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O£FICE OF THE COUNTY EXECUTIVE
[sizh Leggett Timothy L. Firestine
wnty Frecuiiv Chlef ddministiotive Qfficer
Clutrity Sxecuizve Ociober 29, 2008 _ inistrotéve Off

Wr. Robert D. Youngentob
President -

EYA. LLC

4300 Hampden Lane, Suite 300
Bethesda, MD 20814

Mr. Jonathan B, Cox
Seniar Vice President
. AvalonBay Communities, Inc.
7900 Eisenhower Avenue, Suite 300
Alexandria, VA 22314

Re: Leter of Intent — Smet Growth Trdtiative

Dear Msgrs, Youngentob and Cox:

This letter seis forth the basic terms znd conditions under which Mosmtgorery County,
Marviand (“County™) is prepered 1o enier fndo negotiations with Ealdn - Youngeniob Associates,
Inc. (“EYA™), aund AvalonBay Commmumities, Inc. (*AvalonBay™, concerning the apquisition and

disposition of eertein properiics associated with the folfillment of the County’s Smart Growih
Imigatve (“Letter of Intent™).

The County is the owner of 8 91 acre parcel of lznd along Crabbs Beanch Road in
Gaithershurg, Maryland, known as the Comnty Service Pack (“CSP™). “The CBP is bisected by
Crabbs Branch Road so that approximately 45 aores lie on the West side of Crabbs Branch Road
and spproximately 45 scres lie on fhe East side of Crabbs Branch Road. Sevemsl County
faciliies currently oécapy CSP West, including the Cotnty’s Equipment Maintenance Operation
Center, Coutty Lignor Wershouse and the Comniy’s public schools food preparation Fagilities.

The County Executive announced his Smart Growth Initiative, a comprehensive strategy
to better serve the public interests by relocating several County ngencies from their current.
outdated aad inadequate faciliftes to other more functional sites in the Coroty and to uilize the
properties being vacated by these Courty agencies o promote the “4 mart Growth™ ideals of
encouraging temsit-oriented mixed-use development in closc proxhty to public transit
Facilities.. One of the goals of the Smart Growth Initiative is to relocate the County facilities now
oceupying the CSP, and wpon such relocation, to develop the CS¥ with a tr. usit-oriented mmixed-
use development in accord with the 2006 Shady Geove Settor Plan {“Seetor ) 'an™).
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“The Sector Plan, which designates the area of the CSP lying 10 the west of Crabbs Branch
Road as “Metro Norfh-CSP? (“Metro North-CSE”) and fhe aren of the CSP lying 1o the east of
Crabbs Branch Roed as “Jeremiah Park”™ (“Jeremish Park™, cails for the relocation of the
existing facilities now on the CSP and outlines & plan for the redevelopment that shoold occur on
the CSP and nearby parcels. The Sector Plan specifically identifies the “Casey 6 & 7 Pexcels,”
corirolled by EYA, as suitable relocation sites for sore of the uses now on the CSP ‘West that
need to rem#in in the vicinity of the Shady Grove METRO and expressly contemplates
increasing the proposed density on the ('SP if jointly developed with the Casey & & 7 Parcels.
EV A was substantially tnvolved in the Sector Plag process and proposed the nse of Casey 6&7
Pacels to the County as potential relocation sites.

Under 2 joint development plan, the Sector Plan allows up to 40,000 square feet of retail
development, 133,250 square feet of office development, and 2,240 residential vrs, inchuding
-substantial mumbers of MPDU, TDR, and Wotkforce anits, to be developed on the tol CSP. OF
the total residential units allowed on the CSP by the Sector Plan, 2 maxirmm of 1,540 are
allocated to Metro North-CSP, including all bohus densities.

AvalonBay Conmmunitics, Ine. (“AvalonBay™) is the contract purchaser af & 514/~ acte
properiy located at 160 Edison Park Drive in Gaithessburg, Marylend (the “GF Tech Property™).
The GE Tech Property is improved with a 5-story, 375.000 square foct building that formerly
served as the headquartsrs Tor the Mational Gepgraphic Soclety. AvalonBay tesponded fo &
solicitation issoed by the County that sought potential relocation sites for facilities at the CSP.
AvzlonBay proposed to sell the GE Tech Propertty to fhe County, for use as & relocation site for
County facilities, in exchange for providing AvalonBay with an exclusive right to purchase 2
portion of the C8P. The County believes ther the GE Tech Propetty is better smted to serve es
the herdquarters for the administrative offices of the Counity’s public safety departments and Is
intorested in acquiring the propexty for that purpose.

County, EYA, and AvalonBay enter into this non-binding Le’fter of Intent end farther

describs their respestive intentions, m furtherance of toe Coumty’s Smart Growth Inftiative znd
the redexelopment of the CSP, as follows:

(1} Purchase and Sale Agresment fot the Casey 6 & 7 Parcels. County and EYA will use
commercially reasonsble efforts to enter into a binding Parchase and Sale Agreement, by
December 1, 2008, for the County's acquisificn of the Casey 6 aud 7 Parcels. It is the

_intention of fhe perties that, in addition to such other ferms &S are mutually agreed 10

between the two parties, the Purchase end Sale Agreement will inclnde the following
provisions:

(&) The pries to be paid for Casey 6 and 7 Parcels ghall be the fair market value, as
mutoally agreed to by EYA and County, based on the amount of residential and

office density permitted in the approved Phase If Preliminary Flan for the Casey 6
e . ST Parcels. . ' '
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(b) Closing shall be all cash znd shail occur on or before July 3, 2009,

(€) EYA and County will enter into an exchisive nepotiating period, for 180 days
affer execution of the Purchase and Sale Agreement, in which EYA. and Couty
chall use commercially reasonable efforis to oprer o a Master Planning
Agreement that wonld derail the role of EYA as the CSP Master Planner, as
firrfher described in paragraph (3) below.

(2) Purchase and Sale Agreemoent for the GE Tech Propertv. County snd AvalonBay shall
use commercially reasonable efforts to enfer into 2 binding Purchase znd Sale
Agreement, by December 1, 2008, for the County’s acquisition of GE "Tech Propezty.
Both County and AvalonBay acknowledge that they have beeri in extended negotietions
for the acquisition of the GE Tech Property. [1is the igtention of the parties that, in
sddifion to cuch other terras a3 are mmrually agreed to between the two pariies, the
Purchass and Sale Asresment will nelode the following provisions:

(2) The price to be paid for the GE Tech Property shall be the fair market vahue, as
mummally agreed to by AvalonBay and County in their respective sole discretion;

(b) AvalonBay will deliver title to the GE Tech Propeity free and clear of all
enenmbrances, inpluding, but not Hosited to, the existing financing {hat encumbers
the praperty;

(c) AvalonBay will terminate the existing lease of the GE Tech Property prior to
closing.

() In exchange for its agreement o sell the GE Tech Property, AvalonBay shall have
the opportunity 1o enter into an agresment as the Mhulti-Family Component
Developer to prrchase land for 600 multifarpily units andrelated retail cn Metro
North-CSP at the fair market velue price, inclading mutually agreed escalations i
fhat price, together with such other terms and conditions, that ars contained i an
agreernent, m form and substance mutnally agreeable to Avalon Bay mnd the
County, 10 be entered into at the same time as the Purchase and: Sale Agreement
Subject to an agreement befween Avalon Bay and EYA a8 w how density should
be allocated on the Metro North-CSP, AvelonBay may have a further first right of
oppormnity 1o purchase land for additional mulli-fermily vanits epproved for
development on the Metro North-CSP pursnant to the terms and conditions of a

purchase and sale agreement fo be entered futo ar the same time as the Purchase
and Sale Apreement

{3) Master Plasning Apyeement for the CSP. Following the execution of the Furchase and
Sale Agreement contemplated in Patagraph (1), County and EYA shall nse commezcially
reaspnable efforts to exter into a Master Planning Agreement for the CSP. 1t is the
intorrion of the parfies that, in eddition to such other terms as are mutually agreed to-- o -
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between the two parties, the Master Planning Agreement will include the following
Provisicus:

3) EYA shall serve as the CSP Master Planner. In its role as Maséer Planner, EYA
shall be responsible to oversee the Pre-Development Desicn Work (1o be
defined in the Master Planning Agreement), which shall inclede creating 2
Redavelopment Plan for the CSP that substmtially implements the Sector Plan
vision for the CSP.

b) The scope of work contemplated under the Master Planning Agreement in
acoordance with the Settor Plan shall be the Pre-Development Work necessary
tg create the redevelopment plan for the Comnty Service Park that will
tmplement fhe Sector Plan, maximize fhe allowsble density on the CSF, and
optimize the land value for the County. This work shall include (f) preparing
and seeking epproval of 2 prelinguary development concept plan (ibe
“Preliminary Concept Development Plaw™), () prepering and seeling
approval of a Preliminary Plen Applicarion (“Preliminary Plant Approval”),
(iii) preparing and seeking gpprovals of a Final Site Plan Application (“Final
Site Plan Approval®), and (iv) prepering and secking approval of a plat of
subdivision (“Subdivision Plat Approval.

¢} County and EYA shall mutiatly agree on 4 schedule of Performance Milestonzs
for EYA to complete the Master Planning Work. Such milestones will include,
but not be lmited to, preparation of a preliminary development concept for the
CSP, submission of a Preliminary Plan Application snd submission of a Final
Site Plan Application.

(&) 4 Tn exchange for performing Iis role as Master Flanner, EYA shall have the
Bght to purchase land on Metro North-CSP for 338 attached single family
artached 1mits, as provided in the Sector Plan, at the fair market value price
(includiog mutnally agreed additional price payments w0 compensste the County
should the units sell for prices greater than in 2008} and under temmns and
conditions es contained in the Master Planping Agreement. Subject to an
agreement between Avalon Bay and EYA &5 10 how density should be allocated
on the Metro North-C8P, EYA may have the forther first right of opportunity to
purchase land on the Meito North-CSP for addiiions! single family atfached wnits

pursvant to the terms and condidons of a purchase and sele agresment entered
into at the same time as the Purchase and Sale Agresment.

Comnty, EYA and AvalonBay agree not to market their respeciive properties which are
the subject of this Letter of Intent, or solicis, or negotiate for, or accept offers for the purchass of
such propertiss, or enter into any agreements for sale of such properties with other potential
purchasers, for & period of ninety (90) days after the date of this Letter of Intént. County, EYA
and AvalonBay shall have the right, at any time prior to the expiration of such ainety (90) day
perlod, w0 caneel or withdmw this Letter of Intent by written notice to the other party. If the
parties have not entered info the Purchase and Sale Agreements comteruplated by this Leétter of

@005

Intert; on or before the end of such ninety-(90) day pedod, then this Letter-of Intent-shall -
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atomaticelly fully and forever terminate and the parties ghall heve the right 1o market their
properties which are the subject of this Letter of Intent, or soliit or sccept offers for the purchese
or lease of such properties, and-to enter into and consummate agréements in conpecion
therewith, and this Letter of Intert shall be null and void. The forepoing provisions are referred

to as the “Exclusivity Provisions.”

This Letter of Ftent is and is fntended ondy to be an expression of interest, by the parties
siening and aceepting fhis letter, 1o the transaction hetein described, and in oo evert shall gxs
Letter of Intent ar any modifications hereof, or any correspendence in any form, negotliations,
submissions of draft contracts or other doguments, or any discussions, between the parties hereto
or their agents, counsel or employees shall be deemed to be or consfitite 2 binding contractual
agreement or other legally enforcesble obligation of any kind upon or among County, EYA and
AvalosBay 1o any such or any ofher matters, or an express or imphed duty of the parties fo
pegotiate or asres npon, exscate, deliver or consummaie any sgresment of any other documents

- concerming the properties which are the subject matter of this Letter of Intent. Any legally
binding obligation, if miy, shall be only as may be contained In the Purchase and Sale
Agreements mrufvally sgreed upon, executsd and delivered by the parties conceming the
properties that pre the subject matter of this Letter of Intent. Notwithstanding anything to the
contrary set forth i this Letier of Intent, the County expressty reserves the tight To acquire the
GE Tech Property and/or Casey 6 & 7 Parcels for a publfic purpose, in its sole judgment and
absohute discretion, through any mesans legally available to the County, including The exercise of
its power of Eminent Domain. AR such rights are expressly reserved by the County.

The County locks forward to working with BYA and AvalonBay on the County’s Smart
Growth Initiztive, Please have EYA. and AvilonBay execute the Letter of Intent and requrn it to

e,
St 1y,
Diane R Schwartz Jones
Assistant County Administrative Office for
Montgomery County, Marylend




