City of Houston, Texas, Ordinance No. 2011 - ?ég—

AN ORDINANCE RELATING TO THE FISCAL AFFAIRS OF THE MAIN
STREET/MARKET SQUARE REDEVELOPMENT AUTHORITY D/B/A DOWNTOWN
REDEVELOPMENT AUTHORITY ON BEHALF OF REINVESTMENT ZONE NUMBER
THREE, CITY OF HOUSTON, TEXAS (MAIN STREET/MARKET SQUARE ZONE);
APPROVING THE FISCAL YEAR 2012 OPERATING BUDGET FOR THE
AUTHORITY AND THE FISCAL YEARS 2012-2016 CAPITAL IMPROVEMENT
PROJECTS BUDGET FOR THE ZONE; CONTAINING FINDINGS AND OTHER
PROVISIONS RELATING TO THE FOREGOING SUBJECT; AND DECLARING AN
EMERGENCY.

WHEREAS, the Main Street/Market Square Redevelopment Authority d/b/a
Downtown Redevelopment Authority ("Authority”), a local government corporation
acting on behalf of the City in connection with Reinvestment Zone Number Three, City
of Houston, Texas ("Zone"), has submitted an Operating Budget for Fiscal Year 2012
("Operating Budget") and a five-year Capital Improvement Projects Budget for Fiscal
Years 2012-2016 ("CIP Budget" and, collectively with the Operating Budget, "Budgets")
to the City Council for approval pursuant to the interlocal agreement among the City, the
Authority, and the Zone approved by Ordinance No. 2000-240 on April 5, 2000 (“Tri-
Party Agreement”); and

WHEREAS, the City designated the Zone on December 13, 1995, by Ordinance
No. 95-1323, over a certain area within the central business district of the City ("Original

Area") and added additional areas to the Zone by Ordinance No. 98-1204 approved on



December 16, 1998 ("Firét Annexed Area") and by Ordinance No. 2005-1049 approved
on December 14, 2005 (“Second Annexed Area”); and

WHEREAS, the Budgets are based upon the following revenue assumptions:

1. The Tax Year 2011 Projected Captured Appraised Value of
$946,791,235.00 which is based on the most current certified property tax roll of Harris
County Appraisal District property values in the Zone as of April 15, 2011; and

2. The tax increment is calculated based on applying the following to the
Captured Appraised Value:

a. a City tax rate of $0.63875/$100 appraised value for the Original
Area and the First Annexed Area, and a tax rate of $0.231/$100 appraised value for the
Second Annexed Area; and

b. a Houston Independent School District ("HISD") tax rate of
$1.1567/$100 appraised value in the Original Area and the First Annexed Area, which is
the HISD participation rate specified in the interlocal agreement among HISD, the City,
and the Zone approved by Ordinance No. 96-910, as amended by Ordinance No. 1999-
914 ("HISD Agreement"); and

C. a Harris County tax rate (combined Harris County taxing entities) of
$0.62998/$100 appraised value of property in Zone A and a tax rate (combined Harris
County taxing entities) of $0.21281/$100 appraised value of property in Zone C, as
those terms are defined in the First Amendment to the Interlocal Agreement among
Harris County, the City, the Zone, and the Authority approved by Ordinance No. 2005-

1052 (“Harris County Agreement”); and



3. The HISD tax increment for the Original Area is based on the estimated
Captured Appraised Value for Tax Year 2011 shown in the Zone's Project Plan and
Reinvestment Zone Financing Plan. The HISD tax increment for the First Annexed
Area is based on the estimated Captured Appraised Value for Tax Year 2011 shown in
the Project Plan and Reinvestment Zone Financing Plan for the Zone; and

4. A tax collection rate of:

a. 99.3% for the City in the Original Area;

b. 89.0% for the City in the First Annexed Area:
C. 0.0% for the City in the Second Annexed Area:
d. 99.3% for Harris County in Zone A;

e. 0.0% for Harris County in Zone C;

f. 99.3% for HISD in the Original Area;

g. 88.5% for HISD in the First Annexed Area: and

WHEREAS, the Budgets are also based on the following assumptions:

1. Capital improvements for Fiscal Years 2012-2016 include approximately
$48,640,000.00 for roadway and pedestrian realm improvements, parks, plazas, and
transit improvements; and

2. The timely implementation of capital improvement projects in the Budgets
may require the Authority to incur debt; and

3. The City’'s Finance Department will assist the Authority in identifying a

cost-efficient method to finance the costs of the capital improvements; and



4. The first $750,000.00 of tax increment revenue received from taxes levied
and collected in the Original Area will be paid to the Houston Housing Finance
Corporation ("HHFC") pursuant to the Agreement among the City, the Zone, and HHFC
approved by Ordinance No. 96-909, as amended by Ordinance No. 2000-396; and

5. Amounts will be paid from the HISD Tax Increment Participation in the
manner prescribed by the HISD Agreement; and

6. Amounts will be paid from the Harris County Tax Increment Participation
in the manner prescribed by the Harris County Agreement; and

7. The Authority may receive grants from the state and federal agencies
during Fiscal Year 2012, and may receive grants from other sources, which may require
the Authority to pay a local match: and

8. The type and amount of coverage for all forms of insurance will be
reasonable and appropriate under the circumstances of the Zone, and the Zone and the
Authority will pursue the most cost-effective means of obtaining coverage, including but
not limited to, competitive bidding: and

WHEREAS, the City has experienced an incremental increase in the cost of
providing municipal services as a result of the creation of the Zone and the development
and redevelopment of the land in the Zone: and

WHEREAS, the City Council finds that it is appropriate to recover its incremental
costs of municipal services for Fiscal Year 2012 from the tax increment produced by the
City and paid into the Tax Increment Fund of the Zone, subject to complying with the

provisions of Texas Tax Code Section 311 .010(i); and



WHEREAS, the City Council finds that the incremental costs of providing
municipal services set forth in the Operating Budget attached hereto as Exhibit "A" will
be paid from the tax increment produced by the City and paid into the Tax Increment
Fund of the Zone and are reasonable; and

WHEREAS, the City Council desires to approve the Budgets; NOW,
THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF
HOUSTON, TEXAS:

Section 1. That the findings contained in the preamble of this Ordinance are
determined to be true and correct and are hereby adopted as part of this Ordinance.

Section 2. That the City Council takes cognizance of the fact that in order to
implement the Project Plan and Reinvestment Zone Financing Plan for the Zone, and to
make adjustments occasioned by events transpiring during the year, the Authority may
need to transfer funds from one Line Item of Project Costs shown on Exhibit "A" to
another. Unless approved by the City Council, the Authority may only transfer funds (1)
as needed for Debt Service; and (2) from one Line ltem of Project Costs to another,
provided that the aggregate of such transfers does not exceed the lesser of Four
Hundred Thousand Dollars ($400,000) or five percent (5%) of the Project Costs during
Fiscal Year 2012. Subject to the foregoing, the Operating Budget attached hereto as
Exhibit "A" is hereby approved for the Authority.

Section 3. That the CIP Budget attached hereto as Exhibit "B" is hereby
approved for the Zone.

Section 4. That not later than the end of Fiscal Year 2013, the Director of the

City's Finance Department (or any respective successor with the responsibility of



preparing a budget for the Zone) shall determine the amount of money necessary to:
(1) complete and pay for the estimated costs of all projects listed in the Project Plan and
Reinvestment Zone Financing Plan of the Zone: (2) pay any tax increment bonds or
notes issued for the Zone; and (3) pay any other obligations of the Zone. If the
Director's analysis shows that more revenues will be available than necessary to make
the payments described in the preceding sentence, the Director shall initiate the
process to reduce the portion of the tax increment produced by the City and paid into
the Tax Increment Fund of the Zone pursuant to applicable law.

Section 5. That not later than March 31, 2012, the Zone and the Authority
shall, in cooperation with City representatives: (1) identify surplus funds in the
Authority's Fiscal Year 2012 Operating Budget based on the difference between Zone
revenues and the Fiscal Year 2012 Operating Budget for the Authority approved by the
City; and (2) make available any surplus Zone funds, through appropriate agreement,
for projects identified by the City that are eligible for tax increment funding, such as
affordable housing, areas of public assembly, incremental costs of municipal services
attributable to development and redevelopment in the Zone, and capital projects that
benefit the City and the Zone. The agreement may provide for the payment of surplus
funds into one or more accounts established by the City or may provide for direct
payment by the Authority for the purpose. The Zone and the Authority shall consider
amendments to the Zone Project Plan and Reinvestment Zone Financing Plan that may
be necessary to accomplish this purpose, and shall expedite any such amendments.

Section 6. That the Authority is authorized to spend any grant money not

reflected in the Operating Budget that it receives during Fiscal Year 2012 in the manner



prescribed by law. In the event the Authority is required to pay a matching share of any
such grant, the Authority, after consultation with and approval by the Director of the
City's Finance Department, may spend an amount not to exceed ten percent (10%) of
the Operating Budget for such match.

Section 7. That the Director of the Finance Department is directed to assist
the Authority in identifying a cost-efficient method for financing public infrastructure
consistent with financing principles used by the City.

Section 8. The approval of this Budget is contingent upon receipt by the
Director of the Finance Department of a document signed by the Administrator of the
Authority and/or Zone disclosing the name of each owner or developer of property
within the Zone from which the Administrator has received compensation during the last
five calendar years, and the amount of compensation by owner by year. Compensation

may be expressed by category as follows:

Category | Less than $1,000.00

Category I At least $1,000.00 but less than $10,000.00
Category ll| At least $10,000.00 but less than $50,000.00
Category IV At least $50,000.00 but less than $100.000.00
Category V At least $100,000.00 but less than $500,000.00
Category VI At least $500,000.00 but less than $1,000,000.00
Category VI $1,000,000.00 or more

Section 9. 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;

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 j ¢/ day of , 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 22 2014

e e
e ;/j
fijpj gy
{ , S
City Secretary

(Prepared by Legal Department /i @&« 0s
(DRC:drc  August 1, 2011) " Assistant City Attorney
(Requested by Kelly Dowe, Director, Finance Department)
(L.D. File No. 0619500030072)
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EXHIBIT "A"

Fiscal Year 2012 Operating Budget for
Main Street/Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority



CITY OF HOUSTON Fund Summary
ECONOMIC DEVELOPMENT DIVISION Fund Name: Main Street Market Square Redevelopment Authority
FISCAL YEAR 2012 BUDGET PROFILE TIRZ: 03
Fund Number: 7551/64
p Base Year: Created in 1995, expanded in 1998, 2005, and 2007
R Base Year Taxable Value: $ 22,231,380
Projected Taxabie Value (TY2011): $ 1,085,119.136
S Current Taxable Value (TY2010): $ 1.213,361,015
| |Acres: 335.39 acres
L |Administrator (Contact): Tataiease L. Derby
E Contact Number: 713-526-7577
Zone Purpose
Main Street/Market Square TIRZ was created originally in 1995 to stimulate new residential development in the 9 block area around Rice Hote! (Part A). In 1898,
the Zone was expanded (Part B) to include Main Steet and northern biocks of the Central Business District along Buffalo Bayou; primarily to create pedestrian
and transit amenities, to catalyze new investment, and enhance connections between eastern and westem portion of downtown. In 2005, two biocks were added
(Part C) for a new mixed use retail and entertainment project. In 2007, the Zone was expanded to include public and institutional land. The Zone provides tools
needed to alieviate blight, deteriorated street and site conditions, obsolete transit services and facilities, white encouraging sound growth of residential, retail
hotef and commercial development. Through partnerships, leveraging and incentives, the Zone's purpose is to create an environment conducive to liveability,
residential infill, pedestrian functionality, muitimodal public transportation systems, public open spaces and parks.
N
A Accomplishments in FY11 (Projects Underway):
R | -Cantinued payments to the Houston Pavilions for fees and permits
R -Curn_pleted the constmctiqn aof Market Square Park
+Continued fagade restoration on 402 Main
A | -Granted funds for a Housing in Downtown Houston Survey
T *Granted funds for a Fnodgswice Feasibility Study at the Julia Ideson Library
+Granted funds for the design and construction of the Houston Ballet Pedestrian Sky Bridge
| *Granted funds for the historic fagade restoration of the 1868 San Felipe Cottage and the 1850 Nichols-Rice-Cherry House at Sam Houston Park
v +Granted funds for public impmvements at the Sundance The_ater in Bayou Place
*Granted funds for the historic fagade restoration of 500 Fannin
E |-Continued the design of East-West Side Walik improvements
Granted funds for a Workforce Housing Feasibifity Study in the 806 Main deveiopment
~Negotiating an agresment for the historic fagade restoration of 412 Main
-Negotiating an agreement for the historic fagade restoration of 202 Travis
*Negotiating an agreement for the historic fagade restoration of 806 Main
~Adopted a Workforce Housing Policy for the Authority
*Met with developers on facade restorations for buildings afong the Main Street Corridor and Market Square areas
*Met with developers to explore the integration of Warkforce Housing in Downtown Houston
Cumulative Expenses
Total Plan (to 8/30M0) Variance
Capital Projects:
Buffalo Bayou Riverwalk & Improvements $ 6,300,000 | $ 3,747003 | $ 2,552,997
Preparation of Residential Development Sites 5,000,000 - 5,000,000
P Rice Hotel Financial Assistance 18,750,000 10,500,000 8,250,000
R Acquisition/Rehabilitation of Historic Structures 18,500,000 8,190,038 10,309,962
o Streetscape Enhancements 27,100,000 355,829 26,744,171
J Transit Streets 18,000,000 12,169,720 5,830,280
E Retail/Economic Development 28,300,000 9,263,305 19,036,695
c Theater District improvemenits 11,500,000 1,502,034 9,997,966
T Parking Faciiities 3,100,000 2,487,457 612,543
institutional Faciiities 19,500,000 1,206,195 18,293,805
P Property Acquisition/Land Assemblage 10,000,000 - 10,000,000
L o
A Total Capitat Projects 3 166,050,000 | $ 49421581 | § 116,628,419
N |Affordabie Housing 20,000,000 11,251 19,988,749
Education Facilities 82,541,820 32,180,236 50,361,584
Financing Costs 10,650,000 7,562,803 3,087,197
Administration Costs 6,750,000 3,644,964 3,105,036
Creation Costs - S 2
Total Project Plan $ 285,991.820 | $ 92,820,835 | $ 193,170,985
Additional Financial Data "FY2011 Budget FY2011 Estimate FY2012 Budget
Debt Service 3 1503813 | $ 1,503,813 | $ 2,468,337
Principal $ 575,000 | $ 575,000 1 8 1,565,000
D Interest $ 928,813 | § 928,813 | $ 903,337
E Balance as of 6/30/10 Projected Balance as of Projected Balance as of
B 8I30/11_ B130/12
T [Year End Qutstanding (Principal)
Bond Debt $ 26,920,000 | $ 24,908,065 | § 23,343,065
BankLoan* $ 18 - 1% g
Other (HHFC - Rice Hotei) 3 7,500,000 | $ 7,500,000 | $ 7,500,000

* Only interest paid in FY0S, FY10 and FY11.
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CITY OF HOUSTON Fund Summary

ECONOMIC DEVELOPMENT DIVISION Fund Name: Main Street Market Square Redevelopment Authority
FISCAL YEAR 2012 BUDGET DETAIL TIRZ: 03
Fund Number: 7551/64
TIRZ Budget Eine Items FY2011 Budget FY2011 Estimat_g FY2012 Budget
RESQURCES
RESTRICTED Funds - Capitai Projects $ -1% 1,876,013 | § 526,013
RESTRICTED Funds - Affordabie Housing $ -3 -18 -
RESTRICTED Funds - Bond Debt Service $ 3,862507 | § 4,849090 | $ 4,849,090
RESTRICTED Funds - Houston Paviiions $ - $ 1,350,000 | $ ) -
UNRESTRICTED Funds $ 8914828 § 6,369,080 | $ 10,857,304
Beginning Fund Balance $ 12,877,335 | $ 14,444,183 | § 16,232,407
City tax revenue 3 5,329,296 | $ 5,816,301 | § 5,322,901
ISD tax revenue $ 4652145 1 % 4,745,041 1 § 4,327,526
_County tax revenue $ 601,362 | $ 637,328 18 581,915
Community Coliege tax revenue $ 18 -8 -
Incremental property tax revenue $ 10,582,803 | $ 11,198,670 | $ 10,232,342
Parking Revenue (Blocks 6 and 7) $ 120,000 § 103,798 1 § 120,000
Miscellaneous revenue s 120,000 | $ 103,798 | $ 120,000
COH TIRZ Interest $ 12276 | $ 16,057 | $ 17,000
Other Interest $ 58,737 $ 15177 | $ 18,000
Interest income $ 71,013 | $ 31,234 | $ 35,000
$ -1 3 -8 » -
Developer Advances $ -1$ -1 8 -
TxDOT Sidewalk Project (CIP T-0323) $ -1 -8 1,585,906
Grant Proceeds $ -1 $ -1$ 1,585,906
$ -1 8 -1 8 -
Special assessment bond proceeds $ -8 -8 -
3 -8 -1 8 ’ -
Proceeds from bank loan $ -1$ -8 -
TOTAL AVAILABLE RESOURCES $ 23,651,151 1 % 25777885 | % 28,205,655
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CITY OF HOUSTON Fund Summary

ECONOMIC DEVELOPMENT DIVISION Fund Name: Main Street Market Square Redevelopment Authority
FISCAL YEAR 2012 BUDGET DETAIL TIRZ: 03
Fund Number:  7551/64
TIRZ Budget Line items FY2011 Budget FY2011 Estimate FY2012 Budget
— —————
EXPENDITURES
Accounting $ 6,500 | $ 6,500 ; 8 6,800
Admmlstratnon Consultant $ -1 8 -18 81,500
Admlnlslratlon Salaries & Benefits 18 243360 | $ 68,806 1 $ -
Auditor (GDD) 3 98001 % 10200 1 § 10,500
Bond Services/Trustee $ 4,600 1 $ 4 600 $ 4,600
__Financial Advisor s 3500 |3 700013 3,500
Insurance $ 27001 % 2,700 | $ 2,500
Office Expenses $ 65,000 | $ 46,3311 3,500
Taxroll Advisor '3 50001 $% 7,000 | $ 7,000
TIRZ Administration and Overhead $ 340,460 | § 153,137 | § 119,900
Architects $ -1$ -18 -
Engnneenng Consultants $ -1 % -18 -
Legal $ 15,000 | $ 19,000 | $ 21,000
Construction Audit $ -8 -183 -
Planning Consuitants $ -18 -18 -
Project/Program Management $ -8 -1 9 50,700
TxDOT Sidwalk Project Co-Match $ -1 8 -1 8 396,477
Program and Project Consultants $ 15,000 | $ 19,000 | $ 469,177
Management consulting services $ 355,460 | $ 172137 | $ 588,077
Capital Expenditures (See CiP Schedule) $ 6,050,000 | $ 1,126,022 1 § 7,937,383
'TIRZ Capital Expenditures $ 6,050,000 | $ 1,126,022 | $ 7,937,383
Developer Agreements
Affordable Housing
806 Main Carter Building $ -8 25,000 | § -
Buffalo Bayou Riverwalk improvements
Sabine to Bagby Promenade $ 200,000 { $ 126781 % 194,767
Historic Preservation $ 1,500,000
402 Main Street $ -1 350 [ $ 800,000
412 Main Street $ -8 -1 $ 257 571
500 Fannin $ -1 8 -18 888,222
508 Main $ 18 7001 8 -
The Heritage Society $ -1 8 155,991 | § 27,178
International Coffee Buiiding $ 800,000 % -1$ 795,680
Streetscape Enhancements
Houston Parks Board $ -1 8 -8 300,000
Retail/Economic Development
Houston Pavilions $ 1,837.267 { $ 1,837267 { $ 417,000
Bayou Place Sundance Theater $ 750,000
Property Acquisition/Land Assemblage $ -1 8 -1 -
Developer/ Prolect Reimbursements k $ 4,337,267 | $ 2,031,986 | $ 4,430,418
Bond Debt Service
Principai - infrastructure (Series 2002A) $ 575,000 | § 575000 | $ 605,000
Interest - Infrastructure 3 508,122 | $ 508,122 1 § 478,025
Principal (B of A; 15 yr until 2023) $ -18 -8 960,000
Interest ' $ 928,813 | § 928,813 [§ 903,337
‘System debt service $ 2,011,935 | $ 2,011,935 { $ 2,946,362
TOTAL PROJECT COSTS $ 18,754,662 | § 5,342,080 | § 15,902,240
Paymenttransfer to ISD - educational facilities $ 2,084,221 1 § 2125717 |1 $ 1,939,213
Administration Fees: $ e e
City $ 266,465 | $ 290,815 [ § 266,145
County $ 30,068 | $ 31,866 | $ 29,096
ISD $ 25,000 | $ 25000 |§ 25,000
_Affordable Housing: )
City ) $ - 1% -18 -
ISD to City of Houston $ -1% -8 -
. Transfer to Harris County 8 ~18 18 T
MunlClpal Sen/lces (Payable to COH) $ 980,000 1 § 980.000 | $ 980,000
HHFC Payment $ 750,000 | $ 750,000 | '3 750,000
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CITY OF HOUSTON Fund Summary
ECONOMIC DEVELOPMENT DIVISION Fund Name: Main Street Market Square Redevelopment Authority
FISCAL YEAR 2012 BUDGET DETAIL TIRZ: 03

Fund Number: 7551/64

TIRZ Budget Line items FY2011 Budget FY2011 Estimate FY2012 Budget
Total Transfers $ 4,135,754 | $ 4,203,398 | $ 3,989,454
Total Budget $ 18,880,416 | § 9,545,478 | § 19,891,694
RESTRICTED Funds - Capital Projects $ -18 526,013 1 % 526,013
RESTRICTED Funds - Affordable Housing $ -1 -9 . -
RESTRICTED Funds - Bond Debt Service $ 3,962,507 | $ 4,849,090 | § 4,849,090
RESTRICTED Funds - Houston Pavilions $ ) .- 8 -8 o
UNRESTRICTED Funds $ 2,798,228 | $ 10,857,304 | § 2,938,858
Total Ending Fund Balance $ 6,760,735 | $ 16,232,407 | $ 8,313,961
Total Budget & Ending Fund Balance $ 23,651,151 | § 25777885 1% 28,205,655

Notes:
The TY10/FY11 Estimate for incremental property tax revenue and transfers from the City of Houston, all 1SDs, Harris County, and Community Colleges is
based on the Harris County Tax Office collections report dated Aprit 2011

The TY11/FY12 Budget for incremental property tax revenue and transfers is based on the TY10 Harris County Tax Office collections report dated April 2011
and the Harris County Appraisal District's tax year 2011 projections by property use category.
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EXHIBIT "B"

Fiscal Years 2012-2016 Capital Improvement Projects Budget
Main Street/Market Square Zone
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