so inform COPT.  He noted that six months from today would be approximately the end of March 2007.  He commented that the reason for terminating the lease would be to renovate the building and turn it into a community center.
Committees

Looking to the future, Chairman Griffin stated that he felt that more of the Corporation’s work would have to be done by committees.  While major decisions were not likely to be made today, he asked Members to think about what sort of meeting schedule would be needed in 2007.
Turnover Ceremony Committee

Mr. Griffin announced that President Rand Griffin of COPT was proposing to have a turnover ceremony and luncheon on October 23.  He asked Executive Director Rook to chair a committee to coordinate PMDC’s role with COPT.  

Oversight Committee

The Chairman reminded Members that, under BRAC law, PMDC must reinvest the proceeds of the sale of the Fort Ritchie property as quickly as feasible in the specific uses listed in the Army’s regulation.  Since some of those, such as road construction, utility reconstruction, and demolition will be done by COPT, the Board must decide what to do with PMDC’s money.  Moreover, PMDC would have contractual obligations through the entire development phase, such as monitoring implementation of the development plan, job creation, and other aspects of compliance.  In addition, the BRAC rules provide that PMDC must remain in existence for seven years after the final sale contract is signed, which won’t happen until the final 91 acres are transferred.  Mr. Griffin asked Phil Ulzheimer to chair a committee to oversee those processes.  Mr. Ulzheimer suggested forming two committees – one to monitor physical development, and the other to handle financial aspects.   

Future Planning

Mr. Griffin proposed forming a future planning committee to develop a strategic plan for the rest of PMDC’s statutory life.  He said PMDC must decide how to utilize the proceeds from the sale of the property.  Returning the money to the Army would remove the funds from the local area, which would not meet PMDC’s charter.  He noted that the Board had already agreed to help fund some community enhancements.  He said he had asked the Army whether the money could be spent off the base, and received a qualified “yes,” if it is immediately adjacent and pertinent to the role of the property.  He added that the Army Audit Agency has the ultimate authority, and must determine and attest to whether PMDC properly reinvests the proceeds. The requirements state that we spend them on things like job creation and economic redevelopment.  Ms. Bushey opined that PMDC could pay for some improvements on the property, and ask COPT to fund something elsewhere.

Mr. Griffin appointed Dr. Betty Morgan to chair a planning committee.  

Negotiations Committee

The Chairman asked Merle Elliott to remain PMDC’s chief negotiator.  He agreed to do so.

Museum Committee

Mr. Griffin said that Jack Simpson (who was absent) was Chairman of the Museum Committee, and noted that he had found some interesting artifacts for the proposed museum.

PMDC Board Meeting Dates

Chairman Griffin commented that in 2007 two of the regular PMDC meeting dates will fall on Federal holidays (October 8 and November 12).  After some discussion, it was agreed to leave the meeting dates as they are.
Convene in Close Session

Phil Ulzheimer moved that the Board go into closed session at 8:16 a.m., to discuss matters 
as permitted in Section 10-508 of the “State Government Article” of the Annotated Code of the Public General Laws of Maryland. He was seconded by Russ Marks, and the motion was approved unanimously.  In closed session the Board consulted with staff regarding pending or potential litigation and discussed a personnel matter that affects one or more specific individuals.  In addition to the Board members in attendance, the following were present for all or part of the closed session:  Patsy R. Canby, Merle S. Elliott, and Richard D. Rook.

Reconvene in Open Session

At 9:15 a.m. the Board reconvened in open session.  
Waynesboro Historical Society Historic House Tour
Chairman Griffin reminded the Board of the Waynesboro Historic Society’s House Tour scheduled for October 22, noting that Lakeside Hall would be the site for ticket pickup and registration.

Settlement with COPT
Executive Director Rook informed the Board that PMDC received approximately $2.4 million from COPT at settlement.  COPT withheld $465,000 for the 91.5 acres that still remain, pending a finding of suitability to transfer and deed preparation – which should occur by March 2007.  One year from the October 4, 2006, closing date, COPT will pay PMDC another $1 million, and a year later, another $1 million.  If COPT does not create 1,400 jobs in nine years, it must pay PMDC another $4 million. 

Adjournment

At 9:20 a.m. Philip Ulzheimer moved that the meeting adjourn.  His motion was seconded by Russ Marks, and was approved unanimously.

Respectfully submitted,

Richard D. Rook

Secretary

PAGE  
4

