ARLINGTON COUNTY, VIRGINIA

County Board Agenda Item
March 14, 2009

DATE: February 20, 2009

SUBJECT: Authorization to Exercise a Renewal Option to Renew a Deed of Lease between
Teachers Insurance and Annuity Association of America, Landlord, and the County Board of
Arlington County, Virginia, Tenant, for a Period of Five Years, and, if Necessary, Initiate Three
Broker Method to Determine Market Office Rent, for a Portion of the Building and a Portion of
the Garage, Located at 4350 North Fairfax Drive, Arlington, VA (RPC Number 14051016).

C. M. RECOMMENDATIONS:

1. Authorize the Issuance of a Renewal Option Notice to a Deed of Lease between
Teachers Insurance and Annuity Association of America, Landlord, and the County
Board of Arlington County, Virginia, Tenant, for a Period of Five Years, and, if
Necessary, Initiate a Three Broker Method to Determine Market Office Rent, for a
Portion of the Building and a Portion of the Garage, Located at North 4350 Fairfax
Drive, Arlington, VA (RPC Number 14051016).

2. Authorize the County Manager, or his designee, to execute and deliver on behalf of
the County Board, a Renewal Option Notice to Deed of Lease, and, if necessary,
initiate a Three Broker Method to determine market office rent, and to execute all
related documents, subject to approval as to form by the County Attorney.

ISSUE: As a part of the lease renewal process, the County Board is being requested to approve
and authorize the execution of a Renewal Option Notice (Exhibit A) to renew a Deed of Lease,
as Amended, for a period of five years. The deadline date for the County to exercise its option
to renew the Lease, as Amended, is March 31, 2009. This action will preserve the County's
rights and options until the County Board approves the fiscal year (FY) 2010 budget.

SUMMARY:: By authorizing the issuance and delivery of a Renewal Option Notice, the County
Board would begin a process (provided in Section 2B of the Lease, as Amended) to determine
the rent for the renewal term for the Art Gallery Center staff and programs to continue occupying
a portion of the building and use a portion of the parking garage located at 4350 North Fairfax
Drive, Arlington, VA. The County may terminate the Lease, as Amended, at any time, by
serving a ninety (90) day advance written notice to the Landlord.

County Manager:

County Attorney:

Staff: Linda DePersis, DES-Real Estate Bureau and Norma Kaplan, DPRCR




BACKGROUND: The County occupies 5,327 square feet of office space for the Ellipse Art
Gallery center, for one-half of fair market rent, pursuant to Z-2181-80-6 (SP-5), Condition 57(d).
Under Section 13 of the Lease, as Amended, the County has the right to terminate the Lease, as
Amended, at any time, upon serving a 90 day advance written notice to the Landlord. The
Lease, as Amended, is currently scheduled to expire on December 31, 2009.

On November 27, 1989, the County entered into a Deed of Lease with Radnor/Ellipse #1
Limited Partnership for the lease of the Ellipse Art Gallery Center, which leased premises
included 5,015 rentable square feet (the "Original Lease"). The Original Lease has subsequently

been amended as follows:

By Amendment to Deed of Lease, dated September 30, 1993, by which the County
surrendered 125 rentable square feet of the original Leased Premises;

By a First Amendment, dated September 30, 1993, by which the County leased an
additional 437 rentable square feet on the first floor of the Building (the leased premises,
as with the cumulative changes, currently consists of approximately 5,327 rentable

square feet);

By a Second Amendment to Deed of Lease, dated December 11, 1999, which amended
certain terms of the Lease and extended the Lease renewal period from January 1, 2000 to

December 31, 2004;

By a Third Amendment to Deed of Lease, dated September 30, 2004, which extended the
Lease term for a period of five years, expiring on December 31, 2009; and,

On November 10, 2006, Teachers Insurance and Annuity Association of America
acquired the Building and became the successor-in-interest to Advent Realty Limited
Partnership Il (the then current successor-in-interest to the original Lessor).

DISCUSSION: The exercise of the Renewal Option pursuant to Section 2 of the Lease, as
Amended, ("Renewal Option™) will allow the County to continue to operate its Ellipse Art
Gallery at 4350 North Fairfax Drive. Some of the pertinent provisions of the Renewal Option
section of the Lease, as Amended, are as follows:

The Lease, as Amended, requires the County to send an Option Notice to the Landlord by
March 31, 2009, if the County chooses to exercise a renewal right for a 5 year term.

Under the terms of the Lease, as Amended, once the Option Notice is received by the
Landlord, the County and Landlord begin a negotiation process to determine the rent for the
renewal term and negotiate other terms to include in a subsequent lease amendment. If the
parties do not agree on fair market office and parking rent within 45 days after the exercise of
the renewal option, then each party must retain a broker to determine the future rent, and both
parties select a third broker to establish fair market rent. The market rent is determined by
disregarding the highest and lowest values determined by the brokers. The remaining value
shall be deemed to be the fair market office rent and fair market parking rent. The market



rent must be determined by the brokers within a maximum period of 30 days after their
selection. Base rent will be established at one-half of the value of fair market rent.

e The County has the right to terminate the Lease, as Amended, at any time, upon serving a 90
day advance written notice to the Landlord. If the County elects to terminate the Lease in
2009, a 90 day advance notice would be sent to the Landlord. The County would then
continue to occupy the space, and would be required to pay a total of $25,481.45 for base
rent for three (3) months.

Future rent, for the renewal period, determined by agreement or by the three broker method, will
required a Lease amendment, which will be considered by the County Board.

FISCAL IMPACT: The County Manager's proposed FY 2010 Budget proposes closing the
Ellipse Art Gallery and eliminating the funding for the rent and other costs. However, in order
for the County to not incur rent obligations in FY 2010, per the terms of the Lease, a termination
notice would have to be delivered to the Landlord by March 31, 2009. To preserve all the
County's rights under the Lease until the County Board has approved the FY 2010 Budget, staff
recommends exercising the renewal option. If the County Board approves the Manager's
recommendation to close the Ellipse Art Gallery, the County would then exercise its right to
terminate the Lease before the end of April, and would be obligated to pay 90 days of additional
rent through July 2009. The County would then pay $7,119.76 per month for base rent through
July 2009.



EXHIBIT A
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AR L\I[ RI:T! S;\T ON OFFICE OF THE COUNTY MANAGER

2100 Clarendon Blvd., Suite 302, Arlington, VA 22201
TEL 703-228-3120 FAX 703-228-3295 www.arlingtonva.us

March 30, 2009 Hand-Delivered and
Certified Mail, Return
Receipt Requested

Teachers Insurance and Annuity Association
c/o JRT Group

4350 North Fairfax Drive

Suite 750

Arlington, Virginia 22202

Attn: Ann Layman

Re: Notice of Election of Option to Renew the
Deed of Lease, as Amended, for the Ellipse Arts Center
Suites 125/127, 4350 North Fairfax Drive
Arlington, Virginia 22201

Dear Ms. Layman:

Pursuant to Section 2(b) of the Deed of Lease, dated November 27, 1989, as amended, by the Amendment
to Deed of Lease dated September 30, 1993, and the Second Amendment to Deed of Lease dated
December 22, 1999, and the Third Amendment to Deed of Lease dated September 23, 2004, (collectively,
“Lease, as Amended”), the County is hereby exercising its option to renew its Lease, as Amended, for an
additional five (5) year term for the Ellipse Arts Center, 4350 North Fairfax Drive, Suites 125 and 127,
Arlington, Virginia.

Please work with Linda DePersis to determine the current Net Market Rent and the Renewal Term Rent

pursuant to Section 3 of the Lease, as Amended, and finalize this transaction. Her telephone number is
703-228-3688. Thank you.

Sincerely,

Ron Carlee
County Manager

cc: Mr. David Millard - Cushman & Wakefield of Virginia, Inc.
Mr. Peter Berk - Cushman & Wakefield of Virginia, Inc.
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	Sincerely,
	Ron Carlee
	County Manager


