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Memorandum of Undetstanding 

This will constitute a Memorand.um of Understanding hei:ween the City Council of the City of 
Harrisonbwg, Virginia (the "City"), the Industrial Development Authority of the City of 
Harriso0b1Irg, Virginia (the "IDA"), James Madis.on Univet5ity (the "Landlord/ JMU"};dpM 
Partners, LLC or its assigns ("Developer"), and the James Madison University Foundation, Inc. 
(the "Foand~tion") colreclively referred tq herein as the ''Pariies" regarding the development, 
ownership and financing of a iOS-room hotel (the "Hotel") and conference center (the 
"Conference C¢riter") in Harrisonburg, Virginia on the northwest comet ofthc campus ofJMU on 
the folrowing tenns and conditions: 

Project, Proposed development of a 205-room independent Hotel ("Hotel Madison") and 
Conference Center ("Tl•e Sltenandoah Valley Conference Cente~') locate<! on Sou~• Main Street 
between the streets of MLK Way/Historic Cantrell Avenue and Grace Street. 

Pro~rty.The !and (the "Land") is cmrently owned by JMU and will be leased (the "Ground .. · ·' · 
Lease") to the Hotel Owne<(defined below) for the purpose of entering into' development ·· • • · · 
agreements (!he "D¢velopment Agreement5") with the Developer to cause the Hotel and 
Conference Center(collectively, U1e "Project") to be constru.c(ed and privately operate<! over ihe · ·· • 
50 year initial te>m (the "Teml") ofthe Ground Lease with the Landlord, 

Ownership. The Hotel will be I 00% oW)led by a special pmpose limited liability.company 
{"HotelOwner, LLC").dpM Partners, LLC wilt be the Managing Mel)lber oftlieHotel Oirmer; 
LLC. The Conference CMICI' will he owne<l by U1e Founcfution and leased (via the Subleasehack. 
defined below) to the Hotel ·Owner, LLC for tho Term of the Ground Lea·se at a cost .of$1 per· 
year; 

Ground Lease.JMU will lease the Property to the Hotel Owner for $1 per year for an initial 
Term of50 years conditioned on the development of the Project. JMU approves of suble-dSing a 
portion of the Land to the Foundation for the purpose of constructing the Conference C¢ntet (the 
''Sublease"). JMU mapproves ofthe Founcfution leasing the fully constructed Conference Center 
to the Hotel Owner, LLC for the Tenn of the Ground Lease for $1 per year (the "Siloleaseback"). 
See Exhibit A. for a summary of the terms of the Ground Lease-and Sublease and Subleaseback. 

Anticipated Development Costs.Based on prelimiiiary cost estimating done by Dcvelopet.and its 
C(insultants, Developer has informed tl>e Parties that the design, development and construction 
costs of the Conference Center will be approximately $1 Q,OO(),OOO. Attached li·ereto as Exhibit B 
is a budget prepared by Developer outlining the anticipated costs ("Anticipated Development 
Budget;'), The Parties understand that the Anticipated Development Budget is base<! o.n 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 mutually acceptabie to· the Parties, 
and which shall include aU approved development costs for tl1e COnference Center ("Approved 
Development Costs•). T!te Foundation will engage Developer to coordinate the design; 
development and construction of the COnference Center pursuant to tl1e Development Agreement 

Approved Predevelopment Costs' Upon execution ofthisMentorahdum of1)nderslailding, the 
appropriate Parties agree to elte¢ute tl•e attached Predevelopment Agreement for the purpose of 
stiaring in the cost of some of the Approved Development Costs. See Exhibit C for the 
Predevelopment Agreement. 

Operating PrOjectio_ns. Developer-has provided the Parties a ten year income-and expense 



·· .. /". \:. 

projection forthe Proje9t (Operating Projections}~nd has provided a third party feasibility repOtt 
supporting these Operating Pi·ojections. 

Phase. I Environmental Report. A Phase I Environmental Assessment will be ptepa~ed and 
approved by the parties and appl'OJll'iatc leni:lcrs. The asso.ciated cos.ts will become an Approved 
Development Cost 

Survey. A survey·<lfthdoand.("Survey") wilt be prepared and approved by the.Parties and 
appropriate lenders.The· associated costs will becon1e an Approved Development Cost. 

Funding. -FUnding_ for the Project will cot~e frotltthe fOilowing -sources: 

I. Private equity fi·om the Hotel Owner, LLC; 
2. Foundation funding of the development of the Conference Center ("Foundation· 
Funding") 
3. Pro.ceeds from investments by New Market Tax Credit investor 
4. Cqit:Struet_ipn loan proceeds 

Foundation Funding. At Ciosing, tl1e City shill! provide. tire Foundation with the appropriate :· ... 
Moral Obligation Suppoot Agreement (the "Support Agrc2Iilelll") to enabletloe Foundation to ·. '· 
bori'ow therequired!imOWlt (the "Foundation Loan'') (cinrcntly estimated at$10 millimi)to 
complete the constructibn of the Conferei1ce Center. Upon· ·executiott ofthis Memorandum of 
Understanding, the appropriate parties agree to execute the attached Support Agreement'for the 
purpq~e of helping the Foundation secure the fuQding.required· to build t11e Conference Center; 
SeeExhibitDfortheSupportAgreemenl.· .Upon execution ofthis'M;emorand!nll of · · ,·,.· . '· 
Understanding, U1e Foundation shall use reasonable effort5.to secure the Founda.tion Loan undei' · 
temts mutually acceptable to the parties, Nevertheless, the Foundation shall have no obligation to·. " · ' 
enter into or pursue the Foundation Loan, if it determines that the Conference Center will be '~ · 
unf)ffordable. Affordabilitywill be a function ofthe likely construction cost and the terms' 
tentathrelyoffercd by the Founaati<in's lender. ·. 

Proceeds from New Market Tnx Creditlnvestor. Upon cxecutionofthis Mcmorandtnn of . · '' · · -
Understanding, the Developer shall useits best efforts to secure the New Market Tax Credit· 
Investor. ThePmties acknowledge tMhime is ofthe essence to secure the required allocation·of 
New Market Tax Credits from the Federally sponsored progtanL 

ConStl'uction/MJni;.;Perm Loan. Upon execution ofihis Metuorandum ofUnderstart~irtg, the 
Developer will take the lead in securing t11e CQiJst}uction Loan. 

Definitive Agreements .. Subsequent to the exectilion of this .Memorandum of Understanding, the 
Parties will usc their best.efforts to execute de:fjnitive agreements pcrtaiotingto all asp·cct< of the 
transaction~ 

Legal Fees. All reasonable legal expenses incun·ed by the Developer telatedto'(hc negotiation 
and closing ofthe toansaetioil Will be included as Approved Development Costs. The City, IDA, 
JMU and the Foundation will be recjuired to fortd its own legal a~ld.tonsulting co;:;tS. 
Parkili[:. Adequate parking for the Projectwill be provided by JMU in the parking stmcture to be 
built by JMU adjacent to the Project. 

Widening of South Main Strcet.11tePruti~sagreeto work il1 good filith to enabletl1e Cit)> to 
build and pay for the widening ofSoutl1 Main Streetand Mmtin Luther King, Jr. Way (the · 
"Widening Project") in accprdanee with tl1e City's Conceptual Plan and JMU will provide the 
City with the required Right of way. The Pmties agree to complete the Widening Project by the 



~pf} opening of the Hotel and Conference Center. 

Closing, The date on which it is anticipated that construction can commence on Ute Project (the 
"Closing''). II is anticipated lhat 1he Closing between the Parties will occur on or 

. I) .tJ!( around.5q-rlii¢fa 30,/" ISwt. The tenns of this Agreement are subject to satisfactory 
(JI~ (".!~ completion of the following conditions: 

1·
1
-z; ~ 1) Approval by the Parties of the Approved Development Costs; 

(~ . i S 2) Approval by the Parties of the Development Agreement, lhe Ground Lesse._the 

1, I 1>· Subleaseand the Suble&Seback: 
. ·1 3) Receipt of all required approvals from the City ofHarrisonburg to construct the 

I l ~ ~) . Project; Approval of the title insurance policy on the Property; 
V ~ ; ) f7 4) Salisfuctory Phase I Envirorunental Report for the Property; 

,'}-" u 5) Satisfitctory SuiVey ofd~e Property 

'· 

PPEA: 17u! University i< cummtly co11sidering the de toils of this project under a 
Public/Private Educali011 Facilities alld lnji'OS/ruclure Act of2001-procurement protocoL 
Allfutm-e actions by d1e University relating In this project are subject to d1e successfUl 
completiou ofregulatoryacllvities required by tile PPEA process . . 

Agreed and Accepted 

e j 3.__ J Date: to!t.s/;v 
MAYOR OF TilE CITY C{)~ILOFHARRJSONBURG, VIRGINIA, 

Agreed and Accepted 

~---a/~ Date: f{M1-
~USTRIALDEVELOPMENT.AUfHOR1TYOFTHECITYOF 

HARRISONBURG, VA 

Agreed and Accepted 

~+t.J~., Date: /l.-15-:Z.ol'f 

PRESIDENT OF THEJ MADISON UNIVERSITY FOUNDATION, INC. 

Agreed and Accepted 
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EJhibitA 

Harrlsonburg/JMU Hotel and Conference Center 

Summary of Ground Lease and Sublease Tenns 

James Madison University 

Singl.e purpose entity controlled by dpM Partners, LLC. 

James Madison University Foundation, Tnc. 
The land will be located on Main Street between Martin Luther King, Jr. Way 
and East Grace Street Lessor is responsible for the abatement and removal of all 
structures within 60 days of Closing. 

Fifty (SO) years from the opening date of !he hotel, plus an op'tfonal 25 year 
extensiOn 

$!/year nominal rent 

Lessee to pay all costs of operating Demised Premises, including insurance, 
taxes, maintenance and repairs 

The Lessee and Sub-Lessee to construct on the Demised Premises a hotel 
consisting of205 keys and related common areas and facilities, including the 
assoefated 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 

repa.r ~ t~ Ae 1 ft7 
~I U"'>~ 

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

Lease to include standard mortgagee protections as required for construction and 
permanent fmancing ofLessee's interest under the Lease 

Lessee, at its cost, to maintain property and commercial general liability 
insurance in accordance with indusny standards for comparable properties 

Upon expiration of Term, plus applicable extension, or earlier termination of 
Lease, title to all improvements to revert to Lessor 

•, .. · 



Exhibit B 

Shenandoah Valley Conference Center 
Anticipated Development Budget 

Buildirg and Improvements $ 

Soft Costs $ 

Furnishings, Fixtures & Equipment $ 

Operations Costs $ 

Total $ 

6,910,000 

1,070,000 

1,150,000 

870,000 

10,000,000 



EXHISITC 

Predevelojjment Agreement 
THIS PREDEVELOPMENT AGREEMENT is made as of this d~y of September, 2014 between THE CITY 
COUNCIL OF THE CITY OF HARRISONBURG, VIRGINIA, a municipal corporation of the ·commonwealth of 
Virginia (the "City''); the JAMES MADISON UNIVERSITY FOUNDATION, INC, (the "Foundation")i.JAMES :.j-p;L_ 

!,AADISON YNIV.,RSITY (" •re); and dpM Partn~:c~~t: Maryland limited liability company ("Developer''). ~Ji&W 
1 

/ tz..l ,_ot? 

The parties to this Agreement have agreed to the basic business terrns for the development and funding ofa (j]tS)_ 0 

conference center and associated 205~room hotel at the locaUoil of a site owned by,JMUWhich fronts South Main 
1 

·{ 

S.treel and is bor<jered on (he north by MLKWay/Historic Cantrell Avenue arid on the south by Grace. Street (the Cf ~ _
1 
S. 

"Project") •. The Developer has undertaken design and other ptedevelopment actiWy, and the City and the 

Foundation have agreed to share certain costs upon conditions set forth herein. 

AGREEMENT 

In consideration of these premises and of other good and valuable consideration, the receipt and 

sufficiency of which is hereby acknowleJJged, the parties hereby ~gree as follows: 

1. The terms contained in the Memo of Understanding which this Agreement is atlached to as an . 

-.; ,, .. 

e~hibit set forth the b~sic terms of the development, ownership and financing oft he Project, an·d are ·· ' ... 

herebY ratified and affirmed, sUbject to mutual agreement oh definitive, docUments consistent with 

thOse terms. 

2. Developer agrees that it will perform the following predevelopment services: 

(a) Prepare and submitto the City and the Foundat.lon.a preliminary plan for the 

development and construction of the Project, including; 

(i) A facifitles program and design criteria which shall inctuderec.ommendations.witft 

respect to the scope, design and nature .ol the facilities and retated·amenltles to be · 

(ii) 

included In the Project; 

A proposed site plan; 

(iii) Proposed schematic design concep.ts; 

(iv). Utilities studies; 

(v) Environmental assessments; 

.· .. 

(vi) Such structural engineering, site a.nd soil studies, analysis of environmental 

remediation and ·other analysis as may be necessary and appropriate to prepare fOr 

construction of-the Project. 

(b) Prepare and submit to the Gity and the Foundation a construction budget for the 

Project, with breakdowns of line items consistent with breakdowns. typically utilized in 

hotel cOnstructioh. 

(c) Prepare and submit to the City and the Foundation an ouilineofproposed financing 

terms for private debt for the Project, and make application for such debt financing to 

locai banks or such other financial institutions. 

3. MaSter Development Aqi"eement. The Deve~Qj)er, JM_U, Gity_ and the. Foundation shall negotiate in 

good faith a Master Development Agreement with respect to the Project. 

4. Cost and Expenses. The following is a lis! of predevelopmerlt eXpense categories Which is approve.d 

by the parties: 



Al'(:hitecturat 8. Engineering 

Environmental & Testing 

SurVeys 

Legai&Title 

Miscellaneous Expense 

All predevelopment costs and expenses in the foregoing categories shall be shared one-third by the City, one-ihlrd 

by the Developer and one.third by the Foundation until the closing altha public and private financing, and 

thereafter as shi:tll be provid.ed in the Master Development Agreement. In no event, however, (i) shall the City's 

share of such predevelopment costs and expenses exceed $150,000, (il) shall the Foundation's share of such 

predevelopment costs and expenses exceed .$150,000, or (iii) shail the Developer be obligated pursuant to this 

Agreementto expend amounts that would result in the Develope~s share of such predevetopmentcosts and ·, ·. 

expenses exceeding $150,000. The Developer shall apply to the City and the Foundation for reimbursement by 

documents that describe the cost and expense incurred, suppqrted by pakf invoi_ces or receipts an_d such ;;·, , 

documentation as the City and the Foundation may reasonably. require. Payment shall be made by the City and· '· 

the Foundation within twenty (20) days after full documentation is presented to the City and th'e Foundation. The. · ··· '•· 

parties. intend that all parties wUJ·be fully reimbursed for these. pre·development expense:s at closing out of Project-'·~· :h·; •. , · ·, 

public and/or private. financing. 

5. T erni; Termination. This Agreement shall be effe.ctive upon execution by all parties and snail extend · · · ., ·· · .. 

thereafter until the ~rst to occur of the closing of Project financing or 180 days after the date. of this · ; ... · · 

Agreement (oi such later date as the parties may mutually determine). 

6. Assignment of Surv'eys, Plans.•etc: The Developer hereby assigns to the City an<Uhe':Fouoc!'!tioli 

the Developer's rights in and to all surveys, plans, engineering and ·architectural studies, ·corisllltarit's 

reports and other work product obtained by tile Developer with respect to the Projetlt (the. "Studies"), 

such assignment to be .effective only in the event that this.·-Agreeme"nt terminates ·j:iriBr-to:ekecutlon ·of. 

· !.he Master beveloprnent Agreement. Should this Agreement terminate for any reason before the 

Master Deveiopment.Agreement is tully executed and delivered, the Developer shall. deliver all 

Studies to the City and the Foundation. The Developer shall use commercially reasonable-efforts to 

obtain Irani all architects;. engineers, surveyors and consultants such consents as may be required, if 

a_ny, to permit such assignment a·nd delivery. This provision shall Survive·tenninat!on of the 

Agreement. 

PPEA: The University is currently considering the details dthis project under a Public/Private Education 

Facilities and Infrastructure Act ri2002 procuiementprotocol. All future actions by the Universfty relating to this 

project are subjectto the successful completion riregulatoty activities required by th<'J PPEA process. 

WITNESS the following signatures and seals as of the date first above writ.ten. 

THE CITY OF HARRISONBURG, VIRGINIA 

· .... 



JAMES~ 

By: ____ ~~=--------
SVPofFiD:Z 

JAMEI;> MADISON UNIVERSITY FOUNDATION, INC 

By:.~·thJ¥ 
President 

' •. 
Managing Member 

. J .. .•. 

'. : '·· 

'·· .. · 

., 
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EXHIBIT D .. ·. ,,j 13l;;L, ol~,,., 
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CITYSUPPORT AGREEMENT . . . v ,-r ,_ J 

~9 Cfb~ 

THIS SUPPORT AGREEMENT is made as 9f the ~~~~ay ot/},ro/?EP.., 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, Virginia (the "City"), the INDUSTRIAL DEVELOPMENT AUTHORITY OF THE CITY 
OF HARRISONBURG, VIRGINIA (the "IDA"), and )AMES MADISON UNIVERSITY FOUNDATION, II\! C. (the 
"Foundatlon").This Agreement has also been executed by the TREASURER OF THE CITY OF 
HARRISONBURG forthe sole purpose of indicating assentto paragraph three. 

RECITALS 
WHEREAS, the Council has determined that the further development of the City's tax base may 

require the use of economic incentives to awatt certain business and commerd.al investment in the 

City; and @ . \if.j\_ I!J7;;:1 J.-( b j15 . 

WHEREAS, the Council by R¢solutio0 dated Ocr0~014, 'has'identified a geographic area that is 
within walking distance of Court Square and :the heart of th.e {:ity's . .downtown business center, and 
uniquely positioned for commercial development and construction of :new or expanded facilities (as 
describ.ed In the Resolution, the "Development Area"); 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 Harrisonburg on land: : ,.,. · . · · 
owned by James Madison University ("JMU") and; ".,: :· .. · '·.:"· · '' ' .· 

WHEREAS, the Council desires to encourage such sUbstantial capital investment irr· the· ,, , '',. 
Development Area in order for the City to obtain'.a large-scale venue and facilities unlike any other· ,, , ·:'.'· 
facilities in the City (or .otherwise situated alon·g.: the 1-81 corridor north of Roanoke) that .• :Will. 
accommodate sizable groups for multiple activities, including conferences, workshops, festivals ~nd : · 
exhibitions, among others; and · , · 

Wli.EREAS, dpM is responsible for sec1.1ring financing·for the development 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 a not for profit orgahization recognized under Section 501(c)(3) of 
the 111ternal Reven.ue. Code of 1986, as amended (the "IRC"h and has public charity status· under Section 
509 ofthe IRC ("the "Foundation"). The Foundation will endeavor to obtain the estimated $i(),OQO,OOO 
fhtancihg for the construction of the Conference Center pur;uant to a development agreement by and 
between the Foundation, dpM, ·and JIVJLJ; and 

@:) 
WHEREAS, tQ.e C.Quncil, re.cogniting the economic benefit which will be generated by the 

Project, adopted oR~j~ ~'t~5J~ti6n authprizing 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 



. 1. 

)'I~ Jl,(;bll\ 
WHEREAS, the IDA adopted on. [date), a resolution authorizing the executi.oh 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 wit.h the 
Development Area from time to time are the significant public benefits that shall be derived from (i) 
promoting a strong, viab.le economy in the City, and in particular, boosting existing businesses and 
stimulating substantial. col)'lmertial development in the City's downtown are!'!, (ii) increasing the City's 
sources oftax revenues; and (iii} providing additional employment opportunities tor the citizens of the 
city; and 

WHERiAS; the.Cityhas undertaken significant due diligence over a period of several months and · 
engaged Hotel & Leisure 1\dvisors, LLC to conduct a market study (the "Independent Study"} and provide 
and describe financial projections relate~ specificallY to the Project; am! 

· WHEREAS, without the realization of the Project, the City would continue to have limited 
economicexpectations for the Development Area; and 

WHEREAS, pursuant to Section 15.2-9!';3 of the 'Code of Virginia, 1950, as amended (the' 
"Virginia Code"}, the City isautfwrized to mal<e gifts, ilonations,and appropriations of money frorn trrne 
to time to the Industrial Development Authority of City. of Harrisonburg, Virginia (the. ~'Authority") fcir · 
.the purpose Of promoting e~onomk development; and .· 

. ! •·: 

WHEREAS, the Council duly established the Authority on April24, 1973,with all.suchpowersas "' , ·, ·" · 
granted under the Industrial Development arid Revenue Bond Act as set forth in Chapter 49 of Title 1S.2 
of the Virginia Code; and 

WHEREAS, pursuant to Section ,15.2'4905 of the Virginia Ctn;le, the Authority may accept 
c<Jntributions, grants and other financial' a.ssistance frol)'l the City in order to· make .grants for .the 
furtherance of ewnomic development, among other things; and . ·, ·:- ., '· 

,: .. · · WHEREAS, ba.sed on the findings in .the lndep.endent Study, among other ;mimating reaSons as 
set forth herein, the Council now desires to enter into this Support Agreement to ensure the 
construction oft he conference Center and the economic benefits to the City flowing therefrom·. 

AG.REEMENT 

NOW, THEREFORE, for and in consideration 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 Foundation for the 
Conference Center, including any renewals or refinancings thereof, whether or not a.t the sarne financial 
Institution. (The term does not include a temporary, interest-only construction loan.} The City must 
consent to any Foundation Loan, but such consent shall not be unre.asonably withheld. 



(b) "Foundation Advances;, sh.all mean certain costs incurred by the Foundation, speCifica)ly, 
(i) the portion of the annual debt service on the Foundation loan which, in any·giv.en year, is not 
covered by the IDA's annual payment under paragraph five, (ii) the Foundation's interest costs incurred 
for any construction. loan, if the parties are unsuccessful at having such costs ''rolled upn into the 
Foundation· loan and paid from the Foundation loan.proceeds and (iii) simple interest on the foregoing . . 
aclvances at the annual rate equal to the average rate. ofreturn realized by the Foundatioh on all of its 
investments for the three (3) calendar yeats prior to the date such interest is paid, proVided; however, 
that In no event shall the interest paid by the City to the Foundation for su~h Foundation AdvimJ:ements 
be less.than four percent (4%) or greater than eight percerit.(8%) per annum. The ·exact formula for 
determining the interest rate to be paid on Foundation Adv<>ncerrients is set forth on Exhibit 1 this 
Support Agreement. 

(c) "Morai.Obligatioti' 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 promisee <inc:l. induce the 
promisee to take certain action. 

(d) "Project Tax Receipts" shall mean receipts of the City for lodging or occup<>nCY•taxes, 
property taxes, meals taxes; sales taxes, excise· taJ(es, and business, professional, and· occupational· . 

.license. ta~es or tees derived directly ·from· the Project, businesses operating there, and· transactions 
occurring there. Excluded from the definition of Project Tax Receipts are utility taxes a1iil fees assessed 
by the City for services provided, such as building. permits fees. '· . · , 

2. The Foundation, agrees to work in good faith to secure a.ll necessar{·fonds, ;md if it 
succeeds in S:et.uring such financing, to advance· all costs associated with the:·constructiorf. of the: 
Conference Ce>nter. 

3. Beginning on the September 1 afterthe City of Harrisonburg has issued a:Certificate of 
Occupancy for both the. Hotel· and the Conference Center, and ;on every Septeniber·l thereafter,. the 
Treasurer will calculate the.f!roject Tax Receipts for the preceding fiscal yearandreport the total to the 
City and to the Fom1dation in.a manner consistEmt with§ 58.1·3 of the Code·ofVirginia: . 

4. The City.Issues:its solemn .Moral Obligation to t;he Foundation·tllaHrom ·time to time 
each year ·depending on the Foundation loan repayment schedule but no later·tfian December 1 of each 
year, it will appropriate to the IDA the ProjectTax Receipts as reported by the Treas.urer. 

5. The IDA issues its solemn·Moral Obligation to the Foundation that within30 days of 
receiving an appropriation from CounCil of Proje~t Tax. Receipts, bvt no later than on or be fate 
December 31 of each year, it will pay to the Foundation the Project Tax Receipts as appropriated by the 
City. 

6, Payments made by the IDA shall be applied to Fou.ndation Advancements first and then 
to the Foundation loan. 

7. This Agreement shall remain in full force and effect for twenty-one (2i,)years from the 
date of the Certificate of Occupancy for the Conference Center and the Certificate of Occupancy for the 
Hotel (or the latterthereof). In the event the Foundation Lo.an and Foundation Advancerne.rtts. are not 
paid in full by such date, Council (i) recommends that its successor on such date enter into an 
appropriate extension of this Support Agreement to ensure that the Foundation is reimbursed for the 



full amount ofthe Foundation Loan and Foundation Advancements, and {H) declares that the failure to 
do so would violate fundamental principles of fairness. 

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

9. Nothing herein contained is or shall be d.eemed to be a lending of the credit oJthe City 
to the IDA, the Foundation, or to any other person, and nothing herein contained 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 City shall have the right to terminate this Support Agreement upon 10 days' 
written notice· to (b:e·Follndation if {i) either the Hotel or the Conf€m!rice'Center ceases operation (or is 
not open to the gerieral public) for twenty-four {24) consecutive mo'nth·s, or {ii)· if the Fo.undation files 
for protection· under' the United States Bankruptcy Code or··iS.-' ottierwi'Se adjudged insolvent. ·For 
purposes of clause {i) above, the City shall have no right to terminate ihMUortne Foundation contract 

· with an third party for the operation of the Project within the 24cmonth period, and the third party 
commences such operations within 150 days after the expiration ofthe 24-rrionth period. 

:·' ... _. 

:·,,' 

,_.. Fllrther;the"City shall have the right to te'r'minate tl\ls'-suppoit Ag"reement if JMU operates the · · <·: · ''· '·.- "' 
Project itself and denies that it is liable for any taxes associated With the Project. 

· · · · · 1L · · · Any notices or requests required to be given .hereunder shall be deemed given if sent · · 
,·by registered or certified mall, postage prepaid, addressed~" ·· : ,,, --- , . 

. .-• 

(i) if to the City or the IDA, to the Harrisonburg City Municipal Building, -, ' · · 
Hcirrisdn·burg, Virginia-22801, Attentio-n: City ManagE!r;·· · · ,,.~. 

(ii) if to the Foundation, to Tliomas H. Schaeffer, President, James Madison 
University Fouo~ation, Inc., 1320 South Main Street, MSC 8501, Harrisonburg, Virginia 
22807. 

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

12. The City and the IDA 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, iHJ pledge this Agreement as security for any loan related to the 
Project. The City and the IDA will give such further assurances to allow the Fo.undation to take the 
actions specified in this paragraph. Further, should the mal<er of the Foundation loah require payments 



more frequently th~n annually, the parties will negotiate in good f~ith to ap·ply th~ principles set forth 
· herein to any such payment schedule. 

IN WITNESS WHEREOF, the parties hereto have e<lch caused this Support Agreement to be executed in 
their respective names as of the date first above written. 

CITY COUNCIL OF HARRISONBUR VIRGINIA. 

. . ' ~ ' . - , __ ·, -i . 

By: __ ~----~-~----

.. JAMES MADISON UNIVERSITY FOUNDATION, INC. .... · · · 

By:~*· 14:1/A . . ·. 
· . p·r.esident 'f · 

CERTIFICATE OF CITY ATTORNEY 

I, G. Chris Brown, am the duly appointed City Attomev fort he City of Harrisonburg. 1·opine to the 
Foundation that the foregoing Support Agreement has been properly authorized by the Harrisonburg 
City Council and the. Harrisonburg Industrial Development Authority, and further, that the agreement is 
enforceable according to its terms. 



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 ofthe 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 

quarterly 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 

submitted to the Foundation's Board of Directors. The Foundation 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 (ROI) for each rolling three year period shall 

be calculated as follows: 

CY1 ROI +CY2 ROI + 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 shall be deemed 8% for such year. 


