DEPARTMENT OF HOUSING AND COMMUNITY AFFAIRS

Marc Elrich Aseem K. Nigam
County Executive Director
MEMORANDUM
April 9, 2020
TO: Sidney Katz, Council President
FROM: Aseem K. Nigam Director

Department of Housing and Community Affairs

SUBJECT:  Annual Report on the Moderately Priced Dwelling Unit (MPDU) Program
Covering Calendar Years 2018 and 2019

Section 25A-12 of Chapter 25A, Moderately Priced Housing Law, of the
Montgomery County Code 2014, as amended, requires that the Director of the Department of
Housing and Community Affairs (DHCA) submit to the Council President. a report on the
Montgomery County MPDU program for the previous calendar year. Following is a report on
the Montgomery County MPDU program for the period covering calendar years 2018 and 2019.
The reporting of data from 2018 was delayed because of staffing shortages in the MPDU office.
Although this report covers two years, the information has been broken out by calendar year-
when possible. This report provides overall information about the creation of affordable housing
through the MPDU Program and includes a pipeline of proposed future MPDUs.

Background

Montgomery County s MPDU program was the first successfully implemented
inclusionary zomng program in the country. Inclusionary zoning requires that a percentage of
housing units in residential development be made available for low- and moderate-income
households. In exchange for building affordable housing, a residential developer is eligible to
receive benefits, such as a density bonus or more flexible development standards. The purpose
of the MPDU program is to meet the County’s goal of providing a full range of housing choices
in the county for all incomes, ages and household sizes.

An MPDU is a county government-regulated unit that is required to be affordable
to households earning 65 percent of the area median i income (AMI) for garden—style apartments
and 70 percent for high-rise apartments and for-sale units. The program’s implementation
involves both the public and private sectors, with the local government performing regulatory
and administrative functions, and the building industry producing the housing. Between 12.5
and 15 percent of the total number of units in every subdivision of 20 or more units must be
moderately priced, according to County law. Since the first MPDUs were built in 1976, the
County’s MPDU program’has produced more than 15,900 affordable units.
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The information below describes the number of MPDUs approved and built over
the time period covered by this report. In order to begin to build any units in a subdivision, a -
developer must sign an agreement with the County, called an MPDU Agreement to Build, that
approves the exact locations and types of the individual MPDUs in the subdivision. In order to
rent or sell any MPDUs, a developer must sign an agreement with DHCA, called an MPDU
Offering Agreement, that stipulates the rent or sales price of each MPDU.

The Number of MPDUs Approved

The MPDU Program approved 851 MPDUs during 2018 and 2019. For the
purposes of this report, the number of MPDUs approved is the number of MPDUs agreed to be
built through executed Agreements to Build. DHCA executed 23 new Agreements to Build
during calendar years 2018 and 2019 that approved 851 MPDUs. These agreements covered
4,985 total units. The MPDUs are 17.1% of the total units in these Agreements to Build. (Note:
two Agreements to Build in this report were for phased developments in which the percentage of
MPDUs in the phase was not the same percentage as the overall development. If the Agreements
to Build for those developments are excluded, then the MPDUs are 16.3% of the total units in the
Agreements to Build.) A list of the Agreements to Build can be found in Attachment A.

In 2018 and 2019, recent efforts to increase MPDU production began to show
results. Historically, the MPDU law required that 12.5% of the units produced in a development
must be MPDUs, and under those guidelines 623 MPDUs would have been approved. The 2017
revisions to the Bethesda CBD. Sector Plan required that the minimum MPDU requirement for
that area be increased to 15%. Similar provisions were included in recent years in sector plans in
areas such as Rock Spring and Grosvenor, as well as requirements on specific sites in other
planning areas. Comprehensive changes to the MPDU program approved by the County Council
in 2018 included a new minimum requirement of 15% MPDUS in certain high-income areas of
the County. And, legislation passed by the County Council in 2016 allows all of the units in a
subdivision to be exempt from impact taxes if at least 25% of the units are designated as MPDUs.

Because of the new provisions enacted between 2016 and 201 8, the number of
MPDUs approved in 2018 and 2019 increased by 228 units (36%) above the 623 MPDUSs that
would have been approved. The increased requirements in Master Plans and in specific site
plans generated 90 of these new MPDUs. Four subdivisions took advantage of the impact fee
waiver and included 138 more MPDUs than would have been required otherwise.

The Number of MPDUs Built

The total number of MPDUs offered during 2018 and 2019 was 540. For the
purposes of this report, the number of MPDUs built is the number of MPDUs offered for sale or
rent to eligible MPDU households through executed Offering Agreemeénts. DHCA approved 38
individual MPDU Offering Agreements during calendar years 2018 and 2019 for 22 different
developments (there were multiple offering agreements for several developments during these
years, especially for the Cabin Branch and the Glenmont Metrocentre developments). These
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Offering Agreements represented 190 new for-sale MPDUs and 350 new rental MPDUs, for a
total of 540 MPDUs. The list of offerings in a year is not necessarily related to the list of
Agreements to Build in the same year, since those agreements were executed before the first
building permit for the development was obtained. It can take several years for a development to
build out. The specific Offering Agreements approved, by development and by calendar year,
can be found in Attachment B.

The Number of MPDUs Under Controls

Each year, the number of units in the MPDU program increases as new MPDUs
are built. The number of for-sale MPDUs under resale price controls increased from 1,750
MPDUs at the end of 2017 to 2,100 MPDUs at the end of 2019; this number includes 350
MPDUs owned by nonprofit organizations. As of December 31, 2019, the number of MPDU
rental units subject to MPDU rents and active monitoring by DHCA are 2,508 in 63 rental
properties (up from 2,247 units in 60 properties in 2017). Another 119 MPDUs are located in
four rental properties covered and monitored by the Low Income Housing Tax Credit Program or
other affordable housing programs. In addition to this, the Housing Opportunities Commission
owns approximately 1,400 MPDUs that are used as rental housing.

Alternative Payment or Location Agreements

During calendar year 2019, one Alternative Location Agreement was signed, and
one Alternative Payment was approved. The Alternative Location Agreement allowed 10
MPDUs to be provided off-site into another senior housing project just blocks away in the same
planning area. One Alternative Payment was approved for a high-rise condominium with high
condominium fees; the agreement is being processed and is expected to be signed in the first half
of calendar year 2020. A complete list of all Alternative Agreements approved for the MPDU
Program can be found in Attachment C.

The Use of Funds in the Housing Initiative Fund

The Department is required to report on MPDU alternative payments made to the
Housing Initiative Fund and the use of such payments. During the calendar years covered by this
report, alternative payments were received from three projects:

* In2018 and 2019, sixty-six payments totaling $1,293,866.20 were received from the Courts
at Clarksburg development. The Alternative Payment Agreement for this development was
signed in 2017. The prices of the market-rate homes in this age-restricted for-sale
development have increased, which means the amount of funds to the Housing Initiative
Fund will increase. When this Alternative Payment Agreement was signed in 2017, DHCA
estimated that the payment per MPDU would be approximately $128,000.  The Alternative
Payments so far translate into a payment of over $170,000 per MPDU. These funds were
used for the following projects: |
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o The acquisition of MPDUs in Clarksburg by the Montgomery County Coalition for the
Homeless, and '
o The acquisition of MPDUs by nonprofit organizations in Bethesda.

*  Two other developments made Alternative Payments in 2018. One payment of $45,833 was
received from the Villa Cortese development in the Aspen Hill area based on an agreement
signed in 2017. This payment was used for part of the funding for the Parkview at Aspen
Hill project. Also, one payment of $800,000 was received from the Quarry Springs
development in Potomac in keeping with an agreement signed in 2005. These funds were
used as part of the financing of the redevelopment and preservation of the Scotland
Community Apartments in Potomac.

MPDU “PIPELINE”

In previous years, the members of the Planning, Housing, and Economic
Development (PHED) Committee have asked for a report on the development “pipeline” for
MPDUs. As a member of the Development Review Committee (DRC) at the Maryland National
Capital Park and Planning Commission (M-NCPPC), DHCA receives information on pending
development applications that contain MPDUs. DHCA then tracks these projects in the MPDU
database from planning approval through the Agreement to Build and Offering Agreement
processes, and ultimately through sale or rental to eligible households. Attached in Attachment
E is a chart that shows pending Agreements to Build and “New Projects,” which are those that
are in some stage of the planning and development review process in M-NCPPC. If these
projects build out as planned, over time more than 5,300 MPDUs would be added to the MPDU
inventory..

Attachments:

MPDUs Approved for Construction — Executed Agreements to Build, 2018 and 2019
For-sale and Rental MPDUSs Built and Offered to MPDU Households, 2018 and 2019)
Alternative Location and Alternative Payment Agreements 1989 - 2019

List of High-Rise and All MPDU Rental Developments as of 12/31/2019

MPDU “Pipeline” as of 12/31//2019

mouow

cc: Tom Hucker, Council Vice President
Gabe Albornoz, Councilmember
Andrew Friedson, Councilmember
Evan Glass, Councilmember
Will Jawando, Councilmember
Nancy Navarro, Councilmember
Craig Rice, Councilmember
Hans Riemer, Councilmember

https://mcgov.sharepoint.com/teams/DHCA/I-Iousing/Affordable/Shared Documents/Admin/Studies, Repdns/Armual MPDU
report/2018 & 2019 Report/2018 2019 Annual Report to Council President.docx
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