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MEMORANDUM 

April 9, 2012 

TO: County Council 

FROM: Jacob Sesker, Senior Legislative Analyst 

SUBJECT: Addendum: Wheaton Redevelopment Program (s4f 
Late on the afternoon of Thursday April 5th

, the Department of General Services provided Staff with 
additional materials for the Council's consideration, Staff has had an opportunity to review the materials 
and provides the following comments. 

COST COMPARISON SPREADSHEET 

DGS' cost comparison (attached, © I) indicates that the "PHED Committee Scenario" will cost the 
public approximately $105 million, while the "Executive CIP Scenario" will cost the public 
approximately $89 million, This cost comparison illustrates several of the flaws in the Executive's ClP 
request. 

The $89 million cost of the "Executive's CIP Scenario" does not include the cost to the public of a 
new M-NCPPC headquarters building. The County does not have any inherent reason to move 
County departments out of leased space in Rockville and into Wheaton, The proposal to move the 
Department of Permitting Services (DPS) and the Department of Environmental Protection (DEP) has 
been justified on two grounds: (1) B.F, Saul will not construct a 300,000 square foot office building 
unless the County leases half of that building, and (2) co-locating DPS and DEP with the Planning and 
Parks departments ....ill create efficiencies/synergies that will benefit users. Obviously, the same co
location advantages would accrue if all departments were located in Rockville (as discussed last year) or 
if all departments were located in Silver Spring (e.g., with DPS and DEP leasing land from M-NCPPC at 
8787 Georgia A venue). 

Co-location in \"heaton is not possible without a new M-NCPPC building there. \Vben the public cost 
of an additional building is added to the ledger, the "Executive's CIP Scenario" becomes the more 
expensive of the two scenarios compared, If there is no M-NCPPC building in Wheaton, then the only 
reason the County would be moving DPS and DEP out of Rockville (the County seat) and into 'Wheaton 
would be to mitigate the market risk of RF, Saul's first project. 



The $89 million cost of the "Executive's CIP Scenario" does not include the eost of the lease. The 
$89 million includes the cost of the platfonn and town square (total of $42 million) and an assumed 
buyout cost of $47 million (note that this cost is less than DOS' previous estimate of$60 million to $83 
million, see 21 of the Council's April 10 packet). Presumably that $47 million buyout cost includes 
the cost offurniture, fixtures, and equipment ("FF&E"). The $89 million does not include the cost of the 
lease, some of which is new costs. A lease for 135,000 net square feet at $35 per square foot would cost 
the public more than $4.7 million per year. Currently, DPS and DEP occupy roughly 82,000 square feet 
at roughly $32 per square foot, or an armual cost of roughly $2.6 million. Much of the difference 
(roughly $2.1 million) is attributable to additional square footage that will be leased from B.F. Saul. 

The residential units may require an unknown puhlic subsidy under either scenario. DOS' cost 
comparison table suggests that a public subsidy of residential development will be necessary under the 
"PHED Committee Scenario." However, the "PHED Committee Scenario" does not specifically include 
a residential component (though the "PHED Committee Scenario" also does not preclude residential as 
part of a mixed-use project). On the other hand, the RF. Saul proposal does include a residential 
component, and DOS acknowledged (during an April 2 community meeting) that a subsidy to the 
residential portion of the project may be necessary. B.F. Saul has already inquired as to the nature and 
amount of the subsidy that the County provided to the PatriotiSafeway residential project. That new 
residential in Wheaton may require a subsidy is indicative of the costs and challenges associated with 
vertical development in a market that does not support the eosts of vertical construction. 

DGS has included more than 200 parking spaces in the "PIlED Committee Scenario" that are not 
attributable to the proposed project. Parking Lot #13 today has approximately 150-160 spaces. A 
government office building (l50,000 gross square feet) inside the parking lot district (PLD) would 
probably provide between 135 and 270 spaces on site. In B.F. Saul's proposal, the first office building 
had 396 parking spaces for 300,000 gross square feet (or 198 spaces per 150,000 gross square feet). The 
local government tenant in that building may not have the full 198 spaces on site due to the fact that a 
higher parking ratio '\-vill probably be required as a concession to private office tenants in the other half 
of the building. Using 200 parking spaces for the office building as a mid-point estimate, the project will 
need to provide approximately 350 parking spaces to meet office demand on site and also replacc the 
current public parking spaces. The difference (265 spaces) at $31,000 per space results in an additional 
cost of $8.2 million. Put differently, DOS inflated the cost of the "PIlED Committee Scenario" by 
roughly $8.2 million. If that parking is being built by the public sector first (to be purchased by the 
private sector as part of a separate transaction), that buyout should be reflected on this ledger. Finally, it 
should be noted that the proposed alternative would allow parking to be either underground or in an 
above-ground garage. This flexibility could result in a lower "blended" cost per space and, therefore, 
lower overall parking costs. 

The private investment totals are inaccurate. First of all, in either scenario, the private investment 
totals could be as low as zero. The uncertainty involved in implementation of the Executive's proposal is 
substantial. Second, private investment in Phase I is significantly lower than $250 million. Phase I 
includes an office building (roughly $88 million) and a hotel (roughly $24 million). The private sector 
risk associated with the office building is mitigated by the County lease. The hotel investment is made 
possible by the County conveying the Regional Services Center site to B.F. Saul. Even without 
offsetting the private investment total by the public costs of those two subsidies, the private investment 
in Phase I is $112 million. Any additional private investment will only occur when market conditions 
justify that action, when a federal office tenant is found, and when the County subsidizes the residential 
portion ofthe RF. Saul project. 
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DGS' DETAILED COST ESTIMATE OF "PHED COMMITTEE SCENARIO" 

Again, DGS did not provide this detailed cost estimate until late in the afternoon on Thursday, April 5th 
. 

As a result of DGS' decision to provide the information late, there has not been a dialogue regarding 
specific line items in DGS' estimate. 

Policies and initiatives (e.g., the County's fiscal plan, the Smart GroV1lth Initiative, Wheaton 
Redevelopment) should be informed by accurate cost estimates. It would be helpful for the Council to 
better understand DGS' estimating methods, how Montgomery County facility development costs 
compare to private sector costs, and how Montgomery County facility development costs compare to the 
same costs in other area jurisdictions. 

Attachments: 
DGS Comparison of "Executive CIP Scenario" and "PHED Committee Scenario" © I 
DGS Detailed cost estimate ofM-NCPPC headquarters building with 615 parking spaces © 2-6 

F:\Scsker\Word\FY13 CIP 'l},l'beaton RedeveJopmem\v,.lleaton cip COC~CIL ADDENDL:M 041012.doc 
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Executive CIP Scenario PHED Committee Scenario 

Activity Platform/Hotel/Office Building County Building 
Lot 13 Development on Lot 13 

Platform/lOS Public Investment N/A 
Office Tower Construction Private Investment Public Investment 1 

Parking Structure Private Investment N/A 
Hotel Construction Private Investment N/A 

Town Square Construction Public Investment Public Investment 
250-280 Residential Units Private Investment Unknown Public Subsidy ! 

Underground Garage Lot 13 Private Investment Public Investment 2 

Public Cost $42,000,000 3 

wi County Owned 
Building (+47M) 4 $89,000,000 $104,981,164 

Additional Long Term 600,000 square feet Balance of Lot 13 garage top 

Development Program mixed use development space for private investment 5 

on platform 6 

Private Investment Total $250M+ 7 $0 - $30M 8 

1 Public construction of office building on Lot 13 includes hard costs, escalations, contingencies, PDS, FF&E 

2 Public construction of parking garage in Lot 13 ($31 k'615 spaces) 

3 Lease cost in Executive CIP assumes approximately $5M/year 

4 Private delivery 01 office building in Executive CIP (295/sqft + developer lees) 

b Private investment on PHED Lot 13 garage top could be of lice, residential or mixed use 

6 Additional BOOk square leet on platform includes 1 or 2 additional office buildings, additional parking and ground floor retail 

7 $250M+ private investment reduced by public purchase of office building 1 

8 Balance of Lot 13 garage top space assumes 2051sqft hard costs for private construction 
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M-NCPPC on lot 13 ($205psf hard $31k/space) No. 150401 


Project Cost & Budget Workbook DRAFT 
Department of General Services -- DGS FY 13·18 
Last updated on: 

April 4, 2012 
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Project Cost Data 
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Other Project Data 

Division of Building Design and Construction 
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M-NCPPC on Lot 13 (S20Spsf harn S31klspace) ...... OMFT 
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4140012 M·NCPPC on lot 13 ($205psf hard $31k1space) No. 150401 DRAFT 
DGS But Cost E$\lmata Version 20091 
~13-18 
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4/412012 

M-NCPPC on Lot 13 ($205psf hard $31k/space) No. 150401 DRAFT 
Expenditure & Appropriation I FY 

Before and Estimate 

FY 13· 18 FY·O FY·O Total 
Version 2009 .1 I TOTAL I 8 Years 11 12 

Year 1 


FY·O 


13 

Year 2 Year J Year 4 YearS Year 6 

FY·O FY·O FY·O FY.Q FY·O Beyond 

14 15 I. 17 18 6 Years 

AlE Fee 7,172 
Project Management, consultants, Misc. PDS 8,245 

Land 0 
Site 7,031 

Utilities 148 
Construction 79,494 
Other 2,891 
Totat Project Cost 104,981 

104,981 
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7,031 

148 
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