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RESOLUTION NO. 2010-_183 R
A resolution approving the terms and conditions of a tax abatement agreement between the City of
Victoria, Texas and Caterpillar, Inc., providing for a commercial/industrial tax abatement for
Caterpillar, Inc., for a period of 10 years; authorizing execution of the agreement by the City
Manager; and declaring an effective date.

Caterpillar, Inc., will own property that will be utilized in the manufacturing of construction and mining equipment,
diesel and natural gas engines and industrial gas turbines; and said company has submitted an Application for Designation of
a Reinvestment Zone and a Tax Abatement Agreement for structures and real property to be located at the intersection of
Loop 463 and Lone Tree Road N (also known as Lone Tree Business Center), Victoria, Texas, further described in the
attached Legal Description;

Texas Tax Code § 312.207 provides that a tax abatement agreement must be approved by the affirmative vote of a
majority of the members of the governing body of the municipality or other taxing unit at a regularly scheduled meeting of
the governing body, and the City Council finds that the proposed agreement complies with Chapter 312 of the Texas Tax
Code and the current Guidelines and Criteria for Tax Abatement in the City of Victoria;

Pursuant to Texas Tax Code § 312.2041, at least 7 days prior to executing the agreement, the City will deliver to the
presiding officer of the governing body of each other taxing unit in which the property to be subject to the Agreement is
located, a written notice that the municipality intends to enter into the agreement; and

The City Council finds the improvements to be the subject of this tax abatement are located in an area designated as
a reinvestment zone by the City of Victoria pursuant to Ordinance No. 2010-20 approved by the Victoria City Council on
August 31, 2010.

THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF VICTORIA, TEXAS.

1.

The City Council approves the terms and conditions of the proposed Tax Abatement Agreement between the City
of Victoria, Victoria County, and Caterpillar, Inc., which is attached hereto and incorporated herein, and the City
Manager is authorized to execute this agreement and all other documents necessary to effectuate its terms and the tax
abatement described therein, with such minor modifications as are approved by the City Attorney.

2.

This resolution shall become effective immediately upon adoption.

PASSED, this the 2™ day of November, 2010.
AYES: 5
NAYS: 0
ABSTENTIONS: 0

[\ A=

WILL ARMSTRONG, Mayor of the
City of Victoria, Texas

APPROVED AS/TO LEGAVF?:
(o)

THOMAS A. Gwoyz,’ City A}émey

Distribution:  Legal Department Copies Sent:_NOVEMBER 3, 2010
VEDC




Tax Abatement Agreement between
City of Victorla, Victoria County and Caterpillar Inc.

This Tax Abatement Agreement (“Agreement”) is entered into by and between the City of Victoria, Texas, (hercinafter "City")
a home rule City and Texas municipal corporation, acting by and through its duly authorized goveming body, the Victoria City
Councll, and Vicioria County, (hereinafter "County”), a political subdivision of the State of Texas, acting by and through its
duly authorized governing body, the Victoria County Commissioners Court, and Caterpillar Inc., (hereinafter "Owner”) acting
by and through its duly authorized officers.

WHEREAS, the City-and County have adopted Guidelines and Criteria for Tax Abatement (attached hereto as Exhibit A and
hereinafier “Guidefines and Criteria™) which govern tax abatement agreements by the City and County;

WHEREAS, cntrance into this Agreement will maintain. and/or cabance the commercial/industrial cconomic and cmployment
base of the Victoria area to the long term interest and benefit of the City and County, in accordance with the Ordinance and
Chapter 312 of the Texas Tax Code;

WHEREAS, the Improvements (as defined below) subject o this 1ax abatement are located on the real property at:

Al that cerain parcel or tracis of land, known as the Lons Tree Business Center containing approximately
320 acres, located in Victoria County, Texas, as per attached Exhibits B & C, and depicted in Exhibit D }
attached hereto and incorporated herewith by this reference (the “Premises™).

WHEREAS, the contemplated use of the Premisss and the contémplated Improvements (as defined below) (0 the Premises in
the amount as sei forth in this Agreement are consistent with encouraging development of the aforementioned reinvestment
zone in compliance with the Guidelines and Criteria and the Ordinance and similar guidelines and criteria adopted by the City

and County and all applicable law;
THEREFORE, the parties hereto mutually agree 3s follows:

1. Owner represents that the statcments and cstimates madc in the Application for Tax Abawment and cover Ietter dated
August 20, 2010, attached hereto and incorporated herein are true, and Owner will comply with any coramitmients made
therein, except as varied by this Agreement '

2. As a condition and consideration of this Agreement, the Owner shall complete capital investments, real and personal, on the
Premises (“lmprovements”) prior to August §, 2014, The iotal cost of the aforementioned Improvements shall be at least .
$102,725,000. Pursuant to this Agreement, property taxes will be abated on the difference between the existing value of the . [
Premises and the value of the Premises after the Improvements are placed thereon, The total cost of the parf of the f
aforementioned Improvements subject to the abatement is expected to be approximatcly $102,725,000. The dato of completion |
of the Improvements shall be defined as the date a Centificate of Occupancy is issued by the City.

3. Owner understands that the Premiscs shall be appraised at market value for the purposes of property tax assessment for the
present 1ax year and future tax years until the expiration of this Agreement. Owner covenants and agrees that all construction
of the Improvements will be in accordance with all applicable state and local laws and regulations or valid waiver thercof,
Owner also agrees, as consideration and condition of this Agreement, from the date a Certificats of Occupancy is issued until
the expiration of this Agreement, 10 continupusly operate and mainiain the Premises as a manufacrring and distribution

facility.

4. In the cvent that (1) the Improvements for which an abatcraent has been granted are not completed in accordance with this
Agreement, (2) Owner allows its ad valorem taxes owed to the City or County to become delinguent and fails to timely and
propely follow the legal procedures for proicst and/or contest of any such ad valorem taxcs, (3) Owner complétes the
Improvements and begins producing product or service, but subsequently discomtinues producing product or service for a
period of one year for any reason excepting a Force Majeure event (as defined in section 15 below), or (4) Owner breaches any
of the terms or conditions of this Agreement, then this Agre¢ruent shall be in default. In the eventthat the Owner defaulls inits
performance of (1), (2), (3) or (4) above, then the City or County shall give the Owner written notice of such default and if the :
Owner has not cured such default within sixty (60) days of said wrilten notice, this Agreement may be terminated by the City !
or County. Notice shall be in writing and shall be delivered by personal delivery, facsimile, or certified mail to an officer or |
partner of Owner at said company's address of record or at the Premises with copies to: Caterpillar Inc., 100 N.E. Adams St.,
Peoria, IL 61629-9320, Atn: Corporate Real Estate Manager, Facsimile: (309) 494-4577 and Caterpiliar Inc., 100 N.E. Adams I
St, Peona, IL 61629-9600 Afn:  Deputy General Counsel, Commercaal Section, Facsimile: (309) 675-1795. As ligmdated ;
i
|
i




damages in the event of an uncured default, all taxes which otherwise would have been paid to the City and County without
benefit of abatoment, will become a debt to the City and County, and shall be duc, owing and psid 10 the City and County
within'sixty (60) days of the expiration of the above-mentioned applicable cure period as the sole remedy of the City and
County, subject 10 any and all lawful offscts, setlements, deductions, or credits 1o which Owner may be emtitled, The panties
acknowledge that actual damages in the cvent of default and termination would be speculative and difficult to determine.

5. Owner agrees 1 employ at least 500 full-time cmployees at the Premises on or before December 31, 2014 and continuousty
maintain the full-time employment of at least 400 fuli-time employces at the Premises until the termination of this Agreement.
This employment requirement shall be a material condition of this Agreement.

6. The City and County represcnt thas the Premiscs do not inclede any property that is owned by a member of cither governing
body.

7. The terms and conditions of this Agreement are binding upon the successors and assigns: of all parties hereto, This
Agreemerit shall not be assigned by Owner other than to a wholly-owned subsidiary of Qwner unless written permission is first
granted by the City and County, which permission shall be at the sole discretion of the City and County. Any assignment of
this Agreement by Owner without the prior written permission of the City and County shall constitute a breach of this
Agreement. For purposes of this paragraph, any transfer of actual control or Iawful title over property, including a
sale/leaseback type of transfer, shall constitute an assigament regardless of the characterization of such action by any other
applicable law a3 o secured transaction.

8. Owner undersiands, in performing its obligations hereunder, that Owner is acting independently, and the City and County
asseme no responsibilities or liabilities in connection therewith to third partics, and Owner agrees to indemnify and hold
harmless the City and County from any lability accruing as a result of City's and County’s execution of or in relation to this
Agreement.

9 The Ownér farther agrees that the City and County and their officers, agents and employes, shall, upon reasonrble prior
notice, have a reasonable right of access-to the Premises 1o inspect the Improvements in order to ensure that the construction of
the Improvemonts is in accordanco with this Agreoment and all applicable state anid local laws and regulations or in complience
with a valid waiver thereof. After completion of the Improvements, the City and County shall have the continuing right to
inspect the Premises to insure that the Premises are thereafter maintained and operated in accordance with this Agrecment.
Owner further agrees 1o ensure that at least one knowledgeable officer of Owner exccutes an affidavit, in a form to be prepared
by the City, and provide said affidavit to the City, on an anpual basis, affirming that all conditions of this Agrecment have been
met for the entirety of the preceding year. If requested by the City or County, Owner shall provide such documentation as is
requested by the requesting entity to verify the validity of the assertions on said affidavit,

10. Subject to the terms and conditions of this Agreement, and sobjoct to the rights and holders of any outstanding bonds of
the City and County, a portion of ad valorem real and personal property taxcs from the Premiscs otherwisc owed 1o the City
and County shall be abated. Said abatement shall be:

(1) In the first 1en years of tax sbatement, 100% of taxes on total velue of Eligible Propesty (as defined in the
Quidelines and Criteria™) imptovenients which are added pursuant to this Agreement;

The stated portion of ad valorem real property taxes shall be abated in gecordance with the terms of this Agreement and all
applicable stare and Jocal regulations or valid waiver thereof: provided that the Owner shall have the right to protest and/or
contest any assessment of the Premises and said abatement shall be applied to the amount of taxes finally determined to be due
as a result of any such protest and/or contest. The entire period of the described abatement shall oxtend for a period of 10 ycars
beginning January 1, 2012 and terminating December 31, 2022, For purposes of this paragraph, the Improvements shall not
include any "Ineligible Property” as that term is defined in the attached Guidelines and Criteria.

11. If any provision of this Agreement shall, for any reason, be deemed in violation of any applicable law, and 80 much of the
Agreement is held to be unenforceable, then the invalidity of such a specific provision in this Agreement shall not be held to
invalidate any other provisions in this Agreement, which other provisions shall remain in full force and cffect unless removal
of the invalid provisions destroys the legitimate purposes of this Agreement, in which event this Agreement shall be canceled.

12, The failure or delay in the enforcement of the rights detailed in this Agrecrment by any party 10 this Agrecment shall not
constitule a waiver of that party’s rights under this Agreement or be considercd as a basis for estoppel.

13. This Agreement shall be subject to and governed by the laws of the State of Texas. Any and all obligations or paymients
are due and payable in Victoria County, Texas. Proceedings pursuant t0 any dispute applicable to the operation, construction,




interpretation, or enforcement of this Agreement shall be filed only in a court of competent jurisdiction in Victoria County,
Texas, unless mandatory venue exists in a County other than Victoria County, Texas,

14. ¥ any description of property within this document or attachment hereto includes property or cascment owned and/or
controlled by the City and/or County, inclusion herein or in other official action taken pursuant to this tax abatement shall not
constitute abandonment or evidence of abandonment of that City and/or County owned/controlled property or easement

interest,

15, Force Majeure. Neither party shall be required to perform under this Agreement or be liable-or responsible for any loss or
damage resulting from its failure to perform so long as performance is actually, materially, and reasonably delayed or
prevented by acts of God, lock-outs, acts of the public enemy, insurrections, wars or war-like action (whether actual and
pending or expected), arrests or other restraints of government (civil or military), blockades, embargoes, strikes, labor unrest or
disputes, unavailability of labor or matcrials, cpidemics, landslidcs, lightning, carthquakes, fircs, hurricancs, tornados, storms,
floods, wash-outs, explosions, civil disturbance or disobedience, riot, sabotage, terrorism, or threats of sabotage or terrorism.
Upon the oceurrence of a Force Majeure event, all deadlines and requirements in this Agreement shall be delayed for a period
of time equal to the duration of the Force Majeure event plus sixty (60) days.

16. This Agreement was authorized by Resolution No, 2010-____of the City Council at its council meeting on the day
of ,2010.

17. This Agreement was authorized at a meeting of the Commissioners Court of Victoria County on the day of
, 2010.

18. This Agreement was entered into by Caterpillar Inc., on the day of , 2010, Caterpillar Inc.
represents to the other party to this Agreement that this Agreement, the transaction contemplated in this Agreement, and the
execution and delivery of this Agreement have been duly suthorized by all necessary corporate, partnership, company or trust
proceedings and actions.

19. This is a valid and binding Agreement between the City and County and Caterpillar Inc. from its date of execution in
Victoria, Texas on the day of , 2010.

City of Victoria, Texas

Charles E. Windwehen, City Manager

(seal)

ATTEST: APPROVED AS TO LEGAL FORM:
Scarlet Swoboda, City Secretary Thomas A. Gwosdz, City Atomey
Victoria County, Texas

Donald R, Pozzi, County Judge

(seal)

ATTEST:

Val D. Huvar, County Clerk




Caterpillar Inc.

LD o~ o /27/»‘30!0

gnatore y Date’

Sheren . FeCuso
Steven M. Ferguson
EXD Sr, Business Resource Manager

Attachments:  Legal Descripton

Location Drawing/Map of Facility
Application for Tax Abatement is City of Victoria and/or Victoria County with required attachments

Gulidelines and Criteria for Tax Abatement




Exhibit “A”

Guidetines and Criteria for
Tax Abatement or Phase-In
The City of Victoria and/or Victoria County Texas

Definitions - Section ]

2)

b)

)

d)

e)

r)

)
h)

L)

i

k)

1)

m.)

n)

o)

“Abatement” means the full or partial exemption from ed valorem taxes of certain real propesty in a Reinvesiment Zone
designated by an affected jurisdiction for economic development purposes.

" Affected Jurisdiction” means Victoria County and any municipality or school district, the majority of which is located in
Victoria County, that levies ad valorem taxes upon and provides services to property located within the proposed or existing
Reinvesting Zone designated by Victoria County.

"Agreement” means written contractual agreement between a property owner and/or lessee and an affected jurisdiction for the
purposes of tax abatement,

"Base Year Value” means the assessed value of eligible property January 1 preceding the execution of the agreement plus (if
applicable) the agreed upon value of eligible property improvements made after January 1 but before tho execution of the

agreement.

"Deferred Mainteaance™ means improvements necessary for continued operations, which do not improve productivity or alter
the process technology.

*Distribution Center Facility” means buildings and structures, including machinery and equipment, used or to be used primarily
to receive, store, service or distribute goods or materials owned by the facility operator where a majority of the goods or services
are distributed to points at least 25 miles from its location in Victoria County.

"Expunsion” means the addition of buildings, structures, machinery or equipment for purposes of increasing production capacity.

“Racility™ means property improvements completed or in the process of construction which together compromise an integral
whole.

"Initiating Governing Body" shail be either the Victoria City Council or the Victoria County Commissioner's Court depending
on whether Applicant's praject is locsted in the City of Victoria or within Victoria County but outside the City of Victoria.

"“Manuafacturing Facility" means buildings and structures, including fixed in place machinery and equipment, the primary
purpose of which is or will be the manufacture of tangible goods or materials or the processing of such goods or materials by
physical or chemical change.

"Modernization" means the replacement and upgrading of existing facilities which increases the productive input or output,
updates the technology or substantially lowers the unit cost of the oporation. Modernization may result from the construction,
alteration or installation of buildings, structures, fixed in place machinery or equipment. It shall not be for the purpose of
reconditioning, refurbishing or repairing, '

*New Facility” means a property previously undeveloped that is placed into service by means other than or in conjunction with
expansion or modernization.

"Other Basic Industry" means buildings and structures Including fixed machinery and equipment not elsewhere described, used
or to be used for the production of products or services which serve a market primarily outside the Victoria Metropolitan Statistical
Arca (VMSA) and result in the creation of new permanent jobs and create new tax base in the VMSA.

“Phase In” means the incremental increase of taxes over a period of four to eight years until full local taxation is reached,
according to the schedule found in Section 2, h. 1t has been determined that this terminology more accurately reflects the practioe
of abatement for the City and County of Victoria, Texas.

“Productive Life" means the number of years a property improvement is expected to be in service.



)

)

r)

"Regional Service Pacility" means buildings and structures, including machinery and equipment, used or to be used to service
goods where a majority of the goods being serviced are domiciled at least 25 miles from the facility’s Victoria County location.

"Reinvestment Zone" is a specific parcel of property designated by the City or the County (as applicable) within which tax
abatement can be granted.

*Research Facility” means buildings and structures, including fixed in-place machinery and equipment, used or to be used
primarily for research or experimentation to improve or develop new tangible goods or materials or to improve or develop the
production processes thereto.

Requirements for Phase-In - Section 2

%)

b)

c.)

d.)

e)

0

%)

Authorized Facility, A facility may be eligible for phase-in if it is located in a designated Reinvestment Zone and is &
Manufacturing Facility, Research Facility, Distribution Center or Regional Service Facility, or Other Basic Industry.

Creation of New Valve. Phase-in may only be granted for the additional value of eligible property improvements made
subsequent to and specified in a phase-in agreement between the affected jurisdiction and the property owner or lessee, subjectto
such limitations as governing body may require.

Employee Origin, In order to be cligible for designation as a Reinvestment Zone and receive tax phase-in, the planned
improvement must not be expected to solely or primarily have the effect of transferring employment from one part of Victoria
County to another.

Eligible Property. Phase-in may be extended to the value of buildings, structures, fixed machinery and equipment, site
improvements plus that office space and related fixed improvements necessary to the operation and administration of the facility.

Ineligible Property. The following types of property shall be fully taxable and ineligible for phase-in: land; inventories; supplics;
tools; furnishings, and other forms of movable personal property; vehicles; vessels; aircraft; housing; hotel accommodation; retail
facilities; deferred maintenance investments; property to be rented or leased to third parties except as provided in Section 2 33
property owned or used by the State of Texas or its political subdivisions or by any organization owned, operated or directed by a
political subdivision of the State of Texas; and property in a Reinvestment Zone that is owned or leased by a member of the
governing body creating the Reinvestment Zone, or a member of the Victoria Planning Commission for a City-created
Reinvestment Zone.

Lease Facilities. 17a new facility is to be constructed by a third party owner for lease to an Applicant otherwise eligible for tax
phase-in, then the building owner may also be eligible for phase-ins. To calculate the applicable category for phase-in, the
investment of both entities will be added and each shall be eligible to receive phase-in at the same rate as would have been
available if one owner was accomplishing the entire project.

Economic Qualifications. In order to be eligible to receive tax phase-in, the planned new facility or planned expansion to
modernization of an existing facility must meet the following qualifications:

L) Be reasonably expected to increase the appraised value of the property in the amount of not less than $500,000 after
construction is completed.

2) For new construction projects, be expected to create employment for not less than 10 persons associated with the
authorized facility on a full-time permanent basis in the City of Victoria or Victoria County within one year of production
start-up. These jobs:

a  Maust be dependent upon the proposed project (i.e. the positions would not exist if the project is not
completed) and;

b. Must NOT simply relocate current employees within the company without the employee’s previous
position being filled. (i.e. Company employment 1 year from start-up must be cqual to or greater than the
current employment listed on the application + 10.)



h.)

1) Companies secking to qualify for tax phase-in on the basis of job retention shall document that without the creation of a
reinvestment zone and/or tax phase-in, the company will either reduce or cease operations,

Maximum Available Abatersents Per Year *

Year .

Taxable
Investment (Millions) 1 2 3 4 5 6 7 8
Upto 50 - - — - - e — -
S0t 1.99 90 &0 60 40 - e — e
2010 3.99 90 90 15 60 45 aee ——n “wa
4010 7.99 90 90 80 10 60 50 e -
8.0t 15.99 S0 90 85 75 65 55 45 -
16.0 or more 90 90 85 80 75 65 55 45

* Affected jurisdictions reserve the right to grant abatements less than the maximums siated above.
** For eligible investments in excess of $100 million, the affected jurisdictions reserve ‘the right to grant abatements up to the state
maximum of 100% for 10 years.

i)

i)

k)

1)

m.)

New and Existing Facilities. Tax phase-in may be granted for new facilities and improvements to existing facilities for purposes
of modemization or expansion.

Transferability. A tax abatement agreement may only be assigned 1o a new owner or lessee of a facility with the writlen consent
of the governmental entity that granted the abatement, which may be withheld at said governmental entity’s discretion.

Partially Eligible. Partially efigible for phase-ins are modernization projects and manufucturing facilitics, which are intended to
replace existing equipment, or facilities when the existing equipment and facitities will be removed thus eliminating existing value
from the tax rolls. In this event, the value of the existing facility and equipment shall be frozen at the time of the phase-in
agreement and shall remain frozen throughout the phase-in period. The eligible abatable value of the new project shall be the
difference between the total new investment amount and the existing tax value of the equipment and/or facility to be removed.

Taxability. From the execution of the phase-in contract to the end of the agreement period, taxes shall be payable as follows: (1)
the value of incligible property as provided in Section 2, e. shall be fully taxable; (2) the base year value of existing eligible
property as determined each year shall be fully taxable; and, (3) the additional value of new eligible and partiaily eligible property
shall be axable in the manner described in Section 2 h.

Term of Phase-in. The term shall be no longer than as set out in the schedule shown in paragraph 2 b.) for each stated range of
investment.

Application - Section 3

a)

b.)

<)

Any present or potential owner of taxable property in an affected jurisdiction may request the creation of a Reinvestment Zonc and
tax phase-in by filing a written request with the affected jurisdictions and attaching a plat and metes and bounds deseription
effectively describing said Reinvestment Zone.

The application shall consist of a completed application form accompanied by: s general description of the proposed use and the
general nature and extent of the modemization, expansion or new improvements to be undertaken; & descriptive list of the
improvements which will be a part of the facility; a map and property description; and a time schedule for undertaking and
completing the planned improvements. In the case of modemizing, a statement of the assessed value of the facility, separately
stated for real and personal property, shall be given for the tax year immediately preceding the application. The application form
shall also include such financial and other information necessary for the governing body to evaluate the financial capacity and
ather factors of the applicant.

The initial application for the creation of a "Reinvestment Zone™ and tax phase-in shall be made to Victoria’s Mayor if the project
is to locate within the incorporated territory of the City of Victoria. If the project is to be located within Victoria County but
outside of the incorporated territory of the City of Victoria, then the initial application shall be made to the Victoris County Judge.



d.)

e)

a Upd:i receipt of a completed application, the Mayor or County Judge, as applicable, shall notify in writing the presiding officer of

the legislative body of each affected jurisdiction and provide each presiding officer with a copy of the application. The Mayor or
County Judge as applicable, shalf then set a public hearing before the “Initiating Governing Body" to afford the Applicant an
opportunity to request that a Reinvestment Zone be designated and to describe the project and request the tax phase-in, All
interested parties will have the opportunity to publicly state why the phase-in should or should not be graated at this hearing,
Notice of the Public Hearing shall be clearly identified on a governing body agenda and be timely posted as provided by law.
After, the Initiating Govemning Body creates the Reinvestiment Zone, the other affected jurisdictions may set their public meetings
in the same manner as described above to grant or not grant the applied for abatement.

After receipt of an application for creation of a Reinvestment Zone and application for phase-in, Victoria Economic Development
Corporation shall provide the affected jurisdictions a feasibility study setting out the impact of the proposed Reinvestment Zone
and tax phase-in. The feasibility study shall include, but not be limited to, an estimate of the economic impact on each jurisdiction
of the creation of the Zone and the abatement amount of taxes on the property to be included in the Zone.

The governing body shall not establish a Reinvestment Zone for the purpose of abatement if it finds that the request for the phase-
in was filed after the commencement of construction, alteration, or instaflation of improvements related to a proposed
modernization, expansion or new facility.

Public Hearing - Section 4

a.)

b.)

c)

The adoption of these guidelines and criteria by the governing body of a taxing unit does not:
m Timit the discretion of the govemning body to decide whether to enter into a specific tax phase-in agreement;

@ limit the discretion of the governing body to delegate to its employees the authority to determine whether or not the
governing body should consider a particular application or request for tax phase-in; or

3) create any property, contract, or other legal right in any person or entity to have the goveming body consider or grant a
specific application or request for tax phase~in,

Should any affected jurisdiction be able to make findings during its public hearing that the granting of abatement will have 2
substantial adverse effect on its bonds, tax revenue, scrvice capacity or the provision of service, that finding shall be a reason for
the governing body to deny any designation of the Reinvestment Zone, the granting of abatement, or both. Additionally, the
{nitiating governing body reserves the right to grant less than the abatement percentages shown in Section 2, paragraph h., or deny
all phase-ins if the governing body, in its sole discretion, determines that Applicants’ investment will not meet the community
enhancement goals of said governing body.

Neither a Reinvestment Zone nor phase-in agreement shall be authorized if it is determined that: (1) there would be & substantial
adverse affect on the provision of government service or tax base; (2) the applicant has insufficient financial capacity; (3) planned
or potential use of property would constitute a hazard to public safety, health or morals; or, (4) violation of other codes or law.

Agreement - Section §

a.)

b.)

The initiating governing body of a taxing unit may not enter into a8 Tax Phase-in Agreement unless it finds that the terms of the
Agreement and the property subject to the Agreement meet these Guidelines and Criteria,

After approval, the governing body shall formally pass a resolution and execute an agreement with the Applicant, and if applicable,
the owner of the facility which shall include: (1) estimated value to be abated and the base year value; (2) percent of value to be
abated each year as provided in Section 2 g.); (3) the commencement date and the termination date of phasc-in; (4) the proposed
use of the facility; nature of construction, time schedule, map, property description and improvement list as provided in, Section 3
b.; (5) contractual cbligations in the event of default, violation of terms or conditions, delinguent taxes, recapture, administration
and assignment as provided in Sections 6 and 7, or other provisions that may be required for uniformity or State law. Such
agreement shall be executed within 60 days after the applicant has forwarded ail necessary information and documentation to the
governing body, or at such later date as may be agreed between applicant and the governing body.



Recapture - Section 6

2.)

b.)

¢}

a)

b.)

¢)

In the event that the facility is completed and begins producing product or service, but subsequently discontinues producing
product or service for any reason excepting fire, explosion or other casualty or accident or natural disaster for a period of one year
during the phase-in period, then the phase-in agreement shall terminate and so shall the abatement of the taxes for the current and
any future calendar year during which the facility no longer produces. The taxes, which were to be abated for that calendar year,
shall be paid to the affected jurisdictions within 60 days from the date of termination.

Should the goveming body determine that the company or individual s in default according to the terms and conditions of its
agreement, the governing body shall notify the company or individual in writing at the address stated in the agreement, and if such
is not cured within 60 days from the date of such notice (“Cure Period"), then the agreement may be terminated.

In the event that the company or individual (1) allows its unabated ad valorem taxes owed to any of the affected jurisdictions to
become delinquent and fails to properly follow the legal procedures for their protest and/or contest in a timely manner, or (2)
violates any of the terms and conditions of the phase-in agreement with any of the affected jurisdictions and fails to cure during the
Cure Period, the agreement then may be terminated by every affected jurisdiction and all taxes proviously abated by virtue of every
agreement will be recaptured by each affected jurisdiction and shall be paid by Applicant to each affected jurisdiction within 60
days of the termination,

- 7

The Chief Appraiser of the County shall annually determine an assessment of the real and personal property comprising the
Reinvestment Zone. Each year, the company or individual receiving abatement shall furnish the assessor with such information as
tnay be necessary for abatement. Once value has been established, the Chief Appraiser shall notify the affected jurisdictions that
levies taxes on the amount of the assessment.

The agreement shall stipulate that employees and/or designated represcatatives of the affected jurisdictions will have access to the
Reinvestment Zone during the term of the phase-in to inspect the facility to determine if the terms and conditions of the agreement
are being met, Al inspections will be made only after the giving of twenty-four (24) hours prior notice and will only be conducted
in such manner as to not unreasonably interfere with the construction and/or operation of the facility, All inspections will be made
with one or more representatives of the company or individual and in accordance with its safety standards.

Upon compietion of construction, the affected jurisdictions shall annuatly cvaluate cach facility and report possible violations to
the contract and agreement to the governing body and its attorney.

Sunset Provision - Section 8

a.)

b.)

These Guidelines and Criteria are effoctive upon the date of their adoption and will remain in force for two years, at which time all
Reinvestment Zones and tax phase-in contracts created pursuant to its provisions will be reviewed by the governing body 10
determine whether the goals have been achieved. Based on that review, the Guidelines and Criteria will be modified, renewed or
eliminated providing that such actions shall not affect existing contracts.

These Guidelines and Criteria do not apply to Industrial District Contracts entered into in accordance with Chapter 42 of the Texas
Local Government Code.



Exhibit “B”
220,00 ACRES

THE, STATE OF TEXAS)
THE COUNTY OF VICTORIA}

BEING & 220.00 scro tract of land situated in. Jumes Bocse Survey, Abstract 288, Victoris,
Cotuty, Teomas, nd bring a portion of that cortain 876.53 acre tract of land as conveyed o Sisters
of the Incarnaty Woed and Blesscd  Saciument of Victoris, 3 Toxas aoo-profit corporation, by
‘Sisters of the Incarmate’ Word ‘and Blessed Sacoament, 8 religious conigregation, according to
fastromént vecorded in Volume 874, Page 151 of the Deed Rovords of Victoria Comnty, Texas,
said 320,00 scre tract of land being wore fully desceibed by mstes snd bounds as follows:

BEGINNING st » concretc mosument-found marking the imersection of the southeast right-of-
way ling of The Texzs Mexican Railway Compagy (100" R.O.W.) and the southrwest right-of-way
fioo of Loop 463 (R.O.W. width varics), said monumcnt being the novth corner of the berein

THENCE, South 48 deg. 52' 59" Eas, a distanon of 2693.74 foet 10 2 5/8 foch diameter stscl rod
set (wikh yellow. plastic cap stamped “UST RPLS 49437) to wwk an angle point in the right-of-
way line of said Loop 463; .

THENCE, Soutts 47 dog, 46 54 East, » distunce of 824,94 foet 10 2 $/8 inch diazacter stoc! rod
MWWM cap) to mark snaugle point in the dght-of-way line of 53id Loop 463;

THENCE, Southy 02 dog. 19 417 East, a distave of 140.30.fect to u 573 tach dimmeter steel rod
sct{with yellow plastic cap) to mssk the intersection of said Loop 463 and the.-vorthwest right-of-

THENCE, South 43 deg. O 33" Weet, a distznon of 100.48 et o & 5/8 inch dixzoster steel rod
act (with. yellow plastic cap) 0 purk s angle point iy e right-of-way line of 5382 Looo Tres

THENCE, Souith 37 dog. 08" 257 West,  distance of 201.97 foet 10 & 578 iock diameter steed rod
;ﬁ (with yellow plastic cap) to mark an-ange podit in the right-of-way line of said Lone Tree

FENCE, Sovth 43 deg. 17" 32" West, a distanes 0f2065,72 foet 1 & 578 inch diameter steel rod
sct {with yellow plastic cap) for the south corncr of the herein deseribed tract;

THENCE, Notth 48:dcg. 527 597 West, crosying -said Sistars of the Incarmate Word property, 3

diswacs of 3635.50/%ct 1o » V8 Ioch dismeter steel rod set (with yellow phastic cap) in the

- southieast lins of Lot 1, Block | of Riino-X. Industries, an-25ition 1o’ the City of Victoria,
Victoris County, Tems, accordiag to the cstablished imap and plst of said addition recorded in
Volume 7, Pagn-96-D of the Plat Records of safd County;

THENCE, North 58 dog. 13' 00 East,a distance of 323.60 feet t0 a /8 inch dismcter stec) rod
set’ (ith-yelllow plastic cap) to mark the cast corner of said Lot 1, Block 1, Rhino-X Industrics

‘THENCE, Nortk 31 deg. 47 007 West, a distance of 645.67 fect to a 5/3 inch diameter steel rod
found marking the nosih coroer of said Let 1, Block 1, Rhino-X Industries, same being the
southeast right-of- way line of sxid railroad aod the vorthwest corner of the herein dessribed tract,

THENCE, North 38 deg. 12° 54" E, with the common line of said rilroad right-of-way, 3
distance of 2076.48 f2ct 10 the POINT OF BEGINNING, CONTAINING within these moics
and bounds & 220,00 acre tract of land, more or less. '



Exhibit “C”

9389 ACRES

THE STATE OF TEXAS}
THE COUNTY OF VICTORIA}

BEING & 98.89 acre tact of Jand situated in James Keese Survey, Abmmct 288, Victorla,
County, Texas, and being & portion of that certain 876.53 acre tract of lend as cotveyed to Sisters
of the Incamnaie Word and Blesssd Sacrament of Victaria, a Texas non-profit corporstion, by
Sisters of the Incarnate Woed and Blessed Sacramend, s religous congregation, acconding to
istramment rocorded i Volume 374, Fage 131 of the Deod Records of Victoria Coustty, Texas,
said 98.8% weve truct of land being more fully descesbed by metes and bounds as Soliows:

BEGINNING at a &/8 inch diameter stvel rebar found in the ourving northeast right-of-way line
of Jobm Swekbaner Drive, said rebar macking the south corner of Lot 1, Bleck 1 of Rlsino-X
Industrics an addition to the City of Victoria, Victoria County, Texas acoording to the established
map or plet of 3aid addition recorded in Volume 7, Page 96D of U Plat Records of Victoria
County, Texas, 3nd said reber marking the west comer of the herein deacrided iract;

THENCE, Noeth 58 deg. 13* (0™ East, akong the south east lioe of said Rhipo-X Industsies, 8
distance of 1052.08 foet to 8 5/8 inch diemeser meel rebar found (with yellow plastic cap samped
“USI RPLS 4943") muking the narth comer of the bersin described tract, ssme being the most
‘westerly comer of that certain 220,00 acre tract of land as conveyed from Sistess of the Incamate
Word and Bleased Bacramemt of Victoris w0 Victoria Sales Tax Development Corporstion
according to Instroment 200211157 of the Official Records of ssid County;

THENCE, South 48 deg. 52' 59" East, slong the soullywest line of said 22000 acee tact, &
distance of 3575.56 foet to n B inch diameter steel rebar found (with yellow plastic cap)
marking te cast comar of the herein described tract and interior comer of Lore Troe Road right-
of-way (180" RO.W.)

TBENCE, South 43 deg. 17" 32" West, with the northwest right-of-way line of said Lonie Tree
Road, a distance of 150829 feet t0 & 53 inch dismeter stoel rebar found (with yellow plastic cap}
for the south comer of te hersin described tract, same wwking the inleection with the
pasthwest right-af-wny line of John Stockbawer Drive;

THENCE, North 8] deg, 06" 13™ West, a distance of 57.15 feet fo 8 &8 bnch diametes stoel reber
found {with yellow plastic cep) marking an mngle point in the right-ofwey line of John
Stockbawer Drive (80" ROW.),

THENCE, Noth 25 deg. 31' 06" West, vomtinuing with said right-of-way line, a distsnce of
£4507 foet W0 3 5% inch diamelec stoo]l rebar ¢t {with yellow plastic cap stamped “URBAN
SURVEYING INC.”) to mask the beginning of 8 targent curve 1o the left;

THENCE, with ssid curve to the heft, radiug = 233683 feet, intesior snghe ~ 20 deg. 46° 407,
chord bears N 35 deg. $4' 26 W, 842,79 fieet, for an wre Jength of 347.43 fest to 0 5/8 inch
diameter steel rebar set (with yellow plastic cap) Foe its point of tangency;

THENCE, North 46 deg. 17" 46" West, a distance of 221984 foet 10 8 3/8 inch dismetey steel
rebar set {with yellow plastic cap) to mark (e beginming of ssother tengent curve 1 (he left,

TRENCE, continaing with sabd right-of.way line and curve 1 the Jeft, radius = 186456 feet,
interior angle = 07 deg. 25° 35", chord bears N 42 dog. 34° 58" W, 241.72 feet, for an arc length
of 241,72 fect to the POINT OF BEGINNING, CONTAINING within these metes srd bounds
3 98.89 acre tract of lynd, more or loks.
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APPLICATION FOR TAX ABATEMENT IN
CITY OF VICTORIA AND/OR VICTORIA COUNTY

FILING INSTRUCTIONS

This application should be filed at leust NINETY (90) DAYS prior to the beginning of
construction or the installation of cquipment when possible. This filing acknowledges familiarity
and assumed conformance with "GUIDELINES AND CRITERIA Tax Abatement City of
Victoria and/or Victoria County, Texas” (copy attached). This application will become a part of
any laler sgreciment or contiact and knowingly false representations thereon will be grounds for
the voiding of any later agreement or conlract,

ORIGINAL COPY OF THIS APPLICATION AND ATTACHMENTS
SHOULD BE SUBMITTED V]A:*

USPS: OR  IN PERSON:

Victoria Economic Development Corp, Victoria Economic Development Corp.
PO Box 7 700 Main, Suite 104

Victoria, TX 77902 Victoria, TX 77901

* Applications for projects to be located in Victoria County but outside of the municipal boundary
of the City of Victoris will be presented to the Victoria County Judge and Commyissioner’s Court.

* Applications for projects to be located within the municipality of Victoria will be presented to
the Mayor vl Victoria and City Council.

SECTION I - APPLICANT INFORMATION

Submiutal Date: August 12, 2010

Company Name: Caterpillar Inc.

Address: 100 N.E. Adams Street

City: Peoria  State: IL Zip: 61629

Telephene: 309-675-1000 Fax Number: 309-675-61 55
Websiter witwsit.eonl Eunil: CATI@CAT com

Name of Company Comact on This Project: Steve Ferguson

Address: 100 NLE. Adams Sueet

City: Pcoria State; L Lip: 61629

‘Telephone: 630-859-5074 I'ax Number: 630-85%-6388
Website: www.cal.com Email: Ferguson_Steve_Migicat.com



Company Structure: Corporation _ X__ Parwnership_____ Proprietorship __
Corporate Annual Sales per Year: S____32.4 Billion (2009)
Estimated Local Sales per Year: $ Not Applicable
Please Aftach Annual Report  Done_ X = {Sec Instructions, Part 1)

SECTION II - PROJECT INFORMATION
Check Type of Facility 1o be Abated:

Manufacturing X Regional Diswribution  Regionai Service
Other Basic Indusiry Rescarch
Please attach address, map and legal description of existing property. Done __X

Vietoria CAD Property 1D: 35535 & 91663 (www.victoriacad.org)

Please refer to Victoria CAD Property 10 and mark alf taxing entities pertaining to this facility.

ABATING TAX ENTITIES

Victoria County: Yes: X No:
City of Victoria: Yes: X No:
Victoria County Road and Bridge: Yes: _ X No:

NON-ABATING TAX ENTITIES:
Victoria County Navigation District Yes: X No:

Lt SR—

Victoria County Drainage District 3 Yes: X Wo:

Victoria County Ground Water District Yes: _ X = Noi__

TAXING ENTITIES NOT ELIGIBLE FOR ABATEMENT:

Applicable School District (Name)*:_ Victoria Independent School District

Victoria Junior College?*

*Please Note: State law prokibits the abatesrent af schoof taxes.

This application is fora: New Plamt _X  Expansion ____ Modernization ____
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Describe Product or Service to be Provided:

Caterpillar, Inc. - Excavator Division

Business Purpose: Develop a hydraulic excavator manufacturing facility and business to meet the
extended needs of Caterpillar’s North American cusiomer demand.
Project Scope (Phase 1)

- Mg Source for North American Hydraulic Excavator Production
- Assembly, Test and Paint Operations

- Select Fabrications Processes

- Logistics Operations

- Employecs: 400 - 500+ Caterpillar direct employees by 2014

- 600,000 SF of Manufacturing Space

- Capital Investment: Approximately $120M

- Land Needs: Campus Acreage Preforred

Desired Future Statc (Phase If - Contemplated Only):

- Campus Environment

- Development of Localized Supply Base

- Potential Distribution Center

- Employees on Campus: 1000 Possible (Caterpillar and Supply Base Combined)

320 acre site is Jocated at the intersection of Loop 463 & Lone Tree Rd N, Victoria, TX




SECTION I11 - PROJECT DESCRIPTION

Pleasc attach a slaternent on company letterhcad and signed by an Officcr of the company:
(1) fully cxplaining the nature and scope of the project, (2) describing the proposed site and
existing improvements, if any, (3) describing all proposed improvements and (4 providing a list

of cligible improvements und fixed equipment for which abaterment isTequested. DONE: _ X
SECTION 1V - ECONOMIC IMPACT INFORMATION

Part A ~ Permanent Employment Estimates:
Estimated number of permanent, full-time jobs: __0__ Retained (Jobs at Risk)
Fstimated number of permanent, full-time jobs: 177 Created At Start-Up
Estimated peak number of jobs: __500__ Estimated peak employment date: 2014
Estimated Start-Up Date: I* Qusrter 2012
Part B - Construction Employment Estimates

Estimated Construction Start Date: 12011

Cugrent number of Full-Time Employees: _Q

Estimated Completion Date: 32012
Estimated Number of Construction Jobs: _ 88 Al Stari-Up, _ 584  Peak
Estimated Number of Man-Hours: ___Approx. 1.4 million

Part C — School District Impact Estimates

Give estimated number of:

Familics Transferred 10 Area: 20
Children to be added 10 18D: 23

Part D - Environmental Impact Estimates
Volume of treated, potable water required from City: 1,000,000 galpervear
Volume of effluent to be tremed by City: 800.000 gal per year
Typeof effluent: ___ Domestic Wasle

{Please provide a statement on planned water and sewer treatment methods and disposal

of effluent if the facility is to be located outside city systems.)__ 200k gal process waste b
be houled off site - final plans TBRD
Will the project require air or water permits?Yes _ X Ne
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Has permhitting been staned? Yes _ X No
Part F. — Praperty Values and Investments

(31 is amderstond thut answers given here are Fatimates)

1. Expected Total Project Expenses:  $129.325.000

2. Incligible Property and Expenses:
(As defined in Guidelines Section 2, ¢.) $23.600 0,600 + 17.000.0
3. Taxable Property Removed/Replaced: 0.00

4. Total Value Eligible for Abatement: $ 102,725,000
{As defined in Guidelines Section, d.)

NOTE: Subtracting Jines 2 and 3 from line | should result in the amount siated on line 4.

5. Appraised Base Year Value of Site: _$1,548,450_($316.450 + $1,232.000)

(Can be provided by the County Appraisal District, www.victoriacad.org)
6. Taxable Value of New lmprovements at Start-Up: $87.351,550

7. Total Value of all taxable property after Start-Up: __$88.900.000
{Sum of lines 5 and 6.)
Expected Productive Life of Abated Improvements;
Building years: 20 Yesrs Equipment years 10 Years

SECTION V - OTHER AGREEMENT APPLICATIONS

Has the company made application for abatement of this project by ather taxing jurisdictions or
countics? Yes__ No _ X

I™Yes®, please provide (1) Dates of Application, (2) Hearing Dates, (3) Name of Jurisdiction(s)
and Contact(s) and (4) Any letters of intent to abatc.



SECTION VI - DECLARATION

To the best of my knowledge, the above information is an accurate description of project details,

e 2

s
Compuny OWS Signature

Name;, cyesee~ /N ’Féﬁ\)'.ag..

tite: o en (ZE'&J(“G’;‘_‘) oevege

Printed Name and Title
of Company Official



CATERPILLAR’ S
> 100 NE Adams St.
T Peoris, IL 816283410

August 20, 2010

Mr. Dale Fowler, President

Vicioria Ecenomic Development Corporation
700 Main Center, Suite 104

Victoria, Toxag 77901

Dear Mr, Fowler.

After 3 several month strategic location analysis for a new major component maniufacturing
facility, Calerpiliar Inc. narrowed its search 1o locations in iwo Southern states. This search
includes 2 localion In Victoria, Texas, Major decision Criterion has included logistics, workforce
availability, the business anviconment, a cost analysis, and the availability of incantives to suipport
{he final project dacision.

The proposed new project will be a state-of-the-art manufacturing complex that would incorporate
& hydraulic excavator assembly, tesl, ard painting operation for the North American market thal
will incorporate proprietary Caterpillar production system technologies, Operations will likely
include select febrications processes, assembly, testing, and painting of the equipmenl. The
project currently forecasts the creation of up lo approximately 500 new jobs, with a potential
payroll exceeding $19.7 million annually at full operation, Capllal investment (real and personai)
is expected to be approximately $120 miflion.

Caterpillar is presently considering a groen fisld site in Victoria, Texes for this proposed operation,
The 320-acre site is located at the intersection of Loop 4683 & Lone Tree Rd N. It is anticipated
thal Ceterpiliar will own the laciity (nol lease). The project also expetis to require significant
slactrical capacity and will be considered a major user. Raliability and competitive utllity costs will
have a significant impact in the decision mode! Tor this project.

The summary of improvements and fixed squipment eligible for tax abatermnent are as follows:

s Bulding and real property: 600,000 square foot manufacturing Tacity constructed from
tho ground up over threo years. Eatimates are being finalized.

» Machinery and squipment. specialized, fixed manufacturing equipment purchased over
;0“0;1; e)éegr's. Estimates are being finalized, The fixed machinery will include, butl not be
o (36} 1 Ton Qverhead Cranes
{4) 2 Tan Qverhead Cranes
(2) 3Ton Owverhead Cranes
(6) 4 Ton Overhead Cranes
{8) &Ton Overhead Cranes
{12} & Ton Overhead Cranes
{8) 7 Yon Overhead Cranes
(2} 8 Ton Overhead Cranes
(4} 10 Ton Overhead Cranes
{2} 12 Ton Overhead Cranes
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22-
(1} 20 Ton Overhead Crane

(1) 25 Yon Overhead Crane

{1) 40 Ton Overhead Crane

{25} 1 Ton Garbal Floor Supported Crang Systems

{2) Main Line Conveyor Systems (Drag Line Style)

{2) Loop Conveyar Systems

{2) Powered 30ft Roller Conveyor Systams

{4y Powered 15ft Roller Conveyor Systems

(6) 150 Roller Conveyor Systems {Gravity Feed)

{65) 35t Roller Conveyor Systems (Gravity Feed)

(4) 351 Stat Conveyor Systems

{30) DL Terque Floor Mounted Torque Tools 400-200n0M
{8} VMC Test Caris

{2) Electrical Chassis Teost Systems

{2) Fluid Fill Systems

{2y Track Positivning Systeins

{2) Refrigerant Recovery Systems

{2) AC Fill Systems

(1) Coordinate Measuring Machine

{2) Coordinate Measuring Roaming Machines

(3) Gantry Slyle Machining Centers § Meters x 3 Meters
{2) Ganiry Style Machining Centers 4 Meters x 3 Maters
{1) Chip Conveyor System for Machining Centers

{12) Positioning Equipment Syslems

Misc. Hand Tooling

Misc. Torque Tooling

g 0 0 ¢ 0 O & 0 O ¢ U

¢

Misc. Fixturing
Misc, inspection Equipment
Misc, Employee Platforms

Q. ¢ 0 v & o o Do 0o © O 4O 03 0 O 8

Should you have questions or require additional information, please don't hasitate to contact Johr
R Jones at (630) B59-6376 or Jonathan Sangster of CBRE Consulting al (404) 923-1228.

Sincerely,

By: {W'/,z*”\ ;%fv:r -
Name: JD'{:C\C)’\ v’""" {"" C;},\J:)c»\
Title: &Mﬁ [Aafrm sCremn, Wﬁmﬁ{ﬁrf«




