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Worksession 

MEMORANDUM 

April 6, 2012 

TO: County Council 

FROM: Jacob Scsker, Senior Legislative Analyst '& 
SUBJECT: FY13-18 Capital Improvements Program: Wheaton Redevelopment Program 

ATTENDEES 

The following individuals will likely attend: David Dise, Greg Ossont (DGS); Steve Silverman (DED); 
Mary Beck, Amy Wilson (OMB). 

OVERVIEW 

The Wheaton Redevelopment Program was established in 2000 with the goal of encouraging private 
reinvestment through targeted, complementary public investment. The Wheaton Redevelopment 
Program presents the Council with an opportunity to make a significant public investment to meet the 
needs of the Wheaton community (well-located public space, increased daytime population) while also 
meeting the real estate needs of local govemment. 

PRED COMMITTEE RECOMMENDATION 

On March 12, 2012, the Planning, Housing, and Economic Development Committee (PRED) 
discussed the CIP request for the Wheaton Redevelopment Program. The PRED Committee 
recommended (3-0) planning, design and construction of a 150,000 square foot County or 
M-NCPPC office building on either the Regional Services Center site or on Parking Lot 13. The 
recommendation included a town square on Parking Lot 13 and underground replacement 
parking. 

While the Committee's reCDmmendation was unequivocal, the Committee also encouraged Council Staff 
to work with Executive Staff to explore the feasibility of building a platform above the WMATA bus 



bays. Staff met with DGS and OMB, and DGS expressed an unwillingness to explore alternatives to 
their original proposal. 

Staff, in consultation with PHED Committee members and Councilmember Navarro, developed an 
alternative PDF. The alternative PDF includes cost estimates that more accurately ref1ect the actual 
costs, and more specific language regarding studies to be undertaken in FYI3-14. The altemative PDF 
also includes $1.7 million in FY17-18 tor planning and design related to the platform. 

ACTIONS 

There are three PDFs before the Council: the March 12 PHED-recommended PDF, © 14; Staff's 
alternative PDF, © 15; and the County Executive's request, © 16-17. 

There is also additional language that has been proposed by the Coalition for Fair Redevelopment of 
Wheaton to add language to provide additional planning related to local job opportunities and training 
and to require an update from the Executive regarding the status of planning efforts and negotiations 
related to job opportunities, job training, and small business protection © 18. 
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SUMMARY OF COMMITTEE RECO:\1MENDATION 

March f2, 2012 

On March 12, the PHED Committee recommended constructing a County or M-NCPPC office building 
in order to put "feet on the street" in a relatively short period of time. While the cost of that project 
represents a cost increase above the Approved FYII-16 CIP, that cost could be reduced or partially 
oflllet by entering into a public/private partnership to develop a vertical mix of uses within the building, 
by meeting some of the parking requirements in above-grade structured parking, or by applying 
proceeds from the sale of M-NCPPC's Montgomery Regional Office in Silver Spring. 

The Committee also recommended constructing a centrally located public place (Town Square) on 
Parking Lot 13. The office building and the town square would be constructed in conjunction with an 
underground garage, which would replace the parking spaces of the existing Parking Lot 13 as well as 
provide parking to satisfy the needs of the office user. 

The Committee recommendation was not specitic as to whether the building would be for a County user 
or M-NCPPC, or both. M-l\CPPC will assess its needs as part of its facility plan and program of 
requirements for a combined headquarters of the Planning Department and Parks Department. A County 
facility could be a part of the redevelopment effort if a facility plan establishes that a new County 
building is necessary to meet County real estate needs. If the Executive would like to pursue a facility 
plan for County offices in Wheaton, that facility planning effort could potentially be performed as part 
of the evolving 8818 Georgia Avenue facility plan, which is likely to be re-purposed to address 
government space needs in Wheaton. 

SU:\1:\1ARY OF STAFF'S ALTERNATIVE RECOMMENDATION 

Staff, working with PHED Committee members and Couneilmember Navarro, developed an alternative 
PDF. 

The alternative specifies that the building will be a headquarters lor M-l\CPPC and includes a more 
accurate cost estimate for the building and associated parking ($61-$62 million). The estimate is 
consistent with a rough estimate from the Parks Department that the building would cost $61.6 million 
(see © 22). The alternative still includes the town square, though the language now makes it clear that 
the town square should be at least 113 of the area of the site. The alternative also includes $1. 7 million 
for planning and design (in FY 17-18) of the bus bay site. 

Cost Element 

Total 

~otal I 
Thru I Est. 
FYI! FYl2 

73,166 • 6,286 : 780 

Total 
6 Years 

66,100 

FYI) 

1,800 

FYl4 

4,400 

FYlS 

26,200 : 

FYI6 • HI7 , 

32,000 i 200 I 

Beyond i 

FY18 i ~Years I 

1,500 o ,I 

The alternative describes specific studies that must be completed as well. The full project description 
proposed is as follows: "The project provides for design, site inmrovements. and construction associated 
with a new headquarters building (approx. 150,000 sq. 1:1.) for M-NCPPC on Parking Lot 13. as well as 
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underground or structured parki1l2.JmdilJllO'''' to"Yl1Jlquare. The headquarters building would potentiallv 
contain a vertical mix of uses.Jhe project provides for a town~qgllre on Parkillz-LoU:lJ,hat is at least 
II3 the area ofthe site. The proje':;i!llsoJ:lrovjdeS\!jLto $650,000 in FY I3 for consulting services: an 
evaluation of the financial feasibility of redeveloping the WMA T A bus bay site, and a comprehensi ve 
parking studv to identify potential disruptiQIlsN Clarking supply and changes in parking demand that 
result from redevelopment and how those changes in supply and demand might affect existing 
businesses in Wheaton, andlo identify potential solutions (inclw:iing,j}ut not limited to signage, parking 
management, and temporary/interim parking). The Executive will brief the Council regarding the 
outcome of these studies before. the ExecllJive resumes negotiating the terms of any General 
Development Agreement.Plannjng for the bus bay site in FY 17-18 includes any necessary updates to 
previous studies." 

APRIL 2ND MEETING 

Staff attended an ad hoc meeting of the Wheaton Citizen's Coalition on April 2. Several attendees 
expressed a general frustration with the process. Many of the attendees shared certain specific concerns, 
including: 

• a green Vvbeaton and a town square that is at least 1/3 the area of the site; 
• need to maintain current levels of short-term parking; 
• fears about loss of parking as early as FYI5; 
• good job opportunities and job training; and 
• protection for small businesses. 

Following that meeting, the Coalition lor the Fair Redevelopment of Wheaton proposed additional 
language lor the PDF that would add more specific language regarding the job opportunities and training 
and protection for small businesses. 

That proposed language (see e-mail from Ash Kosiewicz, {) 18) would require the Executive to brief the 
Council regarding the outcome of any planning or negotiations regarding job opportunities and training 
and small business proteetions, and would also add language describing a study to reyiew potential 
models and approaches to creating additional local jobs and job training opportunities tied to the 
redevelopment. Note: Staff believes that these studies can be accommodated with no need to increase 
the current planning and design budget for FY13-14. 

SUMMARY OF THE EXECUTIVE'S REQUEST 

The Executive's request would provide for studies, engineering, site improvements, and construction in 
support of the pUblic/private partnership among the County, WMAT A, and the B.F. Saul Company. The 
project has two components: first, retail, office, and hotel development over the WMA TA bus bay site 
and the Regional Services Center site; and second, a town center development on the current Parking 
Lot I3 site. The partners currently refer to the project as "Wheaton's New Dovmtown." 

The request, if approved, would constitute a portion of the County's contribution to this partnership. 
Specifically, the request would pay for the County's cost to construct a platform over the WMATA bus 
bay site and a town square on Parking Lot 13. 
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Wheaton Redevelopment Program-No. 150401 (PDF at © 16-171 

In thousands of dollars ($OOOs) 
FY13 FY14 FY15 FY16 FY17 FY18Total 6Est 

YearsFY12 
4,489 27,810 3,705 1,33041,982 1,216 3,432780Total 

The Executive recommends $42 million over the FY 13-18 period. Almost all of the expenditure in the 
PDF is for the construction of the platform over the bus bays and the costs associated with the related 
interim bus operations and improvements to the transit operations. Executive staff clarified the 
breakdown of costs between the two projects: "All but $2.5 million of the requested $41.9 million is 
attributable to the platform and interim bus operations. The remaining $2.5 million is for the design and 
construction ofthe Town Square on a portion ofParking Lot 13. " 

There is no appropriation request in FY 13 and an anticipated request of $4.334 million for FYI4. 

The CIP request represents a possible schedule of public expenditures on public capital projects but does 
not address the schedule of other public expenditures that will be tied to the redevelopment. Other public 
expenditures will be necessary to implement the project. Non-capital expenditures 1 are not included in 
this 6-year CIP 2 

The public/private partnership ("Wheaton's New Downtown") project has two components: 

• 	 First, a commercial (office, retail, and hotel) development over the WMA TAbus bay and at the 
location of the Regional Services Center, and 

• 	 Second, a "town center" development at the current Parking Lot 13 site (across Reedie Drive 
from the Regional Services Center). 

The first component, commercial development over the WMATA bus bay, is not possible without a 
platform. Executive staff described the County's responsibility in a public/private partnership as 
follows: "The County's responsibility is to deliver the area above the WMATA bus bays and the site of 
the Regional Services Center as 'green field' sites, and to lease approximately 150,000 sf (with an 
option to purchase) in one ofthe commercial office buildings. " 

The timeline of the public/private project is the subject of multi-lateral negotiations. If negotiations are 
successful, the terms of agreement will ultimately become part of a General Development Agreement 
(GDA) between the parties. The GDA will spell out the timing of all public and private components of 

I Examples of non-capital expenditures [hat might arise in [he implementation of the Wheaton Redevelopment Program include 
expenditures for public seclor financial support of affected businesses, economic development incentives, and any marginal costs 
assoeiated with non-capital puhlic benefits. In addition, the County will forgo revenue from impact taxes----developmem inside the 
Wheaton enterprise zone is exempt from County impact taxes-and the Executive estimates that the impact tax exemption for this project 
will amount to $5.8 million that otherwise would have gone to the County to address transportation and school capacity needs. Property tax 
credits through the enterprise zone could result in the loss of most new tax revenue generated by redevelopment over the next 10 years. 
Payment to B.F. Saul for space leased is another example ofa non-capital expenditure (some of the space the County would leasc would bc 
occupied County users currently in leased space, and some of it would be occupied by County users currently in space owned by the 
County) . 
2 For example, the public-private partnership currently proposed also includes the County renting oflice space from the developer, with an 
option to purchase that space at a later date. The cost of exercising that option is an example ofa capital expenditure that is outside of the 
tenn of this 6-year crp. 
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the project and define the risks and responsibilities attributable to each party. Those negotiations will 
clarify the obligations of all parties involved. 

Initial plans for Phase I of the public-private development project assume construction of the platform 
followed by development, both on top of the platform and in the location of the current Regional 
Services Center. The Phase I development program is: 

• 	 Office Building # I: Approximately 300,000 square feet, of which half would likely be leased by 
the County 

• 	 Hotel: Approximately 120 keys/rooms (78,000 square feet) of limited service, extended-stay 
hotel 

• 	 RetaillRestaurant: Approximately 10,000 square feet (personal service/valet/convenience) 
• 	 Parking: approximately 446 spaces 

The platform will also serve as the ground on top of which an office building for a potential federal 
(GSA) tenant might later be built. The County, B.F. Saul, and WMATA will almost certainly need to 
have all agreements (affecting the platform) in place before the GSA will consider Wheaton as a 
possible location. 

The initial plans for subsequent phases include the following elements: 

• 	 Platform 
o 	 Potential Office Building #2: Office building for GSA tenant, approximately 300,000 

square feet 
o 	 Potential Office Building #3: Up to remaining 197,000 square feet of commercial zoning 

capacity 

• 	 Lot 13 
o 	 Underground parking for the public and private components of Phase II (approximately 

410 spaces), to be provided by B.F. Saul 
o 	 A town square (funded in the Executive's PDF) 
o 	 Lot 13 Office: Potential office building for M-NCPPC (no funding in the Executive's 

PDF) 
o 	 Multi-family residential: 200-plus units (actual unit count dependent on market) 
o 	 Retail/restaurant: Approximately 30,000 square feet 

According to Executive staff, "Phase 2 contemplales a mixed use private development plan with no 
contribution or subsidy from the County. The only funding within the proposed PDF on that side of 
Reedie Drive is the Town Square money and the Interim Operating System n B.F. Saul would be 
responsible for constructing parking under the town square and replacing the spaces from Parking 
Lot 13. 

SEQUENCEITIMING OF REDEVELOPMENT 

Generally 

The most obvious distinction between the PHED recommendation (and proposed alternative) and the 
Executive's request is a difference in the sequencing of redevelopment. The PliED Committee 
recommended moving forward tirst with redevelopment of Lot #13, whereas the Executive's proposed 
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public/private partnership would have moved forward tirst \\1th redevelopment of the WMA TAbus 
bays. 

In a large-scale redevelopment project, the ideal timing for the public sector is to improve the least 
expensive/challenging properties tirst. The improvements to those less expensive/challenging properties 
will increase the revenue-generating potential of the more expensive/challenging properties, thereby 
possibly reducing the public subsidy/incentive necessary to catalyze redevelopment. Applying that 
principle to Wheaton, in an ideal situation, it would make the most sense to redevelop the WMA TA site 
after redeveloping Parking Lot 13. 

Staff was not the tirst to recommend this timing. In 2009, the Urban Land Institute Tecbnical Assistance 
Panel (ULl TAP) also suggested that the bus bays should be redeveloped later. ULI TAP divided all 
publicly o\\'l1cd property in Wheaton into short-term, mid-term, and long-term opportunities. The 
WMATAbus bays were identHied as long-term opportunities. 

UU TAP identitied Parking Lot 13 as a short-term opportunity for an enlarged and enhanced park. ULI 
TAP also recommended small, lower scale development that would not dwarf the low-scale surrounding 
buildings. 

The International Downtown Association's 2008 evaluation of the Wheaton CBD observed that "the 
County should see parking lot #13 and the Mid-County Regional Services Center as 'ground zero' for 
the tirst phases of redevelopment.. ..The Panel urges the County to develop a new civic identity by 
redeveloping lot #13 into a town square envirorunent with mixed-use development on surrounding 
parcels in subsequent phases." 

lHarket timing 

The offic(;! vacancy rate in the County is close to 14%, and there is a significant pipeline of approved 
office projects. The purpose of the platform is to create a location for oftice development, and there 
currently is no market for new oftice space in Wheaton. The new office space will be mostly or entirely 
occupied by government (County, bi-County, or federal) tenants. The right timing for local government 
tenants will be largely based on assessment of need and available resources. There is no right timing for 
federal tenants-·-more or less the same amount of leased space comes up for renewal each year. 

Parking 

The entire Wheaton Parking Lot District (PLD) has 1,020 parking spaces. Program capacity is a term 
that is used in discussions about public school capacity and which is also applicable here: the program 
capacity of the parking lots is 95% of total capacity to allow for frictional vacancy. The total program 
capacity in the Wheaton PLD is 969 spaces, and will be 818 spaces when all spaces from Lot 13 are off 
line. From July 2011 to February 2012, the average number of occupied spaces in the Wheaton PLD was 

Parking Lot 13 is a 151-space surface lot. During the construction of the platform, half of those spaces 
would be unavailable. Between July 2011 and February 2012, during peak hours, the average utilization 

] The Parking Lot District performs utilization studies on Wednesdays and Thursdays, typically between 12:00 noon and I :00 pm, 
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was 94 spaces (leaving 57 spaces available). Losing half of the spaces in Parking Lot 13 (75 spaces) 
would result in a loss of capacity that is currently utilized. 

While there are many spaces available in the PLD, most who would use Parking Lol 13 while 
patronizing small businesses in the Core would probably not cross Georgia Avenue or Veirs Mill Road 
for parking. As such, Parking Lots 33 and 34 will most likely need to accommodate any demand 
displaced by the redevelopment project. 

There are currently approximately 43 spaces available4 that can be used as substitutes for the 26 utilized 
spaces that will be lost; assuming that demand for these spaces stays at current levels, there is enough 
capacity within the Core to absorb the utilized spaces that will be lost. 

Of course, one factor that could affect demand for spaces in the Core is the influx of construction 
workers to the area. The Coalition for the Fair Redevelopment of Wheaton, in their testimony, 
recommended: "Phase construction schedule and plan to ensure adequate parking for small business 
customers and owners during the construction, including the provision of off-site parking for 
construction workers. " 

Affected business owners are concerned not just that the spaces are available, but that potential 
customers will be able to tind those spaces_ Ultimately, signage will be needed to direct parking users to 
Parking Lots 33 and 34, 

During the period in which the underground parking is under construction, all or nearly all of Parking 
Lot 13's spaces will be lost (this is also true in the PHED/alternative recommended sequence of 
development), That period vvill present a significant planning challenge, and will necessarily also 
involve capacity at the WMATA and Macy's garages, as well as Parking Garage 45 and other 
underutilized capacity in the Central Business District. 

Activity generated by any redevelopment project will draw down that capacity. ::Vios! of Wheaton's 
parking capacity is in Parking Garage 45 (see below-approximately 256 spaces available within the 
program capacity of the garage, of which 118 are currently chained off). 

4 Available capacity calculated by subtracting spaces occupted from program capacity. 
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I Utilization 
(Julyll- Available 

95% capacity Feb 12) • T olal caEacity Capacity 
I969 538 431 


Garage 45 I 615 

~tllIW~eaton Parking Lot Distric4- 1020 

584 328 256 ............. 

In B.F. Saul's May 2011 proposal, the total number of parking spaces to be built in conjunction with the 
Phase I office, hotel, and retail is 446, of which 396 spaces are attributable to the 300,000 square foot 
office building. The parking ratio is probably low in spite of the availability of PLD parking, especially 
given Wheaton's early challenges in marketing to oftice tenants. Once market rate parking ratios are 
provided for the 150,000 square feet of private office space, there may be relatively few parking spaces 
on-site for County employees. The County has a policy of providing free parking for all of its 
employees. Some of those employees will end up drawing down capacity in Garage 4S. 

Bus operations 

Constructing a platform above the bus bay will necessitate relocating the bus operations. DGS stated 
during the PHED worksession that there are no suitable alternatives to operating the buses on Parking 
Lot 13 and, therefore, the platform must be redeveloped first so that Parking Lot 13 can be used for 
interim bus operations. 

Council staiT does not agree with the Executive'S assessment that no suitable alternatives exist. Silver 
Spring has been in interim operations for several years. Silver Spring has nearly three times more bus 
traffic than does Wheaton and many of the routes in Silver Spring and Bethesda begin/cnd at those 
locations, meaning that buses spend more time at the transit hubs. See comparison of bus volumes 
below: 

• Silver Spring: 157 buses/hour 
• Wheaton: 59 buses/hour 
• Bethesda: 47 buses/hour 

URBAN LAND INSTITUTE TECHNICAL ASSISTANCE PANEL 

The ULI TAP report in 2009 addr.essed many of the same issues that the Council currently faces
sequencing of redevelopment (discussed above), catalyst projects, the fragility of the local businesses, 
and the limited potential for office uses. 

Catalyst projects (page 13)-"Given the number of ch3lTettes and other planning exercises in which 
citizens of the Wheaton community have dutifully participated over the years, the panel certainly 
understands the motivation behind wanting redevelopment to occur both sooner rather than later, and for 
it to include as large and all-encompassing of a project as possible: what some might call a signature 
project, or a game-changer. However, because the panel did take such careful note of both the strengths 
and weaknesses of the area, the panel concluded that an all-encompassing project was inadvisable." 

.Fragile local businesses (page 13)-"... Somc of Wheaton's strengths. such as its eclectic retail mix, are 
also quite fragile, and could be irreparably harmed by any redevelopment projects that are ill-conceived 
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or rushed. Thus, the panel recommends a gradual approach to redevelopment, focused initially on 
nurturing the strengths and addressing the challenges outlined below. Such an approach allows 
Wheaton's identity to continue to emerge organically, rather than through an attempt to force a desired 
result- something which the panel strongly feels would not only fail, but would also end up undermining 
the unique identity that Wheaton already possesses." 

Difficult location for office (pages 16-17)-"lbe panel heard from a number of stakeholders that there 
is a desire for more ot11ce space in the CBD, in order to bring in greater daytime foot traffic, and to 
achieve other goals. Similarly, the pane! fully recognizes all the benefits which accrue from a good 
housing/jobs balance and a 2417, or at least an 1817, environment. \fonetheless, simply hoping for 
something to be true does not make it so, and the panel is unanimous in its belief that Wheaton is not 
well-positioned to attract development of, or users for, new large-scale office space. There are simply 
too many other ot11ce centers ",ithin the region that possess greater strengths, particularly in the near
term, where so much new office space has recently been built. In the words of one panelist, 'There is no 
inherent reason for otlice to be here.' As discussed below, there are some opportunities tor small, 
professional office space, however." 

Limited potential for office (pages 19-20)-" ... Small- to medium-scale professional only. As discussed 
previously, the panel does see a limited potential tor small- to medium-scale, professional office. 
Medical office, specifically, could have the potential for some success in the area, given potential 
connections to Holy Cross Hospital. While the panel recognizes the widespread sentiment in the 
community for more large-scale office space, they do not see a demand for such, and they note that the 
use of new residential projects to help create a sense of place should not be dismissed." 

ECONOMIC FEASIBILITY 01<' DEVELOPME]\"T 

Introduction 

Implementation of private real estate development projects depends upon market conditions. The risk 
associated with market conditions falls solely upon the private developer. In a public/private partnership, 
tbe public sector partner agrees to bear much of that risk. The parties allocate the risks and 
responsibilities in a General Development Agreement (GOA). For example, the parties may agree that 
the public partner "'ill assemble and convey propeny or construct infrastructure, and that the private 
developer will deliver specified private development. However, both parties are limited in what they can 
and will promise at the outset of any such endeavor. 

In Wheaton, there is no General Development Agreement between the parties yet. However, the basic 
structure of the Phase I obligations is gencrally understood: in exchange for an initial public sector 
capital investment, B.F. Saul would deli vcr a hotel on the site of the Regional Services Center and an 
office building (300,000 square feet) on top of the platform. B.F. Saul's risk with respect to the office 
building would be further mitigated by the County leasing half of the office building. There would also 
be an option for the County to purchase that halfofthe office building (a condominium) in 10-15 years. 
Exercising the option could further mitigate the private sector risk. 

Implementation of the other buildings in the development program would depend on market forces (and 
potential subsidies). For example, a second and possibly third office building on top of the platfonn 
would only be implemented when net operating income (rents and subsidies, less operating expenses) is 
suftlcient to justify the capital investment in the building. If the residential building programmed for 
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Parking Lot 13 has to be high-rise, then public sector investment will be necessary, as was the case with 
the PatriotlSafeway project. 

Analysis ofoffice foasibility 

Economic development planners often analyze project feasibility in order to determine the size of any 
"feasibility gap." This provides the public sector with an idea as to how feasible a project is, how soon 
or likely it is that the project will be fully built, the size of any necessary subsidies, or the likeliness that 
additional subsidies might be needed in the future. This analysis is not as detailed as the analysis that a 
developer might undertake, but represents a relatively accurate snapshot of the potential upside of a 
project at stabilization (when the building is fully occupicd). 

Cnder B.F. Saul's May 2011 pro forma, the office rents were assumed to be $44 per square toot, and 
operating expenses were assumed to be $15.28 per square foot. The result was a net operating income of 
$28.72 per square foot, which B.F. Saul had estimated would be capitalized at 6.00%. Construction 
costs, including parking, were $307 per square fool. 

B.F. Saul, Council Staff, Department of General Services (DGS) and Office of Management and Budget 
(OMB) staff subsequently met to discuss the assumptions ofB.F. Saul's May 2011 pro forma and agreed 
to some revisions to those assumptions. In that meeting, B.F. Saul indicated a change in assumptions for 
the office component of the project to rents of$35 per square foot, operating expenses of$12 to $13 per 
square foot, and a capitalization rate of 7.00% to 7.50%. Construction costs, including parking, were 
revised downward to $295 per square foot. Staff's analysis, based on those assumptions, is below. 

Gross Square Feet 

Efficiency Factor 
Net Square Fcet 

Rent 

Operating Expenses 

Net Operating Income (NOl) 
NO! 
Cost 
Total cost 

Cap Rate 
Value 
Value 
Residual 

NOI 

Total cost 

Unleveraged return 

Loan to cost 

Loan 

Equity 

\lu\ ::'011 Saul Pl0• F 
onna 

300,000 


88% 

264000 


$44.00 


$15.28 


$28.72 

$7,582,080 


$307 

$92,100,000 


6.00% 

$478.67 


$126,368,000 


$34,268,000 


$7,582,080 


$92, I 00,000 


8.23% 


65% 


$59,865,000 


$32,235,000 
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sq ft 

sq ft 
Isq ft 
Isq ft 

Isq ft 

/sq ft 

Isq ft 

'1 I '01 ~ \ I'" arc 1 - - (illstmentsj 

300,000 sq ft 

85% 
255000 sq ft 

$35.00 Isq ft 
$12.00 /sq ft 
$23.00 Isq ft 

$5,865,000 

$295 !sq ft 
$88,500,000 

7.00% 
$328.57 Isq ft 

$83,785,714 

($4,714.286) 

$5,610,000 


$88,500,000 


6.34% 


65% 


$57,525,000 

$30,975,000 




Mav 2011 Saul Pro . 
• L' March 2012 .\djustments lorma . 

Interest 
Period 

I Debt Service 
I Cash flow after debt service 
. Leveraged return 
i Coverage
IGolNoGo 

--.---~~---~-------~------.-

6.60% 

30 


($4,631,931) 

$2,950,149 


9.15% 

1.64 

GO 


6.60% 

30 


($4,450,879) 

$1,159,121 


3.74% 

1.26 


KOGO 


Applying those revised assumptions, this project performs very poorly with respect to traditional 
metrics. A negative residual, unleveraged returns lower than the interest rate, leveraged returns that are 
competitive with bond interest rates, and a low coverage ratio are all indicators of potential problems. 

Of course, half of the risk has been mitigated through the County's lease. On the other hand, finding one 
or more Class A tenants [0 fill an office building in Wheaton will be a challenge. This analysis assumes 
full occupancy, and vacancies would have a significant effect on revenues. 

As with the fiscal impact analyses (below), BY Saul's oftice improvements may be eligible for property 
tax credits under the Enterprise Zone designation, assuming that it remains in etTect. However, the tax 
credit is unlikely to increase leveraged returns by more than 0.75% to 1.00%. 

COST OF LOCAL GOVERNMENT OFFICE BUlLDlNG(S) 

Staffs cost estimate for the local government office building is, in DGS' estimation, low. The DGS 
estimate is substantially higher than the cost figures that B.F. Saul had proposed in their pro [OIDIa (see 
March 20 I 2 DGS estimate 21). The RF. Saul office costs are consistent with current Class A office 
costs in other private developments. 

i 

/sq ft 
Gross Square Fcct 


ICost per sq ft (incl. parking) 


Based on the March 20 I 2 estimates from DGS, DGS is the highest bidder for this project. DGS 
estimates that the cost of building a 150,000 square foot government office building is nearly as 
expensive as B.F. Saul's cost for delivering a building twice as big. 

DGS sent revised estimates late in the afternoon 011 Thursday April 5th
, too late to review for this packet. 

Staff will prepare a short addendum that includes the late-submitted information and be prepared to 
discuss those materials on Tuesday if necessary. 
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FISCAL IMPACTS 

The Executive Branch is required by law to analyze the fiscal impacts of every draft master or sector 
plan. The fiseal impact analysis for the WhealOn CBD and Vicinity Sector Plan included several 
scenarios (see summary tl 23) that produced either a small fiscal benefit or small fiscal cost over the 
next 30 years. Two of those scenarios are unrealistic in that they assume 100% build-out. In the two 
more realistic scenarios (2-C and 2-D), the implementation of the Sector Plan did not produce a net 
fiscal surplus in any year until, in one ease, 2030 and, in the other case, 2035 (see © 24-27). 

The fiscal impact analysis, however, failed to account for the real property tax credits under Maryland's 
Enterprise Zone Tax Credit. Under §9-103(b) of the Tax-Propeny Article, the governing body of a 
jurisdiction shall grant a tax credit against the property tax imposed on the incremental value created by 
a capital investment in a non-residential project in a designated Enterprise Zone. The amount of the 
credit is 80% of the tax assessed on the incremental value during the first 5 years, and decreases by 10% 
each year for the subsequent 5 years (80%, 80%, 80%, 80%, 80%, 70%, 60%, 50%, 40%, and 30%= 
average annual credit of 65%). 

A project specific fiscal impact analysis (see © 28-31) was performed by a different consultant (JLL) 
this spring. On March 8, 2012, project consultants revised the fiscal impact analysis sharply downward. 
According to the latest draft, the project will not generate enough revenue to pay for the added cost of 
providing services to the new residents and employment generated by the project. The public sector 
investment in the platform will not generate an annual operating surplus until 2026, and generates a 
present value surplus of only $2.3 million over the next 30 years. 

Fiscal impact is just one of many metrics that can be used to measure economic development projects. In 
this case, growth in Whcaton tends to perfonn poorly with respect to fiscal impact due to achievable 
price points and the enterprise zone designation. The enterprise zone designation exempts new 
development from impact taxes and results in significant property tax credits for new commcrcial 
development. During the period in which the enterprise zone designation is in place, taxpayers outside 
of Wheaton will bear much of the cost of growth in Wheaton. 

LEASE VERSUS SALE 

The Smart Gro\\'!h Initiative is one example of the County's efforts to move from leased space into 
owned space. Under the Executive'S proposal, the County would move roughly 82,000 square feet 
(combincd total of DPS and DEP, paying approximately $32 per square foot or roughly $2.6 million per 
year) from leased space in Rockville to leased space in Wheaton. The remainder of the space to be 
leased in Wheaton would be new space, space that is currently owned (such as the Regional Services 
Center) or space occupied by other undefined users. 

Since these County users will presumably still need space at the end of the lease period, the County 
would need to either fe-lease or exercise an option to buy. 
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Net Present Value of Lease Pm l11ents 

lO-vr 
->(••••• 

IS-Y[ 25-vr 
Gross Square Feet 150,000 150,000 150,000 

: Efficiency Factor 85% 85% 85% 

I Rent $35 $35 $35 
i Annual rent (S4,462500 I (54,462,500) ($4,462,500) 

NPV of lease payments @5% ($39,036,148) . ($55,913,125) ($85,:67,164) . 

~36'834'795) 
, 

. NPV of$60 million buyout at (S28,861 ,0::6) N/AJ! lease termination 

Total ... ($75,870,943) ($§4,774,150) (585, 1~7, 164) 

These calculations do not include any lease escalations, operating or capital expenses after buyout, or 
inflation of value. They do indicate that leasing and subsequently purchasing the building is probably 
more expensive in the long run than just building it new, as these net present values exceed the cost of 
the bui lding, 

PROCUREMENT, JOB OPPORTUNITIES AND WAGES 

Under the Executive's proposal, the price of the platform was established based on commercial 
construction standards (see © 17), The platlorm would not be constructed by the County, but rather by 
B,F, Saul. One key issue in any negotiation between the parties in such a case would be the allocation of 
risks for cost overruns and liability. 

A second key distinction between the two proposals is the extent to which County procurement laws 
would apply to construction jobs (buildings and platform) or service contracts in those buildings, 

Prevailing wage law 
• 	 Executive's request: Would not apply to office building construction; probably would apply to 

platform (County financed construction project) 
• 	 PHED/altemative recommendation: Would apply to office building construction, 

Living wage requirement 
• 	 Executive's request: Would not apply to service providers serving the office building 
• 	 PHED/altemative recommendation: Would apply to service providers 

Minority mmed business 
• 	 Executive's request: Construction and service contracts associated with platform and building 

would not be counted towards/against minority-owned business goals 
• 	 PHED/altemative recommendation: Construction and service contracts would count 

Local Small Business Reserve 
• 	 Executive's request: Would not apply to construction because of the size of contract; would IlOI 

apply to services to the office building 
• 	 PHED/alternative recommendation: Would not apply to construction because of the size of 

contract; would apply to services to the office building 
F :\Seskcr\ W{)~d\FY 13 OP Wheaton Rcdcvclopmeni\wheaton ell' COU NeIL 0410 12,d0c 

14 



PHED Committee # [ 
March [2,20[2 

MEMORANDUM 

March 8, 20[2 

TO: Planning, Housing, and Economic Development Committee 

FROM: Jacob Sesker, Senior Legislative Analyst '{-o' 
SUBJECT: FY13-1S Capital Improvements Program: Wheaton Redevelopment Program 

ATTENDEES 

The following individuals will likely attend: David Dise, Greg Ossont (DGS); Steve Silverman (OED); 
Mary Beck, Amy Wilson (OMB). 

OVERVIEW 

The Wheaton Redevelopment Program was established in 2000 with the goal of encouraging private 
reinvestment through targeted, complementary public investment. The County Executive's FYI3-18 crp 
request includes $42.0 million for the Wheaton Redevelopment Program over the 6-year period, and an 
FYI4 appropriation request of $4.334 million. The request represents an increase of $34.8 million from 
the approved FYI 1-16 crp. The cost increase is the result of a significantly expanded project scope, 
which includes the construction of a platform above the Washington Metropolitan Area Transit 
Authority (WMA TA) bus bays. 

INTRODUCTION 

The Wheaton Redevelopment Program presents the COWlcil with an opportunity to make a significant 
public investment to meet the needs of the Wheaton commWlity (well-located public space, increased 
daytime population) while also meeting the real estate needs of local government Today the Planning, 
Housing, and Economic Development Committee must make a recommendation regarding the nature of 
that investment. 

The Executive's crp request includes approximately $39.5 million that is attributable to constructing a 
platform above the WMATAbus bays and relocating the bus operations temporarily during 
construction. The request, if approved, would constitute a County contribution to a public/private 
partnership with B.F. Saul. The public/private partnership would implement a multi-phased development 



project, including mixed-use development "ith a significant otTIce component, as well as a "town 
square," The partners currently refer to the project as "Wheaton's New Downtown," 

The CIP request raises several key issues: 
1, The County's role in the Wheaton real estate market 
2. 	 Significance of government tenants to Wheaton's oftice market 
3. 	 The rationale for a platfonn 
4. The timing of the platfonn 

5, The impact ofplatfonn timing on small businesses 

6. 	 Parking Lot District (PLD) capacity to absorb demand shifted from Lot 13 
7. 	 Programs and resources for affected small businesses 
8. 	 Negotiation issues 
9. Fiscal issues 

to, Economic issues 


This memorandum contains the following: 
• 	 Summary of testimony 
• 	 Narrative discussion of key issues 
• 	 Staffs recommendation 
• 	 Summary comparison of Executive's request and Staffs recommendation 

Attachments: 
• 	 Detailed public/private project description © \-3 
• 	 Executive's PDF © 4-5 
• 	 Council staffs PDF © 6 
• 	 JLL Fiscal Impact Analysis © 7 - \0 
• 	 Testimony from Council's public hearing on capital budget © 11-12 
• 	 Testimony from Council's public hearing on Bill 6-12 © 13-14 
• 	 Letter from Wheaton Redevelopment Advisory Committee © 15-16 

COMMUNITY INPUT: TESTIMONY AND CORRESPONDENCE 

Over the past month, Council received many letters from individuals, businesses, and interest groups 
supporting the Wheaton Redevelopment Program. At the February 7, 2012 public hearing, two local 
business ownerS and two community groups submitted testimony. Most of the letters and testimony can 
be placed into one of two categories: 

• 	 A "new dO\\,l1tOwn" for Wheaton: strong support for a redevelopment project 'with a significant 
office component and new retail and restaurants; impatience with the status quo, 

• 	 Small business assistance/protection and community benefits: general support for a 
redevelopment project, but concern about potential effects of such a project on small businesses l ; 

apprehension regarding future change. 

For example, FiJllppo Leo of Marchonc's D~1i offered this: "While 1 support the redevelopment of Wheaton, I am concerned about the 
negative impact.. of construction and lost parking during the proposed redevelopment of parking lot 13. I would lose at lea"tt .50% of 
customers during the construction phase of the project Yly regular customer5 will not be abh:: to reach my store e'dl,ily and potential new 
customers will not realize that we are open or that we even exist." 
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In addition, the Council received testimony during the public hearing for Bill 6-12 (Economic 
development-small business assistance) from Wheaton-area businesses concerned about the potential 
future impacts of Wheaton redevelopment. That bill would create a financial assistance program for 
small businesses affected by County redevelopment projects or redevelopment projects on C01IDty
owned land. 

KEY ISSUES 

1. The County's role in the Wheaton real estate market 

The Wheaton real estate market has not performed well when compared to other markets. There have 
been a variety of market and regulatory forces that have contributed to Wheaton's performance. Recent 
zoning changes (amendments to and subsequent removal of the Wheaton Retail Preservation Overlay 
Zone), changing demographics, and some recent changes in the residential market have somewhat 
altered Wheaton's position. Residents and businesses alike feel that downtown Wheaton would be 
strengthened by additional daytime population (i.e., more office worketS). The only Class A office 
building in Wheaton, Westfield Wheaton North (approximately 100,000 square feet), is five decades 
old-dearly, the market alone will not increase Wheaton's daytime population. In such instances, a 
government action to increase the daytime population is justifiable. 

2. The significance o(government office tenants to Wheaton's office market 

The Wheaton office market is stagnant-there has not been positive absorption in the 
WheatonlKensington market during the past decade. The only Class A building in ""'beaton is the 
Westfield Wheaton North, and recent vacancy and rent data indicate that Westfield Wheaton North is 
struggling In compete with Class A office buildings in more robust markets. 

Given the dynamics of the Wheaton office market, single-tenant buildings and government-tenant 
buiklings will probably need to lead the way if Wheaton is to develop an office presence in the 
near-term. A federal (General Services Administration (GSA» tenant could conceivably absorb an 
office building. Among potential non-GSA tenants, the County and the Maryland-National Capital Park 
and Planning Commission (M-NCPPCl are the most likely to be pioneers in the Wheaton office market. 

According to the Ca.%jdy/Turley team working with B.F. Saul, the air above tbe WMATA bus bays is 
probably the only location in Wheaton suitable for a GSA tenant. As such, the cost associated with 
building the platform above the bus bays (and the interim bus operations) is a cost that is necessary to 
attract a GSA tenant. If the platform is in place, or if all deals and financing necessary are in place, then 
the GSA will consider Wheaton as a location. 

GSA also weighs the presence of amenities in its decision-making process. The CassidylTurley team 
indicated that, in addition to Metro accessibility and the presence of restaurants, a proposal would be 
significantly strengthened by the presence of a hote\.2 

The GSA rent cap ($35) is higher than the current Class A rents in Wheaton ($29), and probably slightly 
above what private tenants would be willing to pay for new office space if existing Class A were 
available at current rates. Rents paid by the County at 255 Hungerford are in the low $30s. These 

:2 While (here is no General Development Agrel!ment yet, Execmiv;: statr states (hat there will nOl be any optrating subsidy to support a 
ooteL 
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factors, in addition to vacancies and rents in competitive markets (e.g., Silver Spring), will define the 
Wheaton market in the foreseeable future. 

The two most recent major GSA retentions have received County economic development incentives of 
$12 million and $19.5 million (NOAA. and HHS, respectively). Those incentives were necessary 
because the GSA rent cap for suburban Maryland (then $34 per square foot) was too low to justify the 
required investment. 3 

3. The rationale for a platform 

The air above the WMA TA bus bays is the largest potential site for Class A office space, may be the 
only site suitable for federal office tenants, and was contemplated/intended as a location for office space 
in the Wheaton CBD and Vicinity Sector Plan The Executive has proposed constructing the platform as 
a means to implement the redevelopment of Wheaton, but there are other ways to accomplish the same 
objective. 

The Council held its public hearings on the CIP in early February. Since that time, the Council has 
received scores of letters from Wheaton area residents, businesses, and community groups. The letters 
express support for redevelopment of Wheaton and excitement about potential changes that might occur 
if the County makes a catalytic investment in WOeaton. 

The Council has not received any letters expressing a specific desire to have a platform in Woeaton
the platform is a means to an end. The "end" is not to build a platform, to execute a General 
Development Agreement, or to attract a federal tenant. Rather, the desired end is to introduce land 
uses (to wit, office space) into downtown Wheaton that downtown Wheaton currently lacks and 
which the market will not provide. 

4. The timing nUh/! platform 

There is no market imperative to deliver a platfotID within a specified timeframe. The purpose of the 
platfonn is to create a location for office development, and there currently is no market for new office 
space in Wheaton. The new office space will be mostly or entirely occupied by goverrunent (County, bi
County, or federal) tenants. The right timing for County and bi-County tenants will be largely based on 
assessment of need and available resources. There is no right timing for federal tenants-more or less 
the same amount of leased space comes up for renewal each year. 

In a large-scale redevelopment project, the ideal timing for the public sector is to improve the least 
expensive/challenging properties first. The improvements to those less expensive/challenging properties 
wilt increase the revenue-generating potential of the more expensiVe/challenging properties, thereby 
possibly reducing the public subsidy/incentive necessary to catalyze redevelopment. Applying that 
principle to ""'heaton, in an ideal situation, it would make the most sense to redevelop the WMAT A 
site after redeveloping Parking Lot 13. 

A practical challenge in this particular case is that constructing a platfotID above the bus bay will 
necessitate relocating the bus operations. Consultants working for the Executive indicate that there 

3 In the case of HHS.lhe developer requested and received an incentive of$1.3 mHHon per yt!ar tor 1:5 years.. During the IS-year term. this 
incentive was ¢qulvalem to increasing tnt! rent from S34!square foot to S3539!square foot of GSA space. The GSA rent cap has increased 
(to $35 per square foot). For lllustrative purposes. an economic development incentive ofSO.39 to $139 per square foot annually {on a 
300,00(} square foot building over a IS-yea! period) would amount to a subsidy ofSl, 755 million to $6,255 million. 
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might not be any other suitable location for interim bus operations. If this is correct, it may be that the 
County's options are either to redevelop Parking Lot 13 only, or to construct the platform above the 
WMATA bus bays before redeveloping Parking Lot 13. If true, this would be an example of practical 
reality interfering with ideal phasing. 

Council staff does not agree with the Executive's assessment that no suitable alternatives exist. 
Silver Spring has been in interim operations for several years. Silver Spring has nearly three times 
more bus traffic than does Wheaton, and many of the routes in Silver Spring and Bethesda begin/end 
at those locations, meaning that buses spend more time at the transit hubs. See comparison of bus 
volumes below: 

• Silver Spring: 157 buses/hour 
• Wheaton: 59 buseslbour 
• Bethesda: 47 buseslhour 

5. The impact ofthe platform dming on small businesses 

Small businesses will be impacted by noise, dust, and disruptions to access and visibility during 
construction. Parking spaces on Parking Lot 13 will be temporarily lost. The disruptions to Parking Lot 
13 that will affect adjacent or nearby businesses will vary over time; some of them will be well managed 
or easily mitigated and others will not. 

Executive staff described the Parking Lot 13 timeline as follows: "In 2014, construction ofthe Interim 
Operating System would occur and be in operation during the platform and building construction. 
Approximately half the current lot would be available for public parking. In 2017, construction will 
begin on the underground parking, taking apprOXimately one year to complete. At that pOint, public 
parking would be available in the underground garage. In 2018, construction would follow on the 
retail, office and residential buildings. Finally, the Town Square would be constructed. Project 
completion would be in 2020." In short, the disruption could begin in FY14 and continue into FY20. 

6. PL» capacity to absorb demand shifted from Lot 13 

The entire Wheaton Parking Lot District (PLD) has 1,020 parking spaces. Program capacity is a term 
that is used in discussions about public school capacity and which is also applicable here: the program 
capacity of the parking lots is 95% of total capacity to allow for frictional vacancy. The total program 
capaCity in the 1Wlleaton PLD is 969 spaces, and will be 818 spaces when all spaces from Lot 13 are off 
line. From July 20 lito February 2012, the average number of occupied spaces in the Wheaton PLD was 
538.4 

Parking Lot 13 is a lSI-space surface lot. During the coru;truction of the platfonn, half of those spaces 
would be unavailable. Betwccn July 2011 and February 2012, during peak hours, the average utilization 
was 94 spaces (leaving 57 spaces available), Losing half of the spaces in Parking Lot 13 (75 spaces) 
would result in a loss of capacity that is currently utilized. 

While there are many spaces available in the PLD, most who would use Parking Lot 13 while 
patronizing small businesses in the Core would probably not cross Georgia Avenue or Veirs Mill Road 
for parking. As such, Parking Lots 33 and 34 will most likely need to accommodate any demand 
displaced by the redevelopment project. 

4 The Parking Lot DisrIlct pc;iorm5 utillzatiun srudies on Wednesdays and Thursdays, typically between 12:00 noon and 1:00 pm. 
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I IProgram I Utilization I_ .. 
• I capacity (95% I (July II-Feb . Available 

c--------..............-~m I Total cap::::ac",i::,tL T'.::ca=ac=it,l.L__,·..:.12=.____I-_C· =ap"'a"'c::.!it::./y'--....J 
! Total Wheaton Parkin Lot District. l020 969 538 431 

Parking Lot \3 151 143 94 49 
i Parking Lot 13 (loss) -75 .26 
IParking Lot 33 50 48 26 22_1! Parking Lot 34 39 37 16 21 

...--- _---'=-_-..JI 

There are currently approximately 43 spaces availables that can be used as substitutes for the 26 utilized 
spaces that will be lost; assuming that demand for these spaces stays at current levels, there is enough 
capacity within the Core to absorb tbe utilized spaces that will be lost. 

Of course, one factor that could affect demand for spaces in the Core is the influx of construction 
workers to the area. The Coalition for the Fair Redevelopment of Wheaton, in their testimony, 
recommended: Phase construction schedule and plan to ensure adequate parking for small business H 

customers and owners during the construction, including the provision of off-site parking for 
construction workers. " 

Affected business owners are concerned, not just that the spaces are available, but that potential 
customers will be able to find those spaces. Ultimately, signage will be needed to direct parking users to 
Parking Lots 33 and 34. 

7. Programs and resources for affected small businesses 

On January 30 and February 7, 2012, the PHED Committee engaged in discussions with the Executive 
Branch regarding small businesses and redevelopment. Staff identified two existing programs that ate 
particularly relevant to a discussion of small businesses and redevelopment: the Impact Assistance 
Program and the Small Business Revolving Loan Fund. 

The COWlcil established the Impact Assistance Program (lAP) to mitigate the negative impacts of 
County projects. Assistance is generally limited to $20,000 per business. The current balance available 
for the lAP is $22,479. 

The Small Business Revolving Loan Fund (SBRLP) makes short-tenn loans, typically between $5,000 
and $100,000, to small businesses. The SBRLP makes loans to retain or stabilize a business, as well as 
to assist in start-up or expansion of a business. The remaining balance available in the SBRLP is 
$668,749. 

Testimony from the Coalition for the Fair Redevelopment of 'N'heaton requested that the County create 
an emergency fund of $2 million for small businesses to ease the financial impact of construction. 
Obviously, this amount is well in excess of the available balance ($22,479). 

5 Availabie capacity calculated by subtracting: spaces occupied from program capaciry. 
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The Coalition for the Fair Redevelopment of Wheaton also requested that the County make longer-term 
investments in Wheaton area businesses. These investments would include rent subsidies, restarting the 
fayade and streetscape improvement program (with focus along Parking Lot 13), and technical 
assistance to Wheaton businesses. A rent subsidy program would need to be negotiated as pan of a 
development agreement and would be reflected in additional costs/risk to the County. Restaning the 
fayade and streetscape improvement program would be a cost in the County's capital budget, and that 
decision could be made in this year's CIP (the fa".ade and streetscape improvement program was in the 
approved FYII-16 ClP, and the Executive has recommended discontinuing it in FYI3-18). Technical 
assistance to Wheaton businesses, such as the technical assistance program contemplated in Bill 6-12, 
would be funded in the operating budget. 

8. Negotiation issues 

This public/private partnership is more complex than most. Complexity increa~es the chance that 
implementation will not occur. Staff highlights three potential stumbling blocks: 

• 	 The County and WMAT A may not agree on the value of the air rights above the bus bays; 
• 	 The County and the County's Parking Lot District may not agree regarding the replacement of 

spaces (or value of the land) on Lot 13; 
• 	 The County and B.F. Saul may not agree on the office rents to be paid by the County. 

To the extent that the Council has questions regarding specific items that are being negotiated 
between the parties, those questions should be asked in closed session. On the other hand, general 
questions about possible allocations of risk and cost are appropriate in open session. 

9. Firea/ issues 

On March 8, 2012, project consultants revised the fiscal impact analysis sharply downward. According 
to the latest draft, the project will not generate enough revenue to pay for the added cost of 
providing services to the new residents and employment generated by the project. Assuming that 
the project is eligible for enterprise zone tax credits, the significant public sector investment in the 
platform will not generate an annual operating surplus until 2026, and generates a present value 
surplus of only $2.3 million over the next 30 years. If the project is not generating any fiscal surplus, 
then the County's obligations to provide services and make debt service payments must be satisfied by 
allocating money from other priorities. 

The Committee's decision to approve or reject the Executive's request should not be made solely on the 
basis of any fiscal impact analysis-there are many other policy goals and equities involved. However, 
unlike a school or a train, a platform does not teach any child to read and does not take anyone to 
work. If it is not generating revenues, then it probably is not a good investment. 

The Committee is well aware of the fiscal plan and the County's larger efforts to move out of leased 
space. In the past, the Council has been briefed on lease termination savings related to the Sman Growth 
Initiative. To the extent that this proposal involves moving from leased space to other leased space, it 
represents a missed opportunity to take advantage of lease termination savings. 
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10. Economic issues 

There is no current demand for office space in Wheaton. Rents are low today and will remain low for 
some time-this 'Will be true whether or not a new office building is delivered. The platform does not 
guarantee that additional office space \\,111 be built beyond what could be built on Lot 13. 

There is a question as to when (or if) that potential long-term benefit Mil materialize--it might take 
many years. A 2009 market study estimated that 20-year office absorption for Wheaton would not 
exceed 875,000 square feet in the rosiest of scenarios, 

Parking Lot 13 can accommodate approximately 415,000 square feet of office space, which would 
increase total Class A office space in Wheaton from approximately 100,000 square feet to more than 
500,000 square feet. An addition of 300,000 to 415,000 square feet of office space will add a 
substantial daytime population to Wheaton (increase ofroughly 1,200 to 1,660 office workers)." 

RECOMMESDATlO~ 

The Committee must decide whether to recommend that the Council approve the PDF, which includes 
$39.5 million for construction of the platform and the interim bus operations, and $2.5 million towards 
the construction of a towo square. 

Staff recommends approval of the PDF only with significant modifications. Staff recommends: 
a. 	 removing references to the platform; 
b. 	 including planning, design, and construction of a 150,000 square foot County andlor 

bi-County office building on the Regional Services Center site or on Lot 13; 
c. 	 decreasing the FY13·14 appropriation to reflect FY13 and FYI4 expenditures of 

$0.5 million per year for planning, design, and supervision; and 
d. 	 programming $55.5 million from FY15 tbrough FY18 for (a) construction of an 

office building and associated underground parking ($46.1 million), (b) replacement 
underground parking ($5.6 million) to replace lSI PLD spaces in a new 
underground garage, and (c) constructing the town square ($2.5 million). ~ote: The 
total cost would increase by $3.0 million if the Regional Services Center needs to be 
relocated. 

Staff recommends a significant investment in Wheaton for the following reasons: 
• 	 Downtowo Wheaton needs a signature public space. 
• 	 Dowotown Wheaton needs an office presence to increase daytime population. 

Staff recommends investing in a town square and a County office building for the following reasons: 
• 	 Direct investments in tangible public assets are preferable to indirect market manipulations (such 

as subsidizing what otherMse would be private land costs by constructing a platforrn)8-building 
a town square and a County or bi-County government office building is more likely to be 
effective in the short-term and will provide longer-term value to the public. 

:; Based on estimates from a 2009 Wheaton market study by Say . .vea ECOHOIUics, doY<ntown offke work.ers sp¢nd between $2,500 and 
$3,500 anruJally near their jobs--an increase of 300,000 to 415,000 square feet of office space would increase daytime retail/restaurant 
spending by roughly $3 mil1ion to $6 million annually. 
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• 	 The platform should not "wag the dog"-the public has no need for a platform, the fact that it is 
difficult to accommodate the interim bus operations should not dictate project phasing, and the 
additional office development opportunity afforded by the platform may be both unnecessary and 
unlikely to be absorbed for many years. 

• 	 The additional cost in the 6-year CIP is justified by additional certainty and reduced disruption. 

SCMMARY COMPARISON 

Platform timing 
• 	 Executive: platform to commence as soon as possible, construction to begin in FYI4 
• 	 Council staff: Deferred indefinitely (could be taken up at a later date if not precluded by bus 

operation issues) 

Platform eO,5t 

• 	 Executive: $39.5 million (including interim bus operations) 
• 	 Council staff: Unknown-if platform is ever constructed the cost could be lower (for example, 

positive changes in market conditions "''ill be reflected in developer contributions) or the cost 
could increase (for example, the cost of interim bus operations could increase substantially if Lot 
13 is developed first) 

Otherlland cost 
• 	 Executive: Borne by private sector 
• 	 Council staff: $5.6 million (the cost of 151 replacement spaces for PLD underground), 

potentially an additional $3.0 million to relocate tbe Regional Services Center if the Regional 
Services Center is to be part of the redevelopment project 

County omce cost 
• 	 Executive: Lease payments for the building on the platfonn of$4.5 million (150,000 square feet 

times $30) to $5.25 million (150,000 square feet times $35) per year 
• 	 Option to purchase as early as year 10 (tenns to be negotiated)-exercising that option would 

be a capital cost 
• 	 Council staff: $46,\ miJIion plus $5.6 million for underground parking (estimated 151 spaces9 

times $31,000 per space) 
• 	 Debt service payments would be roughly equal to the lease payments made in the 

Executive's recoIlunendation--for illustrative purposes (at 5% interest over 20 years and 
debt service coverage reserve of one year at 1.25 coverage), $4.5 million to $5.25 million per 
year would leverage a net bond issuance of$50 million to $59 million. 

• 	 In this scenario, there would also be operating costs. If, as an example, those annual 
operating costs were $15 per square foot, the total operating costS would be $2.25 million per 
year. 

)1 Executive: staff indicates that the current plan for Parking Lot 13 includes a [otal of 41 0 spaces, 20:5 of which will be PLD spaces. The 
remainder will be the parking for either the exi:'lting residential or a furu:e office use {such as M~NCPPC). 

9 



Cost of possible lW-NCPPC omce on Parking Lot 13 (not part of the PDF, but part of on:rall 
redevelopment strategy) 

• 	 Executive: $46.1 million, assuming B.F. Saul's estimate of$307 per square foot 
• 	 Council staff: $46.1 million, assuming B.F. Saul's estimate of $307 per square foo! 

Private ollice space 
• 	 Executive: 150,000 square feet on the platform in Phase I, up to 197,000 square feet in later 

phases on "the point" (absorption rate unknown) 
• 	 Council staff; None on the platform unless changes in market warrant later development above 

the WMATA bus bays, some potential on the point (unlikely) 

Totalot1ice space in Phase I (including lllf-NCPPC) 
• 	 Executive: 300,000 square feet to 450,000 square feet (one building on platform, plus possible 

M-NCPPC building on Lot 13, assuming that M-NCPPC does not become a tenant on the 
platform) 

• 	 Council staff: 150,000 to 300,000 square feet (either one or two buildings, County and/or 
M-NCPPC) 

Town square on Lot 1.1 
• 	 Executive: Yes (28,000 square feet for $2.5 million) 
• 	 Council staff: Yes (28,000 square feet for $2.5 million) 

Years ofdisruption to small businesses 
• 	 Executive: 5-6 years 
• 	 Council staff: 2-3 years, unless market conditions warrant development above the WMATA bus 

bays 

Public assets at lease termination 
• 	 Executive: (1) an option to purchase all or part of a leased building, (2) possibly 150,000 square 

feet of M-NCPPC office space, (3) a town square, and (4) any remaining development potential 
on top of platform. 

• 	 Council staff: (l) 300,000 square feet of office space (County and M-NCPPC), and (2) a town 
square. 

F:\Se5ker\WordIFY 13 C[P Wheat{)n Redevelopment\wheaton ClP PHED 030812~2.t!.oc 
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DET AlLED PUBLICIPRIV A TE PROJECT DESCRIPTION 

Summary ofExecutive'sp!quesl 

The project provides for studies, engineering, site improvements, and construction in support of the 
public/private partnership among the County, WMATA, and the B.F. Saul Company. The project has 
two components: first, retail, office, and hotel development over the \liMA TAbus bay site and the 
Regional Services Center site; and second, a town center development on the current Parking Lot 13 
site. The partners currently refer to the project as "Wheaton's New Downtown." 

The request, if approved, would constitute a portion of the County's contribution to this partnership. 
Specifically, the request would pay for the County's cost to construct a platform over the WMATA bus 
bay site and a town square on Parking Lot 13. 

Wheaton Redevelopment Prortra_No. 150401 (PDF at © 4-51 

In thousands of dollars {SOOOsl' 

, Est , Total 6 
 FYI3 i FYI4 ' FYI5 FY16 IFYI7

IFYI2 i Years 


Total ,780 ! 41,982 


I 

I ::::-~j1,216 27,810 3,705 . 1,330 i 
..--~. 


The Executive recommends $42 million over the FY 13-18 period. Almost all of the expenditure in tbe 
PDF is for the construction of tbe platform over the bus bays and the costs associated with the related 
interim bus operations. Executive staff clarified the breakdown of costs between the two projects: ''All 
but $2.5 million ofthe requested $41.9 million is attributable to the platform and interim bus operations. 
The remaining $2.5 million is for the design and construction ofthe Town Square on a portion of 
Parking Lot 13. " 

Approximately 2/3 of the PDF expenditures will occur in FYl5 (within this CIP but beyond tbe 2-year 
capital budget). The estimated appropriation request is for $0 in FYI3 and $4.334 million in FYI4, to he 
funded with General Obligation Bonds. 

The CIP request represents a possible schedule of public expenditures on public capital projects but does 
not address the schedule of other public expenditures that will be tied to the redevelopment Other public 
expenditures will be necessary to implement the project Non-capital expenditures are lO not included in 
this 6-year CIP. II 

Ie Examples of non~caphal .expenditure., that might arise in the impt~mentation of the Whealon Redevelopment Program include 
expenditures for public secror financial support of affected businesses, economic development incentives. and any marginal costs 
associated with non..capi!a; public benefits. In addition, the County will forgo revenue from impact taxes-development inside the 
Wt.eaton enterprise zone is exempt from County impact taxes, and the ExecutIve estimates that the impact tax exemption for this project 
will amount to $5.8 million that otherwise would have gone to the County to address transportation and school capacity needs. 
11 For example, the pLlblic~private partnership currently prop"sed also includes tbe County rer.ring office space from the developer with an 
option to purchase that space at a later date. The cost of exercising that option is an example of a capital expenditure that is outside of the 
term of this 6~)ear eIP. 



Public/private proiect summary 

The public/private partnership (H\llheaton's 0iew Downtown") project has two components: 
• 	 First, a commercial (office, retail, and hotel) development over the WMATA bus bay and at the 

location of the Regional Services Center, and 
• 	 Second, a "town center" development at the current Parking Lot 13 site (across Reedie Drive 

from the Regional Services Center). 

The first component, commercial development over the WMA TA bus bay, is not possibLe without a 
pLatform. The Executive staff described the County's responsibility in a public/private partnership as 
tolLows: "The County's responsibility is to deliver the area above the WMATA bus bays and the site of 
the Regional Services Center as 'green field' sites, and to lease approximately 150,000 sf (with an 
option to purchase) in one of/he commercial office bUildings. " 

The timeline of the public/private project is the subject of multi-lateral negotiations. If negotiations are 
successful, the terms of agreement will ultimately become part of a General Developmcnt Agreement 
(GOA) between the parties. The GOA will spell out the timing of all public and private components of 
the project and define the risks and responsibilities attributable to each party. Those negotiations will 
clarify the obligations ofall parties involved. 

Initial plans tor Phase I of the public-private development project assume construction of the platform 
followed by development both on top of the platform and in the location of the current Regional 
Services Center. The Phase I development program is: 

• 	 Office Building # I: Approximately 300,000 square feet, of which half would likely be leased by 
the County 

• 	 Hotel: Approximately 120 keys/rooms (7&,000 square feet) of limited service, extended-stay 
hotel 

• 	 RetaillRestaurant: Approximately 10,000 square feet (personal service/valet/convenience) 
• 	 Parking: approximately 446 spaces 

The platform will also serve as the ground on top of which an office building for a potential federal 
(GSA) tenant might later be built. The County, B.F. Saul, and WMAT A will almost certainly need to 
have all agreements (affecting the platform) in place before the GSA will consider Wheaton as a 
possible location. 

The initial plans tor subsequent phases include the following elements: 
• 	 Platform 

o 	 Potential Office Building #2: Office building for GSA tenant, approximately 300,000 
square feet 

o 	 Potential Office Building #3: Up to remaining 197,000 square feet of commercial zoning 
capacity 

• 	 Lot 13 
o 	 Underground parking for the public and private components of Phasc IT (approximately 

410 spaces), to be provided by B.F. Saul 
o 	 A 10Yt11 square (this PDF) 
o 	 Lot 13 Office: Potential office building for M-NCPPC 
o 	 Multi-family residential: 200-plus units (actual unit count dependent on market) 
o 	 Retail!restaurant: Approximately 30,000 square feet 



According to Executive staff: "Phase 2 contemplates a mixed use private development plan with no 
contribution or subsidy from the County, The only fonding within the proposed PDF on that side of 
Reedie Drive is the Town Square money and the Interim Operating System." B.F. Saul would be 
responsible for constructing parking under the town square and replacing the spaces from Parking 
Lot 13. 

Sector Plan context 

The Wheaton CBD and Vicinity Sector Plan identified Wheaton as a "specialized urban center, serving 
local and regional retail demand." The Plan aims to create a more diverse economy in Wheaton by 
balancing new land uses with the existing retail uses to increase daytime population (p.9). The Plan 
acknowledges that Wheaton lacks an established local office market, and also notes that there are 
generally few properties that are appropriately sized for Class A office space (p.ll). 

The Sector Plan states that the Core should contain "a defined civic presence and new office uses." 
The civic presence should be a major public use space "in the vicinity of Parking Lot 13" (PAO). The 
Sector Plan emphasized the importance of office space to Wheaton's future success. 

The core of Wheaton has a Metro station and some of the largest potential redevelopment parcels in 
Wheaton, The Sector Plan singles out the WMATA bus bay site as having the best potential to 
redevelop with a major office component due to the site's location, size, and public ownership 
(p.40), The WMAT A bus bay site has been a part of previous redevelopment efforts that did not advance 
to implementation. The challenges are both fmancial and practical-in addition to the cost of 
constructing a platform structure capable of bearing the weight of multiple buildings, the project also 
requires successful negotiations among a private developer, WMATA, the County, and the Parking Lot 
District. 



----

Wheaton Redevelopment Program 

Category General Governmen! Dete Las: Modified Marcil 8, 2012 
Subcategory ECOf'lom:c Development ReQuired AoeqlJate Publlc Facl11ty No 
Admlnlstermg Agency COU''lty Executive Relocation Impact None 
Plan,mg Area Kensington-Wheaton Status Planmng Stage 

Expenditures Schedule (SOOO) 
Thru Est. Tofal Beyond

I FYll 6 Years FY12 FYIJCost Element Total 1'\'14 FYI5 I FY16 FY17 FYI8 6 Yean 
50{)},495 (IPlanning, Design, and .SupervlslOn 10,515 520 6.500 500 2,0{)(1 2,000: 750 750 

(I I]1,010Land ! 1,010 0 0; 0: oi 0 (I 0 
(I 16: 0Slt~ Improvements and Utihtics 1,470 J,30~ 0: 1611 01 0 0 0 

49,862Constructton 50,520 408 250 0 1,0002000 l 27,&62 1,000 0 
{) 0Other 74 64 10 0~I b 0 0 0I 

SO{)6,286 56,523 51101 22,161 29,861Total 63,589 780 1,1511 1,750 0 

Fundinu Schedule ($000) 
(10 Bonds 58,0121 1,618 733 55,661 500 500 22,161 29,0001 1,7501 1,750 01 
Contributions 862 0 0 862 (I 0 0 862: 0' 0 01 
r"cderal Aid 418 371 47 0 0 0 0 01 0 0 0 
PAYOO l.797 3,797 0 0 0 0 0 01 0 0 0 
State Aid 500 500 0 0 0 0 0 0: 0 0 0 
Total 63,589 6,286 780 56,523 500 500 22,161 29,862: 1,750 1,7511 0 

llICSCRIPTlO," 
The project provides for studies, site improvements, and construction associated With the town square, underground parking and a new government ofTice building 
Thc office building WIll be elther a new County office building or f<.4-~CPPC office building located on either })arkmg Lot 13 or the sile of the current Regional 
Services Center. The specific location and uscrs of the office building Will be dctennined following an assessmenl of County and bi-County needs, with planning 
efforts lQ take pJace in FYI3~14. The project include!; replacing uny impacted parking spaces on Parking Lot 13. The project provides fot a town square on 
Parking Lot 13. Following completion of the improvements, this project includes re-starting the facade and streetscape improvement program. 

ESTl\lATED SCHEDULE 
Planning to commence in P'Yl3_ Construction of the underground parking garage anJ tOwn square on Parking Lot l}wiII commence in FY15. Construction of the 
government office bUliding to be completed in FYI6~17_ Following completion, a Ia~ade and streetscape improvement program win commence, providmg a safe 
and attractive environment and introduelflg uniform deStgn elements to targeted areas. 

COST CHANGE: Cost chanse dUG to updated project scope which includes planning, design, engineering, site Improvements, anJ con:slruction of a town square, 
underground parkmg, and a government office building. The t~ade and strcctscape Improvement program will be suspended unul FY 17. 

JUSTIFICAnor; 
The Wheaton Redevelopment Program was established in 2000 with the goal of encouraging prIvate reinvestment through targeted, complementary public 
Investment The complementary public investment that Wheaton most needs. is. investment in creatmg a centrally iocated publJc space and a day1ime population that 
together will comribute to an 18-hour economy in downtown \Vheaton hi:. expec:ed that lhlS public investment will leverage sigmficant prIvate investment, some 

Plans & Studies: Wheaton CHD and Vicinity Sector Plan (20! 1), State of Maryland designatlon as a Sman Growth and TOD SIte (201 0), The Inlematlonsl 
DOwlltown Assoeal.ion Advisory report t200&}; WRAC ac(ivilies since established in lOO{) 

Appropriation and Expenditure Data : Coordination :\lap 

Date FlfSJ Appropriation FY04 ($OOOliWMATA 

First Cost Eslimate Current Scope (FYI3) 63,5891 Office of the County Attorney 

Last FY's Cost Estimate 13, 19l !Wes(fie:ld MaH 

'Y1-NCPPC 

A.ppropnation Request FYll oDepartment ofGencral Servl~ 

Approvriation Request ESL FYI4 o Department ofTransportatitm 

Supplemenlal Approp, Request oCommunity Associalions and Residents 

Transfer a Private developers 

Cumulative Appropnation 89}0 

I ExpenditureslEneumbrances 6385 

: Unencumbered Balance 2545 

Partial 

New Partml Closeout 

T oral Partial Closeout 

FYlO 

FYII 

0 

0 

0 

Department of Housmg and Community 

;\ Hairs 

~1~d-County Regional Services Center 

State of Maryland 



Wbeaton Rwevelopment Progrolm 

Category Gem:ra; Go',-eOlmenl OJ!C Last Moddbi Apn15, :::012 

Sllbl:alcgo!), [conom!c DeveJ®menl Reql.<lred Adajuale PutJ'!(; facll!IY No 
Adminl$teong Agency COl:nty Execl1!!Ve Reiocat:KIIt lmoact None 
PliLTJmng Atea Kensmb>10nw Whc.#I(l() Slatus PlarL'1!lljt SLagll 

E)( enditlAres SchdlAie ($000) 

FYI7 FY18 

" o 

" ~_2J 

fundiJl2 Schedule (SOOO 

;GO Bonds 66 '139 1,018 733! 64.5&8 1,150 4,40(j 26,200 3!J38, 2W: 1500 0' 

Contnbutiuns .62 0 0' &62 0 0 01 862 0 0 0' 

C:UTem Revenue GellCTaJ 6S0; 0 01 650 650 0 0' 0 0 0 f): 
Federa! Aid 418 371 471 0 0 0 01 0 0 0 01 

PAYGO I 3)97 3.197 0: " 0 0 01 0 0 0 0 

St-ah: Aid I '00 '00 01 0 0, 0 0' 0 0 0 :) 

Tufa1 73166 6,286, ""'1 66.100 1,8oo! 4400 }6,200L 32000 200 L'WO _oj 

DESCJUPTlOt'li 
The pro]e!;t pnJ',-1des for deQgn, site Improvements, and C{lIJsH1Jction associated wdh a new headquarters bUIlding (approx !50,OO:J sq ft) lor M-NCPPC on Parking Lot lJ, as well as 
llnciCfground or strW;:llIred parkmg and a new town sqnaIe. The headqumers blllJdmg: would po!entlally oont8ln a vertIcal mix of u~es The projecl proVides for a town square on P;u-kmg Lot 13 
:hall~ at Jellst :/3 the area oflhe sile The proji!Ct alM;! proVIde:. up 10 $650.000 m FY 13 for COflsuhmg servlce,,' an i:WaluatlOn of the finane!al feasibility of redeveloping (he WMATA bus bay 
~jt;;;, and a comprehellSlv", parkmg study to identify potenhal disr".!ptl(J[lslo parkmg ~ppjy and ehangeli m parkmg demand lhal result from redevelopment and how lhose eha.c'ges 1Il ~pply and 
dcmalld mIght weel eXlstmg bUSlllesse5 m Whea!on, and 10 IdentIfy potentIal soh.wons (includmg, OCI not ;imllOO 10 slgna.':c, parkmg management, and tetnporatylintenm parblg) Tne 
[xceuuYe "'III bnefthe Council rcgarjmg lhe outcome ofrhese srmhes ;Jefnre Ihe ExeculI\"C resumes negouatmg Ihe terms of any General Development Agreement Planmng for Ihe b\l~ bay SHe 
III FY; 1-18 mcli!de$ any necessary updates to preHOIlS stt:dICS 

£..I$TI~ATEO SCHEDULE 
Plarlmrtg and engmeenng 10 eommenee in FY!3. COTls:ruetiQIl of the ullrlergrrnmd parkmg garage and to",n squarc on Parking Lot n wIn commence In FY15 CQnsfmelt<:m of/he M·NCPPC 
headquarters building to be completed m FY16_ 

COST CHA~GE; COS! change due to updated pro]ee! scope whteh includes planning, de~lgn. engineeong. site improvenwnls, and CQ05:ruetion of a fOWl! square, llJlderground !larkmg, and a 
government office buddmg. as weB as financial anillysIs of the fea;,ilblllty ofre!ievelopmg the WMATA bn~ bays Planning for the bus bay slle !S scheduled for FY IS The facade and stre<;:lscape 
lmprovement program wtll be reassessed after completion of the town sqllare Plannmg fo; fcdevelo!lmen! uf the Vv"MATA sIte will begm III FY 13 

Jt:STIF'ICAnON 
The Wbeaton Redevelopment Program was estabhshed in 200G With the &031 of eneol!Iagmg privale :emvestrnenllhrough targc{!"'d, complemcntary pub!!c IOvestmem 'fhe complcmemaJ)' publiC 
lnveSlment that Wbealon moSt needs is J[Jvestmenl III l:reatmg a eentndly located publJe spare and a dayll1ne populallOll that togethcr "'Ill eontnbU1c 10 an lS·hcml' economy lU downtown 
Wheillou [11>1 expecfed that IhlS public mvtlSlmenl wlllle:verage slgmficallt pn\la~¢ mveStm(':nl, some ofwhlCh IS already OCtllITrng In Wheaton 

Plans & Studies. Wheaton CBD and Vlclmty Seetof Plan (20)!), State ofMatyland d¢ll£lli\(!('r as a Smart Growth a-:ld TOD $lIe {2010j, flrban lAnd Irl,>1lllit~ Ted'!hca! A,'iSlslan<.'~ Pond 

(lOW), The Iniematlonal Duv.ntown A;;socatioll AdVIsOry report (2C08); Wheaton's rJbhc Safety Audit {Z{)04). The Wheaton Redevelopment Advisory COllunittee Vl';JOfllng pmc.:ss for the 
Whealon core; NatiOl.13lI Mamstreet Cenler Plamting.i?luJ (20001. \VRAC aclmhes since established It! 2000, 

Coordination IMap!.Appropriation and Expenditure Data 

WMATADate FIrs: A~l!natlOll FY04 ($000) , 
Office or the CnnnlY Attorney iFlfst Cost E"lirrta!e Curretlt SCO~ {FY13) 73.166 I:'asl FY'~ CoS! EshJnat~ 13.141 ,W.-:sICe:ld h-bli 

M·NCPPC 

Ap:;ropnati2n R~\!eH FYI3 {) DepJ.rtlt\¢I\I of Genaa] SefVlee& 

AOPrQDnarioo. R~ue,;.t Esc fV14 3,6:\5! De-p-aITlflefil ofTrausportahon 

Suwlemcmal AE2fOC Reguest 

Tfaflsfer 

C
:Cumulalive Aee!o!?riatn)!l; . 

O;CornulUnny A.ssoc!iJ!!OUS and Re;,Jdeuts 
i 

0, Pnvatc dcvc~;)pet'S 
, 

: Department of Jluusing anC Comlnllmty 

S')3() Aftiurs 

ExoendilurusfEnClIffibrafices 6385 MId-County RegIOnal SCf\.wes Center 

UneUC'lrnbercd Balance 2545' State 01' Maryland I 

Partial 

Nev.- Parhal Closeout 

Tota! Partial Closeout 

FY10 

FYll 

o 



Wheaton Redevelopment Program -- No. 150401 
Category General Government Date Las! Moolfied January 10,2012 

Subcategory Economic Development Required Adeauate Public FaCility No 
Administering Agency County Executive Relocation Impact None. 

Planning Area Kensington-Wheaton Status Planning Stago 

EXPENDITURE SCHEDULE Il;000) 

Cost Element Total ~:~ ;f,t, I ~ FY13 FY1' FY1S FY1. FY17 FY18 :-le~n~ 
, and 14.939 3.495 5201 10.710 12ii 2.33U 370 17: 21. 

.and 0 

S;Ie' ; and Utilil,e. 0 ,368 " 'H 16' 4 
~BI 250 2<'i44 -0 0 20.1'2 0 2,0 1.B 

Olhe' l3' 5' 10 l760 -0 0 82' 1.21' 96 

rotal 51.078 .,286 -i80 . 41,982 1,216 4.489 27.8101 3,705 1.330 3.'32 2.03 
SCHED JLE (SOC 0) 

862 0 0 862 0 0 0 0 0 B62 0 

:urrent : Gene,.1 3.000 0 3.000 0 0 602 B1B 818 682 

Fede,.1 "B 37' .7 o· 0 0 0 0 

G.O. Bond. 42.501 .618 733 3B.120 1,216 •••• 27.1'" 2,Bo; 512 ,B88 2. '3D 

PAYGU 3.797 3.797 0 0 0 I '0 
State Aod 500 500 a 0 0 U 0 

Total 51078 6.286 '7.0 ., ••2 1.216 4.489 27,810 3.705 1.330 3.4321 i'iiii, 

OESCRJPTION 
This project provides for studies, engineering Site Improvements, and construction In support of the publidprivate partnership, known as '"\IVheaton's new 
downtown: This partnership between the county, (he Washington Metropolitan Area Transit Authority (WMATA). and the B.F. Saul Company is a County 
Executive enbeal proJect. The project has two main parts: 1. Retail and office development over the WMATA bus bay and the Regional Services Center (RSC) 
Site, and 2. Town Center development on the current Parting Lot 13 site. The prolect program calls fO( 600,000 square feel of office development, a 120-room 
hotel, 200 10 250 residential units, 40,000 square leet of retall!flex space, and parting. In addition to the three-party partnership, the Maryland Nalional Capital 
Park and Planning CommiSSion is conSidering becoming part of ""Wheaton's new downtown" as it weighs relocating its Montgomery County headquarters. The 
redevelopment program will also assist the department 01 economic development In Its eHorts 10 mltigale negative impacts to small and local businesses. To 
assist in funding this publidprivate partnership. the redevelopment program IS discontinuing the sueetscape and fayade unprovement programs. 

ESTIMATED SCHEDULE 

FY13 and FY14 includes funding for preliminary engineenng to address pedestrian and vehicle issues, lighting, ADA issues, site utilitJes. and photometric 
studies. FY13 includes funding for gateways and way finding slgnage. In FY15, construction begins on the 'WMATA bus bay/RSC site. Construction of the 
county portion. a platform over the bus bays, will last approximately 18 months, with an additional 18 months of B.F. Saul constructJon of h1Qhrise office/retail 
buildings dovetailing with the completion ot the platform. In FY16. construcllOn engineenng on the Town Square Will begin. Construcbon itself would occur in 

FY18 and FY19. 

COST CHANGE 
Cost change due to updated project scope which includes deSign, englneenng, SIte Improvements, and construelion in support of the publidpnvate partnership 
and the elimination of streetscapes and facades. 

JUSTIFICATION 

The Wheaton Redevelopment Program was estabhshed in 2000 with lhe goat of encouraging private reinvestment through targeted, complementary public 

Investment. It is estimated thai the private sector will create over a million SQuare feel of new development. ThIS PDF provides County contnbulions to this 

$200. $300 milhon project. All developers are required 10 adhere 10 a sind slreelseaplRg plan. 


The Wheaton Certlral BuSiness Distnct (CBO) and Vicinity Seelor Plan (2011); State of Maryland deslgnalion as a Sman Growth (and TranSit Onented 

Development (TOO) Site (2010): the Wheaton request for qualifications for publlc-pnvate partne~hip for the design. conslruellon and financmg of TOO 

development for the Wheaton CSO (2010): Urban Land Institute Technical ASSistance Panel Report: Wheaton CBO (2009): The International Downtown 

AsSOCiation (IDA) AdvIsory Panel Report (2008): Wheaton's Public Salety Audit (2004): The 2005 Whealon Redevelopment AdviSOry Committee (WRAC) 

Visioning process for the 'Nheaton core; NatIOnal Malnsleet Cenler Planmng Study (2000): WRAC activities since established in 2000. 


OTHER 

SpeCIal Capital Projects Legislation will be proposea by the County Executive. 


FISCAL NOTE 
• $418 000 federal grant funded through the SAFETEA·LU uansportatlon act, was received In FY09. 

APPROPRIATION AND COORDINATION 

EXPENDITURE DATA WMATA 

Date First Appropriallon FY04 ($000\ 
Office of the County Attomey 
M·NCPPC 

Firs! Cost Estimate 
Current Scope 

Last FYs Cost Estimate 

FY13 51,078 

13,191 

Westfield Mall 
Community Associations and Residents 
Depanment of General Services 

Appropnatlon Request FYI3 o Depanment of Transportation 
Pnvate developers 

Appropnabon Request Est FY14 4.334 Department of HOUSing and Community 
Supplemental Appropnabon Request o AHairs 

Transfer o Mld·County RegIonal Services Center 
State of Marytanc 

QJmulatlVe AppropnatlOn 8,930 

Expenditures I Encumbrances 5,385 

Unencumcered Balance 2.545 

Pamal Closeout Thru FY10 o 
New Partial Closeout FYl1 a 
Total Partial Closeout o 

Recommended 



___~W~h~e~aton Redevelopment Program -- No. 150401 (continued) 

~ A delo'eloper conuibVtion of $861 ,940 from M·NCPPC P\Jb!lC Use Space and Amenity Pund. November 5, 2010 Planning Board ResokJtJon. 10-149. Site Plan 

8201100;0 
• Cost estlmales for fhe platform over Ine WMAfA b.Js bays are based upon commercial const/uction sraf'ldards and ma:t crange as the pfojecl evOlves 
• Developer conlnbul10ns WIll be oenhfieCf in the General DevelOpment Agreement 
• Total projeCl cos! for Streetscape and Facade WOf1( S8.930,ooQ. 

OTHER OISCLOSURES 
~ A pedestrian impact analysis has been completed lor this prOject 
• The Executive asserts that tnlS pn)led conforms 10 the reqwrements of relevant local plans. as requited by ,he Maryland EconomIc Growth. Re$OUfce 

PrOlectlon and Planning Act 


8-8 




Sesker, Jacob 

From: Ash Kosiewicz [AKOSIEWICZ@ledcmetro.orgj 


Sent: Friday, April 06, 201210:28 AM 


To: Sesker, Jacob 


Subject: Wheaton Redevelopment PDF language changes 


Hi Jacob, 

The Coalition for the Fair Redevelopment of Wheaton has reviewed the proposed updated PDF language for the Wheaton redevelopment project and 
respectfully requests that the following additions be made. 

PROPOSED LANGUAGE: "The Executive will brief the Council regarding the outcome of these studies before the Executive resumes negotiating the terms 
of any General Development Agreement." 

PROPOSED REVISION: "The Executive will brief the Council regarding the outcome of these studies and any planning or negotiations regarding job 
opportunities and training as well as small business protections before the Executive resumes negotiating the terms of any General Development 
Agreement." 

PROPOSED LANGUAGE: "The project also provides up to $650,000 in FY13 for consulting services, including an evaluation of the financial feasibility of 
redeveloping the WMATA bus bay site and a comprehensive parking study to identify potential disruptions to parking supply and changes in parking 
demand that result from redevelopment and how those changes in supply and demand might affect existing businesses in Wheaton, and to ,,.j6M;<. 

potential solutions (including, but not limited to signage, parking management, and temporary/interim parking)." 

PROPOSED REVISION: "The project also provides up to $650,000 in FY13 for consulting services, including an evaluation of the financial feasibility of 
redeveloping the WMATA bus bay site; a comprehensive parking study to identify potential disruptions to parking supply and changes in parking demand 
that result from redevelopment and how those changes in supply and demand might affect existing businesses in Wheaton, and to identify potential 
solutions (including, but not limited to signage, parking management, and temporary/interim parking); and planning studies that review potential 
models and approaches to creating additional local jobs and job training opportunities in advance of/during redevelopment, including relevant case 
examples in Montgomery County as well as innovative models from other jurisdictions in the DC region as well as nationally." 

Best, 
Ash Kosiewicz 
Lead Organizer 
Coalition for the Fair Redevelopment of Wheaton 

Ash Kosiewicz 

~ 
4/6/2012 




Coalition for the 

of Wheaton 

Wheaton Coalition Response to Updated Council Staff Plan for Wheaton Redevelopment 

The Coalition for the Fair Redevelopment of Wheaton, composed of more than 1,000 supporters including 

Montgomery County residents, Wheaton small businesses, patients receiving services within the Mid-County Regional 

Services Center, and area nonprofits, endorses the broad vision of the Wheaton community as articulated at a meeting 

of area community groups and citizens on March 19th. This vision, which champions redevelopment and shared 

prosperity, aligns with community feedback solicited at the November 2010 large community meeting on Wheaton 

redevelopment, 

This vision makes clear that any plan for Wheaton redevelopment should include the following: 

• 	 Involve responsible development 

• 	 Keep Wheaton diverse and eclectic 

• 	 All development needs to be "visibly" green and environmentally friendly, 

• 	 Proposed Town Square needs to be bigger and at least 1/3 the size of Parking lot 13. 

• 	 Small Business Assistance Program, Bill 6-12, as proposed by Councilmember Nancy Navarro, should be 


supported and full funding should be allotted. 


In response to "Wheaton Redevelopment Program draft PDF" dated March 30, 2012, the Coalition issues the following 

response for incorporation into the Council staff's memo to inform the April 10 recommendation of the Montgomery 

County Council on the Wheaton redevelopment project. 

• 	 By recommending that construction on Parking lot 13 become Phase 1 of the project, this plan creates an 

emergency for small businesses in lot 13 and the greater Wheaton Triangle. 

o 	 Recommendations: 

• 	 In return for the proposed $58 million dollar proposed investment of public taxpayer money to 

support the plan, the Council should direct the County Executive to put in writing concrete 

protections for small businesses 1 before the finalization of any General Development 

Agreement, 

• 	 The Coalition requests an immediate construction impact study. 

• 	 If the proposed bus bays feasibility studies come back positive, the Coalition requests that the original phasing of 

the project be restored (Phase 1 Bus Bays, Phase 2 Parking lot B). 

• 	 Plans for Parking lot 13 should be changed to better reflect the vision of the community. 

o 	 Recommendations: 

• 	 The town square should be larger and serve as a more prominent amenity for lot 13 to attract 

more foot traffic and families to Wheaton's downtown, 

1 As referenced in the Wheaton Coalition's proposed public benefits document, which references tmpactAssistance Funds under the 

County's Sma!! Business Assistance Program as one piece of a comprehensive approach to protect small businesses. 



• 	 The plan should only allow for one building on Parking Lot 13. 

• 	 The Coalition values the wise use of public taxpayer money and the work that is being done to truly understand 

the costs and assumptions underlying the proposed Wheaton redevelopment project. 

o 	 Recommendations: 

• 	 In return for the proposed $58 million dollar public subsidy, the Council should direct the County 

Executive to work with B.F. Saul to put in writing concrete public benefits to protect Wheaton's 

small businesses and diversity, including local job sourcing and training, small business 

protections, and affordable housing. 2 

• 	 To ensure proper oversight and accountability, the Council should require the County Executive 

to brief the Council on issues related to project phasing and public benefits before any General 

Development Agreement is signed. 

'Ibid. 



County Executive Proposal M-NCPPC and County Towers on Lot 13 

Current PDF 


M-NCPPC Building' 


Total 


Includes: 


Option 1: 

Buy Out of County Building' 

Total 

$42 million 


83 million 


$125 million 


Platform/lOS 


BRT Bus Bay Reconf.guration 


Parking on Platform 


Hotel 


150,000 sf lease for County (see Option1) 


600,000 developable sf available on platrorm 


Town Square 


M-NCPPC Building on Lot 13 


Parking on Lot 13 including PLD replacement 
parking 

$60 - 83 million 

$185 - 208 million 

County Building' 


M-NCPPC Building' 


Total 


Includes: 


$83 million 


83 million 


$166 million 


Town Square 


M-NCPPC Building on Lot 13 


County Building on Lot 13 


Parking on Lot 13 including PLD replacement 

parking 


'The $83 million cost for both the M-NCPPC and County buildings assumes a 150,000 sf building with underground parking and includes: PDS, Site + 
Utilities, Construction, Other, contingencies and cost escalations. 

® 




SILVERPLACE DEVELOPMENT COST· REVISED ESTIMATE 


March 15, 2012 

($000'5) 


Category 2009 Est Current Est Comments 

Gross Floor Area in Square Feet 159,000 144,000 

Land $0 $0 

Site Improvements & Utilities $5,388 $5.388 
Less: Utility Relocation ($435) 
Less: Shared Sitework ($1.508) 
Less: Site work Under Public Wing 1i§hll 
Current Estimate $2,783 

Core & Shell $29,333 $23,345 "Current" entry: Hard Costs for Tower 

$4,170 "Current" entry: Public Wing office space & Hearing Room area Hard Costs 

$27,515 

Offsite Improvements $435 $0 

General Contractor's Fee $2.112 $1,817 4.5% of Land, Sitework, Core & Shell. Offsites & T /1 


loio'I"'H'-"d'''eo''",~:..tr'-'''''''~'''-''''lll!'',,,,·......''ft''_!J'''''Ii''j!:ii''~·l· -5"'''''''''''''''' """,':."l"''''w,,····'''·''''·,,·''',····'''''mr'''f'!Im'''~~_J'~I_
tl,ota "ar " Jh,," """i~;r";"i', \:~{:;·','(.':"·/~,',>r:t;:.j':};"::'.~'3:'·,t>i~:!,';,'i':JI-J4Q&t'f'/.' ,',<if:"~:::' 9i1I., 1'-'.:-"'.:', 'i"'''''' ',': <', .' ", -":' " " i-,:.','" ->,<.::.;, :~,::,~::.:':'",';::".";"'>~"\':,<:"y:):,: ·,,\:'-;R,(;~d.'>e,f~:,:;"';;~:7i)ft'.:':':: ','''·::r(/:t,~~ ;",;Vt:"Y'~' 

Architectural & Engineering Fees $S,145 $4,38910% of Land, Sitework & Utilities, Core & Shell, Offsites. T/I & GC Fee 

Financing Fees $250 $0 

Utility Fees, Permits & Bonds $3,069 $2,762 "Current" entry: 2009 estimate reduced by 10% based on Hard Cost reduction 

l13a5e·l!ullali1i1)~viii9PIi\.ntco$t""I'."'.1'7'"7"$'iJ5;7~2 ...•,"'($39;2!j6""" 

Tenant Improvements $11,773 $11,773 

Temporary Space $98 $0 

Development Management $2,766 $2,536 Staff expense & 3.5% of Base Building +T/I 

Estimating & Design Contingency $4,693 $4,207 "Current" entry: 10% of Hard Cost +T/I- GC Fee 

Change Order Contingency $2,581 $2,314 "Current" entry: 5% of Hard Cost + T/I + Est & Des Contingency - GC Fee 

Inflation $1,689 $1,458 "Current" entry: 3% of Hard Cost +T/I +Contingencies for 1 year until bid w'. 
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Wheaton CBO and Vicinity Sector Plan 

Montgomery County, Maryland 


Fiscal Impact Analysis No. 2-C 

Assum ptions: 

Montgomery County Fiscal Impact Analysis 


Assumes 100% of Existing Development is Replaced 

Assumes 80% of New Sector Plan Development Occurs 


Includes Wheaton Mall 


Prepared By: 


MuniCap, Inc. 

Public Finance 


June 22, 2011 




Wheaton CBD and Vicinity Sector Plan 

Montgomery County, "Maryland 

Schedule XXI: Net Revenues Versus Tot1LLl'rojected County Capital Costs 

Total Projected 

Tax Net County County Net Montgomery 

Year Intlation Revenues Capital Costs County 

Beginning Factor (Schedule XIX) (Schedule XX-G) SuI.Elu s/(De ficit) 

I-Jul-12 100% $0 SO $0 

I-JuI-13 100% $0 $0 $0 

I-Jul-14 103% ($774.495) $0 ($774,495 ) 

I-Jul-15 106% $43,547 ($1,861,458) (SL817.911) 

I-Jul-16 109% S921,392 ($1,861.458) ($940,067) 

I-Jul-17 113% $1,881,343 ($3,248,226) ($1,366,883 ) 

I-Jul-18 116% $3,485,482 ($13,701,144) ($10,215,662 ) 

I-Jul-19 119% $4,623,199 ($\3,701,144) (S9,()77,945) 

I-Jul-20 l230/0 $5,845,994 ($13,70Ll44) ($7,855, ISO) 

I-Jul-21 127% $7,159,926 ($13,701,144) ($6,541,218) 

I-Jul-22 130% $8,559,936 (518,438,840) ($9,878,904 ) 

l-Jul-23 134% SIO,073,266 (518,438,840) ($8,365,574) 

1-1ul-24 138% $10,999,620 ($18,438,840) ($7,4 3 9,220 i 
l-1ul-25 143% $12,045,142 ($18,438,840) ($6,393,698) 

1-Jul-26 1470/0 $13,156,307 (S i 8,438,840) ($5,282,533 ) 

I-Jul-27 151% $14,325,798 ($18,438,840) ($4,113,042) 

I·Jul-28 156% $15,569,329 ($18,438,840) ($2,869512) 

I-Jul-29 160% $16,870,305 (SI8,438,840) ($1,568,535) 

l-Jul-30 165% SI8,239,587 ($19,367,702) ($1,128,115) 

l-Jul-31 170% $19,689,388 ($19,367,702) $321,686 
I-Jul-32 175%.1 $21,203,787 ($19,367,702) $1,836,084 

I-Jul·33 181% $22,794,858 ($19,367,702) $3,427,156 
I-Jul-34 186% $22,630,932 ($19,367,702) $3,263,229 
I-Jul-35 192% $23,466,523 ($16.577,382) $6,889,141 

l-Jul-36 197% $24,326,224 (';;16,577,382) $7,748,842 

l-Jul-37 203% $25,210,699 ($15,190,615) $10,020,085 
l-Jul-38 209% $26,120,630 ($15,190,615) $10,930,016 

1-Jul-39 216% $27,056,715 (SI5,190,615) $11,866,100 

1-1ul-40 222% $28,019,668 ($15,190,615) $12,829,054 

I-Jul-41 229% $29,010,222 ($15,190.615) $13,819,608 
l-Jul-42 236% $30,029,127 ($12,573, ~ 55) $17,455,972 

Total $44?:,584,449 ($427,805,945) $14,778,504 

MuniCup, Inc. 22-Jun-/l 

Page 46 
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Wheaton CRD and Vicinity Sector Plan 

Montgomery County, Maryland 


Fiscal Impact Analysis No. 2-D 

Assumptions: 

Montgomery County Fisc_llmp_ct Analysis 


Assumes 100% of Existing Development is Replaced 

Assumes 80% of New Sector Plan Development Occurs 


Excludes Wheaton Mall 


Prepared By: 

MuniCap, Inc. 

Public Finance 


June 22, 2011 



Wheaton CBD and Vicinity Sector Plan 
Montgomery County, Maryland 

Schedule XXI: ~et Revenues yersl!~ Total Projected County Capital Costs 

Total Projected 

Tax Net County County Net Montgomery 

Year Inflation Revenues Capital Costs County 

Beginning Factor (Schedule XI X) (Schedule XX-G) Surplus/{Deficit) 

I-Jul-12 100% SO $0 $0 

I-Jul-13 100% $0 SO $0 

I-Jul-14 103% ($984,<)60) $0 ($<)&4,960) 

I-Jul-IS 106% ($400,212) ($1,861,458) ($2,261,670) 

I-Jul-16 109% $220,493 ($1,861,458) ($1,640,965) 

I-Jul-17 113% $898,402 ($),248,226) ($2,349,824 ) 

I-Jul-18 116% $2,194,494 ($13,701,144) ($11,506,650) 

I-Jul-19 119% $2,997,027 ($13,701,144) ($10,704,117) 

1-Jul-20 123% $3,856,313 ($13,701,144) ($9,844,831 ) 

I-Jul-21 127% $4,777,180 ($13,701,144) (S8,923,964 ) 

1-Jul-22 130% $5,753,292 ($18,438,840) ($12,685,549) 

I-Jul-23 134% $6,810,562 ($18,438,840) ($Il,628,279) 

I-Jul-24 138% $7,586,124 ($18,438,840) ($10,852,717) 

I-Jul-25 143% $8,476,320 ($18,438,840) ($9,962,520) 

I-Jul-26 147% $9,427,492 ($18,438,840 ) ($9,0 II ,348) 

I-Jul-27 151% $10,432,185 ($ 18,438,840) ($8,006,656) 

I-Jul-28 156% $11,505,969 (518,438,840) ($6,932,871 ) 

I-Jul-29 160% $12,632,105 ($18,438,840) (55,806,735) 

I-Jul-30 165% $13,821,302 ($19,367,702) ($5,546,400) 

I-Jul-31 170% $15,085,618 ($19,367,702) ($4,282,084 ) 

I-Jul-32 175% $16,408,973 ($19,367,702) ($2,958,729) 

1-Jul-33 18I% $17,803,278 (519,367,702) ($1,564,424) 
I-Jul-34 186% $17,439,802 ($19,367,702) ($1,927,900) 
1-Jul-35 192% $18,069,965 (516,577,382) $1,492,583 

I-Jul-36 197% $18,718,191 ($16,577.382) 52,140,809 
1-Jul-37 203% $19,384,969 ($15,190,615) $4.194,354 

I-Jul-38 209% $20,070,80 I ($15,190,615) $4,880,187 

I-Jul-39 216% $20,776,202 ($15,190,615) $5,585,588 

I-Jul-40 222% $21,501,698 ($15,190,615) $6,311,083 

I-Jul-41 229%) 522,247,825 ($15,190,615) $7,057,210 

I-Jul-42 236% $23,015,134 ($12,573,155) S I 0,441,979 

Total $330,526,544 ($427,805,945) ($97,279,40 I) 

MuniCap, Inc. 22-Jun-1 I 
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