Tax Increment Reinvestment Zone Number One East, City of Lorena and McLennan County 381 Area

Semi-Annual Report

July - December, 2016

ORGANIZATIONAL BACKGROUND

1.

4.

City of Lorena Ordinance, adopted November 17, 2014 established TIRZ #1 East, and
adopted a project and financing plan, and established a 7-member Board of Directors; 3
from City Council, 2 from Lorena Economic Development Corporation, 1 from McLennan
County Commissioners Court, and 1 from the property owners in the Zone.

Master Economic Development Agreement adopted between the City of Lorena,
McLennan County, and the Lorena Economic Development Corporation (EDC), established
in June, 2015 tax incremental participation by the County and the EDC with the City for
incremental sales and use taxes and property taxes for the TIRZ #1 East.

McLennan County Economic Development program project agreement established in June,
2015 granted to the City of Lorena incremental sales and use taxes and property taxes
from development within the County 381 East Area and the TIRZ #1 East Zone.
Organizational Meeting was held on June 29, 2015 electing officers and approving the TIRZ
#1 East and 381 East areas project plan and financing plan.

The TIRZ #1 East Board of Directors Officers and Directors for this Report period continues from the past
reports with no changes and includes:

Chairman.......ccccccoeevvereneen. Mayor Pro-Tem Bill Coleman (Lorena City Council)
Vice Chairman.................. McLennan County Commissioner Kelly Snell
Secretary....ccoeeeeeeeenenes Mayor Chuck Roper (Lorena City Council)

........................................... Alderman J Fagner (Lorena City Council)
........................................... David Anderton (Lorena EDC)
........................................... John Johnston (Lorena EDC)
........................................... William Callan (Property Owner in the Zone)

The following firms provide professional services to the TIRZ Board of Directors:

(o}

Law Office of Cary L. Bovey, PLLC as legal advisors

0 Mundo and Associates, Inc. as TIRZ administrators and program managers.

A. PROGRESS OF THE SANTARY SEWER TRUNK LINE IMPROVEMENTS

Principal purpose of the Tax Increment Reinvestment Zone is the financing of public improvements
which will attract private investment and development to an area challenged for such activity. The
Lorena TIRZ #1 East Board has chosen the development of the sanitary sewer trunk line as its initial
public improvement.

The TIRZ Board issued a request for Professional Engineering Qualifications and the firm of
Kasberg, Patrick & Associates, LP (KPA) was selected, effective December 7, 2015.

The Preliminary Engineering Scope of Services Order was issued to KPA, effective February 1,
2016, for this first TIRZ Public Development Project — the Sanitary Sewer Trunk Line extending
from I-35 to the WMARSS Wastewater Treatment Plant.
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The Preliminary Engineering for this initial project had a 4 month timeline and was

completed by KPA at the end of May, 2016, on time and within budget. Mundo and

Associates, Inc. performed the Program Management of these activities on behalf of the TIRZ
Board. The Board selected Option B from a total of 3 options as the preferred sanitary sewer
alignment.

Final Engineering Scope of Services for the Sanitary Sewer Trunk Line Design,

Construction Plans, Specifications, and Bidding Documents, with a 9 month timeline, was
Prepared and then authorized by the Board on September 15, 2016. Design began

by KPA in October 2016. Completion of the Final Engineering is expected in June of 2017.
Three months of the project final design have now been completed. Geotechnical investigations
are complete. Nationwide permitting is in progress as are the environmental investigations and
design survey.

e On September 15, 2016 the Board also authorized the Program Management Scope of Services

for Mundo and Associates, Inc. to perform the final engineering Program Management and
Bidding Process. The award of the Construction Contract is expected to occur from June 2017 to
August 2017.

B. FINANCING OF THE SANITARY SEWER TRUNK LINE PROJECT

The City of Lorena has established a Tax Increment Fund for the Lorena TIRZ #1 East as per the
requirements of the May 2015 Master Economic Development Agreement between the City of
Lorena, McLennan County, Lorena Economic Development Corporation and Reinvestment Zone
Number One East, City of Lorena.
The City of Lorena provided the Tax Increment Fund a reimbursable sum of $40,000 for the
payment of the preliminary sanitary sewer trunk line engineering and program management
expenditures.
It should be noted that the Tax Increment Fund is not expected to receive significant property
tax funds in the 2015-2016 fiscal year nor the 2016-2017 fiscal year as there was no
substantial incremental increase in development nor appraised value from which to receive
incremental pledged funds at rate of 70% of the incremental increase.
It should be noted that the Tax Increment Fund is not expected to receive sales tax until the
Texas Comptroller’s Office is able to release a report of sales tax in the TIRZ. Texas law does
not allow such a report to be generated for less than 4 sales tax payers in the TIRZ. There have
been no new sales tax generating businesses operating in the TIRZ in 2015-2016 nor is it
anticipated that a new sales tax generating business will locate in the TIRZ until after completion
of the sanitary sewer trunk line. Completion of the trunk line is expect in July of 2018.
A December 2016 report of the expenditures of the TIRZ #1 East is attached. Note that some
expenditure payments have been made due to reimbursable funds received from development
financing agreements of private property owners who have property within the TIRZ #1 East.
On September 15, 2016 the TIRZ #1 East Board of Directors signed 5 separate but inter-related
development financing agreements establishing a public private partnership to implement the
sanitary sewer trunk line project. Technical assistance of the agreements was provided by
Mundo and Associates, Inc. and legal assistance provided by Law Offices of Cary L Bovey, PLLC.
» The Development Financing Agreement between the City of Lorena and the TIRZ #1 East
established that the City issue debt (Certificates of Obligation) for $2,300,000 covering

Page 2 of 5



Tax Increment Reinvestment Zone Number One East, City of Lorena and McLennan County 381 Area

Semi-Annual Report

July - December, 2016

the cost of the sanitary sewer trunk line project costs. Payments are a total of
$265,400 with interim payments paid between February 1 of 2017 and August of 2024.
The payments will be reimbursable back to the City from the Tax Increment Fund. Note
the Certificates of Obligation were issued in December 2016.

> The Development Financing Agreement between the City of Lorena, the TIRZ #1 East
and the Lorena Economic Development Corporation (LEDC) established that the LEDC
will provide $265,400 for the TIRZ. Interim payments will occur between February 1,
2017 and August 31, 2024. The payments are reimbursable from the Tax Increment
Fund.

> The Development Financing Agreement between the City of Lorena, the TIRZ #1 East
and the Mitchell/Tully Group established that the Mitchell/Tully Group provide
$400,000 for the TIRZ. This agreement established the Mitchell/Tully Group obligation
to begin development of a minimum of 6 acres of their property within 12 months of
completion of the sanitary sewer trunk line. Completion of the trunk line is expected in
July 2018. Further this agreement establishes that the Mitchell/Tully properties shall be
voluntarily annexed into the City by January 1, 2020. A donation of the trunk line
easements will also be provided by Mitchell/Tully. The cash payments are
reimbursable as is the easement grant from the Tax Increment Fund.

» The Development Financing Agreement between the City of Lorena, the TIRZ #1 East
and the Braswell Family Enterprises, Ltd established that the Braswell Family
Enterprises, Ltd provide $117,650 for the TIRZ. Further this agreement established the
Braswell Family Enterprises, Ltd obligation to begin development of the property by
December 31, 2021 of 15 residential lots or five (5) acres of commercial development.
This agreement establishes that the Braswell Family Enterprises, Ltd property shall be
voluntarily annexed into the City by January 1, 2020. The agreement establishes that
the Braswell Family Enterprises, Ltd will grant the trunk line easement. The cash
payments are reimbursable as is the easement grant from the Tax Increment Fund.

» The Development Financing Agreement between the City of Lorena, the TIRZ #1 East
and the McElla Group LLC established that the McElla Group LLC provide $117,650 to
the TIRZ. Further this agreement established the McElla Group LLC obligation to begin
development of the property by December 31, 2021 of 15 residential lots or five (5)
acres of commercial development. This agreement establishes that the McElla Group
LLC property shall be voluntarily annexed into the City by January 1, 2020. The
agreement establishes that the McElla Group LLC will grant the trunk line easement.
The cash payments are reimbursable as is the easement grant from the Tax Increment
Fund.

e |t is anticipated, as per the Financing Plan that once the sanitary sewer trunk line is available,
commercial and residential development within the TIRZ will begin to generate property and
sales tax revenues sufficient to pay expenditures of the TIRZ including principal and interest on
the certificates of obligation for the $2,300,000. The breakeven point in the Financing Plan is at
the end of 2024.
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C. TIRZ AREA DEVELOPMENT, BUSINESS LOCATION AND EMPLOYMENT CREATION

e Efforts during this reporting period were spent negotiating with owners of Property within

the TIRZ to determine their level of commitment to developing the property that will
generate property tax and sales tax revenues to enable the construction of the sanitary
sewer trunk line and additional public improvements planned including road construction.

e The Mitchell-Tully group have presented a plan for the development of their properties

principally fronting on IH-35. See attached the proposed development plan. Conceptual
residential development plans were prepared for the Braswell Family Enterprises and the McElla
Group properties by Mundo and Associates, Inc. to provide a preview of the potential
development options.

e Mundo and Associates, Inc. attended two separate trade shows (North Texas Commercial
Association of Realtors — August 2016 and the International Council of Shopping Centers Texas
Deal Making -October 2016) to show the Lorena TIRZ #1 East area’s potential to the
development and investment community. The commercial prospects of convenience
store/travel center, hotel, and restaurants are significant as indicated by interested commercial
developers and retailers as well as TIRZ land owners Mitchell-Tully. It is anticipated that
development will begin as soon as the sanitary sewer line is under construction.

BOARD OF DIRECTORS MEETINGS SUMMARIZED

The TIRZ #1 East Board of Directors holds monthly meetings — generally on the first Monday of each
month at the City of Lorena City Hall - open to the public and with Agendas publicly posted in
accordance with the Texas Open Meetings Act. During this Report Period the following Board meetings
were held:

August 1, 2016 at 6:30 pm: Meeting included discussion of the “Path Forward” being steps and
decision making necessary to begin construction of the sanitary sewer trunk line. Mundo and
Associates, Inc. prepares and updates this report monthly for the Board. The staging and
methods of financing the sanitary sewer trunk line were discussed. The need for and the terms
of the Development Financing Agreements were discussed. The scope of the final engineering
and program management agreements were also discussed.

September 6, 2016 at 6:30 pm: Meeting included updates to the “Path Forward” reports and
deadline adjustments. Funding and financing alternatives with the City, the LEDC and the
developers/property owners were reviewed. Various terms and steps to obtain financing were
outlined by the City Bond Consultant. Five developer agreements prepared by Law Offices of
Cary L Bovey being between the TIRZ and the City, the LEDC, the Mitchell Tully Group, the
Braswell Family Enterprise and the McElla Group were reviewed and changes made.

September 15, 2016 at 6:30 pm: Meeting included finalization of the Development Financing
Agreements between the TIRZ and the City, the LEDC, the Mitchell Tully Group, the Braswell
Family Enterprise, Ltd and the McElla Group LLC. The five Development Financing Agreements
were approved by the TIRZ Board. The TIRZ Board also approved the professional engineering
and program management agreements for the Final Engineering of the initial TIRZ Public
Development Project — the Sanitary Sewer Trunk Line with KPA and Mundo and Associates, Inc.
respectively.
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e October 3, 2016 at 6:30 pm: Meeting included the official signing of the five Development
Financing Agreements. The “Path Forward” report of Mundo and Associates, Inc. was reviewed.
The draft annual budget prepared by Mundo and Associates, Inc. was reviewed. The TIRZ Board
approved the 2016-2017 Annual Budget of the Lorena TIRZ #1 East.

e November 7, 2016: Meeting included an update on the progress for the final design of the
sanitary sewer trunk line. The initial month of design was devoted to acquiring right of way
entrance agreements, start of the design field survey, work on the geotechnical investigations,
and existing utility locations. Environmental investigations including a Phase | were reported as
underway. Funds from the Braswell Family Enterprises, Ltd and McElla Group LLC were received
by the Tax Increment Fund. Payments were made for engineering and program management,
and deferred legal fees.

e December 5, 2016 at 6,30 pm: Meeting included the second in-progress update on the Final
Engineering of the initial TIRZ Public Development Project — the Sanitary Sewer Trunk Line; a
discussion of the engineering study prepared by Mundo and Associates, Inc. concerning a
potential project for a reclaimed water line was presented at the request of the Board; updates
on receipt of funds from the Braswell Family Enterprises Ltd. and McElla Group LLC were
received by the Board, payments were made for engineering, program management, deferred
administrative fees and previous costs assumed by the City.

TIRZ Administrators - Mundo and Associates, Inc. managed, coordinated, prepared, and/or performed
the activities included in preparation for the TIRZ Board meetings, and prepared the Agendas and the
resultant Board Meeting Minutes on behalf of the TIRZ Board. Mundo and Associates, Inc. prepares
reviews and updates the monthly Financial Report and the Virtual Checkbook Cash Flow report. Mundo
and Associates Inc. maintains record of work performed. Additionally, they prepare the Path Forward
Monthly Report of project planning and scheduling. Necessary pre-meeting coordination with the Board
members, City Staff, and landowners is conducted by Mundo and Associates, Inc. Mundo and
Associates, Inc. reviews and reconciles the professional services and construction invoices and prepares
information on payment of TIRZ invoices and bill payments. Information for the TIRZ section of the City
website is prepared by Mundo and Associates, Inc. Requested engineering review and reports are
prepared by Mundo and Associates, Inc. Coordination with the TIRZ Legal Council and the City Financial
Officer is done by Mundo and Associates Inc. Project planning is also conducted by Mundo and
Associates, Inc. including determining scope, cost, feasibility and schedule of projects requested by the
Board and projects on the TIRZ Project Plan. Mundo and Associates, Inc. prepared exhibits and
materials related to the projects. Coordination of the projects with the City, County, Landowners or
interested parties is also conducted by Mundo and Associates, Inc. Mundo and Associates, Inc. when
necessary coordinates with the bond advisors, City staff, and Board officers to prepare actions needed
for planning, development and execution of projects. Mundo and Associate, Inc. also updates, revises,
and prepares amendments that may arise from the project planning and development.

Attachments:

Tabulation of property and owners within the TIRZ #1 East Project Area
Map of TIRZ with Sanitary Sewer Trunk Line Options

Financial report (3 pages)

Site Plan of Mitchell-Tully Proposed Development

TIRZ #1 East Budget
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