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I. Executive Summary 
 

Objective: The objective is to purchase the 36 acre site including the two existing office buildings in order to 
control future development.  The location does not fit into the existing investment strategy for the 
current owner, and they could be interested in selling the site to re-invest into more centrally 
located markets. 

Plan: Purchase price of $80,150,000 

 14% IRR – Levered 

 9% IRR – Un-levered 

One Reston Crescent is a single tenant office building consisting of approximately 185,000 square 
feet.  The building was built in 2002.  The tenant is Sprint and the lease expires in 2014.  The in-
place rent is in line with current market conditions.  Sprint is a creditworthy tenant and would 
warrant a 70% chance renewal opportunity.   Market rates should be escalating in 2014 with the 
pending Metro estimated to open in 2016.  One Reston Crescent will be purchased for 
$35,000,000 or roughly $189 per square foot.  At this price, the investment will produce a 18% 
levered (10% un-levered) IRR. 

Two Reston Crescent is a multi-tenant office building consisting of approximately 185,000 square 
feet.  The building was built in 2008.  The tenants include Lafarge North America, United Health, 
Triple Canopy, and Inscope Solutions.   There is currently a small vacancy of 5,800 square feet of 
which one tenant is planning to expand into.  The current expirations are all aligned in 2020 and 
thus provide a stabilized cashflow to maximize leverage and potentially an equity partner.  Two 
Reston Crescent will be purchased for $45,150,000 or roughly $244 per square foot.  At this 
price, the investment will produce a 9% levered (6% un-levered) IRR.  This IRR is slightly lower 
than One Reston Crescent due to the newer construction and more stabilized cashflow. 

The Land is approximately 14 acres on the Northern percentage of the site.  There is a by-right 
ability to develop an additional 653,505 rentable square feet of office buildings on this land.  The 
land currently has no real value in this market climate.  The assessed value is $19.00 per square 
foot.  The real value is in the future with the proposed additional density being offered to Metro 
located properties.  We will offer $100,000 for the land to represent an option on the future value 
of the land. 

Financing: The purchase price assumes permanent financing of 70% Loan to Value at 6.5% for 10 years with 
a 25 year amortization.  This loan will require an equity investment of $24,075,000.  The existing 
buildings are stabilized and revenue producing from creditworthy tenants.  These assets could 
provide a sound investment opportunity to potential equity partners while Purrington 
Development assumes the risk for the developable land.   
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The first approach to funding to will be to look for an equity partner to take an 50% stake in the 
total equity required or approximately $12,000,000.  This partner will receive a n 11% return. 

The remaining equity will be raised by private placement offering.  With 35 or fewer accredited 
investors allowed for private placement offerings, the average investment per person could range 
between $687,857 and $343,928.  Three return components are contemplated in the offering to 
help make it an attractive investment.  The equity return for private offering investors is 
contemplated at 9%.  There will be a promotional return if the investment exceeds expectations.  
The promotion will be split between the owner, partners and investors proportionately based on 
set hurdle thresholds.  Another investment category, acting as a tax shelter, would delegate special 
allocations of depreciation and/or interest to investors to act as a passive loss income shelter.  This 
structure would equate to a 5-6% return as tax deductions for the investor.  

A mezzanine loan will be considered as a alternative or second means of fundraising.  Due to the 
high cost of funds, this mechanism will suffice to make up any shortfalls from the initial private 
offering. 

Future Development: As mentioned previously, the land has the by-right ability to build an additional 653,505 rentable 
square feet of office space on the site.  Due to the current height restrictions, the buildings cannot 
exceed six stories.  Therefore, three separate office buildings are proposed to be developed over 
time.  The Total Project Costs, which include leasing costs, are estimated to be approximately 
$225 per square foot.  The cost is lower than usual due to the $0 cost basis on the land and also, 
100% owner financing due to the constrained construction lending environment.  The projected 
development returns on a 217,835 rentable square foot building are 25.46% levered (14.69% un-
levered). 

 The future increase in density is the unknown factor that would greatly impact the future value of 
the development on this site.  Densities for Metro oriented properties could triple and thus allow 
high rise office towers, residential towers, and retail amenities.  The most Northern part of the 
land is closest to the Metro station and will receive the most upzoning in density.  This plot should 
be left to develop last as the zoning laws are finalized.   

Sell/Equity Strategy: Based on market conditions and equity needs for development, both existing office assets could be 
considered for sale.  Both are stabilized and could be sold off to generate equity for the 100% 
owner financed development.  Capitalizing the stabilized 2011 Net Operating Income for each 
building at 7.5% will yield $41,287,587 and $40,352,735 respectively for One and Two Reston 
Crescent.  

 Once stabilized, assets will be sold in order to generate funds for the next development. 
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II. Program 
 

The program is to:1) purchase the 36 acre site at 12000 Sunrise Valley Drive, 2) finance the purchase, 3) develop the 

remaining land, 4) pursue the increased density for the property, and 5) sell the individual assets in part or entirely to generate funds 

or cash out.     

Purchase:   

The first order of business is to purchase the site.  The current owner of the site is a large national REIT that typically invests 

in urban centrally located business districts.  This suburban site was purchased as part of a package in 2006.  At the time of purchase, 

the previous ownership had just recently kicked off development of the 185,000 rentable square foot Two Reston Crescent.  The new 

ownership saw the project through to completion and to date has brought the building to 97% (approaching 100%) leased.  The 

property is now stabilized and in position for the ownership to capitalize on the successful leasing and exit this suburban market.  It is 

not likely for a large real estate company to take a loss on the sale, but it can be contemplated that they would divest of these assets and 

land for a small profit in order to re-invest the funds. 

Based on the current net operating income cash flows, the properties capitalized at a 7.5% discount rate are valued at 

$42,317,687 and $42,473,386 ($84,791,073) respectively for One and Two Reston Crescent.  The land holds upside value 

expectations for the future, however has a $387,862 tax carrying cost per annum, not including landscaping, lighting and other 

maintenance.  Development is currently at a standstill in the Reston submarket due to the economic environment, and land values 

have plummeted.  Even with the potential increased density that is planned around the Metro oriented properties, this land is a burden 

to the cash flow of the national real estate firm.  With this in mind, we will offer $80,150,000attempt to acquire the two existing 

office buildings for approximately their stabilized value, and only offer a minimal $100,000 for the developable land.  Under the terms 

of this offer, the purchase will generate a 14% levered (9% un-levered) return.  This plan will also create essentially a $0 cost basis for 

the developable land, thus boosting returns on the new developments with lower total project costs.   
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Finance:   

As part of the purchase plan and in order to generate the previously mentioned levered return, an encumbered loan for 70% 

of the value at 6.5% for a 10 year term amortized over 25 years is contemplated.  The equity required for the purchase will equal 

roughly $24,000,000.  Real estate investments have grown in popularity over the past decade.  By offering stock in real estate, 

publicly traded real estate firms have provided investors with liquid avenues to invest in this conservative long term investment 

category.  Private groups used to be the typical investor, and are still very active, however over the past 10 years have been troubled 

to find and win investments over the larger firms that require purchases in order to pay dividends and support shareholder value.  This 

site offers a prominent opportunity to a group that is risk/reward prone.  

Partner:  In order to raise the equity, the first option is to attract a partner who will account for 50-70% of the equity 

investment.  The partner’s share will command returns of 11% and preferred payouts on any promotional returns generated by 

exceeding the planned return hurdle schedule.  The partner will likely be a Venture Capitalists or a high net worth individual.  Due to 

the small amount of funds required, the use of a private placement firm like JE Roberts will not be required.  The marketing search for 

the partner will be done personally.   

Equity Investors:  With or without the partner, the next step to raise the equity will be through a private placement offering.  

In order to qualify for a private placement offering, the overall group has to be kept to 35 or less participants and the participants must 

be accredited investors, those who have $250,000 of investable assets or a net worth of $1,000,000.  With these requirements met, no 

SEC filings will be necessary.   Should the partner take a 50% stake in the equity position, the remaining balance would require an 

average of $343,928 from potential individual investors.  The returns marketed to attract this group will be 9%.  There will also be a 

strategy to accommodate high net worth individuals looking for an investment as a tax shelter.  Structures can be set up to a lot special 

allocations of depreciation and/or interest to investors to act as a passive loss income shelter.  This structure would equate to a 5-6% 

return as tax deductions for the investor. 

Mezzanine Loan:  As a last resort for funding the equity, a mezzanine loan will be considered.  This interest only loan is an 

expensive mechanism at 20-30% returns on their investment.  Typical mezzanine lenders are the small local banks.   
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Develop:   

Site Basics:  As will be determined by a feasibility study and an appraisal, under the current zoning I-4, development of the 

remaining land is best utilized as office space built to the highest density allowable.  At the current time, a 0.7 FAR is permitted on the 

site which will allow for an additional 653,505 rentable square feet of office space to be built.  Under current zoning laws, the 

buildings can be no taller than 80 feet (roughly six stories and a penthouse).  With this height constraint, and in order to create market 

sized floor plates of approximately 30,000 sf, three separate buildings will be developed.  A phased development of the structures is 

initially contemplated.  Historical tenant demand averages would stipulate that building one structure at a time would be warranted 

unless a build-to-suite opportunity chose the site and required additional square footage.  Each will be designed to accommodate a 

market parking ratio of 3.6/1,00 rented square feet.  Each building will follow the design of its predecessors in One and Two Reston 

Crescent with the suburban look of brick façade and glass.  The three buildings will be oriented around the focal point of the circle in 

the center of the site.  Office buildings will be predominant around the circle, parking decks will fall behind the buildings, and  access 

roads will run around the perimeter.  Pedestrian sidewalks will be lighted and benches will be added as needed to continue the 

suburban feel of the property.  Metro access will be a highlighted feature at the North/West corner of the lot due to the site’s 

proximity to the new Reston Station access point for the Silver line Metro.  Additional amenities will be added to the mix of office 

tenants on the first floor of some or all of the buildings.  The proximity to amenities like food, dry cleaning, banking, and copying are 

important concerns for companies in the suburbs.  An appropriately sized fitness facility will be budgeted for one of the buildings to 

share with the other two new structures.  If possible and in lieu of the free fitness room, a retail gym can be located on site to provide 

this amenity to the tenants and rental income to the development. 

Development Costs:  Total Project Costs for the first 217,835 rentable square foot building are estimated to be 

approximately $225 per square foot.  With the proposed purchase price, there is little to no land basis.  A minor amount of 

predevelopment costs are associated with the land.  The hard costs are estimated at $126 per square foot.  This includes approximately 

$121 per square foot of County requirements like traffic lights, sidewalks, etc.  Minimal amounts of rock were encountered with the 

developments of both One and Two Reston Crescent, therefore a small contingency allowance is included for rock and other 

unsuitable found.  Soft costs are estimated to be $15 per square foot.  There is a small allowance of $.21 per square foot set aside in 
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this section for continued master planning of the site. The leasing costs, including tenant improvements and commissions (addressed in 

more detail below) are estimated to be $79 per square foot.  There are no financing costs at this time. 

Leasing Assumptions:  The leasing plan for the first building is to pre-lease approximately 50%.  This will account for a 

120,000 rentable square foot deal that would commence upon delivery of the building in June 2013.  The remainder of the building is 

anticipated to commence 7 months later in January 2014.  Deals of this size will be in the market looking for space 12-18 months 

early, and thus deals will be struck in late 2011 and 2012 for the pre-lease deal and 2012 and early 2013 for the remainder.  Rental 

rates during this time are estimated to be $33.00 per square foot.  Annual base rental rate escalations will remain at 2.5%.  Tenant 

improvement packages will be $65.00 per square foot from shell condition.  Terms are expected to be 10 years apiece.  6 months free 

rent will be estimated in the analysis, but it will hopefully not be necessary to attract deals.  Lease will be structured as full service 

deals with a base year expense stop.  Expenses for 2013 are anticipated to be $12.00 per square foot. 

Financing:  In the current market environment, it is very difficult to get construction financing without a significant pre-lease 

commitment.  As a result, the new development is contemplated as 100% owner financed.  This keeps construction costs low, 

however, creates a challenge to raise the $49,000,000 for total project costs for the first 217,853 rentable square foot building.  With 

this in mind, there is an opportunity for additional investors to participate or the sale of One and Two Reston Crescent could be 

necessary to generate these funds.  

Stabilized financing:  Once construction is complete and the building is leased/stabilized, permanent financing can be 

obtained.  An encumbered loan for 70% of the value at 6.5% for a 10 year term amortized over 30 years is contemplated.   

Development Returns:  As a results of the above assumptions for development, and with permanent financing in place, a 

25.46% levered (14.69% un-levered) return is anticipated for this first tranche of new construction. 
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III. Site and Property Description 
 

BASIC INFORMATION
Common Property Name: Reston Crescent County: Fairfax
Address: 12000 Sunrise Valley Drive Property Ownership Entity: One Reston Co, LLC

12010 Sunrise Valley Drive Two Reston Co, LLC
City: Reston
State: Virginia
Zip Code: 20191

SITE INFORMATION
Land Area Gross SF: 1,574,101 Site Topography: gently sloping
Land Area Acres: 36.1 Frontage: good
Current Rentable SF: 371,388 Site Shape: Irregular
One RC RSF: 186,132 Access: good
Two RC RSF: 185,256 Visibility: good
Flood Zone: X Location Rating: good
Flood Map #: 515525-0050D Number of Parking spaces: 1,605
Flood Map Date: 3/9/1999 Parking Ratio (per 1,000 rsf): 4.32
Site Utility: good Parking Type: surface/structure deck

MUNICIPAL INFORMATION
Assessor's Parcel # 1RC: 0173-08-001B Municipality Governing Zoning: Fairfax County
Assessor's Parcel # 2RC & Land: 0173-08-0001-A1 Current Zoning: I-4
Assessing Authority: Fairfax County Assessed Value One RC: 41,398,530$    
Current Tax Year: 2009/2010 Assessed Value Two RC: 43,673,840$    
Taxable Assessment: 108,474,650$  Assessed Value Vacant Land: 23,402,280$    
Total Current Tax Liability: 1,310,374$       Tax Liability One RC: 500,094$         
Taxes per gross area sf: 0.83$                 Tax Liability Two RC: 527,580$         

Tax Liability Vacant Land: 282,700$          

Reston Crescent
Site FAR Summary

Date
Built

Floors
Existing

Conditions
Development 

By-Right
( 0.5 FAR* )

Development
With Special

Exception
( 0.7 FAR* )

Development With 
Metro Expansion

& Re-Zoning**
( 1.4 FAR* )

2002 6 186,132 186,132 186,132 186,132
2008 6 185,256 185,256 185,256 185,256

Future 367,332 653,505 1,599,519

Current May 2009 + 5 years
Notes:
* - FAR is calculated on County Gross Building Area which is between 5%-15% greater than Rentable Area.
** - Assumed average for the site.  Dependant upon appropriate entitlement changes.  Actual FAR will depend on the proximity of future buildings 
      to the future Metro Station.

Site Area: 36.1 acres, 1,574,101 s.f.
Zoning: I-4 Medium Intensity Industrial District - Office development permitted use

Entitlements
Special Exception -  0.7 FAR & increased height
Covenants Vacated  - Allows Residential
Change Comprehensive Plan - Greater density distributed over the entire property
Rezoning

Schedule

371,388 738,720 1,024,893 1,970,907Total Rentable Area (s.f.)

Building

One Reston Crescent
Two Reston Crescent
Additional Bulidings
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Current Conditions:   

Land:  36.1 Acres.  The two existing office buildings, parking and ponds sit on approximately 22 acres of the 
total site.  Approximately 14 acres of the site are vacant land and available for future development.   

 The land is currently approved for a 0.7 FAR.  It is noted that with the addition of the Silver Line 
Metro to the Dulles Corridor, this site will have potential for a 1.0 FAR or more.  With this 
additional density, Fairfax County stipulates that a certain portion of the site must include both a 
residential and a retail component in specific proportions to maximize and balance the land use.  
In this development analysis, we will only contemplate the development to the 0.7 FAR allowed.  
During the disposition analysis, we will attempt to underwrite the value of the additional density. 

 The front of the site on Sunrise Valley drive is used as water drainage control.  As part of the first 
two developments, two separate water retention ponds were created to accommodate and control 
water runoff (for the entire site) and also add an attractive landmark water feature to the site to 
enhance the suburban feel.  

 

Location: The site sits at the corner of Reston Parkway and Sunrise Valley Drive.   

 This is within close proximity to the Reston Town Center, which is the main location for retailers 
in this suburban market with over 80 restaurants and stores.  A hotel and movie theatres are also 
located there.  Two Reston Crescent sponsors a daily shuttle bus to transport building tenants to 
the Town Center on a constant loop. 

 The site boasts easy access to the Dulles Toll Road from both Reston Parkway and Fairfax County 
Parkway. 

 The site is 10 minutes away from the Dulles Airport 

 The site is approximately 30 minutes from downtown Washington DC. 

 

Improvements: The site includes two existing six story office buildings comprising roughly 185,000 rentable square 
feet a piece built in 2002 and 2008 respectively.   

 The site contains curbs, gutters, water and sewer along with proper egress routes.  These features 
were put in place as part of the development of One Reston Crescent.   

 With the completion of Two Reston Crescent, a new Right-in Right-out was added to the Reston 
Parkway side of the site and a new traffic light was added at the main entrance to help the park 
residents safely and conveniently access Sunrise Valley Drive. 

 During the construction of Two Reston Crescent, demolition of the two previous out-of-date 
buildings was completed.  The remaining land is graded and partially landscaped in preparation for 
the future development and marketability. 

 The site has asphalt paved parking areas, one three-story parking structure, sidewalks, signage, 
landscaping, yard lighting and drainage. 
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Tenants: 

 One Reston Crescent is fully leased to Sprint through July 2014.  Sprint operates under a modified 
gross lease where they pay rent plus utilities and also pay a small management fee to the Landlord 
to maintain the existing building mechanical systems.  Although a small credit risk is perceived by 
their occupancy, Sprint is a large corporation with good payment history.  In-place rent is 
approximately $24.48 per square foot. 

 Two Reston Crescent is currently 97% leased with an average in-place rent of $30.00 per square 
foot gross.  There are 4 major office users:  Lafarge North America – 34%, United Healthcare – 
31%, Triple Canopy – 17.6%, and Inscope Solutions – 12%.  All are creditworthy tenants.  There 
is one food retailer Apple Spice Junction – 1.4% which, like the fitness center,  serves as an 
amenity to the tenants. 

 
Soil Conditions:  With the  two previous developments as evidence, the soil’s load bearing capacity is sufficient to 

support the proposed new structures.  The two retention ponds on the front of the site provide 
adequate drainage. 

 
Utilities:   The following are the utility providers for the site: 
    Water – County 
    Sewer – County 
    Electricity – Dominion 
    Gas – Washington Gas 
    Telephone – Verizon 
 
Zoning:   Current zoning is I-4.  Permitted uses under I-4 include: child care centers, churches, contractor’s 

offices and shops, production and assembly facilities, financial institutions, equipment rental, lumber 
yard, private school, recycling center, storage yard, warehousing and associated retail 
establishments, wholesale trades, research and development, and office.  Residential is not allowed 
under I-4 zoning, however with the Reston Covenants being repealed, this will change along with 
increased density in Metro proximate receiving zones. 

 
Land Use Restrictions: A title report should be reviewed.  There is an easement on the North side of the site accessing the 

adjacent property that Sprint leases as well. 
  
Wetlands:   The site is not located in a wetlands designated area. 
 
Overall Site Utility:  The subject site is functional for its current use.  The excess land is located nearest the Toll Road and 

future Metro Access. 
 
Location Rating:  After considering all of the locational aspects of the subject, including regional and local accessibility 

as well as overall visibility, we have concluded that the location of this property is good. 
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County Tax Map: 

 
 
Aerial View of Property: Picture 

 

 

      Site 
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One Reston Crescent: Picture 

 

Two Reston Crescent: Picture 
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IV. Market Analysis 
 

Businesses in the Dulles Corridor – Courtesy of Cushman and Wakefield:  

 

 

Regional Office Market: (Greater Washington DC Region) 

 The Washington metro area market is supported by strong demand from the federal government, government contractors, 

law firms, financial institutions, technology, health care, associations, organizations and corporations that require a presence in the 

Nation’s Capital.  These companies have a wide variety of options when choosing office locations in the region between  Maryland, 

Virginia and the District of Columbia.   To travel between these locations, the area’s major arteries are I-95 North and South and 



 

 
 

15 Development Proposal | March 24, 2011 

Route 66 to the West and Route 50 to the East.  There is the Capital Beltway travelling through Virginia and Maryland that extends 

approximately 50 miles in diameter around the District.  There is a metro rail system crossing through the District and servicing 

designated outlying areas.  Extending from the trains, the suburbs are serviced by a plethora of buses and bus systems.  On top of this, 

the area has three airports: Ronald Reagan National Airport, Baltimore Washington International airport, and Dulles International 

Airport.  The metro area is also known to serve as a conduit for 80% of the world’s Internet traffic. 

The Washington metro area office market is feeling the effects of the global recession, however it continues to be buoyed by 

the stabilizing influence of the Federal government.  Stimulus spending in 2009 created a large demand by the government and has 

spurred new leasing in many departments like: DOJ, DOA, DHS, IRS, etc.  In addition to the Federal leasing, health care and 

contracting companies have been the next notable sector to boost absorption.  However, even with the government boost, net 

absorption of 630,000 square feet for 2009 was below the 2008 level of 3.4 million square feet and well below the long term metro 

average of 7.5 million square feet.  Absorption was strongest in the District with 919,000 square feet, followed by Northern Virginia 

with 360,000 square feet and weighted down by the negative absorption in Maryland of (649,000 square feet).  Supply in the metro 

area continues to outpace demand.  There is currently 5.7 million square feet under construction or renovation in the metro area 

which is down from 15.3 million square feet in 2008.  The long term average for deliveries in the metro area is 11.2 million square 

feet.  During the course of 2009, 11.7 million square feet of new and renovated office space delivered to the market at 23% pre-

leased.  With the end of the recession and combined with the 2008 deliveries of 10.7 million square feet at 36% per-leased, vacancy 

crept up in 2009.  The metro vacancy rate increased to 13% by the 4th quarter of 2009 compared to 10.5% at the end of 2008.  The 

Washington metro area stands as the fourth lowest vacancy rate in the country behind New York , Boston, and Los Angeles 

respectively and below the national average of 14.2%.   

With the continued support of the Federal government and the wide diversification of financially strong  businesses, the 

Washington metro area is predicted to continue its recovery and remain among the best performers in the country. 

Submarket Analysis: (Dulles Corridor)   

The Dulles Corridor (Reston/Herndon markets) is located West of District of Columbia.  The Reston Crescent site is 

located in the Reston submarket within Fairfax County, Virginia.  Reston is a suburban market located outside the Capital Beltway 
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approximately 30 minutes from downtown and 10 minutes away from Dulles International Airport. The market is accessible via Route 

264 the “Toll Road” as its major artery.  Route 66 provides alternative access and is connected by the Reston Parkway and Fairfax 

County Parkway. 

The Dulles Corridor contains 30 million square feet of office space of which 24.3 million square feet of it is considered class 

A (built after 1984).  The market gained its roots during the technology boom in 2000 and was temporarily nicknamed the Tech 

Corridor because of the telecom infrastructure from MCI at the time.  In the past two years, the amount of office space delivered in 

the Dulles Corridor surpassed Tysons Corner, its predecessor in prime suburban office space, in overall size.  With its close proximity 

to the workforce and vast amenity base of the Reston Town Center, the Dulles Corridor has evolved into a thriving suburban market 

with an urban feel.   

A visible trend over the past few years has been the allure of the government defense contractors to locate into the Virginia 

suburbs.  Companies with setback requirements, large contracts for new space, and specific build-to-suit designs have all made or 

found homes in this market.  Due to the low-cost availability of land and the continued demand from the government defense 

contractors, there has been a large delivery of new space in this particular market.  As  result of this new construction and large block 

availability, the private sector companies looking for large blocks of space, close to their workforce, with appealing amenities, and 

adequate transportation options would entertain this market to accommodate their new headquarters.   

Current Market statistics: (Reston/Herndon) 

 Inventory:    30 million square feet 

Vacancy:   15.0% direct, 17.7% with sublease 

Net Absorption:   (97,000) square feet 

Construction:   0 square feet under construction or renovation  

Average “Taking”  
Rental Rate:  $32.70 per square foot (all classes of space) 
 
Land and Building Sales: Washington continues to be viewed as one of the top 3 markets to invest in.   

 One building sale was recorded in 2009 in the Reston/Herndon market for 
436,000 square feet of office space @ $272.94 psf. 

 No significant land sales were recorded 
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Market Making Transportation Changes: 

Dulles Metrorail Project Overview – aka Silver Line 

 The Metropolitan Washington Airports Authority (MWAA) is constructing a 23-mile extension of the 

existing Metrorail system, which will be operated by the Washington Metropolitan Area Transit Authority 

from East Falls Church to Washington Dulles International Airport west to Ashburn. 

 The extension will serve Tysons Corner, Virginia's largest employment center, and the Reston Herndon 

area, the state's second largest employment concentration. And, it will provide a one-seat ride from Dulles 

International Airport to downtown Washington. 

 

Phase 1 and 2 - Schedule of Construction  

 The project will include 11 new stations. It will be built in two phases. Phase 1 will run from East Falls 

Church to Wiehle Avenue on the eastern edge of Reston. It will include four stations in Tysons Corner-

Tysons east, Tysons Central 123, Tysons Central 7 and Tysons West. Construction will begin in March of 

2009 and it will be completed in 2013. 

 Phase 2 will run from Wiehle Avenue to Ashburn in eastern Loudoun County. A construction date has not 

been set for the extension that will serve Reston Town Center, Herndon, Dulles Airport, Route 606 and 

Ashburn. 

 The purpose of Dulles Metrorail is to provide high-quality, high-capacity transit service in the Dulles 

Corridor. New Metrorail service in the corridor will result in travel time savings between the corridor and 

downtown D.C., expand the reach of the existing regional rail system, offer a viable alternative to 

automobile travel and support future transit-oriented development along the corridor. 

Reston Parkway Metro Station 

1) Location:   Near the intersection Dulles Toll Road and Reston Parkway 
2) Type of Station:  Ground level 
3) Station Facilities:  2 station entrances (both sides of Dulles Toll Road)  

Pedestrian bridge crossing toll road and airport access highway  

Bus dropoff/pickup (both entrances)  

Kiss & Ride (both entrances)  

4) Scheduled to open:  Phase 2 completion date is 2016  
5) Landmarks:   Reston Town Center 
6) Fares:   Will be set when the station opens, and will be similar to other Metrorail lines. For more 

information, visit the Washington Metropolitan Area Transit Authority site at www.wmata.com. 
7) Schedule:  Trains are anticipated to run every seven minutes in the peak period (rush hours) and less 

frequently in the off peak. 
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Silver Line Map: 
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V. Development Issues 
 

Land Use regulations:  

Rezoning: This is probably the biggest issue regarding this site.  With the introduction of the Metro, the 

density for the property will likely triple.  The current proposal is planned to develop according to 

the by-right square footage allowed of 653,505 rentable square feet.  Keeping in mind that the 

area closest to the Metro platform will gain the most density, any new construction in the near 

term should be placed on the Southern portion of the lot. 

 This rezoning issue will not hold up our planned by-right construction, however it should be 

considered when talking about potential of future development and placement of structures to 

maximize value. 

Area plan nomination:   As the County goes through the planning process to allow higher density development, they are 

also concerned and planning for future transportation issues.  Investigation and research of other 

areas developed around Metro have concluded that a Grid system of roads provides for the 

greatest ease on traffic.  With this plan, the Reston Crescent site and other surrounding sites will 

be planned and zoned by the County in accordance with this access grid plan.  The site will have to 

create cut-through streets much like the Reston Town Center design.  The ownership should stay 

on top of this issue as it will become an important issue when designing the site. 

Reston Covenants:   The Reston Covenants were created to provide guidelines to develop a thriving and peaceful 

community.  The Covenants did not allow for residential development in certain areas designated 

for commercial use.  Introduction of a Metro system, however was not contemplated when these 

covenants were written.  Typical guidelines for a “work, stay and play” Metro environment 

require residential housing to be centrally located around the Metro sites in an attempt to 

minimize traffic and optimize use of the mass transit system.  It has become vital for the density 

increase to retire the Reston Covenants and plan for the increase in density as is best visualized in 

the Arlington market inside the beltway.  This is an important issue, however is a long term item 

that will not affect our development process in the near term. 

 



 

 
 

20 Development Proposal | March 24, 2011 

Development conditions – Proffers:   As part of new increased density, the County will be looking for developers 

contributions to the public areas of the community.  Areas like pedestrian parks, traffic 

signals, pedestrian sidewalks and the likes will become common requests from the 

County in order to get developments approved.  The ownership should stay in touch 

with the issues in the County and plan accordingly for these costs in order to get 

approvals and permits for construction.  These items can potentially hold up 

development and throw off delivery dates.   

Storm Water:   The Chesapeake Bay Runoff Ordinance is a hot button item in all communities proximate 

to the bay.  It was found that storm water runoff was harming the environment and thus 

more stringent process were put in place to control development and what happened to 

storm water when surface parking lots were added.  The two retention ponds added as 

part of the development of One and Two Reston Crescent have been analyzed and were 

designed to handle the future requirements for drainage on the remaining site.  This is 

great relief on future development costs as this item has already been completed. 

Grading:   There is a 10 foot elevation drop on the site from the Northeast corner to the Southwest 

corner.  Leveling was completed for both One and Two Reston Crescent, however the 

remaining vacant land will need modest grading in order to create proper drainage routes 

to the storm water retention ponds on the front of the site. 

Rock: The site is located on rock bed, much like all other property in the area.  The rock is 

about 20 feet down and is an expensive item on the budget if encountered and not 

planned for.  Rock bed is the reason for elevated parking garages on the site.  The 

expense to blast and remove rock is overwhelming to the total project costs and thus 

above grade parking is the norm in this market.  During development history of One and 

Two Reston Crescent, the only encounter with rock came with the creation of the storm 

water ponds.  It was necessary to dig into the rock bed to create the depth necessary to 

control watershed from the remaining developments.  With this knowledge, there is only 

a small contingency budgeted in the development pro-forma to account for a minimal 

rock or other unsuitable.  Again, this is a large expense and should be thoroughly 

evaluated when designing new structures for the site.  Increased height limits may 

require the development to provide some underground parking.  In this case, rock will 

be encountered and should be accounted for in the budgeting process. 
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Neighborhood issues:   Reston is still a relatively young community.  Its master plan was well conceived and 

meticulously enforced.  The results of that plan are recognized today in the beautiful and 

thriving community it has created. 

As a result, the inhabitants of the community are ever watchful that the rules are adhered 

to and the wellness of the community is maintained.  The Reston Architectural Review 

Board (ARB) has a strong presence in the community.  This group controls signage and 

architecture that will have affects on the overall community appearance.  This group 

should be consulted with in regard to planned building designs.  This group could 

potentially slow the development process and have an affect on delivery.  

There are also many community residential groups that will appear in front of Fairfax 

County zoning to argue the issues surrounding developments and the potentially harmful 

effects they may have on their immediate living area.  Issues such as traffic, noise, and 

appearance are all topics that the ownership should plan to address in order to placate 

these groups.  If these items are not considered, it could potentially reject plans in the 

permitting review process and slow the development delivery timeline. 
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VI. Development/Construction Costs 
 

Three Reston Crescent - Development Proforma/Budget

Development Costs Total Gross Rentable
($) ($psf) ($psf) Comments

Land
Acquisition Costs -                                            -                                        -                                        Market Value
Closing/Legal Costs 50,000                                  0.26                                      0.23                                      
Pre-Development Costs 187,000                                0.96                                      0.86                                      Sunk costs related to Special Exception and Site Plan Approval

  Total Land Costs 237,000                         1.22                               1.09                               

Hard Costs
Sitework for Office Building 1,380,000                             7.09                                      6.34                                      HITT pricing-approx. building allocation+15%
Sitework for Surface Parking Lot -                                        -                                        HITT pricing-approx. 1100 new surface parking spaces+15%
Pond -                                        -                                        
Base Building Office Tower 18,549,500                           95.28                                    85.15                                    HITT pricing - no V/E+15%
Parking Garage 762 5,968,500                             30.66                                    27.40                                    New Parking Deck+15%

County Requirements
Stop Light 200,000                                1.03                                      0.92                                      Allowance - Discussion with Wells & Assoc.
Road contingency 195,500                                1.00                                      0.90                                      Net of $100k escrow (sunk cost) +15%
   Total G.C. Budget 26,293,500                           135.06                                  120.70                                  

Add'l Rock/Unsuitables Allowance 115,000                                0.59                                      0.53                                      $250k in HITT Sitework Estimate + 15%
Add'l Landscaping/Hardscape Allow 115,000                                0.59                                      0.53                                      $330k in HITT Sitework Estimate + 15%

3 Multi-Tenant Lobbies & Corr. 65,000$        224,250                                1.15                                      1.03                                      Allowance + 15%

Signage 57,500                                  0.30                                      0.26                                      Allowance + 15%

FF&E 23,000                                  0.12                                      0.11                                      Allowance + 15%

Security 34,500                                  0.18                                      0.16                                      Allowance + 15%
Permit Expeditor 15,000                                  0.08                                      0.07                                      Allowance
Builder's Risk Insurance 73,565                                  0.38                                      0.34                                      Allowance
Add'l Hard Cost Contingency 2.0% 539,026                                2.77                                      2.47                                      $1.2 million in HITT Estimate

    Total Hard Costs 27,490,342                    141.21                           126.20                           

Leasing Costs
Prelease TI 65.00$          4,672,561                             24.00                                    21.45                                    
Speculative Tenant 1 TI 65.00$          4,719,758                             24.24                                    21.67                                    
Speculative Tenant 2 TI 65.00$          4,766,956                             24.49                                    21.88                                    
Outside Commissions 4.0% 2,463,797                             12.66                                    11.31                                    
Inside Commissions 1.0% 615,949                                3.16                                      2.83                                      

    Total Leasing Costs 17,239,021                    88.55                             79.14                             

Soft Costs
Architectural - Office 202,000                                1.04                                      0.93                                      Per H  & T proposal
Architectural - Parking Deck 125,000                                0.64                                      0.57                                      Per H  & T proposal
Architectural - Master Planning 45,000                                  0.23                                      0.21                                      Per H  & T proposal
Structural Engineer - Office 75,000                                  0.39                                      0.34                                      Per H  & T proposal
Structural Engineer - Parking Deck 62,000                                  0.32                                      0.28                                      Per H  & T proposal
MEP Engineer - Office 153,000                                0.79                                      0.70                                      Per H  & T proposal
MEP Engineer - Parking Deck 41,000                                  0.21                                      0.19                                      Per H  & T proposal
Civil Engineering 703000 70,000                                  0.36                                      0.32                                      
Misc. Consultants 50,000                                  0.26                                      0.23                                      
Landscape Design 40,000                                  0.21                                      0.18                                      
Add Services Allowance 25,000                                  0.13                                      0.11                                      
Reimbursables 10% 88,800                                  0.46                                      0.41                                      
Peer Review 30,000                                  0.15                                      0.14                                      
Legal - Contracts 15,000                                  0.08                                      0.07                                      
Legal - Leasing 20,000                                  0.10                                      0.09                                      
Legal - Financing 40,000                                  0.21                                      0.18                                      
Survey/Topo 7,000                                    0.04                                      0.03                                      
Geotechnical Services 30,000                                  0.15                                      0.14                                      
Material Testing 200,000                                1.03                                      0.92                                      
Title 49,044                                  0.25                                      0.23                                      0.1% of TPC
Mortgage Tax 68,661                                  0.35                                      0.32                                      0.2% of Loan Value
Traffic Study 32,000                                  0.16                                      0.15                                      Signal light study
Permits, licenses, bonds & fees 223,000                                1.15                                      1.02                                      
Rendering 15,000                                  0.08                                    0.07                                    
Marketing Costs 100,000                                0.51                                    0.46                                    
Appraisal/Inspections 60,000                                  0.31                                      0.28                                      
Property Taxes During Const. 100,000                                0.51                                      0.46                                      
Soft Cost Contingency 5.00% 98,325                                  0.51                                      0.45                                      
Development Fee 2.50% 1,220,163                             6.27                                      5.60                                      Incl. ACP fee and TRZ fee

    Total Soft Costs 3,284,992                      16.87                             15.08                             

Financing Costs
Construction Loan Fee 0.75% -                                        -                                        
Construction Interest -                                        -                                        
Interest Reserve -                                            -                                        -                                        
Capitalized Operating Deficit 792,149                                4.07                                    3.64                                    

   Total Financing Costs 792,149                         4.07                               3.64                               

Total Project Costs 49,043,504                    251.92                           225.14                           

 



 

 
 

23 Development Proposal | March 24, 2011 

Three Reston Crescent - Development Proforma/Budget

Building Size:

Total Rentable Area 217,835               
Rentable/Usable Factor 1.09                     
Usable Area 199,849               
Eff. Factor (Gross/RSF) 1.06                     
Total Contractor's Gross Area 194,680               
Construction Term (months) 14

Garage Size:

Project Cost Allocation:
Spaces/1,000 Rsf. 3.60                     
Total Spaces 762                      
SF/Car 253                      
Total Garage Area (Gsf) 192,700               
Cost/space 7,833$                 

Leasing Assumptions:

Market NNN Rental Rate PRSF $21.00
Market Full Service Rental Rate $33.00

Tenant
 Rentable Area 

(%) 
 Rentable Area 

(SF)  NNN Rent (PSF)  Gross Rent (PSF)  Term (Yrs)  TI  Parking 

Prelease Tenants (3 floors) 33.0% 71,886                 $21.00 $33.00 10                        $65.00 $0.00

Total Prelease Occupancy 33.0% 71,886                 $21.00 $33.00 10                        $65.00 $0.00

Spec Tenant 1 - Occupy in 9th mo. 33.3% 72,612                 $21.61 $33.61 10 $65.00 $0.00
Spec Tenant 2 - Occupy in 15th mo. 33.7% 73,338                 $22.07 $34.07 10 $65.00 $0.00

Total (Wtd. Average) 100.0% 217,835               $21.57 33.57$                   10.0                     $65.00 $0.00

Free Rent - Lead Tenant 6
Free Rent - Spec Tenants 6
Total Lease-up Period (months) 15                        
Spec Lease-up Period (months) 15                        
Average Leasing Velocity (months) 4,841                   sf per month

Stabilized Vacancy Factor (%) 3.0%
Annual Escalations on Gross Rent (%) 2.75%

Operating Expense Assumptions:

(PSF)
Fixed Operating Expenses $4.00
Variable Operating Expenses $4.00
Real Estate Taxes $4.00
Parking Expenses
Total Operating Expenses $12.00

Stabilized Capital Expenditures $0.20

Financing Assumptions:

Construction Financing Rate 6.30%
Construction Loan Fee 0.75%

Loan/Cost (%) 70.00%

Loan Amount 34,330,452$        $157.60
Equity Amount 14,713,051$        $67.54
Total Project Budget 49,043,504$        $225.14

Return Analysis:

Stabilized Yield on Cost 9.39%
Sale Cap Rate 7.50%
Stabilized NOI 4,607,488$          
Value at Stabilization 61,433,180$        
Value at Stabilization (PSF) 282.02$               
Development Profit at Stabilization (net of sale expenses) 11,468,179$        

Unleveraged IRR (24 month holding period pre-dev thru sale) 14.69%
Leveraged IRR (24 month holding period pre-dev thru sale) 25.46%  
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Sensitivity Analysis on Yields

SF 217,835 Lease Total Value at 
Market TI Up Period Land Cost Project Cost Annual Stabilized Unleveraged Leveraged Stabilization

Rental Rate ($/sf) #-months ($/sf FAR) Cap Rate ($) Stabilized NOI Return on Cost IRR IRR ($/RSF)

Base Case Terms & Yields

Base Case $33.00 $65.00 15.00 $0.00 7.50% $49,043,504 $4,607,488 9.39% 14.69% 25.46% $61,433,180
PSF $225 $282

Land Cost Sensitivity

Land Cost $33.00 $65.00 15.00 $20.00 7.50% $53,557,069 $4,607,488 8.60% 10.03% 15.80% $61,433,180

PSF $246 $282

Development Cost Sensitivity

10% Higher Hard & Soft Costs $33.00 $65.00 15.00 $0.00 7.50% $52,322,002 $4,607,488 8.81% 11.38% 18.80% $61,433,180

PSF $240 $282

Rental Rate Sensitivity

Conservative Rent #1 $30.00 $65.00 15.00 $0.00 7.50% $48,904,035 $3,950,988 8.08% 7.28% 9.59% $52,679,836

PSF $225 $242

Conservative Rent #2 $32.00 $65.00 15.00 $0.00 7.50% $48,994,687 $4,388,655 8.96% 12.30% 20.61% $58,515,399
PSF $225 $269

Aggressive Rent $35.00 $65.00 15.00 $0.00 7.50% $49,141,136 $5,045,156 10.27% 19.25% 34.19% $67,268,742

PSF $226 $309

TI Sensitivity

$5 higher TI $33.00 $75.00 15.00 $0.00 7.50% $51,290,880 $4,607,488 8.98% 12.61% 21.04% $61,433,180

PSF $235 $282

Spec Lease Timing Sensitivity

Additional 6 months to lease 70 k sf $33.00 $65.00 21.00 $0.00 7.50% $49,043,504 $4,607,488 9.39% 14.69% 25.46% $61,433,180

PSF $225 $282

Cap Rate Sensitivity

Residual Cap Rate #1 $33.00 $65.00 15.00 $0.00 8.0% $49,043,504 $4,607,488 9.39% 11.75% 19.48% $57,593,606

PSF $225 $264

Residual Cap Rate #2 $33.00 $65.00 15.00 $0.00 7.0% $49,043,504 $4,607,488 9.39% 17.91% 31.66% $65,821,264

PSF $225 $302

Yields

3 Reston Crescent Proforma base case with Sensitivity

Assumptions

 

Development Cash flow Draw schedule: 
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VII. Schedule 

 

Base Case: 15 month development schedule 

2012

Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov

Office Building & Garage Design

Design/Construction Schedule

  » Footing and Foundation Permit

  » Site Permit

2011

Construction

Site & Base Building Construction

Activity

  » Arch., Struct. MEP Drawings

  » County Review

Permits

  » Civil Drawings

  » Building Permit

 

Risks:  weather, shortage of materials (drywall in the past), concrete delay, steel, site issues, county permit issues, ARB issues,  
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VIII. Financial 
Executive Summary for purchase of 1 & 2 RC: 

 

 

  



 

 
 

27 Development Proposal | March 24, 2011 

Cash flow schedule for purchase of 1 and 2 RC: 
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IX. Project Management Plan 

 

 Architect: Herring & Trowbridge Architects (“H&T”) 
 

 H&T was founded in 1991 by David Herring and David Trowbridge.  
 H&T has a combined total of over 200 years of architectural experience in a variety of building types. They know how to do the 

job correctly. This core group of senior Architects has a proven track record of working well together and producing the quality 
results the firm demands. Not only are the senior Architects managing their projects in the office and in the field, they are on the 
computer, designing and drawing them - a full scale hands-on approach that keeps them intimate with their job as well as the 
client. A consistent client / architect relationship is formed by keeping key personnel on the project from start to finish, and this 
relationship is a key factor in maintaining smooth transitions between each phase of a project. 

 H&T was the architect for One and Two Reston Crescent. 
 They were involved in 2RC Special Exception granted in 2004 for the building height increase.   
 They were involved in site Special Exception granted in 2010 to increase the site FAR to .7 from .5. 
 H&T is headquartered in Virginia with an office in Houston.   
 Dave Herring is the principal on this project and is on the Design Review Board for Reston. 
 
 
 

 Civil Engineer: Urban Engineering & Associates, Inc. (“Urban”) 
 

 Urban's founder, J. Edgar Sears, Jr., established the company in 1967 with an innovative vision. He created Urban as a consulting 
firm with various independent departments that are self-managed, yet work together as a composite team to produce results for 
clients. 

 Urban is recognized for and specializes in creative and innovative engineering solutions for planners, developers and public sector 
clients. We bring a remarkably high level of leadership to each and every project. Direct firm principal involvement in every 
project gives our clients the experienced project management, effective communication and technical expertise they deserve. 
Urban is a highly regarded civil engineering firm with three offices in Northern Virginia. 

 Urban was the prime civil engineer for the Reston Town Center, Dulles Town Center and other significant developments in 
Virginia. 

 Involved in 2RC Special Exception granted in 2004 for the building height increase. 
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Development Management Services: Atlantic Capital Properties (“ACP”) 
 Based in Atlanta, Atlantic Capital Properties (ACP) is a real estate consulting and development firm specializing in high quality 

Office and Mixed Use Properties for third parties. ACP provides development management services to a variety of clients, 
including private developers, institutional owners and corporate users. Since its inception, ACP has participated with its clients in 
developing over 5 million square feet of space with project costs of over $1 billion.  

 ACP was founded in 1997. ACP consistently delivers to its clients the ability to outsource their complete development needs to a 
team that is actively involved in the development market on a continual basis. ACP can tailor its services to compliment the 
strengths and needs of its clients.  

 ACP has provided development management services for many landowners in the area.   
 Jim Meyer is the principal on this project and was formerly responsible for development at Prentiss Properties. 
 Jim Meyer has been responsible for more than 8 million s.f. of development valued at over $1 billion. 
 ACP has provided predevelopment assistance on 2RC. 
 
 

 Predevelopment Contractor: Hitt Contracting (“Hitt”) 
 Hitt was founded in Arlington, Virginia as a family owner and operated business in 1937 and has been in business for over six 

decades. 
 Hitt has grown to rank among the Top 100 Contractors Worldwide. 
 Hitt is the 3rd largest General Contractor in the DC area (ranked by metro-area revenue) and recently completed Sallie Mae’s 

500,000 s.f. headquarters in Reston.  
 Hitt successfully completed several market projects on budget and schedule.   
 Hitt has provided development budget pricing and scheduling at no cost to date.  
 Final selection of the contractor shall be based on competitive bidding. 
 
 
LEED Consultant: Sustainable Building Partners, LLC 
 Dan Wilcox has provided LEED and Energy star consulting for several landowners in the area.  
 
Leasing Broker:  Daniel Purrington LLC 
 Daniel Purrington LLC is the Leasing Broker representing Reston Crescent using various approaches, including brokerage house 

road shows targeting the top 15 individual brokers based on production and specific government contractors and their service 
providers.  

 Mr. Purrington has been involved in commercial leasing in the Washington, DC area for 15 years.   
 Daniel Purrington previously served as Vice President, Leasing for Virginia and part of Washington, DC for Brookfield 

Properties, Inc.  Mr. Purrington was responsible for leasing 13 buildings consisting of approximately 2.1 million square feet in 
Northern Virginia and Washington, DC. The inventory included office, retail, and flex spaces. 

Marketing:  Malone Commercial Designs 

 Katherine Malone of Malone Commercial Designs, formerly Director of Marketing at CBRE will be responsible for all the print 
and email marketing for the site.  Broker parties and other promotional ideas will be part of her itinerary. 
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X. Conclusions and Recommendations 
 

Based on the financial analysis, it is determined that if the property can be purchased for the offer price of $80,250,000, not 

only does it provide the required 10% rate of return for the investment group, but it also provides for tremendous upside in the 

development opportunity created with the remaining land.  The upzoning from Fairfax County is not a question of if, but when.  

The density will be increased, and the returns for developing increase as the size of the structure increases.  The ownership should 

stay on top of the upzoning situation and partake in the County meetings regarding the issues. 

If the purchase price is not acceptable to the seller, the ownership should re-evaluate its position to analyze whether a lower 

rate of return is acceptable or another financial structure can be created to keep the investor returns at an acceptable level. 

Time is on the buyer’s side.  The market is holding in a zero construction pattern and market absorption is continuing in a 

positive direction.  In the next two years, development will again become prudent, and it is historically better to be first in the 

ground than last with your development.  Market fundamentals appear to be bottoming out and rental rates are expected to increase 

over the next year and concession packages will slowly begin easing to get deals signed. 
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