
 

 

 

 

 

DEVELOPMENT ANALYSIS FOR 

1.27-ACRE “BETHESDA GATEWAY” ASSEMBLAGE 

IN BETHESDA, MARYLAND 

 
 
 

by 
Brian K. Mistysyn 

 
 
 
 
 

Practicum Advisor: David Sislen 
 
 

A practicum thesis submitted to Johns Hopkins University in conformity with 
the requirements for the degree of Master of Science in Real Estate 

 
 
 
 

Washington, D.C. 
April, 2010 

 
 
 
 
 

 
 
 

 



 

TABLE OF CONTENTS 
 
 
I.  Executive Summary................................................................................................. 1 

II.  Assemblage Overview and Existing Zoning .......................................................... 2 

III.   Rezoning Strategy .................................................................................................... 6 

Rezoning Strategy Alternatives ...................................................................................... 6 

Process to Achieve Rezoning to CR ............................................................................... 9 

Process to Achieve Approvals after Parcels are Rezoned ............................................ 10 

IV.   Site Evaluation ....................................................................................................... 12 

Existing Conditions....................................................................................................... 12 

Bethesda Submarket Drivers......................................................................................... 15 

Area Demographics ...................................................................................................... 18 

Neighborhood Context.................................................................................................. 19 

Subjective Site Use Analysis ........................................................................................ 20 

V.   Development Analysis Density and Land Use Assumptions .............................. 23 

VI.   Office Market Analysis.......................................................................................... 27 

Office Market Context .................................................................................................. 27 

Office Supply-Demand Analysis .................................................................................. 28 

Office Rental Rate Analysis.......................................................................................... 29 

Parking Assumptions for Office Development Analyses ............................................. 30 

VII. Apartment Market Analysis ................................................................................. 31 

Apartment Market Context ........................................................................................... 31 

Apartment Supply-Demand Analysis ........................................................................... 31 

Apartment Rental Rate Analysis................................................................................... 32 



 

Parking Assumptions for Apartment Development Analyses ...................................... 34 

VIII. Financial Feasibility Analysis ............................................................................... 36 

Key Assumptions: Office Proformas (Scenarios O-1, O-2, and O-3) .......................... 36 

Key Assumptions: Apartment Proformas (Scenarios A-1, A-2, and A-3) ................... 41 

Proforma Assumptions Summary ................................................................................. 46 

IX.   Analysis of Potential Investment Returns & Land Valuation ........................... 46 

Potential Investment Returns at the $6 Million Land “Asking Price”.......................... 46 

Determination of Land Value Based on Target Return Thresholds ............................. 48 

Valuing the “As-Is” Scenario........................................................................................ 50 

Determination of the Probability-Weighted Land Value.............................................. 50 

X. Preliminary Site Design......................................................................................... 53 

XI. Conclusions............................................................................................................. 58 

XII. Bibliography ........................................................................................................... 58 

XIII. Appendices.............................................................................................................. 60 

    Appendix A: Development Proforma and Land Valuation Summary 

    Appendix B: Proformas Using Variable Land Values to Achieve Target Returns 

    Appendix C: Proformas Using $6 Million Land Asking Price 

    Appendix D: Office Market Analysis 

    Appendix E: Apartment Market Analysis 

    Appendix F: Office Market Research Data 

    Appendix G: Apartment Market Research Data 

    Appendix H: Sites USA Demographic Data 

    Appendix I:  Relevant Zoning Ordinance Text 



Mistysyn  1  

I.  Executive Summary 

 This paper summarizes the research and analysis efforts undertaken to assess the 

physical, legal, market, and financial feasibility of a real estate development project 

envisioned on the 1.27-acre “Bethesda Gateway” assemblage in Bethesda, Maryland.  

The assemblage is available to purchase for $6 million, which represents a value slightly 

above the current assessed value of $5.8 million.  The assemblage’s parcel configuration 

and lack of “useable” zoning, however, prevents a clear assessment of the development 

opportunity, as the site’s developable uses and floor area cannot be easily quantified.  In 

an attempt to quantify a potential development project and determine an offer price for 

the properties, an extensive analysis was compiled to achieve the following objectives:   

1) To determine the most marketable, politically and legally feasible land uses 

for the Bethesda Gateway site; 

2) To assess the financial feasibility of each potential land use at the sellers’ 

asking price; and 

3) Based on the probability of achieving entitlements for each desired land use, 

compute the highest price a developer would willingly pay for the assemblage 

today.  

Detailed extensively in the sections that follow, the research and analysis undertaken 

determined that the required market-driven investment return hurdles cannot likely be 

achieved if the assemblage is purchased for the full $6 million asking price.  Instead, it is 

recommended that a developer pay no more than $4.85 million, or approximately 20% 

less than the asking price. 
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II.  Assemblage Overview and Existing Zoning 

Four adjoining parcels comprise the Bethesda Gateway assemblage (also referred 

to in this paper as “the subject site”), which is located at the intersection of Montgomery 

Avenue and East-West Highway east of Bethesda’s Central Business District (“CBD”):  

1) 4311 Montgomery Avenue, zoned C-O (“Commercial Office”), measures 

30,813 square feet, with previous land dedications for road construction of 

45,312 square feet;  

2) 4304 East-West Highway, zoned O-M (“Office-Moderate”), measures 8,810 

square feet, with previous land dedications for road construction of 4,800 

square feet; 

3) 4302 East-West Highway, zoned O-M (“Office-Moderate”), measures 5,780 

square feet, with previous land dedications for road construction of 4,200 

square feet; and 

4) 4300 East-West Highway, zoned O-M (“Office-Moderate”), measures 10,000 

square feet, with previous land dedications for road construction of 15,072 

square feet. 
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Graphic 1:  Diagram of the “Bethesda Gateway” Assemblage Parcels 
(Source: VIKA, Inc.) 

 

The four parcels comprise a total land area of 55,403 square feet, plus combined 

previous land dedications of 38,571 square feet.  In Montgomery County, the buildable 

floor area for a parcel is calculated on the basis of the parcel’s existing land area plus the 

square footage of previously dedicated property.  Therefore, the total square footage 

associated with the assemblage for the purpose of applying floor area ratios (“FAR”) to 

compute developable space is 93,974 square feet. 

Table 1:  Bethesda Gateway Assemblage Parcel Square Footages 
(Sources: VIKA, Inc.; Maryland SDAT) 
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 The C-O zone is primarily an office zone, although the zone does allow some 

residential density of up to six units per acre.  Under the C-O zone, development is 

permitted up to a 3.0 FAR, with a maximum height of eight stories (and 97 feet), and no 

lot coverage restrictions other than certain specified setback requirements.   

The O-M zone is a low-to-moderate intensity office zone, generally used in 

transitional areas on the edges of CBDs.  Residential uses are permitted in the O-M zone 

only through the “productivity” special exception process, which allows a maximum of 

21.5 dwelling units per acre.  Under the O-M zone, development is permitted up to a 1.5 

FAR, with a maximum height of seven stories (and 72 feet), and a maximum lot coverage 

of 75 percent. 

The Bethesda CBD Sector Plan, which was adopted in 1994, does not recommend 

any zoning classification for the four parcels other than what they are presently zoned.  

As a result, residential development, or mixed-use development of any meaningful 

density would have to be accomplished through rezoning the parcels.  Language in the 

Sector Plan provides indications that County planners might look favorably on plans for 

more innovative, “outside the box” uses on the subject parcels, in spite of the relatively 

one-dimensional existing zoning.  Three of the four parcels in the subject assemblage are 

referred to in the Sector Plan as sites with “potential for redevelopment,” providing 

documentation that planners and the community acknowledge future redevelopment is 

appropriate on the site (Bethesda CBD Sector Plan, 24).  Later in the Sector Plan, the text 

discusses “urban form principles” that should guide (and have guided) land use decisions 

delineated in the Sector Plan and implemented in the Zoning Ordinance and states, 

“certain parcels are identified as gateway sites and should be developed in a manner that 



Mistysyn  5  

acknowledges this visual aspect of the site” (Bethesda CBD Sector Plan, 40).  A map on 

the following page identifies the subject as one of seven sites in Bethesda designated as 

both a “gateway site” and a “primary focal point.”  In highlighting the Bethesda Gateway 

assemblage in such a manner, the Sector Plan is clearly asserting that the subject site is 

important to the County’s redevelopment efforts, and as such, is a site that will likely 

attract special attention and cooperation from planners and the Council if its owners 

presented appealing plans for redevelopment. 

Graphic 2:  “Views & Focal Points” Exhibit Excerpted from Bethesda CBD Sector Plan 
(Source: Bethesda CBD Sector Plan, April 1994) 
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III.   Rezoning Strategy 

Rezoning Strategy Alternatives 

Despite the Bethesda Gateway site’s prominent location and Sector Plan 

accolades, the process required to achieve rezoning for any high-density use other than 

office must follow very specific, time-consuming political and administrative processes.  

According to Jody Kline, an experienced Montgomery County zoning attorney with 

Miller, Miller & Canby, several strategies could be employed to achieve higher 

developable density on the subject assemblage: 

1) Seek to expand the boundaries of the Bethesda Central Business District 

(CBD) and extend CBD zoning to the subject properties.  To do this, a 

Zoning Ordinance text amendment and Bethesda CBD Sector Plan 

amendments would be required to extend the CBD boundary, along with a 

Sectional Map amendment to rezone the properties.  Kline believes that, given 

the subject’s distance from the Metro station, the highest-density CBD zoning 

that could be achieved would be CBD-1, which permits a maximum 2.0 

residential or 3.0 mixed-use FAR. 

2) Seek to obtain R-H (Multifamily High-Rise Planned Residential) or R-10 

(Multifamily High-Density Residential) zoning for subject parcels.  

According to Kline, a rezoning application would have to demonstrate that the 

site’s original zoning was a mistake or that there were changes in 

circumstances that would justify rezoning to the new zone.  Making this 

strategy less desirable is the fact that the R-10 and R-H zones only permit a 
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maximum of 53 dwelling units per acre, and that these zones are generally not 

looked at favorably for use in or near Central Business Districts. 

3) Seek to obtain CR (Commercial Residential) zoning for the subject 

properties.  Officially adopted by the Montgomery County Council in March 

2010, the CR zone is likely to be the new “zone of choice” for development 

and redevelopment in Montgomery County, according to Kline.  The CR zone 

was initially developed in conjunction with the White Flint Sector Plan 

Amendment, and is the “brain child” of Maryland National Capital Park & 

Planning (M-NCPPC”) Director Rollin Stanley, who expects to recommend 

the CR zone in future sector plans.  To obtain CR zoning for the subject 

parcels, it would have to be recommended in an approved and adopted Sector 

Plan revision.  Therefore, the Bethesda Central Business District Sector Plan 

would have to be amended to recommend CR zoning for the subject parcels, 

followed by a Sectional Map amendment rezoning the properties to the CR 

zone.  In its development for the White Flint Sector Plan, the M-NCPPC 

applied the CR zone to properties with existing C-O and CBD zones to 

provide for similar or higher FARs and flexibly allow for both commercial 

and multifamily development. 

Given the merits of the various options available to achieve maximum flexibility 

and allow for potential multifamily development, pursuit of CR zoning for the subject 

properties appears the most reasonable course of action among the alternatives.  

Furthermore, recent developments within M-NCPPC and the Montgomery County 

Council indicate that rezoning the Bethesda Gateway parcels will not necessarily hinge 
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on waiting for the Bethesda CBD Sector Plan revision to cycle onto the M-NCPPC 

docket.  According to Jim Soltesz, a civil engineer active in Montgomery County’s 

political and development scene, the County Council is embracing the concept of 

“Limited Sector Plan Amendments,” which entail master or sector plan revisions for 

smaller geographic areas.  The geographic areas chosen for Limited Sector Plan 

Amendments are based on development momentum or the demonstrated need for 

revision.  Because the cost and time required to process a Limited Sector Plan 

Amendment is far less than what is required for a full Sector Plan Amendment, the 

County Council and M-NCPPC has embraced the “Limited Sector Plan Amendment” 

concept as a more efficient rezoning regime than the old practice of cycling through year-

long sector plan revisions.  Soltesz believes that the implementation of Limited Sector 

Plan Amendments will pick up steam this year and in years ahead.  Furthermore, given 

that owners of a number of parcels in the general vicinity of the subject properties are 

currently seeking rezoning (as many adjacent properties are under-utilized despite their 

proximity to the CBD), Soltesz believes the “East Bethesda” neighborhood is an 

excellent candidate for a Limited Sector Plan Amendment in the near future. 

Bill Barron, head of the Bethesda CBD Planning Team, confirmed in an interview 

that a revision of the Bethesda CBD Sector Plan is not imminent, and he unsure when the 

County Council will initiate one.  Although noncommittal in his comments about the 

subject site, he did indicate that the idea of rezoning the Bethesda Gateway site to the CR 

zone and building multifamily on the site both “certainly make sense” to him. 
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Process to Achieve Rezoning to CR 

 The first step required to initiate the rezoning process would be to engage Rollin 

Stanley, M-NCPPC Planning Director, along with Bill Barron, head of the Bethesda CBD 

Planning Team.  In meeting with these individuals, it will be critical to show them a 

design concept for the site that excites them enough to champion the idea of CR zoning 

on the subject parcels.  Such a plan concept would have to include good design and 

evidence of public benefits (i.e., public art or public use space), according to Jody Kline. 

 The second step in pursuing rezoning entails meeting with other property owners 

along Montgomery Avenue and East-West Highway to determine if a collaborative effort 

might be possible to help persuade M-NCPPC and the County Council to consider 

initiating a full Sector Plan Amendment or Limited Sector Plan Amendment.  Jody Kline 

indicated that the owners of the nearby Sport & Health Club and the McDonald’s at Pearl 

Street and Montgomery Avenue recently contacted neighboring landowners in attempts 

to form a collaborative effort to initiate a Limited Sector Amendment for the 

Montgomery/ East-West Highway corridor.  These recent efforts indicate that 

neighborhood interest in pursuing rezoning is quite strong.  

 Once the support of M-NCPPC officials and neighboring landowners is obtained, 

Jody Kline advised it would be necessary to set up meetings with the Chairman of the 

Montgomery County Planning Board, the other four Planning Board Members, and 

County Council Members.  The objective of these meetings will be to persuade these 

individuals to initiate a Limited Sector Plan Amendment (the preferred outcome) or to 

move the Bethesda CBD Sector Plan revision process to the top of the schedule.   
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 Concurrent with efforts to meet with Council and Planning Board Members, it 

would be critical to meet with residents of the adjacent neighborhoods, as these political 

figures are sensitive to the concerns of their constituents.  Along those lines, it will be 

necessary to conduct at least one explanatory meeting with representatives of the Town 

of Chevy Chase.  Jody Kline estimates that, optimistically, six months will be required to 

conduct the meetings with M-NCPPC, the County Council, the Planning Board, and 

Chevy Chase. 

 If the County Council determines that a Limited Sector Plan Amendment for East 

Bethesda is warranted, Jody Kline indicated that it will require approximately ten months 

to develop, publish, refine, and enact the Limited Sector Plan.  Following the enactment 

of the Sector Plan Amendment, Kline indicates that six months will be required for the 

Council to adopt the Sectional Map Amendment to the Zoning Ordinance to rezone the 

properties to CR.   

Process to Achieve Approvals after Parcels are Rezoned 

 After the rezoning to CR is achieved for the subject parcels, it will be necessary to 

file the “implementing” applications to M-NCPPC to obtain development entitlements.  

The first step is to complete the “sketch” (or “concept”) plan required under the recently 

adopted CR zone text.  The CR zone language says that the sketch plan must be acted on 

within 90 days after being deemed complete.  As such, Kline indicates the filing and 

procuring approval of the sketch plan would probably require three to six months. 

 Following sketch plan approval, the developer is required to submit a site plan 

application under Section 59-D-3 of the Montgomery County Zoning Ordinance.  

Development on an assemblage would also require a preliminary plan of subdivision 
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approval, which could be applied for concurrently with the site plan.  Kline estimates that 

a joint site plan and preliminary plan application might take five to eight months to reach 

approval.  Once site and preliminary plan approval is obtained, the developer must apply 

for a record plat of subdivision, during which time a certified site plan would be signed.  

The record plat of subdivision, according to Kline, would require about three or four 

months to complete.  Shortly thereafter, building permits can be obtained to start 

construction. 

 The following outline summarizes the steps outlined above in a concise, 

“optimistic but realistic” timeline encompassing 34 to 42 months of activities: 

1) Meetings with M-NCPPC, County Council, Planning Board, neighboring 

landowners, Chevy Chase residents – six months; 

2) M-NCPPC develops, publishes, refines, and enacts Limited Sector Plan 

Amendment for East Bethesda – ten months; 

3) County Council drafts and adopts the Sectional Map Amendment to officially 

rezone the properties – six months; 

4) Prepare sketch plan application under CR zone and obtain approval – three to 

six months; 

5) Prepare site plan and concurrent preliminary plan of subdivision application 

and obtain approvals – five to eight months; 

6) File for record plat of subdivision and receive approval – three to four months; 

7) Pull building permits to start construction – one to two months. 
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IV.   Site Evaluation 

Existing Conditions 

The subject site is situated just outside the eastern boundary of the Bethesda 

Central Business District (“Bethesda CBD”) at the intersection of East-West Highway 

(a.k.a., “MD Route 410”) and Montgomery Avenue.  The Bethesda Metro station, which 

transports commuters to downtown Washington, DC and points north, is located about ½ 

mile west of the subject site at the intersection of East-West Highway and Wisconsin 

Avenue (a.k.a. “MD Route 355”). 

Graphic 3:  Subject’s Location in the Bethesda Central Business District 
(Map Source: Google Maps) 

 

 The three parcels that have frontage on East-West Highway (4300, 4302, and 

4304 East-West Highway) are each currently improved with “house like” two- and three-

story structures that are currently occupied by small businesses including a local custom 

homebuilder, an eye doctor, and a masseuse.  The largest parcel of the assemblage, 4311 
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Montgomery, is improved with an existing unused four-story parking garage with one 

below-grade level.  The parking garage was apparently constructed in the late 1970s as an 

extension garage for the adjacent East-West Towers office complex; each floor of the 

garage was constructed as an extension of the neighboring garage, allowing cars to drive 

between the adjacent facilities.  An inspection of the 4311 garage indicates that it is 

physically separated from the East-West Towers garage (as expansion joints were 

visible), and as such it could be demolished without compromising the adjacent facility.  

The 4311 garage has no internal ramps from the street-level floor to the upper floors, so 

re-use of the existing garage in a redevelopment would require modification to include an 

internal ramp or an easement to permit access from the neighboring garage facility. 

Graphic 4:  Aerial View of Bethesda Gateway Assemblage 
(Map Source: Google Maps) 

 

 The subject site has a significant slope, as the southern edge of the assemblage 

along Montgomery appears to be 20 to 25 feet lower than the northern edge along East-
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West Highway.  This significant grade could prove useful in designing partially below-

grade parking for a development project, as perhaps two floors of basement-level parking 

could be constructed along Montgomery without the need for significant excavation. 

The subject site’s location provides excellent visibility and convenient vehicular 

access to critical commuter routes.  The assemblage is situated just under one-half mile 

east of Wisconsin Avenue (MD Route 355) and two-thirds of a mile west of Connecticut 

Avenue (MD Route 185).  Wisconsin and Connecticut Avenues are major north-south 

commuter thoroughfares that connect the Montgomery County suburbs to downtown 

Washington, DC.  Both Wisconsin and Connecticut Avenues link the subject site to the 

Capital Beltway (I-495) and I-270 in under two miles. 

Graphic 5:  Subject’s Location in Washington DC, Metro Area 
(Map Source: Google Maps) 
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Bethesda Submarket Drivers 

Downtown Bethesda (also known as the Bethesda CBD) is densely developed, 

pedestrian-friendly community surrounding the Bethesda Metro Station.  The 

neighborhood’s upscale shopping and dining, walkable environment, and proximity to 

Metro and downtown Washington makes it one of the Washington, DC Metropolitan 

area’s most sought after addresses.  According to the Bethesda Urban Partnership, 

downtown Bethesda has a daytime office workforce of 43,000, and is home to 200 

restaurants, 75 fashion retailers, and 13 art galleries.  In addition to the neighborhood’s 

abundance of independent retailers, Federal Realty’s recently completed Bethesda Row 

mixed-use project has successfully established itself as the area’s retail and entertainment 

anchor.  Constructed in several phases over 12 years, Bethesda Row is a 500,000 square 

foot complex that spans six city blocks and includes retail, movie theaters, offices, and 

restaurants.  Notable tenants include Barnes & Noble, Apple Store, Giant Food, 

Landmark Theaters, Austin Grill, Aveda Spa, and Baja Fresh. 
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Graphic 6:  Subject’s Location in the Greater Bethesda Area 
(Map Source: Google Maps) 

 

The 320-acre headquarters campus of the National Institutes of Health (NIH) is 

situated just north of the Bethesda CBD and is a major economic driver for Bethesda and 

the Montgomery County.  NIH’s 18,000 workers are employed in 10 million square feet 

at the Bethesda campus, and numerous “spillover” agencies and contractors occupy space 

in Bethesda and North Bethesda.   

The National Naval Medical Center, which employs 3,000 military and civilian 

medical workers in 900,000 square feet of facilities, is also located directly north of the 

Bethesda CBD.  Potentially significant to future housing, office, and retail demand in 

Bethesda is the current expansion activity underway at National Naval Medical Center, 

which was precipitated by the federal government’s 2005 Base Realignment and Closure 
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(BRAC) program.  The BRAC program mandated the merger of DC’s Walter Reed Army 

Medical Center into the National Naval campus in Bethesda.  The merger will add 2,500 

jobs to the Bethesda campus, and will double the annual outpatient visit count to one 

million by 2010. 

An additional development that will likely impact the Bethesda CBD— 

specifically, the eastern corridor into Bethesda along East-West Highway—is the “Purple 

Line” project.  Currently in preliminary planning stages, the Purple Line will likely 

materialize as a light rail project designed to connect the Bethesda Metro Station to Silver 

Spring, College Park, and New Carrolton in an effort to facilitate better transportation 

among Maryland’s inner suburbs.  If the Purple Line is constructed in accordance with 

current plans, the subject site will be located along the new transit line, equidistant 

between the Bethesda terminal and the Connecticut Avenue station.   

Graphic 7:  Proposed Route of Purple Line Light Rail Project 
(Source: Maryland Transit Administration, 2009) 
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Graphic 8:  Aerial Depiction of Subject’s Location Along Proposed Purple Line 
(Source: Maryland Transit Administration, 2009) 

 

Area Demographics 

A demographic profile of the area surrounding the subject site was generated by 

Sites USA using the firm’s proprietary analysis of Census Bureau data, and is presented 

in Appendix H.  The demographic data reveals that an extremely affluent, well-educated, 

transient population resides within the one-mile radius surrounding the Bethesda 

Gateway site.  Approximately 20,000 residents and 9,800 households live in the one-mile 

radius, where the median household income stood at $107,351 as of 2006; this compares 

to $88,328 for the population in the five-mile radius.  About 56% of the households had 

an income of $75,000 or higher (the approximate target income group for “Class A” 

apartments).  The data shows a remarkable 82% of the adult population in the area 

possesses a bachelor’s degree or higher, compared to 66% among adults in the five-mile 

radius.  Household size and tenure statistics also imply above-average demand for rental 

apartments, as 75% of households in the one-mile radius are one- or two-person 

households (compared to 69% in the five mile radius), and 50% of households have 
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resided in their current residences for less than two years (compared to 42% in the five-

mile radius). 

Neighborhood Context 

The subject site is located just under one-half mile from the Bethesda Metro 

Station at the Wisconsin Avenue-Old Georgetown Road intersection, which is the most 

densely developed portion of the Bethesda CBD.  Despite its proximity to the urban 

center of the CBD, the intersection of East-West Highway and Montgomery Avenue is 

strikingly underdeveloped when compared to the area immediately surrounding the Metro 

station.  It appears East-West Highway has evolved into more of a secondary, local 

thoroughfare compared to Wisconsin Avenue and Old Georgetown Road, as it does not 

conduct traffic directly between the Capital Beltway or the District of Columbia. 

Reflecting its role as a secondary or local arterial, the Bethesda portion of East-West 

Highway in Bethesda never evolved into the major retail and office corridor that 

Wisconsin Avenue became.  As a result, the commercial properties comprising and 

adjacent to the subject site primarily offer lower-rent commercial uses in older buildings.  

Reflecting the characterization above, a truly “hodge-podge” pattern of 

development surrounds the subject site: 

 Single family homes are situated directly across Montgomery Avenue to the 

south and across East-West Highway to the northeast;   

 Bethesda-Chevy Chase High School’s sprawling campus is located across 

East-West Highway to the northwest;  

 The 530,000-square foot East-West Towers office complex is situated 

adjacent to the subject to the west;  
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 The Riviera highrise condominium is located directly across East-West 

Highway to the east; and 

 Several wood-frame multistory office condominiums are located across 

Montgomery Avenue adjacent to the Riviera. 

Graphic 9:  Existing Land Uses Surrounding Subject Site 
(Map Source: Google Maps; Labels Added by Brian Mistysyn) 

 

Subjective Site Use Analysis 

Given the subject site’s relative isolation from the retail core of downtown 

Bethesda and location along what can be characterized as a secondary artery, it is clearly 

not a top-tier retail or hotel site.  Moreover, the one-way traffic patterns on Montgomery 

and East-West are conducive to higher vehicular speeds, making pedestrian activity less 

likely and drive-by visits less accessible.  These same locational attributes and the site’s 
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distance from Metro also make it less-than-ideal as a potential hotel or conventional 

office development. 

 While there are clear barriers to conceiving of the subject site as a retail, hotel, or 

conventional office location, a lowrise or midrise multifamily project on the subject site 

seems to be the natural use.  The surrounding uses on three sides are residential, either in 

the form of single-family homes or midrise condominiums.  The site’s location on the 

“median block” between East-West and Montgomery adjacent to highrise office towers 

makes redevelopment  at a low- or mid-rise multifamily density seem appropriate.  

Moreover, the transitional building height would create a visual progression as one 

travels westbound on East-West Highway from the residential neighborhoods of Chevy 

Chase to the highrises surrounding the Bethesda Metro.  

 Opinions of regional multifamily specialists reaffirm the notion that multifamily, 

at least qualitatively, would work well at the subject site.  According to Scott Melnick of 

Transwestern Institutional Multifamily Group, the subject site’s prominent location along 

the local arterial will constitute a “huge asset in generating renter interest, with built-in 

advertising to drive-by traffic.”  Brian Nicholson, a former multifamily project executive 

with Kettler, indicated that the site’s “accessibility from two sides, visibility, and 

adjacency to other residential uses” make it an attractive site for potential apartment 

development. 

 Office market experts, in contrast, assert that the subject site is disadvantaged for 

conventional office development due to its distance from Bethesda’s popular shops and 

Metro.  Andrew Masters of Jones Lang LaSalle, an expert on the Montgomery County 

office market, believes that several competing office development sites in Bethesda—and 
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upcoming vacancies in the existing competition—hold a clear advantage over the subject 

site.  The most significant advantage the competition provides, according to Masters, is 

superior proximity to Metro and retail.  Masters indicated tenants who choose Bethesda 

do so to offer employees (1) accessibility via Metro and (2) proximity to shops and 

restaurants.  As a result, Masters thinks that an office building at the subject site would 

have to offer rents $10 per square foot lower than the buildings closer to Metro to be 

competitive.  

While Masters thinks conventional office might be a stretch for the subject site, he 

and others believe that medical office could be the ideal use for the subject site.  Masters 

believes that the majority of the medical office inventory in Bethesda, Chevy Chase, and 

surrounding areas is “old dreck,” and that a small (less than 100,000 square foot) medical 

office building with abundant parking could do very well if built on the subject site.  He 

also asserted that medical office is typically less reliant on Metro access, and therefore 

the subject site’s relative distance from Metro would constitute less of a disadvantage 

relative to other Bethesda buildings.  Moreover, the site’s proximity to NIH and the 

imminent relocation of Walter Reed to National Naval Medical Center gives it excellent 

proximity to an unusually large pool of doctors.  Masters asserted the idea of constructing 

an 80,000 to 90,000-square foot medical office facility and re-using or modifying the 

existing parking garage on the 4311 Montgomery parcel to provide a generous parking 

ratio five spaces per 1,000 square feet, and reduce costs of the overall development by 

eliminating the need to construct new garage parking.  As outlined in the next section, the 

“small medical office building” scenario was selected as one of the development 

scenarios that was analyzed in detail. 
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V.   Development Analysis Density and Land Use Assumptions  

 The zoning analysis detailed above and qualitative assessments of appropriate 

uses from the site evaluation led the analyst to test six specific development scenarios in 

an attempt to discover the most economically feasible use for the subject assemblage.  

Based on the qualitative site analysis, multifamily and office are the two most appropriate 

uses for the site, with office being slightly less preferable due to the site’s relatively long 

distance to the Bethesda Metro station compared to competing office buildings in the 

submarket. 

The existing zoning for the subject parcels provides for maximum FARs of 1.5 for 

approximately half the site (on the O-M parcels) and 3.0 for the other half (on the C-O 

parcel).  The analyst assumed that the “low end” FAR limit for the assemblage after 

rezoning would be 1.5, and the “high end” would be 3.0.  The blended average of FARs 

from the existing zoning classifications yields a 2.2 FAR, which was also considered. 

These judgments regarding land use and density constituted parameters used by the 

analyst to generate the six development scenarios.  These scenarios, outlined as follows, 

are explored in depth in the financial feasibility and land value analysis: 

1) The “Small Medical Office” plan, detailed in the financial analysis 

appendices as “Scenario O-1,” contemplates the construction of a steel-

framed 90,000 gross square foot office building, which amounts to a 1.0 FAR 

constructed on the assemblage.  This scenario was designed under the theory 

(proposed by Andrew Masters) that high demand potentially exists for a 

smaller medical office facility at a site with ample parking, and that the 

existing parking structure on the site can be re-used to save money on a 
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redevelopment project.  As such, this scenario assumes a plan wherein the 

existing parking structure on the 4311 Montgomery parcel is renovated at 

connected to the new building.  The new building will primarily occupy the 

currently O-M-zoned sites.  The existing garage has 500 spaces, which will 

provide ample parking at a ratio of 5.8 per 1,000 square feet.   It should be 

noted that such a project might be approvable without rezoning if the new 

construction is confined to the O-M parcels. 

2) The “Medium Office” plan, detailed in the financial analysis appendices as 

“Scenario O-2,” contemplates the construction of a steel-framed 141,000 

gross square foot office building, which equates to a 1.5 FAR constructed on 

the assemblage.  This scenario was designed under the theory that rezoning 

the parcels will likely achieve a minimum FAR of 1.5, using the FAR limits 

associated with the existing zoning on half the site (the O-M parcels) as a 

“lower limit.”   Based on interviews with local office experts, an office 

building of such size would likely be most suitable for conventional (as 

opposed to medical) office tenants.  The Medium Office scenario also 

assumes that the existing parking garage on 4311 Montgomery would need to 

be demolished, requiring new underground and/or above-grade structured 

parking to be constructed at a minimum ratio of 2.5 spaces per 1,000 square 

feet, consistent with County parking requirements and market comparables. 

3) The “Large Office” plan, detailed in the financial analysis appendices as 

“Scenario O-3,” contemplates the construction of a steel-framed 282,000 

gross square foot office building, which equates to a 3.0 FAR constructed on 
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the assemblage.  This scenario was designed under the theory that rezoning 

the parcels will likely achieve a maximum FAR of 3.0, using the FAR limits 

associated with the existing zoning on half the site (the C-O parcel) as an 

upper limit.   Like the Medium Office scenario, the Large Office plan assumes 

that an office building of such size would likely be most suitable for 

conventional (as opposed to medical) office tenants.  The Large Office 

scenario assumes that the existing parking garage on 4311 Montgomery would 

need to be demolished, requiring new underground and/or above-grade 

structured parking to be constructed at a minimum ratio of 2.5 spaces per 

1,000 square feet, which is consistent with County parking requirements and 

market comparables. 

4) The “Small Lowrise Apartment” plan, detailed in the financial analysis 

appendices as “Scenario A-1,” contemplates the construction of a wood-

framed 141,000 gross square foot, 128-unit rental apartment building, which 

equates to a 1.5 FAR constructed on the assemblage.  This scenario was 

designed under the theory that rezoning the parcels will likely achieve a 

minimum multifamily FAR of 1.5, using the maximum FAR associated with 

the existing zoning on half the site (the O-M parcels) as a lower limit.   The 

Small Lowrise Apartment scenario assumes that the existing parking garage 

on 4311 Montgomery would need to be demolished, requiring new 

underground and/or above-grade structured parking to be constructed at a 

minimum ratio of 1.1 spaces per dwelling unit, consistent with County 

parking requirements and market comparables. 
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5) The “Medium Lowrise Apartment” plan, detailed in the financial analysis 

appendices as “Scenario A-2,” contemplates the construction of a wood-

framed 165,000 gross square foot, 150-unit rental apartment building, which 

equates to a 1.8 FAR constructed on the assemblage.  This scenario was 

designed under the theory that a developer will seek to construct the largest 

possible five-story “3A” wood-frame construction apartment building on the 

site.  Such a plan allows for an approximate 80% lot coverage, assuming the 

need for a minimum of 10% public use space plus another 10% open space for 

setbacks and additional green space, following CBD zone parameters as a 

rough guide. The Medium Lowrise Apartment scenario assumes that the 

existing parking garage on 4311 Montgomery would need to be demolished, 

requiring new underground and/or above-grade structured parking to be 

constructed at a minimum ratio of 1.1 spaces per dwelling unit, consistent 

with County parking requirements and market comparables. 

6) The “Large Highrise Apartment” plan, detailed in the financial analysis 

appendices as “Scenario A-3,” contemplates the construction of a concrete 

282,000 gross square foot, 256-unit rental apartment building, which equates 

to a 3.0 FAR built on the assemblage.  This scenario was designed under the 

theory that rezoning the parcels will likely achieve a maximum multifamily 

FAR of 3.0, using the FAR limits associated with the existing zoning on half 

the site (the C-O parcels) as an upper limit.   The Large Highrise Apartment 

scenario assumes that the existing parking garage on 4311 Montgomery would 

need to be demolished, requiring new underground and/or above-grade 
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structured parking to be constructed at a minimum ratio of 1.1 spaces per 

dwelling unit, consistent with County parking requirements and market 

comparables. 

The following table provides a snapshot summary of the six development scenarios.  

Later sections provide additional detail on the underlying assumptions used in each 

scenario proforma. 

Table 2:  Summary of Bethesda Gateway Development Scenarios  

 

VI.   Office Market Analysis 

Office Market Context 

The Bethesda/Chevy Chase office submarket comprises a total of 11.3 million 

square feet of office space and is the second largest office submarket in suburban 

Maryland, behind Rockville.  Bethesda/Chevy Chase is suburban Maryland’s “high rent” 

submarket, as it is conveniently situated at the DC-Montgomery County border, clustered 

around Metro’s Bethesda and Friendship Heights stations.  Noteworthy office tenants in 
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the submarket include Capital One (formerly Chevy Chase Bank), GEICO, Clark 

Construction, Ritz Carlton Hotels, and Howard Hughes Medical Institute.  The National 

Institutes of Health (NIH), which is headquartered in its 8 million sq. ft. Bethesda 

campus, maintains presences in privately owned office buildings throughout the Bethesda 

area, while the 900,000 sq. ft. Bethesda Naval Hospital accounts for another large 

component of the submarket’s workforce. 

At year-end 2009, the Bethesda/Chevy Chase office submarket had suburban 

Maryland’s second-lowest overall vacancy rate, at 10.3% (Delta Office Report, 2009, p. 

75).  During 2009, the submarket’s vacancy rate actually declined 150 basis points from 

year-end 2008, in contrast to the market-wide average for suburban Maryland, which 

increased from 10.3% to 13.2% over the same timeframe.  Effective rents declined 5.6% 

in Bethesda/Chevy Chase from 2008 to 2009 compared to a 7.3% decrease for suburban 

Maryland overall (Delta Office Report, 2009, p. 77).  At the end of 2009, there was no 

new office space under construction in the submarket, as the slumping economy and 

troubles in the financial markets has prevented any new projects from materializing. 

Office Supply-Demand Analysis 

A supply-demand analysis was compiled to evaluate the feasibility of constructing 

and leasing new office space at the subject site (see Exhibits D-2 through D-4).  The 

Montgomery County Planning Department’s office employment projections were used as 

a basis for determining office space demand, as detailed in Exhibit D-2.  The projected 

1,491-job increase over the next five years translates to a need for 372,750 square feet to 

accommodate the new workers.  While this increase in space demand might otherwise 

imply the need for new buildings, demand for 372,750 square feet represents less than 
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one-third of the submarket’s current 1.2 million square foot vacant office space 

inventory.  Therefore, as detailed in the supply-demand analysis, there is little evidence to 

support the feasibility of speculative office space construction in Bethesda.  Any new 

development would have to be supported by a significant pre-lease or cater to an 

underserved niche.  As a result, it appears that an office development at the subject site 

will not likely be finance-able without a pre-lease and/or a specialized niche strategy, i.e., 

possibly the medical office “move-up” project suggested by Andrew Masters. 

Office Rental Rate Analysis 

An office rental rate analysis was conducted to determine achievable rents for an 

office project at the subject site “if built today.”  Lease comparables were compiled for 

both conventional and medical office buildings in the Bethesda area.  For conventional 

office suites of varying ages, the average lease rate for recent deals was $33.24 per SF, 

and for medical office it was $36.40 per SF.  When asked for his opinion on recent comps 

and his outlook on lease rates for the subject site, office leasing expert Andrew Masters 

indicated that recent comps were signed in a very depressed market, and that Class A 

rents could very easily head back up to $40 per SFt or higher once the economy 

stabilizes, especially given the nonexistent pipeline.  Taking into account both the 

comparables analysis and the comments of market experts, the development analysis 

utilized assumptions of current market rents at $40 per SF for conventional office and 

$43 per SF for medical office, indexed to 2010, with annual increases of 3%. 
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Parking Assumptions for Office Development Analyses 

Section 59-E-3.2 of the Montgomery County Zoning Ordinance sets the required 

parking at 2.4 spaces per 1,000 square feet for office projects located more than 1,800 

feet from a Metro station.  The text of the CR zone indicates that office projects located 

between ¼ and ½ of a mile from Metro will only be required to provide 40% of the 

amount stipulated in Section 59-E.  Since the subject site is located slightly less than ½ of 

a mile from the Bethesda Metro, if rezoned to CR, it would qualify for the reduced 

parking requirement.  However, conversations with office market experts including have 

indicated it would be unwise to provide fewer than 2.5 spaces per 1,000 square feet at the 

Bethesda Gateway site, and that medical office would require at least 4 spaces per 1,000.  

The parking data compiled in Exhibit D-5 supports the notion that the market will require 

at least 2 spaces per 1,000, as the average parking count among surveyed office buildings 

was 2.1 spaces per 1,000 square feet.   

For the purposes of the development analyses, the parking count used was 2.5 

spaces per 1,000 in a combination of underground and above-ground structured parking 

for the conventional office developments.  For the small medical office building, it was 

assumed that the existing parking garage on the 4311 parcel, which has roughly 500 

parking spaces, was renovated and re-used, providing a parking count of over 5 spaces 

per 1,000 square feet. 
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VII. Apartment Market Analysis 

Apartment Market Context 

The Bethesda/Chevy Chase rental apartment submarket has a total of 8,260 units, 

according to REIS research (REIS Subtrend, 2009, p. 7), and is largely comprised of 

highrise apartment units.  Similar to the office development pattern in the same 

submarket, apartments in Bethesda/Chevy Chase are primarily clustered within walking 

distance of the submarket’s Metro stations, and achieve higher rents, on average, than 

other areas in suburban Maryland due to the neighborhood’s amenities and convenient 

location.  

Apartment rents in the Bethesda/Chevy Chase submarket declined by 2.4% in 

2009, according to REIS, following 13 years of annual market rent increases (REIS 

Classcuts, 2009, p. 1).  The submarket’s vacancy rate increased to 8.9% at year-end 2009, 

nearly doubling since year-end 2008.  At least one-forth of the submarket’s vacancy rate, 

however, is attributable to not-yet-leased units at a 402-unit project that delivered in mid-

2009, Archstone Wisconsin Place.  At year-end 2009, there were no new apartment 

projects under construction in the submarket, although 1,479 units are currently planned 

with varying levels of development entitlements (see Appendix Exhibit E-4).   

Apartment Supply-Demand Analysis 

A supply-demand analysis was constructed to evaluate the feasibility of 

constructing and leasing a new apartment project at the subject site (see Appendix 

Exhibits E-2 through E-4).  The Montgomery County Planning Department’s office 

employment projections were used as a basis for determining multifamily unit demand, 
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as detailed in Exhibit E-2.  The projected 2,893 multifamily household increase over the 

next five years represents four times the current vacant inventory of 736 units in the 

submarket.  As detailed in the supply-demand analysis, the net new demand for 

multifamily units in the submarket is approximately 476 per annum; if the subject site is 

able to garner at least a 30% share of the annual demand, it will achieve a lease-up pace 

of 143 units per year, or roughly 12 units per month.  This estimate is conservative when 

compared to the average per-project lease-up pace achieved by DC metro area projects 

over the last ten years of 17 units per month.  Informed by the results of the supply-

demand analysis, the development analyses assume a lease-up pace of approximately 12 

units per month in both the low-rise and highrise scenarios. 

Apartment Rental Rate Analysis 

An apartment rental rate analysis was conducted to determine achievable rents for 

an apartment project at the subject site “if built today.”  Comparable newer apartment 

properties were surveyed for rents and unit sizes, as detailed in Appendix Exhibit E-1. 

While the overall average rent for the six selected comparables was found to be $2.64 per 

SF, these represented projects of varying ages, unit sizes and locations within the 

neighborhood.  
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Graphic 10:  Bethesda Submarket Apartment Comparables 
(Map Source: Google Maps &  Pierce Eislen.) 

 

 The two projects judged to be most similar to the subject based on location and 

building type were Whitney at Bethesda Theater and Residences at Rosedale Park, where 

average rents were $2.78 and $2.60 per SF, respectively.  Similar to the subject, both 

projects are lowrise buildings located on the east side of Wisconsin Avenue, outside of 

the preferred “Bethesda Row” and “Bethesda Triangle” retail districts, and are at least a 

seven-minute walk to the Bethesda Metro.  Based on these two comparables, the two 

lowrise apartment analyses for the subject site were run based on achievable rents (today) 

of $2.65 per SF, increased at 3% per annum to the projected delivery date.  In the highrise 

scenario, achievable proforma rents of $2.75 per SF were used, with the 10-cent premium 

achievable due to view premiums for upper floor units.  Per Montgomery County 

requirements, 12.5% of each lowrise project’s units (and 15% of the highrise project’s 
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units) were designated as Moderaely-Priced Dwelling Units (“MPDUs”), which are set 

aside for households earning 65% of the Area Median Income (or 70% in the case of 

highrise projects).  The current MPDU rental rates were used in each proforma, which 

equated to $1.29 per SF for the lowrise scenarios and $1.39 per SF for the highrise 

scenarios.  The MPDU rents lowered the overall blended average rent achievable in each 

apartment scenario. (Detailed information on MPDU rents is provided in the last exhibit 

of Appendix A and in each apartment proforma in Appendices B and C.) 

The apartment comparables analysis also provided the information used to 

determine an appropriate unit mix and unit sizes for a project on the subject site.  As 

detailed in Exhibit E-1, the average unit size for the neighborhood was found to be 841 

square feet, and although there was some variation, studio and one-bedroom units 

comprised over 50% of the apartments at each of the comparable properties.  Two-

bedroom units accounted for 30% to 40% of each unit mix.  Using the makeup and unit 

sizes of the comparables as a guide, a unit mix was constructed for each apartment 

development scenario targeting an average net unit size of 875 net square feet, with a mix 

consisting of 10% studios, 50% one-bedrooms, 10% one-bedroom dens, 30% two-

bedrooms, and 10% three-bedrooms (see Exhibit E-1).  Conversations with multifamily 

developers indicated that one could expect to achieve approximately 80% space 

efficiency in a wood-frame lowrise project; as such, the development analyses assume 

that each 100 gross square feet built yields 80 net rentable square feet of apartment space.    

Parking Assumptions for Apartment Development Analyses 

 Section 59-E-3.7 of the Montgomery County Zoning Ordinance sets the required 

parking for multifamily developments at the following ratios by unit type: 1 space per 
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dwelling unit with no bedroom; 1.25 spaces per dwelling unit with 1 bedroom; 1.5 spaces 

per dwelling unit with 2 bedrooms; and 2 spaces per dwelling unit with 3 bedrooms or 

more.  The Zoning Ordinance states that projects located in a CBD qualify for a 50% 

reduction of the parking requirement stipulated above.  The text of the CR zone indicates 

that multifamily projects located between ¼ and ½ of a mile from Metro will only be 

required to provide 70% of the amount stipulated in Section 59-E; since the subject site is 

located slightly less than ½ of a mile from the Bethesda Metro, if rezoned to CR, it would 

qualify for the reduced parking requirement.  The parking data compiled in Exhibit E-9 

shows that the average parking count for the newer apartment comparables is 1.17 spaces 

per unit, with the number ranging from 1.07 to 1.30.  

Taking the County’s requirements and market data outlined above into 

consideration, the parking count used in each of the apartment development analyses was 

computed by multiplying the Section 59-E ratios by the counts for each unit type in each 

scenario.  The resulting count was then reduced by 15% to account for some variation of 

a reduced parking requirement stemming from proximity to Metro (such as the CR zone’s 

30% reduction for projects within ½ mile of Metro).  The resulting ratios for each of the 

three multifamily development scenarios approximated 1.1 spaces per unit, which 

appears in-line with the parking provided at comparable properties (see Exhibit E-8).  For 

the two wood-frame development scenarios, it was assumed that above-grade structured 

parking could be constructed in a “wrap” scheme; in the case of the concrete highrise 

apartment scenario, it was assumed that 75% of the spaces would be constructed in a 

below-grade garage. 
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VIII. Financial Feasibility Analysis 

 An extensive financial feasibility analysis was compiled to assess the viability of 

each of the six development scenarios detailed in Section V above.  The goals of the 

analysis were to determine: 

1) The potential investment returns for each development scenario assuming the 

assemblage land is purchased at the $6 million asking price; and 

2) The price a developer would be willing to pay for the assemblage land, based on 

pricing the land acquisition to achieve target return thresholds in each scenario. 

For each of the six development scenarios, a proforma was constructed to model 

predevelopment costs, construction costs, project performance during lease-up, refinance 

at stabilization, and cash flows for a 10-year hold following stabilization.  The complete 

detailed proformas modeling each scenario with land valued at the $6 million asking 

price are presented in Appendix C; the detailed proformas wherein land prices are 

adjusted to allow the venture to hit target return thresholds are presented in Appendix B. 

Key Assumptions: Office Proformas (Scenarios O-1, O-2, and O-3) 

 Proformas for the three office development scenarios outlined in Section V above 

are detailed in Appendices A, B, and C.  Various experts in development, construction, 

architecture, zoning, real estate finance, investment sales brokerage, and leasing were 

consulted to provide input for the assumptions underlying each proforma.  Explanations 

for key proforma assumptions are detailed as follows: 

 Development Timeline:  The rezoning and approvals process outlined in the 

“Rezoning Strategy” section of this paper details a 34- to 42-month process to 

achieve rezoning, sketch plan, site plan, subdivision, and building permit 
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approvals.  In the proformas, it was assumed that 24 months will be required to 

complete rezoning, initial planning, and sketch plan approval.  Another 12 months 

was added to provide time to refine architectural designs and achieve site plan 

approval, record plat of subdivision, and obtain building permits. 

 Hard Costs:  Several construction experts and architects were surveyed to provide 

estimates for steel-frame office buildings; these estimates were inflated roughly 

10% to account for the construction occurring 3 years out.  Hard costs (excluding 

tenant build-out) for the two smaller office building scenarios (O-1 and O-2) were 

estimated to be $110 per gross SF; hard costs the large office building (O-3) were 

estimated at $130 per SF.  Tenant improvement (“TI”) allowances of $40 per 

square foot were budgeted based on expectations of what market TIs would be 

three years out.  Site work was estimated to be $1 million for the small medical 

office project, which is lower than the $2 to $2.5 million required for the larger 

office buildings due to the small medical office scenario’s re-use of the existing 

parking garage, as opposed to its demolition.  Estimates of $15,000 per above-

grade structured space and $35,000 per below-grade garage space were used in 

conjunction with the previously detailed parking counts for each scenario.  The 

construction experts all encouraged the inclusion of a contingency factor to 

account for unknowns; as such, a line item of 5% of all hard costs was added. 

 Soft Costs:  Architectural and engineering costs were estimated to be $5 per gross 

SF, and a development fee equivalent to 5% of hard costs plus architectural and 

engineering fees was allocated.  Upfront leasing commissions of 6% of total lease 

revenue were also included, along with construction lender fees and county-
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imposed transfer and recordation taxes, real estate taxes during construction, and 

$6.30 per SF in impact fees.   A soft cost contingency factor line item of 5% was 

added. 

 Construction Financing:  Commercial bank loan officers and real estate finance 

brokers were interviewed to assist in developing assumptions for the construction 

debt financing utilized in each office scenario.  Although bank officials indicated 

that few construction loans were getting done at the moment, their underwriting 

standards typically require a sponsor to post 30% of total hard costs, soft costs, 

and land contribution value.  Lenders indicated that they would allow land value 

to count toward a developer’s equity contribution, and that it would be a 

conservative assumption to underwrite an office construction loan at 7% to 8% 

several years out, given today’s market conditions.  A construction loan rate of 

7.5% was used in all three office scenarios, and it was assumed that first 

construction funds would be contributed by the developer until his 30% equity 

contribution was reached.  Thereafter, the construction lender would fund 

construction with draws as construction progresses, with unpaid construction 

interest compounding added back into the loan principal until a permanent loan 

takeout occurs. 

 Construction and Lease-Up Timeline:  It was assumed that the two smaller office 

projects would require 18 months to complete construction (starting in January 

2013), while the large office building would require 24 months.  For each office 

scenario, it was assumed that 60% pre-leases would be secured prior to 

construction start, which would allow for first move-ins to occur upon completion 
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in 2014.  The remaining 40% was assumed to lease up over the next 12 months 

for the two smaller office scenarios, and over the next 18 months for the large 

office scenario.  Therefore, stabilization would occur in mid-2015 for the two 

smaller office scenarios and in mid-2016 for the large office scenarios. 

 Permanent Financing:  In all three scenarios, it was assumed that the project 

would be refinanced with permanent debt upon stabilization.  Refinance 

assumptions were conservative projections based on “today’s rates.”   A cap rate 

of 7.5% was used to determine value on which refinance proceeds were 

calculated;  this estimate was “rounded up” from cap rate data provided in Delta 

Associates’ Year-End 2009 Office Market Report, which shows average cap rates 

for Class A office buildings in CBDs at 7.25% (Delta Office Report, 2009, p. 28).  

A loan-to-value ratio of 65% and amortization schedule of 25 years were used, 

which are the current prevailing rates for Class A office assets, according to Bill 

Wrench of Phillips Capital, an experienced finance broker.  Refinance closing 

costs were assumed to be 1% of total loan proceeds. 

 Rents/Vacancy:  The office market analysis section above details the basis for the 

“Year 1” office rent assumptions of $48 per SF for the small medical office 

scenario and $45 per SF for the medium and large office scenarios.  All leases 

were assumed to be 10-year leases. Tenant improvement allowances of $60 per 

SF were assumed in the medical office scenario and $40 per SF in the 

conventional office scenarios.  According to Andrew Masters of JLL, medical 

office tenants would expect higher TI allowances because medical buildouts 

require more walls and plumbing relative to standard office buildouts.  It was 
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assumed that market rents and lease rent escalations would be 3% per annum 

based on PPR’s five-year rent growth projections for Bethesda/Chevy Chase (PPR 

Office Submarket, 2010, p. 9) and on the prevailing escalators listed in the lease 

comps provided in Appendix D-1.  After stabilization, vacancy was assumed to be 

8% of gross potential rent annually, consistent with long-term averages for the 

Bethesda submarket (PPR Office Submarket, p. 8). 

 Operating Expenses/Increases:  Operating expenses upon stabilization were 

computed on a line-item basis and reconciled against industry averages.  In all 

three office scenarios, management fees were assumed to be 3% of net rental 

income, while property taxes were computed using the current real estate tax rate 

of $1.03 per $100 applied to an “assessed value” approximating the value used in 

the refinance loan-to-value.  Other operating expense line items were 

approximated using comparables provided by Willco Companies and JLL, and 

were escalated at 3% per annum to adjust for stabilized operations occurring in 

2015 and 2016.  Total operating expenses in the first stabilized year of operations 

for the small medical office building, medium office building, and large office 

building were $18.50, $16.88, and $17.18 per square foot, respectively.  When 

indexed back to 2010, these estimates approximate $16 per square foot for the 

small medical building and $15 per square foot for medium and large 

conventional buildings, which correlate to Andrew Masters’ estimate that “the 

regular office buildings’ operating expenses would be $15 ‘today,’ with the 

medical building requiring a $1 premium for higher utility expenses.”  Repair 
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reserves in Year 1 were estimated at 25 cents per square foot.  All stabilized 

“Year 1” operating expenses were increased at 3% per annum going forward. 

 Terminal Cap Rate/Reversion:  Each analysis assumed a ten-year hold period 

past initial stabilization (with a nine-year hold for the large office building, to 

harmonize end dates across all the analyses).  A reversion sale at the end of 2025 

was computed using a sale price based on a projected 2026 NOI and a terminal 

cap rate of 8.5%, which represents a 100 basis point premium over the cap rate 

used to establish value for the refinance upon stabilization.  Terminal sale 

transaction costs were estimated to be 2% of the sale price. 

Key Assumptions: Apartment Proformas (Scenarios A-1, A-2, and A-3) 

 Proformas for the three apartment development scenarios outlined in Section V 

above are detailed in Appendices A, B and C.  Similar to the approach used with the 

office proformas, various experts in development, construction, architecture, zoning, real 

estate finance, investment sales brokerage, and leasing were consulted to provide input 

for the assumptions underlying each proforma.  Explanations for the key proforma 

assumptions are detailed as follows: 

 Development Timeline:  The rezoning and approvals process outlined in the 

“rezoning strategy” section of this paper details a 34- to 42-month process to 

achieve rezoning, sketch plan, site plan, subdivision, and building permit 

approvals.  For the purposes of the proformas, it is assumed that 24 months will 

be required to complete rezoning, initial planning, and sketch plan approval.  

Another 12 months of pre-construction was added to refine architectural designs 
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and achieve site plan approval, record plat of subdivision, and obtain building 

permits. 

 Hard Costs:  Several construction experts and architects were surveyed to provide 

estimates for wood-frame lowrise and concrete highrise apartment buildings; 

these estimates were inflated roughly 10% to account for the construction 

occurring 3 years out.  All-in hard costs for the two wood-framed apartment 

scenarios (A-1 and A-2) were estimated to be $100 per gross SF; hard costs the 

large highrise building (A-3) were estimated at $160 per gross SF.  Site work was 

estimated to be $2 million for the wood-frame lowrises and $2.5 million for the 

highrise.  Estimates of $15,000 per above-grade structured space and $35,000 per 

below-grade garage space were used in conjunction with the previously detailed 

parking counts for each scenario.  The construction experts encouraged the 

inclusion of a contingency factor to account for unknowns; as such, a line item of 

5% of all hard costs was added. 

 Soft Costs:  Architectural and engineering costs were estimated to be $5 per gross 

SF, and a development fee equivalent to 5% of hard costs plus architectural and 

engineering fees was allocated.  Construction lender fees were estimated and 

county-imposed transfer and recordation taxes were estimated to be 2% and 1% of 

hard costs, respectively, while county impact fees were computed to be $8,400 

per unit.   A soft cost contingency factor line item of 5% was added. 

 Construction Financing:  Commercial bank loan officers and real estate finance 

brokers were interviewed to assist in developing assumptions for the construction 

debt financing utilized in each office scenario.  Although bank officials indicated 



Mistysyn  43  

that relatively few construction loans were getting done at the moment, their 

underwriting standards typically require a sponsor to provide upfront 30% of total 

hard costs, soft costs, and land contribution value.  Lenders indicated that they 

would allow land value to count toward a developer’s equity contribution, and 

that it would be a conservative assumption to underwrite an apartment 

construction loan at 6% to 8% several years out, given today’s market conditions.  

A construction loan rate of 7.0% was used in all three scenarios, and it was 

assumed that first construction funds would be contributed by the developer until 

his 30% equity contribution was reached.  Thereafter, the construction lender 

would construction loan funds as draws were required to fund construction, with 

unpaid construction interest compounding added back into the loan principal until 

a permanent loan takeout was closed. 

 Construction and Lease-Up Timeline:  It was assumed that the two wood-frame 

apartment projects would require 18 months to complete construction (starting in 

January 2013), while the large office building would require 24 months.  For each 

apartment scenario, it was assumed that units would lease at a rate of 11 to 12 per 

month upon completion, which is in line with the metro area average over the last 

decade (see Appendix Table E-6) and consistent with the estimate computed in 

the supply-demand analysis (see Appendix Table E-1).  At these rates, 

stabilization was projected to occur in mid-2015 for the two wood-frame lowrise 

scenarios and in late 2016 for the concrete highrise scenario. 

 Permanent Financing:  In all three scenarios, it was assumed that the project 

would be refinanced with permanent debt upon stabilization.  Refinance 
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assumptions were conservative projections based on “today’s rates.”   A cap rate 

of 7.0% was used to determine value on which refinance proceeds were 

calculated;  this estimate was “rounded up” from cap rate data provided in Delta 

Associates’ Year-End 2009 Multifamily Report, which shows average cap rates 

for Class A highrise apartments in urban locations recently at 6.61% (Delta 

Multifamily Report, 2009, p. 128).  A loan-to-value ratio of 80% and amortization 

schedule of 30 years were used, which are the current prevailing rates for Fannie 

Mae or Freddie Mac debt on stabilized apartment assets, according to Mike 

Yavinsky of Walker Dunlop.  Refinance closing costs were assumed to be 1% of 

total loan proceeds. 

 Rents/Vacancy:  The office market analysis section above details the basis for the 

current apartment rent assumptions of $2.65 per SF for the lowrise scenarios and 

$2.75 per SF for the highrise scenario.  The current rent indices were escalated 

3% per annum to generate rent rate projections at the start of lease-up; the 

estimated increases are based on PPR’s five-year apartment rent growth 

projections for Montgomery County (PPR Apartment Submarket, 2010, p. 12).  

Rent revenues were projected to increase annually at 3% per annum over the ten-

year hold period.  It was assumed that all leases written during lease-up would 

receive one month of free rent as a concession, with concessions declining to 2% 

of gross potential rent annually after stabilization.  Annual vacancy was assumed 

to be 5% of gross potential rent after stabilization was reached, consistent with 

long-term averages for the Bethesda submarket (REIS, 2009, p. 7). 
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 Operating Expenses/Increases:  Operating expenses upon stabilization were 

computed on a line-item basis and reconciled against industry averages.  In all 

three apartment scenarios, management fees were assumed to be 3% of net rental 

income, consistent with industry averages, while property taxes were computed 

using the current real estate tax rate of $1.03 per $100 applied to an “assessed 

value” equivalent to the value used in the refinance.  Other operating expense line 

items were approximated using comparables provided by Transwestern, and were 

escalated at 3% per annum to adjust for stabilized operations occurring in 2015 

and 2016.  Total operating expenses in the first stabilized year of operations for 

the two wood-frame lowrises were and concrete highrise were estimated at 

$9,611, $9,645, and $10,249 per unit, respectively.  When indexed back to 2010, 

these estimates approximate $8,300 per unit for the lowrises and $8,600 per unit 

for the highrises, which are in-line with comparables provided by Transwestern 

that are in the $8,000 to $9,000 per unit range.  Repair reserves in were estimated 

at $300 per unit per annum for all apartment scenarios, which is consistent with 

industry averages.  All stabilized “Year 1” operating expenses were increased at 

3% per annum going forward. 

 Terminal Cap Rate/Reversion:  Each analysis assumed a ten-year hold period 

past initial stabilization (with a nine-year hold for the large office building to 

harmonize analysis end dates).  A reversion sale at the end of 2025 was computed 

using a sale price based on a projected 2026 NOI and a terminal cap rate of 8.0%, 

which represents a 100 basis point premium over the cap rate used to establish 
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value for the refinance upon stabilization.  Terminal sale transaction costs were 

estimated to be 2% of the sale price. 

Proforma Assumptions Summary 

A summary of the development proforma assumptions for each scenario is 

provided in the following table: 

Table 3:  Key Proforma & Construction Cost Assumptions  
 

 

IX.   Analysis of Potential Investment Returns & Land Valuation 

Potential Investment Returns at the $6 Million Land “Asking Price” 

Proformas were generated for each office and apartment development scenario 

using the assumptions detailed above.  In the first set of proformas, the land acquisition 

price for the assemblage was set at $6 million, which is the asking price at which the 

current owners of the assemblage are seeking to sell the assemblage. 
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As detailed in Exhibit A-3 and in the table below, the estimated investment 

returns at the $6 million land price for vary widely between scenarios.  The highest 

returns were achieved by the small medical office and two wood-frame apartment 

scenarios (a.k.a., Scenarios O-1, A-1, and A-2), which generated stabilized unlevered 

yields-on-cost of over 8%, equity return multiples of 1.4 or greater, and long-term levered 

IRRs of 13% to 19%.  The highrise apartment, medium and large office projects (a.k.a., 

Scenarios O-2, O-3, and A-3) generated negative equity return multiples and long-term 

levered IRRs of less than 10%. 

Table 4:  Investment Returns @ $6 Million Land “Asking” Price  
 

 

These projections indicate that the relatively higher construction costs associated with 

highrise construction and underground parking fail to generate the commensurately 

higher returns needed to make the more expensive building type economically viable. 
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Determination of Land Value Based on Target Return Thresholds 

 The six proformas from the first set of analyses were adjusted to determine what 

land acquisition price for each scenario would allow the venture to achieve three specific 

target return thresholds, detailed as follows: 

1) Stabilized Yield-on-Cost:  Bankers and developers were surveyed to determine 

what yields in the first stabilized year were required to “green light” a 

development project a Metro-served suburban CBD location and make it finance-

able.  It was determined that the “Year 1” yield-on-cost needed to exceed 9% for 

an office project and 8% for an apartment project. 

2)  Levered IRR:  Developers and equity investors were also surveyed to ascertain 

what levered IRRs would be required to attract equity investment for a 

development project at a Bethesda location.  Overwhelmingly, the sentiments 

expressed seemed to favor smaller projects requiring smaller equity commitments, 

and the average minimum IRR threshold for a long-term hold was 20%. 

3) Equity Multiple if Sold at Stabilization:  A third return threshold was suggested 

by Tom Burton, a private equity fund manager with Alex Brown Realty.  Burton 

suggested that a shorter-term equity return threshold—specifically, “doubling 

one’s equity” during the hold period—would be appropriate to use.  As such, the 

dollar returns to equity are computed for each scenario under the assumption that 

the project was sold upon stabilization, rather than refinanced. 

In summary, each development proforma was adjusted to determine the land value at 

which the following return thresholds could be achieved:  (1) a stabilized yield-on-cost of 

8% for apartment and 9% for office; (2) 20% levered IRR; and (3) a 2.0 equity multiple.  
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Table 5:  Development Scenarios with Land Values Adjusted to Hit “Target” Return 
Thresholds 

 

 

 As detailed in Exhibit A-2 and in the table above, the proformas for only three out 

of the six development scenarios—the small medical office building (O-1), small lowrise 

apartment building (A-1), and medium lowrise apartment building (A-2)—were able to 

achieve the target thresholds if land price was adjusted.  The three midrise and highrise 

development scenarios (O-2, O-3, and A-3) entailed construction costs that were too high 

to generate the target returns, even if the assumed land price was reduced to zero.  The 

respective development scenarios achieved or surpassed the target return thresholds at the 

following maximum land values: 

1) Small Medical Office (“Scenario O-1”): $2,150,000 

2) Medium Office (“Scenario O-2”):                  Negative Land Value 

3) Large Office (“Scenario O-3”):                      Negative Land Value 

4) Small Lowrise Apartment (“Scenario A-1”):  $4,400,000  

5) Medium Lowrise Apartment (“Scenario A-2”):  $5,400,000  
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6) Large Highrise Apartment (“Scenario A-3”):  Negative Land Value  

Valuing the “As-Is” Scenario 

 A market value for the assemblage based on its “as-is” income potential was 

derived by determining the net potential income for the properties’ existing 

improvements and applying a reasonable capitalization rate to the resulting income.  As 

detailed in Exhibit A-4, the annual net income generated by each existing house structure 

was estimated to be approximately $6,000 per month (“triple net”), which multiplied by 

twelve months results in an annual net income of $72,000 per structure.  Since closing on 

the 4311 Montgomery parcel in December 2009, the new owner has achieved progress in 

negotiating with several limousine companies and auto dealerships in the Bethesda area 

to provide discounted parking spaces at 4311 for their fleets.  As such, a conservative 

estimate of $40 per space per month for 300 spaces (out of 500 total) was used to project 

income for the 4311 Montgomery parcel.1  The resulting estimated net operating income 

for the assemblage in “as-is” condition was $336,625, to which an 8% cap rate was 

applied to arrive at a value of $4.2 million using a purely “income capitalization” 

valuation approach. 

Determination of the Probability-Weighted Land Value 

 As detailed above, a land value was determined for each potential outcome, which 

included six potential development scenarios and one “as-is” scenario.  To compute a 

hybrid land value, each of the seven outcomes was “handicapped” based on probability of 

occurring (see Exhibit A-1).  As discussed above, the two largest office scenarios and 

                                                 
1 As a comparison, the public parking garages throughout the Bethesda CBD charge $120 for monthly 
permits. 
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highrise apartment project (O-2, O-3, and A-3) were determined to be the least 

economically viable uses, as the relatively high cost associated with highrise construction 

and underground parking outweighed potential rents—factors that resulted in zero-dollar 

residual land values.  At the same time, these three “highest density” scenarios probably 

stood the lowest chance of being approved for construction, as it is commonly observed 

that seeking entitlements to construct the highest possible densities on a given parcel is 

usually more difficult than seeking a lower density.  Therefore, the three least 

economically viable development scenarios probably stood the lowest chance (among the 

six alternatives) of actually garnering entitlements.  Given their lack of economic 

viability and entitlement hurdles, development scenarios “O-2,” “O-3,” and “A-3” were 

assigned occurrence probabilities of 0%.  In addition, because the small medical office 

scenario indicated a target-threshold land value of $2.15 million—less than the “as-is” 

value of $4.2 million—the medical office was dismissed as a project a developer would 

not pursue and assigned a probability of 0%. 

 With four development scenarios effectively ruled out due to lack of economic 

viability, probabilities were estimated for securing entitlements for the two apparently 

viable developments—the wood-frame lowrise apartment projects, “A-1” and “A-2.” 

Based on conversations with seasoned planners, land use attorneys, and engineers with 

significant knowledge of the approvals process in Montgomery County, it seemed very 

likely that CR zoning, which would allow multifamily uses, could be secured for the 

Bethesda Gateway assemblage.  However, the time required to achieve rezoning 

appeared to be the wildcard.  As such, the probability of securing entitlements within 

three years to build the 150-unit wood-frame apartment building (“A-2”) was estimated 



Mistysyn  52  

to be 50%.   Because it was determined that a possibility exists that the developer might 

be limited to a wood-frame apartment project at a maximum 1.5 FAR (consistent with the 

density limit on the existing O-M zoning), a probability of 25% was assigned to the 128-

unit wood-frame project (“A-1”).  Finally, a probability of 25% was assigned to the 

outcome that no redevelopment could be achieved in a timely manner, resulting in a 

scenario where the land was valued for the income potential of its existing improvements. 

 Using the probabilities discussed above, a “probability-weighted” land value for 

the assemblage was calculated to be $4.85 million, which was approximately 20% less 

than the $6 million asking price.  Based on the analysis detailed above, the developer 

would be advised to attempt to negotiate a land purchase price closer to $4.85 million. 

Table 6:  Computation of Probability-Weighted Assemblage Land Value 

 



Mistysyn  53  

As an alternative to simply offering the landowners a lower price for the 

assemblage, the developer could propose a joint venture structure wherein the current 

landowners receive a lower up-front sum ($4.85 million or less) and are compensated on 

the back end if a development project was to achieve a specified promote threshold.  This 

type of structure would allow the landowners to be compensated up-front and participate 

in the “upside” of a successful development venture. 

X. Preliminary Site Design 

 The development analysis concluded that Scenario A-2, which encompasses the 

development of a 150-unit wood-frame apartment building constructed to a 1.8 FAR, is 

the development scheme that yields the highest potential investment returns among those 

studied.  As such, a preliminary site plan for a 150-unit wood-frame apartment complex 

was designed assuming that some form of CR zoning would be instituted for the site that 

permits development to a minimum FAR of 1.8 and a 75-foot height limit.  The approved 

text of the CR zone (included in Appendix I) was followed to establish rough guidelines 

for setbacks, public use space, and parking requirements.   

 Conversations with architects and multifamily developers indicated that the 

wood-frame structure type that allows for maximum height (five stories) under current 

building codes is known as “3A construction.”  A five-story 3A apartment structure can 

be constructed atop a concrete podium.  Both the financial analysis and the site plan 

design assumed the 150-unit scheme as being built using 3A construction.  

The existing grade of the Bethesda Gateway site is such that the Montgomery 

Avenue side of the assemblage is approximately 20 to 25 feet lower than the East-West 

Highway side.  The 4311 Montgomery parcel is currently improved with a concrete 
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parking garage accessed from Montgomery Avenue, and has an existing 15,000 square 

foot underground parking area below Montgomery Avenue street level.  Assuming the 

utilization of this already “dug out” subterranean level, plus the construction of two levels 

of parking on the southern “low end” of the site, it was assumed that two and a half levels 

of structured parking could be constructed on an area that roughly equates to the footprint 

of the 4311 parcel, as shown below.  This parking scheme would yield approximately 185 

parking spaces, or 1.23 spaces per unit, and would eliminate the need for any new 

underground excavations or the construction of a vertical parking structure.  In addition, 

placement of the parking structure on the 4311 lot would be less controversial in the to 

planners and citizens, as this parcel currently contains a parking facility and is adjacent to 

East-West Towers’ parking structure. 

Graphic 11:  Site Plan for Parking Structure Levels B1 & B2 and Optional Townhouses 
(Illustration by Brian Mistysyn) 
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Graphic 12:  Site Plan for Parking Structure Levels B3 (Below Grade) 
(Illustration by Brian Mistysyn) 

 

 

The design shown above incorporates eight “optional” two story townhouses 

constructed at Levels B1 and B2 along Montgomery Avenue that can be eliminated 

depending on density limits and the constructability of the proposed parking structure.  

These townhouses were added to enhance potential rentable area (as they could be 

incorporated into the project as two- or three-bedroom units) and as an aesthetic buffer to 

hide the parking garage from view.  The idea for such townhouses was “borrowed” from 

an apartment complex in Arlington, Virginia called The Market Common at Clarendon, 

where about a dozen rental townhouses were constructed in similar fashion on the 

exterior of an above-grade parking structure. 
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Graphic 13:  Stacked Townhouses Constructed along the Exterior of an Above-Grade 
Parking Structure at The Market Common Clarendon 

(Photo by Pierce Eislen) 

 

 A site plan for the apartment building and surrounding landscape illustrates the 

envisioned footprint for the project at the East-West Highway grade, which is elevated 

approximately 20 to 25 feet above the site’s low point along Montgomery Avenue.  As 

noted previously, a large portion of the building would be constructed atop a concrete 

podium built housing the two-level parking structure.  As illustrated in the site plan 

below, the project design utilizes the site’s existing vehicular access points and attempts 

to follow the contours of the adjacent streets.  The building footprint accomplishes the 

targeted density and maximizes “good views” along East-West, Montgomery, and the 

interior courtyard.  Buffer setbacks were created to mitigate poor views for units facing 

East-West Towers. 



Mistysyn  57  

Graphic 14:  Apartment Building Footprint and Streetscape 
(Illustration by Brian Mistysyn) 

 

The CR zone’s requirements (included in Appendix I) are also addressed by the 

site plan illustrated above.  In addition to meeting the parking requirements previously 

discussed, the site design above provides for approximately 7,000 square feet of “public 

use space” by virtue of the triangular park incorporated at the eastern tip of the site – 

which is well above the 10% of site area threshold required by the CR zone for public use 

space.  Because the CR zone does not require specific setbacks along streets or against lot 

lines adjacent commercially-zoned properties, no specific setbacks are required.  To be 

conservative, the “build to” boundaries of the existing buildings and neighboring 

properties were used as a rough guide followed in the site plan shown above. 
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XI. Conclusions 

 Notwithstanding the extensive research and analysis detailed above, the 

development opportunity the Bethesda Gateway site represents remains unquantifiable.  

Although the well-researched and well-reasoned analysis presented in this paper makes 

the case for a lowrise apartment development strategy facilitated by a “streamlined” 

rezoning process, political conditions, space market fluctuations, capital market swings, 

neighborhood sentiments, unforeseen delays, and numerous other factors could impact 

the entitlement and development process—either in a positive or negative way. 

At the end of the day, even a developer equipped with the most state-of-the-art 

proformas, top-notch legal advice, and precise market information is compelled make a 

decision based on his of her “gut” regarding how aggressively they want to pursue a 

project.  In the case of Bethesda Gateway, the quantitative analysis indicates a developer 

should pay $4.85 million for the land, or 20% less than the asking price of $6 million.  

However, a decision-maker’s “gut” feelings about possible upside (or downside) of the 

opportunity could sway his or her offer price in either direction.   
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Exhibit A-1

Determination of Offer Price for Land
Bethesda Gateway Assemblage

April 29, 2010

(A) (B) (C = A x B)

Land Value Estimated Probability-
Based on Probability Weighted

Outcome Outcome of Outcome Land Value

1. Cannot Rezone Assemblage; Continue to Realize $4,200,000 [1] 25.0% $1,050,000
    Income from Existing Improvements

2. Rezone & Build 'Small' Medical Office Building $2,150,000 [2] 0.0% $0
    (Proforma Scenario O-1)

3. Rezone & Build 'Medium' Office Building $0 [2] 0.0% $0
    (Proforma Scenario O-2)

4. Rezone & Build 'Large' Office Building $0 [2] 0.0% $0
    (Proforma Scenario O-3)

5. Rezone & Build 'Small' Lowrise Apartments $4,400,000 [3] 25.0% $1,100,000
    (Proforma Scenario A-1)

6. Rezone & Build 'Medium' Lowrise Apartments $5,400,000 [3] 50.0% $2,700,000
    (Proforma Scenario A-2)

7. Rezone & Build 'Large' Highrise Apartments $0 [3] 0.0% $0
    (Proforma Scenario A-3)

Probability-Weighted Land Value -- 100.0% $4,850,000

[1]

[2] Refer to Exhibit A-2 and detailed office development proformas for detailed justification of land value estimates.

[3] Refer to Exhibit A-2 and detailed apartment development proformas for detailed justification of land value estimates.

Value determined by applying an 8% cap rate to the estimated $337,000 net income generated by the existing buildings and 
garage (See "Land Carry" exhibit).  Note that this market value is significantly below the assemblage's adjusted assessed value 
of $5.8 million.



Exhibit A-2
Bethesda Gateway Development Scenarios Summary - Solve for Land Value at Target IRR

Scenario O-1 Scenario O-2 Scenario O-3 Scenario A-1 Scenario A-2 Scenario A-3
Small Medical Office Medium Office Large Office Small Lowrise Apt Med. Lowrise Apt Lg. Highrise Apt

Project Summary
Construction Type Steel Steel Steel Stick Stick Concrete
Gross SF 90,000 141,000 282,000 141,000 165,000 282,000
Net Rentable SF 86,000 134,000 268,000 112,000 131,000 225,000
Net SF Per Unit -- -- -- 878 876 877
# Units -- -- -- 128 150 256
FAR Built 1.0 1.5 3.0 1.5 1.8 3.0
Total Pkg 500 340 600 144 169 288
% Below Grade Pkg 0% 50% 75% 0% 0% 75%
% Above Grade Pkg 100% 50% 25% 100% 100% 25%
Pkg Ratio 5.8 /1,000 2.5 /1,000 2.2 /1,000 1.1 /unit 1.1 /unit 1.1 /unit
Break Ground Jan-13 Jan-13 Jan-13 Jan-13 Jan-13 Jan-13
Completion Jun-14 Jun-14 Dec-14 Jun-14 Jun-14 Dec-14
Stabilization Jun-15 Jun-15 Jun-16 Jun-15 Jun-15 Dec-16
Rent/SF (2014) $48.00 $45.00 $45.00 $2.89 $2.89 $2.96
OpEx Per GSF/Unit @ Stab. $17.12 $16.04 $16.32 $9,102 $9,135 $8,955
Stabilized Vacancy 8% 8% 8% 5% 5% 5%
Annual Rent Growth 3% 3% 3% 3% 3% 3%
Annual OpEx Growth 3% 3% 3% 3% 3% 3%

Project Costs
Assumed Land Cost $2,150,000 $0 $0 $4,400,000 $5,400,000 $0
Dev Cost w/o Land $27,400,000 $47,800,000 $105,200,000 $27,400,000 $31,400,000 $83,900,000
Dev Cost w/ Land $29,500,000 $47,800,000 $105,200,000 $31,800,000 $36,800,000 $83,900,000
Dev Cost/GSF w/o Land $304 $339 $373 $194 $190 $298
Dev Cost/GSF w/ Land $328 $339 $373 $226 $223 $298
Dev Cost/Unit w/o Land -- -- -- $214,063 $209,333 $327,734
Dev Cost/Unit w/ Land -- -- -- $248,438 $245,333 $327,734

Unleveraged Returns
Stab. Valuation Cap Rate 7.5% 7.5% 7.5% 7.0% 7.0% 7.0%
Stabilized NOI $2,766,064 $3,800,778 $7,234,443 $2,767,175 $3,227,124 $5,610,734
Value at Stabilization $36,880,851 $50,677,041 $96,459,239 $39,531,078 $46,101,767 $80,153,341
Stabilized Yield on Cost 9.4% 8.0% 6.9% 8.7% 8.8% 6.7%
Unlevered IRR (10-Yr Hold) 11.7% 9.7% 7.4% 10.1% 10.1% 6.1%

Leveraged Returns
Assumed Perm. Loan Rate 7.00% 7.00% 7.00% 6.00% 6.00% 6.00%
Permanent Loan LTV 65% 65% 65% 80% 80% 80%
Equity Investment (Incl. Land) $8,271,345 $13,286,697 $27,652,932 $8,817,077 $10,171,767 $21,593,766
$ ROE if Sold @ Stab. $17,355,668 $18,395,455 $25,577,296 $17,615,749 $20,637,627 $20,349,965
% Ret. on Equity if Sold @ Stab. 110% 38% -8% 100% 103% -6%
Equity Multiple if Sold @ Stab. 2.10 1.38 0.92 2.00 2.03 0.94
Levered IRR (10-Yr Hold) 20.0% 14.4% 10.0% 20.1% 20.0% 9.2%

April 29, 2010



Exhibit A-3
Bethesda Gateway Development Scenarios Summary - Investor Returns at $6 Million Land "Asking Price"

Scenario O-1 Scenario O-2 Scenario O-3 Scenario A-1 Scenario A-2 Scenario A-3
Small Medical Office Medium Office Large Office Small Lowrise Apt Med. Lowrise Apt Lg. Highrise Apt

Project Summary
Construction Type Steel Steel Steel Wood-Frame Wood-Frame Concrete
Gross SF 90,000 141,000 282,000 141,000 165,000 282,000
Net Rentable SF 86,000 134,000 268,000 112,000 131,000 225,000
Net SF Per Unit -- -- -- 878 876 877
# Units -- -- -- 128 150 256
FAR Built 1.0 1.5 3.0 1.5 1.8 3.0
Total Pkg 500 340 600 144 169 288
% Below Grade Pkg 0% 50% 75% 0% 0% 75%
% Above Grade Pkg 100% 50% 25% 100% 100% 25%
Pkg Ratio 5.8 /1,000 2.5 /1,000 2.2 /1,000 1.1 /unit 1.1 /unit 1.1 /unit
Break Ground Jan-13 Jan-13 Jan-13 Jan-13 Jan-13 Jan-13
Completion Jun-14 Jun-14 Dec-14 Jun-14 Jun-14 Dec-14
Stabilization Jun-15 Jun-15 Jun-16 Jun-15 Jun-15 Dec-16
Rent/SF (2014) $48.00 $45.00 $45.00 $2.89 $2.89 $2.96
OpEx Per GSF/Unit @ Stab. $17.58 $16.04 $16.32 $9,102 $9,135 $8,955
Stabilized Vacancy 8% 8% 8% 5% 5% 5%
Annual Rent Growth 3% 3% 3% 3% 3% 3%
Annual OpEx Growth 3% 3% 3% 3% 3% 3%

Project Costs
Assumed Land Cost $6,000,000 $6,000,000 $6,000,000 $6,000,000 $6,000,000 $6,000,000
Dev Cost w/o Land $28,028,312 $48,822,400 $106,674,412 $27,617,403 $31,470,588 $85,500,371
Dev Cost w/ Land $34,028,312 $54,822,400 $112,674,412 $33,617,403 $37,470,588 $91,500,371
Dev Cost/GSF w/o Land $311 $346 $378 $196 $191 $303
Dev Cost/GSF w/ Land $378 $389 $400 $238 $227 $324
Dev Cost/Unit w/o Land -- -- -- $215,761 $209,804 $333,986
Dev Cost/Unit w/ Land -- -- -- $262,636 $249,804 $357,423

Unleveraged Return Metrics
Stab. Valuation Cap Rate 7.5% 7.5% 7.5% 7.0% 7.0% 7.0%
Stabilized NOI $2,723,628 $3,800,778 $7,234,443 $2,767,175 $3,227,124 $5,610,734
Value at Stabilization $36,315,037 $50,677,041 $96,459,239 $39,531,078 $46,101,767 $80,153,341
Stabilized Yield on Cost 8.0% 6.9% 6.4% 8.2% 8.6% 6.1%
Unlevered IRR (10-Yr Hold) 9.3% 7.6% 6.5% 9.3% 9.9% 5.1%

Leveraged Return Metrics
Assumed Perm. Loan Rate 7.00% 7.00% 7.00% 6.00% 6.00% 6.00%
Permanent Loan LTV 65% 65% 65% 80% 80% 80%
Equity Investment (Incl. Land) $9,463,819 $15,145,098 $29,530,800 $9,312,650 $10,357,607 $23,471,634
$ ROE if Sold @ Stab. $13,424,612 $13,204,466 $19,943,087 $16,246,729 $20,124,244 $14,616,477
% Ret. on Equity if Sold @ Stab. 42% -13% -32% 74% 94% -38%
Equity Multiple if Sold @ Stab. 1.42 0.87 0.68 1.74 1.94 0.62
Levered IRR (10-Yr Hold) 13.0% 9.3% 7.8% 16.8% 18.9% 6.0%

April 29, 2010



Exhibit A-4
Bethesda Gateway Assemblage
Land Carry Income Estimate

2010 Property Tax Info & Income from Existing Improvements
Net Income

2010 2010 Annual From Existing
Parcel Assessment Taxes Income Improvements

4311 Montgomery $1,500,000 [1] $15,900 $180,000 [2]

4304 East-West $1,527,300 $14,992 $72,000 [3]

4302 East-West $1,179,500 $12,378 $72,000 [3]

4300 East-West $1,632,100 $16,105 $72,000 [3]

Assemblage Total 5,838,900 $59,375 $396,000

[1] Assumes downward reassessment to late 2009 purchase price.

[2] Assumes $40 per space per month for 300 spaces in the 4311 garage.

[3] Assumes NNN rents of $6000 per month for each existing commercial house structure.

$55,895
$336,625

April 29, 2010

$164,100
$57,008
$59,622



Exhibit A-5
Bethesda Gateway Assemblage
Developable FARs for Various Rezoning Scenarios

Assemblage Summary Assumption 1:  Rezoning Achieves 1.5 FAR for Entire Assemblage

Assumed Parcel SF Developable Developable
Parcel / Current Zoning Land SF Dedication Total SF Contrib. Value Parcel FAR w/ Dedication GSF Apt Units [1]

4311 Montgomery (C-O) 30,813 14,499 45,312 4311 Montgomery 1.5 45,312 67,968 62
4304 East-West (O-M) 8,810 4,800 13,610 4304 East-West 1.5 13,610 20,415 19
4302 East-West (O-M) 5,780 4,200 9,980 4302 East-West 1.5 9,980 14,970 14
4300 East-West (O-M) 10,000 15,072 25,072 4300 East-West 1.5 25,072 37,608 34
Assemblage Total 55,403 38,571 93,974 Assemblage Total 1.5 93,974 140,961 128

Land Value Per FAR SF / Unit   @ $6,000,000 $43 /FAR

Assumption 2:  Rezoning Achieves 2.2 FAR for Entire Assemblage Assumption 3:  Rezoning Achieves 3.0 FAR for Entire Assemblage

Assumed Parcel SF Developable Developable Assumed Parcel SF Developable Developable
Parcel FAR w/ Dedication GSF Apt Units [1] Parcel FAR w/ Dedication GSF Apt Units [1]

4311 Montgomery 3.0 45,312 135,936 124 4311 Montgomery 3.0 45,312 135,936 124
4304 East-West 1.5 13,610 20,415 19 4304 East-West 3.0 13,610 40,830 37
4302 East-West 1.5 9,980 14,970 14 4302 East-West 3.0 9,980 29,940 27
4300 East-West 1.5 25,072 37,608 34 4300 East-West 3.0 25,072 75,216 68
Assemblage Total 2.2 93,974 208,929 190 Assemblage Total 3.0 93,974 281,922 256

Land Value Per FAR SF / Unit   @ $6,000,000 $29 /FAR Land Value Per FAR SF / Unit   @ $6,000,000 $21 /FAR

[1] Assumes 1,100 Gross SF required per apartment unit.

$23,438 /unit$31,579 /unit

$46,875 /unit

$1,700,000
$6,000,000

April 29, 2010

$1,500,000
$1,400,000
$1,400,000



Bethesda Gateway Assemblage
MPDU Rent Calculation for Apartment Scenarios

http://www.montgomerycountymd.gov/dhctmpl.asp?url=/content/dhca/housing/housing_p/mpdu/mpdu_rental_program.asp

Limits for Garden Apartments
Income Limit 25% of Inc. / 12 = Max Rent Applies to:

65% AMI 1-Person HH $46,500 $11,625 $969 Efficiency
65% AMI 1.5-Person HH $50,000 $12,500 $1,042 1BR/1BA
65% AMI 2-Person HH $53,500 $13,375 $1,115 1BR/1BA/Den
65% AMI 3-Person HH $60,000 $15,000 $1,250 2BR/2BA
65% AMI 3.5-Person HH $63,500 $15,875 $1,323 2BR/2BA/Den
65% AMI 4.5-Person HH $69,500 $17,375 $1,448 3BR/2BA

Limits for Highrise Apartments
Income Limit 25% of Inc. / 12 = Max Rent Applies to:

70% AMI 1-Person HH $50,500 $12,625 $1,052 Efficiency
70% AMI 1.5-Person HH $54,000 $13,500 $1,125 1BR/1BA
70% AMI 2-Person HH $57,500 $14,375 $1,198 1BR/1BA/Den
70% AMI 3-Person HH $64,500 $16,125 $1,344 2BR/2BA
65% AMI 3.5-Person HH $68,250 $17,063 $1,422 2BR/2BA/Den
70% AMI 4.5-Person HH $74,750 $18,688 $1,557 3BR/2BA

April 29, 2010

http://www.montgomerycountymd.gov/dhctmpl.asp?url=/content/dhca/housing/housing_p/mpdu/mpdu_rental_program.asp�
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Bethesda Gateway Assemblage
Development Cost Summary - Land Cost Adjusted to Target Return
Scenario O-1:  90,000 GSF Medical Office Building with Above-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 90,000 GSF 1.0  FAR
85,500 NSF @ 95% Effic.

Parking 0 below grade garage spaces
500 above ground structured spaces

0 surface spaces
500 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 18 months 1/1/13-6/30/14
Remain. Lease-Up Post-Completion 12 months 7/1/14 - 6/30/15
Constr. Start to Stabilization 66 months

Development Budget

Total Per GSF Per NSF % Notes
Land Cost

Land Cost $2,150,000 $24 $25
Land Cost Offsets $0 $0 $0
Subtotal $2,150,000 $24 $25

Hard Costs

Site work $1,000,000 $11 $12
Building $9,900,000 $110 $116 $110/GSF
Tenant Improvements $5,130,000 $57 $60 $60/NSF
Building Permits $300,000 $3 $4
Parking - Underground Garage $0 $0 $0
Parking - Renovate Existing Structure $500,000 $6 $6
Utility Fees $300,000 $3 $4 (renovate existing)
3rd Party Inspectors $300,000 $3 $4
Contingency $871,500 $10 $10 5% Hard Costs

Subtotal-Hard Costs $18,301,500 $203 $214

Soft Costs

Predevelopment Expenses $300,000 $3 $4
Architectural & Engineering $450,000 $5 $5 $5/GSF
Development Fee $930,075 $10 $11 5% Hard Costs + A&E
Leasing Commissions $2,951,398 $33 $35 6%
Legal $300,000 $3 $4
Real Estate Taxes $66,435 $1 $1 1.03% Land $ x 3yrs
Recordation & Transfer Fees $183,015 $2 $2 1% Hard Costs
Impact Fees $567,000 $6 $7 $6.30 /GSF
Lender Fees $366,030 $4 $4 2% Hard Costs
Operating Deficit $0 $0 $0
Contingency $305,698 $3 $4 5% Soft Costs

Subtotal-Soft Costs $6,419,650 $71 $75

Construction Financing

Construction Loan Interest $2,633,803 $29 $31

Total Hard & Soft Costs + Constr. Fin. $27,354,953 $320 $304
All-In Dev. Cost Including Land $29,504,953 $345 $328

$1,000/struct spc

5.85 spaces/ 1000 SF

April 29, 2010

$35,000/garage spc



Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate - Land Cost Adjusted to Target Return
Scenario O-1:  90,000 GSF Medical Office Building with Above-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.50%

Total Hard Costs + Soft Costs + Land $26,871,150
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $26,571,150

Construction LTC 70%

Total Construction Loan Proceeds $18,599,805

Sponsor Equity Required $8,271,345
Less: Land Contribution Value ($2,150,000)
Additional Sponsor Equity Required $6,121,345

Total Hard/Soft Costs Excl. Land/Predev: $24,421,150

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 50% 30% 10% 100%

Hard & Soft Costs Incurred $0 $2,442,115 $12,210,575 $7,326,345 $2,442,115 $24,421,150

Portion Covered By Sponsor Equity $2,442,115 $3,679,230 $0 $0 $6,121,345
Current Construction Draw $0 $8,531,345 $7,326,345 $2,442,115 $18,299,805
Cumulative Draw + Prior Period Interest $0 $8,531,345 $16,497,541 $20,176,972
Gross Interest Expense $0 $639,851 $1,237,316 $756,636 $2,633,803
Income Offsets $0 $0 $0 $0
Net Interest Expense $0 $639,851 $1,237,316 $756,636 $2,633,803

Total Hard/Soft+ Constr. Int, Yrs 1-5 $2,442,115 $12,850,426 $8,563,661 $3,198,751 $27,054,953
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $27,354,953

April 29, 2010



Bethesda Gateway Assemblage
Rent Revenue Estimate
Scenario O-1:  90,000 GSF Medical Office Building with Above-Grade Parking

% of Full-Svc Lease Move-in Annual
Bldg Net SF Rent @ 2014 Term Date Escal. Tis

Pre-Leased Space:
  Lead Tenant 60% 51,300 $46 /SF 10 Yrs Jul '14 3% $60/NSF

Leased After Delivery:
  Small Tenant(s) 20% 17,100 $51 /SF 10 Yrs Jan '15 3% $60/NSF
  Small Tenant(s) 20% 17,100 $51 /SF 10 Yrs Jul '15 3% $60/NSF

100% 85,500

Garage Spaces 500 spaces @ $75 / mo.

April 29, 2010
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Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario O-1:  90,000 GSF Medical Office Building with Above-Grade Parking

(full 25-year schedule not shown to save paper)

Stabilized NOI $2,788,080
Cap Rate 7.50%
Refi Value $37,174,401
LTV 65%
Loan Amt $24,163,360
Int Rate 7.00%
Amort Yrs 25
Constant Pmt $170,782 $2,049,379

begin period begin bal pmt interest principal end bal
1 7/1/2015 $24,163,360 $170,782 $140,953 $29,829 $24,133,532
2 8/1/2015 $24,133,532 $170,782 $140,779 $30,003 $24,103,529
3 9/1/2015 $24,103,529 $170,782 $140,604 $30,178 $24,073,351
4 10/1/2015 $24,073,351 $170,782 $140,428 $30,354 $24,042,998
5 11/1/2015 $24,042,998 $170,782 $140,251 $30,531 $24,012,467
6 12/1/2015 $24,012,467 $170,782 $140,073 $30,709 $23,981,758
7 1/1/2016 $23,981,758 $170,782 $139,894 $30,888 $23,950,870
8 2/1/2016 $23,950,870 $170,782 $139,713 $31,068 $23,919,802
9 3/1/2016 $23,919,802 $170,782 $139,532 $31,249 $23,888,552

10 4/1/2016 $23,888,552 $170,782 $139,350 $31,432 $23,857,121
11 5/1/2016 $23,857,121 $170,782 $139,167 $31,615 $23,825,506
12 6/1/2016 $23,825,506 $170,782 $138,982 $31,799 $23,793,706
13 7/1/2016 $23,793,706 $170,782 $138,797 $31,985 $23,761,721
14 8/1/2016 $23,761,721 $170,782 $138,610 $32,172 $23,729,550
15 9/1/2016 $23,729,550 $170,782 $138,422 $32,359 $23,697,190
16 10/1/2016 $23,697,190 $170,782 $138,234 $32,548 $23,664,642
17 11/1/2016 $23,664,642 $170,782 $138,044 $32,738 $23,631,904
18 12/1/2016 $23,631,904 $170,782 $137,853 $32,929 $23,598,976
19 1/1/2017 $23,598,976 $170,782 $137,661 $33,121 $23,565,855
20 2/1/2017 $23,565,855 $170,782 $137,467 $33,314 $23,532,541
21 3/1/2017 $23,532,541 $170,782 $137,273 $33,508 $23,499,032
22 4/1/2017 $23,499,032 $170,782 $137,078 $33,704 $23,465,328
23 5/1/2017 $23,465,328 $170,782 $136,881 $33,901 $23,431,428
24 6/1/2017 $23,431,428 $170,782 $136,683 $34,098 $23,397,329
25 7/1/2017 $23,397,329 $170,782 $136,484 $34,297 $23,363,032
26 8/1/2017 $23,363,032 $170,782 $136,284 $34,497 $23,328,535
27 9/1/2017 $23,328,535 $170,782 $136,083 $34,698 $23,293,837
28 10/1/2017 $23,293,837 $170,782 $135,881 $34,901 $23,258,936
29 11/1/2017 $23,258,936 $170,782 $135,677 $35,104 $23,223,831
30 12/1/2017 $23,223,831 $170,782 $135,472 $35,309 $23,188,522
31 1/1/2018 $23,188,522 $170,782 $135,266 $35,515 $23,153,007
32 2/1/2018 $23,153,007 $170,782 $135,059 $35,722 $23,117,284
33 3/1/2018 $23,117,284 $170,782 $134,851 $35,931 $23,081,354
34 4/1/2018 $23,081,354 $170,782 $134,641 $36,140 $23,045,213
35 5/1/2018 $23,045,213 $170,782 $134,430 $36,351 $23,008,862
36 6/1/2018 $23,008,862 $170,782 $134,218 $36,563 $22,972,299

April 29, 2010



Bethesda Gateway Assemblage
Development Cost Summary - Land Cost Adjusted to Target Return
Scenario O-2:  140,000 GSF Office Building with Above & Below-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 140,961 GSF 1.5  FAR
133,913 NSF @ 95% Effic.

Parking 170 below grade garage spaces
170 above ground structured spaces

0 surface spaces
340 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 18 months 1/1/13-6/30/14
Remain. Lease-Up Post-Completion 12 months 7/1/14 - 6/30/15
Constr. Start to Stabilization 66 months

Development Budget

Total Per GSF Per NSF % Notes
Land Cost

Land Cost $0 $0 $0
Land Cost Offsets $0 $0 $0
Subtotal $0 $0 $0

Hard Costs

Site work $2,000,000 $14 $15
Building $15,505,710 $110 $116 $110/GSF
Tenant Improvements $5,356,518 $38 $40 $40/NSF
Building Permits $300,000 $2 $2
Parking - Underground Garage $5,950,000 $42 $44
Parking - Above Grade Structure $2,550,000 $18 $19
Utility Fees $300,000 $2 $2
3rd Party Inspectors $300,000 $2 $2
Contingency $1,613,111 $11 $12 5% Hard Costs

Subtotal-Hard Costs $33,875,339 $240 $253

Soft Costs

Predevelopment Expenses $300,000 $2 $2
Architectural & Engineering $704,805 $5 $5 $5/GSF
Development Fee $1,708,767 $12 $13 5% Hard Costs + A&E
Leasing Commissions $4,333,210 $31 $32 6%
Legal $300,000 $2 $2
Real Estate Taxes $0 $0 $0 1.03% Land $ x 3yrs
Recordation & Transfer Fees $338,753 $2 $3 1% Hard Costs
Impact Fees $888,054 $6 $7 $6.30 /GSF
Lender Fees $677,507 $5 $5 2% Hard Costs
Operating Deficit $0 $0 $0
Contingency $462,555 $3 $3 5% Soft Costs

Subtotal-Soft Costs $9,713,651 $69 $73

Construction Financing

Construction Loan Interest $4,184,019 $30 $31

Total Hard & Soft Costs + Constr. Fin. $47,773,010 $357 $339
All-In Dev. Cost Including Land $47,773,010 $357 $339

$15,000/struct spc

2.54 spaces/ 1000 SF

April 29, 2010

$35,000/garage spc



Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate - Land Cost Adjusted to Target Return
Scenario O-2:  140,000 GSF Office Building with Above & Below-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.50%

Total Hard Costs + Soft Costs + Land $43,588,991
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $43,288,991

Construction LTC 70%

Total Construction Loan Proceeds $30,302,293

Sponsor Equity Required $13,286,697
Less: Land Contribution Value $0
Additional Sponsor Equity Required $13,286,697

Total Hard/Soft Costs Excl. Land/Predev: $43,288,991

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 50% 30% 10% 100%

Hard & Soft Costs Incurred $0 $4,328,899 $21,644,495 $12,986,697 $4,328,899 $43,288,991

Portion Covered By Sponsor Equity $4,328,899 $8,957,798 $0 $0 $13,286,697
Current Construction Draw $0 $12,686,697 $12,986,697 $4,328,899 $30,002,293
Cumulative Draw + Prior Period Interest $0 $12,686,697 $26,624,897 $32,950,663
Gross Interest Expense $0 $951,502 $1,996,867 $1,235,650 $4,184,019
Income Offsets $0 $0 $0 $0
Net Interest Expense $0 $951,502 $1,996,867 $1,235,650 $4,184,019

Total Hard/Soft+ Constr. Int, Yrs 1-5 $4,328,899 $22,595,998 $14,983,564 $5,564,549 $47,473,010
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $47,773,010

April 29, 2010



Bethesda Gateway Assemblage
Rent Revenue Estimate
Scenario O-2:  140,000 GSF Office Building with Above & Below-Grade Parking

% of Full-Svc Lease Move-in Annual
Bldg Net SF Rent @ 2014 Term Date Escal. Tis

Pre-Leased Space:
  Lead Tenant 60% 80,348 $43 /SF 10 Yrs Jul '14 3% $40/NSF

Leased After Delivery:
  Small Tenant(s) 20% 26,783 $48 /SF 10 Yrs Jan '15 3% $40/NSF
  Small Tenant(s) 20% 26,783 $48 /SF 10 Yrs Jul '15 3% $40/NSF

100% 133,913

Garage Spaces 340 spaces @ $100 / mo.

April 29, 2010



Bethesda Gateway Assemblage
Development Proforma - Land Cost Adjusted to Target Return
Scenario O-2:  140,000 GSF Office Building with Above & Below-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     $6,026,083 $6,206,865 $6,393,071 $6,584,863 $6,782,409 $6,985,882 $7,195,458 $7,411,322 $7,633,661 $7,862,671 $8,098,551 $8,341,508 $8,591,753
Vacancy Loss --     --     --     ($4,298,606) ($662,066) ($511,446) ($526,789) ($542,593) ($558,871) ($575,637) ($592,906) ($610,693) ($629,014) ($647,884) ($667,321) ($687,340)
Credit Loss --     --     --     ($120,522) ($124,137) ($133,189) ($137,185) ($141,300) ($145,539) ($149,905) ($154,403) ($159,035) ($163,806) ($168,720) ($173,781) ($178,995)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Rental Income --     --     --     $1,727,477 $5,420,662 $5,748,437 $5,920,890 $6,098,516 $6,281,472 $6,469,916 $6,664,013 $6,863,934 $7,069,852 $7,281,947 $7,500,406 $7,725,418

Garage Income --     --     --     $116,960 $408,000 $420,240 $432,847 $445,833 $459,208 $472,984 $487,173 $501,789 $516,842 $532,347 $548,318 $564,767
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     $1,844,437 $5,828,662 $6,168,677 $6,353,737 $6,544,349 $6,740,679 $6,942,900 $7,151,187 $7,365,722 $7,586,694 $7,814,295 $8,048,724 $8,290,185

Operating Expenses
Payroll --     --     --     ($103,113) ($206,226) ($212,413) ($218,785) ($225,349) ($232,109) ($239,072) ($246,245) ($253,632) ($261,241) ($269,078) ($277,150) ($285,465)
Administrative --     --     --     ($22,096) ($44,191) ($45,517) ($46,883) ($48,289) ($49,738) ($51,230) ($52,767) ($54,350) ($55,980) ($57,660) ($59,389) ($61,171)
Repairs & Maintenance --     --     --     ($36,826) ($73,652) ($75,862) ($78,138) ($80,482) ($82,896) ($85,383) ($87,944) ($90,583) ($93,300) ($96,099) ($98,982) ($101,952)
Contract Services --     --     --     ($294,608) ($589,217) ($606,893) ($625,100) ($643,853) ($663,169) ($683,064) ($703,556) ($724,663) ($746,402) ($768,795) ($791,858) ($815,614)
Utilities --     --     --     ($294,608) ($589,217) ($606,893) ($625,100) ($643,853) ($663,169) ($683,064) ($703,556) ($724,663) ($746,402) ($768,795) ($791,858) ($815,614)
Management Fees --     --     --     ($51,824) ($162,620) ($172,453) ($177,627) ($182,955) ($188,444) ($194,097) ($199,920) ($205,918) ($212,096) ($218,458) ($225,012) ($231,763)
Insurance --     --     --     ($36,826) ($73,652) ($75,862) ($78,138) ($80,482) ($82,896) ($85,383) ($87,944) ($90,583) ($93,300) ($96,099) ($98,982) ($101,952)
Real Estate Taxes --     --     --     ($261,250) ($521,867) ($537,523) ($553,648) ($570,258) ($587,366) ($604,986) ($623,136) ($641,830) ($661,085) ($680,918) ($701,345) ($722,386)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     ($1,101,152) ($2,260,642) ($2,333,416) ($2,403,418) ($2,475,521) ($2,549,786) ($2,626,280) ($2,705,068) ($2,786,221) ($2,869,807) ($2,955,901) ($3,044,578) ($3,135,916)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     $743,285 $3,568,020 $3,835,261 $3,950,318 $4,068,828 $4,190,893 $4,316,620 $4,446,118 $4,579,502 $4,716,887 $4,858,393 $5,004,145 $5,154,270

Repair Reserves --     --     --     ($16,739) ($33,478) ($34,483) ($35,517) ($36,583) ($37,680) ($38,810) ($39,975) ($41,174) ($42,409) ($43,682) ($44,992) ($46,342)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     $726,546 $3,534,542 $3,800,778 $3,914,801 $4,032,245 $4,153,213 $4,277,809 $4,406,143 $4,538,328 $4,674,478 $4,814,712 $4,959,153 $5,107,928

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition $0 --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($4,328,899) ($22,595,998) ($14,983,564) ($5,564,549) --     --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $59,425,697

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow $37,000 ($3,991,899) ($22,595,998) ($14,257,019) ($2,030,007) $3,800,778 $3,914,801 $4,032,245 $4,153,213 $4,277,809 $4,406,143 $4,538,328 $4,674,478 $4,814,712 $64,384,850

Constr. Loan Draws --     $0 $12,686,697 $12,986,697 $4,328,899 --     --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $951,502 $1,996,867 $1,235,650 --     --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     ($34,186,313) --     --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceeds --     --     --     --     $32,906,537 --     --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     ($1,409,555) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($25,634,861)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow $37,000 ($3,991,899) ($8,957,798) $726,546 $845,211 $981,668 $1,095,692 $1,213,136 $1,334,103 $1,458,699 $1,587,034 $1,719,218 $1,855,368 $1,995,602 $35,930,879

Unlevered IRR 9.70%
Unlevered Return on Cost 8.9% 9.1% 9.4% 9.7% 10.0% 10.3% 10.6% 10.9% 11.2%
Levered IRR 14.42%
Levered Cash-On-Cash 8.1% 9.0% 10.0% 10.9% 12.0% 13.0% 14.1% 15.2% 16.4%

April 29, 2010



Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario O-2:  140,000 GSF Office Building with Above & Below-Grade Parking

(full 25-year schedule not shown to save paper)

Stabilized NOI $3,835,261
Cap Rate 7.50%
Refi Value $51,136,809
LTV 65%
Loan Amt $33,238,926
Int Rate 7.00%
Amort Yrs 25
Constant Pmt $234,926 $2,819,110

begin period begin bal pmt interest principal end bal
1 7/1/2015 $33,238,926 $234,926 $193,894 $41,032 $33,197,894
2 8/1/2015 $33,197,894 $234,926 $193,654 $41,271 $33,156,622
3 9/1/2015 $33,156,622 $234,926 $193,414 $41,512 $33,115,110
4 10/1/2015 $33,115,110 $234,926 $193,171 $41,754 $33,073,356
5 11/1/2015 $33,073,356 $234,926 $192,928 $41,998 $33,031,358
6 12/1/2015 $33,031,358 $234,926 $192,683 $42,243 $32,989,115
7 1/1/2016 $32,989,115 $234,926 $192,437 $42,489 $32,946,626
8 2/1/2016 $32,946,626 $234,926 $192,189 $42,737 $32,903,888
9 3/1/2016 $32,903,888 $234,926 $191,939 $42,986 $32,860,902

10 4/1/2016 $32,860,902 $234,926 $191,689 $43,237 $32,817,665
11 5/1/2016 $32,817,665 $234,926 $191,436 $43,489 $32,774,175
12 6/1/2016 $32,774,175 $234,926 $191,183 $43,743 $32,730,432
13 7/1/2016 $32,730,432 $234,926 $190,928 $43,998 $32,686,434
14 8/1/2016 $32,686,434 $234,926 $190,671 $44,255 $32,642,179
15 9/1/2016 $32,642,179 $234,926 $190,413 $44,513 $32,597,666
16 10/1/2016 $32,597,666 $234,926 $190,153 $44,773 $32,552,893
17 11/1/2016 $32,552,893 $234,926 $189,892 $45,034 $32,507,859
18 12/1/2016 $32,507,859 $234,926 $189,629 $45,297 $32,462,563
19 1/1/2017 $32,462,563 $234,926 $189,365 $45,561 $32,417,002
20 2/1/2017 $32,417,002 $234,926 $189,099 $45,827 $32,371,175
21 3/1/2017 $32,371,175 $234,926 $188,832 $46,094 $32,325,081
22 4/1/2017 $32,325,081 $234,926 $188,563 $46,363 $32,278,718
23 5/1/2017 $32,278,718 $234,926 $188,293 $46,633 $32,232,085
24 6/1/2017 $32,232,085 $234,926 $188,020 $46,905 $32,185,180
25 7/1/2017 $32,185,180 $234,926 $187,747 $47,179 $32,138,001
26 8/1/2017 $32,138,001 $234,926 $187,472 $47,454 $32,090,547
27 9/1/2017 $32,090,547 $234,926 $187,195 $47,731 $32,042,816
28 10/1/2017 $32,042,816 $234,926 $186,916 $48,009 $31,994,806
29 11/1/2017 $31,994,806 $234,926 $186,636 $48,289 $31,946,517
30 12/1/2017 $31,946,517 $234,926 $186,355 $48,571 $31,897,946
31 1/1/2018 $31,897,946 $234,926 $186,071 $48,854 $31,849,091
32 2/1/2018 $31,849,091 $234,926 $185,786 $49,139 $31,799,952
33 3/1/2018 $31,799,952 $234,926 $185,500 $49,426 $31,750,526
34 4/1/2018 $31,750,526 $234,926 $185,211 $49,714 $31,700,811
35 5/1/2018 $31,700,811 $234,926 $184,921 $50,004 $31,650,807
36 6/1/2018 $31,650,807 $234,926 $184,630 $50,296 $31,600,511

April 29, 2010



Bethesda Gateway Assemblage
Development Cost Summary - Land Cost Adjusted to Target Return
Scenario O-3:  240,000 NSF Office Building with Above & Below-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 281,922 GSF 3.0  FAR
267,826 NSF @ 95% Effic.

Parking 450 below grade garage spaces
150 above ground structured spaces

0 surface spaces
600 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 24 months 1/1/13-12/31/14
Remain. Lease-Up Post-Completion 18 months 1/1/15 - 6/30/16
Constr. Start to Stabilization 78 months

Development Budget

Total Per GSF Per NSF % Notes
Land Cost

Land Cost $0 $0 $0
Land Cost Offsets $0 $0 $0
Subtotal $0 $0 $0

Hard Costs

Site work $2,500,000 $9 $9
Building $36,649,860 $130 $137 $130/GSF
Tenant Improvements $10,713,036 $38 $40 $40/NSF
Building Permits $600,000 $2 $2
Parking - Underground Garage $15,750,000 $56 $59
Parking - Above Grade Structure $2,250,000 $8 $8
Utility Fees $600,000 $2 $2
3rd Party Inspectors $600,000 $2 $2
Contingency $3,483,145 $12 $13 5% Hard Costs

Subtotal-Hard Costs $73,146,041 $259 $273

Soft Costs

Predevelopment Expenses $300,000 $1 $1
Architectural & Engineering $1,409,610 $5 $5 $5/GSF
Development Fee $3,672,302 $13 $14 5% Hard Costs + A&E
Leasing Commissions $7,605,120 $27 $28 6%
Legal $500,000 $2 $2
Real Estate Taxes $0 $0 $0 1.03% Land $ x 4yrs
Recordation & Transfer Fees $731,460 $3 $3 1% Hard Costs
Impact Fees $1,776,109 $6 $7 $6.30 /GSF
Lender Fees $1,462,921 $5 $5 2% Hard Costs
Operating Deficit $0 $0 $0
Contingency $872,876 $3 $3 5% Soft Costs

Subtotal-Soft Costs $18,330,398 $65 $68

Construction Financing

Construction Loan Interest $13,685,897 $49 $51

Total Hard & Soft Costs + Constr. Fin. $105,162,336 $393 $373
All-In Dev. Cost Including Land $105,162,336 $393 $373

$15,000/struct spc

2.24 spaces/ 1000 SF

April 29, 2010
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Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate - Land Cost Adjusted to Target Return
Scenario O-3:  240,000 NSF Office Building with Above & Below-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.50%

Total Hard Costs + Soft Costs + Land $91,476,439
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $91,176,439

Construction LTC 70%

Total Construction Loan Proceeds $63,823,507

Sponsor Equity Required $27,652,932
Less: Land Contribution Value $0
Additional Sponsor Equity Required $27,652,932

Ttl Hard/Soft Costs Excl. Land/Predev: $91,176,439

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 45% 35% 7% 3% 100%

Hard & Soft Costs Incurred $0 $9,117,644 $41,029,398 $31,911,754 $6,382,351 $2,735,293 $91,176,439

Portion Covered By Sponsor Equity $9,117,644 $18,535,288 $0 $0 $0 $27,652,932
Current Construction Draw $0 $22,494,110 $31,911,754 $6,382,351 $2,735,293 $63,523,507
Cumulative Draw + Prior Pd Interest $0 $22,494,110 $56,092,922 $66,682,241 $74,418,703
Gross Interest Expense $0 $1,687,058 $4,206,969 $5,001,168 $2,790,701 $13,685,897
Income Offsets $0 $0 $0 $0 $0
Net Interest Expense $0 $1,687,058 $4,206,969 $5,001,168 $2,790,701 $13,685,897

Total Hard/Soft+ Constr. Int, Yrs 1-5 $9,117,644 $42,716,456 $36,118,723 $11,383,519 $5,525,995 $104,862,336
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $105,162,336

April 29, 2010



Bethesda Gateway Assemblage
Rent Revenue Estimate
Scenario O-3:  240,000 NSF Office Building with Above & Below-Grade Parking

% of Full-Svc Lease Move-in Annual
Bldg Net SF Rent @ 2015 Term Date Escal. Tis

Pre-Leased Space:
  Lead Tenant 60% 160,696 $43 /SF 10 Yrs Jan '15 3% $40/NSF

Leased After Delivery:
  Small Tenant(s) 15% 40,174 $48 /SF 10 Yrs July '15 3% $40/NSF
  Small Tenant(s) 15% 40,174 $48 /SF 10 Yrs Jan '16 3% $40/NSF
  Small Tenant(s) 10% 26,783 $48 /SF 10 Yrs July '16 3% $40/NSF

100% 267,826

Garage Spaces 600 spaces @ $100 / mo.

April 29, 2010



Bethesda Gateway Assemblage
Development Proforma - Land Cost Adjusted to Target Return
Scenario O-3:  240,000 NSF Office Building with Above & Below-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     --     $12,052,166 $12,413,730 $12,786,142 $13,169,727 $13,564,818 $13,971,763 $14,390,916 $14,822,643 $15,267,323 $15,725,342 $16,197,103 $16,683,016
Vacancy Loss --     --     --     --     ($4,178,084) ($993,098) ($1,022,891) ($1,053,578) ($1,085,185) ($1,117,741) ($1,151,273) ($1,185,811) ($1,221,386) ($1,258,027) ($1,295,768) ($1,334,641)
Credit Loss --     --     --     --     ($241,043) ($258,619) ($266,378) ($274,369) ($282,600) ($291,078) ($299,811) ($308,805) ($318,069) ($327,611) ($337,440) ($347,563)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Rental Income --     --     --     --     $7,633,038 $11,162,013 $11,496,873 $11,841,779 $12,197,033 $12,562,944 $12,939,832 $13,328,027 $13,727,868 $14,139,704 $14,563,895 $15,000,812

Garage Income --     --     --     --     $720,000 $741,600 $763,848 $786,763 $810,366 $834,677 $859,718 $885,509 $912,074 $939,437 $967,620 $996,648
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     --     $8,353,038 $11,903,613 $12,260,721 $12,628,543 $13,007,399 $13,397,621 $13,799,550 $14,213,536 $14,639,942 $15,079,140 $15,531,515 $15,997,460

Operating Expenses
Payroll --     --     --     --     ($412,452) ($424,825) ($437,570) ($450,697) ($464,218) ($478,145) ($492,489) ($507,264) ($522,482) ($538,156) ($554,301) ($570,930)
Administrative --     --     --     --     ($88,383) ($91,034) ($93,765) ($96,578) ($99,475) ($102,460) ($105,533) ($108,699) ($111,960) ($115,319) ($118,779) ($122,342)
Repairs & Maintenance --     --     --     --     ($147,304) ($151,723) ($156,275) ($160,963) ($165,792) ($170,766) ($175,889) ($181,166) ($186,601) ($192,199) ($197,965) ($203,904)
Contract Services --     --     --     --     ($1,178,434) ($1,213,787) ($1,250,201) ($1,287,707) ($1,326,338) ($1,366,128) ($1,407,112) ($1,449,325) ($1,492,805) ($1,537,589) ($1,583,717) ($1,631,228)
Utilities --     --     --     --     ($1,178,434) ($1,213,787) ($1,250,201) ($1,287,707) ($1,326,338) ($1,366,128) ($1,407,112) ($1,449,325) ($1,492,805) ($1,537,589) ($1,583,717) ($1,631,228)
Management Fees --     --     --     --     ($228,991) ($334,860) ($344,906) ($355,253) ($365,911) ($376,888) ($388,195) ($399,841) ($411,836) ($424,191) ($436,917) ($450,024)
Insurance --     --     --     --     ($147,304) ($151,723) ($156,275) ($160,963) ($165,792) ($170,766) ($175,889) ($181,166) ($186,601) ($192,199) ($197,965) ($203,904)
Real Estate Taxes --     --     --     --     ($988,800) ($1,018,464) ($1,049,018) ($1,080,488) ($1,112,903) ($1,146,290) ($1,180,679) ($1,216,099) ($1,252,582) ($1,290,160) ($1,328,865) ($1,368,730)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     --     ($4,370,102) ($4,600,205) ($4,738,211) ($4,880,357) ($5,026,768) ($5,177,571) ($5,332,898) ($5,492,885) ($5,657,671) ($5,827,401) ($6,002,224) ($6,182,290)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     --     $3,982,936 $7,303,408 $7,522,510 $7,748,186 $7,980,631 $8,220,050 $8,466,652 $8,720,651 $8,982,271 $9,251,739 $9,529,291 $9,815,170

Repair Reserves --     --     --     --     ($66,956) ($68,965) ($71,034) ($73,165) ($75,360) ($77,621) ($79,950) ($82,348) ($84,818) ($87,363) ($89,984) ($92,683)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     --     $3,915,980 $7,234,443 $7,451,476 $7,675,021 $7,905,271 $8,142,429 $8,386,702 $8,638,303 $8,897,452 $9,164,376 $9,439,307 $9,722,486

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition $0 --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($9,117,644) ($42,716,456) ($36,118,723) ($11,383,519) ($5,525,995) --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $113,163,134

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow $37,000 ($8,780,644) ($42,716,456) ($36,118,723) ($7,467,539) $1,708,448 $7,451,476 $7,675,021 $7,905,271 $8,142,429 $8,386,702 $8,638,303 $8,897,452 $9,164,376 $122,602,441

Constr. Loan Draws --     $0 $22,494,110 $31,911,754 $6,382,351 $2,735,293 --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $1,687,058 $4,206,969 $5,001,168 $2,790,701 --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     --     ($77,209,404) --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceed --     --     --     --     --     $62,663,241 --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     --     ($2,684,186) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($50,695,182)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow $37,000 ($8,780,644) ($18,535,288) $0 $3,915,980 ($9,995,906) $2,083,103 $2,306,648 $2,536,898 $2,774,056 $3,018,329 $3,269,930 $3,529,079 $3,796,003 $66,538,886

Unlevered IRR 7.41%
Unlevered Return on Cost 8.0% 8.2% 8.5% 8.7% 9.0% 9.3% 9.5% 9.8%
Levered IRR 9.99%
Levered Cash-On-Cash 8.9% 9.9% 10.9% 11.9% 12.9% 14.0% 15.1% 16.2%

April 29, 2010



Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario O-3:  240,000 NSF Office Building with Above & Below-Grade Parking

(full 25-year schedule not shown to save paper)

Stabilized NOI $7,303,408
Cap Rate 7.50%
Refi Value $97,378,775
LTV 65%
Loan Amt $63,296,203
Int Rate 7.00%
Amort Yrs 25
Constant Pmt $447,364 $5,368,373

begin period begin bal pmt interest principal end bal
1 7/1/2016 $63,296,203 $447,364 $369,228 $78,137 $63,218,067
2 8/1/2016 $63,218,067 $447,364 $368,772 $78,592 $63,139,475
3 9/1/2016 $63,139,475 $447,364 $368,314 $79,051 $63,060,424
4 10/1/2016 $63,060,424 $447,364 $367,852 $79,512 $62,980,912
5 11/1/2016 $62,980,912 $447,364 $367,389 $79,976 $62,900,936
6 12/1/2016 $62,900,936 $447,364 $366,922 $80,442 $62,820,494
7 1/1/2017 $62,820,494 $447,364 $366,453 $80,912 $62,739,582
8 2/1/2017 $62,739,582 $447,364 $365,981 $81,384 $62,658,199
9 3/1/2017 $62,658,199 $447,364 $365,506 $81,858 $62,576,341

10 4/1/2017 $62,576,341 $447,364 $365,029 $82,336 $62,494,005
11 5/1/2017 $62,494,005 $447,364 $364,548 $82,816 $62,411,189
12 6/1/2017 $62,411,189 $447,364 $364,065 $83,299 $62,327,890
13 7/1/2017 $62,327,890 $447,364 $363,579 $83,785 $62,244,105
14 8/1/2017 $62,244,105 $447,364 $363,091 $84,274 $62,159,831
15 9/1/2017 $62,159,831 $447,364 $362,599 $84,765 $62,075,065
16 10/1/2017 $62,075,065 $447,364 $362,105 $85,260 $61,989,806
17 11/1/2017 $61,989,806 $447,364 $361,607 $85,757 $61,904,048
18 12/1/2017 $61,904,048 $447,364 $361,107 $86,257 $61,817,791
19 1/1/2018 $61,817,791 $447,364 $360,604 $86,761 $61,731,030
20 2/1/2018 $61,731,030 $447,364 $360,098 $87,267 $61,643,764
21 3/1/2018 $61,643,764 $447,364 $359,589 $87,776 $61,555,988
22 4/1/2018 $61,555,988 $447,364 $359,077 $88,288 $61,467,700
23 5/1/2018 $61,467,700 $447,364 $358,562 $88,803 $61,378,897
24 6/1/2018 $61,378,897 $447,364 $358,044 $89,321 $61,289,576
25 7/1/2018 $61,289,576 $447,364 $357,523 $89,842 $61,199,735
26 8/1/2018 $61,199,735 $447,364 $356,998 $90,366 $61,109,369
27 9/1/2018 $61,109,369 $447,364 $356,471 $90,893 $61,018,476
28 10/1/2018 $61,018,476 $447,364 $355,941 $91,423 $60,927,052
29 11/1/2018 $60,927,052 $447,364 $355,408 $91,957 $60,835,096
30 12/1/2018 $60,835,096 $447,364 $354,871 $92,493 $60,742,603
31 1/1/2019 $60,742,603 $447,364 $354,332 $93,033 $60,649,570
32 2/1/2019 $60,649,570 $447,364 $353,789 $93,575 $60,555,995
33 3/1/2019 $60,555,995 $447,364 $353,243 $94,121 $60,461,874
34 4/1/2019 $60,461,874 $447,364 $352,694 $94,670 $60,367,204
35 5/1/2019 $60,367,204 $447,364 $352,142 $95,222 $60,271,981
36 6/1/2019 $60,271,981 $447,364 $351,587 $95,778 $60,176,203

April 29, 2010



Bethesda Gateway Assemblage
Development Cost Summary - Land Cost Adjusted to Target Return
Scenario A-1:  128 Lowrise Apartment Units with Above-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 140,961 GSF 1.5  FAR
128 units

1,101 GSF / unit =

Parking 0 below grade garage spaces
134 above ground structured spaces
10 surface spaces

144 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 18 months 1/1/13-6/30/14
Remain. Lease-Up Post-Completion 12 months 7/1/14 - 6/30/15
Constr. Start to Stabilization 66 months

Development Budget

Total Per Unit Per GSF % Notes
Land Cost

Land Cost $4,400,000 $34,375 $31
Land Cost Offsets $0 $0 $0
Subtotal $4,400,000 $34,375 $31

Hard Costs

Site work $2,000,000 $15,625 $14
Building $14,096,100 $110,126 $100 $100/GSF
Building Permits $300,000 $2,344 $2
Parking - Underground Garage $0 $0 $0
Parking - Above Grade Structure $2,010,000 $15,703 $14
Utility Fees $300,000 $2,344 $2
3rd Party Inspectors $300,000 $2,344 $2
Contingency $950,305 $7,424 $7 5% Hard Costs

Subtotal-Hard Costs $19,956,405 $155,909 $142

Soft Costs

Predevelopment Expenses $300,000 $2,344 $2
Architectural & Engineering $704,805 $5,506 $5 $5/GSF
Development Fee $1,012,820 $7,913 $7 5% Hard Costs + A&E
Legal $300,000 $2,344 $2
Real Estate Taxes $135,960 $1,062 $1 1.03% Land $ x 3yrs
Recordation & Transfer Fees $199,564 $1,559 $1 1% Hard Costs
Impact Fees $1,075,200 $8,400 $8 $8,400/unit
Lender Fees $399,128 $3,118 $3 2% Hard Costs
Operating Deficit $0 $0 $0
Contingency $206,374 $1,612 $1 5% Soft Costs

Subtotal-Soft Costs $4,333,851 $33,858 $31

Construction Financing

Construction Loan Interest $3,062,552 $23,926 $22

Total Hard & Soft Costs + Constr. Fin. $27,352,808 $213,694 $194
All-In Dev. Cost Including Land $31,752,808 $248,069 $225

$15,000/struct spc

1.13 spaces/unit

April 29, 2010
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$35,000/garage spc



Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate - Land Cost Adjusted to Target Return
Scenario A-1:  128 Lowrise Apartment Units with Above-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.00%

Total Hard Costs + Soft Costs + Land $28,690,256
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $28,390,256

Construction LTC 70%

Total Construction Loan Proceeds $19,873,179

Sponsor Equity Required $8,817,077
Less: Land Contribution Value ($4,400,000)
Additional Sponsor Equity Required $4,417,077

Total Hard/Soft Costs Excl. Land/Predev: $23,990,256

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 60% 30% 0% 100%

Hard & Soft Costs Incurred $0 $2,399,026 $14,394,154 $7,197,077 $0 $23,990,256

Portion Covered By Sponsor Equity $2,399,026 $2,018,051 $0 $0 $4,417,077
Current Construction Draw $0 $12,376,103 $7,197,077 $0 $19,573,179
Cumulative Draw + Prior Period Interest $0 $12,376,103 $20,439,507 $21,870,272
Gross Interest Expense $0 $866,327 $1,430,765 $765,460 $3,062,552
Income Offsets $0 $0 $0 $0
Net Interest Expense $0 $866,327 $1,430,765 $765,460 $3,062,552

Total Hard/Soft+ Constr. Int, Yrs 1-5 $2,399,026 $15,260,481 $8,627,842 $765,460 $27,052,808
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $27,352,808

April 29, 2010



Bethesda Gateway Assemblage
Apartment & Garage Rent Matrix
Scenario A-1:  128 Lowrise Apartment Units with Above-Grade Parking

Market Apartment Rents as of Q1 2010

Market-Rate Units
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 12 9.4% 550 6,600 $1,500 $2.73 $18,000
1BR/1BA 44 34.4% 750 33,000 $2,000 $2.67 $88,000
1BR/1BA/Den 12 9.4% 850 10,200 $2,200 $2.59 $26,400
2BR/2BA 32 25.0% 1,050 33,600 $2,850 $2.71 $91,200
2BR/2BA/Den 12 9.4% 1,250 15,000 $3,100 $2.48 $37,200

112 87.5% 879 98,400 $2,329 $2.65 $260,800

MPDUs
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 2 1.6% 550 1,100 $969 $1.76 $1,938
1BR/1BA 6 4.7% 750 4,500 $1,042 $1.39 $6,250
1BR/1BA/Den 2 1.6% 850 1,700 $1,115 $1.31 $2,229
2BR/2BA 4 3.1% 1,050 4,200 $1,250 $1.19 $5,000
2BR/2BA/Den 2 1.6% 1,250 2,500 $1,323 $1.06 $2,646

16 12.5% 875 14,000 $1,129 $1.29 $18,063

Total/Avg - Apts 128 100.0% 878 112,400 $2,179 $2.48 $278,863

Garage Spaces 134 -- -- -- $75 -- $10,050

Total/Avg 128 -- 878 112,400 $2,254 $2.57 $288,913

Forecast Market Rent Increases
2010 Avg Rent $2,254 $2.57 $288,913
2011 Avg Rent Incr. % 3.00% $2,325 $2.65 $297,580
2012 Avg Rent Incr. % 3.00% $2,395 $2.73 $306,507
2013 Avg Rent Incr. % 3.00% $2,466 $2.81 $315,702
2014 Avg Rent Incr. % 3.00% $2,540 $2.89 $325,174
2015 Avg Rent Incr. % 3.00% $2,617 $2.98 $334,929
2016 Avg Rent Incr. % 3.00% $2,695 $3.07 $344,977
2017 Avg Rent Incr. % 3.00% $2,776 $3.16 $355,326

April 29, 2010



Bethesda Gateway Assemblage
Development Proforma - Land Cost Adjusted to Target Return
Scenario A-1:  128 Lowrise Apartment Units with Above-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     $3,902,083 $4,139,720 $4,263,911 $4,391,829 $4,523,583 $4,659,291 $4,799,070 $4,943,042 $5,091,333 $5,244,073 $5,401,395 $5,563,437 $5,730,340
Vacancy Loss --     --     --     ($2,926,562) ($1,034,930) ($213,196) ($219,591) ($226,179) ($232,965) ($239,953) ($247,152) ($254,567) ($262,204) ($270,070) ($278,172) ($286,517)
Concessions --     --     --     ($234,125) ($248,383) ($88,831) ($91,496) ($94,241) ($97,069) ($99,981) ($102,980) ($106,069) ($109,252) ($112,529) ($115,905) ($119,382)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Effective Rent --     --     --     $741,396 $2,856,407 $3,961,884 $4,080,741 $4,203,163 $4,329,258 $4,459,136 $4,592,910 $4,730,697 $4,872,618 $5,018,796 $5,169,360 $5,324,441

Bad Debt --     --     --     ($7,414) ($28,564) ($39,619) ($40,807) ($42,032) ($43,293) ($44,591) ($45,929) ($47,307) ($48,726) ($50,188) ($51,694) ($53,244)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Rental Income --     --     --     $733,982 $2,827,842 $3,922,265 $4,039,933 $4,161,131 $4,285,965 $4,414,544 $4,546,980 $4,683,390 $4,823,892 $4,968,608 $5,117,667 $5,271,197

Other Income --     --     --     $6,400 $57,600 $75,149 $77,403 $79,725 $82,117 $84,581 $87,118 $89,732 $92,424 $95,196 $98,052 $100,994
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     $740,382 $2,885,442 $3,997,414 $4,117,337 $4,240,857 $4,368,082 $4,499,125 $4,634,099 $4,773,122 $4,916,315 $5,063,805 $5,215,719 $5,372,190

Operating Expenses
Payroll --     --     --     ($140,800) ($281,600) ($290,048) ($298,749) ($307,712) ($316,943) ($326,452) ($336,245) ($346,332) ($356,722) ($367,424) ($378,447) ($389,800)
Administrative --     --     --     ($35,200) ($70,400) ($72,512) ($74,687) ($76,928) ($79,236) ($81,613) ($84,061) ($86,583) ($89,181) ($91,856) ($94,612) ($97,450)
Advertising --     --     --     ($24,640) ($49,280) ($50,758) ($52,281) ($53,850) ($55,465) ($57,129) ($58,843) ($60,608) ($62,426) ($64,299) ($66,228) ($68,215)
Repairs & Maintenance --     --     --     ($49,280) ($98,560) ($101,517) ($104,562) ($107,699) ($110,930) ($114,258) ($117,686) ($121,216) ($124,853) ($128,598) ($132,456) ($136,430)
Contract Services --     --     --     ($28,160) ($56,320) ($58,010) ($59,750) ($61,542) ($63,389) ($65,290) ($67,249) ($69,266) ($71,344) ($73,485) ($75,689) ($77,960)
Utilities --     --     --     ($42,240) ($84,480) ($87,014) ($89,625) ($92,314) ($95,083) ($97,935) ($100,874) ($103,900) ($107,017) ($110,227) ($113,534) ($116,940)
Management Fees --     --     --     ($22,019) ($84,835) ($117,668) ($121,198) ($124,834) ($128,579) ($132,436) ($136,409) ($140,502) ($144,717) ($149,058) ($153,530) ($158,136)
Insurance --     --     --     ($21,120) ($42,240) ($43,507) ($44,812) ($46,157) ($47,541) ($48,968) ($50,437) ($51,950) ($53,508) ($55,114) ($56,767) ($58,470)
Real Estate Taxes --     --     --     ($198,000) ($397,286) ($409,204) ($421,480) ($434,125) ($447,149) ($460,563) ($474,380) ($488,611) ($503,270) ($518,368) ($533,919) ($549,936)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     ($561,459) ($1,165,001) ($1,230,239) ($1,267,146) ($1,305,160) ($1,344,315) ($1,384,644) ($1,426,184) ($1,468,969) ($1,513,038) ($1,558,430) ($1,605,182) ($1,653,338)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     $178,922 $1,720,441 $2,767,175 $2,850,191 $2,935,696 $3,023,767 $3,114,480 $3,207,915 $3,304,152 $3,403,277 $3,505,375 $3,610,536 $3,718,852

Repair Reserves --     --     --     ($19,200) ($38,400) ($39,552) ($40,739) ($41,961) ($43,220) ($44,516) ($45,852) ($47,227) ($48,644) ($50,103) ($51,606) ($53,155)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     $159,722 $1,682,041 $2,727,623 $2,809,452 $2,893,736 $2,980,548 $3,069,964 $3,162,063 $3,256,925 $3,354,633 $3,455,272 $3,558,930 $3,665,698

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition ($4,400,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($2,399,026) ($15,260,481) ($8,627,842) ($765,460) --     --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $45,555,942

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow ($4,363,000) ($2,062,026) ($15,260,481) ($8,468,120) $916,582 $2,727,623 $2,809,452 $2,893,736 $2,980,548 $3,069,964 $3,162,063 $3,256,925 $3,354,633 $3,455,272 $49,114,872

Constr. Loan Draws --     $0 $12,376,103 $7,197,077 $0 --     --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $866,327 $1,430,765 $765,460 --     --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     ($22,635,732) --     --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceeds --     --     --     --     $31,308,614 --     --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     ($1,137,642.17) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($26,117,493)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow ($4,363,000) ($2,062,026) ($2,018,051) $159,722 $9,217,282 $452,339 $534,168 $618,451 $705,263 $794,680 $886,779 $981,641 $1,079,348 $1,179,987 $20,722,095

Unlevered IRR 10.11%
Unlevered Return on Cost 3.0% 9.0% 9.3% 9.6% 9.9% 10.2% 10.5% 10.8% 11.1% 11.5%
Levered IRR 20.07%
Levered Cash-On-Cash 111.3% 5.5% 6.4% 7.5% 8.5% 9.6% 10.7% 11.9% 13.0% 14.2%

April 29, 2010



Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario A-1:  128 Lowrise Apartment Units with Above-Grade Parking

(full 30-year schedule not shown to save paper)

Stabilized NOI $2,767,175
Cap Rate 7.00%
Refi Value $39,531,078
LTV 80%
Loan Amt $31,624,862
Int Rate 6.00%
Amort Yrs 30
Constant Pmt $189,607 $2,275,284

begin period begin bal pmt interest principal end bal
1 7/1/2015 $31,624,862 $189,607 $158,124 $31,483 $31,593,380
2 8/1/2015 $31,593,380 $189,607 $157,967 $31,640 $31,561,740
3 9/1/2015 $31,561,740 $189,607 $157,809 $31,798 $31,529,941
4 10/1/2015 $31,529,941 $189,607 $157,650 $31,957 $31,497,984
5 11/1/2015 $31,497,984 $189,607 $157,490 $32,117 $31,465,867
6 12/1/2015 $31,465,867 $189,607 $157,329 $32,278 $31,433,589
7 1/1/2016 $31,433,589 $189,607 $157,168 $32,439 $31,401,150
8 2/1/2016 $31,401,150 $189,607 $157,006 $32,601 $31,368,549
9 3/1/2016 $31,368,549 $189,607 $156,843 $32,764 $31,335,785

10 4/1/2016 $31,335,785 $189,607 $156,679 $32,928 $31,302,856
11 5/1/2016 $31,302,856 $189,607 $156,514 $33,093 $31,269,764
12 6/1/2016 $31,269,764 $189,607 $156,349 $33,258 $31,236,505
13 7/1/2016 $31,236,505 $189,607 $156,183 $33,425 $31,203,081
14 8/1/2016 $31,203,081 $189,607 $156,015 $33,592 $31,169,489
15 9/1/2016 $31,169,489 $189,607 $155,847 $33,760 $31,135,730
16 10/1/2016 $31,135,730 $189,607 $155,679 $33,928 $31,101,801
17 11/1/2016 $31,101,801 $189,607 $155,509 $34,098 $31,067,703
18 12/1/2016 $31,067,703 $189,607 $155,339 $34,269 $31,033,435
19 1/1/2017 $31,033,435 $189,607 $155,167 $34,440 $30,998,995
20 2/1/2017 $30,998,995 $189,607 $154,995 $34,612 $30,964,383
21 3/1/2017 $30,964,383 $189,607 $154,822 $34,785 $30,929,598
22 4/1/2017 $30,929,598 $189,607 $154,648 $34,959 $30,894,639
23 5/1/2017 $30,894,639 $189,607 $154,473 $35,134 $30,859,505
24 6/1/2017 $30,859,505 $189,607 $154,298 $35,310 $30,824,195
25 7/1/2017 $30,824,195 $189,607 $154,121 $35,486 $30,788,709
26 8/1/2017 $30,788,709 $189,607 $153,944 $35,663 $30,753,046
27 9/1/2017 $30,753,046 $189,607 $153,765 $35,842 $30,717,204
28 10/1/2017 $30,717,204 $189,607 $153,586 $36,021 $30,681,183
29 11/1/2017 $30,681,183 $189,607 $153,406 $36,201 $30,644,982
30 12/1/2017 $30,644,982 $189,607 $153,225 $36,382 $30,608,600
31 1/1/2018 $30,608,600 $189,607 $153,043 $36,564 $30,572,036
32 2/1/2018 $30,572,036 $189,607 $152,860 $36,747 $30,535,289
33 3/1/2018 $30,535,289 $189,607 $152,676 $36,931 $30,498,358
34 4/1/2018 $30,498,358 $189,607 $152,492 $37,115 $30,461,243
35 5/1/2018 $30,461,243 $189,607 $152,306 $37,301 $30,423,942
36 6/1/2018 $30,423,942 $189,607 $152,120 $37,487 $30,386,455
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Bethesda Gateway Assemblage
Development Cost Summary - Land Cost Adjusted to Target Return
Scenario A-2:  150 Lowrise Apartment Units with Above-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 165,000 GSF 1.8  FAR
150 units

1,100 GSF / unit =

Parking 0 below grade garage spaces
159 above ground structured spaces
10 surface spaces

169 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 18 months 1/1/13-6/30/14
Remain. Lease-Up Post-Completion 12 months 7/1/14 - 6/30/15
Constr. Start to Stabilization 66 months

Development Budget

Total Per Unit Per GSF % Notes
Land Cost

Land Cost $5,400,000 $36,000 $33
Land Cost Offsets $0 $0 $0
Subtotal $5,400,000 $36,000 $33

Hard Costs

Site work $2,000,000 $13,333 $12
Building $16,500,000 $110,000 $100 $100/GSF
Building Permits $300,000 $2,000 $2
Parking - Underground Garage $0 $0 $0
Parking - Above Grade Structure $2,385,000 $15,900 $14
Utility Fees $300,000 $2,000 $2
3rd Party Inspectors $300,000 $2,000 $2
Contingency $1,089,250 $7,262 $7 5% Hard Costs

Subtotal-Hard Costs $22,874,250 $152,495 $139

Soft Costs

Predevelopment Expenses $300,000 $2,000 $2
Architectural & Engineering $825,000 $5,500 $5 $5/GSF
Development Fee $1,158,713 $7,725 $7 5% Hard Costs + A&E
Leasing Commissions NA NA NA
Legal $300,000 $2,000 $2
Real Estate Taxes $166,860 $1,112 $1 1.03% Land $ x 3yrs
Recordation & Transfer Fees $228,743 $1,525 $1 1% Hard Costs
Impact Fees $1,260,000 $8,400 $8 $8,400/unit
Lender Fees $457,485 $3,050 $3 2% Hard Costs
Operating Deficit $0 $0 $0
Contingency $234,840 $1,566 $1 5% Soft Costs

Subtotal-Soft Costs $4,931,640 $32,878 $30

Construction Financing

Construction Loan Interest $3,565,475 $23,770 $22

Total Hard & Soft Costs + Constr. Fin. $31,371,365 $209,142 $190
All-In Dev. Cost Including Land $36,771,365 $245,142 $223

$15,000/struct spc

1.13 spaces/unit

April 29, 2010
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Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate - Land Cost Adjusted to Target Return
Scenario A-2:  150 Lowrise Apartment Units with Above-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.00%

Total Hard Costs + Soft Costs + Land $33,205,890
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $32,905,890

Construction LTC 70%

Total Construction Loan Proceeds $23,034,123

Sponsor Equity Required $10,171,767
Less: Land Contribution Value ($5,400,000)
Additional Sponsor Equity Required $4,771,767

Total Hard/Soft Costs Excl. Land/Predev: $27,505,890

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 60% 30% 0% 100%

Hard & Soft Costs Incurred $0 $2,750,589 $16,503,534 $8,251,767 $0 $27,505,890

Portion Covered By Sponsor Equity $2,750,589 $2,021,178 $0 $0 $4,771,767
Current Construction Draw $0 $14,482,356 $8,251,767 $0 $22,734,123
Cumulative Draw + Prior Period Interest $0 $14,482,356 $23,747,888 $25,410,240
Gross Interest Expense $0 $1,013,765 $1,662,352 $889,358 $3,565,475
Income Offsets $0 $0 $0 $0
Net Interest Expense $0 $1,013,765 $1,662,352 $889,358 $3,565,475

Total Hard/Soft+ Constr. Int, Yrs 1-5 $2,750,589 $17,517,299 $9,914,119 $889,358 $31,071,365
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $31,371,365

April 29, 2010



Bethesda Gateway Assemblage
Apartment & Garage Rent Matrix
Scenario A-2:  150 Lowrise Apartment Units with Above-Grade Parking

Market Apartment Rents as of Q1 2010

Market-Rate Units
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 14 9.3% 550 7,700 $1,500 $2.73 $21,000
1BR/1BA 52 34.7% 750 39,000 $2,000 $2.67 $104,000
1BR/1BA/Den 14 9.3% 850 11,900 $2,200 $2.59 $30,800
2BR/2BA 38 25.3% 1,050 39,900 $2,850 $2.71 $108,300
2BR/2BA/Den 13 8.7% 1,250 16,250 $3,100 $2.48 $40,300

131 87.3% 876 114,750 $2,324 $2.65 $304,400

MPDUs
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 2 1.3% 550 1,100 $969 $1.76 $1,938
1BR/1BA 7 4.7% 750 5,250 $1,042 $1.39 $7,292
1BR/1BA/Den 3 2.0% 850 2,550 $1,115 $1.31 $3,344
2BR/2BA 5 3.3% 1,050 5,250 $1,250 $1.19 $6,250
2BR/2BA/Den 2 1.3% 1,250 2,500 $1,323 $1.06 $2,646

19 12.7% 876 16,650 $1,130 $1.29 $21,469

Total/Avg - Apts 150 100.0% 876 131,400 $2,172 $2.48 $325,869

Garage Spaces 159 -- -- -- $75 -- $11,925

Total/Avg 150 -- 876 131,400 $2,247 $2.57 $337,794

Forecast Market Rent Increases
2010 Avg Rent $2,247 $2.57 $337,794
2011 Avg Rent Incr. % 3.00% $2,320 $2.65 $347,928
2012 Avg Rent Incr. % 3.00% $2,389 $2.73 $358,365
2013 Avg Rent Incr. % 3.00% $2,461 $2.81 $369,116
2014 Avg Rent Incr. % 3.00% $2,535 $2.89 $380,190
2015 Avg Rent Incr. % 3.00% $2,611 $2.98 $391,596
2016 Avg Rent Incr. % 3.00% $2,689 $3.07 $403,343
2017 Avg Rent Incr. % 3.00% $2,770 $3.16 $415,444
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Bethesda Gateway Assemblage
Development Proforma - Land Cost Adjusted to Target Return
Scenario A-2:  150 Lowrise Apartment Units with Above-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     $4,562,278 $4,840,121 $4,985,324 $5,134,884 $5,288,931 $5,447,599 $5,611,027 $5,779,357 $5,952,738 $6,131,320 $6,315,260 $6,504,718 $6,699,859
Vacancy Loss --     --     --     ($3,421,709) ($1,210,030) ($249,266) ($256,744) ($264,447) ($272,380) ($280,551) ($288,968) ($297,637) ($306,566) ($315,763) ($325,236) ($334,993)
Concessions --     --     --     ($273,737) ($290,407) ($103,861) ($106,977) ($110,186) ($113,492) ($116,896) ($120,403) ($124,015) ($127,736) ($131,568) ($135,515) ($139,580)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Effective Rent --     --     --     $866,833 $3,339,683 $4,632,197 $4,771,163 $4,914,298 $5,061,727 $5,213,579 $5,369,986 $5,531,086 $5,697,018 $5,867,929 $6,043,967 $6,225,286

Bad Debt --     --     --     ($8,668) ($33,397) ($46,322) ($47,712) ($49,143) ($50,617) ($52,136) ($53,700) ($55,311) ($56,970) ($58,679) ($60,440) ($62,253)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Rental Income --     --     --     $858,165 $3,306,287 $4,585,875 $4,723,452 $4,865,155 $5,011,110 $5,161,443 $5,316,286 $5,475,775 $5,640,048 $5,809,250 $5,983,527 $6,163,033

Other Income --     --     --     $7,500 $67,500 $88,065 $90,707 $93,428 $96,231 $99,118 $102,091 $105,154 $108,309 $111,558 $114,905 $118,352
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     $865,665 $3,373,787 $4,673,940 $4,814,159 $4,958,583 $5,107,341 $5,260,561 $5,418,378 $5,580,929 $5,748,357 $5,920,808 $6,098,432 $6,281,385

Operating Expenses
Payroll --     --     --     ($165,000) ($330,000) ($339,900) ($350,097) ($360,600) ($371,418) ($382,560) ($394,037) ($405,858) ($418,034) ($430,575) ($443,492) ($456,797)
Administrative --     --     --     ($41,250) ($82,500) ($84,975) ($87,524) ($90,150) ($92,854) ($95,640) ($98,509) ($101,465) ($104,509) ($107,644) ($110,873) ($114,199)
Advertising --     --     --     ($28,875) ($57,750) ($59,483) ($61,267) ($63,105) ($64,998) ($66,948) ($68,957) ($71,025) ($73,156) ($75,351) ($77,611) ($79,940)
Repairs & Maintenance --     --     --     ($57,750) ($115,500) ($118,965) ($122,534) ($126,210) ($129,996) ($133,896) ($137,913) ($142,050) ($146,312) ($150,701) ($155,222) ($159,879)
Contract Services --     --     --     ($33,000) ($66,000) ($67,980) ($70,019) ($72,120) ($74,284) ($76,512) ($78,807) ($81,172) ($83,607) ($86,115) ($88,698) ($91,359)
Utilities --     --     --     ($49,500) ($99,000) ($101,970) ($105,029) ($108,180) ($111,425) ($114,768) ($118,211) ($121,758) ($125,410) ($129,173) ($133,048) ($137,039)
Management Fees --     --     --     ($25,745) ($99,189) ($137,576) ($141,704) ($145,955) ($150,333) ($154,843) ($159,489) ($164,273) ($169,201) ($174,277) ($179,506) ($184,891)
Insurance --     --     --     ($24,750) ($49,500) ($50,985) ($52,515) ($54,090) ($55,713) ($57,384) ($59,106) ($60,879) ($62,705) ($64,586) ($66,524) ($68,520)
Real Estate Taxes --     --     --     ($234,667) ($470,857) ($484,983) ($499,532) ($514,518) ($529,954) ($545,852) ($562,228) ($579,095) ($596,468) ($614,362) ($632,793) ($651,776)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     ($660,537) ($1,370,296) ($1,446,817) ($1,490,221) ($1,534,928) ($1,580,976) ($1,628,405) ($1,677,257) ($1,727,575) ($1,779,402) ($1,832,784) ($1,887,768) ($1,944,401)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     $205,128 $2,003,491 $3,227,124 $3,323,937 $3,423,656 $3,526,365 $3,632,156 $3,741,121 $3,853,354 $3,968,955 $4,088,024 $4,210,664 $4,336,984

Repair Reserves --     --     --     ($22,500) ($45,000) ($46,350) ($47,741) ($49,173) ($50,648) ($52,167) ($53,732) ($55,344) ($57,005) ($58,715) ($60,476) ($62,291)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     $182,628 $1,958,491 $3,180,774 $3,276,197 $3,374,483 $3,475,717 $3,579,989 $3,687,389 $3,798,010 $3,911,950 $4,029,309 $4,150,188 $4,274,694

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition ($5,400,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($2,750,589) ($17,517,299) ($9,914,119) ($889,358) --     --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $53,128,059

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow ($5,363,000) ($2,413,589) ($17,517,299) ($9,731,491) $1,069,132 $3,180,774 $3,276,197 $3,374,483 $3,475,717 $3,579,989 $3,687,389 $3,798,010 $3,911,950 $4,029,309 $57,278,247

Constr. Loan Draws --     $0 $14,482,356 $8,251,767 $0 --     --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $1,013,765 $1,662,352 $889,358 --     --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     ($26,299,598) --     --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceeds --     --     --     --     $36,512,600 --     --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     ($1,326,736.27) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($30,458,633)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow ($5,363,000) ($2,413,589) ($2,021,178) $182,628 $10,844,756 $527,301 $622,724 $721,010 $822,245 $926,516 $1,033,916 $1,144,538 $1,258,478 $1,375,836 $24,166,142

Unlevered IRR 10.13%
Unlevered Return on Cost 3.1% 9.1% 9.4% 9.6% 9.9% 10.2% 10.5% 10.8% 11.2% 11.5%
Levered IRR 20.05%
Levered Cash-On-Cash 112.8% 5.5% 6.5% 7.5% 8.6% 9.6% 10.8% 11.9% 13.1% 14.3%
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Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario A-2:  150 Lowrise Apartment Units with Above-Grade Parking

(full 30-year schedule not shown to save paper)

Stabilized NOI $3,227,124
Cap Rate 7.00%
Refi Value $46,101,767
LTV 80%
Loan Amt $36,881,414
Int Rate 6.00%
Amort Yrs 30
Constant Pmt $221,123 $2,653,473

begin period begin bal pmt interest principal end bal
1 7/1/2015 $36,881,414 $221,123 $184,407 $36,716 $36,844,698
2 8/1/2015 $36,844,698 $221,123 $184,223 $36,899 $36,807,799
3 9/1/2015 $36,807,799 $221,123 $184,039 $37,084 $36,770,715
4 10/1/2015 $36,770,715 $221,123 $183,854 $37,269 $36,733,446
5 11/1/2015 $36,733,446 $221,123 $183,667 $37,455 $36,695,991
6 12/1/2015 $36,695,991 $221,123 $183,480 $37,643 $36,658,348
7 1/1/2016 $36,658,348 $221,123 $183,292 $37,831 $36,620,517
8 2/1/2016 $36,620,517 $221,123 $183,103 $38,020 $36,582,497
9 3/1/2016 $36,582,497 $221,123 $182,912 $38,210 $36,544,287

10 4/1/2016 $36,544,287 $221,123 $182,721 $38,401 $36,505,885
11 5/1/2016 $36,505,885 $221,123 $182,529 $38,593 $36,467,292
12 6/1/2016 $36,467,292 $221,123 $182,336 $38,786 $36,428,506
13 7/1/2016 $36,428,506 $221,123 $182,143 $38,980 $36,389,526
14 8/1/2016 $36,389,526 $221,123 $181,948 $39,175 $36,350,351
15 9/1/2016 $36,350,351 $221,123 $181,752 $39,371 $36,310,980
16 10/1/2016 $36,310,980 $221,123 $181,555 $39,568 $36,271,412
17 11/1/2016 $36,271,412 $221,123 $181,357 $39,766 $36,231,646
18 12/1/2016 $36,231,646 $221,123 $181,158 $39,964 $36,191,682
19 1/1/2017 $36,191,682 $221,123 $180,958 $40,164 $36,151,517
20 2/1/2017 $36,151,517 $221,123 $180,758 $40,365 $36,111,152
21 3/1/2017 $36,111,152 $221,123 $180,556 $40,567 $36,070,585
22 4/1/2017 $36,070,585 $221,123 $180,353 $40,770 $36,029,816
23 5/1/2017 $36,029,816 $221,123 $180,149 $40,974 $35,988,842
24 6/1/2017 $35,988,842 $221,123 $179,944 $41,179 $35,947,663
25 7/1/2017 $35,947,663 $221,123 $179,738 $41,384 $35,906,279
26 8/1/2017 $35,906,279 $221,123 $179,531 $41,591 $35,864,688
27 9/1/2017 $35,864,688 $221,123 $179,323 $41,799 $35,822,888
28 10/1/2017 $35,822,888 $221,123 $179,114 $42,008 $35,780,880
29 11/1/2017 $35,780,880 $221,123 $178,904 $42,218 $35,738,662
30 12/1/2017 $35,738,662 $221,123 $178,693 $42,429 $35,696,232
31 1/1/2018 $35,696,232 $221,123 $178,481 $42,642 $35,653,591
32 2/1/2018 $35,653,591 $221,123 $178,268 $42,855 $35,610,736
33 3/1/2018 $35,610,736 $221,123 $178,054 $43,069 $35,567,667
34 4/1/2018 $35,567,667 $221,123 $177,838 $43,284 $35,524,383
35 5/1/2018 $35,524,383 $221,123 $177,622 $43,501 $35,480,882
36 6/1/2018 $35,480,882 $221,123 $177,404 $43,718 $35,437,164
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Bethesda Gateway Assemblage
Development Cost Summary - Land Cost Adjusted to Target Return
Scenario A-3:  256 Highrise Apartment Units with Above & Below-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 281,922 GSF 3.0  FAR
256 units

1,101 GSF / unit =

Parking 215 below grade garage spaces
63 above ground structured spaces
10 surface spaces

288 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 24 months 1/1/13-12/31/14
Remain. Lease-Up Post-Completion 24 months 1/1/15 - 12/31/16
Constr. Start to Stabilization 84 months

Development Budget

Total Per Unit Per GSF % Notes
Land Cost

Land Cost $0 $0 $0
Land Cost Offsets $0 $0 $0
Subtotal $0 $0 $0

Hard Costs

Site work $2,500,000 $9,766 $9
Building $45,107,520 $176,201 $160 $160/GSF
Building Permits $600,000 $2,344 $2
Parking - Underground Garage $7,525,000 $29,395 $27
Parking - Above Grade Structure $945,000 $3,691 $3
Utility Fees $600,000 $2,344 $2
3rd Party Inspectors $600,000 $2,344 $2
Contingency $2,893,876 $11,304 $10 5% Hard Costs

Subtotal-Hard Costs $60,771,396 $237,388 $216

Soft Costs

Predevelopment Expenses $300,000 $1,172 $1
Architectural & Engineering $1,409,610 $5,506 $5 $5/GSF
Development Fee $3,053,570 $11,928 $11 5% Hard Costs + A&E
Leasing Commissions NA NA NA
Legal $500,000 $1,953 $2
Real Estate Taxes $0 $0 $0 1.03% Land $ x 4yrs
Recordation & Transfer Fees $607,714 $2,374 $2 1% Hard Costs
Impact Fees $2,150,400 $8,400 $8 $8,400/unit
Lender Fees $1,215,428 $4,748 $4 2% Hard Costs
Operating Deficit $770,729 $3,011 $3
Contingency $500,373 $1,955 $2 5% Soft Costs

Subtotal-Soft Costs $10,507,824 $41,046 $37

Construction Financing

Construction Loan Interest $12,609,795 $49,257 $45

Total Hard & Soft Costs + Constr. Fin. $83,889,015 $327,691 $298
All-In Dev. Cost Including Land $83,889,015 $327,691 $298

$15,000/struct spc

1.13 spaces/unit
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Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate - Land Cost Adjusted to Target Return
Scenario A-3:  256 Highrise Apartment Units with Above & Below-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.00%

Total Hard Costs + Soft Costs + Land $71,279,220
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $70,979,220

Construction LTC 70%

Total Construction Loan Proceeds $49,685,454

Sponsor Equity Required $21,593,766
Less: Land Contribution Value $0
Additional Sponsor Equity Required $21,593,766

Ttl Hard/Soft Costs Excl. Land/Predev: $70,979,220

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 45% 45% 0% 0% 100%

Hard & Soft Costs Incurred $0 $7,097,922 $31,940,649 $31,940,649 $0 $0 $70,979,220

Portion Covered By Sponsor Equity $7,097,922 $14,495,844 $0 $0 $0 $21,593,766
Current Construction Draw $0 $17,444,805 $31,940,649 $0 $0 $49,385,454
Cumulative Draw + Prior Pd Interest $0 $17,444,805 $50,606,590 $54,149,051 $57,939,485
Gross Interest Expense $0 $1,221,136 $3,542,461 $3,790,434 $4,055,764 $12,609,795
Income Offsets $0 $0 $0 $0 $0
Net Interest Expense $0 $1,221,136 $3,542,461 $3,790,434 $4,055,764 $12,609,795

Total Hard/Soft+ Constr. Int, Yrs 1-5 $7,097,922 $33,161,785 $35,483,110 $3,790,434 $4,055,764 $83,589,015
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $83,889,015
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Bethesda Gateway Assemblage
Apartment & Garage Rent Matrix
Scenario A-3:  256 Highrise Apartment Units with Above & Below-Grade Parking

Market Apartment Rents as of Q1 2010

Market-Rate Units
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 24 9.4% 550 13,200 $1,575 $2.86 $37,800
1BR/1BA 84 32.8% 750 63,000 $2,075 $2.77 $174,300
1BR/1BA/Den 24 9.4% 850 20,400 $2,275 $2.68 $54,600
2BR/2BA 63 24.6% 1,050 66,150 $2,950 $2.81 $185,850
2BR/2BA/Den 22 8.6% 1,250 27,500 $3,200 $2.56 $70,400

217 84.8% 877 190,250 $2,410 $2.75 $522,950

MPDUs
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 4 1.6% 550 2,200 $1,052 $1.91 $4,208
1BR/1BA 15 5.9% 750 11,250 $1,125 $1.50 $16,875
1BR/1BA/Den 5 2.0% 850 4,250 $1,198 $1.41 $5,990
2BR/2BA 11 4.3% 1,050 11,550 $1,344 $1.28 $14,781
2BR/2BA/Den 4 1.6% 1,250 5,000 $1,422 $1.14 $5,688

39 15.2% 878 34,250 $1,219 $1.39 $47,542

Total/Avg - Apts 256 100.0% 877 224,500 $2,228 $2.54 $570,492

Garage Spaces 278 -- -- -- $75 -- $20,850

Total/Avg 256 -- 877 224,500 $2,303 $2.63 $591,342

Forecast Market Rent Increases
2010 Avg Rent $2,303 $2.63 $591,342
2011 Avg Rent Incr. % 3.00% $2,379 $2.71 $609,082
2012 Avg Rent Incr. % 3.00% $2,451 $2.79 $627,354
2013 Avg Rent Incr. % 3.00% $2,524 $2.88 $646,175
2014 Avg Rent Incr. % 3.00% $2,600 $2.96 $665,560
2015 Avg Rent Incr. % 3.00% $2,678 $3.05 $685,527
2016 Avg Rent Incr. % 3.00% $2,758 $3.15 $706,093
2017 Avg Rent Incr. % 3.00% $2,841 $3.24 $727,276
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Bethesda Gateway Assemblage
Development Proforma - Land Cost Adjusted to Target Return
Scenario A-3:  256 Highrise Apartment Units with Above & Below-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     --     $8,226,325 $8,473,115 $8,727,308 $8,989,127 $9,258,801 $9,536,565 $9,822,662 $10,117,342 $10,420,862 $10,733,488 $11,055,493 $11,387,157
Vacancy Loss --     --     --     --     ($6,169,744) ($2,541,934) ($436,365) ($449,456) ($462,940) ($476,828) ($491,133) ($505,867) ($521,043) ($536,674) ($552,775) ($569,358)
Concessions --     --     --     --     ($493,579) ($508,387) ($181,819) ($187,273) ($192,892) ($198,678) ($204,639) ($210,778) ($217,101) ($223,614) ($230,323) ($237,232)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Effective Rent --     --     --     --     $1,563,002 $5,422,793 $8,109,124 $8,352,397 $8,602,969 $8,861,058 $9,126,890 $9,400,697 $9,682,718 $9,973,199 $10,272,395 $10,580,567

Bad Debt --     --     --     --     ($15,630) ($54,228) ($81,091) ($83,524) ($86,030) ($88,611) ($91,269) ($94,007) ($96,827) ($99,732) ($102,724) ($105,806)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Rental Income --     --     --     --     $1,547,372 $5,368,565 $8,028,032 $8,268,873 $8,516,940 $8,772,448 $9,035,621 $9,306,690 $9,585,891 $9,873,467 $10,169,671 $10,474,761

Other Income --     --     --     --     $51,200 $147,661 $206,409 $212,601 $218,979 $225,548 $232,315 $239,284 $246,463 $253,857 $261,472 $269,317
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     --     $1,598,572 $5,516,226 $8,234,441 $8,481,474 $8,735,919 $8,997,996 $9,267,936 $9,545,974 $9,832,353 $10,127,324 $10,431,144 $10,744,078

Operating Expenses
Payroll --     --     --     --     ($563,200) ($580,096) ($597,499) ($615,424) ($633,887) ($652,903) ($672,490) ($692,665) ($713,445) ($734,848) ($756,894) ($779,601)
Administrative --     --     --     --     ($140,800) ($145,024) ($149,375) ($153,856) ($158,472) ($163,226) ($168,123) ($173,166) ($178,361) ($183,712) ($189,223) ($194,900)
Advertising --     --     --     --     ($98,560) ($101,517) ($104,562) ($107,699) ($110,930) ($114,258) ($117,686) ($121,216) ($124,853) ($128,598) ($132,456) ($136,430)
Repairs & Maintenance --     --     --     --     ($253,440) ($261,043) ($268,874) ($276,941) ($285,249) ($293,806) ($302,621) ($311,699) ($321,050) ($330,682) ($340,602) ($350,820)
Contract Services --     --     --     --     ($112,640) ($116,019) ($119,500) ($123,085) ($126,777) ($130,581) ($134,498) ($138,533) ($142,689) ($146,970) ($151,379) ($155,920)
Utilities --     --     --     --     ($168,960) ($174,029) ($179,250) ($184,627) ($190,166) ($195,871) ($201,747) ($207,799) ($214,033) ($220,454) ($227,068) ($233,880)
Management Fees --     --     --     --     ($46,421) ($161,057) ($240,841) ($248,066) ($255,508) ($263,173) ($271,069) ($279,201) ($287,577) ($296,204) ($305,090) ($314,243)
Insurance --     --     --     --     ($84,480) ($87,014) ($89,625) ($92,314) ($95,083) ($97,935) ($100,874) ($103,900) ($107,017) ($110,227) ($113,534) ($116,940)
Real Estate Taxes --     --     --     --     ($824,000) ($848,720) ($874,182) ($900,407) ($927,419) ($955,242) ($983,899) ($1,013,416) ($1,043,819) ($1,075,133) ($1,107,387) ($1,140,609)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     --     ($2,292,501) ($2,474,519) ($2,623,707) ($2,702,418) ($2,783,491) ($2,866,996) ($2,953,006) ($3,041,596) ($3,132,844) ($3,226,829) ($3,323,634) ($3,423,343)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     --     ($693,929) $3,041,707 $5,610,734 $5,779,056 $5,952,428 $6,131,000 $6,314,930 $6,504,378 $6,699,510 $6,900,495 $7,107,510 $7,320,735

Repair Reserves --     --     --     --     ($76,800) ($79,104) ($81,477) ($83,921) ($86,439) ($89,032) ($91,703) ($94,454) ($97,288) ($100,207) ($103,213) ($106,309)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     --     ($770,729) $2,962,603 $5,529,257 $5,695,134 $5,865,988 $6,041,968 $6,223,227 $6,409,924 $6,602,222 $6,800,288 $7,004,297 $7,214,426

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition $0 --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($7,097,922) ($33,161,785) ($35,483,110) ($3,790,434) ($4,055,764) --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $89,679,005

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow $37,000 ($6,760,922) ($33,161,785) ($35,483,110) ($4,561,163) ($1,093,161) $5,529,257 $5,695,134 $5,865,988 $6,041,968 $6,223,227 $6,409,924 $6,602,222 $6,800,288 $96,683,302

Constr. Loan Draws --     $0 $17,444,805 $31,940,649 $0 $0 --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $1,221,136 $3,542,461 $3,790,434 $4,055,764 --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     --     ($61,995,249) --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceeds --     --     --     --     --     $63,481,446 --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     --     --     ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($55,010,949)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow $37,000 ($6,760,922) ($14,495,844) $0 ($770,729) $4,448,800 $915,883 $1,081,761 $1,252,615 $1,428,594 $1,609,853 $1,796,550 $1,988,848 $2,186,915 $37,058,979

Unlevered IRR 6.15%
Unlevered Return on Cost -1.4% 6.9% 7.1% 7.3% 7.6% 7.8% 8.0% 8.3% 8.5%
Levered IRR 9.17%
Levered Cash-On-Cash 20.2% 4.2% 4.9% 5.7% 6.5% 7.3% 8.2% 9.0% 9.9%

April 29, 2010



Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario A-3:  256 Highrise Apartment Units with Above & Below-Grade Parking

(full 30-year schedule not shown to save paper)

Stabilized NOI $5,610,734
Cap Rate 7.00%
Refi Value $80,153,341
LTV 80%
Loan Amt $64,122,673
Int Rate 6.00%
Amort Yrs 30
Constant Pmt $384,448 $4,613,374

begin period begin bal pmt interest principal end bal
1 1/1/2017 $64,122,673 $384,448 $320,613 $63,834 $64,058,838
2 2/1/2017 $64,058,838 $384,448 $320,294 $64,154 $63,994,684
3 3/1/2017 $63,994,684 $384,448 $319,973 $64,474 $63,930,210
4 4/1/2017 $63,930,210 $384,448 $319,651 $64,797 $63,865,413
5 5/1/2017 $63,865,413 $384,448 $319,327 $65,121 $63,800,293
6 6/1/2017 $63,800,293 $384,448 $319,001 $65,446 $63,734,846
7 7/1/2017 $63,734,846 $384,448 $318,674 $65,774 $63,669,073
8 8/1/2017 $63,669,073 $384,448 $318,345 $66,102 $63,602,970
9 9/1/2017 $63,602,970 $384,448 $318,015 $66,433 $63,536,537

10 10/1/2017 $63,536,537 $384,448 $317,683 $66,765 $63,469,772
11 11/1/2017 $63,469,772 $384,448 $317,349 $67,099 $63,402,673
12 12/1/2017 $63,402,673 $384,448 $317,013 $67,434 $63,335,239
13 1/1/2018 $63,335,239 $384,448 $316,676 $67,772 $63,267,467
14 2/1/2018 $63,267,467 $384,448 $316,337 $68,110 $63,199,357
15 3/1/2018 $63,199,357 $384,448 $315,997 $68,451 $63,130,905
16 4/1/2018 $63,130,905 $384,448 $315,655 $68,793 $63,062,112
17 5/1/2018 $63,062,112 $384,448 $315,311 $69,137 $62,992,975
18 6/1/2018 $62,992,975 $384,448 $314,965 $69,483 $62,923,492
19 7/1/2018 $62,923,492 $384,448 $314,617 $69,830 $62,853,662
20 8/1/2018 $62,853,662 $384,448 $314,268 $70,180 $62,783,482
21 9/1/2018 $62,783,482 $384,448 $313,917 $70,530 $62,712,952
22 10/1/2018 $62,712,952 $384,448 $313,565 $70,883 $62,642,069
23 11/1/2018 $62,642,069 $384,448 $313,210 $71,237 $62,570,831
24 12/1/2018 $62,570,831 $384,448 $312,854 $71,594 $62,499,237
25 1/1/2019 $62,499,237 $384,448 $312,496 $71,952 $62,427,286
26 2/1/2019 $62,427,286 $384,448 $312,136 $72,311 $62,354,974
27 3/1/2019 $62,354,974 $384,448 $311,775 $72,673 $62,282,302
28 4/1/2019 $62,282,302 $384,448 $311,412 $73,036 $62,209,265
29 5/1/2019 $62,209,265 $384,448 $311,046 $73,401 $62,135,864
30 6/1/2019 $62,135,864 $384,448 $310,679 $73,769 $62,062,095
31 7/1/2019 $62,062,095 $384,448 $310,310 $74,137 $61,987,958
32 8/1/2019 $61,987,958 $384,448 $309,940 $74,508 $61,913,450
33 9/1/2019 $61,913,450 $384,448 $309,567 $74,881 $61,838,569
34 10/1/2019 $61,838,569 $384,448 $309,193 $75,255 $61,763,314
35 11/1/2019 $61,763,314 $384,448 $308,817 $75,631 $61,687,683
36 12/1/2019 $61,687,683 $384,448 $308,438 $76,009 $61,611,674
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Bethesda Gateway Assemblage
Development Cost Summary - Land at "Ask Price"
Scenario O-1:  90,000 GSF Medical Office Building with Above-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 90,000 GSF 1.0  FAR
85,500 NSF @ 95% Effic.

Parking 0 below grade garage spaces
500 above ground structured spaces

0 surface spaces
500 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 18 months 1/1/13-6/30/14
Remain. Lease-Up Post-Completion 12 months 7/1/14 - 6/30/15
Constr. Start to Stabilization 66 months

Development Budget

Total Per GSF Per NSF % Notes
Land Cost

Land Cost $6,000,000 $67 $70
Land Cost Offsets $0 $0 $0
Subtotal $6,000,000 $67 $70

Hard Costs

Site work $1,000,000 $11 $12
Building $9,900,000 $110 $116 $110/GSF
Tenant Improvements $5,130,000 $57 $60 $60/NSF
Building Permits $300,000 $3 $4
Parking - Underground Garage $0 $0 $0
Parking - Renovate Existing Structure $500,000 $6 $6
Utility Fees $300,000 $3 $4 (renovate existing)
3rd Party Inspectors $300,000 $3 $4
Contingency $871,500 $10 $10 5% Hard Costs

Subtotal-Hard Costs $18,301,500 $203 $214

Soft Costs

Predevelopment Expenses $300,000 $3 $4
Architectural & Engineering $450,000 $5 $5 $5/GSF
Development Fee $930,075 $10 $11 5% Hard Costs + A&E
Leasing Commissions $2,951,398 $33 $35 6%
Legal $300,000 $3 $4
Real Estate Taxes $185,400 $2 $2 1.03% Land $ x 3yrs
Recordation & Transfer Fees $183,015 $2 $2 1% Hard Costs
Impact Fees $567,000 $6 $7 $6.30 /GSF
Lender Fees $366,030 $4 $4 2% Hard Costs
Operating Deficit $0 $0 $0
Contingency $311,646 $3 $4 5% Soft Costs

Subtotal-Soft Costs $6,544,564 $73 $77

Construction Financing

Construction Loan Interest $3,182,248 $35 $37

Total Hard & Soft Costs + Constr. Fin. $28,028,312 $328 $311
All-In Dev. Cost Including Land $34,028,312 $398 $378

$1,000/struct spc

5.85 spaces/ 1000 SF

April 29, 2010

$35,000/garage spc



Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate - Land at "Ask Price"
Scenario O-1:  90,000 GSF Medical Office Building with Above-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.50%

Total Hard Costs + Soft Costs + Land $30,846,064
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $30,546,064

Construction LTC 70%

Total Construction Loan Proceeds $21,382,245

Sponsor Equity Required $9,463,819
Less: Land Contribution Value ($6,000,000)
Additional Sponsor Equity Required $3,463,819

Total Hard/Soft Costs Excl. Land/Predev: $24,546,064

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 50% 30% 10% 100%

Hard & Soft Costs Incurred $0 $2,454,606 $12,273,032 $7,363,819 $2,454,606 $24,546,064

Portion Covered By Sponsor Equity $2,454,606 $1,009,213 $0 $0 $3,463,819
Current Construction Draw $0 $11,263,819 $7,363,819 $2,454,606 $21,082,245
Cumulative Draw + Prior Period Interest $0 $11,263,819 $19,472,425 $23,387,463
Gross Interest Expense $0 $844,786 $1,460,432 $877,030 $3,182,248
Income Offsets $0 $0 $0 $0
Net Interest Expense $0 $844,786 $1,460,432 $877,030 $3,182,248

Total Hard/Soft+ Constr. Int, Yrs 1-5 $2,454,606 $13,117,818 $8,824,251 $3,331,636 $27,728,312
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $28,028,312

April 29, 2010



Bethesda Gateway Assemblage
Rent Revenue Estimate
Scenario O-1:  90,000 GSF Medical Office Building with Above-Grade Parking

% of Full-Svc Lease Move-in Annual
Bldg Net SF Rent @ 2014 Term Date Escal. Tis

Pre-Leased Space:
  Lead Tenant 60% 51,300 $46 /SF 10 Yrs Jul '14 3% $60/NSF

Leased After Delivery:
  Small Tenant(s) 20% 17,100 $51 /SF 10 Yrs Jan '15 3% $60/NSF
  Small Tenant(s) 20% 17,100 $51 /SF 10 Yrs Jul '15 3% $60/NSF

100% 85,500

Garage Spaces 500 spaces @ $75 / mo.

April 29, 2010



Bethesda Gateway Assemblage
Development Proforma - Land at "Ask Price"
Scenario O-1:  90,000 GSF Medical Office Building with Above-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     $4,104,000 $4,227,120 $4,353,934 $4,484,552 $4,619,088 $4,757,661 $4,900,391 $5,047,402 $5,198,824 $5,354,789 $5,515,433 $5,680,896 $5,851,323
Vacancy Loss --     --     --     ($2,924,100) ($449,132) ($348,315) ($358,764) ($369,527) ($380,613) ($392,031) ($403,792) ($415,906) ($428,383) ($441,235) ($454,472) ($468,106)
Credit Loss --     --     --     ($82,080) ($84,542) ($90,707) ($93,428) ($96,231) ($99,118) ($102,091) ($105,154) ($108,309) ($111,558) ($114,905) ($118,352) ($121,903)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Rental Income --     --     --     $1,179,900 $3,693,446 $3,914,912 $4,032,359 $4,153,330 $4,277,930 $4,406,268 $4,538,456 $4,674,610 $4,814,848 $4,959,293 $5,108,072 $5,261,314

Garage Income --     --     --     $129,375 $450,000 $463,500 $477,405 $491,727 $506,479 $521,673 $537,324 $553,443 $570,047 $587,148 $604,762 $622,905
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     $1,309,275 $4,143,446 $4,378,412 $4,509,764 $4,645,057 $4,784,409 $4,927,941 $5,075,779 $5,228,053 $5,384,894 $5,546,441 $5,712,835 $5,884,220

Operating Expenses
Payroll --     --     --     ($65,835) ($131,670) ($135,620) ($139,689) ($143,879) ($148,196) ($152,642) ($157,221) ($161,937) ($166,796) ($171,799) ($176,953) ($182,262)
Administrative --     --     --     ($14,108) ($28,215) ($29,061) ($29,933) ($30,831) ($31,756) ($32,709) ($33,690) ($34,701) ($35,742) ($36,814) ($37,919) ($39,056)
Repairs & Maintenance --     --     --     ($23,513) ($47,025) ($48,436) ($49,889) ($51,385) ($52,927) ($54,515) ($56,150) ($57,835) ($59,570) ($61,357) ($63,198) ($65,094)
Contract Services --     --     --     ($188,100) ($376,200) ($387,486) ($399,111) ($411,084) ($423,416) ($436,119) ($449,202) ($462,679) ($476,559) ($490,856) ($505,581) ($520,749)
Utilities --     --     --     ($235,125) ($470,250) ($484,358) ($498,888) ($513,855) ($529,271) ($545,149) ($561,503) ($578,348) ($595,699) ($613,570) ($631,977) ($650,936)
Management Fees --     --     --     ($35,397) ($110,803) ($117,447) ($120,971) ($124,600) ($128,338) ($132,188) ($136,154) ($140,238) ($144,445) ($148,779) ($153,242) ($157,839)
Insurance --     --     --     ($23,513) ($47,025) ($48,436) ($49,889) ($51,385) ($52,927) ($54,515) ($56,150) ($57,835) ($59,570) ($61,357) ($63,198) ($65,094)
Real Estate Taxes --     --     --     ($185,625) ($370,800) ($381,924) ($393,382) ($405,183) ($417,339) ($429,859) ($442,755) ($456,037) ($469,718) ($483,810) ($498,324) ($513,274)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     ($771,215) ($1,581,988) ($1,632,768) ($1,681,751) ($1,732,203) ($1,784,170) ($1,837,695) ($1,892,826) ($1,949,610) ($2,008,099) ($2,068,342) ($2,130,392) ($2,194,304)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     $538,061 $2,561,458 $2,745,644 $2,828,013 $2,912,854 $3,000,239 $3,090,247 $3,182,954 $3,278,443 $3,376,796 $3,478,100 $3,582,443 $3,689,916

Repair Reserves --     --     --     ($10,688) ($21,375) ($22,016) ($22,677) ($23,357) ($24,058) ($24,779) ($25,523) ($26,289) ($27,077) ($27,890) ($28,726) ($29,588)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     $527,373 $2,540,083 $2,723,628 $2,805,337 $2,889,497 $2,976,182 $3,065,467 $3,157,431 $3,252,154 $3,349,719 $3,450,210 $3,553,717 $3,660,328

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition ($6,000,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($2,454,606) ($13,117,818) ($8,824,251) ($3,331,636) --     --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $42,542,561

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow ($5,963,000) ($2,117,606) ($13,117,818) ($8,296,878) ($791,553) $2,723,628 $2,805,337 $2,889,497 $2,976,182 $3,065,467 $3,157,431 $3,252,154 $3,349,719 $3,450,210 $46,096,278

Constr. Loan Draws --     $0 $11,263,819 $7,363,819 $2,454,606 --     --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $844,786 $1,460,432 $877,030 --     --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     ($24,264,493) --     --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceeds --     --     --     --     $23,557,626 --     --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     ($1,009,093) ($2,018,187) ($2,018,187) ($2,018,187) ($2,018,187) ($2,018,187) ($2,018,187) ($2,018,187) ($2,018,187) ($2,018,187) ($2,018,187)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($18,351,870)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow ($5,963,000) ($2,117,606) ($1,009,213) $527,373 $824,123 $705,441 $787,150 $871,310 $957,995 $1,047,280 $1,139,244 $1,233,967 $1,331,532 $1,432,024 $25,726,221

Unlevered IRR 9.31%
Unlevered Return on Cost 9.0% 9.3% 9.5% 9.8% 10.1% 10.4% 10.7% 11.1% 11.4%
Levered IRR 12.99%
Levered Cash-On-Cash 8.2% 9.2% 10.2% 11.2% 12.2% 13.3% 14.4% 15.6% 16.7%

April 29, 2010



Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario O-1:  90,000 GSF Medical Office Building with Above-Grade Parking

(full 25-year schedule not shown to save paper)

Stabilized NOI $2,745,644
Cap Rate 7.50%
Refi Value $36,608,587
LTV 65%
Loan Amt $23,795,582
Int Rate 7.00%
Amort Yrs 25
Constant Pmt $168,182 $2,018,187

begin period begin bal pmt interest principal end bal
1 7/1/2015 $23,795,582 $168,182 $138,808 $29,375 $23,766,207
2 8/1/2015 $23,766,207 $168,182 $138,636 $29,546 $23,736,661
3 9/1/2015 $23,736,661 $168,182 $138,464 $29,718 $23,706,943
4 10/1/2015 $23,706,943 $168,182 $138,290 $29,892 $23,677,051
5 11/1/2015 $23,677,051 $168,182 $138,116 $30,066 $23,646,985
6 12/1/2015 $23,646,985 $168,182 $137,941 $30,241 $23,616,743
7 1/1/2016 $23,616,743 $168,182 $137,764 $30,418 $23,586,326
8 2/1/2016 $23,586,326 $168,182 $137,587 $30,595 $23,555,730
9 3/1/2016 $23,555,730 $168,182 $137,408 $30,774 $23,524,956

10 4/1/2016 $23,524,956 $168,182 $137,229 $30,953 $23,494,003
11 5/1/2016 $23,494,003 $168,182 $137,048 $31,134 $23,462,869
12 6/1/2016 $23,462,869 $168,182 $136,867 $31,315 $23,431,554
13 7/1/2016 $23,431,554 $168,182 $136,684 $31,498 $23,400,056
14 8/1/2016 $23,400,056 $168,182 $136,500 $31,682 $23,368,374
15 9/1/2016 $23,368,374 $168,182 $136,316 $31,867 $23,336,507
16 10/1/2016 $23,336,507 $168,182 $136,130 $32,053 $23,304,454
17 11/1/2016 $23,304,454 $168,182 $135,943 $32,240 $23,272,215
18 12/1/2016 $23,272,215 $168,182 $135,755 $32,428 $23,239,787
19 1/1/2017 $23,239,787 $168,182 $135,565 $32,617 $23,207,170
20 2/1/2017 $23,207,170 $168,182 $135,375 $32,807 $23,174,363
21 3/1/2017 $23,174,363 $168,182 $135,184 $32,998 $23,141,365
22 4/1/2017 $23,141,365 $168,182 $134,991 $33,191 $23,108,174
23 5/1/2017 $23,108,174 $168,182 $134,798 $33,385 $23,074,789
24 6/1/2017 $23,074,789 $168,182 $134,603 $33,579 $23,041,210
25 7/1/2017 $23,041,210 $168,182 $134,407 $33,775 $23,007,435
26 8/1/2017 $23,007,435 $168,182 $134,210 $33,972 $22,973,463
27 9/1/2017 $22,973,463 $168,182 $134,012 $34,170 $22,939,292
28 10/1/2017 $22,939,292 $168,182 $133,813 $34,370 $22,904,923
29 11/1/2017 $22,904,923 $168,182 $133,612 $34,570 $22,870,353
30 12/1/2017 $22,870,353 $168,182 $133,410 $34,772 $22,835,581
31 1/1/2018 $22,835,581 $168,182 $133,208 $34,975 $22,800,606
32 2/1/2018 $22,800,606 $168,182 $133,004 $35,179 $22,765,427
33 3/1/2018 $22,765,427 $168,182 $132,798 $35,384 $22,730,044
34 4/1/2018 $22,730,044 $168,182 $132,592 $35,590 $22,694,453
35 5/1/2018 $22,694,453 $168,182 $132,384 $35,798 $22,658,655
36 6/1/2018 $22,658,655 $168,182 $132,175 $36,007 $22,622,649

April 29, 2010



Bethesda Gateway Assemblage
Development Cost Summary - Land at "Ask Price"
Scenario O-2:  140,000 GSF Office Building with Above & Below-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 140,961 GSF 1.5  FAR
133,913 NSF @ 95% Effic.

Parking 170 below grade garage spaces
170 above ground structured spaces

0 surface spaces
340 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 18 months 1/1/13-6/30/14
Remain. Lease-Up Post-Completion 12 months 7/1/14 - 6/30/15
Constr. Start to Stabilization 66 months

Development Budget

Total Per GSF Per NSF % Notes
Land Cost

Land Cost $6,000,000 $43 $45
Land Cost Offsets $0 $0 $0
Subtotal $6,000,000 $43 $45

Hard Costs

Site work $2,000,000 $14 $15
Building $15,505,710 $110 $116 $110/GSF
Tenant Improvements $5,356,518 $38 $40 $40/NSF
Building Permits $300,000 $2 $2
Parking - Underground Garage $5,950,000 $42 $44
Parking - Above Grade Structure $2,550,000 $18 $19
Utility Fees $300,000 $2 $2
3rd Party Inspectors $300,000 $2 $2
Contingency $1,613,111 $11 $12 5% Hard Costs

Subtotal-Hard Costs $33,875,339 $240 $253

Soft Costs

Predevelopment Expenses $300,000 $2 $2
Architectural & Engineering $704,805 $5 $5 $5/GSF
Development Fee $1,708,767 $12 $13 5% Hard Costs + A&E
Leasing Commissions $4,333,210 $31 $32 6%
Legal $300,000 $2 $2
Real Estate Taxes $185,400 $1 $1 1.03% Land $ x 3yrs
Recordation & Transfer Fees $338,753 $2 $3 1% Hard Costs
Impact Fees $888,054 $6 $7 $6.30 /GSF
Lender Fees $677,507 $5 $5 2% Hard Costs
Operating Deficit $0 $0 $0
Contingency $471,825 $3 $4 5% Soft Costs

Subtotal-Soft Costs $9,908,321 $70 $74

Construction Financing

Construction Loan Interest $5,038,739 $36 $38

Total Hard & Soft Costs + Constr. Fin. $48,822,400 $365 $346
All-In Dev. Cost Including Land $54,822,400 $409 $389

$15,000/struct spc

2.54 spaces/ 1000 SF

April 29, 2010

$35,000/garage spc



Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate  - Land at "Ask Price"
Scenario O-2:  140,000 GSF Office Building with Above & Below-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.50%

Total Hard Costs + Soft Costs + Land $49,783,661
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $49,483,661

Construction LTC 70%

Total Construction Loan Proceeds $34,638,562

Sponsor Equity Required $15,145,098
Less: Land Contribution Value ($6,000,000)
Additional Sponsor Equity Required $9,145,098

Total Hard/Soft Costs Excl. Land/Predev: $43,483,661

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 50% 30% 10% 100%

Hard & Soft Costs Incurred $0 $4,348,366 $21,741,830 $13,045,098 $4,348,366 $43,483,661

Portion Covered By Sponsor Equity $4,348,366 $4,796,732 $0 $0 $9,145,098
Current Construction Draw $0 $16,945,098 $13,045,098 $4,348,366 $34,338,562
Cumulative Draw + Prior Period Interest $0 $16,945,098 $31,261,079 $37,954,026
Gross Interest Expense $0 $1,270,882 $2,344,581 $1,423,276 $5,038,739
Income Offsets $0 $0 $0 $0
Net Interest Expense $0 $1,270,882 $2,344,581 $1,423,276 $5,038,739

Total Hard/Soft+ Constr. Int, Yrs 1-5 $4,348,366 $23,012,713 $15,389,679 $5,771,642 $48,522,400
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $48,822,400

April 29, 2010



Bethesda Gateway Assemblage
Rent Revenue Estimate
Scenario O-2:  140,000 GSF Office Building with Above & Below-Grade Parking

% of Full-Svc Lease Move-in Annual
Bldg Net SF Rent @ 2014 Term Date Escal. Tis

Pre-Leased Space:
  Lead Tenant 60% 80,348 $43 /SF 10 Yrs Jul '14 3% $40/NSF

Leased After Delivery:
  Small Tenant(s) 20% 26,783 $48 /SF 10 Yrs Jan '15 3% $40/NSF
  Small Tenant(s) 20% 26,783 $48 /SF 10 Yrs Jul '15 3% $40/NSF

100% 133,913

Garage Spaces 340 spaces @ $100 / mo.

April 29, 2010



Bethesda Gateway Assemblage
Development Proforma - Land at "Ask Price"
Scenario O-2:  140,000 GSF Office Building with Above & Below-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     $6,026,083 $6,206,865 $6,393,071 $6,584,863 $6,782,409 $6,985,882 $7,195,458 $7,411,322 $7,633,661 $7,862,671 $8,098,551 $8,341,508 $8,591,753
Vacancy Loss --     --     --     ($4,298,606) ($662,066) ($511,446) ($526,789) ($542,593) ($558,871) ($575,637) ($592,906) ($610,693) ($629,014) ($647,884) ($667,321) ($687,340)
Credit Loss --     --     --     ($120,522) ($124,137) ($133,189) ($137,185) ($141,300) ($145,539) ($149,905) ($154,403) ($159,035) ($163,806) ($168,720) ($173,781) ($178,995)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Rental Income --     --     --     $1,727,477 $5,420,662 $5,748,437 $5,920,890 $6,098,516 $6,281,472 $6,469,916 $6,664,013 $6,863,934 $7,069,852 $7,281,947 $7,500,406 $7,725,418

Garage Income --     --     --     $116,960 $408,000 $420,240 $432,847 $445,833 $459,208 $472,984 $487,173 $501,789 $516,842 $532,347 $548,318 $564,767
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     $1,844,437 $5,828,662 $6,168,677 $6,353,737 $6,544,349 $6,740,679 $6,942,900 $7,151,187 $7,365,722 $7,586,694 $7,814,295 $8,048,724 $8,290,185

Operating Expenses
Payroll --     --     --     ($103,113) ($206,226) ($212,413) ($218,785) ($225,349) ($232,109) ($239,072) ($246,245) ($253,632) ($261,241) ($269,078) ($277,150) ($285,465)
Administrative --     --     --     ($22,096) ($44,191) ($45,517) ($46,883) ($48,289) ($49,738) ($51,230) ($52,767) ($54,350) ($55,980) ($57,660) ($59,389) ($61,171)
Repairs & Maintenance --     --     --     ($36,826) ($73,652) ($75,862) ($78,138) ($80,482) ($82,896) ($85,383) ($87,944) ($90,583) ($93,300) ($96,099) ($98,982) ($101,952)
Contract Services --     --     --     ($294,608) ($589,217) ($606,893) ($625,100) ($643,853) ($663,169) ($683,064) ($703,556) ($724,663) ($746,402) ($768,795) ($791,858) ($815,614)
Utilities --     --     --     ($294,608) ($589,217) ($606,893) ($625,100) ($643,853) ($663,169) ($683,064) ($703,556) ($724,663) ($746,402) ($768,795) ($791,858) ($815,614)
Management Fees --     --     --     ($51,824) ($162,620) ($172,453) ($177,627) ($182,955) ($188,444) ($194,097) ($199,920) ($205,918) ($212,096) ($218,458) ($225,012) ($231,763)
Insurance --     --     --     ($36,826) ($73,652) ($75,862) ($78,138) ($80,482) ($82,896) ($85,383) ($87,944) ($90,583) ($93,300) ($96,099) ($98,982) ($101,952)
Real Estate Taxes --     --     --     ($261,250) ($521,867) ($537,523) ($553,648) ($570,258) ($587,366) ($604,986) ($623,136) ($641,830) ($661,085) ($680,918) ($701,345) ($722,386)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     ($1,101,152) ($2,260,642) ($2,333,416) ($2,403,418) ($2,475,521) ($2,549,786) ($2,626,280) ($2,705,068) ($2,786,221) ($2,869,807) ($2,955,901) ($3,044,578) ($3,135,916)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     $743,285 $3,568,020 $3,835,261 $3,950,318 $4,068,828 $4,190,893 $4,316,620 $4,446,118 $4,579,502 $4,716,887 $4,858,393 $5,004,145 $5,154,270

Repair Reserves --     --     --     ($16,739) ($33,478) ($34,483) ($35,517) ($36,583) ($37,680) ($38,810) ($39,975) ($41,174) ($42,409) ($43,682) ($44,992) ($46,342)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     $726,546 $3,534,542 $3,800,778 $3,914,801 $4,032,245 $4,153,213 $4,277,809 $4,406,143 $4,538,328 $4,674,478 $4,814,712 $4,959,153 $5,107,928

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition ($6,000,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($4,348,366) ($23,012,713) ($15,389,679) ($5,771,642) --     --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $59,425,697

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow ($5,963,000) ($4,011,366) ($23,012,713) ($14,663,133) ($2,237,100) $3,800,778 $3,914,801 $4,032,245 $4,153,213 $4,277,809 $4,406,143 $4,538,328 $4,674,478 $4,814,712 $64,384,850

Constr. Loan Draws --     $0 $16,945,098 $13,045,098 $4,348,366 --     --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $1,270,882 $2,344,581 $1,423,276 --     --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     ($39,377,302) --     --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceeds --     --     --     --     $32,906,537 --     --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     ($1,409,555) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110) ($2,819,110)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($25,634,861)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow ($5,963,000) ($4,011,366) ($4,796,732) $726,546 ($4,345,778) $981,668 $1,095,692 $1,213,136 $1,334,103 $1,458,699 $1,587,034 $1,719,218 $1,855,368 $1,995,602 $35,930,879

Unlevered IRR 7.63%
Unlevered Return on Cost 7.6% 7.8% 8.1% 8.3% 8.6% 8.8% 9.1% 9.4% 9.7%
Levered IRR 9.30%
Levered Cash-On-Cash 7.0% 7.8% 8.6% 9.5% 10.4% 11.3% 12.2% 13.2% 14.2%

April 29, 2010



Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario O-2:  140,000 GSF Office Building with Above & Below-Grade Parking

(full 25-year schedule not shown to save paper)

Stabilized NOI $3,835,261
Cap Rate 7.50%
Refi Value $51,136,809
LTV 65%
Loan Amt $33,238,926
Int Rate 7.00%
Amort Yrs 25
Constant Pmt $234,926 $2,819,110

begin period begin bal pmt interest principal end bal
1 7/1/2015 $33,238,926 $234,926 $193,894 $41,032 $33,197,894
2 8/1/2015 $33,197,894 $234,926 $193,654 $41,271 $33,156,622
3 9/1/2015 $33,156,622 $234,926 $193,414 $41,512 $33,115,110
4 10/1/2015 $33,115,110 $234,926 $193,171 $41,754 $33,073,356
5 11/1/2015 $33,073,356 $234,926 $192,928 $41,998 $33,031,358
6 12/1/2015 $33,031,358 $234,926 $192,683 $42,243 $32,989,115
7 1/1/2016 $32,989,115 $234,926 $192,437 $42,489 $32,946,626
8 2/1/2016 $32,946,626 $234,926 $192,189 $42,737 $32,903,888
9 3/1/2016 $32,903,888 $234,926 $191,939 $42,986 $32,860,902

10 4/1/2016 $32,860,902 $234,926 $191,689 $43,237 $32,817,665
11 5/1/2016 $32,817,665 $234,926 $191,436 $43,489 $32,774,175
12 6/1/2016 $32,774,175 $234,926 $191,183 $43,743 $32,730,432
13 7/1/2016 $32,730,432 $234,926 $190,928 $43,998 $32,686,434
14 8/1/2016 $32,686,434 $234,926 $190,671 $44,255 $32,642,179
15 9/1/2016 $32,642,179 $234,926 $190,413 $44,513 $32,597,666
16 10/1/2016 $32,597,666 $234,926 $190,153 $44,773 $32,552,893
17 11/1/2016 $32,552,893 $234,926 $189,892 $45,034 $32,507,859
18 12/1/2016 $32,507,859 $234,926 $189,629 $45,297 $32,462,563
19 1/1/2017 $32,462,563 $234,926 $189,365 $45,561 $32,417,002
20 2/1/2017 $32,417,002 $234,926 $189,099 $45,827 $32,371,175
21 3/1/2017 $32,371,175 $234,926 $188,832 $46,094 $32,325,081
22 4/1/2017 $32,325,081 $234,926 $188,563 $46,363 $32,278,718
23 5/1/2017 $32,278,718 $234,926 $188,293 $46,633 $32,232,085
24 6/1/2017 $32,232,085 $234,926 $188,020 $46,905 $32,185,180
25 7/1/2017 $32,185,180 $234,926 $187,747 $47,179 $32,138,001
26 8/1/2017 $32,138,001 $234,926 $187,472 $47,454 $32,090,547
27 9/1/2017 $32,090,547 $234,926 $187,195 $47,731 $32,042,816
28 10/1/2017 $32,042,816 $234,926 $186,916 $48,009 $31,994,806
29 11/1/2017 $31,994,806 $234,926 $186,636 $48,289 $31,946,517
30 12/1/2017 $31,946,517 $234,926 $186,355 $48,571 $31,897,946
31 1/1/2018 $31,897,946 $234,926 $186,071 $48,854 $31,849,091
32 2/1/2018 $31,849,091 $234,926 $185,786 $49,139 $31,799,952
33 3/1/2018 $31,799,952 $234,926 $185,500 $49,426 $31,750,526
34 4/1/2018 $31,750,526 $234,926 $185,211 $49,714 $31,700,811
35 5/1/2018 $31,700,811 $234,926 $184,921 $50,004 $31,650,807
36 6/1/2018 $31,650,807 $234,926 $184,630 $50,296 $31,600,511

April 29, 2010



Bethesda Gateway Assemblage
Development Cost Summary - Land at "Ask Price"
Scenario O-3:  240,000 NSF Office Building with Above & Below-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 281,922 GSF 3.0  FAR
267,826 NSF @ 95% Effic.

Parking 450 below grade garage spaces
150 above ground structured spaces

0 surface spaces
600 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 24 months 1/1/13-12/31/14
Remain. Lease-Up Post-Completion 18 months 1/1/15 - 6/30/16
Constr. Start to Stabilization 78 months

Development Budget

Total Per GSF Per NSF % Notes
Land Cost

Land Cost $6,000,000 $21 $22
Land Cost Offsets $0 $0 $0
Subtotal $6,000,000 $21 $22

Hard Costs

Site work $2,500,000 $9 $9
Building $36,649,860 $130 $137 $130/GSF
Tenant Improvements $10,713,036 $38 $40 $40/NSF
Building Permits $600,000 $2 $2
Parking - Underground Garage $15,750,000 $56 $59
Parking - Above Grade Structure $2,250,000 $8 $8
Utility Fees $600,000 $2 $2
3rd Party Inspectors $600,000 $2 $2
Contingency $3,483,145 $12 $13 5% Hard Costs

Subtotal-Hard Costs $73,146,041 $259 $273

Soft Costs

Predevelopment Expenses $300,000 $1 $1
Architectural & Engineering $1,409,610 $5 $5 $5/GSF
Development Fee $3,672,302 $13 $14 5% Hard Costs + A&E
Leasing Commissions $7,605,120 $27 $28 6%
Legal $500,000 $2 $2
Real Estate Taxes $247,200 $1 $1 1.03% Land $ x 4yrs
Recordation & Transfer Fees $731,460 $3 $3 1% Hard Costs
Impact Fees $1,776,109 $6 $7 $6.30 /GSF
Lender Fees $1,462,921 $5 $5 2% Hard Costs
Operating Deficit $0 $0 $0
Contingency $885,236 $3 $3 5% Soft Costs

Subtotal-Soft Costs $18,589,958 $66 $69

Construction Financing

Construction Loan Interest $14,938,413 $53 $56

Total Hard & Soft Costs + Constr. Fin. $106,674,412 $398 $378
All-In Dev. Cost Including Land $112,674,412 $421 $400

$15,000/struct spc

2.24 spaces/ 1000 SF

April 29, 2010

$35,000/garage spc



Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate - Land at "Ask Price"
Scenario O-3:  240,000 NSF Office Building with Above & Below-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.50%

Total Hard Costs + Soft Costs + Land $97,735,999
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $97,435,999

Construction LTC 70%

Total Construction Loan Proceeds $68,205,199

Sponsor Equity Required $29,530,800
Less: Land Contribution Value ($6,000,000)
Additional Sponsor Equity Required $23,530,800

Ttl Hard/Soft Costs Excl. Land/Predev: $91,435,999

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 45% 35% 7% 3% 100%

Hard & Soft Costs Incurred $0 $9,143,600 $41,146,200 $32,002,600 $6,400,520 $2,743,080 $91,435,999

Portion Covered By Sponsor Equity $9,143,600 $14,387,200 $0 $0 $0 $23,530,800
Current Construction Draw $0 $26,759,000 $32,002,600 $6,400,520 $2,743,080 $67,905,199
Cumulative Draw + Prior Pd Interest $0 $26,759,000 $60,768,524 $71,726,684 $79,849,265
Gross Interest Expense $0 $2,006,925 $4,557,639 $5,379,501 $2,994,347 $14,938,413
Income Offsets $0 $0 $0 $0 $0
Net Interest Expense $0 $2,006,925 $4,557,639 $5,379,501 $2,994,347 $14,938,413

Total Hard/Soft+ Constr. Int, Yrs 1-5 $9,143,600 $43,153,124 $36,560,239 $11,780,021 $5,737,427 $106,374,412
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $106,674,412

April 29, 2010



Bethesda Gateway Assemblage
Rent Revenue Estimate
Scenario O-3:  240,000 NSF Office Building with Above & Below-Grade Parking

% of Full-Svc Lease Move-in Annual
Bldg Net SF Rent @ 2015 Term Date Escal. Tis

Pre-Leased Space:
  Lead Tenant 60% 160,696 $43 /SF 10 Yrs Jan '15 3% $40/NSF

Leased After Delivery:
  Small Tenant(s) 15% 40,174 $48 /SF 10 Yrs July '15 3% $40/NSF
  Small Tenant(s) 15% 40,174 $48 /SF 10 Yrs Jan '16 3% $40/NSF
  Small Tenant(s) 10% 26,783 $48 /SF 10 Yrs July '16 3% $40/NSF

100% 267,826

Garage Spaces 600 spaces @ $100 / mo.

April 29, 2010



Bethesda Gateway Assemblage
Development Proforma - Land at "Ask Price"
Scenario O-3:  240,000 NSF Office Building with Above & Below-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     --     $12,052,166 $12,413,730 $12,786,142 $13,169,727 $13,564,818 $13,971,763 $14,390,916 $14,822,643 $15,267,323 $15,725,342 $16,197,103 $16,683,016
Vacancy Loss --     --     --     --     ($4,178,084) ($993,098) ($1,022,891) ($1,053,578) ($1,085,185) ($1,117,741) ($1,151,273) ($1,185,811) ($1,221,386) ($1,258,027) ($1,295,768) ($1,334,641)
Credit Loss --     --     --     --     ($241,043) ($258,619) ($266,378) ($274,369) ($282,600) ($291,078) ($299,811) ($308,805) ($318,069) ($327,611) ($337,440) ($347,563)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Rental Income --     --     --     --     $7,633,038 $11,162,013 $11,496,873 $11,841,779 $12,197,033 $12,562,944 $12,939,832 $13,328,027 $13,727,868 $14,139,704 $14,563,895 $15,000,812

Garage Income --     --     --     --     $720,000 $741,600 $763,848 $786,763 $810,366 $834,677 $859,718 $885,509 $912,074 $939,437 $967,620 $996,648
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     --     $8,353,038 $11,903,613 $12,260,721 $12,628,543 $13,007,399 $13,397,621 $13,799,550 $14,213,536 $14,639,942 $15,079,140 $15,531,515 $15,997,460

Operating Expenses
Payroll --     --     --     --     ($412,452) ($424,825) ($437,570) ($450,697) ($464,218) ($478,145) ($492,489) ($507,264) ($522,482) ($538,156) ($554,301) ($570,930)
Administrative --     --     --     --     ($88,383) ($91,034) ($93,765) ($96,578) ($99,475) ($102,460) ($105,533) ($108,699) ($111,960) ($115,319) ($118,779) ($122,342)
Repairs & Maintenance --     --     --     --     ($147,304) ($151,723) ($156,275) ($160,963) ($165,792) ($170,766) ($175,889) ($181,166) ($186,601) ($192,199) ($197,965) ($203,904)
Contract Services --     --     --     --     ($1,178,434) ($1,213,787) ($1,250,201) ($1,287,707) ($1,326,338) ($1,366,128) ($1,407,112) ($1,449,325) ($1,492,805) ($1,537,589) ($1,583,717) ($1,631,228)
Utilities --     --     --     --     ($1,178,434) ($1,213,787) ($1,250,201) ($1,287,707) ($1,326,338) ($1,366,128) ($1,407,112) ($1,449,325) ($1,492,805) ($1,537,589) ($1,583,717) ($1,631,228)
Management Fees --     --     --     --     ($228,991) ($334,860) ($344,906) ($355,253) ($365,911) ($376,888) ($388,195) ($399,841) ($411,836) ($424,191) ($436,917) ($450,024)
Insurance --     --     --     --     ($147,304) ($151,723) ($156,275) ($160,963) ($165,792) ($170,766) ($175,889) ($181,166) ($186,601) ($192,199) ($197,965) ($203,904)
Real Estate Taxes --     --     --     --     ($988,800) ($1,018,464) ($1,049,018) ($1,080,488) ($1,112,903) ($1,146,290) ($1,180,679) ($1,216,099) ($1,252,582) ($1,290,160) ($1,328,865) ($1,368,730)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     --     ($4,370,102) ($4,600,205) ($4,738,211) ($4,880,357) ($5,026,768) ($5,177,571) ($5,332,898) ($5,492,885) ($5,657,671) ($5,827,401) ($6,002,224) ($6,182,290)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     --     $3,982,936 $7,303,408 $7,522,510 $7,748,186 $7,980,631 $8,220,050 $8,466,652 $8,720,651 $8,982,271 $9,251,739 $9,529,291 $9,815,170

Repair Reserves --     --     --     --     ($66,956) ($68,965) ($71,034) ($73,165) ($75,360) ($77,621) ($79,950) ($82,348) ($84,818) ($87,363) ($89,984) ($92,683)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     --     $3,915,980 $7,234,443 $7,451,476 $7,675,021 $7,905,271 $8,142,429 $8,386,702 $8,638,303 $8,897,452 $9,164,376 $9,439,307 $9,722,486

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition ($6,000,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($9,143,600) ($43,153,124) ($36,560,239) ($11,780,021) ($5,737,427) --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $113,163,134

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow ($5,963,000) ($8,806,600) ($43,153,124) ($36,560,239) ($7,864,042) $1,497,016 $7,451,476 $7,675,021 $7,905,271 $8,142,429 $8,386,702 $8,638,303 $8,897,452 $9,164,376 $122,602,441

Constr. Loan Draws --     $0 $26,759,000 $32,002,600 $6,400,520 $2,743,080 --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $2,006,925 $4,557,639 $5,379,501 $2,994,347 --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     --     ($82,843,612) --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceed --     --     --     --     --     $62,663,241 --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     --     ($2,684,186) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373) ($5,368,373)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($50,695,182)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow ($5,963,000) ($8,806,600) ($14,387,200) $0 $3,915,980 ($15,630,114) $2,083,103 $2,306,648 $2,536,898 $2,774,056 $3,018,329 $3,269,930 $3,529,079 $3,796,003 $66,538,886

Unlevered IRR 6.46%
Unlevered Return on Cost 7.4% 7.6% 7.8% 8.1% 8.3% 8.6% 8.8% 9.1%
Levered IRR 7.83%
Levered Cash-On-Cash 8.3% 9.1% 10.1% 11.0% 12.0% 13.0% 14.0% 15.0%
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Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario O-3:  240,000 NSF Office Building with Above & Below-Grade Parking

(full 25-year schedule not shown to save paper)

Stabilized NOI $7,303,408
Cap Rate 7.50%
Refi Value $97,378,775
LTV 65%
Loan Amt $63,296,203
Int Rate 7.00%
Amort Yrs 25
Constant Pmt $447,364 $5,368,373

begin period begin bal pmt interest principal end bal
1 7/1/2016 $63,296,203 $447,364 $369,228 $78,137 $63,218,067
2 8/1/2016 $63,218,067 $447,364 $368,772 $78,592 $63,139,475
3 9/1/2016 $63,139,475 $447,364 $368,314 $79,051 $63,060,424
4 10/1/2016 $63,060,424 $447,364 $367,852 $79,512 $62,980,912
5 11/1/2016 $62,980,912 $447,364 $367,389 $79,976 $62,900,936
6 12/1/2016 $62,900,936 $447,364 $366,922 $80,442 $62,820,494
7 1/1/2017 $62,820,494 $447,364 $366,453 $80,912 $62,739,582
8 2/1/2017 $62,739,582 $447,364 $365,981 $81,384 $62,658,199
9 3/1/2017 $62,658,199 $447,364 $365,506 $81,858 $62,576,341

10 4/1/2017 $62,576,341 $447,364 $365,029 $82,336 $62,494,005
11 5/1/2017 $62,494,005 $447,364 $364,548 $82,816 $62,411,189
12 6/1/2017 $62,411,189 $447,364 $364,065 $83,299 $62,327,890
13 7/1/2017 $62,327,890 $447,364 $363,579 $83,785 $62,244,105
14 8/1/2017 $62,244,105 $447,364 $363,091 $84,274 $62,159,831
15 9/1/2017 $62,159,831 $447,364 $362,599 $84,765 $62,075,065
16 10/1/2017 $62,075,065 $447,364 $362,105 $85,260 $61,989,806
17 11/1/2017 $61,989,806 $447,364 $361,607 $85,757 $61,904,048
18 12/1/2017 $61,904,048 $447,364 $361,107 $86,257 $61,817,791
19 1/1/2018 $61,817,791 $447,364 $360,604 $86,761 $61,731,030
20 2/1/2018 $61,731,030 $447,364 $360,098 $87,267 $61,643,764
21 3/1/2018 $61,643,764 $447,364 $359,589 $87,776 $61,555,988
22 4/1/2018 $61,555,988 $447,364 $359,077 $88,288 $61,467,700
23 5/1/2018 $61,467,700 $447,364 $358,562 $88,803 $61,378,897
24 6/1/2018 $61,378,897 $447,364 $358,044 $89,321 $61,289,576
25 7/1/2018 $61,289,576 $447,364 $357,523 $89,842 $61,199,735
26 8/1/2018 $61,199,735 $447,364 $356,998 $90,366 $61,109,369
27 9/1/2018 $61,109,369 $447,364 $356,471 $90,893 $61,018,476
28 10/1/2018 $61,018,476 $447,364 $355,941 $91,423 $60,927,052
29 11/1/2018 $60,927,052 $447,364 $355,408 $91,957 $60,835,096
30 12/1/2018 $60,835,096 $447,364 $354,871 $92,493 $60,742,603
31 1/1/2019 $60,742,603 $447,364 $354,332 $93,033 $60,649,570
32 2/1/2019 $60,649,570 $447,364 $353,789 $93,575 $60,555,995
33 3/1/2019 $60,555,995 $447,364 $353,243 $94,121 $60,461,874
34 4/1/2019 $60,461,874 $447,364 $352,694 $94,670 $60,367,204
35 5/1/2019 $60,367,204 $447,364 $352,142 $95,222 $60,271,981
36 6/1/2019 $60,271,981 $447,364 $351,587 $95,778 $60,176,203
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Bethesda Gateway Assemblage
Development Cost Summary - Land at "Ask Price"
Scenario A-1:  128 Lowrise Apartment Units with Above-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 140,961 GSF 1.5  FAR
128 units

1,101 GSF / unit =

Parking 0 below grade garage spaces
134 above ground structured spaces
10 surface spaces

144 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 18 months 1/1/13-6/30/14
Remain. Lease-Up Post-Completion 12 months 7/1/14 - 6/30/15
Constr. Start to Stabilization 66 months

Development Budget

Total Per Unit Per GSF % Notes
Land Cost

Land Cost $6,000,000 $46,875 $43
Land Cost Offsets $0 $0 $0
Subtotal $6,000,000 $46,875 $43

Hard Costs

Site work $2,000,000 $15,625 $14
Building $14,096,100 $110,126 $100 $100/GSF
Building Permits $300,000 $2,344 $2
Parking - Underground Garage $0 $0 $0
Parking - Above Grade Structure $2,010,000 $15,703 $14
Utility Fees $300,000 $2,344 $2
3rd Party Inspectors $300,000 $2,344 $2
Contingency $950,305 $7,424 $7 5% Hard Costs

Subtotal-Hard Costs $19,956,405 $155,909 $142

Soft Costs

Predevelopment Expenses $300,000 $2,344 $2
Architectural & Engineering $704,805 $5,506 $5 $5/GSF
Development Fee $1,012,820 $7,913 $7 5% Hard Costs + A&E
Legal $300,000 $2,344 $2
Real Estate Taxes $185,400 $1,448 $1 1.03% Land $ x 3yrs
Recordation & Transfer Fees $199,564 $1,559 $1 1% Hard Costs
Impact Fees $1,075,200 $8,400 $8 $8,400/unit
Lender Fees $399,128 $3,118 $3 2% Hard Costs
Operating Deficit $0 $0 $0
Contingency $208,846 $1,632 $1 5% Soft Costs

Subtotal-Soft Costs $4,385,763 $34,264 $31

Construction Financing

Construction Loan Interest $3,275,235 $25,588 $23

Total Hard & Soft Costs + Constr. Fin. $27,617,403 $215,761 $196
All-In Dev. Cost Including Land $33,617,403 $262,636 $238

$15,000/struct spc

1.13 spaces/unit
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Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate
Scenario A-1:  128 Lowrise Apartment Units with Above-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.00%

Total Hard Costs + Soft Costs + Land $30,342,168
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $30,042,168

Construction LTC 70%

Total Construction Loan Proceeds $21,029,518

Sponsor Equity Required $9,312,650
Less: Land Contribution Value ($6,000,000)
Additional Sponsor Equity Required $3,312,650

Total Hard/Soft Costs Excl. Land/Predev: $24,042,168

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 60% 30% 0% 100%

Hard & Soft Costs Incurred $0 $2,404,217 $14,425,301 $7,212,650 $0 $24,042,168

Portion Covered By Sponsor Equity $2,404,217 $908,434 $0 $0 $3,312,650
Current Construction Draw $0 $13,516,867 $7,212,650 $0 $20,729,518
Cumulative Draw + Prior Period Interest $0 $13,516,867 $21,675,699 $23,192,997
Gross Interest Expense $0 $946,181 $1,517,299 $811,755 $3,275,235
Income Offsets $0 $0 $0 $0
Net Interest Expense $0 $946,181 $1,517,299 $811,755 $3,275,235

Total Hard/Soft+ Constr. Int, Yrs 1-5 $2,404,217 $15,371,482 $8,729,949 $811,755 $27,317,403
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $27,617,403
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Bethesda Gateway Assemblage
Apartment & Garage Rent Matrix
Scenario A-1:  128 Lowrise Apartment Units with Above-Grade Parking

Market Apartment Rents as of Q1 2010

Market-Rate Units
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 12 9.4% 550 6,600 $1,500 $2.73 $18,000
1BR/1BA 44 34.4% 750 33,000 $2,000 $2.67 $88,000
1BR/1BA/Den 12 9.4% 850 10,200 $2,200 $2.59 $26,400
2BR/2BA 32 25.0% 1,050 33,600 $2,850 $2.71 $91,200
2BR/2BA/Den 12 9.4% 1,250 15,000 $3,100 $2.48 $37,200

112 87.5% 879 98,400 $2,329 $2.65 $260,800

MPDUs
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 2 1.6% 550 1,100 $969 $1.76 $1,938
1BR/1BA 6 4.7% 750 4,500 $1,042 $1.39 $6,250
1BR/1BA/Den 2 1.6% 850 1,700 $1,115 $1.31 $2,229
2BR/2BA 4 3.1% 1,050 4,200 $1,250 $1.19 $5,000
2BR/2BA/Den 2 1.6% 1,250 2,500 $1,323 $1.06 $2,646

16 12.5% 875 14,000 $1,129 $1.29 $18,063

Total/Avg - Apts 128 100.0% 878 112,400 $2,179 $2.48 $278,863

Garage Spaces 134 -- -- -- $75 -- $10,050

Total/Avg 128 -- 878 112,400 $2,254 $2.57 $288,913

Forecast Market Rent Increases
2010 Avg Rent $2,254 $2.57 $288,913
2011 Avg Rent Incr. % 3.00% $2,325 $2.65 $297,580
2012 Avg Rent Incr. % 3.00% $2,395 $2.73 $306,507
2013 Avg Rent Incr. % 3.00% $2,466 $2.81 $315,702
2014 Avg Rent Incr. % 3.00% $2,540 $2.89 $325,174
2015 Avg Rent Incr. % 3.00% $2,617 $2.98 $334,929
2016 Avg Rent Incr. % 3.00% $2,695 $3.07 $344,977
2017 Avg Rent Incr. % 3.00% $2,776 $3.16 $355,326
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Bethesda Gateway Assemblage
Development Proforma - Land at "Ask Price"
Scenario A-1:  128 Lowrise Apartment Units with Above-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     $3,902,083 $4,139,720 $4,263,911 $4,391,829 $4,523,583 $4,659,291 $4,799,070 $4,943,042 $5,091,333 $5,244,073 $5,401,395 $5,563,437 $5,730,340
Vacancy Loss --     --     --     ($2,926,562) ($1,034,930) ($213,196) ($219,591) ($226,179) ($232,965) ($239,953) ($247,152) ($254,567) ($262,204) ($270,070) ($278,172) ($286,517)
Concessions --     --     --     ($234,125) ($248,383) ($88,831) ($91,496) ($94,241) ($97,069) ($99,981) ($102,980) ($106,069) ($109,252) ($112,529) ($115,905) ($119,382)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Effective Rent --     --     --     $741,396 $2,856,407 $3,961,884 $4,080,741 $4,203,163 $4,329,258 $4,459,136 $4,592,910 $4,730,697 $4,872,618 $5,018,796 $5,169,360 $5,324,441

Bad Debt --     --     --     ($7,414) ($28,564) ($39,619) ($40,807) ($42,032) ($43,293) ($44,591) ($45,929) ($47,307) ($48,726) ($50,188) ($51,694) ($53,244)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Rental Income --     --     --     $733,982 $2,827,842 $3,922,265 $4,039,933 $4,161,131 $4,285,965 $4,414,544 $4,546,980 $4,683,390 $4,823,892 $4,968,608 $5,117,667 $5,271,197

Other Income --     --     --     $6,400 $57,600 $75,149 $77,403 $79,725 $82,117 $84,581 $87,118 $89,732 $92,424 $95,196 $98,052 $100,994
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     $740,382 $2,885,442 $3,997,414 $4,117,337 $4,240,857 $4,368,082 $4,499,125 $4,634,099 $4,773,122 $4,916,315 $5,063,805 $5,215,719 $5,372,190

Operating Expenses
Payroll --     --     --     ($140,800) ($281,600) ($290,048) ($298,749) ($307,712) ($316,943) ($326,452) ($336,245) ($346,332) ($356,722) ($367,424) ($378,447) ($389,800)
Administrative --     --     --     ($35,200) ($70,400) ($72,512) ($74,687) ($76,928) ($79,236) ($81,613) ($84,061) ($86,583) ($89,181) ($91,856) ($94,612) ($97,450)
Advertising --     --     --     ($24,640) ($49,280) ($50,758) ($52,281) ($53,850) ($55,465) ($57,129) ($58,843) ($60,608) ($62,426) ($64,299) ($66,228) ($68,215)
Repairs & Maintenance --     --     --     ($49,280) ($98,560) ($101,517) ($104,562) ($107,699) ($110,930) ($114,258) ($117,686) ($121,216) ($124,853) ($128,598) ($132,456) ($136,430)
Contract Services --     --     --     ($28,160) ($56,320) ($58,010) ($59,750) ($61,542) ($63,389) ($65,290) ($67,249) ($69,266) ($71,344) ($73,485) ($75,689) ($77,960)
Utilities --     --     --     ($42,240) ($84,480) ($87,014) ($89,625) ($92,314) ($95,083) ($97,935) ($100,874) ($103,900) ($107,017) ($110,227) ($113,534) ($116,940)
Management Fees --     --     --     ($22,019) ($84,835) ($117,668) ($121,198) ($124,834) ($128,579) ($132,436) ($136,409) ($140,502) ($144,717) ($149,058) ($153,530) ($158,136)
Insurance --     --     --     ($21,120) ($42,240) ($43,507) ($44,812) ($46,157) ($47,541) ($48,968) ($50,437) ($51,950) ($53,508) ($55,114) ($56,767) ($58,470)
Real Estate Taxes --     --     --     ($198,000) ($397,286) ($409,204) ($421,480) ($434,125) ($447,149) ($460,563) ($474,380) ($488,611) ($503,270) ($518,368) ($533,919) ($549,936)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     ($561,459) ($1,165,001) ($1,230,239) ($1,267,146) ($1,305,160) ($1,344,315) ($1,384,644) ($1,426,184) ($1,468,969) ($1,513,038) ($1,558,430) ($1,605,182) ($1,653,338)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     $178,922 $1,720,441 $2,767,175 $2,850,191 $2,935,696 $3,023,767 $3,114,480 $3,207,915 $3,304,152 $3,403,277 $3,505,375 $3,610,536 $3,718,852

Repair Reserves --     --     --     ($19,200) ($38,400) ($39,552) ($40,739) ($41,961) ($43,220) ($44,516) ($45,852) ($47,227) ($48,644) ($50,103) ($51,606) ($53,155)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     $159,722 $1,682,041 $2,727,623 $2,809,452 $2,893,736 $2,980,548 $3,069,964 $3,162,063 $3,256,925 $3,354,633 $3,455,272 $3,558,930 $3,665,698

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition ($6,000,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($2,404,217) ($15,371,482) ($8,729,949) ($811,755) --     --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $45,555,942

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow ($5,963,000) ($2,067,217) ($15,371,482) ($8,570,227) $870,287 $2,727,623 $2,809,452 $2,893,736 $2,980,548 $3,069,964 $3,162,063 $3,256,925 $3,354,633 $3,455,272 $49,114,872

Constr. Loan Draws --     $0 $13,516,867 $7,212,650 $0 --     --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $946,181 $1,517,299 $811,755 --     --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     ($24,004,752) --     --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceeds --     --     --     --     $31,308,614 --     --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     ($1,137,642.17) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284) ($2,275,284)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($26,117,493)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow ($5,963,000) ($2,067,217) ($908,434) $159,722 $7,848,261 $452,339 $534,168 $618,451 $705,263 $794,680 $886,779 $981,641 $1,079,348 $1,179,987 $20,722,095

Unlevered IRR 9.31%
Unlevered Return on Cost 2.7% 8.5% 8.8% 9.1% 9.3% 9.6% 9.9% 10.2% 10.5% 10.8%
Levered IRR 16.78%
Levered Cash-On-Cash 89.4% 5.2% 6.1% 7.0% 8.0% 9.1% 10.1% 11.2% 12.3% 13.4%

April 29, 2010



Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario A-1:  128 Lowrise Apartment Units with Above-Grade Parking

(full 30-year schedule not shown to save paper)

Stabilized NOI $2,767,175
Cap Rate 7.00%
Refi Value $39,531,078
LTV 80%
Loan Amt $31,624,862
Int Rate 6.00%
Amort Yrs 30
Constant Pmt $189,607 $2,275,284

begin period begin bal pmt interest principal end bal
1 7/1/2015 $31,624,862 $189,607 $158,124 $31,483 $31,593,380
2 8/1/2015 $31,593,380 $189,607 $157,967 $31,640 $31,561,740
3 9/1/2015 $31,561,740 $189,607 $157,809 $31,798 $31,529,941
4 10/1/2015 $31,529,941 $189,607 $157,650 $31,957 $31,497,984
5 11/1/2015 $31,497,984 $189,607 $157,490 $32,117 $31,465,867
6 12/1/2015 $31,465,867 $189,607 $157,329 $32,278 $31,433,589
7 1/1/2016 $31,433,589 $189,607 $157,168 $32,439 $31,401,150
8 2/1/2016 $31,401,150 $189,607 $157,006 $32,601 $31,368,549
9 3/1/2016 $31,368,549 $189,607 $156,843 $32,764 $31,335,785

10 4/1/2016 $31,335,785 $189,607 $156,679 $32,928 $31,302,856
11 5/1/2016 $31,302,856 $189,607 $156,514 $33,093 $31,269,764
12 6/1/2016 $31,269,764 $189,607 $156,349 $33,258 $31,236,505
13 7/1/2016 $31,236,505 $189,607 $156,183 $33,425 $31,203,081
14 8/1/2016 $31,203,081 $189,607 $156,015 $33,592 $31,169,489
15 9/1/2016 $31,169,489 $189,607 $155,847 $33,760 $31,135,730
16 10/1/2016 $31,135,730 $189,607 $155,679 $33,928 $31,101,801
17 11/1/2016 $31,101,801 $189,607 $155,509 $34,098 $31,067,703
18 12/1/2016 $31,067,703 $189,607 $155,339 $34,269 $31,033,435
19 1/1/2017 $31,033,435 $189,607 $155,167 $34,440 $30,998,995
20 2/1/2017 $30,998,995 $189,607 $154,995 $34,612 $30,964,383
21 3/1/2017 $30,964,383 $189,607 $154,822 $34,785 $30,929,598
22 4/1/2017 $30,929,598 $189,607 $154,648 $34,959 $30,894,639
23 5/1/2017 $30,894,639 $189,607 $154,473 $35,134 $30,859,505
24 6/1/2017 $30,859,505 $189,607 $154,298 $35,310 $30,824,195
25 7/1/2017 $30,824,195 $189,607 $154,121 $35,486 $30,788,709
26 8/1/2017 $30,788,709 $189,607 $153,944 $35,663 $30,753,046
27 9/1/2017 $30,753,046 $189,607 $153,765 $35,842 $30,717,204
28 10/1/2017 $30,717,204 $189,607 $153,586 $36,021 $30,681,183
29 11/1/2017 $30,681,183 $189,607 $153,406 $36,201 $30,644,982
30 12/1/2017 $30,644,982 $189,607 $153,225 $36,382 $30,608,600
31 1/1/2018 $30,608,600 $189,607 $153,043 $36,564 $30,572,036
32 2/1/2018 $30,572,036 $189,607 $152,860 $36,747 $30,535,289
33 3/1/2018 $30,535,289 $189,607 $152,676 $36,931 $30,498,358
34 4/1/2018 $30,498,358 $189,607 $152,492 $37,115 $30,461,243
35 5/1/2018 $30,461,243 $189,607 $152,306 $37,301 $30,423,942
36 6/1/2018 $30,423,942 $189,607 $152,120 $37,487 $30,386,455

April 29, 2010



Bethesda Gateway Assemblage
Development Cost Summary - Land at "Ask Price"
Scenario A-2:  150 Lowrise Apartment Units with Above-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 165,000 GSF 1.8  FAR
150 units

1,100 GSF / unit =

Parking 0 below grade garage spaces
159 above ground structured spaces
10 surface spaces

169 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 18 months 1/1/13-6/30/14
Remain. Lease-Up Post-Completion 12 months 7/1/14 - 6/30/15
Constr. Start to Stabilization 66 months

Development Budget

Total Per Unit Per GSF % Notes
Land Cost

Land Cost $6,000,000 $40,000 $36
Land Cost Offsets $0 $0 $0
Subtotal $6,000,000 $40,000 $36

Hard Costs

Site work $2,000,000 $13,333 $12
Building $16,500,000 $110,000 $100 $100/GSF
Building Permits $300,000 $2,000 $2
Parking - Underground Garage $0 $0 $0
Parking - Above Grade Structure $2,385,000 $15,900 $14
Utility Fees $300,000 $2,000 $2
3rd Party Inspectors $300,000 $2,000 $2
Contingency $1,089,250 $7,262 $7 5% Hard Costs

Subtotal-Hard Costs $22,874,250 $152,495 $139

Soft Costs

Predevelopment Expenses $300,000 $2,000 $2
Architectural & Engineering $825,000 $5,500 $5 $5/GSF
Development Fee $1,158,713 $7,725 $7 5% Hard Costs + A&E
Legal $300,000 $2,000 $2
Real Estate Taxes $185,400 $1,236 $1 1.03% Land $ x 3yrs
Recordation & Transfer Fees $228,743 $1,525 $1 1% Hard Costs
Impact Fees $1,260,000 $8,400 $8 $8,400/unit
Lender Fees $457,485 $3,050 $3 2% Hard Costs
Operating Deficit $0 $0 $0
Contingency $235,767 $1,572 $1 5% Soft Costs

Subtotal-Soft Costs $4,951,107 $33,007 $30

Construction Financing

Construction Loan Interest $3,645,231 $24,302 $22

Total Hard & Soft Costs + Constr. Fin. $31,470,588 $209,804 $191
All-In Dev. Cost Including Land $37,470,588 $249,804 $227

$15,000/struct spc

1.13 spaces/unit

April 29, 2010
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Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate - Land at "Ask Price"
Scenario A-2:  150 Lowrise Apartment Units with Above-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.00%

Total Hard Costs + Soft Costs + Land $33,825,357
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $33,525,357

Construction LTC 70%

Total Construction Loan Proceeds $23,467,750

Sponsor Equity Required $10,357,607
Less: Land Contribution Value ($6,000,000)
Additional Sponsor Equity Required $4,357,607

Total Hard/Soft Costs Excl. Land/Predev: $27,525,357

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 60% 30% 0% 100%

Hard & Soft Costs Incurred $0 $2,752,536 $16,515,214 $8,257,607 $0 $27,525,357

Portion Covered By Sponsor Equity $2,752,536 $1,605,071 $0 $0 $4,357,607
Current Construction Draw $0 $14,910,143 $8,257,607 $0 $23,167,750
Cumulative Draw + Prior Period Interest $0 $14,910,143 $24,211,460 $25,906,262
Gross Interest Expense $0 $1,043,710 $1,694,802 $906,719 $3,645,231
Income Offsets $0 $0 $0 $0
Net Interest Expense $0 $1,043,710 $1,694,802 $906,719 $3,645,231

Total Hard/Soft+ Constr. Int, Yrs 1-5 $2,752,536 $17,558,924 $9,952,409 $906,719 $31,170,588
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $31,470,588

April 29, 2010



Bethesda Gateway Assemblage
Apartment & Garage Rent Matrix
Scenario A-2:  150 Lowrise Apartment Units with Above-Grade Parking

Market Apartment Rents as of Q1 2010

Market-Rate Units
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 14 9.3% 550 7,700 $1,500 $2.73 $21,000
1BR/1BA 52 34.7% 750 39,000 $2,000 $2.67 $104,000
1BR/1BA/Den 14 9.3% 850 11,900 $2,200 $2.59 $30,800
2BR/2BA 38 25.3% 1,050 39,900 $2,850 $2.71 $108,300
2BR/2BA/Den 13 8.7% 1,250 16,250 $3,100 $2.48 $40,300

131 87.3% 876 114,750 $2,324 $2.65 $304,400

MPDUs
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 2 1.3% 550 1,100 $969 $1.76 $1,938
1BR/1BA 7 4.7% 750 5,250 $1,042 $1.39 $7,292
1BR/1BA/Den 3 2.0% 850 2,550 $1,115 $1.31 $3,344
2BR/2BA 5 3.3% 1,050 5,250 $1,250 $1.19 $6,250
2BR/2BA/Den 2 1.3% 1,250 2,500 $1,323 $1.06 $2,646

19 12.7% 876 16,650 $1,130 $1.29 $21,469

Total/Avg - Apts 150 100.0% 876 131,400 $2,172 $2.48 $325,869

Garage Spaces 159 -- -- -- $75 -- $11,925

Total/Avg 150 -- 876 131,400 $2,247 $2.57 $337,794

Forecast Market Rent Increases
2010 Avg Rent $2,247 $2.57 $337,794
2011 Avg Rent Incr. % 3.00% $2,320 $2.65 $347,928
2012 Avg Rent Incr. % 3.00% $2,389 $2.73 $358,365
2013 Avg Rent Incr. % 3.00% $2,461 $2.81 $369,116
2014 Avg Rent Incr. % 3.00% $2,535 $2.89 $380,190
2015 Avg Rent Incr. % 3.00% $2,611 $2.98 $391,596
2016 Avg Rent Incr. % 3.00% $2,689 $3.07 $403,343
2017 Avg Rent Incr. % 3.00% $2,770 $3.16 $415,444

April 29, 2010



Bethesda Gateway Assemblage
Development Proforma - Land at "Ask Price"
Scenario A-2:  150 Lowrise Apartment Units with Above-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     $4,562,278 $4,840,121 $4,985,324 $5,134,884 $5,288,931 $5,447,599 $5,611,027 $5,779,357 $5,952,738 $6,131,320 $6,315,260 $6,504,718 $6,699,859
Vacancy Loss --     --     --     ($3,421,709) ($1,210,030) ($249,266) ($256,744) ($264,447) ($272,380) ($280,551) ($288,968) ($297,637) ($306,566) ($315,763) ($325,236) ($334,993)
Concessions --     --     --     ($273,737) ($290,407) ($103,861) ($106,977) ($110,186) ($113,492) ($116,896) ($120,403) ($124,015) ($127,736) ($131,568) ($135,515) ($139,580)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Effective Rent --     --     --     $866,833 $3,339,683 $4,632,197 $4,771,163 $4,914,298 $5,061,727 $5,213,579 $5,369,986 $5,531,086 $5,697,018 $5,867,929 $6,043,967 $6,225,286

Bad Debt --     --     --     ($8,668) ($33,397) ($46,322) ($47,712) ($49,143) ($50,617) ($52,136) ($53,700) ($55,311) ($56,970) ($58,679) ($60,440) ($62,253)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Rental Income --     --     --     $858,165 $3,306,287 $4,585,875 $4,723,452 $4,865,155 $5,011,110 $5,161,443 $5,316,286 $5,475,775 $5,640,048 $5,809,250 $5,983,527 $6,163,033

Other Income --     --     --     $7,500 $67,500 $88,065 $90,707 $93,428 $96,231 $99,118 $102,091 $105,154 $108,309 $111,558 $114,905 $118,352
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     $865,665 $3,373,787 $4,673,940 $4,814,159 $4,958,583 $5,107,341 $5,260,561 $5,418,378 $5,580,929 $5,748,357 $5,920,808 $6,098,432 $6,281,385

Operating Expenses
Payroll --     --     --     ($165,000) ($330,000) ($339,900) ($350,097) ($360,600) ($371,418) ($382,560) ($394,037) ($405,858) ($418,034) ($430,575) ($443,492) ($456,797)
Administrative --     --     --     ($41,250) ($82,500) ($84,975) ($87,524) ($90,150) ($92,854) ($95,640) ($98,509) ($101,465) ($104,509) ($107,644) ($110,873) ($114,199)
Advertising --     --     --     ($28,875) ($57,750) ($59,483) ($61,267) ($63,105) ($64,998) ($66,948) ($68,957) ($71,025) ($73,156) ($75,351) ($77,611) ($79,940)
Repairs & Maintenance --     --     --     ($57,750) ($115,500) ($118,965) ($122,534) ($126,210) ($129,996) ($133,896) ($137,913) ($142,050) ($146,312) ($150,701) ($155,222) ($159,879)
Contract Services --     --     --     ($33,000) ($66,000) ($67,980) ($70,019) ($72,120) ($74,284) ($76,512) ($78,807) ($81,172) ($83,607) ($86,115) ($88,698) ($91,359)
Utilities --     --     --     ($49,500) ($99,000) ($101,970) ($105,029) ($108,180) ($111,425) ($114,768) ($118,211) ($121,758) ($125,410) ($129,173) ($133,048) ($137,039)
Management Fees --     --     --     ($25,745) ($99,189) ($137,576) ($141,704) ($145,955) ($150,333) ($154,843) ($159,489) ($164,273) ($169,201) ($174,277) ($179,506) ($184,891)
Insurance --     --     --     ($24,750) ($49,500) ($50,985) ($52,515) ($54,090) ($55,713) ($57,384) ($59,106) ($60,879) ($62,705) ($64,586) ($66,524) ($68,520)
Real Estate Taxes --     --     --     ($234,667) ($470,857) ($484,983) ($499,532) ($514,518) ($529,954) ($545,852) ($562,228) ($579,095) ($596,468) ($614,362) ($632,793) ($651,776)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     ($660,537) ($1,370,296) ($1,446,817) ($1,490,221) ($1,534,928) ($1,580,976) ($1,628,405) ($1,677,257) ($1,727,575) ($1,779,402) ($1,832,784) ($1,887,768) ($1,944,401)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     $205,128 $2,003,491 $3,227,124 $3,323,937 $3,423,656 $3,526,365 $3,632,156 $3,741,121 $3,853,354 $3,968,955 $4,088,024 $4,210,664 $4,336,984

Repair Reserves --     --     --     ($22,500) ($45,000) ($46,350) ($47,741) ($49,173) ($50,648) ($52,167) ($53,732) ($55,344) ($57,005) ($58,715) ($60,476) ($62,291)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     $182,628 $1,958,491 $3,180,774 $3,276,197 $3,374,483 $3,475,717 $3,579,989 $3,687,389 $3,798,010 $3,911,950 $4,029,309 $4,150,188 $4,274,694

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition ($6,000,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($2,752,536) ($17,558,924) ($9,952,409) ($906,719) --     --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $53,128,059

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow ($5,963,000) ($2,415,536) ($17,558,924) ($9,769,781) $1,051,772 $3,180,774 $3,276,197 $3,374,483 $3,475,717 $3,579,989 $3,687,389 $3,798,010 $3,911,950 $4,029,309 $57,278,247

Constr. Loan Draws --     $0 $14,910,143 $8,257,607 $0 --     --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $1,043,710 $1,694,802 $906,719 --     --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     ($26,812,981) --     --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceeds --     --     --     --     $36,512,600 --     --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     ($1,326,736.27) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473) ($2,653,473)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($30,458,633)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow ($5,963,000) ($2,415,536) ($1,605,071) $182,628 $10,331,373 $527,301 $622,724 $721,010 $822,245 $926,516 $1,033,916 $1,144,538 $1,258,478 $1,375,836 $24,166,142

Unlevered IRR 9.86%
Unlevered Return on Cost 2.9% 8.9% 9.2% 9.5% 9.7% 10.0% 10.3% 10.6% 11.0% 11.3%
Levered IRR 18.91%
Levered Cash-On-Cash 105.4% 5.4% 6.4% 7.4% 8.4% 9.5% 10.5% 11.7% 12.8% 14.0%

April 29, 2010



Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario A-2:  150 Lowrise Apartment Units with Above-Grade Parking

(full 30-year schedule not shown to save paper)

Stabilized NOI $3,227,124
Cap Rate 7.00%
Refi Value $46,101,767
LTV 80%
Loan Amt $36,881,414
Int Rate 6.00%
Amort Yrs 30
Constant Pmt $221,123 $2,653,473

begin period begin bal pmt interest principal end bal
1 7/1/2015 $36,881,414 $221,123 $184,407 $36,716 $36,844,698
2 8/1/2015 $36,844,698 $221,123 $184,223 $36,899 $36,807,799
3 9/1/2015 $36,807,799 $221,123 $184,039 $37,084 $36,770,715
4 10/1/2015 $36,770,715 $221,123 $183,854 $37,269 $36,733,446
5 11/1/2015 $36,733,446 $221,123 $183,667 $37,455 $36,695,991
6 12/1/2015 $36,695,991 $221,123 $183,480 $37,643 $36,658,348
7 1/1/2016 $36,658,348 $221,123 $183,292 $37,831 $36,620,517
8 2/1/2016 $36,620,517 $221,123 $183,103 $38,020 $36,582,497
9 3/1/2016 $36,582,497 $221,123 $182,912 $38,210 $36,544,287

10 4/1/2016 $36,544,287 $221,123 $182,721 $38,401 $36,505,885
11 5/1/2016 $36,505,885 $221,123 $182,529 $38,593 $36,467,292
12 6/1/2016 $36,467,292 $221,123 $182,336 $38,786 $36,428,506
13 7/1/2016 $36,428,506 $221,123 $182,143 $38,980 $36,389,526
14 8/1/2016 $36,389,526 $221,123 $181,948 $39,175 $36,350,351
15 9/1/2016 $36,350,351 $221,123 $181,752 $39,371 $36,310,980
16 10/1/2016 $36,310,980 $221,123 $181,555 $39,568 $36,271,412
17 11/1/2016 $36,271,412 $221,123 $181,357 $39,766 $36,231,646
18 12/1/2016 $36,231,646 $221,123 $181,158 $39,964 $36,191,682
19 1/1/2017 $36,191,682 $221,123 $180,958 $40,164 $36,151,517
20 2/1/2017 $36,151,517 $221,123 $180,758 $40,365 $36,111,152
21 3/1/2017 $36,111,152 $221,123 $180,556 $40,567 $36,070,585
22 4/1/2017 $36,070,585 $221,123 $180,353 $40,770 $36,029,816
23 5/1/2017 $36,029,816 $221,123 $180,149 $40,974 $35,988,842
24 6/1/2017 $35,988,842 $221,123 $179,944 $41,179 $35,947,663
25 7/1/2017 $35,947,663 $221,123 $179,738 $41,384 $35,906,279
26 8/1/2017 $35,906,279 $221,123 $179,531 $41,591 $35,864,688
27 9/1/2017 $35,864,688 $221,123 $179,323 $41,799 $35,822,888
28 10/1/2017 $35,822,888 $221,123 $179,114 $42,008 $35,780,880
29 11/1/2017 $35,780,880 $221,123 $178,904 $42,218 $35,738,662
30 12/1/2017 $35,738,662 $221,123 $178,693 $42,429 $35,696,232
31 1/1/2018 $35,696,232 $221,123 $178,481 $42,642 $35,653,591
32 2/1/2018 $35,653,591 $221,123 $178,268 $42,855 $35,610,736
33 3/1/2018 $35,610,736 $221,123 $178,054 $43,069 $35,567,667
34 4/1/2018 $35,567,667 $221,123 $177,838 $43,284 $35,524,383
35 5/1/2018 $35,524,383 $221,123 $177,622 $43,501 $35,480,882
36 6/1/2018 $35,480,882 $221,123 $177,404 $43,718 $35,437,164
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Bethesda Gateway Assemblage
Development Cost Summary - Land at "Ask Price"
Scenario A-3:  256 Highrise Apartment Units with Above & Below-Grade Parking

Project Overview

Land Area  (Four Parcels) 55,403 SF 1.27  acres
93,974 SF w/ Dedications

Building Size 281,922 GSF 3.0  FAR
256 units

1,101 GSF / unit =

Parking 215 below grade garage spaces
63 above ground structured spaces
10 surface spaces

288 total spaces

Development Schedule

Initial Approvals/Planning 24 months 1/1/10-12/31/11
Preconstruction/Design/Site Plan 12 months 1/1/12-12/31/12
Construction 24 months 1/1/13-12/31/14
Remain. Lease-Up Post-Completion 24 months 1/1/15 - 12/31/16
Constr. Start to Stabilization 84 months

Development Budget

Total Per Unit Per GSF % Notes
Land Cost

Land Cost $6,000,000 $23,438 $21
Land Cost Offsets $0 $0 $0
Subtotal $6,000,000 $23,438 $21

Hard Costs

Site work $2,500,000 $9,766 $9
Building $45,107,520 $176,201 $160 $160/GSF
Building Permits $600,000 $2,344 $2
Parking - Underground Garage $7,525,000 $29,395 $27
Parking - Above Grade Structure $945,000 $3,691 $3
Utility Fees $600,000 $2,344 $2
3rd Party Inspectors $600,000 $2,344 $2
Contingency $2,893,876 $11,304 $10 5% Hard Costs

Subtotal-Hard Costs $60,771,396 $237,388 $216

Soft Costs

Predevelopment Expenses $300,000 $1,172 $1
Architectural & Engineering $1,409,610 $5,506 $5 $5/GSF
Development Fee $3,053,570 $11,928 $11 5% Hard Costs + A&E
Legal $500,000 $1,953 $2
Real Estate Taxes $247,200 $966 $1 1.03% Land $ x 4yrs
Recordation & Transfer Fees $607,714 $2,374 $2 1% Hard Costs
Impact Fees $2,150,400 $8,400 $8 $8,400/unit
Lender Fees $1,215,428 $4,748 $4 2% Hard Costs
Operating Deficit $770,729 $3,011 $3
Contingency $512,733 $2,003 $2 5% Soft Costs

Subtotal-Soft Costs $10,767,384 $42,060 $38

Construction Financing

Construction Loan Interest $13,961,591 $54,537 $50

Total Hard & Soft Costs + Constr. Fin. $85,500,371 $333,986 $303
All-In Dev. Cost Including Land $91,500,371 $357,423 $325

$15,000/struct spc

1.13 spaces/unit

April 29, 2010
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Bethesda Gateway Assemblage
Development Cost Timing & Construction Interest Estimate - Land at "Ask Price"
Scenario A-3:  256 Highrise Apartment Units with Above & Below-Grade Parking

Construction Loan Detail

Construction Loan Interest Rate 7.00%

Total Hard Costs + Soft Costs + Land $77,538,780
Less:  Predevelopment Expenses ($300,000)
Adjusted HC, SC, & Land $77,238,780

Construction LTC 70%

Total Construction Loan Proceeds $54,067,146

Sponsor Equity Required $23,471,634
Less: Land Contribution Value ($6,000,000)
Additional Sponsor Equity Required $17,471,634

Ttl Hard/Soft Costs Excl. Land/Predev: $71,238,780

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5
2010-2011 2012 2013 2014 2015 2016 Total

Predevelopment Expenses $300,000 $300,000

% of Hard/Soft Costs Spent 0% 10% 45% 45% 0% 0% 100%

Hard & Soft Costs Incurred $0 $7,123,878 $32,057,451 $32,057,451 $0 $0 $71,238,780

Portion Covered By Sponsor Equity $7,123,878 $10,347,756 $0 $0 $0 $17,471,634
Current Construction Draw $0 $21,709,695 $32,057,451 $0 $0 $53,767,146
Cumulative Draw + Prior Pd Interest $0 $21,709,695 $55,286,824 $59,156,902 $63,297,885
Gross Interest Expense $0 $1,519,679 $3,870,078 $4,140,983 $4,430,852 $13,961,591
Income Offsets $0 $0 $0 $0 $0
Net Interest Expense $0 $1,519,679 $3,870,078 $4,140,983 $4,430,852 $13,961,591

Total Hard/Soft+ Constr. Int, Yrs 1-5 $7,123,878 $33,577,130 $35,927,529 $4,140,983 $4,430,852 $85,200,371
Plus: Predevelopment Expenses $300,000
Total Hard/Soft+ Constr. Interest $85,500,371

April 29, 2010



Bethesda Gateway Assemblage
Apartment & Garage Rent Matrix
Scenario A-3:  256 Highrise Apartment Units with Above & Below-Grade Parking

Market Apartment Rents as of Q1 2010

Market-Rate Units
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 24 9.4% 550 13,200 $1,575 $2.86 $37,800
1BR/1BA 84 32.8% 750 63,000 $2,075 $2.77 $174,300
1BR/1BA/Den 24 9.4% 850 20,400 $2,275 $2.68 $54,600
2BR/2BA 63 24.6% 1,050 66,150 $2,950 $2.81 $185,850
2BR/2BA/Den 22 8.6% 1,250 27,500 $3,200 $2.56 $70,400

217 84.8% 877 190,250 $2,410 $2.75 $522,950

MPDUs
Type   #    %  Avg Net SF Ttl NSF Rent/Mo. Rent/NSF Ttl Rent
Efficiency 4 1.6% 550 2,200 $1,052 $1.91 $4,208
1BR/1BA 15 5.9% 750 11,250 $1,125 $1.50 $16,875
1BR/1BA/Den 5 2.0% 850 4,250 $1,198 $1.41 $5,990
2BR/2BA 11 4.3% 1,050 11,550 $1,344 $1.28 $14,781
2BR/2BA/Den 4 1.6% 1,250 5,000 $1,422 $1.14 $5,688

39 15.2% 878 34,250 $1,219 $1.39 $47,542

Total/Avg - Apts 256 100.0% 877 224,500 $2,228 $2.54 $570,492

Garage Spaces 278 -- -- -- $75 -- $20,850

Total/Avg 256 -- 877 224,500 $2,303 $2.63 $591,342

Forecast Market Rent Increases
2010 Avg Rent $2,303 $2.63 $591,342
2011 Avg Rent Incr. % 3.00% $2,379 $2.71 $609,082
2012 Avg Rent Incr. % 3.00% $2,451 $2.79 $627,354
2013 Avg Rent Incr. % 3.00% $2,524 $2.88 $646,175
2014 Avg Rent Incr. % 3.00% $2,600 $2.96 $665,560
2015 Avg Rent Incr. % 3.00% $2,678 $3.05 $685,527
2016 Avg Rent Incr. % 3.00% $2,758 $3.15 $706,093
2017 Avg Rent Incr. % 3.00% $2,841 $3.24 $727,276
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Bethesda Gateway Assemblage
Development Proforma - Land at "Ask Price"
Scenario A-3:  256 Highrise Apartment Units with Above & Below-Grade Parking

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15
2010-2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Revenue
Gross Potential Rent --     --     --     --     $8,226,325 $8,473,115 $8,727,308 $8,989,127 $9,258,801 $9,536,565 $9,822,662 $10,117,342 $10,420,862 $10,733,488 $11,055,493 $11,387,157
Vacancy Loss --     --     --     --     ($6,169,744) ($2,541,934) ($436,365) ($449,456) ($462,940) ($476,828) ($491,133) ($505,867) ($521,043) ($536,674) ($552,775) ($569,358)
Concessions --     --     --     --     ($493,579) ($508,387) ($181,819) ($187,273) ($192,892) ($198,678) ($204,639) ($210,778) ($217,101) ($223,614) ($230,323) ($237,232)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Effective Rent --     --     --     --     $1,563,002 $5,422,793 $8,109,124 $8,352,397 $8,602,969 $8,861,058 $9,126,890 $9,400,697 $9,682,718 $9,973,199 $10,272,395 $10,580,567

Bad Debt --     --     --     --     ($15,630) ($54,228) ($81,091) ($83,524) ($86,030) ($88,611) ($91,269) ($94,007) ($96,827) ($99,732) ($102,724) ($105,806)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Rental Income --     --     --     --     $1,547,372 $5,368,565 $8,028,032 $8,268,873 $8,516,940 $8,772,448 $9,035,621 $9,306,690 $9,585,891 $9,873,467 $10,169,671 $10,474,761

Other Income --     --     --     --     $51,200 $147,661 $206,409 $212,601 $218,979 $225,548 $232,315 $239,284 $246,463 $253,857 $261,472 $269,317
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Effective Gross Revenue --     --     --     --     $1,598,572 $5,516,226 $8,234,441 $8,481,474 $8,735,919 $8,997,996 $9,267,936 $9,545,974 $9,832,353 $10,127,324 $10,431,144 $10,744,078

Operating Expenses
Payroll --     --     --     --     ($563,200) ($580,096) ($597,499) ($615,424) ($633,887) ($652,903) ($672,490) ($692,665) ($713,445) ($734,848) ($756,894) ($779,601)
Administrative --     --     --     --     ($140,800) ($145,024) ($149,375) ($153,856) ($158,472) ($163,226) ($168,123) ($173,166) ($178,361) ($183,712) ($189,223) ($194,900)
Advertising --     --     --     --     ($98,560) ($101,517) ($104,562) ($107,699) ($110,930) ($114,258) ($117,686) ($121,216) ($124,853) ($128,598) ($132,456) ($136,430)
Repairs & Maintenance --     --     --     --     ($253,440) ($261,043) ($268,874) ($276,941) ($285,249) ($293,806) ($302,621) ($311,699) ($321,050) ($330,682) ($340,602) ($350,820)
Contract Services --     --     --     --     ($112,640) ($116,019) ($119,500) ($123,085) ($126,777) ($130,581) ($134,498) ($138,533) ($142,689) ($146,970) ($151,379) ($155,920)
Utilities --     --     --     --     ($168,960) ($174,029) ($179,250) ($184,627) ($190,166) ($195,871) ($201,747) ($207,799) ($214,033) ($220,454) ($227,068) ($233,880)
Management Fees --     --     --     --     ($46,421) ($161,057) ($240,841) ($248,066) ($255,508) ($263,173) ($271,069) ($279,201) ($287,577) ($296,204) ($305,090) ($314,243)
Insurance --     --     --     --     ($84,480) ($87,014) ($89,625) ($92,314) ($95,083) ($97,935) ($100,874) ($103,900) ($107,017) ($110,227) ($113,534) ($116,940)
Real Estate Taxes --     --     --     --     ($824,000) ($848,720) ($874,182) ($900,407) ($927,419) ($955,242) ($983,899) ($1,013,416) ($1,043,819) ($1,075,133) ($1,107,387) ($1,140,609)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Total Operating Expenses --     --     --     --     ($2,292,501) ($2,474,519) ($2,623,707) ($2,702,418) ($2,783,491) ($2,866,996) ($2,953,006) ($3,041,596) ($3,132,844) ($3,226,829) ($3,323,634) ($3,423,343)

________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
Net Operating Income --     --     --     --     ($693,929) $3,041,707 $5,610,734 $5,779,056 $5,952,428 $6,131,000 $6,314,930 $6,504,378 $6,699,510 $6,900,495 $7,107,510 $7,320,735

Repair Reserves --     --     --     --     ($76,800) ($79,104) ($81,477) ($83,921) ($86,439) ($89,032) ($91,703) ($94,454) ($97,288) ($100,207) ($103,213) ($106,309)
________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________

Net Operating Cash Flow --     --     --     --     ($770,729) $2,962,603 $5,529,257 $5,695,134 $5,865,988 $6,041,968 $6,223,227 $6,409,924 $6,602,222 $6,800,288 $7,004,297 $7,214,426

Investment Analysis

Predev. Expenditures ($300,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Acquisition ($6,000,000) --     --     --     --     --     --     --     --     --     --     --     --     --     --     
Land Income $337,000 $337,000 --     --     --     --     --     --     --     --     --     --     --     --     --     
Development Costs --     ($7,123,878) ($33,577,130) ($35,927,529) ($4,140,983) ($4,430,852) --     --     --     --     --     --     --     --     --     
Net Disposition Proceeds --     --     --     --     --     --     --     --     --     --     --     --     --     --     $89,679,005

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Unlevered Cash Flow ($5,963,000) ($6,786,878) ($33,577,130) ($35,927,529) ($4,911,713) ($1,468,249) $5,529,257 $5,695,134 $5,865,988 $6,041,968 $6,223,227 $6,409,924 $6,602,222 $6,800,288 $96,683,302

Constr. Loan Draws --     $0 $21,709,695 $32,057,451 $0 $0 --     --     --     --     --     --     --     --     --     
Deferred Interest Expense --     $0 $1,519,679 $3,870,078 $4,140,983 $4,430,852 --     --     --     --     --     --     --     --     --     
Construction Loan Payoff --     --     --     --     --     ($67,728,737) --     --     --     --     --     --     --     --     --     
Permanent Loan Net Proceeds --     --     --     --     --     $63,481,446 --     --     --     --     --     --     --     --     --     
Permanent Loan Debt Service --     --     --     --     --     --     ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374) ($4,613,374)
Permanent Loan Payoff --     --     --     --     --     --     --     --     --     --     --     --     --     --     ($55,010,949)

_________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________ _________
Levered Cash Flow ($5,963,000) ($6,786,878) ($10,347,756) $0 ($770,729) ($1,284,689) $915,883 $1,081,761 $1,252,615 $1,428,594 $1,609,853 $1,796,550 $1,988,848 $2,186,915 $37,058,979

Unlevered IRR 5.08%
Unlevered Return on Cost -1.7% 6.3% 6.5% 6.7% 6.9% 7.1% 7.4% 7.6% 7.8%
Levered IRR 6.04%
Levered Cash-On-Cash -5.4% 3.8% 4.5% 5.2% 6.0% 6.7% 7.5% 8.3% 9.2%
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Bethesda Gateway Assemblage
Permanent Financing Amortization Table
Scenario A-3:  256 Highrise Apartment Units with Above & Below-Grade Parking

(full 30-year schedule not shown to save paper)

Stabilized NOI $5,610,734
Cap Rate 7.00%
Refi Value $80,153,341
LTV 80%
Loan Amt $64,122,673
Int Rate 6.00%
Amort Yrs 30
Constant Pmt $384,448 $4,613,374

begin period begin bal pmt interest principal end bal
1 1/1/2017 $64,122,673 $384,448 $320,613 $63,834 $64,058,838
2 2/1/2017 $64,058,838 $384,448 $320,294 $64,154 $63,994,684
3 3/1/2017 $63,994,684 $384,448 $319,973 $64,474 $63,930,210
4 4/1/2017 $63,930,210 $384,448 $319,651 $64,797 $63,865,413
5 5/1/2017 $63,865,413 $384,448 $319,327 $65,121 $63,800,293
6 6/1/2017 $63,800,293 $384,448 $319,001 $65,446 $63,734,846
7 7/1/2017 $63,734,846 $384,448 $318,674 $65,774 $63,669,073
8 8/1/2017 $63,669,073 $384,448 $318,345 $66,102 $63,602,970
9 9/1/2017 $63,602,970 $384,448 $318,015 $66,433 $63,536,537

10 10/1/2017 $63,536,537 $384,448 $317,683 $66,765 $63,469,772
11 11/1/2017 $63,469,772 $384,448 $317,349 $67,099 $63,402,673
12 12/1/2017 $63,402,673 $384,448 $317,013 $67,434 $63,335,239
13 1/1/2018 $63,335,239 $384,448 $316,676 $67,772 $63,267,467
14 2/1/2018 $63,267,467 $384,448 $316,337 $68,110 $63,199,357
15 3/1/2018 $63,199,357 $384,448 $315,997 $68,451 $63,130,905
16 4/1/2018 $63,130,905 $384,448 $315,655 $68,793 $63,062,112
17 5/1/2018 $63,062,112 $384,448 $315,311 $69,137 $62,992,975
18 6/1/2018 $62,992,975 $384,448 $314,965 $69,483 $62,923,492
19 7/1/2018 $62,923,492 $384,448 $314,617 $69,830 $62,853,662
20 8/1/2018 $62,853,662 $384,448 $314,268 $70,180 $62,783,482
21 9/1/2018 $62,783,482 $384,448 $313,917 $70,530 $62,712,952
22 10/1/2018 $62,712,952 $384,448 $313,565 $70,883 $62,642,069
23 11/1/2018 $62,642,069 $384,448 $313,210 $71,237 $62,570,831
24 12/1/2018 $62,570,831 $384,448 $312,854 $71,594 $62,499,237
25 1/1/2019 $62,499,237 $384,448 $312,496 $71,952 $62,427,286
26 2/1/2019 $62,427,286 $384,448 $312,136 $72,311 $62,354,974
27 3/1/2019 $62,354,974 $384,448 $311,775 $72,673 $62,282,302
28 4/1/2019 $62,282,302 $384,448 $311,412 $73,036 $62,209,265
29 5/1/2019 $62,209,265 $384,448 $311,046 $73,401 $62,135,864
30 6/1/2019 $62,135,864 $384,448 $310,679 $73,769 $62,062,095
31 7/1/2019 $62,062,095 $384,448 $310,310 $74,137 $61,987,958
32 8/1/2019 $61,987,958 $384,448 $309,940 $74,508 $61,913,450
33 9/1/2019 $61,913,450 $384,448 $309,567 $74,881 $61,838,569
34 10/1/2019 $61,838,569 $384,448 $309,193 $75,255 $61,763,314
35 11/1/2019 $61,763,314 $384,448 $308,817 $75,631 $61,687,683
36 12/1/2019 $61,687,683 $384,448 $308,438 $76,009 $61,611,674
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Exhibit D-1

Office Lease Rate Comparables &
Comparison to Bethesda Gateway Proforma Assumptions

Bldg Lease Execution Rental Rate   Free
Tenant Address Class Submarket Lease Type SF Term (Mos) Date Rate PSF Type Escal. TI PSF Rent (Mos)

  Bethesda Gateway (Non-Med. Offc.) 4300 East-West Hwy A Bethesda New Lease -- 60-120 -- $40.00 FS 3.0% $40.00 none

  Bethesda Gateway (Medical Office) 4300 East-West Hwy A Bethesda New Lease -- 60-120 -- $43.00 FS 3.0% $60.00 none

  Non-Medical Office Leases
Bierman Geesing 4520 East West Highway A Bethesda Expansion 4,140 36 12/7/10 $33.00 FS 3.0% $30.00 none
Computech 7735 Old Georgetown Road A Bethesda Renewal 9,885 63 3/10/09 $31.25 FS 2.5% none none
Educe Group 8120 Woodmont Avenue B Bethesda New Lease 1,525 48 1/26/09 $30.00 FS 3.0% none none
Grant Morgan Assoc. 4520 East West Highway A Bethesda Renewal 4,569 24 11/10/09 $36.00 FS 3.0% as-is 1 mo.
Hatcher Group 4340 East West Highway B Bethesda Exp/Renew 3,127 62 11/30/09 $31.14 FS 3.0% turnkey 2 mos.
Offit Kurman 4800 Hampden Lane A Bethesda New Lease 13,421 132 5/8/09 $37.00 FS NA $45.00 2 mos.
PATH 7500 Old Georgetown Road A Bethesda Expansion 2,661 25 1/5/09 $37.50 FS 2.5% as-is none
State Farm 7910 Woodmont Avenue A Bethesda New Lease 1,284 120 7/24/09 $30.00 FS 4.0% none none
Average $33.24

  Medical Office Leases
Physiotherapy Assoc. 6308-6310 Democracy Blvd B North Bethesda Renewal 3,090 60 5/26/09 $37.87 FS NA $0.00 none
Washington Eye Physicians 5454 Wisconsin Ave B Chevy Chase Renewal 12,202 12 8/27/09 $39.50 FS 0.0% $0.00 none
State Farm Insurance 5530 Wisconsin Ave B Chevy Chase Expansion 1,284 120 7/24/09 $30.00 FS 4.0% $0.00 none
Eye Assoc. of Washington 4910 Massachusetts Ave B Uptown New Lease 5,270 84 5/27/09 $35.50 FS 3.0% $0.00 none
Mi-Atl. Podiatry Assoc. 4910 Massachusetts Ave B Uptown New Lease 2,531 120 5/27/09 $36.50 FS 3.0% $0.00 none
Foxhall OB/GYN 4910 Massachusetts Ave B Uptown Renewal 5,289 12 1/22/09 $36.11 FS 0.0% $0.00 none
Comprehensive Cardiac Care 4900 Massachusetts Ave B Uptown New Lease 2,078 120 1/19/09 $37.50 FS 3.0% $45.00 none
Suzanne D Griffin MD 5530 Wisconsin Ave B Chevy Chase New Lease 1,272 60 5/8/08 $37.00 FS 3.0% $25.00 none
Asher & Long 5530 Wisconsin Ave B Chevy Chase New Lease 1,193 60 5/6/08 $37.00 FS 3.0% $20.00 none
Candid Care 5530 Wisconsin Ave B Chevy Chase New Lease 10,702 120 1/4/2008 $37.00 FS 3.0% $40.00 none
Average $36.40

Sources:  Jones Lang Lasalle, Transwestern.



Exhibit D-2

Office Supply-Demand Analysis: Five-Year Horizon
Bethesda/Chevy Chase Submarket,  2010 - 2015

Trade Area Increase in Office-Using Jobs, 2010-2015 1,491 

x    Estimated Square Feet Per Employee x 250 [1]

5-Year Gross Office Space Demand (SF) 372,750 

−     Current Office Space Oversupply (SF) − 1,199,445 [2]

Adj. 5-Yr Aggregate Demand for New Office Space (826,695)

       Plus Frictional Vacancy Adjustment x 0.92 [3]

       Plus Replacement Factor x 0.95 [3]

Adj. 5-Yr Aggregate Demand for New Office Space (722,531)

      Divided by 5 Years / 5

Demand for New Office SF Per Annum, 2010-2015 (144,507) [4]

x    Capture Rate for Subject Property x 25% [5]

Unit Absorption Achievable at Subject, Per Annum 
(2008-2012) 0 [6]

[1] Widely accepted industry average.
[2] Oversupply based on current vacant space inventory in Bethesda/CC.  See Exhibit D-4.
[3] DBecause net demand for office space is negative, the adjustments for frictional vacancy and

replacement result in "reductions" of the oversupply.
[4] The negative annual demand implies that existing space would have to be removed from inventory

before new space can be absorbed.
[5] CAlthough it is somewhat meaningless in a negative-demand environment, the basis for the subject's

capture rate is based on the likelihood than to more than 4 new office properties will be leasing up
at the same time.

[6] In the context of sizeable negative demand, it appears that the subject would have a difficult time
achieving any meaningful amount of absorption unless was to offer a distinct advantage or sign

 significant pre-leases for the building's space.



Exhibit D-3

Forecasts: Population, Households, & Employment
Montgomery County Planning Department Projections

Bethesda CBD Policy Area

Bethesda CBD 2005 2010 2015

Population 10,745 10,584 15,655 5,071 1,014

Households
Multi-Family 6,051 6,483 9,376 2,893 579
Single Family 669 690 690 0 0
Total Households 6,720 7,173 10,066 2,893 579

Employment
Office 30,519 29,715 31,206 1,491 298
Retail 3,758 3,781 3,912 131 26
Industrial 30 29 29 0 0
Other 1,389 1,353 1,406 53 11
Total Employment 35,696 34,878 36,553 1,675 335

Source: Montgomery County Dept of Community Planning, Round 7.2 Forecasts for MWCOG.

Increase Per 
Annum,      

2010-2015

Five-Year 
Increase     

2010-1015



Exhibit D-4

Current Vacancy & Five Year Delivery Pipeline
Bethesda/Chevy Chase Submarket - Compiled March 2010

Est. Est.
Constr. Delivery % Avail.

Project Name Developer Location Status Start Date Total SF Leased SF

Existing Supply - Class A -- Bethesda/Chevy Chase -- -- -- 5,174,211 89% 569,163
Existing Supply - Class B/C -- Bethesda/Chevy Chase -- -- -- 6,119,237 90% 630,281
Total -- Bethesda/Chevy Chase -- -- -- 11,293,448 89% 1,199,445

Recent Deliveries <90% Leased
7979 Old Georgetown Rd (Renov.) Alan Kay Company Bethesda/Chevy Chase Delivered -- 2007 52,237 59% 21,522
5404 Wisconsin Avenue Boston Properties Rosslyn/Ballston Delivered -- Q2 '09 295,000 90% 29,500
Total - Leasing Properties -- -- -- -- -- 347,237 85% 51,022

Under Construction/Renovation
None -- -- -- -- -- 0 0% 0
Total - U/C Properties -- -- -- -- -- 0 0% 0

Planned; Not Yet Under Construction
4 Bethesda Metro Center -- Bethesda/Chevy Chase Planned -- -- 250,000 0% 250,000
4500 East-West Hwy - Pearl Plaza Clarett Group Bethesda/Chevy Chase Planned -- -- 223,000 0% 223,000
Woodmont East II JBG Bethesda/Chevy Chase Planned -- -- 207,000 0% 207,000
Bethesda Gateway Bethesda Gateway Ptrs Bethesda/Chevy Chase Planned Q1 '13 Q2 '14 90,000 0% 90,000
Total - Planned Properties -- -- -- -- -- 770,000 0% 770,000

                                      Sources: Montgomery County Planning Department; Delta Associates Q4 2009 Office Report.



Exhibit D-5

Parking Count Data
Office Buildings in Bethesda/Chevy Chase Submarket

Parking
Bldg % Spaces Per

Building Name Address Class Yr Built Zoning Stories Total SF Leased 1,000 SF

One Bethesda Center 4800 Hampden Ln A 1986 CBD-2 12 180,683 99.1 2.18
Bradley & Arlington Office Complex 6931 Arlington Rd A 1986 C2 5 110,000 96.6 3.00
Francis G. Newlands Bldg 2 Bethesda Metro Ctr A 1999 CBD-3 15 290,318 98.9 2.02
Bethesda Crescent 4600 East West Hwy A 1988 CBD-2 9 113,113 100.0 2.00
Hampden Square 4800 Montgomery Ln A 1988 CBD2 12 141,860 57.6 2.00
9650 Rockville Pike 9650 Rockville Pike A 2004 -- 5 55,000 100.0 5.00
Chase Tower 4445 Willard Ave A 2001 CBD-2 12 241,223 92.0 2.00
Artery Plaza 7200 Wisconsin Ave A 1986 CBD-2 11 272,000 93.5 2.90
Bethesda Gateway Bldg 7201 Wisconsin Ave A 1986 CBD-2 7 149,074 95.6 1.54
Apex Bldg 7272 Wisconsin Ave A 1990 CBD-2 4 163,772 98.4 1.67
Bethesda Crescent 7475 Wisconsin Ave A 1988 CBD-2 11 128,703 79.0 2.00
Chevy Chase Metro Bldg 2 Wisconsin Cir A 1985 CBD-2 13 234,683 96.4 2.00
South Woodmont Bldg 7232-7278 Woodmont Av B 1990 -- 3 63,068 92.7 1.00
7255 Woodmont Ave 7255 Woodmont Ave A 2001 CBD-2 5 87,375 100.0 1.10
Chevy Chase Garden Plaza - Main Bld7700 Old Georgetown Rd B 1988 CBD1 8 185,470 99.5 1.25
Allwin Bldg 7830 Old Georgetown Rd B 1985 C2, County 4 53,165 100.0 2.00
Wisconsin Place (Office) 5404 Wisconsin Ave A 2009 -- 11 295,000 90.9 2.00
Bethesda Place II 7600 Wisconsin Ave A 2000 CBD2 11 209,397 100.0 2.00

Average Parking Count 2.09

                                      Source: CoStar.
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Exhibit E-1

Apartment Rent Rate Comparables &
Comparison to Bethesda Gateway Proforma Assumptions

Market-Rate Rents - Survey Excludes MPDUs

Comp. Year Total Est. # of % of Unit Size Asking Base Rents

# Project Name/Location Delivered Units Occup. Unit Type Units Unit Mix Sq. Ft. Avg Monthly Per SF Avg/Mo. Avg/SF

Subj. Bethesda Gateway - Lowrise 2014 131 NA Efficiency 14 10.7% 550 876 $1,500 * $2.73 * $2,324 * $2.65 *
4300 East-West Highway (rents as of (mkt-rate 1BR/1BA 52 39.7% 750 $2,000 * $2.67 *
Bethesda, Maryland Q1 2010) units) 1BR/1BA/Den 14 10.7% 850 $2,200 * $2.59 *

2BR/2BA 38 29.0% 1,050 $2,850 * $2.71 *
3BR/2BA 13 9.9% 1,250 $3,100 * $2.48 *
        * recommended unit mix & sizes based on analysis of the comparables                          * projected rents if building delivered today

1 Whitney at Bethesda Theater 2003 243 93% Efficiency 18 7.4% 583 974 $1,858 $3.19 $2,704 $2.78
7700 Wisconsin Avenue 1BR/1BA 104 42.8% 770 $2,278 $2.96
Bethesda, Maryland 1BR/1BA/Den 25 10.3% 953 $2,699 $2.83

2BR/2BA 78 32.1% 1,191 $3,100 $2.60
3BR/2BA + 18 7.4% 1,633 $4,300 $2.63

2 Topaz House 1975 355 NA Efficiency 32 9.0% 566 1,037 $1,596 $2.82 $2,346 $2.26
4400 East-West Highway 1BR/1BA 129 36.3% 935 $2,200 $2.35
Bethesda, Maryland 2BR/2BA 178 50.1% 1,130 $2,500 $2.21

3BR/2BA 16 4.5% 1,759 $3,300 $1.88

3 Palisades of Bethesda 2003 269 97% Studio 21 7.8% 446 914 $1,450 $3.25 $2,604 $2.85
4835 Cordell Avenue 1BR/1BA 131 48.7% 780 $1,918 $2.46
Bethesda, Maryland 1BR/1BA/Den 7 2.6% 900 $3,165 $3.52

2BR/2BA 85 31.6% 1,070 $2,750 $2.57
3BR/2BA+ 25 9.3% 1,483 $6,513 $4.39

4 Rosedale Park 2004 140 93% Efficiency 7 5.0% 561 692 $1,503 $2.68 $1,801 $2.60
4720 Rosedale Avenue 1BR/1BA 117 83.6% 658 $1,754 $2.67
Bethesda, Maryland 1BR/1BA/Den 7 5.0% 967 $2,010 $2.08

2BR/2BA 9 6.4% 1,029 $2,474 $2.40

5 Upstairs at Bethesda Row 2008 179 96% 1BR/1BA 41 15.2% 685 992 $2,300 $3.36 $3,139 $3.16
7131 Arlington Road 1BR/1BA/Den 12 4.5% 822 $2,680 $3.26
Bethesda, Maryland 2BR/2BA 92 34.2% 1,056 $3,329 $3.15

2BR/2BA/Den 34 12.6% 1,250 $3,800 $3.04

6 Chase Apartments 1986 122 95% Efficiency 16 13.1% 506 841 $1,600 $3.16 $2,394 $2.85
4903 Edgemoor Lane R-2007 1BR/1BA 69 56.6% 800 $2,200 $2.75
Bethesda, Maryland 2BR/2BA 37 30.3% 1,062 $3,100 $2.92

Average for Comps 10+ Minute Walk from Metro (Comps #1, #2, #3, & #4) -- -- -- 941 -- -- $2,425 $2.58

Average for "High-End" Comps at Bethesda Metro/Bethesda Row (Comps #5 & #6) -- -- -- 931 -- -- $2,837 $3.05

Average for All Comprable Projects (#1 - #6) -- -- -- 841 -- -- $2,222 $2.64

      Sources:  Transwestern Multifamily Group, rental property websites, discussions with leasing agents, and properties' marketing materials.



Table E-2

Rental Apartment Supply-Demand Analysis: Five-Year Horizon
Bethesda/Chevy Chase Submarket,  2010 - 2015

Trade Area 5-Yr Multifamily Growth 2010-2015 2,893 [1]

−     Current Oversupply of Units − 736 [2]

Adj. 5-Yr Aggregate Demand for New Apt Units 2,157

       Plus Frictional Vacancy Adjustment x 1.05 [3]

       Plus Replacement Factor x 1.05 [4]

Adj. 5-Yr Aggregate Demand for New Apt Units 2,378

      Divided by 5 Years / 5

Demand for New Apt. Units Per Annum, 2010-2015 476

x    Capture Rate for Subject Property x 30% [5]

Unit Absorption Achievable at Subject, Per Annum 143 [6]

[1]  Multifamily household growth based on Montgomery Co./MWCOG projections.  See Exhibit E-3.
[2] Based on REIS multifamily statistics.  See Exhibit E-5.
[3] Adjustment to "stabilize" new supply at equilibrium vacancy rate of 5%.
[4] Assumed % new supply replace units taken out of service due to demolition/renovation.
[5] Capture rate based on the likelihood that (at most) 3 to 4 new apartment projects will be

in lease-up when the subject delivers, including the subject.
[6] This translates to a conservative lease-up rate of 10 to 15 units per month, which is at the

low end of the historical average lease-up pace for DC area apartment projects. See Exhibit E-6.



Exhibit E-3

Forecasts: Population, Households, & Employment
Montgomery County Planning Department Projections

Bethesda CBD Policy Area

Bethesda CBD 2005 2010 2015

Population 10,745 10,584 15,655 5,071 1,014

Households
Multi-Family 6,051 6,483 9,376 2,893 579
Single Family 669 690 690 0 0
Total Households 6,720 7,173 10,066 2,893 579

Employment
Office 30,519 29,715 31,206 1,491 298
Retail 3,758 3,781 3,912 131 26
Industrial 30 29 29 0 0
Other 1,389 1,353 1,406 53 11
Total Employment 35,696 34,878 36,553 1,675 335

Source: Montgomery County Dept of Community Planning, Round 7.2 Forecasts for MWCOG.

Increase Per 
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Exhibit E-4

Five Year Delivery Pipeline
Recently Delivered, U/C, & Planned Rental Apartment Properties

Bethesda, MD & Adjacent Submarkets - Compiled March 2010

Probability Probable
Est. Est. of Delivery Addition

Constr. Delivery Total # # Units # Units as Rental to Inventory
Project Name Developer Location Status Type Start Date Units Leased Avail. w/in 5 Yrs [1] w/in 5 Yrs [2]

Currently Leasing
Archstone Wisconsin Place Archstone Friendship Hts Leasing Highrise -- Complete 402 285 117 100% 117
Total - Leasing Properties -- -- -- -- -- 402 285 117 -- 117

Under Construction
None -- -- -- -- -- 0 0 0 -- 0
Total - U/C Properties -- -- -- -- -- 0 0 0 -- 0

Planned
The Monty (Fairmont & St. ElmoMonty LLC Bethesda CBD Planned Highrise Q3 '10 2012 200 0 200 50% 100
Woodmont Central Ph 1 Donohoe Bethesda CBD Planned Highrise 2011/'12 2013/'14 400 0 400 50% 200
Woodmont East Phase II JBG Bethesda CBD Planned Highrise 2011/'12 2013/'14 250 0 250 50% 125
Lot 31 & 31A PN Hoffman Bethesda CBD Planned Highrise 2011/'12 2013/'14 250 0 250 50% 125
Arlington Post Office Keating/USPS Bethesda CBD Planned Highrise 2011/'12 2013/'14 111 0 111 50% 56
4900 Fairmont (Foong Ling) Ross Development Bethesda CBD Planned Highrise 2011/'12 2013/'14 118 0 118 50% 59
Bethesda Gateway (Subject) Beth. Gateway Ptnrs Bethesda CBD Planned Midrise Q1 '13 Q2 '14 150 0 150 100% 150
Total - Planned Properties -- -- -- -- -- 1,479 0 1,479 -- 815

Expected Addition to Inventory w/in 4 Years, Bethesda & Adjacent Submarkets …………………………………………………………………………………………………………… 932

Units Delivering in Bethesda CBD & Chevy Chase……………………………………………………………………………………………………………………………………………… 932

[1] Analyst's assessment of the probability that the project will deliver as a rental propery (not condo) within the 5-year period of analysis.
[2] Equals planned unit count per project multiplied by the estimated probability of delivery as a rental w/in 5 years.

            Sources: Montgomery County Planning Department; Delta Associates Q4 2009 Apartment Report.



Exhibit E-5

Submarket Rental Apartment Vacancy Rates &
Calculation of Trade Area Oversupply

Arlington, Virginia,  

Submarket

Bethesda/Chevy Chase 'Class A' 5,660 572 10.1%

Bethesda/Chevy Chase 'Class B/C' 2,608 164 6.3%

Overall Bethesda/CC Apt Inventory 8,268 736 8.9%

Current # of Vacant Units (= Submarket Oversupply) 736 [2]

[1]  Includes unleased units at recently completed properties in lease-up.
[2]  Represents current oversupply of units before any adjustments for equilibrium/frictional vacancy.

Source: REIS.

# of Units in 
Inventory

Vacancy Rate 
@ Q3 2007 [1]

# of Vacant 
Units



Exhibit E-6

Historical Data: Apartment Lease-Up Pace Per Project
Apartment Properties Stabilized Over Last 10 Years

Washington Metropolitan Area, 2000-2009

Year

Properties Delivered in 2000 7,058 22

Properties Delivered in 2001 5,885 17

Properties Delivered in 2002 6,681 15

Properties Delivered in 2003 4,750 20

Properties Delivered in 2004 3,605 13

Properties Delivered in 2005 3,418 16

Properties Delivered in 2006 5,525 18

Properties Delivered in 2007 5,525 14

Properties Delivered in 2008 8,838 13

Properties Delivered in 2009 4,675 18

Total/ Average 55,960 17

Range -- 13 to 22

Source: Delta Associates Year-End 2009 Apartment Report.

Total # of Units 
in Delivered Apt 

Projects

Average Lease-Up 
Pace Per Project 
(Units Per Month)



Exhibit E-7

Apartment Properties Delivered
Bethesda/Chevy Chase Submarket, 2003-2009

Property Name Submarket

Whitney at Bethesda Theater Bethesda CBD 2003 269

Palisades of Bethesda Bethesda CBD 2003 314

Rosedale Park Bethesda CBD 2004 153

Upstairs Bethesda Row Bethesda CBD 2008 179

Chase Apartments Bethesda CBD 2008 R 122

Archstone Wisconsin Place Chevy Chase 2009 285 [1]

Overall: 7-Year Period:

   Total New Units Absorbed, 2003-2009 -- 1,322

   New Units Absorbed Per Annum, 2003-2009 -- 189

[1] Units delivered to through end of 2009 for projects still in lease-up.

Year 
Delivered

# of Market-
Rate Units



Exhibit E-8

Parking Count Data
Apartment Buildings in Bethesda/Chevy Chase Submarket

Parking
Spaces Per

Property Name Address Yr Built # Units Unit

Chase Apartments 4903 Edgemoor Lane 1989 122 1.07
Whitney at Bethesda Theater 7707 Wisconsin Avenue 2003 253 1.19
Palisades of Bethesda 4835 Cordell Avenue 2003 314 1.30
Rosedale Park 4720 Rosedale Avenue 2004 140 1.10

Average Parking Count 1.17

                                      Source: Pierce Eislen, Bozzuto, Transwestern.
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SUPPLY, DEMAND, AND VACANCY TRENDS  (Bethesda/Chevy Chase) 

Source:  PPR 
 

Submarket Overview 
Bethesda/Chevy Chase is the most upscale submarket on the Maryland side of the D.C. metro. Hotel big shots Marriott International, Crossroads 
Hospitality Company, and Host Hotels & Resorts are all headquartered here. Other major firms headquartered here include B F Saul Company, 
Lockheed Martin Corporation, Clark Construction, and accounting firm Watkins, Meegan, Drury & Co. This high concentration of jobs related to the hotel 
and construction industries are a risk to office demand in the near term. The National Institute of Health (NIH) and National Naval Medical Center are 
located here, so the submarket should benefit from the continued growth of the health care sector over the forecast. The submarket is close to executive 
housing in Montgomery County and has a strong transportation infrastructure, with access to the Metrorail's red line, the Capital Beltway, and I–270. 
Updated: 18-Feb-2010 
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Vacancy Overview 
The coming year will be a tough one for demand in t he Bethesda/Chevy Chase Submarket.  This submarket's exposure to the hotel, construction, 
and finance industries has been a disadvantage in this downturn, with vacant space left behind tenants such as Chevy Chase Bank (purchased by 
Capital One) and Enten & Associates last year. While absorption across the metro should start to improve in 2010, there are several large move outs 
that will push vacancies up in Bethesda in the coming quarters. CoStar Group (60,000 SF leased in the submarket) will move to D.C., and Hanger 
Orthopedic Group, which is located in the same building, plans to move its headquarters to Austin, TX. With a ton of new supply to compete with in other 
submarkets, it will be difficult for landlords to fill these spaces in the near term without cutting rental rates or offering hefty concessions. 

Luckily, supply will remain fairly quiet over the f orecast . The 280,000 SF Wisconsin Place Tower (preleased to Capital Source and Microsoft) was 
the only project to deliver in 2009. A 362,000 SF build-to-suit for the Nuclear Regulatory Commission will soon break ground in North Bethesda. About 
600 agency employees will be consolidated there from multiple temporary locations in Rockville and Bethesda, according to the Washington Business 
Journal. Because the supply pipeline is empty other than this project, vacancies should fall swiftly once demand rebounds in the outer years of the 
forecast. Updated: 23-Feb-2010 
 

Supply, Demand, and Vacancy Statistics  As of 2009Q4 
 

Annual Trends  
 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Change in Supply* 425 0 221 280 0 0 57 75 119 
Change in Demand* 872 155 171 -433 -281 52 349 367 35 
Vacancy Rate (Q4) 9.5 % 8.5 % 8.7 % 13.0 % 14.8 % 14.4 % 12.6 % 10.7 % 11.1 % 
 

Quarterly Trends  
 2008Q4 2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3 2010Q4 
Vacancy Rate 8.7 % 9.3 % 11.0 % 12.9 % 13.0 % 13.9 % 14.4 % 14.6 % 14.8 % 
 

*In Thousands of SqFt 
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RENT TRENDS  (Bethesda/Chevy Chase) 

Source:  PPR 
 

Average Rent Growth Year-Over-Year  As of 2009Q4 
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Rent Trends 
Rents here are among the highest in the metro, but about 24% below those in the District – Central Core Submarket. However, a slew of new 
speculative buildings recently completed in the District that will compete with buildings here. This, along with negative absorption this year, will cause 
rents to correct sharply, falling by about 16% over the next two years. However, because of a lack of new supply, the recovery will be above average, 
bringing rents back to 2008 levels by 2014. This will remain one of the most expensive submarkets in the metro over the forecast, but there will definitely 
be more pain in the near term. Updated: 23-Feb-2010 
 

Rent Statistics  As of 2009Q4 
 

Annual Trends  
 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Rent Level $35.72 $38.80 $39.50 $37.22 $32.21 $31.29 $33.36 $36.87 $39.70 
Rent Growth 5.6 % 8.6 % 1.8 % -5.8 % -13.5 % -2.9 % 6.6 % 10.5 % 7.7 % 
 

Quarterly Trends  
 2008Q4 2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3 2010Q4 
Rent Level $39.50 $39.31 $38.72 $38.02 $37.22 $35.73 $34.31 $33.16 $32.21 

INVESTMENT TRENDS  (Bethesda/Chevy Chase) 

Sources:  PPR; CoStar Group, Inc. 
 

Closed Transactions Past Two Years 
 

 Submarket  Metro  
 Volume Count Price/SqFt Volume Count Price/SqFt 
Last 12 Months 102,750,000 3 $320.37 2,164,606,000 54 $290.70 
Previous 12 Months 155,250,000 2 $378.26 3,268,426,000 95 $396.46 
 

Investment Trends 
With three deals for more than $5 million in 2009 at a weighted average price of $320/SF, this was not really an uncommon year for office investment 
sales in this submarket. An average of just four deals closed per year from 2000–08, with a peak price of $429/SF in 2008. Since fewer assets changed 
hands at the peak of the market than in many urban submarkets, there should be fewer distressed sales here. 
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The two major deals of 2009 give some insight into pricing in this submarket. In April, Akridge purchased the 122,500 SF Fairmont Building from 
Brandywine Realty Trust for $26.5 million, or $216/SF, at a 9.1% cap rate. According to CoStar Group, the building previously sold in 1999 for $173/SF. 
In late December, The JBG Companies purchased the 181,000 SF One Bethesda Metro Center for $71 million, or $393/SF, at a 7.5% cap rate. The 
property was more than 99% occupied at the time of sale and sold for slightly more ($2 million) than it did in 2006. The buyer assumed the existing $53 
million mortgage, per CoStar Group. To put these into perspective, in mid-2007, three major towers in North Bethesda (One, Two, and Three Democracy 
Center) were purchased at a 3.7% cap rate, or $412/SF. Updated: 18-Feb-2010 
 

Recent Transactions 
 

Title Date SqFt Buyer Seller Price/SqFt 
One Bethesda Center 30-Dec-09 180,683 The JBG Companies Brookfield Properties Management LLC $392.95 
Fairmont Bldg 29-Apr-09 122,543 Akridge Brandywine Realty Trust $216.25 
Bethesda Office Center 05-Sep-08 174,449 AEW Capital Management, L.P. UBS Realty Investors LLC $410.15 
Piedmont Pointe II 25-Jun-08 235,985 Piedmont Office Realty Trust Opus East LLC $354.68 
Artery Plaza 07-Jan-08 272,000 The JBG Companies The Artery Group, LLC $496.32 
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MARKET SUMMARY Contact: Stephanie Hession ( stephanie.hession@pprglobal.com ) 

With a giant on its side, the Washington office market will get out of this 
battle injured but alive. Although the metro has been losing jobs over the 
past year, thanks to the continued expansion of the federal government, 
its total decline in employment in this cycle will be among the lightest in 
the U.S. Unlike most markets, new office supply is actually pushing 
vacancies up more than demand losses: six million SF of demand losses 
are anticipated in 2009–10, but new supply will total 11 million SF during 
that time. The deterioration in fundamentals will cause rents to continue 
declining through 2011, and NOIs will falter through 2012. Total value 

declines of about 36% will hurt, though not as much as in other markets 
(office values in New York are expected to fall by 58% cumulatively!) But 
demand will begin rebounding strongly beginning in 2011, and higher cap 
rates (peaking near 8% in 2010 before slowly descending the forecast) 
will provide some great acquisition opportunities here. While some other 
major U.S. office markets will offer higher total returns from 2012–14, 
including Boston, Seattle, San Francisco, and Los Angeles, it may be 
worth trading a little return for reduced demand-side risk in D.C. Updated: 
25-Jan-2010   

ECONOMIC OVERVIEW 
Sources:  PPR; Moody’s Economy.com 
 

Demographic Trends 
 

  Annual Growth Rates  
 Current Value Current Past Decade Forecast 
 Jan 2010 Jan 2010 (2000 - 2009) (2010 - 2014) 
 Metro U.S. PPR54 Metro U.S. PPR54 Metro U.S. PPR54 Metro U.S. PPR54 
Population* 5,476 308,490 166,512 1.3 % 0.9 % 0.9 % 1.4 % 1.0 % 1.1 % 1.2 % 1.0 % 1.1 % 
Households* 2,047 115,299 61,424 1.3 % 0.8 % 0.9 % 1.4 % 0.9 % 1.1 % 1.3 % 1.2 % 1.3 % 
Median Household Income $85,811 $50,699 $56,581 -0.2 % 1.6 % -3.8 % 3.0 % 2.2 % 1.6 % 2.9 % 2.8 % 3.0 % 
Labor Force* 3,064 153,170 84,103 1.5 % -0.6 % -0.2 % 1.4 % 0.9 % 0.8 % 1.4 % 0.9 % 1.3 % 
Unemployment** 6.8 % 9.7 % 10.0 % 6.2 % 9.4 % 9.3 % 3.7 % 5.5 % 5.4 % 5.5 % 7.8 % 7.8 % 
 

*In Thousands   **The Unemployment Rate provided in the Annual Growth Rates section is the average unemployment rate during the specified period. 

 

Population & Migration 
Population growth in Washington – NoVA – MD has outpaced the U.S. 
average over the past five years, and this trend will continue over the 
forecast. With the eighth-largest population base in the nation, the metro’s 
1.2% annual population growth, projected through 2014, is not too 
shabby. It will well outperform other major metros on the E ast Coast, 
such as New York, Boston, and Philadelphia  (all have 0.3% average 
anticipated yearly growth), but will trail such Southern giants as Atlanta, 
Dallas-Forth Worth, and Houston (all have projected annual growth of 2% 

or greater). After a couple years of net out-migration (likely due to the high 
cost of housing at the peak of the market), the D.C. metro had net in-
migration beginning in the second half of 2007. In-migration is expected to 
increase until mid-2010 before tapering off, as the job market here is in 
better shape than many others, which has been attracting new residents. 
Counties with suburban bedroom communities (such as Loudoun and 
Spotsylvania) have had the strongest population growth in recent years, 
as inflated home prices forced many people to move away from the urban 
core to find affordable housing. Updated: 22-Mar-2010 

 
Employment Trends 
 

  Annual Growth Rates  
 Current Value Current Past Decade Forecast 
 Jan 2010 Jan 2010 (2000 - 2009) (2010 - 2014) 

NAICS Category Employment* 
Location  

Quotient** Metro U.S. PPR54 Metro U.S. PPR54 Metro U.S. PPR54 
Manufacturing 54 0.21 -7.3 % -7.9 % -9.0 % -3.2 % -3.9 % -3.6 % 1.3 % 0.6 % 0.9 % 
Trade, Transportation and Utilities 377 0.67 -2.1 % -3.3 % -4.2 % -0.3 % -0.5 % -0.4 % 0.8 % 1.2 % 1.4 % 

Retail Trade 252 0.77 -0.9 % -2.6 % -2.9 % -0.1 % -0.5 % -0.3 % 0.8 % 1.2 % 1.4 % 
Wholesale Trade 65 0.51 -4.1 % -3.7 % -6.3 % -0.1 % -0.6 % -0.2 % 1.4 % 1.5 % 1.7 % 
Transportation, Warehouse, Utilities 60 0.56 -4.5 % -4.8 % -5.2 % -1.1 % -0.5 % -0.8 % 0.3 % 1.0 % 1.2 % 

Financial Activities 145 0.83 -4.0 % -3.8 % -4.4 % 0.2 % 0.0 % -0.1 % 0.6 % 1.7 % 1.5 % 
Government 675 1.32 1.3 % -0.4 % -0.8 % 1.7 % 0.9 % 1.0 % 1.1 % 1.2 % 1.3 % 
Natural Resources, Mining and Construction 145 1.01 -8.8 % -13.9 % -15.9 % 0.6 % -1.3 % -0.7 % 3.9 % 2.9 % 2.7 % 
Education and Health Services 348 0.79 0.6 % 1.6 % 1.6 % 2.6 % 2.6 % 2.6 % 2.5 % 2.8 % 3.0 % 
Professional and Business Services 674 1.80 -1.0 % -3.4 % -5.0 % 2.5 % 0.1 % 0.4 % 3.0 % 3.2 % 2.8 % 
Information 81 1.30 -6.6 % -5.0 % -4.7 % -3.2 % -2.4 % -2.0 % -1.8 % 1.3 % 1.3 % 
Leisure and Hospitality 260 0.88 0.2 % -1.7 % -1.8 % 2.4 % 1.1 % 1.4 % 2.5 % 3.1 % 2.6 % 
Other Services 183 1.52 -1.2 % -2.1 % -2.4 % 2.3 % 0.4 % 0.8 % 1.3 % 2.2 % 1.8 % 
Total Employment  2,942 1.00 -1.2 % -3.0 % -3.7 % 1.3 % 0.0 % 0.2 % 1.9 % 2.0 % 2.0 % 
 

*In Thousands   **Location Quotient measures the concentration of an industry within a metro relative to that of the nation. 

 

Economic Trends 
The Washington – NoVA – MD economy is among the hea lthiest in 
the nation and appears to be emerging from recessio n. While the 
metro lost 15,300 jobs in 2009 (a 0.5% year-over-year decline in 
employment), it posted net job gains in the final six months of the year. 
The metro's unemployment rate of 6.4% in December was among the 
lowest in the nation but still well above the norm in recent years in the 3% 
range. Job sectors that have taken it on the chin include construction, 

information, manufacturing, and financial activities, which all declined by 
more than 3% over the past year. However, the government sector is 
propping up the economy, adding 16,600 jobs over the past year (2.5% 
growth). The education and health services and professional and 
business services sectors also managed to post healthy growth, with the 
two adding a net total of 9,300 jobs over the past year. Without a doubt, 
the federal government’s dominant and expanding presence in this 
market is softening the blow of job losses in the private sector. 
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D.C. has lived up to its reputation as a recession- resistant economy 
in this cycle.  The metro did not begin to lose jobs until late 2008, while 
nationally, employment began to decline almost a year earlier, and metro 
unemployment remains well below the national rate of 10%. Although 
respectable employment growth is not expected to resume until 2011, 
total job losses during the recession will amount to a little over 1% of the 
peak employment base, among the lightest in the nation (projected peak-
to-trough job losses of more than 5% are expected at the U.S. level). 
Once the national economy rebounds, so will this metro, as it has one of 
the most highly educated workforces in the country. However, because of 
the large, stable government sector, the metro’s growth won’t scream 
during the recovery, which is more likely in smaller, high-growth markets. 
But for many investors, this metro’s stability during downturns is well 
worth the slightly slower economic growth during expansion times, 
especially when the shape and timing of the recovery is still unclear, as it 
is today. Updated: 03-Feb-2010 
 

Major Employers 
The federal government is the 800-pound (8,000-poun d?) gorilla in 
D.C., directly employing 363,000 metro residents — of 12% of all workers. 
The largest payrolls are at the Department of Defense, the Washington 
Navy Yard, Bolling Air Force Base, and Fort Detrick. Government 
contractors, including Lockheed Martin, Northrop Grumman, SAIC, 
Computer Sciences Corporation, and Booz Allen Hamilton also employ 
many of the metro's residents. SAIC and Northrop Grumman both plan to 
move their headquarters from Southern California to the D.C. area in the 
next few years. If job creation requirements are met, SAIC will receive 
$8.5 million in government incentives from the state of Virginia for moving 
to Tysons Corner, and many local jurisdictions are courting Northrop 
Grumman, which has yet to select a site. 

The education and healthcare sector also stabilizes  the metro’s 
economy.  The National Institutes of Health (17,600 employees), Food 
and Drug Administration (7,700), and National Naval Medical Command 
(5,000) are all in Montgomery County, Maryland. Universities include the 
University of Maryland at College Park, George Washington University, 
George Mason University, and Georgetown University. Johns Hopkins 
University is also nearby in the Baltimore metro. A biotech corridor has 
formed in Montgomery County along I-270, with MedImmune as the 
largest player. But this sector took its lumps in recent years, as venture 
capital funding shriveled. However, venture capital funding for 
biotechnology in the metro increased in recent quarters, according to the 
fourth quarter 2009 MoneyTree Report, and the life sciences sector has 
the potential to be an economic driver over the forecast. 

While this is a government town, by no means is the  private sector 
small beans. Washington – NoVA – MD is home to 14 Fortune 500 
companies, including General Dynamics, Capital One Financial, and 
Marriott International. Hilton recently moved its headquarters from Beverly 
Hills to Northern Virginia to be closer to Europe. Information companies 
Aol and Sprint both moved their headquarters out of Northern Virginia in 
recent years, but still maintain presences here (and laid off workers in 
2009). The Gannett Company, publisher of USA TODAY, which is 

headquartered in McLean, has cut jobs several times over the past year. 
Washingtonpost.com will cut positions due to its merger with The 
Washington Post's print newsroom, and The Washington Times 
announced plans to cut about 40% of its staff of 370 in early 2010. On a 
brighter note, Microsoft plans to add 500 jobs in Montgomery County in 
the near term. But the metro's information sector is not expected to 
recover over the next five years, and by the end of 2014, it will be 41% 
smaller than it was at its early 2001 peak. Updated: 22-Mar-2010 
 

Economic Strengths and Weaknesses 
Uncle Sam and his band of contractors are among the few employers 
adding to payrolls these days, which is one of the main reasons that D.C. 
is getting out of this recession with just a few cu ts and scrapes 
instead of taking a knock-out beating . According to estimates in a 
recent report by the Partnership for Public Service, the federal 
government could hire up to 120,000 workers in the metro by the end of 
2012, which would be a 33% increase from today’s employment level. 
Agencies in D.C. and Maryland (such as the NSA, Department of Energy, 
and NIH) are expected to ramp up staff, and Northern Virginia's tech 
companies should benefit from government initiatives geared toward 
cybersecurity, logistics, and intelligence. 

While this large government presence has been an economic strength 
during this downturn and previous ones, it can also prevent the huge pops 
in employment growth during good times enjoyed by metros dependent 
on more volatile sectors. In the long term, the metro’s prosperity could 
be jeopardized if major government spending cuts ar e implemented 
to rein in the humongous national debt . While such a scenario is 
unlikely in the near future due to the still-fragile U.S. economy and high 
unemployment, a political shift toward smaller government could have 
serious implications for the metro’s economy. Defense spending exploded 
from 2000–07, increasing by 207%, which benefited D.C.’s government 
contractors. Cuts in defense spending could cost the Washington metro 
many related jobs but are unlikely in the near term, given that U.S. troops 
continue to fight overseas. 

While the metro is very much tied to government, it also has high 
exposure to many knowledge-based industries and boasts one of the 
most educated workforces in the country. More than 20% of residents age 
25 and older hold advanced degrees — the highest number in the PPR54. 
It is a destination for young professionals (tying for first place with Seattle 
in the Wall Street Journal article “The Next Hot Youth-Magnet Cities”), 
which will keep the labor force growing so that businesses can expand. 
Industries that are struggling, such as manufacturing, trade, 
transportation, and utilities, and financial activities, do not have a major 
presence here, making D.C.’s industry mix especially appealing today. 
Unless there is a major shift in federal government  spending 
policies, the metro will continue to benefit from t he massive 
government intervention in the private sector and s trong 
demographic trends.  Updated: 22-Mar-2010 
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SUPPLY, DEMAND, AND VACANCY TRENDS   
Source:  PPR 
 

Historical and Forecast Summary  As of 2009Q4 
 

Historical Peak and Trough  Historical Volatility  Average Annual Growth Rates  
       Historical Forecast 
 Peak Period Trough Period    Metro PPR54 Metro PPR54 
Vacancy Rate 14.4 % 2009Q4 2.2 % 1982Q1 Supply Volatility Ratio 0.72 Supply 2.5 % 2.8 % 0.8 % 0.6 % 
Demand (Annual) 24,151* 1988 -8,685* 2001 Demand Volatility Ratio 0.91 Demand 2.0 % 2.2 % 1.5 % 1.8 % 
Supply (Annual) 19,201* 1988 -71* 1995 Correlation 0.33 Net Demand -0.5 % -0.6 % 0.8 % 1.2 % 
 

*In Thousands of SqFt 

 

Quarterly Supply, Demand, and Vacancy  As of 2009Q4 
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Supply, Demand, and Vacancy Statistics  As of 2009Q4 
 

Annual Trends  
 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Change in Supply* 10,035 6,422 8,452 7,330 3,808 6,229 2,321 3,741 4,025 
Change in Demand* 11,547 5,276 949 -5,409 -639 5,920 12,064 12,331 5,510 
Vacancy Rate (Q4) 10.8 % 10.9 % 12.2 % 14.4 % 15.2 % 15.1 % 13.2 % 11.5 % 11.2 % 
 

Quarterly Trends  
 2008Q4 2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3 2010Q4 
Change in Supply* 1,424 1,881 3,032 1,646 771 1,911 1,559 60 278 
Change in Demand* -280 -1,710 -2,665 -1,015 -20 -1,058 -68 337 150 
Vacancy Rate 12.2 % 12.8 % 13.8 % 14.3 % 14.4 % 14.9 % 15.2 % 15.2 % 15.2 % 
 

*In Thousands of SqFt 

 

Vacancy Overview 
The D.C. office market continues to deteriorate, bu t in the grand 
scheme of things, it has gotten off easy in this do wnturn.  Cumulative 
demand losses here will be well below the PPR54 average, and supply is 
actually more of an issue here than demand. The near-term 
supply/demand imbalance will send vacancies up to the mid-15% range 
by 2011, up nearly five percentage points from their 2007 trough. 
However, this compares favorably to the PPR54 average rise in vacancies 
of 5.6 percentage points from trough to peak during this cycle, and it will 
be a walk in the park compared with New York, where vacancies will have 
risen by nearly seven percentage points when all is said and done. But 

demand will return in the second half of the forecast, and since the credit 
crunch has forced most developers to put on the brakes, fundamentals 
should recovery nicely in the second half of the forecast. The vacancy 
rate is expected to fall to about 11% by the end of 2014, which is slightly 
above the market’s historical average of 9.5%. 

The Class A market is getting hit disproportionatel y hard.  Historically, 
vacancies in higher-quality buildings have been the most volatile. 
According to CoStar Group, the vacancy rate for Class A buildings in the 
metro (which make up more than 50% of the total inventory) improved the 
most in the past expansion, dropping 5.3 percentage points from 2002 to 
2005, while those of Class B and C both decreased by less than three 
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percentage points. However, the Class A inventory has increased by 17% 
since the beginning of 2006, while the Class B/C inventory has increased 
by less than 3%. A ton of new construction has caused vacancies in Class 
A buildings to increase by seven percentage points since mid-2005, while 
Class B/C vacancies have only increased by about three percentage 
points from their cyclical troughs. But if history is any indication of the 
future, Class A buildings will attract tenants more quickly than lower-
quality buildings, as lower rents will make it possible for more tenants to 
trade-up to nicer space. Updated: 25-Jan-2010 
 

Demand Trends 
While there have been positive signs, net absorptio n is expected to 
remain slightly negative in 2010.  As in most office markets, 2009 was a 
rough year for D.C., with 5.4 million SF of demand disappearing over the 
past four quarters. But on a percentage basis, this metro is losing less 
office demand than most (1.5% versus 3.4% for the PPR54 during the 
downturn), as its limited exposure to financial activities and the vast 
presence of federal agencies and contractors were a godsend to local 
office owners in this Great Recession. Nevertheless, most office-using job 
sectors (including financial activities, professional, scientific, and technical 
services, and legal and accounting services) had fewer jobs at the end of 
the year than at the beginning. While these office-using sectors are 
showing signs of stabilization, job growth will be tepid at the beginning of 
the recovery, and absorption is expected to remain in the red in the first 
half of 2010 as a result. 

Not surprisingly, government entities and contracto rs dominated 
major lease signings in 2009.  Federal government employment in the 
metro ballooned by 3.8% in 2009, helping to offset some of the private 
sector losses and keeping local office demand from falling off a cliff. Per 
CoStar Group, there were 18 new leases signed for 100,000 SF or more 
in 2009, totaling nearly four million SF and spread throughout the metro. 
About 84% of that space was leased by a government-related entity (the 
GSA, a local government, or a government contractor). Of the 11 leases 
for 100,000 SF or more that renewed (for a total of 2.3 million SF), 10, or 
94% of the total SF, were signed by government entities or contractors, 
which clearly displays how the market’s bond with Uncle Sam is helping 
its cause. While many of these are consolidations that will not result in net 
new demand for the metro, the large amount of leasing activity was still a 
promising sign. The fourth quarter was especially encouraging for the 
high-vacancy District – Outer Submarket, with the IRS signing for 167,000 
SF in NoMa, the Department of Agriculture inking a deal for 330,000 SF in 
Southwest, and the GSA committing to a short-term lease for 288,000 SF 
in NoMa. 

Demand will be steady over the forecast but not out sized. T he large 
presence of the federal government and defense contractors has certainly 
provided demand stability in this downturn, but government cannot be 
relied on to drive growth in the next cycle, as the massive federal deficit 
will curtail government spending over the forecast. But luckily, the metro 
has a highly skilled workforce, and whatever the next growth driver is, be 
it healthcare, transportation, energy, or cyber security, it will result in office 
demand in Washington. And the population continues to grow, which 
bodes well for businesses that serve the local population (such as wealth 
management, legal, and accounting firms). As a result, demand should 
post a healthy recovery from 2011–14, but it will not pop as strongly as in 
many metros. Cumulative growth of 8% is anticipated from the trough 
through the end of the forecast, slightly below the PPR54 average of 10%, 
as stability is actually a disadvantage during boom times. Updated: 26-Jan-
2010 
 

Supply Trends 
On a SF basis, D.C. received the most new office su pply in the 
PPR54 in every year of the past decade.  Because of its large inventory, 
this was only slightly above-average growth on a percentage basis, with 

the total office stock increasing by 21% in the 2000s, compared with the 
PPR54 inventory’s 19% expansion. But this shows that the Washington 
metro should not be characterized as supply-constrained. In fact, the 
District — arguably the most supply-constrained submarket in the metro 
due to the height restrictions — received the bulk of new product in 2009. 
Many of these projects were demolition/rebuilds, redevelopments, or 
expansions, where the space came out of inventory in the past few years 
and is now reentering the market as Class A space (which tenants aren't 
willing to pay for in today's environment). However, most were also 
speculative, so needless to say, this glut of supply will hurt office 
fundamentals and performance in the near term. In fact, according to 
CoStar Group, of the 7.4 million SF that either completed in 2009 or is 
underway in the District, 85% is available for lease. This glut of new space 
will continue to put downward pressure on rents in the near term. 

Supply additions will slow significantly but will n ot completely stop.  
There are projects underway that will complete in 2010 and 2011, and 
while groundbreakings have slowed, a few projects have surprisingly 
managed to find funding. Skanska has taken over PN Hoffman’s 733 10th 
Street development in the East End and will construct the 165,000 SF 
building with no preleasing other than a church that will take up two floors. 
In North Bethesda, a new 362,000 SF tower for the Nuclear Regulatory 
Commission will soon break ground and is expected to complete mid-
forecast. Other massive build-to-suits underway include the 1.7 million SF 
campus that Duke is building for the DoD in Alexandria, a 2.4 million SF 
headquarters for the National Geospatial Intelligence Agency at Ft. 
Belvoir, and the 1.2 million SF redevelopment of the St. Elizabeth's 
campus in Southeast D.C. for the Department of Homeland Security. 
These build-to-suits will drive above-average supply growth over the 
forecast, with a 3.8% increase in inventory expected, versus 3.1% for the 
PPR54. Updated: 04-Feb-2010 
 

Forecast Risks 
The D.C. office market could turn the corner sooner  than anticipated 
if the improvement seen in the fourth quarter turns  into a trend.  
While 2009 was a terrible year for absorption, the bleeding slowed 
noticeably in the fourth quarter, signaling that the market is beginning to 
stabilize and could turn earlier than expected. Per CoStar Group, vacant 
sublease space peaked in the third quarter of 2009, at 6.6 million SF, but 
fell to 6.1 million SF at the end of the year, giving another signal that the 
market is beginning to improve. Also Moody’s Economy.com’s forecast for 
federal government employment in the metro is rather muted, while the 
Obama administration has announced plans to bring thousands of private 
sector contracting jobs back into the government.  

 
What helps insulate D.C. now may limit it in the fu ture.  As the core of 
federal government activity (the GSA leases 44.3 million SF of the metro's 
office space, according to its database), this market benefits from 
increased demand stability, and the metro's limited exposure to the 
declining financial activities sector has also helped it in this downturn. In 
fact, if the federal government ramps up hiring quickly, demand could very 
well outperform this forecast. While stable government demand might 
sound great today, it can also limit the market's growth during upswings. 
Also, space givebacks by defense contractors are a risk if defense 
spending is cut over the forecast. During the Bush administration, defense 
spending nearly doubled, and the metro benefited strongly as government 
contractors and the newly formed Department of Homeland Security 
(DHS) took down millions of SF of office space. While defense spending 
will not be slashed, it is highly unlikely to grow at the rapid pace seen in 
the early 2000s, and some agencies were mandated to move out of the 
metro in the 2005 Base Realignment and Closure (BRAC) Act. This will 
especially hurt the NoVa – Inner Beltway and Rosslyn/Ballston 
submarkets, but the deadline for the moves has been extended from 2011 
to 2014, so this risk has been deferred for now. 
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Even in a limited-credit environment, supply risk s hould not be 
ignored in this market , especially with the recent announcement of 
another speculative project going up in the East End. After years of 
planning and debate, the Metrorail’s Silver Line through Tysons Corner, 
and eventually to Dulles Airport, recently received its federal funding and 
is underway. Many developers are sitting on sites as they wait for Tysons 

to be turned into the mixed-use walkable community that city planners 
hope it can become. In fact, West Group Management LLC is reportedly 
selling 142 acres there. A deal with a group of investors, led by local 
development company Pence-Friedel, recently fell through due to a lack 
of financing, but it's almost guaranteed that this will be a hot spot for 
development once the markets improve. Updated: 26-Jan-2010 

RENT AND NOI TRENDS 
Source:  PPR 
 

Rent and NOI Statistics  As of 2009Q4 
 

 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Rent Level $31.33 $30.15 $29.54 $30.27 $32.33 $34.51 $34.66 $33.55 $29.40 $27.99 $29.02 $31.35 $33.50 
Rent Growth -3.3 % -3.8 % -2.0 % 2.5 % 6.8 % 6.7 % 0.4 % -3.2 % -12.4 % -4.8 % 3.7 % 8.0 % 6.9 % 
NOI Growth -1.7 % -1.1 % -0.7 % -0.8 % 3.7 % 7.3 % -0.7 % -0.6 % -3.9 % -5.1 % -3.2 % 4.3 % 5.8 % 
 
 Metro PPR54  Metro PPR54 
Average Annual Forecast Rent Growth 0.0 % 1.0 % Average Annual Forecast NOI Growth -0.5 % -1.7 % 
 

Average Rent Growth Year-Over-Year  As of 2009Q4 
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Rent Trends 
Rent losses will be less severe than those in other  major office 
markets, but they will still sting.  With competitive supply continuing to 
deliver and absorption in the red, rents are expected to decline by 19% 
cumulatively due to this recession. But average asking rents have only 
dropped by about 3.3% so far, as landlords have been relying on 
concessions to lure in occupancy while trying to keep face rents up. This 
cannot go on forever, and with vacancies expected to remain elevated 
until mid-2011, rents will be slashed over the next two years. These 
losses will hurt (and could cause some aggressively underwritten assets 
to fall into distress) but will be similar to those of the PPR54. New York, 
Orange County, and San Francisco all have projected cumulative declines 
greater than 30%. 

It won’t start for a few years, but as long as supp ly remains limited, 
the rent recovery in D.C. will be strong.  Once demand returns and 
vacancies begin to decrease, landlords will regain the upper hand, since 
there will be little new supply coming to market and the vacancy rate is 

expected to fall to under 12% by the end of the forecast. Cumulative rent 
gains from the trough through 2014 of nearly 20% will be among the 15 
highest in the nation, and will be similar to those of Minneapolis and New 
York. Average asking rents will almost be back to peak levels by the end 
of 2014. However, markets with stronger rent recoveries include Boston, 
San Francisco, and Seattle.  Updated: 26-Jan-2010 
 

NOI Trends 
Though NOIs will fall through 2012, D.C. investors will be crying less 
than those in most markets.  Increasing vacancies, falling rents, and 
higher concessions (exactly the story here and across the nation today) 
are a recipe for disastrous incomes! However, cumulative NOI losses will 
total 13%, well below the PPR54 average of 18%. Many major markets 
are much worse off: cumulative losses in San Francisco, for example, will 
top 31%. While this office market tends to recover from economic 
downturns relatively quickly, it will take some time for the market to absorb 
all the speculative supply coming on line, and rent growth lags a bit 
behind occupancy improvements. And since rent levels in 2012 will be 
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lower than they were five years earlier, leases rolling down at renewal will 
continue to hurt NOIs even though market fundamentals will be improving. 
But as long as supply remains in check over the second half of the 
forecast (not a guarantee!), improved occupancies and rent growth will 

allow NOIs to snap back in the final two years of the forecast. Growth of 
10% during the recovery through 2014 will surpass the PPR54 by nearly 
two percentage points. Updated: 26-Jan-2010 

INVESTMENT TRENDS   
Sources:  PPR; CoStar Group, Inc. 
 

Recent Transactions 
 

Title Submarket Date SqFt Buyer Seller Price/SqFt 
2990 Bldg NoVA - Inner Beltway 18-Feb-10 84,208  Monday Properties $118.75 
1331 L Street District - Central Core 05-Feb-10 169,429 CoStar Group, Inc. Mortgage Bankers Association of America $243.46 
Russell Building Tysons Corner/McLean 26-Jan-10 236,900 Kaiser Foundation Health Plan, Inc. WEST*GROUP Management LLC $235.02 
1625 I St NW District - Central Core 31-Dec-09 345,833 Edge Fund Advisors Brookfield Properties Management LLC $588.15 
One Bethesda Center Bethesda/Chevy Chase 30-Dec-09 180,683 The JBG Companies Brookfield Properties Management LLC $392.95 
 

Investment Sales Activity 
 
Trailing 3-Month Sales Activity  Updated: 08-Mar-2010 
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Investment Trends 
Investors are keeping an eye out for opportunities in the Washington 
office market, and some major deals have closed in recent quarters. 
With office values tanking across all markets, stable cash flows are very 
appealing to investors these days. And with so many government and 
government-reliant office tenants increasing the stability of this metro, 
D.C. is coming up on a lot of investors’ radar screens. There were 26 
office buildings that traded for more than $25 million in 2009 — the most 
of any U.S. metro, even more than New York, which had 13 deals of that 
magnitude. The most famous one was in September, when German REIT 
Deka Immoblien Investment purchased the brand-new 250,000 SF 1999 
K St., NW, from Vornado Realty Trust for $207.8 million, or $830/SF. The 
LEED-CS Gold certified building is 100% leased to law firm Mayer Brown 
LLC for 15 years at an effective rent of over $60/SF, per CoStar Group. 
The cap rate on the sale was 6.4%, well above those at the peak of the 
market (cap rates in the 5% range were not uncommon in 2006 and 
2007), but very rich pricing for 2009. Around the same time, Tishman 
Speyer sold 1099 New York Ave., NW to Credit Suisse for $90.5 million 
($517/SF), at a 7.6% pro forma cap rate. This was definitely not peak 
pricing but would not be considered distressed pricing either. The 175,000 
SF building completed last year and was only 62% leased, with average 
rents of $45.50/SF at the time of sale, according to CoStar Group. Both of 
these transactions were purchased with all cash, as financing for large 

office assets (even well-leased ones in Washington) is still incredibly hard 
to come by. 

While there have been positive signs, D.C. is not i n great shape. 
Investment volume is still way down from peak levels due to the lack of 
debt financing and decline in values. In 2009, $2.1 billion worth of office 
assets traded for $5 million or more in 57 transactions, according to 
CoStar Group. This is a far cry from the market’s peak volume of $12.2 
billion in 2006, and only moderately higher than deal volume in 1997 of 
$1.7 billion. Rising cap rates are causing existing owners to hold onto 
their assets, but they may also give investors who were priced out during 
the boom years an opportunity to enter this desirable market when 
owners are forced to sell to raise capital or because of default. The 
weighted average price of deals in 2009 was $285/SF, which puts pricing 
below 2005’s level, and 32% below peak pricing in 2007. Cap rates have 
averaged 8.4% this year, up from a low of 6.2% in 2007 and close to 
2003’s average. Properties have taken an average of nearly 10 months to 
close versus a low of about two months in 2006, and sellers received 
about 83% of their asking prices, down from 100% in 2006. Values will 
remain under pressure in the near term, until market fundamentals are on 
the mend, but sellers of stabilized, core assets have the best chance of 
fetching a relatively high price. Updated: 03-Feb-2010 
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PROPERTY AND PORTFOLIO RESEARCH  NORTH AMERICA                 EUROPE                 ASIA-PACIFIC 

PERFORMANCE TRENDS 
Source:  PPR 
 

Derived Market Return Statistics  As of 2009Q4 
 

 Metro PPR54  Metro PPR54  Metro PPR54 
Average Annual Forecast Return 10.2 % 10.2 % Historical Volatility 8.0 % 8.6 % Risk-Adjusted Return 1.3 1.2 
Forecast Capital Value Growth 2.4 % 1.7 % Forecast Income Return Change 0.7 1.0    
 
 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Total Return 9.1 % 13.9 % 17.5 % 21.3 % 17.2 % 11.8 % -10.3 % -10.3 % 1.6 % 8.3 % 12.0 % 16.3 % 13.3 % 
Value Growth 0.7 % 5.6 % 9.8 % 14.3 % 10.9 % 5.7 % -16.1 % -17.1 % -6.3 % 0.3 % 4.3 % 8.6 % 5.8 % 
Income Return 8.4 % 8.2 % 7.7 % 7.0 % 6.3 % 6.1 % 5.8 % 6.8 % 7.9 % 8.0 % 7.7 % 7.7 % 7.5 % 
 

Derived Market Return  As of 2009Q4 
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Performance Trends 
High investor interest will keep this market expens ive and prevent 
total returns from outperforming the PPR54 benchmar k by a wide 
margin.  Average cap rates are expected to rise to 8% in 2010, resulting 
in cumulative value losses of 35% in this cycle. This compares quite 
favorably to the PPR54 average cumulative decline of 42%, and to 
declines in major markets such as New York, San Diego, Orange County, 
and San Francisco, where values are projected to fall by more than 50%. 
Thanks to relatively resilient fundamentals and investor interest across the 
globe, values are beginning to stabilize and are only expected to fall by 
another 6% before bottoming. This influx of capital will allow cap rates to 
begin to compress modestly in 2011, which will stifle returns. Total returns 
will average 14% per year from 2012–14, which will trail the PPR54 
average by 1.2 percentage points per year. Other major office markets will 
offer higher returns during that period, including Boston, Seattle, San 
Francisco, and Los Angeles, which all have predicted annual returns of 
more than 16% in the final three years of the forecast. But many investors 
will be willing to exchange that extra return for the reduced demand-side 
risk here, which will keep this market as one of the five most expensive in 
the PPR54 over the forecast. Updated: 26-Jan-2010 
 

Strategic Implications 
Asset values will continue to decline for the next few quarters, but the 
market is more than 80% through its total anticipated value losses for this 
cycle, and most other office markets are in even worse shape. Values will 
recover by nearly 20% from their trough by the end of 2014, so current 
owners should probably bite the bullet and hold in order to reap the 

rewards down the road . However, if investors need to sell assets 
somewhere, they may get buyer interest at more reasonable prices in 
D.C. than elsewhere. As the large recent deals in the District show, this 
market’s demand stability is particularly attractive to risk-averse investors 
today. Since defense-spending cuts are likely in the next decade due to 
the huge federal deficit, selling in defense-heavy Northern Virginia would 
be recommended over selling in the District or Suburban Maryland. 

D.C. is a good bet for core acquisitions, thanks to  its liquidity and 
relatively stable demand.  Given the increasing investor interest in this 
market in recent months, potential buyers in D.C. should start shopping 
soon. However, future value losses averaging 6% and future NOI losses 
averaging 12% should be taken into account. Asset values will start to 
stabilize in 2011 and are expected to really take off in 2012–14, so 
investors should not wait too long before jumping in. This market won’t 
have the strongest value growth during the recovery through 2014, so 
opportunistic investors with short time horizons may want to look to 
cheaper markets with growth potential to maximize returns. Total returns 
in many markets will outperform those of Washington over the next five 
years, but the current recession shows the value of stability, a 
characteristic of this market that makes it an essential part of a diversified 
office portfolio and a favorite for long-term investors. 

The best submarkets for acquisitions vary by invest ment strategy.  Of 
course, different types of opportunities can arise almost anywhere, but in 
general, the District - Central Core and Rosslyn/Ballston, with their solid 
occupancies and high rents, are most favorable for core investments. 
Montgomery/I-270 would be a good place to look for value-add 
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opportunities. Health care and energy should be strong demand drivers in 
the next cycle, and this submarket is poised to gain from growth in those 
industries. There are also planned infrastructure projects (the purple line 
for the Metrorail and the inter-county connector highway) that will improve 
accessibility here, although their completion dates are outside the forecast 
window. Opportunistic investors might venture into the Northern Virginia 
submarkets to capture demand from high tech companies and defense 
contractors. However, the long-term risk of defense-spending cuts should 
not be ignored when considering acquisitions. 

Lenders holding D.C. office loans can breathe a bit  easier than most . 
Because forecast cumulative NOI losses in this market are among the 
lowest quartile of the PPR54, debt coverage ratios are less likely to fall to 
the point that borrowers will default. Make no mistake — steep value 

losses are causing some borrowers to go underwater on their loans, and 
some will default. But these situations won’t be as prevalent as in other 
metros because cash flows are holding up better here, and it’s highly 
unlikely that banks will take back keys if borrowers continue to make 
payments. Accordingly, CMBS delinquency rates are trending in line with 
the PPR54 average. Lenders considering extensions should keep in mind 
that NOIs will continue to fall in the near term and will end 2014 below 
today’s level, so longer extensions may be more effective (although this 
will vary case by case). And lenders that do foreclose on office buildings 
here will benefit from the fact that many investors are still interested in this 
market, which should help them to get a higher (though still significantly 
discounted) price. Updated: 26-Jan-2010 

 
DMR Relative to Other Office Markets  As of 2009Q4 
 

Average Annual Forecast Return 6.5 % 13.4 %

 

Historical Volatility 5.1 % 12.8 %

 

Risk-Adjusted Return 0.5 2.0
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Capitalization Rates: Is the Peak of This 
Cycle Behind Us?

The average cap rate rose 77 basis points to 
8.19% for all product types at year-end 2009, 
after rising 92 basis points in 2008. The rise in cap 
rates began in 2007, after declining since 2002 as 
cash flooded into real estate in the face of weaker 
equity markets. Although cap rates have been 
rising, they have yet to reach the cyclical peak of 
9.50% achieved in 2001, and probably will not. 
Anecdotally, our clients tell us that cap rates began 
to plateau in the summer of 2009, as demand 
started to rebound for Washington area assets. 
Both domestic and foreign buyers are attracted to 
Washington’s economic stability and projected 
employment growth, driven by government hiring.  

Although cap rates have risen during the past 
12 months, rates have showed signs of ticking 
down since June 2009. All product types 
declined, with the exception of office. The 
apartment property type showed the largest 
decline, at 29 basis points.  With the decline of 
property values, low-interest rates, and solid 
fundamentals of the Washington metro area, we 
expect demand for assets to gradually increase as 
equity-laden investors take advantage of this 
market – putting downward pressure on cap rates 
over the next year. 

Product Type Basis Point Change in 
Cap Rate 6/09-10/09 

Apartments             -29
Industrial/Distribution -16
Shopping Center           -6
Office               13

The Regional Economy: A Plurality Believes
the Worst is Behind Us 

58% of respondents believe that business 
conditions during 2009 were worse than 
conditions experienced during 2008. 44% of 
respondents believe 2010 will bring better 
business conditions than 2009.

71% of respondents focusing on the office sector 
believe conditions will remain the same as in 
2009, with 29% stating conditions will improve. 
However, 37% of respondents focusing on the 
apartment sector believe conditions will remain 
the same as in 2009, compared to 47% stating 
conditions will improve.

Just over half of the respondents believe overall 
market conditions will improve in the year 2010. 
Specifically, most of those respondents believe 
conditions will start to improve during the third 
quarter of 2010. However, over half, 57.5%, of the 
respondents believe it will take five years or 
longer for property values to return to peak levels 
(as experienced during 2007). 21.0% believe it 
will take four years. Only 7.0% believe it will take 
two years to return, with the remaining 14.5% 
expecting values to return to peak in three years.  

Despite soft local economic conditions, 
Washington’s pain does not compare to the 
deterioration seen in other metro areas nor at the 
national level due in large part to the presence of 
the Federal government – an engine that never 
stops.

CAP RATES IN USE AT YEAR-END 2009 
BY THOSE LOOKING TO ACQUIRE ASSETS 

Product Type All Respondents Developers of This  
Property Type 

Apartments: High-Rise - Class A 6.61% 6.62%
Apartments: Suburban Garden - Class A 7.09% 7.10%
Office: CBD - Class A 7.25% 7.18% 
Apartments: Suburban Garden - Class B 7.75% 7.77%
Office: CBD - Class B 8.16% 8.08% 
Shopping Center: Grocery Anchored - Class A 8.51% 8.42%
Office: Suburban - Class A 8.54% 8.53%
Industrial/Distribution: Class A 8.91% 9.07%
Office: Suburban - Class B 9.44% 9.40%
Hotels: Suburban - Class A 9.66% 10.18% 
Note: Buyer’s cap rate, based on prior 12 months NOI, before reserves. 
Source: Annual survey by Delta Associates, conducted October 2009, of the region’s leading commercial real estate players. 
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PROTOTYPICAL DEVELOPMENT ECONOMICS 
FOR AN OFFICE BUILDING

WASHINGTON METROPOLITAN AREA
YEAR-END 2009

(Per Rentable Square Foot)

Suburban Office Downtown Office

A. Hard Costs 162$291$

B. Soft Costs 801$46$

C.  Sub-Total, Development Costs (Excluding Land) 963$652$

D.  Land Costs (Per FAR) 031$25$

E.  Total, All-In Development Costs 994$803$

F.  Required Rents (GFS) Needed to 
     Support New Development* 17$74$

* Pro Forma Rent Calculations
%2.9%1.01 )%( tnemeriuqeR nruteR tsoC no hsaC  .A
19.54$32.13$ )$( tnemeriuqeR nruteR tsoC no hsaC  .B

05.31$)52.0$ .xorppA fo sevreseR gnidulcnI( .pxE .pO  .C $22.00
19.76$37.44$C & B fo muS  .D

%59etaR ycnapuccO yB dediviD  .E 95%
84.17$90.74$tneR ecivreS lluF ssorG deriuqeR slauqE  .F

Approximate Rent Required per Rentable SF: 17$74$

Source: Based on Delta Associates' October 2009 Market Maker survey of area developers and owner/operators.
Delta Associates, the research affiliate of Transwestern, is headquartered at:
500 Montgomery Street, Suite 600, Alexandria, VA  22314; 703-836-5700; FAX: 703-836-5765; e-mail: info@DeltaAssociates.com

TABLE 8
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Year-End 2009 Vacancy SF Under
Total SF Avail. at End of Constr. or

Rentable SF Immediately Q4 2009 Renovation
All Bldgs. 1/ All Bldgs. 2/ 2006 2007 2008 2009 w/ Sublet at Q4 2009 2006 2007 2008 Q4 2009 All of 2009

Bethesda/Chevy Chase 11,293,448          767,954               5.9% 4.9% 3.8% 6.8% 10.3% -                     483,000 110,000 121,000 (22,000) (43,000)
North Bethesda 10,326,658          1,404,425            8.3% 8.5% 11.2% 13.6% 14.8% -                     -                     151,000             (78,000)              -                     (248,000)                    
Rockville 8,588,860            1,331,273            5.7% 8.4% 10.9% 15.5% 16.2% -                     124,000 (129,000) 144,000 (60,000) (28,000)
North Rockville 11,820,950          1,513,082            9.4% 8.6% 9.2% 12.8% 16.0% -                     (41,000) 288,000 292,000 47,000 65,000
Gaithersburg 5,281,815            834,527               8.6% 14.5% 12.0% 15.8% 16.0% -                     (135,000) (132,000) 87,000 (5,000) (85,000)
Germantown 2,435,685            362,917               12.2% 6.3% 13.8% 14.9% 16.8% -                     (27,000) 52,000 (36,000) 27,000 (26,000)
Kensington/Wheaton 1,406,234            115,311               2.4% 3.2% 5.8% 8.2% 8.3% -                     51,000 (11,000) (37,000) (1,000) (33,000)
Silver Spring 6,903,910            566,121               3.1% 5.7% 6.8% 8.2% 9.3% -                     7,000                 (147,000)            (76,000)              5,000                 (50,000)                      
N. Silver Spring/Rt. 29 2,980,145            190,729               2.3% 4.3% 5.5% 6.4% 7.1% -                     (12,000) (32,000) (35,000) 3,000                 22,000
TOTAL - Montgomery Co. 61,037,705          7,086,340            6.8% 7.6% 8.7% 11.6% 13.4% -                     450,000 150,000 382,000 (6,000) (426,000)

Beltsville/Calv./Coll. Park 5,304,784            816,937               15.0% 13.1% 12.6% 15.4% 16.0% 391,906             (50,000) 303,000 10,000 120,000             (41,000)
Laurel 2,509,823            313,728               10.2% 11.8% 10.8% 12.5% 12.8% -                     (4,000) (27,000) 25,000 (3,000) (44,000)
Greenbelt 3,016,041            672,577               13.5% 14.6% 20.9% 22.3% 24.7% -                     (113,000) (33,000) (154,000) (12,000)              (42,000)
Lanham/Landover/Largo 4,951,020            1,054,567            15.1% 15.7% 18.6% 21.3% 22.4% -                     (280,000)            120,000             (123,000)            (10,000)              (134,000)                    
Bowie/Marlboro/South P.G. 3/ 5,811,217            1,034,397            9.4% 11.5% 14.0% 17.8% 18.8% -                     58,000 72,000 187,000 (45,000) (86,000)
TOTAL - Prince George's Co. 21,592,885          3,892,206            13.1% 13.4% 15.3% 18.0% 19.1% 391,906             (389,000) 435,000 (55,000) 50,000 (347,000)

Frederick County 5,798,041            707,361               9.2% 9.0% 8.7% 12.2% 12.7% 190,658             179,000 335,000 197,000 (5,000) 124,000                     

TOTAL - Suburban Maryland 3/ 88,428,631          11,685,906          8.4% 9.1% 10.3% 13.2% 14.8% 582,564             240,000 920,000 524,000 39,000 (649,000)

Vacancy Rate with Sublet Space 9.7% 10.6% 11.8% 14.8%

1/ Includes buildings 15,000 SF RBA and greater. Does not include buildings under construction or buildings owned by the government.
2/ Does not include sublet space.
3/ 2008 numbers have been ameded due to lease cancellation at 8903 and 8905 Presidential Parkway.

Source: Inventory and Vacancy from analysis of CoStar data, Net Absorption computed by Delta Associates; December 2009.
Delta Associates, the research affiliate of Transwestern, is headquartered at:
500 Montgomery Street, Suite 600, Alexandria, VA  22314; 703-836-5700; DeltaAssociates.com.

Submarket

Direct Vacancy Rate at End of:
Net Absorption (SF)

TABLE 22
SUMMARY OF OFFICE MARKET INDICATORS - ALL SPACE

SUBURBAN MARYLAND
2006 THROUGH 2009

TABLE 24
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Direct Vacancy Rate SF Under
Total SF Available Vacancy with Construction or

Submarket Rentable SF 2/ Immediately 3/ Rate Sublet Space Renovation 2006 2007 2008 Q4 2009 All of 2009
Bethesda/Chevy Chase 5,174,211                346,672                  6.7% 11.0% -                                 508,000 44,000 (34,000) -                       75,000                       
North Bethesda 4,424,299                765,404                  17.3% 19.6% -                                 76,000                 43,000                 7,000                   (9,000)                  (288,000)                    
Rockville 3,434,177                594,113                  17.3% 18.5% -                                 116,000 (13,000) 218,000 3,000 117,000
North Rockville 8,220,338                1,068,644               13.0% 17.6% -                                 (43,000) 284,000 292,000 25,000 117,000
Gaithersburg 1,489,124                333,564                  22.4% 22.7% -                                 (77,000) (43,000) 106,000 16,000 30,000
Germantown 1,682,920                319,755                  19.0% 22.0% -                                 46,000                 37,000                 4,000                   17,000                 (32,000)                      
Kensington/Wheaton 65,000                     -                          0.0% 3.1% -                                 19,000                 -                       -                       -                       -                             
Silver Spring 3,588,215                182,999                  5.1% 6.1% -                                 (4,000) (25,000) (49,000) 19,000 (13,000)                      
N. Silver Spring/Rt. 29 1,590,620                82,712                    5.2% 6.1% -                                 (2,000)                  (9,000)                  14,000                 (2,000)                  (5,000)                        
TOTAL - Montgomery Co. 29,668,904              3,693,862               12.5% 15.3% -                                 639,000 318,000 558,000 69,000 1,000

Beltsville/Calverton/College Park 2,195,946                252,534                  11.5% 12.5% 268,762                         (15,000)                314,000               (22,000)                115,000               109,000                     
Laurel 1,471,426                153,028                  10.4% 11.0% -                                 19,000                 (54,000)                57,000                 (10,000)                (15,000)                      
Greenbelt 1,412,715                353,179                  25.0% 29.8% -                                 (49,000)                21,000                 (194,000)              (30,000)                (52,000)                      
Lanham/Landover/Largo 2,137,730                476,714                  22.3% 23.2% -                                 (188,000)              121,000               (17,000)                9,000                   (58,000)                      
Bowie/Marlboro/South P.G. 4/ 1,858,682                479,540                  25.8% 27.6% -                                 57,000                 (25,000)                133,000               57,000                 79,000                       
TOTAL - Prince George's Co. 9,076,499                1,714,995               18.9% 20.6% 268,762                         (176,000)              377,000               (43,000)                141,000               63,000                       

Frederick County 3,486,814                435,852                  12.5% 13.0% 120,765                         79,000                 247,000               145,000               58,000                 155,000                     

TOTAL - Suburban Maryland 4/ 42,232,217              5,844,709               13.8% 16.3% 389,527                         542,000 942,000 660,000 268,000 219,000
1/ Class A is defined as buildings greater than 50,000 SF and built after 1984.
2/ Includes buildings 50,000 SF RBA and greater. Does not include buildings under construction or buildings owned by the government.
3/ Does not include sublet space.
4/ 2008 numbers have been ameded due to lease cancellation at 8903 and 8905 Presidential Parkway.

Source: Inventory and Vacancy from analysis of CoStar data, Net Absorption computed by Delta Associates; December 2009.
Delta Associates, the research affiliate of Transwestern, is headquartered at:
500 Montgomery Street, Suite 600, Alexandria, VA  22314; 703-836-5700; DeltaAssociates.com.

Net Absorption (SF)

TABLE 23
SUMMARY OF OFFICE MARKET INDICATORS - CLASS A 1/

SUBURBAN MARYLAND
2006 THROUGH 2009

Year-End 2009

TABLE 25
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Avg. TI Package
% Change ($/SF)

Submarket 2006 2007 2008 2009 2006 2007 2008 2009 12/08-12/09 Year-End 2009

Montgomery County

Bethesda/Chevy Chase $31.15 $33.15 $34.05 $32.40 -4.8% $30.50 $32.00 $32.90 $31.05 -5.6% $49.00
50.92$00.13$07.03$52.03$adsehteB htroN -6.3% $27.85 $28.30 $28.50 $26.40 -7.4% $43.00
00.72$01.92$01.92$50.82$ellivkcoR -7.2% $27.95 $28.05 $27.90 $25.50 -8.6% $40.00
08.52$06.72$07.72$06.62$ellivkcoR htroN -6.5% $26.40 $26.45 $26.30 $24.15 -8.2% $40.00

Gaithersburg/Germantown $22.75 $22.75 $22.35 $20.90 -6.5% $22.65 $22.50 $22.10 $20.40 -7.7% $30.00
59.42$08.62$54.62$06.42$gnirpS revliS -6.9% $24.50 $25.70 $26.00 $23.95 -7.9% $30.00

Prince George's County

Beltsville/Calverton/College Park $21.05 $22.00 $21.90 $21.00 -4.1% $20.95 $21.55 $21.40 $20.10 -6.1% $21.00
00.71$00.81$50.81$06.81$leruaL -5.6% $18.50 $17.90 $17.75 $16.35 -7.9% $20.00
00.02$04.12$50.22$02.12$tlebneerG -6.5% $21.10 $21.30 $20.60 $18.85 -8.5% $18.00

Lanham/Landover/Largo $19.85 $20.75 $20.45 $19.00 -7.1% $19.65 $19.75 $19.45 $17.70 -9.0% $16.00

Note:  We report rent rate trends on a semi-annual basis, so as to assure sufficient data exists to make informed observations on these trends.

Source: Proprietary database of actual lease transactions from Transwestern and Delta Associates, CoStar; December 2009.
Delta Associates, the research affiliate of Transwestern, is headquartered at:
500 Montgomery Street, Suite 600, Alexandria, VA  22314; 703-836-5700; DeltaAssociates.com.

TABLE 24

Average Face Rent ($'s/SF, GFS) For: Average Effective Rent ($'s/SF, GFS) For:

RENT RATE ANALYSIS BASED ON A SELECTED SAMPLE OF ACTUAL LEASE TRANSACTIONS
ALL CLASSES OF OFFICE BUILDINGS

SUBURBAN MARYLAND OFFICE SUBMARKETS
2006 THROUGH 2009

TABLE 26
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SUBMARKET MAP Author: Stephanie Hession (stephanie.hession@pprglobal.com) 
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SUPPLY, DEMAND, AND VACANCY TRENDS  (Montgomery County) 

Source:  PPR 
 

Submarket Overview 
Montgomery County is the wealthiest county in Maryland, with a median household income of $102,000. About 31% of the housing units are renter–
occupied, according to Pop Stats, with rental units are concentrated near the Capitol Beltway (in Bethesda, Silver Spring, and Wheaton) and along I–270 
and the Metrorail's red line (in Rockville, Gaithersburg, Montgomery Village, and Germantown). As traffic congestion on these major highways continues 
to worsen, expect transit–oriented development near the Metrorail stations to dominate multifamily construction over the forecast. Updated: 11-Feb-2010 
 

Annual Supply, Demand, and Vacancy  As of 2009Q4 
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Vacancy Overview 
As in most submarkets in the metro, vacancies diminished in late 2009, because demand remained positive while supply was quiet. Demand has held 
up exceptionally well, as payrolls of the submarket's major employers, including the FDA, NIH, and Department of Energy, did not get cut during the 
downturn. Three projects are expected to deliver this year, including 210 units at North Bethesda Market, 325 units at Cameron House, and 279 units at 
Twinbrook Station, which will keep vacancies from dropping until 2011. Continued strong demand will allow vacancies to drop steadily in the final years 
of the forecast, ending 2014 near 4.5%. Updated: 23-Feb-2010 
 

Supply, Demand, and Vacancy Statistics  As of 2009Q4 
 

Annual Trends 
 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Change in Supply* -827 853 1,508 0 1,132 160 849 862 898 
Change in Demand* 1,426 315 910 582 943 894 1,270 1,291 1,011 
Vacancy Rate (Q4) 6.0 % 6.6 % 7.2 % 6.5 % 6.6 % 5.8 % 5.2 % 4.7 % 4.5 % 
 

Quarterly Trends 
 2008Q4 2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3 2010Q4 
Vacancy Rate 7.2 % 7.6 % 7.1 % 6.0 % 6.5 % 6.7 % 6.6 % 6.7 % 6.6 % 
 

*In Units 
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RENT TRENDS  (Montgomery County) 

Source:  PPR 
 

Average Rent Growth Year-Over-Year  As of 2009Q4 
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Rent Trends 
While growth has softened in recent months, average asking rents will barely fall in Montgomery County during this cycle. According to Axiometrics, 
effective rents have decreased slightly, as concessions have risen from an average of just $32/unit (23% of units offering them) in early 2008 to $98/unit 
in the fourth quarter, with 44% of units (in 120 buildings surveyed) offering concessions. But rent growth will outperform in the outer years of the forecast, 
as the economy rebounds and the pick–up in job growth leads to an increase in apartment absorption. Updated: 23-Feb-2010 
 

Rent Statistics  As of 2009Q4 
 

Annual Trends 
 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Rent Level $1,430.52 $1,497.17 $1,534.92 $1,548.46 $1,542.00 $1,567.18 $1,623.30 $1,704.67 $1,788.21 
Rent Growth 5.7 % 4.7 % 2.5 % 0.9 % -0.4 % 1.6 % 3.6 % 5.0 % 4.9 % 
 

Quarterly Trends 
 2008Q4 2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3 2010Q4 
Rent Level $1,534.92 $1,531.85 $1,524.19 $1,554.68 $1,548.46 $1,543.28 $1,540.87 $1,540.69 $1,542.00 

INVESTMENT TRENDS  (Montgomery County) 

Sources:  PPR; CoStar Group, Inc. 
 

Closed Transactions Past Two Years 
 

 Submarket Metro 
 Volume Count Price/Unit Volume Count Price/Unit 
Last 12 Months 147,671,000 8 $98,381.74 1,235,354,000 31 $153,899.80 
Previous 12 Months 493,060,000 8 $174,720.10 1,541,693,000 28 $135,094.10 
 

Investment Trends 
After a quiet start to the year, five deals for more than $10 million closed in the final four months of 2009. Thanks to its promising demographics 
and employment story, the Montgomery County apartment market is attracting a lot of investor interest. In September, Equity Residential sold the 192-
unit Aspen Crossing to Mid-City Financial Corp. for $20.8 million, or about $108,000/unit, according to CoStar Group. The location of the property (near 
the future InterCounty Connector) reportedly attracted the buyer to the 96%-occupied complex. Equity also sold the 236-unit Fireside Park Apartments in 
Rockville to Hampshire Properties for $25.8 million, or $109,000/unit. It had purchased the asset 10 years earlier for about $13.4 million. The buyer 
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obtained a $21 million loan from PNC Multifamily Mortgage, which displays the advantage that multifamily borrowers have over those trying to find 
financing for other commercial property types. 

Two closed deals reported cap rates above 7% in the second half of October. A joint venture of the Abbey Road Property Group and Buvermo 
Properties purchased the Woodberry Park Townhomes in Silver Spring for $22 million, or $111,000/unit, at a 7.2% cap rate from Fairfield Properties, 
with a down payment of 20% and financing from Fannie Mae. JPMorgan Chase sold Beacon Place at the Kentlands in Gaithersburg for $34.5 million 
($144,000/unit) in a 1031 exchange at a cap rate of 7.4%. To put this into perspective, the average cap rate in 2006 was 5.6% and has steadily 
increased to an average of 7.5% in 2009. With quite a bit of transaction activity in this submarket at the peak, some distress could emerge. However, 
rents are also holding up well, which should help current owners to hold through the recession. Updated: 09-Feb-2010 
 

Recent Transactions 
 

Title Date Units Buyer Seller Price/Unit 
Avalon Rothbury 01-Feb-10 204 AvalonBay Communities, Inc. Gables Residential Trust $153,186 
Beacon Place at the Kentlands 30-Oct-09 240 Vanoff Enterprises LTD JPMorgan Asset Management $143,750 
Woodberry Park Townhomes 15-Oct-09 97 Abbey Road Property Group Fairfield Properties, LP $110,553 
Westerly Park Apartments 15-Oct-09 102 Abbey Road Property Group Fairfield Properties, LP $110,553 
701 Monroe St 30-Sep-09 236 Hampshire Properties, LLC Equity Residential $109,322 
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MARKET SUMMARY Contact: Stephanie Hession ( stephanie.hession@pprglobal.com ) 

The Washington apartment market appears to be stabilizing. Although the 
metro has lost jobs over the past year, its total decline in employment in 
this cycle (forecast 1%) will be among the lightest in the nation, which has 
kept apartment demand afloat. Vacancies actually decreased slightly over 
the past few quarters, while the PPR54 vacancy rate increased by 150 
basis points during 2009. As a result, rent losses have been very minimal 
to date, and the metro will be among the lowest five in the PPR54 for rent 
losses in this cycle. While apartment values have taken a substantial hit 
(down 33% from the peak as of the end of the fourth quarter), the revival 

of investor interest — which has already begun — will allow them to 
stabilize earlier than those in most markets. Rent and value growth during 
the recovery will rank in the top quartile of the PPR54, but because of the 
high investor interest, this will continue to be one of the most expensive 
apartment markets in the U.S. over the next five years. Low yields (though 
still well above those paid at the peak of the market) will prevent total 
returns from markedly outperforming the PPR54 benchmark during the 
recovery in 2012–14. Because of its demand stability, D.C. will remain a 
staple for diversified apartment portfolios. Updated: 25-Jan-2010   

ECONOMIC OVERVIEW 
Sources:  PPR; Moody’s Economy.com 
 

Demographic Trends 
 

  Annual Growth Rates  
 Current Value Current Past Decade Forecast 
 Jan 2010 Jan 2010 (2000 - 2009) (2010 - 2014) 
 Metro U.S. PPR54 Metro U.S. PPR54 Metro U.S. PPR54 Metro U.S. PPR54 
Population* 5,476 308,490 166,512 1.3 % 0.9 % 0.9 % 1.4 % 1.0 % 1.1 % 1.2 % 1.0 % 1.1 % 
Households* 2,047 115,299 61,424 1.3 % 0.8 % 0.9 % 1.4 % 0.9 % 1.1 % 1.3 % 1.2 % 1.3 % 
Median Household Income $85,811 $50,699 $56,581 -0.2 % 1.6 % -3.8 % 3.0 % 2.2 % 1.6 % 2.9 % 2.8 % 3.0 % 
Labor Force* 3,064 153,170 84,103 1.5 % -0.6 % -0.2 % 1.4 % 0.9 % 0.8 % 1.4 % 0.9 % 1.3 % 
Unemployment** 6.8 % 9.7 % 10.0 % 6.2 % 9.4 % 9.3 % 3.7 % 5.5 % 5.4 % 5.5 % 7.8 % 7.8 % 
 

*In Thousands   **The Unemployment Rate provided in the Annual Growth Rates section is the average unemployment rate during the specified period. 

 

Population & Migration 
Population growth in Washington – NoVA – MD has outpaced the U.S. 
average over the past five years, and this trend will continue over the 
forecast. With the eighth-largest population base in the nation, the metro’s 
1.2% annual population growth, projected through 2014, is not too 
shabby. It will well outperform other major metros on the E ast Coast, 
such as New York, Boston, and Philadelphia  (all have 0.3% average 
anticipated yearly growth), but will trail such Southern giants as Atlanta, 
Dallas-Forth Worth, and Houston (all have projected annual growth of 2% 

or greater). After a couple years of net out-migration (likely due to the high 
cost of housing at the peak of the market), the D.C. metro had net in-
migration beginning in the second half of 2007. In-migration is expected to 
increase until mid-2010 before tapering off, as the job market here is in 
better shape than many others, which has been attracting new residents. 
Counties with suburban bedroom communities (such as Loudoun and 
Spotsylvania) have had the strongest population growth in recent years, 
as inflated home prices forced many people to move away from the urban 
core to find affordable housing. Updated: 22-Mar-2010 

 
Employment Trends 
 

  Annual Growth Rates  
 Current Value Current Past Decade Forecast 
 Jan 2010 Jan 2010 (2000 - 2009) (2010 - 2014) 

NAICS Category Employment* 
Location  

Quotient** Metro U.S. PPR54 Metro U.S. PPR54 Metro U.S. PPR54 
Manufacturing 54 0.21 -7.3 % -7.9 % -9.0 % -3.2 % -3.9 % -3.6 % 1.3 % 0.6 % 0.9 % 
Trade, Transportation and Utilities 377 0.67 -2.1 % -3.3 % -4.2 % -0.3 % -0.5 % -0.4 % 0.8 % 1.2 % 1.4 % 

Retail Trade 252 0.77 -0.9 % -2.6 % -2.9 % -0.1 % -0.5 % -0.3 % 0.8 % 1.2 % 1.4 % 
Wholesale Trade 65 0.51 -4.1 % -3.7 % -6.3 % -0.1 % -0.6 % -0.2 % 1.4 % 1.5 % 1.7 % 
Transportation, Warehouse, Utilities 60 0.56 -4.5 % -4.8 % -5.2 % -1.1 % -0.5 % -0.8 % 0.3 % 1.0 % 1.2 % 

Financial Activities 145 0.83 -4.0 % -3.8 % -4.4 % 0.2 % 0.0 % -0.1 % 0.6 % 1.7 % 1.5 % 
Government 675 1.32 1.3 % -0.4 % -0.8 % 1.7 % 0.9 % 1.0 % 1.1 % 1.2 % 1.3 % 
Natural Resources, Mining and Construction 145 1.01 -8.8 % -13.9 % -15.9 % 0.6 % -1.3 % -0.7 % 3.9 % 2.9 % 2.7 % 
Education and Health Services 348 0.79 0.6 % 1.6 % 1.6 % 2.6 % 2.6 % 2.6 % 2.5 % 2.8 % 3.0 % 
Professional and Business Services 674 1.80 -1.0 % -3.4 % -5.0 % 2.5 % 0.1 % 0.4 % 3.0 % 3.2 % 2.8 % 
Information 81 1.30 -6.6 % -5.0 % -4.7 % -3.2 % -2.4 % -2.0 % -1.8 % 1.3 % 1.3 % 
Leisure and Hospitality 260 0.88 0.2 % -1.7 % -1.8 % 2.4 % 1.1 % 1.4 % 2.5 % 3.1 % 2.6 % 
Other Services 183 1.52 -1.2 % -2.1 % -2.4 % 2.3 % 0.4 % 0.8 % 1.3 % 2.2 % 1.8 % 
Total Employment  2,942 1.00 -1.2 % -3.0 % -3.7 % 1.3 % 0.0 % 0.2 % 1.9 % 2.0 % 2.0 % 
 

*In Thousands   **Location Quotient measures the concentration of an industry within a metro relative to that of the nation. 

 

Economic Trends 
The Washington – NoVA – MD economy is among the hea lthiest in 
the nation and appears to be emerging from recessio n. While the 
metro lost 15,300 jobs in 2009 (a 0.5% year-over-year decline in 
employment), it posted net job gains in the final six months of the year. 
The metro's unemployment rate of 6.4% in December was among the 
lowest in the nation but still well above the norm in recent years in the 3% 
range. Job sectors that have taken it on the chin include construction, 

information, manufacturing, and financial activities, which all declined by 
more than 3% over the past year. However, the government sector is 
propping up the economy, adding 16,600 jobs over the past year (2.5% 
growth). The education and health services and professional and 
business services sectors also managed to post healthy growth, with the 
two adding a net total of 9,300 jobs over the past year. Without a doubt, 
the federal government’s dominant and expanding presence in this 
market is softening the blow of job losses in the private sector. 
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D.C. has lived up to its reputation as a recession- resistant economy 
in this cycle.  The metro did not begin to lose jobs until late 2008, while 
nationally, employment began to decline almost a year earlier, and metro 
unemployment remains well below the national rate of 10%. Although 
respectable employment growth is not expected to resume until 2011, 
total job losses during the recession will amount to a little over 1% of the 
peak employment base, among the lightest in the nation (projected peak-
to-trough job losses of more than 5% are expected at the U.S. level). 
Once the national economy rebounds, so will this metro, as it has one of 
the most highly educated workforces in the country. However, because of 
the large, stable government sector, the metro’s growth won’t scream 
during the recovery, which is more likely in smaller, high-growth markets. 
But for many investors, this metro’s stability during downturns is well 
worth the slightly slower economic growth during expansion times, 
especially when the shape and timing of the recovery is still unclear, as it 
is today. Updated: 03-Feb-2010 
 

Major Employers 
The federal government is the 800-pound (8,000-poun d?) gorilla in 
D.C., directly employing 363,000 metro residents — of 12% of all workers. 
The largest payrolls are at the Department of Defense, the Washington 
Navy Yard, Bolling Air Force Base, and Fort Detrick. Government 
contractors, including Lockheed Martin, Northrop Grumman, SAIC, 
Computer Sciences Corporation, and Booz Allen Hamilton also employ 
many of the metro's residents. SAIC and Northrop Grumman both plan to 
move their headquarters from Southern California to the D.C. area in the 
next few years. If job creation requirements are met, SAIC will receive 
$8.5 million in government incentives from the state of Virginia for moving 
to Tysons Corner, and many local jurisdictions are courting Northrop 
Grumman, which has yet to select a site. 

The education and healthcare sector also stabilizes  the metro’s 
economy.  The National Institutes of Health (17,600 employees), Food 
and Drug Administration (7,700), and National Naval Medical Command 
(5,000) are all in Montgomery County, Maryland. Universities include the 
University of Maryland at College Park, George Washington University, 
George Mason University, and Georgetown University. Johns Hopkins 
University is also nearby in the Baltimore metro. A biotech corridor has 
formed in Montgomery County along I-270, with MedImmune as the 
largest player. But this sector took its lumps in recent years, as venture 
capital funding shriveled. However, venture capital funding for 
biotechnology in the metro increased in recent quarters, according to the 
fourth quarter 2009 MoneyTree Report, and the life sciences sector has 
the potential to be an economic driver over the forecast. 

While this is a government town, by no means is the  private sector 
small beans. Washington – NoVA – MD is home to 14 Fortune 500 
companies, including General Dynamics, Capital One Financial, and 
Marriott International. Hilton recently moved its headquarters from Beverly 
Hills to Northern Virginia to be closer to Europe. Information companies 
Aol and Sprint both moved their headquarters out of Northern Virginia in 
recent years, but still maintain presences here (and laid off workers in 
2009). The Gannett Company, publisher of USA TODAY, which is 

headquartered in McLean, has cut jobs several times over the past year. 
Washingtonpost.com will cut positions due to its merger with The 
Washington Post's print newsroom, and The Washington Times 
announced plans to cut about 40% of its staff of 370 in early 2010. On a 
brighter note, Microsoft plans to add 500 jobs in Montgomery County in 
the near term. But the metro's information sector is not expected to 
recover over the next five years, and by the end of 2014, it will be 41% 
smaller than it was at its early 2001 peak. Updated: 22-Mar-2010 
 

Economic Strengths and Weaknesses 
Uncle Sam and his band of contractors are among the few employers 
adding to payrolls these days, which is one of the main reasons that D.C. 
is getting out of this recession with just a few cu ts and scrapes 
instead of taking a knock-out beating . According to estimates in a 
recent report by the Partnership for Public Service, the federal 
government could hire up to 120,000 workers in the metro by the end of 
2012, which would be a 33% increase from today’s employment level. 
Agencies in D.C. and Maryland (such as the NSA, Department of Energy, 
and NIH) are expected to ramp up staff, and Northern Virginia's tech 
companies should benefit from government initiatives geared toward 
cybersecurity, logistics, and intelligence. 

While this large government presence has been an economic strength 
during this downturn and previous ones, it can also prevent the huge pops 
in employment growth during good times enjoyed by metros dependent 
on more volatile sectors. In the long term, the metro’s prosperity could 
be jeopardized if major government spending cuts ar e implemented 
to rein in the humongous national debt . While such a scenario is 
unlikely in the near future due to the still-fragile U.S. economy and high 
unemployment, a political shift toward smaller government could have 
serious implications for the metro’s economy. Defense spending exploded 
from 2000–07, increasing by 207%, which benefited D.C.’s government 
contractors. Cuts in defense spending could cost the Washington metro 
many related jobs but are unlikely in the near term, given that U.S. troops 
continue to fight overseas. 

While the metro is very much tied to government, it also has high 
exposure to many knowledge-based industries and boasts one of the 
most educated workforces in the country. More than 20% of residents age 
25 and older hold advanced degrees — the highest number in the PPR54. 
It is a destination for young professionals (tying for first place with Seattle 
in the Wall Street Journal article “The Next Hot Youth-Magnet Cities”), 
which will keep the labor force growing so that businesses can expand. 
Industries that are struggling, such as manufacturing, trade, 
transportation, and utilities, and financial activities, do not have a major 
presence here, making D.C.’s industry mix especially appealing today. 
Unless there is a major shift in federal government  spending 
policies, the metro will continue to benefit from t he massive 
government intervention in the private sector and s trong 
demographic trends.  Updated: 22-Mar-2010 
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SUPPLY, DEMAND, AND VACANCY TRENDS   
Source:  PPR 
 

Historical and Forecast Summary  As of 2009Q4 
 

Historical Peak and Trough  Historical Volatility  Average Annual Growth Rates  
       Historical Forecast 
 Peak Period Trough Period    Metro PPR54 Metro PPR54 
Vacancy Rate 9.0 % 2003Q2 3.2 % 1983Q4 Supply Volatility Ratio 0.88 Supply 1.8 % 1.5 % 0.8 % 0.6 % 
Demand (Annual) 14,239* 1988 -99* 1992 Demand Volatility Ratio 0.78 Demand 1.7 % 1.4 % 1.3 % 1.1 % 
Supply (Annual) 15,525* 1988 -1,257* 2006 Correlation 0.45 Net Demand -0.1 % -0.1 % 0.5 % 0.5 % 
 

*In Units 

 

Quarterly Supply, Demand, and Vacancy  As of 2009Q4 
 

-2,400

-1,200

0

1,200

2,400

3,600

(U
ni

ts
)

0 %

2 %

4 %

6 %

8 %

10 %

12 %

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Change in Demand Change in Supply Vacancy Rate

 
Supply, Demand, and Vacancy Statistics  As of 2009Q4 
 

Annual Trends  
 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Change in Supply* -1,257 4,667 7,588 4,577 3,839 1,584 5,273 5,357 5,582 
Change in Demand* 8,738 1,737 3,356 4,710 4,685 5,818 7,838 7,773 6,284 
Vacancy Rate (Q4) 5.5 % 6.1 % 6.8 % 6.7 % 6.5 % 5.7 % 5.1 % 4.6 % 4.5 % 
 

Quarterly Trends  
 2008Q4 2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3 2010Q4 
Change in Supply* 3,407 910 1,533 441 1,693 625 940 1,637 637 
Change in Demand* 148 -1,225 3,019 2,778 138 1,054 1,357 1,144 1,130 
Vacancy Rate 6.8 % 7.2 % 6.9 % 6.4 % 6.7 % 6.6 % 6.5 % 6.6 % 6.5 % 
 

*In Units 

 

Vacancy Overview 
Apartment vacancies in Washington actually decrease d over the 
past nine months, but the real recovery will begin in 2011.  While 
national apartment fundamentals will tick up for another few quarters due 
to steep demand losses, the outlook for D.C. is much brighter. As of the 
fourth quarter, the metro vacancy rate was down 10 basis points from a 
year earlier, while vacancies rose by 150 basis points across the PPR54 
during that time. This market’s vacancy rate is expected to tick down a bit 
over the next 12 months, but vacancies at the national level will end 2010 
an average of 30 basis points above where they started. The post-
recession outlook for this metro is not too shabby, either. New supply will 

remain steady but manageable over the forecast, as plummeting capital 
values and lack of construction financing have prevented 
groundbreakings in recent quarters. And a healthy demand recovery, 
fueled by strong demographics and job growth, will help to bring the 
vacancy rate down below the market's historical average of 6.5%, to 
about 4.5% at the end of 2014. 

The luxury market has improved but remains soft . According to data 
from Axiometrics, Class A vacancies maintained an average spread of 
340 basis points over the metrowide average in 2007 and 2008, as new 
construction (mostly luxury) continuously delivered while demand began 
to wane. But as vacancies for Class B and C properties began ticking up 
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and construction slowed, this spread narrowed to about 150 basis points 
in 2009. With few new projects getting underway now, it is likely that Class 
A vacancies will improve swiftly once the economic recovery picks up 
steam. Updated: 25-Jan-2010 
 

Demand Trends 
Apartment demand in D.C. was extremely resilient du ring the 
downturn and will remain strong over the forecast. In the past two 
recessions, apartment demand declined by less than 1%, as the metro’s 
strong household growth and relatively stable job market limited their 
negative impact here. This trend held true this time around, with just one 
quarter of negative absorption in 2009. Total job losses during the 
recession on a percentage basis will be among the lightest in the nation, 
with a cumulative decline of 1% versus 4.9% for the PPR54. Also, the 
unemployment rate is expected to peak in the low-7% range here, versus 
an expected peak of over 10% in 2010 at the U.S. level. The local 
population will continue to swell (by 1.2% per year on average versus only 
1% nationally), and average annual in-migration of 17,300 people is 
expected over the forecast. This — along with the 9.7% cumulative 
increase anticipated over the next five years in the apartment-renting age 
cohort (20–34-year-olds) equating to a net gain of 111,000 young adults 
— will drive above-average household formation of 1.4% per year over 
the forecast. The downside to the metro’s stability is that it limits 
screaming growth during expansionary periods. The strongest cumulative 
demand growth from the trough through 2014 will be found in small, high-
growth metros (Raleigh, Orlando, , and Palm Beach rank the highest). 
Updated: 25-Jan-2010 

 

Supply Trends 
Apartment deliveries are winding down.  Many of the upscale projects 
that completed over the past two years as rentals were originally planned 
as condos, such as Senate Square (432 units) and V at City Vista (224 
units) in the District, and Zoso Flats (114 units) and the Palatine (274 
units) in Arlington (NoVA – Inner Beltway Submarket), and they have 
been leasing up slowly but surely thanks to generous concessions. In 
2010, 14 projects totaling about 3,800 units are expected to complete, 
which will keep vacancies elevated despite growing demand. Included in 
these are 279 units at Twinbrook Station in Rockville, 240 units at The 
Reserve at Tysons Corner, and 300 units at the Millennium at 
Metropolitan in Pentagon City. Metrowide supply will be the lightest in 

2011 (1,600 units), as few projects are getting underway now and it takes 
approximately two years to get a major complex off the ground. However, 
this metro’s sunny long-term demand outlook will push developers to get 
going on planned projects once capital becomes available and the 
recovery is decidedly underway. In fact, IBG Partners recently obtained a 
$50 million HUD loan for a 218-unit complex in the Mount Vernon Triangle 
neighborhood of D.C., according to GlobeSt., signaling that this trend may 
already be starting. Updated: 25-Jan-2010 
 

Forecast Risks 
D.C.'s economic stability, solid population and hou sehold growth, 
and young demographics point to a rosy apartment de mand story 
over the next five years.  While a slower job-growth recovery could delay 
the rebound in apartment demand in many markets across the country, 
this is less likely here thanks to the federal hiring binge in the works. But 
in this metro, supply risk from ground-up construction needs to be 
monitored closely. The demand story here is no secret, and many 
developers would like to get a piece of the pie. Once credit becomes 
available for construction projects, shovels will be quick to hit dirt here. 

The impact of the local for-sale market on apartmen t fundamentals is 
a wild card.  Home prices have taken a major hit, making ownership more 
affordable. If more renters take advantage of lower home prices and enter 
the for-sale market, it will hinder apartment demand (although tighter 
mortgage underwriting standards should prevent this from making too 
much of a dent). The woes in the housing market are also causing condo 
and single-family home shadow supply to increase. Owners who can’t sell 
are being forced to rent properties, and investors are purchasing 
foreclosed homes to draw tenants who might have rented apartments. For 
instance, the developer of the DuMont (559 units), a high-profile luxury 
condo project in the District, has reportedly returned buyers' deposits. At 
least one of the two buildings that make up the complex will likely enter 
the rental market after a buyer is found, which would add about 300 more 
units to supply. In January, The Floridian (118 units) condominium 
building in the District was sold in a foreclosure auction, but luckily for 
apartment fundamentals, the buyer plans to sell the remaining units. If 
other condo projects succumb to a similar fate, this could become a more 
pervasive problem, although the situation is not as dire as in other metros, 
such as Miami, where condo construction ran much further ahead of 
demand. Updated: 19-Jan-2010 

RENT AND NOI TRENDS 
Source:  PPR 
 

Rent and NOI Statistics  As of 2009Q4 
 

 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Rent Level $1,247 $1,220 $1,225 $1,262 $1,334 $1,394 $1,418 $1,423 $1,403 $1,420 $1,467 $1,531 $1,601 
Rent Growth -2.2 % -2.2 % 0.4 % 3.0 % 5.7 % 4.5 % 1.7 % 0.3 % -1.4 % 1.2 % 3.3 % 4.4 % 4.6 % 
NOI Growth -8.4 % -7.7 % -1.2 % 3.5 % 10.2 % 7.7 % -1.9 % 0.1 % -0.4 % 0.6 % 2.6 % 4.0 % 4.6 % 
 
 Metro PPR54  Metro PPR54 
Average Annual Forecast Rent Growth 2.4 % 0.9 % Average Annual Forecast NOI Growth 2.3 % 0.4 % 
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Average Rent Growth Year-Over-Year  As of 2009Q4 
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Rent Trends 
Washington apartment landlords, rejoice! Rent losse s here will be 
among the lowest in the nation.  While rents are still under pressure due 
to higher vacancies, with very little demand loss in D.C., asking rents will 
not be slashed here. They will dip just 2% as a result of this recession, 
which is the mildest projected loss in the PPR54. Effective rents have 
certainly fallen by more (44% of units were offering concessions at an 
average of 6% of asking rents as of December, according to Axiometrics), 
owners here have retained much more pricing power than those in Los 
Angeles (19% total forecast decline in asking rents) and New York (13% 
total forecast decline). Baltimore and Boston will also have very light 
losses (less than 6%), while rents at the PPR54 level are forecast to fall 
by 11.7% from peak to trough. While the recovery will not begin until 
2011, growth will be strong in the final years of the forecast. Rent growth 
averaging 4.1% annually is expected from 2012–14 versus 3.2% for the 
PPR54. 

As more luxury product has come on line, the spread  between Class 
A and B asking rents has increased.  According to data from 
Axiometrics, the average Class B asking rent is 20% below the Class A 
average as of December, and that gap has widened over the past 12 to 
18 months, as uber-luxury complexes such as The Palatine, Senate 
Square, Vista on Courthouse, and 220 Twentieth Street (all with average 
asking rents near $3,000/month) hit the market. Rather than dropping 

asking rents, these swanky complexes have been relying on concessions 
of several months of free rent to get tenants in the door. While their 
vacancies remain elevated, they have been decreasing steadily. But 
Class B and C complexes suffering from an uptick in vacancies (and 
competition from single-family shadow supply and the newly affordable 
for-sale market) have been quicker to cut asking rents, albeit modestly 
compared with most U.S. apartment markets. This probably leaves Class 
A in a better position. As soon as those concessions burn off, Class A 
effective rents will zoom up, whereas asking rents are sticky, so Class B 
and C complexes might take longer to push asking rents and increase 
income. Updated: 25-Jan-2010 
 

NOI Trends 
NOI losses will be mild and healthy gains are antic ipated from 2012–
14. Although vacancies in D.C. have risen slightly and rents are stagnant, 
vacancies in most markets have shot up, causing rents to plummet. The 
rental pool continues to grow here, which will help to insulate landlords’ 
income streams; NOIs will fall by about 2% cumulatively here versus the 
13% decline expected at the national level. Because healthy rent growth 
will not resume until 2012, income growth will also be lacking in the near 
term. But it will be quite strong in the final three years of the forecast, 
averaging 3.7% annually, outperforming the national benchmark by 60 
basis points per year. Updated: 25-Jan-2010 

INVESTMENT TRENDS   
Sources:  PPR; CoStar Group, Inc. 
 

Recent Transactions 
 

Title Submarket Date Units Buyer Seller Price/Unit 
The New Amsterdam District 26-Feb-10 90 Van Metre Companies Pennrose Properties, LLC $130,556 
Senate Square District 22-Feb-10 420  ABDO Development $288,095 
The Grand Montgomery County 19-Feb-10 274 Bernstein Management Corporation Forest City Enterprises, Inc. $186,908 
Lenox Park Apartments Montgomery County 19-Feb-10 203 Bernstein Management Corporation Forest City Enterprises, Inc. $186,567 
Lenox Club NoVA - Inner Beltway 19-Feb-10 192 Bernstein Management Corporation Forest City Enterprises, Inc. $187,053 
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Investment Sales Activity 
 
Trailing 3-Month Sales Activity  Updated: 08-Mar-2010 
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Investment Trends 
Washington apartment assets are selling like hot ca kes. In the first 
half of 2009, when the capital markets were frozen and no end was in 
sight for the recession, there were only six transactions for $5 million or 
more (two in MD, three in VA, and one in D.C.), according to CoStar 
Group. But things started heating up in July, when two major deals for 
more than $50 million each closed in Northern Virginia. Transaction 
volume has spiked in recent months, with $643 million worth of deals 
closing in the fourth quarter and $660 million in the first two months of 
2010! With total annual volume of $1.1 billion last year, this metro 
commanded 5.7% of U.S. apartment investment dollars in 2009 (versus 
an average of 3.7% per year from 2005–08). Because this apartment 
market has held up so well through the recession, more buyers and 
sellers are able to agree on pricing here. 

While D.C. looks pretty good on a relative basis, i t’s not all roses and 
sunshine here. The weighted average price per unit of assets sold in 

2009 of $128,000 was down 18% from the peak in 2007, per CoStar 
Group. The average cap rate reported on those deals was 7.1%, up 90 
basis points from two years prior, and it took an average of nine months 
for transactions to close, versus an average of less than four months from 
1999 to 2007. Even though a few deals have closed in recent months with 
cap rates below 6%, values have still fallen substantially in this market. 

But Class A apartment product in desirable location s is commanding 
a hefty premium. The five largest deals in the metro over the past year 
were for assets built in the past 10 years (three in Arlington and two in the 
District). Reported cap rates for deals of $50 million or more (which were 
available for half of the transactions) averaged just 6.3%, indicating that 
owners of higher-quality apartment complexes are more likely to get a 
reasonable price if they need to sell. With so much competition, pricing 
has gotten too rich for many potential buyers in this market. Updated: 15-
Mar-2010 

PERFORMANCE TRENDS 
Source:  PPR 
 

Derived Market Return Statistics  As of 2009Q4 
 

 Metro PPR54  Metro PPR54  Metro PPR54 
Average Annual Forecast Return 10.8 % 10.2 % Historical Volatility 7.6 % 7.7 % Risk-Adjusted Return 1.4 1.3 
Forecast Capital Value Growth 3.8 % 2.4 % Forecast Income Return Change 0.8 1.6    
 
 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Total Return 10.1 % 13.5 % 15.2 % 24.4 % 15.8 % 2.7 % -10.3 % -5.9 % -1.0 % 11.4 % 14.1 % 15.2 % 15.3 % 
Value Growth 3.0 % 7.2 % 9.3 % 18.9 % 10.7 % -2.3 % -15.3 % -11.8 % -7.7 % 4.0 % 6.9 % 8.2 % 8.5 % 
Income Return 7.1 % 6.4 % 5.9 % 5.5 % 5.1 % 5.0 % 5.0 % 5.9 % 6.7 % 7.3 % 7.2 % 7.0 % 6.8 % 
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Performance Trends 
Relatively rich pricing will limit total returns of  Washington 
apartment assets, despite healthy fundamentals. While apartment 
values are expected to decline by 33% here during this cycle, this will be 
one of the five lowest cumulative losses in the PPR54. The only other 
major markets with expected cumulative declines of less than 40% are 
Dallas - Fort Worth (36%) and Houston (37%), and losses in some 
markets will surpass 50%! Yields are expected to peak at 7.3% this year, 
which is well above the 2006–07 low of 5%. However, it is on par with the 
historical average from 1982–2008, and 80 basis points below the 
projected peak for the PPR54. Investors value this market’s stability-with-
growth-potential combination now more than ever, which is keeping cap 
rates from climbing up to record highs. 

Since the forecast recovery for this liquid market is strong, many 
investors will jump at the chance to buy a D.C. apa rtment asset at 
such attractive cap rates.  This will cause values to start growing sooner 
here than in most other markets. The early return of investor interest will 
allow value growth to be above average from 2011–14, averaging 7% per 
year during that time, versus 6% for the PPR54. Because of its early 
recovery, total returns from 2010–11 will outperform the national average. 
However, because yields will remain among the lowest in the nation over 
the next five years, returns will be slightly below average from 2012–14, 
as high-growth markets will offer more attractive pricing and value growth 
once the recovery has kicked into high gear. Average annual total returns 
of 14.9% in Washington–NoVA–MD in 2012–14 will be below those in 
supply-constrained Boston (16.6%) but will best those in New York 
(13.1%), as it will take a while for values in the Big Apple to recover due to 
limited demand growth. Updated: 25-Jan-2010 
 

Strategic Implications 
For investors who have been eyeing D.C. apartments but wouldn’t 
pay a 5% cap, your time has come (but you have comp any).  First, it 
should be noted that values are expected to fall by another 8% before 
hitting bottom, so buyers should price that into their underwriting. But 
investor interest has really picked up in recent months, which means 
prices are likely to stabilize here earlier than in most markets. Pricing has 
not been this attractive since the early 2000s, and because value growth 

in the outer years will be strong, the next couple of years will be a great 
time for core investors to enter this desirable market. Opportunistic and 
value-add investors can also play here, but they will be able to achieve 
higher returns in markets that are having bigger price corrections, such as 
Southern California, the Bay Area, and South Florida. Because urban 
sprawl is a serious issue here (the metro has the second-most-congested 
roads in the U.S. after Los Angeles, according to the Texas 
Transportation Institute’s 2009 Urban Mobility Report), buyers should be 
wary of complexes with poor transportation access to the urban core, as 
suburban and exurban areas will be more likely to lose renters to the for-
sale market. 

Current owners have already written down property values by 27% from 
the peak, and given that the market’s recovery will start sooner than 
average, they should bite the bullet and hold in order to reap the rewards 
down the road. Values here will recover by 31% from their trough b y 
the end of 2014, ranking in the top quartile of the  PPR54, which will 
be worth the wait. However, if investors need to sell assets somewhere, 
they may get more buyer interest in D.C. than elsewhere, as the market’s 
demand stability is particularly attractive to risk-averse investors today. 

Lenders holding D.C. apartment loans can breathe a bit easier than 
most . Because forecast cumulative NOI losses in this market are among 
the lowest in the PPR54, debt coverage ratios are less likely to fall to the 
point where borrowers will default. Make no mistake — steep value losses 
are causing some borrowers to go underwater on their loans, and some 
will default. But these situations won’t be as prevalent as in other metros 
because cash flows are holding up better here, and it’s highly unlikely that 
banks will take back keys if borrowers continue to make payments. 
Accordingly, CMBS delinquency rates are trending well below the PPR54 
average. Lenders considering extensions should keep in mind that for the 
average property in D.C., NOIs will only fall slightly in the near term and 
will get back to today’s level by mid-2011, so longer extensions may not 
be necessary. And lenders that do foreclose on apartment assets here will 
benefit from the fact that many investors are still interested in this market, 
which should help them to get a higher (though still discounted) price. 
Updated: 25-Jan-2010 
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DMR Relative to Other Apartment Markets  As of 2009Q4 
 

Average Annual Forecast Return 7.6 % 12.8 %

 

Historical Volatility 5.3 % 10.3 %

 

Risk-Adjusted Return 0.9 2.2
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Section 1 - Market Data by Building Class - Class A Properties

Year Quarter Inventory
(Units) Completions Vac % Vacant

Stock
Occupied

Stock Net Abs Asking
Rent($)

Rent
Change

Constr/
Abs

Abs/Occ
Stock %

Gr Rev.
Unit ($)

1995 Y 2,904 0 2.2% 63 2,841 15 $1,213 0.2% 0.0 0.5 $1,186.68

1996 Y 3,177 273 1.8% 59 3,118 277 $1,285 5.9% 1.0 8.9 $1,261.14

1997 Y 3,297 120 1.8% 60 3,237 119 $1,352 5.2% 1.0 3.7 $1,327.40

1998 Y 3,297 0 1.3% 44 3,253 16 $1,420 5.0% 0.0 0.5 $1,401.05

1999 Y 3,297 0 0.7% 22 3,275 22 $1,505 6.0% 0.0 0.7 $1,494.96

2000 Y 3,444 147 1.8% 63 3,381 106 $1,742 15.7% 1.4 3.1 $1,710.13

2001 Y 3,444 0 2.6% 90 3,354 -27 $1,809 3.8% 0.0 -0.8 $1,761.73

2002 Y 3,702 258 6.7% 248 3,454 100 $1,812 0.2% 2.6 2.9 $1,690.61

2003 Y 4,341 639 12.2% 531 3,810 356 $1,927 6.3% 1.8 9.3 $1,691.29

2004 Y 4,800 864 9.7% 465 4,335 525 $1,935 0.4% 1.6 12.1 $1,747.55

2005 Y 4,651 0 4.5% 208 4,443 108 $1,994 3.0% 0.0 2.4 $1,904.83

2006 1 4,651 0 4.4% 204 4,447 4 $1,980 - 0.7% 0.0 0.1 $1,893.15

2006 2 4,651 0 3.8% 176 4,475 28 $1,979 - 0.1% 0.0 0.6 $1,904.11

2006 3 4,651 0 3.8% 179 4,472 -3 $2,042 3.2% 0.0 -0.1 $1,963.41

2006 4 4,651 0 4.2% 195 4,456 -16 $2,018 - 1.2% 0.0 -0.4 $1,933.39

2006 Y 4,651 0 4.2% 195 4,456 13 $2,018 1.2% 0.0 0.3 $1,933.39

2007 1 4,651 0 4.8% 221 4,430 -26 $2,032 0.7% 0.0 -0.6 $1,935.45

2007 2 4,651 0 4.8% 225 4,426 -4 $2,061 1.4% 0.0 -0.1 $1,961.30

2007 3 4,651 0 4.1% 192 4,459 33 $2,073 0.6% 0.0 0.7 $1,987.42

2007 4 4,651 0 5.1% 236 4,415 -44 $2,069 - 0.2% 0.0 -1.0 $1,964.02

2007 Y 4,651 0 5.1% 236 4,415 -41 $2,069 2.5% 0.0 -0.9 $1,964.02

2008 1 5,071 420 10.3% 521 4,550 135 $2,079 0.5% 3.1 3.0 $1,865.40

2008 2 5,228 157 11.3% 591 4,637 87 $2,140 2.9% 1.8 1.9 $1,898.08

2008 3 5,228 0 9.4% 492 4,736 99 $2,135 - 0.2% 0.0 2.1 $1,934.08

2008 4 5,228 0 9.5% 497 4,731 -5 $2,139 0.2% 0.0 -0.1 $1,935.66

2008 Y 5,228 577 9.5% 497 4,731 316 $2,139 3.4% 1.8 6.7 $1,935.66

2009 1 5,228 0 8.9% 465 4,763 32 $2,098 - 1.9% 0.0 0.7 $1,911.40

2009 2 5,660 432 11.5% 652 5,008 245 $2,161 3.0% 1.8 4.9 $1,912.07

2009 3 5,660 0 11.4% 644 5,016 8 $2,156 - 0.2% 0.0 0.2 $1,910.69

2009 4 5,660 0 10.1% 572 5,088 72 $2,087 - 3.2% 0.0 1.4 $1,876.09

2009 Y 5,660 432 10.1% 572 5,088 357 $2,087 - 2.4% 1.2 7.0 $1,876.09



SubTrend Class Cuts
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Section 2 - Market Data by Building Class - Class B/C Properties

Year Quarter Inventory
(Units) Completions Vac % Vacant

Stock
Occupied

Stock Net Abs Asking
Rent($)

Rent
Change

Constr/
Abs

Abs/Occ
Stock %

Gr Rev.
Unit ($)

1995 Y 2,558 0 1.6% 41 2,517 18 $781 1.0% 0.0 0.7 $768.48

1996 Y 2,558 0 1.3% 33 2,525 8 $810 3.7% 0.0 0.3 $799.55

1997 Y 2,558 0 1.1% 28 2,530 5 $844 4.2% 0.0 0.2 $834.76

1998 Y 2,608 50 1.9% 50 2,558 28 $890 5.5% 1.8 1.1 $872.94

1999 Y 2,608 0 0.3% 8 2,600 42 $993 11.6% 0.0 1.6 $989.95

2000 Y 2,608 0 0.4% 10 2,598 -2 $1,092 10.0% 0.0 -0.1 $1,087.81

2001 Y 2,608 0 0.5% 13 2,595 -3 $1,109 1.6% 0.0 -0.1 $1,103.47

2002 Y 2,608 0 1.6% 42 2,566 -29 $1,144 3.2% 0.0 -1.1 $1,125.58

2003 Y 2,608 0 2.6% 67 2,541 -25 $1,176 2.8% 0.0 -1.0 $1,145.79

2004 Y 2,608 0 2.1% 54 2,554 13 $1,193 1.4% 0.0 0.5 $1,168.30

2005 Y 2,608 0 5.1% 133 2,475 -79 $1,271 6.5% 0.0 -3.2 $1,206.18

2006 1 2,608 0 3.6% 94 2,514 39 $1,224 - 3.7% 0.0 1.6 $1,179.88

2006 2 2,608 0 4.1% 107 2,501 -13 $1,213 - 0.9% 0.0 -0.5 $1,163.23

2006 3 2,608 0 2.9% 75 2,533 32 $1,256 3.5% 0.0 1.3 $1,219.88

2006 4 2,608 0 3.6% 95 2,513 -20 $1,266 0.8% 0.0 -0.8 $1,219.88

2006 Y 2,608 0 3.6% 95 2,513 38 $1,266 - 0.4% 0.0 1.5 $1,219.88

2007 1 2,608 0 4.6% 120 2,488 -25 $1,289 1.8% 0.0 -1.0 $1,229.69

2007 2 2,608 0 5.3% 139 2,469 -19 $1,301 0.9% 0.0 -0.8 $1,231.66

2007 3 2,608 0 4.6% 120 2,488 19 $1,307 0.5% 0.0 0.8 $1,246.86

2007 4 2,608 0 4.9% 127 2,481 -7 $1,307 0.0% 0.0 -0.3 $1,243.35

2007 Y 2,608 0 4.9% 127 2,481 -32 $1,307 3.2% 0.0 -1.3 $1,243.35

2008 1 2,608 0 5.1% 133 2,475 -6 $1,314 0.5% 0.0 -0.2 $1,246.99

2008 2 2,608 0 8.3% 216 2,392 -83 $1,331 1.3% 0.0 -3.5 $1,220.76

2008 3 2,608 0 7.6% 198 2,410 18 $1,348 1.3% 0.0 0.7 $1,245.66

2008 4 2,608 0 7.1% 185 2,423 13 $1,334 - 1.0% 0.0 0.5 $1,239.37

2008 Y 2,608 0 7.1% 185 2,423 -58 $1,334 2.1% 0.0 -2.4 $1,239.37

2009 1 2,608 0 7.1% 185 2,423 0 $1,358 1.8% 0.0 0.0 $1,261.67

2009 2 2,608 0 6.7% 175 2,433 10 $1,319 - 2.9% 0.0 0.4 $1,230.49

2009 3 2,608 0 6.7% 175 2,433 0 $1,332 1.0% 0.0 0.0 $1,242.62

2009 4 2,608 0 6.3% 164 2,444 11 $1,323 - 0.7% 0.0 0.5 $1,239.81

2009 Y 2,608 0 6.3% 164 2,444 21 $1,323 - 0.8% 0.0 0.9 $1,239.81
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Section 1 - Current Submarket Rent Details

Asking Rent by Age Asking Rent Distribution Asking Rent Growth Rate Distribution

Year Built Rent

Before 1970 $1,708

1970-1979 $2,167

1980-1989 $1,779

1990-1999 $2,343

After 1999 $2,274

All $1,846

As of 12/31/09
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Section 2 -  Rent Growth Comparisons

Asking Rent Growth

Quarterly Annualized

4Q09 3Q09 YTD Avg 1 Year 3 Year 5 Year

Bethesda/Chvy Chas - 2.6% 0.1% - 0.3% - 1.3% 1.8% 2.0%

Suburban Maryland - 0.9% 0.2% 0.0% 0.1% 3.0% 3.2%

South Atlantic - 0.3% - 0.4% - 0.2% - 1.0% 1.5% 2.0%

United States - 0.7% - 0.5% - 0.6% - 2.3% 1.5% 2.2%
Average over period ending: 12/31/09 09/30/09 12/31/09 12/31/09 12/31/09 12/31/09

Submarket Rank Total Submarket Ranks
Compared to: Subs

4Q09 3Q09 YTD 1 Year 3 Year 5 Year

Suburban Maryland 14 12 9 10 10 10 13
South Atlantic 243 228 95 139 139 94 112
United States 822 767 304 431 431 353 407
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Section 3 - Current Submarket Vacancy Details

Vacancy Rate By Age Vacancy Rate Distribution

Year Built Vac. Rate

Before 1970 5.5%

1970-1979 8.3%

1980-1989 8.7%

1990-1999 4.9%

After 1999 11.8%

All 8.9%

As of 12/31/09

Low 25% Mean Median 75% High
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As of 12/31/09

Section 4 - Vacancy Rate Comparisons

Vacancy Rates

Quarterly Annualized

4Q09 3Q09 YTD Avg 1 Year 3 Year 5 Year

Bethesda/Chvy Chas 8.9% 9.9% 9.3% 8.8% 6.8% 6.5%

Suburban Maryland 6.8% 6.9% 6.8% 6.3% 5.5% 5.1%

South Atlantic 9.3% 9.0% 9.0% 8.6% 7.5% 7.2%

United States 8.0% 7.9% 7.7% 7.4% 6.6% 6.5%
Average over period ending: 12/31/09 09/30/09 12/31/09 12/31/09 12/31/09 12/31/09

Submarket Rank Total Submarket Ranks
Compared to: Subs

4Q09 3Q09 YTD 1 Year 3 Year 5 Year

Suburban Maryland 14 12 13 13 13 11 12
South Atlantic 243 120 153 142 136 88 90
United States 822 528 618 586 583 428 400
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Section 5 - Unit Mix Rent Details

Current Submarket Average Rents and Sizes Asking Rent Growth

Quarterly Annualized

4Q 2009 Avg. SF Avg. Rent PSF 4Q09 3Q09 YTD 1 Year 3 Year 5 Year

Studio/Efficiency $1,242 579 $ 2.15 1.1% 0.4% 1.0% 1.0% 3.3% 3.5%

One Bedroom $1,619 832 $ 1.95 0.2% - 0.9% 0.5% 0.5% 2.1% 2.0%

Two Bedroom $2,132 1139 $ 1.87 - 5.5% 1.3% - 4.0% - 4.0% 0.6% 1.2%

Three Bedroom $2,867 1471 $ 1.95 - 2.2% - 4.0% - 1.1% - 1.1% 1.5% 1.4%

Average over period ending: 12/31/09 09/30/09 12/31/09 12/31/09 12/31/09 12/31/09
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Studio 1 BR 2 BR 3 BR

Bethesda/Chevy Chase $1,242 $1,619 $2,132 $2,867

Suburban Maryland $1,028 $1,123 $1,334 $1,590
as of 12/31/09

Studio 1 BR 2 BR 3 BR

Bethesda/Chevy Chase $ 2.15 $ 1.95 $ 1.87 $ 1.95

Suburban Maryland $ 2.08 $ 1.56 $ 1.41 $ 1.38
as of 12/31/09

Section 6 - Unit Mix Inventory Details
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Section 7 - Submarket Inventory Detail

Inventory By Building Age Apartment Stock Traits

Year Built Percent

Before 1970 42.0%

1970-1979 9.0%

1980-1989 7.0%

1990-1999 8.0%

After 1999 35.0%

All 100.0%

As of 12/31/09

Submarket
Low Mean Median High

Year Built 1949 1975 1969 2008
Size (units) 47 195 157 432

Distance to Highway (miles) 0 0.2 0.2 1
Distance to CBD (miles) 3 4.5 4.3 6.3

Distance to Landmark (miles) 1.4 3 2.8 4.8
As of 12/31/09 Landmark =Potomac River

Current Inventory Level
Properties Units

Bethesda/Chvy Chas 43 8,268
Share of Metro 8.0% 6.0%

As of 12/31/09Average Submarket Lease Terms

Free Rent
(mos)

Expenses %
(Apartment)

0.6 43.1%

Section 8 - Inventory Growth Comparison

Inventory Growth Rates

Quarterly Annualized

4Q09 3Q09 YTD Avg 1 Year 3 Year 5 Year

Bethesda/Chvy Chas 0.0% 0.0% 1.4% 5.5% 4.4% 2.2%

Suburban Maryland 0.0% 0.4% 0.4% 1.6% 1.4% 0.5%

South Atlantic 0.5% 0.4% 0.4% 1.5% 1.6% 0.3%

United States 0.3% 0.3% 0.3% 1.3% 1.1% 0.6%
Average over period ending: 12/31/09 09/30/09 12/31/09 12/31/09 12/31/09 12/31/09

Submarket Rank Total Submarket Ranks
Compared to: Subs

4Q09 3Q09 YTD 1 Year 3 Year 5 Year

Suburban Maryland 14 12 12 2 2 2 1
South Atlantic 243 139 136 25 25 33 47
United States 822 519 523 69 69 68 112

2005 2006 2007 2008 2009

-2.0

0.0

2.0

4.0

6.0
Bethesda/Chvy Chas

Suburban Maryland

South Atlantic

US

Inventory Growth Comparisons%

Period ending 12/31/09
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Section 9 - Construction/Absorption Change

Construction and Absorption

Quarterly

4Q09 3Q09 YTD Avg

Units Built Units
Absorbed

Con/Abs
Ratio Units Built Units

Absorbed
Con/Abs

Ratio Units Built Units
Absorbed

Con/Abs
Ratio

Bethesda/Chvy Chas 0 83 0.0 0 8 0.0 108 95 1.1

Suburban Maryland 0 206 0.0 624 927 0.7 492 237 2.1
Average over period ending: 12/31/09 12/31/09 12/31/09 09/30/09 09/30/09 09/30/09 12/31/09 12/31/09 12/31/09

Annualized

1 Year History 3 Year History 5 Year History

Units Built Units
Absorbed

Con/Abs
Ratio Units Built Units

Absorbed
Con/Abs

Ratio Units Built Units
Absorbed

Con/Abs
Ratio

Bethesda/Chvy Chas 432 378 1.1 336 188 1.8 202 129 1.6

Suburban Maryland 1,967 949 2.1 1,967 743 2.6 1,458 107 13.6
Average over period ending: 12/31/09 12/31/09 12/31/09 12/31/09 12/31/09 12/31/09 12/31/09 12/31/09 12/31/09
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10 - Metro Area - Suburban Maryland

Metro:Suburban Maryland  Submarket:Bethesda/Chevy Chase

Western Ave NW Capital Beltway Tuckerman Ln

Rock Creek Park Boundary Strathmore Ave Potomac River
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Section 11 - Submarket Data

Year Qtr Inventory
SF/Units Completions Inventory

Growth% Vacant Stock Vacancy
Rate

Vacancy
Change(BPS)

Occupied
Stock

Net
Absorption Asking Rent Ask Rent %

Chg

2004 Y 7,408 864 6.6% 519 7.0% -160 6,889 538 $1,674.00 1.8%

2005 Y 7,259 0 - 2.0% 341 4.7% -230 6,918 29 $1,734.00 3.6%

2006 Y 7,259 0 0.0% 290 4.0% -70 6,969 51 $1,748.00 0.8%

2007 Y 7,259 0 0.0% 363 5.0% 100 6,896 -73 $1,795.00 2.7%

2008 1 7,679 420 5.8% 653 8.5% 350 7,026 130 $1,819.00 1.3%

2008 2 7,836 157 2.0% 807 10.3% 180 7,029 3 $1,871.00 2.9%

2008 3 7,836 0 0.0% 690 8.8% -150 7,146 117 $1,873.00 0.1%

2008 4 7,836 0 0.0% 682 8.7% -10 7,154 8 $1,871.00 - 0.1%

2008 Y 7,836 577 7.9% 682 8.7% 370 7,154 258 $1,871.00 4.2%

2009 1 7,836 0 0.0% 650 8.3% -40 7,186 32 $1,852.00 - 1.0%

2009 2 8,268 432 5.5% 827 10.0% 170 7,441 255 $1,895.00 2.3%

2009 3 8,268 0 0.0% 819 9.9% -10 7,449 8 $1,896.00 0.1%

2009 4 8,268 0 0.0% 736 8.9% -100 7,532 83 $1,846.00 - 2.6%

2009 Y 8,268 432 5.5% 736 8.9% 20 7,532 378 $1,846.00 - 1.3%

Year Qtr Effective
Rent

Eff Rent %
Chg Cons/Abs Abs/Occ

Stock%

2004 Y $1,575.00 1.3% 1.6 7.8%

2005 Y $1,635.00 3.8% 0.0 0.4%

2006 Y $1,653.00 1.1% 0.0 0.7%

2007 Y $1,686.00 2.0% 0.0 - 1.1%

2008 1 $1,709.00 1.4% 3.2 1.9%

2008 2 $1,749.00 2.3% 52.3 0.0%

2008 3 $1,749.00 0.0% 0.0 1.6%

2008 4 $1,757.00 0.5% 0.0 0.1%

2008 Y $1,757.00 4.2% 2.2 3.6%

2009 1 $1,745.00 - 0.7% 0.0 0.4%

2009 2 $1,793.00 2.8% 1.7 3.4%

2009 3 $1,786.00 - 0.4% 0.0 0.1%

2009 4 $1,752.00 - 1.9% 0.0 1.1%

2009 Y $1,752.00 - 0.3% 1.1 5.0%
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WhiteWhiteWhiteWhiteWhiteWhiteWhiteWhiteWhite

Takoma ParkTakoma ParkTakoma ParkTakoma ParkTakoma ParkTakoma ParkTakoma ParkTakoma ParkTakoma Park

Kemp MillKemp MillKemp MillKemp MillKemp MillKemp MillKemp MillKemp MillKemp Mill

Chevy ChaseChevy ChaseChevy ChaseChevy ChaseChevy ChaseChevy ChaseChevy ChaseChevy ChaseChevy Chase
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DEMOGRAPHIC PROFILE COMPLETE 
1990 - 2000 Census, 2006 Estimates & 2011 Projections
Calculated using Proportional Block Groups

Lat/Lon: 38.985974/-77.086833
RF9

Population
Estimated Population (2006) 19,968 151,916 458,826 
Census Population (1990) 15,941 137,424 436,585 
Census Population (2000) 17,959 145,706 453,089 
Projected Population (2011) 21,592 156,911 464,071 
Forecasted Population (2016) 24,392 169,112 483,530 

Historical Annual Change (1990-2000) 2,018 1.3% 8,282 0.6% 16,504 0.4%
Historical Annual Change (2000-2006) 2,009 1.9% 6,209 0.7% 5,737 0.2%
Projected Annual Change (2006-2011) 1,624 1.6% 4,996 0.7% 5,244 0.2%
Est. Population Density (2006) 6,369.41 psm 5,397.03 psm 5,968.40 psm
Trade Area Size 3.14 sq mi 28.15 sq mi 76.88 sq mi

Households
Estimated Households (2006) 9,800 66,973 198,384 
Census Households (1990) 7,718 59,280 184,718 
Census Households (2000) 8,680 63,743 192,930 
Projected Households (2011) 10,748 69,789 203,422 
Forecasted Households (2016) 11,722 72,511 205,924 

Historical Annual Change (1990-2000) 962 1.2% 4,463 0.8% 8,212 0.4%
Projected Annual Change (2000-2011) 2,067 2.2% 6,046 0.9% 10,492 0.5%

Average Household Income
Est. Average Household Income (2006) $132,313 $145,060 $112,344 
Census Average Hhld Income (1990) $72,753 $81,635 $66,457 
Census Average Hhld Income (2000) $113,169 $121,054 $96,611 
Proj. Average Household Income (2011) $139,027 $156,682 $122,270 

Historical Annual Change (1990-2000) $40,417 5.6% $39,420 4.8% $30,154 4.5%
Projected Annual Change (2000-2011) $25,857 2.1% $35,627 2.7% $25,659 2.4%

Median Household Income
Est. Median Household Income (2006) $107,351 $112,118 $88,328 
Census Median Hhld Income (1990) $59,950 $65,832 $52,942 
Census Median Hhld Income (2000) $88,767 $94,366 $74,648 
Proj. Median Household Income (2011) $113,163 $121,920 $96,371 

Historical Annual Change (1990-2000) $28,818 4.8% $28,534 4.3% $21,705 4.1%
Projected Annual Change (2000-2011) $24,396 2.5% $27,554 2.7% $21,723 2.6%

Per Capita Income
Est. Per Capita Income (2006) $66,759 $65,443 $49,607 
Census Per Capita Income (1990) $35,226 $35,214 $28,118 
Census Per Capita Income (2000) $54,693 $52,826 $41,066 
Proj. Per Capita Income (2011) $70,903 $71,229 $54,696 

Historical Annual Change (1990-2000) $19,467 5.5% $17,612 5.0% $12,948 4.6%
Projected Annual Change (2000-2011) $16,211 2.7% $18,403 3.2% $13,630 3.0%

Other Income
Est. Median Disposable Income (2006) $84,591 $88,107 $70,375 
Proj. Median Disposable Income (2011) $88,931 $95,250 $76,259 

Est. Median Household Net Worth (2006) $52,461 $60,322 $52,064 
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DEMOGRAPHIC PROFILE COMPLETE 
1990 - 2000 Census, 2006 Estimates & 2011 Projections
Calculated using Proportional Block Groups

Lat/Lon: 38.985974/-77.086833
RF9

4300 East West Hwy                             
Bethesda, Maryland

5.00 mi radius

February 2010

1.00 mi radius 3.00 mi radius

Household Income Distribution (2006)
HH Income $200,000 or More 1,668 17.0% 13,468 20.1% 26,655 13.4%
HH Income $150,000 to 199,999 819 8.4% 6,809 10.2% 14,906 7.5%
HH Income $125,000 to 149,999 714 7.3% 5,423 8.1% 13,161 6.6%
HH Income $100,000 to 124,999 1,056 10.8% 7,601 11.3% 19,875 10.0%
HH Income $75,000 to 99,999 1,255 12.8% 8,206 12.3% 24,218 12.2%
HH Income $50,000 to 74,999 1,557 15.9% 9,752 14.6% 32,378 16.3%
HH Income $35,000 to 49,999 997 10.2% 5,964 8.9% 22,592 11.4%
HH Income $25,000 to 34,999 581 5.9% 3,435 5.1% 14,762 7.4%
HH Income $15,000 to 24,999 443 4.5% 2,695 4.0% 12,420 6.3%
HH Income $10,000 to 14,999 251 2.6% 1,222 1.8% 5,918 3.0%
HH Income $0 to 9,999 458 4.7% 2,398 3.6% 11,500 5.8%
HH Income $35,000+ 8,066 82.3% 57,223 85.4% 153,784 77.5%
HH Income $50,000+ 7,069 72.1% 51,259 76.5% 131,192 66.1%
HH Income $75,000+ 5,512 56.2% 41,507 62.0% 98,814 49.8%

Race & Ethnicity (2006)
Total Population 19,968 151,916 458,826 
White 16,544 82.9% 118,212 77.8% 284,728 62.1%
Black or African American 925 4.6% 15,847 10.4% 101,701 22.2%
American Indian & Alaska Native 13 0.1% 155 0.1% 1,021 0.2%
Asian 1,686 8.4% 11,723 7.7% 34,559 7.5%
Hawiian & Pacific Islander 3 0.0% 48 0.0% 122 0.0%
Other Race 352 1.8% 2,426 1.6% 23,104 5.0%
Two or More Races 445 2.2% 3,504 2.3% 13,590 3.0%
Not Hispanic or Latino Population 18,279 91.5% 139,629 91.9% 387,875 84.5%
    Non Hispanic: White 15,403 84.3% 109,971 78.8% 249,757 64.4%
    Non Hispanic: Black or African American 883 4.8% 15,121 10.8% 95,208 24.5%
    Non Hispanic: Amer Indian & AK Native 8 0.0% 99 0.1% 603 0.2%
    Non Hispanic: Asian 1,638 9.0% 11,463 8.2% 32,668 8.4%
    Non Hispanic: Hawiian & Pacific Islander 3 0.0% 45 0.0% 102 0.0%
    Non Hispanic: Other Race 12 0.1% 248 0.2% 832 0.2%
    Non Hispanic: Two or More Races 332 1.8% 2,682 1.9% 8,703 2.2%
Hispanic or Latino Population 1,689 8.5% 12,287 8.1% 70,951 15.5%
    Hispanic: White 1,141 67.6% 8,241 67.1% 34,971 49.3%
    Hispanic: Black or African American 41 2.4% 726 5.9% 6,493 9.2%
    Hispanic: American Indian & Alaska Native 5 0.3% 56 0.5% 417 0.6%
    Hispanic: Asian 48 2.8% 259 2.1% 1,891 2.7%
    Hispanic: Hawiian & Pacific Islander 0 - 4 0.0% 20 0.0%
    Hispanic: Other Race 340 20.1% 2,178 17.7% 22,272 31.4%
    Hispanic: Two or More Races 113 6.7% 823 6.7% 4,886 6.9%
Not of Hispanic Origin Population (1990) 14,934 93.7% 128,740 93.7% 396,828 90.9%
Hispanic Origin Population (1990) 1,007 6.3% 8,684 6.3% 39,758 9.1%
Not Hispanic or Latino Population (2000) 16,789 93.5% 136,301 93.5% 394,079 87.0%
Hispanic or Latino Population (2000) 1,170 6.5% 9,406 6.5% 59,011 13.0%
Not Hispanic or Latino Population 5yr (2011) 19,476 90.2% 142,445 90.8% 384,691 82.9%
Hispanic or Latino Population 5yr (2011) 2,116 9.8% 14,467 9.2% 79,379 17.1%
Historical Annual Change (1990-2000) 163 1.6% 722 0.8% 19,253 4.8%
Projected Annual Change (2000-2011) 946 7.4% 5,061 4.9% 20,369 3.1%
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DEMOGRAPHIC PROFILE COMPLETE 
1990 - 2000 Census, 2006 Estimates & 2011 Projections
Calculated using Proportional Block Groups

Lat/Lon: 38.985974/-77.086833
RF9

4300 East West Hwy                             
Bethesda, Maryland

5.00 mi radius

February 2010

1.00 mi radius 3.00 mi radius

Age Distribution (2006)
Total Population 19,968 151,916 458,826 
Age 0 to 4 yrs 1,136 5.7% 9,171 6.0% 28,751 6.3%
Age 5 to 9 yrs 970 4.9% 8,046 5.3% 24,131 5.3%
Age 10 to 14 yrs 971 4.9% 8,365 5.5% 24,326 5.3%
Age 15 to 19 yrs 866 4.3% 6,842 4.5% 22,847 5.0%
Age 20 to 24 yrs 1,068 5.3% 7,072 4.7% 26,368 5.7%
Age 25 to 29 yrs 1,736 8.7% 8,972 5.9% 33,103 7.2%
Age 30 to 34 yrs 1,649 8.3% 9,999 6.6% 35,117 7.7%
Age 35 to 39 yrs 1,477 7.4% 10,310 6.8% 33,754 7.4%
Age 40 to 44 yrs 1,448 7.3% 11,077 7.3% 34,440 7.5%
Age 45 to 49 yrs 1,522 7.6% 12,439 8.2% 36,041 7.9%
Age 50 to 54 yrs 1,525 7.6% 12,588 8.3% 34,930 7.6%
Age 55 to 59 yrs 1,454 7.3% 11,482 7.6% 31,169 6.8%
Age 60 to 64 yrs 976 4.9% 8,450 5.6% 24,015 5.2%
Age 65 to 69 yrs 765 3.8% 6,611 4.4% 18,244 4.0%
Age 70 to 74 yrs 637 3.2% 5,516 3.6% 15,157 3.3%
Age 75 to 79 yrs 530 2.7% 4,998 3.3% 12,958 2.8%
Age 80 to 84 yrs 493 2.5% 4,725 3.1% 11,389 2.5%
Age 85 yrs plus 745 3.7% 5,254 3.5% 12,084 2.6%
Median Age 40.3 yrs 42.6 yrs 39.8 yrs
Age 19 yrs or less 3,943 19.7% 32,424 21.3% 100,056 21.8%
Age 20 to 64 years 12,854 64.4% 92,389 60.8% 288,938 63.0%
Age 65 years Plus 3,171 15.9% 27,103 17.8% 69,833 15.2%

Female Age Distribution (2006)
Female Population 10,570 52.9% 80,733 53.1% 242,108 52.8%
    Age 0 to 4 yrs 563 5.3% 4,433 5.5% 13,996 5.8%
    Age 5 to 9 yrs 486 4.6% 3,980 4.9% 11,885 4.9%
    Age 10 to 14 yrs 493 4.7% 4,099 5.1% 11,851 4.9%
    Age 15 to 19 yrs 411 3.9% 3,308 4.1% 11,085 4.6%
    Age 20 to 24 yrs 546 5.2% 3,680 4.6% 13,439 5.6%
    Age 25 to 29 yrs 910 8.6% 4,714 5.8% 17,386 7.2%
    Age 30 to 34 yrs 841 8.0% 5,409 6.7% 18,627 7.7%
    Age 35 to 39 yrs 745 7.0% 5,457 6.8% 17,359 7.2%
    Age 40 to 44 yrs 751 7.1% 5,821 7.2% 17,649 7.3%
    Age 45 to 49 yrs 809 7.7% 6,697 8.3% 18,948 7.8%
    Age 50 to 54 yrs 809 7.6% 6,742 8.4% 18,671 7.7%
    Age 55 to 59 yrs 761 7.2% 6,170 7.6% 16,829 7.0%
    Age 60 to 64 yrs 522 4.9% 4,539 5.6% 13,103 5.4%
    Age 65 to 69 yrs 428 4.1% 3,602 4.5% 10,132 4.2%
    Age 70 to 74 yrs 354 3.3% 3,026 3.7% 8,480 3.5%
    Age 75 to 79 yrs 303 2.9% 2,833 3.5% 7,590 3.1%
    Age 80 to 84 yrs 334 3.2% 2,832 3.5% 7,090 2.9%
    Age 85 yrs plus 503 4.8% 3,393 4.2% 7,987 3.3%
Female Median Age 42.2 yrs 43.7 yrs 41.1 yrs
    Age 19 yrs or less 1,953 18.5% 15,820 19.6% 48,817 20.2%
    Age 20 to 64 years 6,694 63.3% 49,228 61.0% 152,011 62.8%
    Age 65 years Plus 1,922 18.2% 15,685 19.4% 41,280 17.1%
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DEMOGRAPHIC PROFILE COMPLETE 
1990 - 2000 Census, 2006 Estimates & 2011 Projections
Calculated using Proportional Block Groups

Lat/Lon: 38.985974/-77.086833
RF9

4300 East West Hwy                             
Bethesda, Maryland

5.00 mi radius

February 2010

1.00 mi radius 3.00 mi radius

Male Age Distribution (2006)
Male Population 9,399 47.1% 71,183 46.9% 216,718 47.2%
    Age 0 to 4 yrs 573 6.1% 4,738 6.7% 14,755 6.8%
    Age 5 to 9 yrs 484 5.1% 4,065 5.7% 12,246 5.7%
    Age 10 to 14 yrs 479 5.1% 4,267 6.0% 12,475 5.8%
    Age 15 to 19 yrs 455 4.8% 3,534 5.0% 11,762 5.4%
    Age 20 to 24 yrs 522 5.6% 3,392 4.8% 12,929 6.0%
    Age 25 to 29 yrs 826 8.8% 4,258 6.0% 15,716 7.3%
    Age 30 to 34 yrs 808 8.6% 4,590 6.4% 16,490 7.6%
    Age 35 to 39 yrs 732 7.8% 4,853 6.8% 16,395 7.6%
    Age 40 to 44 yrs 697 7.4% 5,256 7.4% 16,792 7.7%
    Age 45 to 49 yrs 713 7.6% 5,742 8.1% 17,093 7.9%
    Age 50 to 54 yrs 716 7.6% 5,846 8.2% 16,259 7.5%
    Age 55 to 59 yrs 693 7.4% 5,311 7.5% 14,340 6.6%
    Age 60 to 64 yrs 455 4.8% 3,911 5.5% 10,912 5.0%
    Age 65 to 69 yrs 337 3.6% 3,008 4.2% 8,112 3.7%
    Age 70 to 74 yrs 283 3.0% 2,490 3.5% 6,677 3.1%
    Age 75 to 79 yrs 228 2.4% 2,165 3.0% 5,368 2.5%
    Age 80 to 84 yrs 159 1.7% 1,893 2.7% 4,299 2.0%
    Age 85 yrs plus 241 2.6% 1,861 2.6% 4,097 1.9%
Male Median Age 38.8 yrs 41.5 yrs 38.4 yrs
    Age 19 yrs or less 1,990 21.2% 16,604 23.3% 51,238 23.6%
    Age 20 to 64 years 6,160 65.5% 43,161 60.6% 136,927 63.2%
    Age 65 years Plus 1,248 13.3% 11,418 16.0% 28,553 13.2%

Males per 100 Females, Male % Pop (2006)
Overall Comparison 89 88 90 
    Age 0 to 4 yrs 102 50.4% 107 51.7% 105 51.3%
    Age 5 to 9 yrs 99 49.9% 102 50.5% 103 50.7%
    Age 10 to 14 yrs 97 49.3% 104 51.0% 105 51.3%
    Age 15 to 19 yrs 111 52.5% 107 51.7% 106 51.5%
    Age 20 to 24 yrs 96 48.9% 92 48.0% 96 49.0%
    Age 25 to 29 yrs 91 47.6% 90 47.5% 90 47.5%
    Age 30 to 34 yrs 96 49.0% 85 45.9% 89 47.0%
    Age 35 to 39 yrs 98 49.6% 89 47.1% 94 48.6%
    Age 40 to 44 yrs 93 48.1% 90 47.4% 95 48.8%
    Age 45 to 49 yrs 88 46.8% 86 46.2% 90 47.4%
    Age 50 to 54 yrs 89 47.0% 87 46.4% 87 46.5%
    Age 55 to 59 yrs 91 47.7% 86 46.3% 85 46.0%
    Age 60 to 64 yrs 87 46.6% 86 46.3% 83 45.4%
    Age 65 to 69 yrs 79 44.0% 84 45.5% 80 44.5%
    Age 70 to 74 yrs 80 44.5% 82 45.1% 79 44.1%
    Age 75 to 79 yrs 75 42.9% 76 43.3% 71 41.4%
    Age 80 to 84 yrs 48 32.2% 67 40.1% 61 37.7%
    Age 85 yrs plus 48 32.4% 55 35.4% 51 33.9%
    Age 19 yrs or less 102 50.5% 105 51.2% 105 51.2%
    Age 20 to 39 yrs 95 48.7% 89 47.0% 92 47.9%
    Age 40 to 64 yrs 90 47.3% 87 46.5% 88 46.9%
    Age 65 years Plus 65 39.4% 73 42.1% 69 40.9%
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DEMOGRAPHIC PROFILE COMPLETE 
1990 - 2000 Census, 2006 Estimates & 2011 Projections
Calculated using Proportional Block Groups

Lat/Lon: 38.985974/-77.086833
RF9

4300 East West Hwy                             
Bethesda, Maryland

5.00 mi radius

February 2010

1.00 mi radius 3.00 mi radius

Household Type (2006)
Total Households 9,800 66,973 198,384 
Households with Children 1,904 19.4% 16,018 23.9% 47,818 24.1%
Average Household Size 2.00 2.21 2.25 
Est. Household Density 3,125.90 psm 2,379.30 psm 2,580.57 psm
Population Family 13,164 65.9% 112,751 74.2% 331,033 72.1%
Population Non-Family 6,435 32.2% 35,405 23.3% 115,375 25.1%
Population Group Qtrs 369 1.8% 3,759 2.5% 12,418 2.7%
Family Households 4,338 44.3% 36,456 54.4% 103,274 52.1%
        Married Couple Hhlds 3,798 87.6% 31,462 86.3% 80,084 77.5%
        Other Family Hhlds 540 12.4% 4,994 13.7% 23,190 22.5%
    Family Households With Children 1,862 42.9% 15,753 43.2% 46,832 45.3%
        Married Couple With Children 1,547 83.1% 13,001 82.5% 33,152 70.8%
        Other Family Hhlds With Children 315 16.9% 2,752 17.5% 13,681 29.2%
    Family Households No Children 2,477 57.1% 20,703 56.8% 56,441 54.7%
        Married Couple No Children 2,251 90.9% 18,461 89.2% 46,932 83.2%
       Other Family Households No Children 225 9.1% 2,242 10.8% 9,509 16.8%
    Average Family Household Size 3.03 3.09 3.21 
    Average Family Income $201,002 $196,091 $149,640 
    Median Family Income $172,568 $162,482 $126,294 

Non-Family Households 5,461 55.7% 30,517 45.6% 95,110 47.9%
    Non-Family Hhlds With Children 42 0.8% 265 0.9% 986 1.0%
    Non-Family Hhld No Children 5,419 99.2% 30,252 99.1% 94,124 99.0%
        N-F Hhld Lone Person No Children 4,139 75.8% 23,382 76.6% 73,559 77.3%
             Lone Male Householder 1,608 38.9% 8,024 34.3% 27,632 37.6%
             Lone Female Householder 2,531 61.1% 15,357 65.7% 45,927 62.4%
        N-F Hhld 2+ Persons No Children 1,281 23.5% 6,870 22.5% 20,566 21.6%
    Average Non-Family Hhld Size 1.18 1.16 1.21 

Marital Status (2006)
(15 Years or Older) 16,894 126,351 381,638 
Never Married 5,741 34.0% 35,776 28.3% 128,320 33.6%
Now Married 7,919 46.9% 66,077 52.3% 169,122 44.3%
Previously Married 3,233 19.1% 24,499 19.4% 84,197 22.1%
    Separated 620 19.2% 5,182 21.2% 25,392 30.2%
    Widowed 1,258 38.9% 9,614 39.2% 26,747 31.8%
    Divorced 1,355 41.9% 9,703 39.6% 32,058 38.1%

Educational Attainment (2006)
Adult Population (25 Years or Older) 14,957 112,420 332,403 
Elementary (0 to 8) 249 1.7% 1,944 1.7% 12,906 3.9%
Some High School (9 to 11) 187 1.3% 1,861 1.7% 13,534 4.1%
High School Graduate (12) 802 5.4% 7,980 7.1% 38,559 11.6%
Some College (13 to 16) 1,102 7.4% 9,750 8.7% 37,394 11.2%
Associate Degree Only 436 2.9% 3,514 3.1% 11,296 3.4%
Bachelor Degree Only 5,154 34.5% 33,304 29.6% 91,546 27.5%
Graduate Degree 7,026 47.0% 54,066 48.1% 127,167 38.3%
Any College + (Some College or higher 13,718 91.7% 100,634 89.5% 267,403 80.4%
College Degree + (Bachelor Degree or higher 12,180 81.4% 87,370 77.7% 218,713 65.8%
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DEMOGRAPHIC PROFILE COMPLETE 
1990 - 2000 Census, 2006 Estimates & 2011 Projections
Calculated using Proportional Block Groups

Lat/Lon: 38.985974/-77.086833
RF9

4300 East West Hwy                             
Bethesda, Maryland

5.00 mi radius

February 2010

1.00 mi radius 3.00 mi radius

Housing (2006)
Total Housing Units 10,263 69,763 208,394 
Housing Units, Occupied 9,800 95.5% 66,973 96.0% 198,384 95.2%
    Housing Units, Owner-Occupied 4,693 47.9% 44,044 65.8% 119,810 60.4%
    Housing Units, Renter-Occupied 5,107 52.1% 22,929 34.2% 78,574 39.6%
Housing Units, Vacant 463 4.5% 2,790 4.0% 10,010 4.8%
Total Housing Units (2000) 9,019 65,896 201,303 
Historical Annual Change (2000-2006) 1,244 2.3% 3,867 1.0% 7,091 0.6%

Household Size (2006)
Total Households 9,800 66,973 198,384 
1 Person Household 4,139 42.2% 23,382 34.9% 73,559 37.1%
2 Person Households 3,239 33.1% 22,868 34.1% 62,868 31.7%
3 Person Households 1,067 10.9% 9,037 13.5% 26,883 13.6%
4 Person Households 930 9.5% 7,670 11.5% 20,311 10.2%
5 Person Households 311 3.2% 2,870 4.3% 8,807 4.4%
6 Person Households 85 0.9% 845 1.3% 3,356 1.7%
7+ Person Households 29 0.3% 300 0.4% 2,599 1.3%

Household Stability (2006)
Total Households 9,800 66,973 198,384 
In current residence < 1 year 2,058 21.0% 10,913 16.3% 31,429 15.8%
In current residence 1-2 years 2,834 28.9% 16,278 24.3% 51,767 26.1%
In current residence 3-5 years 1,742 17.8% 12,219 18.2% 37,587 18.9%
In current residence 6-10 years 1,188 12.1% 9,586 14.3% 27,096 13.7%
In current residence > 10 years 1,978 20.2% 17,976 26.8% 50,505 25.5%
Turnover (% Annual Residential Turnover)  21.0% 16.3% 15.8%
Stability (% In Current Residence 5+ Years) 32.3% 41.2% 39.1%
Median Years in Residence 3.6 yrs 4.6 yrs 4.2 yrs

Household Vehicles (2006)
Total Vehicles Available 15,198 110,833 296,416 
Household: 0 Vehicles Available 984 10.0% 6,052 9.0% 30,018 15.1%
Household: 1 Vehicles Available 4,753 48.5% 29,044 43.4% 87,037 43.9%
Household: 2 Vehicles Available 2,992 30.5% 23,217 34.7% 58,321 29.4%
Household: 3+ Vehicles Available 1,072 10.9% 8,661 12.9% 23,007 11.6%
Average Per Household 1.6 Vehicles 1.7 Vehicles 1.5 Vehicles

    Owner Occupied Hhlds Vehicles 8,662 57.0% 83,601 75.4% 217,531 73.4%
        Average Per Owner Household 1.8 Vehicles 1.9 Vehicles 1.8 Vehicles
    Renter Occupied Hhlds Vehicles 6,536 43.0% 27,231 24.6% 78,885 26.6%
        Average Per Renter Household 1.3 Vehicles 1.2 Vehicles 1.0 Vehicles

Travel Time (2000)
Worker Base (16 Years or Older) 10,482 79,606 240,593 
Travel to Work in 14 Minutes or Less 1,771 16.9% 11,765 14.8% 30,409 12.6%
Travel to Work in 15 to 29 Minutes 3,134 29.9% 24,801 31.2% 78,961 32.8%
Travel to Work in 30 to 59 Minutes 4,504 43.0% 33,026 41.5% 99,107 41.2%
Travel to Work in 60 Minutes or More 418 4.0% 4,193 5.3% 18,654 7.8%
Work at Home 654 6.2% 5,821 7.3% 13,461 5.6%
Average Travel Time to Work 25.9 mins 26.6 mins 28.3 mins
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DEMOGRAPHIC PROFILE COMPLETE 
1990 - 2000 Census, 2006 Estimates & 2011 Projections
Calculated using Proportional Block Groups

Lat/Lon: 38.985974/-77.086833
RF9

4300 East West Hwy                             
Bethesda, Maryland

5.00 mi radius

February 2010

1.00 mi radius 3.00 mi radius

Transportation To Work (2000)
Work Base 10,482 79,606 240,593 
Drive to Work Alone 5,773 55.1% 45,120 56.7% 128,603 53.5%
Drive to Work in Carpool 690 6.6% 7,479 9.4% 25,198 10.5%
Travel to Work - Public Transportation 2,224 21.2% 16,599 20.9% 59,702 24.8%
Drive to Work on Motorcycle 0 - 51 0.1% 165 0.1%
Bicycle to Work 119 1.1% 673 0.8% 2,057 0.9%
Walk to Work 983 9.4% 3,447 4.3% 10,091 4.2%
Other Means 38 0.4% 416 0.5% 1,315 0.5%
Work at Home 654 6.2% 5,821 7.3% 13,461 5.6%

Daytime Demos (2006)
Total Number of Businesses 3,389 8,956 22,707 
Total Number of Employees 36,030 97,128 247,269 
Company Headqtrs: Businesses 39 1.1% 55 0.6% 100 0.4%
Company Headqtrs: Employees 6,021 16.7% 15,086 15.5% 23,372 9.5%
Employee Population per Business
Residential Population per Business
Est. Adj. Daytime Demographics (Age16+) 40,972 138,309 377,598 

Labor Force (2006)
Labor: Population Age 16+ 16,698 124,874 377,037 
Unemployment Rate 1.3% 1.2% 2.6%
    Labor Force Total: Males 7,764 46.5% 57,352 45.9% 174,876 46.4%
        Male civilian employed 6,045 77.9% 41,598 72.5% 122,787 70.2%
        Male civilian unemployed 102 1.3% 676 1.2% 4,489 2.6%
        Males in Armed Forces 107 1.4% 782 1.4% 1,563 0.9%
        Males not in labor force 1,509 19.4% 14,295 24.9% 46,037 26.3%
    Labor Force Total: Females 8,935 53.5% 67,522 54.1% 202,161 53.6%
        Female civilian employed 5,583 62.5% 41,051 60.8% 121,813 60.3%
        Female civilian unemployed 114 1.3% 780 1.2% 5,139 2.5%
        Females in Armed Forces 21 0.2% 262 0.4% 545 0.3%
        Females not in labor force 3,217 36.0% 25,430 37.7% 74,664 36.9%
Employment Force Change (2000-2006) 1,288 12.5% 4,095 5.2% 6,145 2.6%
    Male Change (2000-2006) 682 12.7% 2,330 5.9% 3,784 3.2%
    Female Change (2000-2006) 606 12.2% 1,766 4.5% 2,361 2.0%

Occupation (2000)
Occupation: Population Age 16+ 10,340 78,554 238,456 
        Occupation Total: Males 5,364 51.9% 39,269 50.0% 119,003 49.9%
        Occupation Total: Females 4,976 48.1% 39,285 50.0% 119,452 50.1%
   Mgmt, Business, & Financial Operations 2,730 26.4% 19,651 25.0% 51,753 21.7%
   Professional and Related 4,884 47.2% 37,993 48.4% 94,559 39.7%
   Service 550 5.3% 5,501 7.0% 28,409 11.9%
   Sales and Office 1,894 18.3% 12,562 16.0% 44,533 18.7%
   Farming, Fishing, and Forestry 11 0.1% 45 0.1% 137 0.1%
   Construction, Extraction, & Maintenance 196 1.9% 1,378 1.8% 10,233 4.3%
   Production, Transport, & Material Moving 74 0.7% 1,423 1.8% 8,833 3.7%
        White Collar 92.0% 89.4% 80.0%
        Blue Collar 8.0% 10.6% 20.0%
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10.6 to 1 10.8 to 1 10.9 to 1
5.9 to 1 17.0 to 1 20.2 to 1
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DEMOGRAPHIC PROFILE COMPLETE 
1990 - 2000 Census, 2006 Estimates & 2011 Projections
Calculated using Proportional Block Groups

Lat/Lon: 38.985974/-77.086833
RF9

4300 East West Hwy                             
Bethesda, Maryland

5.00 mi radius

February 2010

1.00 mi radius 3.00 mi radius

Units In Structure (2000)
Total Units 9,019 65,896 201,303 
    1 Detached Unit 3,763 41.7% 35,439 53.8% 81,391 40.4%
    1 Attached Unit 375 4.2% 3,468 5.3% 27,107 13.5%
    2 Units 21 0.2% 223 0.3% 1,764 0.9%
    3 to 4 Units 204 2.3% 969 1.5% 6,062 3.0%
    5 to 9 Units 416 4.6% 2,049 3.1% 9,523 4.7%
    10 to 19 Units 172 1.9% 1,679 2.5% 10,582 5.3%
    20 to 49 Units 621 6.9% 2,247 3.4% 12,336 6.1%
    50 or more Units 3,444 38.2% 19,801 30.0% 52,434 26.0%
    Mobile Home or Trailer 3 0.0% 12 0.0% 85 0.0%
    Other Structure 0 - 8 0.0% 21 0.0%

Homes Built By Year (2000)
Homes Built 1999 to 2000 93 1.0% 348 0.5% 1,137 0.6%
Homes Built 1995 to 1998 408 4.5% 1,484 2.3% 3,161 1.6%
Homes Built 1990 to 1994 694 7.7% 2,001 3.0% 4,519 2.2%
Homes Built 1980 to 1989 565 6.3% 3,695 5.6% 13,918 6.9%
Homes Built 1970 to 1979 901 10.0% 7,329 11.1% 18,577 9.2%
Homes Built 1960 to 1969 1,500 16.6% 11,564 17.5% 33,519 16.7%
Homes Built 1950 to 1959 1,483 16.4% 16,479 25.0% 45,651 22.7%
Homes Built 1940 to 1949 1,263 14.0% 9,343 14.2% 31,765 15.8%
Homes Built Before 1939 2,112 23.4% 13,652 20.7% 49,057 24.4%
Median Age of Homes 43.6 yrs 45.3 yrs 47.1 yrs

Home Values (2000)
Owner Specified Housing Units 3,388 32,800 88,339 
    Home Values $1,000,000 or More 139 4.1% 888 2.7% 2,244 2.5%
    Home Values $750,000 or $999,999 297 8.8% 1,855 5.7% 3,662 4.1%
    Home Values $500,000 or $749,999 690 20.4% 5,357 16.3% 9,979 11.3%
    Home Values $400,000 to $499,999 659 19.4% 6,315 19.3% 10,078 11.4%
    Home Values $300,000 to $399,999 756 22.3% 9,195 28.0% 15,333 17.4%
    Home Values $250,000 to $299,999 389 11.5% 3,902 11.9% 7,984 9.0%
    Home Values $200,000 to $249,999 288 8.5% 2,627 8.0% 8,787 9.9%
    Home Values $175,000 to $199,999 88 2.6% 1,064 3.2% 7,334 8.3%
    Home Values $150,000 to $174,999 36 1.1% 726 2.2% 9,065 10.3%
    Home Values $125,000 to $149,999 12 0.4% 343 1.0% 6,862 7.8%
    Home Values $100,000 to $124,999 15 0.4% 191 0.6% 4,569 5.2%
    Home Values $90,000 to $99,999 8 0.2% 104 0.3% 1,219 1.4%
    Home Values $80,000 to $89,999 5 0.1% 104 0.3% 482 0.5%
    Home Values $70,000 to $79,999 0 - 30 0.1% 205 0.2%
    Home Values $60,000 to $69,999 0 - 7 0.0% 75 0.1%
    Home Values $50,000 to $59,999 0 - 5 0.0% 79 0.1%
    Home Values $35,000 to $49,999 7 0.2% 33 0.1% 113 0.1%
    Home Values $25,000 to $34,999 0 - 43 0.1% 128 0.1%
    Home Values $10,000 to $24,999 0 - 10 0.0% 121 0.1%
    Home Values $0 to $9,999 0 - 0 - 20 0.0%
Owner Occupied Median Home Value $442,444 $402,748 $326,169 
Renter Occupied Median Rent $1,044 $1,022 $835 
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DEMOGRAPHIC PROFILE COMPLETE 
1990 - 2000 Census, 2006 Estimates & 2011 Projections
Calculated using Proportional Block Groups

Lat/Lon: 38.985974/-77.086833
RF9

4300 East West Hwy                             
Bethesda, Maryland

5.00 mi radius

February 2010

1.00 mi radius 3.00 mi radius

Consumer Expenditure (Annual Total)
Total Household Expenditure (2006)

    Total Non-Retail Expenditures (2006)
    Total Retail Expenditures (2006)

Apparel (2006)

Contributions (2006)

Education (2006)

Entertainment (2006)

Food And Beverages (2006)

Furnishings And Equipment (2006)

Gifts (2006)

Health Care (2006)

Household Operations (2006)

Miscellaneous Expenses (2006)

Personal Care (2006)

Personal Insurance (2006)

Reading (2006)

Shelter (2006)

Tobacco (2006)

Transportation (2006)

Utilities (2006)

Consumer Expenditure (per Household per Month)
Total Household Expenditure (2006) $7,191 $7,694 $6,329 

    Total Non-Retail Expenditures (2006) $4,054 56.4% $4,342 56.4% $3,562 56.3%
    Total Retail Expenditures (2006) $3,137 43.6% $3,352 43.6% $2,768 43.7%

Apparel (2006) $107 1.5% $114 1.5% $94 1.5%
Contributions (2006) $350 4.9% $382 5.0% $295 4.7%
Education (2006) $224 3.1% $243 3.2% $190 3.0%
Entertainment (2006) $423 5.9% $454 5.9% $371 5.9%
Food And Beverages (2006) $1,078 15.0% $1,146 14.9% $960 15.2%
Furnishings And Equipment (2006) $345 4.8% $372 4.8% $300 4.7%
Gifts (2006) $233 3.2% $253 3.3% $199 3.1%
Health Care (2006) $414 5.8% $438 5.7% $372 5.9%
Household Operations (2006) $304 4.2% $331 4.3% $261 4.1%
Miscellaneous Expenses (2006) $118 1.6% $125 1.6% $105 1.7%
Personal Care (2006) $106 1.5% $113 1.5% $94 1.5%
Personal Insurance (2006) $89 1.2% $97 1.3% $76 1.2%
Reading (2006) $25 0.3% $27 0.3% $22 0.3%
Shelter (2006) $1,463 20.4% $1,571 20.4% $1,285 20.3%
Tobacco (2006) $38 0.5% $39 0.5% $35 0.6%
Transportation (2006) $1,402 19.5% $1,493 19.4% $1,246 19.7%
Utilities (2006) $472 6.6% $497 6.5% $424 6.7%
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$845,596,382 $6,183,853,553 $15,066,989,943 

$476,741,828 $3,489,587,957 $8,478,560,175 
$368,854,553 $2,694,265,593 $6,588,429,757 

$12,555,237 $91,741,034 $222,882,741 

$41,103,956 $307,021,845 $701,330,934 

$26,370,783 $195,408,976 $451,256,262 

$49,686,722 $364,899,133 $883,017,106 

$126,798,753 $920,687,633 $2,286,404,048 

$40,578,141 $298,949,853 $715,266,874 

$27,421,701 $203,491,587 $474,096,173 

$48,664,922 $351,927,884 $885,591,778 

$35,798,636 $265,810,801 $622,083,530 

$13,879,059 $100,677,919 $250,509,882 

$12,465,507 $90,806,396 $222,903,618 

$10,483,816 $77,973,334 $181,204,620 

$2,923,285 $21,326,000 $51,902,345 

$172,081,775 $1,262,364,538 $3,059,467,258 

$4,419,858 $31,289,669 $83,386,925 

$164,833,603 $1,200,048,037 $2,967,060,783 

$55,530,627 $399,428,921 $1,008,625,070 
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DIVISION 59-C-15. COMMERCIAL/RESIDENTIAL (CR) ZONES 1 

 2 

59-C-15.1.  Zones Established. 3 

 4 

59-C-15.11. The Commercial/Residential (CR) zones are established as combinations of a sequence 5 

of 4 factors:  maximum total floor area ratio (FAR), maximum non-residential FAR, maximum 6 

residential FAR, and maximum building height.  These zones are identified by a sequence of 7 

symbols:  CR, C, R, and H, each followed by a number where: 8 

 9 

(a) the number following the symbol “CR”- is the maximum total FAR; 10 

(b) the number following the symbol “C” is the maximum non-residential FAR;  11 

(c) the number following the symbol “R” is the maximum residential FAR; and  12 

(d) the number following the symbol “H” is the maximum building height in feet. 13 

 14 

The examples in this Division do not add, delete, or modify any provision of this Division.  15 

Examples are provided only to demonstrate particular applications of the provisions in the Division.  16 

Examples are not intended to limit the provisions. 17 

 18 

59-C-15.12. Each unique sequence of CR, C, R, and H is established as a zone under the following 19 

limits: 20 

 21 

(a) the maximum total FAR must be established as an increment of 0.25 from 0.5 up to 8.0; 22 

(b) the maximum non-residential and residential FAR must be established as an increment of 23 

0.25 from 0.25 up to 7.5; and 24 

(c) the maximum height must be established as an increment of 5 feet up to 100 feet and an 25 

increment of 10 feet from 100 feet up to 300 feet. 26 

 27 

59-C-15.121. Permitted density may be averaged over 2 or more directly abutting or confronting 28 

lots in one or more CR zones, provided that: 29 

 30 

(a) the lots are subject to the same sketch plan; 31 

(b) the lots are created by the same preliminary subdivision plan; 32 

(c) the maximum total density and non-residential and residential density limits apply to the 33 

entire development, not to individual lots; 34 

(d) no building may exceed the maximum height set by the zone; 35 

(e) public benefits must be provided under the phasing element of an approved sketch plan; 36 

(f) the total maximum density of a lot or parcel zoned CR that is adjacent to or confronting 37 

one-family residentially zoned or agriculturally zoned lots or parcels may not be 38 

exceeded; and  39 

(g) the resulting development must conform to the design and land use objectives of the 40 

applicable master or sector plan and design guidelines. 41 
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59-C-15.13. The CR zones can only be applied when specifically recommended by an approved and 42 

adopted master or sector plan and only by the sectional map amendment process. 43 

 44 

Examples: 45 

 An area zoned CR-2.0, C1.0, R1.0, H80 allows a total FAR of 2.0, with maximum non-46 

residential and residential FARs of 1.0, thereby requiring an equal mix of uses to obtain the total 47 

FAR allowed.  The height for any building in this zone is limited to 80 feet. 48 

 An area zoned CR-6.0, C3.0, R5.0, H200 allows a residential FAR of up to 5.0, a non-residential 49 

FAR of up to 3.0, and a mix of the two uses could yield a total FAR of 6.0.  This combination 50 

allows for flexibility in the market and shifts in the surrounding context.  The height for any 51 

building in this zone is limited to 200 feet. 52 

 An area zoned CR-4.0, C4.0, R4.0, H160 allows complete flexibility in the mix of uses, 53 

including buildings with no mix, because the maximum allowed non-residential and residential 54 

FARs are both equivalent to the total maximum FAR allowed.  The height for any building in 55 

this zone is limited to 160 feet. 56 

 57 

59-C-15.2. Description and Objectives of the CR Zones. 58 

The CR zones permit a mix of residential and non-residential uses at varying densities and heights.  The 59 

zones promote economically, environmentally, and socially sustainable development patterns where 60 

people can live, work, and have access to services and amenities while minimizing the need for 61 

automobile use.  The application of the CR zones is appropriate where ecological impacts can be 62 

moderated by co-locating housing, jobs, and services.  The objectives of the CR zones are to: 63 

 64 

(a) implement the policy recommendations of applicable master and sector plans; 65 

(b) target opportunities for redevelopment of single-use areas and surface parking lots with a mix of 66 

uses; 67 

(c) reduce dependence on the automobile by encouraging development that integrates a combination 68 

of housing types, mobility options, commercial services, and public facilities and amenities; 69 

(d) encourage an appropriate balance of employment and housing opportunities and compatible 70 

relationships with adjoining neighborhoods; 71 

(e) establish the maximum density and building height for each zone, while retaining appropriate 72 

development flexibility within those limits; and 73 

(f) standardize optional method development by establishing minimum requirements for the 74 

provision of the public benefits that will support and accommodate density above the standard 75 

method limit. 76 

 77 

 78 

 79 

 80 

 81 

 82 
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59-C-15.3. Definitions Specific to the CR Zones. 83 

The following words and phrases, as used in this Division, have the meaning indicated.  The definitions 84 

in Division 59-A-2 otherwise apply. 85 

 86 

Car share space:  a parking space that serves as the location of an in-service vehicle used by a vehicle-87 

sharing service. 88 

Cultural institutions:  public or private institutions or businesses including:  art, music, and 89 

photographic studios; auditoriums or convention halls; libraries and museums; recreational or 90 

entertainment establishments, commercial; theater, indoor; theater, legitimate. 91 

Day care facilities and centers:  facilities and centers that provide daytime care for children and/or 92 

adults, including:  child daycare facility (family day care, group day care, child day care center); 93 

daycare facility for not more than 4 senior adults and persons with disabilities; and day care facility 94 

for senior adults and persons with disabilities. 95 

Frontage:  a property line shared with an existing or master-planned public or private road, street, 96 

highway, or alley right-of-way or easement boundary. 97 

LEED:  the series of Leadership in Energy and Environmental Design (LEED) rating systems developed 98 

by the Green Building Council as amended. 99 

Live/Work unit:  Buildings or spaces within buildings that are used jointly for non-residential and 100 

residential purposes where the residential use of the space may be secondary or accessory to the 101 

primary use as a place of work. 102 

Manufacturing and production, artisan:  The manufacture and production of commercial goods by a 103 

skilled manual worker or craftsperson, such as jewelry, metalwork, cabinetry, stained glass, textiles, 104 

ceramics, or hand-made food products. 105 

Public Arts Trust Steering Committee: A committee of the Arts and Humanities Council that allocates 106 

funds from the Public Arts Trust. 107 

Public owned or operated uses:  Activities that are located on land owned by or leased and developed 108 

or operated by a local, county, state, or federal body or agency. 109 

Recreational facilities, participatory:  Facilities used for sports or recreation.   110 

Reconstruction:  Building the same or less floor area on or within the footprint of a demolished or 111 

partially demolished building. 112 

Renovation:  An interior or exterior alteration that does not affect a building’s footprint. 113 

Seasonal Outdoor Sales:  A lot or parcel where a use or product is offered annually for a limited period 114 

of time during the same calendar period each year.  The availability or demand for the use or product 115 

is related to the calendar period, such as Christmas trees, pumpkin patches, or corn mazes. 116 

Transit proximity:  Transit proximity is categorized in two levels:  1. proximity to an existing or 117 

planned Metrorail Station; 2. proximity to an existing or planned station or stop along a rail or bus 118 

line with a dedicated, fixed path. 119 

 120 

 121 

 122 

 123 
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59-C-15.4. Methods of Development and Approval Procedures. 124 

Two methods of development are available under the CR zones. 125 

 126 

59-C-15.41. Standard Method. 127 

Standard method development must comply with the general requirements and development 128 

standards of the CR zones.  A site plan approval under Division 59-D-3 is required for a standard 129 

method development project only if: 130 

 131 

(a) the gross floor area exceeds 10,000 square feet; or 132 

(b) any building or group of buildings contains 10 or more dwelling units. 133 

 134 

59-C-15.42.  Optional Method. 135 

Optional method development must comply with the general requirements and development 136 

standards of the CR zones and must provide public benefits under Section 59-C-15.8 to obtain 137 

greater density and height than allowed under the standard method of development.  A sketch plan 138 

and site plan are required for any development using the optional method.  A sketch plan must be 139 

filed under the provisions below; a site plan must be filed under Division 59-D-3.  Any required 140 

preliminary subdivision plan must not be submitted before a sketch plan is submitted. 141 

 142 

 (a) A sketch plan application must contain: 143 

(1) a justification statement that addresses how the project meets the requirements and 144 

standards of this Division for optional method development and describes how the 145 

development will further the objectives of the applicable master or sector plan; 146 

(2) an illustrative plan or model that shows the maximum densities for residential and 147 

non-residential uses, massing, and heights of buildings; locations of public use and 148 

other open spaces; and the relationships between existing or proposed buildings on 149 

adjoining tracts; 150 

(3) an illustrative diagram of proposed vehicular, pedestrian, and bicycle access, 151 

circulation, parking, and loading areas; 152 

(4) a table of proposed public benefits and the incentive density requested for each; and 153 

(5) the general phasing of structures, uses, public benefits, and site plan applications. 154 

(b) Procedure for a sketch plan: 155 

(1) Before filing a sketch plan application, an applicant must comply with the provisions 156 

of the Manual for Development Review Procedures, as amended, that concern the 157 

following: 158 

(A) notice; 159 

(B) posting the site of the application submittal; and 160 

(C) holding a pre-submittal meeting. 161 

(2) A public hearing must be held by the Planning Board on each sketch plan application 162 

no later than 90 days after the filing of an optional method development application, 163 

unless a request to extend this period is requested by the applicant, Planning Board 164 

staff, or other interested parties. A request for an extension must be granted if the 165 
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Planning Board finds it not to constitute prejudice or undue hardship on any interested 166 

party.  A recommendation regarding any request for extension must be acted upon as 167 

a consent agenda item by the Planning Board on or before the 90-day hearing period 168 

expires.  Notice of the extension request and recommendation by Staff must be posted 169 

no fewer than 10 days before the item’s agenda date. 170 

(3) No fewer than 10 days before the public hearing on a sketch plan, Planning Board 171 

staff must submit its analysis of the application, including its findings, comments, and 172 

recommendations with respect to the requirements and standards of this division and 173 

any other matters that may assist the Planning Board in reaching its decision on the 174 

application.  This staff report must be included in the record of the public hearing. 175 

(4) The Planning Board must act within 30 days after the close of the record of the public 176 

hearing, by majority vote of those present and voting based upon the hearing record, 177 

to: 178 

(A) approve; 179 

(B) approve subject to modifications, conditions, or binding elements; or 180 

(C) disapprove. 181 

(c) In approving a sketch plan, the Planning Board must find that the following elements are 182 

appropriate in concept and appropriate for further detailed review at site plan: 183 

(1) The plan:  (A) meets the requirements and standards of this Division; (B) will further 184 

the objectives of the applicable master or sector plan; and (C) will provide more 185 

efficient and effective development of the site than the standard method of 186 

development; 187 

(2) The proposed building massing and height and public use and other open spaces are 188 

located and scaled to achieve compatible relationships with each other and with 189 

existing and proposed buildings and open space adjacent to the site and with adjacent 190 

communities; 191 

(3) The general vehicular, pedestrian, and bicyclist access, circulation, parking, and 192 

loading areas are adequate, safe, and efficient; 193 

(4) The proposed public benefits and associated requested incentive density will further 194 

the objectives of the applicable master or sector plan and the objectives of the CR 195 

zones; and 196 

(5) The general phasing of structures, uses, public benefits, and site plans is feasible and 197 

appropriate to the scale and characteristics of the project. 198 

(d) During site plan review, the Planning Board may approve modifications to the binding 199 

elements or conditions of an approved sketch plan. 200 

(1) If changes to a sketch plan are requested by the applicant, notice of the site plan 201 

application must identify those changes requested.  The applicant has the burden of 202 

persuading the Planning Board that such changes should be approved.   203 

(2) If other changes are recommended after the application is made, notice of the site plan 204 

hearing must identify changes requested. 205 
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(3) In acting to approve a sketch plan modification as part of site plan review, the 206 

Planning Board must make the findings required in Section 59-C-15.42 (c) in addition 207 

to those required by Section 59-D-3. 208 

 209 

59-C-15.5. Land Uses. 210 

No use is allowed in the CR zones except as indicated below: 211 

 212 

- Permitted Uses are designated by the letter “P” and are permitted subject to all applicable 213 

regulations. 214 

- Special Exception Uses are designated by the letters “SE” and may be authorized as 215 

special exceptions under Article 59-G. 216 

 217 

(a) Agricultural 

Farm and country markets P 

Farm, limited to crops, vegetables, herbs, and ornamental plants P 

Nursery, horticultural – retail or wholesale P 

Seasonal outdoor sales P 

(b) Residential 

Dwellings P 

Group homes, small or large P 

Hospice care facilities P 

Housing and related facilities for senior adults or persons with disabilities P 

Life care facilities P 

Live/Work units P 

Personal living quarters P 

(c) Commercial Sales and Service 

Advanced technology and biotechnology P 

Ambulance or rescue squads P 

Animal boarding places SE 

Automobile filling stations SE 

Automobile rental services, excluding storage of vehicles and supplies P 

Automobile repair and services P 

Automobile sales, indoors P 

Automobile sales, outdoors (except where a municipality prohibits the use within its 

jurisdiction by resolution) 

P 

Clinic P 

Conference centers P 

Eating and drinking establishments P 

Health clubs and gyms P 

Home occupations, major SE 
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Home occupations, registered and no-impact P 

Hotels and motels P 

Laboratories P 

Dry cleaning and laundry pick-up stations P 

Offices, general P 

Recreational facilities, participatory P 

Research, development, and related activities P 

Retail trades, businesses, and services of a general commercial nature P 

Self-storage facilities SE 

Veterinary hospitals and offices without boarding facilities P 

Warehousing, not including self-storage, less than 10,000 square feet P 

(d) Institutional & Civic 

Charitable and philanthropic institutions P 

Cultural institutions P 

Day care facilities and centers P 

Educational institutions, private P 

Hospitals P 

Parks and playgrounds, private P 

Private clubs and service organizations P 

Publicly owned or publicly operated uses P 

Religious institutions P 

(e) Industrial 

Manufacturing and production, artisan P 

Manufacturing, compounding, processing, or packaging of cosmetics, drugs, perfumes, 

pharmaceuticals, toiletries, synthetic molecules, and projects resulting from 

biotechnical and biogenetic research and development 

P 

Manufacturing and assembly of medical, scientific, or technical instruments, devices, 

and equipment 

P 

(f) Other 

Accessory buildings and uses P 

Bus terminals, non-public P 

Parking garages, automobile P 

Public utility buildings, structures, and underground facilities P 

Radio and television broadcast studios P 

Rooftop mounted antennas and related unmanned equipment buildings, cabinets, or 

rooms 

P 

 218 

 219 

 220 

 221 
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59-C-15.6. General Requirements. 222 

Development in the CR zone must comply with the following requirements. 223 

 224 

59-C-15.61. Master Plan and Design Guidelines Conformance. 225 

Development that requires a site plan must be consistent with the applicable master or sector plan 226 

and must address any design guidelines approved by the Planning Board that implement the 227 

applicable plan. 228 

 229 

59-C-15.62. Priority Retail Street Frontages. 230 

Development that requires a site plan and is located on a street identified as a priority retail street 231 

frontage in the applicable master plan, sector plan, or  design guidelines must be developed in a 232 

manner that is consistent with the recommendations and objectives of the applicable plan and 233 

address any applicable design guidelines approved by the Planning Board that implement the 234 

applicable plan. 235 

 236 

59-C-15.63. Streetscape. 237 

Streetscape improvements must be consistent with the recommendations of the applicable master or 238 

sector plan and must address any Planning Board approved design guidelines that implement the 239 

applicable plan. 240 

 241 

59-C-15.64. Bicycle Parking Spaces and Commuter Shower/Change Facility. 242 

(a) Bicycle parking facilities must be secure and accessible to all residents or employees of the 243 

proposed development. 244 

(b) The number of bicycle parking spaces and shower/change facilities required is shown in the 245 

following table (calculations must be rounded to the higher whole number): 246 

 247 

Bicycle and Shower/Change Facilities Required 

Use Requirement 

Residential 

In a building containing less than 

20 dwelling units. 

At least 4 bicycle parking spaces. 

In a building containing 20 or 

more dwelling units. 

At least 0.5 bicycle parking spaces per dwelling unit, not to be fewer 

than 4 spaces and up to a maximum of 100 required spaces. 

In any group living arrangement 

expressly for senior citizens. 

At least 0.1 bicycle parking spaces per unit, not to be fewer than 2 

spaces, up to a maximum of 100 required spaces. 
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Non-Residential 

In a building with a total non-

residential floor area of 1,000 to 

9,999 square feet. 

At least 2 bicycle parking spaces. 

In a building with a total non-

residential floor area of 10,000 to 

99,999 square feet. 

Two bicycle parking spaces for the first 10,000 square feet plus one 

additional space for every additional 10,000 square feet, up to a 

maximum of 100 spaces. 

In a building with a total non-

residential floor area of 100,000 

square feet or greater. 

Two bicycle parking spaces for the first 10,000 square feet plus one 

additional space for every additional 10,000 square feet, up to a 

maximum of 100 spaces.  One shower/change facility for each 

gender available only to employees when the building is accessible. 

 248 

59-C-15.65. Parking. 249 

(a)       (1) For projects that satisfy the requirements for transit proximity levels 1 or 2, the 250 

number of parking spaces provided on site must not exceed the number required 251 

under Article 59-E, except that the maximum number of parking spaces for general 252 

retail and restaurant uses is 4 spaces for every 1,000 square feet of gross leasable area, 253 

and no parking spaces are required for restaurant outdoor patron areas. 254 

(2) All projects that do not satisfy the requirements for transit proximity levels 1 or 2 255 

must meet the parking requirements established under Article 59-E, except that the 256 

number of parking spaces for general retail and restaurant uses in Subsection (a)(1) 257 

may be provided without a parking waiver. 258 

(b) Except for retail and restaurant uses that satisfy Subsection (a)(1) and projects that do not 259 

satisfy transit proximity level 1 or 2, the number of parking spaces required is based on a 260 

building’s distance from transit as follows:   261 

 262 

Parking Requirements 

 Transit Proximity (Level 1 or 2) 

¼ mile from 

transit 

¼ to ½ mile 

from transit 

½ mile to 1 mile 

from transit 

>1 mile from 

transit 

Non-residential: the number 

of required spaces under 

Article 59-E multiplied by 

the following factor: 

0.20 0.40 0.60 0.80 

Residential: the number of 

required spaces under Article 

59-E multiplied by the 

following factor: 

0.60 0.70 0.80 0.90 

The appropriate parking rates apply to the gross floor area within each distance category. 263 

 264 

 265 
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(c) Parking requirements must be met by any of the following: 266 

(1) providing the spaces on site; 267 

(2) constructing publicly available on-street parking; or  268 

(3) participating in a parking lot district or entering into an agreement for shared parking 269 

spaces in a public or private facility within 1,000 feet of the subject lot, if the off-site 270 

parking facility is not in an agricultural (Division 59-C-9), planned unit development 271 

(Division 59-C-7), or residential (Division 59-C-1) zone. 272 

(d) Every “car-share” space provided reduces the total number of required spaces by 6 spaces for 273 

non-residential use or 3 spaces for residential use. 274 

 275 

Example:  A non-residential site requiring at least 100 spaces under Article 59-E would be required to 276 

provide a maximum of 100 spaces on site.  If that site was within ¼ to ½ mile of a transit station, the 277 

minimum requirement for parking would be 40 spaces (100 x 0.40 = 40).  If 2 car-share spaces were 278 

provided, that requirement would be 28 for non-residential use or 34 for residential use.  279 

 280 

(e) The design of surface parking facilities must comply with the following: 281 

(1) a parking facility at or above grade must not be located between the street and the 282 

main front wall of the building or the side wall of a building on a corner lot unless the 283 

Planning Board finds that safe and efficient circulation would be better served by a 284 

different arrangement; 285 

(2) if a site is adjacent to an alley, the primary vehicular access to the parking facility 286 

must be from that alley; and 287 

(3) curb cuts must be kept to a minimum and shared by common ingress/egress 288 

easements whenever possible. 289 

(f) The design of parking facilities with drive-through services must comply with the following; 290 

however, the Planning Board may approve a design if it finds that the alternative design 291 

would provide safer and more efficient circulation: 292 

(1) the driveway must not be located between the street and the main front wall of a 293 

building or the side wall of a building on a corner lot; 294 

(2) the drive-through service window must be located on the rear or side wall of the 295 

building; any service window on the side wall of a building must be permanently 296 

screened from any street; and 297 

(3) curb cuts to a street must be minimized to one drive aisle of no more than 20 feet in 298 

width for two-way traffic or two drive aisles each of no more than 10 feet in width for 299 

one-way traffic. 300 

(g) Except for areas used for internal driveway or sidewalk connections between lots or parcels 301 

that are not in residential (59-C-1) or agricultural (59-C-9) zones, landscaping for surface 302 

parking facilities must satisfy the following requirements: 303 

 304 

 305 

 306 
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Minimum Landscape Standards for Surface Parking 

Subject Requirement 

Right-of-Way Screening 6-foot width of continuous soil panel or stormwater management 

recharge facility (not including any PUE or PIE) with groundcover, 

planting bed, or lawn; a minimum 3-foot high continuous evergreen 

hedge or fence; and one deciduous tree per 30 feet of street frontage or 

per the applicable streetscape standards. 

Adjacent to a lot or parcel in 

any Commercial, Industrial, 

or Mixed-Use Zone 

4-foot width continuous soil panel or stormwater management recharge 

facility with groundcover, planting bed, or lawn; one deciduous tree per 

30 feet of frontage. 

Adjacent to a lot or parcel in 

an Agricultural or 

Residential District 

10-foot width continuous soil panel or stormwater management recharge 

facility with groundcover, planting bed, or lawn; 6-foot high continuous 

evergreen hedge or fence; and one deciduous tree per 30 feet of frontage. 

Internal Pervious Area 10 percent of the parking facility area comprised of individual areas of at 

least 100 square feet each. 

Tree Canopy Coverage 30 percent of the parking facility area (at 15 years growth). 

 307 

 308 

 309 
Surface Parking Landscape Requirements Illustrative 310 

 311 

 312 

 313 

 314 

 315 

 316 

 317 

 318 

 319 
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59-C-15.7. Development Standards. 320 

Development in any CR zone must comply with the following standards. 321 

 322 

59-C-15.71.  Density. 323 

(a) The maximum density for any standard method project is the greater of 0.5 FAR or 10,000 324 

square feet of gross floor area.  Any single land use or any combination of land uses allowed 325 

in the zone may achieve the maximum density. 326 

(b) The maximum total density and mix of maximum non-residential and residential density for 327 

any project using the optional method of development is specified by the zone. 328 

 329 

59-C-15.72.  Height. 330 

(a) The maximum height for any building or structure in a standard method project is 40 feet. 331 

(b) The maximum height for any building or structure in an optional method project is 332 

determined by the zone. 333 

 334 

59-C-15.73. Setbacks. 335 

(a) A building must not be any closer to a lot line shared with a lot or parcel in an agricultural 336 

(Division 59-C-9) or residential (Division 59-C-1) zone than: 337 

(1) 25 feet or the setback required by the adjacent lot, whichever is greater; and 338 

(2) the building must not project beyond a 45 degree angular plane projecting over the lot 339 

measured from a height of 55 feet at the setback determined above, with the exception 340 

of those features exempt from height and setback restrictions under Section 59-B-1. 341 

 342 

343 
Angular Plan Setback Illustration 344 

 345 

(b) The development of a new building in place of a building existing when the CR zone is applied 346 

may be built to the pre-existing setbacks if the height of the new building is not increased over 347 

that of the former building.  348 

 349 

Zoning Boundary 

55 FT. 

Required Building Setback 

Agricultural or Residential Zone CR Zone 

Height Limit 

45 degrees 
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59-C-15.74. Public Use Space. 350 

(a) Public use space is not required for any standard method project that does not require a site 351 

plan.  If a site plan is required for the proposed project, then the minimum public use space is 352 

10 percent of the project’s net land area.  353 

(b) Projects using the optional method of development must provide public use space as follows: 354 

 355 

Minimum Required Public Use Space (% of net tract area)  

Acres (Gross) Number of Existing and  Planned Right-of-Way Frontages 

 1 2 3 4+ 

< ½ 0 0 0% 5% 

½ - 1.00 0 0% 5% 10% 

1.01 - 3.00 0% 5% 10% 10% 

3.01 – 6.00 5% 10% 10% 10% 

6.01 + 10% 10% 10% 10% 

 356 

(c) Public use space must: 357 

(1) be calculated on the net tract area that was included in the sketch plan application; 358 

(2) be rounded to the next highest 100 square feet; 359 

(3) be easily and readily accessible to the public;  360 

(4) be distributed within the entire tract area included in the sketch plan application; and 361 

(5) contain amenities such as seating options, shade, landscaping, or other similar public 362 

benefits. 363 

(d) Instead of providing on-site public use space, for any site of 3 acres or less, a development 364 

may propose the following alternatives, subject to Planning Board approval:  365 

(1) public use space improvements of an equal or greater size within ¼ mile of the 366 

subject site; or 367 

(2) a payment in part or in full to the Public Amenity Fund under Section 59-D-2.31. 368 

(e) A development on a site larger than 3 acres may only provide off-site public use space in 369 

order to provide master-planned open space improvements, or a payment under Subsection 370 

(d)(2), for an area of equal or greater size required on site that is: 371 

(1) located within the same master plan area as the proposed development; and 372 

(2) indicated on the approved sketch plan. 373 

 374 

59-C-15.75. Residential Amenity Space. 375 

(a) Any building containing 20 or more dwelling units must provide amenity space for its 376 

residents as follows: 377 

 378 
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Required Residential Amenity Space 

Type of Amenity Space Area of Amenity Space 

Indoor space in a multi-purpose room, fitness 

room, or other common community room(s), at 

least one of which must contain a kitchen and 

bathroom. 

20 square feet per dwelling unit up to 5,000 

square feet. 

Passive or active outdoor recreational space. 20 square feet per dwelling unit, of which at 

least 400 square feet must adjoin or be directly 

accessible from the indoor amenity space. 

 379 

(b) The amenity space is not required for Moderately Priced Dwelling Units (MPDUs) on a site 380 

within a metro station policy area or where the Planning Board finds that there is adequate 381 

recreation and open space within a ½ mile radius of the subject site. 382 

(c) The amenity space requirement may be reduced by ½ for Workforce Housing Units 383 

(WFHUs) located within a metro station policy area or if the minimum public open space 384 

requirement is satisfied on site. 385 

(d) The provision of residential amenity space may be counted towards meeting the required 386 

recreation calculations under the M-NCPPC Recreation Guidelines, as amended. 387 

 388 

59-C-15.8. Special Regulations for the Optional Method of Development 389 

 390 

59-C-15.81. Incentive Density Provisions.  391 

This section establishes incentives for optional method projects to provide public benefits in return 392 

for increases in density and height above the standard method maximums, consistent with the 393 

applicable master or sector plan, up to the maximum permitted by the zone. 394 

 395 

(a) Public benefits must be provided that enhance or contribute to the objectives of the CR zone 396 

in the following categories: 397 

(1) Master-planned major public facilities; 398 

(2) Transit proximity for residents, workers, and patrons; 399 

(3) Connectivity between uses and activities and mobility options; 400 

(4) Diversity of uses and activities; 401 

(5) Quality of building and site design;  402 

(6) Protection and enhancement of the natural environment; and 403 

(7) Advanced dedication of right-of-way. 404 

Sections 59-C-15.82 through 59-C-15.88 indicate the types of public benefits that may be 405 

accepted in each of these categories. 406 

(b) In approving any incentive density based on the provision of public benefits, the Planning 407 

Board must consider: 408 

(1) The policy objectives and priorities of the applicable master or sector plan; 409 
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(2) Any applicable design guidelines and any adopted public benefit standards and 410 

guidelines; 411 

(3) The size and configuration of the tract; 412 

(4) The relationship of the site to adjacent properties; 413 

(5) The presence or lack of similar public benefits nearby; and 414 

(6) Enhancements that increase public access to or enjoyment of the benefit. 415 

(c) Any incentive density increase approved by the Planning Board for an optional method of 416 

development application must satisfy Subsection 59-C-15.87(a). 417 

(d) The Planning Board must adopt, publish, and maintain guidelines that detail the standards 418 

and requirements for public benefits that may be provided for incentive density.  The 419 

guidelines must: 420 

(1) be consistent with the recommendations and objectives of the applicable master or 421 

sector plan and the purpose of the CR zones; 422 

(2) be in addition to any standards, requirements, or rules of incentive density calculation 423 

included in this Division, but may not supersede those provisions; 424 

(3) allow any single feature of a project a density incentive from only 1 public benefit;  425 

(4) only address the public benefits listed in Sections 59-C-15.82 through 59-C-15.88 and 426 

must not add a public benefit category; and  427 

(5) include the criteria to determine when an early dedication of right-of-way qualifies for 428 

incentive density, and the amount of the incentive density permitted. 429 

 430 

59-C-15.82. Incentives for Master-Planned Major Public Facilities. 431 

Major public facilities such as schools, libraries, recreation centers, urban parks, and county service 432 

centers provide public services at convenient locations, centers for community meetings, and civic 433 

events.  Because of their significance in place-making, the Planning Board may approve incentive 434 

density of up to 70 percent for the conveyance of a site and/or construction of a major public facility 435 

that is designated on a master plan or sector plan and is accepted for use and operation by the 436 

appropriate public agency, community association, or nonprofit organization. 437 

 438 

59-C-15.83. Incentives for Transit Proximity. 439 

In order to encourage greater use of transit, control sprawl, and reduce vehicle miles traveled, 440 

congestion, and carbon emissions, the Planning Board may approve incentive density for transit 441 

proximity under this section.  The percentage of incentive density awarded to a project for transit 442 

proximity is as follows: 443 

 444 

Transit Proximity Level 1 Level 2 

Adjacent or confronting 50% 30% 

Within ¼ mile 40% 25% 

Between ¼ and ½ mile 30% 20% 

Between ½ and 1 mile 20% 15% 

 445 
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(a)       A project is adjacent to or confronting a transit station or stop if it shares a property line, 446 

easement line, or is separated only by a right-of-way from an existing or planned transit 447 

station or stop and 100 percent of the gross tract area submitted in a single sketch plan 448 

application is within ¼ mile of the transit portal. 449 

(b)       (1) For all other projects to qualify for incentive density availability at the other distances, 450 

at least 75 percent of the gross tract area in a single sketch plan application must be 451 

within the range for which the incentive is proposed. 452 

(2) The incentive density for projects less than 75 percent of the gross tract in 1 distance 453 

range must be calculated as the weighted average of the percentage of area in each 454 

range. 455 

 456 

59-C-15.84. Incentives for Connectivity and Mobility. 457 

In order to enhance connectivity between uses and amenities and increase mobility options; 458 

encourage non-automotive travel for short and multi-purpose trips as well as for commuting; 459 

facilitate social and commercial interaction; provide opportunities for healthier living; and stimulate 460 

local businesses, the Planning Board may approve incentive density of up to 30% for a project that 461 

provides at least 2 of the following public benefits: 462 

 463 

(a) Neighborhood Services: Safe and direct pedestrian access to 10 different retail services on 464 

site or within ¼ mile, of which at least 4 have a maximum retail bay floor area of 5,000 465 

square feet. 466 

(b) Minimum Parking: Provision of the minimum required parking for projects of one acre of 467 

gross tract area or more. 468 

(c) Through-Block Connections: Safe and attractive pedestrian connections between streets. 469 

(d) Public Parking: Provision of up to the maximum number of parking spaces allowed in the 470 

zone as public parking. 471 

(e) Transit Access Improvement: Ensuring that access to transit facilities meets County 472 

standards for handicapped accessibility. 473 

(f) Trip Mitigation: A binding and verifiable Traffic Mitigation Agreement to reduce the 474 

number of weekday morning and evening peak hour trips attributable to the site in excess of 475 

any other regulatory requirement; the agreement must result in a non-auto driver mode share 476 

of at least 50% for trips attributable to the site. 477 

 478 

59-C-15.85. Incentives for Diversity of Uses and Activities. 479 

In order to increase the variety and mixture of land uses, types of housing, economic diversity, and 480 

community activities; contribute to development of a more efficient and sustainable community; 481 

reduce the necessity for automobile use; and facilitate healthier lifestyles and social interaction, the 482 

Planning Board may approve incentive density of up to 30% for a project that provides affordable 483 

housing or a public facility, as described below, or at least 2 of the other following public benefits: 484 

 485 
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(a) Affordable Housing:  All residential development must comply with the requirements of 486 

Chapter 25A for the provision of Moderately Priced Dwelling Units (MPDUs) and may 487 

provide Workforce Housing Units (WFHUs) under Chapter 25B. 488 

(1) MPDU Incentive Density: Provision of MPDUs above the minimum required is 489 

calculated on the total number of dwelling units as required by Chapter 25A, and the 490 

percent of incentive density increase is based on the proposed FAR for the entire 491 

project. 492 

 493 

Example: Provision of 14.5% MPDUs is awarded an incentive density of 20% (see 25-A-494 

5(c)(3)).  In the case of a CR 4.5 zone that proposes 4.5 FAR, that equals 0.20 x 4.0 (the 495 

incentive density), which is 0.8 FAR. 496 

 497 

(2) WFHU Incentive Density: Provision of WFHUs is calculated at the following rate: 2 498 

times the percentage of units provided as WFHUs. 499 

 500 

Example: Provision of 5% WFHUs is awarded incentive density of 10%; provision of 501 

12% WFHUs is awarded incentive density of 24%. 502 

 503 

(b) Adaptive Buildings: Provision of buildings with minimum floor-to-floor heights of at least 504 

15 feet on any floor that meets grade and 12 feet on all other floors.  Internal structural 505 

systems must be able to accommodate various types of use with only minor modifications. 506 

(c) Care Centers: Child or adult day care facilities. 507 

(d) Small Business Retention: Provision of on-site space for small, neighborhood-oriented 508 

businesses. 509 

(e) Dwelling Unit Mix: Provision of at least 7.5% efficiency units, 8% 1-bedroom units, 8% 2-510 

bedroom units, and 5% 3-or-more bedroom units. 511 

(f) Enhanced Accessibility for the Disabled:  Provision of dwelling units that satisfy American 512 

National Standards Institute A117.1 Residential Type A standards or units that satisfy an 513 

equivalent County standard. 514 

 515 

59-C-15.86. Incentives for Quality Building and Site Design. 516 

High quality design is especially important in urban, integrated-use settings to ensure that buildings 517 

and uses are compatible with each other and adjacent communities and to provide a harmonious 518 

pattern of development. Due to the increased density of these settings, buildings tend to have high 519 

visibility. High quality design may help to attract residents and businesses to locate in these settings.  520 

Location, height, massing, façade treatments, and ornamentation of buildings affect sense of place, 521 

orientation, and the perception of comfort and convenience.  The quality of the built environment 522 

affects light, shadow, wind, and noise, as well as the functional and economic value of property.  In 523 

order to promote high quality design, the Planning Board may approve incentive density of up to 524 

30% to a project that provides at least 2 of the following public benefits: 525 
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(a) Historic Resource Protection:  Preservation and/or enhancement of a historic resource 526 

indicated on the Master Plan for Historic Preservation in conformance with a plan approved 527 

by the Historic Preservation Commission.  A fee-in-lieu for a specific preservation project 528 

may be paid to the Historic Preservation Division as specified in the Guidelines for Public 529 

Benefits. 530 

(b) Structured Parking:  Parking provided within a structure or below-grade.   531 

(c) Tower Setback:  Setback of building by a minimum of 6 feet beyond the first floor façade at 532 

a maximum height of 72 feet. 533 

(d) Public Art:  Provision of public art must be reviewed for comment by the Public Arts Trust 534 

Steering Committee.  A fee-in-lieu may be paid to the Trust as specified in the Guidelines for 535 

Public Benefits. 536 

(e) Public Open Space:  Provision of open space in addition to the minimum required by the 537 

zone.  Public open space must be easily accessible to the public during business hours and/or 538 

at least from sunrise to sunset and must contain amenities such as seating, plantings, trash 539 

receptacles, kiosks, and water features. 540 

(f) Streetscape:  Construction of off-site streetscape in addition the requirements of this 541 

division.  542 

(g) Exceptional Design:  Building design that provides innovative solutions in response to the 543 

immediate context; creates a sense of place and serves as a landmark; enhances the public 544 

realm in a distinct and original manner; introduces new materials, forms, or building 545 

methods; uses design solutions to make compact infill development living, working, and 546 

shopping environments more pleasurable and desirable; and integrates low-impact 547 

development methods into the overall design of the site and building. 548 

 549 

59-C-15.87.  Incentives for Protection and Enhancement of the Natural Environment. 550 

In order to combat sprawl and mitigate or reverse environmental problems such as heat from the 551 

built environment, inadequate carbon-sequestration, and pollution caused by reliance on the 552 

automobile, the Planning Board may approve a density increase up to 30% for the public benefits in 553 

this Subsection: 554 

 555 

(a) CR zones require the purchase of BLT easements or payment to the Agricultural Land 556 

Preservation Fund for at least 5% but no more than 30% of the incentive density under the 557 

following conditions.   558 

(1) Any private BLT easement must be purchased in whole units; or 559 

(2) BLT payments must be made to the Agricultural Land Preservation Fund, based on 560 

the amount established by Executive Regulations under Chapter 2B; if a fraction of a 561 

BLT easement is needed, a payment based on the gross square footage of incentive 562 

density must be made to the Agricultural Land Preservation Fund for at least the 563 

fraction of the BLT easement. 564 
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(3) (A) For the first 5% of incentive density, each BLT easement purchase or payment 565 

allows 20,000 gross square feet of incentive density or a proportion thereof, 566 

allowed by a payment for a fraction of a BLT. 567 

(B) For the incentive density above 5%, each BLT easement purchase or payment 568 

allows 30,000 gross square feet of incentive density or a proportion thereof, 569 

allowed by a payment for a fraction of a BLT. 570 

(b) Energy Conservation and Generation: Provision of energy-efficiency that exceeds 571 

standards for the building type by 17.5% for new buildings or 10% for existing buildings, or 572 

provision of renewable energy generation facilities on-site or within ½ mile of the site for a 573 

minimum of 2.5% of the projected energy requirement. 574 

(c) Green Wall: Installation and maintenance of a vegetated wall that covers at least 30% of any 575 

blank wall or parking garage façade visible from a public street or open space. 576 

(d) Tree Canopy: Coverage at 15 years of growth of at least 25% of the on-site open space.  577 

(e) Vegetated Area: Installation of plantings in a minimum of 12 inches of soil covering at least 578 

5,000 square feet of previously impervious surfaces.  This does not include vegetated roofs.  579 

(f) Vegetated Roof: Provision of a vegetated roof with a soil depth of at least 4 inches covering 580 

at least 33% of a building’s roof, excluding space for mechanical equipment. 581 

 582 

59-C-15.88. Advanced dedication of right-of-way. 583 

When sketch plans or site plans are approved, the Planning Board may allow an incentive density not 584 

to exceed 30% for a prior dedication of rights-of-way for roadways, sidewalks, or bikeways 585 

recommended in the applicable master or sector plan, if the County or the State is responsible for 586 

constructing the facility on the right-of-way. 587 

 588 

59-C-15.9. Existing Approvals.  589 

(a) One or more lawfully existing buildings or structures and the uses therein, which predate the 590 

applicable sectional map amendment, are conforming structures or uses, and may be continued, 591 

renovated, repaired, or reconstructed to the same size and configuration, or enlarged up to a total 592 

of 10 percent above the total existing floor areas of all buildings and structures on site or 30,000 593 

square feet, whichever is less, and does not require a site plan.  Enlargements in excess of the 594 

limitations in this Subsection will require compliance with the full provisions of this Division. 595 

(b) A project that received an approved development plan under Division 59-D-1 or schematic 596 

development plan under Division 59-H-2 before the enactment of the CR zones may proceed 597 

under the binding elements of the development plan and will thereafter be treated as a lawfully 598 

existing building, and may be renovated or reconstructed under Subsection (a) above.  Such 599 

development plans or schematic development plans may be amended as allowed under Division 600 

59-D-1 or 59-H-2 under the provisions of the previous zone; however, any incremental increase 601 

in the total floor area beyond that allowed by Subsection (a) above or any incremental increase in 602 

building height greater than 15 feet requires, with respect to the incremental increase only, full 603 

compliance with the provisions of this Division. 604 



Ordinance No. 16-42  

 20 

(c) At the option of the owner, any portion of a project subject to an approved development plan or 605 

schematic development plan described in Subsection (b) above may be developed under this 606 

Division.  The remainder of that project continues to be subject to the approved development 607 

plan or schematic development plan, under Subsections (a) and (b). 608 

(d) A project which has had a preliminary or site plan approved before the applicable sectional map 609 

amendment may be built or altered at any time, subject to either the full provisions of the 610 

previous zone or this division, at the option of the owner.  If built under the previous approval, it 611 

will be treated as a lawfully existing building and may be renovated or reconstructed under 612 

Subsection (a) above. If built with an incremental increase over the previous approval, only that 613 

incremental increase must comply with this Division. 614 



Division 59-C-4. Commercial Zones. [Note] 

Sec. 59-C-4.1. Zones established. 

The following are the commercial zones and their identifying symbols and the location of 

development standards for each (land uses are listed in section 59-C-4.2): 

C-T zone-Commercial, transitional       C-4.30 

O-M zone-Office building, moderate intensity       C-4.31 

C-O zone-Commercial, office building       C-4.32 

C-P zone-Commercial, office park       C-4.33 

C-1 zone-Convenience commercial       C-4.34 

C-2 zone-General commercial       C-4.35 

C-3 zone-Highway commercial       C-4.36 

C-4 zone-Limited commercial       C-4.37 

C-5 zone-Low-density, office commercial       C-4.40 

C-6 zone-Low-density regional commercial (Euclidean)       C-4.41 

H-M zone-Hotel-motel       C-4.38 

Country inn zone       C-4.39 

(Legislative History: Ord. No. 9-80, § 1; Ord. No. 11-44, § 1; Ord. No. 13-54, § 1.) 

     Editor's note-Formerly, section 59-C-4.01. 

Sec. 59-C-4.2. Land uses. 

No use is allowed except as indicated in the following table: 

-Permitted Uses. Uses designated by the letter "P" are permitted on any lot in the zones 

indicated, subject to all applicable regulations. 

-Special Exception Uses. Uses designated by the letters "SE" may be authorized as special 

exceptions under article 59-G. 



  C-T O-M C-O C-P C-1 C-2 C-3 C-4 C-5 C-6 H-M Country 

Inn 

(a) Residential:                         

Apartment hotels.
1                         

Boarding houses.     P     P             

Dwellings. P6 P
6
/SE P2, 52   SE P40

/SE SE SE   SE   P4 

Guest rooms.                       P5 

Hotel or motel.           P3         P   

Personal living 

quarters.50 

        P/SE P/SE P/SE P/SE         

Tourist homes. P   P     P P           

(b) Manufacturing and 

industrial.                         

Ice storage.           P P           

Manufacturing 

and assembly of 

medical, 

scientific or 

technical 

instruments, 

devices, 

products and 

equipment. 

  P56                     

Newspaper, printing and 
publishing shops.           P P           

(c) Transportation, 

communication and 

utilities: 
                        

Amateur radio facility. P
63
/ 

SE 

P
63
/ 

SE 

P
63
/ 

SE 

P
63
/ 

SE 

P
63
/ 

SE 

P
63
/ 

SE 

P
63
/ 

SE 

P
63
/ 

SE 

P
63
/ 

SE 

P
63
/ 

SE 

P
63
/ 

SE 

P
63
/ 

SE 

Cable communications 

system. SE9 SE
9 SE

9 SE
9 SE

9 SE
9 SE

9 SE
9 SE

9 SE
9 SE

9 SE
9 

Electric power 

transmission and 

distribution lines. 
    P                   

Electric power 

transmission 

and distribution 

lines, overhead, 

carrying 69,000 

volts or less. 

          P             



Electric power 

transmission 

and distribution 

lines, 

underground. 

      P                 

Heliports.     SE SE   SE SE SE   SE     

Helistops.   SE SE SE   SE SE SE SE SE     

Parking 

garages, 

automobile. 

      P7   P P SE   SE     

Parking of 

automobiles, 

off-street, in 

connection with 

commercial 

uses. 

    SE                   

Parking of 

motor vehicles, 

off-street, in 

connection with 

any use 

permitted. 

P P P P P P P P P P P P 

Parking lots, 

automobile. 

          P P           

Pipelines, 

aboveground. 

    P     P             

Pipelines, 

underground. 

    P P   P             

Public utility 

buildings and 

structures. 

SE SE SE SE SE SE SE SE SE P/SE SE SE 

Radio and 

television 

broadcasting 

stations and 

towers. 

    SE/P55     SE/P
55 SE/P

55           

Radio and television 

broadcasting studios.     P     P   P   P     

Railroad tracks.     P     P   P   P     



Roof top  

mounted 

antennas and 

related 

unmanned 

equipment 

building, 

equipment 

cabinets or 

equipment 

room.46 

P P P P P P P P P P P   

Taxicab stands.         P P   P   P     

Telecommuni- cations 

facility. 
SE SE P

8
/ 

SE 

P
8
/ 

SE 

SE P
8
/ 

SE 

P
8
/ 

SE 

SE P
8
/ 

SE 

  P
8
/ 

SE 

SE 

Telephone and telegraph 

lines.     P     P             

Telephone and 

telegraph lines, 

underground. 

      P         P       

Telephone 

offices and 

communications 

centers. 

  P P P   P     P       

(d) Commercial:                         

Adult entertainment 

business.
43           P             

Antique shops, 

handicrafts or 

art sales. 

  P49     P P   P   P   P12 

Appliance stores.         P P P P   P     

Automobile 

parts, supplies 

and tire stores. 

        P13 P P           

Automobile 

sales, indoor. 

          P P14           

Automobile sales, 

outdoors.           SE P14           

Automobile sales and 

service mall.             P14           

Boat sales, indoors.             P           



Boat sales, 

outdoors. 

            P           

Book stores.         P P   P   P     

Building 

materials and 

supplies. 

          P P           

Combination 

retail store 

          SE SE           

Convenience 

food and 

beverage. 

            P           

Country inns.                       P 

Delicatessen. SE15   SE
11 SE

11   P   P   P     

Department 

stores. 

          P       P     

Drug store. SE15   SE
11 SE

11 P P P P   P     

Eating and 

drinking 

establishment, 

excluding a 

drive-in. 

SE15 P/SE
62 SE

11 SE
62 P

17 P   P17 P
16 P P   

Eating and 

drinking 

establishments, 

including drive-

ins. 

        SE SE P SE   SE     

Farm building supply and 

construction.
64           P             

Farm implements, storage 

and sales.           P P           

Feed and grain, 

storage and 

sales. 

          P P           

Florist. SE15,20 P 
65     P P   P   P     

Food and 

beverage store. 

        P19 P
19   P

19   P     

Furniture stores, 

carpet or related 

furnishing sales 

        P18 P P P   P     



or service. 

Garden supply 

shops. 

        P P P P         

Gift shops.         P P   P   P     

Grocery stores.         P P   P   P     

Hardware 

stores. 

        P P   P   P     

Heavy 

equipment, 

sales and 

services. 

            P           

Jewelry stores.         P P   P   P     

Landscape 

contractor. P60 

                      

Mobile homes and trailer 

sales.             P           

Newsstand. SE15 P
16 SE

11 SE
11 P P   P P16 P     

Pet shops.         SE P   SE         

Photographic 

and art supply 

stores. 

        P P   P   P     

Printing and 

publishing. 

          P             

Retail sales and 

personal 

services. 

SE15   SE
11 SE

11             P   

Retail trades, 

businesses, and 

services of a 

general 

commercial 

nature. 

          P             

Saddlery.                       P12 

Specialty shop.     SE11 SE
11           P     

Tire, battery 

and accessory 

stores located in 

        SE               



an integrated 

shopping center. 

Transitory use.45 P/SE P/SE P/SE P/SE P/SE P/SE P/SE P/SE P/SE P/SE P/SE P/SE 

Variety and dry 

goods stores. 

        P P   P   P     

Wearing 

apparel stores. 

        P P   P   P     

(e) Services:                         

Ambulance or rescue 

squads, privately 
supported, nonprofit. 

P P SE   P P P P P       

Ambulance or 

rescue squads, 

publicly 

supported. 

P P P   P P P P P P     

Animal 

boarding place. 

        SE   P21           

Appliance repair shops.         P P P SE   P     

Automobile 

filling stations.41 

        SE SE SE SE   SE     

Automobile 

fluid 

maintenance 

stations. 

        SE22 P
23 P SE22   P     

Automobile, 

light truck and 

light trailer 

rentals, outdoor. 

        SE               

Automobile 

repair and 

services. 

          P23 P
14 SE

22         

Automobile storage lots.           SE             

Automobile, 

truck and trailer 

rentals. 

            P14           

Automobile, truck and 

trailer rentals, outdoor.           SE             

Banks and 

financial 

P P P P P24 P P25 P P P P   



institutions. 

Barber or 

beauty shop. 

SE15 P
16 SE

11 SE
11 P P   P P16       

Beauty shops, special 

provision.
26     P                   

Blacksmith 

shop. 

                      P12 

Car wash.           SE P SE         

Chancery.44   P P P   P P           

Charitable or 

philanthropic 

institutions. 

P P P P SE P SE P P P     

Child day care 

facility: 

                        

-Family day 

care home. 

P P P P P P P P P P     

-Group day care 

home. 

P P P P P P P P P P     

-Child day care 

center. 

P P P P P P P P P P     

Clinics. P27 P
27 P

27 P
27   P P27 P

27 P
27 P

27     

Corporate training center.       P                 

Domiciliary care home 

for more than 16 

residents.
51 

SE   SE     SE             

Dry cleaning 

and laundry 

establishments, 

consisting of no 

more than 3,000 

square feet of 

gross floor 

area.28 

        P P   P   P     

Dry cleaning 

and laundry 

pick-up station. 

SE15   SE
11 SE

11 P P   P   P     

Duplicating 

services. 

P29 P
29 P

29 P
29 P P P P P29 P     



Educational 

institutions, 

private. 

P P P P   P     P P     

Emergency 

health care 

facility 

P57                       

Express or mailing 

offices.           P P     P     

Fire stations, 

publicly 

supported. 

P P P     P   P P P     

Funeral parlors 

or undertaking 

establishments. 

SE SE SE     P P SE SE P     

Furniture or 

upholstery 

repair shops. 

            P SE   SE     

Hospitals.     SE     SE             

Hospitals, 

veterinary. 

        SE P21 P
21           

International 

Organizations, public.
44   P P P   P P           

Laboratories.           P             

Laundromats, 

self-service. 

        P P   P   P     

Nursing home.51 SE   SE     SE             

Offices, 

general. 

P P P P   P P42 P P P     

Offices, 

insurance 

claims. 

            P           

Offices, 

professional and 

business. 

        P24     P
24         

Offices, real estate.         P
66   P P         

Pawnshop53           P             

Place of 

religious 

P P P P P P P P P P     



worship. 

Publicly owned 

or publicly 

operated uses. 

P P P P P P P P   P P P 

Research, 

development 

and related 

activities. 

  P47 P
30, 59 P

30                 

Roofing contractor.               SE31         

Shoe repair shops.         P P   P   P     

Sign painting 

shops. 

          P             

Tailor or dress 

making shops. 

        P P   P   P     

Telegraph or 

messenger 

service. 

        P P   P   P     

Trade, artistic 

or technical 

schools. 

        P P   SE   P     

Warehousing 

and storage 

service. 

                        

-Industrial and 

commercial 

uses, wholly 

enclosed. 

          P   SE         

-Self-storage 

facility. 

          P P           

(f) Cultural, 

entertainment and 

recreational: 
                        

Amusement centers.         SE32 SE/P
33             

Baseball driving ranges.         SE32   P           

Billiard parlors.         SE32 P P           

Bowling alleys.           P P SE         

Fairgrounds, 

circuses and 

          P P           



amusement 

parks. 

Golf courses 

and country 

clubs. 

    SE     SE             

Golf courses, 

miniature. 

          P P           

Golf driving 

ranges. 

          SE32 SE           

Health club. P58 P
34 P

34 P
34 P

54 P P P   P     

Libraries and 

museums. 

P P P P   P P P P P     

Parks and 

playgrounds, 

publicly owned. 

P P P P   P   P P P     

Private clubs 

and service 

organizations. 

    SE     SE P           

Racquet ball, 

squash, indoor 

tennis and 

handball courts, 

commercial. 

SE32 SE
32 SE

32   SE
32 SE

32   SE
32 SE

32       

Recreational facilities 
primarily for the use of 

guests. 
                      P 

Recreational 

facilities as an 

accessory use in 

connection with 

an office 

building, 

primarily for 

employees. 

      P                 

Recreational or 

entertainment 

establishments, 

commercial. 

        SE35 SE P36     P     

Rifle or pistol 

ranges, indoor. 

          SE             



Roller and ice 

skating rinks. 

          SE32 P           

Stadiums or 

arenas. 

          SE32 SE           

Swimming 

pools, 

commercial. 

          SE32 P SE37         

Swimming pools, 

community.     SE     SE   SE37   SE
37     

Swimming pools, private.     P     P             

Theaters, 

indoor. 

        SE P P SE         

Theaters, 

outdoor. 

            P           

(g) Resource production 

and extraction:                         

Agricultural uses.                       P 

Christmas trees, 

sale of between 

12/5 and 12/25. 

                  P   P 

Farm products, 

sale of. 

            P           

Horticultural 

nurseries and 

commercial 

greenhouses. 

            P P   P     

(h) Miscellaneous uses:                         

Accessory buildings and 

uses. P P38 P P P48 P
48 P P P P P P 

Signs, in 

accordance with 

the provisions 

of article 59-F. 

P P P P P P P P P P P P 

1     If lawfully existing prior to April 26, 1966. They shall not be regarded as nonconforming uses and may be continued, repaired, reconstructed, 
structurally altered or enlarged. An apartment hotel meeting the above requirements is not required to maintain any guest rooms. No more than 20 

percent of the total units contained in any apartment hotel may be guest rooms, except that any apartment hotel with more than 20 percent of its 

units already used or being converted to guest room use on March 30, 1982, may continue to use that proportion, up to a maximum of 45 percent. 
After March 30, 1982, an apartment hotel may increase the number or proportion of guest rooms above 20 percent, but not above 45 percent of its 

total dwelling units upon approval by the board of appeals pursuant to the provisions for granting special exceptions and under the terms of the 

hotel-motel special exception. 

2     Subject to the regulations of the R-60 zone. 



3     A hotel or motel is a permitted use in the C-2 zone (i) if located in a central business district, or (ii) if located as part of a regional shopping 

center with gross leaseable area in excess of 1,200,000 square feet.  Additionally, any hotel or motel lawfully existing in the C-2 zone on October 
24, 1972, or reclassified to the C-2 zone on (effective date of Takoma Park SMA) is a conforming use and may continue to exist in accordance 

with the provisions of this chapter in effect prior to October 24, 1972.  Any hotel or motel lawfully existing in the C-2 zone on October 24, 1972 

may be converted in whole or in part to multi-family residential use provided that: (i) at least 25% of the units are restricted in sales price or 
rental price to amounts that comply with Montgomery County's Moderately Priced Dwelling Unit ("MPDU") regulations.  In the event of 

conversion in whole or in part to multi-family residential use, the residential use will not be regarded as a nonconforming use and may continue 

to exist in accordance with the development standards of this Chapter in effect prior to October 24, 1972 which were applicable to hotel or motel 
uses. 

4     Dwellings, for caretakers, innkeepers or watchkeepers and their families or for bona fide agricultural operations. 

5     Up to 12 guest rooms may be permitted as part of the main country inn building. 

6     If lawfully existing at the time the property was reclassified to the O-M or C-T zone. Such property may continue as residential or be used for 

a combination of residential and general office purposes.  Any multi-family building existing as of July 1, 1997, reclassified to the O-M zone on 

(effective date of Takoma Park SMA) may be used for multi-family dwelling purposes.  No more than four residential units may be located in a 
building. 

7     To provide the parking requirements for uses on the same lot. 

8     A telecommunications facility is a permitted use up to 150 feet in height with a setback of one foot for every foot of height from all 

residential and agricultural zoned properties. 

9     Except as provided in sections 59-A-6.9 and 59-G-2.10.1. 

10     Subject to the requirements of section 59-C-4.387. 

11     See "Retail establishments in an office building," section 59-G-2.48. 

12     Subject to the requirements of section 59-C-4.399. 

13     When located in a shopping center containing at least 50,000 square feet of commercial floor area and fronting on an arterial road, or 

highway; provided that no reconditioning, repair or installation work is performed on or about the premises, and that there be no outside storage. 

14     Subject to the requirements of section 59-C-4.367. 

15     See "Retail and service establishments," section 59-G-2.46. 

16     Provided there is no direct patron entrance to the facility from the exterior of the building. 

17     No entertainment, except music may be offered; however, patron dancing is permitted if the area designated for dancing purposes does not 

occupy more than 10 percent of the total gross floor area of the restaurant, not to exceed 200 square feet. 

18     Not to occupy more than 20 percent of the total gross floor area permitted at one location. 

19     Provided that any goods prepared on the premises shall be offered for sale only on the premises and at retail. 

20     A florist in existence on April 1, 1986, and located within an existing single-family structure abutting a roadway with an existing pavement 
of at least 4 lanes does not require a special exception and is not a nonconforming use, but it is subject to the special regulations of section 59-C-

4.307(a). 

21     When in a soundproof building. 

22     Subject to the requirements for "automobile filling stations" as contained in section 59-G-2.06 and in the C-1 zone. All automobile fluid 
maintenance stations and automobile repair and service operations must be conducted entirely within a building containing not more than 3 

service bays. 

23     Not abutting or confronting any lot which is in a residential zone and is not recommended for commercial or industrial use on a master plan; 

and not within 300 feet of an entrance to a school, park, playground, or hospital. 



24     Provided that such uses are consistent with the purposes of this zone; and provided further that on tracts of 5 acres or more such uses shall 

not occupy more than 50 percent of total gross floor area. 

25     Drive-in banks only. 

26     Provided that the operator or owner thereof acted in substantial reliance upon an official county order regarding compliance with county 

safety standards prior to the change in zone by sectional map amendment and further provided that said owner or operator applied for a certificate 

of use-and-occupancy therefor by June 15, 1976. Such use shall not continue if redevelopment of the property occurs in accordance with 
provisions of the C-O zone. 

27     May include professional pharmacy, subject to same restrictions as in a clinic approved as a special exception (section 59-G-2.14). 

28     Work for other similar establishments is not permitted.  A dry cleaning and laundry establishment larger than 3,000 square feet of gross 

floor area which existed on June 23, 2003 is a conforming use and may be continued, structurally altered, repaired or reconstructed, if the floor 
area devoted to the use is not increased, extended or enlarged beyond the floor area devoted to the use on June 23, 2003.  If a dry cleaning and 

laundry establishment larger than 3,000 square feet of gross floor area remains under the same ownership and control, it may relocate as a 

conforming use to another permitted site in any zone where it could have located before June 23, 2003.  Otherwise, a dry cleaning and laundry 
establishment that discontinues operations for more than six months must not be reestablished.  However, a dry cleaning and laundry 

establishment that discontinues operations because of a fire, flood, natural disaster, or other event beyond the owner's control may be 

reestablished no later than one year after it last operated. 

29     A duplicating service is allowed within an existing single-family structure that abuts a roadway with a planned or existing pavement of at 

least 4 lanes. A duplicating service may also be located within an office building if there is no direct entrance from the exterior of the building. 

30     Not to include manufacturing, mixing, fermentation or treatment of resultant products for marketing purposes. The assembly, packaging and 

servicing of resultant products is allowed provided that such activities do not occupy more than 30 percent of the gross floor area of the 
building(s) on the lot or parcel. 

31     If lawfully existing prior to classification in the C-4 zone, such use is not regarded as a nonconforming use and may be continued or 
repaired without the grant of a special exception. 

32     See "Recreational or entertainment establishments, commercial," section 59-G-2.45. 

33     When located in a regional shopping center. 

34     In the O-M, C-O, and C-P zones, a health club is permitted only within an office building. A health club is not to exceed 10 percent of the 

gross floor area of the building and must not exceed 10,000 square feet in size. 

35     Such as bowling alleys, pool halls, or billiard parlors, and amusement centers. 

36     Such as swimming pools, miniature golf courses, golf or baseball driving ranges, or roller and ice skating rinks, or amusement centers. 

37     Indoor only. 

38     Including storage and shipping facilities for books, etc., serving office uses, occupying less than half the floor area and not detracting from 

the appearance of the buildings as offices. 

39     Reserved. 

40*     In a hotel or motel lawfully existing in the C-2 zone on October 24, 1972 or on a site larger than 1.5 acres within 1,500 feet of a Metro 

station located in a Central Business District provided: (1) the sector plan district in which the property is located is recommended for residential 

development, (2) the site adjoins a public parking garage which exceeds 50 feet in height as measured from the ground surface along the side of 
the facing the development, and (3) the development complies with the Section 59-D-3 site plan review requirements. 

     *Editor's note—Footnote 40 appears above as it was adopted by Ord. No. 14-54.  However, in Humphrey v. Planning Board for Montgomery 
County, Civil Nos. 239679 and 239680, the Circuit Court for Montgomery County found that Zoning Text Amendment 02-04 (Ord. No. 14-54) 

was an invalid and unconstitutional text amendment, violating the uniformity requirement of the Regional District Act and prohibited under the 

Maryland Constitution.  The text of footnote 40 prior to the adoption of Ord. 14-54 was: 



40     In a hotel or motel lawfully existing in the C-2 zone on October 24, 1972 or within 1,500 feet of a Metro station located in a Central 

Business District; provided: (1) the sector plan district in which the property is located is recommended for residential development, and (2) the 
development complies with the Section 59-D-3 site plan review requirements. 

41     A car wash with up to 2 bays may be allowed as an accessory use to an automobile filling station. 

42     Permitted only within an automobile sales and service mall. 

43     In accordance with adult entertainment business restrictions as provided in Section 59A-6.16. 

44     Must comply with all County building and related codes.  Application for a building permit must be accompanied by a letter or other 
communication indicating that the State Department has been notified of the proposed location. 

45     In accordance with section 59-A-6.13. 

46     Refer to section 59-A-6.14. 

47     In the O-M zone, manufacturing, mixing, fermentation, treatment, assembly, packaging, and servicing of resultant products for marketing 

purposes is allowed, only if the use is not the principal use. 

48     Unbagged mulch stored outdoors on a portion of a lot adjoining or confronting residentially zoned property must: 1) not exceed 6 feet in 

height; 2) be screened by landscape or by a solid sight-tight fence; and 3) be set back from the property line a distance not less than the applicable 

front, rear, or side yard setback required in the adjacent residentially zoned property that adjoins or confronts the outdoor storage. 

49     Permitted in a building designated as historic on the master plan for historic preservation. 

50     In accordance with the provisions of Section 59-A-6.15. A special exception is required for a PLQ development with 50 or more individual 

living units. 

51     Subject to the special exception standards for a Nursing Home; and Domiciliary Care Home, section 59-G-2.37. 

52     In an office structure lawfully existing in the C-O zone, provided any commercial space is limited to the first two floors. 

53     A pawnshop must be located at least 1,000 feet from any other pawnshop and at least 300 feet from any residentially zoned property.  

Distance must be measured from the main entrance of a pawnshop to the main entrance of another pawnshop or to the nearest residential zone. 

54     Must not exceed 14,500 sq.ft. of gross floor area. 

55     A radio and television broadcasting station without a broadcast tower is a permitted use. 

56     Only in conjunction with a substantial office component and on land consisting of a minimum of 10 contiguous acres, that: (1) adjoins I-1 
zoned land, and (2) fronts on a road with right-of-way of 100 feet or more.  Warehousing of products produced on-site is allowed. 

57     Only in an area designated "Town Center" on an approved and adopted master plan.  An emergency health care facility must not exceed 

30,000 square feet of gross floor area. 

58     On a site approved by special exception before May 19, 2003 for use as a racquet ball, squash, indoor tennis, and handball court, whether 

the original approval was for a commercial recreational or entertainment establishment or for a racquetball, squash, indoor tennis and handball 

court.  The reuse and interior remodeling of an existing building to accommodate a health club, which is on a site approved by special exception 
before May 19, 2003 for use as a commercial recreational or entertainment establishment or racquet ball, squash, indoor tennis, and handball 

court, is not subject to site plan review. 

59     An analytical chemistry laboratory that establishes standards for the manufacture of pharmaceuticals is permitted in conjunction with 

research, development and related activities in the C-O zone. 

60     Permitted if: (1) any part of the site adjoins property zoned I-1, and (2) adjoining properties are recommended for commercial, industrial, or 

public use.  If the site adjoins a residential use, screening not less than 6 feet in height must be provided. 



61     Any combination retail store in existence before November 29, 2004 is a conforming use and may continue in accordance with the 

standards in effect before November 29, 2004.  Any reconstruction or enlargement of a combination retail store in existence before November 29, 
2004 must comply with the standards in effect after November 29, 2004. 

62     An eating and drinking establishment is a permitted use in an office building and may have an exterior patron entrance.  An eating and 
drinking establishment in an office building requires a special exception only when the office building in which the eating and drinking 

establishment is located adjoins or confronts one-family residential zoned property.  See Section 59-G-2.18 "Eating and Drinking Establishments 

in the O-M Zone" or Section 59-G-2.48 "Retail Establishments in an office building." 

63     Must not exceed 65 feet in height; however, a special exception for additional height may be granted, by the Board of Appeals if it can be 

demonstrated that the additional height is the minimum needed to engage in amateur radio communications under a license issued by the Federal 
Communications Commission.  Any amateur radio facility existing before December 26, 2005 that exceeds 65 feet in height is a conforming 

structure. 

64     Only businesses located in the Agricultural Reserve as delineated in the 1980 Agricultural Preservation Master Plan that construct, stabilize, 

and repair farm accessory buildings, structures, and fences. 

65     Must not exceed 1,000 square feet of floor area of the building and only if the use is not the principal use. 

66     Provided that such uses must not occupy more than 50 percent of total gross floor area. 

 



Sec. 59-C-4.31. O-M zone-Purpose and development standards. 

     59-C-4.310. Purpose. 

It is the purpose of the O-M zone to provide locations for moderate-intensity office buildings in 

areas outside of central business districts. It is intended that the O-M zone be located in areas 

where high-intensity uses are not appropriate, but where moderate intensity office buildings will 

not have an adverse impact on the adjoining neighborhood. This zone is not intended for use in 

areas which are predominantly one-family residential in character. 

The fact that an application complies with all specific requirements and purposes set forth herein 

shall not be deemed to create a presumption that the application is, in fact, compatible with 

surrounding land uses and, in itself, shall not be sufficient to require the granting of any 

application. 

     59-C-4.311. Lot coverage and building height. 

     (a)     Except as provided in paragraph (b) below, the following shall apply: 

          (1)     Not more than 60 percent of the lot area shall be covered by buildings and accessory 

structures. 

          (2)     No building shall exceed 5 stories or 60 feet in height at any point. 

          (3)     At least 10 percent of the lot area shall be devoted to green area. 

     (b)     Coverage may be permitted to increase to 75 percent and height to 7 stories, but not 

more than 72 feet if the following conditions are met: 

          (1)     The lot has an area of at least one-half acre. 

          (2)     At least 80 percent of the additional floor area is used for off-street parking. 

          (3)     At least 15 percent of the lot area is devoted to green area. 

     59-C-4.312. Floor area. 

The gross floor area of buildings shall not exceed FAR 1.5. 

     59-C-4.313. Setbacks. 

All buildings shall be set back from lot lines at least as follows: 

     (a)     From any street right-of-way as shown on a master plan-15 feet.  (?) 

     (b)     From any other lot line: 



          (1)     If the building has windows or apertures providing light, access or ventilation to a 

space intended to be occupied for commercial or residential purposes that faces that lot line-One 

foot for each 3 feet of building height. 

          (2)     If the adjoining lot is in a residential zone and is not recommended for commercial 

or industrial zoning on a master plan-One foot for each 3 feet of building height. 

          (3)     In all other cases, no setback is required. 

     59-C-4.314. Development procedure. 

The procedure for site plan approval shall be as set forth in division 59-D-3. 

(Legislative History: Ord. No. 9-80, § 2; Ord. No. 10-53, § 13.) 

     Editor's note-Formerly, section 59-C-4.2. 



Sec. 59-C-4.32. C-O zone-Development standards. 

     59-C-4.320. Building height. 

     (a)     Except as provided in paragraph (b) below, no building shall exceed 3 stories nor 42 

feet in height. 

     (b)     Additional stories may be permitted, provided that the applicable approved and adopted 

master plan does not indicate that additional height over 3 stories or 42 feet is unsuitable for the 

applicable site, and further provided that the following requirements shall apply: 

          (1)     Approval of a site plan as set forth in division 59-D-3. 

          (2)     Not more than 5 such additional stories shall be permitted. 

          (3)     The average height of such additional stories shall not exceed 97 feet. 

     59-C-4.321. Floor area. 

The gross floor area of buildings shall not exceed FAR 1.5 except as provided in paragraph (a) 

below: 

     (a)     Exclusive of parking areas, the total floor area of buildings may be increased higher 

than FAR 1.5 to a maximum of FAR 3 upon approval of a site plan as provided in division 59-D-

3, where the planning board determines the proposed development would be compatible with the 

height and FAR of surrounding existing and proposed land uses. 

     59-C-4.322. Setbacks on lots located within central business districts. 

     (a)     From any street right-of-way: 

          (1)     If the right-of-way line is established on a master plan, no setback is required. 

          (2)     If there is no master plan showing the right-of-way line, no building shall be within 

70 feet of the center line of the street. 

          (3)     In the case of a side street on a corner lot, the setback shall be equal to the majority 

of the lots fronting on that street. 

     (b)     From any other lot line: 

          (1)     If the lot adjoins a residential zone which is not: 

          -recommended on a master plan for commercial or industrial zoning, nor 

          -used for off-street parking in connection with a multiple-family, commercial or industrial 

use, 



          then the setback shall be not less than that required in the adjoining zone. 

          (2)     In all other cases, no setback is required. 

          (3)     No yard shall be less than 3 feet in width. 

     59-C-4.323. Setbacks on lots not located within central business districts. 

     (a)     The setback from any street shall be equal to not less than one-sixth the height of the 

building above the average grade level of that street frontage, measured from the right-of-way 

line as shown on a master plan. If there is no master plan, the right-of-way line shall be assumed 

to be 60 feet from the center line of the street. 

     (b)     From any other lot line: 

          (1)     If: 

               -     the wall of the building being constructed facing that lot line contains windows, or 

               -     the adjoining lot is zoned or recommended on a master plan for uses other than 

commercial or industrial, 

               then the building shall be set back from that lot line a distance equal to not less than 

one-fourth of its height. 

          (2)     No setback from a one-family residential zone shall be less than required in that 

zone. 

          (3)     In all other cases, no setback is required. 

     59-C-4.324. Special regulations-Amendment of 1978. 

     (a)     Existing Structure. Where an otherwise lawful structure exists in the C-O zone on 

October 31, 1978, or an otherwise lawful lot on which such structure is located is diminished in 

area by reason of taking under eminent domain, purchase or other governmental action, so that 

such structure could not then be built under the terms of this chapter because of insufficient net 

lot or other requirements of this chapter dealing with dimensions of the structure or its location 

on the lot, such structure is a conforming structure and may be continued, structurally altered, 

repaired or reconstructed, so long as it is not increased, extended or enlarged beyond the 

dimensions which existed on the above date. 

     (b)     Future Construction. On land zoned in the C-O classification on October 31, 1978 

construction may be carried out in accordance with the provisions of the C-O zone as they 

existed prior to that date, if construction has been undertaken over and beyond the excavation 

and foundation work prior to October 31, 1979.  Where such construction is undertaken, the 

resulting structure is a conforming structure and may be continued, structurally altered, repaired 



or reconstructed, so long as it is not increased, extended or enlarged beyond the dimensions of 

the construction pursuant to the original building permit. 

(Legislative History: Ord. No. 8-88, §§ 1-5; Ord. No. 9-79, § 1; Ord. No. 9-80, § 2; Ord. No. 10-

53, §13; Ord. No. 13-81, §1.) 

     Editor's note-Formerly, section 59-C-4.3.  
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