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!! On! July! 26,! 2011,! the! Alexandria! City! Council! requested! a!

status!of!the!Alexandria!process!for!redevelopment!of!certain!assets!located!in!its!

downtown!area.!!These!assets!include!two!City4owned!properties:!the!Alexander!

Fulton!and!Alexandria!Riverfront!Center!(“ARC”).!

!

! The! Administration! of! the! City! of! Alexandria—already! engaged! in! an!

assessment! and! performance! audit! process! of! its! activities—published! an!

Executive!Summary,!SWOT!analysis,!and!Appendix!(I)!relative!to! issues! involving!

these! hospitality4related! properties! in! the! Downtown! Area.! ! In! this! “Expense&

Reporting& Pre2& and& Post2DHI”! aspect! of! the! larger,! historical! report—including! the!

Executive!Summary—the!details!of!decisions!by!the!Alexandria!City!Council!and!

Administration!relative!to! finances!are!outlined!and!supported!by! informational!

worksheets.!

!
Background&

&

Following! the! impediment! of! the! NR! Group’s! bankruptcy,! and! warnings!

from! the! Alexandria! Administration,! the! Alexandria! City! Council! enacted!

legislation! to! address! the!Administration’s! findings! and! concerns! and! authorize!

action!by!the!Administration!“with!all!deliberate!speed.”
1
!!The!Council!authorized!

certain! cooperative!economic&development!between!Alexandria!and!partners—

including! capital! expenditures!with! third! parties,! lenders! and! the!NR!Group,! or!

others—as!may!be!approved!by!the!United!States!Bankruptcy!Court.
2
!

                                                
1
!See)Alexandria)City)Ordinance,)No.!9942009;!and!see)Alexandria)City)Resolutions,)Nos.!859442009,!87004

2009,!and!870142009,!attached.!!

 
2
!Id.!
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These!authorizations!were!necessary!to!maintain!a!status!quo!that!would!

lead!to!a!stabilized!value!of!the!Alexander!Fulton!asset.!!!

!

The!Administration!notes!capital!and!operational!items!were!budgeted!for,!

and! treated! for! accounting! purposes,! differently,! and! should! always! be!

considered!in!that!context.!!The!total!amounts!budgeted!exceeded!$1,000,000!in!

authorized! spending.! ! The! Administration! has! spent! within! those! strictures!

provided! herein,! and! in! compliance! with! prerogatives! spelled! out! by! law! and!

“agreed!upon!procedures.”
3
!

!
Agreed2upon&Procedures&and&Guiding&Assumptions&

&

The!guiding!assumptions!were:!

!

• The$City$owns$essential$assets$in$and$around$the$Alexander$Fulton,$and$is$

a$necessary$party$to$any$agreement$to$use$that$property.!!The!city!owns!

the! land! and! improvements! referred! to! as! the! Alexander! Fulton.! ! The!

related! issues! of! funding! needed! improvements! to! the! hotel! (such! as!

capital!needs!and!improvements!to!the!lodge!tower,!elevator,!and!HVAC)!

were!declared!critical!at!various!points.
4
!!Alexandria!has!avoided,!since!the!

advent! of! the! DHI,! accruing! costs! to! operate! the! hotel,
5
! also! avoiding!

interruption! in! the!continuity!of!operations.! !The!“Rosenfeld!agreement”!

ended! September! 1,! 2009,! and! a! new! agreement! for! operation! of! the!

hotel!was!sought!after!that!date.!!The!losses!expected!to!accrue!in!the!last!

                                                
3
! ! Indeed,!as!confirmed!by!Alexandria)City)Resolution,)No.!893942011,!the!Council!resolved!to!commend!

the!Administration’s!efforts.!!This&was&passed&June&28,&2011.&

!
4
!“Capital”!items!are!those!things!that!are!incorporated!into!a!tract!of!land,!building!or!other!structure!so!

as!to!become!an!integral!part!of!it.!!Things!that!are!attached!to!a!building!and!serve!to!complete!a!building!

without!regard!to! its!specific!use!are!Capital! Items.! !Capital! Items! include!but!are!not! limited!to,!doors,!

windows,!shutters,!gutters,!cabinetry,!plumbing,!heating,!cooling,!electrical!and!similar!systems.! !Things!

which!cannot!be!removed!from!a!building!without!substantial!damage!to!themselves!or!to!the!building!or!

other!structure!are!Capital!items.!!Operating!items!are!those!that!are!not!capital!and!tend!to!be!related!to!

day4to4day! operations! and! running! of! a! going! concern,! such! as! payroll,! regular!maintenance,! cleaning,!

administrative,!and!management!costs.!

!
5
! On! August! 30,! 2009,! the! decision! to! operate! indefinitely! and! no! less! than! four! months! was! made!

following!Alexandria)City)Ordinance,!No.!24442009,!attached.! !The!City!Council!granted! the!authority!of!

the!emergency!ordinance!expressly! to!operate! the!hotel! should! the! council! representatives! and!mayor!

certify!such!action!to!be!in!the!City’s!best!interest.!!(Alex.Ord.No.)244G2009).!
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quarter! of! 2009! were! significant! and! were! to! be! weighed! against! the!

longer! term,! less! quantifiable! losses! to! Alexandria! if! the! Fulton! were!

shuttered!for!any!period!of!time.!!This!remains!the!single!most!important!

cost4benefit!analysis!for!Alexandria.!!

!

• The$ City$ owns$ in$ its$ entirety$ the$ Alexandria$ Riverfront$ Center.$ $ The!

Riverfront! Center! and! its! value! can! be! used! as! leverage! in! any! global! or!

partial!arrangement!made!by!the!stakeholders.
6
$$$

!

The!City!Council! authorized! the!Mayor! to!pursue!protection!of! the!asset!

now!known!as!the!Alexander!Fulton!Hotel!and!the!Mayor!was!authorized!to!take!

such!action!which!in!his!discretion!was!in!the!best!interest!of!the!City!and!which!

authority! included! the! following! actions! (which! was! authorized! by! companion!

ordinance(s)):!

!

• Expenditures& of& S.P.A.R.C.& funds& to& conduct& feasibility,& appraisal,&market,&

and&capacity&studies&relative&to&the&Downtown&Hotel&Initiative&and&all&other&

S.P.A.R.C.2CRA21&activity,&not&to&exceed&One&Hundred&Sixty&Seven&Thousand&

($167,000.00)&Dollars.7&

&

• Expenditures& from& capital& outlay& and& operations,& as& is& appropriate,& of& an&

amount& not& to& exceed&One&Million& ($1,000,000.00)&Dollars& for& shoring& up&

capital& improvements& to& City& properties& and& operations& at& the& Alexander&

Fulton&and&Convention&Center,&(specifically&any&property&or&interest&of&the&

City& contained& or& connected& therewith)& with& full& grant& of& up& to& of& Four&

Hundred&Twenty&Five&Thousand&($425,000.00)&Dollars&without&requiring&an&

additional& resolution& and& thereafter& to& require& an& additional& enabling&

resolution&for&the&balance&of&the&appropriated&amount.&&&

&

• Expenditure& of& the& said& $425,000.00& shall& be& limited& to& One& Hundred&

Twenty&Five&Thousand&($125,000.00)&Dollars&in&cost&sharing&of&management&

and& salary& aid& and& assistance& to& the& Alexander& Fulton& and& Convention&

Center& operations& for& the& months& of& April& through& August& of& 2009,&

(apportioned& in& the& Mayor’s& discretion& to& management& and& functions&

related&to&city&owned&facilities&and&improvements)&and&for&authorization&of&

Three&Hundred&Thousand&($300,000.00)&Dollars&in&funds&for&Administration2

                                                
6
!This!is!reported!on!in!more!detail!in!other!portions!of!the!full!report.!

 
7
!The!Administration!spent!under!this!amount!and!provides!it!in!Appendix!2.!
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certified& improvements,& subject& to& a& qualified& Cooperative& Endeavor&

Agreement,&approved&by&this&Council.&

&

This! enabling! legislation’s! original! authorization! effectively! terminated!

August!31,!2009.!!New!legislation!was!required!to:!(i)!close!the!hotel!until!it!could!

be! sold! or! included! in! a! global! proposal! (subject! to! Capital! One! claims),! (ii)!

authorize!continuing!operations!with!the!Capital!One!and!a!City!manager,!or!(iii)!

authorize! a! new! management! agreement.! ! Thereafter,! the! Council! authorized!

continuing!operations!and!“agreed!upon!procedures.”
8
!

!
Hotel$Spending$in$a$Snapshot

9
$

!

Capital!One! ! ! Rosenfeld! Noble! ! HIP! ! Noble!

200842009! ! ! ! 200942010! ! ! 201042011!

!
! ! ! ! Receipts:  $833,762.02 
    GF Transfers: $157,000.00 
    CDBG:  $250,000.00 
 
    Expenses: $1,215,101.90 
    Utility:  $117,696.11 
 
    Net revenue/ 
    (loss):  ($92,035.99) 

 
   Thus, the public subsidy for operations 

    and capital was in excess of $500,000. 
 

   In this the pre-DHI era, the city was  
    responsible for operations and capital. 
 

                                                
8
!See)Alexandria)City)Ordinances,)Nos.!22242009,!30442009;!and!4842010,!14442010;!and!see!Alexandria)

City)Resolution,)No.!895142011,!attached.!!Also,!the!Major!Budget!Amendment!of!201042011!provides!for!

the!$220,000!transfer!(CDBG);!and,!finally,!Alexandria)City)Ordinance,)No.!12242011.!

!
9
! The! City! also! expended! from! its! building!maintenance! fund! over! the! entire! period! from! NR! Group’s!

bankruptcy!to!now!the!amount!of!$171,579.95,!attached!as!“Expenses!Sheet.”!!Accordingly,!all!expenses!

are!accounted!for!and!within!agreed!upon!procedures!and!legal!authorizations,!under!budget.!!When!one!

backs!out!of!the!expenditures!the!CDBG4restricted!funds,!which!are!not!normative!city!funds!and!created!

no! loss! to! the! citizen! whatsoever,! the! spending! clearly! occurred! well! under! budget,! has! been! as!

represented,! leaving! “room”! to! resolve! the! Capital! One! claims! (as! has! been! authorized! by! the! Council!

previously).!!As!a!result,!the!most!significant!spending!occurred!under!the!Rosenfeld4Noble!management!

agreement! scenarios! and! not! under! the! Administration4proposed! DHI! and! post4DHI! agreements.! ! For!

perspective:!in!the!pre4DHI,!the!City!expended!approximately!$300,000!in!general!and!utility!funds!and!in!

the!Administration’s!DHI,! the!number!dropped! to!$44,000,!demonstrating! the!difference! in!approaches!

achieved!by!placing!risk!on!the!manager!and!not!the!City!of!Alexandria.!
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Capital!One! ! ! Rosenfeld! Noble! ! HIP! ! Noble!

200842009! ! ! ! 200942010! ! ! 201042011!
 

Receipts:  $178,792.81 

        GF Transfers: $0.00 
        CDBG:  $220,000.00 
 
        Expenses: $294,875.19 
        Utility:  $44,708.74 
 

   Net revenue/ 
        (loss):  $59,208.88 

 
Thus, the public subsidy ended for 
operations and was limited to capital in 
excess of $200,000.  In this the post-
DHI era, the city was responsible for 
limited capital and the risk of losses has 
shifted to the manager-operator-lessees. 
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