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TO:          County Board of Arlington County, Virginia 
 
FROM:    Ron Carlee, County Manager 
 
SUBJECT: Consideration of the Lease between Arlington County and  

Signature Theatre related to Occupancy of Theater Space in a 
County Library/Theater Facility to be Constructed in the Village at 
Shirlington 

 
RECOMMENDATION:     Approve the Lease Between Arlington 

County and Signature Theatre for Occupancy of 
a Portion of the County Library/Theater Facility 
to be Constructed in the Village at Shirlington  

 

SUMMARY:  In 2002, the County Board approved a Letter of Agreement 
between the County Board and Signature Theatre for the 
County to construct a Library/ Theater in the Village of 
Shirlington, with Signature Theatre occupying the Theater 
space as a tenant. The Agreement was subject to the 
negotiation of a lease with Signature Theatre for the theater 
space consistent with the intent of the Letter of Agreement. 

 
County staff has successfully concluded said negotiations 
with Signature Theatre and Recommend County Board 
approval of the lease. 
 
The major terms and conditions of the lease are delineated 
in the Summary Term Sheet attached to this report. The 
lease is available for review in the County Board Office and 
the County Government Reference Library. 

 
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 



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 in attracting desired levels of private investment, which is not on a Metro 
line and has not experienced the same level of development.  Different 
levels/strategies of private and governmental investment are required at this 
time to achieve public policy objectives of quality, mixed-use development with 
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. 
 
The County Board recognized this important synergy in approving a Letter of 
Agreement with Signature Theatre, at the May 24, 2002 meeting, and directed 
County staff to negotiate a facility lease with Signature Theatre to accomplish 
the intent of the Letter of Agreement. 
 
DISCUSSION:  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 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 60,000 theatre visits to the Village initially, and will increase 
that attendance over the term of the lease.  
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Federal Realty has estimated that this will generate a minimum of $800,000-in 
2000 dollars- in additional restaurant revenues in the first year of full operation, 
with the expectation that that number would increase proportionate to the 
growth in theater attendance. The presence of Signature Theatre in the Village 
will thus contribute materially to the economic health of the retail/restaurant 
sectors and the overall performance of the Village. 
 
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. Due to 
the particular level of development of Signature as an arts organization, they 
have the unique ability to generate the funds necessary to reimburse the County 
for its’ capital investment in the theatre over the course of the lease. Finally, the 
County retains ownership of the theatre and will have the residual benefit of a 
valuable facility at the conclusion of the lease term. 
 
The arrangement represents a natural progression in the development of 
legitimate theater in the County, whereby the success and relative financial 
ability of one of the Incubator companies allow and warrant facility space 
equivalent to that of the Library/Theater complex. 
 
The structure of the lease and financial participation of the parties is consistent 
with similar, recent theatre deals in the region (i.e. Roundhouse Theater in 
Bethesda; Wooly Mammoth in D. C.). Both of these deals involve facility 
construction for the theater as a means to leverage the operational success of 
the theater, particularly in the early years of operations. However, the rent 
structure and ticket surcharge provision in the Signature deal structure provides 
the opportunity for significantly greater capital cost recovery for the landlord 
(County) than in either of the other instances.  
  
Financial highlights of the lease agreement include: 
 
The County will commit $5.5million dollars for construction of an unimproved 
building above the new Library in Shirlington Village. Signature Theatre will 
commit to raise and invest at least $ 1.0 million dollars for the interior buildout of 
the theatre facility. 
 
The County and Signature Theatre will enter into a thirty (30) year lease, with 
the annual rent to be the greater of: 1) 10% of the gross ticket sales or 2) ninety 
thousand dollars ($90,000) on an annual basis for each fiscal year.  Additionally, 
Signature agrees to collect and remit to the County a $1 per ticket surcharge for 
paid performances in the facility as a means of offsetting the County capital 
investment. 

 3



 
In addition, the lease provides for a revenue sharing arrangement between the 
parties in the event that 10% of the gross ticket sales in any year exceeds 
$270,000. The County and Signature will share the additional revenue above 
$270,000 on a 25%-75% basis respectively. If the 10% of the gross ticket sales 
for a fiscal year exceeds $300,000, Signature will retain 100% of this excess.
 
At the end of the thirty (30) year lease term the facility and any/all capital 
improvements shall revert to the County. 
 
In summary, Signature’s artistic reputation, financial strength, and long-term 
connection to Arlington provides a rare opportunity to leverage Arlington’s arts 
commitment into an economic “driver” at exceptionally good value. This 
agreement also 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. 
 
FISCAL IMPACT: The $5.5 million committed by the County for the 
construction of the theatre will be provided through pay-as-you-go capital funds. 
Initial funds have been reserved for this purpose in previous fiscal years.  
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	FROM:    Ron Carlee, County Manager

