
































proceeding,” a false statement on a Chapter 313 application constitutes perjury under Tex.

Penal Code § 37.03.

The Board finds that sworn statements are routinely used as an acceptable verification
method for reliance by fact finders in each of the three separate branches of government,

including trials.

The consultants have prepared signed statements that the consultants have reviewed and
verified the contents of the Application and have determined that the current statements of
fact contained in the Application are true and correct. The Board finds that reliance by the
Board and its consultants upon verified statements of the Applicant, especially as to
Applicant’s future intentions which cannot be objectively verified is reasonable and within

the intent of Chapter 313, Texas Tax Code.

Board Finding Number 11.
The Board of Trustees has determined that the Tax Limitation Amount
requested by Applicant is currently Twenty Million Dollars, which is
consistent with the minimum values currently set out by Tax Code, §
313.054(a).
The Board finds that the Chapter 313 Tax Limitation Agreement (Attachment G), in
accordance with Comptroller’s Form 50-286, contains all required provisions and
information related to the required investment amount, to wit: the amount set forth in
Section 2.4B of said Agreement. According to the Texas Comptroller of Public Accounts’
School and Appraisal Districts' Property Value Study 2013 Final Findings made under
Subchapter M, Chapter 403, Government Code for the preceding tax year, Attachment F,
the total 2013 industrial value for the District is $42.1 million. The District is categorized
as Subchapter C, which applies only to a school district that has territory in a strategic
investment area, as defined under Subchapter O, Chapter 171, Tax Code or in a county: (1)
that has a population of less than 50,000 and (2) in which, from 1990 to 2000, according
to the federal decennial census, the population: (A) remained the same; (B) decreased; or
(C) increased, but at a rate of not more than three percent per annum. The District is

classified as a “rural” district due to its population characteristics. Given that the value of
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industrial property in the District is more than $1 million but less than $90 million, it is
classified as a Category 1l district which can offer a minimum value limitation of $20

million.

Board Finding Number 12.

The Board finds that the Chapter 313 Tax Limitation Agreement
(Attachment G), in accordance with Comptroller’s Form 50-286,
contains all required provisions and information related to the
required investment amount, to wit: the amount set forth in Section
2.4B of said Agreement.

Board Finding Number 13.

The Applicant (Taxpayer Id. 10206360074) is eligible for the limitation

on appraised value of qualified property as specified in the Agreement

as an active franchise-tax paying entity.
The Applicant, (Texas Taxpayer Id. 10206360074), is an entity subject to Chapter 171,
Texas Tax Code, and is certified to be an active franchise tax payer by the Comptroller,
See Attachment B. The Board also finds that the Chapter 313 Tax Limitation Agreement
(Attachment G), in accordance with Comptroller’s Form 50-286 contains all required
provisions necessary for the Board to assess the eligibility of any business to which an
agreement is transferred, to wit: the requirement that all assignments are amendments to

the provision forth in Section 10.4 of said Agreement.

Board Finding Number 14.

The project will be located within an area that is currently designated
as a reinvestment zone, pursuant to Chapter 312 of the Texas Tax Code.
Should it be required, the District will cooperate with the Applicant
and ensuring that the area remains designated as a reinvestment zone
through the Final Termination Date of the Agreement.

Board Finding Number 15.

The Agreement for an Appraised Value Limitation on Qualified
Property, pursuant to Chapter 313 of the Texas Tax Code, attached
hereto as Attachment G, includes adequate and appropriate revenue
protection provisions for the District.

Page 11














http:www.moakcasey.com




4, All applicable school finance implications arising from the contemplated Agreement have
been explored.

5. The proposed Agreement contains adequate legal provisions so as to protect the interests
of the District.

As a result of the foregoing conclusions it is our recommendation that the Board of
Trustees approve the Application of IKO Southwest Inc for Limitation on Appraised Value of
Property for School District Maintenance and Operations Taxes.

Sincerely,

Kevin O'Hanlon
For the Firm




Attachment A

Application
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SZURGOT & PEEDE LAND SURVEYORS, LTD
125 N. COVINGTON STREET, P.O. BOX 533
HILLSBORO, TEXAS 76645
PHONE: (254) 582-3231
FAX: (254) 582-3234

LEGAL DESCRIPTION

2.43 Acres

In the

Benjamin Sanders Survey, Abstract No. 8§36
City of Hillsboro, Hill County, Texas

All that certain tract or parcel of land located in the Benjamin Sanders Survey, Abstract No. 836, City
of Hillsboro, Hill County, Texas, and being a part of Lot 4, Block 1, of Lee Roy Jordan Industrial Park,
an addition to the City of Hillsboro, Hill County, Texas, according to the plat recorded in Slide 197-A, of
the Plat Records of Hill County, Texas, and being more particularly described as follows:

BEGINNING at a 1/2” steel rebar set at a corner on the northerly line of the old SF&L Railway (100
foot right-of-way) that is conveyed to the City of Hillsboro by Quitclaim Deed recorded in Volume 912,
Page 359, of the Official Public Records of Hill County, Texas, from which a 1/2” steel rebar found at
the southeast corner of said Lot 4 bears North 79 degrees 25 minutes 53 seconds East at a distance of
87.69 feet;

THENCE South 79 degrees 25 minutes 53 seconds West, along the northerly line of said Railway tract
and the southerly line of said Lot 4, for a distance of 492.03 feet to a 1/2” steel rebar set at a corner on
the easterly side of a tract of land described as Easement #2 in a deed recorded in Volume 1392, Page
772, of the Official Public Records of Hill County, Texas, and being in a curve to the left, having a radius
of 507.50 feet;

THENCE in a northeasterly direction along said curve to the left, for an arc distance of 609,30 feet and
having a chord bearing of North 15 degrees 44 minutes 26 seconds East and a chord distance of 573.36
feet to a 1/27 steel rebar set at a corner on the northerly line of said Lot 4, and the southerly line of a tract
of land described as Easement #1, recorded in Volume 1392, Page 772, of the Official Public Records of
Hill County, Texas, and from which a 5/8” steel rebar found at the southeast corner of Lot 3, of said
Block | bears South 59 degrees 39 minutes 48 seconds West at a distance of 40.58 feet;

THENCE North 59 degrees 39 minutes 48 seconds East, along the northerly line of said Lot 4, for a
distance 0f 49.91 feet to a 1/2" steel rebar set at a corner from which a 5/8” steel rebar found at the
southeast corner of said Lot 4 bears North 59 degrees 39 minutes 48 seconds East at a distance of 97.38
feet;

THENCE South 30 degrees 21 minutes 04 seconds East, partially along fence line, for a distance of
564.14 feet to the point of beginning, and containing 2.43 acres of land, as surveyed by Szurgot & Peede
Land Surveyors, LTD., in March and April of 2013,

Bears for this survey are based on Texas State Plain North Central Zone Coordinates.

Donny Peede, Texas RPLS No. 5137
Job No. 030913B DRP
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Attachment B

Franchise Tax Account Status
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Attachment C

State Comptroller’s Certification




s US AN TEXAS COMPTROLLER 0f PUBLIC ACCOUNTS

C OMUB § PO Box 13528 » AusTiN, TX 7B711-3528

August 7, 2014

Dr. James Gilcrease

Superintendent

Hillsboro Independent School District
121 East Franklin Street

Hillsboro, TX 76645

Dear Superintendent Gilcrease:

On June 10, 2014, the Comptroller issued written notice that [IKO Southwest, Inc. (the applicant)
submitted a completed application (Application #1006) for a limitation on appraised value under the
provisions of Tax Code Chapter 313'. This application was originally submitted on April 7, 2014, to the
Hillsboro Independent School District (the school district) by the applicant.

This presents the results of the Comptroller’s review of the application and determinations required:
1) under Section 313.025(h) to determine if the property meets the requirements of Section 313.024
for eligibility for a limitation on appraised value under Chapter 313, Subchapter C; and
2) under Section 313.025(d), to issue a certificate for a limitation on appraised value of the property
and provide the certificate to the governing body of the school district or provide the governing
body a written explanation of the comptroller’s decision not to issue a certificate, using the
criteria set out in Section 313.026.

Determination required by 313.025(h)

Sec. 313.024(a) Applicant is subject to tax imposed by Chapter 171.
Sec. 313.024(b) Applicant is proposing to use the property for an eligible project.
Sec. 313.024(d) Applicant has committed to create the required number of new qualifying jobs

and pay all jobs created that are not qualifying jobs a wage that exceeds the
county average weekly wage for all jobs in the county where the jobs are located.
Sec. 313.024(d-2) Not applicable to Application #1006.

Based on the information provided by the applicant, the Comptroller has determined that the property
meets the requirements of Section 313,024 for eligibility for a limitation on appraised value under
Chapter 313, Subchapter C.

Certificate decision required by 313.025(d)

Determination required by 313.026(c)(1)

The Comptroller has determined that the project proposed by the applicant is reasonably likely to generate
tax revenue in an amount sufficient to offset the school district maintenance and operations ad valorem

tax revenue lost as a result of the agreement before the 25th anniversary of the beginning of the limitation
period. See Attachment B.

! All statutory references are to the Texas Tax Code, unless otherwise noted.
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Determination required by 313.026(c)(2)

The Comptroller has determined that the limitation on appraised value is a determining factor in the
applicant's decision to invest capital and construct the project in this state. See Attachment C.

Based on these determinations, the Comptroller issues a certificate for a limitation on appraised value.,
This certificate is contingent on the school district's receipt and acceptance of the Texas Education
Agency’s determination per 313.025(b-1).

The Comptroller’s review of the application assumes the accuracy and completeness of the statements in
the application. If the application is approved by the school district, the applicant shall perform according
to the provisions of the Texas Economic Development Act Agreement (Form 50-286) executed with the
school district. The school district shall comply with and enforce the stipulations, provisions, terms, and
conditions of the agreement, applicable Texas Administrative Code and Chapter 313, per TAC
9.1054(i)(3).

This certificate is no longer valid if the application is modified, the information presented in the
application changes, or the limitation agreement does not conform to the application. Additionally, this
certificate is contingent on the school district approving and executing the agreement within a year from
the date of this letter.

Note that any building or improvement existing as of the application review start date of June 10, 2014, or
any tangible personal property placed in service prior to that date may not become *“Qualified Property”
as defined by 313.021(2) and the Texas Administrative Code.

Should you have any questions, please contact Robert Wood, director of Economic Development &
Analysis Division, by email at robert.wood @cpa.state.tx.us or by phone at 1-800-531-5441, ext. 3-3973,
or direct in Austin at 512-463-3973.

Sincerely,

Deppty Comptroller
Eng¢losure

cc: Robert Wood
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Attachment D

Summary of Financial Impact



























Attachment E

Taxable Value of Property
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Attachment F

TEA’s Facilities Value
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Attachment G

Participation Agreement
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“Applicable School Finance Law” means Chapters 41 and 42 of the TEXAS EDUCATION
Cope, the Texas Economic Development Act (Chapter 313 of the TEXAS TAx CODE),
Chapter 403, Subchapter M, of the Texas Government Code applicable to District, and the
Constitution and general laws of the State applicable to the school districts of the State, including
specifically, the applicable rules and regulations of the agencies of the State having jurisdiction
over any matters relating to the public school systems and school districts of the State, and judicial
decisions construing or interpreting any of the above. The term also includes any amendments or
successor statutes that may be adopted in the future that could impact or alter the calculation of
Applicant’s ad valorem tax obligation to District, either with or without the limitation of property
values made pursuant to this Agreement,

“Applicant” means 1IKO Southwest, Inc., (Texas Taxpayer ID # 10206360074), the
company listed in the Preamble of this Agreement and that listed as the Applicant on the
Application as of the Application Approval Date. The term “Applicant” shall also include
Applicant’s assigns and successors-in-interest as approved according to Section 10.2 of this
Agreement,

“Applicant’s Qualified Investment” means the Qualified Investment of the Applicant
during the Qualifying Time Period and as more fully described in Section 3.3 of this Agreement.

“Application” means the Application for Appraised Value Limitation on Qualified
Property (Chapter 313, Subchapter B or C, of the Texas Tax Code) filed with District by
Applicant on April 7, 2014. The term includes all forms required by Comptroller, the schedules
attached thereto, and all other documentation submitted by Applicant for the purpose of obtaining
an Agreement with District. The term also includes all amendments and supplements thereto
submitted by Applicant.

“Application Approval Date” means the date that the Application is approved by the Board
of Trustees of District and as further identified in Section 2.3.B of this Agreement.

“Application Review Start Date” means the later date of either the date on which District
issues its written notice that Applicant has submitted a completed application or the date on which
Comptroller issues its written notice that Applicant has submitted a completed application and as
further identified in Section 2.3.A of this Agreement.

“Appraised Value” shall have the meaning assigned to such term in Section 1.04(8) of the
Texas Tax Code.

“Appraisal District” means the Hill County Appraisal District.

“Board of Trustees” means the Board of Trustees of the Hillsboro Independent School
District.

Agreement for Limitation on Appraised Value

Between Hillshoro Independent School District and KO Southwest, Tnc.
TLEXAS COMPTROLLER APPLICATION NUMBER 1006

November 10, 2014
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“Comptroller” means the Texas Comptroller of Public Accounts, or the designated
representative of the Texas Comptroller of Public Accounts acting on behalf of Comptroller.

“Comptroller’s Rules” means the applicable rules and regulations of Comptroller set forth
in Chapter 34 Texas Administrative Code, Chapter 9, Subchapter F, together with any court or
administrative decisions interpreting same,

“"County” means Hill County, Texas.

“District” or “School District” means the Hillsboro Independent School District, being a
duly authorized and operating school district in the State, having the power to levy, assess, and
collect ad valorem taxes within its boundaries and to which Subchapter C of the Act applies. The
term also includes any successor independent school district or other successor governmental
authority having the power to levy and collect ad valorem taxes for school purposes on Applicant’s
Qualified Property or the Applicant’s Qualified Investment.

“Final Termination Date” means the last date of the final year in which Applicant is
required to Maintain Viable Presence and as further identified in Section 2.3.E of this
Agreement.

]

“Force Majeure” means those causes generally recognized under Texas law as
constituting impossible conditions. Each party must inform the other in writing with proof of
receipt within three business days of the existence of such force majeure or otherwise waive this
right as a defense.

“Land’” means the real property described on EXHIBIT 2, which is attached hereto and
incorporated herein by reference for all purposes.

“Maintain Viable Presence’ means (i) the development, construction and operation
during the term of this Agreement of the facility or facilities for which the tax limitation is
granted, as the same may from time to time be expanded, upgraded, improved, modified,
changed, remodeled, repaired, restored, reconstructed, reconfigured, and/or reengineered; (ii) the
retention during the term of this Agreement of the number of New Qualitying Jobs set forth in
its Application by Applicant; (iii) and continue the average weekly wage paid by Applicant for
all Non-Qualifying Jobs created by Applicant that exceeds the county average weekly wage for
all jobs in the county where the administrative office of District is maintained.

“M&O Amount” shall have the meaning assigned to such term in Section 3.2 of the
Agreement.

“Maintenance and Operations Revenue” or “M&Q Revenue” means (i) those revenues
which District receives from the levy of its annual ad valorem maintenance and operations tax
pursuant to Section 45.002 of the Texas Education Code and Article VII § 3 of the Texas

Constitution, plus (ii) all State revenues to which the District is or may be entitled under Chapter

42 of the Texas Education Code or any other statutory provision as well as any amendment or
successor statute to these provisions, plus (iii) any indemnity payments received by the District

Agreement for Limitation on Appraised Value

Between Hillsboro Independent School District and KO Southwest, Inc.,
TEXAS COMPTROLLER APPLICATION NUMBLR 1006

November 10, 2014
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under other agreements similar to this Agreement to the extent that such payments are designed to
replace District M&O Revenue lost as a result of such similar agreements, less (iv) any amounts
necessary to reimburse the State of Texas or another school district for the education of additional
students pursuant to Chapter 41 of the Texas Education Code.

“Market Value” shall have the meaning assigned to such term in Section 1.04(7) of the
TEXAS TAX CODE.

“New Qualifving Jobs" means the total number of jobs to be created and maintained by
Applicant after the Application Approval Date in connection with the Project which is the subject
of its Application that meet the criteria of qualifying job as defined in Section 313.021(4) of the
TEXAS TAX CODE.

“Qualified Investment” has the meaning set forth in Chapter 313 of the Texas Tax Code, as
interpreted by Comptroller’s Rules, as these provisions existed on the Application Review Start
Date.

"Non-Qualifying Jobs ” means the number of New Non-Qualifying Jobs, as defined in 34
TAC §9.0151, to be created and maintained by the Applicant after the Application Approval Date
in connection with the Project which is the subject of its Application.

“Qualified Property” has the meaning set forth in Chapter 313 of the Texas Tax Code and
as interpreted by Comptroller’s Rules and the Texas Attorney General, as these provisions existed
on the date of the Application is approved by District,

"Qualifying Time Period” means the period that begins on the date of approval of this
Agreement by District’s Board of Trustees and ends on December 3 1st of the second Tax Year that
begins after such date of approval as is defined in Section 313.021(4)(A) of the Texas Tax Code
and during which Applicant shall make investment on the land where the qualified property in
the amount required by the Act, the Comptroller’s rules, and this Agreement and as further
identified in Section 2.3.C of this Agreement.

“Revenue Protection Amount” means the amount calculated pursuant to Section 3.2 of this
Agreement.

“State” means the State of Texas.

“Substantive Document” means a document or other information or data in electronic
media determined by the Comptroller to substantially involve or include information or data
significant to an application, the evaluation or consideration of an application, or the agreement
or implementation of an agreement for limitation of appraised value pursuant to Chapter 313 of
the Texas Tax Code, The term includes, but is not limited to, any application requesting a
limitation on appraised value and any amendments or supplements, any economic impact
evaluation made in connection with an application, any agreement between applicant and the

Agreement for Limitation on Appraised Value

Between Hillsboro Independent School District and [KO Southwest, Inc.
TEXAS COMPTROLLER APPLICATION NUMBER 1006

November 10,2014
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school district and any subsequent amendments or assignments, and any school district written
finding or report filed with the comptroller as required under this subchapter.

“Supplemental Payment” has the meaning as set forth in Article V1 of this Agreement.

“Tax Limitation Amount” means the maximum amount which may be placed as the
Appraised Value on Applicant’s Qualified Property for each tax year of the Tax Limitation Period
of this Agreement pursuant to Section 313.054 [or 313.027] of the Texas Tax Code.

“Tax Limitation Period” means the Tax Years for which the Applicant’s Qualified
Property is subject to the Tax Limitation Amount and as further identified in Section 2.3.D of this
Agreement.

“Tax Year” shall have the meaning assigned to such term in Section 1.04(13) of the Texas
Tax Code (i.c., the calendar year).

“Taxable Value” shall have the meaning assigned to such term in Section 1.04(10) of the
TEXAS TAX CODE.

“Texas Education Agency Rules” means the applicable rules and regulations adopted by
the Texas Commissioner of Education in relation to the administration of Chapter 313 of the Texas
Tax Code, which are set forth at 19 Tex. Admin. Code, Part 2, together with any court or
administrative decisions interpreting same.

ARTICLE 11
AUTHORITY, PURPOSE AND LIMITATION AMOUNTS

Section 2.1. AUTHORITY. This Agreement is executed by District as its written agreement with
Applicant pursuant to the provisions and authority granted to District in Section 313.027 of the
TEXAS TAX CODE.

Section 2.2. PURPOSE. In consideration of the execution of and subsequent performance of the
terms and obligations by Applicant pursuant to this Agreement, identified in Section 2.5 and 2.6
and as more fully specified in this Agreement, the value of Applicant’s Qualified Property listed
and assessed by the County Appraiser for District’s operation and maintenance ad valorem
property tax shall be the Tax Limitation Amount as set forth in Section 2.4 of this Agreement
during the Tax Limitation Period.

Section 2.3. TERM OF THE AGREEMENT.
A. The Application Review Start Date for this Agreement is June 11, 2014, which will
determine Applicant’s Qualified Property and applicable wage standard.
B. The Application approval date for this Agreement is November 10, 2014, which will
determine the Qualifying Time Period.
C. The Qualifying Time Period for this Agreement:
1. Starts on November 10, 2014 Application Approval Date; and

Agreement for Limitation on Appraised Value

Between [Hillsboro Independent School District and KO Southwest, Inc.
TEXAS COMPTROLLER APPLICATION NUMBER 1006

November 10, 2014
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2. Ends on December 31, 2016; being the second complete tax year after the
effective date of this agreement]

D. The Tax Limitation Period for this Agreement:

1. Starts on January 1, 2017
2. Ends on December 31, 2026.

E. The Final Termination Date for this Agreement is December 31, 2031.

F. This Agreement, and the obligations and responsibilities created by this Agreement, shall
be and become effective on the Application Approval Date identified in Subsection B, This
Agreement, and the obligation and responsibilities created by this Agreement, terminate on the Final
Termination Date identified in Subsection E, unless extended by the express terms of this Agreement.

2.4. TAX LIMITATION. So long as Applicant makes the Qualified Investment as defined by Section
2.5 below, during the Qualifying Time Period, and unless this Agreement has been terminated as
provided herein before such Tax Year, on January 1 of each Tax Year of the Tax Limitation Period,
the Appraised Value of the Applicant’s Qualified Property for the District’s maintenance and
operations ad valorem tax purposes shall not exceed the lesser of:

A. The Market Value of the Applicant’s Qualified Property; or

B Twenty Million Dollars ($20,000,000.00) .

This Tax Limitation Amount is based on the limitation amount for the category that applies to the
District on the effective date of this Agreement, as set out by Section 313.052 of the TEXAS TAX
CODE.

2.5. QUALIFIED INVESTMENT FOR TAX LIMITATION ELIGIBILITY. In order to be
eligible and entitled to receive the value limitation identified in 2.4 for the Qualified Property
identified in Article 111, Applicant shall:

A. have completed Qualified Investment in the amount of $20,000,000.00 by the end of the
Qualifying Time Period;

B. have created the number of Qualifying Jobs specified in, and in the time period specified
on, Schedule C of the Application; and

C. be paying the average weekly wage of all jobs in the county in which District’s
administrative office is located for all non-qualifying jobs created by Applicant.

2.6. TAX LIMITATION OBLIGATIONS. In order to receive and maintain the limitation
authorized by 2.4, Applicant shall:

A. provide payments to District sufficient to protect the future District revenues through
payment of revenue offsets and other mechanisms as more fully described in Article IV;

B. provide such supplemental payments as more fully specified in Article VI; and

C. create and Maintain Viable Presence on and/or with the Qualified Property and perform
additional obligations as more fully specified in Article VII of this Agreement.

ARTICLE 111
QUALIFIED PROPERTY

SECTION 3.1. LOCATION WITHIN ENTERPRISE OR REINVESTMENT ZONE., At the
time of making the Qualified Investment and during the period starting with the Application Approval

Agreement for Limitation on Appraised Value

Between Hillshoro Tndependent School District and TKO Southwest, Inc.
TEXAS COMPTROLLER APPLICATION NUMBER 1006

November 10, 2014
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Agreement will be borne by the Applicant and not by the District, and paid by the Applicant to the
District in addition to any and all support due under Article VI. Consistent with this intent and
prior to limitation on appraised value and prior to Applicant receiving any tax benefit hereunder, at
any time on or before the end of the Qualifying Time Period on December 31, 2016, Applicant
may terminate this Agreement upon written notice to the District and the same shall be null and
void and Applicant shall have no further obligations hereunder.

Section 4.2. CALCULATING THE AMOUNT OF LOSS OF REVENUES BY THE DISTRICT.
The amount to be paid by the Applicant to compensate the District for loss of M&O Revenue
resulting from, or on account of, this Agreement for each year during the term of this Agreement is
referred to herein as the M&O Amount, and it shall be determined in compliance with the
Applicable School Finance Law in effect for such year and according to the following formula:

(a) The M&O Amount owed by the Applicant to District means the Original M&O
Revenue minus the New M&O Revenue;

Where;

(i) "Original M&O Revenue" means the total State and local
Maintenance & Operations Revenue that the District would have
received for the school year under the Applicable School Finance
Law had this Agreement not been entered into by the Parties and the
Qualified Property and/or Qualified Investment been subject to the
ad valorem maintenance and operations tax at the tax rate actually
adopted by the District for the applicable year.

(i)  "New M&O Revenue" means the total State and local Maintenance
& Operations Revenue that the District actually received for such
school year, after all adjustments have been made to M&O Revenue
because of any portion of this Agreement.

(b)  In making the calculations required by this Section 4.2:

(i) The Taxable Value of property for each school year will be
determined under the Applicable School Finance Law.

(ii)  For purposes of this calculation, the tax collection rate on the
Applicant’s Qualified Property and/or the Applicant’s Qualified
Investment will be presumed to be one hundred percent (100%).

(iif)  If, for any year of this Agreement, the difference between the
Original M&O Revenue and the New M&O Revenue as calculated
under this Section 4.2 results in a negative number, the negative
number will be considered to be zero.
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ARTICLE V
PAYMENT OF EXTRAORDINARY EDUCATION RELATED EXPENSES

JARTICLE LEFT INTENTIONALLY BLANK]

ARTICLE VI
SUPPLEMENTAL PAYMENTS
TECHNICAL TRAINING PROGRAM

SECTION 6.1. TECHNICAL TRAINING PROGRAMS AS SUPPLEMENTAL PAYMENT. AS AN
INTEGRAL PART OF THIS AGREEMENT, AND IN CONFORMANCE WITH THE REQUIREMENTS OF SECTION
28.002(G-1) oF THE TEXAS EDUCATION CODE, THE DISTRICT WILL OFFER COURSES OR OTHER
ACTIVITIES, INCLUDING AN APPRENTICESHIP OR TRAINING PROGRAM OFFERING HOURS NEEDED FOR
ITS STUDENTS TO OBTAIN AN INDUSTRY-RECOGNIZED CREDENTIAL OR CERTIFICATE IN ONE OR MORE
AREAS OF EDUCATION RELATED TO THE OPERATIONS UNDERTAKEN BY APPLICANT UNDER THIS
AGREEMENT. IN DEVELOPING THESE COURSES THE DISTRICT WILL, PURSUANT TO SECTION
28.002(G-1)(1) oF THE TEXAS EDUCATION CODE PARTNER WITH APPLICANT TO DEVELOP SUCH
COURSES OR OTHER ACTIVITIES AS WILL ALLOW STUDENTS TO ENTER:

(a) a career or technology training program in the District's region of the state;
(b) an institution of higher education without remediation;
(c) an apprenticeship training program; or,

(d) an internship required as part of accreditation toward an industry-recognized credential
or certificate for course credit.

Applicant agrees that during the entire term of this Agreement, and in accordance with
Section 28.002(g-1)(1) of the Texas Education Code, it will provide support (including annual
financial or in-kind donations of up to $5,000, but in no event to exceed the cap allowed by Section
313.027(i) of the Texas Tax Code) for District-operated technical training programs for the
education and development of technical skills necessary for individuals seeking employment in
the manufacturing industry in which Applicant participates (such support shall be referred to in
this Agreement as the “supplemental payment”). Such support shall consist of?

(1) Conferring with the District for the purpose of identifying opportunities for
employees of Applicant to participate in technical training programs
operated by the District for the benefit of its students, and programs
sponsored by the District;

(i)  Disseminating technical information, at conferences with Applicant’s
employees for the purpose of developing curriculum and program
specifications to enhance the relevance of the District’s training program;

Agreement for Limitation on Appraised Value

Between Hillsboro Independent School District and TKO Southwest, Inc.
TEXAS COMPTROLLER APPLICATION NUMBER 1006

November 10, 2014

Page 13 0f 33



(iii)

Maintaining a Manufacturing Internship (or “Internship”) with the
objective to familiarize the students with various career choices available in
a manufacturing facility and provide exposure to working in a
manufacturing environment, as follows:

(A)  Applicant shall offer one Internship in each academic term (i.e. —
school semester) of the year, up to a maximum of 3 Internships per calendar
year;

(B)  Eligibility: high school students in their senior year, minimum 18
years old, who have a serious interest in manufacturing, who have high
marks in Math and Sciences, and who have been highly recommended by
their school principal;

(C)  Each Internship shall accommodate 6 to 8 students;

(D)  Each Internship shall be for a total of 6-8 hours, to be spread over
one or multiple days, at Applicant’s discretion, The exact dates and times
for each Internship shall be determined mutually by Applicant and the
District;

(E)  Each student, their parents and the District shall sign an agreement
with Applicant for the Internship that will cover topics such as expected
behavior, safety rules, confidentiality (e.g. — no photos), liability, etc. The
agreement shall be written by Applicant;

(F) Example of what a sessions might cover:

I Overview of the factory and of the products that are
manufactured, using diagrams, product samples, etc.

2 Tour of the plant, control rooms, Lab/QC programs,
maintenance areas

: f Sessions with some members of the Plant Leadership Team
4, Shipping, receiving, warehouse, and storerooms

5 Administrative functions — purchasing, HSE, etc.

6. Education and experience required for general positions

(G)  Applicant shall have sole authority to design, manage, and operate
the Internship, including all of its agreements, understandings, content and
structure., Applicant shall have the sole authority to make any changes to
the Internship as it deems appropriate.
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terminate this Agreement by notifying District of its election in writing not later than the July 31 of
the year next following the Tax Year with respect to which a reduction under Section 7.1 is
applicable, Any termination of this Agreement under the foregoing provisions of this Section 7.2
shall be effective immediately prior to the second Tax Year next following the Tax Year in which
the reduction giving rise to the option occurred.

Section 7.3. EFFECT OF OPTIONAL TERMINATION. Upon the exercise of the option to
terminate pursuant to Section 7.2, this Agreement shall terminate and be of no further force or
effect; provided, however, that:

A. the Parties respective rights and obligations under this Agreement with respect to the
Tax Year or Tax Years (as the case may be) through and including the Tax Year during which such
notification is delivered to District, shall not be impaired or modified as a result of such
termination and shall survive such termination unless and until satisfied and discharged; and

B. the provisions of this Agreement regarding payments, records and dispute resolution
shall survive the termination or expiration dates of this Agreement.

ARTICLE VIII
ADDITIONAL OBLIGATIONS OF APPLICANT

Section 8.1. APPLICANT’S OBLIGATION TO MAINTAIN VIABLE PRESENCE. In order
to receive and maintain the limitation authorized by 2.4 in addition to the other obligations
required by this Agreement, Applicant shall Maintain Viable Presence in District commencing at
the start of the Tax Limitation Period through the Final Termination Date of this Agreement.
Notwithstanding anything contained in this Agreement to the contrary, Applicant shall not be in
breach of, and shall not be subject to any liability for failure to Maintain Viable Presence to the
extent such failure is caused by Force Majeure, provided Applicant makes commercially
reasonable efforts to remedy the cause of such Force Majeure. The Final Termination Date will
only be extended for the mutually agreed length of the Force Majeure.

Section 8.2. REPORTS. In order to receive and maintain the limitation authorized by 2.4 in
addition to the other obligations required by this Agreement, Applicant shall submit the following
reports completed by Applicant to the satisfaction of Comptroller on the dates indicated on the
form and starting on the first such due date after the Application Approval Date:

A, The Annual Eligibility Report, Form 50-772 located at Comptroller website
http://www.window state, tx.us/taxinfo/tax forms/50-772 . pdf;

B. The Biennial Progress Report, Form 50-773, located at Comptroller website
http://www.window state.tx.us/taxinfo/taxforms/50-773.pdf ; and

C. The Job Creation Compliance Report, Form 50-825, located at the Comptroller website
http://www .texasahead.org/tax programs/chapter313/forms.php.

Section 8.3. COMPTROLLER’S ANNUAL REPORT ON CHAPTER 313 AGREEMENTS.
During the term of this Agreement, both Parties shall provide Comptroller with all information
reasonably necessary for Comptroller to assess performance under this Agreement for the purpose
of issuing Comptroller’s report, as required by Section 313.032 of the Texas Tax Code.
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Section 8.4. DATA REQUESTS. During the term of this Agreement, and upon the writlen
request of District, the State Auditor’s Office, or Comptroller, the Applicant shall provide the
requesting party with all information reasonably necessary for the requesting party to determine
whether the Applicant is in compliance with its obligations, including, but not limited to, any
employment obligations which may arise under this Agreement.

Section 8.5. SITE VISITS AND RECORD REVIEW. Applicant shall allow authorized
employees of District, the Comptroller, the Appraisal District, and/or the State Auditor’s Office to
have access to Applicant’s Qualified Property and/or business records, in accordance with Section
22.07 of the TExas Tax CODE, from the Application Review Start Date through the Final
Termination Date, in order to inspect the Project to determine compliance with the terms hereof or
as necessary to properly appraise the Taxable Value of Applicant’s Qualified Property.

A. All inspections will be made at a mutually agreeable time after the giving of not less that
forty-eight (48) hours prior written notice, and will be conducted in such a manner so as not to
unreasonably interfere with either the construction or operation of Applicant’s Qualified Property.

B. All inspections may be accompanied by one or more representatives of Applicant, and
shall be conducted in accordance with Applicant’s safety, security, and operational standards.
Notwithstanding the foregoing, nothing contained in this Agreement shall require the Applicant to
provide District, Comptroller, or the Appraisal District with any technical or business information
that is proprietary, a trade secret or is subject to a confidentiality agreement with any third party.

Section 8.6. RIGHT TO AUDIT; SUPPORTING DOCUMENTS; INDEPENDENT
AUDITS.

This Agreement is subject to review and audit by the State Auditor pursuant to Section
2262.003 of the Texas Government Code and Section 331.010 (a) of the Texas Tax Code, and the
following requirements:

A. District and Applicant shall maintain and retain supporting documents adequate to
ensure that claims for the Tax Limitation Amount are in accordance with applicable Comptroller
and State of Texas requirements. Applicant and District shall maintain all such documents and
other records relating to this Agreement and the State’s property for a period of four (4) years after
the later of’

1. date of submission of the final payment;
ii. Final Termination Date; or
iii. date of resolution of all disputes or payment.

B. District and Applicant shall make available at reasonable times and upon reasonable
notice, and for reasonable periods, all information related to the Applicant’s Qualified Property,
Qualified Investment, Qualifying Jobs, and wages paid for Non-Qualifying Jobs such as work
papers, reports, books, data, files, software, records, calculations, spreadsheets and other
supporting documents pertaining to this Agreement, for purposes of inspecting, monitoring,
auditing, or evaluating by Comptroller, State Auditor’s Office, State of Texas or their authorized
representatives,  Applicant and District shall cooperate with auditors and other authorized
Comptroller and State of Texas representatives and shall provide them with prompt access to all of
such property as requested by Comptroller or the State of Texas. By example and not as an
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Section 9.3. DETERMINATION OF MATERIAL BREACH AND TERMINATION OF
AGREEMENT.

A. Prior to making a determination that the Applicant has committed a Material Breach of
this Agreement, such as making a misrepresentation in the Application, failing to Maintain
Viable Presence in District as required by Section 8.1 of this Agreement, failing to make any
payment required under this Agreement when due, or has otherwise committed a material breach
of this Agreement, District shall provide Applicant with a written notice of the facts which it
believes have caused the Material Breach of this Agreement, and if cure is possible, the cure
proposed by District. After receipt of the notice, Applicant shall be given ninety (90) days to
present any facts or arguments to the Board of Trustees showing that it is not in Material Breach of
its obligations under the Agreement, or that it has cured or undertaken to cure any such Material
Breach.

B. If the Board of Trustees is not satisfied with such response and/or that such breach has
been cured, then the Board of Trustees shall, after reasonable notice to Applicant, conduct a
hearing called and held for the purpose of determining whether such breach has occurred and, if so,
whether such breach has been cured. At any such hearing, Applicant shall have the opportunity,
together with their counsel, to be heard before the Board of Trustees. At the hearing, the Board of
Trustees shall make findings as to whether or not a Material Breach of this Agreement has
occurred, the date such breach occurred, if any, and whether or not any such breach has been
cured. In the event that the Board of Trustees determines that such a breach has occurred and has
not been cured, it shall also terminate the Agreement and determine the amount of recaptured taxes
under Section 9.2.A and B (net of all credits under Section 9.2.A and B), and the amount of any
penalty and/or interest under Section 9.2.C that are owed to District.

C. After making its determination regarding any alleged Breach, the Board of Trustees
shall cause Applicant to be notified in writing of its determination (a "Determination of Breach
and Notice of Contract Termination.").

Section 9.4. DISPUTE RESOLUTION.

A. After receipt of notice of the Board of Trustee’s Determination of Breach and Notice
of Contract Termination under Section 9.3, Applicant shall have ninety (90) days in which either
to tender payment or evidence of its efforts to cure, or to initiate mediation of the dispute by
written notice to District, in which case the District and the Applicant shall be required to make a
good faith effort to resolve, without resort to litigation and Within ninety (90) days after the
Applicant’s receipt of notice of the Board of Trustee’s determination of breach under Section

9.3, such dispute through mediation with a mutually agreeable mediator and at a mutually
convenient time and place for the mediation. If the Parties are unable to agree on a mediator, a
mediator shall be selected by the senior state district court judge then residing in [/nsert County
Name]County, Texas. The Parties agree to sign a document that provides the mediator and the
mediation will be governed by the provisions of Chapter 154 of the Texas Civil Practice and
Remedies Code and such other rules as the mediator shall prescribe. With respect to such
mediation, (i) District shall bear one-half of such mediator’s fees and expenses and Applicant shall
bear one-half of such mediator’s fees and expenses, and (ii) otherwise each Party shall bear all of
its costs and expenses (including attorneys’ fees) incurred in connection with such mediation.

B. In the event that any mediation is not successful in resolving the dispute or that payment
is not received before the expiration of such ninety (90) days, District shall have the remedies for
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described as Easement #1 recorded in Volume 1392, Page 772, of the Official Public Records of Hill
County, Texas, from which a 5/8" steel rebar found at the southeast corner of Lot 3, of said Block 1 bears
South 59 degrees 39 minutes 48 seconds West at a distance of 187.87 feet;

THENCE North 30 degrees 21 minutes 04 seconds West, generally along a fence line and the easterly line
of said of said Easement #1 tract, for distance of 389.67 feet to a 1/2” steel rebar set at a corner on the east
line of said Basement #1 tract;

THENCE North 59 degrees 36 minutes 59 seconds East, for a distance of 217.77 feet to a 1/2” steel rebar
set at a cornet;

THENCE North 30 degrees 18 minutes 31 seconds West, at 750.00 feet passing a 1/2” steel rebar set for
reference on the south line of said Old Highway No. 77, continuing in all for a total distance of 487.70 feet
to a point in said Old Highway No. 77 and the northerly line of the aforementioned 94,72 acre tract;

THENCE North 59 degrees 36 minutes 59 seconds East, along said Old Highway No. 77 and the northerly
line of said 94,72 acre tract, for a distance of 11109.81 feet to the point of beginning, and containing 53.51
acres of land, of which approximately 1.27 acres of land lies within said Old Highway No. 77, as surveyed
by Szurgot & Peede Land Surveyors, LTD., in March and April of 2013 and revised on July 29, 2014.

Bears for this survey are based on Texas State Plain North Central Zone Coordinates.

Donny Peede, Texas RPLS No. 5137
Job No. 030913 DRP
Revised July 29, 2014

Tract 2:
“Lot 4R2, Block 1, Lee Roy Jordan Industrial Addition, an addition to the City of Hillsboro, Hill

County, Texas, according to the re-plat recorded in Slide 319-A of the Plat Records of Hill County,
Texas.”
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