MuRrIEL BowsER
MAYOR

SEP 17

The Honorable Phil Mendelson

Chairman

Council of the District of Columbia

1350 Pennsylvania Avenue, N.W., Suite 504
Washington, DC 20004

Dear Chairman Mendelson:

Enclosed for consideration by the Council is proposed resolution entitled the “Eastern Branch Boys &
Girls Club Surplus Declaration and Approval Resolution of 2018.”

This proposed resolution, along with the “Eastern Branch Boys & Girls Club Surplus Declaration and
Approval Resolution of 2018.” will declare District owned real property located at 261 17th Street, S.E.
and identified for taxation and assessment purposes as Lot 0802 in Square 1088 (“Property™), as no longer
required for public purposes and approve its disposition pursuant to D.C. Official Code §10-801.

The proposed development program will transform this vacant site, located in the Capitol Hill
neighborhood, into an inclusive senior residential building containing 29 for-sale units. The development
is set to provide community space that will be available to residents and the public alike. The design
includes 30 percent of the units as affordable housing, at both 50 percent and 80 percent of Area Median
Income (AMI).

The Property sits at the intersection of Massachusetts Avenue, 17th, and C Streets S.E. in Ward 6. The
Property consists of a trapezoidal-shaped lot of 11,125 square feet in total land area, atop which sits the
approximately 31,028 square foot Eastern Branch Boys and Girls Club building. The Club closed in
August 2007. The District acquired the Property from the Boys and Girls Club of Greater Washington in
2010. Since then the building has remained unoccupied and unused.

In 2017, the Property went through the OurRFP process, a Mayoral initiative that aims to obtain public
input for the future use of properties prior to issuing a Request for Proposals. The process involved a
series of public engagements conducted by DMPED. Upon review of the proposals from each responsive
team to the RFP, and in consideration of the requested criteria from the community and ANC 6B,
DMPED selected the development team of Capitol Hill Cohousing, LLC, comprised of Century
Associates, LLC, Eco Housing Corporation, and Keystar, LLC (collectively the “Developer™).



Approval of the proposed resolutions will declare surplus and allow for the disposition of the Property to
the Developer to create a unique senior housing building with affordable and market rate, for-sale units.
The building will provide communal spaces to enhance the atmosphere and sense of community for its

residents. The project will return existing building to life and provide maintenance to public space directly
surrounding the building.

As always, I am available to discuss any questions you may have regarding these proposed resolutions. 1
look forward to their prompt and favorable consideration.

Sincerely,

Mutgiel BoWwser
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/EhairmanPhil Mendelson
at the request of the Mayor

A PROPOSED RESOLUTION

IN THE COUNCIL OF THE DISTRICT OF COLUMBIA

To approve the disposition of District-owned real property, known as the Eastern Branch
Boys and Girls Club, located at 261 17™ Street S.E. and known for taxation and
assessment purposes as Lot 0802 in Square 1088.

RESOLVED, BY THE COUNCIL OF THE DISTRICT OF COLUMBIA, that
this resolution may be cited as the “Eastern Branch Boys and Girls Club Disposition
Approval Resolution of 2018”.

Sec. 2. Definitions.

For the purposes of this resolution, the term:

(1)  “Certified Business Enterprise” means a business enterprise or joint
venture certified pursuant to the Small, Local and Disadvantaged Business Enterprise
Development and Assistance Act of 2005, effective October 20, 2005 (D.C. Law 16-33;
D.C. Official Code § 2-218.01 ef seq.), as amended.

2) “First Source Agreement” means an agreement with the District governing
certain obligations of the Developer pursuant to section 4 of the First Source

Employment Agreement Act of 1984, effective June 29, 1984 (D.C. Law 5-93; D.C.

Official Code § 2-219.03), as amended, and Mayor’s Order 83-265, dated November 9,
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1983, regarding job creation and employment generated as a result of the construction on
the Property.

(3)  “Property” means the real property and improvements located at 261 17"
Street S.E., and known for taxation and assessment purposes as Lot 0802 in Square 1088.

Sec. 3. Findings.

(a) The developer of the Property shall be Capitol Hill Cohousing, LLC, a
District of Columbia limited liability company, with a business address of 608 6" Street
N.E., Washington, DC 20002, and its successors, assignees, sublessees, or affiliates, as
approved by the Mayor (collectively, the “Developer”).

(b)  The Property consists of an 11,125 square foot lot and existing building of
approximately 31,028 square feet.

(c) The intended use of the Property is a mixed-use development including
affordable residential units for seniors, market-rate residential units for seniors,
community space that is available to residents and the public, and any ancillary uses
allowed under applicable law, and as further described in the term sheet submitted with
this resolution (the “Project™).

(d)  The Mayor finds that the disposition shall include the following terms:

(1) The Developer will comply with the requirements of An Act
Authorizing the sale of certain real estate in the District of Columbia no longer required
for public purposes, approved August 5, 1939, as amended (53 Stat. 1211; D.C. Official
Code § 10-801 et seq.) (the “Act™), including dedicating residential units in the Project

as affordable housing units, pursuant to D.C. Official Code § 10-801(b-3).
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) The Developer shall enter into an agreement that shall require the
Developer to, at a minimum, contract with Certified Business Enterprises for at least 35%
of the contract dollar volume of the Project, and shall require at least 20% equity and
20% development participation of Certified Business Enterprises in the Project, in
accordance with D.C. Official Code §§ 2-218.49a and 10-801(b)(6).

(3)  The Developer shall enter into a First Source Agreement with the
District that shall govern certain obligations of the Developer regarding job creation and
employment as a result of the construction on the Property, pursuant to D.C. Official
Code § 2-219.03 and Mayor’s Order 83-265, dated November 9, 1983.

(¢)  Pursuant to D.C. Official Code § 10-801(b)(8)(C), the proposed method of
disposition is a fee simple transfer, as further described in the documents submitted with
this resolution.

® The District has satisfied the public hearing requirements of section 1(b-5)
of An Act Authorizing the sale of certain real estate in the District of Columbia no longer
required for public purposes, approved August 5, 1939 (53 Stat. 1211; D.C. Official Code
§ 10-801(b-5), as amended by The Land Disposition Transparency Emergency Act of
2017, effective March 27, 2017, (D.C. Act 22-25)).

(g) The Land Disposition and Development Agreement for the disposition of
the real property shall not be inconsistent with the substantive business terms of the
transaction submitted by the Mayor with this resolution in accordance with subsection
D.C. Official Code § 10-801(b-1)(2), unless revisions to those substantive business terms
are approved by the Council.

Sec. 4. Approval of disposition.
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(a) Pursuant to the Act, the Mayor transmitted to the Council a request for
approval of the disposition of the Property to the Developer.

(b)  The Council approves the disposition of the Property.

Sec. 5. Fiscal impact statement.

The Council adopts the fiscal impact statement in the committee report as the
fiscal impact statement required by section 602(c)(3) of the District of Columbia Home
Rule Act, approved December 24, 1973 (87 Stat. 813; D.C. Official Code § 1-206.02
(©)3))-

Sec. 6. Transmittal of resolution.

The Secretary to the Council shall transmit a copy of this resolution, upon its
adoption, to the Mayor.

Sec. 7. Effective date.

This resolution shall take effect immediately.



GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE ATTORNEY GENERAL
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ATTORNEY GENERAL ]
KARL A, RACINE —
Commercial Division
MEMORANDUM-
TO: Janet Robins

Deputy Attorney General

Legal Counsel Division
THROUGH: David Fishe™ T

Deputy Attorney General
FROM: Lawrence Wolk

Assistant Attorney Gene
DATE: August 10,2018 -
SUBJECT: Disposition of Property Located at 261 17® Street, S.E., (Lot 802 in Square

1088) (“261 17th”) by the District of Columbia (“District”) to Capitol Hill
Cohousing LLC (“Developer”) Pursuant to D.C. Official Code
Sec. 10-801(b)(8)(C) (“Disposition”)

This iS to Cerﬁfy that the Commercial Division of the Office of the

Attorney General has examined the following documents provided by the Office of the Deputy
Mayor for Planning and Economic Development (“‘DMPED”) (“Transaction Documents”):

1. Signed Council Term Sheet - Disposition of 261 17th, dated August 9, 2018;

2. Undated and unsigned Land Disposition and Development Agreement between the District and
Developer (“LDDA”);

3. Exhibits A, B, F, and J to the LDDA, undated and unsigned; and

4. LDDA Exhibits D, G and M, signed.

After a detailed examination of the Transaction Documents, we conclude that they do not
contravene or violate any known legal requirements, obligations or commitments of the District
government. Accordingly, in their present form as provided to us, we discern no reason to

———————determine-that the Transaction-Documents-are not-legally sufficient; and the Transaction
Documents are therefore approved for legal sufficiency. This Office has not reviewed any
transactional documentation other than the above Transaction Documents, and provides no legal
opinion about any transactional documentation other than the above Transaction Documents.

If you have any questions, please do not hesitate to call me at 202-724-5094.

441 Fourth Street, N.W., Suite 1010 South, Washington, DC 20001 Phone (202) 724-6658 Fax (202) 741-8930




Government of the District of Columbia
Office of the Chief Financial Officer

* * *
R
BN
Jeffrey S. DeWitt
Chief Financial Officer
MEMORANDUM
TO: The Honorable Phil Mendelson
Chairman, Council of the District of Columbia
FROM: Jeffrey S. DeWitt vy \9 @Mﬂ
Chief Financial Office &
DATE: August 30,2018
SUBJECT: Fiscal Impact Statement - Eastern Branch Boys and Girls Club
Disposition Approval Resolution of 2018
REFERENCE: Draft Proposed Resolution as shared with the Office of Revenue
Analysis on August 10,2018
Conclusion

Funds are sufficient in the fiscal year 2018 budget and the fiscal year 2019 through fiscal year 2022
budget and financial plan to implement the proposed resolution.

The resolution approves the disposition of the old Eastern Branch Boys and Girls Club for private
development. The developer will pay the District $100,000 at closing through a fee simple
transaction.

The District used tax-exempt bond proceeds for the purchase of the Eastern Branch Boys and Girls
Club; therefore, the Chief Financial Officer's general counsel reviewed the disposition of the
property to ensure compliance with Internal Revenue Service (LR.S.) rules related to private
business use for tax-exempt bond proceeds. The review indicated that any tax-exempt capital
expenditures on the property were de minimis (falling under the five percent L.R.S. allowance per
bond issuance).

Background

The proposed resolution approves the District’s disposition of the old Eastern Branch Boys and
Girls Club property located at 261 17t Street, S.E.! to Capitol Hill Cohousing, LLC. The developer
plans to reuse the existing building and develop a condominium building. The development will
have approximately ten affordable residential units for seniors, 19 market rate residential units,
two guest suites for common use by condominium residents, and community space that will also be

! Known for tax assessment purposes as Square 1088, Lot 802.

1350 Pennsylvania Avenue, NW, Suite 203, Washington, DC 20004 (202)727-2476
www.cfo.dc.gov



The Honorable Phil Mendelson
FIS: “Eastern Branch Boys and Girls Club Disposition Approval Resolution of 2018,” Draft Proposed
Resolution as shared with the Office of Revenue Analysis on August 10,2018

accessible to the public. Capitol Hill Cohousing, LLC will pay the District $100,000 through a fee
simple transaction.

Because the developer is benefitting from the disposition of public property, it must comply with
the District’s affordable housing requirements.z The developer will meet this requirement through
the planned ten affordable residential units for seniors.3

The developer must sign a First Source Agreement* with the District and use Certified Business
Enterprises for at least 35 percent of the contract dollar volume of the project, 20 percent of the
project’s equity financing, and 20 percent of the dollar volume of non-construction development
activities.

The District will declare the property as surplus property through the accompanying Eastern
Branch Boys and Girls Club Surplus Declaration and Approval Resolution of 2018.

Financial Plan Impact

Funds are sufficient in the fiscal year 2018 budget and the fiscal year 2019 through fiscal year 2022
budget and financial plan to implement the proposed resolution. The Deputy Mayor for Planning
and Economic Development expects the disposition to close in the middle of 2020 and Capitol Hill
Cohousing, LLC will pay the District $100,000 through a fee simple transaction at that time. The
District will deposit the transaction proceeds into the District’s General Fund.

The District used approximately $9.6 million in proceeds from tax-exempt bonds for the purchase
of the Eastern Branch Boys and Girls Club property. If tax-exempt bond proceeds remain
outstanding on a property, L.R.S. rules limit the bond issuer’s ability to transfer the space to a
private business. However, the bond issuer may transfer the property if the aggregate amount of
bond expenditures related to the subject property, plus any other properties that have been sold or
transferred for private use, is less than five percent of the total bond issuance. In this case, the
aggregate tax-exempt expenditures on bonds related to the Eastern Branch Boys and Girls Club are
de minimis. Thus, in accordance with LRS. rules, the District is not required to take any bond
related action, such as bond defeasement, before transferring the property.

The disposition will reduce District capital assets by approximately $984,000, but assets are not
included in the budget and financial plan and their loss does not have is not a fiscal impact.

2 Disposition of District Land for Affordable Housing Amendment Act of 2014, effective March 10, 2015 (D.C.
Law 20-193; D.C. Official Code § 10-801).

3 Fifty percent of the units will be affordable to 50 percent of the area median income (AMI) and fifty percent
will be affordable to 80 percent AMI.

4 First Source Employment Agreement Act of 1984, effective June 29, 1985 (D.C. Law 5-93; D.C. Official Code §
2-219.03).

Page 2 of 2



GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE ATTORNEY GENERAL
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A.
KARL A. RACINE P

Legal Counsel Division
PRIVILEGED AND CONFIDENTIAL
ATTORNEY-CLIENT COMMUNICATION
MEMORANDUM

TO: Molly Hofsommer
Legislative Director .
Office of the Deputy Mayor for Planning and Economic Development

FROM: Janet M. Robins ) N%%\/

Deputy Attorney General
Legal Counsel Division

DATE: August 22, 2018

RE: Eastern Branch Boys and Girls Club Surplus Declaration and Disposition Approval
Resolutions of 2018
(AE-18-421)

This responds to an email request we received from your office by which you transmitted proposed
legislation entitled the “Eastern Branch Boys and Girls Club Surplus Declaration and Approval
Resolution 0f 2018” and the “Eastern Branch Boys and Girls Club Disposition Approval Resolution of
2018~ (together, the Resolutions) to our Office for a legal sufficiency review.

The Resolutions will provide the Council’s surplus declaration and approval for the disposition of the
District-owned real property, known as the Eastern Branch Boys and Girls Club, located at 261 17th
Street S.E., and known for taxation and assessment purposes as Lot 0802 in Square 1088., pursuant to An
Act Authorizing the sale of certain real estate in the District of Columbia no longer required for public
purposes, approved August 5, 1939, 53 Stat. 1211, D.C. Official Code § 10-801 ez seq. (2012 Repl. and
2017 Supp.) (Act). The Resolutions set forth the required terms and conditions of the proposed property
disposition.’

This Office finds the attached Resolutions to be legally sufficient. The Commercial Division of our Office
has reviewed the transactional documents that the Office of the Deputy Mayor for Planning and Economic
Development provided to them for review,? and determined that the documents are legally sufficient and

! We note that the Surplus Declaration Resolution references the public hearing held on February 16, 2017, at the Friendship Chamberlain
Elementary located at 1345 Potomac Avenue S.E., as the public hearing required by the Act.
2 The Commercial Division reviewed and approved the following transactional documents for legal sufficiency, in the form presented to the
Commercial Division for review:

1. Signed Council Term Sheet — Disposition of 261 17th, dated August 9, 2018;

2. Undated and unsigned Land Disposition and Development Agreement between the District and Developer (“LDDA™);

3. Exhibits A, B, F, and J to the LDDA, unsigned and undated; and

4. LDDA Exhibits D, G and M, signed.

1350 Pennsylvania Avenue, N.W., Suite 409, Washington, D.C. 20004 Phone (202) 724-5524 Fax (202) 724-6160




do not contravene or violate any known legal requirements, obligations or commitments of the District
government.

I'have attached a Certificate of Legal Sufficiency for your use. In addition, please be reminded that you
must secure a fiscal impact statement from the Office of the Chief Financial Officer to accompany the
Resolution. If you have any questions about this memorandum, please contact either Anne R. Hollander,
Assistant Attorney General, at 724-5560, or me at 724-5524.

JMR/arh

Attachments (3)




GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE ATTORNEY GENERAL
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Legal Counsel Division

MEMORANDUM

TO: Alana Intrieri
Director
Office of Legislative Support

FROM: Janet M. Robins
Deputy Attorney General
Legal Counsel Division

DATE: | August 22, 2018
RE: Eastern Branch Boys and Girls Club Surplus Declaration and Disposition Approval

Resolutions of 2018
(AE-18-421)

ThiS is to Cel’tify that i Office has reviewed the legislation entitled the

“Eastern Branch Boys and Girls Club Surplus Declaration and Approval Resolution of 2018” and
the “Eastern Branch Boys and Girls Club Disposition Approval Resolution of 2018” and found
them to be legally unobjectionable. If you have any questions, please do not hesitate to call me at
724-5524.

dmﬂ/qog»/é\,

Janet M. Kobins




Disposition Analysis
Eastern Branch Boys and Girls Club, 2018

DISPOSITION ANALYSIS
IN SUPPORT OF DISPOSITION OF REAL PROPERTY

Project Name: 261 17th Street, S.E., known as “Eastern Branch
Boys & Girls Club”

Property Description: Square 1088, Lot 0802 (the “Property™)

Size of Property: 11,125 square foot lot

Zoning of Property: RF-1

Ward: Ward 6

Proposed Purchaser: Capitol Hill Cohousing, LLC (the “Developer”)

General Description of the “Development Plan”:

The proposed development consists of the adaptive reuse of the Eastern Branch Boys and Girls
Club (“EBBGC”) building, converting it into a senior cohousing building. The building will
provide condominiums with affordable and market rate units for seniors, communal areas for
residents, and guest suites available for friends and family of the residents. The project will also
include a community space that is available to residents and the public (the “Community Space”)
and will also create parking for residents and visitors.

1. Proposed Method of Disposition. DC Code §10-801(B)(8).

A public or private sale to the bidder providing the most benefit to the District. DC
Official Code §10-801(b)(8)(F).

2. Description of efforts to dispose of Property for a use with a direct public benefit as
described in a specific government plan adopted by the Mayor or Council, including
the Community Development Plan, the Comprehensive Plan, the Strategic
Neighborhood Area Plan, or the Comprehensive Housing Strategy Plan. DC Official
Code §10-801(a-2).

a. Public Benefits Requested in Solicitation

OurRFP Process. The Office of the Deputy Mayor for Planning and Economic
Development (“DMPED”) underwent the QurRFP process for the surplus and disposition
of the Property. The OurRFP initiative was created to understand and incorporate
community input early in the process of redeveloping publicly-owned land. Through a
series of community engagement efforts, DMPED is able to understand the community’s
perspective and priorities in conjunction with the District’s goals when crafting and
issuing a Request for Proposal.

Page 1 of 8 261 17th Street, S.E.



Disposition Analysis
Eastern Branch Boys and Girls Club, 2018

The Our RFP process consisted of community engagement through a Public Workshop
Meeting, an Online Engagement Forum, a Follow-Up Public Meeting, and surplus and
disposition meetings. Through the OurRFP process, community participants had an
opportunity to provide their input on topics including residential priorities, public space
priorities, and historical value in small discussion groups and then refine their community
preferences for redevelopment of the site. The community preferences prioritized and
included in the RFP were:

e Possible Uses:

- Residential only;

- Mixed-use (mostly residential with neighborhood serving retail such as a day
care, senior care, community space, etc.); and

- Institutional (school, etc.).

¢ Housing Priorities:
- Opportunities for homeownership;
- Housing reserved for seniors;
- Family sized units; and
- Multigenerational housing,.

¢ Public Space and Sustainability:

- Exceed green building requirements (add sustainable elements, maximize
energy efficiency);

- Sustainable landscaping (rain garden, low environmental impact etc.);

- Public art; and

- Street furniture.

The District also encouraged respondents to the RFP to consider, in their vision, the
District’s goals with respect to promoting affordable housing, local business
participation, and maximizing community benefits. Respondents were required to achieve
or exceed the stated policy goals, maximizing economic development value to the
District, improving the quality of life for the surrounding community, and advancing
opportunities for local residents and businesses. This includes meeting or exceeding the
CBE and First Source requirements which boost local job creation and/or apprenticeship
programs for District residents.

The Comprehensive Plan. The Comprehensive Plan’s Future Land Use Map designates
the property as moderate density residential, and the Generalized Policy Map designates
the Property as a neighborhood conservation area. The Comprehensive Plan’s Capitol
Hill Area Element includes the following policies related to the Property:

e Within the Planning and Development Priorities section, the following guidance
is provided: “Historically, Capitol Hill has had a large number of older
schoolhouses and public works buildings. Some of these facilities, like the Bryan
School on Independence Avenue and the streetcar barn on East Capitol Street,

Page 2 of 8 261 17th Street, S.E.



Disposition Analysis
Eastern Branch Boys and Girls Club, 2018

have been adaptively reused for housing. Such reuse has preserved important
architectural landmarks; however, there are concerns that surplus schools and
public buildings will be demolished and replaced with much higher-density
housing in the future. Residents at Comp Plan meetings were clear that any future
development on surplus public property should conform to the prevailing density
and architectural fabric of the surrounding community.”

® Policy CH-1.1.2 (Renovation of Housing Stock) provides that the District should
“encourage the rehabilitation and renovation of the building stock throughout the
Capitol Hill Planning Area, taking steps to preserve and restore important historic
features. Where infill development occurs, its scale and character should be
compatible with prevailing neighborhood densities and its design should
contribute to neighborhood continuity and quality.”

® Policy CH-1.1.9 (Conversion of Non-Residential Structures) provides that the
District should: “allow the conversion of obsolete or vacant non-residential
structures (including schools, churches, warehouses, and institutional uses) to
housing, provided that important architectural resources are conserved, and the
resulting development is consistent in density with surrounding uses.”

e Policy CH-1.2.1 (Recognition of Historic Resources) provides that the District
should “protect and preserve historic structures, places, and landmarks on Capitol
Hill, including Congressional Cemetery. Seek greater recognition of the
neighborhood’s defining physical features—including the L’Enfant street plan—
as important and nationally-significant cultural resources.”

e Policy CH-1.2.4 (Community Facilitiesy provides that the District should
“promote continued investment, maintenance, and modernization of important
community public facilities in the Capitol Hill Planning Area, including schools,
libraries, and social service facilities. Particular attention should be given to
sustaining Eastern High School as a community anchor, and to maintaining
Friendship House and the local Boys and Girls Club as social service
organizations.”

The above Comprehensive Plan considerations support maintaining the existing building
and providing dwelling units with community accessible areas as the most viable and
reasonable future uses for the Property.

b. Public Benefits in proposed Developer’s Development Plan.

The Developer has proposed to meet the community’s preferences as established in the
OurRFP by rehabilitating the building envelope, providing opportunities for
homeownership, setting aside 30% of affordable housing for seniors, including guest
suites for visiting family or friends of residents, adding approximately 17 parking spaces,
including a green roof, and meeting the CBE and First Source requirements.
Additionally, the Developer has committed to include a Community Space inside the

Page 3 of 8 261 17th Street, S.E.



Disposition Analysis
Eastern Branch Boys and Girls Club, 2018

building that will be made available to residents and the public (together known as the
“Development Plan™).

The Development Plan also provides for a unique opportunity to:
e preserve the Property as a legacy to the once prominent Boys and Girls Club;
create a senior facility inside the Capitol Hill neighborhood; and

anticipate the reduction of residents’ expenses through the cohousing or shared
spaces residential building model.

The Development Plan is set to retain the particular exterior character of the Eastern
Branch Boys and Girls Club while modifying atypical interior spaces to create a
residential building. The existing floor layouts will be rehabilitated, and additional floors
will be inserted to maximize the efficiency of the building. The interior and exterior will
be upgraded to meet current ADA standards, allowing for ease of access for senior
services. With its prominent location, the rehabilitation of this building will help the
surrounding neighborhood by welcoming senior residents and will be available to host
public community meetings for the benefit of the public.

Attainment of District Policy Goals. Teams were asked to maximize District policy goals
at part of the RFP. Both of the solicitation respondents’ proposals fell within a
competitive range; however, the selected Developer maximized the value to the District
through a competitive level of affordable housing, compliance with CBE requirements,
and financially feasible development project. Additionally, the Developer has experience
in sustainable community projects, including the Eastern Village Cohousing project
completed in 2005 and the TakomaVillage Cohousing project completed in 2001.

The Development Plan is aligned with the District’s affordable housing goals by
providing 30% affordable housing for seniors at both the 50% and 80% of the Area’s
Median Income (AMI). There has been support for the proposed development plan from
neighborhood residents that have lived in the Capitol Hill area for years and are ready to
downsize their living spaces and reduce expenses. This reduction in space requirements
was reiterated in several neighborhood meetings, including the Public Disposition
Meeting and the meeting in which the Development team presented their proposals. The
majority of residents supported a senior mixed-income condominium building.

Development Vision. The Developer has committed to bringing a collaborative design
process to the residents of Capitol Hill and deliver an inclusive senior residential
building. The building will provide communal spaces to enhance the atmosphere and
sense of community for its residents. The development will also rejuvenate the existing
building and provide maintenance to public space surrounding the building. The
development is set to provide Community Space that will be available to residents and
the public alike. The design includes an affordable housing component that provides 30%
affordable housing for seniors. Finally, the green building requirements will be integral to
the design of the exterior spaces and provide a green roof to help create additional
community gathering spaces and help reduce the stormwater runoff.

Page 4 of 8 261 17th Street, S.E.



Disposition Analysis
Eastern Branch Boys and Girls Club, 2018

¢. Public Uses included in proposed Developer’s Development Plan (such as public
parks, construction of roads, sidewalks, and other public amenities).

The Development Plan to renovate the existing structure to a condominium building will
allow for the revitalization of the building and continued maintenance of the surrounding
landscape. The Development Plan will provide a Community Space that would be of
benefit to the neighborhood by allowing the public and residents to host community
meetings and events. Currently, the Property consists of a vacant structure that remains
unutilized. The Property is located on a unique intersection and currently creates an
uninviting feel and public safety concern.

d. The chosen method of disposition, and how competition was maximized. DC
Official Code § 10-801(b-1)(1)(A).

The proposed method of disposition is a public or private sale to the respondent providing
the most benefit to the District (DC Official Code § 10-801 (®)(8)(#). DMPED conducted a
solicitation process to select a team that is capable of (a) providing a residential use plan
that conforms to the community requirements, (b) adding affordable housing to district
residents, (c) giving opportunities for homeownership, (d) agreeing to the District’s CBE
and First Source requirements, (€) proposing senior or multifamily serving housing, (f)
and providing a design that meets or exceeds the green building requirements.

The formation and posting of the RFP was an extensive process. DMPED underwent the
OurRFP process that includes community engagement before, during, and after the RFP
is posted. The OurRFP process consisted of a Public Workshop Meeting, an Online
Engagement Forum, and a Follow-Up Public Meeting. DMPED also hosted an
informational tour of the building for engaged residents in collaboration with ANC
commissioners, stakeholders, and civic organizations in the area. DMPED coordinated
with ANC commissioners in outreach efforts and invited residents to provide their
priorities for the Property through multiple input opportunities.

DMPED presented the RFP during its 2017 March Madness event, posted the solicitation
on the DMPED website, and made a public announcement of the RFP release on April
26, 2017. Two development teams submitted proposals to DMPED for review (the
“solicitation respondents”). The solicitation respondents participated in community
meetings to present their proposals and to seek input from the community. Meetings were
conducted at a local school, St. Coletta of Greater Washington (1901 Independence Ave
S.E., Washington, D.C. 20003), near the Property and inside the Hill East neighborhood.
ANC 6B was initially presented solicitation respondents’ proposals at the Hill East Task
Force on November 2, 2017. The solicitation respondents also presented their proposals
to ANC 6B in the Planning and Zoning meeting on November 7, 2017, and then again to
the full ANC 6B meeting on November 14, 2017. After the full ANC meeting, the ANC
presented DMPED with a letter highlighting key elements in each of the solicitation
respondents’ proposals and noted the strong support from the community for the Capitol
Hill Cohousing, LLC development plan.

Page 5 of 8 261 17th Street, S.E.



Disposition Analysis
Eastern Branch Boys and Girls Club, 2018

Prior to award, a multidisciplinary panel of agency representatives deliberated the
solicitation respondents’ proposals and provided feedback on the respondent’s proposals.
The community also discussed the proposals and provided a letter stating, “ANC 6B
voted to communicate to DMPED a finding that the proposal from the Century
Associates team is more compatible with the Comprehensive Plan than is the Morningstar
proposal.” With support for a senior condominium building, DMPED selected Century
Associates, LLC, Eco Housing Corporation, and Keystar, LLC to exclusively negotiate
for the disposition and development of the Property. Century Associates, LLC, Eco
Housing Corporation, and Keystar, LLC partners formalized itself as Capitol Hill
Cohousing, LLC.

e. The manner in which economic factors were weighted and evaluated, including
estimates of the monetary benefits and costs to the District that will result from
the disposition. The benefits shall include revenues, fees, and other payments to
the District, as well as the creation of jobs. DC Code § 10-801(b-1)(1)(B).

The following were considered in evaluating the economic factors associated with the
disposition— analysis of an independent appraisal of the Property, evaluation of the
solicitation respondents’ proposals, estimated jobs that could be produced from the
proposed Development Plan, and potential tax revenue to the District.

Appraisal. An independent appraisal was completed in August 2018 by Newmark Knight
Frank of Washington, D.C. The report indicated that the as-is market value of the
District-owned property without any encumbrances could potentially be $900,000. This
value assumes that the building is razed and rebuilt as townhomes or 2 dwelling unit flats
to achieve the highest and best use. However, with the proposed Development Plan and
requirement to maintain the building the value drops to $1.

OwrRFP Evaluation. The District sought responses that satisfied the following criteria:
demonstration that the respondent possessed the financial resources to execute the project
requirements with no District-based subsidy; provided funding plans, including sources
and uses tables and multi-year pro-forma development budgets; displayed a willingness
to provide the District with fair consideration for its real property assets; demonstrated
significant investments of “at risk” capital during the pre-development and development
process; and exhibited a willingness to provide the District with a meaningful guarantee
regarding payment and performance through final project completion.

The Developer will provide a one-time purchase payment to the District in the amount of
$100,000 for a fee simple transfer of the Property.

The project is estimated to generate 48 temporary jobs through construction and 1 job is
anticipated to be permanent. The project is anticipated to generate approximately
$472,312 in construction period tax revenues and approximately $4,598,579 in
permanent tax revenues over 30 years.

f. Please describe all disposition methods considered and provide a narrative of the
proposed disposition method that contains comparisons to the other methods
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and shows why the proposed method was more beneficial for the District than
the others in the areas of return on investment, subsidies required, revenues paid
to the District, and any other relevant category, or why it is being proposed
despite it being less beneficial to the District in any of the measured categories.
DC Official Code §10-801(b-1)(1)(C).

Disposition Methods Considered. The proposed disposition of the Property is through a
public or private sale to the respondent providing the most benefit to the District. This
method of disposition was chosen because it most strongly aligns with community and
District goals, specifically the 30% affordable housing for seniors, opportunity for
homeownership, and the preservation of the building of the former EBBGC. The other
dispositions methods that were considered were a public sale to the highest bidder and a
lease for a period greater than 15 years.

Benefits of Disposition Method. The options to lease the Property for a period greater
than 15 years or combination of leaseback and sale did not align with the goal of
providing homeownership to District residents. The straight sale, negotiated sale, and
exchange in interest for a specifically designated purpose also did not provide the
maximum benefit to the District. By going through the OurRFP process, the District was
able to understand the community’s goals and incorporate them into the solicitation. The
solicitation responses included the specifically designated purposes and met District
policy goals.

The RFP was published by DMPED with flexible purchasing options but with maximum
community and District benefits. The current proposal transfers fee-simple ownership to
Capitol Hill Cohousing, LLC for a one-time payment of $100,000. The Development
Plan will require no District subsidy or other government assistance. The disposition will
include restrictions to uphold community requirements including creating a Community
Space open to District residents, establishing a minimum of 30% affordable housing
units, providing homeownership opportunities, preserving the EBBGC legacy, and
building a senior housing facility.

Through this method of disposition, the revenues paid to the District will be as follows;
(1) purchase price to be $100,000, (2) approximate $472,312 in construction period tax
revenues, and (3) approximately $4,598,579 in permanent tax revenues over 30 years.

g A pre-disposition economic impact statement in the form of a quantitative
analysis that estimates the economic benefits, including revenues, tax receipts,
and job creation, that will result from the disposition, including the anticipated
benefits of any development project to be undertaken at the property and any
offsite property, including direct, indirect, or induced outcomes (DC Official
Code § 10-801(b-1)(1)(D)

A pre-disposition economic impact statement in the form of a quantitative analysis that
estimates the economic benefits was performed. The economic benefits measured include
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revenues, tax receipts, and job creation, that will result from the disposition, as well as
the anticipated benefits of any development project to be undertaken at the property and
any offsite property, including direct, indirect, or induced outcomes. The pre-disposition
economic impact statement estimates the economic benefits to be the following:

o The project is anticipated to generate approximately $472,312 in construction
period tax revenues.

o The project is anticipated to generate approximately $4,598,579 in permanent tax
revenues over 30 years.

48 temporary jobs are anticipated to be created through the construction period.
e 1 jobis anticipated to be created by the condominium association.
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Exhibit I. - COUNCIL TERM SHEET

Disposition of the former Eastern Branch Boys and Girls Club

Date August 9, 2018

Seller District of Columbia (the “District”), acting by and through the Deputy
Mayor for Planning and Economic Development (“DMPED?).

Buyer CAPITOL HILL COHOUSING, LLC, and its successors, assigns, or
affiliates (the “Developer™), as approved by DMPED or permitted under
the LDDA (defined below).

Property The real property located at 261 17TH STREET SE, known for tax and
assessment purposes as Lot 0802 in Square 1088 (the “Property™).

The Project The project will be an adaptive reuse of a currently vacant structure that
will provide approximately 10 affordable residential condominium units
for seniors, approximately 2 guest suites available as a common element
of the condominium association, and approximately 19 market rate
residential condominium units also for seniors. The project will also
include community space that is available to residents and the public and
approximately 17 parking spaces.

Land Dispesition All of the terms and conditions of the sale and purchase of the Property

Agreement will be governed by the terms of a Land Disposition and Development
Agreement (“LDDA”) by and between the District and the Developer.

Method of The Property will be conveyed in fee simple by the District to the

Disposition Developer pursuant to D.C. Official Code §10-801(b).

Consideration Purchase Price — At closing, the Developer shall pay to the District
$100,000.00 for fee simple conveyance of the property.

Affordable Housing | The Project will comply with the affordable housing requirements of

D.C. Code 10-801 et seq.

Conditions of
Closing

The District’s obligation to convey the Property to the Developer shall be
conditioned on the conditions to closing, subject to waiver in District’s
sole discretion, as set forth in the LDDA and summarized as follows:

¢ The District’s approval of the Developer’s design, budget and
project financing plan,

« Developer’s obtaining financing and equity to fund 100% of the
development;

* Developer’s providing the District development and completion
guaranties to the District’s satisfaction;




» Developer having received all necessary zoning approvals or any
zoning relief deemed necessary to accomplish the Project.
Developer having received all necessary permits and other
approvals required for commencing construction of the project.

Green Building The Developer shall construct the Project in compliance with the Green

Requirements Building Act of 2006, D.C. Official Code § 6-1451.01 et seq., as
amended, and the regulations promulgated therewith.

Schedule of The following is the Schedule of Performance with estimated dates,

Performance which may be amended and extended with the approval of DMPED in

accordance with the terms of the LDDA:

+ Execution of the LDDA - within 60 days after Council approval
of the disposition.

* Closing — within 18 months of Council approval

+ Commencement of Construction — within 60 days after Closing

« Substantial Completion — within 1 year of Commencement of
Construction

« Final Completion — within 60 days from Substantial Completion

Post-Closing
Requirements

As required under the LDDA, the Developer shall execute at Closing the
Construction and Use Covenant and Affordable Housing Covenant and
shall be bound to comply with the requirements of the same for the
applicable durations identified therein. As required under the LDDA, the
Developer shall deliver to the District at Closing a Development and
Completion Guaranty executed by a guarantor approved by DMPED.

Certified Business
Enterprise

The Developer shall execute a SBE Subcontracting, and Equity and
Development Participation, Statutory Requirements Acknowledgement
Form in which the Developer acknowledges and agrees to be bound to
the Certified Business Enterprise contracting, equity and development
requirements applicable to the Project.

First Source
Requirements

The Developer shall enter into a First Source Agreement with the
Department of Employment Services that shall govern obligations of the
Developer pursuant to D.C. Official Code §§ 2-219.03, as amended, and
Mayor’s Order 83-265 (November 9, 1983) regarding job creation and
employment generated as a result of the construction of the Project.




1.

3.

INTENTION AND LIMITATIONS OF THIS TERM SHEET

The Developer and DMPED acknowledge that they have prepared and signed this Term
Sheet for the sole purpose of obtaining the approval of the Council of the District of
Columbia (the “Council”) to the proposed transaction. The Developer acknowledges that
DMPED's negotiation of the LDDA and the preparation of this Term Sheet, DMPED’s
signature on this Term Sheet, and submission of this Term Sheet and supporting
documents to the Council shall not bind the District to execute the LDDA or to convey
the Property to the Developer. The Developer further acknowledges that,
notwithstanding Council authorizing the conveyance of the Property, the District has no
obligation to do so absent the District and the Developer duly executing the LDDA and
the satisfaction of the conditions contained therein. In the event DMPED or the Mayor
determine, in their sole and absolute discretion, to withhold submission of this Term
Sheet and supporting documents to the Council or to otherwise decline to secure Council
authorization for the conveyance, DMPED may terminate negotiations with the
Developer and the District shall not be responsible for the Developer’s costs and
expenses incurred in relation to the Property or the Project.

The Developer acknowledges that all approvals required of the Council will be granted or
withheld in the sole and absolute discretion of the Council and that, absent Council
approval of the proposed transaction, DMPED has no authority to convey the Property to
the Developer. The Developer acknowledges that it is signing this Term Sheet prior to
obtaining all necessary Council approvals. In the absence of such approvals and
execution of the LDDA, the Developer proceeds at its sole risk and expense with no
recourse whatsoever against the District.

The Developer and DMPED agree that upon receipt of all necessary Council approvals,
the Developer and DMPED intend to finalize and execute the LDDA governing all of the
terms and conditions of the conveyance of the Property.

Until the Developer and the District enter into the binding LDDA, both the Developer
and the District reserve the right to proceed with the proposed transaction in their sole
and absolute discretion. Upon the execution of the LDDA, the Developer and DMPED
shall proceed in accordance with the terms of the LDDA; provided, however, that the
Developer and DMPED acknowledge and agree that any substantive change in the terms
set forth in this Term Sheet shall be subject to further Council review and approval in
accordance with D.C. Official Code §10-801(b-4).



The District and the Developer have caused this Term Sheet to be signed and acknowledged by
their respective duly authorized representatives as of the date identified above.

DISTRICT OF COLUMBIA, by and through the Office of the Deputy
Mayor for Planning and Economic Development

By: V/

Brian T. Kenner
Deputy Mayor for Planning and Economic Development

CAPITOL HILL COHOUSING, LLC,
a District of Columbia limited liability company

et 2
By: {_ }_M Ve ;‘j%”_
Name: Joél Kelty {
Title: Member
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Appraisal Transmittal and Certification

August 15, 2018

Miguel Garcia

Project Manager

Government of the District of Columbia
1350 Pennsylvania Ave. NW
Washington, DC 20004

RE: Appraisal of Institutional Property known as Eastern Branch Boys and Girls Club (EBBGC)
located at 261 17th Street SE, Washington, District of Columbia 20003

NKF Job No.: 741-2018-0026
Client Reference: RFQ DCEB-2018-Q-0006/ PO577356

Newmark Knight Frank — Valuation & Advisory has prepared an appraisal of the market value
of the referenced property presented in the following Appraisal Report.

Summary of the Subject Property

The subject is an existing institutional property, built in 1937, that was most recently used as a
Boys and Girls Club (athletic and community center). It has been vacant since 2007, and was
acquired by the District of Columbia in 2009. Currently, a development team has been
selected to proceed with a renovation of the property into 29 for-sale age-restricted
condominium units, 30% of which would be designated as affordable dwelling units (ADUs)
and available to households earning not more than 50% or 80% or Area Median Income.

Extraordinary Assumptions and Hypothetical Conditions

The value conclusions are subject to the following extraordinary assumptions that may affect the assignment
results. An extraordinary assumption is uncertain information accepted as fact. If the assumption is found to
be false as of the effective date of the appraisal, we resene the right to modify our value conclusions.

1. Our valuation of the subject property assuming PUD approvals (Scenario 2) assumes 1) that the purchaser
is legally required to retain the existing improvements and 2) that the subject will be approved for a Planned
Unit Development and that the PUD approvals waive the underlying zoning requirement that limits density to
1 multifamily unit per 900 SF of lot area.

2. Our valuation of the property assuming a special exception (Scenario 3) assumes 1) that the purchaser is
legally required to retain the existing improvements and 2) that the BZA will grant a special exception
waiving the underlying zoning requirement that limits density to 1 multifamily unit per 800 SF of lot area.

3. Our valuation of the property subject to the Development Program (Scenario 4) assumes that the property
would convey with a deed restriction or similar legally binding instrument requiring that the property be put
to the specific use proposed, as further described herein.

The value conclusions are based on the following hypothetical conditions that may affect the assignment

results. A hypothetical condition is a condition contrary to known fact on the effective date of the appraisal but

is supposed for the purpose of analysis.

1. None.

The use of these extraordinary assumptions and/or hypothetical conditions may have affected
assignment results.

Eastern Branch Boys and Girls Club (EBBGC)
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Based on the analysis contained in the following report, our opinions of value for the subject
are concluded as follows:

Value Conclusions

Appraisal Premise Interest Appraised Date of Value Value Conclusion
Market Value Fee Simple August 7, 2018 $900,000
Market Value Under PUD Fee Simple August 7, 2018 $1
Market Value With Special Exception Fee Simple August 7, 2018 $1
Market Value Under Development Fee Simple August 7, 2018 $1
Program

The intended use and user of our report are specifically identified in our report as agreed upon
in our contract for services and/or reliance language found in the report. No other use or user
of the report is permitted by any other party for any other purpose. Dissemination of this report
by any party to non-client, non-intended users does not extend reliance to any other party and
Newmark Knight Frank will not be responsible for unauthorized use of the report, its
conclusions or contents used partially or in its entirety.

The appraisal was developed based on, and this report has been prepared in conformance
with the guidelines and recommendations set forth in the Uniform Standards of Professional
Appraisal Practice (USPAP) and the requirements of the Code of Professional Ethics and
Standards of Professional Appraisal Practice of the Appraisal Institute.

Certification
We certify that, to the best of our knowledge and belief:

The statements of fact contained in this report are true and correct.

2.  The reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions and are our personal, impartial and unbiased
professional analyses, opinions, and conclusions.

3.  We have no present or prospective interest in in the property that is the subject of this
report and no personal interest in with respect to the parties involved.

4. We have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.

5. Our engagement in this assignment was not contingent upon developing or reporting
predetermined resuits.

6.  Our compensation for completing this assignment is not contingent upon the
development or reporting of a predetermined value or direction in value that favors the
cause of the client, the amount of the value opinion, the attainment of a stipulated
result, or the occurrence of a subsequent event directly related to the intended use of
this appraisal.

7.  This appraisal assignment was not based upon a requested minimum valuation, a
specific valuation, or the approval of a loan.

8.  Our analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the Uniform Standards of Professional Appraisal Practice,
as well as the requirements of the District of Columbia.

Eastern Branch Boys and Girls Club (EBBGC)
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9. The reported analyses, opinions and conclusions were developed, and this report has
been prepared, in conformity with the requirements of the Code of Professional Ethics
and Standards of Professional Appraisal Practice of the Appraisal Institute

10.  The use of this report is subject to the requirements of the Appraisal Institute relating
to review by its duly authorized representatives.

11.  As of the date of this report, Samuel D. Sherwood, MAI and Patrick C. Kerr, MAI,
FRICS, SRA, have completed the continuing education program for Designated
Members of the Appraisal Institute.

12.  Samuel D. Sherwood, MAI, made a personal inspection of the property that is the
subject of this report. Patrick C. Kerr, MAI, FRICS, SRA, has not personally inspected
the subject.

13.  Significant real property appraisal assistance was provided by Laura Spence, who has
not signed this certification.

14.  Valuation & Advisory operates as an independent economic entity within NKF.
Although employees of other NKF divisions may be contacted as a part of our routine
market research investigations, absolute client confidentiality and privacy were
maintained at all times with regard to this assignment without conflict of interest.

15.  Within this report, "Newmark Knight Frank", “NKF Valuation & Advisory”, “NKF, Inc.”,
and similar forms of reference refer only to the appraiser(s) who have signed this
certification and any persons noted above as having provided significant real property
appraisal assistance to the persons signing this report.

16. We have not performed any services, as an appraiser or in any other capacity,
regarding the property that is the subject of this report within the three-year period
immediately preceding acceptance of this assignment.

O@M &2@/&%/

Samuel D. Sherwood, MAI Patrick C. Kerr, MAI, FRICS, SRA

First Vice President Senior Managing Director

Certified General Appraiser Certified General Real Estate Appraiser
District of Columbia Certificate # GA12136 District of Columbia Certificate # GA10274
Telephone: 202-774-9044 Telephone: 202-774-9040

Email: Sam.Sherwood@ngkf.com Email: Pat.Kerr@ngkf.com

Eastern Branch Boys and Girls Club (EBBGC)
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Executive Summary

Property Name Eastemn Branch Boys and Girls Club (EBBGC)
Address 261 17th Street SE

Washington, District of Columbia 20003
Property Type Institutional
Owner of Record District of Columbia
Tax ID Square 1088, Lot 0802
Land Area 0.26 acres; 11,125 SF

Number of Units (Proposed)
Gross Building Area (Proposed)
Rentable Floor Area

Year Built; Year Renovated

29

47,476 SF

26,175 SF

1937; 2018/2019 (proposed)

Zoning Designation
Highest and Best Use - As if Vacant

Highest and Best Use - As Improwed
Exposure Time; Marketing Period
Date of the Report

RF-1, Residential Flats

Subdivision and dewelopment of rowhouses (single-
family or flats)

Demolition and subdivision

6 to 12 months; 6 to 12 months

August 15, 2018

Value Conclusions

Appraisal Premise Interest Appraised Date of Value Conclusion
Market Value Fee Simple August 7, 2018 $800,000
Market Value Under PUD Fee Simple August 7, 2018 $1
Market Value With Special Exception Fee Simple August 7, 2018 $1
Market Value Under Dewelopment Program Fee Simple August 7, 2018 $1

The values reported above are subject to the definitions, assumptions, and limiting conditions set forth in the accompanying report of w hich this
summary is a part. No party other than Government of the District of Columbia may use or rely on the information, opinions, and conclusions
contained in the report. It is assumed that the users of the report have read the entire report, including all of the definitions, assumptions, and

limiting conditions contained therein.

[SEE EXTRAORDINARY ASSUMPTIONS ON FOLLOWING PAGE]

Eastern Branch Boys and Girls Club (EBBGC)
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Extraordinary Assumptions and Hypothetical Conditions

The value conclusions are subject to the following extraordinary assumptions that may affect the assignment
results. An extraordinary assumption is uncertain information accepted as fact. If the assumption is found to
be false as of the effective date of the appraisal, we resene the right to modify our value conclusions.

1. Our valuation of the subject property assuming PUD approvals (Scenario 2) assumes 1) that the purchaser
is legally required to retain the existing improvements and 2) that the subject will be approved for a Planned
Unit Development and that the PUD approvals waive the underlying zoning requirement that limits density to
1 multifamily unit per 800 SF of lot area.

2. Our valuation of the property assuming a special exception (Scenario 3) assumes 1) that the purchaser is
legally required to retain the existing improvements and 2) that the BZA will grant a special exception
waiving the underlying zoning requirement that limits density to 1 multifamily unit per 800 SF of lot area.

3. Our valuation of the property subject to the Development Program (Scenario 4) assumes that the property
would conwey with a deed restriction or similar legally binding instrument requiring that the property be put
to the specific use proposed, as further described herein.

The value conclusions are based on the following hypothetical conditions that may affect the assignment

results. A hypothetical condition is a condition contrary to known fact on the effective date of the appraisal but

is supposed for the purpose of analysis.

1. None.

Eastern Branch Boys and Girls Club (EBBGC)
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Introduction

Sale History

The most recent closed sale of the subject is summarized as follows:

Sale Date December 31, 2009

Seller Boys & Girls Clubs of Greater Washington, DC

Buyer District of Columbia

Sale Price Subject property was purchased along with two other assets of the Boys and

Girls Clubs of Greater Washington for reported total consideration of $20
million; this portfolio purchase price was not specifically allocated to the
individual properties.

Recording Instrument Number 2010001183

To the best of our knowledge, no sale or transfer of ownership has taken place within a three-
year period prior to the effective appraisal date.

Pending Transactions

The District of Columbia is currently considering a disposition of the subject property. The
Office of the Deputy Mayor for Planning and Economic Development (DMPED) issued a
Request for Proposals to develop the property in February 2017, and ultimately selected the
development team of Century Associates, Eco Housing Corporation and Keystar Real Estate.

However, to the best of our knowledge, the property is not subject to an agreement of sale or
an option to buy, nor is it listed for sale, as of the effective appraisal date.

Description of the Appraisal and Appraisal Report

Intended Use and User

The intended use of the appraisal is for possible property disposition purposes and no other
use is permitted.

The client and intended user is the Government of the District of Columbia.

Intended Users - the intended user is the person (or entity) who the appraiser intends will use
the results of the appraisal. The client may provide the appraiser with information about other
potential users of the appraisal, but the appraiser ultimately determines who the appropriate
users are given the appraisal problem to be solved. ldentifying the intended users is
necessary so that the appraiser can report the opinions and conclusions developed in the
appraisal in a manner that is clear and understandable to the intended users. Parties who
receive or might receive a copy of the appraisal are not necessarily intended users. The
appraiser's responsibility is to the intended users identified in the report, not to all readers of
the appraisal report.

Eastern Branch Boys and Girls Club (EBBGC)
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Source: Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago:
Appraisal Institute, 2015)

Purpose of the Appraisal

The purpose of the appraisal is to develop an opinion of the market value of the property
under four different scenarios:

e Scenario 1: The market value of the fee simple interest in the property, under “by right”
zoning, subject to current zoning and all applicable laws and regulations, including but
not limited to the Disposition of District Land for Affordable Housing Act of 2014 (a/k/a
“ADU Act”).

e Scenario 2: The market value of the fee simple interest in the property under an
assumed Planned Unit Development (PUD). More specifically, this scenario assumes
that such a PUD would 1) require that the existing improvements be retained, and
repurposed for muiltifamily use 2) allow for a unit density in excess of the 1 unit per 900
square feet of land area allowed in the underlying RF-1 zone, and 3) provide for
expansion of the existing improvements, in a manner consistent with the
Comprehensive Plan (Moderate Density Residential, per Future Land Use Map).

¢ Scenario 3: The market value of the fee simple interest in the property under by-right
zoning, but assuming that a special exception is granted by the Board of Zoning
Adjustment (BZA) to allow for a unit density in excess of the 1 unit per 900 square feet
of land area allowed in the underlying RF-1 zone; this valuation scenario also assumes
that the existing improvements would be required to be retained/adaptively re-used as
a condition of said approval.

e Scenario 4: The market value of the fee simple interest in the property, assuming the
property is required to be developed as currently proposed by the Century Associates
development team. This development proposal, hereafter referred to as the
Development Program, would entail development of the subject property into 29 for-
sale senior housing units, with these units being subject to the income/sale price limits
described herein.

The effective date of all of the above value opinions is the date of our most recent inspection
of the property, August 7, 2018. The date of the report is August 15, 2018.

Definition of Value
Market value is defined as:

“The most probable price which a property should bring in a competitive and open market
under all conditions requisite to a fair sale, the buyer and seller each acting prudently and
knowledgeably, and assuming the price is not affected by undue stimulus. Implicit in this
definition is the consummation of a sale as of a specified date and the passing of title from
seller to buyer under conditions whereby:

¢ Buyer and seller are typically motivated;

Eastern Branch Boys and Girls Club (EBBGC)
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o Both parties are well informed or well advised, and acting in what they consider their
own best interests;

¢ Areasonable time is allowed for exposure in the open market;

e Payment is made in terms of cash in U.S. dollars or in terms of financial arrangements
comparable thereto; and

e The price represents the normal consideration for the property sold unaffected by
special or creative financing or sales concessions granted by anyone associated with
the sale.”

(Source: Code of Federal Regulations, Title 12, Chapter |, Part 34.42[g]; also Interagency
Appraisal and Evaluation Guidelines, Federal Register, 75 FR 77449, December 10, 2010,
page 77472)

Interest Appraised
We have appraised the fee simple interest of the subject property.

Fee Simple Estate - Absolute ownership unencumbered by any other interest or estate,
subject only to the limitations imposed by the governmental powers of taxation, eminent
domain, police power, and escheat.

Source: Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago:
Appraisal Institute, 2015)

Scope of Work

This appraisal is presented in the form of an appraisal report, which is intended to comply with
the reporting requirements set forth under Standards Rule 2-2(a) of USPAP. This report
incorporates practical explanation of the data, reasoning and analysis that were used to
develop the opinion of value.

Extent to Which the Property is Identified
The property is identified through various sources such as:

88 Postal address
8 Assessor's records
88 Legal description

Extent to Which the Property is Inspected

Samuel D. Sherwood, MAI, conducted an interior and exterior inspection of the property on
January 11, 2017, and more recently conducted an exterior inspection on August 7, 2018 for
purposes of establishing a more current effective date of value. Patrick C. Kerr, MAI, FRICS,
SRA, has not personally inspected the subject property.

Eastern Branch Boys and Girls Club (EBBGC)
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Type and Extent of the Data Researched
8 Exposure and marking time; 82 Real estate tax data;

&8 Neighborhood and land use trends; 82 Cost data via Marshall Valuation Service
and local comparables;

83 Demographic trends;

83 Comparable listing and sales data;

82 Market trends relative to the subject

property type; 8 Comparable rental data; and

&8 Flood zone status; 82 Comparable income and expense data.

8 Zoning requirements and compliance;

Type and Extent of Analysis Applied

We analyzed the property and market data gathered through the use of appropriate, relevant,
and accepted market-derived methods and procedures. Further, we employed the appropriate
and relevant approaches to value, and correlated and reconciled the results into an estimate
of market value, as demonstrated within the appraisal report.

Appraisal Methodology

Cost Approach - The cost approach is based on the proposition that the informed purchaser
would pay no more for the subject than the cost to produce a substitute property with
equivalent utility. This approach is particularly applicable when the property being appraised
involves relatively new improvements that represent the highest and best use of the land, or
when it is improved with relatively unique or specialized improvements for which there exist
few sales or leases of comparable properties.

Sales Comparison Approach - The sales comparison approach utilizes sales of comparable
properties, adjusted for differences, to indicate a value for the subject. Valuation is typically
accomplished using physical units of comparison such as price per square foot, price per unit,
price per floor, etc., or economic units of comparison such as gross rent multiplier.
Adjustments are applied to the physical units of comparison derived from the comparable
sale. The unit of comparison chosen for the subject is then used to yield a total value.

Income Capitalization Approach - The income capitalization approach reflects the subject’s
income-producing capabilities. This approach is based on the assumption that value is
created by the expectation of benefits to be derived in the future. Specifically estimated is the
amount an investor would be willing to pay to receive an income stream plus reversion value
from a property over a period of time. The two common valuation techniques associated with
the income capitalization approach are direct capitalization and the discounted cash flow
(DCF) analysis.

The income approach is inapplicable because properties of this type would not typically be
leased “as is” in the open market. Furthermore, the subject property is impacted by unique
development requirements that make the sales comparison approach and cost approaches
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inapplicable. Specifically, due to the ownership of the site by the District of Columbia, the ADU
Act requires that any disposition of the property would require that:

1) 30% of any for-rent multifamily residential units developed on the property be set aside
as affordable dwelling units (ADUs) for households earning not more than 30% or 50%
of Area Median Income (AMI, a/k/a Median Family Income or MFI), with 25% of the
ADUs restricted at the 30% AMI level and the remaining 75% restricted at the 50%
AMI level; or

2) 30% of any for-sale multifamily residential units developed be set aside as ADUS for
households earning not more than 50% or 80% of AMI, with 50% of the ADUs
restricted at the 50% AMI level and the remaining 50% restricted at the 80% AMI level.

We have therefore valued the property on a residual basis, using a technique known as the
development approach. The development approach (a/k/a subdivision approach) is the only
applicable methodology that both captures the impact of the affordable unit requirements on
the value of the property and models the value of the potential for-sale units to a single
purchaser, based on the value of the expected future revenues from unit sales and the
projected costs to complete the proposed project.

Eastern Branch Boys and Girls Club (EBBGC)
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Economic Analysis

District of Columbia Analysis

Introduction

An analysis of demographic and economic trends for the District of Columbia and the broader
metropolitan area has bee performed using data provided by ESRI and U.S. government
agencies.

Moody's Analytics / Précis® Metro and Moody's Analytics’ Economy.com provides the
following Washington-Arlington-Alexandria metro area (Washington, DC MSA) economic
summary as of May 2018.

Was hington-Artington-Alexandria, DC-VA-MD-WV

" 20127 20137 20147 20157 20167 2017 INDICATORS " 2018" 2019 2020 20217 20227 2023
3198 3179 3203 3258 331.2 338.8 Gross metro product (CO9$ bil) 3488 3569 3509 3680 3779 3853
06 -0.6 08 1.7 17 23 % change 2.9 2.3 0.8 23 27 20
2,496.8 2,519.8 2,5320 2,581.9 2637.7 26835  Totalemployment (ths) 27260 27605 2,766.3 2767.7 27934 28116
15 09 05 20 2.2 1.7 % change 1.6 1.3 02 0.1 09 07

59 5.7 5.2 45 4.0 3.8  Unemployment rate (%) 35 33 3.7 43 44 45

4.1 0.6 44 48 3.0 3.0 Personalincome growth (%) 39 4.2 27 29 39 36
88.5 89.1 90.5 929 954 98.51edian household income ($ths 1008  103.1 104.7 1064 1086 1108
4625 4,702 4756 4,807 4,854 4,906 Poputation (ths) 4951 4995 5039 5084 5128 5174
1.7 1.7 1.1 1.1 10 1.1 % change 0.9 09 09 09 0.9 09
38.4 372 133 1.1 11.0 16.5 Net migration (ths) 10.5 9.8 9.6 9.9 10.7 114

9241 11,124 10,164 10531 11,114 11,588  Single-family permits (#) 12,106 13,113 14,217 16,707 17,166 16,341
8,343.0 8,389.0 9,480.0 9,093.0 10,497.0 10.677.6 Muitifamily permits (%) 8,328.5 8,279.0 9,297.4 10,407.5 10,937.1 10,632.1
na na na na na na FHFA house price (1995Q1=100) na na na na na na

Recent Performance

Superior job growth, low unemployment, and firming wage growth point to a robust
Washington MSA economy. The pace of job growth has reaccelerated in the last six months.
Private services, especially professional/business services, are the labor market's workhorse.
The jobless rate dropped to a cycle low of 3.6% in March and the Employment Cost Index
shows wage pressures rising more vigorously than those nationally, indicating that the labor
market is tight. Steady, albeit slow, house price increases and rising home sales have yet to
stir a pickup in homebuilding.

Population
Population Trends
Population Compound Ann. % Chng
2010 Census 2017 Estimate 2022 Projection 2010 -2017 2017 - 2022
District of Columbia 601,723 688,642 740,127 1.9% 1.5%
Washington, DC MSA 5,636,232 6,196,188 6,558,844 1.4% 1.1%
Source: ESRI
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Employment
Employment Trends
Total Employment (Year End) Unemployment Rate (Ann. Avg.)
District Of % Washington % District Of Washington
Year Columbia Change MSA Change Columbia MSA
2007 701,800 3,046,900 5.5% 3.0%
2008 704,500 0.4% 3,024,100 0.7% 6.5% 3.7%
2009 705,600 0.2% 2,986,700 “1.2% 9.3% 6.0%
2010 717,300 1.7% 3,024,000 1.2% 9.4% 6.4%
2011 729,100 1.6% 3,059,400 1.2% 10.2% 6.2%
2012 744,700 2.1% 3,105,500 1.5% 9.1% 5.8%
2013 756,500 1.6% 3,112,400 02% 8.5% 5.6%
2014 763,500 0.9% 3,145,100 1.1% 7.8% 5.1%
2015 784,000 2.7% 3,219,200 24% 6.9% 4.4%
2016 789,400 0.7% 3,272,400 1.7% 6.1% 3.8%
2017 797,100 1.0% 3,310,200 1.2% 6.1% 3.7%
Overall Change 20072017 95,300 13.6% 263,300 8.6%
Avg Unemp. Rate 2007-2017 7.7% 4.9%
Unemployment Rate - January 2018 5.5% 3.8%
Source: Bureau of Labor Statistics and Economy.com. Employment figures are fromthe Current Employment Survey (CES). Unemployment
rates are fromthe Current Population Survey (CPS). The figures are not seasonally adjusted
Employment Sectors
Employment Sectors - 2017
0% 5% 10% 15% 20% 25% 30% 35%
Government
Professional and Business
Services
Education and Health Services
Leisure and Hospitality
Other Services
Trade; Transportation; and
Utilities
Financial Activities
Information
Mining & Construction
Manufacturing
u District Of Columbia @ Washington MSA
Source: Bureau of Labor Statistics and Economy.com
- .
-
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oo
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Major Employers

Major Employers - District of Columbia
Name

Georgetown University

George Washington University
Children's National Medical Center
American University

Georgetown University Hospital

Booz Allen & Hamilton, Inc.

Howard University

Catholic University of America

Red Coats

10 Allied Barton Security Senices

11 George Washington University Hospital
12 Howard University Hospital

13 Sibley Memorial Hospital

14 Corporate Advisory Board Co.

Source: District of Columbia 2017 Comprehensice Annual Financial Report (CAFR)

© 0 N OO H WN -

Analysis

Federal government

Federal government payrolls will rise this year and next thanks to more federal spending.
However, federal employment will remain below the peak reached at the end of 2016. The
federal government has been stymied by budgetary uncertainty and employment reductions
over the last year. For much of fiscal 2017, the federal government was operating on a short-
term funding bill. This caused agencies to delay hiring and contracts because of uncertainty
over their final appropriations and the need to restrict their spending to the close confines of
the stopgap budget measure. Federal contractors were forced to delay hiring and investment
as well. However, spending will receive a boost this year and next. The Bipartisan Budget Act
of 2018 and the omnibus bill promise an upswing in spending, and increased budget certainty
will loosen the contracting spigot. Local defense contractors stand to gain from higher
Department of Defense outlays under the Trump administration. Professional/business
services will also benefit as increased government spending facilitates the outsourcing of
various services.

Technology

The Washington, DC MSA's tech industry is primed for further growth and will be an important
source of high-wage jobs in 2018 and 2019. A breadth of talent, high living standards, and
proximity to the nation’s decision-makers make Washington, DC MSA ideal for headquarters
expansions and investments. High-tech payrolls have grown in line with the national average
over the past year, but recent decisions by tech companies to invest in the region point to
stronger gains in the near term. Appian, a business management platform provider, and
MicroStrategy, a provider of enterprise analytics, are both expanding in Fairfax County,
creating hundreds of jobs over the coming years. EverFi, an education technology company,

Eastern Branch Boys and Girls Club (EBBGC)
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is also expanding its headcount and footprint in the District. More jobs in knowledge-based
industries will open up new job possibilities for educated workers outside the federal
government and bolster income growth and consumer spending.

Workforce

Favorable demographics will be an important support to growth. Driven by positive net
migration, population growth easily outpaces that nationally and in other major Northeast
metro areas and divisions. The Washington, DC MSA’s concentration of prime working-age
residents and its percentage of adults with at least a bachelor's degree both rank in the top
5% nationally. In addition to the MSA'’s business-friendly environment, numerous opportunities
for public-private partnerships, and highly ranked academic institutions, a young and skilled
population will draw investment in knowledge-based industries. Improved private sector job
prospects will boost in-migration and reduce the Washington, DC MSA's reliance on the public
sector.

Household Income

Median Household Income - 2017

Median
District of Columbia $77,686
Washington, DC MSA $99,481
Comparison of District of Columbia to Washington, DC MSA -21.9%

Source: ESRI

Household Income Distribution - 2017

$200,000 and more

$150,000 - $199,999

$100,000 - $149,999

$75,000 - $99,999

$50,000 - $74,999

$35,000 - $49,999

$25,000 - $34,999

$15,000 - $24,999

Less than $15,000

0.0% 5.0% 10.0% 15.0% 20.0% 25.0%

H District of Columbia & Washington, DC MSA

Source: ESRI

Eastern Branch Boys and Girls Club (EBBGC)



District of Columbia Analysis 16

Education and Age
Education & Age - 2017

Percent College Graduate Median Age

80% /
70% /
60%

50%
40%
30%
20%
10%

District of Washington, DC District of Washington, DC
Columbia MSA Columbia MSA

Source: ESRI

Conclusion

The Washington metro area will keep pace with the U.S. in the near term thanks to hard-
charging private services. More federal spending will benefit contractors and boost federal
payrolls. Longer term, strong population trends and an expanding tech cluster will help keep
Washington, DC MSA an average performer despite federal government weakness.

Going forward, the District of Columbia economy will be affected by a growing population base
and a higher level of educational attainment. The District experienced growth in the number of
jobs over the past decade, and it is reasonable to assume that employment growth will occur
in the future. We anticipate that the Washington, DC economy will continue to improve and
that employment will grow, strengthening the demand for real estate.

Eastern Branch Boys and Girls Club (EBBGC)
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Surrounding Area Analysis

Boundaries

The subject is located in the southeast quadrant of Washington, DC in an area known as Hill
East. The boundaries of the neighborhood are generally is delineated as follows:

North East Capitol Street

South Pennsylvania Avenue SE
East Anacostia Park/Anacostia River
West 15" Street SE

A map identifying the location of the property follows this section.

Access and Linkages

Primary access to the area is provided by the Anacostia Freeway (DC Route 295), a freeway
that runs north/south through Washington, DC and connects to Prince George's County
(Maryland) to the northeast and northern Virginia (via 1-95/395/695) to the southwest. The
Anacostia Freeway is situated on the opposite (east) side of the Anacostia River from the
subject; access over the river is provided by either Benning Road or East Capitol Street.
Benning Road essentially splits into H Street NE and Florida Avenue NE west of 15" Street
NE. Both of these roads are major arterials providing access to downtown and other
destinations to the west. H Street is also the area’s primary commercial corridor. 19" and 21%
Streets run one-way north and south, respectively, and are the major north/south routes
through the neighborhood.

Public transportation is provided by the Washington Metropolitan Area Transit Authority’s
(WMATA) Metrorail and Metrobus systems. The Stadium-Armory Metro station is located
about 0.4 miles northeast of the subject on 19" Street SE, and the Potomac Avenue Metro is
located about 0.5 miles to the southwest on Pennsylvania Avenue SE. Both of these stations
serve the Orange, Blue and Silver Lines. The Orange and Blue Lines Both lines terminate in
Prince George's County, MD and Fairfax County, VA, while the Silver Line will eventually
extend to Dulles Airport in Loudoun County. All three lines travel through downtown
Washington, DC (from Stadium-Armory to Rosslyn) on the same route, and offer connections
to the Green, Yellow and Red Lines at L'Enfant Plaza and Metro Center. In addition to the
Metrorail subway system, WMATA provides bus service along major roads in the market area
such as Massachusetts Avenue, 18" Street and East Capitol Street. Several bus stops are
located immediately adjacent to the subject along Massachusetts Avenue SE & 17th Street
SE.

Finally, the DC Streetcar runs along H Street and Benning Road. The H Street Streetcar runs
along H Street from Union Station, continuing along Benning Road and terminating shortly
after Oklahoma Avenue NE (on the west side of the Anacostia River). A second phase, which
has not yet started construction, would extend the line east across the river further along
Benning Road, and potentially west as far as Georgetown. Streetcar stops are situated on
Benning Road at 15" and 19™ Streets, about one mile north of the subject.
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Area residents currently rely primarily on a mixture of foot travel, Metro, bus, and the streetcar
for day-to-day activities, though about 50% of households own at least one automobile.

Ronald Reagan National Airport (DCA) is located about 6 miles southwest of the property, on
the bank of the Potomac River in Virginia. Washington-Dulles (IAD) and Baltimore-
Washington (BWI) International airports are each about 30 miles from the neighborhood. The
Washington, DC CBD, the economic and cultural center of the region, is approximately 3.5
miles northwest of the property.

Demographics

A demographic profile of the surrounding area, including population, households, and income
data, is presented in the following table.

Surrounding Area Demographics

0.25-Mile Drive  0.5-Mile Drive 0.75-Mile Drive  District of Washington
2017 Estimates Distance Distance Distance Columbia MSA
Population 2010 3,238 13,044 23,977 601,723 5,636,232
Population 2017 3,549 14,157 26,045 674,875 6,146,460
Population 2022 3,865 15,018 27,649 726,356 6,539,875
Compound % Change 2010-2017 1.3% 1.2% 1.2% 1.7% 1.2%
Compound % Change 2017-2022 1.7% 1.2% 1.2% 1.5% 1.2%
Households 2010 1,477 4,471 9,517 266,707 2,094,033
Households 2017 1,612 4,980 10,467 301,528 2,271,072
Households 2022 1,754 5,389 11,216 326,072 2,411,398
Compound % Change 2010-2017 1.3% 1.6% 1.4% 1.8% 1.2%
Compound % Change 2017-2022 1.7% 1.6% 1.4% 1.6% 1.2%
Median Household Income 2017 $95,550 $112,973 $106,912 $76,405 $96,156
Awerage Household Size 2.2 2.1 21 2.1 2.7
College Graduate % 64% 55% 61% 58% 50%
Median Age 38 36 36 35 37
Owner Occupied % 55% 53% 50% 36% 58%
Renter Occupied % 36% 39% 42% 55% 36%
Median Owner Occupied Housing Value  $600,394 $644,880 $663,763 $573,204 $413,762
Median Year Structure Built 1940 1940 1940 1951 1979

Source: ESRI

As shown above, the current population within a 0.5-mile drive distance of the subject is
14,157, and the average household size is 2.1. Population in the area has grown since the
2010 Census, and this trend is projected to continue over the next five years. Compared to the
District of Columbia overall, the population within a 0.5-mile drive distance is projected to grow
at a slower rate, though population and household growth in the immediate vicinity (0.25-mile
distance) is expected to match or exceed the District-level trend.

Median household income is $112,973, which is higher than the median income level for the
District as a whole. Residents within a 0.5-mile drive distance have a similar leve! of
educational attainment compared to the District overall, though median owner occupied home
values are considerably higher. Also notable is the above-average share of owner-occupied
homes in the market area and a somewhat higher median age.
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Services and Amenities

The nearest major shopping facility serving the area is the Hechinger Mall, a 190,000 square
foot shopping center located 1.3 miles north of the property. Tenants include a Safeway
grocery store, Modell's Sporting Goods, Ross, Dollar Tree, Starbucks, and Subway. An Aldi is
located immediately east of the Hechinger Mall. However, as in most areas of the District, the
bulk of retail space is located along the street level of mixed-use commercial corridors, rather
than in shopping centers/malls. Over the past decade both, 8" Street SE (Barracks Row) and
H Street NE have emerged as major commercial corridors. Both of these neighborhoods are
home to a wide array of retail users including personal services providers, fast-casual dining,
high-end restaurants, nightlife venues, and convenience and specialty goods retailers.

This revitalization has included the opening of retail shops, restaurants, and service
businesses further east along the Pennsylvania Avenue corridor as well. A Yes! Organic
Market opened in 2012. More recently, 2017 saw the opening of a Trader Joe’s as part of the
Hine School redevelopment (a mixed-use project occupying a full city block just north of the
Eastern Market Metro), as well as a Whole Foods located on the ground floor of the 600 block
of H Street (in the Apollo apartment building).

The nearest fire and EMS station is located just one block west of the subject, while the
nearest police station is about 1 mile to the west. There are several elementary school
schools within a mile of the subject, including a few public charter schools. In contrast, there
are only two middle schools within a mile of the subject, Eliot-Hine Middle School and
Kingsman Academy Public Charter School. High schools in the area include Spingarn High
School, Eastern High School, and Phelps Architecture, Construction, and Engineering High
School.

Proximity to parks, open space and other passive recreation is average. The Congressional
Cemetery is located 0.3 miles south from the subject, and Lincoln Park is a half-mile to the
northwest. Two major sport and entertainment venues, the DC Armory (a 10,000 seat
multipurpose arena) and RFK Stadium, are located less than one mile east of the subject.
TRFK Stadium was home to DC United, the District's Major League Soccer team; however,
the team is currently in the process of relocating to a new stadium in Buzzard Point in 2018.
Currently, Events D.C. has not decided the next steps for RFK Stadium.

Land Use

In the immediate vicinity of the subject, predominant land uses are low-rise apartments and
single-family rowhouses. Other land use characteristics are summarized as follows:

Eastern Branch Boys and Girls Club (EBBGC)
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Surrounding Area Land Uses

Character of Area Urban

Predominant Housing Age 50 to 80 years
(Both Ownership and Rental)

Predominant Quality and Condition = Average
Approximate Percent Developed 95% (excluding parkland and floodplain)

Percent Developed by Land use 40% Single Family; 40% Apartments; 10%
Commercial, 10% Institutional

Infrastructure/Planning Average
Prevailing Direction of Growth West to East

Subject’s Inmediate Surroundings

North Single-family rowhouses

South Single-family rowhouses

East Green space with playground
West Multifamily apartment buildings

Outlook and Conclusions

The area is a mature urban community that is generally characterized as being in the stability
stage of its life cycle. The surrounding neighborhoods of Capitol Hill and Carver/Langston are
in various stages of revitalization, but this activity has thus far penetrated Hill East to a more
limited degree (primarily in the form of one-off renovations of existing rowhouses). However,
given the history of the area and the growth trends, it is anticipated that property values will
increase in the near future.

Eastern Branch Boys and Girls Club (EBBGC)



Surrounding Area Analysis 22

A4

In comparison to other areas in the region, the area is rated as follows:

Surrounding Area Attribute Ratings

Highway Access Above Average
Demand Generators Average
Convenience to Support Services Average
Convenience to Public Transportation Average
Employment Stability Average
Police and Fire Protection Average
Property Compatibility Average
General Appearance of Properties Average overall; variable from fair to very good
Appeal to Market v Average
Barriers to Competitive Entry Above Average
Price/Value Trend Average

Eastern Branch Boys and Girls Club (EBBGC)
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Surrounding Area Map
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For-Sale Residential Market Analysis

National Housing Market

S&P/Case-Shiller Home Price Index

One measure of the health of the national housing market is the S&P/Case-Shiller Home Price
Index. This index tracks housing prices for 20 U.S. metro areas going back to 1890, and is
based on existing, not new, construction. The most recent index is based on data for July
2018.

S&P CorelLogic Case-Shiller's home price indices for July 2018 show that home prices
continued their rise across the country over the past year, with the 10-City Composite, 20-City
Composite, and National indices showing year-over-year increases of 6.22%, 6.55%, and
6.41%, respectively.

Index Name * MTD : Q1D Y10 . 1Year 3Years 5 Years 10 Years

S&P Coretogic Case-
o Shilier 10-City Composite 0.61% 0.61% 2.425% 6.22% 5.27% 6.23% 2.01%
Home Price NSA Index

S&P Corelogic Case- :
o Shilter 20-City Composite 0.8% 0.8% 2.8% 6.55% 5.9% 6.66% 2.15%
Home Price NSA Index

S&P Corelogic Case-
o Shiller U.S. Naticnal Home 1.01% 1.01% 2.39% 6.41% 5.71% 5.87% 1.84%
Price NSA Index

These composites can be compared to the historical rates in Washington, DC, presented as
follows.

S&P CorelLcgic Case-
© Shiller Washington, C.C. 1.146% 1.14%, 2.15% 3.16% 2.86% 3.09% 1.17%
Home Price NSA Index

This data indicates that while residential pricing in the Washington market continues to
increase, the growth rate has lagged the national market in recent years. It should be noted,
however, that this data reflects metro-level pricing, and the District proper has been outpacing
the broader region in home price increases for some time.
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An illustration showing long-term historical changes in S&P CorelLogic Case-Shiller's HPI is
shown below. Although this index shows positive price appreciation over the past five years,
the national housing market has only recently fully recovered from the national economic
downturn that started circa 2007, and the 10-City and 20-City indices are still slightly below
pre-recession peak levels.

S&P Corelogic Case-Shiller Indices

250

20-City Composite

200 1

76 1 ’ + 75

10-City Composite

50 T T T T \ v T v T v - T
1987 1889 1861 1993 1885 16897 1999 2001 2003 20056 2007 2000 2011 2013 2015 2017

Sources: S&P Dow Jones indicas & Corelogic
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NAHB/Wells Fargo Housing Market Index (HMI)

Another measure of the health of the national housing market is the NAHB/Wells Fargo
Housing Market Index (HMI). This index, being shepherded by the National Association of
Homebuilders (NAHB), is published on a monthly basis, and is based on a survey of
homebuilders who are asked to rate the current pace of single family home sales and their
future expectations. Survey results over 50 indicate positive responses.

As shown in the ensuing chart, the July 2018 NAHB/Wells Fargo Housing Market Index (HMI)
is 68, a level that is unchanged from last month’s number. This index has been at or above 50
since July 2014, a very positive sign for the national housing market.
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REALTORS Confidence Index

In addition to the aforementioned indices, trends in the national housing market can also be
measured by the REALTORS Confidence Index, an index/survey that is published by the
National Association of Realtors (NAR). The index/survey includes a scale from 0 to 100 with
100 highest level of confidence.

The following bullet points summarize the results of the most recent edition (June 2018) of this
index/survey:

Eastern Branch Boys and Girls Club (EBBGC)

The REALTORS Confidence Index remained above 50. The Confidence Index ranged
from 66 for detached single-family, to 56/54 for condominiums/townhomes,
respectively. An index above 50 indicates that market conditions are expected to
improve over the next six months.

The REALTORS Buyer Traffic Index declined slightly to 68, compared to 71 a year
prior.
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The REALTORS Seller Traffic Index is down slightly compared to one year ago,
decreasing to 46 from 47. This index has remained below 50 since January 2008,
which indicates that supply has remained tight.

Typical days on market declined from 28 to 26 days, compared to a year ago.

87% of respondents reported that home prices are at or above levels one year ago.
First-time buyers accounted for 31% of sales (compared to 32% a year ago).

Vacation and investment buyers’ share of sales remains unchanged at 13%.

Cash sales have increased, from 18% a year ago to 22% of sales.
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Federal Housing Finance Agency’s (FHFA) House Price Index (HPI)

According to the Federal Housing Finance Agency’s (FHFA) House Price Index (HPI), which
is a broad measure of movement in purchase-only single-family home prices, prices increased
by 6.4% between April 2017 and April 2018. The index change for the Middle Atlantic was
slightly lower, at 4.9%. Historical movements in the HPI are displayed in the following chart.

Monthly House Price Index for U.S.
Purchase-Only, Seasonally Adjusted index, January 1991 - Present
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As shown below, year-over-year pricing is reported to have experienced positive growth in all
nine census divisions. However, price increases have slowed in a majority of the divisions
compared to a year prior.
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Twelve-Month Price Changes — Prior Year vs. Most Recent Year
Purchase-Only Index
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Interest Rates

Pricing and sales volume in the for-sale housing market are highly sensitive to interest rate
changes. Rates for 30-year fixed-rate mortgages recorded a cyclical (and all-time) low in late
2012/early 2013, at +3.30%. Rates increased by over 120 basis points from this level over the
course of 2013, then declined by 100 bps, from a weekly average high of nearly 4.6% to as
low as 3.60%, by early 2015. Mortgage rates eventually returned to near record low levels of
just over 3.4% in mid-2016, before increasing sharply at the end of that year, to just over
4.3%. Rates drifted down over the first half of 2017 year, but have since been increasing
steadily and now stand at just over 4.5%.
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As shown below, rates are generally expected to rise further over the next year, with forecasts
for year-end 2019 interest rates ranging from 4.5% to 5.4%.

Agency 2018 Prediction 2019 Prediction
Mortgage Bankers Association 4.9% 5.4%
Freddie Mac 4.6% 5.1%
Fannie Mae 4.5% 4.5%
Realtor.com 5.0% No forecast
National Assaciation of Realtors 4.5% 4.58%
Kiplinger 4.7% No forecast

National Association of Home Builders 4.5% 5.0%

In summary, the national for-sale housing market has made a steady recovery with market
conditions for development land and residential lots showing positive trends. However, the
housing market remains interest rate sensitive and economic conditions that have positively
impacted housing sales could reverse.

Regional Condominium Market

The following is a summary of the Washington, DC area condominium market trends. This
data is taken from the annual TrendLines 2018, a publication by Delta Associates, for the
Washington Area Condominium Market.

Sales Activity: Net sales in 2017, at 1,333 units, were down 24% compared to 2016 (which
had reflected a 34% from 2015 and were at the highest level since 2007). At the
submarket level, all four submarkets in the District saw declines, while the suburban
markets were mixed. Resale activity, however, was up 1.9% to its highest figure ever
(16,223 units). The condominium share of the resale market has also expanded since
2009, from 21% to 25%.

Prices: The average effective price per square foot for “same-store” new condo sales in
the metro area in 2017 rose 0.9%, compared to 1.3% the prior year. Prices in the
District and Northern Virginia increased by 2.2% and 2.3%, respectively while
Suburban Maryland decreased by 3.0%. As described by Delta Associates:
“Compared to other cities in the United States, new condos currently selling in Mideast
DC and Capitol East DC [the subject’s submarket] are priced just behind those in San
Diego. PSF prices in Upper Northwest DC are most similar to those in San Francisco.”
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New Condominium Prices*
Washington Metro Area | Fourth Quarter 2017
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“Resale condo prices picked up considerably more traction than prices for new product
in 2017. Prices for resale units in November 2017 were up 7.5% on average metro-
wide compared to November 2016. Average resale prices increased in every major
jurisdiction in the Washington metro area, but existing units in Montgomery County
spiked the most, up 13.2%. Not far behind, prices in the District of Columbia also
increased by double-digits compared to November 2016.”

Concessions: Average concession rates (as a percentage of asking price) are 0.7% as of
the end of 2017, down 20 basis points from year-end 2016. Condo projects in the
District of Columbia continue to offer very little in the way of concessions, currently
averaging 0.1% of the sales price.

Pipeline: As of year-end 2017, there were 3,002 unsold new condominium units that were
either actively marketing or under construction (and yet to begin marketing) in the
metro area, an increase of 17% from a year ago. More than 60% of this inventory
(1,900 units) is located in just three submarkets: Prince George’s County, Capitol East
DC, and Montgomery County.

While the number of projects in the 36-month pipeline has not changed over the past
year, the number of units planned to begin sales within the next 36 months increased
from 3,280 to 4,090 units (similar to the year-end 2015 figure). Northern Virginia
makes up the largest share of units (50%) followed by the District of Columbia (38%).
Of these units, Delta estimates that about 75% of the total will be built within the next
three years. In addition, 6,500 units are in the longer term condominium pipeline and
another 55,500 multifamily units in various stages of planning may be built either as
rental apartments or condos (both of these figures are down slightly over the past
year). As a result, metro-wide, the inventory to sale ratio (months of supply at current
rates of sale) is 12.8 months, up from 10.3 months in 2016 but down from 15.3 months
reported at the end of 2015. This is still considered to be well below a “healthy” level of
between 24 and 30 months of new construction condominium supply. This is an
indication that the market remains supply-constrained.
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Condominium Starts: In 2017, 1,104 units started construction, down considerably from
the 1,838 units that started in 2016. 370 of these units will be located in the District.

Starts are expected to rebound in 2018 to +1,900 units.

Condominium Deliveries: Since 2009, the number of deliveries has consistently been
below the normalized annual sales range of 2,300 to 3,300 units. The number of
deliveries in 2015 rose to about 2,500 units (the highest figure since 2009), but
dropped back down to 1,355 units in 2016. Deliveries dropped even further in 2017 to
about 923 units.

Sales Pace: During 2016, 833 units began selling in the metro area, an decrease of 20%
compared to 2016. Of all new market entrants, 34% of the units have been sold,
compared to 36% one year ago. Projects that sold out since 2016 averaged 3.0 sales
per month since 2015, while those that started selling over the last twelve months have
averaged 2.8 sales per month.

Delta Associates concludes that “The Washington metro area’s condo market cooled some in
2017. After a brief lull in construction activity, we expect starts in 2018 to rebound along with
sales activity. Price growth should continue to be moderate in the first few quarters of 2018
before accelerating later in the year and into 2019. While the wave of new supply in the
District of Columbia has given buyers some leverage, demand remains strong. As a result,
supply will be the major determinant of sales, which we expect to ebb and flow with the
availability of new product.”
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Pricing
The following table, based on data provided by Real Estate Business Intelligence, in

conjunction with MRIS, summarizes historical residential condominium sales in the District of
Columbia through year-end 2017:

‘Year' |~ Units | AverageSale | Avg.Sale | Average Days
oo ooy Price - | Price% i - -OnMarket . -
e e - | Change [t o
2008 2,293 $425,711 62

2009 2,336 $443,809 4.25% 68
2010 2,105 $469,006 5.68% 563

2011 2,076 $456,322 -2.70% 57
2012 2,620 $461,442 1.12% 43

2013 3,137 $485,819 5.28% 28
2014 3,297 $508,146 4.60% 29
2015 3,389 $515,860 1.52% 28

2016 3,602 $526,418 2.05% 30

2017 3,763 $554,657 5.36% 27

The average price for condominiums in the District of Columbia has been generally increasing
year-over-year since 2008, excluding 2011 which experienced a 2.7% decline. The average
sale price for calendar year 2017 reflected a historic high with an average price of $554,657,
and the largest year-over-year percentage increase since 2010.

After experiencing a high of 57 days in 2011, the average days on market for a condominium

in the District of Columbia has declined to +30 days, and currently stands at an all-time low of
27 days.

In addition, we have reviewed Sotheby's International Realty’s Q2 2077 Condo Report — A
Comprehensive Analysis of the Condominium Market in the Washington Area for additional
market insight. According to their report, the Washington condominium market is still supply
constrained; however, the introduction of some larger projects over the past 12 months has
contributed to the best annual sales performances for the market since 2013. Heightened
sales activity and a constrained supply of units have caused prices for condominium units in
the region to increase. According to Sotheby’s, there were a total of 131 new condominium
contract sales in Washington, DC in the 2™ Quarter of 2017. The Capital Hill/Riverfront/SW,
Central DC, and Noma/H Street submarkets continue to lead the city in sales activity in the
last 12 months, followed by Columbia Heights/Shaw. The average effective sales prices for
new condominiums in the District increased over the 12 months ending in June 2017 with an
average price of $782/square foot. A total of 1,143 units are currently marketing or under
construction in the District, with nearly 40% of units in the 36-month pipeline located in the
subject's Capitol Hill/ Riverfront/ SW submarket.
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Absorption

To determine a reasonable sales pace for the subject, we analyzed investor surveys,
absorption data for comparable properties, and conducted a survey of active local market
participants; including brokers, developers, and news media sources.

Investor Survey

As described earlier, Delta Associates, in their most recent publication on the Washington
Area Condominium Market, reports that projects that sold out since 2016 have averaged 3.0
sales per month, while those that started selling over the last twelve months have averaged
2.8 sales per month.

Given the subject’s location, level of competitive supply, project size, and expected price
points, we would expect an absorption pace similar to the Washington Area average (2.9 units
per month) for the subject.

Comparables

For this appraisal, we surveyed several residential condorﬁinium projects to determine
absorption paces for recent DC condominium projects. The following is a list of absorption
comparables for the subject.

Absorption Pace Comparables

Projects Name Submarket # of Units Number of Sales Sales Per Month

Chapman Stables Truxton Circle 103 8 2
Ontario 17 Adams Morgan 71 71 25
525 Water Southwest 108 78 36
10Eleven Downtown 64 64 4.8
The Corey Trinidad 43 43 5.4
Loganl3 Logan Circle 62 62 8.3

As shown above, absorption paces are variable, but in most cases range from 2 to 5 units per
month. In addition, while the relationship does not always hold, larger projects typically
achieve a faster absorption pace due to having increased advertising/marketing power and a
larger variety of units available for sale.

Interviews

NKF has conducted a market survey of active sales brokers, condominium developers, and
other individuals with knowledge of the District of Columbia apartment/condominium market.
Generally speaking, these individuals suggested that projects located closer-in to the
Washington, DC CBD - especially in the Columbia Heights, U Street/14w Street, and Logan
Circle neighborhoods — could expect to experience sales pace estimates between 3 to 8 units
per month, depending on project size, price point, location, and quality. As a mid-market
project of small to medium size, we would expect the subject to achieve absorption at the
lower end of this range.

Based on the market data presented, it is our opinion that a reasonable absorption projection
for the subject property is 3 units per month. Given that some level of pre-sales prior to
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completion would be expected, it is our opinion that the subject could expect to sell all 20
market-rate units planned in the Development Program within six months of completion/
delivery.
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Multifamily Market Analysis

While the subject is proposed to be developed as a “for sale” condominium project, this
market is directly impacted by conditions in the rental apartment market. Accordingly, we
present the following overview of historic, current and forecasted apartment market conditions.

National Market Overview

The following was taken from the “4Q17 United States Multihousing Market Overview”
prepared by ARA, a Newmark Company.

82 Sales Volume — The uncertainty following the election made for a turbulent start to
2017, as investment sales volume decreased 6.9% year-over-year to $150.1 billion.
Robust capital, investors' increasing willingness to be flexible and a resilient economy
are likely to accelerate volume in the year ahead.

88 Cap Rates - Yields remain flat year-over-year at 5.0% nationally. Intense competition
for value-add product in non-major markets and a lack of core opportunities in major
markets have narrowed the spread between these two market tiers to just 60 basis
points.

8 Rent Growth — Annual effective rent growth remains above long-term averages,
although the current rate of 2.3% is down 100 basis points year-over-year. Above
average growth is occurring throughout the West in markets such as Las Vegas,
Sacramento and San Diego.

83 Supply and Demand — Over 365,000 units were delivered in 2017, and large
deliveries are expected to continue in 2018. Despite these strong levels, many key
markets such as Houston and New York have seen demand exceed new supply over
the past 12 months.

& International Capital — Acquisitions by international capital sources increased 17.7%
to $11.8 billion during 2017. Much of the volume was through portfolio acquisitions of
student housing properties by sovereign wealth funds and pension plans.

88 Debt Markets — Multihousing debt outstanding increased to $1.2 trillion, up 2.1%
quarter-over-quarter. Debt capital remains plentiful, especially among GSE lenders, as
their debt outstanding increased 3.6% over the fourth quarter to $571.1 billion.

District of Columbia Overview

Supply and demand indicators for multifamily rental housing in the District of Columbia,
including inventory levels, absorption, vacancy, and rental rates for all classes of properties
are presented below, and are abstracted from CoStar, Inc. data.
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District of Columbia Apartment Market

Inventory Deliveries Net Absorption Effective Rent Effective Rent %
Year Units Units Vacancy % Units Per Unit Growth/Year
YTD 144,631 1,044 6 2,396 $1,839 26
2017 143,587 5,799 7 5,033 $1,793 04
2016 137,800 4,346 6.7 3,288 $1,787 1.3
2015 133,454 2,499 6.2 4,002 $1,763 45
2014 130,956 5,371 7.4 4,924 $1,685 37
2013 125,604 3,804 7.4 2,090 $1,625 22
2012 121,801 2,201 6.2 2,141 $1,591 3.9
2011 119,600 1,484 6.3 958 $1,528 38
2010 118,116 1,183 59 2,086 $1,469 6.9
2009 116,933 2,327 6.7 2,617 $1,371 2.2
Occupancy & Rental Rates
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940% $2.000
938% $1.900
936% $1,800
3 934% $1.700 »
<
¢ e32% s1600
g 930% $1500 =
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922 % e ————————$1.100
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The District of Columbia multifamily market contains an overall inventory of 144,631 units.
Overall inventory has increased at a 2.14% annual compound rate since 2009.

The market has generally been stable for quite some time with the overall vacancy rate
estimated to be 6.0% as of the current time, which represents a modest decrease from a
higher mark of 7.4% in 2014. Absorption has remained positive over the past ten years
despite the economic recession, with fluctuations in vacancy rate being driven primarily by the
timing of new inventory deliveries. Since 2009, positive absorption has averaged 2,954 units
per year.
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The average effective rental rate is $1,839 per unit, which has steadily grown since 2009 at an
average compound rate of 2.98% per year.

Submarket Analysis

The subject is located along the border of the Capitol Hill and Southwest/Navy Yard
submarket areas as defined by CoStar, Inc. As a result, we have combined these submarkets
for analysis purposes. Key supply and demand indicators for all classes of properties in this
submarket are displayed in the next table, followed by a separate table showing Class A
properties only.

Capitol Hill/Southwest/Navy Yard Submarket Cluster

Inventory Deliveries Net Absorption Effective Rent Effective Rent %

Year Units Units Vacancy % Units Per Unit Growth/Year
YTD 14,806 523 11.3 776 $2,166 2.1
2017 14,283 2,591 13.4 1,913 $2,122 0.1
2016 11,692 1,483 10.6 808 $2,120 0.8
2015 10,209 77 5.6 453 $2,105 13.4
2014 10,132 782 9.3 567 $1,867 9.1
2013 9,350 426 7.8 226 $1,709 46
2012 8,924 - 5.9 63 $1,634 10.3
2011 8,924 170 6.6 150 $1,456 4.2
2010 8,754 141 6.5 206 $1,393 6.2
2009 8,613 323 7.4 465 $1,312 2.2

Submarket Cluster - Class A Properties

Inventory Deliveries Net Absorption Effective Rent Effective Rent %
Year Units Units Vacancy % Units Per Unit Growth/Yr
YTD 7.712 523 17 733 $2,503 1.8
2017 7,189 2,463 21.2 1,912 $2,457 -0.4
2016 4,726 1,483 20.6 798 $2,467 -0.6
2015 3.243 77 8.8 446 $2,485 9.7
2014 3,166 769 207 543 $2,354 5.4
2013 2,397 420 17.9 275 $2,265 25
2012 1,977 - 14.3 34 $2,222 6.7
2011 1,977 170 15.9 138 $2,046 3.9
2010 1,807 - 15.7 47 $1.970 6.8
2009 1,807 323 18.3 448 $1,845 2.8

The subject’'s submarket cluster area contains an overall inventory of 14,806 units, of which
7,712 units or 52.1% are Class A units. Approximately 6,193 units have been added to the
overall submarket between 2009 and 2017, of which 5,905 units are Class A (95%). The
overall submarket cluster has nearly doubled in size, while the Class A inventory has nearly
quadrupled since 2009. This submarket cluster has seen a major increase in development
and revitalization of existing inventory. We note that the vast majority of this new development
has taken place in the Southwest/Navy Yard portion of the submarket cluster.
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While the vacancy rate has remained elevated (especially for Class A properties), this is
largely the result of the relatively small number of units in the sample: one 300-unit delivery
increases the Class A vacancy rate by about 4%. Once new projects in the market reach
stabilization, they have generally remained stabilized in the 93% to 97% occupancy range.

Vacancy Rate and Rental Trends

Vacancy rate trends in relation to new construction deliveries and absorption for Class A
multifamily properties in the subject’'s submarket cluster are presented in the following chart.
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Overall submarket vacancy (all classes of properties combined) is estimated at 11.3%, which
represents a significant increase from a lower mark of 5.6% in 2015. Class A vacancy is
higher at 17.0%, which represents a modest decrease from a higher mark of 20.7% in 2014.
Newmark Knight Frank is of the opinion that the present elevated vacancy rates are strictly the
result of multiple simultaneous recent deliveries. Once stabilized, projects tend to stay

stabilized.

The overall submarket effective rental rate (all classes of properties combined) is estimated at
$2,166 per unit, which represents a significant increase from the lower mark of $1,867 in
2014. The Class A rental rate is higher at $2,503 per unit, which represents a minor increase
from a lower mark of $2,345 per unit in 2014. Much like the elevated vacancy rates, Newmark
Knight Frank is of the opinion that the effective rental rate has only seen a minor uptick since
2007 in Class A properties because of the large increase in new deliveries. Most apartment
projects are offering an increased amount of concessions in order to attract new tenants and
maintain occupancy levels. Once stabilized, the effective rental rate for the submarket is
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projected to increase, especially given the significant expansion of neighborhood amenities
(retail, etc.) going forward.

New and Proposed Construction

The following table summarizes properties that are under construction, planned, and/or
proposed in the subject’'s market area.

Now and Proposed Construction

Number Of Rentable
Building Name Building Address Units Building Area Year Built Submarket Name Building Status
The ew at Waterfront - Phase |l 1100 6th St SW 276 400,000 2018 Waterfront MF Under Censtruction
Square 769N 201 K StSE 179 182,210 2018 Capitol Riverfront MF  Under Construction
valo 222 MStsSw 220 220,000 2018 Waterfront MF Under Construction
Modem on M 465 M StSW 276 270,000 2018 Waterfront MF Under Constructicn
Waest Half 1201-1221 Half St SE 425 325,500 2018 Nawy Yard MF Under Construction
Lockwood Apartments 1339-1355 E StSE 145 138,646 2019 Capitol Hill MF Under Construction
Peninsula 88 88 VStSW 108 116,000 2019 Waterfront MF Under Construction
192 19th St SE 353 386,452 2019 Hill East MF Under Construction
NOVEL South Capitol 2IStSE 558 474,300 2019 Capitol Riverfront MF  Under Construction
Portals V 1399 Maryland Ave SW 373 352,000 2019 Waterfront MF Under Construction
1331 SWMaryland Ave 373 374,000 2019 Waterfront MF Under Construction
1401 PENN 1401-1433 Pennsylvania Ave SE 167 157,500 2019 Capitol Riverfront MF  Under Construction
1250 Half St SE 445 401,600 2019 Nawy Yard MF Under Construction
Dock 79 Phase Il 71 Potomac Ave SE 264 250,000 2020 Navy Yard MF Under Construction
Randall School Project 65 Eye StSW 479 412,500 2019 Southwest DC MF Proposed
Square 740 It 1000 1st St SE 275 250,000 2020 Capitol Riverfront MF Proposed
Square 740 | 1020 1st St SE 273 250,000 2020 Capitol Riverfront MF Proposed
Riverpaint 2100 2nd St SW 450 609,265 2020 Waterfront MF Proposed
415 14th St SE 320 100,000 2020 Capitol Hill MF Proposed
1000 S Capitol St SE 330 280,500 2020 Capitol Riverfront MF Preposed
The Bard 501 Eye St SW 136 125,000 2020 Waterfront MF Proposed
227 Tingey St SE 264 264,000 2020 Nawy Yard MF Proposed
99 | StSE 800 835,000 2020 Capitol Riverfront MF Proposed
Arthur Capper Carrollsburg 200 L StSE 295 300,000 2020 Capitol Riverfront MF Proposed
375 M StSwW 308 308,000 2020 Waterfront MF Proposed
1319 S Capitol St SW 250 230,000 2020 Waterfront MF Proposed
1900 Half St SW 462 481,235 2020 Waterfront MF Proposed
One Hill South - Phase [l 950 S Capitol StSE 300 300.000 2021 Capitol Riverfront MF Proposed

There are currently 14 properties under construction and another 14 properties in the
proposed construction phase in the neighborhoods that influence the subject property. The
under construction properties currently total 4,162 units, for an average size of 297 units. The
proposed properties currently total 4,942 units, for an average size of 353 units.

Multifamily Market Outlook and Conclusions

Based on the key metro and submarket area trends and future supply/demand outlook, NKF
expects the District of Columbia apartment market to experience moderate headwinds in the
near term due to the large volume of recent and forthcoming deliveries. Conditions are
expected to begin tilting back in landlords’ favor circa 2019 as the supply pipeline diminishes.
However, the Capitol Hill submarket, especially the Capitol Riverfront neighborhood near
Nationals Park, is expected to experience a considerably longer overhang of excess supply.
This is expected to result in muted (or potentially negative) rent growth and stubbornly high

vacancies for at least the next two to four years.

Eastern Branch Boys and Girls Club (EBBGC)




Land Description and Analysis 41

N

Property Analysis

Land Description and Analysis

Land Description

Land Area

Source of Land Area
Primary Street Frontage
Secondary Street Frontage
Shape

Comer

Topography

Drainage

Environmental Hazards
Ground Stability

0.26 acres; 11,125 SF

District of Columbia Office of Tax and Revenue
17th St. SE - 112 feet

Massachusetts Ave, SE - 92 feet

Trapezoidal

Yes

Generally level; graded slightly above street
No problems reported or obsened

None reported or chsened

No problems reported or observed

Flood Area Panel Number
Date

Zone

Description

Insurance Required?

1100010038C

September 27, 2010

X

Cutside of 500-year floodplain
No

Zoning; Other Regulations

Zoning Jurisdiction
Zoning Designation
Description

Legally Conforming?
Zoning Change Likely?
Permitted Uses

Minimum Lot Area
Minimum Lot Width
Minimum Setbacks
Maximum Building Height
Maximum Site Cowerage
Maximum Density
Maximum Floor Area Ratio
Parking Requirement

Rent Control
Other Land Use Regulations

District of Columbia

RF-1

Residential Flats

Appears to be legally nonconforming

PUD and/or special exception approval considered pursuant to Scope of Work

Row dwellings and flats (1 or 2-unit dwellings), places of worship, and public education,
recreation, and library buildings; conversion of existing on-residential buildings to apartment
use pemmitted, but with density limited to 1 dwelling unit per 900 square feet of land area,
and a maximum height of 35 feet for any addition to the existing structure

1,800 SF for rowhouse lots

18' for rowhouse lots

20" (rear only)

35 feet/3 stories

60% for detached dwellings, row dwellings and flats; 40% for other structures

1 dwelling per 900 SF of land area (existing non-residential use);

N/A

1 per 2 dwelling units (flats and apartments); for expansion or change of use within an
existing building, no additional parkin required when the minimum number of spaces for the
new use exceeds the number of spaces required for the prior use; historic resources not
required to provide additional parking for change in use without expansion

Subject to ADU Act requirements by virtue of District of Columbia ownership

None known

Utilities

Senice Provider

Water DC Water
Sewer DC Water
Electricity Pepco

Natural Gas Washington Gas
Local Phone Verizon
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Flood Hazard Status

The following table provides flood hazard information.

Flood Hazard Status

Community Panel Number
Date

Zone

Description

Insurance Required?

1100010038C

September 27, 2010

X

Outside of 500-year flcodplain
No

Zoning and Potential Development Density

The subject is zoned RF-1, Residential Flats, by the District of Columbia. The RF-1 zone is
intended to “provide for areas predominantly developed with attached row houses on small
lots within which no more than 2 dwelling units are permitted.” The following table summarizes
our understanding and interpretation of the zoning requirements that affect the subject.

Zoning Summary

Zoning Jurisdiction
Zoning Designation
Description

Legally Conforming?
Zoning Change Likely?

Pemitted Uses

District of Columbia

RF-1

Residential Flats

Appears to be legally nonconforming

PUD and/or special exception approval considered pursuant to Scope of
Work

Row dwellings and flats (1 or 2-unit dwellings), places of worship, and
public education, recreation, and library buildings; conversion of existing
on-residential buildings to apartment use permitted, but with density
limited to 1 dwelling unit per 900 square feet of land area, and a
maximum height of 35 feet for any addition to the existing structure

Category

Zoning Requirement

Minimum Lot Area
Minimum Lot Width
Minimum Setbacks
Maximum Building Height
Maximum Site Coverage

Maximum Density

Maximum Floor Area Ratio
Parking Requirement

1,800 SF for rowhouse lots

18' for rowhouse lots

20' (rear only)

35 feet/3 stories

60% for detached dwellings, row dwellings and flats; 40% for other
structures

1 dwelling per 900 SF of land area (existing non-residential use),

2 dwellings per structure (new row dwellings and flats)

N/A

1 per 2 dwelling units (flats and apartments); for expansion or change of
use within an existing building, no additional parkin required when the
minimum number of spaces for the new use exceeds the number of
spaces required for the prior use; historic resources not required to
provide additional parking for change in use without expansion
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We are not experts in the interpretation of zoning ordinances. An appropriately qualified land
use attorney should be engaged if a determination of compliance is required. However, it
appears that the current use of the site is a legally nonconforming use that pre-dates the
current zoning regulations, as the lot occupancy of the existing structure (100%) significantly
exceeds the maximum permitted under zoning.

If the subject site were vacant, it could be subdivided for development with rowhouses (likely
with 2 units per structure, i.e. flats). Based on the minimum lot area under RF-1 zoning (1,800
square feet), we would expect a yield of 6 lots. These lots would require at least 108 feet of
street frontage (18’ x 6 lots), which would appear to be achievable given that the site has
approximately 286 feet of frontage on public streets.

Because the subject is currently improved with a non-residential building, multifamily use is
permitted, both within the existing buildings and (potentially) as an expansion to an existing
building, but is limited to one unit per 900 square feet of land area. Based on the subject site
area of 11,125 SF, a “by right” conversion of the existing facility would yield a maximum of 12
multifamily units [11,125 SF / 900 SF = 12.4, rounded down]. Given the estimated existing
building area of approximately 25,000 square feet (excluding the sub-basement level), the
implied average unit size would be +2,000 square feet [25,000 SF / 12 units = 2,083 SF
GBA/unit, corresponding to 1,563 to 1,667 rentable SF at a 75% to 80% efficiency factor]. This
is substantially larger than typical parameters for apartments in this market, and would be
expected to result in significant levels of functional obsolescence.

The subject building is not historically designated; thus, a purchaser of the subject property in
“as is/by-right” condition would be under no legal obligation to retain the existing
improvements. However, retention of the improvements would most likely be perceived as a
community benefit, in exchange for which a prospective developer might successfully obtain
some level of relief from zoning requirements. This could take the form of relief from the 12-
unit density limit (in the form of a BZA special exception), resulting in a more efficient/market-
conforming unit mix being allowed. Alternatively, a successful Planned Unit Development
application could incorporate both this unit density relief and increased allowable development
density (in the form of increased height/FAR), potentially allowing for expansion of the
improvements. At the client's request, our analysis includes a valuation of the subject property
under each of these scenarios.

In the case of the special exception analysis (Scenario 3), our valuation assumes that BZA
relief would eliminate the unit density cap, such that the existing structure could be converted
for multifamily use at a market-determined level of unit density, so long as the building
envelope were not expanded.

In the case of the PUD analysis (Scenario 2), the client has requested that we assume
approval of a PUD program “where the parcel will be re-zoned for its highest and best use.”
The primary constraint on the level of density that could potentially be approved by PUD is the
Comprehensive Plan, and more specifically the Future Land Use Map (FLUM). The FLUM
identifies the subject site (and most of the surrounding neighborhood) for “Moderate Density
Residential” use. NKF would note that there is not a one-to-one correspondence between
FLUM categories and zoning designations; thus, assessing potential development density
consistent with the Comprehensive Plan/FLUM is to some extent a matter of judgment.
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e The Zoning Ordinance states that “The RF [Residential Flat] zones are designed to be
mapped in areas identified as low-, moderate-, or medium-density residential areas.”
NKF would interpret this categorization scheme as implying that “moderate density
residential” use per the FLUM would represent a density level in the middie of the
range allowed under the RF zoning categories.

o The highest floor area density permitted in the RF zones (RF-4 and RF-5) is a
1.8 FAR, and lot occupancy in either of these zones is capped at 60%. The
maximum height in these zones is 40'/3 stories (RF-4) or 50'/4 stories (RF-5).

o Meanwhile, the RF-1 and zone limits residential building heights to 35 feet, but
also caps lot occupancy at 60%. While no FAR limit is stated, the implied FAR
maximum in this zone would also be +1.8 [60% lot coverage x 3 stories = 180%
building/lot area ratio]. The RF-2 and RF-3 zones are intended to be mapped
to specific neighborhood areas (Dupont Circle and the Capitol Precinct,
respectively) and are thus not considered germane to this analysis, but have
very similar density limits as the RF-1 zone,

¢ The Zoning Ordinance also states that “The RA [Residential Apartment] zones are
designed to be mapped in areas identified as moderate- or high-density residential
areas suitable for multiple dwelling unit development and supporting uses.” NKF would
interpret this to imply that moderate-density residential use may also be consistent with
the lower-density RA zones.

o The RA-1 Zone (“low to moderate-density” per Zoning Ordinance) limits density
to 0.9 FAR, with a maximum height of 40 feet. The RA-2 Zone (“moderate-
density residential” per Zoning Ordinance) sets a maximum FAR of 1.8 and a
maximum height of 50 feet. The maximum lot occupancy in either zone is 60%.

o The next-highest density RA zone, RA-3, is described in the ordinance as
“medium-density residential.”

Based on this information, it is our opinion that approval of a Planned Unit Development for
the subject at an FAR density substantially exceeding 1.8, or based on a zoning category that
is more liberal with regard to use/density than the RA-2 zone, is highly unlikely, as such a
designation would appear to be inconsistent with the Comprehensive Plan. However, the
above-noted moderate-density zoning categories that regulate density on an FAR basis do
provide for a bonus density of up to 20% for Inclusionary Zoning (IZ) compliance. Thus, it is
our opinion that the maximum allowable FAR that may be approved for the subject property
pursuant to a PUD is 2.16 [1.8 base FAR + 20% |Z bonus].

To that end, we would note that the existing structure appears to represent an FAR of +2.25
(based on the non-subbasement GBA estimate of +25,000 SF). Thus, it is NKF's opinion that
PUD approvals would be highly unlikely to allow for an expansion of the envelope of the
existing structure.

Finally: the Development Program proposed by the Century Associates development team
(the basis of our Development Program/Scenario 4 valuation) contemplates a total “at
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completion” building area of 47,476 square feet. Of this space, 8,627 square feet would be
located on the sub-basement level, indicating an at/above-grade building area of 38,849
square feet. This compares to our estimate of current gross building area (excluding sub-
basement) of 25,000 square feet. It should be noted that our estimate of current gross building
area is an approximation, as the interior layout is irregular, including significant vertical
penetrations (e.g. gymnasium and auditorium areas with very high ceilings), multiple
mezzanines, and partial floors. While “as built” plans were not available for our review, the
square footage proposed under the development program appears to reflect the “filling in" of
the high-ceilinged areas of the building with mezzanine space, such that the building would
contain approximately three full floors, plus a small complement of additional mezzanine area
and a sub-basement level. In our opinion, this design would represent the maximum floor area
density achievable inside the existing building envelope, and would therefore be consistent
with the maximum achievable density under a PUD-based development program, or under by-
right zoning (noting that the RF-1 zone does not explicitly limit FAR, only height and
coverage).

Other Land Use Regulations

ADU Act

Pursuant to the Disposition of District Land for Affordable Housing Act of 2014 (the “ADU
Act’), dispositions of real property owned by the District of Columbia for purposes of
developing 10 or more multifamily housing units are subject to the requirement that the
subsequent development designate either 20% or 30% of the new units be designated as
Affordable Dwelling Units (ADUs). Based on the subject’s location, the 30% requirement
applies.

If the subject property were developed as a “for rent” multifamily property, 75% of the required
ADUs would have to be made available to households earning not more than 50% of area
median income (AMI), with the remaining 25% of the ADUs affordable to households earning
not more than 30% of AMI. As a “for sale” multifamily development, 50% of the ADUs would
have to be affordable at the 50% AMI level, with the other 50% of ADUs affordable at the 80%
AMI level.

In either case, these restrictions must remain in place through the life of the building. Because
the subject property is owned by the District, a disposition of the property would necessitate
that the purchaser and/or leaseholder comply with these regulations in developing the site for
any multifamily residential use comprising 10 or more units. This requirement would have a
substantial negative impact on the value of the property in a multifamily residential use
context.

Notably, the ADU Act does not apply to property developed with residential uses other than
multifamily use (i.e. single-family dwellings or flats). Thus, if the subject improvements were
demolished and the site subdivided for development with rowhouses, rowhouse flats, etc., the
requirements of the ADU Act would not be applicable.

Inclusionary Zoning

Under DC law, Inclusionary Zoning requirements may be satisfied by the provision of
affordable housing units required by other affordability programs that are more restrictive than
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required by Inclusionary Zoning regulations. As the requirements under the ADU Act are more
restrictive than the IZ program, no additional affordable compliance requirements would result
from Inclusionary Zoning regulations. In addition, we would note that while Inclusionary Zoning
requirements may apply to non-multifamily residential development, this is only the case when
10 or more units are constructed as part of a single project. As discussed, the subject site, if
vacant, would be able to be subdivided into a maximum of 6 lots. Thus, a developer could
legally avoid providing any affordable housing units under the Inclusionary Zoning program as
long as not more than 3 of the 6 potential rowhouses were subdivided into two-unit flats.

We are not aware of any other land use regulations that would affect the property.

Conclusion of Site Analysis

Overall, the physical characteristics of the site and the availability of utilities result in functional
utility suitable for the uses permitted by zoning. The primary use permitted by zoning are row
dwellings/flats on a minimum lot size of 1,800 square feet, though certain other public/quasi-
public uses are also permitted. Other than the noted requirements associated with the ADU
Act, we are not aware of any other particular restrictions on development.
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Improvements Description and Analysis

Existing Improvements

The subject site is currently improved with a structure built in 1937 that was formerly used as
a Boys & Girls Club. It has been vacant since 2009, when the District of Columbia acquired
the property, along with two other Boys & Girls Club facilities, for a reported price of $20
million.

The layout of the structure is atypical, and highly tailored to the previous use. In particular,
floor heights vary throughout the building, due to the presence of three separate large-volume
special-purpose rooms (pool room, auditorium, and gymnasium), with the gymnasium and
auditorium penetrating through two floors. In general, the building is laid out such that the pool
is located on the lower level at the north end of the building, with the auditorium occupying the
two floors above; meanwhile, the gymnasium occupies the lower level and first floor at the
south end of the building. The space above the gymnasium is built out primarily as
classroom/office type space. Both the pool and the gym are serviced by locker room and
shower areas located on the lower level. In the center of the building, just inside the 17" Street
entrance on the first floor, is an entry foyer/circulation area and a small amount of office
space. Finally, a sub-basement level is located under approximately 75% of the building,
though a significant portion of the sub-basement area is occupied by the vault of the pool
located above. In any event, the sub-basement is non-windowed and is not considered to be
marketable/usable except as storage or parking area. It should be noted that, because the
main entrance to the first floor is accessed via stairs, and is situated +10 feet above the grade
of 17" Street, the floor of the lower level is located at or slightly below grade (depending on
shifts in topography along the building perimeter). Therefore, the utility of the lower level
space is considered essentially equivalent to typical at-gradeffirst floor building area.

As discussed, the layout of the improvements makes accurate measurement of the as-built
floor area difficult. We estimate the current gross floor area, excluding the sub-basement, at
125,000 square feet [3 floors at 100% site coverage (11,125 SF) = 33,375 SF, less +5,000 SF
vertical penetration of gymnasium into first floor and +3,500 SF penetration of auditorium into
second floor].

The improvements were previously served by radiant heat (from two boilers located in the
sub-basement) and package A/C units, which are presumed to be non-operational at present.
(The building has been without electrical service for an unknown period of time.) Restrooms
and locker room plumbing fixtures likewise appear to be non-operational, and the pool has
been drained.

Finishes throughout the building generally consist of commercial carpet and VCT tile,
acoustical tile ceilings and painted drywall or lightweight plaster partitions, generally of
average quality. In any event, essentially all of the finishes and fixtures are in fair to poor
condition and would require replacement prior to placing the building back in service. We
would note that while temperature fluctuations appear to have impacted these finishes (e.g.
ceiling tiles bowed), we did not observe any evidence of significant moisture intrusion.
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The building’s structural frame, meanwhile, appears to be very sound and comprised of
reinforced concrete and terra cotta tile. No significant damage or deterioration to the interior
structure was observed during our inspection.

Overall, the underlying structure of the building appears to be of good quality and condition,
while the condition of finishes is fair to poor. With regard to functional utility, the building is
considered reasonably adaptable to an alternative institutional use, such as a school or
community center. However, economically productive use would be expected to require a
significant reconfiguration of the current layout, as the amount of large-format special-purpose
space would be considered very excessive by most potential users, relative to the amount of
general purpose (classroom or office) space.

Development Program Overview/Proposed Improvements

The following chart summarizes the Development Program proposed by the Century
Associates development team, which is the basis of our Development Program (Scenario 4)
valuation premise. This description is based on our inspection of the property, discussions
with DMPED staff, the development pro-forma prepared by the prospective developer (dated
November 11, 2017), and floor plans prepared by Century Associates dated November 13,
2017.

Proposed Improvements Description

Name of Property Eastem Branch Boys and Girls Club (EBBGC)
General Property Type Multifamily Residential

Property Sub Type Age-Restricted Condominium

Competitive Property Class Historic

Number of Buildings 1

Stories 3, including basement lewel that is mostly above-grade
Construction Class B

Construction Type Reinforced concrete frame

Construction Quality Good

Number of Units 29

Units per Acre (Density) 113.5

Gross Building Area (SF) 47,476

Rentable Floor Area (SF) 26,175

Land Area (SF) 11,126

Floor Area Ratio (RFA/Land SF) 2.35
Floor Area Ratio (GFA/Land SF) 3.49

Building Area Source Other

Year Built 1937

Year Renovated 2018/2019 (proposed)
Actual Age (Yrs.) 81

Estimated Effective Age (Yrs.) 5
Estimated Economic Life (Yrs.) 55
Remaining Economic Life (Yrs.) 50

Number of Parking Spaces 17

Source of Parking Count Pro-forma

Parking Type Structured below ground, mechanical lift system
Parking Spaces/Unit 0.6
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Unit Mix — Development Program
The subject’s proposed unit mix is detailed in the following table.

Development Program Unit Mix

% of  Awg. Unit
Floor Plan Units Total Size Total SF

2 Bedroom Units

Total/Average 3 10.3% 889 2,668
2 Bedroom >950 SF Units

Total/Average 13 44.8% 1,044 13,577
2 Bedroom 50% AMI Units

Total/Average 4 13.8% 829 3,316
2 Bedroom 80% AMI Units

Total/Average 3 10.3% 884 2,652
1 Bedroom Units

Total/Average 3 10.3% 655 1,966
1 Bedroom 50% AMI Units

Total/Average 1 3.4% 691 691
1 Bedroom 80% AMI Units

Total/Average 2 6.9% 653 1,305
Total Units 29 100.0% 903 26,175

Proposed Improvements Analysis

Quality and Condition

Upon completion, the improvements are expected to be of good quality construction and in
very good/near-new condition.

We note that project renderings and other detailed descriptive information (proposed finishes,
appliances, building system details) pertaining to the proposed project were not available. This
appraisal assumes that the subject's finishes, fixtures, building systems, etc. will be typical of
other new/renovated for-sale condominium projects in the market. Accordingly, the quality of
the subject, at completion, is expected to be consistent that of competing properties.
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Functional Utility

From the standpoint of a potential conversion to multifamily use, the functional utility of the
existing building shell is considered somewhat below average. In particular, we would note the
following:

¢ The subject contains several large “vault” spaces that penetrate through two full floors.
In order to maximize the utility of the shell and deliver marketable units, these floors
will have to be “filled in,” levelizing them (to the extent possible) with adjacent floor
areas. The presence of partial floors and mezzanine levels of varying height is likely to
result in sub-optimal functional utility even after adding an additional floor within the
vauit areas. In addition, many of the existing windows are configured with the larger
vault spaces in mind, and are not well-aligned with the projected post-renovation floor
locations.

¢ The footprint of the building, with a depth of approximately 82 feet east/west and up to
156 feet north/south, is somewhat larger/more monolithic than would be considered
ideal for multifamily use, and the absence of an interior courtyard will limit
light/air/views to the perimeter of the building. Typically, new-construction multifamily
buildings in this market employ a double-loaded corridor design along perimeter wings
with depths of 60 to 70 feet. As a result, both building efficiency (yield of rentable vs.
gross square feet) and functional utility (appeal of finished units) is expected to be
somewhat below average.

* The subject’s east-fronting units will enjoy very good views of the park across the
street and to the Armory and across the Anacostia River beyond, and the north and
south units will have average to good views, units fronting on the west side of the
building face into the rear parking lot or exterior walls of the adjacent apartment
building to the west. Where the walls face each other, the separation provided by the
alley is only about 12 feet, and the height of these buildings (3 stories, plus English
basement level) is sufficient to significantly limit light penetration into these adjoining
units.

ADA Compliance

Based on our inspection and information provided, we are not aware of any ADA issues.
However, we are not expert in ADA matters, and further study by an appropriately qualified
professional would be recommended to assess ADA compliance. We would note that the
Development Program, due to the intended use of the property for senior housing,
contemplates a “fully accessible” design.

Environmental Conditions

An environmental assessment report was not provided for review and environmental issues
are beyond our scope of expertise. No hazardous substances were observed during our
inspection of the improvements; however, we are not qualified to detect such substances.

However, given the age of the building improvements, it is likely that some level of
environmentally hazardous substances (e.g. asbestos-containing materials/ACMs) are
present, and will require some level of remediation in the course of renovating the property.
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The development pro-forma provided for our review indicates a budget of $189,904 in hard
costs associated with environmental remediation ($4.00/SF GBA). By way of comparison,
Marshall Valuation Service cost data indicates a cost range for asbestos removal ranging from
$25.15 to $44.50 per square foot for full abatement, or $9.47 to $16.65 for spot removal.
Accordingly, it is our opinion that the development budget may understate the actual cost of
required environmental remediation. While we have given significant weight to the
development budget in estimating the cost of renovating the existing structure, we have
considered the potential for environmental cost overruns in our selection of an appropriate
yield rate/profit requirement.

Conclusion of Improvements Analysis

In comparison to other competitive properties in the region, the proposed improvements are
rated as follows:

Improvements Ratings

Design and Appearance Awerage
Age/Condition Above Awerage
Room Sizes and Layouts Awerage
Bathrooms Average
Kitchens Average
Landscaping Above Average
Garages Average
Unit Features Average
Project Amenities Awerage

As discussed, we expect the conversion of the existing improvements to multifamily use to
result in somewhat sub-optimal functionality due to the existing floor configuration, building
footprint, etc. On the positive side, the subject benefits from a large surrounding yard area on
two sides (technically publicly owned, but under the control of the property owner), good view
potential for a significant proportion of the units, and a unique concept (a senior cohousing
community) that we expect will have significant appeal in the local market. Perhaps most
importantly, the property is located in a mature neighborhood with adequate access to transit
and services, relatively high income levels, and high rates of home ownership.
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First floor entry area First floor office
(Photo Taken on January 11, 2017) (Photo Taken on January 11, 2017)

Auditorium View of concrete frame
(Photo Taken on January 11, 2017) (Photo Taken on January 11, 2017)

Second floor classroom Second floor classroom
(Photo Taken on January 11, 2017) (Photo Taken on January 11, 2017)
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View east toward park from upper floor
(Photo Taken on January 11, 2017)

Swimming pool
(Photo Taken on January 11, 2017)

View of subject facing north/northwest
(Photo Taken on January 11, 2017)

Eastern Branch Boys and Girls Club (EBBGC)

Gymnasium
(Photo Taken on January 11, 2017)

Locker room (lower level)
(Photo Taken on January 11, 2017)

North fagade, facing south
(Photo Taken on January 11, 2017)
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Proposed Floor Plans
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Real Estate Taxes

The subject property is located in the District of Columbia, which administers the real estate
tax assessment for the underlying parcel. Real estate taxes in this jurisdiction represent ad
valorem taxes, meaning a tax applied in proportion to value. The real estate taxes for an
individual property may be determined by dividing the assessed value for a property by 100,
then multiplying the estimate by the appropriate property tax rate. In the District of Columbia,
property tax rates vary by property types, with residential properties (including apartments)
taxed at $0.85 per $100 in assessed value; commercial properties are taxed at $1.65 per
$100 for the first $3 million and $1.85 per $100 thereafter. Vacant properties are taxed in a
special tax class (Class 3) at $5.00 per $100. Properties that are classified as “nuisance” or
“blighted” properties are taxed at the Class 4 rate of $10.00 per $100. We note that vacant
properties that are planned for development or are being actively marketed for sale or lease
are generally exempt from classification as vacant for tax purposes.

Real estate taxes and assessments for the current tax year are shown in the following table.

Taxes and Assessments - 2018

Assessed Value Taxes and Assessments
Ad
Valorem
Tax ID Land  Improvements Total Tax Rate Taxes Total
Square 1088, Lot 0802 $1,246,000 $2,073,330  $3,319,330 0.85% $28,214 $28,214

Based on the concluded market value of the subject, the assessed value appears to be
significantly overstated. We note that the subject is currently exempt from taxation by virtue of
ownership by the District of Columbia.
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Highest and Best Use

As Vacant

Legally Permissible

The site is zoned RF-1, Residential Flats. Permitted uses include row dwellings and flats (1 or
2-unit dwellings), places of worship, and public education, recreation, and library buildings. To
our knowledge, there are no other legal restrictions such as easements or deed restrictions
that would effectively limit the use of the property, except that in the case of a sale for
multifamily residential development, the property would be subject to the affordable housing
requirements of the ADU Act due to its current ownership by the District of Columbia.
However, development of a multifamily use on the site would not be legally permissible under
current zoning if the site were vacant, and as a result the ADU Act would not apply in this
case.

Physically Possible

The subject site contains 11,125 square feet or 0.26 acres and is adequately served by
utilities, has an adequate shape and size, sufficient access, etc., to be a separately
developable site. Further, it appears that the site has sufficient frontage to support subdivision
into the maximum legally allowable number of rowhouse lots (six lots, based on the minimum
RF-1 lot size of 1,800 square feet), and there are no known physical reasons why the subject
site would not support such a development.

Given prevailing land use patterns in the area and the limited uses permitted under zoning,
only subdivision and development of rowhouses (single-family or flats) is given further
consideration in determining highest and best use of the site, as though vacant.

Financially Feasible

Based on our analysis of the market, there is currently adequate demand for additional
rowhouse properties (both single-family and flats) in the subject's area, and the rowhouse lots
that would result from subdivision would have a market value substantially exceeding the cost
of subdivision and basic site finishing costs, even after accounting the discount necessary to
convert the combined value of the lots to a single-purchaser bulk value.

Maximally Productive

The final test of highest and best use of the site as though vacant is that the use be maximally
productive, yielding the highest returns to the land. In the case of the subject as if vacant, the
analysis has indicated that subdivision and development of rowhouses (single-family or flats)
development would be most appropriate.

Conclusion: Highest and Best Use As Vacant

Based on the preceding analysis and upon information and analysis contained in the area,
neighborhood, and market analyses, the highest and best use as vacant would be subdivision
and development of rowhouses (single-family or flats). Sufficient demand exists for
development to occur in the near term. Our analysis of the subject and market yields the
conclusion that the most likely buyer, as if vacant, would be a developer.
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As Improved

Legally Permissible

The subject site is improved with an institutional property, which appears to be an allowable
use under zoning. While the improvements date to 1937 (or thereabouts), the property is not
located in a historic district and the improvements have not been designated historic.
Accordingly, demolition of the improvements is considered legally permissible.

Physically Possible

The improvements are severely depreciated, and only marginally well-suited to be adapted to
an alternative economically productive use. Moreover, the analysis to follow indicates that an
adaptive re-use of the structure would have a value only marginally commensurate with the
cost of the renovation, considering the return that would be required by an investor/developer.

Financially Feasible

As demonstrated in the following valuation analysis, the financial feasibility of an adaptive re-
use of the property is marginal, yielding a nominal net residual value. However, the value of
the underlying land, as a potential rowhouse lot subdivision, is sufficient to justify the cost of
demolition of the improvements while providing a return to both an investor/developer and the
underlying land.

Maximally Productive

Demolition of the existing improvements in order to realize the value associated with the
highest and best use of the site as if vacant produces a substantially greater residual value
than adaptive re-use, or any other reasonably probable alternative use. Accordingly,
demolition and subdivision is concluded to be the maximally productive use of the property.

Conclusion: Highest and Best Use As Improved

Based on the foregoing, the highest and best use of the property, as improved, is demolition
of the improvements and subsequent subdivision for residential development (rowhouse lots).
Taking into account the size and characteristics of the property, the likely buyer is a local
investor/developer.
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Valuation

As discussed, the only applicable methodology for the valuation of the subject property under
each of the scenarios proposed is a development analysis, which is a form of land residual
analysis. In each of the scenario analyses to follow, we have developed a discounted cash
flow model which forecasts periodic net cash flows over the life of the project, based on
anticipated revenues from sales of units (or lots, as applicable) to end-users, less sale costs
and development costs. These periodic cash flows are then discounted at an overall yield rate
reflecting the unlevered yield rate that a developer would be expected to require to undertake
the proposed project.

We begin this process with an analysis of the proposed Development Program (Scenario 4),
as the parameters of the proposed development (unit mix, etc.) have been stipulated by the
developer. Potential modifications to the proposed development program that may enhance
value are then examined as part of the Scenario 2 and 3 (Special Exception/PUD) analyses,
in order to determine what if any alternate development plan would result in a higher value
and therefore reflect the highest and best use of the property (while retaining the existing
improvements). Finally, we will develop an alternative discounted cash flow projection based
on our conclusion of the highest and best use of the property (Scenario 1), reflecting
demolition of the existing improvements and subsequent subdivision of the subject property
into rowhouse lots.

Development Program Valuation

Condominium Unit Valuation

We begin the Development Program valuation by developing an opinion of the prospective
sale prices of the proposed condominium units. In the following section of the report, we
establish current pricing parameters for each unit type, which will then be trended to reflect
anticipated price changes through the date that each unit is sold.

Market Rate Units

To price the market-rate 1-bedroom and 2-bedroom condominium units, we use the sales
comparison approach. This approach develops an indication of value by researching,
verifying, and analyzing sales of similar properties.

To identify relevant sales for comparison to the subject’'s one bedroom units (3 units, ranging
from 534 SF to 717 SF with an average size of 655 SF), we searched for transactions meeting
the following criteria:

e Location: East of 11" Street NE/SE, south of D Street NE, north/west of Anacostia
River

e Size: 500 to 750 SF

¢ Quality/Condition: Good quality/condition, new/recent construction preferred, located in
buildings with more than four units
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¢ Transaction Date: 2017 to present

The most relevant sales are summarized in the following table.

One Bedroom Condominium Sale Comparables

Address Year Built Bedrooms Baths Size (SF) Close Price Price/SF Close Date
1500 Pennsyhvania Awve. SE #304 2015 1 1 541 $339,900 $628.28 3/23/2017
1516 K St. SE #2B 2016 1 1 680 $349,900 $514.56 3/30/2017
420 16th St. SE #203 1947 1 1 585 $350,000 $598.29 4/18/2018
17 14th St. NE #17 (Car Bam) 1980 1 1 655 $354,000 $540.46 6/4/2018
1519 Constitution Ae. NE #102 1927 1 1 689 $360,000 $522.50 5/23/2018
1337 K St. SE #103 2015 1 1 610 $363,500 $595.90 3/31/2017
1603 North Carolina Ae. NE #2 1960/2015 1 1.5 625 $364,000 $582.40 4/20/2018
1391 Pennsylvania Ave. SE #439 2007 1 1 680 $365,000 $536.76 2212017
1621 East Capitol St. SE #3 1953/2013 1 1 634 $369,000 $582.02 6/29/2018
35 15th St. NE #38 (Car Bam) 1980 1 1 679 $369,900 $544.77 1/8/2018
9 14th St. NE #9 1896/1980 1 1 655 $370,000 $564.89 6/26/2018
1391 Pennsylvania Ave, SE #212 2007 1 1 632 $370,000 $585.44 6/15/2018
1391 Pennsylvania Ave, SE #544 2007 1 1 684 $379,900 $555.41 5/2612017
73 14th St. NE #73 (Car Bam) 1980 1 1 686 $384,900 $561.08 6/28/2017
69 15th St. NE #96 (Car Bam) 1980 1 1 690 $385,000 $557.97 12/11/2017
1391 Pennsylvania Ave. SE #264 2007 1 1 728 $388,000 $532.97 5/11/2018
1516 K St. SE #3B 2016 1 1 680 $390,000 $573.53 3/20/2017
1391 Pennsylvania Awve. SE #213 2007 1 1 671 $391,000 $582.71 §/23/2017
1391 Pennsylvania Ave. SE #426 2007 1 1 684 $395,000 $577.49 3/28/2018
16 17th St. NE #112 1927/2015 1 1 585 $397,500 $679.49 4/10/2017
1513 Constitution Ave. NE #4 1927 1 1 700 $429,000 $612.86 6/22/2017
1301 South Carolina Ave, SE #6 1959 1 1 700 $430,000 $614.29 12/15/2017
1500 Pennsylvania Ave. SE #409 2017 1 1 611 $434,000 $710.31 3/4/2018
1324 E St. SE #210 1895/2018 1 1 660 $449,000 $680.30 6/11/2018
900 11th St. SE #303 2017 1 1 729 $449,900 $617.15 1/15/2018
900 11th St. SE #307 2017 1 1 723 $459,900 $636.10 9/9/2017
732 15th St. SE #3 1926/2014 1 1 714 $499,000 $698.88 8/18/2017

Min. 541 $339,900 $514.56

Max. 729 $499,000 $710.31

Awg. 663 $392,122 $592.10

The prospective developer’s pro-forma reflects an anticipated average sale price of $442,350
(range of $360,450 to $483,975) for one-bedroom units, based on an average sale price of
$675/SF. As shown above, few 1-bedroom units of less than 750 square feet in size have
commanded pricing in excess of $440,000 in the local market. In addition, only four 1-
bedroom units have sold for more than $650/SF. The highest per square foot pricing is 1500
Pennsylvania Avenue SE #409 ($710/SF), which is in a new-construction building located
nearly adjacent to Metro, and is also smaller than the subject’s average unit size (at 611 SF).
Another of these units, 732 15" Street SE #3 ($699/SF), is located in a unique building with
very high-end architecture and finishes, and includes a large private terrace. 16 17" Street NE
#112 ($679/SF) is considerably smaller than the subject's average unit size, and is also
considered superior in quality/appeal to the subject units. 1324 E St. SE #210 ($680/SF) is
more similar to the subject’s average unit size, and is also similar in that it is located in a
converted historic building. However, this unit also has exceptional high-end features and 14-
foot ceilings.

Based on the above sale data, we would expect the subject units to command an average
price somewhat below the $650/SF threshold. At an average price of $640/SF, the two
+715/SF 1-bedroom units would sell for +$457,600, which falls at the upper end of the overall
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range but is well-bracketed in terms of quality, condition, and location by comparable sales on
either side of this price point. Meanwhile, the implied price of the smaller (534 SF) studio unit
at $635/SF would be $341,760. This is at the low end of the comparable range on an overall
price basis, but this would seem appropriate given the unusually small size of this unit.
Further, to the extent that there may be some upside pricing potential for this unit, it would be
offset by a potentially lower $/SF price point for the larger 1 bedroom units. We therefore
conclude to an average price of $640/SF for the market-rate 1 bedroom units.

To identify relevant sales for comparison to the subject’'s market-rate two bedroom units (16
units, ranging from 788 SF to 1,270 SF with an average size of 1,015 SF), we searched for
transactions meeting the following criteria:

¢ Location: East of 11" Street NE/SE, south of D Street NE, north/west of Anacostia
River
e Size: 750 to 1,400 SF

e Quality/Condition: Good quality/condition, new/recent construction preferred, located in
buildings with more than four units

e Transaction Date: 2017 to present

The most relevant sales are summarized in the following table.

Eastern Branch Boys and Girls Club (EBBGC)



Development Program Valuation 64

N

Two Bedroom Condominium Sale Comparables

Address Year Built Bedrooms Baths _Size (SF) Close Price Price/SF Close Date
1391 Pennsylvana Awe. SE #329 2007 2 2 832 $455,000 $546.88 6/16/2017
245 15th St. SE #302 2008 2 2 761 $465,000 $611.04 112712017
1500 Pennsylvania Awe. SE #311 2016 2 1 760 $479,900 $631.45 41712017
254 15th St. SE #3 1808/2016 2 2 858 $479,900 $559.32 2/28/2017
1391 Pennsylvana Ave. SE #423 2007 2 2 822 $480,000 $583.94 5/23/2017
1391 Pennsyhania Ave. SE #529 2007 2 2 832 $489,000 $587.74 6/12/2018
254 15th St. SE #4 1808/2016 2 2 858 $499,900 $582.63 3/30/2017
1391 Pennsyhania Ave. SE #259 2007 2 2 1,029 $510,000 $495.63 4/27/2018
245 15th St. SE #201 2008 2 2 870 $516,245 $593.39 3/23/2018
1391 Pennsylvana Awe. SE #371 2007 2 2 918 $517,000 $563.18 10/11/2017
1337 K St. SE #101 2016 2 2 809 $528,200 $581.08 5/12/2017
1391 Pennsylvana Awe, SE #471 2007 2 2 1,018 $545,000 $535.36 8/4/2017
1391 Pennsylvana Awe, SE #371 2007 2 2 1,017 $555,000 $545.72 12/13/2017
1391 Pennsylhania Awe. SE #215 2007 2 2 1,166 $566,000 $485.42 6/6/2018
1391 Pennsyhania Awe. SE #543 2007 2 2 1,188 $599,000 $504.21 1/6/2017
254 15th St. SE #5 1908/2016 2 2 1,195 $600,000 $502.09 3/10/2017
1200 East Capitol St. NE #4 1880 2 2 978 $600,000 $613.50 6/20/2018
1391 Pennsylvania Ave. SE #311 2007 2 2 1,234 $605,000 $490.28 7/20/2018
257 15th St. SE #A 2009 2 2 934 $618,500 $662.21 6/6/2018
225 20th St. NE #1 2017 2 2 1,300 $624,900 $480.69 9/12/2017
1433 K St. SE #102 2016 2 3 1,331 $629,000 $472.58 §/19/2017
225 20th St. NE #3 2017 2 2.5 1,350 $634,001 $469.63 12/13/2017
1337 K St. SE #201 2016 2 2 985 $634,300 $643.96 1/31/2017
1342 Massachusetts Ave, SE #C 1808/2011 2 2 939 $634,500 $675.72 8/14/2017
1391 Pennsylvania Ave, SE #237 2007 2 2 1,335 $635,000 $475.66 11/17/2017
1433 K St. SE #301 2016 2 1.5 1,375 $640,000 $465.45 2112017
1337 K St. SE #202 2016 2 2 935 $654,100 $699.57 1122017
732 15th St. SE #6 (PH) 1926/2014 2 2 1,008 $660,000 $654.76 4/26/2018
1306 Pennsylvania Ave. SE #401 2016 2 2 1,161 $682,500 $587.86 §/12/2007
$00 11th St. SE #410 2017 2 2 1,301 $824,900 $634.05 1/12/2018
900 11th St. SE #408 2017 2 2.5 1,368 $834,900 $610.31 1/12/2018

Min. 760 $455,000 $465.45

Max. 1,375 $834,900 $699.57

Avg. 1,051 $586,992 $565.98

The prospective developer's pro-forma reflects an anticipated average sale price of $685,336
(range of $531,800 to $857,250) for one-bedroom units, again based on an average sale price
of $675/SF. As shown above, only 4 two-bedroom units in this market have achieved prices
higher than $650/SF. Three of these units, at 934 to 939 SF, are considerably smaller than the
subject’s average 2-bedroom unit size of 1,015 SF. 732 14" St. SE #6 is simiilar in size (at
1,008 SF) and sold at $655/SF, but this is a penthouse unit with private roof deck.
Accordingly, it is our opinion that the developer’s pricing projections are overly optimistic.

For analysis purposes, we have separated the subject 2-bedroom units into two size groups: a
“large” size class (>950 SF) and standard size units (<950 SF), as the data indicates that per
square foot pricing for smaller 2-bedroom units is somewhat higher. Most of the market-rate 2-
bedroom units (13 of 16) fall into the larger size category. The average size of these units is
1,044 SF. Looking at new (2016-2018 construction or renovation) comparable unit sales in
this size category, the average sale price is $678,278 (range $600,000 - $834,900), or
$541/SF (range $465 - $644/SF).

Based on the sales data above, we project an average sale price for the subject's large 2-

bedroom units at $615/SF, or $642,060. This price level falls at the upper end of the central
tendency range of the comparables (i.e., excluding the outliers at the high and low ends).
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Turning to the smaller 2-bedroom units (average size 889 SF), the comparables in this size
class have achieved an average sale price of $524,403, or $606/SF. Looking at new
properties only, the average is somewhat higher, at $556,429 or $627/SF. In our opinion, the
subject’'s smaller 2-bedroom units should command a modest premium over this $/SF
average, at $635/SF, resulting in an average sales price of $564,515.

ADUs

The development program calls for a total of 10 ADUs, representing 30.4% of
rentable/saleable floor area. Half of these would be affordable at 50% AMI and the other half
at 80% AMI. We have projected pricing for these units based on the condominium price limits
specified in the most recent Maximum Income, Rent and Purchase Price Schedule published
by the Department of Housing and Community Development (DHCD). As noted, these figures
will be trended upward through the projected sale date(s) in the discounted cash flow analysis
to follow.

Parking

The developer proposes to charge $40,000 per parking space for each of the 17 available
spaces. Pricing From our review of parking space prices in competitive properties, we have
observed price points that range from $30,000 to $80,000 per parking space. We are aware of
the following current/recent parking space comparables:

e The Lexicon (50 Florida Avenue NE) is selling parking spaces at $45,000 per space.
e The Elysium Logan has a price of $80,000 per space.
e 2030 Atlantic Plumbing has recently sold a parking space at $43,000.

¢ 10Eleven and Logan 133 have recently sold parking spaces for $35,000 to $45,000
per space.

Given these results, we conclude that the developer's asking price of $40,000 per space is
reasonable.

Retail Pricing Conclusions

Our opinions of achievable end-user/retail pricing of the proposed condominium units (in
current dollars) are summarized as follows.
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Development Program Pricing Matrix

Awvg. Aw. Sale

Market Rate Units Aw. SF Price/SF Price  # of Units Gross Revenue
2 Bedroom 889 $635 $564,515 3 $1,693,545
Large 2-Bedroom 1044 $615 $642,060 13 $8,346,780
1 Bedroom 655 $640 $419,200 3 $1,257,600
Market Rate Total/Awg 958 $621 $594,628 19 $11,297,925
Price/SF Maximum
ADUs (Max)  Sale Price*
2 Bedroom 50% AMI 829 $137 $113,600 4 $454,400
2 Bedrocom 80% AMI 884 $263 $232,800 3 $698,400
1 Bedroom 50% AMI 691 $160 $110,700 1 $110,700
1 Bedroom 80% AMI 653 $322 $210,100 2 $420,200
ADU Total/Awg 797 $211 $168,370 10 $1,683,700
Ovwerall Project 902 $496 $447,642 29 $12,981,625

* Per 2017 Maximum Income, Rent and Purchase Price Schedule pubblished by DHCD, effective October 6, 2017

Senior Housing Considerations

As noted, the development program would include designating the subject as a “senior
cohousing” community. This would include designation of the subject units as “age-restricted,”
such that they could only be occupied by persons over the age of 55 (with some exceptions).
While there is a limited supply of age-restricted housing in the District proper (primarily
affordable/subsidized housing), these types of communities are broadly accepted by the
market at large (developers, residents, homebuyers, lenders), and do not typically exhibit
measurable price differences (either higher or lower) compared to non-restricted product.

In the subject’s case, we do not expect any price premium or discount to adhere to the subject
units based on their age-restricted status. Housing demand from older households, especially
for for-sale product, is very high, with the subject’s immediate neighborhood being particularly
well-positioned to absorb age-restricted housing based on the relatively high median age of
area households (median age 38, compared to 35 in the District as a whole) high
homeownership rate (55% owner-occupied housing units, vs. 35% in the District as a whole).
While restricting the units to ownership/occupancy by 55+ households does, by definition,
reduce the total amount of potential demand within a given market area, it also serves to
differentiate the project from other for-sale housing product in the area, thereby increasing
both the size of the relevant market area and the expected capture rate from within the age-
qualified population.

Finally, we note that the development program includes the provision of 2 guest suites. Guest
suites are occasionally provided as an amenity at larger apartment buildings in this market, for
use by overnight visitors of the residents. There is typically a charge $100-$150 per night for
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their use, but due to turnover/cleaning costs and high vacancy rates, they are rarely if ever a
profit center, functioning instead as an amenity to residents. Given the small size of the
subject property, these suites would be unlikely to generate any significant net income.

Discounted Cash Flow

In the preceding analysis, we have developed projections of the subject’s sale revenue
potential. These projections, along with the assumptions described below, are used to project
net revenues during the sell-out period.

Price Trending

As discussed in the For-Sale Residential Market Analysis, the District’'s condominium market
remains supply-constrained relative to demand, but the subject’'s submarket (along with the H
Street/Noma submarket to the northeast) represents an outsized share of under-construction
and proposed condominium development. While most developers would forecast some level
of price increases over the construction and sellout period, especially with the likelihood of
increased mortgage rates during this period. According to MLS data, median sale prices for all
homes in the District increased more than 5% over the course of 2017. However, this data
includes a large number of resales, rather than new units, and is subject to influence by
changes in the composition of the listed inventory. Delta Associates specifically tracks “same-
store” price trends in new-construction condominium properties in order to avoid these issues.
Their most recent data indicates that condominium prices in the District increased by 0.9%
over the course of 2017, down from a pace of +1.3% in 2016. Based on this information, it is
our opinion that a 1.5% annual price growth rate is reasonable.

We have not applied an escalation factor to the pricing of parking spaces or ADUs. In our
experience, pricing for parking spaces tends to be “sticky,” often holding steady within a
project or neighborhood for years at a time, then eventually jumping by larger increments (e.g.
$2,500 or $5,000). Meanwhile, the price limits for ADUs units are primarily a function of Area
Median Income for the Washington MSA, but also take other factors into account. While AMI
is expected to increase over the forecast period, this growth is projected to be offset by rising
utility costs and interest rates, which are also factored into DHCD’s calculation of sale price
limits.

Absorption and Timing

The developer's pro-forma contemplates a 12 month pre-construction period, followed by
another 12 months of construction to begin delivering units. Given the project’s entitlement
status, architectural/engineering requirements, and the relative scale and complexity of the
type of construction proposed, this estimate is considered realistic, and representative of the
expectations of a typical developer.

As discussed in the Residential Condominium Market Analysis section, we project a sales-up
pace of 3 market-rate residential units per month. Because our DCF model uses semi-annual
(6 month) discounting periods, this corresponds to 18 unit sales per period. Given that only 20
market-rate units are proposed, and some level of pre-sales would be expected, we project
that the entire market-rate inventory can be sold in the first 6-month analysis period after
completion of construction.
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All affordable units are priced well below market, and other condominium projects in the area
have reported that they have had long waitlists for affordable units as soon as their availability
was announced. These units are therefore projected to settle as they become available (i.e.
immediately at delivery).

Most condominium projects in the market report that parking spaces are typically sold at a rate
of one space per market-rate unit, especially when a significant number of units contain more
than one bedroom. We therefore project that all available parking spaces will be sold during
the first post-completion analysis period.

Selling Expenses

Marketing and sales expenses include commissions, advertising, and all other items required
in attracting buyers, including carrying costs associated with model units. Marketing overhead
and sales management is typically projected at 1.5% to 3.0% of gross sales. Other selling
expenses are typically budgeted at 4.0% to 6.0% of gross sales, and include commissions to
outside brokers, salaries and commissions for on-site sales personnel, and closing costs that
are borne by the seller.

Considering the characteristics of the subject project, including its size and projected price
points, we project residential marketing and closing costs at 6.5% of gross sales proceeds,
which includes the District of Columbia's 1.45% transfer tax (typically paid by the seller), 4.0%
brokerage commissions, and +1% in other miscellaneous closing costs (title, escrow).

Real Estate Taxes

Tax carrying costs prior to delivery are projected based on the subject's current assessment.
At completion, the individual units are expected to be assessed by the District of Columbia at
or about our concluded individual unit retail values. The owner will then be responsible for real
estate taxes on all unsold inventory. While all units are expected to be sold in the first post-
completion period, the developer will incur some level of real estate tax expenses prior to
settlement.

We therefore project real estate tax carrying costs based on the sum of the unit values,
multiplied by the 0.85% tax rate, divided by 12 (to reflect monthly taxes), and multiplied by a 3
month average holding period, resulting in a projected post-completion tax carry expense of
$30,899 [$14,540,593 x 0.0085/ 12 x 3].

Condominium Fees

Condominium fees can vary significantly from property to property, depending on the
amenities provided at the property, the amount of shared common areas, the scale of the
project, and if any utilities are included. Based on a review of other new condominium
communities in the market, especially those included in the sales comparison approach,
typical fees for 1-bedroom units range from $250 to $350/month, while 2-bedrooms average
$375 to $500/month. Based on the subject’s unit mix (6 1-bedroom units and 23 2-bedroom
units), we total monthly condominium fees at $399 [$300 x 6 1-bedroom units + $425 x 23 2-
bedroom units], or an average of per unit.
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The developer's condominium fee liabilities, as with real estate taxes, will be limited to the
period of time which a unit is held in inventory. We have applied the same average holding
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