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L A K E FO R E S T M A LL
701 Russell Avenue, Gaithersburg, MD 20877

Property Status
Economic Development Opportunity

LAKEFOREST MALL
701 Russell Avenue, Gaithersburg, MD 20877
Property Status &
Economic Development Opportunity
OVERVIEW
On Tuesday, August 22, 2017, a substitute trustee’s sale of four parcels known as Lakeforest Mall occurred. However,
the four (4) parcels auctioned did not include the department stores of Macy’s, Sears, JC Penney and Lord & Taylor. The
winning bidder, at $19.1 million, wasn’t a new “owner.” This foreclosure auction allowed the lender to take control of the
mall’s central spaces. By late 2017/early 2018, these same parcels will be on the market, once more.
This report examines the following:
•
•
•
•
•
•
•
•

The properties and ownership that comprise Lakeforest Mall
The legal constraints affecting development and re-use
Advantages and disadvantages of the collective properties
The Five Mile Capital Partners experience
Interviews with various professionals
Frequently Asked Questions
An economic development strategy, maximizing the resources of local government
Partnership opportunities

Lakeforest Mall
3 Star Retail
Super Regional Mall
Gross Leasable Area of
1,043,145 square feet
Built 1978
SOURCE CoStar

PROPERTY DESCRIPTION
Despite its appearance, Lakeforest Mall is a collection of eight (8) separate parcels, owned by five (5) different entities.
Boundary lines are not readily apparent, as parking fields and access points lack visual evidence of any borders other than
the greater perimeter; buildings appear to be joined.
Figure 1: Lakeforest Mall: All tax parcels
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On August 22, 2017, Tidewater Auctions, LLC conducted a foreclosure auction of four (4) parcels owned by
Lakeforest Owner LLC. The foreclosure action was limited to only those parcels controlled by Five Mile capital. These
parcels include the in-line retail spaces connecting the four department stores, related parking fields, and three (3)
stormwater management ponds.
Figure 2: Tax parcels auctioned on August 22, 2017
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In total, the combined land area exceeds 100 acres, with improvements of more than 1,000,000 square feet.
Table 1: Parcel ownership, size and use
Source: Maryland Department of Assessments and Taxation
(Updated 9/24/2018)

Real Property
Address

Owner

Land Area

Building Size

Use

701 Russell Avenue

US Bank National Association

1,332,936 sq. ft.

409,447 sq. ft.

Montgomery Village Avenue

US Bank National Association

271,814 sq. ft.

0 sq. ft.

Stormwater Management

Montgomery Village Avenue

US Bank National Association

118,047 sq. ft.

0 sq. ft.

Stormwater Management

Montgomery Village Avenue

US Bank National Association

349,992 sq. ft.

0 sq. ft.

Stormwater Management

701 Russell Avenue

J C Penney Properties Inc

553,874 sq. ft.

143,060 sq. ft.

Retail (J C Penney)

701 Russell Avenue

May Properties of MD Inc

614,196 sq. ft.

152,552 sq. ft.

Retail (Macy's)

701 Russell Avenue

NW Gaithersburg LLC

668,210 sq. ft.

181,214 sq. ft.

Retail (Sears)

701 Russell Avenue

LT Propco LLC

535,788 sq. ft.

149,644 sq. ft.

Retail (Lord & Taylor)

4,444,857 sq. ft.

1,035,917 sq. ft.

TOTAL
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Retail (multi-tenant)

Tax revenue from the real property contributes more than $300,000 to the City, annually. However, Montgomery
County receives more than $1 million. In addition to real property tax revenue, the mall’s tenants also generate business
personal property tax revenue. That revenue follows a depreciation schedule, depends upon the investment made by each
tenant, and has not been included in this analysis.
Table 2: Tax revenue generated from each parcel
Source: Montgomery County, MD Department of Finance

Updated 9/24/2018

Taxes
Address

Owner

Assessed Value
(1/1/2018)

City Real Property
Taxes (2018)

County Real Property
Taxes (2018)

State Real Property
Taxes (2018)

701 Russell Avenue

US Bank National Association

$78,231,600

$204,966.79

$703,067.39

$87,619.39

Montgomery Village Avenue

US Bank National Association

$24,400

$63.93

$219.28

$27.33

Montgomery Village Avenue

US Bank National Association

$10,600

$27.77

$95.27

$11.87

Montgomery Village Avenue

US Bank National Association

$45,833

$120.08

$411.90

$51.33

701 Russell Avenue

J C Penney Properties Inc

$7,065,300

$18,511.09

$63,495.84

$7,913.14

701 Russell Avenue

May Properties of MD Inc

$10,694,300

$28,019.07

$96,109.67

$11,977.62

701 Russell Avenue

NW Gaithersburg LLC

$10,139,300

$26,564.97

$91,121.88

$11,356.02

701 Russell Avenue

LT Propco LLC

$10,169,600

$26,825.25

$91,394.19

$11,389.95

$116,380,933

$305,098.95

$1,045,915.42

$130,346.65

TOTAL
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CONSTRAINTS UPON DEVELOPMENT & RE-USE
RECIPROCAL EASEM ENT AGREEMENT
Maryland Land Records, Montgomery County
Liber 4859 Folio 7
Amended Liber 5069 Folio 467

Relationships between property owners, utility providers, government and other parties are documented through
various agreements. With Lakeforest Mall, a Reciprocal Easement Agreement (REA) identifies the roles and responsibilities of
the property owners. Terms of the agreement impose maintenance responsibilities and costs on the owners, with the
burden mainly upon the owner of the “enclosed mall” (in-line space). The REA also limits each owner’s ability to develop
out parcels, and restricts the “enclosed mall” owner’s ability to demolish and/or change use of its spaces without consent
of the remaining four property owners.
Modification of the REA requires consent from all property owners. Changes must be approved and recorded in
Maryland Land Records. Thus, modifications become public information. If/when properties change ownership, the REA
terms transfer to the new owner.
EXAMPLES OF LAKEFOREST RECIPROCAL EASEMENT AGREEMENT-GOVERNED ACTIVITIES:

The owner of the in-line space, related parking fields and stormwater management areas must:
• Maintain common areas, including those owned by the four other owners
o "inspect, maintain, repair and replace" parking areas, malls, curbs and sidewalks ("other than Perimeter Sidewalks which are the obligation
of each Party on its respective Parcel")
o remove snow, ice, "waters," filth...
o directional signs, markers, lights, striping
o parking area lighting
o Common Area landscaping ("in a first-class and thriving condition")
o drainage lakes
o "Furnish mosquito and pest abatement controls, as necessary"
o Common Area Utility Facilities
o traffic control and security patrol
NOTE: For the above items, "Each Major shall share in the expenses incurred by Developer..." – meaning that the in-line owner
can anticipate collections issues
• Operate and maintain the enclosed mall in "first-class order," including public restrooms, HVAC and sprinklers
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The owner of the “enclosed mall” must continue to operate retail spaces:
• “…those portions of the Enclosed Mall connecting the Main Buildings of…” of the anchors
• “…for the 30-year period commencing with the Center Opening Date, and so long thereafter as the Main Buildings of two Majors are being
operated as retail stores"
A department store (“Major”) may raze or remove its main building:
• “…at any time after 30 years from the center Opening Date…”
• “In the event a Party elects to raze or remove their said building(s), said building area shall be left in the same condition… and shall become part
of the Common Area as therein provided until built upon…”
Termination of the Reciprocal Easement Agreement is tied to the “Center Opening Date” of March 6, 1979:
• “...unless terminated sooner... the obligations hereunder shall remain binding and the reciprocal easements in the Common Area shall remain in
full force and effect until the expiration of sixty-five (65) years from the date hereof..."
Changes to the Reciprocal Easement Agreement excluding or terminating a party require a signed document, to be recorded in Maryland
Land Records:
• “Upon request of a Party, all Parties shall sign and exchange an instrument in recordable form evidencing the exclusion of a Party's Parcel or
termination of this REA as the case may be..."
ENFORCEABILITY OF RECIPROCAL EASEMENT AGREEMENTS

Nearby, White Flint Mall presents an example of the impact a Reciprocal Easement Agreement has on shopping center
redevelopment. That mall’s redevelopment effort has included a high profile dispute between the developer/owner and
the remaining anchor, Lord & Taylor – a fight now mythologized in industry-related publications.
While the dispute worked its way through the court system, the developer/owner demolished the enclosed mall. Lord
& Taylor remains standing.
This case is especially relevant since the property and parties are located in the same county. In 2017, the Fourth
Circuit Court of Appeals affirmed a $31 million verdict in favor of Lord & Taylor. The following excerpt of a 2016 article
in a widely circulated publication summarizes the circumstances and risks associated with challenges to a Reciprocal
Easement Agreement.
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EXCERPT

The Lord & Taylor Case: A Cautionary Tale for Redevelopment Projects
By Gary S. Kessler & Philip G. McNicholas  Kessler Collins, PC  Dallas, TX
Shopping Center Law & Strategy
Fall 2016

Every once in a while, a jury reaches a verdict that strikes fear in the hearts of many attorneys.
These judgments often fall into one of two categories–either the damage award is startlingly high or
the basis for awarding any damages appears to defy logic. A recent Maryland district court jury
verdict that is currently under review by the U.S. Court of Appeals for the Fourth Circuit may qualify
under both categories. The suit involved an anchor tenant of a shopping mall ﬁling suit against the
mall’s owners for initiating redevelopment efforts to survive decreasing public interest in malls.
Despite the owners’ plan being uniformly commended by the public and local government, the
anchor tenant possessed certain rights against large-scale alterations under a reciprocal easement
agreement. The anchor tenant sued for approximately $66 million after the redevelopment process
commenced without the tenant’s permission in writing. A six-person jury ultimately found in favor of
the anchor tenant for $31 million. Both sides have appealed to the Fourth Circuit, the mall asserting
that the anchor tenant will ultimately see increased proﬁts due to the redevelopment, and the
anchor tenant seeking to recover the full $66.4 million it sought in the district court…
Practice Tips and Conclusions
Unlike other contracts, a party to an REA generally can enforce its rights under the agreement
without any evidence of damages suffered as a consequence of the breach. Thus, the primary lesson
to be taken from the Lord & Taylor proceedings should be that when dealing with an REA, always get
a waiver of rights in writing before taking any potentially violative action. This rule applies even if the
proposed action appears on its face to beneﬁt all parties to the REA. This rule also applies even if the
other party to the REA provides an oral waiver of its rights or does not object immediately upon
learning of a proposal that violates the REA. To prevent what could be an incredibly costly lawsuit and
immense damages award, assume that permission has not been granted unless it is provided in
writing.
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CO N ST R AI NT S U PO N DE VE LOP ME N T & R E- U SE ( c ont i nue d )

DEBT ON REAL PROPERTY

Whether a property is used to secure debt affects how a property owner will behave when faced with future
uncertainty. For example, a debt-free property could be performing financially – with no debt payments, cash flow could
meet desirable thresholds. A different corporation with real estate unencumbered by debt could choose to borrow against
its assets to raise necessary capital. A third corporation with different objectives might choose to sell debt-free locations to
raise funds. A foreclosure on a single location or a corporate bankruptcy can force a sale.
The actions of a particular company at other locations indicate likely behavior at Lakeforest Mall. Lord & Taylor tends
to retain store locations – a story known well from the White Flint Mall redevelopment. Sears, with its frequent
announcements of store closings, dispositions of choice locations, and divestitures of some business units, demonstrates
an organization in flux, with future changes likely.
Lakeforest Owner LLC, with high outstanding debt, was foreclosed upon, with transfer of the property via auction
occurring on August 22, 2017. (NOTE: Title has not officially transferred from Lakeforest Owner, as of this report’s date.)
A search of the Maryland Judiciary case records found no open cases for property owners J C Penney Properties Inc.,
May Properties of MD Inc., SRC O P Corporation or LT Propco LLC. Lakeforest Owner LLC had two (2) open cases
related to its foreclosure.
Below is a summary of the recorded debt associated with each property, as of September 11, 2017. Recorded debt will
show the amount of the original principal. A separate, private subscription data source reported a delinquent loan balance
of $80,377,867.07 for Lakeforest Owner LLC, as of September 2016 - a story repeated in the media.
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Table 3: Debt by parcel ownership
Source: Maryland Land Records

Recorded Debt
Address

Owner

Date

Amount

Liber/Folio

8/31/2012

$82,000,000.00

44917/194

701 Russell Avenue

Lakeforest Owner LLC

Montgomery Village Avenue

Lakeforest Owner LLC

with above

Montgomery Village Avenue

Lakeforest Owner LLC

with above

Montgomery Village Avenue

Lakeforest Owner LLC

with above

701 Russell Avenue

J C Penney Properties Inc

701 Russell Avenue

May Properties of MD Inc

701 Russell Avenue

SRC O P Corporation

11/24/2003

$12,152,000.00

27036/653

701 Russell Avenue

LT Propco LLC

11/1/2013

none (debt satisfied)

48012/451

6/23/2016

multi-site

52830/438

none recorded
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CONSTRAINTS UPON DEVELOPMENT & RE-USE (continued)

MONTGOMERY COUNTY COUNCIL RESOLUTION
Resolution Authorizing the Condemnation of Land, Optional Procedure Advance Taking
Maryland Land Records, Montgomery County
Liber 8862 Folio 785
PERPETUAL NON-EXCLUSIVE EASEM ENT AGREEMENT
Maryland Land Records, Montgomery County
Liber 18017 Folio 548

Development of surplus parking areas (out-parcel development) depends upon each owner’s ability to sell or lease land
area to third parties. Common examples of out-parcel development found in other shopping malls are free standing
restaurants. While the Reciprocal Easement Agreement mandates that all owners must agree to these sales or leases,
another constraint applies to land area at the corner of Lost Knife Road and Odend’hal Avenue, where Montgomery
County established a Transit Center.
In 1988, the Montgomery County Council passed a resolution to condemn land area of 2644 square feet for
construction of a Lost Knife Bus Turnout, and guaranteed a to-be-determined payment in compensation to the owner.
Earlier, the County had entered into negotiations with then-owner Lake Forest Associates but the parties could not agree
upon terms for an option contract.
In 1995, Lakeforest Associates (“Grantor”) agreed to a perpetual non-exclusive easement to Montgomery County
(“Grantee”), protecting the location of the current Transit Center. By definition, a perpetual easement lasts without any
limitation of time and remains binding regardless of changes in property ownership. In this instance, an agreement
specifies the use and accommodates a situation under which the easement would terminate.
The estimated land area is approximately four (4) acres and solely within the limits of the largest parcel that includes
the enclosed mall (tax ID 09-01806937).
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Figure 3: Montgomery County Perpetual Easement
Prepared from “Exhibit C” at MD Land Records Liber 18017 Folio 553
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RELEVANT EXCERPTS FROM THE PERPETUAL EASEMENT GRANTED TO MONTGOMERY COUNTY

The easement is only for a transit center:
• “In the event the Easement Area ever ceases to be used as a bus passenger shelter area for a period of time in excess of six months, then, the
Easement Area shall revert to Grantor and this Agreement shall be deemed terminated…”
The area named in the easement agreement further limits the County’s use of the property:
• “The Easement Area and the improvements to be located therein shall only be used, if at all, for the pick up and drop off of bus passengers
and shall not be used for bus parking, storage or maintenance, commercial activities of any sort for any other purpose or purposes without the
prior written consent of the Grantor.”
The agreement prohibits the Grantor (owner of the property) from developing the area:
• “Provided that the Easement Area is used and operated for a bus passenger shelter area, Grantor shall not erect… any buildings or structures
within the Easement Area.”
If the County wants to remodel the Transit Center, then the Grantor has an opportunity to approve the proposed changes:
• The County “…shall submit to Grantor for its approval all plans and specifications for the construction of the improvements (including the
Transit Station)… including signage and landscaping plans, and Grantor shall approve or disapprove such plans and specifications within 30
days… failing of which the same shall be deemed approved.”
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LOCATION ADVANTAGES & DISADVANTAGES
Changing retail trends have affected shopping malls across all locations, but each mall has unique locational
characteristics. The success or failure of a repositioning or redevelopment depends upon those characteristics.
Fundamentally, it is the advantages and disadvantages of the properties as viewed in the context of the local real estate
market.
Table 4: Locational Issues

Advantages

Disadvantages

Parcel size

Fractured property ownership

Transportation access (I-270, MD Rt. 355,
Montgomery County Transit Center)

Tenant failures (large & small)

Real estate market demand
(albeit for uses other than retail)

Declining tenant demand

Population density; population growth

Competition from newer retail locations

Strong job market / low unemployment

Deferred maintenance;
lack of capital investment

High household income

Changing customer behavior

Track record with investors (especially REITs)

Declining lease values

Walk Score© of 73 ("Very Walkable")

Legal constraints on property re-use
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FIVE MILE CAPITAL: WHAT HAPPENED?
ACQUISITION
Acquired via Deed in Lieu of Foreclosure
Date:
August 31, 2012
From:
Lakeforest Associates LLC (Mills Super-Regional Mall GP, LLC)
Price:
$ 102,500,000
Financing: Assumption of $ 82,000,000
Cash payment of $ 20,500,000
SUMMARY:
By 2012, the “seller” (Mills, later Simon) had defaulted on its debt payments, and the lender sought a “buyer” for the
real property.
The seller had total debt of $ 116,071,334.06, which was divided between an “A Note” ($ 82,000,000), and a “B Note”
($34,071,334.06.) The lender released the “B Note” when “buyer” Lakeforest Associates (Five Mile Capital) assumed the
“A Note.”
Translation: Five Mile Capital acquired Lakeforest Mall at a discount, investing $20,500,000 in equity. The company
made essentially no payments on the principal of the loan it assumed.
SOURCE: Maryland Land Records Liber, beginning 44917/Folio 194
REDEVLOPMENT PARTNERS
Hines (www.hines.com)
Hines, a global real estate investment, development and management firm, began working with Five Mile Capital. A
Hines representative met with City and County staff in multiple meetings, discussing topics related to redevelopment of
the entire mall – planning, feasibility, infrastructure, and financing. However, Five Mile Capital never formalized a
relationship with Hines. Later, City staff learned that Hines received no payment for its services, which appeared to be an
effort at cultivating a future business relationship (“business development”).
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StreetMac, LLC (www.streetmac.net)
In December of 2015, Five Mile Capital informed City staff that StreetMac, a commercial real estate advisory firm, was
the new property manager, and also an equity partner. The relationship with Hines had never been formalized. A new team
- including Five Mile, StreetMac, and Lessard Design (an international architecture and planning firm) - met with City
representatives.
Five Mile Capital & StreetMac presented two concept designs. Common to each were:
 In-line and anchor spaces remain; recognizing existing critical mass of regional retail and "locational value"
 Transformation of in-line space by conversion to "outward facing" retail and lifestyle tenants, particularly
junior anchors (example: Dave & Busters, restaurants, theater)
 Structured parking and new construction added to current parking fields
o residential (up to 5 stories)
o commercial (ground floor retail, office)
 Creation of a road network through site; establishing "main street" type environment
Near-term improvements were to include improvements to mall entrances; articulated facades and new junior anchors.
The time-frame for ultimate redevelopment of the mall? 30 years out.
The four anchor owners were “not yet partners” in the redevelopment concept, a significant factor since the Reciprocal
Easement Agreement requires consent from all owners for any changes to the properties.
FAILURE OF LEASING EFFORTS
By late Summer 2016, the following was known:
• Key staff at Five Mile Capital were gone.
• Tenant recruitment of new junior anchors had failed.
• Local mall staff was responsible for lease negotiations; StreetMac had no corporate presence.
• Five Mile Capital had not budgeted for capital improvements.
o Near-term improvements named above were never budgeted.
o The company could not make physical changes to the property to attract tenants.
• The loan was in special servicing as of 7/20/2016.
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INTERVIEWS
In a variety of interviews with representatives from the special servicer, asset manager, former “partners,’ anchor store
owners and potential interested buyers, the following information was reported.
•

Five Mile Capital acquired its parcels with a strategy of increasing the property’s cash flow through better
leasing in the near-term, with the intention of selling its parcels for a profit. The company did not intend a large
scale redevelopment.

•

Transfer of Five Mile Capital’s property to C-III Asset Management should be complete by December 2017.
C-III has a fiduciary responsibility to liquidate the property quickly and for the highest value.

•

“The next owner will operate the property as a mall. Retail will remain.”

•

Potential buyers include “bottom feeders” (private capital looking for a value), owners specializing in retail
properties, and other investors who lack experience with similar properties.
o “The project requires patient capital or great stupidity.”

•

Anchor owners will continue to operate properties as department stores until a future, alternative use proves to
be undeniably more valuable. The determination of what is more valuable can vary, depending upon store
performance and debt on real property.

•

Observations on development potential:
o Ownership of in-line space and one anchor is sufficient control to re-position the property.
o The County’s Transit Center is an asset. Relocate it toward the center of the site.
o Market demand could probably sustain three (3) anchors and a little less in-line retail.

•

Endemic to shopping malls across the country, Reciprocal Easement Agreements generate “horse trading”
among department store owners. As one real estate professional said, “A game of trading. It’s our life.”
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FREQUENTLY ASKED QUESTIONS

Q. Why doesn’t the City of Gaithersburg simply rezone all the land that is Lakeforest Mall and change
the permitted uses to encourage redevelopment?
A. Eventually, the seven parcels could be rezoned – following the process required in the City’s municipal code –
and allowing more uses would support new investment. However, zoning isn’t the only legal method of controlling land
use.
The original owners of the properties agreed to a binding Reciprocal Easement Agreement which imposes limitations
on the uses allowed. All the property owners must agree to any changes to the REA. Until they all agree to any
modifications, the enclosed mall area will remain as retail space and subdivision, out parcel development, or substantial
change in uses would face legal challenges.

Q. If the City bought the enclosed portion of the mall, wouldn’t that expedite the start of redevelopment?
A. Short answer: no.

•

The Reciprocal Easement Agreement requires that the owner of the enclosed mall continue to operate the
space as retail.

•

Using City funds for acquisition of the property would mean the City would have significantly less money
to subsidize other facets of a redevelopment, such as public spaces and infrastructure.

•

The City would owe real property and personal property taxes to the State and County. When local
government owns real estate that it does not use for government functions, the property is not exempt
from taxation.

•

Property maintenance costs will continue to increase at Lakeforest as the structures ages. Meanwhile, rental
income will continue to decline. Ownership of the mall would require subsidy from the City’s General
Fund, diverting resources from basic government functions.
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Q. Why doesn’t the City of Gaithersburg use eminent domain to “take” the mall?
A. Eminent domain is the method by which a political subdivision may take private property for public use. When
local government acquires property via eminent domain, it pays the property owner a fair market value.
Even if the City could take ownership via eminent – or ownership via a third-party nonprofit – with the intention
of selling the property to a buyer with aggressive redevelopment plans, the City would do so at a financial loss. Also, all the
hurdles mentioned in the above answer would still impede new development.
In weaker real estate markets, local governments have used third-party nonprofits to hold title to real estate while a
buyer is sought. These efforts require financial subsidies and are appropriate when the private sector will not invest in
acquisition. Fortunately, Gaithersburg’s market continues to attract desirable investors such as Real Estate Investment
Trusts.

Q. Can’t the City intervene and renegotiate the Reciprocal Easement Agreement with the five property
owners? That agreement seems to prevent real change.
A. The Reciprocal Easement Agreement (REA) places significant responsibility on the owner of the enclosed mall
to the benefit of the four anchor stores. There’s little incentive, presently, for the anchors to agree to revisions. If/when
the anchors experience certain market pressures (such as store closure or a buyer for an out parcel), then each will likely
consider changes.
Let’s “crystal ball” this issue. Each owner of the department stores has a fiduciary responsibility to its
owners/shareholders: maximize revenue, minimize losses and reduce risks. Each owns multiple locations. Before agreeing
to changes in an agreement that already is to its benefit, a company will use its leverage to assure that a modifications will
enhance its property value.
Revisions to an REA often involve multiple locations. For example, if JC Penney wants a change in the agreement
governing Lakeforest, then Macys might want a concession in an agreement for a mall in the Midwest where both
companies have stores. Bartering is the method used to change REAs.
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Q. What happens next? Will the mall close? What will the current owner of the center space do with the
property?
A. The mall isn’t closing. The current owner is the jilted lender - a group of private capital investors that
foreclosed upon the enclosed mall area and related land. The lenders’ representative intends to sell its four parcels within
three years. With high probability, the next owner will (1) operate the space as retail (a given, considering the terms of the
Reciprocal Easement Agreement); (2) acquire the parcels for the potential revenue generated by the tenants. That next
owner may – or may not – have an interest in redevelopment.

Q. Could the City have bought Lakeforest Mall at the foreclosure auction, held in August 2017? Didn’t
the winning bidder pay just $19.1 million?
A. No. But let’s break this answer into parts.
1. The entire mall was not auctioned, only the four (4) parcels owned by Five Mile Capital. The department
store properties were not part of the auction.
2. A foreclosure auction is method by which a lender takes title to a property. Unless the bids approach the
amount of bad debt owed the lender, the lender will continue to out-bid the competition. That’s what
happened.
3. In summary, the entire mall did not “sell” at auction, and the “new owner” was the lender. The lender, via
C-III Asset Management, will sell the parcels within three years.
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STRATEGY
A viable strategy must balance the City’s resources, minimize risk to public sector resources, leverage private
investment, and have meaningful impact.
What follows is a dynamic framework, intended to change as ownership, market conditions, and opportunities evolve.
NOTES ON FORMAT
•

A broad GOAL captures the City’s long-term interest in Lakeforest redevelopment.

•

STRATEGIES build upon the fundamental purposes behind the operations of local government.

•

ACTIVITIES focus on functions and tools within the City’s control.

•

A logical numbering system allows for easy referencing when discussing components.

•

TIMEFRAME parameters assume that the owners of the various properties which comprise Lakeforest Mall
share a general desire to see redevelopment.
o In progress/0n-going:
Current activity
o Intermediate:
Within 2-5 years of owners’ determination to pursue redevelopment
o Long-term:
5 or more years after owners’ determination to pursue redevelopment

•

FISCAL IMPACT refers to the cost to the City.

•

EFFECTIVENESS, stated in relative terms of low, medium and high, seeks to distinguish activities which
further the GOAL.
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Table 5: Strategies & Activities

Goal:

The evolution of Lakeforest Mall into an economic center and cultural hub within the City of Gaithersburg.

Timeframe
Strategy 1:

Fiscal Impact

Effectiveness

in progress/
on-going

low

moderate

near-term

low

moderate

in progress/
on-going

low

moderate

Preserve tax revenue and property value; support real property income generation.
Activity

1.1

Assist asset manager of Five Mile Capital parcels
with disposition of its properties

1.2

Work with property owners to reposition
existing improvements

1.3

Support in-line owner's leasing efforts

1.4

Promote new private capital investment in outparcel development

near-term

low

moderate

1.5

Limit tax credits, payment in lieu, fee waivers to
circumstances in which public contribution has
meaningful impact

near-term

moderate

low

1.6

Upon adoption of a site plan that demonstrates
significant change, unleash financial incentives
such as Economic Development Toolbox

long-term

moderate

moderate
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Strategy 2:

Timeframe

Fiscal Impact

Effectiveness

near-term

low

moderate

intermediate

low

moderate

Preserve current and create future employment opportunities on site.
Activity

2.1

Assist ownership with marketing and tenant
recruitment

2.2

Encourage delineation of space for local
business start-ups and activities which
support entrepreneurship

2.3

Use redevelopment to diversify the employer
base

long-term

low

moderate

2.4

Use rezoning to support future commercial
and other employment uses beyond only
retail

long-term

low

high

2.5

Support future "destination" uses

near-term

low

high
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Strategy 3:

Timeframe

Fiscal Impact

Effectiveness

Discourage vacancy and blight.
Activity

3.1

Apply fair but effective code enforcement

in progress/
on-going

low

high

3.2

Assure public safety via cooperation between
Gaithersburg Police Department and property
owners

in progress/
on-going

moderate

moderate

3.3

Exploit State funding opportunities associated
with the location's status as a Sustainable
Community

near-term

moderate

moderate

3.4

Establish a new local incentive area, similar to
an Enterprise Zone

long-term

moderate

moderate

3.5

Evaluate opportunities for condemnation &
eminent domain when appropriate

long-term

high

moderate

3.6

Leverage public sector & foundation grant
opportunities on behalf of owners

intermediate

moderate

high

3.7

Use public-private partnerships to implement
facets of redevelopment

long-term

low

high
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Timeframe
Strategy 4:

Fiscal Impact

Effectiveness

Use public investment in on-site improvements to enhance this and neighboring properties.

Activity

4.1

Require enhanced connectivity in project
planning of road network in out-parcel
development or greater redevelopment of
the location in its entirety

4.2

long-term

low

moderate

Leverage Transit Center expansion to enhance
walkability and regional transit connectivity

intermediate

low

high

4.3

Plan and construct public uses (schools, parks,
recreational, cultural and other civic facilities)
on site

long-term

high

high

4.4

Create an owners/residents ad hoc
committee

intermediate

low

moderate

4.5

Maximize future BRT for transit oriented
development opportunities

long-term

low

high

4.6

Support construction of amenities that
contribute to place-making, such as
streetscape

long-term

moderate

high
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Strategy 5:

Timeframe

Fiscal Impact

Effectiveness

Demonstrate a commitment to environmental stewardship.
Activity

5.1

Support appropriate, innovative stormwater
management solutions to reduce impervious
area

long-term

low

high

5.2

Promote and reward Green Building
techniques in renovation and new
construction

long-term

low

moderate

5.3

Increase the tree canopy via application of
forest conservation requirements and
enhanced landscaping

long-term

low

moderate
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Timeframe
Strategy 6:

Fiscal Impact

Effectiveness

Use Planning regulations and tools to exploit impact of redevelopment.

Activity

6.1

Review 2009 Land Use Recommendations in
next Land Use and Transportation update to
ensure greatest flexibility in redevelopment
opportunities which support City Goals and
Visions

intermediate

low

moderate

6.2

Ensure any large scale redevelopment
provides connectivity and synergy with the
Frederick Avenue Corridor and does not look
“inward”

long-term

low

high

6.3

Leverage COG Activity Center and Plan MD
designations in establishing priorities for
transportation, infrastructure and other
enhancements

in progress/
on-going

moderate

moderate

6.4

Create a bicycle / pedestrian-oriented
footprint as new capital investment occurs

in progress/
on-going

moderate

high

6.5

Conduct feasibility analysis of any proposed
redevelopment uses

long-term

low

high
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PA R T N E R S H I P O P P O RT U N I T I E S

Future partners in a redevelopment should not be limited to those entities which will participate in the financial
costs and rewards associated with Lakeforest redevelopment. Rather, partners are defined as those parties which share an
interest in the goal of the properties’ transformation into an economic center and cultural hub.
Table 6: Future Partnership Opportunities

Future Partnership Opportunities
Montgomery County Government

Anchor & Enclosed Mall Owners

Adjacent Property Owners

Future Tenants (public & private sector uses)

Local Residents

Real Estate Developers (for-profit & non-profit)

State Government

more…
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