GUIDELINESAND CRITERIA GOVERNING TAX ABATEMENT 11
ANDREWS, TEXAS

SECTION |. General Purpose:

The City of Andrews, Andrews County and Andrews @guHospital District (hereinafter referred to as
the Affected Jurisdictions) located within the Cuaf Andrews, Texas, are committed to the prommotio
of business development and to an ongoing improwenmethe quality of life for their citizens. The
Affected Jurisdictions recognize that these objestiare generally served by enhancement and expansi
of the local economy. The Affected Jurisdictiondl,won a case by case basis, give consideration to
providing tax abatement, as authorized by V.T.ClAax Code, Chapter 312, as stimulation for economic
development within the Affected Jurisdictions. dtthe policy of the Affected Jurisdictions thatdsai
consideration will be provided in accordance witle tguidelines and criteria herein set forth and in
conformity with the Tax Code.

Nothing contained herein shall imply, suggest oubderstood to mean that the Affected Jurisdictemes
under any obligation to provide tax abatement tp a@pplicant and attention is called to V.T.C.A.xTa
Code, Section 312.002(d). With the above righteme=d all applications for tax abatement will be
considered on a case by case basis.

SECTION Il. Definitions:

As used within these guidelines and criteria, thiéowing words or phrases shall have the following
meaning:

1. Abatement of Taxes:. To exempt from ad valorem taxation all or pdrtle value of certain
Improvements placed on land located in a Reinvastn#one designated for economic
development purposes as of the date of executidheoTax Abatement Agreement for a period
of time not to exceed five (5) years.

2. Affected Jurisdiction: The City of Andrews, County of Andrews, and thadtews County
Hospital District or any other governmental taxingt located totally within or partially within
the County of Andrews that has adopted these go&kehnd criteria.

3. Abatement Agreement: (1) A contract between a property owner and afeciéd Jurisdiction
for the abatement of taxes on qualified Real Piiydecated within the Reinvestment Zone, or
tangible Personal Property, or both, as authofsed.T.C.A., Tax Code, Section 312.204.

4. Base Year Value: The assessed value of property eligible for thatement as of January 1
preceding the execution of an Abatement Agreemehegein defined.

5. Existing Facility or Structure: A facility as of the date of execution of the TAbatement
Agreement, located in or on Real Property eligfbletax abatement.

6. Facility: The improvements made to Real Property eligibletéix abatement and including the
building or structure erected on such Real Property



7. Improvementsor Repairsto Real Property: The construction, addition to, structural upgnadi
of, replacement of, or completion of any facilitychted upon, or to be located upon, Real
Property, as herein defined.

8. New Construction: The construction of a Facility on previously uwelped real property
eligible for tax abatement.

9. Owner: The record title owner of the Real Property.tha case of land leased from an Affected
Jurisdiction, the lessee shall be deemed the owhewuch leased property together with all
improvements.

10.Real Property: Land on which Improvements are to be made duifes placed.
11. Reinvestment Zone: Real Property designated as a Reinvestment doder the provisions of

V.T.C.A., Tax Code, Section 312.

SECTION I1I. Intent of Criteriaand Guid€lines:

The Intent of the criteria and guidelines, as heseit forth, is to establish the minimum standavbih
an applicant for tax abatement must meet in ordebd considered for such status by the Affected
Jurisdictions.

SECTION V. Criteriaand Guidelinesfor Tax Abatement:

Any type of Facility will be eligible for tax abateent consideration provided such Facility meets the
following guidelines and criteria:

1. To be considered for execution of a Tax Abateamgneement, the business must meet all of the
following criteria:

a) Be located entirely within Reinvestment Zone Rio
b) Involve repairs, improvements to or new corgdtam of a business;

c) Have a minimum expenditure of $10,000 for theppsed repairs, improvements or new
construction;

d) Conform to all the requirements of the City Aridrews Zoning and other applicable
ordinances.



2. A business meeting the criteria and guidelirarstdx abatement, as set forth above, shall be
eligible for tax abatement as follows:

+ General Business, excluding Hotel/Motel Accommamtsi

Repairs, Improvements or New Construction:

Terms of Abatement Minimum Investment
Up to 3 yrs. @ 100% $10-50,000
Up to 5 yrs. @ 100% > $50,000

* Hotel/Motel Accommodations

Repairs, Improvements or New Construction

Terms of Abatement Minimum Investment
Up to 3 yrs. @ 100% $10-100,000
Up to 5 yrs. @ 100% > $100,000

3. The following types of Property shall begligible for tax abatement status and shall be fully
taxed.

a) Real Property;

b) toals;

c) furnishings and other forms of movable persqnaperty;

d) vehicles;

e) aircraft;

f) housing;

g) boats;

h) property owned by the State of Texas or anyeSigency; and,

i) property owned or leased by a member of thecadid Jurisdiction.

4. To qualify for tax abatement, one of the follogriconditions must apply:

a) The Real Property and eligible improvements tms owned by the same person,
corporation, partnership or other business enity;

b) In the case of Real Property leased from anotdf Jurisdiction, all improvements placed
thereon must be owned by the same person, corpoygiartnership or other business entity
and said owner must have a leased commitment édiuthterm of the abatement.

5. In Reinvestment Zone No. 2, the amount and tdrabatement shall be determined on a case by
case basis, however, in no event shall taxes bedlbar a term in excess of five (5) years. The
amount of the taxable value of Improvements tolimed and the term of the abatement shall be
determined by the City of Andrews in all cases whigre property for which tax abatement is
applied for is within the City limits or extratetorial jurisdiction of the City or by the County of
Andrews in all cases where the property for whaohabatement is applied for is outside of these
limits of the City of Andrews, but within the Coymbf Andrews.

6. No property shall be eligible for tax abatemenless such property is located in Reinvestment
Zone No. 2 in accordance with V.T.C.A., Tax Codegctidn 312.



7. Notwithstanding any of the requirements sethfamt Section IV Subsection 3. the governing body
of an Affected Jurisdiction upon the affirmativete®f a three-fourths (3/4) of its members may
vary any of the above requirements when variatomlemonstrated by the applicant for Tax
Abatement that variation is in the best interesthef Affected Jurisdiction to do so and will
enhance economic development of the Affected Jigtied.

8. Taxability:

a) The portion of the value of Improvements tabated shall be abated in accordance with the
terms and provisions of a Tax Abatement Agreemewc@ed between the Affected
Jurisdiction and the owner of the Real Propertyiclvlagreement shall be in accord with the
provisions of V.T.C.A., Tax Code, Section 312.20&hen an investment improves existing
property, the portion of the value of property #lig for abatement is the value of real
property which has increased in market value bexafithe development, re-development or
improvements specified in the abatement contract.

b) Allineligible property, if otherwise taxabls &erein described, shall be fully taxed.

9. If a business meets the criteria and guideliasgrovided in Section IV above, the business will
be eligible for and receive an abatement of taxesaf period of up to five (5) years. The
Registration of Commercial Tax Abatement, includthgse “GUIDELINES AND CRITERIA
GOVERNING TAX ABATEMENT", will comprise the Tax Ab@ment Agreement. Said
Agreement will be automatically granted subjedti® following:

The governing body of each Affected Jurisdicti@mtams total discretion as to whether tax
abatement is to be granted. Such discretion, ssrheetained, may be exercised on a case by
case basis by the Affected Jurisdiction electingitbdraw from participation as provided herein.
The adoption of these guidelines and criteria ey dbverning body of an Affected Jurisdiction
does not:

a) Limit the discretion of the governing body tolatmte to its employees the authority to
determine whether or not the governing body shaddsider a particular application or
request for tax abatement; or,

b) Limit the discretion of the governing body tacitke whether to withdraw from a specific Tax
Abatement Agreement;

10. The burden to demonstrate that an applicatiomaix abatement should be granted shall be upon
the applicant. Each Affected Jurisdiction to whible application has been directed shall have
full authority to request any additional informatitrom the applicant that the governing body of
such Affected Jurisdiction deems necessary totdasgisreviewing such application.

SECTION V. Tax Abatement Agreement:

1. After the creation of a Reinvestment Zone, & Pdatement Agreement may be executed
between the owner and any Affected Jurisdictiohe Tax Abatement Agreement shall:

a) Establish and set forth the Base Year assesded of the property for which tax abatement
is sought.



b)

c)

d)

f)

9)

h)

)

K)

Provide that the taxes paid on the base yesmrsaed value shall not be abated as a result of
the execution of said Tax Abatement Agreement.

Provide that ineligible property as subscribe&ection IV, Subsection 6, hereinabove shall
be fully taxed.

Provide for the exemption of Improvements icregear covered by the agreement only to
the extent the value of such Improvements for et year exceeds the value for the year
in which the agreement is executed.

Fully describe and list the kind, number arghtmn of all of the improvements to be made in
or on the Real Property.

Set forth the estimated value of all improvensaiotbe made in or on the Real Property.

Clearly provide that tax abatement shall bentg@ only to the extent that the Improvements
to Real Property increase the value of the Reapditp for the year in which the Tax
Abatement Agreement is executed.

Provide for the portion of the value of the noyements to Real Property of improvements to
be abated.

Provide for the commencement date and the texticin date. In no event shall said dates
exceed a period of five (5) years.

Describe the type and proposed use of the ingments to Real Property or improvements
including:

1. The type of facility.

2. Whether the improvements are for repairs, im@moents or new construction at a
business.

3. The nature of the construction and proposed table of completion.

4. Any other information required by the Affectdatisdiction.
Provide a legal description of the Real Prgpagon which improvements are to be made.

Provide access to and authorize inspection h&f Real Property or improvements by
employees of the Affected Jurisdiction, who havecexed a Tax Abatement Agreement with
owner to insure improvements are made accorditigeg®pecifications and conditions of the
Tax Abatement Agreement.

Provide for contractual obligations in the evehdefault by owner or violation of the terms
or conditions by owner which allows for the recaijotg of property tax revenue in the event
owner defaults or otherwise fails to make improvetseas provided in said Tax Abatement
Agreement, and any other provision as may be redur authorized by State Law.



4.

n) Contain each term agreed to by the owner optbperty.

0) Provide that the governing body of the CityAsfdrews and/or other Affected Jurisdictions
may cancel or modify the agreement if the propatyner fails to comply with the
agreement.

Upon receiving a Registration of Commercial Pdoatement and not later than the seventh (7
day before the City of Andrews (as required by Z.A., Tax Code, Section 312.2041 or Section
312.402) enters into an agreement for tax abateoretdr V.T.C.A., Tax Code, Section 312.204,
the governing body of the City of Andrews or a dasited officer or employee thereof shall
deliver to the presiding officer of the governingdy of each of the taxing units in which the
property to be subject to the agreement is locadedyitten notice that the City of Andrews
intends to enter into the agreement. The noticstnmclude a copy of the proposed Tax
Abatement Agreement. An Affected Jurisdictionjtatsole discretion, may elect to withdraw
from the Tax Abatement Agreement by providing eritinotice to the City of Andrews within
twenty (20) days of said notice.

A notice, as above described in Subparagrajd @esumed delivered when placed in the mail,
postage paid and properly addressed to the appteppresiding officer. A notice properly
addressed and sent by registered or certified foanvhich a return receipt is received by the
sender is considered to have been delivered tadtieessee.

Failure to deliver the notice does not affect thidity of the agreement.

SECTION VI. Application:

1.

2)

Any present owner of taxable property locatétthivv an Affected Jurisdiction may apply for tax
abatement by filing a Registration of Commerciak Fbatement with the City Manager when
the Real Property for which abatement is souglddated within the City limits of the City of
Andrews.

Information that is provided to an Affected iddiction in connection with a registration
application or request for tax abatement and whliescribes the specific processes or business
activity to be conducted or the equipment or othkperty to be located on the property for
which tax abatement is sought is confidential aotsubject to public disclosure until the Tax
Abatement Agreement is executed. Information andbstody of an Affected Jurisdiction after
the agreement is executed is not confidential @.A., Tax Code, Section 312.003).

SECTION VII. Recapture:

1.

In the event that the applicant or owner hasredtinto a Tax Abatement Agreement to make
required improvements to a facility of any type,t Hails to undertake or complete such
improvements, then in such event the Affected digion to whom the application for tax
abatement was directed shall give the applicamwarer ninety (90) days notice of such failure.
The applicant or owner shall demonstrate to thesfaation of the Affected Jurisdiction, above
mentioned, that the applicant or owner has comntetweure such failure within the ninety (90)
days above mentioned. In the event that the apylior owner fails to demonstrate that he is
taking affirmative action to cure his failure, thensuch event the Tax Abatement Agreement
shall terminate and all abatement of taxes shkdiwlise terminate. Taxes abated during the



calendar year in which termination takes placel di@bayable to each Affected Jurisdiction by
no later than January 31st of the following yedraxes abated in years prior to the year of
termination shall be payable to each Affected diist®on within ninety (90) days of the date of

termination.

In the event that the Affected Jurisdictionvtbom application for tax abatement was directed
determines that the applicant or owner is in défaiubny of the terms or conditions contained in
the Tax Abatement Agreement, then in such eventAtfected Jurisdiction, shall give the
applicant or owner ninety (90) days written noticecure such default. In the event such default
is not cured to the satisfaction of the Affectedishiction within the ninety (90) days notice
period, then the Tax Abatement Agreement shall iteate and all abatement of taxes shall
likewise terminate. Taxes abated during the calegdar in which termination takes place shall
be payable to each Affected Jurisdiction by norlét@n January 31st of the following year.
Taxes abated in years prior to the year of terrunashall be payable to each Affected
Jurisdiction within ninety (90) days of the date@fmination.

In the event that the applicant or owner all@agisvalorem taxes on property ineligible for tax
abatement owed to any Affected Jurisdiction to bezadelinquent and fails to timely and
properly follow the legal procedures for their @it or contest, then in such event the Tax
Abatement Agreement shall terminate and all abatéwictaxes shall likewise terminate. Taxes
abated during the calendar year in which termimatimder this subparagraph, takes place shall
be payable to each Affected Jurisdiction by norlét@n January 31st of the following year.
Taxes abated in years prior to the year of ternonashall be payable to each Affected
Jurisdiction within ninety (90) days of the date@fmination.

In the event that the applicant or owner, whe éecuted a Tax Abatement Agreement with any
Affected Jurisdiction, relocates the business fdriclv tax abatement has been granted to a
location outside of the desighated ReinvestmenteZtimen in such event, the Tax Abatement
Agreement shall terminate after ninety (90) daystem notice by the Affected Jurisdiction to the
Owner/Applicant. Taxes abated during the calenggar in which termination, under this
subparagraph takes place shall be payable to efiebtéd Jurisdiction by no later than January
31st of the following year. Taxes abated in ygaiar to the year of termination shall be payable
to each Affected Jurisdiction within ninety (90)daof the date of termination.

The date of termination shall, in every ins@anbe the 60th day after the day the Affected
Jurisdiction sends notice of default, in the mailthe address shown in the Tax Abatement
Agreement to the Applicant or Owner. Should thé&adk be cured by the owner or Applicant
within the ninety (90) day notice period, the OwA@plicant shall be responsible for so advising
the Affected Jurisdiction and obtaining a releasenfthe notice of default from the Affected
Jurisdiction, failing in which, the abatement rensaterminated and the abated taxes must be
paid.

In every case of termination set forth aboke,Affected Jurisdiction to which the applicatian f
tax abatement was directed shall determine wheldfault has occurred by Owner (Applicant) in
the terms and conditions of the Tax Abatement Agesd and shall so notify all other Affected
Jurisdictions. Termination of the Tax Abatement égmnent by the Affected Jurisdiction to
which the application for tax abatement was dirateall constitute simultaneous termination of
all Tax Abatement Agreements of all other Affecfienlisdictions.



7. In the event that a Tax Abatement Agreement isiteated for any reason whatsoever and taxes
are not paid within the time period herein spedifi¢hen in such event, the provisions of
V.T.C.A., Tax Code. Section 33.01 will apply.

SECTION VIIl. Miscellaneous:

1. Any notice required to be given by these dater guidelines shall be given in writing to the
addresses appearing on the Tax Abatement Agreement:

2. The Chief Appraiser of the Andrews County Apgah District shall annually assess the Real
Property comprising the Reinvestment Zone No. AchByear, the applicant or owner receiving
tax abatement shall furnish the Chief Appraisehveitich information as may be necessary for
the abatement. Once value has been establishedHief Appraiser shall notify the Affected
Jurisdictions which levy taxes of the amount okasment.

3. Upon the completion of improvements made to tgpg of Facility as set forth in these criteria
and guidelines, a designated employee or emplayfessy Affected Jurisdiction having executed
a Tax Abatement Agreement with applicant or owrellshave access to the Facility to insure
compliance with the Tax Abatement Agreement.

4. A Tax Abatement Agreement may be assignednevaowner but only after written consent has
been obtained from all Affected Jurisdictions whi@ive executed such an agreement with the
applicant or owner.

5. These guidelines and criteria are effectivenufite date of their adoption by an Affected
Jurisdiction and shall remain in force for five (®ars. At the end of the five (5) year period
these guidelines and criteria may be readoptedjfireddamended or rewritten as the conditions
may warrant.

6. Each Affected Jurisdiction shall determine waeetor not said Affected Jurisdiction elects to
become eligible to participate in tax abatementthim event the Affected Jurisdiction elects by
resolution to become eligible to participate in &édoatement, then such Affected Jurisdiction shall
adopt these guidelines and criteria by separatdutgsn forwarding a copy of both resolutions to
all other Affected Jurisdictions.

7. In the event of a conflict between these ginesl and criteria and V.T.C.A., Tax Code, Chapter
312, then in such event the Tax Code shall preval these guidelines and criteria interpreted
accordingly.

8. The guidelines and criteria once adopted by ancidfi Jurisdiction may be amended or repealed
by a vote of three-fourths of the members of theegaoing body of an Affected Jurisdiction
during the five (5) year term in which these guitet and criteria are effective.



