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I. INTRODUCTION

1 

T he proposed development of Vinegar Hill, as agreed to by the 

City of Charlottesville and Bland and Hoye Developers in 1981, has  

pro voked almost two years of spirited controversy among the merrtJers 

of the business corrrrx.Jnity and among the citizenry of Charlottesville, 

Virginia.  At issue is the question of whether the City should use 

public monies to subsidize the building o f  a luxury hotel in its  

downtown neighborhood. This paper will examine factors relevant to 

that issue: it wi 11 pr edict the dis tr ibu ti onal impact of the 

under t aking, it wi 11 rel ate the project t o  efficient resource 

allocation, and it will conduct an overall cost-benefit analysis . I n  

short, this paper will demonstrate that the City has been ill-advised 

to participate in the proposed project. 

II. BACKGROUND
1 

Vinegar Hill is a twenty-acre tract of land located in the heart 

of Charlottesville's downtown business district. Prior to 1960, this 

area was in desperate decay and was characterized as a bottleneck to 

downtown business expansion. In 1960, this acreage became the target 

o f  a three million dollar urban renewal project. With financial help

from the Fed eral Go ver nment, t he City purchased the land and 
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com pletely c leared it. Residents of the area were relocated to a

nearby Federal Housing project, and the City proceeded to se l l  bit s 

a n d  pie ce s of Vinegar Hil l  to various private d eveloper s. 

Eventually, fourteen of the t wenty acres  of land were priv ately 

developed. 

In  1978, City Coun cil for med the Charlottesville Developme nt 

Group. The Group, com po s ed o f  c om m u n i t y  a n d  b u s i n e s s 

representatives, had as its objective the search for a plan which 

would streng then the e co nom ic base of t he City. Their s t udy 

recommended that the remaining six acres of Vinegar Hill be given top 

priority for development. Two reasons were given in the report -- 1) 

that the land, in that it was bar ren, acted as a deter rent to 

downtown expansion westward toward s the campus of the Univer sity of

Vir g inia and 2) that this site offered an unusual opportunity for the 

City in its effort to sti(Tlllate busine s s  a ctiv ity in the cent ral  

business dist rict. 

Soo n thereaf ter, a private consultant was hired by the City to 

make recorrmendations concer ning the use of the Vineg ar Hi 11 site. 

The co n su 1 tan t 's initial plan called for the building of a large, 

luxury hotel, suggesting that such a structure would best fulfil l the 

City's desire to gain maxi(Tllm potential from the use of the six-acre 

plot. Further study of a more inte n sive and  practical nature, 

however, led the co n sultant to augment the original proposal. In 
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order to assure hotel trade in the downtown area, the consultant's

report argued, a conference c enter should be  located n ea r b y .  

Addi t i  on ally, a cknowledging that existing parking space in downtown 

Charlottesville is currently inadequate for the traffic which would 

accompany suc h  an influx of people and noting that acquiring 

sufficient space for additional surface parking would be impossible,  

it w as determined that a parking garage would necessarily have to be 

built as well. A hotel located along a public roadway outside the 

City would not need such a center and garage to generate activity. 

Roadway traffic would bring lodgers, and surf ace parking would be  

inexpensive and readily available. But, the thesis concluded, since 

the objective of the_ plan was to vitalize downtown Charlottesville  -

in line with the aim to develop Vinegar Hill -- these two struc tures 

were crucial to the viability of the overall project. 

The con sultant's c a lculations disc losed, however, that any 

additional expenses beyond those geared for the actual construction 

of the hotel itself would make the development an unprofitable

investment for a private contractor. Therefo re, in order for the 

downtown development plan to materialize, the City -- that is, public 

funds -- would have to subsidize the hotel project b y  b earing the 

c osts of constructing the conference center and the parking garage. 

After private discussions and a public hearing on the subject, 

City Council corrmitted itself to support of the con cept of the 
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proposed plan. For the next two years, the City worked with the 

consultant to select a private developer and, in  February of 1981 , 

the City entered a tentative agreement with Bland and Hoye Developers. 

Bland and Hoye proceeded to employ their own financial c.,nsultants, 

and t hese co nsul tan ts likewise concluded that the pre :ect would be 

feasible. Finally, in June of 1981, Bland and Hoye formally agre ed 

to b u ild  a ho tel, prov ided the City would follow through in its 

corrmitment to build the conference center and the accompany ing 

parking g arage. 

The project ed cost to the City for these two facilities is six 

million dollars. Under the proposed plan, the money would be  ra ised 

by issu ing and sell ing mu n ic ipal bonds. These bonds would be 

amortized over twenty years at 8% int ere st, add ing another five  

m ill ion dollars in interest payments. Hence, the total cost borne by 

the City is estimated to be eleven m ill i on dollars spread over a

twenty-year period. These figures are taken directly from the City's 

financial consultant's report of 1981 . Th is report ( prepare d by  

Zuch el  1 i, Hunt er and Associ a tes, Inc. and entitled "Vinegar Hill 

Project: Fina n c i a l  Co s ts a n d B e n ef i t s  t o  t h e C i t y  o f  

Charlottesville") has been relied on exclusively by the City. 

Add it ional tax revenues would have to be generated in order to 

meet the annual cost of servicing the six million dollar bond issue. 

Accord ing to a cost-b enefit analys is prepa red by the City's 
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consultant", however, the collection of additional tax revenues would 

only be necessary for the first nine years of the project.  By the 

tenth year, the development's direct tax revenues would effectively 

pay the annual b ond service costs. The proposed project,  as 

formulated , would require raising additional tax revenues for the 

first nine-year period of the project. 

Two a lternative way s of raising additional revenues for the 

nine-year period are currently being studied by the City. They are: 

1 J an increa se in the real property tax rate, and 2) an increase in 

both the meals tax rate and the transient lodging tax rate. 

Alternatives to the hotel-conference center have been forrTXJlated 

by City Officials. 2 In fact, " ... the development possibilities are 

numerous ••• " 3 The alternative development plan given most ( although 

not serious) attention consists of 50 multifamily condominium housing 

uni ts. There are two m ain reasons why condominium units are an 

attractive, feasible alternative to the hotel-conference center. 

First, it is generally accepted that a d emand exists for 

condominiums in the downtown area of Charlottesville. This beli ef is 

suppo rted by recent development of such units adjacent to Vinegar 

Hill. Furthermore, condominiums have practical benefit s wh ich City  

officials must appreciate. The troublesome question of parking 

facilities does not come into play -- and thus this kind o f  
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development overcomes one of the problem areas that has plagued many 

of the plans under consideration. Insofar as parking faci 1 it  i e s  are

needed, each condominium unit would presumably provide those spaces 

which are deemed essential for each unit. As a result, this 

alternative development would be entirely privately financed. Public 

funds -- that is, money provided by Charlottes v ille's taxpayers -

would not be utilized. 

While the condominium pl an is most favored among the various 

alternative schemes City Officials are considering, "staff continues 

to suppo rt the hotel-conference facility as the highest and best use 

of the property." 4 As such, discussion has not been based o n  which 

development to support, but rather on whether the city should put up 

its share of money for the hotel-conference center. 

At this writing, while the corrmunity continues to debate the 

wisdom of the favored plan, City Council is preparing to make a final 

decision as t o  wheth er they will p ro vide the subs idy for the 

development of a luxury hotel in Vinegar Hill. 

III. DISTRIBUTIONAL EFFECTS

An examination of expenditure-related and tax-financing related 

distributional effect s will f ollow. Although the cond ominium 

alter native development plan has not received rruch serious attention 
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from Cit y  Officials, it w il l  be utilized here in assessing the 

hotel-conference center's effect on area prices .  In analyzin g  the 

impact of any develop m ent scheme for the presently vacant Vinegar 

Hill area, the relevent c o mparison ( in  which t o  assess t h e  

dis t ributional impact of such a plan) is not a comparison between the 

proposed development and the present situation but, rather, bet ween 

the proposed development and the best alternative use of the site. 

Based upon what City Officials have said about the condom inium 

de ve lop m en t scheme, th is pl an will represent Vinegar Hill's best 

alternative use. The analysis of the hotel- conference center's 

distributional impact,  therefore, will consist of a hypothetical 

comparison between the center's and the condominiums' effects on area 

input and output pr i ces. Before ex am ining this distributional 

impact, an importan.t assumption rust be explained. 

In regard t o  the hotel-conference center, the following two 

financial claims have been made by City officials: f i rst, that the 

additional Cit y taxe s levied to finance the City's portion of the 

project will be of temporary duration and will be recin ded once the 

project b r eaks even in the tenth year; and second, that tax revenues 

from the hotel complex after the break-even year can be put to use in  

the  Cit y ' s  general budget, permitting a reduction in individual tax 

burdens from today's pre-project level s .  T h e  p re dic tion s of t a x  

reve nues that the hotel-conference center will generate, however, are 

subject to considerable gu esswork and, indeed, m a y  p rove t o  b e  
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incorrect. - Reflecting his skepticims regarding these claims, 

Charlottesville "'1ayor Frank Buck stated the following: "I'm not going 

to tell anybody, after the project goes into effect, that I'm going 

to be able to reduce your taxes ... "5 The consultant's financial 

analysis on which the prediction of future tax rates is based will be 

examined below in Section V. For the purpose of this section, 

however, an exact assumption must be made. This analysis -

notwithstanding its stated criticism on this matter -- will assume 

that the generating of additional tax revenues to finance the project 

will indeed only be temporarily necessary. But it will not assume 

that individual tax burdens will actually be decreased from today's 

pre-project levels after the tenth year of the project: this claim 

closely examined below -- is not convincingly substantiated so as to 

be taken as valid. 

Expenditure Effects

Whether Vine g ar Hil l is d e ve lope d  with a subsidized 

hotel-conference center or with multifamily condominium units, the 

prices of land and rental rates will rise in the irrmediate area of

downtown Charlottesville near Vinegar Hill. (That is, both the price 

received by owners for its sale and the price paid by renters for its 

use will rise in this particular area.) Suppliers of goods and 

services that complement either the hotel-conference center or

multifamily condominium units will desire to locate their businesses 
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close to the proposed si te. This interest will create heightened 

demand for property near Vinegar Hill. Since the supply of land near  

this  site is perfectly inelastic, the increase in demand will work to 

push up the price of this land. Rental rates in the Vinegar Hill 

area will follow the same pattern as a result of the enhanced desire 

to locate near the hotel-conference center or the housing uni  ts. 

Predicting the magnitude of this increase is beyond the scope of this 

paper. 

T he i ncreased cost of land and rents in the Vinegar Hill area 

will reflect the movement of econ omic activity t o  and from this 

downtown space. Under the hotel-conference center alternative, the 

movement to the area (as discussed above) involves those facilities 

and services that complement such a complex. Businesses such as 

restaurants, bars, and gift shops -- all of which offer goods and 

services typically utilized by visitors who attend conferences -

will move to the Vinegar Hill area. On the other h and, under the 

multifamily condominium a lternative,  businesses that complement 

housing needs -- such as department and hardware stores -- w i 11 move 

to the Vinegar Hill area. ( In either case, those enterprises which 

cannot bear the increased costs of remaining in the downtown area 

will move away.) While both alternatives will increase downtown area

land prices and rents, the resulting composition of economic activity 

in this area will depend on which plan is chosen. 
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The Real Estate Assessment Office will react to these workings 

of the market and somewhat offset the property value gain accruing to 

owners of downtown real estate. The official, City-assessed value of 

this land will be revised upward, thereby increasing real property 

taxes. This upward reassessment will reduce the selling price of 

this land. However, the actions of the Real Estate Assessment Office 

will only partially offset the market value gain created by the 

subsidized hotel-conference center or the multifamily condominium 

units. 

E ither development plan, then, will heighten the value of 

locating in the downtown area of Charlottesville adjacent to Vinegar 

Hill. Those who own land in this corrmunity will incur greater 

opportunity costs; and those who rent will incur greater rents. 

Tax-Related E f fects 

In that the multifamily condominium scheme would not require 

public monies, the following analysis of tax-related effects applies 

only to the hotel-conference center proposal (since it will require a

nine-year tax increase). 

Tax-Related Effects: Increased Real Property Tax Alternative 

Under the increased real property tax rate alternative for 
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financing the City's portion of the hotel-conference center, the 

initial increase in the real property tax rate will be six cents per 

$100 of assessed value. The impact of an additional six cents on the 

owners of real property (land and/or buildings-homes) is as follows: 

Property Value 

$30,000 

50,000 

80,000 

Increase in 

Monthly Tax Bill 

$1.50 

2.50 

4.00 

As the tax revenues generated by the hotel-conference center 

increase each year, these revenues will gradually offset the initial 

tax increase. The initial increase of six cents will step down to 

five cents, to four cents, to three cents, etc .. Finally, in the 

tenth year of the project, there will be no additional cost to the 

taxpayer. 6 

The proposed temporary increase in the real property tax rate 

will lower the value of all City land by the amount of each year's 

rate-increase (as shown in the table above). However, regardless of 
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the incr e ase d annual tax payments imposed by the proposed project, 

the present demand for locating activity within the City outside the 

Vin egar Hill area will n ot be  significantl y  altered. For two 

reasons, those presently owning land in the City will n ot consi d e r  

rel ocating outside of the City in order t o  avoid the increased real 

property taxes. First, the increased tax payments cannot be  a void e d  

by movi ng b e caus e an  own e r  of City property will have t o  sell his 

property for less as a result of the tax. And, second, the costs o f  

moving on e's business or residence will be greater than the benefits 

of avoiding the increased tax payments. An example demonstrates this 

situation. 

A comme rcial or residential property is valued at $80,000. For 

simplicity, suppose that the initial real property tax rate incr e as e  

o f  six ce nts re mains at that level for the entire nine-year period.

(That is, assume the tax-increase does not step down t o  five ce n ts, 

t o  four ce nts, e t c., as described in the development plan.) The 

annual increase in real property taxes would be  $ 48, and the t otal 

incr e as e  assuming a 10% discount rate would be $304. 07 over the 

nine-year period. (The discount e d  pres e nt value,  a t  i=l0%, o f  

(9x48)=30 4.07) .  Since the initial increase of six cents was not 

stepped-down in these calculati ons, this figure is the  absolut e 

maximum increase in taxes that would occur under the plan. Since the 

costs of moving a busin ess or reside nce out of the City t o
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surrounding C o u nty land surely would be greater than $304.07, it is 

very unlikely that such a movement will occur.

The increased real property tax rate, then, will not affect the 

demand for locating within the City. The price of land in the City  

will not be significantly modified by the proposed tax increase. 

A n d  increasing the real  property tax rate will have n o  

perceivable effect on City rents. The proposed increment is so small 

that even if owners of property passed-on increased tax payments to 

area renters, the rise in rental fees would be negligible. 

Tax-Related Effects: Increased Meals Tax Rate/Increased 

Transient Lodging Tax Rate 

Und er this alte rnative for financing the proposed subsidy, the 

meals tax rate will increase from 4.% to 6.%. The pre s e nt rate of 4.%  

is due to a statewide sales tax; the proposed 2.% increase will be 

collected by the City. Additionally, the transient lodging tax rate 

will rise from 6.%' to 8.%'. The State presently collects 4.% through the 

sales tax while the City collects 2.%; under the p ro p o s al, the C i t y  

will a l s o  collect 4.%'. Once again, both of these tax rate increases 

will be temporary, lasting only for the first nine y e ars of  the 

project. 7
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Restaurants and hotels located in the City are in competition 

with similar facilities situated in the surrounding County.  Under 

condi tions of perfect competition, in that the two tax-increases will 

not be imposed on County restaurants and ho tels, res tau ran  ts  a nd 

hotels l oca ted in the City would not be able to pass on the added 

costs created by the increased tax payments to their customers: these 

consumers would simply avoid increased output prices by shifting 

their trade to County restaurants and hotels. Thus ( according t o  

theory) competition would prohibit any upward movement of output 

prices, and the profits of City restaurants and hotels would decrease 

in the short run.  This l ine of reasoning, however, is not 

appropriate in this instance, as perfect competition requires all 

goods to be homogeneous to ensure elastic demand facing any one firm. 

City restaurant meals and hotel services violate this condition.  In  

fact,  as will be argued below, the demand for services at a City 

restaurant or hotel is quite inelastic. 

Restaurants build clientele for a variety of reasons -- quality 

of food, menu selection and atmosphere. In other words, there is no  

"one" product that sells for "one" price. Similarly, hotel services 

also cannot be lumped t ogether and viewed as "one" commodity.  

Different hotels offer different types of services: some are elegant, 

some are cut-rate, some are suited especially well for business 

meetings, etc.  And hot el guests -- typically visitors to the 
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Ch a r lottes ville area -- probably would not even be familiar with the 

2% increase in the transient lodging tax rate. 

Two examples further undermine the above theoretical predictions. 

Suppose a restaurant meal is priced at $10. Tod ay, an a ddition a l  

$ .  4 0  m ust  be p a i d  in taxes. Under the proposed tax increase, and 

assuming the tax is fully passed-on to consumers, tax payments on the 

meal will rise by $.20, and a total of $.60 will be charged for taxes. 

For those cost-conscious customers considering w hether to seek out 

only those establish ments located in the County -- in order to avoid

the additional tax payments inc ur red by City resta u rants -- the 

rele v a n t  com pa rison is $10.40 versus $10.60. This mea ger rate 

difference surely will not induce marked abandon ment of a f a vorite 

City resta u r ant. A 2% pr ice increase will not alter the existing 

demand for dining in the City. 

Now assume th at the price of a hotel room is $40.00 per night. 

Presently -- whether the hotel is loc ated in the City or in the 

County -- an  a d d ition al $2.40 rrust be paid in taxes. (The County 

also imposes a 2% transient lodging tax on top of the 4% state s a 1 es 

tax. ) U n der the planned 2% increase and again assuming that the tax 

is fully passed on to consumers, tax payments will rise by $.BO; 

total tax payments will be $3.20. The comparison, then, is $42.40 

versus $43.20. Again, this is a negligible difference. It seem s 

unlikely, therefore, that the increased transient lodging tax rate 
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wi 11 take a significant amount of business away from Charlottesville 

hotels. 

Even  if  fully reflected in  output prices, then, the two tax 

increases should n ot apprecia b ly affect the d eman d for City 

restaurant meals and hotel services. As a result, the increased tax 

payments imposed by the proposal will, in all likelihood, b e  fully 

passed-on to area consumers. 

Surrmary of Distributional Effects 

A project 's distributional impact is evaluated by identifying 

the changes in economic well-being which, if put into effect , the 

project will create. Since the multifamily housing unit alternative 

development scheme has not received serious at ten  ti o n  from City 

Council, this analysis will eva luate on ly the hotel-conference 

center's distributional impact. Such an identification follows. 

Un der  either of the alternative tax-increase plans for financing 

the hotel-conference center, property value in the irrmediate vicin ity 

of Vin egar Hill will rise significantly. And the business activity 

of those goods a n d  services which complement the c omplex will 

su bstantially flourish. These small groups of property owners and 

businesses, therefore, represent the subsidy's gainers. 
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On the-other hand, increased real property taxes will cause the 

value of City real property to fall. An increase in both the meals 

tax rate and transient lodging tax rate will cause the prices of 

these goods and services to rise. As a result, either the owners of 

real property within the City or the consumers of City restaurant 

meals and City hotel services will be the project's losers. 

In short, the project's losers greatly exceed the project's 

gainers in numbers. 

IV. EFFICIENT RESOURCE ALLOCATION*

This section will consider whether the use of public roonies to 

subsidize the development of a luxury hotel is consistent with 

efficient resource allocation. if the luxury hotel, the conference 

center, or the parking garage is a public good, or if consumption of 

any of these facilities' services produces positive, real external 

effects, the City might have economic justification for participating 

in the proposed development project. The City, however, can claim no 

such justification. 

Clearly, none of the complex's three structures qualify as a 

public good. It would be possible -- indeed, quite easy -- to 

confine the benefits of any of these facilities to those selected 

*This section will concentrate only on the hotel-conference center.
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persons who pay for its services. Public financing is not necessary. 

On the basis of public-good analysis, the City of Charlottesville 

should not provide the proposed subsidy. 

All of the proposed facilities will produce external effects, 

but these external effects do not warrant a government subsidy 

because the "externalities" produced are actually pecuniary 

externalities. Pecuniary externalities are external effects that are 

transmitted exclusively through the price system. Only those 

activities which produce positive real external effects, ones which 

occur without a market transaction, can justify government subsidies. 

An example of such an externality will clarify the point. 

When a person is inoculated against a contagious disease, he 

himself benefits for obvious reasons. But other citizens benefit as 

well because they are less likely to catch the disease. The external 

benefits to those not directly inoculated represent net social 

benefits an individual does not consider. As a result, the private 

production of inoculation services is insufficient. Government 

subsidies that encourage greater production of this activity can help 

to rectify this inefficiency. In this instance, a public subsidy is 

desirable to enhance the efficiency of resource allocation. 
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The external effects produced by the luxury hotel, conference 

center, and parking garage, in contrast, will be tra n s mi tted s olely 

th rough the price system: the prices of particular inputs and outputs 

in the downtown area will increase. In this instance, there will not 

be any net social gain or loss, for the gain to some (as a result of 

the changes in input and output prices) is exactly offset by the l os s  

t o  oth er s.  I n  sum, these effects represent pecuniary effects which 

do not indicate an inefficient allocation of resources .  On ly real 

externa l effects, such as in the innoculation case above, impede the 

attainment of efficiency. The City, therefore, cannot j u s tify i t s  

proposed s u b s idy  on t h e  grounds that the  complex will produce 

external effects. 

Economic efficiency c onsiderations do not justify the City's 

involvement in the project. Noneth ele s s ,  there are a series of 

arguments which presume to show that the project represents a public 

good because it will greatly benefit the City. 

Proponents of the project claim that the hotel-conference center 

will: 

- increase the City's tax base and tax revenues

- encourage private investment
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- create new employment and construction expenditures

- subsidize businesses

These contentions,  although att ractive on face value, are 

deceptively simple. Close scrutiny uncovers the basic flaws which 

undermine these arguments. 

Increase the City's Tax Base and Tax Revenues. 

The most popular and appealing a rgument put forth by the 

project's boosters is that the hotel-conference center will increase 

the City's tax base and, in turn, augment City tax revenues. While 

this consequence is certainly true, it is a relative factor and m u st 

be weighted. 

Compared t o  dollar benefits of the present situation at Vinegar 

Hill -- idle land from which the City earns zero tax reven u es -- the 

building of a c omplex will bolster City tax receipts significantly. 

But this comparison is hardly relev ant. Rather, the City should 

consider the potential tax revenues that could be generated by one of 

the alternative development schemes which the City has formulated and 

has before it for consideration. It is to these plans that the City 

should look for a more sensible revenue-producing alternative.  One 
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m e r e l y  has t o  c o mp.a re a pub licly-fin anced project with a

privately-financed development to see the point and to understan d the 

potential that the City will be sacrificing if it proceeds. Under 

the hotel-conference pl a n ,  the bulk  o f  c o llected revenues will 

n ecessarily be earmarked for the financing of the development itself. 

The tax revenues generated by private investment, however, would be 

utilized in the City's general budget. 

Encourage Private Investment 

On e o f  the objectives of the Charlottesville Development Group 

was to fin d ways to encourage private in vestment in downtown  

Charlottesville. It has been promised that the complex would trigger 

such activity. There are two problems with this claim. 

With a tax increase in effect, the Cit y  might actually 

discourage private investment in Charlottesville: augmenting the real 

pro perty tax rate could decrease the desirability of locating any 

activity in the City, and increasing both the meals tax rate an d the 

tran sient lo dging t ax rate could discourage  future hotel and 

restaurant trade. In short, although the effect on area consumers as 

discussed abo ve will be n egligible, the increased taxes which the 

City will charge may be viewed by  in vest  ors as a bad precedent, 

thereby  decreasing the o verallatt ractiven e ss o f  in vesting in 

Charlottesville real estate. 
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Moreover, if the ultimate objective is to increase private 

downtown investment, the City can  achie v e  this  g o a l  m o st 

expeditiously -- both directly and simply -- by putting the Vinegar 

Hill acreage on the open market for the highest bidder. 

Create New Employment and Construction Expenditures 

The City's consultant has determined that the development of the 

hotel-conference center will create 177 new permanent jobs  and 

construction expenditures on wages and materials worth $12 million. 8 

However, these claims are deceptive. 

As they relate to the Vinegar Hill complex, the jobs and 

construction expenditures will be made possible in part b y  an 

increase in City taxes. In effect, then, it will be the taxpayers of 

Charlottesville -- not the hotel-conference center -- who will be 

"creating" this business activity for the area. Furthermore, the 

consultant's analysis has failed to recognize that the tax money used 

to finance the project will not be available -- as it otherwise would 

be -- to spend on other good s and services. In  truth, these 

"created" expenditures will not actually be created at all. Rather, 

they will be made possible, in part, by sacrificing expenditures on 

other area corrmodities. 
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Subsidize Businesses By Building a Parking Garage 

As required by Vir ginia state law, a local municipality rrust 

assess the same real property tax rate on all land, whether business 

or residential property. But businesses, in fact, require fewer 

publicly financed services than do residences. Educational services , 

for example, while not needed by businesses, are provided for 

residences. In short, businesses are discriminated against. 

As a result, the argument continues, the City should finance the 

construction of a parking garage in the downt own  area in  order t o  

subsidize businesses i n  this co mmuni ty. I n  t h is way,  these 

inequities will be corrected. 

This argument does make use of sound logic. Businesses do not 

receive the same return on their local taxes as do residences. B u t  

this l i n e  of reasoning i s  po o rly appl ied in this instance. To 

provide a specific downtown locatio n  with a parking garage would 

act ually exacerbate this inequity. Consider those businesses located 

in the City that are not within reasonable walking distance of the 

propose d garage. They will hardly derive the same benefit from this 

facility. Although this argument has obvious merits for a porti on o f  

the business corrmunity, the building of a parking garage which grants 

preferentia l  treatment t o  a particular area and group merely 

perpetuates unequal tax treatment. 
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In s u mm ar y ,  t h e  argum ents in support of the proposed 

hotel-conference center do not justify the provision of a public 

subsidy. 

V. COSTS AND BENEFITS

This section will examine the proposed subsidy's financial costs

and benefits. The City's consultant, Zuchelli, Hunter and Associates 

( ZHA J, has conducted a 20-year cost-benefit analysis; their findings 

will be reviewed initially. Then the shortcomings of the ZHA 

analysis w ill be recognized. Finally, the results of an alternative 

cost-benefit calculation will be discussed. 

The ZHA Analysis 9 

The ZHA analysis has assumed that the City will initially sell 

$6 million worth of general obligation bonds to finance the subsidy. 

The bonds would be amortized over 20 years at 8% interest. The 

annual bond service costs -- composed of principa l pa yments a n d  

interest payments -- reflect the public-sector costs of the project. 

The complex'  s public-sector benefits are composed of the 

following: 
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Sales Tax Revenues 

- Room Sales Lodging Taxes

- Food and Beverage Sales Taxes

Property Tax Revenues 

- Real Property Taxes

- Personal Property Taxes

Utility Tax Revenues 

- Telephone Taxes

- Energy/Utility Taxes

fvk.lltiplier Effects 

Room Sales Lodging Taxes 

ZHA 's calcu lations of anticipated revenues derived from the 

City's transient lodging tax are based on a feasibility study 

performed by a public accounting firm (Pannell, Kerr, Forster). The 
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report projects occupancy estimates for the first 5 years of the 

complex's operation. Beginning in the sixth year, as recommen ded by 

the feasibi lity report, ZHA has assumed a stabilized occupancy rate 

and an annual 7.5% increase to account for expected future inflation . 

The analysis has assumed a 4% transient lodging tax rate. 

Food and Beverage Sales Taxes 

For the first 5 years, ZHA has based its estimates of the 

expected tax revenues generated from the sales of food and beverages 

at the complex on  the  feasibilit y study mentioned above. For 

subsequent years, the analysis has applied on escalation rate of 7.5% 

per year to the fifth year projections. It has been assumed that the 

City will receive 1% of the total revenues generated from the 

complex' s sales of food and beverages. This 1% is the amount which 

each locality presently receives from the state after it collect s the  

state-wide 4% sales tax. 

Real Property Taxes 

P redictions of  real p roperty t a x  revenues are based on an 

estimate of the first year value of the hotel and confer ence center 

facilities made by the Cit y  Real Estate  Assessment Office (the 

private developers will take ownership of both facilities once built). 

This value was then inf lated at 7.5% annually for subsequent years. 
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A tax rate of $1.13 per $100 of assessed value was utilized; this is 

the City's present real property tax rate. 

Personal Property Taxes 

ZHA's calculations of anticipated personal property tax revenues 

rely on a projection made by City staff that the hotel and conference 

center facilities' personal property (furniture, fixtures, equipment, 

etc.) will have a t otal value of $1,500,000. The  current 30% 

asse ssed-value-basis in use by the City and the current tax rate of 

$4.39 per $100 of this assessed value were assumed by the analysis. 

A seven-ye a r  depreciation schedule was assumed -- replacement began 

in the sixth year of the project's operation and occurred annually 

over the remaining years. As a result, after year six, the estimated

personal property tax revenues were increased annually at a rate o f  

7.5%. 

Telephone Taxes 

For the  first five years, estimated telephone tax revenues are 

based directly on information furnished by the private developers and 

the feasibility study. Starting in year 6, the analysis annually 

increased the anticipated tax revenues by 7. 5%. ZHA assumed the 

current tax rate of 1oi.
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Utility Taxes 

Utility taxes are based on the feasibility projections for the 

first five years. The current utility tax rate was assumed. After 

year 5, these expected revenues were inflated by 7.5% annually. 

f.1ultiplier Effects 

In that the privately-financed portion of the project will come 

from a source outside of the Charlottesville area ( Bland  and  Ho ye J 

and s ince visitors to the center will be "outsiders" as well, ZHA has 

assumed that these new expenditures generated b y  the project would 

result first in direct tax benefits (as discussed above) and later in 

a series of secondary or "multipli er" effects.  Thes e multiplier 

effects were a rrived at using the following: (multiplier effects in 

year i) = .6 (total direct tax revenues generated in year i). 

Tog e ther, the direct tax revenues generated by the facility and 

their secondary effects compose the proposed subsidy's pub 1 i c -sec tor

benefits. 

Before examining the  results obtained by ZHA, two points need 

mentioning. First, land sales are not included in the ZHA analysis: 

the value of  the hotel property and terms of payment remain to be 

negotiated. And second, there will be both operating expenses an d 
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o perating revenues generated by the publicly provided and owned

parking facility. ZHA has assumed that o perat ing r e venues will  

offs e t  both o perating expenses for this facility and for the

maintenance of public are as surroun ding the complex; thus the 

analysis does not contain estimates of these expenditures. 

The financial cost- benefit analysis, as prepared by ZHA, is 

surrmarized in brief by the following: 

Over its first 20 years of operation (1984 through 2003), the 

project is projected to produce approximately $14. 0 million  

in direct tax revenues for the City. 

In a d d ition to  the primary tax-related impacts, more than 

$8.0 million in secondary or mJltiplier tax impacts will be realized. 

Total costs borne by the City for the amortization of $6 million in 

general obligation bonds are likely to approximate $11,040,000 o ver 

the period of analysis. 

Over the 20-year period of analysis, primary tax revenue sources are

projected to exceed debt service costs by close to $3.0 million; when 

multiplier im pacts are considered, net benefits are projected to be 

in excess of $11.0 million. 
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According to ZHA ca lcu lat i ons, then,  the project will be a 

profitable investment for the City of Charl ottesv i lle. Ho wever ,  

several factors discount this prognostication. 

Opportunity Costs 

Of i mportant consequence to be irrmediately recognized is that 

ZHA h a s  neg lected to incl u de an y opportunity  costs in  their 

ca lcu lat i on of costs. The opportunity costs of the proposed project 

equal the value of the net benefits produced by the best a lternati ve 

develop ment. It is these revenues that the City will sacrifice in 

order to use Vinegar Hill for a luxury hotel, a con ference center, 

and a parking garage. 

By n ot including opportunity costs in their projections, ZHA is 

assuming, in effect, that the land will remain vacant if the proposed 

develop ment under exa minati on does not take place. A review of 

building activity in the Vinegar Hill area, however, does not support 

t h is ass u mpti on ,  f o r  th is area has been the scene of significant 

recent development. During the last few years, a large grocery store  

and numerous small adjoining shops have been built. Albemarle County 

has completed a major renovation of an old City high school adjacent 

to Vinegar Hill for its administrative offices. A large condominium 

complex is presentl y under constr ue ti on . These developments 

e n c o mp a s s -- w i th in a b l ock -- th e proposed site for the 
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hotel-conference center. If the six-acre plot had been sold to the 

highest bidder irrmediately after it had been cleared, this land, 

presumably, would have been developed -- as demonstrated by the 

activity abutting the property -- and would presently be producing 

tax revenues for the City. Clearly, there are positive opportunity 

costs associated with the proposed development, not zero as ZHA 

assumes. 

Bond Service Costs 

The ZHA analysis -- completed in June, 1981 -- amortized the 

general obligation bonds at an 8% interest rate. At this writing, 

such a low interest rate cou ld not be secured. In fact, 

Charlottesville City Counselor Thomas E. Albro has admitted that 

"rising interest rates may make it too costly for the City to 

participate in the proposed Vinegar Hill project. "10 City Economic 

Development Coordinator George Ray has agreed that "current interest 

rates probably would make a 20-year issue too expensive." But he 

said that "the City has the option of issuing 2-year short-term bonds 

at about 8 1/2% -- and hoping for interest rates to decline. "11 

ZHA's calculations of public costs -- based on speculation about 

interest rates -- are underestimated. 

Room Sales Lodging Taxes 

In estimating the transient lodging tax revenues generated by 
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the luxury hotel, ZHA assumed a 4% tax rate. (This would be the tax 

rate if, in fact, the City chose the second alternative of financing 

the project as discussed above. J In effect, the analysis has assumed 

that rather than increasing the real property tax rate to finance the 

project, the City would increase both the meals tax rate and the 

transient lodging tax rate. However, City Manager Cole Hen d rix  

stated in April, 1982 that the decision as to  how to finance the 

subsidy has not yet been formulated by City officials. 12 In that the 

anticipated revenues generated by the imposition of a 4% transient 

lodging tax rate represent over half of the project's total direct 

tax revenues (in cumulative terms), a decision -- reached by City 

C ouncil  -- not to impose such an increase wou ld have g r a ve 

implications for the project's profitability. 

Discounted Present Value 

Finally, the ZHA analysis has failed to calculate the discounted 

(present) value of the twenty-year stream of costs and benefits. 

Instead, the analysis simply has sunmed-up the costs and benefits as 

they will occur during each year of the twenty-year period. 

The discounted value calculation is necessary because of the 

"time value" of money. Since savings accounts offer the possibility 

of earning interest payments, the value of a particular sum of money 
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changes over time. A hundred dollars today is actually worth more 

than a hundred dollars will be a year from now: today's hundred 

dollars, put into a savings account, earns interest over the year, 

thereby increasing its initial value. If costs and benefits occur in 

years (t+l) and (t-2), in year (t) one dollar's worth of costs and 

benefits accruing in year (t+l) are actually worth more than one 

dollar's worth of costs and benefits accruing in year (t+2). Simply 

adding these costs and benefits is  to add apples and oranges. 

Instead, a rate of exchange is needed. To add total costs and 

benefits accruing in years (t+l) and (t+2), the discounted value must 

be calculated in order to overcome the changing value of these costs 

and benefits occurring in years (t+l) and (t+2). T wo examples 

emphasize how essential this calculation is. 

Suppose an investment costs $50 in year (t) and accrues $100 in 

benefits in year (t+lO). If one simply summed-up total costs and 

benefits -- as the ZHA analysis has done -- total benefits exceed 

total costs by $50. But, by calculating the discounted value of 

these costs and benefits using a 10% interest rate, one discovers 

that the benefits of $100 accruing in year (t+lO) are actually only 

worth $38.55 in year (t).* In other words, an investment of 

$38.55 in a savings account yielding a return of 10% in year (t) 

matures to $100 in year (t+lO). The initial investment of $50 in 

*38.55 = 100/(1+.10)10
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year (t}, therefore, is more than the amount necessary to earn $100 

in year (t+lO). Such an investment -- although viewed positively by 

ZHA methodology -- would be unwise. 

In this instance, apply ing ZHA methodology, the City of

Charlottesville would actually be financially better off by issuing 

the $6.0 million of bonds and simply placing the proceeds into a

savings account for twenty years. In a savings account yielding 10% 

over twenty years, an initial $6.0 million deposit would accrue to 

$40.365 million. Subtracting the bond service costs of approximately 

$11.04 million (that the City would pay over the twenty-year period) 

nets a $29.325 million "pro fit" to the City. Although this 

methodology is erroneous, these examples should be very enlightening 

to City Officials. 

In that the discounted v alue w as not calculated, the ZHA 

propositions concerning total costs and benefits are meaningless. 

An Alternative Cost-Benefit Analysis 

In an attempt to overcome the flaws of the ZHA thesis, this 

section recalculated the proposed project's costs and benefits. 

Several factors need explanation. 
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While the ZHA analysis was relied on for the yearly estimates of 

bond service payments, direct hotel-c onference tax  revenues, and  

hot  el-conference center rrultiplier effects, the streams of costs and 

benefits have been discounted. The rate used for discounting depen ds 

on the oppo rtunity cost of money .  At this writing, investments 

yielding between 10% to 15% are easily obtainable by the serious 

i nvestor; thus the streams of costs and benefits have been discounted 

at rates of 10% and 15%. 

Op p o r t u n i ty c o s t s  h a v e  b e e n  a d d e d  t o  c osts. The 

condominium scheme was assumed as the alternative development ( used 

for calc ulating oppo rtunity costs). The direct tax revenues which 

these condominiums would generate have been calculated by the City 

a n d  w e r e  relied on here. 13 These rev enues represent t h e  

hotel-conference center's opportunity costs, for it is these revenues 

that the City would b e  sac rific ing if  it go es ahead with its 

subsidized proposal. These revenues in addition to the direc t costs 

associated with developing the complex represent the hotel-conference 

center's total costs. 

Whi le mutliplier effects were included in ZHA's estimates of the 

hotel-conference center's annual total benefits (which were relied on 

here as noted above), rrultiplier impacts were not calculated for the 

condominium units. It was assumed that the condominiums would be 
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de veloped w ith local, p rivate fina ncing and that present, local 

residents would become the dwellers. Th us no " new" or "outside" 

money would be generated for the City's tax base . 

These assumpti ons { that t he subsidized complex would produce 

multiplier impacts and the condominiums would not cre ate secondary 

s p en ding effects J were used here for simplic ity. While the 

hotel-conference center woul d in deed cre ate greater m ultip lie r 

eff ects, the e x  act magnitude of the difference is ambiguous. ZHA 's 

calc ulations did not take into account the fact that a s ubsta n tial 

portion of the initial financing would be p rovided for by "local" 

money th rough the subsidy; thus their estimates are overstated. An d 

s ince it is probable that the residents in the condominiums would be 

presently located outside of the City, the condominiu ms' m u ltiplie r  

eff ects are  u n de r  est imated. Act ually,  then, this alternative 

cost-benefit analysis' calc ulations of rrultiplier impacts are biased 

towards the hotel-conference center. 

Additionally, the following factors concer ning the condominiums 

are pertinent: land sales ha ve not bee n  inc l u ded { they were not 

incl u ded in the ZHA analysis of the hotel-conference center); and, as 

ZHA assumed in their analysis of the hotel-conference cent er, yea rly 

direc t  tax revenues generated by the condominiums have been inc reased 

by 7.5% annually after year 5 to account for expected inflation. 
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The revised t w enty year streams of costs and benefits are 

included in the three appendices to this paper.  Appendix I lists 

these streams of costs and benefits as they are projected to occ ur 

each year. Appendix II and III again list these streams, but i n  the 

more meaningful discounted present value form. The following table 

surrmarzies the hotel-conference center's costs and benefits: 

Discount 

Rate 

10% 

15% 

HOTEL-CONFERENCE CENTER 

Costs & Benefits 

to the 

City of Charlottesville 

Total 

Costs 

$6,504,591 

5,119,572 

Total 

Benefits 

$6,891,734 

4,391, 720 

Thes e  figures certainly d epict an entirely different picture 

than those of ZHA. In the 10% case, total benefits exceed total 

costs by a mere $387,143. And in the 15% case, total benefits are 

less than total costs by $727,852. In other words, in the 10% case, 

the hot el-conf erence center's net benefits exceed the condominium's 

net benefits by only $387,14 3.  In the 15% case, the City would  
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actually accrue greater be nefits by g oing with the condominium 

development plan as the cond ominium's net benefits are greater than 

the h otel-conference center's net benefits by $727,852. ZHA's claim 

that the City would accrue an $11 million profit on  its subs idy is 

very misleading. 

Deficiencies of Cost/Benefit Analysis 

This alternative cost-benefit analysis of the hotel-conference 

center, in addition to the multipl ier impact ambigu ity d iscussed 

ab ove, has another deficiency: social costs and social benefits have 

been neglected. The following identifies some of these social costs 

and social benefits that the complex will produce. 

The devel oper's s k etches of the proposed development depict a

sleek and attractive complex. To most pe o ple, this will probab ly 

represent an improvement t o  the  presently barren Vinegar Hill. 

Moreover, if the complex were t o  succeed in attracting nati onal 

conferences, the City might gain improved national recognition. 

Although not true for everyone, most citizens of Charlottesville - in 

all likelihood - would find both of  these factors desirous. 

On the  other hand, the complex will produce increased traffic to  

the d owntown area. And, most importantly, there will be welfare 
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costs associated with any tax increase to finance the public subsidy. 

These elements, undoubtedly, represent social costs. 

Social costs and social benefits are extremely difficult to 

quantify and thus were orrmitted from the alternative cost-benefit 

analysis. But they are significant t o  any publicly-financed 

undertaking. While the writer apologizes for not making an attempt 

to  ca lcu late these social effects ( and the rTXJltiplier impacts more 

precisely), he does feel that this alternative analysis has overcome 

the major ZHA erroneous methodological techniques and that the 

financial numbers alone speak for themselves. 

VI. ADDITIONAL CONSIDERATIONS

There are two additional considerations which undermine the 

subsidized project. 

The downtown area of Charlottesville near Vinegar Hill is now an 

attractive, financially healthy neighborhood -- a far cry from the 

depressed state of twenty-five years ago. The vitality of the area 

is demonstrated by the recent influx of private developments which 

h ave located there. If that acreage were still beset by the neglect 

of the late fifties, the spending of public monies to  transform  the 

decaying character of  the area might be in the best interest of the 

City as a whole. But this bleak situation is simply not the existing 
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one.  The City should have no trouble finding private investors eager 

to develop the 6-acre plot. 

Fin a lly, there is an equity question. Consumers making use of 

the services of a luxury hotel are, in the main, financially well-off. 

Should  the taxpayers of  C harlottesville subsidize activities for 

these patrons, especially in view of the fact that these activities 

do not produce real external effects? 

VII. 5Uf+1ARY

Examing the project's distribution impact reveals that the 

project's losers greatly exceed the proje ct's gainers i n  numbers.  

And, i ndeed, the few beneficiaries are probably financially better 

off than the bulk of those who will bear the project's cost. The  

proposed subsidy will violate widely-held equitable norms. 

In a b roader sense, too, every citizen of Charlottesville will 

be a loser: this subsidy will prohibit a totally privately-financed 

investment which would truly increase the City's tax base. 

As the te nents of economic theory relate to the practical issue 

at hand, the proposed plan, in that it uses public funds to subsidize 

a private good,  represents  an impediment to efficient resource 

allocation. 
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Finally, a p roper calc u la tion of the subsidy's costs and 

benefits shows that the project would be a financially unpro fitable 

venture for the City of Charlottesville. 

VIII CONCLUSION 

Pub lic monies should only be used for financing activities that 

produce net social benefits. In the innoc ulation exa mple above, 

government subsidies encourage greater consumption of innoculations 

which produce benefits for everyone. An d in oth er c ases, such as

police protection a n d  sewage disposal, public monies create social 

benefits. It is these types of activities that taxpayers should be  

paying for.

The City's proposed subsidy for the hotel-conference center will 

not produce net social benefi ts.  I n  fact,  in that losers will 

g r eatly exceed gainers, the subsidy will actually produce net social 

costs. 

Pub lic resources -- which have become ever so scarce as a result 

of today's trend of de-emphasizing the public sector's role in the  

econom y -- have already been misspent. It behooves the City Council 

of Charlottesville to reconsider its corrmitment and, then, armed with 
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a better un der standing of the project's ramifi cations, to vote down 

this specious proposal. 



APPENDIX I: 20-YEAR STREAMS OF COSTS AND BENEFITS 

(numbers in thousands of dollars) 

Period 0 1 2 3 4 5 6 7 8 9 10 

Year 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 

HCC:Direct Tax Revenues 0 0 294 329 364 394 432 467 503 540 581 

HCC: �ltiplier Effects 0 0 176 197 218 236 259 280 302 324 349 

HCC: Total Revenues 0 0 470 526 582 630 691 747 805 864 930 

ALT:Direct Tax Revenues 0 0 63 63 63 63 63 68 73 78 84 

HCC:Direct Costs 780 756 732 708 684 660 636 612 588 564 540 

HCC:Total Costs (including 
ALT' s Revenues) 780 756 795 771 747 723 699 680 661 642 624 

HCC= Hotel-Conference Center ALT= Alternative Development 



Period 

Year 

11 12 13 14 15 16 17 18 19 20 21 

cumulative 
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 totals 

HCC:Direct Tax Revenues 626 673 723 775 835 896 965 1035 1114 1198 1287 14,031 

HCC:Multiplier Effects 376 404 434 465 501 538 579 621 668 719 772 8,418 

HCC:Total Revenues 1002 1077 1157 1240 1336 1434 1544 1656 1782 1917 2059 22,449 

ALT:Direct Tax Revenues 90 97 105 112 121 130 140 150 161 173 186 2,083 

HCC:Direct Costs 516 492 468 444 420 396 372 348 324 0 0 11,040 

HCC:Total Costs (inc. 606 589 573 556 541 526 512 498 485 173 186 13,123 
ALT's Revenues) 



APPENDIX II: DISCOUNTED PRESENT VALUES OF COSTS & BENEFITS -- i = 10% 

Total Revenues Period-Year Total Costs

$ 0 0-1984 $780,000 

0 1-1985 687,273 

388,430 2-1986 657,025 

395,192 3-1987 579,264 

397,541 4-1988 510,246 

391,061 5-1989 448,790 

389,955 6-1990 394,470 

383,273 7-1991 348,897 

375,466 8-1992 308,302 

366,412 9-1993 272,265 

358,520 10-1994 240,555 

351,209 11-1995 212,408 

343,212 12-1996 187,699 

335,168 13-1997 165,991 

326,488 14-1998 146,393 

319,847 15-1999 129,519 

312,078 16-2000 114,472 

305,501 17-2001 101,306 

297,842 18-2002 89,568 

291,367 19-2003 79,300 

284,929 20-2004 25,713 

278,243 21-2005 25,135 

6,891,734 



APPENDIX III: DISCOUNTED PRESENT VALUES OF COSTS & BENEFITS -- i= 15% 

Total Revenues Period-Year Total Costs

$ 0 0-1984 $ 780,000 

0 1-1985 657,391 

355,253 2-1986 600,907 

345,825 3-1987 506,903 

332,762 4-1988 427,101 

313,277 5-1989 359,523 

298,746 6-1990 302,205 

280,827 7-1991 255,639 

263,158 8-1992 216,084 

245,594 9-1993 182,490 

229,857 10-1994 154,226 

215,391 11-1995 130,267 

201,308 12-1996 110,093 

188,038 13-1997 93,125 

175,240 14-1998 78,575 

164,188 15-1999 66,486 

153,238 16-2000 56,209 

143,481 17-2001 47,579 

133,807 18-2002 40,239 

125,211 19-2003 34,078 

117,126 20-2004 10,570 

109,393 21-2005 9,882 

4,391,720 5,119,572 



FOOTNOTES 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

This background information is based primarily on 
Charlottesville Mayor Frank Buck's colurrn in The Daily 
Progress, July 12, 1981; it is also based on "Memories of 
Vinegar Hill, " The Daily Progress, March 28, 1982. 

Alternatives to the hotel-conference center were discussed at 
length in a memo to Cole Hendrix, City Manager, from George 
Ray, Economic Development Coordinator, dated April 3, 1981. 

Memo to Cole Hendrix, City Manager, from George Ray, Economic 
Development Coordinator, dated April 3, 1981. 

MerocJ to Cole Hendrix, City Manager, from George Ray, Economic 
Development Coordinator, dated April 3, 1981. 

"Council Favors Hotel; Public Gets Say Tonight," The Daily 
Progress, June 29, 1981. 

This description of the proposed property tax rate increase is 
taken directly from Charlottesville Mayor Frank Buck's colurrn 
in The Daily Progress, July 12, 1981. 

This description of the proposed meals tax rate increase and 
the transient lodging tax rate increase, except for the noted 
presumption that both increases will be temporary, is based on 
Charlottesville Mayor Frank Buck's colurrn in The Daily 
Progress, July 12, 1981. 

These employment and expenditure figures are taken directly 
from the analysis prepared by Zuchelli, Hunter and Associates, 
Inc., entitled "Vinegar Hill Project: Financial Costs and 
Benefits to the City of Charlottesville, Virginia." 

This review of the ZHA analysis is taken directly from the 
analysis prepared by Zuchelli, Hunter and Associates, Inc., 
entitled "Vinegar Hill Project: Financial Costs and Benefits 
to the City of Charlottesville, Virginia." 

"Albro Fears Costs of Hotel Complex," The Daily Progress, April 
15, 1982. 

"Vinegar Hill Hotel Funding Secured," The Daily Progress, April 
10, 1982. 

"Vinegar Hill Hotel Funding Secured," The Daily Progress, April 
10, 1982. 



13. The estimates of the direct tax revenues that the alternative
development would generate are taken directly from a City memo
to Cole Hendrix, City Manager, from George W. Ray, Economic
Development Coordinator, dated April J, 1981.
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