Meniorandum of Understanding

This will constitute a Memorandum of Understanding between the City Council of the City of
Harrisonburg, Virginia (the "City"), the Industrisl Development Authority of the City of
Harrisoriburg, Virginia (the "IDA"), James Madison University (the "Landlord/ IMU"),dpM-
Partners, LLC or its assigns ("Developer"), and the James Madison University Foundation, Ine.
(the "Foundation") collectively referred to hierein asthe "Pariies” regarding the development,
ownership and financing of a 205-room hotel (the "Hetel") and conference center (the
"Conference Center") in Harrisonburg, Virginia on-the northwest comer of the campus of JMU on
the following terms and conditions:

Project, Proposed development of a 203-room independent Hotel {"Hotel Madison™) and
Conference Center ("The Shenandoah Valley Conferencé Center”) Jocated on South Main Street -
between the streets of MLK Way/Historic Cantrell Avenue and Grace Street.

Property. The land (the "Land"} is currently owned by JMU and will be leased (the "Ground . = :

Lease™) torthe Hotel Owner (defined b_eloiv) for tha purpose of entering intd'development ~ R R

dgreements {the "Development Agreements™) with the Developer to cause the Hotel and

Conference Center (tollectively, itie "Project") to-be constmicted and privately operated over (he Coe

S0 year initial term (the "Term"} of the Ground Lease- with the Landlord,

Qwnership. The Hotel wiil be 100% owned by 4 special purpose limited liability. company

("Hotel Owner, LLC").dpM Partners, LLC will be the Managing Member of the Hotel Oner; - - 5 -

LLC. The Conférence Center will be owned by the Foundation and leased (Via the Stbleaseback.
defined below) to the Hotel Owner, LLC for the Term of the Ground Lease ata cost of $1 per-
year

Ground Lease, JMU will lease the Property to the Hotel Owner for $1 per yéar for an initial
Term 6f 50 ygzrs conditioned on the development of the Project, IMU approves of subleasing a
portion of the Land to the Foundation for the purpose of constructing the Conference Center {the
“Sublease"). IM1J also approves of the Foundation leasing the fully constructed Conference Center
to the Hotel Owner, LLC for the Term of the Ground Lease for 81 peryear {the "Stibléaseback™).
See Exhibit A for a summary of the terms of theGround Lease-and Sublease and Subleaseback.

Anticipated Development Costs:Based on preliminary cost estimating done by Developer.and ifs
corisultants, Déveloper has informed the Parties that the design, devel opment and construction
costs of the Conferenice Center will be approxiniately $10,000,000. Attached Hereto as Exhibit B
is a budget preparéd by Developer outlining the anticipated costs (“Anticipated Development
Budget"). The Parties understand that the Anticipated Development Budget is based on estimates
only and that those costs may vary as the Project evolves, The Parties agree that they will work
together to prepare a final development budget, which shall be iutually acceptable to the Parties,
and which shall include-all approved development costs for the Conference Center ("Appraved
Drevélopment Costs"}. The Foundation . will engage Developer io coordinate the design, _
development and construction of the Conférence Cenfer pursuant to the Development Agrecment.

Approved Predevelopment Costs. Upon execution of this Memoranidum of Understanding, the
appropriate Partics agree 10 execute the attached Predevelopment Agrecment for the purpose of
sharing in the cost of sarme of the Approved Developiient Cos!s See Exhibit C for the
Predevelopment Agreement.

Operating Prajections. Developer has provided ihe Parties a ten year income-and expense




projection for the Project (Operating Projections) and has provided a thivd party feasibility repoit
supporting these Operating Projections,

Phase I Environmental Report. A Phase I Environmental Assessment will be prepared and
approved by the Parties and appropriate lendérs. The assogiated costs wﬂl hecome an Approved
Development Cost.,

Survey. A survey of the Land ("Survey") will be prepared and approved by the Parties and
appropriate lenders. The associated costs will become art Approved Development Cast.

Funding. Funding for the Praject will come fron the following sources:

1. Private equity from the Hotel Owner, LLC;

2. Foundation funding of the development of the Conference Center {"Foundation-
Funding")

3. Proceeds trom mvestmcnts by New Market Tax Credit investor

4, Construction loan proceeds

Foundation Funding. At Closiiig, the City shall provids the Foundation with the appropriate
Moral Obligation Support Agreement (the "Support A grecient"} to enable the Foundation to
bortow the required amount (the "Foundation Loan") (cmrently estimated at $10 million) to
compleie the construction of the Conference Cénter.  Upen gkecution of this Memorandum of
Understanding, the appropriate parties agtee to execnte the attached Support Agreement for the
purpose of helping the Foundation securs the funding required to build the Conférence Center.
See Exhibit Dfor the-Support Agreement.- .Upon execution of this Meinorandura of
Understanding, the Foundation shall use reasonable efforts to secure the Foundation Loan uader -

teityis mutually accept_able-td the parties; Nevertheless, the Foundation shall have no ebligation 1o+

enter into or pussue the Foundation Loan, if it determinis that the Conference Center will be
unaffordable. Affordability will be a-function of the likely construction cost and the ter ms :
tentatively offered by thic Foundatlon 5 [ender .

Praceeds from New Mar ket 'I‘tw Credtt !n\vestor Upon execution of this Memorandum of -
Understanding, the Developer shall use its best efforts to secure the New Market Tax Credit” -

Investor. The Puirties. aclcnowledge that tinge is of the essence to secure the Tequired allacan oy of -

New Market Tax Credits from the Federally sponsored program.

Construction/Mini=Perm Laan. Upon execution of this Memorandum of Understanding, the
Developer will take the lead in seciinig the Constiuction Loan.

Definitive Agrcements. Subsequent to the execyition of this Memorandum of Understanding, the
Parties will use their best efforts to exeeute definilive agreements pertaining to all agpects of the
trangaction, -

Legal Fees. All reasonable legal expenses incutred by the Developertalated 1o the negotiation
and closing of the transaction will be included as Approved Development Costs. The City, IDA,
JMUI and the Foundation will be required to fund its own legal and consulting costd,

Parking. Adequate paiking for the Project-will be provided by IMU in the parking structure to be
built by JMU adjacent to the Project.

Widening of South Main Street, The Paties agree'to- work in good faith to enable the City to
build and pay for the widening of South Main Street and Martin Luther King, Jr. Way (the
"Widening Project") in accordance with the City's Conceptual Plan and JMU will provide the
City with the required Right of way. The Patties agree to complete the Widehing Projéct by the
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opening of the Hotel and Conference Center.

Closing, The date on which it is anticipated that construction can commence on he Project (the
"Closing™). It is antivipated that e Closing between the Parties will ococur onor
around Sep a0 2% L5084 The terms of this Agreement are subject to satisfiictory
completion of the following conditions:

1) Approval by the Parties of the Approved Development Costs;
2) Approval by the Parties of the Development Agreement, the Ground Lease, the

S Subleaseand the Subleaseback:
. . 3} Reeeiptofall required approvals from the City of Hanrdsonburg to constuct the
C’/ f—; j . Praject; Approval of the title insurance policy on the Property;
05 4) Satisfactory Phase | Environmental Report for the Property;

5) Satisfactory Survey of the Property

PPEA; The University is curvently considering the details of this project under a
Public/Private Education Facilities and Iyfiastrrciure Act of 2002 procurement profocol,
All fisture actions by the University relating to this projeci are subjeci to the successful
completion of repulatory aclivities required by the PPEA process. .

Agreed and Accepted
Date: /0 /LS //

MAYOR OF THE CITY COUNCIL OF HARRISONBURG, VIRGINIA

Agreed and Accepted
G/C%f)ﬂ Date:_{s /: Af‘ j" 4‘
CHATRMA TINDUSTRIAL DEVELOPMENT AUTHORITY OF THE CITY OF
HARRISONBURG, VA
Agreed and Accepted

Date: {2~15-2014
MADISON UNIVERSITY FOUNDATION, INC,

PRESIDENT OF THE J.
Apreed and Accepted

Mﬁzﬁé@ Date: /a%f,%ﬁy

MANAGING MEMBER ©F DOPM
PARTNERS, Lie




Lessor:

Lessee:

Sub-Lessee:
Demised Premiscs:
and Fast Grace
existing

Term:

Reni:
Operating
Expenses:

Impravemenis:

Use:
Maintenance:
Unsubordmated
Fee:

Mortgagee
Protections:

Insurance:

Reversion:
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Exhibit A
Harrisonburg/YVU Hotel and Conference Center

Summary of Ground Lease and Sublease Terms

James Madison University

Single purpose entity controlled by dpM ?miners, LLC.

Jemes Madison University Foundation, Inc.

The land will be located on Main Street between Martin Luther King, Jr. Way
and East Grace Street. Lassor is respongibie for the abaternent and removal of ail

structures within 60 days of Closing,

Fifiy (50) years from the opening date of the hotel, plus an optional 25 year
extension

$1 lvear nominal reat

Lessee to pay all costs cfo;zerahug Pemised Premises, mcludmg ingiwance,
taxes, maantenancc ﬂi‘id mpaus

The Lessee and Sub-Lessee to constaet on the Demised Premises a hotel
congisting of 205 keys and related common aveas and facllmes, including the
associated Conference Center

Demised Premises to be used solely for operation: of hotel and conference center
and ancillary uses

essee at its cost, to maintain the improvements in good condition and

repmr-gm‘ééf CUEZ}_
113~

Lessor to have no obligation to grant a lien on Lessor's title in connection with
morigage financing obtrined by Lessee

Lease to include standard mortgagee protections as required for construction and
permanent financing of Lessee’s interest under the Lease

Lesses, at its cost, to maintain property and commerciat general liability
insurgmee in accordance with industry standards for comparable properties

Lipon cxpiration of Term, plus applicable extension, or earlicr termination of
Lease, title to all improvements to revert to Lessor

e



Exhibit B

Shenandoah Valley Conference Center
Andicipated Development Budget

Building and Improvements $ 6,910,000
Soft Costs : ©$ . 1,070,000
Furnishings, Fixtures & Equipment § 1,150,000
Operations Cosis ‘ S 870,000
Total ' o $ 10,000,000
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EXHIBIT G

Predevelopment Agreement
THIS PREDEVELOPMENT AGREEMENT is made as of this  day of Septamber, 2014 between THE CITY
COUNCIL OF THE CITY OF HARRISONBURG, VIRGINIA, a municipal corporation of ths Comriionwealth of . .
Virginia (the "City"); the JAMES MADISON UNIVERSITY FOUNDATION, INC. {the "Foundation®);JAMES— ,ff,;/é

WSO»UNNERW) and dpM Partners; LL.C-a Maryland fimited liabifity company {"Developer”).
RECITALS é’l’“’

i ‘é/ { 2 I 2048
The parties to this Agreement have agreed to the baslc business leifns for the development and fundingofa ~'ﬂ1,5>‘ et
conference center and assogiated 205-room hotel al the location of a site owhed by JMU which fronils South Main .

Street and is bordered on the forth by MLK Way/Historic Cantréll Avenue and on the south by Grace Street {the Lj"g’ jfft v
"Praject”). . The Déveloper has undertaken design and other predevelopment activity, and the City and the ’5) -

Foundation have agreed {6 share certain costs upon conditions set forth herein,

AGREEMENT

n considération of these premises arid of other good and va[u_a'ble consid eratibn, the receipt and
sufficiency of which is hereby acknowledged, the paries hereby agree as follows:

1. The terms containad-in the Memo of Understanding which this Agreement is atlached toas.an ./
exhibit set forth the basic terms of the devslopment, ownership and financing of the Project, andare - = -
herehy ratifiad and affirmed, siibject to mutual agreement on definitive.documents consistent with
those terms,
2. Developer agrees that it wilf parform the following predevelopment services:
{a) Prepare and submit to the City and the Foundation a preliminary plan for the '
development and censtnuctign of the Project, mc[udmg d

6)] A facifitles program and design criteria which shall include recommendations. with -
respect to the scope design and nature of the fac:lmes -and related-amenities tobe -

_ included in the Projact; N T

(i) A proposed site plan; ’ ; Lo

(il Proposed schamatic design cancepts; RIS

{iv). Utilities studies; '

{v) Environmental assessments;

() Such structural engineering, sife and sdil studies; analysis of environmental
rernediation and other analysis as may he necessary and appropriate o prepare for
construction of the F'rejeot.‘

(b) Prepare and submit to the Gity and the Foundation a construction budget for tha
Project, with breakdowns of line items corisistent with breakdowns. typically utilized in
hotel construction,

{c) Prepare and submit to the City and the Foundation an ouiline of proposed fi inancing
terms for piivate debt for the Project, and make application for such debt financing to
local banks or such.other financlal instituions.

3. Master Development Adreement. The Devsloper, JMU, City and the Foundation shall negetiate in
good faith.a Master Development Agreement with respect to the Project.

4. Cost and Expenses. The follawing is a list of pradevélopment expense categories which is approved

by the parties:

LIV
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Architectural & Enginaeting
Environmental & Testing
Survays

Legal & Tille

Miscellaneotis Expense
All predevefopf\*ient costs and expenses in the foregaing categorles shall be shared ona-third by the Cily, one-third.
Ty the Developer and one-third by the Foundation until the closing of the public and private ﬂnancin_g, and
thereafier s shall be provided in the Master Development Agreement. In no avent, however, {i) shall the City's
share of such predevelopment costs and expenses exceed $150,000, (if) shall the Foundation's share of such
predevelopment costs and expenses exceed $150,000, or (i) shall the Developer be obligated pursuant to this,
Agreement 1o expand amounts that would result in the Daveloper's share of such predevelopment costs and
expenses axceeding $150,000. The Developer shall apply 1o the City and'the Foundation for reimbursement by
documents that describe the cost and expense inurred, supparted by paid invoices or receipts and such

documentation as the City and the Foundation may reasonably require. Payment shalt ba made by the City and-++ -
the Foundation within twenty {20) days after full documentation'is presented to the City and the Foundation. The . - ~2

parties intend that alf parties will be fully reimbursed for these predevelopment expenses at closing out of Project .-
public and/or private financing. ’ :

5. Term; Termination. This Agreemant shall be effsctivé upon exécution by all partiss and -shali oxtend. -

" s

I

thereaftar until the first 1o coour of the closing of Project financing ar 180 days aftér tha date.of thig» 2 - e

Agreement {of such later date as the parfies may mutuaily determing). . e

6. Assianment.of Survevs, Plang.ete: The Developer hereby assﬁgn’s fo tha Cily and.the Foundatibn. -
the Developet's rightsih and to all stirveys, plans; engineering and ‘erchitectural studiss, consiitants
reports and-other work-prodict obitained by the Developer with respeact to the Projest (thél "Stutlies”),
such assignment to be effective only in the eventthat this-Agreement terminates pripr-to:ekesutionof-

-the Master Development Agreement. Should this Agreement terminale for any reasen before the
Master Development-Agresiment is fully executed and delivered, the Developer shall deliver all
Studies to the City and the Foundation. The Developer shall use-commercially reasonable-efforts to
obtain from all architects, engineers, surveyors and consultants such consents as may be required, if
any, to permit such assignment and de!@very. This provigion shall Survivé termination of the

Agreemerit.

PPEA: The Univarsity is curently considering the delails ofthis project under a Public/Private Education
Facilities and infrastructure Act of 2002 procurement protocol. All fulure actions by the University relating to this
project are subject to. the successful completion of requlatory activities reguired by the PPEA process.

WITNESS the following signatures and seals as of the date first above wiiiten. -

THE CITY OF HARRISONBURG, VIRGINMIA

o Food IR e

Mayor




JAMES MADISONUNIVERSITY

By: /

svp orFiuam/J

JAMES MADISON UNIVERSITY FOUNDATION, INC

President ’

DPM PARTNERS, LLC

By: /. ﬁ;@j 7 ﬁg{:@)

Managing' Member
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~ EXHIBITD A ‘,JE'I;L l,)
CITY SUPPORT AGREEMENT A ;L} 3
S

THIS SUPPORT AGREEMENT is made as of the I_‘I”hday of{}&j{o@':ﬁ, 2014, by and among the CITY
COUNCIL OF THE CITY OF HARRISONBURG, VIRGINIA (the “Council”), acting as the governing body of
the City of Harrisonburg, Vifgiiia (the 'fCity")! the INDUSTRIAL DEVELOPMENT AUTHORITY OF THE CIiTY
OF HARRISONBURG, VIRGINIA {the “IDA"), anid JAMES MADISON UNIVERSITY FOUNDATION, INC. {the
“Coundation”).This. Agreement has alsc been executed by the TREASURER OF THE CITY OF
HARRISONBURG for'the sole purpose of indigating assent to paragraph three.

- RECITALS :
WHEREAS, the Council has determined that the further deveélopment of the City's tax base may
require the use of economic incentives to attract-certain business and commercial investment in the

City; and N . g
yiane. K9S T T af]1s

WHEREAS, the Council by Resolution dated cre , 2014, 'has'identified a geographic area that is
within walking distance of Court Square and ‘the heart of the-City's.downtown business center, and

uniquely, positioned for commercial development and construction of ‘new oy expanded facllltles {as
described in the Resoiution, the “Development Arga’); and. . :

WHEREAS, dpM Partners, LLC {“dpM”) has submitted to the.City and the Foundation a proposal

for the development of a hotel and conference center{the *Project?}) in downtown Hamsonburg onfand: "

owned by James Madison University {“JMU”}and; - .ove Tnpes- . v

WHEREAS, the Council 'désires to encourage such! siibstantial capital investment ir-}‘-.theﬂ,:
" Development Area in order for the City to obtain’a lirge-scale venue and facilities. unfike any cther- -

facilities in the City {or otherwise situated along:the I-81 corridor north of Roanoke} that-will. -~ ©~

~-accommodate sizable groups for multiple acti vxt!es, mdudmg conferénces, workshops, festivals- and
exhibitions, among others; and A

WH_EREAS,'dpM is responsible for securing financing for the developirient of the proposed 205~ =«
room hotel {the “Hotel”), and has proposed that the Foundation provide financing in the estimated-: -

amount of $10,000,000 for the construction of the proposed conference center {the “Conference :
Center”}. .

WHEREAS, the Foundation Is & not for profit organization recognized under Section 501(c)(3) of
the Internal Revenue Code of 1986, as amended (the “IRC"), and has public charity status under Section
509 of the IRC (“the “Foundation”). The Foundation will endeavor to obtain the estimated $10,000,000
financing for the construction of the Conference Center pursuant to & development agreement by and
between the Foundation, dpM,and JMU; and

Qs>

WHEREAS, the Cgunc;f recogmzmg the economic benefit which will bé generated by the
Project, adopted on(félgtfe % ir‘é'éollution authorizing the execution of this agreement providing for a non-
binding obligation of the Council to appropriate certain “Project Tax Receipts” (as-defined below) to the

Foundation through the IDA; and

wa') S
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Noveoes 3, o o |
WHEREAS, the IDA adopted on. [date], a resolution authorizing the execution of this agreement
providing for such payments to the Foundation as described herein with respect to the Conference
Center; and

WHEREAS, the animating purposes for economic incentives by the City in connection with the
Development Area from time to time are the significant public benefits that shall be derived from (i)
promoting a strong, viable economy in the City, and in particular, boosting existing businesses and
stimulating substantial commercial developmient in the City's downtown area, (i} increasing the City’s
sources of tax revenues, and (iif) providing additional employment opportunities for the citizens of the

City; and

WHEREAS, the City has undertaken significant due diligence over a period of several months and -

engaged Hotel & Leistie Advisors, LLC to conduct a market study (the “Independent Study”) dnd provide
and describe financial projections refated specifically to the Project; and

- WHEREAS, without the realization of the iject; the City would continue to have hm:ted
economic: expectatlons for the Development Area; and -

WHEREAS pursuant to SECthi'I 15.2-953 of the Lade of Virginia, 1950, as amended (the;:‘ B dle

“Virginia Code”), the City is authorized to make gifts, donatichs.and appropriatioris of mongy from time .-~
to time to the industrial Development Autharity of City. of Harrisonburg, Virginia (the "Authonty") far - .

the purpose of promioting &tonomic developiment; and

WHEREAS the Council duly estab!:shed the Authonty on Aprll 24, 1973,wnth alk such powergas’. i cc

granted under the Industrial Development and Revenue Bond Act as set forth fn Chapter 49 of Title 15.2
-of the Virginia Code;and - S . .

WHEREAS, pursuant to Section 15. 2-4905 of the Virginia Code, the Authority may: 'aétept
contributions, grants and other financial assistance from the City in order to make grants for the
furtherance of economic development, among other things; and N

WHEREAS, based on the findingsin the Independent Study, among other animating reasons as
set forth herein, the Councit now desires to enter into this Support Agreement to ensure the
constryiction of the Conferénce Cénter and the économie benefits to the City flowing therefrom.

AGREEMENT

NOW, THEREFORE, for and in corisideration of the foregoing and of the mutual covenants
herein set forth, the parties hereto agree as follows:

1 For purposes of this Agreement, the following terms shall have the meanings ascribed:
{a) “Foundation Loan” shall mean the amortized loan undertaken by the Fqundatlon for the
Conference Center, including any renewals or refinancings thereof, whether or riot at the same financial

Institution. (The term does not include a temporary, interest-only construction loan.) The City must
eonsent to any Foundation Loan, but such consent shall not be unreasonably withheld.

“THS
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~{b) “Foundatipn Advances” shall mean certain costs incurred by the Foundation, specifically,
(i} the portion of the annual debt service on the Foundation Loan which, in any given year, is not
covered by the IDA’s annual payment under paragraph five, (i) the Foundation’s interest costs incurred
for any construction. loan, if the parties are unsuccessful at having such costs “rolled up” into the
Foundation-Loan and paid from the Foundation Loan proceeds and (iif) simple interest an the foregoing
advances at the annual rate equal to the average rate of return realized hy the Foundation.on all of its
investments for the three (3) calendar years prior to the date such iaterest is paid, prowded however,
that In no event shail the interest paid by the City to the Foundation for such Foundation Advancements
be less than four percent (4%) or greater than eight percent (8%) per annum. The exact formula. far
determmmg the interdst ratd to be paid on. Foundation Advancemems is set forth on Exhibit 1 this.

Support Agreement. : ;

{c} “Moral. Obiigdr‘ion” shall mean a promise: without the force of law and which creates no
legal obligations,. but is ‘nevertheless intended to be relied upon by the promtsee and induce the
promlsee to take certain action, |

{d) '"Prr.y,ect Tax Receipts” shall mean receipts of the City for lodging or oizcup'ancwta-:{es,

property takes, meals taxes; sales taxes, excise taxes, and business, professional, and- occupational: .

.license taxes or fees derived directly -from-the Project, businesses opérating there, and- transactions

oceurring there, Excluded from the definition of Project Tax Receipts are uttirrv taxes and fees assessed‘
by the City for services provided, such as building permits fees. SE T Ty

2. The Foundatmn, agrees 1o work in good falth 1o secure all necessary-fupds, and if it

- .- -succeeds in securing such financing, to advance aII costs associated with theiconstruction of the -

Conference Center.

3. Beginning on the September 1 after the City of Harrisonburg has issued.a:Certificate of
Occupancy for both the. Hotei;.a;](:i the Conferente Center,-and on every Septemiber-1 théreafter, the
Treasurer will calculate the Project Tax Receipts for the preceding fiscal year and'report the total to the
City and to the Foundation in.a manner consistent with §58.1-3 of the Codeof Virginia: -

4. The City.Issues:its solemn Moral Obligation to the Foundaﬁdh‘that-—-fron1 time to time
each year depending on the-Foundation Loan repayment schedule but no later-than December 1 of each
year, it will appropriate tothe’IDA the Project Tax Receipts as reported by the Treasurer.

5. The IDA issues its soleran-Moral Obligation to the ?cundat’ion tha‘_t within 30 days of
receiving an appropriation from Council of Project Tax Receipts, but no later than on or before
December 31 of each year, It will pay to the Foundation the Project Tax Receipts as appropriated bythe
City.

6, Payments made by the IDA shall be applled 1o Foundatson Advancemients first and then
to the Foundation Loan.

7. This Agreement shall remain in full force and effect for twenty-one (21)yearsfrom the
date of the Certificate of Occupancy for the Conference Center.and the Certificate of Occupancy for the
Hotel {or the latter thereof). In the event the Foundation Loan and Foundatioh Advancements are not
paid in full by such date, Council (i) recommends that its successor on such date enter into an
appropnate extension of this Support Agreement to ensure that the Foundation is rexmbursed for the

&2



full amount of the Foundation Loan and Foundation Advancements, and {ii} declares that the faflure to
do so would violate fundamental principles of fairness.

8. The Council hereby undertakes a non-binding obligation te appropriate an amount
equal to the Project Tax Receipts from time to time pursuant to the terms of this Support Agreement, to
the fullest degrée and ih such manner as is consistent with the Constitution and faws of the
Commonwealth of Virginia. The Courcil, while recognizing that it is not empowered to make any binding
commitment to make such appropriations in future fiscal years,'hereby states its intént, to make such
appropriations in future fiscal years, and hereby recommends that future City Councils do likewise.

9. _ Nothing herein contamed is or shall be deemed to be a lending of the credit of the City
to the IDA, the Foundation, or to any other person, and nothing herein cantained is or shall be deemed
to be a pledge_ of-the faith and credit for the taxing power of the City, nor shall anything herein
‘contained legally bind or obligate the Council to appropriate funds for the purposes described herein..

10.  The Clty shall have the right to terminate this Support Agreement upon 10 days’
written poticé-to the Fétindation if (i) either the Hotel or the Conféreiice’Center ceases operation (or is
* not open to the genéral public) for twenty-four {24) consecutive onths, of (ii} if the Foundation files
. for protection’ undef’the United States Bankruptcy Code 6i*is othérwise adjudged insolvent. -For
- purposes of clause (i) above, the City shall have no right to terminateif:iMU or the Foundation contract

- with an third party for the operation of the Project within the 24-month period, and the third party
commences such operataons within 150 days after the explratmn of the 24—month period.

Further ‘the Cltv shall have the right io termmate his Suiaport Agreement if JMU operates the -
Projet:t itself and denies that it is liable for any taxes associated with the Project.

+ 117 Any notices or requests required to be glven hereunder shall be deemed given if sent Ly

:-;‘-hy reg:stered or certifi ed mail, postage prepald addressed‘

(i) if to the City or-the IDA, to the Harrssonburg City Mun:CIpal Building,
o Hamsonhurg, Virginia 2280%, Attention: City Nlanager' .

(iiy  iftothe Foundation, to Thomas H. Schaeffer, President, James Madison
University Faundation, Inc., 1320 South Main Street, MSC 8501, Harrisonburg, Vitginia
22807,

Any party may designate any other address for notices or requests by giving notice,

12, The City and the DA agree that the Foundation may (i) assign this Agreement (including
all its rights-and obligations) to a wholly owned limited liability company which.would undertake the
Foundation’s role in the Project, (ii) pledge this Agreement as security for any loan refated to the
Praject. The City and the IDA will give such further assurances to aflow the Feuindation to take the
actions specified in this paragraph. Further, should the maker of the Foundation Loan require payments

G



more frequently than annually, the parties will negotiate in good faith to apply the pnnc:p!es set forth
- herein to any such payment schiedule.

IN WITNESS WHEREOF, the partles hereto have each caused this Support Agreement to be exéeutéd in
their respective names as of the date first above written.

CITY COUNCIL OF HARRISONBURG) VIRGINIA

z%g@u\ |

Mayor '

INDUSTRIAL DEVELOPMENT 'AUTHO_RITY
OF THE CITY.QF HARRISONBURG, VIRGINIA

<oy

TREASURER, cmtéfﬁA’lﬁiso:\sBURG
y

(Fdr paragraph three only)) : T T

7 By:

_ ,.-JAMES MADISON UNIVERSITY FOUNDATION, INC e

ok JPL//A

President

CERTIFICATE OF CITY ATTORNEY

1, G. Chris Brown, arn the duly dppainted City Attorney for the City of Harrisonburg. l'opine to the

~ Foundation that the foregoing Support Agreement has been properly authorized by the Harrisonburg
City Council and the Harrisonburg Industifal Development Authority, and further, that the agreement is
enforceable according fo its terms.

et




EXHIBIT 1

On or before September 1 after the City of Harrisonburg has issued a Certificate of Occupancy for the
Hotel and Conference Center, and on or before each September 1 thereafter until the Foundation Loan
and Foundation Advancements are paid in full or until the City Support Agreements is terminated,
whichever occurs first, the Foundation shall provide to the Harrisonburg City Manager the number
representing the Foundation’s average rate of return on all of the Foundation’s investments for the
period consisting of the three (3) calendar years prior to the date of the Certificate of Occupancy. The
Foundation also shall provide to the Harrisonburg City Manager a copy of the Foundation’s annual and
guarterly Performance Report on Endowment Portfolio for each of those three calendar years. The
annual and quarterly reports shall be the same as prepared by the Foundation’s financial advisors and
submitied to the Foundation’s Beard of Directors. The Feundation shall also provide to the City
Manager any additional documentation requested by the City Manager to validate the rate of return on
investment submitted by the Foundation.

The calculation of the average rate of return on investment (ROI1) for each rolling three year period shall
be calculated as follows:

CY1 RO! +CY2 RO + CY3 ROI /3 = Interest Rate.

In the event the Interest Rate in any year is less than 4% it shall be deemed 4% for such year. In the
event the Interest Rate in any year is more than 8% it shail be deemed 8% for such year.



