ARLINGTON COUNTY, VIRGINIA

County Board Agenda Item
Meeting of June 12, 2010

DATE: June 2, 2010

SUBJECT: Approval of a Third Amendment to Deed of Lease for the Artisphere to Add an
Additional 570 Square Feet of Space for Dressing Room and Storage Space Purposes (RPC #
16039002).

C. M. RECOMMENDATION: Take the following actions necessary for the County Board to
approve the Third Amendment to the Artisphere lease:

1. Approve the Third Amendment to Deed of Lease between 1101 Wilson Owner,
LLC and the County Board of Arlington County, Virginia; and

2. Authorize the Real Estate Bureau Chief, Engineering and Capital Projects
Division, Department of Environmental Services, to execute, on behalf of the
County Board, the Third Amendment to Deed of Lease and all related documents,
subject to approval as to form by the County Attorney.

ISSUES: This Board Report requests approval of a Third Amendment to the Artisphere lease.
The Third Amendment would add 570 square feet of additional space for the County’s use as
dressing room and storage space. No issues have been identified with this request.

SUMMARY: The Third Amendment to Deed of Lease (the “Third Amendment”) between 1101
Wilson Owner, LLC (the “Landlord”) and the County Board of Arlington County, Virginia (the
“County”), a copy of which is attached hereto as Attachment 1, amends the original Deed of
Lease between the Landlord and the County, dated November 20, 2008 (the “Ori ginal Lease™).
The Third Amendment will provide for an additional 570 square feet of space adjacent to the
Artisphere, located at 1101 Wilson Boulevard (the “Building™), for use as dressing room and
storage space in conjunction with the operation of the Artisphere. The additional space that is the
subject of this Third Amendment (the “Additional Space”) is more particularly shown on the
floor plans attached to the Third Amendment and incorporated into the Deed of Lease, as
amended, as “Exhibit R”. The Third Amendment also provided that the County will be
responsible for paying, as additional rent, the direct pass-through costs of after-hours operation
of the heating, ventilation, and air conditioning (HVAC) system serving the main Artisphere
lobby on the 6™ level of the Building.

County Manager: ﬂ?&g 4

County Attorney: (/3/4‘5/ <A 1 8

Staff: Michael Halewski — Department of Environmental Services




BACKGROUND: County staff identified a need for additional dressing room and storage
space for the effective programmatic operation of the Artisphere. The Additional Space is
located on the 8" level, adjacent to the space already leased by the County under the Original
Lease. The Additional Space is accessed via a common area corridor. The Newseum, a previous
tenant in the County-leased space, also used the Additional Space from the Landlord for dressing
room and storage purposes. At its May 22, 2010 meeting, the County Board approved a minor
site plan amendment to SP #18, which applies to the Building, located at 1101 Wilson Boulevard
(the “SP Amendment”). The SP Amendment, among other things, converted the 570 square feet
of Additional Space from office/commercial use to dressing room and storage use.

DISCUSSION: The Building is located at 1101 Wilson Boulevard, in the Rosslyn sub-market
of Arlington County, Virginia. The Building sits on the northwest intersection of Wilson
Boulevard and North Kent Street, as more particularly shown on the vicinity map attached hereto
as Attachment 2. The building is located within the North Rosslyn Civic Association.

The rental rate for the Additional Space is very competitive; the rate is less than the County pays
for storage space in other County-leased facilities. Although the County will not be responsible
to pay any additional amount for standard operating expenses for the Additional Space, the
County will be responsible for any above-standard cleaning of the Additional Space as requested
by the County on an as-needed basis.

A separate issue incorporated into this Third Amendment provides that the County will also be
responsible for the cost of overtime (i.e., outside of normal building hours) heating, ventilation,
and air conditioning (HVAC) in the Artisphere lobby on the 6™ level of the Building. During
demolition activities in the Artisphere, County contractors discovered that six air handling units
serving the main Artisphere lobby on the 6" level of the Building are connected to the Building
office tower’s HVAC system instead of the separate HVAC system solely serving the Artisphere.
The County and its contractors investigated connecting these six air handling units to the
separate HVAC system solely serving the Artisphere. County staff determined that such a
connection would not be cost effective because: 1) the large up-front additional capital expense
associated with the connection; and 2) the increase in operating costs of the Artisphere’s separate
HVAC system during normal business hours. Therefore, the County is agreeing to cover the
estimated costs of after-hours operation of the HVAC in the Artisphere lobby.

The attached Third Amendment 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 dressing room and storage uses permitted by the Lease; and 4) enable the County to use and
occupy the Premises. Some of the pertinent provisions of the Third Amendment are as follows:

* The Third Amendment commences on July 1, 2010, and terminates (pursuant to the terms
of the Original Lease) on April 30, 2023, subject to a five-year option to renew until April
30, 2028.



® The base rental rate for the Additional Space from July 1, 2010 through June 30, 2011
will be $20 per square foot per annum, totaling $11,400.00 for the first lease year,
payable in equal monthly installments of $950.00.

¢ The base rental rate includes all operating expenses, with the exception of charges for any
above-standard cleaning requested by the County.

® The base rental rate for the Additional Space will escalate by 3% per annum beginning on
July 1, 2011.

* The County will be responsible for paying additional rent totaling $19,156.37 annually,
payable in equal monthly installment of $1,596.37. This additional rent is a direct pass-
through cost from the Landlord to the County of the after-hours operation HVAC in the
Artisphere lobby on the 6™ level of the Building (the “HVAC Rent”). The Landlord can,
upon prior written notice, adjust the HVAC Rent periodically (i.e. not more than once in
a two year period) if the actual costs of the overtime HVAC in the Artisphere lobby on
the 6" level of the Building differs from the HVAC Rent then paid by the County to the
Landlord.

¢ The County’s use of the Premises is limited to dressing room or storage purposes.

¢ The Additional Space is provided to the County in “as is” condition, with no obligation of
the Landlord to make improvements or alterations.

* All other terms of the Original Lease remain in full force and effect.
FISCAL IMPACT: Funding for the base storage rent, any above-standard cleaning, and

additional HVAC Rent expenses are available in the Artisphere’s FY 2011 budget and will be
paid out of the following account: 101.436183.89010.0000.0000.0000.
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ATTACHMENT 2

ARTISPHERE - 1101 WILSON
BOULEVARD
THIRD AMENDMENT TO DEED OF
LEASE

pme——

W,,h;élhﬁﬁington COLI‘HY; Yirginia

ARTISPHERE - 1101 WILSON BOULEVARD (RPC #16039002)
THIRD AMENDMENT TO DEED OF LEASE

JUNE 12, 2010
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