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PREFACE

This statement and attached documents are submitted by Monument
Residential LLC, on behalf of BRE/Watergate LLC, the owner of the subject
property (collectively, the “Applicant”), to the Zoning Commissioh for the District of
Columbia for a modification to an approved Planned Unit Development (“PUD”).
The subject property is located on the southwest side of Virginia Avenue between
New Hampshire Avenue and Rock Creek Parkway, N.W., and consists of Lot 807 in
Square 8 (the “Site”). The Site is zoned SP-2 and is currently developed with the
building used as the Swissétel Washington at the Watergate. The Applicant is
seeking approval of the modification to have the option to convert the hotel to an
apartment house of approximately 155 units. In all other respects, the PUD will
not be changed and the existing development will remain as is.

As set forth below, this statement and the attached documents meet the filing
requirements for a PUD application under Chapter 24 of the Title 11 of the District

of Columbia Municipal Regulations (DCMR), Zoning.
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I
INTRODUCTION

This statement and the attached documents support the application of
BRE/Watergate, LLC, the owner of the subject property (the “Applicant”), to the
Zoning Commission for the District of Columbia (“Zoning Commission") for a
modification to an approved Planned Unit Development (“PUD”). The proposed
modification involves the Watergate complex, one of the first PUDs approved after
the adoption of the PUD regulations in 1958. The overall Watergate complex
includes three apartment buildings, two office buildings, a hotel and interior retail
spaces. The proposal is to allow the option to convert the 250 room hotel, currently
operating as the Swiss6tel Washington at the Watergate, to an apartment house of
approximately 155 units. All other uses and buildings in the complex will remain
as approved and existing.

The Site consists of Lot 807 in Square 8, and is currently zoned SP-2 under
the PUD. A copy of the building plat for Lot 807 is attached as Exhibit D. This
application seeks no change to the existing zoning, as an apartment house is a use
permitted as a matter-of-right in the SP-2 District. The requested modification is
fully consistent with the District of Columbia Comprehensive Plan (“Comprehensive
Plan”). Notice of the intent to file this application was given in accordance with the

requirements of 11 DCMR 2406.7 (see Exhibit ).



1L
PROJECT DESCRIPTION

A. Site Location and Description

1. The Site

The Site contains 37,897 square feet of land area and consists of Lot 807 in
Square 8. The Site is located in the center of the Watergate complex, which
includes the area bounded by Virginia Avenue, New Hampshire Avenue, F Street
and the Rock Creek and Potomac Parkway. Lot 8 includes both the hotel and the
office building located at 2600 Virginia Avenue. A copy of a portion of the Sanborn
Atlas plat showing the site is attached as Exhibit C.

The Generalized Land Use Map of the Comprehensive Plan designates the
general area of the Site in the mixed-use category of high density residential and
medium density commercial.

2. Land Use and Zoning of Surrounding Area

The Subject Property is situated in the Foggy Bottom neighborhood area, in
the northwest quadrant of the city. The area is characterized by a mixture of land
uses, predominantly in high rise buildings, including apartment houses, a
dormitory for the George Washington University, office buildings, two gasoline
service stations and the Kennedy Center.

The buildings which surround the subject building are all part of the
Watergate complex. To the northwest, east and southeast are the three existing
cooperative apartment buildings. To the northeast is one of the two office buildings.

To the west and south are the Rock Creek Parkway and the Potomac River.



The remainder of the subject square includes only one small parcel, occupied
by a gasoline service station at the corner of Virginia Avenue and Rock Creek
Parkway. Immediately across Virginia Avenue to the northeast is a high-rise
dormitory occupied by students of the George Washington University and another
gasoline service station at the corner of Virginia Avenue and 27th Street. To the
southwest, across F Street, is the Kennedy Center for the Performing Arts. To the
southeast across New Hampshire Avenue, is the chancery of the Kingdom of Saudi
Arabia. Behind the GW dormitory and the chancery are the ramps of the freeway
connecting the Whitehurst Freeway and [-66. Further to the southwest across the
freeway 1s Columbia Plaza, another high-rise mixed use complex of apartments and
offices. |

The area southwest of Virginia Avenue is zoned SP-2. The area on the
northeast side of Virginia Avenue is zoned R-5-E, with the area northwest of the
freeway ramps zoned FB/R-3. The Kennedy Center and the Rock Creek Parkway
are Federal property and are not zoned. A copy of a portion of the Zoning Map from
the Office of Zoning website is attached as Exhibit B.

B. Zoning History of the Site

The Subject Property was zoned R-5-D (now R-5-E) in the comprehensive
rezoning of 1958. In 1962, the Zoning Commission approved a planned unit
development for the Watergate complex and rezoned the property to SP. When the
SP Districtb was divided into SP-1 and SP-2 in 1978, this property was designated
SP-2. Consistent with the PUD regulations at the time, the Zoning Commission

authorized the Board of Zoning Adjustment to approve the details of the project



through further processing. A copy of the Zoning Commission’s approval is attached
as Exhibit F.

In 1964, by Order No. 7903, BZA approved the further processing of Stage 2
of the PUD, including the subject building and the 2600 Virginia office building. A
copy of that order is attached as Exhibit F. In subsequent cases, the BZA approved
the further processing of the entire project, including approval of office tenants and
retail uses. The Zoning Commission ultimately approved general office uses for
both office buildings.

C. The Proposed Project

The proposed modification to the existing approved PUD will allow the option
to convert an existing hotel of approximately 250 rooms to an apartment house of
approximately 155 units. The modifications to the building necessary to affect the
conversion will be mostly internal to the building, resulting in the removal of
certain hotel related uses on lower levels and the conversion of the guest rooms on
the upper levels to apartments. The existing health club will remain on the B-3
level and will partly be relocated to the B-2 level. A 3,000 square foot restaurant
will be included on the B-1 level in a location now devoted to ballroom space. The
remaining portion of the ballroom will be devoted to amenity space for the
apartment units.

Exterior changes will include the replacement of existing windows, the
construction of carports on the surface adjacent to the pool at the rear and the

construction of additional stairways for access from the top floor units to the roof



deck. All exterior changes to the building are subject to the review of the
Commission of Fine Arts.

The ninety-five parking spaces currently available to the hotel will remain
available to the apartment house, but additional parking will be provided to
increase the number of spaces for the apartments to 151. A set of plans prepared by
Hickok Warner Cole Architects, showing the changes to the building and the
location of the additional parking spaces, is attached as Exhibit A.

D. The Developer

The Applicant, Monument Residential LLC, on behalf of BRE/Watergate LLC, the
current owner of the Site, submits this application for modification of the PUD to
allow the conversion of the hotel to an apartment house. Monument Residential,
LLC, is an affiliate of Monument Realty, which is a full service real estate company
focused on the acquisition and development of commercial, residential and hotel
properties in the Washington, DC metropolitan area. Since its founding in 1998,
Monument Realty has been one of the region’s most active developers with a
portfolio of over 4.5 million square feet of Class A office and retail space, 800
residential units to include both apartment and condominium, and a 353-room
hotel. Current projects, including, Franklin Square North, Ballston Point, Potomac
Place Apartments, The Madison Hotel & Office Building, and Eleven.

I11.
IMPACTS OF THE PROJECT UNDER SECTION 2403.3

The impacts of the Project will not be unacceptable on the surrounding area

or upon the operation of city services and facilities. In fact, the Project will have a



positive impact on the immediate area. The Project will result in the elimination of
transient residential use and will provide for permanent residential use of a portion
of the PUD in an area designated by the Comprehensive Plan as appropriate for
mixed use, including high density residential.

Furthermore, the Project will have no unacceptable impact on traffic and, in
fact, will have a positive, albeit modest, impact. As indicated in the Traffic Impact
Study prepared by Wells & Associates (the “Traffic Impact Study”), the Project will
have no adverse impact on traffic conditions and will in fact generate less peak hour
traffic than the existing hotel. The Traffic Impact Study further concludes that
there will be sufficient parking available for the number of apartments proposed. A
copy of the Traffic Impact Study is attached as Exhibit G.

The Project will not have an adverse impact on the light and air, because it
will involve no increase in the size or footprint of the existing building. The
District’s existing water and sewer services are adequate to serve this facility as an
apartment house, which will create no additional load.

The project will have positive fiscal and economic benefits for the city, as
documented in the report of Basile Baumann Prost and Associates, attached as
Exhibit H. The apartment house is expected to generate more than $250,000 in tax
revenue and more than $2.5 million in expenditures during construction. Once
completed, the apartment house will generate more than $4.1 million annual in tax

revenues and have an estimated annual economic impact on the District's economy



of more than $31 million. The hotel currently yields only $3.2 million in annual tax
revenues with $5.4 million in annual consumer expenditures to the District.

IV.
NOT INCONSISTENT WITH COMPREHENSIVE PLAN
UNDER SECTION 2403.4

As discussed at length below, the Project is not inconsistent with the

Comprehensive Plan.

V.
PUBLIC BENEFITS AND PROJECT AMENITIES

The PUD guidelines require the Zoning Commission to evaluate specific
public benefits and project amenities of a proposed project. Public benefits are
defined as “superior features of a proposed planned unit development that benefit
the surrounding neighborhood or the public in general to a significantly greater
extent than would likely result from development of the site under the matter of
right provisions of this title.” 11 DCMR § 2403.6. “A project amenity is one type of
public benefit, specifically a functional or aesthetic feature of the proposed
development, that adds to the attractiveness, convenience or comfort of the project
for occupants and immediate neighbors.” 11 DCMR § 2403.7. Furthermore, in
deciding a PUD application, the Zoning Commaission is required to “judge, balance
and reconcile the relative value of the project amenities and public benefits offered,
the degree of development incentives requested, and any potential adverse effects
according to the specific circumstances of the case.” 11 DCMR § 2403.8.

Public benefits and project amenities may be exhibited in a variety of ways

and may overlap with furthering the policies and goals of the Comprehensive Plan.



In the present case, the residential development in an area of the city, which could
use additional long-term residents, provides significant benefit to the neighborhood
and the District as a whole and satisfies the requirements of Chapter 24.

Under §2403.9(f), the creation of additional housing in this area of Ward 2 is
a significant amenity to the community. The Project constitutes a new residential
development in an area designated for mixed use, including high density
residential, by the Land Use element of the Comprehensive Plan.

The location of the Site is ideal for additional housing, surrounded by three
high-rise apartment buildings. The Foggy Bottom area contains a broad mix of
uses, including office, residential and public uses. There has been limited new
residential development in the area, and additional housing will enhance the
residential component of the overall mixed use character of the area. The Project
will be a key part of the total urban living system in this portion of Ward 2, with its
proximity to the Central Employment Area and recreation.

Because the exterior configuration of the existing building will be retained,
the project will continue to conform to the overall landscaping and design scheme of
the Watergate complex. The curvilinear nature of the design remains a distinctive
feature, not often duplicated in Washington architecture.

The building will continue to include the health club and a restaurant on the
lower levels. These are uses of special value to the existing residents of the

Watergate complex.



VI.
COMPLIANCE WITH THE COMPREHENSIVE PLAN

The Project advances the purposes of the Comprehensive Plan, is consistent
with the Generalized Land Use Map, and furthers and complies with the major
themes and elements for the District and Ward 2 in the Comprehensive Plan.

A. Purposes of the Comprehensive Plan

The purposes of the Comprehensive Plan are six-fold:

(1) Define the requirements and aspirations of District
residents, and accordingly influence social, economic and
physical development; (2) Guide executive and legislative
decisions on matters affecting the District and its citizens;
(3) Promote economic growth and jobs for District
residents; (4) Guide private and public development in
order to achieve District and community goals; (5)
Maintain and enhance the natural and architectural
assets of the District; and (6) Assist in conservation,
stabilization, and improvement of each neighborhood and
community in the District.

D.C. Code §1-245(b).
The Project significantly advances these purposes by promoting the social
and economic development of District residents through the provision of additional

housing and achieving the community goal of adequate parking.

B. Generalized Land Use Map

The proposed development is consistent with the Generalized Land Use Map,
which designates the PUD Site for high density residential and medium density
commercial uses. A copy of a portion of the Generalized Land Use Map is attached

as Exhibit E.



C. Compliance with Major Themes of the Comprehensive Plan

The Project is consistent with many of the Comprehensive Plan’s major
themes as follows:

1. Stabilizing and Improving the District's Neighborhoods

The conversion of a hotel into a multi-family residential building will provide
an increased sense of community in the West End neighborhood. It will provide
additional housing opportunities in an area immediately outside of the Central
Employment Area.

2. Reaffirming and Strengthening District’s Role as an Economic Hub

The Comprehensive Plan encourages making maximum use of the District’s
location at the center of the region’s radial Metrorail and commuter rail systems.
See 10 DCMR §109.1(b). The Project takes advantage of this asset by its proximity
to the Foggy Bottom Metrorail station.

D. Compliance with Major Elements of the Comprehensive Plan

The Project furthers the objectives and policies of many of the Comprehensive
Plan’s major elements as follows:

1. Housing Element

According to the Housing element of the Comprehensive Plan, housing in the
District is viewed as a key part of a total urban living system that includes access to
transportation and shopping centers, the évailability of employment and training
for suitable employment, neighborhood schools, libraries, recreational facilities,
playgrounds, and other public amenities. 10 DCMR § 300.4. The subject property

supports the housing goals of the Comprehensive Plan and furthers the total urban
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living system of the District through its proximity to the Foggy Bottom Metrorail
station and its provision of multi-family residential units and on-site retail and
service uses,

2. Transportation Element

A basic philosophy of the District’s Transportation element is to provide for
the efficient movement of people and goods within the District and its metropolitan
area. 10 DCMR § 500.2. The policies established in support of the general
transportation objectives include supporting land use arrangements that simplify
and economize transportation services. 10 DCMR § 502.1(a). The location of the
project in close proximity to the Foggy Bottom Metrorail station furthers this goal,
as does the mixed-use nature of the development. The >project also supports the
District's goal of adequate parking through its provision of 151 parking spaces for
155 residential units, a ratio that exceeds the minimum requirement for parking in
an SP-2 District, where only thirty-nine spaces would be required for 155 units.
The parking is provided in a three-level, below-ground garage.

The Transportation element of the Comprehensive Plan also states that
reverse commute options that will provide District residents with access to the
regional job market should be provided. 10 DCMR § 502.2(j). The proximity of the
subject property to I-66 and the Theodore Roosevelt Memorial Bridge, in addition to
the Foggy Bottom Metrorail station, will provide District residents with easy access

to suburban job markets.
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3. Urban Design Element

The Urban Design element states that it is the District’s goal to “promote the
protection, enhancement and enjoyment of the natural environs and to promote a
built environment that serves as a complement to the natural environment,
provides visual orientation, enhances the District’s aesthetic qualities, emphasizes
neighborhood identities, and is functionally efficient.” 10 DCMR § 701.1.

As the project involves a use conversion of an existing hotel, the building will
maintain its consistency with the surrounding area in terms of materials, height,
scale and massing. 10 DCMR § 708.2. The project’s massing and scale is already
sensitive to the established patterns of development in the area. 10 DCMR
§710.2(e).

4, Liand Use Element

The Land Use element encourages a substantial amount of new housing
primarily in housing opportunity areas and near Metrorail Stations in order for the
District to perform its role as the region’s urban center providing the greatest
density of jobs and housing. 10 DCMR § 1100.2(b). The Site furthers this goal due
to the subject site's proximity to the Foggy Bottom Metrorail station.

E. Compliance with Ward 2 Elements of the Comprehensive Plan

The Project fulfills and furthers the specific objectives for this area, as set
forth in the Comprehensive Plan for Ward 2.

1. Ward 2 Economic Development

The Ward 2 Economic Development element seeks to enhance the image of

the ward as a place to do business and to reside. 10 DCMR § 1301.1(a). The
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proposed development creates additional residential opportunities in the ward while
increasing income and property tax revenues to the District

2. Ward 2 Housing Element

The Ward 2 Housing element encourages the provision of new housing to
meet the needs of present and future District residents at locations consistent with
the District land-use policies and objectives. 10 DCMR § 1305.1(a). The proposed
development furthers this goal through the development of high-quality housing in
a mixed-use area that is in close proximity to Metrorail.

This element further states that the District government shall improve
neighborhood-level commercial services throughout the ward while protecting
residential neighborhoods from disruptive uses. 10 DCMR § 1305.1¢(h). The
proposed development creates both additional housing that will enhance the
residential neighborhood and neighborhood-level retail and service uses that will
support the residents.

3. Ward 2 Transportation Element

Ward 2 is located at the center of the District and at the focal point of the
Metrorail system, buslines, and the city's freeway and arterial street system.
Although its location provides great benefits to the residents and employees of Ward
2, it also creates some adverse impacts on quality of life. 10 DCMR § 1309.1.
Parking within the ward is identified as a major problem due to evening visitors,
student parking, and the lack of parking provisions for many residential dwellings.

(10 DCMR § 1309.11) This element of the Comprehensive Plan encourages strict

13



adherence to the current parking requirements of the zoning regulations. 10 DCMR
§ 1311.1(d)(3). As mentioned above, the proposed development will include 151
parking spaces for 155 residential units, providing adequate parking for the
residents of the apartment building.

4. Ward 2 Residential Land Use Element

Primary objectives of the Ward 2 Residential Land Use element include the
conservation and enhancement of existing residential neighborhoods and the
creation of new residential neighborhoods. Specifically, the Foggy Bottom and West
End residential neighborhoods are to be maintained and enhanced. 10 DCMR §
1326.1 and 1327.1(a)(1). The project supports the Residential Land Use element of
the Comprehensive Plan by establishing a new residential use that will
significantly enhance the character of the neighborhood.

VIL
AREAS OF FLEXIBILITY

The Applicant requests flexibility in-the following areas:

1. To vary the location and design of all interior components,
including partitions, structural slabs, doors, hallways, columns, stairways,
and mechanical rooms, provided that the variations do not change the
exterior configuration of the building;

2. To make changes in the exterior design to conform to the plans
ultimately approved by the Commission of Fine Arts; and

3. To vary the range of units between 150 and 160 total apartment
units.

14



VIIL
CONCLUSION

For the foregoing reasons, BRE/Watergate LL.C submits that this application
to modify the approved PUD meets the standards of Chapter 24 of the Zoning
Regulations; is consistent with the purposes and intent of the Zoning Regulations
and Zoning Map; is consistent with the land use objectives of the District of
Columbia; will enhance the health, welfare, safety and convenience of the citizens of
the District of Columbia; satisfies the requirements for approval of a consolidated
PUD; provides significant public benefits and project amenities; and advances
important goals and policies of the District of Columbia. Accordingly, the Applicant

requests that the Zoning Commission approve the modification application.

Respectfully submitted,

HOLLAND & KNIGHT LLP

2099 Pennsylvania Avenue, N.W., Suite 100
Washington, D.C. 20006

(202) 955-3000

By: A/‘M"""MML“"/ :

Norman M. Glasgow,' Esq.

WAS1 #1177960 v2
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Exhibit A

Architectural Plans and Drawings

(Please refer to 11" x 17" documents
attached separately to this submission)
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DISTRICT OF COLUMBIA GOVERNMENT
OFFICE OF THE SURVEYOR

Washington, D.C., 5-5 , 2003 | harabry certify that all axisting improvemaents shown herson, ars completaly dimensioned,
and are comectly platied; that all d bulk of -,.unhluud.hm
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or in axcess of 12% atany point for other bulldings. (The of the Department
permits & maxdmum drivewsy grade of 12% across the parking and the private

restricled property.)

, D Date:

By: m (Signature of owner or his authorized agent)
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" SOVERMENT OF TEE DISTRICT OF _ DMppA - nAiife
. TG COACISIo
.o~ e i . W e TANS

July 17, 1962

-

Pila €219

Mr. Joseph Luria
Lichtenberg and Luria
1730 X St:le:’ HQW.
rmh!—nstm 6, D. CO

Sear Mr, Luvisz:

The Zoning Commissien in exacutive session on July 17th, 1962, conditionall:
approved the '‘Vatergate!* project involving the planned use of land under Article
75 of the Zoning Regulaticns, This project embraces all property (m squares 2,
3, 7, 8, 9 and 18, Reservaticn 133 and all streets therein closed by order of the
Cczissicners, D. C. as recorded {n Book 142, Page 60, Records of the Surveyor,
De C.

The plan conditionally approved by the Commission is on.file wnder Z.C.
6215 with pertinent exhibits stamped "Office of the Zoning Commigsion; D. C.,”,
initialed R.0.C. on each of the 16 plan and elevation sheets and the ome official
coaputaticn sheet of the ares, Pour typewritten sheets listing the type of
possible ceomercial uses and commercial adjuncts are also thus {dentified.

Canditiena are:

(a) A1l office usage raquested ghall be limited to those uses allowable ia
the S? District, The Board of.Zoning Adjustment may in its discreticn permit all
or part of these uses to be determined by the Zoning Administrator,

() The maximm height of 130 feest shall be limited to 257 of the building
ceeplex,

(¢) The total greoss floor area of the high zise buildings shall not exceed
the total permitted under existing R-5-D regulaticns on the area ocwmed by 1
Island Vista, Ine, on July 15eh, 1962, In computing such area, the area of open)
i balcenies and the area of cpea coloansdes oo ground level will be specifically <
1Udedo

(4) The height of'‘the secticn or building designated as No. 1 shall be
subject to & possible adjustment, ‘the extent and locaticn of which shall be discre:
tionary with the Board of Zoning Adjustment, The Board, bowever, before authore
i2ing such adjugtwent shall ascertain the vieus and cpinisns of the Naticoal
Capital Plamning Ceomission, the Commission of Fine Arts, the Cecmissicnars, D, C.
end the Director of the National Park Service, following which it (the Board)
shall msake these views and ocpinfions lnoun to the Zoning Commissien,

(e) The Board of 2ening Adjustment shall have complete latitude to determinme
within the limits designated on approved sheets the nusber and nature of commere
cisal uses and cecmercial adjuncts; provided, however, that the estizated total
gross floct area for such uses shall not be increased,. (JZ

i< D
R. 0. CLCUSER

Ndwpreaw o ="
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ZONING COMMISSION OF THE DISTRICT OF COLUMBIA

July 17, 1962

(RIEFED:

That after public notice and hearing as prescribed by law, the following
districts heretofore established by the Zoning Comnission of the District of
Coluxbia, as shown in the official Zoning Map and atlases, are hereby modified
and amended as follows:

A1l lots zoned R-5-D and C-2 in squares 2, 3, 7, 8, 9 and 18, bounded by
the Rock Creek and Potomac Parkway, 2Z7th Street, P Street, New Hampshire Avenue
and Virginia Avenue, N.W., are changed to SP (61-44).

Parts of H Street, 26th Street, 27th Street and G Street located within
the area bounded by Virginia Avenue and New Hampshire Avemne, F Street and the
Rock Creek and Potomac Parkway, N.W., which were closed by order of the
Comzissioners, D. C., as shown on plat recorged in the Office of the Surveyor,
D. C., in Book 142, Page 60, are included in the SP District (62-18),
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Btiet Boaid of Tantag Ldsustanst.”

PURX HEARING—Sept, 30, 1964
Appeal F7X3 Vatergate Realty, Inc. appellant.
The Zoning Administrator District of Columbia, appellss,

0o motioa dunly made, seconded and umanimonsly carried the followring Ord
wvas eatered on Octobér 1: 1964: .r

CHIXEXD:

That the appeal for further processing (Stage 2) under provisions of
Section 7501 of part of large-scals development plan kncwn as Watergats, within
ares bounded by Virginia Avenne, New Hampshire Avenns, F Street and Rock Creek
Potomac Pxkway, KL.¥., entire squares 3, 7, 8, 9§ and 18 and lots 813 and 8L,
square 2, be granted for the following reasons and subject to the comditions
hereinafter set farth:

(1) From the records and the evidence adinced at the hearing, the Bard
firds frox the plans submitted to and examined by the Board that the intent and
purpose as envisioned by the Zoning Commission's Order will be carried to
completion (by continued progression).

(2) ™e Board finds that Stage 1 of the development plan is under
construction in accordance with its approval ir appeal #7234,

(3) ™e Board finds that the plans as submitted are for the erection of
the office and hotel facilities as authorized Yy the Zoming Commission Order,

(4) Toe Board finds that the provisions of parsgrephs 7501.41 and 7501..2,
referred t= by paragraph 7501.77 are met by the evidence mresented and by the
plans under reviev herein,

(5) The Board finds that the filing of t:‘s apreal was within the time
authorizes by its Order in appeal #7234, _

(6) =ne Board finds that the evidence and nlans presented far Stage 2
the procesring of vhich is now before the Board, shows:

() Complete floor plans and architecinrsl elevation of the portica
of the building included in Stage 2, and designated on drawings
as Bulldings 3 and &;

- -

v

(b) Crading and drainage plan for the area to be developed in Stage 2;

(¢) The rlanning and lanscape plans 2o the land to be developed
under Stage 2; ,

(d) The finished site plan with pertizent areas and dimensions showing
thereon the portion ofthe dbuilding encompessed in Stage 2, and nots

precisely any difference in its approved location or site, the

location and details of all other strictures not classed as buildis

and the location, dstails and gradss of all driveways recuiring
card cuts;

(o) Detailed pariing plan, and the el=culatioca relation for the area
and garsge facilities and street access,

Exhibit C-4




(7) The Board ss mstisculously reviewed all details of the plan of Stage
2 miubmitted and finds that sufficlient information has bdeen afforded so that an

affirsative finding ef campliance with the Zoning Coamiszion directive of July
17, 1962 is made.

The Board further finds that other information and rlans with relatioa
to the construction af Stages 1, 3 and A are a part of this record and these
are acceptabls to the extenat approval here is necessary as & basis for further
processing.

(8) The Board f£inds from the area plat submi ted thmt therehawe been
slight revisions iz the land allocations te each of thafour stages; that this
has been occasicosd by the proposeddedication to the Disiriet of Columbia for
highway parposes ef.a portion of the land at the intersection of Virginia
and Eevw Rampshire A enues; and that therehave been xinor changes in the division
1inss between sach E the stages occasioned as the planes and constructiondetails
were developed.

This new ares plxt 4is spproved,

We note that Zfimal details of Stage 2 will redquire further Board review
and further, that &ifficulties not now envisioned may arise, Accordingly
jurisdiction bereunder for Stage 2 is hereby retained (2or either mr‘posgs’
without further poiblic notice and public hearing, to the end that interpretation,
plan correction, xinmor modification of sach plans, or elarification of the
approved plans may be reviewed, (Paragraph 7501.79).

A further caxition of this Order is that all SP o27ice uses except thos:
for professional pe—sons shall require Board of Zoning Aljustmenmt review. The
Zoning Ageinistrates is bersby aathorized, within the teems and eonditions of
the plan approve: by the Zoning Commission, to approve mxofessicoal office use
only.
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The Watergate Hotel
Residential Conversion
Transportation Impact Study

Introduction

The Watergate Hotel is located at 2650 Virginia
Avenue in the northwest section of Washington,
D.C. The hotel is one of six buildings that comprise
the Watergate Complex, which contains a total of
620 cooperative apartments and 500,000 S.F. of
office and other commercial uses.

The Watergate Complex is generally bounded by
Virginia Avenue, New Hampshire Avenue, and the
Rock Creek and Potomac Parkway, as shown on
Figure |.

The Foggy Bottom — GWU Metro Station, which
serves the Orange and Blue Lines, is located
approximately four blocks, or 1,750 feet, northeast
of The Watergate Hotel.

The present hotel was originally built in 1969 as a
luxury apartment building. Monument Realty
proposes to convert the building back to a
residential building.

This report evaluates the existing transportation
characteristics of the hotel, projects the future

The Watergate Hotel, as seen from Rock Creek and Potomac transportation characteristics of the proposed
ratay residential building, and the adequacy of the existing
public street network to accommodate the
proposed residential conversion.

The conclusions of this study are that:

I. The proposed residential building would
generate 67 (or 59 percent) fewer vehicle-
trips during the AM peak hour, and three (or
four percent) fewer vehicle-trips during the
PM peak hour than the existing hotel.

2. The proposed residential use would be served
by the same accesslegressicirculation systems
as the existing hotel. Full movement access
to Virginia Avenue will be provided via the
existing service road.

3. The residential building will be served by I51
parking spaces (or 0.97 spaces per unit),
which exceeds the D.C. Zoning Ordinance of
one space for every four units.

4. The public street network will adequately
accommodate the proposed residential use.

3
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The Watergate Hotel Porte Cochere

Valet Parking Entrance/Exit

The Watergate Hotel
Residential Conversion
Transportation Impact Study

5. The proposed parking supply will adequately
accommodate projected parking demands.

Watergate Hotel Transportation
Characteristics

Overview. This section presents the trip
generation, vehicular traffic access/egress/circulation,
parking, and loading/service characteristics of the
existing Watergate Hotel.

Program. The Watergate Hotel consists of the
following uses:

Hotel Rooms: 250 Rooms
Meeting Space: 12,906 S.F.
Food and Beverage: 7,581 S.F.

Health Club: 12,421 SF.
Parking: 75 Spaces

Trip Generation. The Watergate Hotel is
estimated to generate | [4 AM peak hour trips, and
80 PM Peak hour trips, as shown in the appendix
to this report. These estimates are based on
Institution of Transportation Engineers (ITE) trip
generation rates for hotels and restaurants and
transit surveys conducted by the Washington
Metropolitan Area Transit Authority (WMATA) at
Metro stations throughout metropolitan
Washington. It is estimated that approximately 10
to 15 percent of all hotel trips, and none of the
restaurant trips, would be made by transit.

Vehicular Access, Egress, and Circulation. A
porte cochere is located on the east side of the
hotel; the valet parking garage driveway is located on
the west side of the hotel.

Vehicular access to the the parking garage and porte
cochere driveways is provided by a service road on
the south side of Virginia Avenue, as shown on
Figure 2. This service road operates one-way
eastbound towards Juarez Circle (where Virginia
Avenue, New Hampshire Avenue, and 25" Street
meet).

WELLS & ASSOCIATES, LLF
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The Watergate Hotel
Residential Conversion
Transportation Impact Study

Motorists can access the service road at the Virginia
Avenue, 37" Street Street/Service Road intersection,
and exit the service road at Juarez Circle. Thus, full-
movement access and egress is provided to and from
the west and east ends of the service road,
respectively. Vehicles also can exit the porte
cochere driveway directly onto eastbound Virginia
Avenue,

Parking. Eighty four (84) parking spaces are
required based on the D.C. Zoning Ordinance, as
shown in the appendix to this report.

The Watergate Hotel is served by a total of 92
parking spaces: 75 valet parking spaces that are
Parking Garage Driveway on Virginia Avenue located on parking level Bl plus |7 surface parking
spaces on the west side of the hotel. Thus, the
existing parking supply meets the D.C. Zoning
Ordinance requirements.

Proposed Residential Conversion

Overview. This section presents the trip
generation, vehicular traffic access/egress/circulation,
parking, and loading/service characteristics of the
proposed residential building.

Program. The proposed residential building would
consist of 155 apartments. The existing 90-seat
restaurant would remain.

Trip Generation. The proposed residential units
and restaurant are estimated to generate 47 AM
peak hour trips, and 77 PM peak hour trips.
These estimates are based on Institution of
Transportation Engineers (ITE) trip generation rates
and WMATA surveys. It is estimated that
approximately 39 percent of all residential trips, and
none of the restaurant trips, would be made by
transit.

Virginia Avenue in Front of The Watergate Hotel

The residential uses would, therefore, generate 67
(or 59 percent) fewer AM peak hour trips, and
three (or four percent) fewer PM peak hour trips,
than the existing hotel uses.

5
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The Watergate Hotel
Residential Conversion
Transportation Impact Study

Vehicular Access, Egress, and Circulation.
The existing vehicular access, egress, and circulation
system that serves the existing hotel also would
serve the proposed residential uses.

Parking. The D.C. Zoning Ordinance requires one
parking space for every four residential units, or 39
spaces for |55 units. The proposed residential
building would be served by 151 parking spaces on
the surface and in three below-grade parking garage
levels. Thus, the proposed parking supply meets the
D.C. Zoning Ordinance requirements.

Conclusions

Entrance to Juarez Circle

The conclusions of this study are that:

I. The proposed residential building would
generate 67 (or 59 percent) fewer vehicle-
trips during the AM peak hour, and three (or
four percent) fewer vehicle-trips during the
PM peak hour than the existing hotel.

2. The proposed residential use would be served
by the same accesslegressicirculation systems
as the existing hotel. Full movement access
to Virginia Avenue will be provided via the
existing service road.

3. The residential building will be served by I51
parking spaces (or 0.97 spaces per unit),
which exceeds the D.C. Zoning Ordinance of
one space for every four units.

4. The public street network will adequately
accommeodate the proposed residential use.

5. The proposed parking supply will adequately
accommeodate projected parking demands.
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Table Al
The Watergate Hotel
Trip Generation Analysis

The Watergate Hotel
Residential Conversion
Transportation Impact Study

Trip Type/ P oul PM Peak Hour Average
Land Use Amount  Units In Cut Total tn Out Total Daily
Traffic
atergate H Xisting Program
Hotel (code 310) 250 Rooms 78 50 128 34 31 65 1,868
Transit Mode Share (2) 13% 10 6 16 4 4 8 236
Net New Trips 68 43 NN 30 27 57 1,633
Restaurant (code 834) 90 Seats 2 | 3 16 7 23 257
Transit Mode Share (2) 0% - - - - - - -
Net New Trips 2 | 3 16 7 23 257
Total Trip Generation (Existing Program) 70 44 114 46 34 80 1,890
t te Hotel (Proposed Prograi
Residential Condominium 155 D.U. 12 60 72 59 29 88 945
Transit Mode Share (2) 39% 5 24 28 __ 23 __ 1L __35 __ 37
Net New Trips 7 37 44 36 18 54 574
Restaurant {code 834) 90 Seats 2 | 3 16 7 13 257
Transit Mode Share (2) 0% - - . - - . -
Net New Trips 2 I 3 6 7 23 257
Total Trip Generation {(Proposed Program) 9 37 47 52 25 77 832
Comparison
Difference (Approved vs.
Proposed) (61) {7 (67) 6 9 (3) (1,058)
Percentage -87%  -15%  -59% 13%  -27% 4% -56%

Notes: (1) Trip Generation, Sixth Edition, the Institute of Transportation Engineers.
(2) Development-Related Ridership Survey ll, by JHK & Associates, December 1989 and assumed a distance of 1,750 feet.
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The Watergate Hotel
Residential Conversion
Transportation Impact Study

Table A2
Watergate Hotel

Parking Demand Summary (1)

Parking

Required
Use Amount  Units Parking Rate  (spaces)
Guest Rooms 250 Rooms 1/4 63
Ballroom 6,364 SF 17300 21
Restaurant (Jeffrey's) 90 seats NA
Total 84
Parking Supply (garage) 75
Parking Supply (surface) 17
Total 92
Surplus/deficit 8
Condominium 155 DU 1/4 39
Restaurant (Jeffrey’s) 90 seats NA
Total 39
Parking Supply (garage) 134
Parking Supply (surface) 17
Total 151
Surplus/deficit 112

Notes: (1) Parking based on District of Columbia Municipal Regulations, 2002.
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Table A3
Proposed Parking Supply
The Watergate Hotel/Residential Conversion

The Watergate Hotel
Residential Conversion

Transportation Impact Study

Level Area Parking Spaces
Fee Simple Leased Total

Surface Porte Cochere 8 - 8
Surface Valet Garage Entrance 9 - 9
Subtotal 17 - 17
B-1 Crescent Bar Off the Ramp 7 - 7
B-1 Hotel Parking (under new layout)

Self-Park Spaces - 68 68

Tandem Spaces - 17 17
Subtotal 7 85 92
B-2 Employee Back office 16 - 16
B-2 Jean Louis Lounge / Back Office -

Self-Park Spaces - 13 13

Tandem Spaces - 2 2
Subtotal 1 I5 3l

Fitness Laundry / Fitness Weight

B-3 Area H - I
Total 51 100 151

—4¢
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Economic and Fiscal Impact Analysis Nature of the Assignment

1 Introduction

Purpose

The subject of the economic and fiscal impact analysis is the Watergate Hotel which consists of a
13-story structure containing 250 guest rooms and three sub-levels containing 12,900 square feet of
meeting space, a casual full-service restaurant, a 12,421 square foot full-service health club, support
retail space, and a 75-space valet parking garage.

Originally built in 1969 as a luxury apartment building, the Hotel is part of the six-building
Watergate complex, which includes three luxury cooperative residents containing 620 units, 500,000
square feet of office space, and several boutique retailers. The Watergate Hotel is located in the West
End’s Foggy Bottom neighborhood and is adjacent to the Kennedy Center for the Performing Arts
on the banks of the Potomac River. The Hotel is located a short walk to Geotgetown, the CBD, the
National Mall and many of Washington’s cultural destinations.

Objective/Organization of the Economic and Fiscal Impact Analysis

The objective of the economic and fiscal impact analysis is to compare the existing tax revenue that
is generated by the Watergate Hotel to the potential tax revenue that would be generated if the hotel
were converted to a luxury condominium project. This impact analysis will also quantify the benefits
of any auxiliary uses as part of the development, including a restaurant, health club, and parking.

This report provides an economic and fiscal impact evaluation of the existing Watergate Hotel that
quantifies the benefits of the hotel in terms of direct economic impacts (jobs at hotel, restaurant,
health club and parking facility, payroll, and consumer expenditures) and related direct fiscal impacts
(income tax from employees, hotel sales tax, personal property tax, restaurant sales tax, real property
tax, corporate franchise tax, and parking tax) of the existing Watergate Hotel to the District. Using
the Bureau of Economic Analysis’ RIMS II model, the estimated indirect and induced economic and
fiscal benefits to the District for the existing Watergate Hotel are also quantified. Any related spin-
off sales tax impacts are also quantified.

The analysis also provides an economic and fiscal impact evaluation of the renovation and
subsequent operation resulting from the conversion of Watergate Hotel to a luxury condominium
project. This evaluation quantifies the benefits of the condominium project in terms of direct
economic impacts (number of residents, number of jobs of ancillary components as part of
condominium project, payroll, consumer expenditures) and related direct fiscal impacts (income tax
of residents and employees living within the District, real property tax, personal property tax,
restaurant sales tax, and corporate franchise tax) resulting of the conversion of the existing
Watergate Hotel to a condominium project. Using the Bureau of Economic Analysis’ RIMS II
model, the estimated indirect and induced economic and fiscal benefits to the District for the
condominium project are also quantified. Any related spin-off sales tax impacts are also quantified.

Basile Baumann Prost & Associates, Inc. 4




Economic and Fiscal Impact Analysis Nature of the Assignment

Based on the economic and fiscal impact analyses of the Watergate Hotel and proposed
condominium project, the “net new” economic and fiscal impacts versus transfer impacts to the
District as a result of converting the hotel into a condominium project are evaluated. “Net new”
impacts are tax revenues that the District would gain as a result of increased business activity that
did not exist before within the District and would increase the District’s tax base. On the other
hand, transfer impacts represent a transfer of tax revenue from an existing business within the
District to another area within the District and would not increase the tax base.

The report provides commentary and a quantitative evaluation of other economic benefits to the
District as a result of this project including public benefits, as well as, financial benefits. This
includes District housing goals, multiplier and housing impact to District from additional jobs;
attraction of new residents to the District; spin-off retail sales; and the perceived economic, market,
and development impacts.

The report concludes with a comparative analysis of the economic and fiscal impacts of the existing
Watergate Hotel to the new economic and fiscal impacts that would result if the hotel was converted
to a luxury condominium project. The key issue is a focused comparison of the existing tax revenue
generated to the District government from the Watergate Hotel to the potential tax revenue that
would be generated if the hotel were converted to a condominium project.

Basile Baumann Prost & Associates, Inc. 5




Economic and Fiscal Impact Analysis Economic and Fiscal Impact Analysis of Watergate Hotel

L. - ]
2 Economic and Fiscal Impact Analysis of Watergate Hotel

The economic and fiscal impact analysis of the Watergate Hotel includes a review of economic and
fiscal benefits related to the annual operation of this. The operational phase economic and fiscal
benefits are impacts that the District will receive on an annual basis and are based upon the pro
forma income and expense statement. For the purpose of this assignment, we utilized an average of
the Watergate Hotel’s pro forma income and expense statements from 2000 to 2002, and adjusted to
2003 dollars. These impacts include job opportunities for area residents, consumer purchases,
material sales, and tax revenues such as real and personal property, sales, and income (including
direct corporate, unincorporated business, and indirect personal income taxes paid by District
residents employed at the project).

This summary (with complete tables in the appendix) presents our findings in both quantifiable and
qualitative terms. An explanation of methodology utilized in this analysis, including a discussion of
key assumptions, is provided in the Methodology section of this report.

Summary of Findings for the District of Columbia

The Watergate Hotel provides defined economic and fiscal benefits to the District of Columbia. The
economic impacts include the direct and induced economic impact in terms of total economic value
(business sales), labor income, and direct new jobs created during the annual operation and
maintenance of the hotel. The fiscal impacts include income tax revenues from the jobs, direct sales
tax revenue realized from purchases within the project, and indirect sales tax revenue realized from
the purchases by the workers within the region. The indirect sales tax revenue represents indirect
(spin off) sales as a result of direct material purchases made within region. For the purpose of this
analysis all figures are in 2003 dollars.

The Watergate Hotel has a total of 350 jobs (228 direct jobs and 122 indirect jobs). The hotel’s
employment generates an aggregate annual payroll of over $10.8 million ($6.7 million direct and $4.1
million indirect). The wages and salaries of employees annually generate $5.3 million in consumer
expenditures within the District. These annual market activities channel additional economic
benefits into the District as employees make purchases and create and support other jobs.

The related fiscal impact is approximately $3.2 million in tax revenue to the District of Columbia. In
all, the District of Columbia receives $2.3 million in sales tax (of which $1.6 million is hotel room
tax), $234,000 in income tax, $622,000 in real property tax, $85,000 in personal property tax, and
$42,000 in franchise tax each year.

The following table summarizes the total annual economic and fiscal impact for the Watergate

Hotel, in terms of jobs, payroll, consumer expenditures, and related tax revenue (income, franchise,
real property, direct and indirect sales, and personal property) to the District of Columbia.

Basile Baumann Prost & Associates, Inc. 6




Economic and Fiscal Impact Analysis Economic and Fiscal Impact Analysis of Watergate Hotel

Watergate Hotel
Summary of Estimated Economic and Fiscal Impacts to District of Columbia

Annual Operations (2003 Dollars)

Economic Impacts (1/)

Direct Indirect Total
Jobs (FTE) 228 122 350
Payroll $6,650,628 $4,155,195 $10,805,823
Consumer Expenditures $5,370,382 $5,370,382
Fiscal Impacts to District
Income Tax $234,021
Franchise Tax $41,603
Real Property Tax $622,618
Sales Tax $2,264,645
hotel room $1,602,781
other $661,863
Personal Property Tax $85,820
Total $3,248,706
Source Notes
1/ Total estimated jobs and payroll do not differentiate as to where employees live or where they
make consumer expenditures
Source: Basile Baumann Prost & Associates

Tables A-1 through A-19 in the appendix provide detailed analysis tables used to estimate the fiscal
and economic impacts for the Watergate Hotel.

Basile Baumann Prost & Associates, Inc. 7




Economic and Fiscal Impact Analysis Economic and Fiscal Impact Analysis of Condominium Project

3 Economic and Fiscal Impact Analysis of Condominium Project

This portion of this study contains an evaluation of economic and fiscal impacts resulting from the
renovation of the Watergate Hotel to a luxury condominium project. This evaluation quantifies the
benefits of the condominium project in terms of direct economic impacts (number of residents,
number of jobs of ancillary components as part of condominium project, payroll, consumer
expenditures) and related direct fiscal impacts (income tax of residents and employees living within
the District of Columbia, real property tax, personal property tax, restaurant sales tax, and corporate
franchise tax) resulting of the conversion of the existing Watergate Hotel to a condominium project.

This summary of our findings (with complete tables in the appendix) presents our findings in both
quantifiable and qualitative terms, based on the economic changes brought to the District of
Columbia by the Watergate condominium project. An explanation of methodology utilized in this
analysis, including a discussion of key assumptions, is provided in the Methodology section of this
repott.

Summary of Findings for the District of Columbia
Renovation Phase Fiscal/ Economic Impacts

During the renovation phase of the proposed Watergate condominium project, a variety of new
opportunities will be created. The renovation will create 100 new jobs (56 direct and 52 indirect)
which will have an aggregate payroll of $6 million ($3.2 million direct and $2.8 million indirect).
Consumer expenditures will total roughly $2.6 million and $4.2 million in material purchases will be
made in the local region.

The related fiscal impact of renovation will be roughly $460,000 in tax revenue to the District of
Columbia. In all, the Disttict of Columbia will receive roughly $248,000 in real property tax,
$119,000 in income tax, $50,000 in permits and fees, and $42,000 in sales tax.

The following table summarizes the economic and fiscal benefits of the renovation of the Watergate
Hotel to a condominjum project for the District of Columbia in 2003 dollars.

Basile Baumann Prost & Associates, Inc. 8




Economic and Fiscal Impact Analysis Economic and Fiscal Impact Analysis of Condominium Project

Watergate Condominium Project
Summary of Estimated Economic and Fiscal Impacts to District of Columbia
Renovation Period (2003 Dollars)

Economic Impacts (2/)

Direct Indirect Total
Jobs (FTE) 56 52 108
Payroll $3,206,459 $2,746,973 $5,953,432
Material Purchases (regional) $4,203,370 $4,203,370
Consumer Expenditure $2,589,216 $2,589,216
Income Tax (1/) $118,814
Real Property Tax $248,201
Sales Tax $42,033
Permits and Fees $50,000
TOTAL $459,049
Source Notes
1/ Assumes 35% pay income taxes in District of Columbia
2/ Total estimated jobs and payroll do not differentiate as to where employees live or as to
where employees make consumer expenditures
Sources: Basile Baumann Prost & Associates

Tables B-1 through B-20 in the appendix provides detailed analysis tables used to estimate the fiscal
and economic impacts during the project’s renovation phase.

Operating Period Fiscall Economic Impacts

Once the renovation is complete, impacts related to the Watergate condominium project’s
operations will continue on an annual basis.

The Watergate condominium project, with an assumed market value of roughly $100 million, will
create a total of 453 new jobs (41 direct jobs and 412 indirect jobs). 402 of these 412 indirect jobs
are a result of residential expenditures in the district. The project’s employment opportunities will
generate an aggregate annual payroll of over $11.5 million (§1.3 million direct and $10.2 million
indirect). In addition, residential earnings will total nearly $38 million. The wages and salaries of
project employees and residents will annually generate $31.7 million in consumer expenditures.
These annual market activities will channel additional economic benefits into the District of
Columbia as employees make purchases and create and support other jobs.

The related fiscal impact will be roughly $4.1 million in tax revenue to the District of Columbia. In
all, the District of Columbia will receive roughly $2 million in income tax, $1 million in sales tax, $1
million in real property tax, $6,000 in personal property tax, and $8,000 in franchise tax each year.

Basile Baumann Prost & Associates, Inc. 9




Economic and Fiscal Impact Analysis Economic and Fiscal Impact Analysis of Condominium Project

The following table summarizes the economic and fiscal benefits of the Watergate condominium
project to the District of Columbia in 2003 dollars.

Watergate Condominium Project
Summary of Estimated Economic and Fiscal Impacts to District of Columbia

Annual Operations (2003 Dollars)

Economic Impacts (1/)

Direct Indirect Total
Jobs (FTE) 41 412 (2/) 453
Payroll $1,333,921 $10,246,110 $11,580,031
Residents Eamings $37,935,555 $37,935,555
Consumer Expenditure $31,710,102 $31,710,102

Fiscal Impacts to District

Income Tax $2,036,050
Franchise Tax $7,948
Real Property Tax $1,010,777
Sales Tax $1,061,572
Personal Property Tax $6,464
Total $4,122,812
Source Notes

1/ Total estimated jobs and payroll do not differentiate as to where employees live
2/ Includes jobs created from residential expenditures

Sources: Basile Baumann Prost & Associates

Tables B-1 through B-20 in the appendix provides detailed analysis tables used to estimate the fiscal
and economic impacts during the project’s operation phase.

Specialized Study of Purchasers

Since income tax is the most important tax source to the District of Columbia, an important aspect
of the economic and fiscal impact analysis is a determination of the proportion of residents of the
condominium project that pay District of Columbia income tax. In order to determine the
proportion of condominium residents who pay District of Columbia income taxes, a specialized
analysis has been conducted to determine the nature of the luxury condominium tenancy.

A brief analysis of tenancy for luxury condominiums demonstrates that typical purchasers include
lawyers, lobbyists, foreign dignitaries, and “empty nesters.” A standard rule of thumb used for
estimating the ratio of household income to a given residential unit value is to assume home values
are approximately 2.5 times annual household income. Assuming the average Watergate unit price
equals $646,000, it is implied that the average annual household income is $258,400.

Basile Baumann Prost & Associates, Inc. 10
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The District of Columbia has a high portion of households that can afford a luxury condominium.
Household income data from 1999 illustrates that 11,639 households in the District earned more
than $200,000 per year. The Watergate project would thus represent less than a one percent capture
rate of current District of Columbia households with income over $200,000 per year.

D.C. Household Incomes in 1999 Greater Than $100,000

Households a
$100,000 to $149,999 )

$150,000t0 $199,999
$200,000 or more
32

Total 40 _164_%__‘

A number of high end or luxury condo occupants often have other homes and established legal
residency in other jurisdictions, which necessitates an evaluation of the proportion of condo
residents that are District of Columbia residents and pay District of Columbia income taxes.

In order to estimate the percentage of Watergate units that are occupied by District of Columbia
residents, BBP Associates examined comparables (e.g. new Ritz-Carlton), contacted a number of real
estate agents that specialize in high value District of Columbia units, and analyzed the District of
Columbia’s tax assessment records based on homestead exemptions for high-end units to obtain
owner occupied residential information.

Based on our analysis, BBP Associates estimates that 55% to 77% (mid-point 66.7%) of high-end
condos are occupied by owners who reside in the District of Columbia. We conservatively estimate
two-thirds, or 66%, of Watergate’s units would be occupied by households paying District of
Columbia taxes. Assuming 66% as the percentage of residents who pay District of Columbia income
taxes tends to understate the actual percentage paying District of Columbia income taxes because a
portion of the units not owner occupied are rented to District of Columbia residents that do pay
taxes. BBP Associates has therefore conservatively estimated that households who will pay District
income taxes occupy approximately two-thirds of the units.

Basile Baumann Prost & Associates, Inc. 11
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4 Comparative Analysis and “Net New” Versus Transfer Demand

Basic Comparative Analysis

A basic comparison of the economic and fiscal impact analysis during the annual operations of the
existing Watergate Hotel and the proposed condominium project provides the following results:

e Total jobs (direct and indirect) created by renovating the Watergate Hotel into a
condominium project will result in 103 jobs, or a 30 percent increase over the existing
number of jobs in the hotel. Most of the new jobs created by the condominium project
are a product of the new residents’ expenditures within the District of Columbia.

¢ There will be an estimated $26 million increase in the consumer expenditures as a result
of converting the Watergate Hotel into a condominium project. This represents more
than a 490 percent increase in consumer expenditures.

e The total fiscal impact in terms of tax revenue to the District of Columbia increases by
more $900,000, or 27 percent, as a result of converting the Watergate Hotel into a
condominium project. It is estimated that income tax revenue increases by more than
770 percent (resulting from new District of Columbia residents as opposed to hotel
guests), and real property tax increases by more than 62 percent (tesulting from higher
value of property). Sales tax revenue is estimated to decrease by more than $1.2 million
(due primarily to the loss of hotel room revenue).

Net New Vs. Transfer Demand

The increase in retail expenditures, jobs, payrolls and tax benefits to the District of Columbia is
noted above and is understated in that the "Net New" revenue is likely greater than the incremental
difference between the existing situation with the Watergate Hotel and the situation after the
conversion of the hotel to condominium use.

A significant portion of the existing hotel demand and the concomitant jobs, payrolls and District of
Columbia tax benefits will likely be transferred to other hotel facilities in the District of Columbia.
BBP Associates assumes that a vast proportion of the existing impacts (with the exception of real
and personal property taxes) will continue to be experienced in the District of Columbia and
captured by existing and planned lodging accommodations. The restaurant and health club impacts
substantially represent a demand going from one health club and restaurant to another and no net
new demand.

The luxury condominium however represents an expansion of supply in the District of Columbia at
a particulatly unique location which will predominately represent “net new” demand for luxury
housing units. Thus, the incremental property values above the existing hotel substantially represent
“net new” revenue for the District of Columbia. Similarly, the incremental household income,
income tax, retail expenditures and economic multiplier impacts of the new residents of the luxury
condominium units generally represents “net new” economic benefits to the District of Columbia.
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While the incremental direct fiscal impacts to the District of Columbia is approximately $900,000
annually, from $3.2 million to $4.1 million, the “net new” benefit is more on the order of magnitude
of a $2.8 million, as approximately $1.9 million of existing hotel room tax, income tax and franchise
tax revenue would be transferred to other facilities in the District of Columbia. It is estimated that,
taking into consideration incremental and transfer demand, actual annual direct District of Columbia
taxes would rise from approximately $3.2 million to $6 million (constant 2003 dollars), an increase of
$2.8 million or approximately 88 percent.

The following table compares the estimated economic and fiscal impacts to the District of Columbia
resulting from a conversion of the existing Watergate Hotel to a luxury condominium project. This
table shows the incremental difference between the two uses, as well as, shows which impacts
represent transfer demand (to other facilities within the District of Columbia) and which result in
total “net new” demand, or new revenue to the District of Columbia that would be realized if the
project was constructed.

Comparison of the Estimated Economic and Fiscal Impacts to District of Columbia

Annual Operations (2003 Dollars)

“Net New”

Watergate Increment Transfer
Watergate Hotel | Condominium Difference Demand Demand
No. Percent
Jobs (FTE) 350 453 103 +30% 200 303
Payroll $10,805,823 $11,580,031 $702,208 +1% $9,389,540 | $10,091,748
Residents Eamings $37,935,5565 | $37,935,555 N/A - $37,935,555
Consumer Expenditures $5,370,382 $31,710,102 | $26,339,720 | +490% $4,656,709 | $30,996,426
Fiscal Impacts (Direct)
Income Tax $234,021 $2,036,050 | $1,802,029 +770% $234,021 $2,036,050
Franchise Tax $41,603 $7,948 ($33,655) -80% $41,603 $7,948
Real Property Tax $622,618 $1,010,777 $388,159 +62% - $388,159
Sales Tax $2,264,645 $1,061,572 | ($1,203,073) -53% . $399,709
Hotel room $1,602,781 ($1,602,781) $1,602,781 -
Other $661,863 $1,061,572 $399,709 +60% - $399,709
Personal Property Tax $85,820 $6,464 ($79,356) -92% ($79,356)
| Total $3,248,706 $4,122,812 $873,306 +27% $1,878,405 | $2,752,510
Basile Baumann Prost & Associates, Inc. 13
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5 Qualitative Commentary

The Watergate condominium conversion will provide significant benefits to the Disttict of
Columbia beyond those quantified in the previous sections. In particular, the projects will help the
District of Columbia meet its goals of creating a “living downtown” with 24-hour a day, seven day a
week activity. The major investment will create significant jobs and economic spin off benefits and
require no subsidy from the District of Columbia government. The attraction of new, upper income
residents will generate significant disposable income for support District of Columbia retail,
entertainment and cultural activities.

The investment will further reinforce and strengthen the Watergate area in support of further
reinvestment into the Kennedy Center. These goals and objectives will be met without adversely
impacting other properties. The hotel demand formally served on site will be transferred to other
hotels. This transferred demand will help to ameliorate the vast fluctuation in demand which may
take place with the recent opening of the Convention Center and the anticipated construction of a
large number of convention oriented hotels. The demand formally captured by the Watergate Hotel
will serve to help fill hotel rooms when major conventions are not taking place.

The development of high-quality condominiums with no required public sector assistance will help
serve as a precedent for developing high-quality residential uses which can contribute significantly to
the economic well-being of the District of Columbia, the quality of life of District of Columbia
residents, and the enhancement of the urban fabric.

The construction of the project will generate new jobs and payroll for District of Columbia
residents. The operational period of the project will create a sustainable development with long-term
jobs, payroll, retail expenditure and tax benefits to District of Columbia. The significant infusion of
new residents and their income will in turn create new jobs and economic spin off far greater than
those now generated by the relatively low income jobs at the existing hotel. At the same time the
jobs and lodging activities which now occur at the Watergate will likely still be retained by the
District of Columbia, captured an existing hotel facilities which would have their occupancy and
economic viability further enhanced.

In summary, conversion of the existing Watergate Hotel to high-quality condominium use will meet
the District of Columbia’s economic development and housing objectives. The project will
contribute substantively to the tax revenues of the District of Columbia both during the
construction and long-term and sustainable operational period of this development.
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Methodology

Economic and Fiscal Impact Analysis

The following “bullet points” present key elements of our methodology for developing job, payroll,
expenditure and tax revenue estimates for the economic and fiscal impact analyses.

® We utilized information provided to us by Monument Residential for each of the project’s
use, including hotel, condominium, retail, and parking. This includes:

1/ The Watergate Hotel property information (Eastdil)
2/ The Watergate Hotel income statement ending December 2002 (The Watergate Hotel)

3/ The Watergate Hotel parking department income statement ending December 2002
(Swissotel Washington)

4/ Watergate condominium project development budget (Monument Residential)

5/ Watergate condominium project full occupancy operating budget (Monument
Residential)

6/ Watergate condominium project parking count (Monument Residential)

7/ Application for Tax Increment Financing (Valhal Corporation)

Employment estimates (by use) were made by applying industry standards to the baseline
information where applicable.

¢ Employee totals and wages per job classification for each use (hotel, apartment, restaurant,
and parking) were provided by Monument Residential. FTE indicates “full-time equivalent”,
working 2,080 hours annually. Specifically, Swissotel Washington provided employee totals
and wages for the hotel, parking garage (wages only), restaurant. Monument Residential
provided employee totals and wages for condominium staffing. BBP Associates estimated
retail and health club employee totals and wages.

e Residential totals for condominium project provided by Monument Residential.

e In calculating expenditure impacts, disposable income was 85 percent of personal income
for 2002 (Bureau of Economic Analysis) and consumption expenditures was 95 percent of
disposable income for 2002 (Bureau of Economic Analysis).

e The Bureau of Economic Analysis’ RIMS II model was the source for the final demand

output and income multipliers by industry sector for the Capitol Metro area and were
utilized to estimate indirect employment and income effects. The multipliers are based on
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the 1992 benchmark input-output accounts for the U.S. economy and 1997 regional data.
RIMS II multipliers enable effective planning for public and private sector projects and
programs at state and local levels. These regional input-output multipliers, which account for
interindustry relationships within regions, are useful tools for conducting regional economic
impact analysis.

The Washington, DC-MD-VA Region 2 data used for this analysis include the following
areas:  District of Columbia; Anne Arundel County, MD; Frederick County, MD;
Montgomery County, MD; Prince George’s County, MD; Arlington County, VA; Loudoun
County, VA; Alexandria, VA; Fairfax, Fairfax City + Falls Church, VA; and Prince William,
Manassas + Manassas Park, VA.

o Current personal property, sales, income, franchise, and real property tax rates were obtained
from the District’s Office of Tax and Revenue website, the Washington DC Marketing
Center website, and the Washington, DC Chamber of Commerce website.

¢ In calculating individual income tax revenues, we assumed that 35 percent of construction
workers resided in the District; and 55 percent of parking employees, 60 percent of retail
employees, 55 percent of hotel employees, 55 percent of condominium employees, and 67
percent of condominium residents were District residents. This is based on an analysis of
other projects within the District of Columbia, discussions with brokers and developers
familiar with similar projects, and our analysis of the tenancy of likely occupants of a luxury
condominium project within the District of Columbia. We assumed one standard deduction
of $2,000 and one personal exemption of $1,370.

e Total current property taxes collected from subject site provided to us by Monument
Residential. Rates for property tax are for fiscal year 2003, information obtained from
District Office of Finance and Revenue.

® Personal property values estimated by BBP Associates. We estimated 75 percent of these
values provided would be assessable. This adjusted value was then taxed at the City’s rate of
$3.40 per $100 of assessed value.

e Spin off sales taxes estimates for work related impacts during renovation period estimated at
$500 annually per employee X sales tax rate at 5.75 percent. Spin off sales tax impacts for
construction workers residing in District calculated by assuming 35 percent of all workers
reside in District and that 50 percent of their retail expenditures are in District.

e Spin off sales estimates during operation for condominium residents calculated by assuming
50 percent of their retail expenditures made in the District. Spin off sales tax impacts for
employees working in project estimated at $500 per employee annually. Spin off for
employees who reside in the District estimated by determining the number of employees
who reside in the District (55 percent of parking employees, 60 percent of retail employees,
55 petcent of hotel employees, 55 percent of condominium employees) and assuming 50
percent of their retail expenditures are in the District.
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e Hotel spin off sales tax estimates assumes 20 percent off site daily spending for
retail/entertainment and 30 percent off site daily spending for restaurant. Assumes 55
percent of off site spending occurs in the District.
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Certificate of Notice

I HEREBY CERTIFY that a copy of the Notice of Intent to file an Application
for an amendment to an approved planned unit development for certain property
located at 2650 Virginia Avenue, N.W., part of the overall Watergate complex
known as the Swissotel Washington at the Watergate was mailed to Advisory
Neighborhood Commission 2A and to the owners of all property within 200 feet of
the perimeter of the project site on April 24, 2003, at least ten (10) calendar days
prior to the filing of the application for a Planned Unit Development as required by
the Zoning Regulations of the District of Columbia, 11 DCMR §2406.7.

Copies of the Notice and the mailing list are attached hereto.

M € Mo

Steven E. Sher
Director of Zoning and Land Use Services

APR 2 4 2003

Date

WAS1 #1178842 v1



April 24, 2003

NOTICE OF INTENT TO FILE A ZONING APPLICATION

Application to the
District of Columbia Zoning Commission
for a Modification
to an Approved Planned Unit Development

Monument Residential LLC, on behalf of BRE/Watergate L.L.C. (collectively, the
“Applicant”) hereby gives notice of its intent to file an application for approval of a
modification to a Planned Unit Development (“PUD”) in accordance with the District of
Columbia Zoning Regulations, 11 DCMR (February, 2003). The application will be filed
with the Zoning Commission not less than ten (10) days from the date of this notice.
This notice is given pursuant to Section 2406.7 of the Zoning Regulations.

The property that is the subject of this application consists of Lot 807 in Square 8
(the “Property”). The Property is located at 2650 Virginia Avenue, N.W. and is part of
the Watergate complex. The Property consists of approximately 37,897 square feet of
land area. The Property currently is improved with a thirteen story building devoted to
the Swissdtel Washington at the Watergate, which contains approximately 250 rooms.

The property is currently zoned SP-2. The Watergate complex is a multi-phased
development, for which the Zoning Commission approved the concept in 1962. The
hotel is part of Stage |l of the project.

The Applicant seeks the option to convert the existing hotel to an apartment
house with approximately 150 units. The hotel has a total of approximately ninety-five
parking spaces, in the garage and on the surface, which would remain available to the
apartment house. The project would primarily involve interior renovations to convert the
hotel rooms and support areas to apartment units and support areas. There would be
some improvements made to the exterior building, but there would be only minimal
changes to the gross floor area of the building.

The developer for this proposal is Monument Residential LLC; the architect is
Hickok Warner Cole; and the land use counsel is Holland & Knight LLP.

Should you need any additional information regarding the proposed PUD
application, please contact Norman M. Glasgow, Jr., Esq., of Holland & Knight LLP at
(202) 955-3000.

cc. D.C. Zoning Commission
D.C. Office of Planning
ANC 2A



Roster of Persons Owning Real Property Any Portion of Which is within
200 Feet (225 Foot Scaled) of the Outermost Portions of Lot 807, Square 8
(The Watergate Hotel, Washington, DC)

Square and Lot

Premise Address

Owner Name and Address:

0002

0008

0008

0008

0008

0803

0806

0808

0809

0812

Unknown,
yvet Facing

0008 0811

2708 Virginia Avenue, NW

2500 Virginia Avenue, NW

2600 Virginia Avenue, NW

2700 Virginia Avenue, NW

700 New Hampshire Ave., NW

Unspecified

600 New Hampshire Ave., NW

Humble Oil and Refining
c/o J. L. Windlinger

P. O. Box 53

Houston, Texas 77001-0053

Watergate East., Inc.
Property Tax Dept. 113

P. O. Box 4900

Scottsdale, AZ 85261-4900

Trizec-Hahn LLC Watergate
Property Tax Dept. 113

P. O. Box 4900

Scottsdale, AZ 85261-4900

Watergate West, Inc., et al
2700 Virginia Avenue, NW
Washington, D.C. 20037-1908

Watergate South, Inc. et al
700 New Hampshire Ave., NW’
Washington, D.C. 20037-2406

National Park Service

c/o John Parsons

1100 Ohio Drive, S.'W.
Room 220

Washington, D.C., 20242

Income and Growth Watergate
c/o Lasalle Investment Mgmt.
#600

200 East Randolph Street
Chicago IL 60601-6436





