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Descrintion

Location: southwest quadrant of the intersection of
Willard Avenue and Friendship Boulevard

Zone: TS-M

Master Plan: Friendship Heights CBD

Property size: 26.5 acres

Application to extend the preliminary plan validity
period by six years and the Adequate Public Facilities
validity period by five years to June 13, 2020
Applicant: GEICO

Filing date: June 21, 2011

Summary

e Staff Recommendation: Denial

e The preliminary plan validity extension request does not meet the approval criteria in Section 50-
35(h)(3)(D) of the Subdivision Regulations. The request does not demonstrate that delays not caused by
the applicant have materially prevented the applicant from validating the preliminary plan or that
significant, unusual, and unanticipated events beyond the applicant's control have substantially impaired
the applicant's ability to validate the preliminary plan.

e The adequate public facilities validity extension request does not meet the criteria for approval specified
in Section 50-20(c)(10) of the Subdivision Regulations. The request does not demonstrate that the
applicant has met or exceeded the required infrastructure conditions during the original validity period.
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BACKGROUND

The preliminary plan for the GEICO property (No. 11990390) was approved for 500 dwelling units and
810,000 square feet of office uses by the Planning Board at a public hearing on February 25, 1999. The
date of mailing of the Planning Board Opinion for the plan was May 13, 1999. As a condition of that
approval, the validity period of the preliminary plan was set at 37 months from the date of mailing of
the Planning Board Opinion, or June 13, 2002. The adequate public facilities (APF) validity period was
set at 12 years by Chapter 50 and was set to expire on June 13, 2011.

On December 28, 2000, staff received a request for an extension of the plan validity period for an
additional three years (Attachment A). Based on a review of the statements made within the letter and
by the applicant at a public hearing on January 4, 2001, the Planning Board granted a three-year
extension until June 13, 2005 (Attachment B).

On October 13, 2004, staff received a second request to extend the plan validity period, this time for an
additional four years (Attachment C). Supplemental letters dated January 12, 2005, and April 6, 2005,
were also received from the applicant that further clarify the extension request (Attachments D and E).
On May 5, 2005, the Planning Board granted a five-year extension of plan validity to June 13, 2010.

On April 1, 2009, the County Council approved an automatic two-year extension of plan and APF validity
for then-valid plans. With these extensions, the subject plan validity was set to expire on June 13, 2012,
and the APF validity was set to expire on June 13, 2013.

On April 1, 2011, the County Council approved a second automatic two-year extension of plan and APF
validity for then-valid plans. With these extensions, the plan validity was set to expire on June 13, 2014,
and the APF validity was set to expire on June 13, 2015. These expiration dates are still in effect.

On June 21, 2011, staff received the current extension request (Attachment F). This request seeks to
extend the plan validity by an additional six years, to June 13, 2020, and the APF validity by five years,
also to June 13, 2020.

The following table summarizes the validity and extension history of this plan:



Date Action Expiration Date
2/25/99 | Preliminary plan approved N/A
5/13/99 | Opinion Mailed Plan =6/13/02
APF=6/13/11
1/4/01 | 3 year extension approved Plan =6/13/05
(Plan validity only) APF=6/13/11
5/5/05 | 5 year extension approved Plan =6/13/10
(Plan validity only) APF=6/13/11
4/1/09 | 2 year extension approved by Council Plan =6/13/12
(Plan and APF validity) APF=6/13/13
4/1/11 | 2 year extension approved by Council Plan =6/13/14
(Plan and APF validity) APF =6/13/15
6/21/11 | 6 year plan validity extension requested | Plan = 6/13/20*
5 year APF validity extension requested | APF =6/13/20*

*Requested expiration date.
SECTION 1 — PRELIMINARY PLAN VALIDITY PERIOD
REQUIRED FINDINGS FOR AN EXTENSION OF THE PRELIMINARY PLAN VALIDITY PERIOD

Section 50-35(h)(3)(d) of the Subdivision Regulations states that the Planning Board may grant an
extension of the validity period of a preliminary plan if persuaded that:

(i) delays, subsequent to the plan approval by the government or some other
party, essential to the applicant's ability to perform terms or conditions of the plan
approval, have materially prevented applicant from validating the plan, provided such
delays are not created or facilitated by the applicant; or

(ii) the occurrence of significant, unusual, and unanticipated events, beyond
applicant's control and not facilitated or created by applicant, have substantially
impaired applicant's ability to validate its plan and that exceptional or undue hardship
(as evidenced, in part, by the efforts undertaken by applicant to implement the terms
and conditions of the plan approval in order to validate its plan) would result to
applicant if the plan were not extended.

Applicant’s Position

The applicant’s letter of June 16, 2011, requests a six-year plan validity extension and cites specific
reasons why it is warranted. The letter bases its justification on the occurrence of significant, unusual,
and unanticipated events. The applicant claims that these events are beyond its control, have not been
facilitated or created by GEICO, and have substantially impaired the applicant’s ability to validate its
plan. The letter also cites undue hardship that would result if the plan were to expire.

GEICO contends that it does not have the development expertise required to design, process, and
implement the site plan and that it has not proceeded to engage a developer to undertake that effort
for several reasons:



1) The required sequence of actions to develop the site includes dedicating land for public
recreation and park space. That land is now occupied by access drives and parking facilities that
serve the GEICO headquarters. The required sequence of actions can only occur when GEICO is
ready to build a new headquarters building and demolish the current one, which has not yet
occurred.

2) Previous agreements and approvals from the zoning case spell out other sequencing aspects,
which cannot be met until GEICO is prepared to move out of the existing building.

3) GEICO did not wish to develop while two other major projects were being developed — The
Chevy Chase Land Company development on the east side of Wisconsin Avenue and the mixed
use project on the May Company site.

4) The lengthy recession has stopped virtually all new development and has led to an absence of
financing and market demand to justify redevelopment.

5) GEICO’s business cycle must justify a new headquarters building and the related disruption to its
operations due to demolition and construction.

For these reasons, the applicant requests a six-year extension of the preliminary plan validity period.
Staff’s Position

The applicant has not submitted sufficient grounds to justify the extension of the validity period for the
subject preliminary plan. The applicant has based their request on Section 50-35(h)(3)(d)(ii), which
requires a finding by the Board that there has been:

the occurrence of significant, unusual or unanticipated events, beyond the applicant’s
control and not facilitated or created by applicant, have substantially impaired
applicant’s ability to validate its plan and that exceptional or undue hardship (as
evidenced, in part, by the efforts undertaken by applicant to implement the terms and
conditions of the plan approval in order to validate its plan) would result to applicant if
the plan were not extended.

While staff recognizes the difficulties in running a large corporation with no development expertise, it
seems clear that GEICO has not moved the development forward since the original preliminary plan
approval and two subsequent extension approvals. This is because it does not wish to build a new
headquarters at this time. In fact, the requests for the two previously approved extensions outlined in
Attachments A, C, D, and E contain many of the same justifications as are used in the current request.

Staff does not believe that the majority of events that have transpired, particularly since the last
extension was granted, are significant, unusual or unanticipated, or beyond the applicant’s control. The
events cited by the applicant as having occurred appear to be internal to GEICO’s operations and, while
seemingly critical to the success of the corporation as an insurance provider, should not necessarily
hinder the progress of this project. Staff has been provided with no information that demonstrates that
GEICO has been aggressive in its attempt to secure a suitable developer for the project.



The two major projects in Friendship Heights have been substantially completed for a number of years,
yet GEICO has not pursued the necessary steps to finalize the regulatory process to substantiate their
claim that they waited for the completion of some or all of the on-going projects. Staff does not believe
development in Friendship Heights to be an unusual or unanticipated event that has substantially
impaired the applicant’s ability to validate the plan.

The applicant’s claim regarding the current economic recession could have merit, but the Montgomery
County Council has already addressed the issue. The Council approved two, two-year extensions for all
then-valid preliminary plans expressly to provide applicants more time to validate their plans in the face
of delays brought on by the recession. The Council’s judgment that a four-year extension is adequate
for this purpose should stand.

Staff concurs that the many years of coordination between the applicant, M-NCPPC staff, staffs of other
county agencies and the community have gone into this proposal and that the expiration of the plan
would be regrettable. However, the review of this plan occurred over ten years ago, and, if the
extension is granted, it may not be implemented until 20 years after that review took place. A delay of
that length renders the review of the project less relevant to today’s circumstances. Further, the
Subdivision Regulations state that the Board “may only grant a request to extend the validity period of a
preliminary plan if the Board is persuaded that [the above-stated statutory grounds for an extension
exist]” (Subdivision Regulations Section 50-35(h)(3)d). It is unfortunate that more progress has not been
made by GEICO to advance the preliminary plan towards record plat. Nevertheless, the passage of time
and financial loss have not historically been adequate reasons for the Planning Board to grant extension
requests.

CONCLUSION

The applicant has not met its burden of establishing the grounds in support of the requested extension.
Further, the applicant has not demonstrated that any actions by the government or some other party
have materially prevented the applicant from validating the plan. Staff concludes that the applicant’s
arguments base the request on events that were almost entirely under the control of GEICO itself.
There is no indication that any of the events that have transpired, whether described as significant,
unusual, or unanticipated, were not under the applicant’s control, except for the economic recession.
The recession was the reason for the four years of extended validity already granted by the County
Council for this plan and all then-valid plans. This four-year extension, along with the eight years of
extension previously granted by the Planning Board, results in a plan validity period of 15 years. This is
already a long validity period, even without the current request for an additional six-year extension. For
these reasons, staff recommends denial of the request for extension of the preliminary plan. If not
extended, the plan will expire on June 13, 2014.

SECTION 2 — ADEQUATE PUBLIC FACILITIES VALIDITY PERIOD
REQUIRED FINDINGS FOR AN EXTENSION OF THE ADEQUATE PUBLIC FACILITIES VALIDITY PERIOD
Section 50-20(c)(10) of the Subdivision Regulations states that the Planning Board may grant an

extension of the adequate public facilities (APF) validity period of a preliminary plan once for up to 12
years if it finds that:



(A) the preliminary subdivision plan for the development required a significant
commitment of funds by the applicant, amounting to at least $2,500,000, to
comply with specified infrastructure conditions;

(B) the applicant has met or exceeded the required infrastructure conditions during
the original validity period; and

(C) the applicant’s satisfaction of the required infrastructure conditions provides a
significant and necessary public benefit to the County by implementing

infrastructure goals of an applicable master or sector plan.

Applicant’s Position

The applicant’s letter of June 16, 2011, requests a five-year APF validity extension and cites specific
reasons why the applicant believes that the extension is warranted. The letter bases the justification on
the provision of significant public benefits:

1) Approximately one acre of land, valued at over $1,500,000, was conveyed to the county for
right-of-way for Friendship Boulevard.

2) Approximately three acres of land, valued at over $1,500,000, were made available to the public
for Brookdale Park.

While the letter acknowledges that the above public benefits are not the infrastructure improvements
required by the preliminary plan approval, and thus do not satisfy the requirements of Section 50-
20(c)10 of the Subdivision Regulations, it argues that the APF extension request meets the “spirit and
intent” of the section.

Staff’s Position

The applicant’s request does not meet the requirements stated in Section 50-20(c)(10). As stated
above, the section requires that the Planning Board find three things with respect to the APF extension
request — that the preliminary plan required a commitment of at least $2,500,000 to comply with the
infrastructure conditions, that the applicant has met or exceeded the infrastructure conditions, and that
the applicant’s satisfaction of the required infrastructure conditions provides a significant public benefit.

The infrastructure improvement conditions imposed on the preliminary plan include participation in
funding:

e Intersection improvements at River Road at Western Avenue

e Intersection improvements at River Road at Little Falls Parkway

e Intersection improvements at Friendship Boulevard at Western Avenue
e Traffic signal at the site entrance on Friendship Boulevard

Staff has not been provided with any evidence showing that the funding obligations for the
improvements listed above have been met by the applicant. Although the applicant has taken other
actions that have provided public benefits valued at over $3,000,000, these benefits are not the public
improvements which the law specifies must be met to justify an APF extension. Section 50-20(c)10 is



explicit in its requirement that an extension of the APF validity period must be contingent on a finding
that the applicant has met the required infrastructure conditions.

In addition, the three acres of land that have been made available for Brookdale Park have not been
formally dedicated or otherwise permanently conveyed to M-NCPPC. Rather, the land is subject to a
lease agreement between GEICO and M-NCPPC that is renewed on a month-to-month basis. Dedication
of the land will take place with recordation of a plat, as required by a condition of approval of the
preliminary plan.

The applicant could have dedicated this land to M-NCPPC at any time but has chosen not to do so. This
calls into question the claim that the applicant has met the “intent and spirit” of the requirements, as
the regulations require that infrastructure improvements be completed in order for a preliminary plan
to be eligible for an extension. Further, the lease agreement puts the land in reservation, meaning that
no property tax is collected for its value. Thus, GEICO has enjoyed the benefit of a reduced tax burden
while avoiding the commitment to the project of actual dedication.

Because the applicant has not met the required infrastructure conditions, the Planning Board cannot
make any of the three findings required for approval of the APF validity extension:

(A) the preliminary subdivision plan for the development required a significant commitment
of funds by the applicant, amounting to at least $2,500,000, to comply with specified
infrastructure conditions;

Although the applicant provided public benefits valued at over $3,000,000, these benefits are
not the public improvements which the law specifies must be met to justify the APF extension.

(B) the applicant has met or exceeded the required infrastructure conditions during the
original validity period;

The applicant has not met any of the required infrastructure conditions.

(@] the applicant’s satisfaction of the required infrastructure conditions provides a
significant and necessary public benefit to the County by implementing infrastructure
goals of an applicable master or sector plan.

The applicant has not satisfied the infrastructure conditions. Therefore, the required significant and
necessary public benefit has not been provided.

CONCLUSION

For these reasons, staff recommends denial of the APF validity extension request. Section 50-20(c)(10)
of the Subdivision Regulations allows the Planning Board to extend the APF validity period of a
preliminary plan for up to 12 years if the Planning Board finds that the preliminary subdivision plan
required a significant commitment of funds by the applicant, amounting to at least $2,500,000, to
comply with specified infrastructure conditions; the applicant has met or exceeded the required
infrastructure conditions during the original validity period; and the applicant’s satisfaction of the
required infrastructure conditions provides a significant and necessary public benefit to the County by
implementing the infrastructure goals of an applicable master or sector plan. The applicant has not met



any of the required infrastructure conditions and has not provided the necessary public benefits.
Therefore, staff recommends that the Planning Board deny the requested extension. If not extended,
the APF validity period will expire on June 13, 2015.

Attachments

Attachment A — December 28, 2000 extension request

Attachment B —January 23, 2001 extension approval

Attachment C — October 13, 2004 extension request

Attachment D — January 12, 2005 supplement to October 23, 2004 extension request
Attachment E — April 6, 2005 supplement to October 23, 2004 extension request
Attachment F —June 16, 2011 current extension request

Attachment G — Preliminary Plan
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MEMORANDUM

TEL:301 656 3978 P. 002

Attachment A

Surte 800, 3 Bethesdn Metro Center
Nethesda, MD 20814-6301
301.654.7800

Fax: 301.656.3978

REVISED
By Facsimile
TO: Malcolm Shaneman
FROM: Robert R. Harris
Stacy P. Silber
DATE: December 28, 2000
RE: Friendship Commons (GEICO) - Preliminary Plan N ;
' Extension Request l

As you are preparing your recommendation to the Planning Board for the January 4, 2001
hearing, I want to make sure you understand the importance of this request both in terms of
timing (i.e. 18 months before expiration) and duration (i.e. 3 years). This memo summarizes
those reasons. Please let me know if you have eny questions about this request.

1. GEICO currently occupies the property, commonly known as Friendship Commons. A
move of its employees to a new building on the Friendship Commons site is a major
undertaking. Adding to the difficulty of this relocation is not only finding a building,
and/or constructing one, to meet the long-term needs of the company, but this decision
will also impact thousands of GEICO employees and contractors. This most serious and
wide-reaching decision can only be made at the proper time and under certain
circumstances. The attached timeline shows the implementation tasks that have to be met

once the decision to develop/relocate has been made.

2. GEICO owns the Property, but, as an insurance company, it will not be the developer of
the site. It cannot contract with a development firm, until it decides on its own office
requirements.

3. The underlying develapment approvals require significant physical, and monetary

requirements as pre-requisites to recordation of subdivision plats. The completion of
these prerequisites, hinges on the identification of a developer, and space planning for
GEICO itself. The prerequisites to plat recordation include:

(@)  The purchase of nearly 100 TDRs with an investment of approximately $1

million;

(b)  Dedication of significant portions of the Property, including existing parking,
access and other areas which conflict with ongoing operations on the site.

Annapahis, Maryland Fairfax, Virginin Greenbelt, Marylmul Wialdorf, Maryland Waslington, DC
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Wilkes Artis

Memorandum to Malcolm Shaneman
Dccember 28, 2000
Page 2

4. Sector Plan and Preliminary Plan requirements mandate complete demolition of the
building before proceeding. This also can not occur until a new GEICO facility, and
subsequently a developer is identified.

5. Once GEICO proceeds, the planning and approval process could take nearly 4 years to
complete.
6. Because all of the above requirements must occur prior to the expiration of the validity

period, a full three year extension (to January 13, 2005) is requested.

cc: Mr. Stephen J. Martz

03480,055
#221450
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_ Attachment B
MONTGOMERY COUNTY DEPARTMENT OF PARK AND PLANNING

THE MARYLAND-NATIONAL CAPITAL
PARK AND PLANNING COMMISSION

8787 Georgia Avenue
Silver Spring, Maryland 20910-3760

M-NCPPC

January 23, 2001

Government Employees Insurance Company
GEICO Plaza

5260 Western Avenue

Chevy Chase, MD 20815

Preliminary Plan No. 1-99039E
Request for an extension of the validity date for the FRIENDSHIP COMMONS (GEICO)

This 1s to mnform you that the Montgomery County Planning Board considered your request for
an extension to the validity period of the above-mentioned plan at its regularly scheduled
meeting of January 4, 2001. At that time, the Plannmg Board voted 3-0 to grant an extension to
June 13, 2005. (Commissioner Holmes made the motion; Commissioner Bryant seconded;
Commussioners Bryant, Holmes, and Hussmann voted in favor; Commissioner Perdue and
Wellington absent) '

Please give me a call at 301/495-4587 if you have any questions concerning this Planning Board
action.

Sincerely,

(e D

/ A/Malcolm Shaneman
Development Review Division

cc: Dewberry and Davis
Wilkes, Artis, Hendricks & Lane




Attachment C

H 0O lland i Kn| g ht Tel 301 654 7800 * Hollahd & Knight LLP”

Fax 301 4656 3978 3 Bethesda Metro Center, Suite 800
Bethesda. MD 20814
www.hklaw.com

Robert R. Harris
October 13, 2004 : 301 215 4607

robert.harris@hklaw.com

VIA HAND DELIVERY

Mr. Derick Berlage

Chairman, Montgomery County Planning Board
8787 Georgia Avenue

Silver Spring, Maryland 20910

Re:  Preliminary Plan 1-99039
Request for Extension

Dear Chairman Berlage:

On behalf of Government Employees Insurance Company (“GEICO™), we are requesting an
additional extension to the above-referenced Preliminary Plan. The Plan was originally
approved by an Opinion dated May 13, 1999 and subsequently extended to June 13, 2005 by
action of the Planning Board (letter dated January 23, 2001). Due to circumstances beyond
GEICO’s control, GEICO submits the attached request for a further extension of the Preliminary
Plan to June 13, 2009 (a four year extension).

BACKGROUND

The property subject to the Preliminary Plan is currently the location of GEICQ’s national
headquarters, and has been since 1957. As a result, GEICO is one of the oldest corporate
headquarters in Montgomery County, employing more than 1,800 people in the County and
contributing significantly to the County’s tax base. The corporate headquarters includes
significant technological resources, as well as corporate offices and documents.

After working with M-NCPPC Staff and the community for over ten years, GEICO developed
plans for a new headquarters facility on the site, along with residential elements to make better
use of property so close to the Metro. The plans call for complete redevelopment of the
property, including demolition of the existing headquarters facility. The 1997 Friendship
Heights Sector Plan, and subsequently, a 1998 rezoning action and the 1999 Preliminary Plan
memorialized the new development. Through this lengthy course of action, GEICO has spent
extensive time and considerable funds in order to position this property for development
consistent with the County’s land use objectives, including the explicit provisions of the
Friendship Heights CBD Sector Plan. Additionally, M-NCPPC Staff and the local community
have been heavily involved in all aspects of this project and have invested substantial time and
effort in the development of the plan.
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Miami + New York » Northern Virginia * Orlando * Portland * Providence « Rancho Santa Fe « St. Petersburg * San Antonio
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Mr. Derick Berlage
Page 2
October 13, 2004

"The Preliminary Plan includes 500 residential units, consisting of 300 multi-family and 200
single-family attached, and 810,000 square feet of office space (inclusive of reconstruction of the
existing 500,000 square foot plus headquarters building), as well as the dedication of parkland, a
greenway, a ballfield and participation in several traffic improvements in the immediate area (by
virtue of the requirements of the participation agreement, these improvements will be funded
prior to any development of the GEICO site). Because the existing headquarters building is
essentially in the center of the Property, and the building’s parking takes up the surrounding area,
the headquarters will have to be demolished and activities relocated before the new project can
proceed.

In 2000, GEICO petitioned the Planning Board for, and was granted, a two year extension of the
validity period for the Preliminary Plan based on the special circumstances surrounding the
development, namely, the unique nature of the development program and of the property owner.
However, since that time, circumstances have not changed, they have only been exacerbated, and
GEICO is not in a position to validate its plan within the next nine months.

GROUNDS FOR EXTENSION

An extension must be submitted to the Planning Board and Technical Staff in writing prior to the
expiration of the existing Preliminary Plan validity period. The Preliminary Plan expires June
13, 2005; therefore this request is timely submitted.

The Planning Board may grant an extension of the Preliminary Plan validity period upon a
finding that

i. delays, subsequent to the plan approval by the government or some
other party, essential to the applicant’s ability to perform terms or
conditions of the plan approval, have materially prevented applicant
from validating the plan, provided such delays are not created or
facilitated by the applicant, or

ii. the occurrence of significant, unusual or unanticipated events,
beyond applicant’s control and not facilitated or created by
applicant, have substantially impaired applicant’s ability to validate
its plan and that exceptional or undue hardship (as evidenced, in
part, by the efforts undertaken by applicant to implement the terms
and conditions of the plan approval in order to validate its plan)
would result to applicant if the plan were not extended. Mont. Co.
Code Section 50-35(h)(3)(d).

In this instance, circumstances beyond GEICO’s control have had a significant impact on its
-ability to move forward with the Site Planning process required to validate the Preliminary Plan.

First, GEICO is not in the real estate business and does not have the requisite expertise to plan
and execute the elements required by the Preliminary Plan. Therefore, before development may
proceed and Site Plans and Record Plats submitted, GEICO must enter into an agreement with a
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" developer to construct its new headquarters facility, as well as constructing, selling and/or
operating the other office component and residential elements of the proposal. However, GEICO
has not been able to enter into such an agreement in a manner that respects its need for a
seamless transfer of headquarters activities from one building to another. (As the Board can
appreciate, with a company of this size the logistics of transferring operations to another building
are extremely sensitive and complex. Other corporations relocate to new sites, allowing a
continuous operations, but GEICO hopes to remain in Friendship Heights.) Since the 1999 plan
was approved, the Montgomery County GEICO Headquarters has planned and implemented new
regional offices in numerous locations. In addition, the IT Headquarters Staff and local
consultants are leading the effort to incorporate the internet as the primary vehicle for the
insurance business because GEICO has determined that the internet is the primary method for
customer contact and satisfaction (as has already happened with travel, investments, and
banking). These growth and IT challenges must be the primary focus of the headquarters. Thus,
planning, building and moving the headquarters facility would be an unacceptable business risk
in the immediate future.

Once the headquarters planning process is complete, the site planning process will require the
assistance of a developer and/or interested party due to the detailed residential plans which
would be required at Site Plan and the lot locations required for the Record Plat, as well purchase
of the TDRs necessary for future development (required at Record Plat). A developer or team of
developers with the appropriate expertise must be identified with such varied experience and
ability to handle a project of this magnitude, before GEICO can move forward with
implementation of the Preliminary Plan. All of these elements are outside the control of
Applicant.

Second, there is already considerable construction occurring in the area surrounding GEICO’s
property. The Chevy Chase Center is currently at the beginning of a multi-year construction
schedule and the Hecht’s site is scheduled to begin its own multi-year construction project in the
immediate future. Deferring GEICO’s construction until later helps avoid compound impacts
from multiple projects. Both projects are independent of this Preliminary Plan and cannot
meaningfully be coordinated with any future activity on the GEICO site. We submit that
extending the Preliminary Plan would allow the community, and anyone traveling through the
area, the advantage of staggering the approved developments.

Third, GEICO has recently been allowed entry into the insurance market in New Jersey, an
extremely complicated and time-consuming process that demands the focus of its leadership.
Without an extension of the Preliminary Plan, both the expansion into New Jersey and the
validation process would suffer.

Finally, if the Plan is permitted to expire, there will be exceptional and undue hardship as a
result. GEICO, the Board’s Technical Staff and the community worked on variations of this .
"Plan for over a decade, resulting in a compromise that takes advantage of the proximity to Metro
and provides valuable amenities to the community. If the Plan were to expire, these efforts
would be in vain and the amenities — the parkland and ballfields — would no longer be a realistic
vision for the future of Friendship Heights.
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With the possible exception of redevelopment in the District of Columbia, there are no other
developments in the queue which are impacted by the preservation of this approval. Even before
the Policy Area Review element of the Adequate Public Facilities Ordinance was abolished by
the County Council, there was no development in moratorium based on development of the
GEICO site. Currently, the Friendship Heights area is nearly completely built-out, particularly
with both the Chevy Chase Center and Hecht’s sites under construction, and any new
development would involve the re-use of existing density.

CONCLUSION

This Preliminary Plan has all the elements of a successful project with substantial benefits to the
community. However, because the site houses GEICO’s national headquarters the
implementation of the project is made more complex and must provide for GEICO’s long-term
needs. Due to the nature of its business, as described above, GEICO is not in a position to plan
for the new headquarters facility and the logistics of the transfer. Moreover, the existing activity
in the immediate area, it would be beneficial for GEICO to delay the commencement of
construction for a period of time. Finally, a very specific coordination between the owner and
the developer is required for this complex redevelopment, but the opportunity has not presented
itself. Consequently, we request a four year extension of the Preliminary Plan to allow
additional time for the company to secure such a contract. This extension will not affect the
underlying adequate public facilities period which expires in 2011.

Thank you for you consideration of this matter.

Sincerely yours,

Robert R. Harris

rica A. Leatham

cc: Mr. Steven Martz

#2215749_v1
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January 12, 2005 _ Robert R. Harris

301 215 6607

robert harris@hklaw.com

O

Mr. Richard Weaver S
Maryland-National Capital Park and Planning Commission

8787 Georgia Avenue

Silver Spring, Maryland 20910

Re:

Preliminary Plan 1-99039
Extension Request

Dear Mr. Weaver:

In October, on behalf of GEICO we submitted a request for an extension of the validity period
for the above-referenced Preliminary Plan. The APFO determination for this project is valid
until May, 2011 and we are seeking an extension of the Preliminary Plan until June, 2009, (a four
year extension from the existing validity period). Since filing our extension request, we have
had the opportunity to discuss the extension with the interested community groups and have
responded to the requests they made with respect to this extension. Based on these discussions
we are aware of no opposition to this request.

The extension is controlled by Section 50-35(h)(3)(d) of the Montgomery County Code, which
requires a finding by the Planning Board that

i.

ii.

delays, subsequent to the plan approval by the government or some
other party, essential to the applicant’s ability to perform terms or
conditions of the plan approval, have materially prevented applicant
from validating the plan, provided such delays are not created or
facilitated by the applicant, or ‘

the occurrence of significant, unusual or unanticipated events,
beyond applicant’s control and not facilitated or created by
applicant, have substantially impaired applicant’s ability to validate
its plan and that exceptional or undue hardship (as evidenced, in
part, by the efforts undertaken by applicant to implement the terms
and conditions of the plan approval in order to validate its plan)
would result to applicant if the plan were not extended.
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In this case, the Preliminary Plan approval (and previous Local Map Amendment) was the result
of extensive discussions with the local community, as well as Technical Staff, and the subject of
thorough review by both the Planning Board and the District Council. The other two other major
properties in Friendship Heights, Chevy Chase Center and the Hecht Company site (now known
as the New England Development project), were subject to the same extensive processes. As a
result, the three mixed use projects in Friendship Heights are examples of goal-oriented
development, conceived through a collaborative process, which contribute to the community and
beyond. GEICO’s project, Friendship Commons, will add significant green space in the area (an
enlargement of Brookdale Park and the “Greenway”) and 2 ball field for community use, among
other amenities, as well as adding a significant number of dwelling units (including affordable
units) to this important Metro-oriented area.

The Friendship Heights Sector Plan provides no phasing plan for these three projects. The
community, however, has always maintained that all three projects should not be under
construction simultaneously pecause or the powntial cumulative impact of the construction.
Currently, the Chevy Chase Center is under construction and New England Development has
now begun its project and is expected to be under construction until 2008.

As detailed in GEICO’S request tor an exiension of its Preliminary Plan, GEICO diligently
pursued the necessary rezoniny for its property recommended in the Friendship Heights Sector
Plan and then promptly proceeded with the Subdivision approval process. Nevertheless, this
property presents a ‘unique situation because 1 is a functioning neadquarters for a large national
corporation and the entire propérty is occupied by those operations today. Moreover, GEICO is
not a developer and does not plan to be the party who redevelops this property into the proposed
mix of office and residential space. Therefore, it first requires a developer capable of ‘
constructi.g a new headquarters facility for GEICO in a manner that will not impact the on-
going operations of the headquarters facility. Either that developer, or a second developer
operating in conjunction with the office developer, then needs to plan for the residential
development so that the property can be developed in an efficient manner.

As GEICO began entertaining expressions of interest from such parties, both the Chevy Chase
Land Company and New England Development actively undertook efforts to develop their
respective properties. Given the circumstances and events which must occur before GEICO can
proceed, GEICO acknowledged the reality that those projects would proceed first and has
respected the community’s desire that construction of these three projects be sequenced to the
greatest extent possible to avoid parking, traffic, construction, lane closure and other problems in
Friendship Heights.

The ability of the other two projects to proceed, causing GEICO to delay its project, has been
beyond GEICO’s control and was not facilitated or created by GEICO. The sequence has
substantially affected GEICO’s ability to validate its plan. Given the substantial cost and effort
expended not only by GEICO but by the community, the Planning Board and its Staff, and the
public at large, exceptional or undue hardship would result if this plan were not extended. The
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community would lose the green space, ball fields and housing anticipated by the master plan
and GEICO would lose its ability to construct a new headquarters.

With the possible exception of redevelopment in the District of Columbia, there are no other
developments in the queue which are impacted by the preservation of this approval. Even before
the Policy Area Review element of the Adequate Public Facilities Ordinance was abolished by
the County Council, there was no development in moratorium based on development of the
GEICO site. Currently, the Friendship Heights area is nearly completely built-out, particularly
with both the Chevy Chase Center and Hecht’s sites under construction, and any new
development would involve the re-use of existing density.

Thank you for you consideration of this matter.

Sincerely yours,

HOLLAND & KNIGHT LLP

A

Robert R. Harris

ey Iy A

Erica A. Leatham

cc: Mr. Steven Martz
Tariq El'Baba, Esquire

#2503353_v1
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April 6, 2005

VIA FAX AND FIRST CLASS MAIL

Ms. Catherine Conlon

Mr. Richard Weaver

Development Review Division

Maryland-National Capital Park and Planning Commission
8787 Georgia Avenue

Silver Spring, Maryland 20910

Re:  Preliminary Plan No. 1-99039; Friendship Commons
Extension Request

Dear Ms. Conlon and Mr. Weaver:

Please accept this letter as a supplement to our October 13, 2004 and January 12, 2005 letters
requesting an extension of the above-referenced Preliminary Plan of Subdivision. As noted in
the earlier correspondence, on behalf of Government Employees Insurance Company
(“GEICO”), we are requesting a four year extension of the validity period. Our previous letters
set forth the basic elements of the request, including the response to the legal standards in
Section 50-35(3) of the Montgomery County Code. To help you prepare for the Planning Board
review, we want to elaborate on certain elements,

First, in order to begin development of the property, GEICO must engage a developer with the
requisite expertise and resources to (1) determine a way in which to begin development of the
office component in advance of the residential element and (2) maintain the existing office
building, with parking, during the initial construction. To date, despite a number of expressions
of interest, no such developer has been identified. As you are aware, the existing building
houses GEICO'’s national headquarters, including technology infrastructure. It is critical to the
functioning of the business that there be no disruption to services while the property is
redeveloped. Therefore, GEICO requires the future developer to construct a new office building
for GEICO’s use during the first phase of development to allow GEICO to transfer its operations
before any residential development, all while maintaining the existing building in operable
condition. However, due to market conditions, the proposals GEICO has reviewed have the
residential component as the first phase and call for demolition of the existing headquarters
building to accommodate the residential uses. Because no entity has presented itself as able to
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meet GEICQ’s requirements, there has been a delay “essential to the applicant’s ability to
perform terms or conditions of the plan approval [which has] materially prevented applicant
from validating the plan.” These delays were not created by the applicant insomuch as they
represent basic prerequisites for action.

Second, GEICO has undergone a significant shift in its business plan, shifting from a telephone
based service to an internet based provider. In addition, GEICO has begun to enter new markets,
which both changes the headquarters’ programmatic needs and focuses certain resources
elsewhere,! This shift, undertaken as a result of factors far removed from the scope of the
development approval process, has altered the original program requirements for the new
headquarters building and shifted the company’s focus, although it remains committed to
redevelopment of the property.

Finally, of the three major projects approved for the Friendship Heights area, two are currently in
the construction phase. The community, though supportive of the Friendship Commons
development proposed for the GEICO site, has expressed a desire for GEICO to delay
construction of its site until the majority of the construction at the other two sites has subsided.
The timing of the other construction activities, as well as the community’s feelings with respect
to the timing of future development, was unknown to GEICO at the time of the previous
extension request and is well beyond GEICO’s control.

The confluence of these events represents the “occurrence of significant, unusual and
unanticipated events” which have impaired GEICQO'’s ability to implement its plan. Although
GEICO embarked deliberately on changes to its business plan, the decision has little relation to
the standards in the Subdivision Ordinance with respect to events beyond the applicant’s control
— GEICO has not taken overt actions to delay validation of its plan as prohibitad by the Code.
Rather, GEICO has continued to operate its insurance business while reviewing offers for
redevelopment action. However, none of the proposals has been able to meet the necessary
requirements. In the meantime, significant construction in the area is already underway and
GEICO does not want to jeopardize its relationship with the community by beginning
construction activities.

If the plan were not extended, undue hardship would result. As noted in the previous
correspondence, the Preliminary Plan was the result of intense collaboration between Staff, the
community and applicant. In fact, the community continues to support the project and the
requested four year extension. The resulting ballfield, park and “greenway” provide benefits to
the community that would be lost if the plan were to expire. Moreover, GEICO and the
community have maintained a discourse over current and future use of the site in anticipation of
the ultimate redevelopment.

! For example, GEICO recently re-entered the insurance market in New Jersey. In addition to the licensing,
underwriting and advertising issues, entering a new market requires extensive research, particularly where, as in
New Jersey, the legislature recently changed the law to regulate insurers and insurance fraud.
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We appreciate the opportunity to elaborate on these matters. Please do not hesitate to contact us
if you need any additional information.
Sincerely yours,

HOLLAND & KNIGHT LLP
g

%

Robert R. Harris

cc: Tariq el-Baba, Esquire

#2736288_v1
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