THE PRINCE GEORGE’S COUNTY GOVERNMENT
Office of Audits and Investigations

July 10, 2019

TO: Robert J. Williams, Jr.
Council Administrator

William M. Hunt
Deputy Council Administrator

THRU: David H. Van Dykg}(d

County Auditor

FROM: Inez N. Clagge
Senior Legislative Auditor

RE: Fiscal Impact Statement
CR-056-2019 Payment in Lieu of Taxes Agreement (PILOT) for Suitland Senior Residences
at Town Square

Legislative Summary

CR-056-2019 approves the terms and conditions of a Payment in Lieu of Taxes (PILOT) Agreement (the
“Agreement”) by and between Suitland Senior, LLC (Owner) and the County.

Background

The Owner proposed to acquire land and construct a development consisting of one-hundred and thirty-
seven (137) multi-family, residential, mixed-income apartments with related facilities, for seniors, ages
sixty-two years and older. One hundred and thirty-three (133) of the units will be reserved for low-to-
moderate income seniors, and the four (4) units will be rented to seniors for market rate with no income
restrictions. The Project is located inside the Capital Beltway at the Towne Square at Suitland Federal
Center (2901 Toles Park Drive, Suitland MD). The proposed Project will consist of one hundred and
twenty (120) one-bedroom units, and seventeen (17) two-bedroom units. Proposed rental rates were
proposed to range from $1,025 to $1,275 per month for the one-bedroom, and from $1,228 to $1,575 per
month for the two-bedroom units. Attachments A-1 to A-3 to the Resolution provide a description of the
Project along with the anticipated financing estimate. Attachment B to the Resolution provides the terms
of the proposed fifteen (15) year PILOT agreement.
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Resource Personnel

e Pamela Wilson, Housing Development Program Manager, Department of Housing and Community
Development

e Adam E. Kulikowski, Senior Underwriter, Department of Housing and Community Development

Assumptions and Methodology

According to staff in the Department of Housing and Community Development (DHCD), the development of
the Suitland Senior Residences at Town Square will increase annual County real property tax revenue. Upon
completion, the Project’s annual real property assessed value will be approximately $9,681,718, and the annual
County real property tax due on the Project will be an estimated $96,817, should the assessment and County
real property tax rate remain constant. Factoring in an annual 3% increase, the County would receive real
property taxes equating to approximately $1,800,682 (see Exhibit 1) over a 15-year period.

CR-056-2019 proposes a PILOT agreement for the Project’s affordable units that shall become effective on the
date of execution of the PILOT agreement. Under the Agreement the obligation to pay negotiated payments in
lieu of taxes on the Project’s affordable units shall commence beginning the first full tax year from the date of
substantial completion of the Project, as defined within the Agreement. The Agreement shall remain effective
until the termination date, as defined within the Agreement. Under the PILOT, the Owner agrees to pay an
annual payment of $12,779 ($9,952 PILOT payment for the affordable units, and a $2,827 tax burden on the
market rate units), for the first year, which shall increase by 3% each year thereafter for the fifteen (15) year
term of the Agreement. All other agency taxes are to be paid in full, each year. Over the 15-year period, the
estimated PILOT payments total $185,104 (see Exhibit 1) and the estimated cumulative deferred real property
tax is $1,563,004. The annual County tax burden on the market rate units totals $52,575 (see Exhibit 1), over
the 15-year period. Upon transfer or conveyance of the Property due to a foreclosure or a deed in lieu of
foreclosure, the exemption from payment of real property taxes shall expire and all deferred real property taxes
(the accumulation of the annual assessed real property tax less the total amount paid as minimum annual
payments) shall be due. Should termination occur, as defined within the PILOT Agreement, all payments due
under the PILOT Agreement shall be paid to the County within sixty (60) days.

Currently, the property is owned by the Redevelopment Authority and no real property tax is assessed or
collected.

Fiscal Impact

o Direct Impact

Development of the Project will result in approximately $1,800,682 in additional real property tax revenue
to the County over the next 15 years, as a result of development of the Suitland Senior Residences at Town
Square. This amount is the difference between the current annual County real property tax being collected
on the property and the estimated County real property tax of the Project after development, combined
over a 15-year period.

Adoption of CR-056-2019 would result in an adverse fiscal impact for the County of approximately
$1,563,004 (see Exhibit 1) related to the Project’s PILOT Agreement, over a 15-year period. This amount
is the difference between the developed Project’s estimated annual County real property tax and the
cumulative value of the annual PILOT payments and County tax burden on the market rate units,
combined over the 15-year period.
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Should CR-056-2019 not be adopted the Owner may decide not to purchase and develop the Property as
proposed and the County would receive no real property tax revenue from this property.

e Indirect Impact

Adoption of CR-056-2019 may result in indirect economic benefit to the County derived from the result of
improvements made to the Property, and which may occur within the surrounding community, The
proposed Resolution may have a minimal adverse effect on the workload of staff within the Office of
Finance who track the annual payments and ensure compliance with the PILOT provisions. Should the
Project not be developed, the County would not realize the economic benefits which may result from
development.

Appropriated in the Current Fiscal Year Budget

Not applicable.

Effective Date

The proposed Resolution shall be effective on the date of adoption.

If you require additional information, or have questions about this fiscal impact statement, please call me.
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