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Executive Summary

Map showing study area
within the limits of City of
Rockville, and in context
with Montgomery County
and City of Gaithersburg
jurisdictional boundaries.

Image source: Sponsor
briefing materials.

The Research Boulevard study area is a 272 acre site in the City of Rockville
(City). Located 12 miles northwest of Washington D.C., it is just outside the
Capital Beltway and in a regional corridor defined by Interstate 270 and
MD-355 (also known as Rockville Pike). The west branch of the Metrorail
Red Line roughly parallels MD-355 and serves the city with three Metro sta-
tions, terminating at the Shady Grove Metro Station. Rockville is the seat of
Montgomery County, and the County Executive and County Council offices
are located in downtown Rockville along with a County Circuit Court and a
Maryland District Courthouse.
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The study area has clear boundaries defined by major roadways: 1-270 to the
east, MD-28 (West Montgomery Avenue) to the west, and Shady Grove Road
to the north. Moreover, the site is bisected by Research Boulevard from south
to north, and roughly divided in half by West Gude Drive. Much of the land
along Research Boulevard is subdivided into large parcels that extend from
the interstate to Research Boulevard or from Research Boulevard to MD-28.

Research Boulevard is proximate to the Montgomery County Life Sciences
Center, located outside the city boundary and west of Shady Grove Road. This
center includes Shady Grove Adventist Hospital, the Universities at Shady
Grove, a satellite campus of Johns Hopkins University, and prominent biotech-
nology companies. Research Boulevard was built before the Life Sciences
Center and played a role in forming the technology industry cluster. There are
synergies to being proximate to these businesses and institutions, but also
competition for tenants from the high-quality office and research facilities in
the area, many of them offering newer, more up-to-date facilities.

With about 3.7 million square feet in 46 buildings, the study area rivals
any other part of Rockville as an employment center. Some of the major
employers are Westat Inc., IDT Biologika, Lockheed Information Systems,
Thomson Reuters International, Otsuka American Pharmaceutical, Meso
Scale Diagnostics, American Speech Language Hearing Association,
and others. There are also a large number of medical offices in leased
buildings especially along Shady Grove Road. Many other small compa-
nies lease space in the corridor, which has acted as an incubator for busi-
nesses over the decades. Some of the key landowners and real estate bro-
kers include — Foulger Pratt, Lerner Corporation, Brandywine Realty Trust,
Alexandria Real Estate, Avison Young, Transwestern and Scheer Partners.

The oldest structure dates to 1967 and the newest is a research laboratory
built in 2005. The remainder properties are developed as four hotels (with a
total of 538 rooms) and two banks. Many of the office buildings have their own
on site cafeterias or small eateries for the use of employees.

The study area has only two zoning categories applied across its 272 acres
— Mixed Use Employment (MXE) and Planned Development-Fallsgrove (PD-
FG). Previously, the study area was zoned as Restricted Industrial Park (I-3)
since 1959. The 1-3 development standards guided the master plan vision of
a low intensity, open campus office park with large lots, low lot coverage, and
primarily at-grade parking. Restaurants were allowed only when intended for
employees in each building, and a cap was set on the size of retail sales and
personal services uses. Residential and stand-alone retail uses were excluded.

The results of this Technical Assistance Panel (TAP) are intended to assist the
sponsor in updating The City of Rockville’s Comprehensive Master Plan under

RESEARCH BOULEVARD - IT’S NOT AN OFFICE PARK!
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a process branded as Rockville 2040. The Panel’s expertise was sought to
address a current topic of much discussion in the planning and real estate pro-
fessions: what is the future of first-generation suburban office parks; and how
should the City of Rockville’s planning efforts respond to changing market con-
ditions and changing work culture with regard to employment center context,
mix of land uses, amenities, and other urban design issues.

In spite of the overall declining trend for suburban office uses, the study area
has been a success through multiple decades, serving the employment and
property tax needs of the City by generating significant property tax reve-
nue. Further, while the overall market for office space shows weakness in the
region and in the study area, one recent trend in the study area shows prom-
ise as an adaptive reuse: self-storage space. The second oldest remaining
building in the study area at 4 Research Place was converted to self-storage
in 2016, and a second self-storage building is proposed for construction on
a portion of the existing parking lot on that site. In addition, two other new
self-storage projects are proposed: one on Redland Boulevard just east of the
[-270 off-ramp and as infill next to I-270 east of the Best Western hotel at the
south end of the study corridor.

Panelists approached this TAP by dividing the challenges into four catego-

ries, which are outlined in this report as follows: Problem Definition, Market
Overview, lllustrative Scenarios, and Recommendations.

6 TECHNICAL ASSISTANCE PANEL REPORT



Background & Scope

The study area is a key employment center in the City of Rockville, home to
some of the City’s prominent businesses and to roughly 9,000 employees.
The development pattern on both sides of Research Boulevard is comprised
of office, laboratory, and medical research buildings. According to The City of
Rockville, the 272 acre study area is developed with 78% office use, 8% lodg-
ing, 5% private undeveloped land and 9% public open space.

The City of Rockville’s 1960 and 1970 master plans foresaw the potential for a
new land use in the city: a modern, automobile oriented office research park
and mapped areas along both sides of 1-270 for ‘Restricted Industrial’ uses,
including the area that became Research Boulevard. A complementary [-3
zoning district, adopted in 1959, regulated this use with development stan-
dards requiring the following: minimum 5 acre lot size, maximum 20% lot cov-
erage, 100 foot setbacks, and 300-foot minimum street frontages. This site
design pattern reflects these restrictions.

Aerial view showing the
study area in 2015.

Image source: Sponsor
briefing materials
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According to the U.S. Census Bureau, workers in the professional, scientific, and
technical services category accounted for nearly half of the employees work-
ing in the area in 2014. Among the city’s top ten employers, two have offices
within the study area — Lockheed Information Systems and Westat, Inc. Some
other major employers in the corridor include — Aeras, IDT Biologika, Thomson
Reuters International, Meso Scale Diagnostics, Emergent Biosolutions, Otsuka
American Pharmaceutical Inc., and others. Amongst all the employers, Westat
Inc. is the biggest private employer in the City of Rockville; with headquarter
buildings that were built in early 1980s and 1990s. Since these buildings house
only Westat employees, they are not subject to market trends, and Westat is

Photo showing the

Westat Inc. property. expected to occupy the buildings for many years to come. Other buildings offer
Image source: ULI leased space, and the expiration of a lease can greatly impact vacancy rates.
SRl Overall, the area has been a net revenue generator for the City for decades,

bringing in more in property taxes than it costs in services.

Per the 2002 Master Plan and the Planned Land Use map, the study area
is divided into two zoning districts. The majority of the study area is labeled
as ‘Restricted Industrial’ / ‘Office Park’ (RIOP). The two areas north and
south of Gude Drive, annexed as part of the Fallsgrove project are labeled as
‘Comprehensive Planned Development’ (CPD), a designation that references
the zoning for that property which is ‘Planned Development-Fallsgrove,” which
is a specific set of development approvals for that property.

In 2009 the City of Rockville amended its zoning ordinance to allow a mix of
uses in all commercial zones, including the properties within the study area.
These new mixed-use zones, MXE (Mixed Use Employment) in the case of the
study area, allow development of residential, retail, or office uses, and added
flexibility in site design requirements.

Today, older buildings in the study area dating to the 1960s are becom-
ing functionally obsolete, particularly regarding physical plant for laboratory
space and information technology. A handful of sites have been redevel-
oped or renovated as new office space, as seen with the major investment
by the U.S. Consumer Product Safety Commission in an existing build-
ing at 5 Research Place. Other buildings, however, have lost tenants,
and been demolished or proposed for other uses — such as self-storage.

This evolution of land uses in and around the study area has the potential to
create a mixed development pattern without the guidance of City Master Plan
policies or infrastructure. Of particular concern are the urban design chal-
lenges for land use changes from office to residential uses, especially on five
acre parcels fronting a single street corridor (Research Boulevard) without a
network of local streets or other neighborhood amenities, such as parks and
schools. Under current zoning rules, higher density multifamily developments
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with retail spaces, as well as new office space, can be developed without a
coordinated Area Master Plan. Moreover, opportunities for finer-grain place-
making could be lost in a series of individual development projects that fail to
take into account the larger context. Water and sewer infrastructure may also
require upgrades under these scenarios and should be implemented through a
coordinated process.

The vision and reality of this area as an employment center that held con- Photo showing
older building from

sistent for the past 50 years is challenged. The City is seeking input from the 1960s at 2401

the Technical Assistance Panel (TAP) to better understand the market Research Boulevard.
position of the existing office parks, and to consider options and recom- Image source: ULI
mendations for future land use, urban design, and economic develop- Washington.

ment actions as the City drafts their next Comprehensive Master Plan.

QUESTIONS TO BE ANSWERED BY THE PANEL - ——

80 oA
1. What are effective policies to guide future development in the study area to : I - -..-I.___

o

create office environments that are attractive to today’s tenants?

2. How can flexibility in land use regulation be balanced with good planning
that seeks to coordinate a mix of uses at a walkable scale and integrate new Photo showing new

development into a cohesive activity center? self-storage facility at 4
Research Place.

Image source: ULI

3. What approach to mixed use zoning is most effective regarding retaining Washington

employment? Should single use projects be allowed, i.e. those that simply
change the office use to residential or retail?

4. How can the large lot parcels on Research Boulevard transition to new
uses without becoming a hodgepodge of single uses that do not relate to each

other?

5. Where are the best locations for retail and community nodes with place-
making amenities and how can City regulations shape this outcome?

RESEARCH BOULEVARD - IT'S NOT AN OFFICE PARK! 9



Problem Definition: Vision,
Site Analysis & Market
Analysis

WHAT’S THE VISION?

At the onset of the TAP, Panelists clarified that the study area has characteris-
tics different from traditional office parks. Traditional office parks are typically
developed by a large developer, on a single contiguous parcel of land, and
include a unified vision for the property. Some examples of these traditional
office parks include: Westfields in Chantilly VA, and The Preserve at Tower
Oaks in Rockville MD. Research Boulevard, on the other hand, is an amalga-
mation of different property owners with different concerns, all located along a
contiguous suburban corridor.

lllustrative site analysis
diagram highlighting
surrounding context of
the site.

Image source: ULI
Washington.
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The Panel acknowledged that the City of Rockville is rethinking the future of
Research Boulevard in a timely manner, and there is time on hand to plan for
its future. The current situation is not desperate so there is adequate time for a
coordinated review of policies and recommendations to guide the future devel-
opment of the area. The City lacks a vision for defining the area’s future and
will have to take steps to articulate and define such a vision in order to develop
an appropriate market-informed strategy that is also informed by the policy pri-
orities of the City.

SITE ANALYSIS: CONTEXT & PHYSICAL ATTRIBUTES

In order to recommend future scenarios for Research Boulevard, Panelists
studied the surrounding context and physical attributes of the study area.
They pointed out that the study area is bracketed by two major inter-
changes with direct access to 1-270, which are very beneficial from a mar-
keting standpoint for property owners. In terms of transit, Shady Grove
Metrorail Station is about 2 miles away from the intersection of Research
Boulevard and West Gude Drive. Though this is not a walkable dis-
tance, multlple RideOn bus routes 54, 63 and 66 operate from the Shady

- =270 'M*I

RESEARCH BOULEVARD - IT'S NOT AN OFFICE PARK!

Illustrative site
analysis diagram
highlighting pros
and cons of the
study area.

Image source: ULI
Washington.
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Photos showing deep
setbacks from buildings to
the street curb.

Image source: ULI
Washington.

Photo showing the
Shulman Rogers building
in the Park Potomac
development in North
Bethesda MD, designed
to leverage its presence
along 1-270.

Image source: Google
Earth Pro.
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Grove and Rockville Metrorail stations to Research Boulevard. The site is
also well connected with its surroundings through a robust street network.

At a larger scale, the study area is surrounded by economic drivers like Shady
Grove Life Sciences Center, which include the Shady Grove Adventist Hospital
and the Universities of Shady Grove campus. While Research Boulevard lacks
amenities within walking distance for employees, mixed use centers like Falls
Grove, Washingtonian Rio, Crown Farm, and King Farm are just a few minutes’
drive away from the study area. Panelists pointed out that the ideal walking dis-
tance of 1800 to 2200 feet between office buildings and amenities equates to
a 10-minute stroll. Although that is absent here, these retail centers are a short
10-minute drive, which is a comfortable tether.

According to the Panel, the study area is positioned for success in multiple ways.
Location along 1-270 is a huge driver, and there is a strong visual relationship
between the highway and buildings on Research Boulevard. Other major streets
in the area like Shady Grove Road, Montgomery Avenue, and Gude Drive sur-
rounding the study area make it very well positioned to thrive. Also, single owner-
ship large parcels like the one on Shady Grove Road and Westat Inc., are good
for future development. The existing Falls Grove Stream Valley Park also has
potential to serve the community better. The study area’s successful position-
ing is juxtaposed by several significant challenges. Sidewalks are narrow and
lacking in streetscape features; there is no continuity in the way buildings are
placed and relate to the street curb; some parcels have exceptionally deep set-
backs from building to curb as well as building to building (indicated by yellow
stripes in the adjoining site analysis diagram); and few buildings are concen-
trated together, with most scattered and lacking in urban design.

The Panel acknowledged the upcoming Foulger Pratt retail oriented develop-
ment at the southern end of the study area by the Best Western Hotel. Though
this development is not located in the central part of the study area, it is a rea-
sonable distance from other retail in the vicinity, and hence will likely be posi-
tioned for success. The Falls Grove Stream Valley Park offers beautiful views
from Montgomery Avenue, but good connections from Research Boulevard to
the park are lacking, and it is therefore an underutilized asset. Also, while many
properties are situated near 1-270, they cannot be seen or identified from the
highway because of their positioning away from the major arterial. This cre-
ates a missed opportunity for passers-by to identify the types of uses exist-
ing along Research Boulevard. The Panel pointed the City to an example of a
good urban design gesture — the Shulman Rogers building in the Park Potomac
development in North Bethesda, MD which takes full advantage of its presence
along 1-270. According to the Panel, as properties along Research Boulevard
undergo infill, it will be important to place future buildings closer to 1-270 to
increase visibility and leverage their marketability.

TECHNICAL ASSISTANCE PANEL REPORT



Market Overview: Office &
Laboratory Buildings

OFFICE MARKET OVERVIEW

Panelists analyzed the office market trends in and around Research
Boulevard, in the Shady Grove area sub-market and overall Montgomery
County. In order to determine whether the Research Boulevard office market is
undergoing decline or holding steady, Panelists analyzed the current situation.
They determined that out of 45 buildings, 29 are not owner-occupied, and out
of 3.7 million square feet, 2.7 million square feet is not owner-occupied. About
43% of these buildings are Class A, 38% are Class B and 19% are Class C
office spaces; and current rents range from $25 to $28 per square foot.

The Panel noted that about 22% of existing buildings in the study area are
vacant (equivalent to about 625,000 square feet) along Research Boulevard.
However, this vacancy is concentrated in a few buildings. Only one 20,000
square feet block is available within the Research Boulevard corridor. By and
large, the buildings have stable tenancy and the existing tenants are there
to stay in the foreseeable future. However, the office market in general is too
weak to support new office construction; buildings that are partially vacant
are going to continue to lose tenants over time until they are fully vacant.
Furthermore, as office buildings become vacant, their values decline, and then
property owners/developers will start looking for alternative uses — like the new
storage facility on Research Boulevard.

Panelists further analyzed office market strengths and weaknesses from the
tenant’s perspective. They enumerated the strengths, including visibility from
I-270, vehicular accessibility, price, availability and proximity to the Life Sciences
cluster. Panelists also pointed out the weaknesses, including lack of infrastruc-
ture to support walkability and lack of proximity to food and beverage-oriented

RESEARCH BOULEVARD - IT'S NOT AN OFFICE PARK!
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Graph | comparing annual
vacancy rates from

1998 to 2016 between
Montgomery County,
Shady Grove area and
the 1-270 corridor; and
indicating Shady Grove
rents in steady decline
since 2007.

Image source: ULI
Washington.

Graph Il comparing
annual vacancy rates from
1998 to 2016 between
Montgomery County,
Shady Grove area and

the 1-270 corridor; and
indicating Shady Grove
micro-market vacancy
rates are approaching
200/0

Image source: ULI
Washington.

retail, and to Metrorail. While tenants can drive to nearby spots for lunch, it
would be preferable to have food options within a reasonable walking distance.

The Panel researched historical rents for office spaces in other areas
of Montgomery County, including: the 1-270 corridor, a sub-market of
Montgomery County; and the Shady Grove area, which is a micro-market in
the 1-270 corridor where Research Boulevard is located.

Per Graph | prepared by the Panelists, the trend of historical annual rents from
1998 to 2016 shows that rents have fluctuated between $20 to $28 per square
foot, and there has been no rent increase in the last decade. The Shady Grove
and 1-270 sub-market rents are lower than Montgomery County generally,
which gives a strong indication that the office market on Research Boulevard
is not going to recover any time in the near future.

[-270 and Shady Grove rents in steady decline since 2007

Annual rents 1998-2016

$32.00

$30.00

$28.00

$26.00

$24.00

Montgomery rents holding steady while 1-270

submarket in decline
$22.00

Montgomery County —I-270 =—Shady Grove

$20.00
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: JLL Research
In Graph 1l, Panelists pointed out that vacancy rates are increasing, slightly
more in the Shady Grove area and the 1-270 corridor than the rest of
Montgomery County.

Shady Grove micromarket vacancy rates approaching 20%

Annual vacancy rates 1998-2016

25%
1-270 submarket vacancy rates 5-10% historically above
Montgomery County market

20%

0%
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Montgomery County —I-270 = Shady Grove

Source: JLL Research
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Per Graph Il represents the Shady Grove area micro-market office vacancy
and absorption rates. Panelists pointed to a negative absorption rate in the last
8 years.

Negative absorption with growing vacancy in Shady Grove

Shady Grove Micromarket Office Absorption and Vacancy Rates, 2005 - Q1 2016
300,000 r 25

200,000

100,000
Graph Il showing annual

0 | vacancy rates from
1998 to 2016 between
Montgomery County,
200,000 Shady Grove area and
rs%  the |-270 corridor; and
indicating negative

-400,000 Lox  absorption with growing
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 .
vacancy in Shady Grove.

-100,000

-300,000

Source: L Research S Absorption = Vacancy Rates Image source: ULI
Washington.

This analysis reinforces that the Shady Grove office market will likely not
rebound in the near future.

OFFICE BUILDING ECONOMICS: NEW DEVELOPMENT,
REPOSITIONING, & LAND VALUE

Panelists elaborated upon office building economics by comparing new devel-
opment with repositioning existing buildings, and this impact on land value.
According to the Panel, current rents for a new full-service office building in
the study area range from $30 to $32 per square foot. Rents required for new
construction of a full-service building would be about $45 per square foot
(including surface parking), return on cost at an industry standard of 7.5%, and
land value about $40 per FAR. In this scenario, even if the land was assumed
to be free, Panelists determined that the rent in the study area would have to
be $42 per square foot to deliver a reasonable profit. These numbers do not
justify new construction of office buildings along Research Boulevard.

In the case of a landlord with a building where negative absorption occurs,
at some point, the building would be completely vacant. In such a scenario,
property owners often consider upgrading the building to attract tenants by
adding features like conference centers and fithess centers. This best case
scenario, according to Panelists, has the ability to fetch rents in the range of
$27.50 to $30 per square foot in the study area, with the repositioned building
being worth about $45 per square foot. Since land with an empty building, or
even just dirt, is worth about $40 per square foot, it is more viable to repur-
pose the land for other uses. This reality seems to be the ongoing trend in the
Shady Grove area sub-market on Research Boulevard.

RESEARCH BOULEVARD - IT’S NOT AN OFFICE PARK! 1 5
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LAB MARKET OVERVIEW

In addition to analyzing the office market along Research Boulevard, the Panel
also analyzed the bioscience laboratory market. Panelists determined that in
the state of Maryland, there are 3 primary regions for bioscience laboratory/tech
hubs. The largest region is in Montgomery County, and other two are in Frederick
City/County and Baltimore City/County. While vacancy rate of 7% is consid-
ered to be a healthy market in the context of laboratory spaces, vacancy rate in
Montgomery County is very low — about 2.9% as of December 2016. There is a
negative net absorption rate of -0.14% (-10,447 square feet) noted in the same
time frame. However the Panel expects that space to be leased quickly.

Laboratory space is divided into 3 class categories, similar to office space.
There is a fair amount of Class B and Class C lab space in Montgomery
County, and there has been very little new construction. Rental rates for Class
B labs range from $27 to $32 per square foot, and Class C rates are just below
$20 per square foot. Class B and Class C lab space is typically 2nd and 3rd
generation space previously occupied by other lab users that has not been
upgraded. Also, an important point to note in the context of laboratories is that
these are triple net rates — and the laboratory tenant has to incur operating
costs, which range from about $8 to $12 per square foot to arrive at the total
rental rate. Baltimore City has a small proportion of Class A space which falls
within the range of $35 to $45 per square foot..

In the study area, there is some Class C lab space along Shady Grove Road,
which is occupied by clients like Integrated Biotherapeutics and Macrogenics.
There is also Class B space in buildings originally established for office use
on Research Boulevard. Much of the laboratory space in Montgomery County,
including buildings in the study area, are not buildings particularly built for lab
space, but instead were converted to labs from flex / office buildings.

The Panel compared criteria for the requirements in office and in laboratory
buildings. Per the chart below, while office leases are full-service in nature and
include operating costs, laboratory space leases are triple net in nature, and
exclude the operating cost. These operational costs for lab spaces range from
$8 to $12 per square foot. If one is looking at a vacant building (i.e. a core and
shell), the fit-out cost for turning it into office use would range from $45 to $70
per square foot. To fit-out a laboratory in the same space, costs would range
from $225 to $275 per square foot. If the lab space needs to be even more
spe-cialized, and include areas such as clean rooms, research spaces, or reg-
ulated spaces for drug production, fit-out costs can run as high as $1000 per
square foot. It is therefore very important to understand the tenant improvement
allow-ance factors associated with bioscience laboratory buildings. Most tradi-
tional office/flex landlords approve tenant improvement allowances in the range
of $35 to $50 per square foot, and the cost is amortized within the lease rate.

TECHNICAL ASSISTANCE PANEL REPORT



Office/Lab Building Use Comparison

Lease Type FS NNN
Fit-out Costs (psf) $45-$70 $225-$275
Operating Costs (psf) NA $8-512
Tenant Improvement Allowance (typ psf) ~$35-$50 Lab $175
Non-Lab $50
Lease term Variable 5-7 years
Optimal Clear Height 13 feet or less 15-16 feet or higher
Utilities (electrical service size) Standard Heavy electrical
Roof Loads Standard Reinforced areas
Parking ratio 3.3/1000 < 3.3/1000
Exterior Requirements (generators, etc.) Standard Standard ++
Loading Dock Access Shared Standard/Dedicated
Multi-Tenant Options +++ +
Risk Perception Understood High Risk

Landlords specializing in lab space may approve tenant improvement allow-
ances as high as $175 per square foot. Landlords in the bioscience indus-
try understand the heavy infrastructure needs of labs; their business models
anticipate the risk involved, and they have the ability to evaluate some of the
science the prospective tenants might be conducting. Due to such high costs
involved in laboratory buildings, leases tend to be a minimum of 5 years or
even 7 to 10 years.

According to the Panel, there are multiple physical differences between
build—ings required for office versus laboratory uses. For instance, with multi-
story office buildings, 13 feet clear height is required between the finished floor
to the slab or roof structure above. In bioscience laboratories, larger volumes
of air need to travel through ducts, along with heavy electrical wiring, and so
clear height requirements are higher than with traditional buildings, and range
between 15 to 16 feet. Thus, in existing single story as well as multi-story
buildings along Research Boulevard, it may not be possible to convert office
buildings into laboratory space; or in doing so, may result in greater costs to
deliver lab space in buildings not designed to accommodate such uses.

Leasing space in a bioscience laboratory requires a different approach from
leasing in a traditional office building. Landlords for traditional office build-
ings prefer to have the broadest opportunity to attract tenants to their build-
ings. That often means dividing up the building offering smaller office spaces
to multiple tenants. However, in the case of a 100,000 square foot laboratory
building, a landlord may only be able to divide that space between 2 to 4 ten-
ants. This is in part because some of the bioscience companies have uses
that cannot tolerate cross-contamination. Laboratory spaces are high risk envi-
ronments, and it can be harder to re-let lab space, compared with traditional
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office space. Overall, developing a building for a bioscience use must take into
account a variety of restrictions.

IF NOT OFFICE OR LAB — THEN WHAT?

The Panel emphasized the reality that the current market trend is not going to
support new office construction on Research Boulevard, and that it may not be
worthwhile to reposition existing office space. As tenants leave existing office
buildings over time, property owners will consider upgrading their properties;
however the poor return on investment will not make it viable for significant
investment. In cases where structural conditions are intact and if the market
is right, then some buildings could potentially be converted into lab spaces.
However, this will not be possible for all vacant buildings, in which case prop-
erty owners will start considering infill options.

There are multiple residential infill possibilities in the study area, including
apartments, town homes, or senior housing. Vacant buildings could be con-
verted to schools, public storage, hotel and medical uses. The Panel under-
scored that it will be incumbent upon the City to set a vision of the study area
in order to avoid disjointed infill development for vulnerable parcels.
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lllustrative Scenarios

After analyzing existing conditions and current market trends along Research
Boulevard, the Panel suggested three scenarios for the future of the study
area. These suggestions are intended to illustrate possible outcomes, but are
not intended to be prescriptive. Panelists emphasized that the City of Rockville
needs to identify and determine its goals and objectives for the study area,
along with its long term contributory role to the City.

THREE SCENARIOS: WHAT DOES THE CITY WANT TO ACHIEVE?

Scenario | — “Market Responsive.” Here, the City of Rockville would main-
tain current zoning code as is, and let the uses along Research Boulevard
change per market dynamics over time.

Scenario Il — “Maximize Fiscal Impact.” This describes a vision where the
study area continues to be a fiscally strong contributor to the City, just like it
has over the last decades.

Scenario Il — “Aging In Place.” Here, the City would facilitate residential
development and appropriate housing products to support older residents
wishing to downsize and live in the community. This scenario would be driven
more by vision and planning policy motivation than by fiscal contribution to the
City of Rockuville.

What does the City want to achieve?

City of Rockville Investment in
Mixed-use town Research Boulevard

center

Housing
Maximize Rockville Possible scenarios for

Fiscal residents the long-term vision of
Impact today, Research Boulevard,
tomorrow )
depending on what the
City envisions and wishes
to achieve.

Do nothing

Expand employment
opportunities,

particularly in STEM Image source: ULI

Washington.
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SCENARIO I: Market Responsive

Research Boulevard has historically been a major source of revenue for the
City. Office uses generate taxes, which in turn support public services for res-
idents, like schools, fire safety, and police safety. While Scenario | might facili-
tate continuity of fiscal solvency, it is very hard to predict the future. As market
forces move office uses off Research Boulevard, land may get replaced by
uses that could also generate tax revenue for the City. Vacant office buildings
will reduce fiscal contribution to the City. According to Panelists, if multifamily
residential infill occurs, the market would support that use, which would result
in a net negative fiscal impact. Retail could also come in and generate sales
tax revenue for the City; however it may not come in locations desired by the
City. Other uses which are good tax generators could also develop, such as
public storage and hotels. Panelists warned that in the absence of a cohesive
vision, this scenario could very well likely lead to hodge-podge development
along Research Boulevard.

The Panel emphasized that the City should invest in the study area to max-
imize its fiscal impact. There are a series of steps the City can take to drive
development where it wants it to be, and to drive uses that generate tax reve-
nue. By preparing a Master Plan, the City can designate Strategic Opportunity
Areas, implement placemaking for parks and other infrastructure, and then
brand and market the new developments. This way, new uses and develop-
ments will occur at locations identified by the City, and they will be more viable.

SCENARIO 11: MAXIMIZE FISCAL IMPACT

With regard to Scenario Il and maximizing fiscal impact for the City, Panelists
emphasized the need for a Master Plan or designating Strategic Opportunity
Areas. Panelists identified three Strategic Opportunity Areas: North, Central,
and South for higher density development which could be office, retail, or other
uses. The key common attribute to these sites is the concentration of uses
within the critical 1800 to 2200 feet pedestrian-friendly distance, which would
not only activate the space between the strategic nodes, but also create the
much required connectivity between existing uses.

The area marked “north” is designated as a density anchor. This building clus-
ter is a single ownership and offers the opportunity to serve as a high impact
area, with a possibility for adaptive reuse. This site could be developed as a
retail-oriented neighborhood anchor, as a neighborhood center, or as something
larger in scale. There are few retail destinations to the north and south of the
study area. Panelists pointed out to the area marked “south” as the Foulger Pratt
property where change is currently underway. Both properties have easy access
to 1-270. According to the City, this site was approved in 2016 for conversion
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to retail uses, which will make it the largest stand-
alone retail node in the study area. This parcel has
been approved for fast casual dining, fitness cen-
ter, and grocer or inline retail. The area marked
“central” is the Westat Inc. property, which is sin-
gle use in nature with substantial concentration.
Panelists suggested ideas for connectivity between
these Strategic Opportunity Areas, including larger
scale green corridors and smaller scale pedestri-
an-friendly streetscaping gestures. With respect to
existing open space there are opportunities to link
the existing parks with these new developments
to create linear parks, which would result in gener-
ating a mixture of commercial uses that are inter-
spersed and connected to open spaces .

The Panel reiterated the need for a Master Plan for
the three Strategic Opportunity Areas, and to cre-
ate walkable sub-market amenities in the north,
central, and south zones as shown in the adjoin-
ing illustrative plan. Panelists encouraged the City
to take initiative towards the following: development
of private and public amenities in the form of retail,
public space, and hotels in specific locations; pub-
lic programming in the north, south and central
area; installation of pedestrian friendly streetscape;
and improvement of the parks. The Panel recom-
mended the following planning and zoning tools:

+  Higher densities allowed.

+  Financial incentives (i.e. property tax

lllustrative Concept Plan Retail Density Anchors

abatements). for Scenario Il with an *High Concentration
+  Public investment in place making. aim to maximize fiscal Impact Areas
impact for the City. Ml Green Corridor
Panelists suggested that the City can also restrict Image source: ULI % Potential Green Link
uses in the Strategic Opportunity Areas by disal- Washington.

lowing them, turning them into conditional uses, or

allowing them in Non-Strategic Opportunity Areas.

The following planning tools could be effectively

used to develop Non-Strategic Opportunity Areas:

*  Lower Densities.

+ Restrict uses based on Master plan. For
example, the City could prohibit retail in these
areas while promoting them in the Strategic
Opportunity Areas, and only allow hotels in
the Non-Strategic Opportunity Areas.
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Panelists pointed out that zoning and master planning ultimately put the onus
of development on the developers. However, the City can also take steps to
create a better place and communicate to the development community that the
City is a development partner that is dedicated to building an attractive place.
The City can do this through the following measures:
+  Parks. Build parks even though they are expensive to build and maintain.
Panelists pointed to the iconic Emeralds Necklace linear park in Boston,
MA as a successful example.
Placemaking. Facilitate wayfinding and creating public plazas for people
to gather.
Programming. Facilitate shutting down streets on event days for a bike
race, movies, concerts, and other such activities which also attract people
to this area besides employees.

SCENARIO liI: AGING IN PLACE

Panelists formulated the third scenario to emphasize housing for Rockville
residents now and in the future. Market analysis demonstrates that residen-
tial uses are viable on Research Boulevard in the current market; it is permit-
ted almost everywhere by right by way of existing zoning; it enables “Aging
In Place” if the City chooses this to be a goal; it supports a variety of other
uses like retail; and this location is viable for residential use with comple-
mentary surrounding uses, such as shopping, institutions and other housing
developments.

The Panel explored this scenario and its short-term and long-term develop-
ment potential. Areas marked 1, 2, and 3 in the adjoining graphic represent
the order of chronological development. Site 1 represents the short-term time
span, with existing stable employment which is expected to remain, and where
current reinvestment efforts are under way. Vacant sites at the intersection
of West Montgomery Avenue and West Gude Drive can be catalysts for new
development as well as visible entry points to the subarea. In terms of imple-
mentation strategies, the City first and foremost must define a vision for their
residents and land owners. Panelists suggest that if focusing on housing is a
clear intention, then the City should utilize the visible access points to create a
strong sense of entry, and install streetscape improvements to create a sense
of identity for the study area. Moreover, the Panel acknowledged that the City
is currently in the midst of a Master Plan update. If the timeline permits, then
the Master Plan update could facilitate housing development on these parcels
- as this subarea is the only part of the study area which falls into a slightly dif-
ferent zoning category. Otherwise, the City could work with the property own-
ers and make specific zoning changes for future development.

With regard to long-term development, the City must set a vision for Areas
2 and 3 through updating the Master Plan. In this process the City should
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include assessment of current housing needs, identify desired product types,
establish area-specific goals to support housing needs, and permit additional
uses at specific locations. Additionally, over the long term, the City should con-
sider comprehensive streetscape improvements and create zoning tools to
incentivize desired development and limit undesired uses like additional den-
sity for lot consolidation. On the private side, larger parcels along 1-270 could
be consolidated to support housing goals.

2016-2017 Residential Sales

Panelists further researched residential sales of age restricted homes in
Montgomery County, and learned that from January 2016 through March
2017, there were about 400 unit sales. The lowest sale was $67 per
square foot, and the highest was $328 per square foot. Moreover, these
400 properties sold within an average of 44 days, the median being 24
days. Also, the Close Price to List Price ratio for these properties was
98%, and this indicates a very strong seller’s market. There is also a trend
for older adults to move to rental properties rather than buy new homes so
the rental market may be viable in this area as well as the for sale market.
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Recommendations

In order to shape the future of Research Boulevard, the Panel made the follow-
ing global recommendations:

1. Define a Desired Future. The City will have to identify a vision for the study
area. This vision could be as general as a desired identity or as specific
as updated zoning. A market driven strategy will be important, along with
implementing any zoning changes in order to lay the foundation for realiz-
ing the vision.

2. Form Business Partnerships. It will be important to bring the property
owners in the study area together, but doing so will require clarity on the
part of the City as to the intention of forming such a coalition of stake-
holders. In one scenario, property owners might come together to form a
Business Improvement District (BID) with the intent to improve the street-
scape, provide a common shuttle to employees, and/or invest in common
amenities. In another scenario, property owners may come together for a
more complex approach to consolidate parcels and create larger proper-
ties to achieve multiple objectives. The goal of convening these partners
will depend on the City’s ultimate vision for the study area.

3. Program Area-wide Improvements. Enhancing the identity of Research

Boulevard and improving walkability in the area will require assembling a
program of area-wide improvements.
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Conclusion

Over the course of the TAP, Panelists analyzed the context of the study area,
physical attributes of the site, office and laboratory market in the Shady Grove
micro market, and explored a list of alternative land uses for infill development
along Research Boulevard. After studying existing conditions and understand-
ing the market trends, the Panel presented three illustrative scenarios — Market
Responsive, Maximize Fiscal Impact, and Aging in Place — and offered strate-
gies to implement these scenarios.

The Panel acknowledged that the City has questioned the future of Research
Boulevard at the right time, and there is still time to act. By and large, Panelists
were optimistic about the future of Research Boulevard. They emphasized that
the study area is not a traditional office park, and consequently, it is import-
ant to consider the study area’s subareas, rather than viewing a development
approach that is parcel-by-parcel. The 1800 to 2200 feet walkable distance
range is a critical benchmark to be used as a tool that can promote walkability
between uses. Most importantly, the City will have to define a vision and focus
for the area in order to achieve a desired future.
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Panelists

Nat Bottigheimer, CHAIR
Chief Fehr & Peers DC
Washington, DC

Nat is the DC Region Market Lead for traffic and transportation planners and analysts Fehr & Peers DC.
Mr. Bottigheimer has 24 years of experience in coordinated land use and transportation planning. His prac-
tice supports community growth and place-making by addressing the needs of all transportation network
users, and by using cutting-edge analysis and the latest data source types, such as using mobile device
movement data to sharpen transit and highway demand forecasts, and modeling trip generation based on
direct observations from mixed-use development nationally.

Before joining Fehr & Peers DC, Mr. Bottigheimer was an Assistant General Manager at WMATA oversee-
ing the agency’s Planning, Real Estate, and Parking programs. His experience at WMATA and prior to that
at the Maryland DOT give him expertise in TOD and station access planning, bus service planning, land use
and transportation coordination, transportation performance measurement and strategic planning.

Mr. Bottigheimer has been an active participant in the ULI DC District Council’s TAP committee, has served
on numerous TAPs, and has chaired prior TAPs for the Indian Head Rail Trail and for revitalization of
Annandale, VA. He is a regular speaker and writer on transportation planning methods and trends.

Robert Atkinson

Davis Carter Scott
Fairfax, VA

Robert Atkinson is an Associate Principal and Vice president at Davis Carter Scott, one of the leading
architectural firms in the Washington Metropolitan Area. Prior to joining Davis Carter Scott, Mr. Atkinson
spent 14 years with the Department of Economic Development in Arlington Virginia where he was
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responsible for the development of the award winning Rosslyn Station Area Plan Addendum, assisted
numerous projects through the site plan approval process and was an active participant in developing
many of the County’s land use policies. Mr. Atkinson began his career as Urban Designer for the City of
Little Rock, Arkansas where he was instrumental in developing the Downtown Plan as well as numerous
neighborhood plans and other studies. Robert holds a Bachelor of University Studies degree from the
University of New Mexico in architecture, planning and architectural history.

Eduardo Han

Keller Williams
Alexandria, VA

Eduardo’s real estate career began 15 years ago working in real estate development, management and
sales at Packo Investments, Inc. in Los Angeles, CA. After returning to Washington D.C. in 2006, he con-
tinued working within commercial real estate. Most recently, he was with the Real Estate Advisory Group at
Alvarez & Marsal in Washington D.C. During his tenure at A&M, he worked with several public and private
entities in various states as well as around the world on a variety of development projects, including large
scale development, public-private partnerships, and housing projects.

As a Realtor® with Keller Williams Metro Center, Mr. Han has applied his knowledge of the real estate mar-
ket in assisting a variety of clients, including international clients, with buying, selling, leasing, property man-
agement, and asset management. Through these relationships, Eduardo found the personal connections he
made to be far more rewarding than working solely on the commercial side of the real estate industry.

Mr. Han’s extensive experience in real estate provides his clients with a true expert. His knowledge and
understanding of how real estate markets work, are financed, and how to best make the market work for
buyers and sellers are unparalleled. His ability to analyze a property, whether it be for residential, commer-
cial, or investment use makes him a valuable asset when investing in real estate whether you are buying or
selling a home or purchasing an income property.

Marvin A. Poole

StonebridgeCarras
Bethesda, MD

As a Director in Investments and Asset Management for StonebridgeCarras, Marvin Poole leads the
firm’s underwriting and due diligence efforts for new investments and is involved in asset manage-
ment, investor reporting, and disposition transactions for all existing investments. During his tenure with
StonebridgeCarras, he has been involved in investment activity exceeding $1 billion in real estate value.
Mr. Poole reviews investment opportunities across a wide range of markets, including mixed-use, office,
retail, residential, and industrial.Prior to joining StonebridgeCarras, Mr. Poole worked at EDENS, a retail
REIT, providing support to the firm’s capital markets, development, and investment activities. He also
worked at Bank of America Merrill Lynch, formerly Banc of America Securities LLC, where he assisted
in structuring investment-grade debt offerings totaling more than $2 billion for clients within the REIT,
lodging, and homebuilding sectors. Mr. Poole earned his Bachelor of Science from Clemson University.
He is a member of the Urban Land Institute (ULI) and serves as chairman of ULI’'s Mentorship Program
Committee. He is also a member of the D.C. Real Estate Group.
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Kaushambi Shah

Urban Designer
Rockville, MD

Kaushambi Shah is a LEED accredited Urban Designer/Planner with a background in Architecture. She
has 12 years of experience in the private sector, including design and planning in the domestic as well
as international realm. Besides working on projects in U.S. cities like Philadelphia, Washington D.C.,
Baltimore, Boston, Fairfax and smaller towns in New York, she has also worked on projects in India, China,
Saudi Arabia and Abu Dhabi. Her project experiences range from design of Entertainment Cities, Mixed
Use Town Centers, Campus Plans and Redevelopment, Resort Communities, Residential Communities,
Waterfront Developments and Transit Oriented Development.

She holds a Bachelor in Architecture form the University of Mumbai, India and a Masters in Urban Design
from the University of Michigan, Ann Arbor. She is a member of the American Planning Association and
Urban Land Institute, and an enthusiastic supporter of the Urban Land program by ULI.

Tammy Shoham
JLL
Washington, DC

Tammy Shoham recently joined JLL as a Vice President and leads Research Advisory services for the
Mid-Atlantic region and nationally. With almost a decade of experience consulting for public agencies, aca-
demic institutions, and private developers, Ms. Shoham brings to JLL a nuanced understanding of market
feasibility and development economics. Prior to joining the JLL, Ms. Shoham served as a Vice President of
Economic Development and Research for the Capitol Riverfront BID. Prior to the BID, Ms. Shoham served
as Vice President with RCLCO and a Senior Associate with ERAIAECOM.

Ms. Shoham received her Master in City Planning from Massachusetts Institute of Technology and a
Bachelor of Business Administration from The University of Texas at Austin. She is an active member of
the Urban Land Institute (ULI), serves on ULI’'s Washington-Baltimore Regional TOD Product Council, and
is a steering committee member of ULI's Women’s Leadership Initiative.

Dawn Volzs
Dewberry
Rockville, MD

Dawn Volz is a member of the Planning and Landscape Architecture team for the Dewberry Rockville
office. Dewberry is a multi-disciplinary consulting firm specializing in Civil Engineering, Land Planning,
Landscape Architecture and Surveying. Her involvement spans all stages from initial concept and fea-
sibility through entitlement and final design/construction phases. As a designer, she has worked on a
variety of projects, including Urban and Mixed-Use Planning, Adaptive Reuse and Infill, Site Planning,
Green Roofs and Public Space Place-Making. She enjoys the challenges that each new design oppor-
tunity brings and strives to create balanced spaces that are thoughtfully designed, aesthetically pleasing,
functional and sustainable.
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Ms. Volz is an active ULI member and is currently on the Steering Committee of ULI's Women’s Leadership
Initiative (WLI). She received her Bachelors of Landscape Architecture from Penn State.

Patricia Larrabee
Facility Logix
Burtonsville, MD

Pat is the founder and President of Facility Logix. She has over 30 years of experience in the biotech-
nology industry, including several years as a bench researcher. For the past 20 years, Ms. Larrabee
has applied her technical end-user knowledge to the facility-related needs of the industry. She advises
developers and institutions across the United States and manages facility expansion and implementa-
tion programs for clients such as Covance, George Mason University, Integrated Biotherapeutics, Johns
Hopkins University, the Vaccine & Gene Therapy Institute, United Therapeutics, and the Wisconsin
Alumni Research Foundation. Ms. Larrabee has conducted numerous feasibility studies for shared wet-
lab co-work, incubation, and accelerator facilities and has developed life science strategies for economic
development groups across the country. Prior to founding Facility Logix, Ms. Larrabee was an Executive
Vice President at Scheer Partners. She holds an MS in Biotechnology Management and a BA in Biology
and sits on the Board of Women in Bio. In 2016, The Daily Record named Ms. Larrabee one of the Top 100
Women in Maryland.

Arlova Vonhm
Arlington County
Arlington, VA

Arlova J. Vonhm, AICP, is the Zoning Administrator for Arlington County, VA, a suburban county in the
Washington, DC metropolitan region known for its pioneering work in attracting and supporting high-den-
sity, mixed use development along the Metrorail corridors. Ms. Vonhm leads a 30-member team respon-
sible for interpreting, enforcing, and administering the Zoning Ordinance. Prior to joining Arlington County,
Ms. Vonhm worked as the Zoning Update Manger for the District of Columbia Office of Planning, leading a
comprehensive effort to rewrite and reorganize the city’s 50-year old zoning ordinance.

Ms. Vonhm received an undergraduate degree from the University of Virginia and a Master of Urban and
Regional Planning from the University of Michigan. Ms. Vonhm served as a board member of the National
Capital Area Chapter of the American Planning Association for six years, creating and promoting continu-
ing education opportunities for planners in the DC metropolitan region. Mr. Vonhm is a Chicago native and
currently resides in Northeast Washington, DC with her husband Mainlehwon and their son Jackson.
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