July 13, 2016

D.C. Zoning Commission
One Judiciary Square

441 4th Street, NW
Washington, DC 20001

Re: Case # 04-33G — Inclusionary Zoning Exemptions
Dear Commissioners,

Since my testimony on 4/14/16 that existing rent-controlled buildings should be exempt from IZ when
they are expanded with floor area greater than 50%, OP issued a report dated 5/ 13/16 indicating that
DHCD will “review the two programs and resolve any conflicts between them either administratively or
by legislation if necessary.” | am writing to request again that the Zoning Commission declare that
existing rent-controlled buildings will be exempted from 1Z, while 1Z would still apply to the addition.
The reasons are both economic and practical as set forth below. Without these items resolved, and just
a promise to review, owners are left in limbo.

Economics.

1. In Exhibit A, we present an analysis of 4 existing rent controlled buildings® and how the rents
compare to 1Z rents at both the 80% and 50% AMI levels. As you can see, rent control actually
achieves a comparable or higher level of affordability than IZ and therefore owners of rent-
controlled buildings are already bearing their share of below-market rents.

2. Tenants paying IZ-level rents in rent controlled buildings cannot be slotted into IZ units because
1) IZ units are fixed and not moveable, and 2) tenants under rent control don’t have annual
income certification requirements and cannot be required to comply, so the impact really is a
double whammy of rent-impaired units.

3. CIM isin the process of considering a greater than 50% addition to a rent controlled building. 1Z
will certainly apply to the addition. However, proceeding with the project will also subject the
existing building to 1Z, effectively requiring the set-aside of 5-6 existing units at rents that will
not cover their operating expenses, effectively reducing them to $0 economic value. This a)is
non-competitive, because it sets the bar for the project higher than what our competition
faces to build, and b) in the case of our project, kills it.

Administration.

1. Rents under rent control and IZ are set in different ways. Rent control dictates the inflation of
rents. 1Z sets rents based on income levels. A building subject to both, | suppose, would need to
set rent and escalate rents at the more constraining of the two affordability regimes and comply
with reporting requirements for both. This is overly complex and burdensome for property staff
to administer.

2. Concentration of IZ units in new building. An idea suggested to me over the phone by OP, but
never considered to my knowledge by the Zoning Commission was that the IZ units applicable to
the existing rent controlled building be accommodated in the addition. This however, is non-
competitive because it increases the % of IZ units in the new building, which are the best units
with the highest rent potential (at least 31 years newer than the existing rent-controlled units),

! This analysis was also prn:wi'ded to OP on 5/6/16. We can expand this analysis by 9 buildings if requested, that |
believe will demonstrate the same trend. ZONING COMMISSION
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and is inconsistent with the premises of 1Z from the beginning not to concentrate these units.
By way of example, a 50-unit stick-built addition to a 100-unit building would trigger fifteen (15)
IZ units (10%) as | understand it, which if accommodated all in the new building represents a
30% IZ requirement!

1Z was not written to apply to existing buildings, creating ambiguities.

1. Some old existing buildings are constructed of masonry or timber or materials not 100% known
to ownership in order to determine “primary method of construction,” so does 8% or 10%
affordability apply (1003.2 and 1003.3)?

2. 1Z requires that inclusionary units are comparable to market-rate units but also says interior
amenities are consistent with contemporary standards for “new housing.” Existing rent-
controlled buildings are at least 31 years old and may be 100+ years old with a wide variety of
finish levels, none of which reflect “new housing” standards. (1005.3 and 1005.3)

The issues raised above are based only on cursory review and | am sure there are more. Please feel free
to contact me at 301-469-3586 with any questions or if | can be of assistance in this matter.

Sincerely,

Aeva Watpedio

Terra Weirich
2300 Ontario Rd. NW
Vice President, CIM Group

Cc: Art Rogers, Lauren Pair, Chris Marshall (via email)



ZETS
[4 94

79'1%
98'1%
1028
rards

%t

iy %0T-8
%S %018

%8BT %8
LT %8
Yol %8
%0 b7

45d U3y BAY Junoosip % SHUM JO %

S8'1%
L628

efu

Efu
s
ST'ES

%S

%Ly
%lv %0T-8
%39 %0T-8
efu %0
efu %0
%IT %0T
%0 Yol

45d uay "Say Juncasip % (SUN o %

vETS
ST°ZS

SE'TS
678
€528
z9es

45d uay 3y Aunoasip 9

%6
%8BT

%8y
%LT
%E
%0

%9
%IT

%01-8
%01-8

%6
%8

%L

%0L

(SN J0 %

"OW/HTOTS S1 NV JO %0S I8 PUE OW/BET TS SI [NV %08 38 YET ©J0§3Uai 7| STOT Alyauoi (g)

LETS
6128

8IS
S8'TS
LETS
95°T$

45d Jusy "By Junodsip %

%1

%S
%82
%8
%0

454 Juau aBesane Jeak 6> 03 SAIE[S) palENa|ed Junodsid (7)
Aoueaen o anp 9,007 031 WNs Jou op sadejuaag (1)

TESION
%11 $3Ua1 |3A3] [NV %05 MOJSq SIUN JO %
%ze S3UBJ |3n3] [NV %08 MOj2q SN JO %
%0T-8 IV 40 %05
%0T-8 IINV 0 %08

SUOSEdLWOD Jojf Juad 7|

£

%L1 sieah +07
FET sieah gz - OT
k14 sieahgr-s
W9 sieak g >
Sne% SEEUI ssea]

(suun g6) ¢ Bulp|ing

(suun gg) £ Buip;ing

(s31un 9/7) z Buipjing

(swun 5g] T duiping |

s{2A97 Juay Z| 01 uosuedwo) uj s3ujpjing pajjoijuo) Juay Jo ajyold annejuasaiday



