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Introduction

During the decades of disinvestment and population decline, the District acquired substantial
amounts of vacant and underutilized land. Many of these properties are now valuable assets that
can be redeveloped for housing, commercial uses, and new public facilities. The District also
owns large parcels of former federal property and scores of aging schools, libraries, and other
public facilities with the potential to meet a range of community needs.

Public land development has traditionally been viewed as a catalyst for revitalization and private
investment in distressed neighborhoods. However, given D.C.’s strengthening real estate market,
public land can play an important role in providing the diversity of housing the city needs,
especially in areas with high and rising values. Public land redevelopment can also meet other
community needs for services and amenities for a thriving city. Effective public-private
development can provide updated public facilities such as libraries and schools, affordable
housing, and enhanced community amenities, along with cost savings and other efficiencies.

Since 2000, the District has achieved important public benefits from the redevelopment of city-
owned land into mixed-use and mixed-income spaces. However, in some cases, deals intended to
provide substantial affordable housing ultimately scaled back the public benefits and resulted in
fewer units than expected with less affordability. The future potential pipeline for public land
projects includes small properties throughout the city and major sites such as: Saint Elizabeth’s
East Campus with 183 acres and 2000 planned residential units; Poplar Point with 110 acres;
McMillan Sand Filtration site with 25 acres and 800 planned residential units; and Walter Reed
Campus with 67 acres. By examining the accomplishments and shortfalls of completed projects,
we can identify future opportunities to increase affordable housing and other public benefits.
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2 | AFFORDABLE HOUSING PRODUCTION ON PUBLIC LAND IN D.C.

D.C.’s Need for More Affordable Housing

Moderate and low income households are losing ground in the District. In 2010, D.C. Fiscal
Policy Institute (DCFPI) found that 63 percent of households earning 30 percent area median
income (AMI) or below spent more than half of their income on housing alone.® (Thirty percent
of AMI was $31,850 for a family of four in 2011.) This is considered a severe cost burden,
especially when 30 percent of a household’s income spent on housing is considered a reasonable
expenditure.” These households were by far the most affected of any income group by the rising
cost of housing in D.C. but greater affordability problems are creeping up the income scale for
households at 50 and even 80 percent AMI (Figure 1).

Figure 1. Affordability Problems Are Growing Among Moderate-Income Rental Households
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Since 2000, with the re-emergence of the D.C. housing market, rents and home values have risen
sharply while incomes for lower wage workers remained flat. DCFPI estimates that between
2000 and 2010, D.C. lost half its low-cost rental units or 36,100 rental units priced less than
$750. A worker earning $30,000 a year would be able to afford an apartment at this cost.® Home
values have also soared with a doubling of median value to $400,000 and a drop in low-cost
homes, those priced less than $250,000, by 70 percent during the 2000s.* In addition, the city
continues to lose affordable units in the federal Section 8 program, a major source of subsidized
rental housing in the city. As these units which were built under the program created in 1974
have approached the end of their 20-40 year terms of affordability,> some landlords are opting
not to renew their Section 8 contracts and converting the apartments to market rate. An analysis
by the Urban Institute showed that between 2000 and June 2007, the District lost 1,995 Section 8

2000
2010



housing units or just over 15 percent of all Section 8 units in the city.® Approximately 11,190
units are under this program in D.C.” Waiting lists for housing choice vouchers (formerly known
as Section 8 vouchers) in D.C. are now in the tens of thousands.®

In-migration of higher income households, rising housing prices, and declining affordable
housing stock are compounding the challenges low income D.C. residents face when seeking
housing they can afford. As Figure 1 shows, households earning 30 percent AMI or below face
the most acute housing problems.

The District’s Record on Affordable Housing
Production in Public Land Redevelopment

The turnaround in the city’s economy and surging land market beginning in the late 1990s led to
substantial redevelopment of underutilized public land. The major public land holding agencies
offering mixed-use and private development opportunities have been the quasi-governmental
National Capital Revitalization Corporation, the Anacostia Waterfront Corporation, the D.C.
Public Library board, and the office of the Deputy Mayor for Planning and Economic
Development.

Table 1. Affordable Housing Requested in
Public Land Dispositions, 2000 to 2010

Through the 2000s, administration
policy under Mayors Anthony Williams

and Adrian Fenty called for surplus Total Set Aside | ''cOMe Targeting
city-owned lands to be offered for Ipll
redevelopment with the condition that Williams 5% at 30% AMI
. . Co 20% 5% at 60% AMI
20 to 30 percent of residential units be Administration 10% at 80% AMI
affordable to low income residents — 15% a1 30% AM|
. enty 0 ba (]
(Table 1). Only the f_ormer Anacostia Administration 30% 15% at 60% AMI
Waterfront Corporation lands had a A
H 0, 0,
Iegal_requwement _to produce affordable Waterfront Lands 30% 1: ; a: 28 (;0 ﬁm:
housing and only in cases where the Law 0 at bU%

redevelopment involved housing.

The administration of Mayor Vincent Gray has not established its policy for future public land
dispositions but has continued to execute deals with substantial amounts of affordable housing.
According to the Deputy Mayor for Planning and Economic Development, Victor L. Hoskins,
the administration is in the process of developing a scalable model for affordable housing
production and other public goals in District land dispositions, citing high costs and long time
lines for individual projects. The Deputy Mayor also stated that future land dispositions may not
include requests for a specific amount of affordable housing or target income levels. Instead,
applicants may be asked to maximize affordable units below 80 percent AMI in their proposals,
as was recently done in the Parcel 42 request.® Also, Deputy Mayor Hoskins said the Mayor’s

(=)
COALITION FOR SMARTER GROWTH  (HIEIES



4 | AFFORDABLE HOUSING PRODUCTION ON PUBLIC LAND IN D.C.

Comprehensive Housing Strategy Task Force, convened in February 2012, would be an
appropriate body to provide broader guidance on this question.*°

National Capital Revitalization Corporation and the Anacostia
Woaterfront Corporation

During the administration of Mayor Williams in 1999, the return to fiscal health and the recovery
of the national economy contributed to higher land values and demand for city parcels that had
been vacant or underutilized for decades. To help spur investment in the city, the D.C. Council
adopted legislation in 1998, creating the quasi-governmental National Capital Revitalization
Corporation (NCRC). The law charged NCRC “to retain and expand businesses located within
the District, attract new businesses to the District, and induce economic development, job
creation, and job training,”11 with emphasis given to particular “Priority Development Areas”
spread throughout the District.'? Similarly, a Revitalization Plan developed by NCRC
emphasized “a specific mission: improving District businesses, promoting real estate
development, and infusing economic development into the District of Columbia.”*?

Table 2. Selected Early 2000s Public Land Projects

7 Address/ Affordable Housing
Project Neighborhood/ T()tt;llDIDiz,Elrrizfnt Tﬁ?isl;lnumﬁ ﬁirt:f Income Targeting
Ward g Split/Total
Verona Parc 1328-52 Euclid 2 at 30% AMI
L Street, NW/ . 3 at 60% AMI
Concég(r)\gg)lums Columbia Heights / $24,3075 For sale: 33 2 at 80% AMI
Ward 1 7 total
: 5% at 30% AMI
1400 1
. 00 Irving Street, Rentals: 235 5% at 60% AMI
Highland Park NW / Columbia A A
(2003) Heights / Ward 1 $2,420,000 10% at 80% AMI
For sale: 24 Total 20%
46 total
5% at 30% AMI
Citv Vista 475 K Street, NW / Rentals: 244 5% at 50% AMI
(2)1005) Columbia Heights / 10% at 80% AMI
Ward 6 For sale: 441 Total 20%
138 total
5% at 30% AMI
Solea 1§tlrge?e|1|n\}\7r/lt 5% at 50% AMI
Condominiums Columbie{ Heiahts / For sale: 59 10% at 80% AMI
(2006) s g Total: 20%
15 total

Source: Land Disposition Agreements provided by DMPED; Deputy Mayor for Planning and Economic Development’s
Affordable Housing Database, FY06-August 4, 2010 published at:
http://images.tbd.com/pdfs/district_affordable_housing_fy06-fy10-8-5 4 10.pdf



The legislation establishing the NCRC did not include requirements for affordable housing, but
the Williams administration worked with the NCRC to require affordable housing in the deals
transferring public land for private residential development. Beginning in 1999, major public
land developments undertaken by NCRC included a downtown mixed-use 685-unit rental and
condominium project, City Vista, at 5" and K Streets, NW (which began selling units in 2007)**
and nine parcels of land around the Columbia Heights Metro station (opened in 1999). In its
requests for proposals (RFPSs), the city routinely solicited affordable housing set asides of 20
percent of the total number of residential units divided between three income groups: five
percent at 30 percent AMI, five percent at 60 percent AMI, and 10 percent at 80 percent AMI.
According the D.C. Office of Planning (DCOP), the nine parcels on 13 acres of formerly public
land in Columbia Heights yielded 596 new affordable housing units, representing 35 percent of
the total number of units produced on those parcels.™ Table 2 shows a number of the projects
developed in the early to mid-2000s with affordable housing.

In 2004, the Williams administration created the Anacostia Waterfront Corporation (AWC), a
quasi-governmental organization similar to NCRC but with a particular focus on the land
bordering the Anacostia River. Along with economic revitalization, the AWC sought to restore
the water quality of the river and to direct a share of investment and jobs generated by AWC land
development to Ward 8 residents.*® Unlike the NCRC legislation, the act creating the AWC
mandated affordable housing standards for residential developments, requiring 30 percent of the
units to be designated for affordable housing, divided evenly between households earning up to
30 percent AMI and 60 percent AMI.*

Shortly after taking office in 2007, Mayor Fenty disbanded the NCRC and AWC and absorbed
their holdings into the D.C. government. However, the high standards for affordable housing,
labor and stormwater management for the AWC properties were retained when transferred to the
D.C. government’s office of the Deputy Mayor for Planning and Economic Development
(DMPED).*

In addition to the 30 percent affordable housing requirement for AWC lands, the Fenty
administration included a similar requirement (setting aside 30 percent for households earning
below 30 and 60 percent AMI) in most RFPs for other public land proposed for residential
development. Unlike the AWC lands, this standard was never codified in law, and land
dispositions did not necessarily include the 30 percent AMI income targeting despite the
provision in the RFP.

D.C. Public Libraries and Mixed-Use Redevelopment

The potential to increase the supply of new affordable housing extends beyond the parcels
controlled by DMPED, including a range of D.C. buildings, libraries, and schools and their
surplus school sites. The city has considered and attempted to incorporate affordable housing and
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6 | AFFORDABLE HOUSING PRODUCTION ON PUBLIC LAND IN D.C.

other mixed-use development in the redevelopment of its outdated libraries a number of times
but has no built examples.

Historically, the D.C. Public Library (DCPL) only built single-use library buildings. Recent
exceptions to this practice have been the placement of formerly freestanding library kiosks inside
new recreation centers.'® Currently, DCPL is considering the option of building additional stories
and adding private uses to the central library to pay for an over $200 million overhaul. 2 It is
pursuing mixed-use redevelopment of its outdated West End Library in collaboration with
DMPED. During the mid-2000s, two of four libraries (Benning Road and Tenley) under
reconstruction were considered for mixed-use development but ultimately were rebuilt as single-
use structures. Throughout the 2000s, city and library officials along with the public debated the
merits of mixed-use libraries as a means to replace obsolete library facilities.

In May 2007, the DCPL Board of Trustees approved an official Mixed-Use Real Estate Projects
Policy, but it takes a cautious approach. Although it does not explicitly rule out mixed-use
projects, the policy states that DCPL will not solicit proposals for such development. It will
review unsolicited proposals, which is the case for the West End Library redevelopment, but the
policy makes clear that, among other requirements, the community must show strong support for
the concept. The proposal also must provide “significant cost savings or other tangible benefits
to DCPL,” and the selection of a mixed-use project must not impose “significant construction
delays.”?

While DCPL’s policies are cautious, Ginnie Cooper, Chief Librarian since 2006, said that she
and DCPL have been willing participants in the number of, albeit unsuccessful, mixed-use
proposals in the past and are currently considering such options. She said she believes the agency
should pursue mixed-use libraries where they make sense — when a replacement library site is
located on a major street, in a higher density area, and close to transit. ?? In addition to the West
End mixed-use library project and the consideration of the Martin Luther King Jr. Central library
as a mixed-use renovation, she suggested that the Southwest Branch library is also a good
candidate for mixed-use replacement.?®

The District’s Public Land Redevelopment Process

Converting a parcel of D.C. land into an approved private development or mixed-use public
facility is a multi-step process (see Appendix A for a detailed description). In brief, the process
starts with several executive agencies reviewing D.C. properties once they are no longer needed
for their original use. If no other District agency can utilize the building or parcel, the Mayor can
then ask the D.C. Council to approve the classification of the land as surplus. If the surplus
property is a school, the city must first make the site available to charter schools. If a charter
school is not awarded the school site, DMPED will then solicit and review offers for
development of the parcel via an RFP, as is the case for all other sites. The winning submission



and the terms of the proposed deal are then reviewed by the Council, which will vote whether to
approve of the disposition to the selected developer.

The city and the developer will then negotiate and finalize a land disposition and development
agreement (LDDA or LDA) that specifies the terms of the transaction, including the specific
community benefits the developer will provide. Depending on the zoning and historic
designation, the project may also need approval from the Historic Preservation Review Board
(HPRB), the Zoning Commission, or the Board of Zoning Adjustment (BZA). Throughout the
entire process, the developer and, to a lesser extent, the city will often meet periodically with
residents via public forums, Advisory Neighborhood Commission (ANC)** meetings, and
gatherings with various civic organizations and neighbors.

The land dispositions involve an exchange of benefits between the city and the private developer.
In exchange for public benefits, such as affordable housing, the District will reduce the purchase
price or long-term lease rate of the land. Of the 15 D.C. land dispositions with residential
development enacted between 2008 and 2011 for which purchase or lease amounts could be
determined, close to half were for $1 or $10.2° According the Office of the Chief Financial
Officer, 7 public land dispositions in 2010 were documented as providing a land price subsidy of
$0 due to the fact that the value of the benefits or conditions of the property were determined to
be greater than the purchase price or lease value.?® No other values, however, were indicated. In
addition to deeply discounted land purchase or lease prices, projects have also received other
public subsidies, including federal assistance such as Low Income Housing Tax Credits and local
funding through Tax Increment Financing (TIF), PILOTSs (payments in lieu of taxes) and tax
abatements.?” While some projects incorporated a request for subsidies into their bids, in a
number of cases, winning bidders have later asked the city for additional subsidies.?

Under D.C. law, the Mayor (through DMPED) and the Chief Financial Officer must conduct
financial analyses of land dispositions, including: “a description of any affordable housing
provided” and “‘estimates of the monetary benefits and costs to the District.”?° However, neither
analysis provides values for all the stated public benefits. The Office of the Chief Financial
Officer (CFO) has the longest-standing record of reviewing dispositions under D.C. law,
requiring that any new legislation to dispose of property include an “estimate of the costs” to the
city for the four fiscal years following enactment of the law.*® The CFO conducts these reviews
to provide an account of the effect of legislation on District revenues, particularly to identify any
reductions in revenues. Yet, the CFO is charged only with identifying the negative impacts on
revenues for four years. While the CFO will state the loss of a District asset through the selling
of city property, the disposition is not considered to have a fiscal impact because the value of
assets are not included in the budget or financial plan.

Disposition statements commonly indicate that the sales price or lease value should reflect the
land value minus any public benefits. However, the exact value of public benefits is rarely
enumerated in public documents.®* Though assets such as the value of a new public asset (e.g.,
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8 | AFFORDABLE HOUSING PRODUCTION ON PUBLIC LAND IN D.C.

libraries) might be given concrete values, affordable housing is not. Thus, the CFO does not fully
calculate whether the benefits received are reflected in the negotiated sales price and the deal
structure with the developer. Without an official valuation of the benefits, the public is unable to
confirm if the write-down in purchase price or lease rate is commensurate with the costs of the
benefits.

Another barrier to transparency is the difficulty tracking the final results of each deal. While
LDAs appear as bills and are readily available on the D.C. Council’s website, LDAs often
change after approval, and final records are not necessarily posted online. The D.C. Department
of Housing and Community Development is charged with tracking all the affordable dwelling
units produced through public land dispositions but have stated that it cannot make this
information available to the D.C. Council or public at this time.3* This makes verifying the final
public benefits difficult.

Less Parking, More Affordable Housing

One significant cost variable in new development is the amount of parking provided. With
underground parking costing $20,000 — $60,000 per space, the cost of parking has a significant
impact on overall cost of the project and the affordability of housing. Over the last few years,
DDOT and OP have significantly changed their approach to parking supply — encouraging less
vehicle parking in new construction. Through the development review process, DDOT and OP
have pushed developments to reduce vehicle parking supply and promote access to transit,
bicycling, and walking as leading transportation options.

No better example exists of the risks and costs of building more parking than needed, than that of
the NCRC’s land dispositions around the Columbia Heights Metro Station in the early 2000s.
Most residential projects were built with one parking space per unit, even for the affordable
units, despite the area’s low car ownership rate. Forty to 70 percent of households did not own a
car in the census tracts that made up the area.** Developers have reported low demand to lease
parking spaces at market prices given the neighborhood’s accessibility via transit, walking, and
bicycling.** Meanwhile, NCRC’s large scale DC USA retail project in Columbia Heights
famously included too much parking -- as much as two times the amount needed. This saddled
the city with additional unexpected costs to operate the city-owned garage.*

D.C.’s low car ownership rate (over a third of households do not have a car), and high level of
transit service, along with expanding bicycle facilities and high walk-to-work rate (second
highest in the country) have caused OP and DDOT to rethink suburban development models for
parking supply.®® Increasingly, new residents are choosing to live in the District specifically
because it allows them to have a high quality of life without owning a car.®” These conditions
offer DMPED and developers the opportunity to expand the supply of new affordable housing
units by working with DDOT and OP to minimize the number of parking spaces and their cost in
each development project.



Geographic Distribution of Affordable Units in Public Land Deals

The results of the land disposition process are Figure 2: Affordable Units from D.C.
difficult to compile from available D.C. Public Land Dispositions by Ward,
government data, but analysis of available 2008-2011

information on the city’s Land Development
Agreements offers some understanding of income
targeting and geographic distribution of affordable
units.

Figures 2 and 3 show a snapshot of the geographic
distribution of affordable housing public land deals
from 2008-2011. In the western and most affluent
part of the city, little public land is available
compared to central and eastern parts of the city.

In the western-most Ward 3, no public land
projects occurred as it has little public land other
than public facilities.

During this period, the city proposed one Ward 3
project at the Tenley Library/Janney School site, to
provide housing affordable at the 60 and 30 Source: CSG Analysis of LDAs, 2008-2011
percent AMI levels along with new public (Appendix B)

facilities, but ultimately abandoned the mixed-use

approach in 2009. The Hurt Home historic renovation project, located in the western part of
Ward 2 in the neighborhood of Georgetown, is likely to produce only three units at 80 percent
AMI. This number is significantly lower than the original proposal for 12 affordable units in
which more than half of those units were to be affordable at 60 percent AMI. The other Ward 2
project — the West End Library/Fire Station project is proposed to create 52 units affordable at 60
percent AMI. If these affordable units are built, it will be a rare and important contribution to this
desirable part of the city.
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Figure 3. Affordable Housing Units in D.C. Land Disposition Agreements, 2008-2011
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The formerly underutilized and partly industrial waterfront portion of Ward 6 is planned for the
most dramatic change. The large scale Southwest Waterfront project in Ward 6 will produce at
least 150 affordable units, half at 30 percent AMI, as part of a total of 1,200 units in a major
mixed-use development.

Figure 3 demonstrates that the largest share of planned affordable housing from public land
deals, especially very low income housing at the 30 percent AMI level, occurs in the eastern
parts of the city -- east of the Anacostia River (Wards 7 and 8) and Ward 6. While only one
Ward 8 project agreement moved forward in this period, all 19 units will be at 30 percent AMI.
Historically, Ward 8 has offered significant amounts of affordable housing.

Not shown in Figure 3 are the early 2000s Columbia Heights development deals in Ward 1
which also produced significant numbers of units at 60 and 30 percent AMI (see examples in
earlier Table 2). In the rapidly changing Shaw neighborhood in Ward 2 just north of downtown,
the delayed City Market at O Street project will include 80 units of affordable senior housing at
60 percent AMI.

While it has proven impossible to compile a comprehensive picture of DMPED deals over the
last decade due to difficulties in obtaining information, Figure 4 shows that subsidized affordable
housing (not necessarily LDAS) occurs mostly east of Rock Creek Park and is concentrated in
Wards 7 and 8 and parts of 5 and 6. This map, compiled by D.C. Office of Planning based on
2010 Census data, shows the percent of subsidized affordable units as the total of all housing



units by census tract. In large portions of Ward 8,  Figure 4. Percent of Subsidized
more than 50 to 90 percent of all the homes are Affordable Units by Census Tract (2010),
subsidized. District of Columbia

Case Studies

To understand the challenges and opportunities in
D.C.’s efforts to produce affordable housing on
public land, we examined case studies of recent
land dispositions and library redevelopment

proposals.

Hine Junior High School

Despite the extra challenge of rebuilding in a
historic district, the Hine School project, next to
the Eastern Market Metro station, is a good

Subsidized Affordable Units

example of realizing a balance of affordable )

/ 1%- 5%
y 6% - 10%
11%-25%
26% - 50%
51%-91%

housing and other public benefits through a [ y
community input process. A number of prominent P

local community groups engaged early to express

their vision for the site and influenced the selection of the developer and winning design. The

project will include a substantial number of low income housing units.

Synopsis Table 3. Hine Junior High School

School §|te |s_3|tuated in Parcel Size 3.16 acres

the Capitol Hill Office 163,392 square feet (s.f.)
neighborhood, on a block Retail 39305 s.f.

bounded by Pennsylvania Residential 254,187 s.f.

Avenue, 7" and 8" Streets, 158 units

SE, and a public alley just Affordable Housing 46 units (29% of total)
north of C Street. While * 5@30%AMI

e 29 @ 60% AMI

various schools have

) ) ) e 12 @ 80% AMI in
occupied the site since liew of 1Z
1864, the last school (built Other Public Benefits Reopening C Street, SE,
in the late 1950s) on the between 7" and 8" streets SE
site closed in 2008, and the Public Plaza along C Street

for weekend vendors

city declared the parcel
surplus in 2010. Located
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adjacent to vibrant stretches of retail, next to the historic market house, and across the street from
the Eastern Market Metro station, the parcel presents a promising site for redevelopment. The
current building’s undistinguished architecture is considered an eyesore, and half of the land area
is consumed by a surface parking lot used by long-standing flea markets on weekends.

The early stages of the disposition process offered positive signs of active community
engagement. Less than a month after the Fenty administration put Hine on its final list of
recommended school closures in February 2008, the Capitol Hill Restoration Society released a
list of criteria it wished to see in any proposed redevelopment.® These same criteria were
endorsed by the Barracks Row Main Street organization. Advisory Neighborhood Commission
6B issued its own resolution urging community input.** Ward 6 Councilmember Tommy Wells,
who represents the area, responded to calls for community input and held three public forums
throughout 2008 to discuss the neighborhood’s vision for the site and gain input. These meetings
took place before the city officially offered the site to developers in an RFP in late December of
2008.

When the city offered the site for bid at the same time as 10 other recently closed schools, it
received the most proposals.*® Once DMPED reduced the initial list of submissions to four front-
runners in June 2009, the prospective plans were presented to the public for comment prior to
DMPED’s selection of a development team. Residents generally split between two options, and
ANC 6B did not endorse a particular proposal.** In August of 2009, the city selected the team led
by Stanton Development Corporation and EastBanc, Inc.,*” with a project designed by the
architect Amy Weinstein, who has designed several projects in the Capitol Hill area.*®

Following the selection of the Stauton-EastBanc team to develop the site, residents and other
interested parties debated varying opinions for the appropriate scale of development for the site.
Some local groups, such as the Eastern Market Metro Community Association and the newly-
formed Eyes on Hine group, consisting of neighbors across from the site on 8" Street SE, voiced
opposition to the proposed height and massing of the project and asked for more open space.**
The Capitol Hill Restoration Society also expressed opposition to the height of the office
component on the corner of Pennsylvania Avenue and 7" Street SE (which has since been
reduced by a floor), while stating that other parts of the proposal could be “considered
compatible with the historic district.”* A group opposing a proposed reduction to the size of the
weekend flea markets has also emerged and allied with project skeptics. Groups such as the 7"
Street Merchants Association and the DC Preservation League voiced support for the project’s
proposed scale, and the HPRB approved the general height and massing of most of the site’s
largest buildings at June 2011 meeting.“® The Zoning Commission will consider the Planned Unit
Development (PUD) application in the summer of 2012. Leading up to the Zoning Commission
hearing date, opponents to the project increased their visibility with petitions, yard signs,
websites, and engagement in community meetings.*’



Unlike many LDAs, the Hine agreement sets an annual rental rate paid to the District
government for the south parcel for the office space and market-rate housing at five percent of
the value of the property ($50/floor area ratio (FAR) square foot or $21 million) or about $1
million per year, less community benefits. The office component, also a rarity, provides added
revenues and diversity to the project. The north parcel sets a purchase price for the ground floor
retail of the affordable housing building. While the cost of community benefits has not been
fully enumerated, this rental arrangement could provide the city with an ongoing revenue source.
Despite the payments agreement, the new taxes generated from the project would comprise the
great majority of the city’s new revenues.*

The project will include a substantial number of low income housing units at 60 percent AMI —
29, and a handful — five -- of very low income units at 30 percent AMI in a 34-unit building on
the north side of the parcel. The project will also provide 12 units affordable at 80 percent AMI
in lieu of Inclusionary Zoning for the market-rate residential buildings on site. Along with local
benefits such as plaza space for weekend merchants and a flexible, reconnected C Street, this
project will result in a substantial number of affordable homes at low income levels in a highly
desirable neighborhood next to a Metro station.

Woest End

What began as a rocky start to an Table 4. West End Library & Fire Station
unsolicited proposal resulted in a
strong neighborhood consensus
among most stakeholders. The

developer’s effort to build the West | Parcel Size 1.07 acres in Parcel

End library and fire station and use 37/library .37 acres in Parcel

the air rights for market-rate and 50/fire station

affordable housing succeeded in Office N/A

winning broad approval from Retail 10,300 s f.

community members through Residential 164 units, Square 37

extensive community engagement. _ 52 units, Square 50

After years of discussion, the Affordable Housing 52 units ?t 60% AM_I (51,000

project stands out as the only : : s.), subject to f“”d'f‘g
Other Public Benefits 17,000 - 20,000 s.f. library

public-private library mixed-use
joint development project to
advance in the District of Columbia.
The project will offer new public facilities, including a state-of-the-art library and fire station at
no direct cost to the city, along with new housing, retail, and landmark architecture. The status of
funding for the affordable housing component is still uncertain, but the District has committed
finding a funding source to provide $7 million needed to complete the financing plan for the 52
units above the new fire station, which would all be affordable at 60 percent AMI.

17,600 s.f. fire station
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Synopsis

The West End neighborhood defines the western edge of downtown and is situated blocks north
of Foggy Bottom Metro station and east of Georgetown. Three aging public facilities stand out as
incongruent in this rapidly redeveloping landscape of high-end hotels, offices, and apartment
buildings: a fire station at 23" and M Streets, NW (Square 50), the West End Library at 24™ and
L Streets (Square 37), and next to the library on L Street, a police special operations building at
23" Street, NW. The city first sought to dispose of this land in July 2007, when the D.C. Council
approved emergency legislation to give the site to the developer EastBanc, landowner of a parcel
adjacent to the library.*® Though EastBanc had publicly presented its ideas for the redevelopment
of the parcels earlier that year,*® the community believed the disposition process had proceeded
too quickly with little public input. Several community groups, including three local ANCs,
called on the Council to rescind the disposition and re-open the process for more extensive
community input and competitive bidding.>* In October of 2007, the D.C. Council responded to
concerns by rescinding the initial disposition.*

Restarting the disposition process gave local groups time to convene and generate their
recommendations for the site. Several ANCs and civic groups “held vision sessions, distributed
surveys, and conducted studies” throughout 2008 regarding residents’ ideas for the library.53
Many of these groups came together in March 2008 for a public forum that produced a “wish
list” for the direction of the area’s development, and in a February 2009 statement prior to the
official RFP release, DMPED urged potential developers “to address all stakeholder concerns
and requirements and demonstrate creative ways to incorporate them into their development
plans.”54

After D.C. released the official RFP in July 2009, the city received two development proposals,
one from EastBanc that included plans for reconstruction of both the library and fire station, and
one led by Toll Brothers, Inc. to only rebuild the library with housing above.> Following further
community review and consultation, and having obtained an endorsement from ANC 2A,* the
city again awarded EastBanc rights to redevelop the two parcels.

Opportunities for public participation in the disposition process appear to have had a positive
effect on residents’ attitudes towards the redevelopment. Moreover, the community saw this as
the best opportunity to replace outdated facilities and add amenities. ANC 2A’s endorsement
letter for EastBanc’s proposal declared, “the neighborhood strongly supports the redevelopment
of these sites and is pleased that it has the opportunity to realize state-of-the-art public
facilities.”’

In the deal to build a new library and fire house, the financial structure offers more information
to the public for the community benefit values than is typically available. Table 5 shows the
estimated costs for the project and in-kind payment to the city of $18 million. While the deal
promises to provide the city with a new library and fire station at no direct cost to the District



other than forgoing the land value of the sites, the affordable housing component is contingent on
additional subsidies. In addition to the new public facilities, the deal commits to 52 units of
rental housing affordable at 60 percent AMI on the fire station site. These 52 units were
conditioned on the availability of “project generated tax funds.”® This provision originally
anticipated a financing mechanism of at least $7 million from a PILOT (payment in lieu of taxes
which would divert new property taxes from the site into a subsidy fund)® based on the
anticipated new property tax revenues from the development.

This subsidy from the PILOT would be combined with Low Income Housing Tax Credits of $4.5
million, and the remainder funded through a D.C. Housing Finance Agency bond.®® Since the
District now restricts TIFs and PILOTSs due to the debt cap, the city rejected the PILOT as a
means of financing the project. Much uncertainly has surrounded the commitment to fund the
affordable housing portion of the project due to the expense and city budgetary constraints.
Anticipating the original deal for subsidized housing above the fire station, EastBanc requested
and received relief from an Inclusionary Zoning requirement on the library site.

Table 5. EastBanc'’s Estimate of Financial Contribution for the Library & Fire Station

Sources Current Estimate Notes

Land Purchase (District $20,081,527 $91/floor area ratio (FAR)
Properties) square foot for Square 37
(library site) per LDA
Property Tax Credit (1,000,000) 1st amendment to LDA
Environmental Clean-up Cost (1,000,000) Per current estimate (could be
Credit as high as 1,500,0000 per LDA)
$18,081,527
Uses
Library Hard & Soft Costs $8,926,323 Current cost estimate
Fire Station Hard & Soft Costs $9,037,359 Current cost estimate
$17,963,682
Remaining $117,844 Contingency costs per LDA are
more than this amount

Source: EastBanc W.D.C Partners, “Memorandum to D.C. Zoning Commission Re: Zoning Case 11-12
Analysis of how the Applicant is “absorbing the cost of the library and fire station and if the District is
indirectly paying these costs, in what sense are these public benefits” as requested by Commissioner Cohen,”
January 19, 2012, via D.C. Zoning Commission case search, http://dcoz.dc.gov.

Ironically, while a PILOT cannot be used to pay for affordable housing, future property taxes

will be diverted to pay for a unique maintenance fund for the public facilities. The maintenance
fund is considered a community benefit sought by the neighbors. This diversion of taxes will be
85 percent of transfer and recordation taxes from the units and amount to roughly $200,000 per
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year in perpetuity. The remaining 15 percent transfer and recordation taxes will continue to be
dedicated to the Housing Production Trust Fund (though recent D.C. budgets have diverted
revenues from this fund). This diversion of future taxes from the site is only allowed because it
occurs outside the four year window that the CFO evaluates for fiscal impacts, unlike the PILOT
proposed for affordable housing. The diversion of taxes would start after construction is
complete.”* The CFO estimates the tax diversion will be $8.5 million over 20 years but warns
that there is no sunset provision, so the diversion will occur indefinitely. In creating this unique
maintenance fund through diversion of taxes from the site, the city is reducing the revenues
flowing from the project into the District’s general fund.

At the January 5, 2012 Zoning Commission hearing, speakers raised concerns about exempting
the project from providing Inclusionary Zoning (below market) units, whether the developer
would be fairly compensating the city for the development rights, and why an outside subsidy
would be needed for the affordable housing component rather than be paid for through revenues
from the new market-rate development. EastBanc contends it is providing the full value of the
sites in-kind by building a new library and fire station, and that there is no additional land value
to subsidize the affordable housing. In a post-hearing statement, EastBanc stated that the District
“asked for between $27 and $30 million of public development in exchange for approximately
$20 million of land value.” Market and appraised values are often different, and in the case of
the fire station, EastBanc argues a fire station has special costs and impacts associated with it
that make it worth much less than the $17 million appraised value for a site absent a fire station.
EastBanc also believes it should be credited for the cost savings it can offer the city in
constructing the library, estimating that it can build the library for $9 million, $6 million less
than the average $15 million cost of the District’s new libraries.®

In the Zoning Commission hearing, D.C. Office of Planning staff cited the library and fire station
as “two significant public benefits and concludes that their combined provision is commensurate
with the flexibility requested to height and density and other areas.” This assessment meant that
Office of Planning would not oppose relief from Inclusionary Zoning requirements. While the
gap between the appraised value and the in-kind construction of public facilities remains an issue
for skeptics of the deal, the project documents offer more information about the cost of the
public benefits than most other public land deals. In the end, there is broad support for the
disposition that provides new community facilities through value leveraged from the site, new
complementary private uses, and new property tax revenues. However, one opponent, the West
End Library Advisory Group, created by the Ralph Nader-funded Library Renaissance Library
Project, filed a legal motion challenging the Zoning Commission’s approval of the project on
May 21, 2012. This action will cause some amount of delay and cost to the project.

The struggle to fund the affordable housing for the site is due not just to the other public benefits
being provided but also to the high costs of the building. In future deals seeking affordable
housing, experienced affordable housing developers might be able to design and build a more
affordable product as part of a public land disposition.



Southwest Waterfront

After years of anticipation, a major project of  Table 6. Southwest Waterfront — “The Wharf™
the Anacostia Waterfront Initiative is moving
toward final approvals and construction. This
large scale waterfront redevelopment,

renamed “The Wharf,” will produce 150 to Parcel Size 26.6 acres

220 units of very affordable housing in a Office 375,000 - 1,075,000 s.f.
high-end, mixed-use, multi-phase project. Retail 222,000 - 479,000 s.f.
While representing about 15 percent of the Residential 1,080,000 - 1,875,000 s.f.
total new units, this is still just half of the 30 1,200 - 1,500 units
percent originally committed to in the Hotel 400,000 — 500,000 s f.

competitive RFP process and required in the | Affordable Housing | Minimum of 150 units or 160,000
s.f., split between 30% AMI and
60% AMI; 15% of total residential
units (~220 units planned)

original law establishing the Anacostia
Waterfront Corporation. While the project
will supply many new affordable homes for

. . Other Public 85,000 - 105,000 s.f.
Q.C. housc.ehold.s earning 39 percent AMI in a Benefits Performing arts space
vibrant, mixed-income environment, the Public parks
original requirements would have provided $1 million to workforce
even more. intermediary
. CBE & local hiring
Synopsis Streetcar tracks

The redevelopment of the Southwest

waterfront is one of the city’s largest public land dispositions. The city’s extensive effort to
refurbish long-underutilized parcels of land along the waterfront parallels that of many other
cities which have created inviting destinations along their riverfronts. The Southwest Waterfront
project, led by local developer PN Hoffman, is currently a $2 billion development that will
provide significant retail, office, and residential space and aims to create a signature waterfront
destination along the Washington Channel for residents and tourists within close proximity of the
National Mall. The 26 acre waterfront site is also within walking distance of the Waterfront and
L’Enfant Metro stations.

The complexity and size of the Southwest Waterfront development makes it unique in many
ways but provides some lessons for future dispositions. Consolidating interspersed private
development parcels with the larger public parcels posed an extra challenge for the project.®® The
amount of public infrastructure to be provided for the area’s redevelopment is also substantial,
evidenced by one of the largest subsidies in D.C. history — the $92 million land value and a $198
million in TIF/PILOT debt to pay for the infrastructure and other related costs.®*

In the early 2000s, NCRC looked to target the Anacostia waterfront for redevelopment.®® In
2004, the city transferred jurisdiction over riverfront redevelopment with the creation of the
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Anacostia Waterfront Corporation (AWC). AWC was directed to focus not just on economic
revitalization but also environmental remediation, substantial affordable housing creation, and
increased employment opportunities for D.C. residents as a part of a major Anacostia Waterfront
Initiative planning effort.®® When the AWC and NCRC were disbanded in 2007, and their land
portfolios were subsumed within DMPED. The legislation which moved AWC lands under
DMPED’s purview retained the original community benefit requirements for AWC properties,
including the condition to set aside 30 percent of residential units as affordable housing, split
between 30 percent and 60 percent AMI.%” Stormwater management and employment standards
were also retained.®

The original 2006 proposal from the developer, PN Hoffman, committed to the affordable
housing component as part of the nearly 1,000 residential units to be constructed on the site, with
affordable units set in terms of 231,000 square feet or over 200 units.®® While the total number of
residential units dropped steadily over the next several years, the commitment to the affordable
housing was maintained at 30 percent of total units. However, in late 2010, PN Hoffman
informed the city that residential real estate was recovering more robustly than commercial in the
wake of the 2008 financial crisis. Therefore, it wished to replace some proposed office space
with more residential units.”® According to PN Hoffman, to do so would require limiting the
affordable unit requirements to the first 500 units. The D.C. Council introduced legislation to
accommodate this request, and despite the objections of affordable housing advocates, the D.C.
Council approved the cap on affordable housing, requiring a minimum of 150 units and 160,000
square feet.

As part of the reduction in affordable housing, the developer promoted the idea of adding a new
category of “workforce housing,” for households earning 100-120 percent AMI. The new
provision requires 20 percent set aside for 100-120 percent AMI households for all housing units
over the first 500. Given that D.C.’s median income is 66 percent of the Washington, D.C.
metropolitan area’s median income (which was $106,100 for a family of four in 2011); the
developer’s proposal would mean those units would be priced far above what most D.C. working
households could afford. Regardless, the D.C. Council embraced the last minute proposal and
incorporated it into the revised land development agreement. The action did not allow for a
detailed discussion about what constitutes housing need and affordability for D.C. residents.



Tenley Library/Janney Elementary School and Benning Library

Though situated on opposite ends of Table 7. Tenley Library/Janney Elementary School

the District, the Tenley/Friendship

went through contentious Parcel Size 3.63 acres (3.28 acres school
redevelopment processes that failed and grounds, 0.34 acre library
to result in mixed-use libraries or parcel)

affordable housing. Under the best Office N/A

of circumstances, a mixed-use Retail 1,700 s.f.

approach faces many hurdles, but Residential 174 units

the initial conditions in these cases Affordable Housing 53 units, split between 30%

and 60% AMI

2004, DCPL closed these branch Other Public Benefits 20,000 s.f. I|br§ry _
School modernization,

libraries. It cancelled the . .

) expansion and new playing
construction contracts, and then fields
entertained mixed-use proposals. In
addition to the original mistake by DCPL of closing libraries, the failure of city agencies to work
together, to have a well-structured public process, or to methodically evaluate the alternatives
doomed opportunities for mixed-use projects and additional community benefits.

were even more challenging. In

Synopsis

Both neighborhood libraries, along with the Shaw and Anacostia branches, were closed at the
end of 2004 in preparation for reconstruction. In 2004, DCPL awarded a $20 million contract to
Hess Construction Company to rebuild all four libraries. However, anticipating
recommendations from a mayoral task force on D.C. libraries and determining that Hess’s
designs would not meet national or task force’s standards, DCPL terminated the contract, having
already spent $3 million.” This was the first complication in what became a protracted
redevelopment process for these facilities. At various times and to varying degrees, city officials
considered the concept of redeveloping the Benning and Tenley libraries as mixed-use facilities,
pairing the new libraries with residential units, including affordable housing and possibly retail.
Because various individuals and groups in both communities expressed strong resistance to these
proposals, in the end only single-use libraries were built on the sites, missing opportunities to
include new mixed-income housing near a Metro station and save the city millions of dollars.

For Tenleytown, local developer Roadside Development offered an unsolicited proposal in 2005
for a mixed-use library combined with school renovations for the adjacent Janney Elementary
School.”® A local community group, Ward 3 Vision, picked up the idea and urged DCPL and
DMPED to solicit bids for a mixed-use library combined with accelerated school improvements
rather than simply replacing the single-use library. The high value site faces the Tenleytown
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Metro station and a commercial hub on Wisconsin Avenue. The site was a rare opportunity for
affordable housing in this affluent part of the District of Columbia.

Initially, parents representing the school through the Janney School Improvement Team (SIT)
supported a public-private partnership that would simultaneously redevelop the library site while
expediting renewal of Janney’s outdated facilities.” The joint library-school renovation proposal
would free-up playground space by removing portable classrooms and a parking lot, through
building shared underground parking.™ After releasing an RFP in October 2007, DMPED
modified the original RFP in early 2008. The revised request specified that residential units
could not be built directly over the library. To accommodate residential under this restriction, the
resulting designs would have taken portions of outdoor play space.” This debilitating change
appears to have been predicated on a desire to allow the library construction to proceed
independent of other elements of the project and prompted the SIT to object to the loss of the
play space. Frustration with the process grew with parents worried about the impact on the
school and residents weary of waiting for a new, permanent library. Some residents expressed
their frustration by protesting the July 2008 news conference announcing the city’s selection of
LCOR as the site’s developer.”

The plan continued to lose support from the school
community and city officials. Councilmembers
Mary Cheh and Kwan_1e Brown §ent a letter ir_1 late o s (b e et bt e, il
October 2008 expressing their view that the library . 1.0 1.4 quite a lot of entrenched

should be built as a single-use facility separate opposition.”

from any mixed-use plans on the site.”” Due to

continued delays and mounting community AU [N )
pressure, the DCPL Board in late 2008 unilaterally Former SIT member & Ward 3 Vision activist.
declared that it would construct the originally

planned single-use facility at the site.”® Deputy Mayor Neil Albert continued to push for dialogue
between the city, LCOR, and community groups and indicated that LCOR would be open to
amending its plans to respond to resident feedback. For example, in a letter to Councilmembers
Cheh and Brown in January 2009, Albert indicated that LCOR was addressing the Janney SIT’s
concerns regarding green space, modifying designs so that Janney would see “a net gain of 300
square feet of green space at the school.””® Eventually, Albert and Mayor Fenty acquiesced to the
DCPL’s decision to construct a single-use library. In March 2009, Mayor Fenty announced that
the school and library construction would proceed without a housing component, though one
could be added in the future.?’ This change meant the city would forgo the five million dollars in
savings on library construction that the mixed-use deal would have provided.

“The [school and library] agencies had no
interest in combining land and resources. ..

Despite cancellation of the mixed-use public-private project and the loss of the prepaid ground
lease for the school improvements, the administration nonetheless moved capital funds from
other schools to be able to do a full modernization and expansion for Janney. This put both
construction projects ahead of schedule. The accelerated pace was originally justified only
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because the funding stream from the public-private partnership would have freed up city funds
for other schools. While Janney had severe crowding and building condition needs, other schools
faced significant needs too. With the elimination of the benefits of the funding stream to the city
from the joint-development, moving forward with an accelerated free-standing modernization of
Janney represented a shift in public funding priorities. The high costs of the Janney
modernization and expansion increased inequitable school expenditures and contributed to the
disproportionate share of school modernization funds spent in Ward 3 public schools over the
last decade.®* The public-private partnership model proposed for this renovation would have
offered a more equitable way to meet the needs of the in-demand school while not shifting
resources away from less affluent areas.

A new, stand-alone Tenley/Friendship library opened in 2011. DPMED paid for the
incorporation of $1 million worth of structural supports to allow housing to be constructed next
to and partially above the library in the future, but many doubt such an addition will be feasible
or offer much affordability.

The Benning Road library site is about half a mile from the Minnesota Avenue and Benning
Road Metro stations in the far Northeast corner of the District. The site is just east of the busy
Minnesota Avenue and Benning Road intersection and what is often called “Downtown Ward 7,”
a prime area for mixed-use development and a range of services. For the Benning Road Library,
frustration with the several-year closure of the library fueled residents’ skepticism of the idea of
a mixed-use building from the beginning.

DCPL closed the library in 2004 but did

. . “A multiuse library could have been the hub of
not provide temporary bookmobiles

learning, the arts and community life. This could be a

until Sept_ember of 2006. The meeting place for the creative energy of various
bookmobiles, however, were seen as groups of people. This is especially important in an
inadequate replacements since they underserved area where there’s so much fear within

could not serve as meeting spaces, had the community.”
shorter hours, and were placed in less

) ) Wanda Aikens
accessible locations.®? After more

Longtime Ward 7 resident, artist, arts educator and

delays due to conflicts with Pepco, the activist. She imagined that a new mixed-use library
electric utility, DCPL opened a could combine arts space, artist housing, a café,
spacious full-service, but temporary, bookstore, or maybe even a museum.

indoor facility in July 2007. This came
a full two years after the D.C. Council provided the funding for the temporary facility.®®

By that time, some residents’ frustration with the reconstruction process had reached the point
that they filed a lawsuit against the city, seeking to block the demolition of the old library and
force investigation of renovation options.®* Though the courts eventually allowed the demolition
of the library, a judge also found that the city had not adequately involved or informed the ANC

in the planning process for the library’s reconstruction.®

A
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Amid this environment of community frustration, the city considered mixed-use redevelopment
options at multiple points in the process, but none of the proposals gained broad community
support. In the fall of 2006, the Marshall Heights Community Development Organization
(MHCDO) partnered with the city to convene community meetings to discuss plans to develop
artist housing and studio space above a rebuilt library that would combine MHCDO land as well.
Early on, the idea garnered significant resistance at public forums.*® Given that the library had
been closed, many community members simply wanted their library rebuilt and were skeptical
about how a mixed-use facility would work. Some suggested that artist housing would attract
pedophiles to the library. Another skeptic was the Ralph Nader-funded Library Renaissance
Project, a citywide group that worked to oppose the mixed-use idea. Despite visible support from
long time community members who were local artists, the proposal did not advance. Then-CEO
of MHCDO Carrie Thornhill said that frustration over the situation and the efforts of the outside
group resulted in one of the ugliest community processes she had ever witnessed. She said the

contentious environment eliminated the opportunity for a community discussion about the idea.?’

Later in 2008, developer City Interests LLC proposed moving the library to the adjoining parcel,
expanding its size, and including it in a larger development they were planning nearby. This idea
found some local support from ANC members and Yvette Alexander, the Ward 7
Councilmember.?® However, by that time, DCPL officials were wary of accepting any
redevelopment that further delayed opening a new facility.®® Eventually, the city turned down
City Interests’ offer, and DCPL proceeded with its own library design. In April 2010, almost
five and a half years after closing the Benning Library, DCPL opened a new single-use facility,
renamed the Dorothy I. Height/Benning Neighborhood Library in honor of the civil rights leader.

Oyster Elementary School

Although the Oyster School reconstruction ~ 1able 8. Oyster Elementary School

process largely predates the 2000s when the _
city had reached a new status in fiscal

- Parcel Size 1.67 acres
stability, the ca§e offers an examplg of a Office N/A
successful public-private partnership Retail N/A
process.”® One of the elements of success for | Residential 211 units
this effort was that the origin of the proposal | Affordable Housing None _
for a joint development project emanated Other Public Benefits éO,hOOC: S.f.(;lbra}ryt_

. Ccnhool modaernization,

from the school community not the expansion and new
government and or a developer. Second, a playing fields

non-profit organization acted as a

community intermediary, which bridged the gap between parties that were not necessarily well
equipped to communicate with each other. The intermediary also worked effectively with the
government and the private developer, and used foundation grant money to hire leading real
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estate development consultants to assess the feasibility of the school community’s proposals
before any developers were involved, and negotiated the deal with the city and private developer.

Synopsis

Despite the academic success of the Oyster Bilingual Elementary school, the school’s failing
building could have led to its closure. During the 1990s, no funds were available for capital
rehabilitation of aging schools. This period coincided with the District’s deep financial problems
and the operation of a Congressionally-appointed financial control board from 1995-2001. In the
midst of these challenges, parents, the principal, and neighborhood residents worked to identify
an alternative funding source to fix the building. In a multi-year process, the community
developed a public-private partnership that would divide the school property in half, build the
new school on one half, and capture funding by granting the rights to a private developer to build
a new apartment building on the other half. The school community along with a parent-founded
non-profit, the 21st Century School Fund, worked with school and city officials to assess the
school’s needs beginning in 1992 and create a vision and strategy for a new Oyster school
building. The school community used the 21% Century School Fund as the non-profit
intermediary to negotiate the deal with the D.C. Public School Board (DCPS), other government
entities, and the private developer. The 21* Century School Fund, founded by Oyster School
parent Mary Filardo, helped the school community drive the process which included conducting
independent real estate feasibility assessments and hiring an experienced development company
to represent them in negotiations with DCPS and LCOR.**

Filardo asked the city if it wished to include affordable housing in the new residential building
and met with the Housing Finance Agency (HFA) about its willingness to finance the housing
portion of the project. She found that HFA officials were interested and included this in the RFP
that went to developers. However, developers responded that HFA financing was too
cumbersome, and the city itself sought no affordable housing benefits from the site.

Developer responses were weak, in large part because of the city’s financial and market
conditions at the time, and the first RFP attracted no qualified bids. The second time, three
qualified bidders responded, and in the end, the combination of the value of the site and future
property taxes from the new residential high-rise (211 units) were projected to generate enough
funding to pay for school improvements as part of the deal.

Some criticized the loss of outdoor space, but a portion of that space had been used as a de facto
staff parking lot. The incorporation of structured parking, the first in a school project in the city,
limited the loss of outdoor play space and when combined with the placement of the new school
on the site, resulted in a better configuration for the play area.*
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Practices in Other Jurisdictions

Hollywood Library - Portland, Oregon

The Hollywood Library is Table 9. Hollywood Library

generally considered a trailblazer [Portland, OR (opened 2002) |
for mixed-use libraries and a first Parcel Size 0.69 acres

of its kind development in that it Office n/a

incorporates a café, along with get‘?‘y — 2#5;;-5 ST

r?SIden“al units abov_e the . . A(le"fstl)rggbllae Housing 19 units @ (’50% AMI

library. The community built this  I"Gtner public Benefits 13,000 s f, library

mixed-use facility under the
leadership of Ginnie Cooper,
who later became chief librarian for D.C.% Opened in 2002, this site blends a 13,000 square foot
library and a small coffee shop on the first floor with 47 rental units above.** The project is
located only five blocks from a Portland Metro light rail station. Of the residential units, 40
percent are reserved for households earning up to 60 percent of AMI. In 2005, this location was
the busiest branch library in the county. Multnomah County Library’s June Mikkelsen said
“mixed-use has worked well. Noise is not a problem in the library and safety is enhanced by the
presence of residents who naturally keep an eye on things.”®

The development of the library as a mixed-use facility was not without its difficulties. The
process of designing the site for mixed-use extended the development and construction timeline
by two years.” The Hollywood Library’s initial design also faced opposition from neighbors
who successfully lobbied to lower the building’s height by one story.”” Additionally, developers
had to contend with the higher costs imposed by the standards of design public officials expected
for a public facility. A manager for the site’s construction firm noted that architects plan civic
facilities to last 100 years, far longer than a typical stand-alone residential project.”® These issues
prompted concerns from local residents about the costs of pursuing such a design and whether
this warranted the additional public resources.*® Despite these challenges, the mixed-use design
prevailed and has been viewed as a success since opening day.

The experience in Portland offers several lessons. Officials engaged the community early on in
meetings through 1997 and 1998 regarding where to locate the new library. They conducted a
preliminary study in 1999 to confirm that a mixed-use development would work on the site.’®° A
resolution by the Multnomah Board of County Commissioners in May of 1999 required the
consideration of mixed-use developments in the disposition of public lands,*** and this
commitment to a mixed-use project required the coordination of several government agencies,
including the county library and city planning departments. This early cooperation between
government bodies well prior to a specific mixed-use proposal likely paid off when delays in the
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process led to constituent criticism of the plan and questions of its worth. The commitment of
multiple government agencies helped in addressing community input and carrying the project to
completion. Such cooperation stands in contrast to the lack of internal agreement and
coordination among D.C. agencies during the Tenley and Benning Library rebuilding processes.

Arlington Mill Community Center - Arlington, Virginia

The Arlington Mill Community
Center is currently under
construction in the Columbia Pike

Table 10. Arlington Mill Community Center

neighborhood of Arlington with Parcel Size 1.90 acres

122 units of affordable housing on Office N/A

the same site as a five-floor, 66,000 Retail 1,500 s.f.
102 Residential 122 units

square foot community center.
The county acquired the site as part
of a strategy to preserve affordable

Affordable Housing

121 affordable units:
e 13 at 40% AMI and for
those in Arlington Co.’s

Supportive Housing
program
e 13 at @ 50% AMI
e 95 at @ 60% AMI
55,500 s.f. community center
8,700 s.f. gym

housing, provide new services and
spark revitalization for the
Columbia Pike corridor.

The development of this mixed-use Other Public Benefits

project is 15 years in the making,
the result of an extensive planning
process that began in 1996. That year the county acquired a former Safeway grocery store, which
it renovated for a temporary community center. At the same time, planning began for the site’s
future redevelopment into “a central hub of civic activity” and “an anchor for Columbia Pike.”'%®
By early 2002, the county had formed a work team that, along with the architecture firm, began a
series of charrettes and forums with local residents.'® Throughout 2002, the community actively
participated in developing proposals and choosing among preliminary designs to help direct the
county’s vision for the center. This input, along with follow-up work by a steering committee,
led to the RFP for the site in the spring of 2007, which called for a mixed-use facility that would
include the community center, 3,000 to 5,000 square feet of retail, and 200-250 residential
units.!%°

In July of 2007, the county selected Public Private Alliances, LLC (PPA) as the developer,®
based on plans for a 48,000 square foot community center and 192 units of housing with a third
of housing set aside as affordable. Unfortunately, the effects of the 2008 recession hampered
PPA’s efforts to obtain financing for the market-rate portion of the project, and development
stalled in 2009.1%" By this point, the old community center had been closed for several months,
and services had been moved to other locations, leaving the county to debate whether to reopen
the old center or wait for the project to be revived. The county decided on an alternative
approach. Since the county had financed part of the project with bonds approved in 2006, the
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county had the resources to keep part of the construction moving forward. In September 2010,
following further community outreach and feedback, the County Board approved a plan that
separated the community center and residential portions of the project. The county took on sole
responsibility for the community center development, which minimized the delay in recreating a
centralized community space. At the same time, the county remained focused on obtaining a
separate developer for the housing portion of the site and mandated that any eventual proposal
match the affordable unit total of PPA’s original design.108 In 2010, the county came to an
agreement with the Arlington Partnership for Affordable Housing to construct a 122-unit
affordable rental housing development, with all but one of the units affordable to those earning at
or below 60, 50, and 40 percent AMI.**® The units would be “family sized” with 80 percent of
them two and three bedrooms. In addition, the project sets aside the 40 percent AMI units for
clients of Arlington County’s Supportive Housing program.™® Construction is proceeding, and
both the community center and residential portions are slated to open by the end of 2013.***

The Arlington Mill project suffered setbacks due to the economy and will not include market-
rate units but will ultimately deliver 122 affordable units. The project will provide a high level of
public benefit — affordable housing at very low income levels with largely family-sized units,
along with supportive housing, and a new community center. The effort demonstrated it is
feasible to accomplish these goals in a public-private partnership with extensive community
input and some patience. The revision of the project into two parts — first construction of the
community center, and later the housing, shows adaptability to economic conditions. Today, the
project is recognized by Arlington housing advocates as an example of “public land for public
good,” a policy proposed by a local civic group.**?
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Conclusion: The Potential for D.C.’s Public Land to
Address Residents’ Needs

Over the last decade, D.C. has produced hundreds of affordable housing units through impressive
redevelopment initiatives on public lands. Beginning in the early 2000s, the District worked to
integrate very low and extremely low income housing into market-rate developments on public
land in emerging neighborhoods. The District government has used the land disposition and
development process to help reenergize blocks and neighborhoods that had languished for years
with little investment. The city also attempted to leverage land and other resources to create
mixed-use facilities out of library and school reconstructions, though with limited success.

In some cases, such as the Columbia Heights parcels and City Vista at the edge of downtown, the
public land projects supported and catalyzed an emerging real estate market, and in others, such
as Hine School at Eastern Market and the West End Library, the projects capitalized on the value
of a mature market. However, in other cases, such as the Benning and Tenley library
replacements, the city attempted but failed to achieve mixed-use development with affordable
housing. While the need for affordable housing is great for residents throughout the city, public
land redevelopment in affluent neighborhoods is likely to offer some of the only opportunities to
provide housing affordable to households at or below 60 percent AMI ($57,300 for a family of
three).

Affordable housing has been a prominent component in many of the city’s projects and can be in
the future. Successful public land deals require that D.C. government agencies, community, non-
profit, and private sector interests all work collaboratively to create a vision, plan a design, and
agree on a schedule for implementation.**® Early and systematic community involvement is a
key component to successful public land development efforts, but the current practice has varied
widely. Accounting for both local and citywide needs has also been a challenge. Affordable
housing (a citywide need) in projects in the most affluent neighborhoods such as Tenleytown and
Georgetown (Hurt Home) have been significantly diminished or eliminated. In contrast, projects
in other parts of the city have produced substantial numbers of affordable units. However, the
future production of units at 30 percent AMI, where the greatest need is, remains unclear.

If the affordable component (at 60 percent AMI) for the West End deal is funded, it will stand
out as an important contribution to providing affordable housing opportunities in a highly
desirable and accessible Northwest neighborhood. However, the high costs and difficultly in
funding the affordable component of the West End project points to the need for an elevated role
for experienced affordable housing developers to help design and build more feasible projects.

Accounting for the value of public benefits, especially affordable housing, in exchange for a
discounted purchase price or ground lease has been unclear. Transparent and detailed evaluations
of the public benefits from land dispositions would build public confidence in the process and
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enable affordable housing providers to contribute more to finding feasible solutions to cost
challenges. While the District has implemented many successful projects, much more
opportunity remains to increase the public benefits that can be leveraged from public land.
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APPENDIX A:

Detailed Public Land Development Process in
Woashington, D.C.

The process of disposing of public land in D.C. begins with its categorization as surplus. D.C.
code places the primary power in the Mayor to declare a public land parcel as surplus. Three
offices — the Department of Real Estate Services (DRES), the Office of the City Administrator
(OCA), and the Deputy Mayor for Planning and Economic Development (DMPED) - review
District properties to investigate whether vacant or underused public land can be utilized for
other purposes by city agencies and in the case of school buildings, charter schools. If no suitable
uses are found, and if the D.C. Council confirms such a determination, then the parcel is
officially deemed surplus and made available for disposition.

DMPED is then responsible for soliciting offers to develop the parcel and does so via a request
for proposal (RFP). This RFP describes the parcel of land available and stipulates any public
benefits that the city expects to be accommodated within site plans. Once the proposals are
received, they are reviewed by DMPED, and a proposal selected. The winning proposal is
presented to the D.C. Council, which conducts its own review of the disposition and votes on a
resolution to approve of the property disposal. Their assessment includes a review of fiscal
impact statements from the Office of the Chief Financial Officer (CFO) verifying that the
disposition will not negatively impact District budget for a four year period. Additionally, the
council reviews valuations of the land via tax assessments or property appraisals and testimony
submitted by the developer and other affected parties.

The CFO has the longest-standing record of reviewing dispositions. D.C. law requires that any
new legislation include an “estimate of the costs” to the city for the four fiscal years following
enactment of the law.114 The CFO conducts these reviews to provide an accounting of the effect
of legislation on District revenues and in particular any reductions in revenues. Though
disposition legislation must be reviewed through this process, the CFO is charged only with
identifying the negative impacts and therefore does not offer a full picture of the financial
impacts and benefits.

The CFO’s review of the dispositions is particularly important because the costs and benefits of
the deals are not reflected as normal budgeted expenditures in the city’s annual budgets. In the
fiscal impact review, the CFO’s office assumes that any public land is revenue producing from
the point of privatization over the course of the next four and sometimes more years. If a parcel
of public land is to be privatized, the city’s revenue estimates will include these new revenues
from the taxes to be generated. The city’s revenue estimates are the basis for the budgeted
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expenditures. A fiscal impact statement evaluates a property disposition, as advice to the Council
without impact of law, to determine if it will have any negative impact on revenues projected to
be included in the general fund. If the property disposition calls for the reduction of any future
taxes, it is considered to be a loss to the general fund. If the loss to the general fund is larger than
the taxes to be generated, the result is a negative fiscal impact statement, and the Council must
budget an expenditure equal to the loss. It is important to note that the fiscal impact statement
does not evaluate the potential cost saving benefits generated by these expenditures. In addition,
the city does not include the change in the value of its public land in its budgets since it is an
asset that does not actively generate annual revenue. While fiscal impact statements for
dispositions almost always include either a tax assessment or land value appraisal, city budgets
do not incorporate these amounts. Thus, when such land is sold, it does not appear in city
budgets as an asset “loss,” nor are the community benefits accounted for as a gain in assets in the
budget. The Office of the CFO has listed “land price subsidy” from land dispositions in its 2010
and 2011 reports on how economic development incentives are allocated. According to the
Office of the Chief Financial Officer, the seven public land dispositions in 2010 were
documented as providing a land price subsidy of $0 as the value of the benefits or conditions of
the property were determined to be greater than the purchase price or lease value.115

It is common for disposition statements to indicate that the sale price or lease value should reflect
the land value minus any public benefits. However, the exact value of public benefits is rarely
enumerated.116 Though assets such as the value of new construction (e.g., libraries) are
occasionally given concrete values, affordable housing is not. Thus, the CFO does not fully
calculate whether the benefits received are reflected in the negotiated sales price and deal
structure with the developer.

If approved by the Council, the developer and the city then conclude a land disposition and
development agreement (LDA), which codifies the terms agreed upon between the city and the
developer. This includes deadlines for beginning construction and the specification of any
required public benefits. Some of these benefits are relatively standard for all projects. For
instance, D.C. code requires all public land dispositions to include a First Source agreement,
wherein the developer agrees to make a meaningful effort to hire District residents for at least 51
percent of their workforce.117 Dispositions also include a certified business enterprise agreement
or CBE agreement. CBEs are businesses certified by the District as small, local, or
disadvantaged. Starting in 2005, D.C. obligated construction projects that involved city funding
to set aside 35 percent of contract dollar volume for CBEs.118 In addition, a 2009 bill specified
that 20 percent of both equity and development participation must go to CBEs “in all
development projects supported by District funds and in all development projects that take place
on District-owned property.”11° These requirements were further codified for dispositions in the
District Land Disposition Amendment Act of 2009, which stipulated the aforementioned
contract, equity, and development minimum set asides for all District public land dispositions.120
Apart from these generally expected benefits are additional benefits particular to the proposal,
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such as affordable housing set asides, infrastructure improvements, etc. While affordable housing
is usually a part of a residential development, it is not required by law other than former AWC
lands.

Following selection, the project may have to move through several other approvals, depending
on the site’s location and the scale of construction the developer wishes to pursue. Should the
site lie in a Historic District, then the Historic Preservation Review Board (HPRB), which
decides whether new construction is consistent and compatible with the historic character of that
particular area, must first review and approve plans. Additionally, the proposal may seek to
obtain increased density and to build beyond the matter-of-right limitations of the site’s current
zoning. If so, the development applies to either the Board of Zoning Adjustment (BZA), or, for
major changes, the project would be proposed as a Planned Unit Development (PUD) which is
reviewed by the D.C. Zoning Commission. The Commission reviews the proposal to assess the
merit of the added value of the amenities of the project related to the Comprehensive Plan and
compared to what would be possible under matter-of-right zoning. Once the development has
received approval through these processes, it is ready to obtain financing and permits and begin
construction.

Throughout all these stages, the developers also meet with local community groups to hear their
thoughts and concerns about the project. A substantial part of the public engagement process
involves the developer seeking support from the relevant Advisory Neighborhood Commission
(ANC). The ANCs are the most local level of elected representation in the District. While they
do not have official statutory powers, their views are meant to carry “great weight” in decisions
made by D.C. agencies.12t Unless a developer has sufficient support from community groups or
individuals, it may be difficult to obtain approval from the appropriate District authorities.

The most recent modifications to the disposition process were in 2009, via two D.C. Council
acts. Councilmember Kwame Brown introduced the first of these in March 2009, the District
Land Disposition Amendment Act of 2009 signed into law in August of that year. This act
required the Mayor’s office to submit to the Council additional documentation regarding
disposition approvals. The primary piece of newly required information was a financial analysis
“of the economic factors that were considered in proposing the disposition of the real
property.”122 The analysis must substantiate the disposition process proposed by the Mayor,
demonstrating that “competition was maximized,” that the balance of benefits and costs to the
District were properly weighed, and that the Mayor’s office determined that the disposition
brings the maximum overall benefit to the District compared to other options for the land.123

The second recent change to the disposition process came from the Public Land Surplus
Standards Amendments Act of 2009. Introduced by Councilmember Harry Thomas, Jr. in
January 2009, the bill became law a year later. Under this statute, the Mayor must now bring the
disposition proposal to the D.C. Council in two parts: first to approve the determination by the
Mayor that the land is surplus; and second, to approve the proposed disposition.124 The act also
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mandates a public meeting be held to allow public comment on the proposed surplus
determination before the Mayor requests the council’s approval.12s Further, the act states that the
Department of Real Estate Services shall compile a comprehensive database of District property
and submit it to the Council every three years and shall make the database available to the
public.126 Finally, the legislation calls for the formation of a District Facilities Planning Advisory
Committee, which is meant to review public lands and provide advice to the Mayor regarding
how that land should be treated.12” As of the publication of this report, it appears that neither the
requirements for a public database nor the formation of a committee have been met.

APPENDIX B: 2008-201 | Land Disposition Agreements

See: http://www.smartergrowth.net/anx/ass/library/11/appendix-b-dc-2008-2011-land-
dispositions 6-1-12-fnl-complete-.pdf



http://www.smartergrowth.net/anx/ass/library/11/appendix-b-dc-2008-2011-land-dispositions_6-1-12-fnl-complete-.pdf
http://www.smartergrowth.net/anx/ass/library/11/appendix-b-dc-2008-2011-land-dispositions_6-1-12-fnl-complete-.pdf
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Glossary of Acronyms

ANC - Advisory Neighborhood Commission - the most local level of elected representation in the
District; does not have official statutory powers, but their views are meant to carry “great weight” in
decisions made by D.C. agencies.

AMI — Area Median Income — categorizes and defines household income and is used to set eligibility
thresholds. Each year, the US Department of Housing and Urban Development (HUD) calculates a
median income for the Washington, D.C. metropolitan area. For 2011, the AMI for the DC-Virginia-
Maryland metropolitan area was $106,100 for a four-person household. Low income, as defined by
HUD, is calculated as a household making 80 percent AMI or below. A four-person household
earning 80% AMI would equate to $67,600; 50 percent to $53,050; and 30 percent to $31,850.

AWC - Anacostia Waterfront Corporation, 2004 — 2008: quasi-D.C. governmental land development
organization similar to NCRC but with a particular focus on the land bordering the Anacostia River;
along with economic revitalization, the AWC sought to produce a significant share of affordable
housing in new development, restore the water quality of the river and to direct a share of investment
and jobs generated by AWC land development to Ward 8 residents.

CBE - Certified Business Enterprise — businesses certified by the District as small, local, or
disadvantaged. Construction projects that involve city funding are required to set aside 35 percent of
contract dollar volume for CBEs.

CFO - Chief Financial Officer and Office of the Chief Financial Officer (OCFO) — an independent
office that provides oversight and direct supervision of the financial and budgetary functions of the
District government. Duties include forecasting revenue for the District government, developing
fiscal impact statements for proposed legislation, performing tax expenditure analysis, and providing
advice on economic development matters.

CSG — Coalition for Smarter Growth - the leading non-profit organization addressing where and how
the Washington region grows, partnering with communities in planning for the future, and offering
solutions to the interconnected challenges of housing, transportation, energy and the environment.

DCFPI - D.C. Fiscal Policy Institute - conducts research and public education on budget and tax
issues in the District of Columbia, with a particular emphasis on issues that affect low- and moderate-
income residents.

DCOP or OP - D.C. Office of Planning - guides development of the District of Columbia, including
the preservation and revitalization of distinctive neighborhoods, by informing decisions, advancing
strategic goals, encouraging the highest quality outcomes, and engaging all communities.

DCPL — D.C. Public Library
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DHCD - Department of Housing and Community Development — D.C. government agency charged
with creating and preserving opportunities for affordable housing and economic development and
revitalizing underserved communities in the District of Columbia.

DMPED - Office of the Deputy Mayor for Planning and Economical Development - charged with
executing the Mayor’s economic development strategy which encourages growth and investments
across the District.

DRES — Department of Real Estate Services - manages the District's owned and leased real estate
assets in support of D.C. agency clients and D.C. residents.

FAR — Floor Area Ratio — figure that expresses the total gross floor area as a multiple of the area of
the lot; this figure is determined by dividing the gross floor area of all buildings on a lot by the area
of that lot

GFA - Gross Floor Area — the total floor area inside the building envelope, including external walls,
and excluding the roof

HPRB - Historic Preservation Review Board — the official body of advisors appointed by the Mayor
to guide the government and public on preservation matters in the District of Columbia.

HUD - U.S. Department of Housing and Urban Development - mission is to create strong,
sustainable, inclusive communities and quality affordable homes for all.

I1Z — Inclusionary Zoning - requires matter of right projects to allocate a percentage of housing units
in new residential developments to qualified low- and moderate-income households. In D.C., DHCD
administers D.C.’s IZ program.

LDA — Land Disposition Agreement - specifies the terms of the transaction, including the specific
community benefits the developer will provide for the development rights to D.C. publicly-owned
land.

LDDA — Land Disposition and Development Agreement - codifies the terms agreed upon between
the city and the developer for D.C. publicly-owned land.

MHCDO - Marshall Heights Community Development Organization - nonprofit community-based
organization that has undertaken community development activities in the Ward 7 area of
Washington, DC; its mission is to help grow Ward 7 into the District of Columbia’s most welcoming,
prospering, livable community for everyone.

NCRC - National Capital Revitalization Corporation, 1998-2007 - an independent corporate
instrumentality of the District of Columbia charged to retain and expand businesses located within
the District, attract new businesses to the District, and induce economic development, job creation,
and job training, with emphasis given to particular “Priority Development Areas” spread throughout
the District.
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OCA - Office of the City Administrator - responsible for the day-to-day management of the District
government, setting operational goals and implementing legislative actions and policy decisions
approved by the Mayor and D.C. Council.

OP - Office of Planning - performs planning for neighborhoods, corridors, districts, historic
preservation, public facilities, parks and open spaces, and individual sites; also conducts historic
resources research and community visioning, and manages, analyzes, maps, and disseminates spatial
and US Census data.

PILOT — Payments-In-Lieu-Of-Taxes — a type of financing used for economic development in the
District in a similar manner to TIF bonds, relying on tax revenue increases from the assessed value of
a property generated by new construction as a source of bond repayment. In D.C. this financial tool is
often used as a diversion of tax revenues on previously tax-exempt, government-owned properties to
finance bonds whose proceeds underwrite infrastructure or other project costs. PILOTSs are also a
payment to the city for an untaxed property or an alternative amount paid to the city instead of taxes.

PUD — Planned Unit Development — a special multi-purpose project planning tool which allows a
developer greater flexibility in site planning and building design. This flexibility permits the
developer to incorporate amenities in the project that exceed those that could have been achieved
under the general provisions of the Zoning Regulations. When a project is designated as a PUD, the
Zoning Commission usually mandates the development of standards specifically tailored to the
project.

RFP — Request for Proposals - issued at an early stage in a procurement process, where an invitation
is presented for suppliers, often through a bidding process, to submit a proposal on a specific
commodity or service.

S.F. — Square Feet —a measure of building floor area.

SIT — School Improvement Team - an organization of teachers, administrators, parents, and members
of the community; primary focus is to participate in the development of education specifications and
schematic design (modernization and construction).

TIF — Tax Increment Financing — This program allows the District government to sell bonds backed
by a development’s future taxes, with the bond money helping to pay the developer’s construction
costs. TIF is not a loan; the development’s taxes, which would already have to be paid, are used to
pay back the principal and interest on the bonds. TIFs are a public financing method that is used for
subsidizing redevelopment, infrastructure, and other community improvement projects. In 2010, no
TIFs were approved due to the District’s debt cap.
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