City of Houston, Texas, Ordinance No. 2011- /7

AN ORDINANCE APPROVING THE FIFTH AMENDED PROJECT PLAN AND
REINVESTMENT ZONE FINANCING PLAN FOR REINVESTMENT ZONE NUMBER
FIVE, CITY OF HOUSTON, TEXAS (MEMORIAL HEIGHTS ZONE);: AUTHORIZING
THE CITY SECRETARY TO DISTRIBUTE SUCH PLANS; CONTAINING FINDINGS
AND OTHER PROVISIONS RELATED TO THE FOREGOING SUBJECT; AND
DECLARING AN EMERGENCY.

* * * * * * *

WHEREAS, by Ordinance No. 96-1337 adopted on December 18, 1996, the City
Council of the City of Houston (“City”) created Reinvestment Zone Number Five, City of
Houston, Texas (“Zone”) pursuant to Chapter 311 of the Texas Tax Code, as amended
("Code”), for the purposes of redevelopment in the area of the City generally referred to

as the Memorial Heights area: and

WHEREAS, on May 21, 1997, by Ordinance No. 97-594. the Board of Directors
of the Zone adopted, and the City approved, the Project Plan and Reinvestment Zone

Financing Plan for the Zone (hereinafter, as amended, "Plans"); and

WHEREAS, Code Section 311.011 authorizes the Board of Directors of the Zone

to adopt an amendment to its project plan with approval by City Council; and

WHEREAS, the Board of Directors of the Zone adopted, and the City approved,
the First Amendment to the Plans on August 11, 1999, by Ordinance No. 1999-823; and

WHEREAS, the City approved the annexation of additional area into the Zone on
October 10, 2007, by Ordinance No. 2007-1142 (“First Annexed Area”); and

WHEREAS, the Board of Directors of the Zone adopted and the City approved
the Second Amendment to the Plans on September 3, 2008, by Ordinance No. 2008-
784: and

WHEREAS, the City approved the annexation of additional area into the Zone on
December 17, 2008, by Ordinance No. 2008-1204 ("Second Annexed Area") and again
on March 25, 2009, by Ordinance No. 2009-235 ("Third Annexed Area," and,
collectively with the First Annexed Area and the Second Annexed Area, the "Annexed

Areas"); and



WHEREAS, the Board of Directors of the Zone adopted and the City approved
the Third Amendment to the Plans on April 8, 2009, by Ordinance No. 2009-299; and

WHEREAS, the Board of Directors of the Zone adopted and the City approved
the Fourth Amendment to the Plans on December 8, 2010, by Ordinance No. 2010-997;

and

WHEREAS, at its September 13, 2011 board meeting, the Board of Directors of
the Zone considered and adopted a Fifth Amendment to the Plans that included the
removal of territory from the Zone's boundaries, and has requested the Fifth

Amendment for approval by the City Council; and

WHEREAS, before the Board of Directors of the Zone may implement the Fifth

Amendment, the City Council must approve the Fifth Amendment: and

WHEREAS, the Fifth Amendment includes the implementation and continuation

of projects in the original area as well as in the Annexed Areas of the Zone: and

WHEREAS, Code Section 311.011 requires that a public hearing be held on the

Fifth Amendment; and

WHEREAS, the City Council finds that notice of the public hearing was published
in a newspaper of general circulation within the City in the time and manner required by

law; and

WHEREAS, the City Council conducted a public hearing on the proposed Fifth
Amendment on October 19, 2011: and

WHEREAS, at the public hearing, interested persons were allowed to speak for
or against the proposed Fifth Amendment, the reduction of the Zone’s boundaries, and

the concept of tax increment financing; and

WHEREAS, evidence was received and presented at the public hearing in favor
of the proposed Fifth Amendment, the reduction of the Zone's boundaries, and the

concept of tax increment financing; and



WHEREAS, the City Council approved reduction of the boundaries of the Zone

pursuant to Ordinance No. 2011- 1.

WHEREAS, the City desires to approve the Fifth Amendment: NOwW,

THEREFORE,
BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF HOUSTON,

TEXAS:

Section 1.  Findings. That the facts and recitations contained in the preamble
of this Ordinance are hereby found and declared to be true and correct and are hereby

adopted as part of this Ordinance.

Section 2.  Approval of the Amendment. That the Plans are hereby amended
by adding “Part F,” attached to this Ordinance as Exhibit “A.” The Fifth Amendment is
hereby determined to be feasible and is approved. The appropriate officials of the City

are authorized to take all steps reasonably necessary to implement the Fifth

Amendment.

Section 3. Distribution to Taxing Units. That the City Secretary is directed to

provide copies of the Fifth Amendment to each taxing unit levying ad valorem taxes in

the Zone.

Section 4. Public Hearing. That the City Council officially finds, determines,

recites, and declares a sufficient written notice of the date, hour, place, and subject of
this meeting of the City Council was posted at a place convenient and readily accessible
at all times to the general public at the City Hall of the City for the time required by law
preceding this meeting, as required by the Open Meetings Act, Chapter 551, TEX. Gov'T
CoDE, as amended, and that this meeting has been open to the public as required by
law at all times during which this Ordinance and the subject matter thereof has been
discussed, considered and formally acted upon. The City Council further ratifies,

approves, and confirms such written notice and the contents and posting thereof.

Section 5. That there exists a public emergency requiring that this Ordinance

be passed finally on the date of its introduction as requested in writing by the Mayor;

' Ordinance number of the ordinance reducing the Zone’s boundaries to be inserted by the City Secretary.
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therefore, this Ordinance shall be passed finally on such date and shall take effect
immediately upon its passage and approval by the Mayor; however, in the event that the
Mayor fails to sign this Ordinance within five days after its passage and adoption, it shall
take effect in accordance with Article VI, Section 6, Houston City Charter.

PASSED AND ADOPTED this 4 2011,

APPROVED this day of , 2011.

Mayor of the City of Houston

Pursuant to Article VI, Section 6, Houston City Charter, the effective date of the
foregoing Ordinance is NOV & 7 201 .

City Secretary

(Prepared by Legal Department uma Cepyps )
(DRC:drc  October 25, 201 1) Assistant Citil Attorney

(Requested by Andy Icken, Chief Development Officer, Office of the Mayor)
(L.D. File No. 0610800066023)
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TAX INCREMENT REINVESTMENT ZONE NUMBER FIVE
CITY OF HOUSTON, TEXAS

MEMORIAL HEIGHTS ZONE

Fifth Amended
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September 13, 2011



REINVESTMENT ZONE NUMBER FIVE, CITY OF HOUSTON, TEXAS
MEMORIAL HEIGHTS ZONE
Part F — Fifth Amended Project Plan and Reinvestment Zone F inancing Plan
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Introduction

The Project Plan and Reinvestment Zone Financing Plan and amendments (“Plans”) for Reinvestment
Zone Number Five, City of Houston, Texas (“Zone”) sets forth goals, expectations, and redevelopment
plans and programs to create and support an environment attractive to private investment in the greater
Memorial Heights area and in portions of the Buffalo Bayou and the White Oak Bayou inner loop
recreational corridor. The intent of the Plans is to implement improvements that will result in the long-
term stability and viability of the area.

The Zone was created by Ordinance No. 96-1337, on December 18, 1996, to facilitate the master-planned,
mixed-use, residential redevelopment of approximately 112 acres bounded generally by Washington
Avenue, Washington Cemetery, Memorial Drive, and Heights Boulevard. The Plans were adopted by
City Council on May 21, 1997 by Ordinance No. 1997-594 (“Part A Plan”). In the Part A Plan, two
alternatives were identified that were predicated on the relocation/abandonment of an existing rail spur.
Because the he rail spur was not abandoned within a time frame that would allow the development
contemplated, the Plans were amended on August 11, 1999 by City Council by Ordinance No. 1999-823
(“Part B Plan™).

On October 10, 2007, City Council approved the annexation of approximately 800 acres into the Zone by
Ordinance No. 2007-1142, and approved the Second Amended Project Plan and Reinvestment Zone
Financing Plan by Ordinance No. 2008-784 on September 3, 2008 (“Part C Plan”). On December 17,
2008, City Council approved a second annexation of 38.4 acres into the Zone by Ordinance No. 2008-
1204, for a proposed mixed-used development. On March 25, 2009, an additional .10 acres consisting of
sidewalk/public trail access easements was added to the Zone’s boundaries by Ordinance No. 2009-235.
On April 8, 2009, City Council approved the Third Amended Project Plan and Reinvestment Zone
Financing Plan by Ordinance No. 2009-299, (“Part D Plan™). On December 8, 2010, City Council
approved the Fourth Amended Project Plan and Reinvestment Zone Financing Plan by Ordinance No.
2010-997 for the Zone (“Part E Plan).

This Fifth Amendment to the Plans (“Part F” Plan) consists of two parts, Section One and Section Two.

Section One:

The Part A Plan: The Part A Plan covered approximately 112 acres bounded generally by Washington
Avenue, Washington Cemetery, Memorial Drive, and Heights Boulevard. The Part A Plan contemplated
the financing and management tools needed to help alleviate blight, deteriorated site conditions, relieve
obsolete platting; and encourage sound growth of residential development and supporting uses within the
Zone. The aforementioned goals were to be achieved primarily through the financing of:

¢ Real property assemblage and associated costs

¢ Environmental remediation

¢ Public utilities including water, sewer, and drainage facilities

s Utility Impact Fees

e Paving

* Landscaping

s Improvements to Spotts Park

¢ Intersection improvements

¢ Pedestrian Bridge and improvements to tie into Houston Bikeways/Memorial Trail system.

Much of what was formerly vacant land previously occupied by industrial uses has been converted into
high-density residential and commercial development. This development, which occurred within the



original boundaries of the Zone, has acted as a catalyst for additional redevelopment throughout the
surrounding area. A new initiative proposed to occur within the original boundaries of the Zone will
convert an additional 28 acres of multi-family housing from 616 units to an estimated 1,860 units. The
Zone will continue to implement and pay for the project costs for the Part A Plan.

The Part B Plan: The Part B Plan both restated and further defined the fundamental goals and objectives
identified in the Part A Plan. However, the primary intent of the Part B Plan was to reflect the inclusion
of Houston Independent School District’s (“HISD") participation in the Zone.

The Part C Plan: The Second Amendment to the Plans included provisions for a Zone area expansion
and projects for the enhancement of and improvements to the newly annexed public land. The geographic
area covered by the Part C Plan includes the areas covered by the Part A and Part B Plans, as well as the
recently annexed 800 acres of land.

The Part D Plan: The Third Amended Project Plan includes provisions for a Zone area expansion and
projects for the enhancement of and improvements to the newly annexed territory. The geographic area
covered by the Part D Plan includes the areas covered by the Part A, Part B, and Part C Plans, as well as
the approximately 39 acres of land recently annexed at Regent Square and sidewalk/trail easements at
Studemont Street and Memorial Drive. The proposed improvements in the annexed area are associated
with the Regent Square project and will allow the Zone to enter into a development agreement with the
owner of most of this property to develop a mixed-use project that includes for-sale and rental residential
units, retail and restaurant development, and office space. The development agreement would reimburse
the developer for various public improvements including, but not limited to, underground utility
improvements (water, wastewater, and storm drainage), street lighting and landscaping, sidewalks, and
utility impact fees. Public improvements proposed in the Part D Plan relate to the original goals of the
Zone. Part D Plan tax increment revenues that are not utilized for the project costs associated with the
Part D Plan annexed area may be utilized for project costs in the Part A Plan, Part B Plan, and Part C Plan
areas of the Zone.

The Part E Plan: The Part E Plan includes provisions in anticipation of funds associated with extending
the duration of the Zone. The additional funds derived from the Part E Plan will be utilized for public
improvement project costs consistent with the Part A, Part B, Part C, and Part D Plans. Additionally,
funding increases for other project costs, administrative expenses, and operational costs were included,
resulting in an overall increase in project costs of $47,797,291.

Section Two:

The Zone and the City now desire to further amend the Plans as described herein (“Part F Plan™). The
Part F Plan provides for enhancement of and improvements in the Zone, and contemplates reducing the
boundaries of the Zone by approximately 253 acres of land that was previously included in the Part A-
Part E Plans. The Part A-F Plans combined will provide the necessary tools to alleviate blight,
deteriorated street and site conditions, and obsolete public services and facilities and will encourage
growth of residential, retail, and commercial development within the Zone.

The Part F Plan:

Goals: Public improvements proposed in the Part F Plan relate to the goals of the Original and amended
Plans and are as follows:

Goal 1. Infrastructure Improvements:




Public streets and public utility systems are required to create an environment that will stimulate private
investment in retail, residential, and multi-family developments. Reconstruction {major and minor) of
key streets and utility systems will be undertaken to enhance the level of service in the area, improve
functionality, replace aged facilities, and increase aesthetics. All roadway improvements will be
integrated with street reconstruction projects of the City of Houston and others, as needed, and where
possible, include elements not included in those programs.

Goal 2; Parks and Related Amenities:

The creation of pedestrian-friendly safe environments, public open green space, and access and egress
improvements including land acquisition, dedication of public easements, parking, and the construction of
enhancements with an emphasis on the watershed of the Lower White Oak Bayou, are important
components of the Part F Plan. All improvements will be integrated with adjacent land uses and provide
upgrades focused on connectivity, pedestrian safety, and the visual environment.

Goal 3: Non-Vehicular/Multi-Modal Transportation Systems:

Development of on-road and off-road hike and bike trails including sidewalks, pedestrian bridges,
lighting, street trees, landscaping, wayfinding signage, benches, street furniture, public art and other
pedestrian amenities. Improvements include establishment of off-street hike and bike lanes where
adequate right-of-way/public easements are available, widening of existing sidewalks/roadway bridge
decks to accommodate both pedestrian and bicyclists, and modification of lane design within existing
pavement.

Goal 4: Cultural and Public Facilities:

Efforts to enhance the quality of life of area residents through the rehabilitation of cultural and public
facilities are anticipated in the Part F Plan. Repositioning of historic cemeteries is a component part of
this category.

Goal 5: Drainage and Detention Facilities:

The fundamental goal of the Part F Plan will be to address issues related to storm water management.
This will be achieved through the construction of flood mitigation utility systems, including the design
and construction of new storm water systems, retention basins, channel and environmental/ecological
restoration projects, reclamation and other methodologies proven to reduce volumes of runoff from
drainage areas. Flood risk management will be implemented so as to minimize increased risk of flooding
either locally or elsewhere,

Goal 6: Affordable Housine:

Provisions for a commitment to the City of Houston for an affordable housing contribution is included in
the Part F Plan.

Project Plan and Reinvestment Zone Financing Plan for the Zone

A. Project Plan

Existing Uses of Land (Texas Tax Code §311.011(b)(1)): Map 1 (attached) depicts the existing land and
proposed uses in the Zone. The existing and proposed land uses include multi-family residential,




commercial, office, public and institutional, transportation and utility, park and open spaces, and
undeveloped land uses.

Proposed Changes of Zoning Ordinances, Master Plan of Municipality, Building Codes, and other
Municipal Ordinances (Texas Tax Code §311.011(b)2)): All construction will be performed in
conformance with the City’s existing rules and regulations. There are no proposed changes to any City
ordinance, master plan, or building code.

Estimated Non-Project Costs (Texas Tax Code §311.011(b)(3)): Resolution 1997-0001, adopted by City
Council on January 8, 1997, created the Memorial Heights Public Improvement District ( PID). The
viability of submitting to City Council a PID Assessment has been discussed among single family and
multi-family residents within the original boundaries of the Zone. No known assessment rate or
collection amount is known at this time.

Method of Relocating Persons to be Displaced, if any, as a Result of Implementing the Plan (Texas Tax
Code §311.011(b)(4)): It is not anticipated that any residents will be displaced by any of the projects to
be undertaken in the Zone.

B. Reinvestment Zone Financing Plan

Estimated Project Costs (Texas Tax Code §311.011(c)(1)): Exhibit 1 (attached) details the proposed
public improvement and administrative project costs. The dollar amounts are approximate and may be
amended from time to time by City Council. The financing costs are a function of project financing needs
and will vary with market conditions from the estimates shown on Exhibit 1. The estimated project
descriptions in the Part A Plan, Part B Plan, Part C Plan, Part D Plan, and Part E Plan remain valid for
those projects at this time.

Proposed Kind, Number, and Location of all Proposed Public Works or Public Improvements to be
Financed in the Zone (Texas Tax Code §311.011(c)(2)): These details are described throughout the Plan.

Economic Feasibility (Texas Tax Code §311.011(¢)(3)): An economic feasibility study was completed
for the Memorial Heights area in 1996 by CDS Market Research. The study documents the economic
potential of the Zone. Exhibits 2 through 5 constitute incremental revenue estimates for the Zone. The
incremental revenue estimates are projected to be sufficient to cover the costs of the proposed
redevelopment and infrastructure improvements in the Zone. The Plan estimates total project costs of
$139,680,493. The Zoneand the City find and determine that the Part A Plan, Part B Plan, Part C Plan,
Part D Plan, Part E Plan, and Part F Plan are economically feasible.

Estimated Amount of Bond Indebtedness: Estimated Time When Related Costs or Monetary Obligations
Incurred (Texas Tax Code §311.01 1(c)(4), §311.011(c)(5)): Issuance of notes and bonds by the Zone will
occur as tax increment revenues allow. The value and timing of the issuance of notes or bonds will
correlate to debt capacity as derived from the attached revenue and project schedules, as well as actual
market conditions for the issue and sale of such notes and bonds.

Methods and Sources of Financing Project Costs and Percentage of Increment from Taxing Units
Anticipated to Contribute Tax Increment to the Zone (Texas Tax Code §311.011(c)(6)): Methods and
sources of financing include the issuance of notes and bonds, as well as collaboration with developers and
other entities for grant funding and partnerships. Tax Year 1997 was the base year for the Zone, and Tax
Year 2029 is the scheduled termination date. As outlined in Exhibits 2 through 5, at least $82.7 million of
increment is estimated to be generated by the Zone for use in funding project costs. This figure is
calculated using an estimated collection rate of 95% and a City contribution of $0.63875/$100 of assessed




valuation in the Original and 2007, 2008. and 2009 Annexed Areas and, a HISD contribution of
$1.15670/$100 of assessed valuation in the Original Area. HISD participation in the Zone will terminate
with the collection of the Tax Year 2017 increment payment.

Current Total Appraised Value of Taxable Real Property (Texas Tax Code §311.01 1(c)(7)): The current
projected appraised value of taxable real property in the Zone as of April 15, 2011 is $365.975.043.

Estimated Captured Appraised Value of Zone During_Each Year of Existence (Texas Tax Code
§311.011(c)(8)): The estimated captured appraised value for the remaining duration of the Zone is set
forth in Exhibit 2.

Zone Duration (Texas Tax Code §311.011(c)(9)): When the Zone was initially created by City Council
on December 10, 1997, its duration was established at 19 years. Due to the magnitude of development
within and adjacent to the Zone and the increased demand on the already-distressed infrastructure, by
Ordinance 2010-996, adopted by City Council on December 8, 2010, the duration of the Zone was
extended to December 31, 2029.
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EXHIBIT 2 -~ Revenue Schedule All Jurisdictions

Tax Year (1)

Increment Revenue

Total Increment

Net Revenue (Total
Increment Revenue

City Houston ISD (2) Revenue Less Transfers)

2011 $ 1,439,910 § 867,653 $ 2307563 % 1,822,985
2012 $ 1,476,938 $ 880,667 $ 2,357605 % 1,865,362
2013 $ 1,683,930 3 893,877 % 2577807 3 2,069,314
2014 $ 2,896,772 % 907,285 $ 3,804,057 $ 3,228,933
2015 $ 3477548 $ 920,895 $ 4,398,442 3% 3,788,200
2018 $ 3,584,397 % 934,708 $ 4,519,105 § 3,897,349
2017 $ 3,664,314 § 948,729 ¢ 4,613,043 % 3,981,028
2018 $ 3,745,830 $ 3745830 % 3,558,538
2019 $ 3,828,975 3 3,828975 3 3,637,527
2020 $ 3,913,784 3 3,913,784 3 3.718,095
2021 $ 4,000,289 $ 4,000,289 $ 3,800,275
2022 3 4,088,524 $ 4,088,524 § 3,884,088
2023 $ 4,178,524 $ 4,178,524 $ 3,969,598
2024 3 4,270,324 $ 4,270,324 § 4,056,808
2025 3 4,383,850 $ 4383850 % 4,164,658
2026 $ 5,113,665 3 5113665 § 4,857,981
2027 $ 5,705,161 $ 5705161 $ 5,419,903
2028 3 7,181,456 3 7,181,456 §$ 6,822,384
2029 ) 7,753,815 $ 7,753815 % 7,366,125

$ 76,388,006 § 6,353,814 % 82,741,820 % 75,909,160

Notes:

(1) TIRZ 5 is scheduled to terminate in Tax Year 2029
(2) Houston Independent School District participation in the TIRZ ends with the collection of the Tax Year 2017 payment
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