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A short drive from the soon-to-be redeveloped RFK Stadium site in
Southeast Washington, a red-brick building known as the Ethel has
been lauded by Mayor Muriel E. Bowser (D) as the kind of development
needed to solve an affordable housing crisis in one of the most
expensive regions in the country.

All 100 one-bedroom units come with social services for the formerly
homeless people who live there, mostly rent-free — a response to the
intense needs in a city where tent encampments have been common.

But it’s not only residents who have benefited.

The building’s developers are collecting millions of dollars more than
housing finance experts say would normally go to developers for such a
project — money flowing from a cascade of government subsidies
approved by city officials, a Washington Post investigation found.

. After acquiring the land for the Ethel from the District for a
nominal $10, the developers sold it for $7.1 million in a
complex transaction that still allowed the building to be built
there.
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. About half of that amount is to be paid to the developers
through revenue that largely comes from city rental vouchers
meant to benefit the building’s tenants.

. The Ethel avoids nearly $500,000 per year in local property
taxes because the developers claimed the company that owns
the building is controlled by a nonprofit organization that has
no actual control.

. Due in part to the property tax break, the Ethel will generate
hundreds of thousands of dollars each year in extra cash,
according to the project’s forecasts, money that will at first
finish paying the developers for the land formerly owned by the
city and will then go to them as “incentive management fees”
and “preferred returns” totaling more than $6 million by 2037.

The Post’s findings show that, thanks to the near-free land and tens of
millions of dollars in other subsidies, the developers stand to collect
more than $13 million in payouts during the building’s first 15 years of
operation if their projections hold. The payments come on top of an
$8.5 million developer fee, also funded through subsidies, that experts
say should alone have compensated them for undertaking the project.

“Bluntly, the taxpayers of D.C. are being screwed by this,” said Kirk
McClure, a professor emeritus for the public affairs school at the
University of Kansas and a former loan underwriter for the
Massachusetts Housing Finance Agency. He and two other experts who
reviewed the financial records at The Post’s request questioned whether
the District has adequate guardrails to prevent overpaying developers.

The partnership responsible for developing the Ethel is led by Chris
Donatelli, CEO of a Bethesda-based real estate development company,
and Bryan “Scottie” Irving, founder of D.C.-based Blue Skye
Development. Both men are longtime Bowser campaign supporters, and
both have repeatedly been among developers who received free or
heavily discounted land from the District in return for promises to build
affordable housing.



Bryan “Scottie” Irving, left, and Chris Donatelli, the developers behind the Ethel affordable housing
development. (Evy Mages/For The Washington Post)
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