County Board Agenda Item
Meeting of January 24, 2009

DATE: January 22, 2009

SUBJECT: Approval of a Deed of Lease between Art Property Associates, LLC, as Landlord,
and The County Board of Arlington County, Virginia, as Tenant, for 11,132 Square Feet of
Space in a Portion of a Building Located at 1501 Wilson Boulevard, Arlington, Virginia (RPC #
16033001).

C. M. RECOMMENDATIONS:

1. Approve the attached Deed of Lease (“Lease”) between Art Property Associates,
LLC, as Landlord, and The County Board of Arlington County, Virginia, as
Tenant, for 11,132 Square Feet of Space in a Portion of a Building Located at
1501 Wilson Boulevard, Arlington, Virginia (RPC # 16033001); and

2. Authorize the Real Estate Bureau Chief to execute, on behalf of the County Board
of Arlington County, Virginia, the Deed of Lease and all related documents,
including, without limitation, any Memorandum of Lease, Memorandum of Lease
Termination, and all documents, present or future, concerning subordination, non-
disturbance, attornment, and estoppels, all subject to approval as to form by the
County Attorney.

ISSUES: This is the approval of a new, long-term County lease to be occupied by two Arlington
County Commuter Services programs; no issues have been identified.

SUMMARY: This is a request for the County Board’s approval of, and authorization for the
Real Estate Bureau Chief to execute on behalf of the County Board, a Deed of Lease (the
“Lease”) for 11,132 square feet of office space (the “Demised Premises”) located on the 11"
floor of the building presently known as 1501 Wilson Boulevard, Arlington Virginia (RPC #
16033001). A copy of the Lease is attached to this Report as “Attachment 1”. The Demised
Premises is located in a building on the northwest corner of the intersection of Wilson Boulevard
and North Oak Street. Although the building’s physical address is 1501 Wilson Boulevard, the
main building entrance is located on the west side of North Oak Street, one-half block north of
Wilson Boulevard, between Wilson Boulevard and 18" Street North. The site location of the
building and the Demised Premises is more particularly shown on the Vicinity Map attached to
this Report as “Attachment 2”. The County Board’s approval of the Lease will provide a new,
long-term (i.e. ten years) office space for the County Department of Environmental Services’s
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Arlington County Commuter Services (“ACCS”) program, including Arlington Transportation
Partners (“ATP””) and Commuter Information Center (“CIC”) operations.

BACKGROUND: ATP offers free services that makes it easy for Arlington employers (593
member companies representing 131,206 employees), residential communities (289 member
buildings representing 57,297 apartment/ condo units), developers, and visitor services (42
hotels) to set up commuter benefits programs and/or provide information regarding
transportation options for their employees, tenants and guests.

CIC provides call center support for Arlington Transit’s (703) 228-RIDE and
ArlingtonTransit.com. They provide online, email and phone support for CommuterPage.com,
and fulfillment support for CommuterDirect.com. Every month CIC staff members fulfill over
$1.1 million in fare media sales and answer thousands of phone calls and emails relating to
general commuting questions.

ATP and CIC are currently located in a combined 5,136 square feet of office space in the
building presently known as 1735 N. Lynn Street, Arlington, Virginia (RPC # 16039018). The
County originally leased 2,963 square feet of office space for ATP and CIC in 2001, with a lease
term that ends on January 31, 2009.

Since 2001, ATP and CIC’s staffing and programming needs have tripled. The space needs of
these two programs continued to increase as County staff worked to identify a larger space to
lease for the future occupancy of ATP and CIC. This required CIC to lease an additional 2,173
square feet of space at 1735 N. Lynn Street, adjacent to the original leased space. CIC’s separate
lease also expires on January 31, 2009. The ATP and CIC programs have now reached the full
capacity of the two leased spaces, and have not been able to implement additional programmatic
growth due to a lack of additional space.

The County staff has identified the Demised Premises as a suitable space for the future home of
the ATP and CIC programs. It is estimated that the design and construction of the tenant
improvements in the Demised Premises will be completed in October of 2009.

Due to lease constraints on the existing space the County leases, there will be a period of time in
which the County will retain both the old and the new leased space for the Commuter Service
transit programs. Though outside the County’s control and additional cost, it will afford the
County with ample time to move the operations and ensure a smooth transition into the new
leased space.

DISCUSSION: The attached Lease has been structured to: 1) provide a commercially viable
agreement; 2) protect the County’s rights and needs as a local government; 3) be consistent with
the office uses permitted by the Lease; and 4) enable the County to occupy the Demised
Premises. Some of the pertinent provisions of the Lease are as follows:

e The County will lease the Demised Premises, containing 11,132 square feet of space, for
an initial term of ten (10) years (the “Initial Term”).
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e The County has an option to extend the term of this Lease for an additional five (5) year
term (the “Extension Term”) at a fair market value lease rate (to be determined in
accordance with the provisions in the Lease).

e The Lease will commence on the date the Landlord delivers the Demised Premises to the
County, in the condition required by the Lease (i.e. upon Landlord’s substantial
completion of the Tenant Improvements). The commencement date is currently
estimated to be October 1, 2009.

e Base rental rate during the first year of the Lease will be $35.00 per square foot per
annum, totaling $389,620.00 for the first lease year, payable in equal monthly
installments of $32,468.33.

e The base rental rate will escalate by 3% per annum beginning on the second lease year.

e The operating expenses and real estate taxes base year is 2009. After the first lease year,
the County will be responsible for paying additional rent equal to the County’s pro rata
share (9.04%) of the increases in real estate taxes and operating expenses above the
amounts paid by the Landlord during the base year.

e Landlord will perform all tenant improvements within the Demised Premises, in
accordance with the work agreement attached to the lease, and the architectural and
engineering plans provided to the Landlord by the County. The County will have sixty
(60) days after the effective date of the Lease to provide the Landlord with final
architectural and engineering plans. The tenant improvements are estimated to cost
$47.00 per square foot. The Landlord is contributing $35.00 per square foot
($389,620.00) toward the cost of the tenant improvements. ACCS has set aside revenue
earned from its sales commissions over the past two years to fund the remaining cost of
the tenant improvements, which remaining costs is estimated to be $133,584.00. ACCS
has also set aside revenue earned from its sales commissions over the past two years to
fund the purchase of new systems furniture at an estimated cost of $390,000.00. The
Landlord is providing an upgraded HVAC system and restroom renovations at no cost to
the County.

e The Demised Premises will be LEED Commercial Interiors certified.

e The Landlord will ensure that the Building complies with all applicable laws and
regulations, including the Americans with Disabilities Act, as amended. The County will
ensure that the Demised Premises complies with all applicable laws and regulations,
including the Americans with Disabilities Act, as amended.

e The County’s use of the Demised Premises is limited to general office uses, including
commuter services offices, a call center, a business center and a media center. Certain
other uses, including public assembly uses, are prohibited.
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e Landlord and the County are required to maintain the commercially reasonable levels of
insurance, as described in the Lease.

e The County has the right to assign, sublet, or license the Demised Premises, subject to the
prior review and approval of the Landlord. All subtenants will be required to execute a
sublease with the County. Each sublease must be consistent with the Lease between the
County and the Landlord, and must contain various important required provisions. All
subleases will be subject to the approval of the County Board.

e In any litigation between the Landlord and the County regarding the Lease, the party that
is finally determined to be substantially prevailing shall be entitled to recover its
attorney’s fees from the non-substantially prevailing party.

e The landlord grants a temporary license to the County to perform necessary sidewalk
repairs in front of the building.

e The Lease specifically provides that the County does not waive its rights as a local
government.

The lease of 1735 North Lynn Street will run through January 31, 2010, while the lease of 1501
Wilson Boulevard (the new ACCS offices) will begin upon execution, but rent will not begin
until substantial completion of tenant improvements, which is expected to be October 1, 2009.
This will result in four months of overlapping rental payments. The County has explored options
in both buildings to try to avoid this circumstance; however other options available would result
in the County paying substantially more in month-to-month rental costs to the existing landlord.

FISCAL IMPACT: Base rent for the first lease year (estimated to be October 1, 2009 —
September 30, 2010) is $389,620, payable in equal monthly installments of $32,468.33. The
County will also be responsible for approximately $133,584.00 in tenant improvements and
$390,000.00 in new systems furniture. The base rent, tenant improvements costs, and systems
furniture costs will be payable out of the following account: 101.436183.41150.0000.0000.CIC.
The base rent amount will be included in the FY 2010 budget. The Arlington County Commuter
Services transit programs are funded almost entirely by Federal grants, State grants and revenues
generated by these programs’ operations.
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ATTACHMENT 1

COPY OF DEED OF LEASE SIGNED BY LANDLORD TO BE INSERTED
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ATTACHMENT 2

VICINITY MAP
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= Site Location

The subject office space is located in a building located on the northwest corner of the
intersection of Wilson Boulevard and North Oak Street. Although the building’s physical
address is 1501 Wilson Boulevard, the main building entrance is located on the west side of
North Oak Street, one-half block north of Wilson Boulevard, between Wilson Boulevard
and 18" Street North.

January 24, 2009
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