1. Contractual Discrepancies: Approved vs. Sighed 2025 Lease
Approved Terms (June 30, 2025)

The lease agreement presented to and approved by the Selectboard on June 30, 2025,
contained two distinct insurance requirements under Section 5:

e General Liability: The tenant was required to maintain general liability insurance of
at least $1,000,000 per occurrence and $2,000,000 in aggregate, naming the Town
as an additional insured.

e Property Replacement Cost: The approved draft explicitly mandated that
MakerSphere "obtain and maintain throughout the term of this Lease a policy of
insurance insuring the building and all improvements on the Property against loss or
damage by fire, vandalism, malicious mischief, and such otherrisks as are
customarily covered under an 'All-Risk' or 'Special Form' property insurance policy...
in an amount not less than the full replacement cost of the building and
improvements."

Substantive Omission in Executed Document (July 14, 2025)

When the lease was formally signed on July 14, 2025 (with an effective date of July 19,
2025), the entire second half of Section 5, which requires MakerSphere to carry property
insurance with full replacement cost coverage, was omitted. Only the general liability
requirement remained.

Legal and Financial Impact

While the Selectboard authorized "minor administrative changes" during approval, an
attorney would likely classify the complete removal of a property insurance mandate as a
major substantive change. This omission altered the contract's risk allocation, shifting
100% of physical building casualty risk and property insurance expense directly onto the
Town and its taxpayers.

2. Questions to Interim Town Manager & Staff Answers

Ahead of the Selectboard meeting, five detailed inquiries regarding operational and
financial baselines were submitted to Interim Municipal Manager Bill Woodruff:



Inquiry Topic

1. VLCT Insurance
Costs

2. Expense
Timeframe &
Accuracy

3.
Telecommunications

4. Rent Payment
History

Question

Did VLCT PACIF
insurance costs
change when
MakerSphere rented
the property for use as
awoodshop versus
when Waterbury
Ambulance Service
(WASI) rented it?

Did the $5,337.28 in
provided expenses
cover the timeframe of
July 2025 through June
2026 (rather than
September through
June)?

Does the Town pay for
telephone, cable, or
internet services at
that building?

What is the itemized
list of payments and
dates made by
MakerSphere since
June 2025 (noting rent
technically began

Staff Answer

Woodruff stated that VLCT
confirmed in their system that
there was no change in
insurance cost for a different
tenant, offering to forward the
verification email.

Woodruff confirmed the
expenses were a quick look
covering the lease term. He
noted that water costs had to be
projected because the building
was unmetered under WASI until
the Town installed a meter
several months prior. At the
same time, plumbing and HVAC
repair amounts were confirmed.

Woodruff confirmed that no
telecommunications bills could
be found for the site.

Woodruff indicated he
forwarded research compiled by
staff member Nanette regarding
MakerSphere's $5,000.00
payment history.



Inquiry Topic

5. Statutory Notice
Compliance

3. Revenue vs. Expenses: Municipal Financial Loss

Prior Year Cash Deficit

Question

September 1, 2025,
per the lease text)?

Can staff locate proof
in the May-July 2025
minutes showing the
Selectboard voted to
authorize a 30-day
public notice under 24
V.S.A. 81061,
alongside proof of
physical posting and
newspaper
publication before
lease execution?

Staff Answer

Woodruff deferred this question
to Town Clerk Wes Pollock.
Pollock subsequently confirmed
he could not locate any
Selectboard minutes reflecting
an authorizing vote, nor could he
find evidence in the Times Argus
or Waterbury Roundaboutthat a
public notice was ever
published.

During the initial lease term, the Town operated the Guptil Road property at a direct cash

loss:

« Total Rent Collected: $5,000.00 ($500/month beginning September 2025).

e Total Municipal Expenses: $5,337.28 (broken down into GMP Electric: $1,001.60;
EFUD Water: $420.00; Propane: $2,396.00; Plumbing/Service Repairs: $970.00; and
Property Insurance: $549.68).

¢ Net Cash Loss: -$337.28 absorbed by Waterbury taxpayers.

Comparative Return (WASI vs. Current Use)

When WASI occupied the facility, the Town received an annual billing credit of $30,000 (an
operational return equivalent to $2,500 per month). Today, under MakerSphere's tenancy,
the Town's return has dropped from a $30,000 service credit to $6,000 in cash rent ($5,000
collected in year one). At the same time, taxpayers continue to absorb 100% of the
building's heating, utility, and insurance expenses.



4. Backcountry Rescue & Undocumented Storage Agreement

Historical Context: When WASI constructed its new station, the Town apparently
agreed to allow it to continue storing Backcountry Rescue (Mountain Rescue)
equipment at the Guptil Road property. This arrangement was intended to spare
WASI an estimated $1 million capital cost required to construct an additional
vehicle bay at their new facility.

Current Operational Equity Problem: Backcountry Rescue currently occupies
approximately one-third of the Guptil Road building, utilizing one full garage bay and
an office/room. However, they occupy this space without a written lease or
agreement that can be located, paying zero rent and contributing zero toward
heating, electric, or property insurance costs.

Action Taken: A request was submitted that staff locate formal Selectboard
approval records and any written agreement governing Backcountry Rescue's
ongoing tenancy so the Board can address this major fiscal discrepancy. (Note:
Board member Don Schneider subsequently challenged holding MakerSphere
financially liable for utility overages when an un-leased co-occupant shares the
heating and garage space).

Additional Action to be Taken: Add the lease agreement on Backcountry Rescue to
a subsequent Selectboard meeting agenda, alongside a formal proposed lease
agreement drafted by the Town Manager.

5. Proposed Lease Revisions & Justifications

To protect municipal fiduciaries and taxpayers, a tracked-changes proposal for the 2026-
2027 renewal was submitted, incorporating three key revisions:

Correction of Rent & Dates: Explicitly establish the annual rent at $6,000, payable
at $500 per month beginning July 1, 2026, correcting previous administrative date
and amount discrepancies.

Property Insurance Reimbursement Clause (Section 5): Add language requiring
the Town to obtain and maintain full replacement cost property insurance, but
mandating that the Tenant shall be liable for and reimburse the Town for the cost
(approximately $549.68 annually) within 30 days of invoicing.

o Justification: To restore the financial risk allocation originally approved by the
Selectboard in June 2025, ensuring taxpayers do not subsidize physical
casualty risk for a tenant-occupied makerspace.



o Utility Cap Clause (Section 9): Establish that the Town is responsible for utility
charges only up to a cap set at 110% of current costs ($4,199.36 based on
$3,817.60 x 1.10). If utility amounts exceed the total rent collected, the Tenant must
pay the excess within 30 days after the lease ends.

o Justification: To protect taxpayers from unlimited utility exposure if building
doors are left open, heatis turned up, or water is left running.

6. Legal & Policy Recommendations: Mandatory Compliance with 24 V.S.A. 8§ 1061 &
Official Lease Revision

VLCT Legal Authority

According to published VLCT legal guidance and written confirmation from VLCT Senior
Staff Attorney Garrett Baxter, leasing town-owned real property constitutes a transfer of a
property interest ("conveyance"). Attorney Baxter explicitly confirmed VLCT's official
position that "any conveyance of interests in property, including a leasehold interest, must
comply with the provisions of 24 V.S.A. § 1061."

Statutory Notice Mandate

Under 24 V.S.A. § 1061, before a municipality can legally execute a real estate conveyance
or multi-year lease, the Selectboard must publicly announce the proposed terms—
including the lessee's identity, rental price, property location, and prominent conditions.
Statute dictates this notice must be:

1. Posted in at least three public places in town (including at or near the Town Clerk's
office).

2. Published in a newspaper of general circulation within the municipality.

3. Issued at least 30 days before executing the agreement, preserving the public's
statutory right to petition for a town vote if 5% of legal voters object.

Action Limitation for the Upcoming Meeting

Because the Town did not comply with the mandatory 30-day posting and newspaper
publication requirements for the initial 2025 lease, the municipality is legally obligated to
meet these requirements before executing any new lease or extension. Therefore, the
Selectboard cannot legally take action to execute or finalize the MakerSphere lease
renewal at Tuesday's meeting.

Official Recommendation to Selectboard



The Board agrees to accept MakerSphere's request for renewal, subject to the following
official amendments to the lease agreement:

e Property Insurance Premium Reimbursement: The agreement shall explicitly list
that the Town will obtain and maintain property insurance coverage on the building,
but MakerSphere must reimburse the Town and pay for the cost of that premium.

o Utility Cap & Overage Liability: The utilities section shall be updated to establish a
utility cap (suggested 110% of the current year), making MakerSphere financially
responsible for any utility overage exceeding the cap, or any utility costs incurred in
excess of the total rent received by the Town (expected at $6,000).

Procedural Next Step: Once the Board agrees to accept the renewal with these
amendments at the table, staff shall be instructed to issue the mandatory 30-day public
notice per 24 V.S.A. § 1061 incorporating these revised terms before formal execution.



