Interlocal Agreement
Regarding the City of Kyle Tax Increment Reinvestment Zone Number Three

THIS INTERLOCAL AGREEMENT regarding the City of Kyle Tax Increment
Reinvestment Zone Number Three (this “Agreement’) is made and entered into by and between
the City of Kyle, Texas, a home rule municipality (the “City”), and Hays County, a political
subdivision of the State of Texas (the “County’’) under the authority of Texas Government Code
Chapter 791 and Chapter 311 of the Texas Tax Code for the participation of the City and the
County in Tax Increment Reinvestment Zone Number Three, City of Kyle, Texas, (“TIRZ
3”), TIRZ 3 created by the City pursuant to Chapter 311 of the Texas Tax Code.

RECITALS:

WHEREAS, in accordance with the provisions of the Tax Increment Financing Act,
Chapter 311, Texas Tax Code, as amended (the “Act”), the City Council of the City, pursuant
to Ordinance No. 1191 (the “Zone No. 3 Ordinance”) adopted on April 19, 2022, created,
established, and designated TIRZ 3 under the Act, attached as Exhibit “AA”; and

WHEREAS, in the Ordinance, the City found that the designation of TIRZ 3 would
encourage the development of property in and around TIRZ 3; and

WHEREAS, in the Ordinance, the City contributed thirty-six and seventy-four one-
hundredths percent (36.74%) of its Tax Revenue for TIRZ 3; and

WHEREAS, in consideration of the County’s contribution of a thirty-six and seventy-
four one-hundredths percent (36.74%) portion of its Tax Revenue for the TIRZ, the County shall
have the authority to appoint two members to the TIRZ 3 board; and

WHEREAS, the TIRZ project plan includes transportation and other projects that
benefit the County and its residents; and

WHEREAS, in consideration of special benefit to the County created by the TIRZ 3
projects, including transportation and capital improvements for public use, the County is
authorized to appropriate funding under this Agreement; and

WHEREAS, pursuant to the Hays County Zones Policy, the County’s contribution of a
TIRZ Payment equal to thirty-six and seventy-four one-hundredths percent (36.74%) of its own
increment in TIRZ 3 would greatly enhance the implementation of the TIRZ 3 projects by the
City; and

WHEREAS, both the City and the County will benefit from the development and
improvements paid with the Tax Increment Funds in accordance with the documents creating
TIRZ 3; and
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WHEREAS, pursuant to Chapter 791 of the Texas Government Code, the City and the
County are entering into this Agreement to set forth the conditions governing the contribution
of the Tax Increment by the City and current, annually-appropriated funds by the County to
TIRZ 3, and the City finds that this Agreement is necessary for the implementation of the Project
Plans for TIRZ 3.

NOW THEREFORE, the City and the County, in consideration of the terms, conditions, and
covenants contained herein, hereby agree as follows:

Section 1. Incorporation of Recitals. The Parties hereby agree that the recitals set forth
above form the basis upon which they have entered into this Agreement.

Section 2. Definitions.

In addition to any terms defined in the body of this Agreement, the following terms shall have
the definitions ascribed to them as follows:

A. Act means the Tax Increment Financing Act, as amended and as codified as Chapter
311 of the Texas Tax Code.

B. Captured Appraised Value in a given year means the total appraised value, less
any applicable exemptions, of all TIRZ real property taxable by the City or the
County for that Tax Year less the Tax Increment Base defined in Section (G) below.

C. Project Plan means the project plans for TIRZ 3 attached to this Agreement and
included in Exhibit “AA” as adopted by the TIRZ Board and the City of Kyle, along
with amendments to this plan that are adopted by the Board of Directors of TIRZ 3,
and approved by the City Council of the City of Kyle from time to time. The Project
Plan includes maps of all property in the TIRZ, including all non-taxable property.

D. Tax Increment means the amount of property taxes levied and collected by the City
or County for that year on the captured appraised value of real property taxable by
the City or County and located in TIRZ 3.

E. City Tax Increment will be that amount paid by the City into the Tax Increment
Funds.

F. County TIRZ Payment will be that amount of current, annually-appropriated funds
paid by the County into the Tax Increment Funds.

G. Tax Increment Base means the total taxable value as of January 1, 2022, of all real
property taxable by the City or the County, as applicable, and located in the TIRZ.
Each Party to this Agreement shall be responsible for establishing and monitoring its
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own Tax Increment Base.

H. Tax Increment Fund(s) (TIF) means that fund created by the City pursuant to
Section 311.014 of the Act and the Ordinance, which will be maintained by the City,
and into which all revenues of the TIRZ will be deposited, including deposits of Tax
Increment by the City and by such other taxing units with jurisdiction over real
property in the TIRZ that may enter into agreements for such contributions, including
the County’s TIRZ Payment.

I. TIRZ Board means the governing board of directors of the TIRZ appointed in
accordance with Section 311.009 of the Act, the Ordinance, and this Agreement.

J. TIRZ means the Tax Increment Reinvestment Zone Number Three, approved by
City of Kyle Ordinance No. 1191.

K. Terms other than those defined above shall: (1) have their meanings as given in
Chapter 311, Texas Tax Code; or (2) if not so defined, their usual and ordinary
meanings.

L. References to state statutes shall include amendments to those statutes that are duly
enacted from time to time.

Section 3. Obligations of the County

County TIRZ Payment. The County agrees to pay current, annually-appropriated funds to the
City for deposit into the Tax Increment funds created by the City for TIRZ 3 (the “Tax Increment
Funds”) thirty-six and seventy-four one-hundredths percent (36.74%) of the tax increment
attributed to the captured appraised value of the County in the TIRZ. The County’s obligation
to make these payments will accrue only after taxes on the captured appraised value are collected
by the County. Payments shall be due on May 1 of each year during the term of the Agreement.
No interest or penalty will be charged to the County for any payments made by the County based
on collections that occur after this due date. The County may offset against future payments to
the Tax Increment any portion of payments to the City under this Agreement that the County
subsequently refunds to taxpayers pursuant to the provision of the Texas Tax Code.

Limitations on Payments. The County is not obligated to make payments under this
Agreement: (1) unless and until taxes on the captured appraised value within TIRZ 3 are actually
collected by the County; or (2) in any amount greater than taxes actually collected on the
County’s captured appraised value within TIRZ 3. Likewise, if funds are not appropriated by
the Hays County Commissioners Court during any annual budgetary cycle, then the County’s
obligations to make a County TIRZ Payment under this Agreement shall be waived for that
Fiscal Year. Any funds already contributed to the Tax Increment Funds under this Agreement
shall remain available for TIRZ expenditures, subject to the other terms and limitations of this
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Agreement.

The Project

Boundary and Projects. The boundaries and projects of the TIRZ are and shall be those
described in City of Kyle Ordinance No. 1191, as adopted upon recommendation of the
Board of Directors of the TIRZ (the “Board”) and approved by the City Council of the City
and in accordance with the Tax Increment Reinvestment Zone Number Three, as adopted by
both the TIRZ Board and City Council (“Project Plans”) and attached as Exhibit “AA”. The
County is not obligated to make payments based on the addition of property or projects to
the TIRZ. County funds will only be used for those projects adopted by the TIRZ Board
and the City Council as attached to this Agreement unless a written amendment changes
those projects or boundaries and is approved by both the County and the City. No project
expenditures of County monies provided under this Agreement shall be authorized without
an affirmative vote of the Board, with the County representatives present for the vote and
with the County representatives unanimously agreeing with a proposed expenditure. In the
event that the County representatives do not unanimously agree with a proposed expenditure,
County monies provided under this Agreement may not be utilized for that expenditure
unless and until a subsequent vote of the Hays County Commissioners Court approves of
that expenditure.

Development in the Zone. Property within the boundaries of the TIRZ shall be developed
as closely as possible in conformity with the Final Plan. As stated above, County funds will
only be used for projects that have been approved by the County members of the TIRZ Board
or by the County Commissioners Court.

County Appointment to the Board of Directors of TIRZ Number One, Town Center TIRZ.
The TIRZ Board shall consist of nine (9) voting members. The Commissioners Court of the
County shall each have the unequivocal right to appoint two (2) qualified voting members during
the period that the TIF created under this Agreement contains funds. The City Council shall
have the right to appoint seven (7) qualified voting members during the length of the TIRZ, the
constituency of which shall be established by Ordinance 1191. Members of the TIRZ Board
shall meet the qualifications set forth in Section 311.009 of the Texas Tax Code. Failure of the
Commissioners Court to appoint a person to the TIRZ Board shall not be deemed a waiver of
the County’s right to make an appointment at a later date. The Commissioners Court will make
best faith efforts to appoint a qualified person to serve on the Board of Directors, and to fill
vacancies in the positions as needed.

Section 4. Obligations of the City.

Use of County Payments. The City agrees to use payments made by the County under this
Agreement solely to fund Project Costs as defined in Chapter 311 of the Texas Tax Code and as
allowed by the Hays County TIRZ Policy.
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Notice to County of Amendments to Project Plan. The City agrees to provide the County with
written notice of any proposed amendments to the Project Plan at least fourteen (14) days prior
to their submission to the City Council for approval. The City agrees to work with the TIRZ
Board to implement the Project Plan.

Disposition of Tax Increments. Upon termination of the TIRZ, and after all obligations of the
TIRZ have been paid, the City agrees to pay to the County, within sixty (60) days of the
termination, all monies remaining in the Tax Increment Funds that represent the County’s pro
rata amount of participation authorized under this Agreement.

Annual Reports / Right to Audit. The City agrees to provide to the County an annual report
regarding the TIRZ as required under Texas Tax Code Section 311.016. Additionally, the
County shall have the right to audit the books and records of the TIRZ upon providing at least
10 days’ written notice to the City. Such an audit shall occur between 9 a.m. and 5 p.m. on
business days.

Section 5. Term and Termination.

The term of this Agreement, unless extended by mutual agreement of the County and the City,
shall commence upon execution by the last party and shall last until the earlier to occur of: (1)
December 31, 2062; or (2) at such time that the obligations of the TIRZ, including all Project
Costs, have been paid in full, unless earlier terminated by the parties hereto. Nothing in this
Agreement limits the authority of the County or City to extend the term of this Agreement. Upon
termination of this Agreement, the obligation of the County to make payments to the City shall
end; however, the County’s TIRZ Board appointment powers and any refund obligations of the
City shall survive the termination.

The City may terminate the TIRZ pursuant to the provisions of Section 311.017 of the Texas
Tax Code. After expiration or termination of the TIRZ, the City shall return any unused portion
of the Tax Increment Fund that originated from County TIRZ Payments within forty-five (45)
days.

Section 5. Miscellaneous.

Administration. This Agreement and the Tax Increment Funds shall be administered by the
City Manager or his/her designees or consultants. The City shall maintain a separate account for
the Tax Increment Funds at a depository selected by the City, which Tax Increment Fund shall
be secured in the manner prescribed by law for funds of Texas cities. The City shall not charge
an administration fee against County TIRZ Payments for oversight of the Tax Increment Fund.
The Tax Increment Fund shall be an account into which the City shall deposit the County TIRZ
Payment, the City Increment (as defined in the TIRZ Ordinance and Project Plan), and all
accrued interest earned on the fund. The County shall participate in the oversight of the Tax
Increment Fund through its representation on the Board of Directors on which they will appoint
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two (2) out of nine (9) members. Pursuant to the Hays County TIRZ Policy adopted on February
7, 2017, no more than ten percent of the County Increment will be used for the payment of
administrative, legal, consulting, or other professional expenses, except engineering and
architectural fees directly related to the specific projects in which the County will participate.

Notice. Whenever this Agreement requires or permits any consent, approval, notice, request,
proposal, or demand from one party to another, the consent, approval, notice, request,
proposal, or demand must be in writing to be effective and shall be delivered to the party
intended to receive it at the addresses shown below (or to such other addresses as the parties
may request, in writing, from time to time).

If intended for the City, to:
Scott Sellers

City Manager

City of Kyle

100 W. Center Street

Kyle, TX 78640

If intended for the County, to:
Hays County Judge

Hays County Courthouse

111 E. San Antonio St., Ste. 300
San Marcos, Texas 78666

With Copy to:

General Counsel

Hays County Courthouse

111 E. San Antonio St., Ste. 202
San Marcos, Texas 78666

Non-Assignability: Neither the City, the County, nor the TIRZ shall assign any interest in this
Agreement without the prior written consent of the other parties.

Non Discrimination: No person shall be excluded from participation in, be denied the benefits
of, or be subjected to discrimination in any of the operations or funding of the TIRZ on the
grounds of race, color, national origin, age, sex, religion, or other protected status.

Binding on the Parties and Non-Waiver: This Agreement shall not be considered fully
executed or binding on the City and/or the County until this Agreement has been approved and
accepted by the City Council and the Hays County Commissioners Court at a properly called
and noticed meeting of each respective body. After such approval and acceptance, the City and
the County shall deliver to each other a certified copy of a Resolution as evidence of the
authority to execute and bind the City and the County to the covenants, terms and provisions
of this Agreement. The failure of either Party to insist upon the performance of any term or
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EXHIBIT AA
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Ordinance No. 119]

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF KYLE, TEXAS,
DESIGNATING A CERTAIN AREA AS REINVESTMENT ZONE NO. THREE, CITY OF
KYLE, TEXAS; ESTABLISHING THE BOUNDARIES THEREOF AND OTHER MATTERS
RELATING THERETO; PROVIDING FOR PUBLICATION AND EFFECTIVE DATE;
PROVIDING FOR SEVERABILITY; AND ORDAINING OTHER PROVISIONS
RELATED TO THE SUBJECT MATTER HEREOF; FINDING AND DETERMINING
THAT THE MEETING AT WHICH THIS ORDINANCE WAS PASSED WAS OPEN
TO THE PUBLIC AS REQUIRED BY LAW

WHEREAS, pursuant to Chapter 311 of the Texas Tax Code, the City of Kyle (the “City”)
may designate a geographic area within the City as a reinvestment zone if the area satisfies the
requirements of certain sections of Chapter 311 of the Texas Tax Code; and

WHEREAS, the City has prepared a preliminary reinvestment zone financing plan attached
hereto as Attachment 1 and incorporated herein for all purposes, which provides that City ad
valorem taxes are to be deposited into the tax increment fund, and that taxes of other taxing units
may be used in the financing of the proposed zone; and

WHEREAS, a notice of a public hearing on the creation of the proposed zone was
published in accordance with law, to be held on February 15, 2022, in the Hays Free Press, a
newspaper of general circulation in the City; and

WHEREAS, at the public hearing interested persons were allowed to speak for or against
the creation of the proposed zone, its boundaries, or the concept of tax increment financing; and
owners of property in the proposed zone were given a reasonable opportunity to protest the
inclusion of their property in the proposed zone; and

WHEREAS, evidence was received and presented at the public hearing in favor of the
creation of the proposed zone under the provisions of Chapter 311, Texas Tax Code; and

WHEREAS, zero owners of real property in the proposed zone protested the inclusion of
their property in the proposed zone; and

WHEREAS, the City has provided all information, and made all presentations, given all

notices and done all other things required by Chapter 311, Texas Tax Code, or other law as a
condition to the creation of the proposed zone;

971200



NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF KYLE,
TEXAS, that:

SECTION 1. Findings.

@) The facts and recitations contained in the preamble of this Ordinance are hereby
found and declared to be true and correct and are adopted as part of this Ordinance for all purposes.

(b) The City Council further finds and declares that the proposed improvements in the
proposed zone will significantly enhance the value of all the taxable real property in the proposed
zone and will be of general benefit to the City.

(© The City Council further finds and declares that the proposed zone meets the criteria
and requirements of Section 311.005(a)(2) of the Texas Tax Code because the proposed zone
contains substantial areas that are predominantly open and underdeveloped, and lack essential
public infrastructure, including water and wastewater infrastructure and adequate roads to serve
development of the property, which conditions substantially impair and arrest the sound growth of
the City.

(d) The City Council, pursuant to the requirements of Chapter 311, Texas Tax Code,
further finds and declares that:

1) The proposed zone is a geographic area located wholly within the extraterritorial
jurisdiction of the City and will be annexed into the corporate limits of the City;
and

(2 The appraised value of taxable real property in the proposed zone plus the total
appraised value of taxable real property contained in other tax increment
reinvestment zones located within the City do not exceed 50 percent of the total
appraised value of taxable real property in the City. There are no industrial districts
created by the City; and

3) Less than 30 percent of the property in the proposed zone, excluding property that
is publicly owned, is used for residential purposes as of the date of creation of the
proposed zone; and

4 The development or redevelopment of the property in the proposed zone will not
occur solely through private investment in the reasonably foreseeable future.

SECTION 2. Designation of the Zone
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The City, acting under the provisions of Chapter 311, Texas Tax Code, including Section
311.005(a), hereby designates as a reinvestment zone, and creates and designates a reinvestment
zone over, the area described in Exhibit A and F of Attachment 1 to promote the redevelopment
of the area. The reinvestment zone shall hereafter be named for identification as Reinvestment
Zone Number Three, City of Kyle, Texas, (the “Zone”). The City Council specifically declares
that the Zone is designated pursuant to Section 311.005(a)(2) of the Texas Tax Code.

SECTION 3. Board of Directors

@) There is hereby created a Board of Directors for the Zone, which shall consist of
nine members. The City Council shall appoint seven (7) members of the Board in Places 1 through
7. Two (2) members of the Board may be appointed by the Hays County Commissioners to Places
8 and 9 or the County may waive appointment of Board members.

(b) If the City Council chooses to appoint currently serving members of the City
Council of the City to the Board of Directors, then the Council members shall serve the same term
as their elected term on the City Council. The two Hays County Commissioners shall serve a two-
year term on the Board of Directors. If the City Council chooses to appoint other than currently
serving members of the City Council, such members shall serve two-year terms, provided that the
City Council may establish an initial term of one (1) year for one or more of Places 1 through 7 so
that the Board of Directors serve staggered terms. Vacancies shall be filled for the remainder of
the unexpired term, by appointment made by the governing body that appointed the Director who
served in the vacated position.

(© Each member of the Board shall be a qualified voter of the City, or a person at least
eighteen (18) years of age who must be a resident of Hays County or county adjacent to Hays
County or own real property in the reinvestment zone.

(d) The City Council shall annually appoint a member of the Board to serve as

chairman of the Board for a one-year term beginning January 15t and ending December 315t The

Board may elect a Vice Chairman to serve in the absence of the Chairman, and other officers as it
deems appropriate.

(e) The Board shall have the authority specifically given to the Board in Chapter 311,
Texas Tax Code. Any powers and duties that may be delegated to the Board are not delegated at
this time. The Board shall have such other authority, as may be lawfully delegated by the City
Council, as is delegated by the City Council acting by a formal, written Resolution or Ordinance.
Action by the Board that is expressly or impliedly provided in Chapter 311, or by other state law,
to be subject to approval by the City Council, shall not be effective until approved in writing by
the City Council.

() The Board shall perform each duty and obligation required to be performed by the

Board, by Chapter 311, any project or plan approved by the City Council, and each such duty and
obligation lawfully imposed on the Board by the City Council consistent with Chapter 311.
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(9) The Board of Directors shall make recommendations to the City Council
concerning the administration of the Zone. The Board of Directors shall prepare or cause to be
prepared and adopt a project plan and a reinvestment zone financing plan for the Zone as described
in Section 311.011, Texas Tax Code, and shall submit such plans to the City Council for its
approval. The City hereby delegates to the Board of Directors all powers necessary to prepare and
implement the project plan and reinvestment zone financing plan, including the power to employ
any consultants or enter into any reimbursement agreements payable solely from the Tax
Increment Fund, that may be reasonably necessary or convenient to assist the Board of Directors
in the preparation of the project plan and reinvestment zone financing plan.

SECTION 4. Duration of the Zone

The zone shall take effect immediately upon passage of this Ordinance. The Zone shall terminate
on the earlier of (i) December 31, 2062, or (ii) at such time that the obligations of the Zone,
including all project costs, have been paid in full. The City shall have the right, through a
subsequent City Ordinance, to terminate the Zone prior to the expiration date if all of the project
costs have been paid in full or upon the events stated in the Development Agreement, as that term
is defined in the project plan.

SECTION 5. Tax Increment Base

The tax increment base of the City or any other taxing unit participating in the Zone for the
Zone is the total appraised value of all real property taxable by the City or other taxing unit
participating in the Zone and located in the Zone, as of January 1, 2022, the year in which the Zone
was designated as a reinvestment zone, subject to any applicable tax exemptions (the “Tax
Increment Base™).

SECTION 6. Tax Increment Fund

There is hereby created and established a Tax Increment Fund for the Zone which may be
divided into subaccounts as authorized by subsequent ordinances. All Tax Increments, as defined
below, shall be deposited in the Tax Increment Fund. The Tax Increment Fund and any subaccount
shall be maintained at the depository bank of the City and shall be secured in the manner prescribed
by law for funds of Texas cities. The annual Tax Increment shall equal the property taxes levied
by the City and any other taxing unit participating in the Zone for that year on the captured
appraised value, as defined by Chapter 311 of the Texas Tax Code, of real property located in Zone
that is taxable by the City or any other taxing unit participating in the Zone, less any amounts that
are to be allocated from the Tax Increment pursuant to Chapter 311 of the Texas Tax Code. Prior
to the termination of the Zone, money shall be disbursed from the Tax Increment Fund only to pay
project costs, as defined by the Texas Tax Code, for the Zone, or to pay obligations incurred
pursuant to agreements entered into to implement the project plan and reinvestment zone financing
plan and achieve their purpose pursuant to Section 311.010(b) of the Texas Tax Code.

SECTION 7. If any provision, section, sentence, clause, or phrase of this Ordinance,
or the application of same to any person or set of circumstances is for any reason held to be
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Attachment 1

Project and Finance Plan
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REINVESTMENT ZONE NUMBER THREE
CITY OF KYLE, TEXAS

PRELIMINARY PROJECT AND FINANCE PLAN
FEBRUARY 15, 2022








































































EXHIBIT G — PROPOSED USES OF THE PROPERTY
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EXHIBIT H —MAP OF THE PUBLIC IMPROVEMENTS
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