
Staff: Wayne Rhodes, Arlington Economic Development
County Attorney _____________________

                                                                                                        May 24, 2002

TO:         County Board of Arlington County, Virginia

FROM:   Ron Carlee, County Manager

SUBJECT: Consideration of the Letter of Agreement between Arlington County and
Signature Theatre related to leasing of theatre space

RECOMMENDATION:    Ratify the Attached Letter of Agreement (LOA) Between
Arlington County and Signature Theatre

Summary:  The County Board approved a Phased Development Site Plan Amendment
(PDSP) for the development of the second phase of the Village of
Shirlington in October, 2000.  This redevelopment plan was designed to
overcome the obstacles that have thwarted successful development of the
Village for more than twenty (20) years and finally, achieve the type of
high quality, mixed-use, 16/7 “urban village” that has been sought for that
location.  In addressing this need to provide a broader array of uses in the
Village, the PDSP Report stated:

“The placement of a library and live theatre as anchors in the Village will
reinforce the identity of Shirlington as a public place that facilitates and
strengthens the social life of the community.”1

The inclusion of Signature Theatre, a nationally recognized regional
performing arts company, was considered an essential element in
providing the synergy necessary to leverage $120 million in private
development, resulting in an estimated $2,570,000 in additional tax
revenue when completed.  This library/live theatre complex will attract an
estimated 200,000 visits to the Village “core".

The first phase of private development – a residential building, parking
garage, and street-level retail – is estimated to generate $70,000,000 in
private investment and an increase in tax revenue of $1,060,000 per year
on the affected properties.

                                                                
1 SP#106 Report, Phased Development Site Plan (PDSP) Amendment, dated September 28, 2000.
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The major elements of the proposed agreement between the County and
Signature Theatre are as follow:

§ The County will design, construct, and own a 34,000+/- sq. ft.
performing arts theatre building shell at a cost not to exceed $5.5-
million

§ Signature Theatre will lease the theatre for 30 years at an annual
rental equivalent to 10% of ticket sales, or $90,000, whichever is
greater, plus the proceeds from a $1 per ticket surcharge.  The
surcharge is anticipated to generate $48,000 annually.  The lease
payment and surcharge are estimated to produce total annual
payments to the County of at least $179,000.

§ Signature Theatre will build out of the interior of the theatre
facility at a cost up to $1.76 million.

Details of the commercial lease with Signature Theatre will proceed upon
the County Board’s approval of this agreement with a goal of executing
the lease by October 31, 2002.

The Agreement provides the option for Signature to purchase the new
theatre at a negotiated amount.  It also provides for the County to purchase
or lease the existing Signature Theatre facility (which is not owned by
Signature) to ensure an effective transition to the new theatre and for other
County theatre purposes.  The complete Agreement is attached.

Background:  The Phased Development Site Plan Amendment (SP#106) adopted by the
County Board in October, 2000 for the development of the second phase of the Village of
Shirlington was the first step in a public-private partnership between the County and
Street Retail, Inc./Federal Realty (“Federal”).  This redevelopment plan, combined with
parking and infrastructure incentives, was designed to overcome the obstacles that have
thwarted successful development of the Village for more than twenty (20) years and,
finally, achieve the type of high quality, mixed-use “urban village ” that has been sought
for that location.

Inherent in the partnership effort between Federal and the County was the recognition of
the distinct, unique development challenges posed by Shirlington Village, which is not on
a metro line.  Different levels/strategies of private and governmental investment are
required to achieve public policy objectives of economic sustainability.

Development by the County of the contemplated live theatre (and public library) was
integral to the decision by Federal to commit to the redevelopment plan, which will
attract $120 million +/- in private investment, and move forward with the project design
sought by the County.  The strategic location of the library/theatre in the “core” of the
development, attracting an estimated 200,000+ patrons to the development annually, will
materially boost the economic feasibility of the restaurant and retail components.
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Role of Performing Arts in Economic Development:  Historically, Arlington has
provided extensive support to the performing arts through the provision of facilities and
technical support.  The theatres at Thomas Jefferson Center, Gunston, Rosslyn Spectrum,
etc., have enabled the development of an extensive and diverse performing arts
community.

Signature began its relationship with Arlington in 1990 as one of the first groups in the
Arts Incubator Program at Gunston.  Their creative development, marketing acumen and
unique approach of producing musicals in a small setting enabled Signature to grow at a
very rapid pace.  In 1994 they moved to their own facility on Four Mile Run, although
they remain active participants in the County Incubator.

Signature has won 35 Helen Hayes Awards for their theatrical activities---the most
prestigious award in the region for theatre productions.  Signature has also been honored
for it’s “Signature in the Schools” program at Wakefield School, including a Helen
Hayes/Washington Post Distinguished Community Service Award.

Signature Theatre is today a nationally recognized not-for-profit theatre company with
the stature and reputation necessary to provide the “draw” so important to the success of
the Shirlington project.  It is estimated that Signature Theatre will draw upwards of
40,000-60,000 theatre visits to the Village initially, and will increase that attendance over
the course of the lease.  Federal Realty has estimated that this will generate a minimum of
$800,000 in additional restaurant revenues in the first year of full operation.

Arlington’s support in the creation of a new venue for Signature in Shirlington is
consistent with the County’s policy of support for the performing arts as well as
providing a critical economic development asset.  What is different in the Signature
proposal is that Signature will have exclusive use of the space.  This is proposed based on
the following:

o Signature’s projected ticket revenue, which will generate an estimated $131,250
annually based on the County’s standard 10% charge for rental.  The most any
other company generates is less than $20,000.

o The $1 per ticket surcharge is a new arrangement, which will generate an
additional $47,688, and should grow given the attractiveness of the new venue.

o Signature’s ability to provide up to $1.76-million in the outfitting of the theatre.
This is the first time an Arlington arts organization has contributed to the
construction of performing arts space.

Signature’s artistic reputation, financial strength, and long-term connection to Arlington
provides a rare opportunity to leverage Arlington’s arts into an economic strategy at
exceptionally good value.

Other jurisdictions have recognized the value of the arts to economic development and
have provided substantial economic incentives.  In fact, Signature was sought recently for
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projects in Washington D.C.  Live theatre projects in the region generally include
substantial funding subsidies in order to be financially feasible.  This is particularly the
case where the theatre is an integral part of the market strategy of a development like
Shirlington Village and the theatre provides both a cultural and economic component to
the development.  Similar projects in the region include the Roundhouse Theatre in
Bethesda and the Wholly Mammoth Theatre in D. C.

This agreement enables Arlington to take its nationally recognized arts support to a new
level by elevating the quality of the venue of Arlington’s most acclaimed theatre
company.

Financial Impact:  Funds for the construction of the theatre will be provided through
pay-as-you-go funding.  Approximately $2.1 million have been appropriated for the
project.  The balance will be required by April, 2003.


