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Dear Chair Harris and Members of the Board:

Attached is an outline of the matters River Falls LLC believes are most important for the
Planning Board’s attention during Worksession #1 for the Clarksburg Gateway Sector
Plan. The topic is historic preservation. We thank you in advance for your consideration
of our position, which concurs with Staff. We will be attending the session.

Thank you,

Steve Robins

Steven A. Robins, Attorney

Lerch, Early & Brewer, Chtd.

7600 Wisconsin Ave | Suite 700 | Bethesda, MD 20814
T301-657-0747 | F 301-347-1778 | Cell 301-252-1904
sarobins@lerchearly.com| Bio

Subscribe to the Zoned In blog

Attention: This message is sent from a law firm and may contain information that is privileged or confidential. If you received this
communication in error, please notify the sender by reply e-mail and delete this message and any attachments. Thank you.
www.lerchearly.com
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Comsat Property Issues for Decision: Historic Preservation Worksession
River Falls asks the Planning Board to decide two questions related to the Comsat property:
1. CONCUR with Staff Recommendation Against Historic Designation of the COMSAT

Building.

2. CONCUR with Staff Recommended Agreement and Mitigation Package for Loss of the
COMSAT Building as Referenced in the Staff Report.
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1. CONCUR with Staff Recommendation Against Historic Designation of the COMSAT
Building.

e River Falls agrees with Staff’s conclusion that there is “no viable path” for preserving or
adaptively reusing the COMSAT building while achieving the plan’s economic development
and land use goals.

¢ Anindependent feasibility analysis by HR&A Advisors, commissioned by Planning staff,
determined that any adaptive reuse of the building would require a subsidy of at least
$28 million, and design options that would improve financial feasibility would require
alterations to the building that jeopardize eligibility for historic preservation tax credits
(Staff memo at 11; HR&A at 13).

e HR&A Memo also indicates that low and medium density residential, as defined by
Planning Staff, is not economically viable and demonstrates, irrefutably, that medium
density solutions are significantly worse economically, not better. Today, any new form
of development must be entirely surface parked to be economically viable. (Attached).

e RCLCO, a consultant retained by River Falls, assessed four adaptive reuse scenarios for
the former COMSAT building and found that the most viable economic use - rental
apartments —would still require a subsidy of at least $38 million. RCLCO concluded that
a life science adaptive reuse would require $95.3 million subsidy. For the Board’s
convenience, River Falls has attached the relevant excerpts of the RCLCO document to
this decision memao.

e Robert Elliott, CEO of River Falls and Kathryn Kuranda, Senior VP of Goodwin &
Associates also submitted detailed testimony into the public record on September 23,
2025, making the case against designation.

e Forthese reasons, River Falls asks the Planning Board to CONCUR with the Staff
recommendation against historic designation.
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2. CONCUR with Staff Recommended Agreement and Mitigation Package for Loss of the
COMSAT Building as Referenced in the Staff Report.

e River Falls agrees with Staff's recommendation to execute an agreement between River
Falls and M-NCPPC to honor COMSAT's legacy through context-sensitive mitigation,
including:

e Creation of a grant or fund to support interpretation and placemaking.

e Documentation of the building’s architecture and history in collaboration with the
County’s Historic Preservation Office; and

e Interpretive displays or installations commemorating COMSAT's role in the
advancement of satellite communications and its significance to Montgomery
County.

e River Falls asks the Planning Board to CONCUR with Staff’s mitigation proposals and to
direct Staff to conclude a mitigation agreement before adoption of the plan.



Memorandum

To: Montgomery County Planning Department
From: HR&A Advisors, Inc.

Date: 9/12/24

Re: COMSAT Financial Feasibility Study

The Montgomery County Planning Department engaged HR&A Advisors to assess the financial feasibility of
different development scenarios at the former COMSAT building site (the Site) adjacent to Interstate 270 in
Clarksburg. The primary goal of this analysis was to evaluate whether adaptive reuse of the historically significant
existing structure was feasible under current market conditions and the extent to which new development at the
site could generate additional value to subsidize historic preservation/adaptive reuse.

This analysis assesses the feasibility of several adaptive reuse and new development scenarios and provides key
financial metrics to help inform future decision making as part of Clarksburg Gateway Sector Plan
implementation. The analysis first estimates the costs to develop each private development scenario and then
considers the overall feasibility of the development by determining the residual land value (RLV) of the property,
calculated by subtracting total costs from the value of the project. This report is separated into three sections:

1) Development Scenarios: overview of development scenarios evaluated and program considerations
2) Financial Feasibility Analysis: detailed analysis of scenario feasibility and key assumptions
3) Recommendations: potential approaches to improving development feasibility

An appendix is also provided, which includes additional site information, existing development incentives, and an
alternate retail scenario requested by Montgomery County Planning.

For the COMSAT building site, HR&A analyzed adaptive reuse and three new development scenarios:

e Scenario 1 - low-density buildout of site with mix of apartments and townhomes
e Scenario 2 - medium-density buildout of site with mix of apartments and townhomes
e Scenario 3 - low-density buildout of site with townhomes only

Key takeaways are provided on the next page and followed by the full report.
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Key Takeaways

¢ There is a feasibility gap of $28 million for adaptive reuse of the COMSAT building. Historic tax
credits are insufficient to fully offset development costs, and parking and infrastructure requirements

widen the feasibility gap (Figure 1).
Figure 1 | Adaptive Reuse Residual Land Value

Adaptive Reuse

Adaptive Reuse

Total Value of Private Development -$23.0M
Historic Tax Credit Benefit $14.4M
Less: Parking Cost -$14.6M
Less: Roads and Open Space Costs -$4.7M

A. Total Residual Land Value of
Adaptive Reuse -$28.0M
(negative value indicates feasibility gap)

« Under current market conditions, there is also a feasibility gap for new development, with the
exception of for-sale, townhouse-only construction (Figure 2).

Figure 2 | New Development Residual Land Value (excluding Adaptive Reuse)

New Development
Low Density Medium Density Townhouse Only
Total Value of Private Development $22.1M -$39.2M $114.4M
Less: Parking Cost -$31.2M -$84.2M -
Less: Roads and Open Space Costs -$30.9M -$30.9M -$30.9M
B. Total Residual Land Value of
New Development -$40.1M -$154.3M $83.4M
(negative value indicates feasibility gap)

¢ While new development in the low- and medium-density scenarios both contribute to the
feasibility gap, the high value created by townhouse development may be sufficient to cross-
subsidize adaptive reuse (Figure 3). It is estimated that a townhouse program of approximately 400
units is required to offset this feasibility gap (Figure 15).

HR&A Advisors Inc. | Clarksburg Financial Feasibility Analysis
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Key Findings
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KEY FINDINGS - FINANCIAL ANALYSIS

Adaptive reuse of the COMSAT building is not feasible under any scenario evaluated without significant support.

» RCLCO assessed four adaptive reuse scenarios for the former COMSAT building at the subject site. Based on physical site characteristics and broader market
conditions, the following scenarios represent some of the most logical uses for the existing building: rental apartments, hotel, athletic center, and life science.

» RCLCO utilized assumptions from a recently completed market study in conjunction with detailed cost estimates provided by the client and associated
contractors to complete a series of financial models testing the feasibility of the four adaptive reuse scenarios under consideration.

» Based on this analysis, none of the adaptive reuse scenarios are financially feasible. The least costly use—rental apartments—still produces an
untrended residual land value of approximately -$38 million.

> Since any adaptive reuse of that building would create a drag on the entire development planned for the site, there is no financial incentive to pursue adaptive
reuse of the building. Additionally, current redevelopment plans for the site fall short of the allowable density under the current zoning when accommodating uses
that are achievable from a market perspective. Therefore, increases in allowable density are unlikely to improve the development plans or provide any
additional incentive to redevelop the existing building.

Untrended Residual Land Value by Adaptive Reuse Scenario (Excludes Historic Tax Credits), 2024;
COMSAT Building Adaptive Reuse

Rental Apartments -$37.8M
Athletic Center
Hotel

Traditional Life Science

-$120M -$100M -$80M -$60M -$40M -$20M $0Mm

Source: Axiometrics; Marshall and Swift; Contractor Cost Estimates; CoStar; RCA; Lantian; RCLCO
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KEY FINDINGS - CASE STUDIES

The adaptive reuse of significant buildings in suburban locations can be an effective development strategy, but it
typically requires favorable existing structures and still often requires additional gap funding

Hotel Marcel
(New Haven, CT)

Mg
b4

Liberty
(Lorton, VA)

Chappaqua Crossing
(Chappaqua, NY)
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 The layout, fagade, and physical structure of the
existing property required few modifications,
keeping total costs in check

* Historic tax credits caused hiccups, but covered
some of the funding gap required for the adaptive
reuse to succeed

» Energy efficiency was prioritized, increasing costs
to some degree but with much of the cost offset
by energy savings and incentives.

» The property was vacant for more than two
decades, even after it was initially redeveloped

The existing structures at the Lorton Reformatory
complimented the reuse strategies pursued by the
Alexander Company and Elm Street Communities

Fairfax County was committed to redeveloping the
site because of the growing need for housing in
the area

In addition to streamlining the approval process,
the County contributed the land and provided a
nearly $13 million direct subsidy

The location of Chappaqua Crossing—along Saw
Mill River Parkway, less than a 40-minute drive
from Manhattan—was a large advantage

Most of the reused building was likely relatively
easy to convert

While obtaining approvals to commence building
was a prolonged process, favorable leadership
changes eventually allowed the project to
introduce for-sale and retail product to anchor
financial returns

RCLGL
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KEY FINDINGS - IMPLICATIONS FOR SUBJECT SITE

Site Overview

>

The subject site, a prominent landholding along the 1-270 corridor in Montgomery County, holds significant potential for ground-up development, supported by the
region's anticipated growth and economic trends. However, RCLCO's analysis indicates that the adaptive reuse of the COMSAT building is not financially viable
without additional support. In the absence of such support, the most logical options for the site are either to leave the building vacant and develop around it, or to
demolish the building to optimize the site's future use.

Challenges Associated with Adaptive Reuse

>

>

The case studies, summarized on the previous slide, demonstrate that adaptive reuse can be an attractive investment, but that success hinges primarily upon the
adaptability of existing structures, market conditions supportive of the high costs of adaptive reuse, and/or additional incentives encouraging adaptive reuse.

In the case of the COMSAT building, there are a number of barriers:

» Physical Structure: At nearly 500,000 square feet, the existing COMSAT building is large, uniquely designed, does not meet energy codes, and is in a
general state of disrepair. In particular, the administrative wings of this building pose the largest redevelopment challenge; however, they are also the most
architecturally significant portion of the building. These wings feature relatively small and narrow rectangular buildings, connected by a large glass bridge on
the exterior. In contrast to the case studied properties that have been successful—Hotel Marcel, Liberty, and Chappaqua Crossing—there is not a use that
directly lends itself to this series of extremities; therefore, adaptive reuse of the building will require significant time and expense to execute.

» Market: While development has pushed north along the |-270 corridor in recent years, there is still limited demand for certain uses in Clarksburg, like office,
destination hospitality, and entertainment. These market constraints will likely endure until communities to the south, such as Gaithersburg and Germantown,
experience further growth and urbanization, resulting in a spillover of demand from both tenants and users to Clarksburg.

» Financial: The revenues associated with projects in Clarksburg are not large enough to cover the high costs that would be associated with the reuse of the
COMSAT building. This discrepancy between earning potential and associated costs is what generated the financial infeasibility shown on page six.

Implications for Subject Site

Though challenges exist, the adaptive reuse of the former COMSAT building may be achievable with the right support and/or incentives. The following options likely
represent the most logical paths to adaptive reuse of the building:

>

Donate the building: Adaptive reuse presents a drag on site-wide development returns, meaning the building itself theoretically carries no value for the
developer. As such, donating the building to the county or another interested party may be the most straightforward path to adaptive reuse. Pursuing a use that is
not income-generating (e.g., community space, recreation center, etc.) can be doubly beneficial by creating an asset for the community while also preserving a
potentially significant property on site. Furthermore, private-public partnerships have proven effective strategies for adaptive reuse.

Seek additional financial support: In addition to the potential ability to use historic preservation tax credits—which may be difficult to secure, and would not be
enough to make the evaluated scenarios feasible—a direct incentive for adaptive reuse of the COMSAT building may be the best option to make reuse financially
feasible. This incentive could take multiple forms, including direct subsidy, waived impact fees for the rest of the site, increment financing, or a mixture of options.
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