AGENDA FOR REGULAR MEETING

KERRVILLE CITY COUNCIL

'TUESDAY, FEBRUARY 14, 2012, 6:00 P.M.

CITY HALL COUNCIL CHAMBERS

800 JUNCTION HIGHWAY, KERRVILLE, TEXAS




KERRVILLE CITY COUNCIL AGENDA
REGULAR MEETING, TUESDAY, FEBRUARY 14, 2012, 6:00 P.M.
CITY HALL COUNCIL CHAMBERS
800 JUNCTION HIGHWAY, KERRVILLE, TEXAS

CALL TO ORDER

INVOCATION offered by Eldon Sheffer, Director of Church Relations at Schreiner
University.

PLEDGE OF ALLEGIANCE TO THE FLAG led by Jerry Lane, of the Military
Officers Association of America.

1.  VISITORS/CITIZENS FORUM:

Any citizen with business not scheduled on the agenda may speak to the Council.
Prior to speaking, each speaker must fill out the speaker request form and give it
to the City Secretary. Council may not discuss or take any action on an item but
may place the issue on a future agenda. The number of speakers will be limited to
the first ten speakers and each speaker is limited to four minutes.

2. CONSENT AGENDA:

These items are considered routine and can be approved in one motion unless a
councilmember asks for separate consideration of an item. It is recommended
that council approve the following items which will grant the Mayor or City
Manager the authority to take all actions necessary for each approval:

2A. Minutes of the regular city council meeting of January 10, 2012, (staff)

2B. Economic development grant agreement between Fox Tank, Inc. and the City
of Kerrville, Texas Economic Improvement Corporation for construction of a new
facility in the amount of $600,000.00. (staff)

2C. Economic development Incentive Agreement between Fox Tank, Inc. and the
City of Kerrville, pursuant to Chapter 380, Texas Local Government Code. (staff)

2D. Estoppel and consent agreement regarding airport lease between Joseph L.
Kennedy Enterprises, LTD, and the Kerrville-Kerr County Airport Board. (staff)

2E. Purchase of a backhoe from ASCO Equipment in the amount of $92,566.18.
(staff)

The facility is wheelchair accessible and accessible parking spaces are available. Requests for
accommodations or interpretive services must be made 48 hours prior to this event. Please contact the City
Secretary's Office at 830-257-8000 for further information.

| do hereby cerfify that this notice of meeting was posted on the bulletin hoard at the city hali of the city of
Kerrville, Texas, and said notice was posted on the following date and time: February 10, 2012 at 4:00 p.m.
and remained posted continuously for at least 72 hours preceding the scheduled time of the meeting.

Brenda Craig
City Secretary, City of Kerrville, Texas




2F. Amend the professional services agreement with Peter Lewis Architect +
Associates, PLLC for design of the city hall facility and renovation of adjacent
administrative space in an additional amount not to exceed $25,000.00 for a total
contract amount not to exceed $227,250.00. (staff)

2G. Project funding agreement between the Kerrville Public Utility Board and the
City of Kerrville, Texas Economic improvement Corporation (downtown Kerrville
utility line removal and undergrounding). (staff}

2H. Request from Hill Country Telephone Cooperative for license agreement for
the installation of wireless access points on city-owned water towers. (staff)

2l.  Request recycled asphalt product from the Texas Department of
Transportation (TxDOT). (staff)

3. ORDINANCE, SECOND READING:

3A. An ordinance enacting a moratorium on the acceptance of applications and
the issuance of permits for the installation of electronic and traveling lighted
message signs within the City and its extraterritorial jurisdiction for a period of
ninety (90) days; providing an effective date; containing a savings and severability
clause; and providing other matters relating to the subject. (staff)

4. ORDINANCE, FIRST AND ONLY READING:

4A. Ordinance authorizing the issuance, sale and delivery of §  in aggregate
principal amount of “City of Kerrville, Texas Combination Tax and Revenue
Certificates of Obligation, Series 2012”; securing the payment thereof by
authorizing the levy of an annual ad valorem tax and a pledge of certain surplus
revenues of the city’'s waterworks and sewer system; and approving and
authorizing the execution of a paying agent/registrar agreement, an official
statement and all other instruments and procedures related thereto. (staff)

5. CONSIDERATION AND POSSIBLE ACTION:
5A. Hear request for action from Elizabeth Bigelow regarding helicopter incident
at Comanche Trace. (Elizabeth Bigelow)

5B. A resolution suspending the March 6, 2012, effective date of Atmos Energy
Corp., Mid-Tex Division (“Atmos Mid-Tex") requested rate change to permit the
city time to study the request and to establish reasonable rates; approving
cooperation with Atmos Cities Steering Committee ("ACSC”) and other cities in the
Atmos Mid-Tex service area to hire legal and consulting services and to negotiate

The facility is wheelchair accessible and accessible parking spaces are available. Requests for
accommodations or interpretive services must be made 48 hours prior to this event. Please contact the City
Secretary’s Office at 830-257-8000 for further information.

I do hereby certify that this notice of meeting was posted on the bullelin board at the city hafl of the city of
Kerrville, Texas, and said notice was posted on the following date and time: February 10, 2012 at 4:00 p.m.
and remained posted continuously for at least 72 hours preceding the scheduled time of the meefing.

Brenda Craig_
City Secretary, City of Kerrville, Texas




with the company and direct any necessary litigation and appeals; requiring
reimbursement of cities’ rate case expenses; finding that the meeting at which this
resolution is passed is open to the public as required by law; requiring notice of
this resolution to the company and ACSC's legal counsel. (staff)

5C. Approval of pavement management system projects for FY12. (staff)

6. INFORMATION AND DISCUSSION:
6A. Water resources report. (staff)

6B. Budget and economic update. (staff)

7. ITEMS FOR FUTURE AGENDAS

8. ANNOUNCEMENTS OF COMMUNITY INTEREST:

Announcement of items of community interest, including expressions of thanks,
congratulations, or condolences; information regarding holiday schedules;
honorary recognitions of city officials, employees, or other citizens, reminders
about upcoming events sponsored by the city or other entity that is scheduled to
be attended by city officials or employees; and announcements involving imminent
threats to the public health and safety of the City. No action will be taken.

9. EXECUTIVE SESSION:

The City Council reserves the right to adjourn into executive session at any time to
discuss any of the matters listed as permitted by law including if they meet the
qualifications in Sections 551.071 (consultation with attorney), 551.072
(deliberation regarding real property), 551.073 (deliberation regarding gifts),
551.074 (personnel matters), 551.076 (deliberation regarding security devices)
and 551.087 (deliberation regarding economic development negotiations) of
Chapter 551 of the Texas Government Code, including the following matters:

Section 551.071 and 551.087:

Discuss or deliberate regarding commercial or financial information that the City
Council has received from a business prospect that the Council seeks to have
locate, stay, or expand in the City and with which the governmental body is
conducting economic development negotiations; or to deliberate the offer of a
financial or other incentive to such business prospect.

10. ACTION ON ITEMS DISCUSSED IN EXECUTIVE SESSION

11. ADJOURNMENT.

The facility is wheelchair accessible and accessible parking spaces are available. Requests for
accommodations or interpretive services must be made 48 hours prior o this event. Please contact the City
Secretary’s Office at 830-257-8000 for further information.

I do hereby certify that this notice of meeting was posted on the bulletin board at the city hall of the city of
Kerrville, Texas, and said notice was posted on the following date and time: Eebruary 10, 2012 at 4:00 p.m.
and remained posted confinuously for at least 72 hours preceding the scheduled time of the meeting.

Brenda Craig
City Secretary, City of Kerrville, Texas




Agenda Item:

2A. Minutes of the regular city council meeting of January 10, 2012. (staff}




CITY COUNCIL MINUTES KERRVILLE, TEXAS
REGULAR MEETING JANUARY 10, 2012
On January 10, 2012, the Kerrville City Council meeting was called to order by
Mayor Wampler at 6:00 p.m. in the city hall council chambers, 800 Junction
Highway. The invocation was offered by Reverend Patty Edwards, Unity Church
of the Hill Country, followed by the Pledge of Allegiance led by Corporal Clayton
Baldwin, Medic, United States Army, having recently served in Afghanistan.

COUNCILMEMBERS PRESENT:
David Wampler Mayor
Gene Allen Mayor Pro Tem
Carson Conklin Councilmember
T. Scott Gross Councilmember
Stacie Keeble Councilmember

COUNCILMEMBER ABSENT: None
CITY EXECUTIVE STAFF PRESENT:

Todd Parton City Manager

Mike Hayes City Attorney

Brenda G. Craig City Secretary

Kristine Ondrias Assistant City Manager

Travis Cochrane
Mike Erwin
Charlie Hastings
Kim Meismer
Mindy Wendele
Raobert Ojeda
John Young

Jeff Finley

Director of Information Technology
Director of Finance

Director of Public Works

Director of General Operations
Director of Business Programs
Fire Chief

Police Chief

Director of Building Services

VISITORS PRESENT: List is on file in city secretary's office.

1. VISITORS/CITIZENS FORUM: No one spoke.

1A. Mr. Conklin was selected by the Mardi Gras on Main Committee to be a
member of the Royal Court for the Mardi Gras event on February 21.

2. PRESENTATIONS:

2A. Presentation of Certificate of Achievement for Excellence in Financial
Reporting Award from the Government Finance Officers Association, Mr. Parton
presented the award to the finance department staff and noted the city had
received the award for 27 consecutive years: Sandra Yarbrough, Sai
Vongchampa, Kathy Schneider, Vanessa Silva, and Trina Rodriguez.

3. CONSENT AGENDA:
Mr. Allen moved for approval of item 3A; Mr. Conklin seconded the motion and it
passed 5-0:




3A. Approval of the minutes of the regular city council meeting held December
13, 2011; and two special city council meetings held December 14, 2011.
END OF CONSENT AGENDA

4. CONSIDERATION AND POSSIBLE ACTION:

4A. Resolution No. 01-2012 authorizing publication of notice of intention fo issue
certificates of obligation in the amount not fo exceed $10.000,000 for the purpose

of financing parks and trail system improvements and water and sewer system
improvements.

Mr. Erwin noted the council issued $3.5 million debt for river trail and park system
improvements in December; this resolution would authorize staff to proceed with the
second issuance of $3.5 million. In addition, staff proposed issuing approximately
$6.3 million for water and sewer system capital projects, for a total 2012 issuance of
approximately $10 million. Approval of the resolution would authorize staff to
proceed, and the sale of bonds would be considered by the council at the February
14, 2012 meeting.

Mr. Gross moved for approval of Resolution No. 01-2012; Mr. Alien seconded the
maotion and it passed 5-0.

4B. Set time, date and place for a workshop to discuss the FY2013 budget.

Mr. Parton proposed a workshop to begin the process of planning the FY13
budget. The consensus of the council was to schedule the workshop on January
31, 2012, at the Salvation Army Kroc Center.

4C. Direction to staff on proposed amendments to the sign ordinance.

Mr. Finley reviewed the problems with the existing ordinance, in particular,
difficulty with enforcement and conflicting provisions, and noted a committee had
been established to review the existing ordinance and to recommend changes.
He presented the results of two surveys prepared by the city and the chamber.
He reviewed the committee’s and staff’'s recommended changes and noted the
committee felt it had completed its task, but would participate in discussions
regarding the rewrite of the ordinance if requested to do so. He recommended
council consider placing a moratorium on issuing sign permits until completion of
the sign ordinance amendments.

The consensus of the council was to instruct staff to prepare a draft ordinance
based on input received from the sign committee, chamber, community, and the
council. Staff should invite the chamber to be involved in the rewrite, and Mayor
Wampler encouraged the community to be involved in the process. Further, the
consensus of the council was to place a moratorium on issuing sign permits until
the sign ordinance could be completed.

Mr. Hayes noted a moratorium could be established by ordinance, which would
require two readings.




4D. Support of the Kerrville Area Chamber of Commerce’s Kerr Fest 2012
scheduled for August 10 and 11, 2012.

Ms. Wendele noted the chamber of commerce requested the city support Kerr
Fest 2012 by providing in kind services, i.e. public safety and EMS equipment
and personnel for the event, estimated to cost $3,100.

The following persons spoke:

1. Traci Carlson, Kerrville Area Chamber of Commerce President, encouraged
the city's support of the event.

2. Denny Foster, event organizer, noted plans for Kerr Fest 2012 included a
carnival, dance, team roping, and arts and crafts booths.

Mr. Conklin moved that the city allocate resources and approve the request for
$3,100 for in kind services as proposed; the motion was seconded by Mr. Gross
and passed 5-0.

5. INFORMATION AND DISCUSSION:

bA. Woater resources report.

Mr. Hastings noted the state water master had allowed the city to begin removing
water from the river and staff was treating and injecting water into the ASR wells.
The city currently had 620 million galions in ASR. The river flow was currently at
60 cfs; average flow was 120 cfs.

5B. Budget and economic update.

Mr. Erwin noted sales tax was up 4% above same month last year. He reported
as of December 31, 2011, general fund expenditures were at $4,686,774 and
water/sewer fund expenditures at $2,149,486.

6. BOARD APPOINTMENTS:

B6A. Appointment(s) to the zoning board of adjustment. Mr. Conklin moved to
appoint Linda Stilwell as a regular board member with term to expire September
30, 2013; Mr. Allen seconded the motion and it passed 5-0.

Mr. Gross moved to appoint Paul Zohlen and Bob Waller as alternate members
with terms to expire September 30, 2012 and September 30, 2013, respectively.
Ms. Keeble seconded the motion and it passed 5-0.

6B. Appointments to the planning and zoning commission. ltem was deferred
{o executive session.

7. ITEMS FOR FUTURE AGENDAS: None stated.

8. ANNOUNCEMENTS OF COMMUNITY INTEREST:

8A. Ms. Keeble announced the Polar Bear Challenge netied over $22,000 for
Partners in Ministry. Caralyn Lipscomb noted Ms. Keeble won the Best Costume
Award.




9. EXECUTIVE SESSION:

Mr. Gross moved for the city council to go into executive closed session under
Sections 551.071 (consultation with attorney), 551.074 (personnel matters), and
551.087 (deliberation regarding economic development negotiations) of the Texas
Government Code; the motion was seconded by Mr. Allen and passed 5-0 to
discuss the following matters:

Section 551.071 and 551.087.

o Discuss or deliberate regarding commercial or financial information that the
City Council has received from a business prospect that the Council seeks to
have locate, stay, or expand in the City and with which the governmental body is
conducting economic development negotiations; or to deliberate the offer of a
financial or other incentive to such business prospect.

Section 551.074:
e Appointments to the planning and zoning commission.

At 6:53 p.m. the regular meeting recessed and council went into executive closed
session at 6:58 p.m. At 7:33 p.m. the executive closed session recessed and
council returned to open session at 7:33 p.m. Mayor Wampler announced that
no action had been taken in executive session.

10. ACTION ON ITEMS DISCUSSED IN EXECUTIVE SESSION:

6B. Appointments to the planning and zoning commission. Mr. Conklin moved
to reappoint Harold Buell and David Watterson as regular board members, and
Chastan McRae as the alternate board member; all with terms to expire January
1, 2014. Mr. Allen seconded the motion and it passed 5-0

11. ADJOURNMENT. The meeting adjourned at 7:34 p.m.

APPROVED:

David Wampiler, Mayor
ATTEST:

Brenda G. Craig, City Secretary




Agenda ltem:

2B. Economic development grant agreement between Fox Tank, Inc. and the
City of Kerrville, Texas Economic Improvement Corporation for construction of a
new facility in the amount of $600,000.00. (staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS
SUBJECT: Funding agreement with Fox Tank Company and the City of
Kerrville, Texas Economic Improvement Corporation for the
construction of a new facility in the amount of $600,000.00

FOR AGENDA OF: February 14, 2012 DATE SUBMITTED: February 1, 2012

SUBMITTED BY: Mindy N. Wendele CLEARANCES: Todd Parton
Director of Business Programs City Manager

EXHIBITS: Funding Agreement

AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER: W
Expenditure Current Balance Amount /" Account
Required: in Account: Budgeted: Number:
$ $ $

PAYMENT TO BE MADE TO:
REVIEWED BY THE FINANCE DIRECTOR:

SUMMARY STATEMENT

The Kerrville Economic Improvement Corporation (EIC) received an application from
the Fox Tank Company requesting financial assistance for the construction of a new
commercial building.

The proposed project would construct approximately 11,000 square feet of new
commercial space and result in the addition of at least 60 new jobs with minimum salaries
of $15 per hour. Pro formas for this prospect indicate that the direct financial impact from
this project has the potential to repay the community investment within 10 years.

The EIC held a public hearing regarding this proposal at its January 23, 2012,
meeting. The public hearing was conducted and the funding agreement between the
Economic Improvement Corporation and Fox Tank Company was approved by the EIC for
an allocation of $600,000 toward the project. City Council is now scheduled to consider
this funding request and the related funding agreement.

RECOMMENDED ACTION

The EIC approved this application and no one spoke in favor or opposition of
this request on January 23, 2012. Staff recommends approval of this funding
agreement provided that any legal issues identified by the city attorney are
satisfactorily addressed prior to execution.




FINAL DRAFT 2/9/12

ECONOMIC DEVELOPMENT GRANT AGREEMENT
BETWEEN FOX TANK, INC. AND
THE CITY OF KERRVILLE, TEXAS ECONOMIC IMPROVEMENT CORPORATION

This Agreement entered into by and between FOX TANK, INCORPORATED a Texas
corporation (“Fox™), acting herein by and through its duly authorized Vice President, R. Nathan Fox
(“Fox Officer”), and the CITY OF KERRVILLE, TEXAS, ECONOMIC IMPROVEMENT
CORPORATION (“EIC”), a Texas nonprofit corporation established pursuant to Section 4B of Tex.
Rev. Civ. Stat. Art. 5190.6 (otherwise known as the Development Corporation Act of 1979 and now
codified in Chapters 501, 502, and 505 of the Texas Local Government Code) (hereafter referred to
as “the Act”), acting by and through its duly authorized President, Gregg Appel.

WITNESSETH:

WHEREAS, EIC was formed to administer the sales and use tax approved by the citizens of
Kerrville, Texas, in May 1995 and collected for projects including but not limited to:

Land, buildings, equipment, facilities, expenditures, targeted infrastructure, and
improvements that are for the creation or retention of primary jobs, as that term is
defined by the Act, and found by the EIC to be required or suitable for the
development, retention, or expansion of manufacturing and industrial facilities as
provided by Section 501.101 of the Act; and

WHEREAS, pursuant to the Act, the EIC is authorized to provide funding 1elat1ng to the
construction of projects which the EIC finds to be encompassed within the definition of “Projects”
that word is defined by Chapters 501 and 505 of the Act; and

WHEREAS, Fox is a manufacturer of production equipment in the oil and gas industry,
including oilfield storage tanks and other specialty oilfield production products; and

WHEREAS, Fox is seeking to expand its manufacturing capabilities through the purchase of
land and the construction of a facility to be located within Kerrville; and

WHEREAS, Fox has applied for a grant from EIC, as well as economic incentives from both
Kerr County and the City of Kerrville for funding necessary to purchase land and to build a new
facility; and

WHEREAS, EIC has determined that such a grant complies with the Act and is in keeping
with the mission of EIC and City of Kerrville Economic Improvement Corporation 4B Sales Tax
Funding Request Guidelines and Procedures in that it will help develop, retain, and expand a
manufacturing facility and a business enterprise and create and retain primary jobs; and




WHEREAS, EIC finds that it will be in the public interest to enter into an agreement with
Fox to provide sales tax revenues collected pursuant to the Act (4B Revenues”) to Fox for its cost in
acquiring land necessary for the construction of a new manufacturing facility; and

WHEREAS, on January 23, 2012, in a mecting that was open to the public in accordance
with the Texas Open Meetings Act, EIC held a public hearing pursuant to Section 505.159 of the Act
related to the proposed expenditure of 4B Revenues for the purposes provided above;

NOW THEREFORE, for and in consideration of the recitals set forth above and the
promises made herein, Fox and the EIC agree as follows:

ARTICLE 1.
EIC’S OBLIGATIONS

A. EIC hereby grants to Fox Six Hundred Thousand and No/100 Dollars ($600,000.00)
(“Grant”) for costs relating to the design and construction of a new manufacturing facility to
be generally located across from the Kerrville-Kerr County Airport and along Highway 27
(“Project™), which approximate ten (10) acre site is depicted in the attached Exhibit A (the
“Property”). The EIC has derived said grant from the assignment of the amount of
$10,000.00 for each employee that Fox is required to employ at the Project, as further
specified in Article 1L

B. Subject to the terms and conditions set forth in Article I, EIC will provide the Grant to Fox
as follows: ‘

(1) EIC shall pay Fox Three Hundred Thousand and No/100 Dollars ($300,000.00) at the
time that the City of Kerrville issues Fox a building permit for the Project.

(2) EIC shall pay Fox Three Hundred Thousand and No/100 Dollars ($300,000.00) at the
time that the City of Kerrville issues Fox a certificate of occupancy for the Project.

C. Payments made by EIC to Fox from 4B Revenues shall be limited to the payments of “costs”
as defined by the Act and as specified above for the Project.

D. In no event shall the total amount of the Grant exceed Six Hundred Thousand and No/100
Dollars ($600,000.00).
ARTICLE I1.
FOX’S OBLIGATIONS
A, Fox shall keep and maintain complete and accurate records relating to its costs of designing

and constructing the Project and employment information, separate and identifiable from its
other records, for three (3) years following the termination of this Agreement. EIC and its
representatives shall be entitled to inspect the records during the term of this Agreement and
for three (3) years thereafter, upon reasonable notice. Fox’s failure to comply with this
provision shall constitute a breach of the Agreement,
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Fox agrees that no later than February 14, 2012, it shall petition the City Council of the City
of Kerrville in writing to annex the Property into the corporate limits of the City in
accordance with state law (see Section 43.028, Texas Local Government Code). Failure to
submit an administratively complete petition for annexation of the entire Property by this
date shall constitute a breach of this Agreement by Fox and shall terminate the obligation of
EIC to make any additional payments of the Grant.

Prior to and following annexation of the Property, Fox will comply with all applicable
development regulations of the City of Kerrville, to include building codes, subdivision
regulations, and zoning, in its development and construction of the Project. Fox’s failure to
comply with this provision shall constitute a breach of this Agreement.

Once the Project is complete and in operation, Fox shall begin hiring employees for work at
the Project. Fox shall comply with each of the following terms with respect to its
employment at the Project, such terms fo be collectively referred to herein as the
“Employment Requirements™:

(1) the minimum level of employment shall be at least sixty (60) employees;

(2) Sixty percent (60%) of Fox employees shall reside and continue to reside within Kerr
County during their employment;

(3) each employee shall be paid a minimum wage equal to at least $15.00 per hour; and

(4) each employee shall be full-time and paid for at least forty (40) hours of work per week,
with the exception of where an employee is on some form of leave,

Each month, Fox shall submit written evidence including a sworn statement from the Fox
Officer confirming the Employment Requirements to the EIC for review and verification.
The failure by Fox to provide this information to EIC shall constitute a breach of this
Agreement.

Should Fox fail to comply with the Employment Requirements, Fox, as a penalty, shall
provide a refund to the EIC equal to $1000.00 for each employee that fails to meet such
Employment Requirements. For example, where Fox employs only fifty (50) employees, a
penalty of $10,000.00 would be assessed against Fox. Fox shall pay the refund as soon as
commercially practicable after the receipt of a written demand by EIC, but in no event later
than thirty (30) days from the receipt of such demand. Failure to reimburse EIC within thirty
(30) days of Fox’s receipt of such demand shall constitute a breach of this Agreement.

Should Fox breach this Agreement as specified herein, Fox shall pay and refund the EIC the
appropriate amount specified below, which is dependent upon the length of time that this
Agreement has been in existence, with each year to be considered as a calendar year from the
Effective Date:

(1) Year 1 = $600,000.00
(2) Year 2 = $540,000.00
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(3) Year 3 = $480,000.00
(4) Year 4 = $420,000.00
(5) Year 5 = $360,000.00
(6) Year 6 = $300,000.00
(7) Year 7= $240,000.00
(8) Year 8 = $180,000.00
(9) Year 9 = $120,000.00
(10) Year 10 = $60,000.00

Fox shall provide any such refund to EIC within thirty (30) days of written demand from EIC
and following refund, and thereafter this Agreement shall terminate and Fox will have no
further obligation under this Agreement.

H. Fox shall only be liable to EIC up to the actual amount of the Grant and shall not be liable to
EIC for any other actual or consequential damages, direct or indirect, interest, attorney fees,
or cost of court for any act of default by Fox under the terms of this Agreement.

ARTICLE 1H.
SALE OF PROJECT, MERGER OR CONSOLIDATION OF FOX

A. A sale of all or any of the assets of Fox shall not release Fox from its duties and
responsibilities to EIC under the terms of this Agreement and shall not result in the
assignment of this Agreement by such acquiring entity without prior written consent from
EIC, which will not be unreasonably withheld; provided, that the Fox’s proposed successor
shall have the financial condition to fully satisfy Fox’s duties and responsibilities hereunder
and agrees to assume Fox’s responsibilities under this Agreement. EIC may, in its sole
discretion, reasonably determine whether such proposed successor’s financial condition is
satisfactory.

B. In the event of any proposed merger or other consolidation of Fox with any third party not
affiliated with Fox, Fox shall at least thirty (30) days prior to any such merger or
consolidation provide EIC with information and assurance reasonably acceptable to EIC
regarding: (1) the surviving entity’s assumption and satisfaction of the Fox’s obligations
hereunder and (2) the financial condition of the surviving entity upon such merger or other
consolidation to demonstrate that the surviving entity shall have the financial condition to
fully satisfy Fox’s duties and responsibilities hereunder. Failure to provide such information
shall be considered a breach of this Agreement,

C. Notwithstanding anything in this Agreement to the contrary, it is expressly understood and
agreed that EIC shall have no rights to approve or disapprove any sale or merger transaction
of any kind involving Fox. In the event of any sale or merger involving Fox or its affiliates,
the surviving entity shall assume Fox’s obligations and rights hereunder and be entitled to
any and all benefits to be received pursuant to this Agreement,
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ARTICLE 1V,
FOX’S REPRESENTATIONS AND WARRANTIES

A. Fox represents and warrants as of the date hereof:

(1)

2)

&)

(4)

Fox is a Texas corporation existing in good standing and authorized to do business in
the State of Texas;

Execution of this Agreement has been duly authorized by Fox and this Agreement is
not in contravention of Fox’s corporate charter, or any agreement or instrument to
which Fox is a party or by which it may be bound as of the date hereof;,

No litigation or governmental proceeding is pending, or, to the knowledge of Fox
Officer, threatened against or affecting Fox, which may result in a material adverse
change in Fox’s business, properties, or operations sufficient to jeopardize Fox’s
legal existence or for-profit viability; and

No written application, written statement, or correspondence submitted by Fox to
EIC in connection with this Agreement, or in connection with any transaction
contemplated hereby, to the knowledge of Fox Officer, contains any untrue statement
of a material fact or fails to state any material fact necessary to keep the statements
contained therein from being misleading.

B. Except as expressly set forth in this Article IV, Fox makes no other representation or
warranty of any kind in connection with or related to the provisions of this Agreement.

ARTICLE YV,
EIC’S REPRESENTATIONS AND WARRANTIES
A. EIC represents and warrants as of the date hercof®
(1)  EIC, to the best of the knowledge of its Board of Directors, is legally authorized to

@
€

@

enter into this Agreement by virtue of the statute under which it is governed and by
the authorities and powers vested in it as a corporation duly and properly organized
under the Act;

Execution of this Agreement has been duly authorized by EIC;

No litigation or governmental proceeding is pending, or, to the knowledge of any of
EIC’s officers, threatened against or affecting EIC, which may result in EIC’s
inability to meet its obligations under this Agreement; and

EIC has no reasonable basis for believing that it has or will have incurred debts
beyond its ability to pay as such debts mature, including but not limited to the
obligations set forth in this Agreement,
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B.

Except as expressly set forth in this Article V, EIC makes no other representation or warranty
of any kind in connection with or related to the provisions of this Agreement.

ARTICLE VL
CONDITIONS UNDER WHICH EIC MAY SUSPEND PERFORMANCE
OF ITS OBLIGATIONS UNDER THIS AGREEMENT

Under any of the following conditions EIC may, at its option, after fificen (15) days written

notice to Fox, suspend its further performance under this Agreement until such time as Fox shall
have cured the condition(s) and so notified EIC, in writing, that the condition(s) have been cured:

A.

Fox becomes insolvent. “Insolvent” is defined to mean one either has ceased to pay its debts
in the ordinary course of business or cannot pay its debts as they become due, or is insolvent
within the meaning of the federal bankruptcy law.

The appointment of a receiver of Fox, or of all or any substantial part of the Property, and the
failure of such receiver to be discharged within sixty (60) days thereafter.

The adjudication of Fox as bankrupt.
The filing by Fox of a petition to be adjudged as bankrupt, or a petition or answer seeking
reorganization or admitting the material allegations of a petition filed against it in any

bankruptcy or reorganization proceeding.

Should any of these conditions not be cured by Fox within a period of three (3) months, EIC

may, at its option, with written notice to Fox, terminate this Agreement and Fox shall have no further
obligations hereunder.

ARTICLE VIIL
REMEDIES

Except as otherwise provided in this Agreement, in the event of any default in or breach of
this Agreement, by any party hereto, or any successot to such party, such defaulting or
breaching party (or successor) shall upon written notice from the other, proceed immediately
to cure or remedy such default or breach, and, in any event, within sixty (60) days after
receipt of such notice. Inthe event ihat remedial action is not taken or not diligently pursued
and the default or breach shall not be cured or remedied within a reasonable time (but inno
event later than ninety (90) days from the date of notification of such breach), the aggrieved
party may institute such proceedings as may be necessary or desirable in its opinion to cure
and remedy such default or breach, including but not limited to, seeking specific performance
and/or injunctive relief, enforcement by mandamus or by the appointment of a receiver in
equity with power to charge and collect rents, purchase price payments, and loan payments
and to apply the revenues from the project in accordance with this Agreement, as required by
the Act.
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B. Upon breach of this Agreement by either party and the failure to cure as permitted by this
Article VII, the non-breaching party shall have the sole right and discretion to either
terminate this Agreement and/or pursue any and all remedies which may be provided by law
and this Agreement. Each party acknowledges and agrees that no party hereunder shall be
entitled to recover any amounts in excess of the Grant contracted for under this Agreement.

C. Any delay by any party in instituting or prosecuting any actions or proceedings or otherwise
asserting its rights shall not, so long as the breach or default by another party shall be
continuing, operate as a waiver of such rights or to deprive it of or limit such rights in any
way; nor shall any waiver in fact be made by any party with respect to any specific default by
any other party except to the extent specifically waived in writing.

ARTICLE VIIIL.
GENERAL PROVISIONS

A, Severability. The provisions of this Agreement are severable, and if for any reason a
provision of this Agreement is determined to be invalid by a court having competent
jurisdiction over the subject matter of the invalid provision, the invalidity shall not affect
other provisions that can be given effect without the invalid provision. Further, in lieu of
such illegal, invalid or unenforceable provision, there shall be added automatically as a part
of this Agreement, a provision as similar in its terms to such illegal, invalid or unenforceable
provision as may be possible and be legal, valid and enforceable.

B. Amendment. This Agreement may be amended only by written amendment signed by both
parties.
C. Venue. All payments made pursuant to this Agreement and other obligations performed

under this Agreement shall be made or performed in Kerrville, Kerr County, Texas. Venue
shall lie in Kerr County, Texas; and this Agreement shall be governed by and construed in
accordance with the laws of the State of Texas without respect to the conflict of laws rules
thereof.

D. Notices. All notices given with respect to this Agreement shall be in writing and shall be
deemed to have been properly given for all purposes (i) if sent by a nationally recognized
overnight carrier for next business day delivery, on the first business day following deposit of
such notice with such carrier uniess such carrier confirms such notice was not delivered, then
on the day such carrier actually delivers such notice, or (ii) if personally delivered, on the
actual date of delivery, or (iii) if sent by certified U.S. Mail, return receipt requested postage
prepaid, on the fifth business day following the date of mailing, or (iv) if sent by facsimile,
then on the actual date of delivery (as evidenced by a facsimile confirmation) provided thata
copy of the facsimile and confirmation is also sent by regular U.S. Mail, addressed as
follows:

1. For EIC
President — Gregg Appel
City of Kerrville, Texas, Economic Improvement Corporation
800 Junction Highway
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Kerrville, Texas 78028
Facsimile: (830) 792-3850

With a copy to:

Mindy Wendele

Director of Business Programs

City of Kerrville

800 Junction Highways

Kerrville, Texas 78028

Facsimile: (830) 792-3850

Email: mindy.wendele@kerrvilletx.gov

2, For Fox
R. Nathan Fox
Vice President
Fox Tank Company
South Texas
104 Hwy. 87
P.O. Box 658
Comfort, TX 78013
Facsimile: (830) 995-5022
Email: nathan(@foxtankcompany.com

Assignment. This Agreement shall be binding upon the parties hereto and their successors
and assigns. Except as set forth in Article III, this Agreement may not be assigned by either
party without the specific prior written consent of the other, which consent will not be
unreasonably withheld. In the event that a party consents to any valid assignment of this
Agreement by the other party hereto, the assigning party shall be relieved of any and all
obligations and liabilities on the part of such assigning party under this Agreement. Fox
may, without written consent of EIC, assign this Agreement to any entity controlled and
100% owned by Fox or by the parent, subsidiary, or affiliate of Fox provided the entity
assumes all of Fox’s obligations and liabilities under this Agreement; agrees to comply with
all provisions of this Agreement; has the legal, managerial, technical, and financial ability to
properly perform and discharge such obligations and liabilities; and such abilities are each at
least as great as those of Fox and Fox provides a written guarantee of such assignee’s
performance in a form reasonably acceptable to EIC. EIC shall be advised in writing of such
assignment and of the entity’s qualifications at least sixty (60) days before such assignment
occurs.

Parties In Interest. Nothing in this Agreement shall entitle any party other than Fox or EIC to
any claim, cause of action, remedy or right of any kind except as expressly provided in
Atticle 1V.

Term. The term of this Agreement (the “Term”) shall commence on February 15, 2012 (the
“Effective Date”), and shall terminate on February 14, 2022; (ii) when terminated by mutual
agreement of the parties; (iii) when terminated pursuant to Article VIII, Paragraph B; (iv)
when terminated pursuant to Article VII; (v) at Fox’s sole and absolute discretion, upon
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Fox’s return of all Grant funding to EIC that it has received under this Agreement; (vi) upon
Fox’s repayment of all monies that are demanded by EIC and are in fact required to be repaid
by Fox under Article I11; or, (vii) upon a termination of this Agreement by EIC pursuant to
Article VIL. Upon termination of this Agreement as specified herein, all rights, duties and
obligations of any kind under this Agreement shall automatically expire and terminate and be
of no other force and effect.

H. Interpretation, Each party has had the opportunity to be represented by counsel of its choice
in negotiating this Agreement, This Agreement shall therefore be deemed to have been
negotiated and prepared at the joint request, direction, and construction of the parties, at arms
length, with the advice and participation of counsel, and will be interpreted in accordance
with its terms without favor to any party.

L No Joint Venture. Nothing contained in this Agreement is intended by the parties to create a
partnership or joint venture between the parties.

J. Survival of Terms. All rights, duties, liabilities and obligations accrued prior to termination
shall survive termination.

K. Entire Agreement. This Agreement represents the entire agreement of the parties with respect
to the subject matter hereof.

EXECUTED AND EFFECTIVE, as of the date indicated above, by the City of Kerrville,
Texas, Economic Improvement Corporation, by and through its Board President, duly authorized to
execute same by action of the Board; and by Fox Tank, Inc., acting through its duly authorized
official.

CITY OF KERRVILLE, TEXAS FOX TANK, INC.
ECONOMIC IMPROVEMENT
CORPORATION
By:
Kenneth Early, Vice President Printed Name:
Its:
ATTEST:

Brenda Craig, Recording Secretary

APPROVED AS TO FORM:

Michael C. Hayes, Attorney for EIC

T\LegaREIC\CONTRACT\EIC Grant Agreement_Fox Tank_020512.dee
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Agenda ltem:

2C. Economic development Incentive Agreement between Fox Tank, Inc. and
the City of Kerrville, pursuant to Chapter 380, Texas Local Government Code.

(staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS
SUBJECT: Approval of a Chapter 380 Economic Development Agreement between
City of Kerrville, Texas and Fox Tank, Inc.

FOR AGENDA OF: February 14, 2012 DATE SUBMITTED: February 9, 2012

SUBMITTED BY: Mindy N. Wendele CLEARANCES: Todd Parton
Director of Business Programs City Manager

EXHIBITS: 380 Agreement

AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER: Of/
Expenditure Current Balance Amount " Account
Required: in Account: Budgeted: Number:
$ $ $

PAYMENT TO BE MADE TO:

REVIEWED BY THE FINANCE DIRECTOR:

SUMMARY STATEMENT
Fox Tank Company is proposing to construct a new commercial facility in the City of
Kerrville. This project requires the acquisition of 10 acres to construct approximately
11,000 square feet of space for manufacturing, assembly and office uses. Fox Tank will
keep a minimum of 60 employees on staff at a minimum hourly range of $15 per hour.
The selected site is located on State Hwy. 27 E across from the Kerrville-Kerr County
Airport.

This 380 Agreement will provide a reimbursement of net sales tax revenues to a
maximum amount of $150,000 to cover Fox Tank's land purchase expense. It also
provides for the waiver of building permit and development fees.

The sales tax reimbursement agreement is structured such that 100% of the sales
taxes generated over a two-year period would be reimbursed to the less of $150,000 or 2/3
of the actual purchase price of the site. There is no liability to the community should actual
net sales tax revenues are less than the maximum value specified.

Pursuant to the agreement, should Fox Tank fail to perform its obligations within 3
years from the effective of the agreement it will not realize the specified incentives.

RECOMMENDED ACTION
Staff recommends approval of this funding agreement provided that any legal
issues identified by the city attorney are satisfactorily addressed prior to execution.




FINAL DRAFT 02/10/12

THIS CHAPTER 380 ECONOMIC DEVELOPMENT AGREEMENT (this
“Agreement”) is made as of this day of , 2012 (the “Effective Date”) by
and between City of Kerrville, Texas (the “City”), a municipal corporation and home-rule city of
the State of Texas, and Fox Tank, Inc., a Texas Corporation (“Fox™). The City and Fox may be
referred to herein from time to time as a “Party” or collectively as the “Parties”.

WITNESSETH:

WHEREAS, the development and expansion of commerce and the diversification of the
economy within the State of Texas and the City is paramount to the City’s continued economic
development; and

WHEREAS, Fox is a manufacturer of production equipment in the oil and gas industry,
including oilfield storage tanks and other specialty oilfield production products; and

WHEREAS, Fox is seeking to expand its manufacturing capabilities through the
purchase of land and the construction of a facility to be located within Kerrville; and

WHEREAS, Fox has applied for a grant from the City of Kerrville, Texas, Economic
Improvement Corporation as well as economic development incentives from both Kerr County
and the City for funding necessary to purchase Jand and to build a new facility; and

WHEREAS, the City is authorized by the provisions of Article III, Section 52-a of the
Texas Constitution and Section 380.001 of the Texas Local Government Code (the “Code”) to
provide grants of public money to promote local economic development and to stimulate
business and commercial activity within the City; and

NOW THEREFORE, in consideration of the foregoing and the mutual agreements,
covenants and payments herein and other valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, the Partics agree as follows:

I. DEFINITIONS

1.1 As used in this Agreement, the following terms shall have the meanings indicated
unless a different meaning is specifically provided herein or the context otherwise requires:

“Governmental Authority” means any Federal, state, or local governmental entity,
authority or agency, court, tribunal, regulatory commission or other body, whether legislative,
judicial or executive, or a combination thereof, and any arbitrator to whom a dispute has been
presented under Governmental Rule or by agreement of the parties with an interest in such
dispute.

«Governmental Rules” means any statute, law, treaty, rule, code, ordinance, regulation,
permit, interpretation, certificate or order of any Governmental Authority, or any judgment,



decision, dectee, injunction, writ, order or like action of any court, arbitrator or other
Governmental Authority.

“Maximum Reimbursement Amount” means the lesser of $150,000.00 or the amount
equal to two-thirds (2/3) of the purchase price of the Property as paid by Fox over the Term of
this Agreement.

“Property” means the real property consisting of approximately ten (10) acres generally
located across from the Kerrville-Kerr County Airport and along Highway 27, which is depicted
in the attached Exhibit A,

“Retained Sales Tax Revenue(s)” means 100% of the amount of sales and use tax
generated by Fox on the Property and collected by or for the City net of all fees and remitted to
the City by the State Comptroller, pursuant to Chapter 321 of the Texas Tax Code, not to exceed
the Maximum Reimbursement Amount in the aggregate, commencing from the first payment
received from the State Comptroller and continuing through the Term of this Agreement.

_ “State Comptroller” shall mean the Comptroller of Public Accounts for the State of
Texas, or such other agency responsible for collecting sales and use taxes within the State of
Texas and remitting them to the City.

1.2 Singular and Plural: Words used ferein in the singular, where the context so
permits, also includes the plural and vice versa, unless otherwise specified.

II. GENERAL PROVISIONS
2.1  Recitals. The recitals to this Agreement are incorporated herein for all purposes.

2.2 Purpoese. The specific purpose of this Agreement, pursuant to the terms provided
herein, is for the City to reimburse net sales tax revenues to Fox which were previously paid by
Fox. This action will be a significant contribution toward a broader purpose to stimulate and
encourage business and commercial activity within the City, to create more job opportunities,
build the sales and property tax base and promote a partnership relationship with the private

sector businesses that will bring additional employment projects into the City.
[iI. REPRESENTATIONS AND WARRANTIES

_ 31  Representations of Fox. Fox hereby makes the following representations,
warranties and covenants to the City as of the Effective Date unless another date is expressly
stated to apply:

11.1 Existence. Fox is a private corporation duly organized and existing under
the laws of the State of Texas,

312 Power and Authority. The execution, delivery and performance by Fox of
this Agreement have been duly authorized by all necessary action and will not violate the
organizational documents of Fox or result in the breach of or constitute a default under
any loan or credit agreement, or other material agreement to which Fox is a party or by
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which Fox or its material assets may be bound or affected. The execution of this
Agreement by Fox does not require any consent or approval that has not been obtained,
including without limitation the consent or approval of any Governmental Authority.

3.13 No Legal Bar. To the best of its knowledge, the execution and delivery of
this Agreement and the performance of its obligations hereunder by Fox will not conflict
with any provision of any law, regulation or Governmental Rules to which Fox is subject
or conflict with, or result in a breach of, or constitute a default under any of the terms,
conditions or provisions of any agreement or instrument to which Fox is a party or by
which it is bound or any order or decre¢ applicable to Fox.

3.1.4 Litigation. There are no legal actions or proceedings pending or, to the
knowledge of Fox, threatened against Fox which, if adversely determined, would
materially and adversely affect the ability of Fox to fulfill its obligations under this
Agreement or the financial condition, business or prospects of Fox.

3.1.5 Enforceable Obligations. Assuming (i) due authorization, execution and
delivery by each Party hereto and thereto, (ii) the enforceability of the Agreement and the
actions of Fox, this Agreement, each document executed by Fox pursuant hereto and all
obligations of Fox hereunder and thereunder are enforceable against Fox in accordance
with their terms, except as such enforcement may be limited by bankruptcy, insolvency,
reorganization or other similar laws affecting the enforcement of creditor’s rights
generally and by general equity principles, regardless of whether such enforcement is
considered in a proceeding in equity or at law.

12  Representations of the City. City hereby makes the following representations,
warranties and covenants to Fox as of the Effective Date unless another date is expressly
stated to apply:

3.2.1 Existence. City is a home rule municipality of the State of Texas located
in the County of Kerr, Texas and has all tequisite power and authority to enter into this
Agreement.

397 Authorization. The execution, delivery and performance by City of this
Agreement have been duly authorized by all necessary action and will not violate the
organizational documents of City or result in the breach of or constitute a default under
any loan or credit agreement, or other material agreement to which City is a party or by
which City or its material assets may be bound or affected. The execution of this
Agreement by City does not require any consent or approval that has not been obtained,
including without limitation the consent or approval of any Governmental Authority.

3.2.3 Enforceable Obligations. Assuming due authorization, execution and
delivery by each signatory Party hereto and thereto, this Agreement, all documents
executed by City pursuant hereto and all obligations of City hereunder and thereunder are
enforceable against City in accordance with their terms, except as such enforcement may
be limited by bankruptey, insolvency, reorganization or other similar laws affecting the
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enforcement of creditor's rights generally and by general equity principles (regardless of
whether such enforcement is considered in a proceeding in equity or at law).

3.2.4 No Legal Bar. To the best of its knowledge, the execution and delivery of
this Agreement and the performance of its obligations hereunder by City will not conflict
with any provision of any law, regulation or Governmental Rules to which City is subject
or conflict with, or result in a breach of, or constitute a default under any of the terms,
conditions or provisions of any agreement or instrument to which is a party or by which it
is bound or any order or decree applicable to City.

IV. FOX COMMITMENTS

4.1 Conditions for Receipt of Net Retained Sales Tax Revenues. In consideration
of City agreeing to pay Fox the Net Retained Sales Tax Revenues in accordance with the
terms, provisions, and conditions of this Agreement, Fox agrees (o the following, which
are not obligations of Fox, but are conditions that must be fulfilled in order to receive the
Net Retained Sales Tax Revenues (collectively, the “Fox Conditions™):

4.1.1 Operational Condition. Fox shall operate a manufacturing and sales facility
on the Property during the Term of this Agreement utilizing not less than 100,000 square
feet of space and open for business each and every day, except weekends and holidays,
and subject only to (i) events of Force Majeure, and (if) periods of closing for repair or
restoration following casualty and condemnation (“Operation Condition”). On or before
January 1 of each year the Agreement is in effect, the Fox Officer shall provide the City a
sworn statement that Fox is and has been in compliance with the Operation Condition for
the preceding calendar year. The sworn statement shall constitute the sole information
upon which the City may rely to determine Fox's compliance with the Operation
Condition for the subject year,

42  Sales Tax Disclosure. For each calendar yeat during the Term of this Agreement,
Fox agrees to provide a release (in a form similar to that attached as Exhibit B) to the
City that will allow the State Comptroller to release information to the City that
documents the amount of Retained and Net Retained Sales Tax Revenues collected by
the State Comptroller for the City (the “Sales Tax Disclosure™). The City and Fox shall
rely on the Sales Tax Disclosure as accurate and definitive for purposes of this
Agreement and City shall have no right to review or audit records of Fox. The City shall
not be required to pay Tenant the Reimbursement Amount under Article V until such
time that Fox provides the required release and the State Comptroller provides the Sales
Tax Disclosure.

V. CITY COMMITMENTS

5.1 Reimbursement Account. The City agrees upon the Effective Date of this
Agreement to create a special liability account in the General Fund (the “Reimbursement
Account™ for the purpose of paying Fox. Following the Effective Date of this
Agreement, the City shall deposit the Net Retained Sales Tax Revenues into the
Reimbursement Account pursuant to this Agreement. The Reimbursement Account shall
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always remain unencumbered by the City and segregated from all other City accounts.
Such funds are held in trust by the City for Fox to be used in accordance with the terms
hereof as long as Fox is in compliance with this Agreement.

5.2 City Commitments,

52.1. Calculation of Reimbursement Amount; Deposit of Net Retained Sales
Tax Revenues. For the period commencing from the first payment received from the
State Comptroller and for each month thereafter during the Term of this Agreement, the
City shall determine the amount of the Net Retained Sales Tax Revenues received by the
City from the State Comptroller in cooperation with Fox and the State Compiroller. The
Parties acknowledge that the City may not receive sufficient information from the State
Comptroller to determine the Retained Sales Tax Revenues until forty-five (45) or more
days after the end of the month. Based upon the monthly calculation by City of the
Reimbursement Amount, the City hereby agrees to deposit the Net Retained Sales Tax
Revenues due to Fox in the Reimbursement Account within thirty (30) business days
following receipt from the State Comptrolier.

599, Confidential Information. The City hereby designates this Agreement as a
Revenue Sharing Agreement, thereby entitling the City to request sales tax information
from the State Comptroller, pursuant to section 321.3022, Texas Tax Code, as amended,
and to share such information with the City Council. Unless determined otherwise by the
Texas Attorney General in writing, any information received relating to the Retained
Sales Tax Revenues shall be considered confidential proprietary financial information not
subject to release to the public. The City shall seek a written opinion from the Texas
Atiorney General, raising any applicable exception to release, prior to any release to a
third-party under the Texas Public Information Act.

5.2.3. Maintenance of Records. The City shall maintain complete books and
records showing deposits to and disbursements from the Reimbursement Account, which
books and records shall be deemed complete if kept in accordance with generally
accepted accounting principles as applied to Texas municipalities, Such books and
records shall be available for examination by the duly authorized officers or agents of the
Tenant during normal business hours upon request made not less than five business days
prior to the date of such examination. The City shall maintain such books and records
throughout the Term of this Agreement and store the same for four years thereafter.
Tenant shall, upon not less than five (5) business days prior written notice, have the right
to review and audit such books and records.

52.4. Payment of Reimbursement Amounts. Beginning on the first day of the
first month that follows the Effective Date and continuing each month throughout the
Term of this Agreement, the City shall pay the Reimbursement Amount due to Fox
within forty-five (45) days following the end of the month for which Net Retained Sales
Tax Revenues are collected by the City and deposited into the Reimbursement Account,
pursuant to this Agreement (the “City Commitment”). The City Commitment is an
unconditional obligation of payment by the City, but solely from the Reimbursement
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Account, if the Property generates the Net Retained Sales Tax Revenue. Such payments
are not subject to any reduction, whether offset or otherwise.

525 Maximum Cumulative Payment Limit. During the Term of this
Agreement, City shall not pay Reimbursement Amounts to Tenant that cumulatively
exceed the Maximum Reimbursement Amount.

596 Waiver of Building Fees. City shall waive all development and building
fees applicable to construction activities which will occur on the Property. Such fees
include building, electrical, plumbing, mechanical, platting, and zoning fees. The waiver
of fees shall apply only to applications filed by Fox and for the development and
construction occurring on the Property. The waiver of the various fees listed above shall
not be construed as waiving any requirements for obtaining the various permits and
inspections required by the Code of Ordinances of the City, or any other applicable
federal, state, or local law, nor shall it be construed as granting any waivers or variances
with respect to any development regulations of the City.

VI. TERM

6.1  The term of this Agreement is for three (3) years (“Term”) from the Effective
Date of this Agreement.

This Agreement shall terminate upon:

a. The expiration of the Term of this Agreement, if Fox fails to begin
operations, including the collection of sales tax; or

b. Two years from the time that Fox begins collecting sales tax; or

C. Upon the receipt of the Maximum Reimbursement Amount by Fox in
accordance with this Agreement.

Upon receipt of the Maximum Reimbursement Amount by Fox in accordance with this
Agreement, the City’s obligation to maintain the Reimbursement Account and pay the
Reimbursement Amount shall terminate. Upon termination of this Agreement, the
Parties’ obligations hereunder shall terminate, whether or not the Maximum
Reimbursement Amount has been paid.

VIL DEFAULT

7.1  The occurrence of any of the following shall be an “Event of Default” by Fox or a
“Fox Default”™

7.1.1 The failure of Fox to substantially perform or substantially observe any of
the obligations, covenants or agreements to be performed or observed by the Fox under
this Agreement and the continuation of such failure for a period of thirty (30) days after
notice from the City of such failure;
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7.1.2 The breach by Fox of any of its representations hereunder; and

7.1.3 If Fox files a voluntary petition in bankrupicy or insolvency or for
reorganization or arrangement under the Bankruptcy Code of the United States
(“Bankruptcy Code™) or under any insolvency act of any state, or voluntarily takes
advantage of any such law or act by answer or otherwise or is dissolved or admits its
bankruptcy or insolvency or an inability to satisfy its creditors or makes a general
assignment for the benefit of creditors; or if all or substantially all of the assets of Fox are
attached, seized, subjected to a writ or distress warrant or are levied upon, or come in to
the possession of any receiver, trustee, custodian, or assignee for the benefit of creditors,
and such proceeding or action is not vacated, stayed, dismissed, set aside or otherwise
remedied within ninety (90) days after. the occurrence thereof; or if this Agreement shall
be assigned by Fox in a manner prohibited by this Agreement.

7.1.4 Upon the occurrence of an Event of Default hereunder, and afier the
expiration of any applicable cure period, the City may terminate this Agreement and seek
such remedies as may be available at law or in equity.

7.1.5 The City shall be entitled to seek injunctive relief prohibiting or
mandating action by Fox, including specific performance, in accordance with this
Agreement, or declaratory relief with respect to any matter under this Agreement. The
parties hereby agree and irrevocably stipulate that (i) the rights of the parties to injunctive
relief pursuant to this Agreement shall not constitute a “claim” pursuant to section 101(5)
of the Bankruptcy Code and shall not be subject to discharge or restraint of any nature in
any bankruptcy proceeding, and (ii) this Agreement is not an “executory contract” as
contemplated by section 365 of the Bankruptcy Code.

VI INDEMNIFICATION

8.1 FOX COVENANTS AND AGREES TO FULLY INDEMNIFY AND HOLD
HARMLESS, THE CITY (AND THE ELECTED OFFICIALS, EMPLOYEES,
OFFICERS, DIRECTORS, AND REPRESENTATIVES THEREOF), INDIVIDUALLY
OR COLLECTIVELY, FROM AND AGAINST ANY AND ALL COSTS, CLAIMS,
LIENS, DAMAGES, LOSSES, EXPENSES, FEES, FINES, PENALTIES,
PROCEEDINGS, ACTIONS, DEMANDS, CAUSES OF ACTION, LIABILITY AND
SUITS OF ANY KIND AND NATURE, INCLUDING BUT NOT LIMITED TO,
PERSONAL INJURY OR DEATH AND PROPERTY DAMAGE, MADE UPON THE
CITY, DIRECTLY OR INDIRECTLY ARISING OUT OF, RESULTING FROM OR
RELATED TO FOX’S BREACH OF THIS AGREEMENT OR ANY ACTIVITIES
UNDER THIS AGREEMENT, INCLUDING ANY SUCH ACTS OR OMISSIONS OF
FOX, ANY AGENT, OFFICER, DIRECTOR, REPRESENTATIVE, EMPLOYEE,
CONSULTANT OR  SUBCONSULTANTS, ©OR  CONTRACTORS OR
SUBCONTRACTORS OF FOX, AND THEIR RESPECTIVE OFFICERS, AGENTS,
EMPLOYEES, DIRECTORS AND REPRESENTATIVES WHILE IN THE EXERCISE
OR PERFORMANCE OF THE RIGHTS OR DUTIES UNDER THIS AGREEMENT,
ALL WITHOUT, HOWEVER, WAIVING ANY GOVERNMENTAL IMMUNITY
AVAILABLE TO THE CITY AND , UNDER TEXAS LAW AND WITHOUT
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WAIVING ANY DEFENSES OF THE PARTIES UNDER TEXAS LAW. THE
PROVISIONS OF THIS INDEMNIFICATION ARE SOLELY FOR THE BENEFIT OF
THE PARTIES HERETO AND NOT INTENDED TO CREATE OR GRANT ANY
RIGHTS, CONTRACTUAL OR OTHERWISE, TO ANY OTHER PERSON OR
ENTITY. FOX SHALL PROMPTLY ADVISE THE CITY IN WRITING OF ANY
CLAIM OR DEMAND AGAINST THE CITY KNOWN TO FOX RELATED TO OR
ARISING OUT OF FOX’S ACTIVITIES UNDER THIS AGREEMENT AND SHALL
SEE TO THE INVESTIGATION AND DEFENSE OF SUCH CLAIM OR DEMAND
AT FOX’S COST TO THE EXTENT REQUIRED UNDER THE INDEMNITY IN
THIS SECTION. THE CITY HAS THE RIGHT, AT ITS OPTION AND AT ITS OWN
EXPENSE, TO PARTICIPATE IN SUCH DEFENSE WITHOUT RELIEVING FOX OF
ANY OF ITS OBLIGATIONS UNDER THIS PARAGRAPH.

8.1.1 FOX FURTHER AGREES TO DEFEND, AT ITS OWN EXPENSE,
AND ON BEHALF OF THE CITY AND IN THE NAME OF THE CITY, ANY CLAIM
OR LITIGATION BROUGHT AGAINST THE CITY AND ITS ELECTED
OFFICIALS, EMPLOYEES, OFFICERS, DIRECTORS AND REPRESENTATIVES,
FOR WHICH THIS INDEMNITY SHALIL APPLY, AS SET FORTH ABOVE. FOX’S
OBLIGATIONS UNDER THIS SUBSECTION SHALL SURVIVE THE
TERMINATION OF THIS AGREEMENT.

8.1.2 Upon the assertion of any claim or litigation requiring indemnification
pursuant to this Article, Fox shall assume and take exclusive control of the defense,
negotiation, and/or settlement of such claim; provided, however, that if the representation
of all parties by Fox would be inappropriate due to actual or potential conflicts of interest
between them, then Fox shall not assume such defense. In the event of a conflict of
interest or dispute, the City and its respective officials and employees shall have the right
to select counsel, with the reasonable cost of such counsel paid by Fox. The parties
acknowledge that, with respect to claims for which insurance is available, the rights of
the parties to select counsel for the defense of such claims shall be subject to such
approval rights as the insurance company providing coverage may have.

IX. NON-WAIVER

9.1  Any provision of this Agreement may be amended or waived if done in writing
and signed by the City.

9.2  No course of dealing on the pait of the City and Fox nor any failure or delay by
the City and Fox in exercising any right, power, or privilege under this Agreement shall
operate as a waiver of any right, power or privilege owing under this Agreement,

X. CHANGES AND AMENDMENTS
10.1  Except when the terms of this Agreement expressly provide otherwise, any

alterations, additions, or deletions to the terms hereof shall be by amendment in writing
executed by the City and Fox.

EIC Grant Agreement with Fox Tank, Inc. Page § of 10




XI. LEGAL AUTHORITY

11.1  The signers of this Agreement, represent, warrant, assure and guarantee that they
have full legal authority to execute this Agreement on behalf of the City and Fox,
respectively, and to bind the City, and Fox to all of the terms, conditions, provisions and
obligations herein contained.

XII. VENUE AND GOVERNING LAW

121 THIS CONTRACT SHALL BE CONSTRUED UNDER AND IN
ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS.

122 ANY LEGAL ACTION OR PROCEEDING BROUGHT OR MAINTAINED,
DIRECTLY OR INDIRECTLY, AS A RESULT OF THIS CONTRACT SHALL BE
HEARD AND DETERMINED IN BEXAR COUNTY, TEXAS.

XIII. NOTICE
13.1 Any notice sent under this Agreement (except as otherwise expressly required)

must be written and mailed with sufficient postage, sent by certified mail, return receipt
requested, or delivered personally to an officer of the receiving party at the following

addresses:

1. For City:

City Manager

800 Junction Highway
Kerrville, Texas 78028
Facsimile: (830) 792-3850

With a copy to:

Mindy Wendele

Director of Business Programs

City of Kerrville

800 Junction Highways

Kerrville, Texas 78028

Facsimile: (830) 792-3850

Email: mindy.wendele@kerrvilletx.gov

2. For Fox:

R. Nathan Fox

Vice President

Fox Tank Company

South Texas

104 Hwy. 87

P.O. Box 658

Comfort, TX 78013

Facsimile: (830) 995-5022

Email: nathan@foxtankcompany.com

EIC Grant Agreement with Fox Tank, Inc.
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13.2  Each party may change its address by written notice in accordance with this
Article. Any communication delivered by facsimile transmission shall be deemed
delivered when receipt of such transmission is acknowledged. Any communication so
delivered in person shall be deemed received when receipted for or actually received by
an officer of the party to whom the communication is properly addressed.

XIV. SURVIVAL

14.1 Each and every indemnification obligation, warranty, representation, covenant
and agreement of City and Fox contained herein shall sarvive the execution, delivery and
termination of this Agreement for a period of two (2) years from and after the date of
termination of this Agreement, and shall not be merged into any document executed and
delivered, but shall expressly survive and be binding thereafter on City and Fox,
respectively.

XV. COUNTERPARTS
15.1 This Agreement may be executed in several counterparts, each of which shall be

deemed an original, and all such counterparts together shall constitute one and the same
instrument.

CITY OF KERRVILLE, TEXAS FOX TANK, INC,
By:

Todd Parton, City Manager Printed Name:
Its:

ATTEST:

Brenda Craig, City Secretary

APPROVED AS TO FORM:

Michael C. Hayes, City Attorney

TALegafS ICCONTRALTAIE0 Agreement Fox Tank 020912 docx
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Agenda ltem:

2D. Estoppel and consent agreement regarding airport lease between Joseph L.
Kennedy Enterprises, LTD, and the Kerrville-Kerr County Airport Board. (staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Estoppel and consent agreement regarding airport lease between Joseph L.
Kennedy Enterprises, LTD, and the Kerrville-Kerr County Airport Board.

FOR AGENDA OF: Feb. 14, 2012 DATE SUBMITTED: Feb. 3,2012

SUBMITTED BY: Todd Parton CLEARANCES:
City Manager

EXHIBITS: Draft Estoppel and Consent Agreement; letter from HCSB clarifying
notice

AGENDA MAILED TO: )
74

APPROVED FOR SUBMITTAL BY CITY MANAGER:

Expenditure Current Balance Amount " Account
Required: in Account: Budgeted: Number:
$0 $0 $0

PAYMENT TO BE MADE TO:
REVIEWED BY THE FINANCE DEPARTMENT:

SUMMARY STATEMENT

Joseph L. Kennedy Enterprises, LTD, is pursuing a loan with Hill Country State Bank
(HCSB). HCSB is requiring that Joseph L. Kennedy Enterprises, LTD, pledge the
value and rights it enjoys under its lease agreement with the Kerrville-Kerr County
Airport Board as collateral for the loan. The lease is a property interest that can be
and will be collateralized. This estoppel and consent agreement states that the
rights and privileges granted to Joseph L. Kennedy Enterprises, LTD, pursuant to its
Airport lease would be transferred to HCSB in the event of a default.

These agreements are normal protocol and its approval would be consistent with
past city actions (i.e. Mooney).

RECONMMENDED ACTION

It is recommended that the City Council authorize the Mayor to execute an estoppel
and consent agreement for Joseph L. Kennedy, LTD, under the condition that the
City Attorney is satisfied that all legal issues have been addressed prior to its
execution.



WALLACE, JACKSON & LOHMEYER, PC

A PROFESSIONAL CORPORATION

ATTORNEYS ATLAW
820 MAIN ST., Suite 100
Edgar A. Wallace, Of Counsel KERRVILLE, TEXAS 78028-3300
David L. Jielsdi; Tclcpho;]e (830) 896-3811
Board Certified Residential , Commercial T clccopler (830) 257-6119

and Farm & Ranch Real Estate

January-18, 2012

Honorable Pat Tinley HAND DELIVERED
Kerr County Judge ‘

700 Main Street

Kerrville, Texas 78028

" Mr. Todd Parton . HAND DELIVERED
City Manager

City of Kerrville

800 Junction Highway

Kerrville, Texas 78028

Re:  Joseph L. Kennedy Enterprises, Ltd. -

Gentlemen:

Fred Lohmeyer
Board Certified in Estate Planning and
Probate Law

J. Stuart Lohmeyer

Enclosed are counterparts of Estoppel and Consent Agreement in connection with Lease
at the Airport by Joseph L. Kennedy Enterprises, Ltd. to be signed. Please call my office when it

is signed and we will pick it up.

Very truly yours,

WALLACE, |

BY:

David L. Jacksbn /\—-"""'
DLJ/kr

Enclosure — As stated above

cc: Mike Hayes HAND DELIVERED
City Attorney :
City of Kerrville ‘/
800 Junction Highway

Kerrville, Texas 78028




ESTOPPEL AND CONSENT AGREEMENT

THIS AGREEMENT is made and entered into by and between JOSEPH 1. KENNEDY
ENTERPRISES, LTD., a Texas limited partnership ("Tenant”), and HCSB, a statc banking
association ("Lender"), and KERRVILLE-KERR COUNTY AIRPORT BOARD (“Landlord”)
under the Lease (“Lease”), attached hereto and made a part hereof for all purposes;

WITNESSETH:

A. Tenant is executing or has executed and delivered certain promissory notes (the
"Notes") in the original princtpal amount of $200,000.00 and $75,000.00 payable to Lender, which
Notes are secured by certain Deeds of Trust and other security documents (the "Security
Documents") covering the Lease and leasehold estate created thereunder, executed and delivered by
Tenant for the benefit of Lender, recorded or to be recorded in the Official Public Records of Kerr
County, Texas as security for the payment of the Notes; and :

B. . Landlord has agr eed to consent to the Security Documents “upon and subject to the
conditions hereinafter stated. » : .

- NOW, THEREFORE, KNOW ALL MEN BY THESE PRESENTS, that Tenant, Landlord
and Lender, each in consideration of the agreements hereinafier set forth, the sufficiency of which
are hereby acknowledged and - confessed, do hereby covenant, st1pulate agree and declare as
follows: \

1. Landlord does hereby consent to and approve the Security Documents and agrees
and declares that the Lease, the leasehold estate created thereby and all of Tenant's rights and
privileges thereunder are and shall be subject to the Security Documents, regardless of how often or
in what manner the Notes and Security Documents, or any part thereof, may be renewed, rearranged
or extended.

2. A. So long as Tenant is not in default (beyond any periods given under the
Lease to Tenant to cure such default) in (i) the payment of any monetary obligation under the Lease,
or (ii} the performance of any of the other terms, covenants or conditions with which Tenant is
obligated to comply pursuant to the Lease, Tenant's possession under the Lease and Tenant's rights
and privileges thereunder shall not be diminished or interfered with by Lender, and accordingly,
Tenant's occupancy shall not be disturbed by Lender during the term of the Lease, except in
accordance with the terms of the Lease and Security Documents,

B. If Lender succeeds to the interest of Tenant in and to the Lease, the leasehold
estate created thereby or under the Lease, the Lease and all terms therein, and the rights of Tenant
thereunder, shall continue in full force and effect and shall not be altered, terminated or disturbed,
and Landlord shall be bound to Lender (and its successors) under all of the terms, covenants and
conditions of the Lease for the balance of the lease term thereof with the same force and effect as if
Lender were the tenant under the Lease.

C. If Lender shall (a) succeed to the interests of Tenant in and to the Lease or




under the Lease, or (b) enter into possession of the premises under the Lease, Lender shall be bound
to the Landlord under all of the terms, covenants and conditions of the Lease, and Tenant shall,
from and after Lender's succession to the interests of Tenant in and to the Lease or under the Lease
or entry into possession of said premises, as the case may be, have the same remedies against
Lender as tenant for the breach of any provision contained in the Lease that Landlord might have
had under the Lease against Tenant if Lender had not succeeded to the interests of Tenant in and to
the Lease or under the Lease or entered into possession of said premises, as the case may be;
provided further, however, that Lender shall not be:

) liable for any acts or omissions of any prior tenant (including, but not
limited to, Tenant);

(if)  subject to any offsets, deductions or defenses which Landlord might
_ have arising out of acts or omissions of any prior tenant (including,
but not limited to, Tenant); nor

- (i)  bound by any agreement or modification of the Lease made aﬁe1 the
date hereof without Lender's approval.

Additionally, in the event of Lender's (a) succession to the Lease or under the Lease,

or (b) entry into possession of said premises, Landlord shall be bound to Lender under all of the

_terms, covenants and conditions of the Lease, and Lender shall, from and after Lender's succession

to the Lease or entry into possession, as the case may be, have the same rights and remedies against

Landlord for the breach of any provision contained in the Lease that Tenant might have had under

the Lease against Landlord if Lender had not succeeded to the Lease or under the Lease or entered
into possession, as the case may be.

D. The covenants hereunder shall be binding upon any person other than
Lender who may acquire the interest of Landlord in the Lease as a result of foreclosure or any other
proceeding(s) to enforce the rights of Lender or any sale, assignment or transfer of the Lease after
Lender has acquired the interest in the Lease all of which are hereby permitted and approved by
Landlord.

E. Landiord agrees it shall furnish to Lender copies of all notices which
Landlord is given under the Lease, notify Lender of any default under the Lease and permit Lender
such time as may be reasonably necessary to cure such default prior to proceeding to exercise any of
the rights or remedies under the Lease, including termination of the Lease.

E. Landlord agrees that no modification, release, termination or waiver of or
under the Lease shall be entered into without the prior written consent of Lender.

3. Any notice or demand given hereunder by any party shall be deemed to have been
given and received (i) when actually received by the party to whom addressed, if delivered in
person, ot (ii) when a letler containing such notice, certified or registered, with postage prepaid,




addressed to such party is deposited in the United States mails. The addresses of the parties hereto
are as set forth below, or such other addresses as the parties hereto shall advise the other party by
certified or registered letter.

4, The parties hereto agree to execute and deliver such further instruments as may be
reasonably requested from time to time by the other party hereto as necessary or appropriate to fully
carry out the intent and purpose hereof. Landlord agrees, at any time and from time to time, as
requested by Lender upon not less than 10 days notice to execute and deliver without cost or
expense to Lender an estoppel certificate which shall certify, and Landlord hereby certifies to
Lender as of this date, that the Lease is unmodified and in full force and effect (or if there have been
modifications that the Lease is in full force and effect as modified and stating the modifications), all
rental and other sums have been paid, and there is no default under the Lease; it being intended and
understood that this estoppel certificate and any subsequent requested estoppel certificate may be
relied upon by Lender and other persons with whom Lender may be dealing.

3. This instrument is binding upon and shall inure to the benefit of the heirs, executors,
administrators, successors and assigns of each of the parties hereto.

EXECUTED on this the day of , 2012 in multiple counterparts, and
all such counterparts when taken together will constitute one fully executed original Agreement.

TENANT: _ LENDER:

JOSEPH L. KENNEDY ENTERPRISES, LLTD., HCSB, a state banking association
a Texas limited partnership
BY: JLK MANAGEMENT,LL.C,a

Texas limited liability company,

General Partner By:
Name:
By: Title:
Joseph L. Kennedy, Jr.
President
Address: Address:
1875 Atrport Loop Rd. 1145 Junction Highway
Kerrville, Texas 78028 Kerrville, Texas 78028




LANDLORD:

THE KERRVILLE-KERR COUNTY

AIRPORT BOARD
BY:
Name:
Title:
APPROVED:
CITY OF KERRVILLE COUNTY OF KERR, TEXAS
BY: BY:
David Wampler, Mayor : ’ Pat Tinley, County Judge
ATTEST:
Brenda G. Craig, City Clerk - Jannett Pieper, County Clerk
APPROVED AS TO FORM: APPROVED AS TO FORM:
Michael C. Hayes, City Attorney Robert Henneke, County Attorney
THE STATE OF TEXAS §
COUNTY OF KERR §
This instrument was acknowledged before me this day of

20, by JOSEPH L. XENNEDY, JR., President, of JLK. MA MA\IAGLME\IT LLC, a Texas
limited liability company, General Partnel of JOSEPH L. KENNEDY ENTERPRISES, LTD,, a
Texas limited partnership.

Notary Public, State of Texas




THE STATE OF TEXAS §

COUNTY OF KERR §
This instrument was acknowledged before me this day of ;
20, by , of HCSB, a

state banking association, on behalf of said association.

Notary Public, State of Texas

THE STATE OF TEXAS §

COUNTY OF KERR §
This instrument was acknowledgéd before me this _ day of
20, by of THE

KERRVILLE-KERR COUNTY AIRPORT BOARD on behalf of THE KERRVILLE-KERR
COUNTY AIRPORT BOARD.

Notary Public, State of Texas

THE STATE OF TEXAS  §
COUNTY OF KERR &
This instrument was acknowledged before me on this day of

20, by DAVID WAMPLER, Mayor of the CITY OF KERRVILLE, TEXAS, on behalf of
said C CITY OF KERRVILLE, TEXAS.

Notary Public, State of Texas




THE STATE OF TEXAS  §
COUNTY OF KERR §
This instrument was acknowledged before me on __ day of

20, by PAT TINLEY, County Judge for COUNTY OF KERR, TEXAS, on behalf of sald
COU\ITY OF KERR, TEXAS.

Notary Public, State of Texas




COMDERCIAL LEASE AGREEMENT
AMONG
THE KERRVILLE-EERR COUNTY AIRPORT BOARD, THE CITY OF KERRVILLE,
TEXAS, THE COGNTY OF KERR, TEXAS
AND

JOSEPH L. KENNEDY ENTERPRISES, LTD., A 'I’EX‘»g'LRﬂTEB PARTNERSHIP

74 .
. THIS LEASE AGREEMENT, made this & day of hune, 2003, by and among the Kerrville-Rerr Cousty
WMWM&MMWWnMMMTMMmMWﬂA@Ta
+ Transportation Code Chaper 22, hereinafler called the “Board,”; the City of Kerrvills, Texas, 2 howe rule mumicipal
corparation, hereinafler called “City”; avd the County of Kerr, Texas, 2 potitical subdivision of the State of Texas,
he:ﬁmﬁcr@ﬂed“Couuty,“CityandCmm@bdng&mﬂmasoﬁhehmh—dmﬁndmlpmty@wd,&y
and Courndy sometimes collectively refersed to as “Lessor™), and Joseph T Kennedy Emerprisss, Lid, a Tees Smited
Mmship,who&pxmdpa!oﬁmmmledMKmdﬂqTemmmmmelm”.

RECITALS

WHEREAS, the Lessor owris and operates the Kerrville-Kerr Coty Muaicipl Airport, ocated i the City of -

Kerrville, Texas, bereinafter referved t as “Airpeit”, and:

WHEREAS, Lesste desires 10 least cartain Lessor-owned land at the Abrport to construct certiin improvements
and 10 engage in ceviain sctonautical-related services to be provided to the yrblic as heseinafter permitied; snd

NOW, THEREFORE, for and in consideration of the covenants and conditions herein stated, Lessor and Lessee
agree as follows: - - - -

ARTICLE L.
GRANT OF LEASE

101 Leased Premises: Lessor agrees to lease to Lessee certain property owned by Lessor located at the
Ah-pérnandbcingmmcparﬁwlarb'dmibcdaslotwandIO,andaOQSBacrepomcnofLotil,asshﬂwnonthcmp
recorded in Vohune §, Page 331 of the Real Property Records of Kerr County and as indicated on the Leased Premises
Map and Exhibit A as atached hereto, together with all improvements thereor and fixtures attached therefo, hereinafter
being refened to as (e “Leased Premises” Lesses shall copstruct the improvesrents on the Soufaern portion of Lot 9
and within sixty days of the completion of the constricticn by Lesses of the bangar and related facilities on the Leased
) Pmnises,andi:;suarxxofaca:tiﬁcmeofoouqmnybyt}:e@ty,lmshaﬂ,aﬂ.m’smlcoostamimpcnsc,havctbc

Leased Premises sorveyed (“Survey”) and shall have this survey recorded among the official property records of Kerr
County, Texas. Within 30 days from (he date of the completion of the survey, Tessoe shall release the North portion of
the Leased Premises not octupied by said hangar, related faciliies and paving from this Lease, Based vpon such
survey, Lessor aod Lesses shall enter fto an amendment of this Yease specifying the kegal description of the Leased
Premises and the reat shall be adjusted based upou the Survey as provided for in Anticke 3,

102 Releass of Jmproverents Lessce agrees to tamsfer ownership of the improvenents on Lot 10,
specifically the badlding known as the “biee hangar,” tn June 30, 2015, to Lessor, and furiher agress to troely execute
any aad 2t decoments pecessary 1o accomplish tansfer of ownership cfthcbtﬁigingto Lessor,

1.03 Basements: ‘This Agreement shalf be subject to such easeerts, xights-ofsway, drifl sites, or other xights or
reservations atfecting the Leased Premises which are of record or are clearty visible as of tie date of this Agreement.




- ARTICLE2, .
o _ . w4
GpF 2.0) Lease Term: This Agrocaent shall commsoce at 12:01 2.1, o S,2003, and terminate a midmight

——

ondane .2, 2033, ("the Lease Term"™) wnless terminated earlier pursnant to the provisions of this Agreement,
2.02 Optional Extension of Lease Term: Deleted. '

2.03 Holdover of Lesses: I Lessee bolds over or remains in possession of the Leased Prenvises after the
mminationafthisAgmemmmmmwawmagmmumlmmmmmmﬁm
beymﬂﬂwdzicoftcrminatim,orthcoollecﬁcnoraoocptanceofrentf&samﬂorothctcbmmhymmnshanm
be constmied as a renewal orwrtcnsionofmisAgmemem,batshanbeconsumdsoIdyasmaﬁngamncyalwﬂland
1ot for any other term whatsozver. During the term of such tenancy at will, Lessee shall pay t0. Lessor the fees and
cmmmmmm.mwmwm‘wmwwammmﬁmm
The Lessor reay terminate the tenancy at will by giving Lessee thirty (20} days written notice therecf,

"ARTICLE 3,
RENT

3.01 Amomt of Base Rent: Lessee agrees to pay to Lessor rent for the Lesed Premises $.10 per sguare foct
per year for the period commencing on the date hereof watit and inchading Tane 30, 2005, a¢ which time the base rept
shalt be recalcolated and adjusted anmually acconding to the Constumes Price Index as defined wnder Section 3.02 of this
Leass, betow, Tbetma!mmdmbylmcdmhglhismjﬁslpedodvdllbemodiﬁedasfolia‘;vs:witbinnimty(%)days
after the issnance of the centificate of cccopancy for the nemly constructed improvements describedt in Article $ and
Section1.011xm0f,andmomﬂaﬁouaffhcmwyasreqtﬁmdinﬂmswﬁons,ﬂlemmdnewiﬂbeadjustedtoreﬂmthe
change in square footage, if any, resulting from the Survey and redease of part of Lot 9. The total rert due shall also be
adju.sxadouJumm,QOIO,intbartbcbasemshallmnﬁnmmbcs.lopersqvamfwtpcr}wr(@&djuﬂed),mm
tMalremducsha}lbemmmdbyssoompamomhtommtfwr@mmefﬂﬁimmmmcdsﬁngw Lot
10 on that date, Asfmﬂmoonsidm‘aﬁonforthemmﬂvahmtﬁthcmpmwmmmaxiﬁngmmw,thcwtalremdm
+ shall be inareased by $250.00 per year, with said increases occarring on Juie 30 of 2011, 2012, 2013, and 2014, The
mtalvalmforﬂrcinqmvmusc:dsﬁngmmmmmmmzmssluﬂlthznbedezermimdbyusinglhcbasemmi
rate of $1,800.00 for the immmcmmmMIOudec&mmﬁmwwL%mﬂmnnmhMQr
Gecreased by changes in the Conswmex Price Index during the intervening pericd, wsing the same methodelogy specified
in 3.02, below.

3.02 Adjustment of Remt During Lease Term:; During the Lease Tern, the rent prics per square foot (o be
paid by Lesses shall be increased or decreased on each annivessary of the cffective date of this Agreement in
accordince with changes in the Consumer Price Index for a1l Urban Consumers (Sowthexn Urban Area) (the
“Consumer Price Index”) as proranlgated by the Bureau of Labor Statistics of the United States Department, of
Labor, which Copsemer Price Iudex for January 2003 is 175.1(the “Base Index™) nsing the year 1984 as a base of
160. The Bass Rent to be paid during the term of this Agreemcant shalfl bear the same ratio to the Consamer Price
Index for the month of Janvary preceding the date of the rent adjustment, as the original “$,10 per square foot per
year” bears to the Bass Index. In no event, however, shall the rent dne be less than $.10 pr square foot per year, In
the event the Consumer Price Index ceases to incorporate a significant number of items, or if a substantial change is
made in the method of establishing sach Conswmer Price Index, then the Consumer Price Index shall be adjusted 1o
the figure that wonld have resulted bad po chenge ocourred in the manoer of computing such Consumer Price Index.
In the event such Consumer Price Index {or a successor or substitule index) is not available, 2 reliable governmental
or oher nonpartisan publication, ¢valuating the information thereto for vse in determining the Consurner Price
Tndex, shall e used in Ken of such Consumer Price Index.,

2




3.03 Deleted,
3.04 Deleted,

305 Deled

3.06 Delivery of Rent: All payments required of Lessee by this Agreement shatl be made on a wonthly basis,
andsballbedclivemdbymaﬂ,orinpcmn,totheOiﬁceoftthiraaorofPubﬁcWorks,Cilyochmiﬂ:a,Texas,sc{)
Junction Highway, Kerrville, Texas 78028, or 1o snch other location as specified in wiiting by the Lessor from time to
time,no!aicrthmﬁwﬁ:stdayof«rhcﬂaudarmmboftb:LcascTermfcrwhjchdwpaynmischmuﬁlmwchm
date falls on a Saturday, Sunday, or legal boliday, in which case such rent shall be dac on the first City business day
following the date such paymeent is doe, The mosthly rent for the fuftial term shall be 5963.45 per momth,

307 Delinouent Rert Payments: Inthnevanttbalpaymxstothelmrﬁ)rmmmmhcrfecsmdmgesm
notreoeiwdbytthessoronorbcfmﬂ}emthdayfoﬂowingﬂwdmdm,Lesseesbaﬂpayalammmalcha:gcofm
Percent (2.0%) of the rent amourt dus for that month, All rent and eber payments which are past due rore than thirty
(30)-daysshaﬂmmsimplshnmaimzmteo{dghmenpam(l&o%)amnﬂyqr('o)memax:'nnnnpmmge
rate alloveed by Taw, whichever is less, Notwithstandimg anything to the coutrary in this Section 3.07, if at the tims

performance of the provisions set forth in this Section 3.07 becomes due the interest 1o be paid in accondance with this
Section 3.07 exceeds the Ymits on the payment of inferest establishad by law, then the soount of interest tobe paid shall

be reduced to the maximumn Tt allowed by law; finthermore, if, ftom auy circumstanees, Lessor should ever recefve as
interest an amamnt tat woald sxcesd the highest Jawful rate, the amound that womld be excessive interest shall be applisd
to the payment of rent owing pursiant to the provisions of this Lease Agreement and not 'o the payment of inlerest

3.08  Application of Arnowns Received: Payments received shall be applied in the following onders (1)
interest accined for lale paymnents, (2) late remtal chargss, (3)_past'dmmbegimmg“ﬁhﬂmddmamowdug(4)
other past duc staounts, (5) rent cmrently due, and (6) other amosmts currently due.

3.09 Other Cheapes: Nothing herein shall be Geerned to relieve Lessee and its tenants, subkessecs, patrons,
inﬁt&sandothexsﬁ"om.&irportwchargcs,inciudingfnalﬁowagafeespaidonfnelpmﬂmsdbylm,asamlcﬂed
generally by the Lessor directly upon the operation of aircraft, of from mutomebile parking permit fees for parking sreas
that are not inchuded within the Yeased Pretises, ot from secarity focs,

ARTICLE 4,

4.01 Permitted Uses: Lessee shall be permitted to wse the Leased Premises for the pvpose of conducting for-
yrofit commmercial acronautical services or activities consisting of arey ar 4T of the following operations and no others:

S¢¢ Addendnm attached hereto and made a part hereaf for all purposes.
Such other uses as may be permitied in wrifiog by the Lessor.
4.02 Peohibited Uses: Lessee agrees at all tines to conply with the following:

A Lessee shall at no time use, or peunit the use of, the Leased Premises in a manmer that is
contrary to applicable federal, state, county or ity laws, orders, mdinances, 1iles, or regulations,
which shall include, but ot be Vimited to, applicable Federal Avintion Adinisication Tules and
regulations and applicable regolations for the use of the Alrport as way from fime fo tne be
promilgated by the Lesoor

B. Lessee shall vot permit any permanent, unshielded light or iBumination sousce 16 canse
glare as viewed {rom any strect, adjacent propertics or operating aircraft;
3




108 Lesses shall nol cause or parmit the buzia} or storage dhove peovnd on the Leased
Dremises of any bazardons waste or materials, as deficed by federal or state law, except in
accordance with applicable federat, state, coumty o city Yaws, ordrs, ordinances, regulations and
rales, as pay be adopted or amended fom time to time; o
D. Lesses shall not canse or permit amy wse or acdvity on the Leased Premises that would
crexte a hazardous condition for aircraft operating at the Airport,

E. Lesses shall ot allow the Leased Premises to De used for parkdog of metor vebicles,
rootorcycles, or motor driven equipmént by amyone other tham customers, employees, o
contractors of Lessee except as may be authorized by the Director of Public Works, with all such
parking being Limited 1o areas designated by Lessor for such prkdng. Lessee shall not be in
default for the improper parking of vehicles over which neither Lessee nor amy of its subtenants,
customers, employees, or contractors ave any control;

F, - Lessee shall not allow scheduled airline passé};ger operations to be conducted on the

G. . Lessee shall ot permit aircraft to access the Jeased Prenuised from owside the Airport
property such. that such access would comstituie a “through the #a0e” opration probibited by
contracts betwesn Lessor and the State of Tezars or the United States of America,

4.03 Compliance with Minimum Standads; | All activities conducted upon the Leased Premizes, whether by
Lessee or its officers, emplorees, contractors, or agends, shall be in substamiial conformance with Title 3, Chapter V, of
the Code of Ordimamees of the City of Kenrville, Texas, "Afpart Rales, Regwlations, and Mintraum Stamdards”, as sh
regulations exist or may be duly amended from time 10 time by the Lessor te the extaat thar such regulations apply to
Lessee's operations. _

404 Nom-exchmsive Vsss:  Lessee understands and acknowledges that, &5 1o that part of the Airport ot
incinded within the Leased Premises, fe allowable uses permitted herein are on & mrexclusive hasis with respedt to
ather potential provilers of aeronautical services at the Alrport, ‘

: ARTICLE S,
QBLIGATIONS OF LESSEE WITH REGARD TO
CONSTRUCTION OF IMPROVEMENTS

501  Apolication for Building Permit Upon excontion hexeof, Lesste shall make application for 4 building
pernnit (Permit™) with the appropriate governmental agency on or befure 90 days from date hereof for the constrection
of the facilitfes necessary to carry out the pimposes desciibed in Section 4.01 above, axd shall pursus issuance of sach
Permit with reasonabke diligenos. Lessor agrees to cooperate with Lesses: i cbiaining soch Permit, Such faclities o be
constructed shall mctude a haggar on the scuthwestern-most portion of Lot § and a seli-ixling depat,

502  Approval of Conchivetion Plans: Mot Iater than 90 days after comuuencioent of the Leass Tenm and prior
10 any consbucton, alteration, or changes to fhe Leased Premites, Lesces shall submil © the City’s Airport Manager
scaled plans and specifications of such construction, aud a Site vse plan with all draivage and utility services as existing
or propossd indicated thereon. Lesses is solely responsible for ascertaining the regrirements of any and ali, federal,
state, or Jocal government agercies with regard to permil and application procedutes wevessary (0 obtaly final approvals
and building peomits pricr (o beginuing auy consituction on the Leased Premises. Lesses shall not commence any
constroction wndl it has received prior writtea approval from the Adrport Manager and wntil the Lessee or the Lessor or
both have received the necessary approvals from the Federsl Aviation Administration, i City's Building Official, and
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such other governmental authorities as ate necessary for the type of construction comemplated. In those instances in
which the Lessor i5 required to make application for construction or alteration of the Afrport due to the Lessor being the

holder of the Airport Operating Centificaie, the Lessor agrees to prowptly and diligently make and prosecuts such
applications. Once necessary approvals and permit(s) bave been oblained, Lessee shall, nct later than 180 days after
issuance of approval and permit(s), sclely and emtirely at Lesses's cost, risk and expsnse, commenes to constroct, bodld
and ¢rect the Improvesnents in accondance with the final construction plans and specifications hereimabove thentioned.

503 Completion Regniremenis for Seif-fucling Denot: Lesses agrens 1o conplets tostallation and establish
operation of the seif-foeling depot within 180 days from the date hereof

504 Approval of Plans Not Assurance of Design Quality: The approval by the Director of Public Wodks or
anyone elsé acting on behalf of Lessor of any plans and specifications applies only to the conforntity of sach plans to the
geoeral architectaral and operational plas for the Yeased Premises and the Afrport The spproval of (he Director of
Public Works does not constitate - approval of the quality of the architectoral or gogineening work performed, Meither
Lessor nor the Director of Public Works assumes any liability or responsibility for the architecturs] of enginesring design

_or for any defect in-any bulding or fmprovement constrocted from the plans or specifications. Construction of any
conterplated improvernents shall be in accordance with the phan presented 1o and approved by the Director of Public
Works. -All constraction work shall be sthiect 1o jnspection by a represeatative emploped by the Lessor or an inspecior
mmmsmmmmmwnmwmwummmmmmmmm
plans and specifications approved by the Lessor.

5.05 Comraao:r‘shmmm:Bonﬂs: At any time constroction activitics a1¢ wnderiaken on the Leassd
Prepises, Lessee shall require that its contractor or contraciors keep bo fores insarance issoed by a responsible insarance
company or companies autharized to conduct business m the Stafe of Texas inswing the inproveinents during
. construction under Coxnpleted Builders All Risk Insarance, mchnding fire, extended coverage, vandalism and malidions

miischicf, in an amount egaal to the full insurable vatue of sach constroction 25 the same progresses in order to insure
continuity of comstruction and eitimate completion despite damage or desmytion saffered diwing the course theredf,
Ferthermore, Lesses shall require all confractors performing constuction work on the Leased Preanises to provide
payment and performance bonds issued by a responsible beading company or companiss aiherized o conduct bosiness
in the State of Texas for the full amonn of the cost of the construction o be performed on forms which are in
comypliance with Chapter 2253 of the Texas Govermment Code, as amended. The foregeing shall be made 3 part of any
cantract betwesn Lesses and s contractor o contractors, Inlimwmlmdoesanymnmnmdmsﬂﬂnsmﬂ
camplywnhlhcall-nﬁ:mmmnocpmsmnshamﬂ

506 __Jpphm With BuﬂcﬁggCodesand Federal Standlards: ARl improvements o=de to the Leased
Premises by Lessee shall comoply with all applicable City Building Codes and Federa) standards for constmaction of
airport mproversents in effect at the ime constroction cvmmencess as well as all other applicable federal aviation
regulations, if ay,

507 Erncombrance of Leasehold Estate: Lesseo may encomber its leaschold inerest i the Leased Presnises

Yy dead of trust, mortgage, security agreeinent or other scourity interest without the prior written consent of the Lessor as
wet forth in the Addendom attackd hereto.

5.08 Ownership of Buildings, Improvements and Fixipres: Auy and all tuildings, mprrm:nmts (including,
butmthnntedtoanalmmwaysandmdwa’ys} addittons, alterations, and fodimes existing on the Commencerment
Datg or comstructed of placed on any part of the Leased Promises during (ive Leass Term by Lessor o Lassee, shall be
considered part of the yeal property of the Leased Premises, shall semain on the Leased Promises, and shall net be
yemoved by Lesses or any sublessee without the written consent of Lessor, Excepl as otherwise provided in this Leass
or zn Addendnm hereto, inmprovenoents, additions, alterations, and foaures on the Leased Premnises shall become the sole
property of Lessor wpon tenmination of this Aprecrert without compensation to Lasses, it being understood and agreed
by Lesser that the transfer of titke to the Lassor of the tuildings and improvements located on the Leased Premises af the
endd of the Lease Term is additional consideration for this Agresoaent. Notwithstanding the above, Lesses shall have the

5




right at amy ime during Lessee’s corupancy of the Leased Premises, or within a reasensble tis thereafier, to remove
any and all frrdtare, machinexy, equipment, or other trade fixtores, owned or placed by :

Lessee, i, under, or on the Leased Premises; pravided, however, prior to the termination of the Lease Term, Lessee shall
Tepair any damage to any buildiogs or improvements on the Leased Premises resulting from thedr removal. Any such
pereonal property items o trade fixtures which are not remeved ‘within sixty (60) days afier he temmination date of this
Agreernent shall becomoe the property of Lessor as of that date. : :

509 Fadore t Construct Improvements: Lessor shall bave the right, rcisable at its sole option, to
teroonate this Lease Agresment ift

A Leswee fails to comonence constraction of the improvemets required to conduct Lesses's
operations on the Leased Premises on or before the 180th day afer commencement of the Jease
Tenm; ox '

B. after construction of the required irprovements bas commeaced, Lessee fabls to commlete
constmction of e Improvements on or before the weond ambversaty of commencement of
construchion. : . E o

510 Availability of Sanitary Sewer: Lesses understands and acknowledgss (hat the Leased Prevaises is not
- garved with sanitary sswer saavice a5 of he commencemment of the Lease Term. Lesse shall be wolely responsible for
insialling aod maimaining at Lessee’s oot an oresite seaage facility thar comphics with all applicable state and Jocal
regulations with swfficient capacity 1 provide sanitary sewer disposal for Lessee. I (ity extends a sanitary sewer
collection main adjacent t the Leased Prenuises, Lesses agroes it will construct a smitry sewer service line to connect
1o the samitary sewex collection main oot bater than 180 days afler receiving witten soiification from Lessor that the
sanitaty sewer collection main is commplete and ready to Teceive waste, K Lessee bas constructed its facilities and fs
operational at the time of the extension of sauitary sesver service to the Leased Premise, Lessee shall ot be required to
wawﬁ@wﬁetom&ymmmmwmmmmmﬁmmﬁw'smhmw
Syslem :

511 Discharep fo Sapitaty Sewer; Pre-treatment: Lessee shail at no time discharge or allow the discharge
of any sobstapee Into City's senftaty sewer system that is olherwise probibited by feden], state, o Jocal Jaw, ordinance,
or Tegulation. In the evet that pro-treaiment of waste is xequired prior to the discharge into the City's samitaty sewer
mmofmmmmmmmmmmwmmmemmmem
expense in compliance with applicable federal, state, and Jocal Iaws and regulations,

ARTICLE 6.
REPAIRS, MATNTENANCE AND RESTORATION

6.01 Maintenanee by Lessor: Lessor shall, at Lessor’s sole expense, keep in good repair, condition and
appearance the xivays and roadways which have been ox may be coustrucied by Lessor. Lessor shall commence
euired repairs as soon a$ reasonably practicuble after recedving written notice from Lesses thereof. -

6.02 Maintenance by Lessee: Lesses shall, at Lessee™s sole expense, kesy the Leased Premdses and all
improvements of any kind, which may be existing af the commencement of the Lease Term or erected, installed, or
made thereon by Lesses after commencement of the Lease Term, not required herein to be maintained by Lessor in
good repair, condition and appearance. Lessor shall be the sole judge of the qulity of Lessee’s mainienance,
provided, however, Lessor shall pot waxeasonably withhold acceptauce of said repairs or muaintenance. Upon written
notice by Lessor 1o Lessee, Lassee shall be required to perform such reasonable mmrenance under this Section 6,02
as Lessor cousiders necessary. If Lesses does not undertake such maintenance within ten (10) days after receipt of
wrilien notice, Lessor shall bave the right 10 enter on the Leased Prensises and pstfvm the necessary maintenance,
the cost of which shalt be borne by Lessee.  Subject to the provisions of Section 5.7, on the Yast day of the Lease
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Term, or on any sconet texminatior, Lessee shall surrender the Leased Preruises toLessor in the same sondition as
received and clean and free of debris, except for fire and casnalty damages or ordinary wear and tear,

. 603 ‘Trash and Waste Removal: Lessee agrees to cans to be removed from the Leased Premises, at its own
expense, all waste, garbage and rubbish, and agrees vot to deposit same on the Leasal Premises except {eraporarily in
waste or garbage containers provided by Lesses al Lesse’s expense, Lesses firther agress that Lessee will store all
parts, supplies, and other matetials on the interior of tuikdings located on the Lessed Premises, provided, however, that
any parts ot supplies which st be kept outside becanse of volanility of the supply ftem of the size of the part will be
kqnoutafviewat‘lhepubiicuavdmgonpﬁﬁcﬁghmcfwaymabcrammingtmbyﬁﬁmlhﬁmcffuﬁagor
other means of seresning approved by the Atrport Manager,

ARTICLE 7. :
ACCESS TO AND USE OF AIRFORT

7.01 Actzss to Alpor: Lessor shall soaintain all roads on the Adrport. giving secess 1o the Leased Premises in
good and adexpuate condition for wse by cars and trucks and shall maintain free and unintexrupted apcess 1o the Leased
Premises over said roads at all tmes; provided, however, Lessor shall net be in default of this Agresment if access is
interrepted for any of the reasons st forth I Section 16.03, below,

702 Right to U Alrport: Lesses and Lessee's officers, explogess, agents, conteactors, tvitees, and gossts
shall bave the right 10 wse that part of the Airport and its facilities not incloded within the Leased Premises in commxu
with others anthorized to do 0. Such vsr shall be sulject 10 any and aB applicble federal, state o loca!l laws,
ordinances, statutes, roles, regulations, or orders of auy governmental authority, Jawflly exercising hrisdiction over the
Aﬁponorzbeacﬁdﬁwanﬁhﬁnmopermimsofmmhdmganyﬁmimﬁms,micﬁonsormhﬂ:iﬁonsaf&cdug
the aviation activitics or operations of Lesses,

703 Vehicolar Operations on the Ahﬁ§¢ No vehicles of Lesses, its officers, eraployess, agents, comraciors,
invitees, and goests will be operated on, or cross, the rumways of the Airpost except purstant to the Ajrpont Rules and
Regulations. .

104  Airpart Cenification Rules and Regulations: Lesses shall comply with soch miles that pertain fo its
aperation on the Airport woder the Airport Certifications Rules of Federal Aviation Regolations Pait 139, as amended
{14 CFR Part 139, as amended), to the extent such regulations ate applicable to the opezation of the Airport.

7.05 Alrport Seconity Rules and Reenlaticns: Lessee, its offivess, emplayess, agents, contractors, invitees, and
gests shall conply with all federal and local Airpoit Secarity Regulations adopted by the Lessor 28 soch roes and
regulations exict or may hereafler be amended  LESSEE AGREES TO INDEMNIFY AN HOLD BARMLESS THE
LESSOR, ITS OFFICERS AND EMPLOYEES, from any charges, fines or pezalties dat oy be assessed or Ieviexd by
the FAA or the Texas Departrnent of Transportation by reason of the NEGLIGENT OR INTFNTIONAL FAILURE OF
LESSRE, ITS OFFICERS, EMPLOYEES, AGENTS, CONTRACTORS, INVITERS, AND GUESTS to comply with
such Airport Secuity Regniations,

106 14 CER. ¥art 77 Requirementss Lessee agrees 10 comply with the cotification and review TeCQUETETmS
st forth in Part 77 of the Federal Aviztion Regalations [14 CFR Pant 77] in the event any future strachims, antenna o
building is planned for the Leased Presiises, or i the event of any planned modification of auy present or firture
buikling, amtenna or strectere tocated on the Leased Premises.

7.07 Control of Strnctures: Lessee shall not erect nor peonuit the erection of any structure or ebject, nor pernit
the growth of any tree on the Leased Premises which highest point is above a moan se4 level elevation estsblished by the
FAA and Lessor as a height limitation on such structures or objects. Lessor reserves the yiglt (o enter ipon the Leassd
Premises and 1o remove (he offending strocture or object and et the offending tree at Lessta’s expenge,
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708 Aerial Aporoaches. Lessor reserves the right to take amy action it considers pecessary to protect the aerial
approaches of the Alrport against cbstruction ogether with the right to prevent Lessee from erecting or permitting to be

erected any building or ether structure on or adjacent 1o the Arport which, i the cpinien of the Lessor, would lmit the
ngefulness of (he Airport ot constitute a hazard to aireraf?,

709 Right of Qverflight: There is hereby teserved to the Lessor, for the use avd bexefit of the poblic, a right of
ﬂ;‘ghtforttwpasageofahmaﬁabwcthesmﬁmafﬁmlﬁmd?rmﬁs:s, ogether with the right to canss . said

airspace soch noise as may be inhereot in the operation of aircraft, now known or hereafler nsed for pavigaton of or
flight in the air, using said afrspace for Janding at, taldng off from or operating on the Airpert.

ARTICIES.
INSURANCE

80l Lessce's Minimmm Tasorapce Amounts: Lesse shall obiin and noaintain continuoosly in effect at all
ﬁnmsdur‘mg:hch:aseTcmz,am'swemmmﬁmfdlmmgmmmwhhamw
cartiers Licensed to do business i the State of Texas and satisfactory tothe Lessor: . ’
A Commercial General Lisbifity Insurance against ¢laims for bodily injury, death, or
propetty damage occwTing on, i or abont the Leased Premises, or any other portion of the
Alrport, in at least the amount of $1,000,000.00 per individuat, $2,000,000.00 per eccurrence and

$1,000,000,00 with Tespest to propesty dawage. Ju the event that the Texas Torts Clalms Act, as -

amended (Tex. Civ. Prac. & Rem. Code §101.001, et seq.) or its sxcoessor statute, is amended to
increass the amount of Hability of mumicipalities for acts described in said Act above the levels set
forth fn this Section 8.01.4, Lessee aprees (0 increase the amount of ingrance coverage required
by this Section. $.01.A. o an wmount sufficient to provide covirige to the level of potential
liability per oeemuence under said Act; and

B. Axtomobile Liability Coverage on all motor vebicles owned and/or operated by Lessee ox
its employees on the Leased Premises or other Afrport property in amounts of not less that
$500,000.00 combined single Jimit or equivalent; provided, however, separate amtomobile
ceverage shall not be reqaired if such coverage is provided under Lesses's comprebensive general
iiability policy.

C. Property and Casualty Insorance on mprovements constructed on the property, whether
ovwned by Lessee or Lessor, insering against loss or dawage to improvernents dus to fire, Eghtning
and all other pexils included in standard extended coverage policies, and vandalism and rmalicious
mischief, all in amounts of not less than ninety percent (90%) of replacernent value;

D. If redquired parsnant to Article 3-V-10{a.)(2) of the Code of Ordinances of the City of
Kerrville or its successur ordinance, Hangarkseper’s Liability coverage in the minbmum amounst of
$1,600,000.00 per occurrence unless similar coverage exists under the requized general liability
wolicy;

E. Frvironmental Liability Coverage in the amount of net Iess than $1,000,600.60 per
OCCUTICRCE.

802 Lessee's Coverage Primary: Al inswramce hevein requined shall apply a5 porimary aad not in excess of or
contributing with other lusarance which the Lessee may carry. Insorance provided prusuant to Section 3.01 shall name
the Lessor as an additional insured or loss payee as the case may be. The comprehensive general liability policy as
provided in paragraph 8.01.A. shall provide contractual Bability coverage sufficieotly traad 50 25 to include the lisbility
assumed by Lessee i the indermmity and hold barmless provisions included in Aticle 9 of ihris Agreesnent,
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8.03 Contents of Gemeral Lishility Poliev: Lessse’s Conaprebensive General Liability policy shall protedt e
Lessot and Lessee against amry 20d all Hability to amy person or petsons whose property doxage of personal injory arises
out of or 35 in comection with the ocapation, use, or condition of the Leased Premises or 1esulting from any ifury o

damage ocowring on or abont the roads, driveways or oxherpnbﬁcasmsofﬂmLcas@dPrenﬁséswhylm its
officers, emplayees, ageats, contractors, invitess, and guests at the Airport, whether or nil such daxmage or irjury i the
result of negligence of the Lessee or its officers, eraployess, sgents, contractors, fuvitses, and guests.

204 Cancellation; Certificates of Tnsorance: Lessee’s insurance as required by this Agreerment shall not be
subject to cancellation. or waterial alteration uutil at least thixty (30) days writien notice has beem provided t the Lessor.
Lessee shall formish to the Lessor, annually, Certificates of Insirance showing Lessor as an addifional insared and
evidencing that all of the herein, stated requiremnems have been met.

805 Lessar's Right to Purchase Ingrance: In the event such insarance as required by Section 8,01, above,
shall lapse, the Lessor reserves the right to cbtain such insurance at Lessee’s expenss.  Upon demand from Lessor,
mmmmmmmmdemmonm'sm

- ARTICLE ¢
INDENMNITY,

901  Generlly, LESSEE AGREES TO INDEMNIFY, DEFEND, AND HOLD HARMLESS THE CITY,
COUNTY, AND THEIR RESPECTIVE, OFFICERS, EMPLOYEES AND AGENTS from and against any and all loss,

damage, liability, claims, demands, costs, charges, expenses and causes of action inchuding all costs of defense thereaf

(and inchuding reasonable attorney fees) of whatscever character which the Lessor may incur, sustain, or be sebjected to
on acooumt of loss, damage to property and Joss theseof and for bodily fxfury to or death of any persons (including but
not Limited to the property, employees, customers, contvaciors, agenls, mvitees aod licemsees of each party lereto)
ARISING OUT OF THE CONDUCT OR OPERATIONS, MNEGLIGENT OR OTHERWISE OF LESSEE ITS
DIRECTORS, OFFICERS, FMPLOYEELS, SUBLESSERS. CONTRACTORS, SUBCONTRACTORS OR AGENTS
on the Leased Premises, The Lessor will give Lessee proinpt notice of any claim made ox suif instinuted which in any
way affects or rmight affect The Lessor, Similardy, Lessee will acoond the Lessor the sane xotice and rights.

902  Eovipmental Matters: LESSEE AGREES TO INDEMMNIFY, DEFEND, AND HOLD
HARMLESS CITY, COUNTY, AND THER RESPECIIVE QUFICERS, EMPLOYEES, AND AGENTS from and
apainst any loss, costs, damages, claims, assessuoents, fines, aod/or penslies (including reasomable attorney’s fees)
(together referred 10 35 “Lossss™) which may be iscurred by or levied against ANY OF THOSE HERERN
TIDEMINIFIED BY ANY PARTY, INCLUDING B LRAITED THE US. ENVIRONMENTAL
PROTECTION AGENCY OR THE TEXAS NATURAL RESOURCES CONSERVATION COMMISSION OR
THEIR SUCCESSOR AGENCIES as the result of Lessee’s construction, operation, or maimenawce of any acrat
painting and refinishing ficility on the Leased Premises. As used in this Section 9.02, the 12rm Losses shall inclode, but
2ot be limmited to, any losses, costs, dumages, daims, assessments, fiees or penalties, induding fut not limited to oost of
remediation, resulting frorn the contamimation of any soil, water, or air by hazardons myterials discharged by Lesses, ar
by Lescee's officers employess, agenfs, sublessess, invitees, licensees, guests, trespassers, or contraciors, either
infertionally or neglipently, futo the soil, water, or air.

ARTICLE 10,
UTALLTES

Lessoe shall be solely responsible for the payment of all electric, telephone, water, refiise, ratoral g5 and other
public utility services used on the Leased Prewmises. ‘

ARTICLE 11.
SIGNS
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11.61 Consent Requized: Excert with the paior wiitten consent of the Airport Manager, which shall not be
unreasonably withheld, Lessee shall not erect, waimain or display any sigrs or any advertismg at, or on, the axterior part

of structures on the Leased Premises, or inside amy buildings located on the Leased Preqises 5o a5 1o be visible throngh
the window or exterior doors therof,

11.02 Removal on Termination: Tpon the termination of this Agreement, Lessce shall remove, cbliterate ot
paint cut, as the Lessor may ditect, any and all signs and advertising on the Leased Premises or ekewhere at the Airport,
and in connection therewith shall restore the Leased Prainises lo the same copdition as paiot to the placessent of any such
agns or advertising In the cvent that there is a faltare by Lessee to 50 remove, obliteste or pam? ont each and every
sign or advertising and so to restore the Leased Premdses, the Lessor may, at il option, perform the necessary work at the
expense of Lessze, and the charge therefor shall be paid by Lesose to the Lessor on demand. In certain dircamstances,
the Lessor may elect to allows spacific sigas to remain 2t the lenmination of this Agreerment. Such signs shall be
identified amd agresd vpon oxutually, in writing, by Lessee and Lessor,

| ARTICLE12.
ASSIGNMENT AND SUBLEASING

12.01 ° __“m At 10 time shall Lessee sublease any povtion of the Leased Premises or assign

its interests or obligations in this Lease Agrecraent without the written consent of Lesxr, Azrymchasstgnmor
atiempred assigonent without Lessor's consent to same shall be vold.

12.02 Assipninent by Lessor: Lessor may transfer and assign this Agresment to any soccessor in interest of
Lessor to whom the Afrport may be sold or assigned; provided that the successor in interest shall execute and deliver to
Lessor, with copy to Lessee, an bxgroment assuming the lawiul chligations of Lessor under this Agreement.

ARTICLE 13,
TAXLIENS

1 essee shall be solely respensible for the collection and payment of all applicable federal, state, and local taxes,
inctoding, but ot liraited to, sales, use, fisel, amisement, or excise tax required {0 be collected and paid over by Lessee
0 the appropriate tmxing anthority.  Furthenmnore, Lessce shall be tesponsible for the paymerd of any applicable ad
valorem taxes and any taxes on Lessee’s personal property located on the Leased Promises. Tessee shall at no time
pam:itheforedmtreofanytathwlmslcasehoidmmestmﬁnlcas&dhms:sorﬂwbuﬂdmgs,mmor
other improvemerds located on the Leased Prevvdses, The Lessor shall have the dght to pay such taxes due afler Lassee’s
refnsal to pay such taxes, and vpon dersand Lessee shall wimburse the Tessor for the amoumit of taxes paid plus amy
penalties, futerests, and altoteey’s foes incurred, subject to Lessee’s right to challenge the validity of such taxes in whole
of ba yart. o the evert that Lessee is soccesstil in any challenge regarding the payment of auy tax, the Lessor shafl be
subrogated to any recovery dbtained by Lessee to the extent of the amonnt of taxes, nfexests, penalties, and atlomeys
fees previowsty paid by the Lessor and not alveady reinbursed by Lessee.

ARTICLE 14,
DEFAULT AND REMEDIES

1401 Defmlt by Leseer The following shall be deemed o be cvents of default by Lessee noder this

A. Lessee shall fai! to pay when due any installmen of rent or amy other payment
recjuirexd pursuant to this Agrecment,

B. Lessee shall sbandon any substantial portion of the Leased Premises;
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c, Lessee or amy guarantor of Lessee's obligations hereunder shall file 4 petition or ba
adjudged bankrupt or insolvent onder agy applicable federal or stae bankruptcy or insolvency law
or admit that it cannot mest #s finzncial cbligations as they become due, or a receiver or trustes
shrll ke appointed for all or substantially all of the assels of Lessee or any guarantor of Lesses's
obligations hereunder,

D. Lessen or any-guarantor of Lesses’s obligations hercunder shall make a transfer in fand
of creditors or shall make an assignment for the benefit of creditors;

E. Eessee shall do or permit to be done auy act that results in a Hea bemg filed against the
Leased Premises;

F. The li;:{uidatiou, termination, dissolution of Lessee ¢ amy guarmdor of Lessee's
obligations hereunder; or

G, Lesses shall be in noncomphance with any cther term, provision or covcnant of this
_ _Agmcmem. other than those specified in subparts A through F. above,

14.02 Termination Upon Lessee’s Defmit: Fxteptforanwmafdm%nnmiungﬁumthcﬁlmgnfapmon
in bankrupicy, if an event Of default by Lessee shall contime for ten (10) days afler seviee of notios of such event of
defiyult by Lessor i Lessee, Lessor may give notice of iis election lo terminate this Agrecunent, and thivty (30) days after
, sexvics of such noties of election 1o texminate, this Agrezmert shall cease and termminate a8 #f the day of Lessar’s election
were the day originelly fixed for termination of this Agreement.  Such election 1o termimate by Lessor shall not be
constroed as a waiver of auy claim it may have againgt the Lessee consisterd with axh fermivation. 1 however, the
evat of defanit is of such mature that it cannot reasombly be remedied within ten (10) days. after recsipt of notice by
Lesseg, and if the Lessee shall have commenced curing such event of defmlt within ten (10) days after receipt of sach
potice, and shafl comtimupusly and diligently procesd in good faith to core sach event of defhult, then the pericd for
curing the event of defanlt shall be extended for such lemgih of thme as is reasongbly necessary 10 cure the event of
defanit. Forthermore, if the event of default is the result of Lessee filing a petition in bankerupicy, then termination shall
notoccurwﬂ&ttwn‘usmm&:ﬁn}pqlmsfaﬂr:dtoxaiﬁytmslwsemﬂlmm(w)da}sfnummgthedaleofﬁlmg
of the petition in bankruptey.

14.03 Atendommoent of Bosiness by Tescee: Lesses finther agrees that the standomment for a period of thirly
(30} days by Leswe of the conduct of its basiness activities at the Airport shall termdnate Lessee's rights under this
Agreement. By so lernimting this Agreement, Lessor doss pot waive any other claimoor 1ights against Lessee, For the
paxposes of this paragraph, the term “abandomment” shall swean the faiture of Lesser o be open-for business on the
Leased Prenises except in the case of war, strike, catastrophe or capses beyond Lessee's cuntzol.

14.04 No Remedy Pclusive: Mo remedy herein confermed upon or resarved 1o the Lessor or Lessee is
intended to be exclusive of any other availeble reinedy or reredies, but ¢ach and every such reredy shall be commlative
and shalt be in addition to every other remedy given wikder this Agreemant or herzafier existing wnder law ¢r in equity.
Mo delay or omission to exercise any vight ot power accruing wpon axy defilt shall fupair any such tight or power or
shatl be construed 1o be a waiver theseod, bt any such right and power may be exercisd from time 10 time and a5 often
as may be deenned expedient. Tn. order to entitle the Lessor amd Lessee to exercise any remedy reserved to it i this
section, it shall pot be necessary 10 give any notice, other fhan sach potice a5 may e herein expresdly required 14.05
No Waiver of Breach: Lessor's failore or delay in declaving the eastence of an event of default by Lessee shall not be
construed as a waiver thereof, nor shall it be constried so as to waive or to lessen the ight of the Lescor 1 insist upon
the perfornmmee by Lessee of amy term, covenamt or condition hereof, or to exerciss any rights givea it on accourt of any
such event of defantt. A waiver of any pasticolar event of defandt shall not be deemed % bea walver of the same, similar
of any other subsequent event of default.
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1406 Expeditious Action. Nomﬁhaamingwypmviﬁonaswmﬁoemtﬁsmhﬂﬁnmmmif
inlmor’smmblejudgmemﬁ]emnﬁnnanmufauycvcnxofde:fa'u]tbymeefortbcﬁlﬂpeﬁodoﬁhtmﬁoetome
thccvcntofdefmﬂmﬁ.ljoo{xsrdi:zemecpaaﬁmofme.ﬁkmnormadghmofthclmrormemﬁrpmm
Lessor may, without netice, elect 1o perform those acts in respect to which Lessee is in defmlt. Lessee shall reimburse
wawmymwmbleandmwmmmmdbymelmpmmmmmsm14.06.' :

14.07 Default in Rent Payment: Notwithstanding amything to the contrary above, if there shou'd be any defanlt
mﬂmpaymmbymofanyms,fmmchargmémmimraspmﬁdedhm the Lesser may give Lessee 2
tm(lO)daymittcnm&wmmyaﬂmmsﬂmmnmmopcmﬁmandfmmkmmmmm

(10)flaypmiodmaxhbngerﬁmasLﬂmmaysafonh,lme’srightsmuderthe:\grmnshalltenmmm. Bys

terminating this Agreement, the Tessor does not waive any other caim or fights against Lessee. However, if such
monetary defanlt cousists only of underpayment of a dispated and uriliquidated sum, wnder $1,000.00, the termination of
ﬁﬂsAgn‘wmcﬁmzybefwwﬂmbymnﬁerofmeﬁqm&mdmanddnposhcfﬂxmhwoutmvmsyi:lesmnw.

ARTICLE 15,
TERMINATION BY L ESSER

. Excepm'forﬂmpaynmtbyl@actoLmerofremsoroﬂnramoﬁmsﬁasxmm'o;amuedbmmwm
Lzsse’eshal]bavetherighttotmmfnazcmisAgﬂmnminisefxﬁmy,andaﬁﬂglnwndobligaﬁonsenmhagﬁmcﬁom
immediately upon the aocarrence of the following: :

A, The issuance of any erder, rale or regulation of the Federal Aviation Admipistration, or its successor
Federal Agency, or other competent government authority, Federal or State, or the issuance and execution
of any judicial process by any court of competent jurisdiction, materially wstvicting for 2 period of at least
sixty (60} days, the usc of the Airport for 2eronavtical purposas, provided that none of the forégoing is due
to any fault of Lesses; or -

B. The material restriction of the Lessor's operation of the Adrport by action of the Federal Govermment, or
any department or agency thereof, under its warlime or emergency powers, aud the contionance thereof for
a peried of not Jess than sixty (60) days, provided however, that withuat prejudice to the rights of Lessee to
teritat; as above provided, the Lessor and Lesses may mutoally 4gree toadjust fees and charges; or

C. Material restriction of the operation of the Airport arising from Lessor's faiture 1o maintain and keep in
repair the Ianding area of the Adrport. :

Humlmnhmathi#mforany of (e Teasons sot forth in this Articke 15, Lmrshaﬂpmmpﬂyiepay
Lmeanylempmdmﬂypaidbﬂmamﬂ)wablemmepmiodfoﬂowtngmedmdmchmrmmaﬁm

ARTICLE 15,
MISCELLANEOUIS PROVISIONS

1601~ Domages: LESSER HERFBY RELEASES CITY, COUNFY. AND_ THER RESPECTIVE,
OFFICERS, EMPLOYEES, AGENTS AND CONTRACTORS FROM. LIABILITY TO LESSER FOR_ANY
DAMAGE 10 THE PFRSONAL PROPERTY QF LESSER including its aircra®t, cansed by the act of degtipence of
any of thoss hereby released or any other user of the Airport, the bursting, leaking or maning of amy cistem, water closei,
wasle pipe, tank, waler, gas, steam or sewer pipe, or ofl and/or gas pipelines in, sbove, wpon or abowt the Leased
Prevuises, the Alrport, or axy part theteof, any beating, gas or electrical deviee, or vehicle, or any fleoding or other
weather relgted casosliy.
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16.02 Quiet Evjovment: Uponthepufommmcofthcoevmmmndagc&:mmsonthepmufﬁxmm
mmmm,mmmmlym@mewmmpmmm
licsmses and privileges granted in this Agreement,

16.03 Force Majewrer Neither the Lessor ror Lesees shall be deemed $a violatian of this Agreemert if 1t is
piewented from performing any of its cbligations hersunder except the obligation © pay rent by reason of strikes,
boyentts, Mrdqmm,mbmgos,shommdmmadeOf&swbﬁcmmy,mof&mim
goveownental authoclly, weather conditions, floods, ricts, rebellions, acts of sabotage or any ofher ciroumstancss for
which it is wot responsible or whtich are ot in its control,

1604 No Parnership, Agevcy, Joint Venture: 1t js mually understood znd agreed that nothing in this
Agmemcmismmxhiorsm]lbcoonstmedasinawwaycreaﬁngormblishingmpmmmhip,john\me,agmcy‘
ormoﬂmmhﬁomhipbﬁwemthclmrammoﬂmumnhmﬁwdamhmﬂ, respectively.,

16.05 Dispection by Lessor Lessor may ¢tex upon the Leased Premises 4t amy reasonable tme for any
Wn&mm,md&nmlmmwnnmedv&mmcpmfomameoﬁmr’sobﬁgaﬁous hereander, or in the exerisa
ﬁﬁsgwemmmﬂ&nﬁiongﬁrﬁmp%mmﬂym%mﬁrmmﬁngmmmmem
Preznises, or doing amy and all things Lessor is obligated to'do, or which 7y be deemed by Lessor necsssary or
desirable for the proger conduct and operation of the Airport or the protection of Lessor’s interests,

}6.05 Conformemce with Rules and Regulations: The vse of the Alrport by Lessee shall be subjoct to any and
ali rules, mgulaﬁonsaudommvdﬁdxammwmﬁxcegrwhichmaybehamﬁeradqmibymeimwhh
respect to the operation and use of the Airport, Tam 1o such rules, regutations, or ondivances shall increase the Base Rent
payablebylmun&snhislmormhﬂvdmmammyandahmsdyaﬁ%ctm’stemneoﬁhﬂltasedmm
wmader this Leass, Furthermore, ﬂﬂsAgmcmﬁniaadImc’suseofﬂmAi:pcﬂshaﬂbesubjtstmanym:daﬂa;pﬁmbze
Iaws, ondingmess, vesolotions, statudes, rules, regulations or orders of any federal; Stats or Jocal governmental anthority
Fawfully exercising jodsdiction over the Arpon of the activitios and business operations of Lessee, incloding ary
Hraitations, restrictions or protibitions affecting the aviation activities or operations of Lessee,

1607 Lictnses and Permits: lmhaebyagtmﬂmitshalmitsmacpmscandmsgpmmandobmm
all Tawinlly required licenses and pernoits, certificates and other anthorizations required by any soveramental autherity,
in conmection with or covering the operations or activitiss penmitied to be performed by it undar the provisions of this
Agreament. ,

1608 HNatices: Neﬁoesprovidedﬁ)riumisAgxmmsllaﬂbaeiﬁnrbanddeﬁva'aiormtbywﬁﬂednmu,
return reciipl requested, postage prepaid, and propedy addressed as follows:

I to Lessor;

City Manager

and Ajypoit Mamager
200 Junction Higheay
Kerrville, Texas 78028

County Judge

Eeérr Comty Courthonse
700 Main Steet
Kuarville, Texas 78028

If o Lessee: Yoseph L. Kennedy Enterpriseg, ILtd,
/o JLX Managenent LYL.C,
1875 Alrport Loop Road
Keriville, Teas 78028
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Thspmﬁalmychangzﬂnmmmaﬁmoraddmforcﬁivm of notices from tiee to time by seoding writien notices
to the other party. AHmﬁcssshaﬂbcinmﬁtngandcﬂ“wﬁwoulyuponacmalreoejpt

16.09 Governing Law and Vegue: This Agreement and all of the transacions contersplated hesein shall be
governed by and construed in accordance with the Jaws of the State of Texas, Veme for amy cause of action shafl be ina
court of competent furfsdiction in Xerr County, Texas, . )

. 1610 Seyerability; Ifauypmviﬁonof&isAgreemlisinmﬁdwmmfombl&lhisAgm&mtmﬁnﬂbe
ccnsidmdsemableasto&mhpm&siuu,andﬂwmmdcrufmisweexwmshaﬂmnminvahdandbindingasthough
such tnvalid or urenfurceable provision vare not included herein,

16.11 Cartigns: Section headings are inserted herein only as 2 matter of convenience and for reference, and in
10 way defines, Hinits or deseribes the scope of intent to any provisicn berein,

1612 Use of Language: Words of auy gendler used in this Agrecroent shall be held and construed 1o inchude
anyotlmgendex,mdnvdsin%ingxlms!mﬂbehddtohdﬂcﬁmplmﬁud&ﬂwmmmmm

1613 Counterparts: This Agreement may be-executed in mutiple counterparts, each of which shall be

deerved as original, and all of which constinate bat one and the same instrament,

16.14 Development of the Airport: Future developraeat, changes, alterations, modifications oF improvessant 10
the Airport shall be at the sole discretion of the Lessor, subject only to-such nofification 10 Lesses that the Federal
Ayiation Admiuistrations may dictate. The Lessor will strive not to hinder the Lesse's Gperations in carrying out the
provisions of this paragraph

16.15 Relocation of Facilitics: In the event Lessor requires any portion of the Leased Premises for exparsion

ordmﬂcpmmiof&cﬁrm:glmmmhssdeawﬂmﬂghi,onsix(ﬁ)mombs’mﬁce,mmlmcl.m .

to substandally similar facilities at another generally comparable site Tocated on the Airpott. Lessor resgrves the night to
retake mivor uminproved portions of the Leased Premises, such as will not substantially ioterfere with the Lesses's
improvements or operations, without compeasation (o the Lessee, provided that the rert shall be abated 45 to that portion
of the Leased Premises which Is taken back by Lessor,

16.16 Subordization to State or Federal Apreements: This Agreertent shall be sobordinate to the provisions
and requieracats of any existing or future agreement between the Lessor and the United States or the Lessor and the
State of Texas, relative to the development, operation or maintenance of the Aleport.

1617 o Bxclusivity on_Aeromaufical Servicess Nothing herein contaived shall be construed to grant or
authorize the granting of the exclusive right to provide seromautical services to the Jrablic as prolibited by Section 308(a)
of the Federal Axiation Act of 1958, as amended.

16.18  Discrimimation Prohibited: The Lesses, far itself, its officess, legal representatives, snocessors-in-
interest and asdigns, as a part of the consideration keresf, agrees (1) that Do [R7s0n o0 Ay prommds including mes, onlor,
sex, national origin, veteran siats or disability shall be excloded froo participation i, denied the benefits of or be
otherwise subjecied to discrioination in the use of the Lewsed Premisss; (2) that in the conststion of any improvements
on, over ar undex the Teased Premises and the fumishing of services thereon, 10 person on the grounds of race, sex
color, vetional origin, or disability shall be excluded from participation in, dended the tenefits of or otherwios be
sabjected to discrimipation; (3} that the Lessee shall use the Leased Premises and the Adrport in compliance with all
other requirements imposed by, or pursuant to, Title 49, Code of Federal Reguofarions, Department of Transportation,
Subtite A, office of the Secretary, Part 21, Nondiscimination in Federally-Assisied Progranis of (he Department of
Transportdion-Effectuation of Tille VI of the Civil Rights Act of 1964, and as said regulations may be-amended. In the
ovent of breach of any of the above nondiserimination covenants, ﬁwlmsbaﬂgivenoﬁoeuﬂhcaﬂcgedb:mhand
state with particularity the basis of, and the facts on which, the alleged breach s comred, {.essee sball have af Jeast
thirty (30)daysm“d:idltommsaidancgedbmchbydiminaﬁngfcmingwyuxﬂ:breach,msmhaddiﬁomﬂpaiodas
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may be reasonable ond necessary to conplete the same. If soch alleged breach is not 3o cured by elimmating/ceasing
any such breach within such peried, Lessor may upon, writien notice to Lesses termminate fhis Agrestnent.

16.19  Entire Agreerent: This Agreement ebdies the entire agreament between the Lessor and Lesses,

and supersdes all prior agreereents ard understandings,

whether written o oral, and all comternporanesus oral

agreements and wrderstandings relating to the subjoct matter hereof. This Agreement shall not be changed, modified,
discbarged or extended, except by written instroment duly execuled by Lessor sind Lessee. The partiss agree (hal no
representations or warrarties shall be binding vpon citber party unless-expressed in writiig in the aforesaid Agreement,

SEX ADDEMNDUM ATTACIEYD HERETO AND INCORPORATED HEREIN FOR ALL PURPOSES.

71.”%‘“’ F, the parties hereto bave cawsed this Agreement o be lepally execoted i duplicate
this_S * day of 2003,

LESSOR:

)
4744 :

o Iﬁfloﬁn’—ﬁzvis, Chair, Airport Board

ATTEST:

LESSEE:

JOSEPH L. KERNEDY ENTERPRISES, L1D.,,
a Texas limited parnesship

By: A MANAGEMENT, LL.C., a Texas lirmited

- Hability co ¥ >
s
%%:nmdx I, P _ﬁh

COUNTY OF KERR, TEXAS

5 e Y
Par THley, Cogimy Jadge

ATTEST:.
;Z?’

Brenda G, Craig, City Clerk

Bromdle O Mcﬁwa“W

APPROVED ASC/FORM:
Michael C. Hayes, City p[ﬁjlm,

Jajiett Pieper, Covnty Clerk

AFPROVED AS TO FORM.

A
3

Daviddd Midley, Coljity Altorney

i
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THE STATEOF TEXAS §
COUNTY OF KERR §

Y-
This instrement was acknowledged before me oa this (] day of %2%5@4 , 2003 by Dr.
John Davis, Chair, KerrsilleKerr Couny Airport Board, for theICERRV]]J.E UNTY ARPORT BOARD,

on behalf of sail BOARD
T, RN
a0 ST RUAL 1 R ST L

THE STATE OF TEXAS §
COUNTY OFKERR  §

Thmxnsummmadmo“iedgedbeMmonthJs /3/!(@01" JUME 2003 by PAT
TINLEY, Connty lidzs Sur SOLRRRMEBRISTENAS, on behall of said COUNTY OF KERR, TEXAS:

i B oty
% " ; " Comm EXP.OGM‘

. Notary Pobiic, Swie of Texas

GAF RN ST
= YA PO TR
PR

THE STATE OF TEXAS §
COUNTYOFKERR.  §

‘Hns msrnunem was admcwledgnd before me oo this 18%,.@ of ),LU;\Q , 2003 by
BT A dopgaosfodyr-$Y OF KERRVILLE, TEXAS, on behalf (zf said CITY OF KEIRRVH.LL

S‘%E JENA CHACON

mmmdm b

| s T | o Chastn
PR : i Negary Public, State of Texas
“THE STATE OF TEXAS §
COUNTY OF KERR §
This instroment was acknowledged before me on this day of ]:. 2003 by

JOSEPH L. KENNEDY, JR,, Presient of JLX MANAGEMENT, L.LC a Texas Tiited Yiability company, Genetal
Partnes of JOSEPH L. KENNEDY ENTERPRISES, LTD,, a Texas linxited partvership, on behalf of said parmership,

I o Choean

SRR JENA CHACON Notaty Piblic, State, of Texas
Nolaty Puti, Siamy of Tases
‘* *r Ly Commbsion Bpine

%‘3’\- 1&})

JANUARY 15, 2008
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HCSB, a state banking association
1145 Junction Highway
Kerrville, Texas 78028

o

kgéﬁmg?[ 2,./ , 2012

Kerrville-Kerr County Alrport Board
and City of Kerrville

and County of Kerr, Texas

800 Junction Hwy.

Kerrville, Texas 78028

Re:  Estoppel and Consent Agreement by and between Joseph L. Kennedy Enterprises,
Ltd., as Tenant, HCSB, a state banking association, as Lender, and Kerrville-Kerr
County Airporl Board, as Landlord

Ladies and Gentlemen:

In reference to paragraph ! of the above-described Estoppel and Consent Agreement, the
undersigned Lender, hereby agrees to notify you if any time the Notes and Security Documents
therein referenced are “rearranged” (except changes in the terms of the Notes such as rate and
maturity) and no “rearrangement” shall alter or modify the Lease (therein defined) without your
prior written consent,

Very truly yours,
HCSB, a state bankipg assgciation
Y: AZ 7%42
LY
3

B
N

S




Agenda ltem:

2E. Purchase of a backhoe from ASCO Eguipment in the amount of $92,566.18.
(staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Approval of purchase of a backhoe from ASCO Equipment.

FOR AGENDA OF: February 14, 2012 DATE SUBMITTED: February 2, 2012
o
SUBMITTED BY: Mike Erwin W CLEARANCES: Todd Parton
Director of Finance City Manager

EXHIBITS: Contract Pricing Worksheet

APPROVED FOR SUBMITTAL BY CITY MANAGER: (/W

Expenditure Current Balance Amount ' Account
Required: in Account: Budgeted: Number:
$ 92,566.18 $ 95,000 $ 95,000 02-885-504

PAYMENT TO BE MADE TO:
REVIEWED BY THE FINANCE DIRECTOR: )¢

SUMMARY STATQM ENT

In the FY2012 Approved Budget the Wastewater Division budgeted $95,000 for the
purchase of a backhoe. The backhoe is being purchased from ASCO Equipment, an
approved vendor with HGACBuy, a cooperative purchasing agreement.

RECOMMENDED ACTION

Recommend approval of purchase.




CONTRACT PRICING WOKKSHEET
“ J‘Jéaa(:deuy For Standard Equipment Purchases

Contract
No.:

Date

M06-
e Prepared

ll ]4"(2]

This Worksheet is prepared by Contractor and given to End User. If a PO is issued, both documents
MUST be faxed to H-GAC @ 713-993-4548. Therefore please type or print legibly.

Apme. iCity of Kemnville Ceatracter: |ASCO Equipment
g:::f iShannon Flowers P";;:‘d Ross Loewe
Pheae  1830-258-1131 Phove:  1210-333-8000
Fac  1830-792-6644 Fas: 1210-333-6137
I Enail: §Sha nnon.Flowers@KerrvilleTx.gov | Email:  irloewe@ascoeq.com !
P;::," 0sJ Decriptica: 1 Case 580 SuperN Wide Track 4 wheel drive I
|.~\ Product Ttem Base Unit Price Per Contractor’s H-GAC Contract: | $58.734.15]
B. Puhllshe(l Oplimls llmmze helo“ - Atlm:h additional sheet i necessar\ IncluthI Option ('odc in desu ipllon if apphmhle e |
(Nate: Publishad Options are aptions which Were submitted and pmed in Confractor’s bid.) 5 2 . 5
Description Cost Description Cosl "
Powershift S-Type Transmission included|Extendahoe 53.615.30"
Ride Control $729.00fHeavy Front Countenweight 5245.70"
Tool Box $99.90] Switchable Pilot Controls w/ Powerlift i S1.385.10
24" backhoe bucket $£775.00{Flip Over Stabilizer Pads : $475.20
93" wide, long lip, 1.3 cu yd loader bucket $1,479.60
2 door cab w/ heaterand a’e §5,564.70
Deluxe Cab Package §761.40
Radio $135.00
Deluxe Air Suspension Seat §245.70
Subtotal From Additional Sheet(s):
i " Subtotal B: i S15.511.60
C. Unpublished Options - Ttemize below - Attach additional sheet if necessary e
(Nate: Unpublished options are items which were nat submitted and priced in Commctor's bid) - 2 :
Description : Cost Description Cost
24" V-bhottom rock bucket $1.575.00
Hydraulic Thumb Kit $2.800.00
Upgrade to 4-in-1 front loader buckel $3,720.40
Front auxillary Hydraulic kit i $3.875.00 |
Illi-dinzc!innal auxillary hydraulic backhoe kit $5.650.00 Subtotal From Additional Sheet(s):
| Subtotal C: § _ $17.6204(]|
Check: Toal cost of lIn;mh]ish.ed Options (.C) cannm.excced 25% of the total of the Base Unit Furddsarsaaaction ihe percentagels 24 n‘||
Price p]us Publiched Opilom (A+B).

e

|| "~ Quantity Ordered: 1 | X Sublotalof A+ B + C:|| S91.866.18 = Subtotal D: | _ S91.866. lsl
E. Trade-Ins / Special Discounts / Other Allow ih(’esl}retght!!nslal}a!ion / Miscellaneous Charges 0 @00 e R
'7 Description Cost Description Cost
"Factor)' Freight $1.500.,00
"Dcli\'cry to City of Kerrville $200.00
"One tinie courtesy discount -$1.000.00

i | subtotal: $700.0
Il _ Delivery Date:; 60-90 Days . Total Purchase Price (D+E): || s92.566.14




Agenda ltem:

2F. Amend the professional services agreement with Peter Lewis Architect +
Associates, PLLC for design of the city hall facility and renovation of adjacent
administrative space in an additional amount not to exceed $25,000.00 for a total
contract amount not to exceed $227,250.00. (staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS
SUBJECT: Authorize the City Manager to amend the Professional Services Agreement
with Peter Lewis Architect + Associates, PLLC for design of the City Hall
facility and renovation of adjacent administrative space in an additional
amount not to exceed $25,000.00 for a total contract amount not to exceed
$227,250.00.

FOR AGENDA OF: February 14, 201@3ATE SUBMITTED: January 27, 2012

SUBMITTED BY: Kristine Ondria CLEARANCES: Todd Parton, City Manager
Assistant City Manager

EXHIBITS: Professional Services Agreement Amendment #1
AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER: /)/p

r

Expenditure Current Balance Amount Account
Required: in Account: Budgeted: Number:
$25,000.00 $2,928,432.28 $3,119,233.36  G88, 70-09010

PAYMENT TO BE MADE TO: P
REVIEWED BY THE DIRECTOR OF FINANCE: Joué

SUMMARY STATEMENT
At the March 22, 2011 meeting, the City Council authorized the City Manager to enter into
a Professional Services Agreement with Peter Lewis Architect + Associates, PLLC for the
design of the City Hall facility and renovation of adjacent administrative space in an amount
not to exceed $202,250.00.

On December 13, 2011, the City Council authorized the City Manager to execute a
construction contract with Huser Construction for the City Hall facility and renovation of
adjacent administrative space.

Since the project came in under budget and had a contingency to execute additional
upgrades, staff has asked the architect to provide additional design services such as the
covered walkway between the clock tower and the staff entrance for City Hall, the addition
of building security systems and office design changes.

RECONMENDED ACTION

Authorize the City Manager to amend the Professional Services Agreement with Peter
Lewis Architect + Associates, PLLC for design of the City Hall facility and renovation of
adjacent administrative space in an additional amount not to exceed $25,000.00 for a
total contract amount not to exceed $227,250.00.



January 18, 2012

Kristine Ondrias, Assistant City Manager
City of Kerrville

800 Junction Highway

Kerrville, TX 78028

RE:  Kerrville City Hall: Additional Services
Kerrville, Texas

Dear Kristine:

Thank you for the continuing opportunity to be of service to the City of Kerrville in support of the new
Kerrville City Hall.

Based on discussions to date we expect to be asked to provide additional design services, on an as
needed basis, to be funded by the project contingency. Please aliow the following to document our
understanding of Scope, Services and Fees.

. Work Scope

A. Miscellaneous upgrades and enhancements
B, Owner generated Scope Changes.

il. Scope of Services

A. Meet with Assistant City Manager and Cily staff, as required
B. Meet with Huser Construction Company, Inc, representative(s), as required
C. Consfruction Document Services (DD/CD)
1. Architectural
2. Structural Engineering
3. Mechanical/Electrical/Plumbing
4, Interior Design
D. Prepare Proposal Request(s}

Hl. Fee Budget
A. Additional Services will be provided on an hourly basis to a Guaranteed Maximum Fee, for
all Services, of 10% (Ten percent) of Construction Cost, unless otherwise authorized by the
City of Kerrville. For the purposes of this Agreement, total Gonstruction Cosl, for all changes
shall not exceed $250,000, unless authorized by the City of Kerrville.

Guaranteed Maximum Fes $ 26,000

IV, Reimbursable Expenses

Relmbursable expenses will be billed at a multiple of 1.15 times cost (Invoice): reproduction of
documents, shipping and mailing expenses, long distance telephone and fax, and out-of-town
Project related mileage will be billed al current Standard Rate.

Estimated Reimbursable Expenses $ 2,00000

foter W Lawis, Architect + Associates, PLEE @ 334 West Warer Strael. Kotoedile, 1osns JHEVE * B30 8484720 ¢

Foiax B BHE AYVE T enwsypwlaiehabeiow



V. Hourly Fee Schedule

Principal/Overall Project Manager $ 135.00/Hr,
Project Architect $ 110,00/Hr.
Professional Intern § 75.00/Hr.
Project Techniclan $ 60.00/Hr.
Admin./Clerical $ 35.00/Hr.

This Professional Design Services Proposal generally describes the Services to be provided and their
associated Fess. If we are in agreement on both of these ltems, please indicate so by signing and
returning a copy of this Proposal. Please call me, if you have any questions.

We look forward to getting started!
Very truly yours,

27t

Peater W. Lewis, Architect
Principal

Accepted for City of Kerrville Date




Agenda Item:

2G. Project funding agreement between the Kerrville Public Utility Board and the
City of Kerrville, Texas Economic Improvement Corporation (downtown Kerrville
utility line removal and undergrounding). (staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS
SUBJECT: Funding agreement between the Kerrville Public Utility Board and the
City of Kerrville, Texas Economic Improvement Corporation (Downtown Kerrville
Utility Line Removal and Undergrounding)

FOR AGENDA OF: February 14, 2012 DATE SUBMITTED: February 3, 2012

SUBMITTED BY: Mindy N. Wendele CLEARANCES: Todd Parton
Director of Business Programs City Manager

EXHIBITS: Funding Agreement

AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER:~%
Expenditure Current Balance Amount " Account
Required: in Account: Budgeted: Number:
$300,000.00 $505,000.00 $ 40-800-975-01

PAYMENT TO BE MADE TO:
REVIEWED BY THE FINANCE DIRECTOR:

SUMMARY STATEMENT

Dr. William Rector, downtown property owner, submitted a proposal to use 4B funds
to underground electric utility lines along Sidney Baker and Water Streets to the Kerrville
Economic Improvement Corporation (EIC) on December 19, 2011. The EIC board directed
staff to hold a public hearing for the project and to draft a funding agreement.

City staff, KPUB and TxDot officials have developed a plan for this project and a
corresponding budget. KPUB has also agreed to serve as the project manager and is now
in construction on this project.

The EIC held a public hearing regarding this proposal at its January 23, 2012,
meeting. The public hearing was conducted and the funding agreement between the EIC
and KPUB was approved for an allocation of $300,000 toward the project. City Council is
now scheduled to consider this funding proposal and the related funding agreement.

RECOMMENDED ACTION

The EIC approved this proposal and no one spoke in favor or opposition on
January 23, 2012. Staff recommends approval of this funding agreement provided
that any legal issues identified by the city attorney are satisfactorily addressed prior
to execution.




FINAL DRAFT 2/9/12

PROJECT FUNDING AGREEMENT BETWEEN THE KERRVILLE PUBLIC
UTILITY BOARD AND THE CITY OF KERRVILLE, TEXAS, ECONOMIC
IMPROVEMENT CORPORATION (DOWNTOWN KERRVILLE UTILITY LINE
REMOVAL AND UNDERGROUNDING)

THIS PROJECT FUNDING AGREEMENT is entered into this day of
,» 2012, by and between the Kerrville Public Utility Board (“KPUB”), a Texas
municipally owned utility, and the City of Kerrville, Texas Economic Improvement Corporation (“Corporation™),
a Texas non-profit corporation established by the City of Kerrville, Texas, pursuant to Section 4B of Tex. Rev.
Civ. Stat. Art. 5190.6 and now codified in Chapters 501, 502, and 505 of the Texas Local Government Code
(otherwise known as the Development Corporation Act of 1979 and hereafter called “the Act”).

WITNESSETH:

WHEREAS, pursuant to Chapter 505 of the Act, Corporation is authorized to undertake, or to provide
funding to others to undertake, projects which the Corporation finds to be encompassed by the definition of
“projects”, as that word is defined in Chapters 501 and 505 of the Act; and

WHEREAS, EIC was formed to administer the sales and use tax approved by the citizens of Kerrville,
Texas, in May 1995 and collected for projects, as defined, including:

Expenditures that are found by the Corporation to be required or suitable for infrastructure
necessary to promote or develop new or expanded business enterprises, such as electric utilities
and related improvements and telecommunications and Internet improvements as is
contemplated by Section 501.103 of the Act; and

WHEREAS, KPUB, at the request of multiple downtown business owners, proposes to create, manage,
and oversee a project that removes, relocates, and/or undergrounds various public utilities and service
connections (the “KPUB Project™); and

WHEREAS, the KPUB Project, which is more specifically referred to as “Downtown Kerrville Utility
Line Removal and Undergrounding Project”, will, by the removal, relocation, and/or undergrounding of various
above-aground utility lines and ancillary facilities, mainly consisting of electric poles, transformers, and service
connections, reduce the impact that such lines and facilities have on properties such that the area around
commercial buildings in the downtown area will expand for alternative uses, which will give rise to the possible
expansion and/or remodeling of either the buildings or their uses, create additional space for the installation of
public facilities to access the river and adjacent public park, and improve the aesthetics in the downtown area;
and

WHEREAS, the KPUB Project will allow for the development of new and expanded businesses for
properties along and adjacent to Water Street and the Guadalupe River within the downtown area; and

WHEREAS, Corporation finds that the construction of the KPUB Project as described generally above
constitutes a “project” as defined by the Act; and

WHEREAS, Corporation finds that it will be in the public interest to enter into this Agreement with
KPUB to provide sales tax revenues collected pursuant to the Act (“4B Revenues”) to KPUB for costs related to
the KPUB Project; and




WHEREAS, on January 23, 2012, in a meeting that was open to the public in accordance with the Texas

Open Meetings Act, Corporation held a public hearing pursuant to Section 501.072 of the Act related to the
proposed expenditure of 4B Revenues for the City Project;

NOW THEREFORE, for and in consideration of the recitals set forth above and the promises made

herein, KPUB and Corporation agtee as follows:

I

“KPUB Project” Defined: When used in this Agreement, the phrase “KPUB Project” shall mean the
project summary as described in Exhibit A attached hereto and included herein for all purposes.
Following completion of the KPUB Project, KPUB will undertake the “add-on work” for the KPUB
Project, as specified in Exhibit A, but only where enough funding remains to complete all of the
additional work. Said descriptions of the KPUB Project and its add-on shall not be substantively altered
in any respect without the prior approval of the Corporation.

Agreement to Fund KPUB Project: Corporation agrees to provide to KPUB an amount up to and not
to exceed $300,000.00 in 4B Revenues to be used for the design, bidding, construction, installation, and
the possibility of contingencies of the KPUB Project from the Sales Tax Improvement Fund (Fund 40).

Eligible Costs: Payments made by KPUB from 4B Revenues as authorized by Section 2, above, shall
be limited to the payment of “costs” as defined in the Act. In addition, payments made by KPURB shall
be limited to the actual amount of the payment draws submitted by the selected contractor(s) and/or the
actual costs to KPUB related to the KPUB Project,

Applicable Law: This Agreement shall be governed by and construed in accordance with the laws of the
State of Texas. The Agreement is entered into and fully performable within Kerr County, Texas,
Accordingly, venue for any cause of action arising pursuant to this Agreement shall be proper only in
Kerr County, Texas.

IN WITNESS WHEREOPF, the parties hereto have executed this Agreement in the year and as of the

date indicated.

KERRVILLE PUBLIC UTILITY BOARD CITY OF KERRVILLE, TEXAS ECONOMIC

IMPROVEMENT CORPORATION

By: By:
Tracy McCuan, General Manager/CEO Gregg Appel, President
ATTEST: ATTEST:
, Secretary Rex Boyland, Secretary for the Corporation
APPROVED AS TO FORM:

Michael C. Hayes, City Attorney

TALegalBICWCONTRACTICily Projects$\EIC Project Funding Agreement_Downtown ulility undergrounding _020712.dos
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PROJECT FUNDING AGREEMENT BETWEEN THE KERRVILLE
PUBLIC UTILITY BOARD AND THE CITY OF KERRVILLE, TEXAS,
ECONOMIC IMPROVEMENT CORPORATION (DOWNTOWN
KERRVILLE UTILITY LINE REMOVAL AND UNDERGROUNDING)

EXHIBIT A

Utility Conduit Installation Details:

Construction Locations (Also See Attached Sketch “Sidney Baker/Water St Overhead to

Underground”)

1. Existing KPUB sectionalizer cabinet at the southeast corner of Sidney Baker
and Main St.

2
3

. Existing KPUB riser pole on Sidney Baker.
. Edge of pavement behind Pampell's on East side of Sidney Baker.

4. New KPUB Transformer at Arcadia Bldg.

5

. Existing Windstream pole, to be replaced with KPUB riser pole {or install
padmount transformer in close proximity to riser location if customers agree to

provide easements), on West side of Sidney Baker across from Location 3.

Conduit Installation Details (all lengths are approximate) (Bonds $7,619.00)

1.

From location 1 to location 2, approximately 330 feet: ($42,741.00)

* |nstall four 3" conduits for KPUB {1320’ of 3" conduit)

& Install one 2" conduit for HCTC (330’ of 2” conduit)

From location 2 to location 3, approximately 280 feet: ($96,848.00)

* Install four 3" conduits for KPUB (1120’ of 3” conduit)

¢ Install one 2" conduit for HCTC {280’ of 2” conduit)

* Intercept existing TWC conduits & install two 3" conduits for Time
Warner {560 of 3" conduit)

From location 3 to location 4, approximately 150 feet: ($21,000.00)

¢ |[nstall ten 3" conduits for KPUB (1500’ of 3” conduit)

o Install two 2" conduit for HCTC (300" of 2" conduit)

» Connect one 3" conduit to existing & Install two 3" conduits for Time
Warner (300’ of 3” conduit)

o Install two 3" conduits for Windstream (300’ of 3" conduit)

From location 3 to location 5, approximately 85 feet: {$30,898.00)




* |Install six 3" conduits for KPUB (510’ of 3” conduit)

¢ |Install one 2" conduit for HCTC (85’ of 2” conduit)

s Install two 3" conduits for Time Warner (170’ of 3” conduit)
* Install two 3" conduits for Windstream (170’ of 3” conduit)

Funding Agreement does not include the installation of customer services including
conduit, service conductor, connections and related materials.

'KPUB Facilities ($29,874)
Removal
e 3 each—30 foot wood poles
* & each—45 foot wood poles (removal of wood poles requires customer to
convert attached service to underground; if service is not removed, poles will be
topped).
e 5 each—overhead service conductors {removal of service conductors requires
customer to convert attached service to underground).
¢ All overhead transformers (removal of overhead transformers generally requires
attached customers to convert attached service to underground).
Installation
e 4500 feet of underground primary cable.
* Padmount transformer behind Arcadia.
e Pole to replace existing Windstream pole and riser to feed overhead line and
transformer behind Grape Juice {or install transformer in close proximity to riser
location if customers agree to provide easements).

Hill Country Telephone Cooperative
As described in quote dated 12/23/2011 (1300 feet of BFO 24 Fiber Optic Cable,
$9,005.65).

Time Warner
As described in quote dated 12/1/2011 {relocate 500 feet of overhead facilities into
customer provided conduit, $15,944.00).

Windstream
As described in quote dated 11/14/2011 (55,888.43).




#1 Ex;stlng KPUB cabinet

KPUB conduits sweep into cabinet
Spare 2" conduit to stub up
beside KPUB cabinet for future

#2 Existing KPUB pole to be removed
Time Warner conduits connect to existing conduits here
- N

#3 Edge of pavement behind Pampell's

PN N /

#4 New KPUB transformer

Communications conduits to be
separated by company & stub
up near transformer location.

Three KPUB condauits riser up pole or
extend to pad mount transformer.
Three KPUB conduits extend past pole, !
capped & marked for future.

All communications conduits to riser up here
or at pedestals near pad mount transformer.

#5 Existing Windstream service pole,
to be changed to P45C3 primary pole
if services remain overhead.

N
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Agenda ltem:

2H. Request from Hill Country Telephone Cooperative for license agreement for
the installation of wireless access points on city-owned water towers. (staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS
SUBJECT: Request from Hill Country Telephone Cooperative for lease
agreement for installation of wireless access point on city-owned
water towers

FOR AGENDA OF: February 14, 2012 DATE SUBMITTED: January 31, 2012

[4
SUBMITTED BY: Travis Cochrane’fz£ CLEARANCES: Kim Meismevﬁw
Director of Information Technology Director of General Operations
EXHIBITS: Lease Agreement

AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER: W
Expenditure Current Balance Amount ”" Account
Required: in Account: Budgeted: Number:

PAYMENT TO BE MADE TO:
REVIEWED BY THE FINANCE DIRECTOR:

SUMMARY STATEMENT
On April 12, 2005, the City of Kerrville entered into a multi-year agreement with OMNI
Multimedia Network International, LLC (OMNI) where the city provided exclusive access to
city property for certain wireless frequencies and in return the city received wireless video
services from OMNI. This agreement was modified on November 23, 2010 when OMNI
was purchased by West Central Wireless (WCW) effectively ending WCW'’s exclusive
rights to wireless frequencies on December 31, 2011.

In December of 2011, Hill Country Telephone Cooperative (HCTC) approached the city
about leasing space on two city owned water towers to install wireless access points.
City staff has met with HCTC over the past several weeks to ensure HCTC’s proposed
equipment and its installation will not affect the strength or integrity of the City’s water
towers and to ensure the terms provide adequate compensation to the City considering the
access requested.

The initial term of the agreement is five (5) years with two optional extensions. HCTC will
install four (4) wireless access points on both the Methodist Encampment water tower and
the Ridgewood water tower. In return, the city will receive $129.95 per month per water
tank leased by HCTC. This equates to $3,118.80 annually.

RECOMMENDED ACTION
The Director of Information Technology recommends approval of the resolution
granting the City Manager authority to sign the agreement with HCTC.




LEASE AGREEMENT (WATER TANKS)
BETWEEN CITY OF KERRVILLE AND HILL COUNTRY
TELECOMMUNICATIONS, LLC

This non-exclusive Lease Agreement (“Agreement”) is made by and between the CITY
OF KERRVILLE, TEXAS, a home rule municipal corporation (“CITY”) and Hill Country
Telecommunications, LI.C, a Texas Limited Liability Company (“HCT”). CITY and HCT are at
times collectively referred to herein as the “Parties” or individually as the “Party.” The Parties
enter into this Agreement for the use of certain premises and/or facilities according to the
following terms and conditions:

WITNESSETH:

WHEREAS, CITY desires fo lease to HCT the right to use several CITY-owned elevated
water storage tanks for the purpose of attaching and installing thereto, and operating and
maintaining antennas;

WHEREAS, CITY owns the premises and facilities described below and desires to allow
HCT to enter and utilize designated areas of the premises and facilities;

NOW THEREFORE, in consideration of the terms and conditions hereinafter set forth,
the Parties agree as follows:

1. Location of Sites and Site Plan,

1.1 Location. The premises where the elevated water storage tanks are located (hereinafter
collectively referred to as the “Site(s)”), to be provided by CITY are listed and identified
at Exhibit A. Pursvant to this Agreement, HCT may install equipment, fixtures,
antennas, cables, and wiring (“Improvements”) as shall be specifically identified,
described and depicted in the site plan at Exhibit B (“Site Plan”) at each Site. The Site
Plan shall depict the typical layout and approved Improvements at each Site.

12 Site Plan. HCT’s performance under this Agreement shall be in strict compliance with
all approved Site Plans, which must contain the site improvements as well as the location
and type of all equipment owned or leased by HCT. The Parties shall take great care in
locating the placement of all such equipment in order to anticipate and avoid future issues
which might require the immediate removal or alteration of the equipment. If HCT’s
installation, construction, maintenance and operation of the Improvements fails to comply
with any Site Plan, at any time, as determined by CITY, then CITY shall have the right to
terminate this Agreement upon notice to IFICT and opportunity to cure as provided under
Section 6.3 herein. Any and all proposed modifications to the Site Plans must be
approved in writing by CITY before HCT may make any changes to any Site. Approval
of such modifications is within the sole discretion of CITY, but shall not be unreasonably
withheld. All Site Plans should be submitted for approval to the City’s contact listed in
19.2.




2. Improvements.

CITY agrees to allow the installment of the Improvements at each Site, in accordance with the
terms of this Agreement and the approved Site Plan respective thereto. HCT’s use shall be non-
exclusive and shall be for the purpose of the installation, construction, operation, repair,
maintenance, altering, inspecting or removing its Improvements, for the transmission, reception,
and operation of a communications system and uses incidental thereto (“HCT’s Use™). During
the time period that this Agreement is in effect, HCT shall retain title to its Improvements.
However, following the termination of this Agreement for any reason other than where (a) HCT
is unable to obtain all necessary governmental approvals, other than from CITY, which are
required for IICT’s Use; or (b) where changes in laws or regulations prevent HCT’s Use, all
Improvements constructed or installed by HCT that have been physically attached to CITY
property as fixtures such as welded mounts or towers, shall automatically and immediately
become the property of CITY and shall not be removed, altered or replaced by HCT.
Notwithstanding the foregoing, antennas, cables, and wiring which can be removed from
water storage tanks by unbolting or unscrewing such facilities from mounts or brackets or
similar configurations (the “Removable Facilities™), may be removed by HCT within thirty
(30) days of the termination of the use of the applicable Site. Following any such termination
and transfer of title from HCT to CITY, HCT shall remain responsible for any existing purchase
money security interests, promissory notes or any other contractual agreements in and to said
Improvements.

3. Term,

3.1  Imitigl Term. This Agreement shall be for an initial term of five (5) years,
commencing on the Effective Date. The Effective Date shall be the date that this
Agreement has been executed by both Parties. However, this Agreement may be
terminated by either Party if HCT is unable to obtain all necessary government
approvals for HCT’s Use.

3.2.  Remewal Option. HCT is granted the option to renew this Agreement for two (2)
additional two (2) year terms, after the initial term expires. HCT must give
written notice of a decision to exercise this option to CITY no less than ninety
(90) days prior to the expiration of the then current term. All terms and covenants
of this Agreement shall apply to all extension periods, subject to amendment, if
any, by the mutual agreement of the Parties, in writing and signed by both Parties.

3.3 Holding Qver. At the expiration of all of the extension periods provided herein,
unless rencwed or superseded, this Agreement shall thereafter continue from
month to month under the terms and conditions set forth herein, and it may
thereafter be terminated by either Party upon at least thirty (30) days written
notice to the other Party.

4, Primary Function of Each Site. The Parties understand and agree that the primary
function of each Site makes up an integral and significant part of the CITY’s public water
system; thus, the interests of HHCT are at all times superseded by the public health, safety
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and welfare of CITY’s citizens and customers. In the event that the City Council or the
City Manager declares a public emergency or, if there exists a threat to the continuation
of public water system service that would detrimentally impact public health, safety and
welfare and such public emergency or threat arises out of or is in any manner impacted
by the existence of HCT’s Improvements upon an applicable Site, HCT shall
immediately remove its Improvements which have created the problems (the “Impairing
Improvements™), or make appropriate modifications to the Impairing Improvements, if
practicable, in order to address problems created by its Improvements upon the particular
Site. In the event that HCT is not able to immediately respond, CITY may remove the
Improvements without incurring any liability for damages of any type. All costs of
removal and reattachment of the Improvements shall be borne by HCT and CITY shall
not be responsible for any damages related thereto.

Access.

HCT shall have the non-exclusive right to access the Sites at any time, but must provide
prior notice to CITY s contact listed in 19.2. CITY staff, at its discretion, may elect to
accompany HCT at a Site. If CITY staff is required to be present at a Site during HCT’s
access (a) before 8 AM or after 5 PM during any day that CITY is open for business; (b)
at any time on a Saturday or Sunday or {c) at any time on a CITY recognized holiday,
then HCT agrees to reimburse CITY for the actual cost of any CITY staff involvement
necessary for this access, unless such access is requested by the CITY for the purpose of
servicing equipment that is negatively impacting the provision of services to the CITY as
required by this Agreement. The Parties shall provide each other with twenty-four (24)
hour emergency contact information, which shall include information and procedures to
be utilized during non-work days, weekends and holidays.

Event of Default.

The occurrence of one or more of the following events shall constitute an “Event of
Default” hereundexr by HCT:

6.1  Fuilure to Pay Rent. The failure by HCT to make any payment of rent to CITY as
provided herein, as and when due, where such failwe shall continue for twenty
(20) days from the payment due date.

6.2  Failure to Comply with Terms. The failure by HCT to observe or perform any of
the covenants or provisions as required by this Agreement, other than as required
in Section 6.1 where such failure continues for a period of thirty (30) days after
written notice thereof is received by HCT from CITY; provided, however, that it
shall not be deemed an Event of Default by HCT where HCT commences to cure
such failure within said thirty (30) day period and thereafter diligently acts to cure
such Event of Default.

6.3  Termination of Business. In the event HCT (a) terminates or suspends its
business; (b) becomes subject, either voluntarily or involuntarily, to any
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bankruptey or insolvency proceeding under federal or state law; (c) becomes
insolvent or subject to direct control by a trustee, receiver or similar authority; or
(d) has wound up or liquidated, voluntarily or otherwise.

7. Termination.

7.1  Following Event of Default. If there occurs an Event of Default by HCT, in
addition to any other remedies available to CITY at law or in equity, CITY shall
have the option to terminate this Agreement and all rights of HCT hereunder.
Following HCT’s receipt of CITY s wrilten notice of termination which identifies
the effective date of termination, HCT’s non-exclusive right to possession and use
of the Sites, or Improvements which have been physically attached to CITY
property as fixtures such as welded mounts or towers, but excluding Removable
Facilities, shall cease and all obligations of CITY and HCT shall cease except as
to HCT’s liability as herein provided and HCT’s right to remove the Removable
Facilities within thirty (30) days of such termination..

7.2 Mutual Agreement. Following the initial term, this Agreement may be terminated
for convenience at any time by either Party giving one hundred eighty (180) days
written notice to the other.

8. Security Deposit.

No security deposit shall be required of HCT by the CITY.

9. CITY’s Right of Entry onto Sites.

CITY or CITY’s employees, agents or contractors may enter upon the Site(s) at any time
for any purpose. If maintenance or repair work is required which will require HCT to
alter, remove or relocate its Improvements, CITY agrees to provide HCT with reasonable
notice prior to commencing such work to allow HCT to take appropriate action with
respect to its Improvements. Decisions as to the extent to which HCT will be required to
alter, relocate or remove such Improvements shall be within the sole discretion of CITY.
If, however, in the sole discretion of CITY, repair or maintenance requires immediate
action on the part of CITY, CITY will take reasonable efforts to notify HCT but may
enter the Sites without first notifying HCT and take such action as is required, including
but not limited to altering, relocating or removing any and all of HCT’s Improvements.
In no event shall CITY be liable for any expenses associated with its entry and its
alteration, relocation or removal of Improvements or for lost or anticipated profits, If
CITY must alter, relocate or remove any Improvements to perform repairs or
maintenance and is unable to first notify HCT, CITY will first power down or turn off the
antennas. '
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10. Use and Condition of Sites.

10.1  Assignment/Sublet. TICT’s use of the Sites is to be for the installation,
construction, operation and maintenance of the Improvements, in strict
compliance with the Agreement and the Site Plans. HCT may not sublet to or
license others to use the Sites or HCT’s Improvements without the prior written
consent of CITY. Any such attempt by HICT shall be without effect and CITY
may immediately terminate this Agreement following written notice thereof to
HCT.

10.2  Muintenance/Replacement. HCT shall be solely responsible for the maintenance,
repair and- safety of its Improvements and shall keep them in good repair and
condition during the initial term and any renewals. HCT may update, maintain,
repair or teplace the Improvements located upon the Sites from time to time by
submitting to CITY an accurate and updated Site Plan and any supplemental
materials as may be requested by CITY for CITY’s evaluation and written
approval. CITY agrees that such approval will not be unreasonably withheld,
conditioned or delayed. HCT shall maintain current and accurate Site Plans on
file with CITY for the entire term of this Agreement and all renewals thereof.

103 Hazardous Materials. HCT represents and warrants that its use of the Sites will
not generate any hazardous substance or hazardous radiation, and it will not store
or dispose on the Sites nor transpott to or over the Sites any hazardous substance.
Provided, however, that HCT may store acid storage batteries on the Sites as
necessary for use in the event of a power outage. HCT FURTHER
AGREES TO RELIASE, DEFEND, INDEMNIFY, AND HOLD
CITY, ITS OFFICERS, OFFICIALS, AGENTS, SERVANTS
AND EMPLOYEES, HARMLESS FROM AND AGAINST ANY
DAMAGE, LOSS, OR EXPENSE OR LIABILITY RESULTING
FROM THE GENERATING, RELEASING, STORAGE OR
DISPOSAL OF SUCH HAZARDOUS SUBSTANCES
INCLUDING ALL ATTORNEYS, FEES, COSTS AND
PENALTIES INCURRED AS A RESULT THEREOF. “Hazardous

substance” shall be interpreted broadly to mean any substance or material defined
or designated as hazardous or toxic waste, hazardous or toxic material, hazardous
or toxic or radioactive substance, or other similar term by any federal, state or
local environmental law, regulation or role presently in effect or promulgated in
the future, as such laws, regulations or rules may be amended from time to time;
and it shall be interpreted to include, but not be limited to, any substance which
after release into the environment will or may reasonably be anticipated fo cause
sickness, death, or disease, including diesel and propane fuel.
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11. HCT’s Rental Pavments.

11.1  Rent. In consideration for HICT’s use of the Site(s), HCT shall pay CITY at the
rate of one hundred twenty-nine dollars and ninety-five cents ($129.95) per Site
and per month. Rent shall be due upon the Effective Date of this Agreement.
Thereafter payment shall be due within five (5) days of the first (1*) day of each
month. Payments should include “Tower Rental” in the memo line and should be
sent to CITY’s contact as listed in 20.2.

112 Yearly Price Increase. Following the first year of this Agreement, the rent to be
paid by HCT shall increase each year of the Agreement by adding an inflationary
adjustment which shall equal the greater of 3% or the inflation increase as defined
by the Consumers Price Index for All Urban Consumers, as published by the U.S.
Department of Labor, Bureau of Labor Sfatistics or its successor (CPI). If
publication of the CPI is discontinued, any similar index published and
recognized by the financial community, as a substitute for the CPI shall be used in
its place.

12. Damages to Property.

HCT shall promptly notify CITY of any and all damages resulting from, arising out of, or
caused to the Site(s) and CITY property surrounding the Site(s), including but not limited
to structural damage, electrical damage, and damage to fencing, irrigation systems or
landscaping by HCT’s operations or by HCT, its officers, agents, employees or invitees.
HCT shall be solely responsible for the costs and the repair of all such damages and such
repairs and/or replacements shall be completed in a timely manner acceptable to CITY.
CITY shall not be responsible for vandalism of or theft to any of HCT’s Improvements.

13. Interference.

13.1 Testing. Prior to installation of any Improvements on the Sites, HCT shall
conduct testing of its Improvements to check whether any interference exists to
CITY or any other party who is authorized to use the Sites. If such conflict
occurs, HCT shall take all steps necessary to resolve the conflict to the reasonable
satisfaction of CITY, If the conflict cannot be remedied to the reasonable
satisfaction of CITY, CITY may terminate this Agreement upon thirty (30) days
written notice to HCT.

13.2  Interference. HCT shall not cause electrical, radio or intermodulation interference
to CITY or to any other authorized party who is using the Sites prior to or at the
time of HCT's installation of its Improvements. Should such interference occur,
HCT will promptly take all steps necessary to correct such interference within
forty-eight (48) hours notice of the problem and, if such interference cannot be
eliminated within such time, HCT shall suspend operations (transmissions) at any
such Site while the interference problems are studied and a means to eliminate the
problem is found. Any such method for correction of an interference problem
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14.

15.

must be acceptable to both CITY and HCT. If the interference cannot be
eliminated, HCT shall cease its operations, remove all Improvements from the
Site(s), and this Agreement shall be either terminated or amended.

133 Additional Agreements. CITY will not allow any other party to use the Site(s)
without including in an agreement for such use a provision stating that the party’s
use will not in any way adversely affect or interfere with HCT’s signal operation
or its communication system. Specifically, CITY shall include the provisions
found within this Section 13. Further, any agreements with third parties will state
that prior to installation of improvements, such third parties shall be required to
perform interference testing of its equipment and the equipment of HCT to check
for frequency or other interference conflicts between third-party equipment and
HCT’s equipment. In the event that the third party’s equipment causes
interference to HCT’s equipment, IICT shall seek recourse with the third party
during the first forty-eight (48) hours following notice. If such interference
cannot be eliminated within such timeframe, CITY shall cause the third party to
suspend its operations (transmissions) at any such Sife until the interference
problems are studied and a means to eliminate the problem is found. In the event
that HCT experiences interference caused by a third party, HCT agrees that it
shall seek recourse solely from such third party. No compensation shall be due
fiom CITY for damages, including but not limited to, lost or anticipated profits,

134 Burden on HCT, HCT shall have the sole burden of, and be responsible for all
costs associated with, alleging and proving that another user of the Sites is
causing significant interference, as well as for otherwise enforcing HCT’s rights
under this Agreement. CITY shall not be responsible for the costs associated with
the resolution of any dispute between users of the Sites, or enforcement of any of
HCT’s rights under this Agreement.

Utility Easements and Utility Cost,

HCT shall be responsible for any and all costs associated with electrical and telephone
hookup, maintenance and service to the Improvements at the Site(s) beyond what
currently exists at each Site. CITY shall provide and pay for monthly electricity used to
power all Improvements.

Taxes.

HCT agrees to reimburse CITY for all taxes which are assessed against CITY due to the
Improvements. Provided, however, CITY shall use its best efforts to provide notification
of any taxes for which HICT is to be charged so that HCT will have the opportunity to
contest the valuation and/or assessment of such taxes. Upon request, CITY shall provide
to HCT any documents evidencing calculation of the taxes attributable to the
Improvements.
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16. Liability, Release and Indemnification.

16.1  Compliance with Laws and Indemnification. HCT SHALL AT ALL
TIMES COMPLY WITH ALL FEDERAL, STATE AND
LOCAL LAWS RELATING TO THE INSTALLATION,
MAINTENANCE, HEIGHT, LOCATION, USE, OPERATION
AND REMOVAL OF THE IMPROVEMENTS AUTHORIZED
HEREIN, AND SHALL FULLY INDEMNIFY CITY AGAINST
ANY LOSS, DAMAGE, COSTS OR EXPENSES WHICH MAY
BE SUSTAINED OR INCURRED BY CITY AS A RESULT OF
HCT’S INSTALLATION, OPERATION OR REMOVAL OF
THE IMPROVEMENTS, EXCEPT WHERE CAUSED IN
WHOLE OR IN PART BY THE GROSS NEGLIGENCE OR
WILLFUL MISCONDUCT OF CITY, ITS OFFICIALS,
AGENTS, REPRESENTATIVES OR EMPLOYEES.

HCT AGREES AND IS BOUND TO INDEMNIKY, DEFEND
AND HOLD CITY WHOLE AND HARMLESS AGAINST ANY
AND ALL CLAIMS FOR ANY LOSS OR DAMAGES THAT
MAY ARISE OUT OF THE USE, MAINTENANCE AND
OCCUPANCY OF THE IMPROVEMENTS ON THE SITE(S),
EXCEPT WHERE CAUSED IN WHOLE OR IN PART BY THE
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF
CITY, ITS OFFICIALS, AGENTS, REPRESENTATIVES OR
EMPLOYEES,

HCT AGREES THAT HCT SHALIL INDEMNIFY, DEFEND,
RELEASE, ACQUIT, AND HOLD FREE AND HARMLESS
CITY, ITS OFFICIALS, AGENTS, REPRESENTATIVES AND
EMPLOYEES FROM AND AGAINST ANY AND ALL
CLAIMS, DEMANDS, CAUSES OF ACTION, LIABILITIES,
LOSSES AND DAMAGE, WHETHER ASSERTED BY HCT,
ITS AGENTS, REPRESENTATIVES OR EMPLOYEES, OR
ANY THIRD PARTY WHICH IN ANY WAY RELATES TO OR
ARISES FROM THE IMPROVEMENTS OR THE
INSTALLATION OR MAINTENANCE THEREOF, OR FROM
HCT’S ENTRY ONTO AND UTILIZATION OF THE SITES
AND FACILITIES, INCLUDING CLAIMS OR CAUSE OF
ACTION ALLEGING THAT LOSS, INJURY OR DAMAGE

Lease Agreement (Water Tanks) between Kerrville and HTC Page 8 of 14




WERE CAUSED IN WHOLE OR IN PART BY THE CITY’S
NEGLIGENCE.

162 Prospective indemnification. Any and all indemnity provided for herein shall
survive the expiration of this Agreement as long as any liability could be asserted.

163 Assumption of Conditions. HCT undertakes and assumes for its officers, agents,
employees, servants, affiliates, contractors, subcontractors and invitees all risk of
dangerous conditions, if any, on or about the Sites.

17, Insurance.

HCT shall obtain and maintain in full force and effect for the duration of this Agreement,
and any extension or renewal thereof, at HCT’s sole expense, liability insurance and
workers' compensation insurance, and a certificate of insurance shall be submitted to and
approved by CITY prior to the Effective Date of this Agreement. The required insurance
shall provide a minimum of $1,000,000.00 single occurrence coverage for bodily injury,
including death, and a minimum of $1,000,000.00 single occurrence coverage for
property damage. CITY shall be named as an additional insured under said policies.
Coverage shall be maintained with insurers and under forms of policies satisfactory to
CITY and with insurers licensed to do business in Texas. A copy of the insurance
certificate and any renewal certificates should be submitted to the CITY’s contact as
listed in 19.2

18. Condition of Sites.

18.1 CITY’s Maintenance. CITY shall maintain the Sites in compliance with
applicable statutes, regulations and rules and in a manner which will not interfere
with HCT’s reasonable use of the Sites.

182 HCT’s Maintenance. HCT shall maintain the Sites in a neat, orderly and
aesthetically acceptable condition. As such, each Site shall be kept fice of debris
and anything reasonably determined to be of a dangerous, noxious, or offensive
nature or which would create a hazard or undue vibration, heat, noise or
interference. HCT shall periodically remove any waste, garbage or refuse that it
generates on the Sites.

18.3  Vacation of Site(s). Upon vacation of any Site, HCT shall surrender the Site in
substantially the same condition as received, except for ordinary wear and tear, as
determined by CITY. If, as determined by CITY, the Site are not swrendered in
satisfactory condition, HCT shall be liable to CITY for an amount representing
the actual cost to restore the Site to substantially the same condition as received,

18.4  Removal of Improvements. HCT shall have sole responsibility for the
maintenance, repair, and security of its Improvements, and shall keep same in

good repair and condition during the term and all renewals of this Agreement.
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19,

20.

18.5 Notice of Repair Work. In the event CITY undertakes painting, construction, or
other alterations at a Site(s), HCT shall take reasonable measures at HCT’s cost to
cover all of the Improvements and protect such from paint and debris fallout
which may occur during the painting, construction, or alteration process. CITY
shall not be responsible for any damages or costs incurred by HCT due to the
actions or omissions of any third party upon the Site(s). CITY shall provide at
least fifteen (15) days written notice to HCT prior to CITY undertaking such
painting, construction or other alterations.

18.6  Accepiance of Site(s). By entering into this Agreement, HCT accepts each Site as
is and in the condition existing as of the Effective Date. CITY MAKES NO
REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, WITH

~ RESPECT TO THE CONDITION OF ANY OF THE SITES AND CITY SHALL
NOT BE LIABLE FOR ANY LATENT OR PATENT DEFECT IN THE SITES.
CITY AGREES TO NOTIFY HCT OF THE EXISTENCE OF ANY LATENT
DEFECTS OF WHICH THE CITY HAS KNOWLEDGE.

Notice.

19.1 By Telephone. Each Party agrees to provide the other with a telephone number
through which that Party may contact a representative of the other on a twenty-
four (24) hour, seven (7) days a week basis.

19.2  In writing. All notices to the Parties shall be in writing and shall be deemed to
have been given or made when delivered in person; mailed by certified or
registered U.S. mail, return receipt requested, postage prepaid; or, express mailed
to the respective representatives for the Parties as designated below:

CITY: HCT:
Director of Information Technology/
Director of Public Works

City of Kerrville

800 Junction Highway Ingram, TX 78025
Kerrville, TX 78028

Marking and Lighting Requirements.

HCT acknowledges that it shall be responsible for compliance with all tower or building
marker and lighting requirements which may be required by the Federal Aviation
Administration or the Federal Communication Commission in conjunction with HCT’s
installation and maintenance of Improvements, as well as any expenses, fees or fines
associated with compliance or non-compliance, due to HCT’s installation or maintenance
of Improvements, and if HCT does not cure the conditions of non-compliance within the
time frame allowed by the citing agency, CITY may terminate this Agreement upon five
(5) days written notice to HCT.

Lease Agreement (Water Tanks) between Kerrville and HTC Page 10 of 14




21. Miscellaneous.

211

21.2

213

214

21.5

21.6

21.7

21.8

Modifications. HCT’s performance and operations under this Agreement and all
CITY approved modifications to the Sites shall at all times comply with the terms
of this Agreement, all applicable federal, state and local laws and ordinances and
all amendments thereto.

Entire Agreemeni. This Agreement and each Exhibit attached hereto and
incorporated herein constitute the entire agreement between the Parties with
respect to the subject matter covered in this Agreement. There is no other
collateral oral or written agreement between the Parties that in any manner relates
to the subject matter of this Agreement.

Capacity. Both HCT and CITY hereby acknowledge and affirm that they have
full capacity and authority to grant all rights and assume all obligations they have
granted and assumed under this Agreement and agree, upon request, to deliver to
the other Party a resolution or similar document to that effect.

Governing Law. The validity of this Agreement and any of its terms or
provisions, as well as the rights and duties of the Parties, shall be governed by the
laws of the State of Texas. Exclusive venue for any action concerning this
Agreement shall be in Kerr County, Texas.

Amendment. This Agreement may only be amended by mutual written agreement
signed by the Parties.

Legal Construction; Severability. In the event that any one or more of the
provisions contained in the Agreement shall for any reason be held to be invalid,
illegal, or unenforceable in any respect, such invalidity, illegality, or
unenforceability shall not affect the other provisions, and the Agreement shall be
construed as if such invalid, illegal, or unenforceable provision had never been
contained in it.

No waiver. No right or remedy granted herein or reserved to the Parties is
exclusive of any right or remedy herein by law or equity provided or permitted;
but each shall be cumulative of every right or remedy given hereunder. No
covenant or condition of this Agreement may be waived without consent of the
Parties. It is further agreed that one (1) or more instances of forbearance by CITY
in the exercise of its rights herein shall in no way constitute a waiver thereof.

Independent Contractor. HCT covenants and agrees that HCT is an independent
contractor and not an officer, agent, servant or employee of CITY; that HCT shall
have exclusive control of and exclusive right to control the details of the work
performed hereunder and all persons performing same, and shall be responsible
for the acts and omissions of its officers, agents, employees, contractors,
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22,

23.

21.9

subcontractors and consultants. Nothing herein shall be construed as creating a
partnership or joint enterprise between CITY and HCT.

Successors and Assigns. CITY and HCT each bind themselves, their successors,
executors, administrators and assigns to the other Party to this Agreement. Except
as to any Party controlling, controlled by or in common control with HCT, neither
CITY nor HCT shall assign, sublet, subcontract or transfer any interest in this
Agreement without the written consent of the other Party. In the event HCT
assigns or transfers its interest to a controlling, controlled or common control
entity, HCT shall notify CITY in writing prior to such assignment or transfer. No
assignment, delegation of duties or subcontract under this Agreement will be
effective without the written consent of CITY except as otherwise provided
herein. HCT shall not assign sublet, subcontract, transfer or allow the use of any
interest in any Site(s) or any use of HCT’s Improvements, including but not
fimited to equipment, lines, channels or frequencies, on any Site(s) without the
prior written consent of CITY. CITY’s consent may be conditioned upon HCT
successfully obtaining contracts from such third parties wherein those parties
agree to directly compensate CITY for all benefits incurred by the use of a Site(s).

21.10 Applicable Laws.

a. This Agreement is entered into subject to the charter and ordinances of CITY
as they may be amended from time to time, and is subject to and is to be
construed, governed and enforced under all applicable federal and state laws.
HCT shall make any and all reports required in accordance with federal, state
or local law, including but not limited to proper reporting to the Internal
Revenue Service as required in accordance with HCT’s income.

b. HCT shall at all times comply with all laws and ordinances and all rules and
regulations of municipal, state and federal government authorities relating to
the installation, maintenance, height, location, use, operation, and removal of
the Improvements, authorized herein.

Cumulative Remedies.

All rights, options, and remedies of any Party contained in this Agreement or otherwise
shall be construed and held to be cumulative, and no one of them shall be exclusive of the
other, and either Party shall have the right to pursue any one or all of such remedies or
any other remedy or relief which may be provided by law, whether or not stated in this
Agreement.

Contract Interpretation.

Both Parties have participated fully in the review and revision of this Agreement and
each Party has had the opportunity to acquire their own legal counsel for such review.
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Any rule of construction to the effect that ambiguities are to be resolved against the
drafting Party shall not apply to the interpretation of this Agreement.

24.  Reasonableness.

Notwithstanding any language to the contrary contained herein, wherever the approval or
consent of CITY or HCT is requited herein, such approval or consent shall not be
unreasonably withheld, conditioned or delayed.

25.  Quiet Enjoyment.

CITY covenants and agrees with HCT that upon HCT paying Rent and performing its
obligations and covenants herein, [ICT may peacefully and quietly enjoy the Site(s).

26. CITY’s Name. HCT is prohibited from using CITY’s name, logo, mark or any other
identifying symbol as a business reference, in advertising or sales promotion, or in any
publicity matter without CITY’s prior written consent.

27. Time of the Essence. Time is of the essence of each and every provision of this
Agreement.

28.  Captions. The captions of the various Sections of this Agreement are for convenience
only and do not necessarily define, limit, describe or construe the contents of such
Sections.

EXECUTED on the day of ,2012.

CITY: HCT:

CITY OF KERRVILLE, TEXAS Hill Country Telecommunications, LLC

BY:

BY: Todd Parton, City Manager Name:

Title:
ATTEST:

Brenda G. Craig, City Secretary

ik

Michael C. Hayes, City\élttomey

Lease Agreement (Water Tanks) between Kerrville and HTC Page 13 of 14




STATE OF TEXAS §
§

COUNTY OF KERR
This instrument was acknowledged before meonthe _ dayof
2012, by of Hill Country Telecommunications, L.L.C, a Texas lelted

Liability Company, on behalf of said company.

Notary Public, State of Texas

STATE OF TEXAS §
COUNTY OF KERR §
This instrument was acknowledged before me on the day of

, 2012, by Todd Parton, as City Manager of the City of f Kerrville, Texas,
a home-rule municipal corporation, on behalf of said corporation.

Notary Public, State of Texas

TALegal\Public Works\Water Production\Water Tanks\HCTC Tower Lease Contract Proposal 020712.docx
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Agenda ltem.:

21, Request recycled asphalt product from the Texas Department of
Transportation (TxDOT). (staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS
SUBJECT: Authorize Mayor to request recycled asphalt product from the Texas
Department of Transportation (TxDOT)

FOR AGENDA OF: 2/14/12 DATE SUBMITTED: 2/3/12

SUBMITTED BY: Kim Greenman CLEARANCES: Charlie Hastings, P.E. (\/#}(
Street and Solid Waste Manager Public Works Director

EXHIBITS: Letter requesting recycled asphalt product from TxDOT

AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER: @7
Expenditure Current Balance Amount Account
Required: in Account: Budgeted: Number:
$ $ $

PAYMENT TO BE MADE TO:
REVIEWED BY THE FINANCE DIRECTOR:

SUMMARY STATEMENT

Reconstruction of State Highway 27 includes milling and replacing the existing asphalt
surface. The milled asphalt, also known as recycled asphalt product (RAP), is currently
being stockpiled by the Texas Department of Transportation (TxDOT) at the intersection of
Goat Creek Road and 1-10. TxDOT is willing to transfer ownership of 500 cubic yards of
the RAP to the City of Kerrville. Attached is a letter that must be signed by the Mayor to
make the transaction possible. The RAP would be hauled and used by the Kerrville Street
Division for various pavement construction projects thus saving tax dollars that would
normally be spent on pavement base materials.

RECOMMENDED ACTION

The Director of Public Works recommends that Council authorize the Mayor to execute a
letter requesting recycled asphalt product from the Texas Department of Transportation.




CITY OF KERRVILLE

MAYOR AND CITY COUNCIL
800 Junction Highway
Kerrville, Texas 78028

830-257-8000 / www.kerrvilletx.gov

AN\

Febroary 14, 2012

Mr, Troy Witt

Texas Department of Transportation
1832 N. Sidney Baker

Kerrville, TX 78028

Re:  TxDOT Recycled Asphalt Product
Dear Mr. Witt,

The City of Kerrville requests the ownership of 500 cubic yards of recycled asphalt product (stockpiled at
the corner of TH 10 and RM 1338) be granted from the Texas Department of Transportation to the City of
Kerrville.

If you have any questions or if I can be of further assistance please do not hesitate to call Charlie
Hastings, Director of Public Works, at 830-258-1220.

David Wampler
Mayor, City of Kenrville




Agenda ltem:

3A. An ordinance enacting a moratorium on the acceptance of applications and
the issuance of permits for the installation of electronic and traveling lighted
message signs within the City and its extraterritorial jurisdiction for a period of
ninety (90) days; providing an effective date; containing a savings and
severability clause; and providing other matters relating to the subject. (staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: A moratorium on the acceptance of applications and the issuance of permits
for the installation of electronic and traveling message signs within the City and its
Extraterritorial Jurisdiction.

FOR AGENDA OF: February 14, 2012 DATE SUBMITTED: January 30, 2012
SUBMITTED BY: Jeff Finley CLEARANCES: Kristine Ondrias \ Q
EXHIBITS:

AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER: W

Expenditure Current Balance Amount " Account
Required: in Account: Budgeted: Number:
$ $ $

PAYMENT TO BE MADE TO:
REVIEWED BY THE DIRECTOR OF FINANCE:

SUMMARY STATEMENT

An ordinance to enact a moratorium on new electronic and traveling message signs within
the City and the ETJ, for 90 days or until a new sign ordinance is enacted, whichever
happens first. This will allow time to enact the new provisions to the sign ordinance without
having new signs built that would be non-conforming to the new ordinance.

A city may use a moratorium to allow it time to conduct research, confer with experts, solicit
input from the regulated community, public feedback, prepare new sign regulations, and
structure the administrative process and possibly timelines. The U.S. Supreme Court has
upheld the use of local government moratoriums. Moratoriums should:

* Clearly articulate a legitimate public purpose(s) that is being served by the

moratorium, such as here, some analysis of emerging technologies with respect to

electronic and traveling lighted message signs.

» Specifically define the sign-related activities that are covered by the sign moratorium.

» Ensure that the sign moratorium is not discriminatory and is adopted in good faith.

« Ensure the temporary nature of the sign moratorium by expressly stating a termination
date or duration.

+ Moratoriums should be as brief as possible and only last as long as reasonably

necessary.

With a 90 day moratorium, staff's schedule to bring a new sign ordinance to the City




Council would be:
15T Reading: April 10, 2012

2M° Reading: April 24, 2012

RECOMMENDED ACTION

Pass the ordinance establishing a moratorium on new electronic and traveling message
signs.




CITY OF KERRVILLE, TEXAS
ORDINANCE NO. 2012-

AN ORDINANCE ENACTING A MORATORIUM ON THE
ACCEPTANCE OF APPLICATIONS AND THE ISSUANCE OF
PERMITS FOR THE INSTALLATION OF ELECTRONIC AND
TRAVELING LIGHTED MESSAGLE SIGNS WITHIN THE CITY
AND ITS EXTRATERRITORIAL JURISDICTION FOR A PERIOD
OF NINETY (90) DAYS; PROVIDING AN EIFECTIVE DATI;
CONTAINING A SAVINGS AND SEVERABILITY CLAUSE; AND
PROVIDING OTHER MATTERS RELATING TO THE SUBJECT

WHERTAS, the City Council recognizes the need to protect the balance of land
uses within the City and its extraterritorial jurisdiction and the health, safety, and welfare
of the citizens of the City; and

WHEREAS, the City Council seeks to cnsure that land development and
construction occurs in a safe, orderly, and healthful pattern and seeks through its
development regulations to promote the health, safety, morals, and general welfare of the
municipality; and

WHEREAS, the City Council has defermined that the City’s cutrent sign
regulations, found within Chapter 6, Article II of the City’s Code of Oudinances (“Sign
Code™), do not adequately address electronic or traveling lighted message signs as those
terms are defined by the Sign Code; and

WHEREAS, due in part to rapidly changing technology, the City Council has also
determined that electronic and fraveling lighted message signs are potentially inconsistent
with the Sign Code, the City's goals and interests, and at times could be considered unduly
distracting and confusing to motorists and pedestrians thereby creating traffic hazards and
reducing the effectiveness of the signs; and

WHEREAS, in recent months, City staff brought together several representatives of
the commercial sign industry along with several interested citizens, including a member of
the City’s Planning and Zoning Commission, so that this ad hoc committee could consider
electronic and traveling lighted message signs, the new technology, and ways that such signs
could be compatible with the community’s interests; and

WHEREAS, based upon this committee’s repott and recommended regulations, the
City Council believes that the Sign Code requires review to determine to what extent such
signs should be allowed and regulated within the City and its extraterritorial jurisdiction; and

WHEREAS, in order to conduct such a review, the City Council believes it is
necessaty and reasonable for the City o enact a moratorium on the application for and
installation of electronic and traveling lighted message signs for a period of ninetly (90)
days; and
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WHEREAS, the Director of Building Services and other City staff will undertake
areview of the Sign Code and the committee’s report and proposed regulations; and

WHILREAS, no applications for the construction or instaliation of either an
electronic or traveling lighted message sign have been submitted to the City and are
currently awaiting the issvance of a permit; and

WHEREAS, the City Council finds that it is in the public interest to preserve the
status quo by neither accepting applications or issuing penmits for electronic or traveling
lighted message signs to be located within the City or its extraterritorial jurisdiction pending
the adoption of amendments to the Sign Code;

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF
THE CITY OF KERRVILLE, KERR COUNTY, TEXAS:

SECTION ONE. From and after the effective date of this Ordinance, which will
occur upon adoption after second reading, the City will not accept any applications or
issue any permits for electronic and/or traveling lighted message signs, as those terms are
defined with the Sign Code. This prohibition is effective for a period of ninety (90) days
from the date indicated below that this Ordinance was approved upon second and final
reading. Such moratorium period shall automatically expire ninety (90) days from the
final passage of this Ordinance or upon final passage by City Council of an ordinance
amending Chapter 6, Article II of the City Code, whichever occurs fitst,

SECTION TWO. The provisions of this Ordinance are to be cumulative of all
othet Ordinances or parts of Ordinances governing or regulating the same subject matter as
that covered herein; provided, however, that all prior Ordinances or parts of Ordinances
inconsistent with or in conflict with any of the provisions of this Ordinance are hereby
expressly repealed to the extent of any such inconsistency or conflict.

SECTION THREE. If any section, subsection, sentence, clause or phrase of this
Ordinance is, for any reason, held to be unconstitutional or invalid, such holding shall not
affect the validity of the remaining portions of this Ordinance. The City Council of the
City of Kerrville, Texas, hereby declares that it would have passed this Ordinance and
each section, subsection, sentence, clause, or phrase hereof irrespective of the fact that
any one or mote sections, subsections, sentences, clauses, or phrases be declared
unconstitutional or invalid,

SECTION FOUR. This Ordinance shall become effective immediately upon
final passage.

PASSED AND APPROVED ON FIRST READING, this the day of
» AD,, 2012,
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PASSED AND APPROVED ON SECOND AND FINAL READING, this the

day of , AD,, 2012,

David Wampler, Mayor

APPRO ASTO FORM: ATTEST:
F4
Whiu) /¢ 4
Michael C. Hayes, City Attorney Brenda G. Craig, City Secretary

TALegal\Ordinances-General\Maratorium an Electronic & TLM Signs_011612.doc

Ordinance No. 2012-

Page 3 of 3




Agenda ltem:

4A. Ordinance authorizing the issuance, sale and delivery of $__ in aggregate
principal amount of “City of Kerrville, Texas Combination Tax and Revenue
Certificates of Obligation, Series 2012”; securing the payment thereof by
authorizing the levy of an annual ad valorem tax and a pledge of certain surplus
revenues of the city's waterworks and sewer system; and approving and
authorizing the execution of a paying agent/registrar agreement, an official
statement and all other instruments and procedures related thereto. (staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: ORDINANCE AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF
APPROXIMATELY $10,000,000 IN AGGREGATE PRINCIPAL AMOUNT OF "CITY OF
KERRVILLE, TEXAS COMBINATION TAX AND REVENUE CERTIFICATES OF
OBLIGATION, SERIES 2012"; SECURING THE PAYMENT THEREOF BY AUTHORIZING
THE LEVY OF AN ANNUAL AD VALOREM TAX AND A PLEDGE OF CERTAIN
SURPLUS REVENUES OF THE CITY'S WATERWORKS AND SEWER SYSTEM; AND
APPROVING AND AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR
AGREEMENT, AN OFFICIAL STATEMENT AND ALL OTHER INSTRUMENTS AND
PROCEDURES RELATED THERETO

FOR AGENDA OF: February14, 2012 DATE SUBMITTED: February 2, 2012

SUBMITTED BY: Mike Erwin W CLEARANCES: Todd Parton
Director of Fwance City Manager

EXHIBITS: Preliminary Ordinance, Updated ordinance and agreements will be
completed after the February 14, 2012 pricing and will be provided upon

request.
APPROVED FOR SUBMITTAL BY CITY MANAGER:7

Expenditure Current Balance Amount Account
Required: in Account: Budgeted: Number:
$ $ $

PAYMENT TO BE MADE TO:
REVIEWED BY THE DIRECTOR OR FINANCE:

SUMMARY STATEMENT

The FY 12 budget includes CIP projects for the City’s parks and trail system. These
funds will specifically be used for the City’s proposed trail system along the Guadalupe
River and for improvements to Louise Hays Park, for a total debt issuance of
$7,000,000. $3,500,000 of the $7,000,000 was issued in December and this issuance is
for the remaining $3,500,000. The Kerrville Economic Improvement Corporation has
entered into an agreement with the City to pay the debt service through 4B sales tax.

The FY 12 budget includes CIP projects funded by Certificates of Obligation (COs).
While COs are backed by the full faith and credit of the City, the water/wastewater debt
that will be issued for these projects will be funded with revenue from the
water/wastewater fund which is dedicated to these specific purposes. The debt will be
used to acquire, construct and equip extensions and/or improvements to the City’s
water and wastewater systems and to pay the costs associated with issuance of the

Certificates.




Because it is less than $10,000,000, this issue will be bank qualified which shouid make
it more attractive to banks because of the tax benefits associated with this type of issue
and lead to lower borrowing costs.

RECOMMENDED ACTION

Approve first and only reading of the ordinance authorizing issuance of 2012 Certificates of
Obligation in the amount of up to $10,000,000.




DRAFT DATE: FEBRUARY 7, 2012

ORDINANCE NO. 2012-___

ORDINANCE AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF
$ IN AGGREGATE PRINCIPAL AMOUNT OF "CITY OF
KERRVILLE, TEXAS COMBINATION TAX AND REVENUE
CERTIFICATES OF OBLIGATION, SERIES 2012"; SECURING THE
PAYMENT THEREOF BY AUTHORIZING THE LEVY OF AN ANNUAL
AD VALOREM TAX AND A PLEDGE OF CERTAIN SURPLUS REVENUES
OF THE CITY'S WATERWORKS AND SEWER SYSTEM; AND
APPROVING AND AUTHORIZING THE EXECUTION OF A PAYING
AGENT/REGISTRAR AGREEMENT, AN OFFICIAL STATEMENT AND
ALL OTHER INSTRUMENTS AND PROCEDURES RELATED THERETO

..................................................

DATE OF APPROVAL: FEBRUARY 14,2012
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ORDINANCE NO. 2012-__

ORDINANCE AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF
$ IN AGGREGATE PRINCIPAL. AMOUNT OF "CITY OF
KERRVILLE, TEXAS COMBINATION TAX AND REVENUE
CERTIFICATES OF OBLIGATION, SERIES 2012"; SECURING THE
PAYMENT THEREOF BY AUTHORIZING THE LEVY OF AN ANNUAL
AD VALOREM TAX AND A PLEDGE OF CERTAIN SURPLUS REVENUES
OF THE CITY'S WATERWORKS AND SEWER SYSTEM; AND
APPROVING AND AUTHORIZING THE EXECUTION OF A PAYING
AGENT/REGISTRAR AGREEMENT, AN OFFICIAL STATEMENT AND
ALL OTHER INSTRUMENTS AND PROCEDURES RELATED THERETO

THE STATE OF TEXAS ' s
COUNTY OF KERR §
CITY OF KERRVILLE §

WHEREAS, the CITY OF KERRVILLE, TEXAS (the "City") in Kerr County, Texas, is a
political subdivision of the State of Texas operating as a home-rule city pursuant to the Texas Local
Government Code and its City Charter which was initially approved by the qualified voters of the
City on February 24, 1942, and which has been amended from time to time, with the most recent
amendments being approved by the qualified voters of the City on May 10, 2008; and

WHEREAS, the City Council of the City hereby determines that it is necessary and desirable
to acquire, construct, and equip renovations and improvements to the City's parks and trails system
(the "Parks and Trails Project") and to acquire, construct and equip extensions and improvements to
the City's waterworks and sewer system (the "Waterworks and Sewer System Project,” and
collectively with the Parks and Trails Project, the "Projects"); and

WHEREAS, the City Council of the City intends to finance the Projects from proceeds
derived from the sale of Certificates of Obligation issued by the City pursuant to Sections 271.041 -
271.065, Texas Local Government Code, as amended; and

WHEREAS, on January 10, 2012, the City Council adopted a resolution authorizing and
directing the City Secretary to give notice of intention to issue Certificates of Obligation; and

WHEREAS, said notice has been duly published in the Kerrville Daily Times, which is a
newspaper of general circulation in the City in its issues of January 15,2012, and January 22,2012;
and

WHEREAS, the City received no petition signed by at least five percent of the qualified
electors of the City protesting the issuance of such Certificates of Obligation; and




WHEREAS, in 1995, the City created the City OF KERRVILLE, TEXAS ECONOMIC
IMPROVEMENT CORPORATION (the "EIC") pursuant to Section 4B of the Development Corporation
Act of 1979 (then Article 5190.6, Texas Vernon's Civil Statutes, as amended, now codified in
Chapters 501, 502 and 505 of the Texas Local Government Code and referred to collectively herein
as the "det"); and

WHEREAS, pursuant to Chapter 505 of the Act, the EIC is authorized to construct, or to
provide funding to construct, projects which the EIC finds to be encompassed by the definition of
"Projects”, as that word is defined in Chapters 501 and 505 of the Act; and

WHEREAS, in May 1995, the citizens of the City, voting at an election, approved a
proposition (the "Proposition") authorizing the levy of a one-half of one percent (24) sales and use
tax upon the receipts at retail of taxable items, pursuant to the Act (the "¢B Sales Tax") to undertake
projects, as defined, including but not limited to:

Expenditures required or suitable for projects related to recreational or community
facilities, including land, buildings, equipment, facilities, and improvements found by
the board of directors to be required or suitable for use for professional and amateur
sports, including children's sports, athletic, entertainment, tourist, and public park
purposes and events, including amphitheaters, parks and park facilities, open space
improvements, and related automobile parking facilities, related area transportation
facilities, and related roads, streets, and water and sewer facilities, and other related
improvements that enhance any of the items described herein; and

WHEREAS, on November 21, 2011, in a meeting that was open to the public in accordance
with the Texas Open Meetings Act, the Board of Directors of the EIC held a public hearing pursuant
to Section 501.072 of the Act related to the proposed expenditure of the 4B Sales Tax for the Parks
and Trails Project; and

WHEREAS, on December 13, 2011, the City Council of the City and the Board of Directors
of the EIC approved a PROJECT FUNDING AGREEMENT BETWEEN THE CITY OF KERRVILLE,
TEXAS, ECONOMIC IMPROVEMENT CORPORATION AND THE CI1TY OF KERRVILLE, TEXAS (PARKS
AND TRAIL SYSTEM IMPROVEMENT PROJECT) pursuant to which the EIC has committed to provide
to the City from the receipts of the 4B Sales Tax amounts equal to the principal of and interest on the

obligations issued by the City to finance the Parks and Trails Project (i.e., a portion of the
certificates of obligation authorized to be issued pursuant to this Ordinance together with all of the
City's outstanding "Series 2011 A Certificates of Obligation"); and

WHEREAS, it is considered to be in the best interest of the City that said interest bearing
Certificates of Obligation be issued; and

WHEREAS, it is hereby officially found and determined that the meeting at which this
Ordinance was passed was open to the public, and public notice of the time, place and purpose of
said meeting was given, all as required by Chapter 551, Texas Government Code;




NOW THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF
KERRVILLE, KERR COUNTY, TEXAS, THAT.:

SECTION ONE. AMOUNT AND PURPOSE OF THE CERTIFICATES OF

OBLIGATION. The certificate of obligation or certificates of obligation of the City further
described in Section 2 of this Ordinance and referred to herein as the "Certificates of Obligation” are
hereby authorized to be issued and delivered in the aggregate principal amount of §
FOR THE PURPOSE OF PAYING, IN WHOLE OR IN PART, CONTRACTUAL
OBLIGATIONS TO BE INCURRED TO ACQUIRE, CONSTRUCT, AND EQUIP
RENOVATIONS AND IMPROVEMENTS TO THE CITY'S PARKS AND TRAILS SYSTEM,
. TO ACQUIRE, CONSTRUCT AND EQUIP EXTENSIONS AND IMPROVEMENTS TO THE
CITY'S WATERWORKS AND SEWER SYSTEM, AND TO PAY COSTS OF ISSUANCE.

SECTION TWO. DESIGNATION, DATE, DENOMINATIONS, NUMBERS AND
MATURITIES OF THE CERTIFICATES OF OBLIGATION. Each certificate of obligation
issued pursuant to and for the purpose described in Section 1 of this Ordinance shall be designated:
C11Y 0F KERRVILLE, TEXAS COMBINATION TAX AND REVENUE CERTIFICATES OF OBLIGATION,
SERIES 2012, and initially there shall be issued, sold and delivered hereunder one fully registered
certificate of obligation, without interest coupons, dated February 1, 2012, in the aggregate principal
amount of § . numbered T-1 (the "Initial Certificate of Obligation"), with certificates of
obligation issued in replacement thereof being in the denomination of $5,000 or any integral multiple
thereof and numbered consecutively from R-1 upward, all payable to the initial registered owner
thereof (with the Initial Certificate of Obligation being payable to the initial purchaser designated in
Section 16 hereof), or to the registered assignee or assignees of said certificates of obligation or any
portion or portions thereof (in each case, the "Registered Owner"), and the certificates of obligation
shall mature and be payable serially on August 15 in each of the years and in the principal amounts,
respectively, as set forth in the following schedule:




YEAR OF PRINCIPAL YEAR OF PRINCIPAL YEAR OF PRINCIPAL
MATURITY AMOUNT ($} MATURITY AMOUNT (%) MATURITY AMOUNT ()

2013 2020 2027
2014 2021 2028
2015 2022 2029
2016 2023 2030
2017 2024 2031
2018 2025

2019 2026

The term "Certificates of Obligation" as used in this Ordinance shall mean and include the
Certificates of Obligation initially issued and delivered pursuant to this Ordinance and all substitute
certificates of obligation exchanged therefor, as well as all other substitute certificates of obligation
and replacement certificates of obligation issued pursuant hereto, and the term "Cerfificate of
Obligation” shall mean any of the Certificates of Obligation.

SECTION THREE. INTEREST. The Certificates of Obligation shall bear interest
~ calculated on the basis of a 360-day year composed of twelve 30-day months from the dates specified
in the FORM CERTIFICATE OF OBLIGATION set forth in this Ordinance to their respective dates
of maturity or prior redemption at the following rates per annum:

YEAR OF INTEREST YEAR OF INTEREST YEAR OF INTEREST
MATURITY RATE (%) MATURITY RATE (%) MATURITY RATE (%)

2013 2020 2027

2014 2021 2028

2015 2022 2029

2016 2023 2030

2017 2024 2031

2018 2025

2019 2026




- Said interest shall be payable in the manner provided and on the dates stated in the FORM OF
CERTIFICATE OF OBLIGATION set forth in this Ordinance.

SECTION FOUR. CHARACTERISTICS OF THE CERTIFICATES OF
OBLIGATION; APPROVAL OF PAYING AGENT/REGISTRAR AGREEMENT.

(a) Registration, Transfer, and Exchange; Authentication. The City shall keep or cause to be
kept at the designated corporate trust or commercial banking office (currently located in Houston,
Texas) of BOKF, NA dba BANK OF TEXAS (the "Paying Agent/Registrar'") books or records for the
registration of the transfer and exchange of the Certificates of Obligation (the "Registration Books"),
and the City hereby appoints the Paying Agent/Registrar as its registrar and transfer agent to keep
such books or records and make such registrations of transfers and exchanges under such reasonable
regulations as the City and Paying Agent/Registrar may prescribe; and the Paying Agent/Registrar
shall make such registrations, transfers and exchanges as herein provided. Attached hereto as
Exhibit 4 is a copy of the Paying Agent/Registrar Agreement between the City and the Paying
Agent/Registrar which is hereby approved in substantially final form, and the Mayor, Mayor Pro-
Tem and City Secretary of the City are hereby authorized to execute the Paying Agent/Registrar
Agreement and approve any changes in the final form thereof.

The Paying Agent/Registrar shall obtain and record in the Registration Books the address of
the registered owner of each Certificate of Obligation to which payments with respect to the
Certificates of Obligation shall be mailed, as herein provided; but it shall be the duty of each
registered owner to notify the Paying Agent/Registrar in writing of the address to which payments
shall be mailed, and such interest payments shall not be mailed unless such notice has been given.
To the extent possible and under reasonable circumstances, all transfers of Cettificates of Obligation
shall be made within three business days after request and presentation thereof. The City shall have
the right to inspect the Registration Books during regular business hours of the Paying Agent/Regis-
trar, but otherwise the Paying Agent/Registrar shall keep the Registration Books confidential and,
unless otherwise required by law, shall not permit their inspection by any other entity. The Paying
Agent/Registrar's standard or customary fees and charges for making such registration, transfer,
exchange and delivery of a substitute Certificate of Obligation or Certificates of Obligation shall be
paid as provided in the FORM CERTIFICATE OF OBLIGATION set forth in this Ordinance.
Registration of assignments, transfers and exchanges of Certificates of Obligation shall be made in
the manner provided and with the effect stated in the FORM OF CERTIFICATE OF OBLIGATION
set forth in this Ordinance. Each substitute Certificate of Obligation shall bear a letter and/or number
to distinguish it from each other Certificate of Obligation.

. Except as provided in (c) below, an authorized representative of the Paying Agent/Registrar

shall, before the delivery of any such Certificate of Obligation, date and manually sign the Paying
Agent/Registrar's Authentication Certificate, and no such Certificate of Obligation shall be deemed
to be issued or outstanding unless such Cettificate is so executed. The Paying Agent/Registrar
promptly shall cancel all paid Certificates of Obligation and Certificates of Obligation surrendered
for transfer and exchange. No additional ordinances, orders, or resolutions need be passed or
adopted by the governing body of the City or any other body or person so as to accomplish the




foregoing transfer and exchange of any Certificate of Obligation or portion thereof, and the Paying
Agent/Registrar shall provide for the printing, execution, and delivery of the substitute Certificates of
Obligation in the manner prescribed herein, and said Certificates of Obligation shall be of type
composition printed on paper with lithographed or steel engraved borders of customary weight and
strength. Pursuant to Chapter 1201, Texas Government Code, and particularty Subchapter D and
Section 1201.067 thereof, the duty of transfer and exchange of Certificates of Obligation as aforesaid
is hereby imposed upon the Paying Agent/Registrar, and, upon the execution of said Certificate, the
transferred and exchanged Certificate of Obligation shall be valid, incontestable, and enforceable in
the same manner and with the same effect as the Certificates of Obligation which initially were
issued and delivered pursuant to this Ordinance, approved by the Attorney General, and registered by
the Comptroller of Public Accounts.

(b) Payment of Certificates of Obligation and Interest. The City hereby further appoints the
Paying Agent/Registrar to act as the paying agent for paying the principal of and interest on the
Certificates of Obligation, all as provided in this Ordinance. The Paying Agent/ Registrar shall keep
© proper records of all payments made by the City and the Paying Agent/Registrar with respect to the
Certificates of Obligation.

(¢} In General The Certificates of Obligation (i) shall be issued in fully registered form,
without interest coupons, with the principal of and interest on such Certificates of Obligation to be
payable only to the registered owners thereof, (ii) may be redeemed prior to their scheduled
maturities (notice of which shall be given to the Paying Agent/Registrar by the City at least 50 days
prior to any such redemption date), (iii) may be transferred and assigned, (iv) may be exchanged for
other Certificates of Obligation, (v) shall have the characteristics, (vi) shall be signed, sealed,
executed and authenticated, (vii) shall be payable as to principal and interest, and (viii) shall be
administered and the Paying Agent/Registrar and the City shall have certain duties and responsibili-
ties with respect to the Certificates of Obligation, all as provided, and in the manner and to the effect
as required or indicated, in the FORM OF CERTIFICATE OF OBLIGATION set forth in this
Ordinance. The Initial Certificate of Obligation is not required to be, and shall not be, authenticated
by the Paying Agent/Registrar, but on each substitute Certificate of Obligation issued in exchange for
the Tnitial Certificate of Obligation issued under this Ordinance the Paying Agent/Registrar shall
execute the PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE, in the form
set forth in the FORM OF CERTIFICATE OF OBLIGATION. In lieu of the executed Paying
Agent/Registrar's Authentication Certificate described above, the Initial Certificate of Obligation
delivered on the closing date (as further described in subparagraph (i) below) shall have attached
thereto the Comptroller's Registration Certificate substantially in the form set forth in the FORM OF
CERTIFICATE OF OBLIGATION below, manually executed by the Comptroller of Public
Accounts of the State of Texas or by her duly authorized agent, which certificate shall be evidence
that the Initial Certificate of Obligation has been duly approved by the Attorney General of the State
of Texas and that it is a valid and binding obligation of the City, and has been registered by the
Comptroller.

(d) Substitute Paying Agent/Registrar. The City covenants with the registered owners of the
Certificates of Obligation that at all times while the Certificates of Obligation are outstanding the
City will provide a competent and legally qualified bank, trust company, financial institution, or




other entity to act as and perform the services of Paying Agent/Registrar for the Certificates of
Obligation under this Ordinance, and that the Paying Agent/Registrar will be one entity and shall be
an entity registered with the Securities and Exchange Commission. The City reserves the right to,
and may, at its option, change the Paying Agent/Registrar upon not less than 120 days written notice
to the Paying Agent/Registrar, to be effective not later than 60 days prior to the next principal or
interest payment date after such notice. In the event that the entity at any time acting as Paying
Agent/Registrar (or its successor by merger, acquisition, or other method) should resign or otherwise
cease to act as such, the City covenants that promptly it will appoint a competent and legally
qualified bank, trust company, financial institution, or other agency to act as Paying Agent/Registrar
under this Ordinance. Upon any change in the Paying Agent/Registrar, the previous Paying
Agent/Registrar promptly shall transfer and deliver the Registration Books (or a copy thereof), along
with all other pertinent books and records relating to the Certificates of Obligation, to the new
Paying Agent/Registrar designated and appointed by the City. Upon any change in the Paying
Agent/Registrar, the City promptly will cause a written notice thereof to be sent by the new Paying
Agent/Registrar to each registered owner of the Certificates of Obligation, by United States mail,
first-class postage prepaid, which notice also shall give the address of the new Paying
Agent/Registrar, By accepting the position and performing as such, each Paying Agent/Registrar
shall be deemed to have agreed to the provisions of this Ordinance, and a certified copy of this
Ordinance shall be delivered to each Paying Agent/Registrar,

(e) Book-Entry Only System for Certificates of Obligation. The Certificates of Obligation
issued in exchange for the Certificates of Obligation initially issued to the purchaser specified in
Section 16 herein shall be initially issued in the form of a separate single fully registered Certificate
of Obligation for each of the maturities thereof. Upon initial issuance, the ownership of each such
Certificate of Obligation shall be registered in the name of Cede & Co., as nominee of The
Depository Trust Company of New York ("DTC™), and except as provided in subsection (i) hereof,
all of the outstanding Certificates of Obligation shall be registered in the name of Cede & Co., as
nominee of DTC.

: With respect to Certificates of Obligation registered in the name of Cede & Co., as nominee

of DTC, the City and the Paying Agent/Registrar shall have no responsibility or obligation to any
securities brokers and dealers, banks, trust companies, clearing corporations and certain other
otganizations on whose behalf DTC was created ("DTC Participant") to hold securitics to facilitate
the clearance and settlement of securities transaction among DTC Participants or to any person on
behalf of whom such a DTC Participant holds an interest in the Certificates of Obligation. Without
limiting the immediately preceding sentence, the City and the Paying Agent/Registrar shall have no
responsibility or obligation with respect to (i) the accuracy of the records of DTC, Cede & Co. orany
DTC Participant with respect to any ownership interest in the Certificates of Obligation, (ii} the
delivery to any DTC Participant or any other person, other than a registered owner of the Certificates
of Obligation, as shown on the Registration Books, of any notice with respect to the Certificates of
Obligation, or (jii) the payment to any DTC Participant or any other person, other than a registered
owner of Certificates of Obligation, as shown in the Registration Books of any amount with respect
to principal of or interest on the Certificates of Obligation. Notwithstanding any other provision of
this Ordinance to the contrary, the City and the Paying Agent/Registrar shall be entitled to treat and
consider the person in whose name each Certificate of Obligation is registered in the Registration




Books as the absolute owner of such Certificate of Obligation for the purpose of payment of
principal and interest with respect to such Certificate of Obligation, for the purpose of registering
transfers with respect to such Certificate of Obligation, and for all other purposes whatsoever. The
Paying Agent/Registrar shall pay all principal of and interest on the Certificates of Obligation only to
or upon the order of the registered owners, as shown in the Registration Books as provided in this
Ordinance, or their respective attorneys duly authorized in writing, and all such payments shall be
valid and effective to fully satisfy and discharge the City's obligations with respect to payment of
principal of and interest on the Certificates of Obligation to the extent of the sum or sums so paid.
No person other than a registered owner, as shown in the Registration Books, shall receive a
Certificate of Obligation certificate evidencing the obligation of the City to make payments of
principal and interest pursuant to this Ordinance. Upon delivery by DTC to the Paying
Agent/Registrar of written notice to the effect that DTC has determined to substitute a new nominee
in place of Cede & Co., and subject to the provisions in this Ordinance with respect to interest
checks being mailed to the registered owner at the close of business on the Record Date, the words
"Cede & Co." in this Ordinance shall refer to such new nominee of DTC.

(f) Successor Securities Depository; Transfers Outside Book-Entry Only Systems. In the
event that the City determines that DTC is incapable of discharging its responsibilities described
herein and in the representation letter of the City to DTC or that it is in the best interest of the
beneficial owners of the Certificates of Obligation that they be able to obtain certificated Certificates
of Obligation, the City shall (i) appoint a successor securities depository, qualified to act as such
under Section 17(a) of the Securities and Exchange Act of 1934, as amended, notify DTC and DTC
Participants of the appointment of such successor securities depository and transfer one or more
separate Certificates of Obligation to such successor sccurities depository or (ii) notify DTC and
" DTC Participants of the availability through DTC of Certificates of Obligation and transfer one or
more separate Certificates of Obligation to DTC Participants having Certificates of Obligation
credited to their DTC accounts. In such event, the Certificates of Obligation shall no longer be
réstricted to being registered in the Registration Books in the name of Cede & Co., as nominee of
DTC, but may be registered in the name of the successor securities depository, or its nominee, or in
whatever name or names registered owners transferring or exchanging Certificates of Obligation
shall designate, in accordance with the provisions of this Ordinance.

(g) Payments to Cede & Co. Notwithstanding any other provision of this Ordinance to the
contrary, so long as any Certificate of Obligation is registered in the name of Cede & Co., as
nominee for DTC, all payments with respect to principal of and interest on such Certificate of
Obligation and all notices with respect to such Certificate of Obligation shall be made and given,
respectively, in the manner provided in the representation letter of the City to DTC.

(h) DTC Letter of Representations. The officers of the City are herein authorized for and on
behalf of the City and as officers of the City {o enter into one or more Letters of Representations with
DTC establishing the book-entry only system with respect to the Certificates of Obligation.

(i) Delivery of Initial Certificate of Obligation. On the closing date, one Initial Certificate of
Obligation representing the entire principal amount of the respective series of Certificates of
Obligation, payable in stated installments to the initial registered owner named in Section 16 of this




Ordinance or its designee, executed by manual or facsimile signature of the Mayor or Mayor Pro-
Tem and City Secretary of the City, approved by the Attorney General of Texas, and registered and
manually signed by the Comptroller of Public Accounts of the State of Texas, will be delivered to the
initial purchaser or its designee. Upon payment for the Initial Certificate of Obligation, the Paying
Agent/Registrar shall cancel the Initial Certificate of Obligation and deliver to the initial registered
owner or its designee one registered definitive Certificate of Obligation for each year of maturity of
the Certificates of Obligation, in the aggregate principal amount of all of the Certificates of
Obligation for such maturity.

SECTION FIVE. FORM OF CERTIFICATE OF OBLIGATION. The form of the
Certificates of Obligation, including the form of Paying Agent/Registrar's Authentication Certificate,
the form of Assignment, and the form of Registration Certificate of the Comptroller of Public
Accounts of the State of Texas (to be attached only to the Certificates of Obligation initially issued
and delivered pursuant to this Ordinance), shall be, respectively, substantially as follows, with such
appropriate variations, omissions, or insertions as are permitted or required by this Ordinance.

[The remainder of this page intentionally left blank]




FORM OF CERTIFICATE OF OBLIGATION

R-__ UNITED STATES OF AMERICA PRINCIPAL
STATE OF TEXAS AMOUNT
COUNTY OF KERR $

CITY OF KERRVILLE, TEXAS
COMBINATION TAX AND REVENUE CERTIFICATES OF OBLIGATION
SERIES 2012

INTEREST RATE  MATURITY DATE DATE OF SERIES CUSIP NO.

Yo August 15,20__ February 1, 2012 492422
REGISTERED OWNER:
PRINCIPAL AMOUNT: DOLLARS

ON THE MATURITY DATE specified above, the CITY OF KERRVILLE, TEXAS (the
"City"), being a political subdivision and home-rule municipality of the State of Texas, hereby
promises to pay to the Registered Owner specified above, or registered assigns (hereinafter called the
"Registered Owner"), the Principal Amount specified above, and to pay interest thereon (calculated
on the basis of a 360-day year of twelve 30-day months) from the date of initial delivery of the series
of which this Certificate of Obligation is a part (as shown on the records of the Paying
Agent/Registrar identified below) at the Interest Rate per annum specified above, payable on
August 15, 2012, and semiannually on each February 15 and August 15 thereafter to the Maturity
Date specified above, or the date of redemption prior to maturity; except that if this Cextificate of
Obligation is required to be authenticated and the date of its authentication is later than the first
Record Date (heteinafter defined), such Principal Amount shall bear interest from the interest
payment date next preceding the date of authentication, unless such date of authentication is after any
- Record Date but on or before the next following interest payment date, in which case such principal
amount shall bear interest from such next following interest payment date; provided, however, that if
on the date of authentication hereof the interest on the Certificate of Obligation or Certificates of
Obligation, if any, for which this Certificate of Obligation is being exchanged is due but has not been
paid, then this Certificate of Obligation shall bear interest from the date to which such interest has
been paid in full.

THE PRINCIPAL OF AND INTEREST ON this Certificate of Obligation are payable in
lawful money of the United States of America, without exchange or collection charges. The principal
of this Certificate of Obligation shall be paid to the Registered Owner hereof upon presentation and
surrender of this Certificate of Obligation at maturity or upon the date fixed for redemption prior to
maturity, at the designated corporate trust or commercial banking office (currently located in
Houston, Texas) of BOKF, NA dba BANK OF TEXAS, which is the "Paying Agent/Registrar" for
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this Certificate of Obligation. The payment of interest on this Certificate of Obligation shall be made
by the Paying Agent/Registrar to the Registered Owner hereof on each interest payment date by
check, dated as of such interest payment date, drawn by the Paying Agent/Registrar on, and payable
solely from, funds of the City required by the Ordinance authorizing the issuance of this Certificate
of Obligation (the "Ordinance™) to be on deposit with the Paying Agent/Registrar for such purpose
as hereinafter provided; and such check shall be sent by the Paying Agent/Registrar by United States
mail, first-class postage prepaid, on each such interest payment date, to the Registered Owner hereof,
at its address as it appeared on the last business day of the month next preceding each such date (the
"Record Date") on the Registration Books kept by the Paying Agent/Registrar, as hereinafter
described. In the event of a non-payment of interest on a scheduled payment date, and for 30 days
thereafter, a new record date for such interest payment (a "Special Record Date") will be established
by the Paying Agent/Registrar if and when funds for the payment of such interest have been received
from the City. Notice of the Special Record Date and of the scheduled payment date of the past due
interest (the "Special Payment Date" which shall be 15 days after the Special Record Date) shall be
sent at least five business days prior to the Special Record Date by United States mail, first class,
postage prepaid, to the address of each Registered Owner appearing on the Registration Books of the
Paying Agent/Registrar at the close of business on the last business day next preceding the date of
mailing of such notice. Any accrued interest due upon the redemption of this Certificate of
Obligation prior to maturity as provided herein shall be paid to the Registered Owner upon presen-
tation and surrender of this Certificate of Obligation for redemption and payment at the designated
corporate trust office of the Paying Agent/Registrar (unless the redemption date is a regularly
scheduled interest payment date, in which case accrued interest on such redeemed Certificates of
Obligation shall be payable in the regular manner described above). The City covenants with the
Registered Owner of this Certificate of Obligation that on or before each principal payment date,
interest payment date and accrued interest payment date for this Certificate of Obligation it will make
available to the Paying Agent/Registrar, from the "Interest and Sinking Fund” created by the
Ordinance, the amounts required to provide for the payment, in immediately available funds, of all
principal of and interest on the Certificates of Obligation, when due.

IF THE DATE for the payment of the principal of or interest on this Certificate of
Obligation shall be a Saturday, Sunday, legal holiday, or day on which banking institutions in the city
where the Paying Agent/Registrar is located are authorized by taw or executive order to close, or the
United States Postal Service is not open for business, then the date for such payment shall be the next
succeeding day which is not such a Saturday, Sunday, legal holiday, or day on which banking
institutions are authorized to close, or the United States Postal Service is not open for business; and
payment on such date shall have the same force and effect as if made on the original date payment
was due.

THIS CERTIFICATE OF OBLIGATION is one of a series of Certificates of Obligation
dated as of February 1, 2012, authorized in accordance with the Constitution and laws of the State of
Texas in the aggregate principal amount of $ FOR THE PURPOSE OF PAYING, IN
WHOLE OR IN PART, CONTRACTUAL OBLIGATIONS TO BE INCURRED TO
ACQUIRE, CONSTRUCT, AND EQUIP RENOVATIONS AND IMPROVEMENTS TO THE
CITY'S PARKS AND TRAILS SYSTEM, TO ACQUIRE, CONSTRUCT AND EQUIP
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EXTENSIONS AND IMPROVEMENTS TO THE CITY'S WATERWORKS AND SEWER
SYSTEM, AND TO PAY COSTS OF ISSUANCE.

ONAUGUST 15, 2020, or on any date thereafter, the Certificates of Obligation of this Series
maturing on and after August 15, 2021, may be redeemed prior to their scheduled maturities, at the
- option of the City, with funds derived from any available and lawful source, as a whole, or in part
(provided that a portion of a Certificate of Obligation may be redeemed only in an integral multiple
of $5,000), at the redemption price of the principal amount of Certificates of Obligation called for
redemption, plus accrued interest thereon to the date fixed for redemption. The City shall determine
the maturity or maturities, and the principal amount of Certificates of Obligation within each
maturity, to be redeemed. If less than all Certificates of Obligation of a maturity are to be redeemed,
the particular Certificates of Obligation to be redeemed shall be selected by the Paying
Agent/Registrar at random and by lot.

ADDITIONALLY, THE CERTIFICATES OF OBLIGATION MATURING on August 15
inthe years 20,20 ,and 20  (collectively, the "Term Certificates") are subject to mandatory
redemption prior to maturity in part by lot, at a price equal to the principal amount thereof plus
accrued interest to the date of redemption, on the dates and in the respective principal amounts
shown below: :

TERM CERTIFICATES MATURING TERM CERTIFICATES MATURING
AUGUST 15,20 AUGUST 15,20
Mandatory Redemption Mandatory Redemption
Redemption Date Amount Redemption Date Amount
August 15,20 $ August 15,20 $
Aueust 15. 20 (maturity August 15. 20 (maturien

TERM CERTIFICATES MATURING

AUGUST 15,20
Mandatory Redemption
Redemption Date Amount
August 15, 20 $

Auoust 15,20  fmawrit)

The principal amount of the Term Certificates required to be redeemed pursuant to the operation of
such mandatory redemption requirements may be reduced, at the option of the City, by the principal
amount of any such Term Certificates which, prior to the date of the mailing of notice of such
mandatory redemption, (i) shall have been acquired by the City and delivered to the Paying
Agent/Registrar for cancellation, (ii) shall have been purchased and canceled by the Paying
Agent/Registrar at the request of the City, or (iii) shall have been redeemed pursuant to the optional
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redemption provisions described in the preceding paragraph and not theretofore credited against a
mandatory redemption requirement.

AT LEAST 30 DAYS prior to the date fixed for any redemption of Certificates of Obligation
or portions thereof prior to maturity, a written notice of such redemption shall be sent by the Paying
Agent/Registrar by United States mail, first-class postage prepaid to the Registered Owner of each
Certificate of Obligation to be redeemed at its address as it appeared on the Registration Books
maintained by the Paying Agent/Registrar on the day such notice of redemption is mailed. Any
notice of redemption so mailed shall be conclusively presumed to have been duly given irrespective
of whether received by the Registered Owner. The notice with respect to an optional redemption of
Certificates of Obligation may state (1) that it is conditioned upon the deposit of moneys, in an
amount equal to the amount necessary to effect the redemption, with the Paying Agent/Registrar no
later than the redemption date, or (2) that the City retains the right to rescind such notice at any time
prior to the scheduled redemption date if the City delivers a certificate of an authorized
representative to the Paying Agent/Registrar instructing the Paying Agent/Registrar to rescind the
redemption notice, and such notice and optional redemption shall be of no effect if such moneys are
not so deposited or if such notice is so rescinded. By the date fixed for any such redemption, due
provision shall be made with the Paying Agent/Registrar for the payment of the required redemption
price for the Certificates of Obligation or portions thereof which are to be so redeemed. If such
written notice of redemption is mailed (and not rescinded), and if due provision for such payment is
made, all as provided above, the Certificates of Obligation or portions thereof which are to be so
redeemed thereby automatically shall be treated as redeemed prior to their scheduled maturities, and
they shall not bear interest after the date fixed for redemption, and they shall not be regarded as being
outstanding except for the right of the Registered Owner to receive the redemption price from the
Paying Agent/Registrar out of the funds provided for such payment. Ifa portion of any Certificate of
Obligation shall be redeemed a substitute Certificate of Obligation or Certificates of Obligation
having the same maturity date, bearing interest at the same rate, in any denomination or
denominations in any integral multiple of $5,000, at the written request of the Registered Owner, and
in an aggregate principal amount equal to the unredeemed portion thereof, will be issued to the
Registered Owner upon the surrender thereof for cancellation, at the expense of the City, all as
provided in the Ordinance.

ALL CERTIFICATES OF OBLIGATION OF THIS SERIES are issuable solely as fully
registered Certificates of Obligation, without interest coupons, in the denomination of any integral
multiple of $5,000. As provided in the Ordinance, this Certificate of Obligation, may, at the request
of the Registered Owner or the assignee or assignees hereof, be assigned, transferred and exchanged
for a like aggregate principal amount of fully registered Certificates of Obligation, without interest
coupons, payable to the appropriate Registered Owner, assignee or assignees, as the case may be,
having the same denomination or denominations in any integral multiple of $5,000 as requested in
writing by the appropriate Registered Owner, assignee or assignees, as the case may be, upon surren-
der of this Certificate of Obligation to the Paying Agent/Registrar for cancellation, all in accordance
with the form and procedures set forth in the Ordinance. Among other requirements for such assign-
ment and transfer, this Certificate of Obligation must be presented and surrendered to the Paying
Agent/Registrar, together with proper instruments of assignment, in form and with guarantee of
signatures satisfactory to the Paying Agent/Registrar, evidencing assignment of this Certificate of
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Obligation or any portion or portions hereof in any integral multiple of $5,000 to the assignee or
assignees in whose name or names this Certificate of Obligation or any such portion or portions
hereof is or are to be registered. The form of Assignment printed or endorsed on this Certificate of
Obligation may be executed by the Registered Owner to evidence the assignment hereof, but such
method is not exclusive, and other instruments of assignment satisfactory to the Paying
Agent/Registrar may be used to evidence the assignment of this Certificate of Obligation or any
portion or portions hereof from time to time by the Registered Owner. The Paying Agent/Registrar’s
reasonable standard or customary fees and charges for transferring and exchanging any Certificate of
Obligation or portion thereof shall be paid by the City, but any taxes or govermmental charges
required to be paid with respect thereto shall be paid by the one requesting such assignment, transfer
or exchange as a condition precedent to the exercise of such privilege. The Paying Agent/Registrar
shall not be required to make any such transfer or exchange during the period commencing with the
close of business on any Record Date and ending with the opening of business on the next following
principal or interest payment date.

WHENEVER THE BENEFICIAL OWNERSHIP of this Certificate of Obligation is
determined by a book entry at a securities depository for the Certificates of Obligation, the foregoing
requirements of holding, delivering or transferring this Certificate of Obligation shall be modified to
require the appropriate person or entity to meet the requirements of the securities depository as to
registering or transferring the book entry to produce the same effect.

IN THE EVENT any Paying Agent/Registrar for the Certificates of Obligation is changed by
the City, resigns, or otherwise ceases to act as such, the City has covenanted in the Ordinance that it
promptly will appoint a competent and legally qualified substitute therefor, and cause written notice
thereof to be mailed to the Registered Owners of the Certificates of Obligation,

IT IS HEREBY certified, recited, and covenanted that this Certificate of Obligation has been
duly and validly authorized, issued, and delivered; that all acts, conditions, and things required or
proper to be performed, exist, and be done precedent to or in the authorization, issuance, and delivery
of this Certificate of Obligation have been performed, existed, and been done in accordance with
law; that this Certificate of Obligation is a general obligation of the City, issued on the full faith and
credit thereof: and that ad valorem taxes sufficient to provide for the payment of the interest on and
principal of this Certificate of Obligation, as such interest comes due, and as such principal matures,
have been levied and ordered to be levied against all taxable property in the City, and have been
pledged for such payment, within the limits prescribed by law and that this Certificate of Obligation
is additionally secured by a lien on and pledge of Surplus Revenues received by the City from the
ownership and operation of the City's Waterworks and Sewer System, all as provided in the
Ordinance authorizing the Certificates of Obligation.

THE CITY also has reserved the right to amend the Ordinance as provided therein, and under
some (but not all) circumstances amendments thereto must be approved by the registered owners of a
majority in aggregate principal amount of the outstanding Certificates of Obligation.

BY BECOMING the Registered Owner of this Certificate of Obligation, the Registered
Owner thereby acknowledges all of the terms and provisions of the Ordinance, agrees to be bound by
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such terms and provisions, acknowledges that the Ordinance is duly recorded and available for
inspection in the official minutes and records of the governing body of the City, and agrees that the
terms and provisions of this Certificate of Obligation and the Ordinance constitute a contract
between each Registered Owner hereof and the City.

IN WITNESS WHEREOF, the City has caused this Certificate of Obligation to be signed
with the manual or facsimile signature of the Mayor or Mayor Pro-Tem of the City, and counter-
signed with the manual or facsimile signature of the City Secretary of the City, and the official seal
of the City has been duly impressed, or placed in facsimile, on this Certificate of Obligation.

Countersigned:

(facsimile signature) : " (facsimile signature)
City Secretary, City of Kerrville, Texas Mayor [Pro-Tem], City of Kerrville, Texas
(CITY SEAL)

FORM OF REGISTRATION CERTIFICATE
OF THE COMPTROLLER OF PUBLIC ACCOUNTS:

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

I hereby certify that this Certificate of Obligation has been examined, certified as to validity,
and approved by the Attorney General of the State of Texas, and that this Certificate of Obligation
has been registered by the Comptroller of Public Accounts of the State of Texas.

Witness my signature and seal this

(COMPTROLLER'S SEAL) Comptroller of Public Accounts
of the State of Texas

[The remainder of this page intentionaily left blank]
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FORM OF PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE
(To be executed if this Certificate of Obligation is not accompanied by an executed
Registration Certificate of the Comptroller of Public Accounts of the State of Texas)

It is hereby certified that this Certificate of Obligation has been issued under the provisions of
the Ordinance described in the text of this Certificate of Obligation; and that this Certificate of
Obligation has been issued in exchange for a certificate of obligation or certificates of obligation, or
a portion of a certificate of obligation or certificates of obligation of a series which originally was
approved by the Attorney General of the State of Texas and registered by the Comptroller of Public

Accounts of the State of Texas.

Dated

BOKF, NA dba BANK OF TEXAS
Houston, Texas
Paying Agent/Registrar

By

Authorized Representative

[The remainder of this page intentionally left blank]
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FORM OF ASSIGNMENT:

ASSIGNMENT

FOR VALUL RECEIVED, the undersigned Registered Owner of this Certificate of
Obligation, or duly authorized representative or attorney thereof, hereby sells, assigns and transfers
this Certificate of Obligation and all rights hereunder unto

/ /
(Assignee's Social Security or
Taxpayer Identification Number)

(Please print or typewrite Assignee's name and address,
including zip code)

and hereby irrevocably constitutes and appoints
attorney to transfer the registration of this Certificate of Obligation on the Paying Agent/Registrar's
Registration Books with full power of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed by
a member firm of the New York Stock
Exchange or a commercial bank or trust
company.

NOTICE: The signature above must
correspond with the name of the Registered
Owner as it appears upon the front of this
Certificate of Obligation in every particular,

without alteration or enlargement or any
change whatsoever.

INITIAL CERTIFICATE OF OBLIGATION INSERTIONS
The Initial Certificate of Obligation shall be in the form set forth above except that:

(A) Immediately under the name of the Certificate of Obligation, the headings
"INTEREST RATE" and "MATURITY DATE" shall be completed with the words
"As shown below" and "CUSIP NO. " shall be deleted.

(B)  The first paragraph shall be deleted and the following shall be inserted:

"ON THE RESPECTIVE MATURITY DATES specified below, the CITY OF
KERRVILLE, TEXAS (the "City"), being a political subdivision and municipal corporation of the
State of Texas, hereby promises to pay to the Registered Owner specified above, or registered
assigns (hereinafter called the "Registered Owner"), the respective Principal Installments specified
below, and to pay interest thereon (calculated on the basis of a 360-day year composed of twelve
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30-day months) from the date of initial delivery of the series of which this Certificate of Obligation is
a part at the respective Interest Rates per annum specified below, payable on August 15, 2012, and
semiannually on each February 15 and August 15 thereafter to the respective Maturity Dates
specified below, or the date of redemption prior to maturity. The respective Maturity Dates,
Principal Installments and Interest Rates for this Certificate of Obligation are set forth in the
following schedule:

| PRINCIPAL | INTEREST | . DATE . | PRINCIPAL. | INTEREST.
.15) | INSTALLMENT (8) | RATE (%) | (FEB.15) | INSTALLMENT ($) | RATE(%)

[Insert principal and inferest information from Sections 2 and 3 above]"
(C)  The Initial Certificate of Obligation shall be numbered "T-1."

SECTION SIX. INTEREST AND SINKING FUND; TAX LEVY; SECURITY
INTEREST.

(a) Interest and Sinking Fund Tax Levy. A special Interest and Sinking Fund for the
Certificates of Obligation (the "Inferest and Sinking Fund'") is hereby created solely for the benefit
of the Certificates of Obligation, and the Interest and Sinking Fund shall be established and
maintained by the City at an official depository bank of the City. The Interest and Sinking Fund shall
be kept separate and apart from all other funds and accounts of the City, and shall be used only for
paying the interest on and principal of the Certificates of Obligation. All ad valorem taxes levied and
collected for and on account of the Certificates of Obligation shall be deposited, as collected, to the
credit of the Interest and Sinking Fund. During each year while any of the Certificates of Obligation
or interest thereon are outstanding and unpaid, the City shall compute and ascertain a rate and
amount of ad valorem tax which, together with "Surplus Revenues" with respect to the Certificates of
Obligation (as described in Section 7 below) budgeted to pay principal and interest coming due
during such fiscal year, will be sufficient to raise and produce the money required to pay the interest
on the Certificates of Obligation as such interest comes due, and to provide and maintain a sinking
fund adequate to pay the principal of its Certificates of Obligation as such principal matures (but
never less than 2% of the original principal amount of the Certificates of Obligation as a sinking fund
each year); and said tax shall be based on the latest approved tax rolls of the City, with full allowance
being made for tax delinquencies and the cost of tax collection. Said rate and amount of ad valorem
tax is hereby levied, and is hereby ordered to be levied, against all taxable property in the City for
each year while any of the Certificates of Obligation or interest thereon are ouistanding and unpaid;
and said tax shall be assessed and collected each such year and deposited to the credit of the
respective Interest and Sinking Fund. Said ad valorem taxes sufficient to provide for the payment of
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the interest on and principal of the Certificates of Obligation, as such interest comes due and such
principal matures, are hereby pledged for such payment, within the limit prescribed by law.

(b) Security Interest. Chapter 1208, Texas Government Code, applies to the issuance of the
Certificates of Obligation and the pledge of the ad valorem taxes and Surplus Revenues granted by
the City under Sections 6(a) and 7 of this Ordinance, and is therefore valid, effective, and perfected.
If Texas law is amended at any time while the Certificates of Obligation are outstanding and unpaid
such that the pledge of the ad valorem taxes or Surplus Revenues granted by the City under Sections
6(a) and 7 of this Ordinance is to be subject to the filing requirements of Chapter 9, Texas Business
& Commerce Code, then in order to preserve to the registered owners of the Certificates of
Obligation the perfection of the security interest in said pledge, the City agrees to take such measures
as it determines are reasonable and necessary under Texas law to comply with the applicable
provisions of Chapter 9, Texas Business & Commerce Code, and enable a filing to perfect the
security interest in said pledge to occur.

SECTION SEVEN. SURPLUS REVENULES. Pursuant to Section 271.052, Texas Local
Government Code, as amended, and Chapter 1502, Texas Government Code, as amended, the
Certificates of Obligation additionally shall be payable from and secured by surplus revenues derived
by the City from the City's Waterworks and Sewer System remaining after (a) payment of all
amounts constituting operation and maintenance expenses of said Waterworks and Sewer System,
and (b) payment of all debt service, reserve, and other requirements and amounts required to be paid
under all ordinances heretofore or hereafter authorizing (i) all bonds and (ii) all other obligations not
on a parity with the Certificates of Obligation, which are payable from and secured by any
Waterworks and Sewer System revenues, and (¢) payment of all amounts payable from any
Waterworks and Sewer System revenues pursuant to contracts heretofore or hereafter entered into by
the City in accordance with law (the "Surplus Revenues"). If for any reason the City fails to deposit
ad valorem taxes levied pursuant to Section 6 hereof to the credit of the Interest and Sinking Fund in
an amount sufficient to pay, when due, the principal of and interest on the Certificates of
Obligations, then Surplus Revenues may be deposited to the credit of the Interest and Sinking Fund
and used to pay such principal and/or interest. The City reserves, and shall have, the right to issue
bonds and other obligations not on a parity with the Certificates of Obligation, and to enter into
contracts, in accordance with applicable laws, to be payable from and secured by any Waterworks
and Sewer System revenues.

SECTIONEIGHT. CONSTRUCTION FUND. There is hereby created and established in
the depository of the City, a fund to be called the City of Kerrville, Texas Combination Tax and
Revenue Certificates of Obligation (Series 2012) Construction Fund (herein called the
"Construction Fund"). Proceeds from the sale and delivery of the Certificates of Obligation (other
than proceeds representing accrued interest on the Certificates of Obligation and any premium on the
Certificates of Obligation that is not used by the City to pay costs of issuance in accordance with the
provisions of Section 1201.042(d), Texas Government Code, as amended, which shall be deposited
in the Interest and Sinking Fund) shall be deposited in the Construction Fund. Money in the
Construction Fund shall be subject to disbursements by the City for payment of all costs incurred in
carrying out the purpose for which the Certificates of Obligation are issued, including but not limited
to costs for construction, engineering, architecture, financing, financial consultants and legal services

19




related to the project being financed with proceeds of the Certificates of Obligation and the issuance
of the Certificates of Obligation. All funds remaining on deposit in the Construction Fund upon
completion of the projects being financed with the proceeds from the Certificates of Obligation, if
any, shall be transferred to the Interest and Sinking Fund.

SECTION NINE. INVESTMENTS. Funds on deposit in the Interest and Sinking Fund and
the Construction Fund shall be secured by the depository bank of the City in the manner and to the
extent required by law to secure other public funds of the City and may be invested from time to time
in any investment authorized by applicable law, including but not limited to the Public Funds
Investment Act (Chapter 2256, Texas Government Code), and the City's investment policy adopted
in accordance with the provisions of the Public Funds Investment Act; provided, however, that
investments purchased for and held in the Interest and Sinking Fund shall have a final maturity no
later than the next principal or interest payment date for which such funds are required, and
investments purchased for and held in the Construction Fund shall have a final maturity of not later
than the date the City reasonably expects the funds from such investments will be required to pay
costs of the projects for which the Certificates of Obligation were issued. Income and profits from
such investiments shall be deposited in the respective Fund which holds such investments; however,
any such income and profits from investments in the Construction Fund may be withdrawn by the
City and deposited in the Interest and Sinking Fund to pay all or a portion of the interest next coming
due on the Certificates of Obligation. It is further provided, however, that any interest earnings on
Certificate of Obligation proceeds which are required to be rebated to the United States of America
pursuant to Section 14 hereof in order to prevent the Certificates of Obligation from being arbitrage
bonds shall be so rebated and not considered as interest earnings for the purposes of this Section,

SECTION TEN. EMPOWERED. The City Manager and Director of Finance are hereby
ordered to do any and all things necessary to accomplish the transfer of monies to the Interest and
Sinking Fund of this issue in ample time to pay such items of principal and interest.

SECTION ELEVEN. DBEFEASANCE OF THE CERTIFICATES OF OBLIGATION.

(a) Defeasance. Any Certificate of Obligation and the interest thereon shall be deemed to be
paid, retired and no longer outstanding (a " Defeased Certificate of Obligation") within the meaning
of this Ordinance, except to the extent provided in subsection (d) of this Section, when payment of
the principal of such Certificate of Obligation, plus interest thereon to the due date (whether such due
date be by reason of maturity or otherwise) either (i) shall have been made or caused to be made in
accordance with the terms thereof, or (ii) shall have been provided for on or before such due date by
irrevocably depositing with or making available to the Paying Agent/Registrar in accordance with an
escrow agreement or other instrument (the "Future Escrow Agreement") for such payment
(1) lawful money of the United States of America sufficient to make such payment and/or
(2) Defeasance Securities that mature as to principal and interest in such amounts and at such times
as will insure the availability, without reinvestment, of sufficient money to provide for such payment,
and when proper arrangements have been made by the City with the Paying Agent/Registrar for the
payment of its services until all Defeased Certificates of Obligation shall have become due and
payable. At such time as a Certificate of Obligation shall be deemed to be a Defeased Certificate of
Obligation hercunder, as aforesaid, such Certificate of Obligation and the interest thereon shall no
longer be secured by, payable from, or entitled to the benefits of, the ad valorem taxes or revenues
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herein levied and pledged as provided in this Ordinance, and such principal and interest shall be
payable solely from such money or Defeasance Securities. Notwithstanding any other provision of
this Ordinance to the contrary, it is hereby provided that any determination not to redeem Defeased
Certificates of Obligation that is made in conjunction with the payment arrangements specified in
subsection (a)(i) or (ii) of this Section shall not be irrevocable, provided that: (1) in the proceedings
providing for such payment arrangements, the City expressly reserves the right to call the Defeased
Certificates of Obligation for redemption; (2) gives notice of the reservation of that right to the
owners of the Defeased Certificates of Obligation immediately following the making of the payment
arrangements; and (3) directs that notice of the reservation be included in any redemption notices that
it authorizes.

(b) Investment of Funds in Defeasance Securities. Any moneys so deposited with the Paying
Agent/Registrar may at the written direction of the City be invested in Defeasance Securities,
maturing in the amounts and times as hereinbefore set forth, and all income from such Defeasance
Securities received by the Paying Agent/Registrar that is not required for the payment of the
Certificates of Obligation and interest thereon, with respect to which such money has been so
deposited, shall be turned over to the City, or deposited as directed in writing by the City. Any
Future Escrow Agreement pursuant to which the money and/or Defeasance Securities are held for the
payment of Defeased Certificates of Obligation may contain provisions permitting the investment or
reinvestment of such moneys in Defeasance Securities or the substitution of other Defeasance
Securities upon the satisfaction of the requirements specified in subsection (a)(i) or (ii) of this
Section. All income from such Defeasance Securities received by the Paying Agent/Registrar which
is not required for the payment of the Defeased Certificates of Obligation, with respect to which such
money has been so deposited, shall be remitted to the City or deposited as directed in writing by the

City. ‘

(c} Definition of Defeasance Securities. The term "Defeasance Securities" means (i) direct,
noncallable obligations of the United States of America, including obligations that are
unconditionally guaranteed by the United States of America, (ii) noncallable obligations of an agency
or instrumentality of the United States of America, including obligations that are unconditionally
guaranteed or insured by the agency or instrumentality and that, on the date of the purchase thereof
are rated as to investment quality by a nationally recognized investment rating firm not less than
AAA orits equivalent, (iii) noncallable obligations of a state or an agency or a county, municipality,
or other political subdivision of a state that have been refunded and that, on the date on the date the
governing body of the City adopts or approves the proceedings authorizing the financial
arrangements are rated as to investment quality by a nationally recognized investment rating firm not
less than AAA or its equivalent, and (iv) any other then authorized securities or obligations under
applicable state law that may be used to defease obligations such as the Certificates of Obligation.

(d) Duties of Paying Agent/Registrar. Until all Defeased Certificates of Obligation shall
have become due and payable, the Paying Agent/Registrar shall perform the services of Paying
Agent/Registrar for such Defeased Certificates of Obligation the same as if they had not been
defeased, and the City shall make proper arrangements to provide and pay for such services as
required by this Ordinance. ‘
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(e) Selection of Certificates of Obligation to be Defeased. Inthe event that the City elects to
defease less than all of the principal amount of Certificates of Obligation of a maturity, the Paying
Agent/Registrar shall select, or cause to be selected, such amount of Certificates of Obligation by
such random method as it deems fair and appropriate.

SECTION TWELVE. DAMAGED, MUTILATED, LOST, STOLEN, OR DE-
STROYED CERTIFICATES OF OBLIGATION,

(@) Replacement Certificates of Qbligation. In the event any outstanding Certificate of
Obligation is damaged, mutilated, lost, stolen, or destroyed, the Paying Agent/Registrar shall cause
to be printed, executed, and delivered, a new certificate of obligation of the same principal amount,
maturity, and interest rate, as the damaged, mutilated, lost, stolen, or destroyed Certificate of
Obligation, in replacement for such Certificate of Obligation in the manner hereinafter provided.

(b) Application for Replacement Certificates of Obligation. Application for replacement of
damaged, mutilated, lost, stolen, or destroyed Certificates of Obligation shall be made by the
registered owner thereof to the Paying Agent/Registrar. In every case of loss, theft, or destruction of
a Certificate of Obligation, the registered owner applying for a replacement certificate of obligation
shall furnish to the City and to the Paying Agent/Registrar such security or indemnity as may be
1equned by them to save each of them harmless from any loss or damage with respect thereto. Also,
in every case of loss, theft, or destruction of a Certificate of Obligation, the registered owner shall
furnish to the City and to the Paying Agent/Registrar evidence to their satisfaction of the loss, theft,
ot destruction of such Certificate of Obligation, as the case may be. In every case of damage or
mutilation of a Certificate of Obligation, the registered owner shall surrender to the Paying
Agent/Registrar for cancellation the Certificate of Obligation so damaged or mutilated.

(c) No Default Occurred. Notwithstanding the foregoing provisions of this Section, in the
event any such Certificate of Obligation shall have matured, and no default has occurred which is
then continuing in the payment of the principal of, redemption premium, if any, or interest on the
Certificate of Obligation, the City may authorize the payment of the same (without surrender thereof
except in the case of a damaged or mutilated Certificate of Obligation) instead of issuing a
replacement Certificate of Obligation, provided security or indemnity is furnished as above provided
in this Section.

(d) Charge for Issuing Replacement Certificates of Obligation. Prior to the issuance of any
replacement cettificate of obligation, the Paying Agent/Registrar shall charge the registered owner of
such Certificate of Obligation with all legal, printing, and other expenses in connection therewith.
Every replacement certificate of obligation issued pursuant to the provisions of this Section by vittue
of the fact that any Certificate of Obligation is lost, stolen, or destroyed shall constitute a contractual
obligation of the City whether or not the lost, stolen, or destroyed Certificate of Obligation shall be
found at any time, or be enforceable by anyone, and shall be entitled to all the benefits of this
Ordinance equally and proportionately with any and all other Certificates of Obligation duly issued
under this Ordinance.
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(e) Authority for Issuing Replacement Certificates of Obligation. In accordance with
Chapter 1201, Texas Government Code, as amended, this Section of this Ordinance shall constitute
authority for the issuance of any such replacement certificate of obligation without necessity of
further action by the governing body of the City or any other body or person, and the duty of the
replacement of such certificates of obligations is hereby authorized and imposed upon the Paying
Agent/Registrar, and the Paying Agent/Registrar shall authenticate and deliver such Certificates of
Obligation in the form and manner and with the effect, as provided in Section 4(a) of this Ordinance
for Certificates of Obligation issued in exchange for other Certificates of Obligation.

SECTION THIRTEEN. CUSTODY, APPROVAL, AND REGISTRATION OF THE
CERTIFICATES OF OBLIGATION; BOND COUNSEL'S OPINION, BOND INSURANCE,
AND CUSIP NUMBERS. The Mayor or Mayor Pro-Tem of the City is hereby authorized to have
control of the Certificates of Obligation initially issued and delivered hereunder and all necessary
records and proceedings pertaining to the Certificates of Obligation pending their delivery and their
investigation, examination, and approval by the Attorney General of the State of Texas, and their
registration by the Comptroller of Public Accounts of the State of Texas. Upon registration of the
Certificates of Obligation said Comptroller of Public Accounts (or a deputy designated in writing to
act for said Comptrotler) shall manually sign the Comptroller's Registration Certificate attached to
such Certificates of Obligation, and the seal of said Comptroller shall be impressed, or placed in
facsimile, on such Certificate. The approving legal opinion of the City's Bond Counsel (with an
appropriate certificate perfaining thereto executed by facsimile signature of the City Secretary of the
City), a statement regarding the issuance of a municipal bond insurance policy to secure payment of
debt service on the Certificates of Obligation, if any, and the assigned CUSIP numbers may, at the
option of the City, be printed on the Certificates of Obligation issued and delivered under this
Ordinance, but neither shall have any legal effect, and shall be solely for the convenience and
information of the registered owners of the Certificates of Obligation.

SECTION FOURTEEN. COVENANTS REGARDING TAX-EXEMPTION OF
INTEREST ON THE CERTIFICATES OF OBLIGATION.

(@) Covenants. The City covenants to take any action necessary to assure, or refrain from
any action which would adversely affect, the treatment of the Certificates of Obligation as
obligations described in section 103 of the Internal Revenue Code of 1986, as amended (the "Code"),
the interest on which is not includable in the "gross income" .of the holder for purposes of federal
income taxation. In furtherance thereof, the City covenants as follows:

(1) to take any action to assure that no more than 10 percent of the proceeds of the
Certificates of Obligation or the projects financed therewith (less amounts deposited to a
reserve fund, if any) are used for any "private business use," as defined in section 141(b)(6)
of the Code or, if more than 10 percent of the proceeds of the Certificates of Obligation or
the projects financed therewith are so used, such amounts, whether or not received by the
City, with respect to such private business use, do not, under the terms of this Ordinance or
any underlying arrangement, directly or indirectly, secure or provide for the payment of more
than 10 percent of the debt service on the Certificates of Obligation, in contravention of
section 141(b)(2) of the Code;
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(2) to take any action to assure that in the event that the "private business use"
described in subsection (1) hereof exceeds 5 percent of the proceeds of the Certificates of
Obligation or the projects financed therewith (less amounts deposited into a reserve fund, if
any) then the amount in excess of 5 percent is used for a "private business use" which is
"related" and not "disproportionate," within the meaning of section 141(b)(3) of the Code, to
the governmental use;

' (3) to take any action to assure that no amount which is greater than the lesser of
$5,000,000, or 5 percent of the proceeds of the Certificates of Obligation (less amounts
deposited into a reserve fund, if any) is directly or indirectly used to finance loans to persons,
other than state or local governmental units, in contravention of section 141(c) of the Code;

(4) to refrain from taking any action which would otherwise result in the Certificates
of Obligation being treated as "private activity bonds" within the meaning of section 141(b)
of the Code;

(5) to refrain from taking any action that would result in the Certificates of
Obligation being "federally guarantced" within the meaning of section 149(b) of the Code;

{(6) to refrain from using any portion of the proceeds of the Certificates of Obligation,
directly or indirectly, to acquire or to replace funds which were used, directly or indirectly, to
acquire investment property (as defined in section 148(b)(2) of the Code) which produces a
materially higher yield over the term of the Certificates of Obligation, other than investment
property acquired with --

(A) proceeds of the Certificates of Obligation invested for a reasonable
temporary period of three years or less until such proceeds are needed for the purpose
for which the Certificates of Obligation are issued,

(B) amounts invested in a bona fide debt service fund, within the meaning of
section 1.148-1(b) of the Treasury Regulations, and

(C) amounts deposited in any reasonably required reserve or replacement
fund to the extent such amounts do not exceed 10 percent of the proceeds of the
Certificates of Obligation;

(7} to otherwise restrict the use of the proceeds of the Certificates of Obligation or
amounts treated as proceeds of the Certificates of Obligation, as may be necessary, so that the
Certificates of Obligation do not otherwise contravene the requirements of section 148 of the
Code (relating to arbitrage) and, to the extent applicable, section 149(d) of the Code (relating
to advance refundings); and

(8) to pay to the United States of America at least once during each five-year period

(beginning on the date of delivery of the Certificates of Obligation) an amount that is at least
equal to 90 percent of the "Excess Earnings," within the meaning of section 148(f) of the
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Code and to pay to the United States of America, not later than 60 days after the Certificates
of Obligation have been paid in full, 100 percent of the amount then required to be paid as a
result of Excess Earnings under section 148(f) of the Code.

(b) Rebate Fund. In order to facilitate compliance with the above covenant (8), a "Rebate
Fund" is hereby established by the City for the sole benefit of the United States of America, and
such fund shall not be subject to the claim of any other person, including without limitation the
holders. The Rebate Fund is established for the additional purpose of compliance with section 148
of the Code.

(¢} Proceeds. The City understands that the term "proceeds” includes "disposition proceeds"
as defined in the Treasury Regulations. It is the understanding of the City that the covenants
contained herein are intended to assure compliance with the Code and any regulations or rulings
promulgated by the U.S. Department of the Treasury pursuant thereto. In the event that regulations
or rulings are hereafier promulgated which modify or expand provisions of the Code, as applicable to
the Certificates of Obligation, the City will not be required to comply with any covenant contained
herein to the extent that such failure to comply, in the opinion of nationally recognized bond counsel,
will not adversely affect the exemption from federal income taxation of interest on the Certificates of
Obligation under section 103 of the Code. In the event that regulations or rulings are hereafter
promulgated which impose additional requirements which are applicable to the Certificates of
Obligation, the City agrees to comply with the additional requirements to the extent necessary, in the
opinion of nationally recognized bond counsel, to preserve the exemption from federal income
taxation of interest on the Certificates of Obligation under section 103 ofthe Code. In furtherance of
such intention, the City hereby authorizes and directs the Mayor, the City Manager or the Director of
Finance of the City to execute any documents, certificates or reports required by the Code and to
make such elections, on behalf of the City, which may be permitted by the Code as are consistent
with the purpose for the issuance of the Certificates of Obligation.

(d) Allocation of, and Limitation on, Expenditures for the Project. The City covenants to
account for the expenditure of sale proceeds and investment earnings to be used for the purposes
described in Section 1 of this Ordinance (collectively referred to herein as the "Project) on its books
and records in accordance with the requirements of the Internal Revenue Code. The City recognizes
that in order for the proceeds to be considered used for the reimbursement of costs, the proceeds
must be allocated to expenditures within 18 months of the later of the date that (1) the expenditure is
made, or (2) the Project is completed; but in no event later than three years after the date on which
the original expenditure is paid. The foregoing notwithstanding, the City recognizes that in order for
proceeds to be expended under the Internal Revenue Code, the sale proceeds or investment earnings
must be expended no more than 60 days after the earlier of (1) the fifth anniversary of the delivery of
the Certificates of Obligation, or (2) the date the Certificates of Obligation are retired. The City
agrees to obtain the advice of nationally-recognized bond counsel if such expenditure fails to comply
with the foregoing to assure that such expenditure will not adversely affect the tax-exempt status of
the Certificates of Obligation. For purposes hereof, the City shall not be obligated to comply with
this covenant if it obtaing an opinion that such failure to comply will not adversely affect the
excludability for federal income tax purposes from gross income of the interest.
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(e) Disposition of Project. The City covenants that the property constituting the Project
financed or refinanced with the proceeds of the Certificates of Obligation will not be sold or
otherwise disposed in a transaction resulting in the receipt by the City of cash or other compensation,
unless the City obtains an opinion of nationally-recognized bond counsel that such sale ot other
disposition will not adversely affect the tax-exempt status of the Certificates of Obligation. For
purposes of the foregoing, the portion of the property comprising personal property and disposed in
the ordinary course shall not be treated as a transaction resulting in the receipt of cash or other
compensation. For purposes hereof, the City shall not be obligated to comply with this covenant if it
obtains an opinion that such failure to comply will not adversely affect the excludability for federal
income tax purposes from gross income of the interest.

(/) Written Procedures. Unless superseded by another action of the City, to ensure
compliance with the covenants contained herein regarding private business use, remedial actions,
arbitrage and rebate, the City Council hereby adopts and establishes the instructions attached hereto
as Exhibit B as the City's written procedures.

(g) Designation as Qualified Tax-Exempt Obligations. The City hereby designates the
Certificates of Obligation as "qualified tax-exempt obligations" as defined in section 265(b)(3) of the
Code. In furtherance of such designation, the City represents, covenants and warrants the following:
(i) that during the calendar year in which the Certificates of Obligation are issued, the City (including
any subordinate entities) has not designated nor will designate obligations, which when aggregated
with the Certificates of Obligation, will result in more than $10,000,000 of "qualified tax-exempt
obligations" being issued; (ii) that the City reasonably anticipates that the amount of tax-exempt
obligations issued, during the calendar year in which the Certificates of Obligation are issued, by the
City (or any subordinate entities) will not exceed $10,000,000; and (iii) that the City will take such
action or refrain from such action as necessary, and as more particularly set forth in this Section, in
order that the Certificates of Obligation will not be considered "private activity bonds" within the
meaning of section 141 of the Code.

SECTION FIFTEEN, CONTINUING DISCLOSURE UNDERTAKING.

(a) Definitions. As used in this Section, the following terms have the meanings ascribed to
such terms below:

"EMMA" means the Electronic Municipal Market Access system being established by the
MSRB.

"MSRB" means the Municipal Securities Rulemaking Board.
"Rule" means SEC Rule 15¢2-12, as amended from time to time.,

"SEC" means the United States Securities and Exchange Commission.
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(b) Annual Reports. The City shall provide annually to the MSRB through EMMA within
six months after the end of each fiscal year ending in or after 2012, financial information and
operating data with respect to the City of the general type included in the final Official Statement
authorized by this Ordinance being the information described in Exhibit C hereto. Any financial
statements so to be provided shall be (1) prepared in accordance with the accounting principles
described in Exhibit C hereto, or such other accounting principles as the City may be required to
employ from time to time pursuant to state law or regulation, and (2) audited, if the City
commissions an audit of such statements and the audit is completed within the period during which
they must be provided. If the audit of such financial statements is not complete within such period,
then the City shall provide (1) unaudited financial statements for such fiscal year within such six
month period, and (2) audited financial statements for the applicable fiscal year to the MSRB
through EMMA when and if the audit report on such statements become available.

If the City changes its fiscal year, it will notify the MSRB through EMMA of the date of the
new fiscal year end prior to the next date by which the City otherwise would be required to provide
financial information and operating data pursuant to this paragraph (b).

The financial information and operating data to be provided pursuant to this paragraph (b)
may be set forth in full in one or more documents or may be included by specific reference to any
document (including an official statement or other offering document, if it is available from the
MSRB) that theretofore has been provided to the MSRB through EMMA or filed with the SEC.

{©) Event Notices.

(i) The City shall notify the MSRB through EMMA in an electronic format as
prescribed by the MSRB, in a timely manner (but not in excess of ten business days after the
occurrence of the event) of any of the following events with respect to the Certificates of
Obligation, if such event is material within the meaning of the federal securities laws:

1. Non-payment related defaults;

2. Modifications to rights of holders;

3 Redemption calls;

4. Release, substitution, or sale of property securing repayment of the

Certificates of Obligation;

5. The consummation of a merger, consolidation, or acquisition involving an
obligated person or the sale of all or substantially all of the assets of the
obligated person, other than in the ordinary course of business, the entry into
a definitive agreement to undertake such an action or the termination of a
definitive agreement relating to any such actions, other than pursuant to its
terms; and
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6.

(ii)

Appointment of a successor or additional trustee or the change of name of a
trustee.

The City shall notify the MSRB through EMMA in an electronic format as

prescribed by the MSRB, in a timely manner (but not in excess of ten business days after the
occurrence of the event) of any of the following events with respect to the Certificates of
Obligation, without regard to whether such event is considered material within the meaning
of the federal securities laws:

8.

9.

(iif)

Principal and interest payment delinquencies;

Unscheduled draws on debt service reserves reflecting financial difficulties;
Unscheduled draws on credit enhancements reflecting financial difficulties;
Substitution of credit or liquidity providers, or their failure to perform;
Adverse tax opinions or the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue (IRS
Form 5701BTEB) or other material notices or determinations with respect to
the tax-exempt status of the Certificates of Obligation, or other events
affecting the tax-exempt status of the Certificates of Obligation;

Tender offers;

Defeasances;

Rating changes; and

Bankruptcy, insolvency, receivership or similar event of an obligated person.

The City shall notify the MSRB through EMMA, in a timely manner, of any

failure by the City to provide financial information or operating data in accordance with
subsection (b) of this Section by the time required by such subsection.

(d) Limitations, Disclaimers, and Amendments. The City shall be obligated to observe and

perform the covenants specified in this Section for so long as, but only for so long as, the City
remains an "obligated person” with respect to the Certificates of Obligation within the meaning of
the Rule, except that the City in any event will give notice of any deposit made in accordance with
Section 11 of this Ordinance that causes Certificates of Obligation no longer to be outstanding.

The provisions of this Section are for the sole benefit of the holders and beneficial owners of
the Certificates of Obligation, and nothing in this Section, express or implied, shall give any benefit
or any legal or equitable right, remedy, or claim hereunder to any other person. The City undertakes
to provide only the financial information, operating data, financial statements, and notices which it
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has expressly agreed to provide pursuant to this Section and does not hereby undertake to provide
any other information that may be relevant or material to a complete presentation of the City's
financial results, condition, or prospects or hereby undertake to update any information provided in
accordance with this Section or otherwise, except as expressly provided herein. The City does not
make any representation or warranty concerning such information or its usefulness to a decision to
invest in or sell Certificates of Obligation at any future date.

UNDER NO CIRCUMSTANCES SHALL THE CITY BE LIABLE TO THE HOLDER OR
BENEFICIAL OWNER OF ANY CERTIFICATE OF OBLIGATION OR ANY OTHER PERSON,
IN CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART FROM
ANY BREACH BY THE CITY, WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS
PART, OF ANY COVENANT SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND
REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT, FOR OR ON ACCOUNT OF
ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION FOR MANDAMUS OR SPECIFIC
PERFORMANCE.

No default by the City in observing or performing its obligations under this Section shall
comprise a breach of or default under this Ordinance for purposes of any other provision of this
Ordinance,

Nothing in this Section is intended or shall act to disclaim, waive, or otherwise limit the
duties of the City under federal and state securities laws.

The provisions of this Section may be amended by the City from time to time to adapt to
changed circumstances that arise from a change in legal requirements, a change in law, or a change
in the identity, nature, status, or type of operations of the City, but only if (1) the provisions of this
Section, as so amended, would have permitted an underwriter to purchase or sell Certificates of
Obligation in the primary offering of the Certiticates of Obligation in compliance with the Rule,
taking into account any amendments or interpretations of the Rule since such offering as well as such
changed circumstances and (2) either (a) the holders of a majority in aggregate principal amount {or
any greater amount required by any other provision of this Ordinance that authorizes such an
amendment) of the outstanding Certificates of Obligation consent to such amendment or (b) a person
that is unaffiliated with the City (such as nationally recognized bond counsel) determined that such
amendment will not materially impair the interest of the holders and beneficial owners of the
Certificates of Obligation. The City may also amend or repeal the provisions of this continuing
disclosure agreement if the SEC amends or repeals the applicable provision of the Rule or a court of
final jurisdiction enters judgment that such provisions of the Rule are invalid, but only if and to the
extent that the provisions of this sentence would not prevent an underwriter from lawfully purchasing
or selling Certificates of Obligation in the primary offering of the Certificates of Obligation. Ifthe
City so amends the provisions of this Section, it shall include with any amended financial
information or operating data next provided in accordance with paragraph (b) of this Section an
explanation, in narrative form, of the reason for the amendment and of the impact of any change in
the type of financial information or operating data so provided.
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SECTION SIXTEEN. SALE AND DELIVERY OF THE CERTIFICATES OF
OBLIGATION. The Certificates of Obligation are hereby initially sold and shall be delivered to
for cash for the par value thereof, plus a net original issue premium of §

, and no accrued interest. The Certificates of Obligation initially shall be registered in the
name of . Ttis hereby officially found, determined, and declared that
said purchaser is the highest bidder for the Certificates of Obligation as a result of invitations for
competitive bids. It is further officially found, determined, and declared that the Certificates of
Obligation have been sold at public sale to the bidder offering the lowest interest cost, after receiving
sealed bids pursuant to an Official Notice of Sale and Bidding Instructions and the Preliminary
Official Statement, dated February 7, 2012, prepared and distributed in connection with the sale of
the Certificates of Obligation. In satisfaction of Section 1201.022(a)(3), Texas Government Code,
and upon consultation with the City's Financial Advisor, the City Council hereby determines that the
final terms of the Certificates of Obligation as set forth in this Ordinance and resulting from the
receipt of such competitive bids are in the City's best interests.

SECTION SEVENTEEN. APPROVAL OF OFFICIAL STATEMENT. The City
hereby approves the form and content of the Official Statement relating to the Certificates of
Obligation and any addenda, supplement, or amendment thereto, and approves the distribution of the
Official Statement in the reoffering of the Certificates of Obligation by the Underwriters in final
form, with such changes therein or additions thereto as the officer executing the same may deem
advisable, such determination to be conclusively evidenced by his execution thereof. The
distribution and use of the Preliminary Official Statement for the Certificates of Obligation, dated
February 7, 2012, prior to the date hereof is hereby ratified and confirmed. The City Council finds
and determines that the Preliminary Official Statement and the Official Statement were and are
"deemed final" as of each of their respective dates within the meaning, and for the purpose, of Rule
15¢2-12 promulgated under authority granted by the Federal Securities and Exchange Act of 1934.

SECTION EIGHTEEN, AUTHORITY FOR OFFICERS TO EXECUTE
DOCUMENTS AND APPROVE CHANGES. The Mayor, Mayor Pro-Tem, City Secretary, City
Manager and Director of Finance of the City, and all other officers, employees, and agents of the
City, and each of them, shall be and they are hereby expressly authorized, empowered, and directed
from time to time and at any time to do and perform all such acts and things and to execute,
acknowledge, and deliver in the name and under the corporate seal and on behalf of the City all such
instruments, whether or not herein mentioned, as may be necessary or desirable in order to cairy out
the terms and provisions of this Ordinance, the Certificates of Obligation, the sale of the Certificates
of Obligation, the Official Statement, the Purchase Contract, and the Paying Agent/Registrar
Agreement. In addition, prior to the initial delivery of the Certificates of Obligation, the Mayor,
Mayor Pro-Tem, City Secretary, City Manager, Director of Finance, the City Attorney and Bond
Counsel are hereby authorized and directed to approve any technical changes or correction to this
Ordinance or to any of the instruments authorized and approved by this Ordinance necessary in order
to (i) correct any ambiguity or mistake or properly or more completely document the transactions
contemplated and approved by this Ordinance and as described in the Official Statement, (ii) obtaina
rating from any of the national bond rating agencies or satisfy any requirements of the provider of a
municipal bond insurance policy, if any, or (iii) obtain the approval of the Certificates of Obligation
by the Attorney General's office. In case any officer whose signature shall appear on any Certificate

30




of Obligation shall cease to be such officer before the delivery of such Certificate of Obligation, such
signature shall nevertheless be valid and sufficient for all purposes the same as if such officer had
remained in office until such delivery. The Director of Finance of the City is further authorized to
pay to the Attorney General of Texas prior to the delivery of the Certificates of Obligation, for the
Attorney General's review of the transcript of proceedings related to the Certificates of Obligation,
the amount required pursuant to Section 1202.004, Texas Government Code, as amended.

SECTION NINETEEN. ORDINANCE A CONTRACT; AMENDMENTS. This
Ordinance shall constitute a contract with the Registered Owners of the Certificates of Obligation,
binding on the City and its successors and assigns, and shall not be amended or repealed by the City
as long as any Certificate of Obligation remains outstanding except as permitted in this Section. The
City may, without the consent of or notice to any Registered Owners, amend, change, or modify this
Ordinance as may be required (i) by the provisions herecf, (ii} for the purpose of curing any
ambiguity, inconsistency, or formal defect or omission herein, or (iii) in connection with any other
change which is not to the prejudice of the Registered Owners. The City may, with the written
consent of the Registered Owners of a majority in aggregate principal amount of the Certificates of
Obligation then outstanding affected thereby, amend, change, modify, or rescind any provisions of
this Ordinance; provided that without the consent of all of the Registered Owners affected, no such
amendment, change, modification, or rescission shall (i) extend the time or times of payment of the
principal of and interest on the Certificates of Obligation, reduce the principal amount thereof or the
rate of interest thereon, (ii) give any preference to any Certificate of Obligation over any other
Certificate of Obligation, (iii) extend any waiver of default to subsequent defaults, or (iv) reduce the
agpregate principal amount of Certificates of Obligation required for consent to any such
amendment, change, modification, or rescission. Whenever the City shall desire to make any
amendment or addition to or rescission of this Ordinance requiring consent of the Registered
Owners, the City shall cause notice of the amendment, addition, or rescission to be sent by first class
mail, postage prepaid, to the Registered Owners at the respective addresses shown on the
Registration Books. Whenever at any time within one year after the date of the giving of such notice,
the City shall receive an instrument or instruments in writing executed by the Registered Owners of a
majority in aggregate principal amount of the Certificates of Obligation then outstanding affected by
any such amendment, addition, or rescission requiring the consent of the Registered Owners, which
instrument or instruments shall refer to the proposed amendment, addition, or rescission described in
such notice and shall specifically consent to and approve the adoption thereof in substantially the
form of the copy thereof referred to in such notice, thereupon, but not otherwise, the City may adopt
such amendment, addition, or rescission in substantially such form, except as herein provided. No
Registered Owner may thereafter object to the adoption of such amendment, addition, or rescission,
or to any of the provisions thereof, and such amendment, addition, or rescission shall be fully
effective for all purposes.

SECTION TWENTY. REMEDIES IN EVENT OF DEFAULT. In addition to all the
rights and remedies provided by the laws of the State of Texas, it is specifically covenanted and
agreed particularly that in the event the City (i) defaults in the payment of the principal, premium, if
any, or interest on the Certificates of Obligation, (ii) defaults in the deposits and credits required to
be made to the Interest and Sinking Fund, or (iii) defaults in the observance or performance of any
other of the covenants, conditions or obligations set forth in this Ordinance and the continuation

31




thereof for 30 days after the City has received written notice of such defaults, the Holders of any of
the Certificates of Obligation shall be entitled to seek a writ of mandamus issued by a court of proper
jurisdiction compelling and requiring the governing body of the City and other officers of the City to
observe and perform any covenant, condition or obligation prescribed in this Ordinance.

No delay or omission to exercise any right or power accruing upon any default shall impair
any such right or power or shall be construed to be a waiver of any such default or acquiescence
therein, and every such right and power may be exercised from time to time and as often as may be
deemed expedient. The specific remedy herein provided shall be cumulative of all other existing
remedies, and the specification of such remedy shall not be deemed to be exclusive.

SECTION TWENTY-ONE. APPROPRIATION TO PAY INTEREST. The City
Council hereby finds that there are sufficient funds available to pay the interest on the Certificates
coming due on August 15, 2012, and hereby directs the City Manager and the Director of Finance to
transfer on or before such date available funds to the Interest and Sinking Fund in an amount
sufficient to pay the interest coming due on such date.

SECTION TWENTY-TWO, INTERESTED PARTIES. Nothing in this Ordinance
expressed or implied is intended or shall be construed to confer upon, or to give to, any person or
entity, other than the City, the Underwriters and the registered owners of the Certificates of
Obligation, any right, remedy or claim under or by reason of this Ordinance or any covenant,
condition or stipulation hereof, and all covenants, stipulations, promises and agreements in this
Ordinance contained by and on behalf of the City shall be for the sole and exclusive benefit of the
City, the Underwriters and the registered owners of the Certificates of Obligation.

SECTION TWENTY-THREL, INCORPORATION OF RECITALS. The City hereby
finds that the statements set forth in the recitals of this Ordinance are true and correct, and the City
hereby incorporates such recitals as a part of this Ordinance.

SECTION TWENTY-FOUR. SEVERABILITY. Ifany provision of this Ordinance or the
application thereof to any circumstance shall be held to be invalid, the remainder of this Ordinance
and the application thereof to other circumstances shall nevertheless be valid, and this governing
body hereby declares that this Ordinance would have been enacted without such invalid provision.

SECTION TWENTY-FIVE, EFFECTIVE DATE. Pursuant to the provisions of Section
1201.028, Texas Government Code, this Ordinance shall become effective immediately after its
adoption by the City Council.

[The remainder of this page left blank }'nfentionally. i
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PASSED AND APPROVED BY THE CITY COUNCIL OF THE CITY OF
KERRVILLE, TEXAS AT A REGULAR MEETING ON THE 14" DAY OF FEBRUARY,
2012, AT WHICH MEETING A QUORUM WAS PRESENT.

ATTEST:

Brenda G. Craig, City Secretary David Wampler, Mayor

APPROVED AS TO FORM:

Michael C. Hayes, City Attorney

(CITY SEAL)

[SIGNATURE PAGE TO CERTIFICATE OF OBLIGATION ORDINANCE]




EXHIBIT A
FORM OF PAYING AGENT/REGISTRAR AGREEMENT

THE PAYING AGENT/REGISTRAR AGREEMENT IS OMITTED AT THIS POINT
AS IT APPEARS IN EXECUTED FORM ELSEWHERE IN THIS TRANSCRIPT.




EXHIBITB

WRITTEN PROCEDURES RELATING TO

CONTINUING COMPLIANCE WITH FEDERAL TAX COVENANTS

A.

Arbitrage. With respect to the investment and expenditure of the proceeds of the

Certificates, the City's chief financial officer (the "Responsible Person"), which currently is the
City's Director of Finance, will:

(©)

(ii)

(iif)

(iv)

v)

(v)

(vii)

(viii)

instruct the appropriate person or persons that the construction, renovation or
acquisition of the facilities must proceed with due diligence and that binding
contracts for the expenditure of at least 5%of the proceeds of the Certificates will be
entered into within six (6) months of the date of delivery of the Certificates (the
"Issue Date"),

monitor that at least 85% of the proceeds of the Certificates to be used for the
construction, renovation or acquisition of any facilities are expended within three (3)
years of the Issue Date;

restrict the yield of the investments to the yield on the Certificates after three (3)
years of the Issue Date;

monitor all amounts deposited into a sinking fund or funds (e.g., the Interest and
Sinking Fund), to assure that the maximum amount invested at a yield higher than the
yield on the Certificates does not exceed an amount equal to the debt service on the
Certificates in the succeeding 12 month period plus a carryover amount equal to
one-twelfth of the principal and interest payable on the Certificates for the
immediately preceding 12-month period;

ensure that no more than 50% of the proceeds of the Certificates are invested in an
investment with a guaranteed yield for 4 years or more;

maintain any official action of the City (such as a reimbursement resolution) stating
its intent to reimburse with the proceeds of the Certificates any amount expended
prior to the Issue Date for the acquisition, renovation or construction of the facilities;

ensure that the applicable information return (e.g., IRS Form 8038-G, 8038-GC, or
any successor forms) is timely filed with the IRS; and

assure that, unless excepted from rebate and yield restriction under section 148(f) of
the Code, excess investment earnings arec computed and paid to the U.S. government
at such time and in such manner as directed by the IRS (A) at least every S years after
the Issue Date and (B) within 30 days after the date the Certificates are retired.
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B. Private Business Use. With respect to the use of the facilities financed or refinanced
with the proceeds of the Certificates the Responsible Person will:

() monitor the date on which the facilities are substantially complete and available to be
used for the purpose intended,

(ii)  monitor whether, at any time the Certificates are outstanding, any person, other than
the City, the employees of the City, the agents of the City or members of the general
public has any contractual right (such as a lease, purchase, management or other
service agreement) with respect to any portion of the facilities;

(iii)  monitor whether, at any time the Certificates are outstanding, any person, other than
the City, the employees of the City, the agents of the City or members of the general
public has a right to use the output of the facilities (e.g., water, gas, electricity);

(iv)  monitor whether, at any time the Certificates are outstanding, any person, other than
the City, the employees of the City, the agents of the City or members of the general
* public has a right to use the facilities to conduct or to direct the conduct of research;

(v)  determine whether, at any time the Certificates are outstanding, any person, other
than the City, has a naming right for the facilities or any other contractual right
granting an intangible benefit;

(vi)  determine whether, at any time the Certificates are outstanding, the facilities are sold
or otherwise disposed of; and

(vii) take such action as is necessary to remediate any failure to maintain compliance with
the covenants contained in the Ordinance related to the public use of the facilities.

C. Record Retention. The Responsible Person will maintain or cause to be maintained
all records relating to the investment and expenditure of the proceeds of the Certificates and the use
of the facilities financed or refinanced thereby for a period ending three (3) years after the complete
extinguishment of the Certificates. [fany portion of the Certificates is refunded with the proceeds of
another series of tax-exempt obligations, such records shall be maintained until the three (3) years
after the refunding obligations are completely extinguished. Such records can be maintained in paper
or electronic format.

D, Responsible Person. The Responsible Person shall receive appropriate training
regarding the City's accounting system, contract intake systém, facilities management and other
systems necessary to track the investment and expenditure of the proceeds and the use of the
facilities financed or refinanced with the proceeds of the Certificates. The foregoing
notwithstanding, the Responsible Person is authorized and instructed to retain such experienced
advisors and agents as may be necessary to carry out the purposes of these instructions.




EXHIBIT C

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION

The following information is referred to in Section 15 of this Ordinance.
Annual Financial Statements and Operating Data

The financial information and operating data with respect to the City to be provided annually
in accordance with such Section are as specified (and included in the Appendix or under the headings
of the Official Statement referred to) below:

L. The annual audited financial statements of the City or the unaudited financial
statements of the City in the event audited financial statements are not completed within six months

after the end of any fiscal year.

2. All quantitative financial information and operating data with respect to the City of -
the general type included in the Official Statement under Tables 1 through 6 and 8 through 15,

Accounting Principles

The accounting principles referred to in such Section are the accounting principles described
in the notes to the financial statements referred to in paragraph 1 above.
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Agenda ltem:

5A. Hear request for action from Elizabeth Bigelow regarding helicopter incident
at Comanche Trace. (Elizabeth Bigelow)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT OF REQUEST:
AGENDA DATE: February 14, 2012 DATE SUBMITTED: Feb.0,2012

REQUESTED/SUBMITTED BY: Elizabeth K. Bigelow PHONE: 830 895
1579

ORGANIZATION REPRESENTING:

MAILING ADDRESS: P O Box 293999. Kerrville, Tx. 78029

3705 Club View Court, Kerrville, Tx. 78028

EMAIL ADDRESS: liz.bigelow2@yahoo.com

EXHIBITS/INFORMATION: Memo to FAA , Operations Supervisor, San Antonio
Texas.

APPROVED FOR SUBMITTAL BY CITY MANAGER: W

WILL THIS ITEM REQUIRE CITY COUNCIL TO AUTHORIZE THE
EXPENDITURE OF CITY FUNDS? YES: NO: X

IF YES, STATE AMOUNT REQUESTED: $__ none

DESCRIPTION OF REQUEST

Attached is a copy of my memorandum dated this date to the FAA District Office
San Antonio, Texas. This regards a helicopter incident that occurred in the City
of Kerrville City Limits in the subdivision of Comanche Trace on Monday,
February 6, 2012. The memorandum is self explanatory. The FAA has advised
Me to pursue this with the City of Kerrville, as | had first called the City of
Kerrville and was told that the City of Kerrville does not have height or any
requlations regarding helicopters etc in subdivisions of Kerrville. The FAA

has the tail number of the aircraft and wants the City of Kerrville to become
regulated or to be able to submit information to its residents in this regard. The
city of Kerrville can contact Mr. Brian Fricker an AS| Safety Inspector of the

FAA in San Antonio at 210 308 3300 ext 380.

A very dangerous situation occurred in a subdivision and the City of Kerrville
Should have knowledge to respond or alert residents of these types of

occurances.

Submitted by Elizabeth K. Bigelow, resident and personal property owner of
Comanche Trace, within the City of Kerrville City Limits.




ECOMMENDED COUNCIL. ACTION




YIATFAX: 12103083399

MEMORANDUM

ATTENTION: QPERATIONS SUPERVISOR
FAA DISTRICT OFFICE
SAN ANTONIO, TEXAS

FROM: ELIZABETH K. BIGELOW
3705 CLUB VIEW COURT
KERRVILLE, TEXAS 78028
830 895 1579

REGARDING: HELICOPTER INCIDENT
MONDAY, FEBRUARY 6, 2012

DATE: FEBRUARY 9, 2012

AN INCIDENT OCCURRED SOMETIME MID MORNING ON MONDAY, FEBRUARY 6, 2012, IN OUR SUBDIVISION,
COMANCHE TRACE. (THIS SUBDIVISION IS WITHIN THE CITY LIMITS OF KERRVILLE, TEXAS 78028 WITH
PRIVATELY OWNED PROPERTIES.)

A PILOT IN SMALL HELICOPTER FLEW OVER MY HOME (MY PRIVATE, PERSONALLY OWNED RESIDENCE). THE
CRAFT WAS FLYING AT AN ESTIMATE OF ABOUT 6 TO 10 FEET ABOVE MY THE ROOF, IF NOT LOWER. IT WAS 50
CLOSE THAT I THOUGHT MY HOME WAS GOING TO BE HIT.

THE PILOT OF THIS HELICOPTER WAS FLYING JUST ABOVE GROUND LEVEL IN MY BACK YARD AND FLEW INTO
THE VACANT LOT BELOW ME AT AN ALTITUDE SO LOW THAT [ FEARED HE WOULD HIT A TREE LIMB AND
CRASH. THE PILOT WAS FLYING VERY FAST AND MAKING VERY QUICK TURN MANEUVERS TO FLUSH OUT
WILDLIFE TO HERD THEM INTO A PRE EXISTING TEMPORARY FENCED AREA THAT HAD BEEN PREPARED WITHIN
OUR SUBDIVISION... TO HAVE THE ANIMALS REMOVED. (AT THE TIME THIS WAS HAPPENING [ DID NOT KNOW
ABQUT THE FENCING...THE PERSON THAT ANSWERED THE PHONE IN THE OFFICE OF QUR SUBDIVISION TOLD
ME THEY WERE JUST MOVING THE ANIMALS TO THE BACK OF THE SUBDIVISION.)

THIS SAME FLIGHT OCCURRED SEVERAL THMES OVER MY HOME THAT SAME MORNING. THE PILOT CONTINUED
FLYING OVER, IN AND AROUND OUR SUBDIVISION FOR WHAT SEEMED TO BE A WHILE. HE CONTINUED TO FLY
THE SAME MANEUVERS OVER MANY OTHER PRIVATELY OWNED PROPERTIES. THIS TNCIDENT WAS
EXTREMELY ALARMING. THERE WAS NO NOTICE GIVEN TO RESIDENTS OF AN EVENT OF THIS NATURE BY
NEITHER COMANCHE TRACE NOR THE CITY OF KERRVILLE,

THE SHOCK, HIGH SPEED, AND QUICK TURNS LEFT NO TIME TO IDENTHY THE TAIL NUMBER OF THE
HELICOPTER, THE HELICOPTER WAS FAIRLY SMALL AND WAS A COLOR OF LIGHT BEIGE OR CREAM, ITIS
MY UNDERSTANDING AFTERWARD THE HELICOPTER WAS SEEN BEING LOADED ONTO A TRAILER CLOSE 70O THE
SALES OFFICE OF COMANCHE TRACE,

T ALSO CONTACTED THE CITY OF KERRVILLE AND WAS TOLD T WILL HAVE TO SCHEDULE TO MEET WITH THE
CITY COUNCIL, AS THEY HAVE NEVER HAD THIS HAPPEN AND AS FAR AS THEY KNOW NO REGULATIONS EXIST,
ON THE MORNING OF FEBRUARY 6™ | SPOKE WITH THE AIRPORT MANAGER AND HE STATED TO ME THAT HE
DID NOT KNOW OF HEIGHT OR REGULATIONS FOR HELICCPTERS. THIS IS SHOCKING TO FIND THE CITY OF
KERRVILLE NOR DOES THE KERRVILLE AIRPORT MANAGER KNOW REGULATIONS IN THIS REGARD.

IT WOULD BE MOST APPRECIATED IF YOU COULD INTERVENE. THIS WAS NOT A CATASTROPHIC EVENT,
HOWEVER IT COULD HAVE BEEN. 1T WAS EXTREMELY ALARMING AND DANGEROUS. ] ONLY THINK OF
HELICOPTERS HERDING CATTLE OR ANIMALS SOMEWHERE ON OPEN RANGE LIKE THE KING RANCH OR WILD
HORSES IN AN OPEN RANGE NOT IN PROXIMITY OF HOMES AND OTHER PERSONAL PROPERTY, PLUS THE HARM
TO INDIVIDUALS, CHILDREN AND PETS.

THANK YOU




Agenda ltem:

5B. A resolution suspending the March 8, 2012, effective date of Atmos Energy
Corp., Mid-Tex Division ("Atmos Mid-Tex") requested rate change to permit the
city time to study the request and to establish reasonable rates; approving
cooperation with Atmos Cities Steering Committee (“ACSC") and other cities in
the Atmos Mid-Tex service area to hire legal and consulting services and to
negotiate with the company and direct any necessary litigation and appeals;
requiring reimbursement of cities’ rate case expenses; finding that the meeting at
which this resolution is passed is open to the public as required by law; requiring
notice of this resolution to the company and ACSC'’s legal counsel. (staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Suspension of request of Atmos for rate change.

FOR AGENDA OF: Feb. 14, 2012 Q/DATE SUBMITTED: Feb.7,2012

SUBMITTED BY: Mike HayesU\M CLEARANCES:
City Attorney

EXHIBITS: Resolution, Frequently Asked Questions Information Sheet, List of
ACSC cities, Atmos Energy Mid-Tex Division Executive Summary
Rate Case Filing January 2012

AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER: //}/
Expenditure Current Balance Amount " Account
Required: in Account: Budgeted: Number:
$ $ $

PAYMENT TO BE MADE TO:
REVIEWED BY THE FINANCE DEPARTMENT:

SUMMARY STATEMENT

The City, along with approximately 153 other cities served by Atmos Energy Corp., Mid-Tex
Division (“Atmos Mid-Tex” or “Company”), is a member of the Atmos Cities Steering Committee
(“ACSC” or “Steering Committee”). On or about January 31, 2012, Atmos Mid-Tex filed with the
City a Statement of Intent to increase its gas utility rates within the City.

Background

In 2003, TXU Gas filed a statewide rate case which became known at the Railroad
Commission of Texas (“RRC”) as Gas Utilities Docket (“GUD”) No. 9400. That same year the
Texas Legislature passed legislation refeired to as the Gas Reliability Infrastructure Program
(“GRIP”) which authorized annual piecemeal rate reviews that Texas courts have concluded
significantly restrict city jurisdiction, participation, and input. Shortly after GUD No. 9400 was
decided in 2004, Atmos Energy purchased TXU Gas and created what is known as Atmos Energy
Corp., Mid-Tex Division. The City is within the Atmos Mid-Tex Division.

Atmos Mid-Tex filed four GRIP cases before filing a traditional rate case in September,
2007. As part of a Settlement Agreement with Atmos over the 2007 rate case, ACSC and Atmos
created a substitute process for annual piecemeal GRIP cases. That substitute process was called a
Rate Review Mechanism (“RRM”) and was intended as an expedited but comprehensive rate review
that included a number of fixed values and constraints. The RRM was intended as a three-year




experiment. Last year, it was extended for a fourth year with some slight modifications to the
original formulas. ACSC negotiated with Atmos in the final quarter of last year to further extend the
RRM process, but no agreement was reached. Atmos has expressed a desire to reach a settiement of
the January 31, 2012 filing that includes a revised RRM process.

Attached are frequently asked questions (“FAQs™) on ACSC and the RRM ratemaking
process.

Discussion and Purpose

Atmos Mid-Tex filed a Statement of Intent on January 31, 2012, seeking to increase system-
wide base rates (which exclude the cost of gas) by approximately $49 million or 11.94%. However,
the Company is requesting an increase of 13.6%, excluding gas costs, for its residential customers.
Additionally, the application would change the way that rates are collected, by increasing the
residential fixed-monthly (or customer) charge from $7.50 to $18.00 and decreasing the consumption
charge from $0.25 per 100 cubic feet (“cef”) to $0.07 per ccf.

The law provides that a rate request made by a gas utility cannot become effective until at
least 35 days following the filing of the application to change rates. Atmos has proposed an effective
date of March 6, 2012, The law permits the City to suspend the rate change for 90 days after the date
the rate change would otherwise be effective. If the City fails to take some action regarding the filing
before the effective date, Atmos’ rate request is deemed administratively approved,

The purpose of this Resolution is to extend the effective date of Atmos Mid-Tex’s proposed
rate increase to give the City time to review the rate-filing package. The Resolution suspends the
March 6, 2012 effective date of the Company’s rate increase for the maximum period permitted by
law to allow the City, working with the ACSC, to evaluate the filing, determine whether the filing
complies with law, and if lawful, to determine what further strategy to pursue, including settlement
and ultimately to approve reasonable rates.

Explanation of “Be It Resolved Paragraphs”

SECTION ONE. The City is authorized to suspend the rate change for 90 days after the
date that the rate change would otherwise be effective so long as the City has a legitimate purpose.
Time to study and investigate the application is always a legitimate purpose. Please note that the
Resolution refers to the suspension period as the “maximum period allowed by law” rather than
ending by a specific date. This is because the Company controls the effective date and can extend its
effective date and, therefore, extend the deadline for final City action to increase the time that the
City retains jurisdiction (for example, if necessary to reach settlement on the case). Ifthe suspension
period is not otherwise extended by the Company, the City must take final action on Atmos Mid-
Tex’s request to raise rates by June 4, 2012,

SECTION TWO. This provision recognizes the City’s membership in ACSC and
authorizes the City to participate with other similarly situated cities served by Atmos Mid-Tex in
order to more efficiently represent the interests of the City and its citizens.




SECTION THREE. By law, the Company must reimburse the cities for their reasonable
rate case expenses. Legal counsel and consultants approved by ACSC will present their invoices to
the City of Arlington which will then seek reimbursement from Atmos Mid-Tex. The City will not
incur liability for payment of rate case expenses by adopting this Resolution.

SECTION FOUR.  This section merely recites that the Resolution was passed at a meeting
that was open to the public and that the consideration of the Resolution was properly noticed.

' SECTION FIVE. This section provides that both Atmos Mid-Tex’s designated
representative and counsel for ACSC will be notified of the City’s action by sending a copy of the
approved and signed Resolution to certain designated individuals.

Conclusion

The City’s action to suspend the rate increase recognizes and facilitates the exercise of City
jurisdiction. Atmos Mid-Tex agrees that cities should have an opportunity to resolve the rate request
with the Company before jurisdiction attaches at the RRC and, therefore, supports the ACSC
suspension efforts. Denial of the request, as opposed to suspension, could trigger RRC jurisdiction
through an appellate process that would likely lead to litigation which ACSC hopes to avoid,

RECOMMENDED ACTION

Adoption of Resolution suspending effective date of Atmos Mid-Tex rate increase, January 2012
filing.

T LegalUtilities\ATMOS (TXUMAB_reso_Suspend eff date_020712 doc




CITY OF KERRVILLE, TEXAS
RESOLUTION NO. -2012

A RESOLUTION SUSPENDING THE MARCH 6, 2012,
EFFECTIVE DATE OF ATMOS ENERGY CORP., MID-
TEX DIVISION (“ATMOS MID-TEX”y REQUESTED RATE
CHANGE TO PERMIT THE CITY TIME TO STUDY THE
REQUEST AND TO ESTABLISH REASONABLE RATES;
APPROVING COOPERATION WITH ATMOS CITIES
STEERING COMMITTEE (“ACSC”) AND OTHER CITIES
IN THE ATMOS MID-TEX SERVICE AREA TO HIRE
LEGAL AND CONSULTING SERVICES AND TO
NEGOTIATE WITH THE COMPANY AND DIRECT ANY
NECESSARY LITIGATION AND APPEALS; REQUIRING
REIMBURSEMENT OF CITIES’ RATE CASE EXPENSES;
FINDING THAT THE MEETING AT WHICH THIS
RESOLUTION IS PASSED IS OPEN TO THE PUBLIC AS
REQUIRED BY LAW; REQUIRING NOTICE OF THIS
RESOLUTION TO THE COMPANY AND ACSC’S LEGAL
COUNSEL

WHEREAS, on or about January 31, 2012, Atmos Energy Corp., Mid-Tex Division
(*Atmos Mid-Tex” or “Company”), pursuant to Gas Utility Regulatory Act § 104.102 filed with
the City of Kerrville (“City”) a Statement of Intent to change gas rates in all municipalities
exercising original jurisdiction within its Mid-Tex Division service area, effective March 6,
2012; and

WHEREAS, the City is a regulatory authority under the Gas Utility Regulatory Act
(“GURA”) and under Chapter 104, §104.001 et seq. of GURA has exclusive original jurisdiction
over Atmos Mid-Tex’s rates, operations, and services within the City; and

WHEREAS, in order to maximize the efficient use of resources and expertise, it is
reasonable for the City to maintain its involvement in the Atmos Cities Steering Committee
(“ACSC”) and to cooperate with the more than 150 similarly situated city members of ACSC
and other city participants in conducting a review of the Company’s application and to hire and
direct legal counsel and consultants and to prepare a common response and to negotiate with the
Company and direct any necessary litigation; and

WHEREAS, Atmos Mid-Tex proposed March 6, 2012, as the effective date for its
requested increase in rates; and

WHEREAS, it is not possible for the Cify to complete its review of Atmos Mid-Tex’s
filing by March 6, 2012; and




WHEREAS, the City will need an adequate amount of time to review and evaluate
Atmos Mid-Tex’s rate application to enable the City to adopt a final decision as a local
regulatory authority with regard to Atmos Mid-Tex’s requested rate increase; and

WHEREAS, the Gas Utility Regulatory Act § 104.107 grants local regulatory authorities
the right to suspend the effective date of proposed rate changes for ninety (90) days; and

WHEREAS, the Gas Utility Regulatory Act § 103,022 provides that costs incured by
Cities in ratemaking activities are to be reimbursed by the regulated utility.

THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
KERRVILLE, TEXAS:

SECTION ONE., That the March 6, 2012, effective date of the rate request submitted
by Atmos Mid-Tex on January 31, 2012, be suspended for the maximum period allowed by law
to permit adequate time to review the proposed changes and to establish reasonable rates.

SECTION TWO.  That the City is authorized to cooperate with ACSC and its
member cities in the Mid-Tex service area and under the direction of the ACSC Executive
Comimittee to hire and direct legal counsel and consultants, negotiate with the Company, make
recommendations to the City regarding reasonable rates, and to direct any necessary
administrative proceedings or cowrt litigation associated with an appeal of a rate ordinance and
the rate case filed with the City or Railroad Commission,

SECTION THREE. That the City’s reasonable rate case expenses shall be reimbursed
by Atmos.

SECTION FOUR. That it is hereby officially found and determined that the meeting
at which this Resolution is passed is open to the public as required by law and the public notice
of the time, place, and purpose of said meeting was given as required.

SECTION FIVE. A copy of this Resolution shall be sent to Atmos, care of David
Park, Vice President Rates & Regulatory Affairs, at Atmos Energy Corporation, Mid-Tex
Division, 5420 LBJ Freeway, Suite 1862, Dallas, Texas 75240, and to Geoffrey Gay, General
Counsel to ACSC, at Lloyd Gosselink Rochelle & Townsend, P.C., P.O. Box 1725, Austin,
Texas 78767-1725,

PASSED AND APPROVED this day of , 2012,

David Wampler, Mayor

WA%;%/ ATTEST:

Michael C, Hayes, City Atidrney Brenda Craig, City Secretary

T:\Legal\Utilities\ATMOS (TX1reso\Suspension of Rate Increase_Atmos Mid-Tex 2012 rate case_020782.doc




Abilene
Addison
Allen
Alvarado
Angus

Anna

Argyle
Arlington
Bedford
Bellmead
Benbrook
Beverly Hills
Blossom
Blue Ridge
Bowie

Boyd
Bridgeport
Brownwood
Buffalo
Burkburnett
Burleson
Caddo Mills
Carroliton
Cedar Hilt
Celeste
Celina

Cisco
Cleburne
Clyde
College Station
Colleyville
Colorado City
Comanche
Coolidge
Coppell
Corinth
Corral City
Crandall
Crowley
Dalworthington Gardens
Denison
DeSoto
Duncanville
Eastland
Edgecliff Village
Emoty

Ennis

Euless
Everman
Fairview
Farmers Branch
Farmersville

1262979

ACSC Cities (154 Total)

Fate

Fiower Mound
Forest Hill
Fort Worth
Frisco

Frost
Gainesville
Garland
Garrett
Grand Prairie
Grapevine
Haltom City
Harker Heights
Haskell
Haslet
Hewitt
Highland Park
Highland Village
Honey Grove
Hurst

Towa Park
Irving

Justin
Kaufman
Keene

Keller

Kemp
Kennedale
Kerrville
Killeen
Krum
Lakeside
Lake Worth
Lancaster
Lewisville
Lincoln Park
Little Elm
Lorena
Madisonville
Malakoff
Mansfield
McKinney
Melissa
Mesquite
Midlothian
Murphy
Newark
Nocaona
North Richland Hills
Northlake
Oak Leaf
Ovilla

Palestine
Pantego

Paris

Parker

Pecan Hill
Plano

Ponder
Pottsboro
Prosper
Quitman

Red Oak
Reno (Parker County)
Richardson
Richland
Richtand Hills
River Oaks
Roanoke
Robinson
Rockwall
Roscoe
Rowlett
Royse City
Sachse
Saginaw
Seagoville
Sherman
Snyder
Southlake
Springtown
Stamford
Stephenville
Sulphur Springs
Sweetwater
Temple
Terrell

The Colony
Trophy Club
Tyler
University Park
Venus
Vernon

Waco
Watauga
Waxahachie
Westlake
Whitesboro
White Settlement
Wichita Falls
Woodway
Wylie

Updated 03.02.11




August 1, 2011
Revised February 1, 2012

FREQUENTLY ASKED QUESTIONS REGARDING
ACSC AND THE RRM RATEMAKING PROCESS

What is the Role of Cities in Ratemaking?

Cities have historically exercised original jurisdiction over the level of gas rates charged
within their boundaries. Generally, gas distribution utilities have filed rate cases at the city level
and only gone to the Railroad Commission of Texas (“RRC”) with an appeal of city action or if
they cannot reach a settlement with cities. If a utility and cities reach an agreement, the utility
may then file a case at the RRC to implement the same rates approved by cities in areas outside
municipal boundaries.

Once a case is at the RRC, the Commission Staff generally expects cities to intervene and
do most of the discovery, sponsor opposing witnesses, and do most of the cross-examination and
briefing. There is no consumer advocate at the RRC. If cities do not participate in hearings at
the RRC, the request of a regulated utility is likely to be rubber-stamped.

What is the background to the ereation of the Atmos Cities’ Steering Committee?

The Atmos pipeline and distribution systems were built, owned and operated by Lone
Star Gas (“LSG”) which maintained over 200 rate jurisdictions until it sold its assets to Texas
Utilities (“TXU”) in the late 1990’s. That meant that many cities had their own unique
distribution rates and that individual cities had to process rate cases at the local level. LSG-
Pipeline served all 200-plus distribution systems and pipeline rates were set by the RRC.

From the early 1980°s through the late 1990°s, LSG filed no pipeline or system-wide rate
case at the RRC. When LSG was finally brought before the RRC to show cause why its rates
should not be reduced, approximately 80 cities intervened and created an ad hoc group known as
the Steering Committee of Cities Served by Lone Star.

TXU purchased the LSG assets in the late 1990’s and immediately commenced
consolidating 200-plus ratemaking jurisdictions into regions, As regional cases were filed, cities
within each region created an ad hoc committee to form a common strategy and negotiating
position. Once TXU had aggregated the cities into five or six jurisdictions, each with a different
rate, Texas Utilities Gas Company filed a system-wide case to bring all of the old LSG territory
under one common rate. The different city regional committees then united and formed the
Allied Coalition of Cities (“ACC”). While the gas utility assets were owned and controlled by
TXU, the Steering Committee transformed itself from an ad hoc group that came together only in
response to rate filings by the utility into a permanent standing committee.

In Gas Utilities Docket (“GUD”) No. 9400 in 2004, TXU’s request for a $61.6 million
system-wide increase was aggressively opposed by ACC. The Company received only a $2.01
million increase. Unhappy with that result, TXU decided that owning a gas system was neither
as fun nor as profitable as the deregulated electric system, and they sold the system to Atmos
Energy Corporation (“Atmos” or “Company”). ACC was then transformed into the Steering




Committee of Cities Served by Atmos and then renamed Atmos Cities Steering Committee to
obtain an easy to remember acronym, “ACSC”.

What is the Atmos Cities Steering Committee?

ACSC is a coalition of 154 cities that unite in common purpose to address gas utility ratc
and franchise issues related to Atmos Energy Corporation. Its objectives are to: (1) ensure that
gas utility rates charged to cities and their residents are fair and reasonable; (2) maintain
reasonable franchise fee revenues for cities; (3) protect cities’ original jurisdiction over rates and
services; (4) be a voice for consumers where no state agency assumes such a role; and (5)
promote sound ratemaking policy in the public interest.

Cities join the permanent standing committee by passing a resolution and agreeing to
support the work of ACSC through modest occasional per capita assessments which support
ongoing administrative and legislative advocacy and all expenses where cities are not entitled to
reimbursement. Each member city designates a representative to ACSC. Member
representatives may volunteer to serve on the ACSC Executive Committee or Settlement
Committee. The Executive Commiittee sets policy, hires legal counsel and consultants, directs
litigation, establishes a legislative agenda, sets assessments on members as needed and meets
quarterly with Atmos executives. The Settlement Committee is directly involved in negotiating
resolution of contested matters with Atmos executives.

The list of current members is attached.

What is the benefit of membership in ACSC?

One hundred fifty-four cities speaking as one voice is much more effective in advocacy
before the Railroad Commission and legislature than any one city or multiple small groups of
cities.

The legislature has given gas utilities a right to an annual increase in rates. Resources
(both financial and human) of individual cities are conserved by membership in ACSC.
Additionally, membership enhances institutional memory of ratemaking issues, public policy
debates, and right-of-way and franchise fee battles.

What has ACSC accomplished recently?

Going into the legislative session, ACSC in December 2010 released a 48-page repott,
“Natural Gas Consumers and the Texas Railroad Commission.” More than 200 television,
newspaper and radio news sites posted information on and a link to the report which may be
found on ACSC’s website, TexasGasConsumers.org,

Earlier in 2010, ACSC representatives visited on several occasions with the Sunset
Commission Staff, and several ACSC recommendations for reform were included in the Sunset
Commission Report on the Railroad Commission, delivered to the legislature’s Sunset
Committee prior to public hearings on the agency. Several ACSC member representatives
testified before the legislature regarding reforms needed at the Railroad Commission,
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During the most recent legislative session, lobbying efforts by ACSC were critical in
killing two gas utility bills that would have undermined traditional regulation, deprived cities of
certain rights, and led to even greater rate increases,

ACSC has resolved a major issue involving franchise fees. Atmos unilaterally, without
notice, ceased inclusion of franchise fees in the calculations of gross receipts regardless of
whether specific franchises included such payments. Several cities were willing to pursue the
matter through litigation. However, counsel for ACSC was able to negotiate a resolution that
allowed each member city to determine whether it desired an increase in franchise fee payments
based on inclusion of franchise fees in the calculation of gross receipts. If a city opted for
inclusion of fee-on-fee revenues, it had the further option of retroactive payments back to the
point in time that Atmos decided to curtail fee-on-fee payments. Each member had these options
regardless of the wording of the then valid franchise agreement. This resolution spared
significant litigation costs and anxiety and was only possible because of the clout of the ACSC
membership.

One of the most significant accomplishments of ACSC occurred in 2007 via a settlement
of the then pending system-wide rate case. Approximately 50 ACSC city representatives showed
up in Arlington for a meeting with Atmos executives who were shocked at the vocal opposition
to Atmos practices, the unfairness of annual Gas Reliability Infrastructure Program (“GRIP”)
rate filings that precluded city and citizen review, and the Company’s lack of coordination with
cities. That meeting led to the creation of the Rate Review Mechanism (“RRM”) process and
greater ongoing communication between the Company and ACSC.

In 2010, ongoing communications between ACSC and the Company led to a workable
solution to the need to replace steel service lines in @ manner that accommodated city needs to
control their rights-of-way, while moderating the rate impact and focusing first on the riskiest
service lines based on leak repair histories. This compromise precluded a more onerous (from a
city and consumer perspective) program threatened by the RRC.

What is a RRM case?

The concept of a RRM proceeding emerged as a three-year experimental substitute for
GRIP cases as part of the settlement of Atmos Mid-Tex’s 2007 system-wide rate case. In 2003,
the Texas Legislature added Section 104.301, Interim Adjustment for Changes in Investment, to
the Gas Utility Regulatory Act. While not identified as such in the law, § 104,301 was referred
to as the Gas Reliability Infrastructure Program or GRIP. The GRIP adjustments allowed gas
companies to recover changes to invested capital without a review of whether increased revenues
or declining expenses offset the invested capital costs. Both Atmos Pipeline and Atmos Mid-Tex
filed GRIP cases as soon as the RRC adopted rules to implement the interim adjustments. As
explained below, it quickly became apparent that the GRIP adjustments were terrible public
policy,

As an alternative to GRIP, ACSC entered into a negotiated agreement with Atmos in
2007 to establish the RRM process. Unlike GRIP, the RRM provided for an annual review of all
portions of Mid-Tex’s cost of service. It fixed an authorized rate of return on equity for the
three-year period at 9.6% (which was less than what the RRC would have authorized) and set
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caps on the extent to which expenses or investments could increase from one year to the next.
More importantly, it allowed cities to make a comprehensive evaluation of all aspects of the
utility business—investment, operation and maintenance expenses and revenues—unlike GRIP
which only allows consideration of changes to invested capital.

Why is RRM superior to GRIP?

The GRIP cases are one-sided guarantees of a rubber-stamp of the utility’s rate request.
ACSC attempted to participate in the first two GRIP proceedings filed by both Atmos Pipeline
and Atmos Mid-Tex at the RRC. Not only were cities’ motions to intervene denied, but also,
ACSC’s comments were ignored. At the city level, ACSC consultants determined that Atmos
was not only including items such as artwork, chairs, computers and meals in interim rate
adjustments that were allegedly intended to promote pipeline safety, but also the Company was
over-earning its previously authorized rate of return. ACSC attacked the Commission’s rule in
court because it denied city participation, denied a hearing on a contested matter, and denied
cities’ recovery of any expenses associated with resisting GRIP rate increases. The courts have
not been helpful to cities and the Texas Supreme Court has affirmed the denial of cities’ right to
participate in GRIP cases at the RRC.

Cities have contended that GRIP is terrible public policy since it authorizes what would
from a history of public interest regulation be regarded as unlawful—piecemeal ratemaking.
GRIP allows rates to increase if the utility’s invested capital net of depreciation increases year-
over-year. An increase in rates is mandated under GRIP if investment increases, even if
increasing revenues and declining expenses more than offset the costs associated with increased
investment. ‘

The RRM process negotiated by ACSC solves the piecemeal ratemaking problem by
providing for a comprehensive review of Atmos’ expenses and revenues, Furthermore, RRM
benefits ACSC by: (1) allowing cities participation that would be denied under GRIP; (2)
allowing cities to recover, at utility shareholder expense, all their ratemaking costs; and (3)
avoiding both litigation and RRC jurisdiction.

The legislature has functionally authorized annual increases in gas utility rates through
the GRIP process. Since consumers are otherwise stuck with annual rate increases, it is better to
have cities participating in the comprehensive RRM process than unable to participate in a
piecemeal process.

What has been the history of the RRM efforts?

In 2010, ACSC, in settling the third RRM proceeding, agreed to a slight modification and
extension of the process. A settlement of the fourth annual RRM is now pending before ACSC
members, The results of the four RRM proceedings are as follows:

RRM Filing Year Atmos Request ACSC Settlement
#1 2008 $33.5 million $20 million
#2 2009 $20.2 million $2.6 million
#3 2010 $70.2 million $27 mililion
#4 2011 $15.7 million $6.6 million
4
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These results are better for cities and consumers than would have been authorized by the
RRC under the GRIP process.

What is the future of the RRM process?

The settlement of the fourth RRM filing anticipated ACSC and Atmos working between
August and December to refine the RRM process. A settlement perpetuating the RRM process
was not reached by the end of 2011 which has led to the filing of the January 31, 2012 traditional
rate case. Discussions regarding the future of the RRM process will continue as we attempt to
resolve the rate case by settlement.

If you have other questions please contact me at (512) 322-5875 and/or
ggay@lglawfirm.com.

Geoffrey Gay
ACSC, General Counsel
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Atmos Energy — Mid-Tex Division
Executive Summary
Rate Case Filing
January 2012

Summary

»

Each city has original jurisdiction over the rates charged to customers within their
municipal boundaries.

On January 31, 2012, the Mid-Tex Division of Atmos Energy filed a rate case
with 441 cities.
o The average residential customer bill using 4.4 Mcf will increase $2.70 or
5.57% per month.
o The average commercial customer bill using 34.2 Mcf will increase $5.35
or 2.22% per month.

Atmos Energy is asking all cities to pass a suspension resolution to extend the
effective period of the proposed rates to allow for negotiation of a settlement.
o This will extend the effective date 90 days from March 6, 2012 to June 4,
2012
Notice will be run in newspapers of general circulation in every county served by
the Mid-Tex division for four consecutive weeks beginning in early February.

Background

>

For the past 4 years, Mid-Tex has had an annual Rate Review Mechanism
(RRM) in place to review and, as necessary, adjust the Company’s rates.
o This has been a successful collaborative process with the Cities for
reviewing and adjusting the Company's rates each year and the cost has
not been passed on to customers.

It has been the desire of the coalition groups that a more comprehensive review
of the Company’s rates be conducted periodically.

This rate case provides for such a review with the intention of establishing new
rates and allowing the RRM process to continue in the future,
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TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Approval of pavement management system projects for FY12
FOR AGENDA OF: 2/14/12 DATE SUBMITTED: 2/3/12

SUBMITTED BY: Charlie Hastings WCLEARANCES: Todd Parton
Public Works Director City Manager

EXHIBITS: 2012 Proposed Street Rehab Map
AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER: W

Expenditure Current Balance Amount " Account
Required: in Account: Budgeted: Number:
$ $ $

PAYMENT TO BE MADE TO:
REVIEWED BY THE FINANCE DIRECTOR:

SUMMARY STATEMENT

Kerrville's Pavement Management System, adopted in 2004, utilizes the Asphalt Institute
Pavement Rating System (Information Series No. 169) to determine, in an objective and
systematic way, street rehabilitation needs. A schedule is then developed based on
construction logistics, budgetary constraints, and coordination with other planned
construction projects. The following streets are targeted for rehabilitation in the summer of

2012 beginning as early as May, and are shown in the attached map:
e Lois Street — Harper Highway to SH 27
e Sheppard Reese Road — Spur 98 to City Limits
o Wesley Drive — Spur 98 to Hill Country Drive
e Cully Drive — Spur 98 to Lehmann
e |Lehmann Drive — SH 16 to City Limits
e Camp Meeting — SH 16 to City Limits
o Kenwood Circle
e Englewood Spur

e Spring Mill Drive — Canterbury to Englewood




* |Lakewood Drive

¢ Antelope Trail

o Old FM 689

¢ Richardson Drive

o Meadowview Lane — SH 27 to Singing Wind
o Park Street — East Main to Travis

¢ First Street — Gilmer to Tomahawk

Once approved by Council, this list of streets targeted for rehabilitation in 2012 will be
forwarded to franchise utility companies to allow them 90 days to relocate buried utilities
that are in conflict with the proposed construction activities.

RECOMMENDED ACTION

The Director of Public Works recommends that council approve the list of streets targeted
for rehabilitation in 2012 as listed herein.
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6A. Water resources report. (staff)




TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Water Resources Report

FOR AGENDA OF: 2/14/12 DATE SUBMITTED: 2/3/12

SUBMITTED BY: Charlie Hastingse'w CLEARANCES: Todd Parton
Public Works Director City Manager

EXHIBITS:

AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MIANAGER: ()/

Expenditure Current Balance Amount Account

Required: in Account: Budgeted: Number:

$ $ $

PAYMENT TO BE MADE TO:
REVIEWED BY THE FINANCE DIRECTOR:

SUMMARY STATEMENT

Staff will present an update on the water supply and availability as it relates to the drought.

RECOMMENDED ACTION

Information and discussion.
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TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Kerrville Budget/Economic Update
FOR AGENDA OF: February 14,2012 DATE SUBMITTED: February 2, 2012

SUBMITTED BY: Mike Erwi 2 CLEARANCES: Todd Parton
Director of Finance City Manager

EXHIBITS: Economic Update
AGENDA MAILED TO:

APPROVED FOR SUBMITTAL BY CITY MANAGER: W

Expenditure Current Balance = Amount o Account
Required: in Account: Budgeted: Number:
$ $ $

PAYMENT TO BE MADE TO:
REVIEWED BY THE DIRECTOR OR FINANCE:

SUNMMARY STATEMENT

The City of Kerrville staff will present and update Council on a biweekly basis as
to the status of the City’s budget and current economic trends affecting the City.

RECOMMENDED ACTION

No action required information purposes only.




CITY OF KERRVILLE

ECONOMIC UPDATE AS OF FEBRUARY 9, 2012

Current Previous 1 Year Ago Trend Current
Month Month Month
National
Unemployment 8.30% 8.50% 9.10% 13 January
Consumer Confidence 61.1 64.8 64.8 l January
1 year T-Bills 0.15% 0.10% 0.31% “ 2/9112
State
Monthly Unemployment 7.20% 7.50% 8.00% l December
Monthly Sales Tax $1,980.2m $2,068.8m $1,807.9m 1 December
Local
Monthly Unemployment (Kerr Co.) 5.60% 5.90% 6.00% | December
Median Listing Price $224,900 $225,000 $197,000 t 113112
Monthly Sales Tax $528,101 $408,151 $482,684 T February
Monthly EIC Tax $264,051 $204,051 $241,320 1 February
Monthly HOT $44,683 $60,629 $41,863 1 January
FY12 Fy12 FY12 FY11 FYi1
Budget as of 1/31/2012 % Recelived as of 1/31/2011 % Received
General Fund
Tax Revenue $14,501,600 $8,974,192 61.88% $8,940,946 61.04%
Property Tax $7,900,000 $6,689,706 87.21% $7,047,427 87.01%
Sales Tax $4,550,000 $1,671,383 36.73% $1,512,457 33.61%
Permits & Fees $323,980 $114,307 35.28% $129,650 32.22%
Intergovernmental $1,173,000 $596,250 50.83% $317,892 44.96%
Service Revenues $2,571,246 $780,472 30.35% $810,444 31.43%
Grant Revenue $26,500 $17,359 65.51% $4,944 21.90%
Fines & Forfeitures $488,310 $144,236 20.54% $193,228 40.45%
Interest & Misc. $317,770 $55,302 17.40% $188,160 79.94%
Transfers in $1,250,000 $416,667 33.33% $333,333 33.33%
Total General Fund $20,652,408 $11,098,784 53.74% $10,918,598 54.40%
Total General Fund Expenditures $20,252,133 $6,364,255 31.43% $6,616,979 32.97%
Water/Sewer Fund
Water Sales $4,404,842 $1,315,494 29.86% $1,590,183 36.14%
Sewer Sales $3,746,176 $1,231,966 32.89% $1,166,082 31.01%
Other Revenue $736,226 $253,779 34.52% $218,940 27.99%
Total Water & Sewer Fund $8,686,244 $2,801,239 31.52% $2,975,205 33.27%
Total W&S Fund Expenditures $10,559,460 $4,316,713 40.88% $2,831,743 31.26%
Expenditures less $1,750,000 transfer $2,566,713
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