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MEMORANDUM

TO: Claude King, City Manager
FROM: Nika Reinecke, Economic Development Director
DATE: November 7, 2008

SUBJECT: Public Hearing: Consideration of an Ordinance Establishing Reinvestment
Zone Number Thirty-Five (35) for Lakeview Rehabilitation Hospital Real
Estate, LP, Being a 4.00 Acre Tract, Situated in the Stephen Riggs Survey,
Abstract No. 1088, Denton County, Texas; Said Tract Being Part of a Called
71.897 Acre Tract Described in Deed to Alpha-Republic Investments, Ltd.;
Consideration of a Resolution Providing the Terms and Conditions of an Tax
Abatement Agreement Between the City of Lewisville, Texas, and Lakeview
Rehabilitation Hospital Real Estate, LP; and Authorization for the City
Manager to Execute the Agreement.

BACKGROUND

Renovo Healthcare is a developer of rehabilitation hospital facilities that is partnering with
Imperium Holdings to develop a 40-bed rehabilitation hospital and ancillary facilities. The team
has identified the property southwest of Interstate 35E and FM 407, known as the Ken Wood
Property, as the center of market demand for this type of development. Lakeview Rehabilitation
Hospital, which is the title of the facility, has submitted their Preliminary Plat for review which
will be considered in December by the Planning and Zoning Commission. The developer has
employed REES Architects, a prominent medical facility design firm, to design the building.

ANALYSIS

Because of its location on Interstate 35E and its proximity to the future Denton County Transit
Authority (DCTA) rail station, it is staff’s opinion that securing a quality development to set the
tone for the remaining available land, particularly the adjacent Prologis tract, is of utmost
importance. The proposed Lakeview Rehabilitation Hospital is designed with a hotel/boutique
look and feel, in order to attract its target market to the facility. The economic performance
measures for the project include a minimum average of eighty (80) employees over the six (6)
year term, a minimum payroll average of three million, six hundred thousand dollars
($3,600,000) over the six (6) year term, and a minimum initial investment of ten million, two
hundred thousand dollars $10,200,000. Other performance measures for the agreement include
an annual community support donation of five thousand dollars ($5,000). It is staff’s opinion
that the proposed development will provide the City with new jobs in a sector slated for
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exponential future growth (the healthcare industry), increased investment, and an increase in
medical treatment options available in Lewisville. Further, it is staff’s opinion that the proposed
facility will set a positive tone for future adjacent development.

RECOMMENDATION

It is City staff’s recommendation that the City Council approve the ordinance establishing
Reinvestment Zone Number Thirty-Five (35); approve the resolution providing the terms and
conditions of a Tax Abatement Agreement Between the City of Lewisville, Texas, and Lakeview
Rehabilitation Hospital Real Estate, LP; and authorize the City Manager to execute the
agreement.



ORDINANCE NO.

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY
OF LEWISVILLE, TEXAS, DESIGNATING A CERTAIN
AREA WITHIN THE CITY OF LEWISVILLE AS
REINVESTMENT ZONE NO. 35 FOR A TAX ABATEMENT
FOR LAKEVIEW REHABILITATION HOSPITAL REAL
ESTATE, LP; ESTABLISHING THE BOUNDARIES OF
SUCH ZONE; PROVIDING FOR OTHER MATTERS
RELATING THERETO; PROVIDING FOR
SEVERABILITY; PROVIDING A REPEALER; AND
DECLARING AN EMERGENCY.

WHEREAS, the City Council of the City of Lewisville, Texas (the “City”) desires to
promote the development of a certain contiguous geographic area within its jurisdiction by the

creation of a reinvestment zone for a tax abatement, as authorized by the Texas Tax Code,

Chapter 312 (referred to as the “Property Redevelopment and Tax Abatement Act” or the “Act”);
and,

WHEREAS, a public hearing before the City Council was held at 7:00 p.m. on the 6"
day of October, such date being at least seven (7) days after the date of publication of the notice
of such public hearing; and,

WHEREAS, the City held such public hearing after giving written notice of said hearing
to all taxing units overlapping the territory inside the proposed reinvestment zone; and,

WHEREAS, the City at such hearing invited any interested person or his representative
to appear for or against the creation of the reinvestment zone, the boundaries of the proposed
reinvestment zone, whether all or part of the territory described in the notice calling such public
hearing should be included in such proposed reinvestment zone, and the concept of tax

abatement; and,
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WHEREAS, the proponents of the reinvestment zone offered evidence, both oral and
documentary, in favor of all matters relating to the creation of the reinvestment zone and no
opponents of the reinvestment zone appeared to contest the creation of the reinvestment zone.

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE
CITY OF LEWISVILLE, TEXAS, THAT:

SECTION I. The facts and recitations contained in the preamble of this Ordinance are
hereby found and declared to be true and correct.

SECTION I1. The City, after conducting the above-mentioned hearing and having heard
such evidence and testimony, has made the following findings and determinations based on the
testimony presented to it:

A. That a public hearing on the adoption of the reinvestment zone has been properly
called, held and conducted and that notices of such hearing have been published
as required by law; and,

B. That the boundaries of the reinvestment zone should be the area as described in
the metes and bounds description attached hereto as Exhibit “A”; and,

C. That creation of the reinvestment zone for a tax abatement with boundaries as
described in Exhibit “A” will result in benefits to the City and to the land included
in the zone and the improvements sought are feasible and practical; and,

D. That the reinvestment zone as defined in Exhibit “A” meets the criteria for the
creation of a reinvestment zone as set forth in Section 312.202 of the Act in that it

is “reasonably likely as a result of the designation to contribute to the retention or
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expansion of primary employment or to attract major investment in the zone that
would be a benefit to the property and that would contribute to the economic
development of the City”; and,

E. That the reinvestment zone as defined in Exhibit “A” meets the City’s policy on

guidelines and criteria for the creation of a reinvestment zone.

SECTION IIl. Pursuant to Section 312.201 of the Act, the City hereby creates a
reinvestment zone for a tax abatement encompassing only the area described by metes and
bounds in Exhibit “A” attached hereto and such reinvestment zone is hereby designated and shall
hereafter be designated as Reinvestment Zone No. 35, City of Lewisville, Texas.

SECTION IV. The zone shall take effect on October 6, 2008, and shall remain
designated as a reinvestment zone until expiration on October 6, 2013; provided, however, the
City shall comply with Section 312.203 of the Act regarding renewal after five years.

SECTION V. To be eligible for a tax abatement, a project shall:

A. Be located wholly within the zone as established herein.

B. Have a minimum expenditure on real property improvements greater than
$5,000,000.00.

C. Not include property that is owned or leased by a member of the City

Council of the City of Lewisville or by a member of the Planning and
Zoning Commission.
D. Conform to the requirements of the City’s Zoning Ordinance and all other

applicable laws and regulations.
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SECTION VI. Any written tax abatement agreements authorized under this Ordinance
must include provisions for:

A Terms regarding the amount and duration of the tax exemption.

B. Listing the kind, number and location of all proposed improvements of the
property.
C. Access to and inspection of property by municipal employees to ensure

that the improvements, additions, or repairs are made according to the
specification and conditions of the agreements.

D. Annual certification of compliance with each applicable term of the
agreement by the party receiving the tax abatement.

E. Limiting the use of the property consistent with the general purpose of
encouraging development or redevelopment of the zone during the period
of property tax exemptions are in effect; and,

F. Recapturing property tax revenue lost as a result of the agreement if the
owner of the property fails to make improvements, additions, or repairs as
provided by the agreement.

SECTION VII. REPEALER. Every ordinance or parts of ordinances found to be in
conflict herewith are hereby repealed.
SECTION VIII. SEVERABILITY. If any section, sentence, clause, or phrase of this

ordinance shall for any reason be held to be invalid, such decision shall not affect the validity of
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the remaining sections, sentences, clauses, or phrases of this ordinance, but they shall remain in
effect.

SECTION IX. EFFECTIVE DATE. This ordinance shall become effective
immediately upon its passage and publication as required by law.

SECTION X. EMERGENCY. It being for the public welfare that this ordinance be
passed creates an emergency and public necessity, and the rule requiring this ordinance be read
on three separate occasions be, and the same is hereby waived, and this ordinance shall be in full
force and effect from and after its passage and approval and publication, as the law in such cases
provides.

DULY PASSED AND APPROVED BY THE CITY COUNCIL OF THE CITY OF

LEWISVILLE, TEXAS, BY A VOTE OF TO , ON THIS THE 1ST DAY

OF DECEMBER, 2008.

Execution page follows:
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ATTEST:

APPROVED:

PAGE 6

Julie Heinze, CITY SECRETARY

APPROVED AS TO FORM:

Ronald J. Neiman, CITY ATTORNEY

Gene Carey, MAYOR



ORDINANCE NO. PAGE 7

BEING SITUATED IN THE STEFHEN RIGGS SURVEY, ABSTRACT NO.
1088, DENTON COUNTY, TEXAS, AND BEING PART OF A CALLED
71.897 ACRE TRACT OF LAND DESCRIBED IN A DEED TO
ALPHA—REPUBLIC INVESTMENTS, LTD., OF RECORD IN VOLUME 4622,
PAGE 1906, DEED RECORDS OF DENTON COUNTY, TEXAS, AND
BEING MORE PARTICULARLY DESCRIBED BY METES AND BOUNDS AS
FOLLOWS:

BEGINNING AT A 1/2" IRON ROD FOUND FOR CORNER IN THE
NORTHEAST RIGHT=OF=WAY LINE OF N. SUMMIT AVENUE (100’
R.O.W.) AS ESTABLISHED BY DEED RECORDED IN VOLUME 4741,
PAGE 1006, DEED RECORDS OF DENTON COUNTY, TEXAS, SAID
POINT BEING THE WMOST WESTERN CORNER OF LOT 1, BLOCK A, OF
LEWISVILLE CORPORATE CENTER, AN ADDITION TO THE CITY OF
LEWISVILLE, DENTON COUNTY, TEXAS, ACCORDING TO THE PLAT
THEREOF RECORDED IN CABINET V, PAGE 59, MAP RECORDS OF
SAID COUNTY;

THENCE NORTH 54°29°08" WEST ALONG THE NORTHEAST
RIGHT-OF-WAY LUNE OF SAID N. SUMMIT AVENUE, A DISTANCE OF

79.57 FEET TO A 1/2" IRON ROD FOUND FOR CORNER AT THE
BEGINNING OF A CURVE TO THE RIGHT HAVING A RADIUS OF

1250.00 FEET, A CENTRAL ANGLE OF 15'32'43" AND A CHORD

WHICH BEARS NORTH 46°42'39" WEST, A DISTANCE OF 338.10
FEET;

THENCE IN A NORTHWESTERLY DIRECTION ALONG THE CURVING
NORTHEAST RIGHT—OF—WAY LINE OF SAID N. SUMMIT AVENUE, AN

ARC DISTANCE OF 339.14 FEET TO AN "X" SET FOR CORNER;

THENCE NORTH 58°22'38" EAST, A DISTANCE OF 484.28 FEET TO
A 5/8" IRON ROD SET FOR CORNER;

THENCE SOUTH 31°37'24" EAST, A DISTANCE OF 399.77 FEET TO

AN "X" SET FOR CORNER IN THE NORTHWEST LINE OF SAID LOT 1,
BLOCK A, OF SAID LEWISVILLE CORFORATE CENTER;

THENCE SOUTH 58°22'36" WEST ALONG THE NORTHWEST LINE OF
SAID LOT 1, BLOCK A, OF SAID LEWISVILLE CORFORATE CENTER, A
DISTANCE OF 365.36 FEET TO THE FPLACE OF BEGINNING AND
CONTAINING 174,240 SQUARE FEET OR 4.000 ACRES OF LAND.
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY
OF LEWISVILLE, APPROVING THE TERMS AND
CONDITIONS OF AN AGREEMENT BY AND BETWEEN
THE CITY OF LEWISVILLE, TEXAS, AND LAKEVIEW
REHABILITATION HOSPITAL REAL ESTATE, LP;
ESTABLISHING REINVESTMENT ZONE NO. 35 IN THE
CITY OF LEWISVILLE, TEXAS, AND PROVIDING FOR A
COMMERCIAL/INDUSTRIAL TAX ABATEMENT WITH
LAKEVIEW REHABILITATION HOSPITAL REAL
ESTATE, LP; AUTHORIZING EXECUTION OF THE
AGREEMENTS BY THE CITY MANAGER OR IN HIS
ABSENCE THE ASSISTANT CITY MANAGER; AND
PROVIDING AN EFFECTIVE DATE.

WHEREAS, the City Council has been presented with a proposed Agreement by and
among the City of Lewisville, Texas, and Lakeview Rehabilitation Hospital Real Estate, LP, a
copy of which is attached hereto as Exhibit “A” and incorporated herein by reference (hereinafter
called “Agreement”); and,

WHEREAS, upon full review and consideration of the Agreement, and all matters
attendant and related thereto, the City Council is of the opinion that the terms and conditions
thereof should be approved, and that the City Manager, or in his absence the Assistant City

Manager, shall be authorized to execute it on behalf of the City of Lewisville.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
CITY OF LEWISVILLE, TEXAS, THAT:

Section I. The terms and conditions of the Owner Agreement having been reviewed by
the City Council of Lewisville and found to be acceptable and in the best interests of the City of

Lewisville and its citizens, are hereby in all things approved.
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Section Il. The terms of the Owner Agreement and the property subject to the Owner
Agreement satisfy the guidelines and criteria set forth in the Policy Statement.

Section Ill. The City Manager, or in his absence, the Assistant City Manager, is hereby
authorized to execute the Owner Agreement and all other documents in connection therewith on
behalf of the City of Lewisville, substantially according to the terms and conditions set forth in
the Owner Agreement.

Section IV. This Resolution shall become effective from and after its passage.

DULY PASSED AND APPROVED BY THE CITY COUNCIL OF THE CITY OF

LEWISVILLE, TEXAS, ON THIS THE 1ST DAY OF DECEMBER, 2008.

APPROVED:

Gene Carey, MAYOR

ATTEST:

Julie Heinze, CITY SECRETARY

APPROVED AS TO FORM:

Ronald J. Neiman, CITY ATTORNEY
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Exhibit “A”
Attachment to Resolution No.

TAX ABATEMENT AGREEMENT

This Tax Abatement Agreement (the “Agreement”) is entered into by and between the City
of Lewisville, Texas, a home rule city and municipal corporation of Denton County, Texas, duly
acting by and through its City Manager, (hereinafter referred to as “City”); and Lakeview
Rehabilitation Hospital Real Estate, LP, (hereinafter referred to as “Owner”).

WITNESSETH:
WHEREAS, on the day of , 2008, the City Council of the City of

Lewisville, Texas, passed Ordinance No. , establishing Reinvestment

Zone No. 35 City of Lewisville, Texas, for commercial tax abatement (hereinafter referred to as "the
Ordinance"), as authorized by Chapter 312 of the Texas Tax Code (hereinafter referred to as
"Statute™); and

WHEREAS, the City adopted Tax Abatement Policy 5.2.1, et seq., on June 19, 2006
(hereinafter referred to as "the Policy Statement™); and

WHEREAS, the Policy Statement constitutes appropriate guidelines and criteria governing
tax abatement agreements to be entered into by the City as contemplated by the Statute; and

WHEREAS, the City has adopted Resolution Number on
December 1, 2008, stating that it elects to be eligible to participate in this tax abatement; and

WHEREAS, in order to maintain and/or enhance the commercial economic and
employment base of the Lewisville area to the long-term interest and benefit of the City, in
accordance with said Ordinance and Statute, the City desires to enter into this Agreement; and

WHEREAS, the Owner owns real property described in Attachment A attached hereto (the
“Land”) and intends to construct and improve certain Improvements (hereinafter defined) on the
Land; and

WHEREAS, the Owner’s development efforts described herein are for the benefit of the
Owner’s tenant (“Tenant”) that will create and retain permanent new jobs in the City; and

WHEREAS, the contemplated use of the Premises, as hereinafter defined, the

contemplated improvements to the Premises in the amount as set forth in this Agreement and the

Tax Abatement Agreement -- Page 1 of 16
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other terms hereof are consistent with encouraging development of said Reinvestment Zone No. 35
in accordance with the purposes for its creation and are in compliance with the intent of the Statute,
the Policy Statement and the Ordinance and similar guidelines and criteria adopted by the City and
all applicable law; and

WHEREAS, the City Council finds that the Improvements sought are feasible and
practicable and would be of benefit to the Premises to be included in the Zone and to the City after
the expiration of this Agreement; and

WHEREAS, a copy of this Agreement has been furnished, in the manner prescribed by the
Statute, to the presiding officers of the governing bodies of each of the taxing units in which the
Premises is located,;

NOW THEREFORE, the City, in consideration of the mutual benefits and promises
contained herein and for good and other valuable consideration, the adequacy and receipt of which
is hereby acknowledged, including the expansion of primary employment, the attraction of major
investment in the Zone, which contributes to the economic development of the City and the

enhancement of the tax base in the City, the parties hereto do mutually agree as follows:

ARTICLE |
TERM

11 This Agreement shall become effective on the date authorized by the City
(“Effective Date”) and shall continue in effect until December 31, of the sixth year after the Owner

receives a certificate of occupancy.

ARTICLE I
DEFINITIONS

2.1  Wherever used in this Agreement, the following terms shall have the meanings
ascribed to them:
“Agreement” has the meaning set forth in the introductory paragraph of this
document.
“Appraised Value” shall have the same meaning assigned by Section 1.04 of the
TEX. TAX CODE, as amended.

Tax Abatement Agreement -- Page 2 of 16
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“Business Personal Property” (“BPP”) shall mean tangible personal property,
equipment and fixtures, other than inventory or supplies, owned or leased by Tenant that is
added to the Improvements subsequent to the execution of this Agreement.

“City” has the meaning set forth in the introductory paragraph of this Agreement.

“Clawback Event” means the Owner failed to meet the terms and conditions of
Section V of this Agreement and is subject to repayment of the incentives granted on Real
Property Improvements pursuant to Article VI and the Clawback Schedule contained in
Attachment C of this Agreement and received by the Owner from the City.

“Clawback Schedule” shall mean the repayment of any incentive received by
Owner or Tenant according to a predetermined methodology contained in Attachment C

“Effective Date” means that point in time established in Article I of this
Agreement.

“Event of Bankruptcy” shall mean the dissolution or termination of a party’s
existence as a going business, insolvency, appointment of receiver for any part of such
party’s property and such appointment is not terminated within ninety (90) days after such
appointment is initially made, any general assignment for the benefit of creditors, or the
commencement of any proceeding under any bankruptcy or insolvency laws by or against
such party and such proceeding is not dismissed within ninety (90) days after the filing
thereof.

“Facility Based Employees” shall mean the total number of Full-Time Individuals
and Part-Time Individuals.

“Force Majeure” shall mean any contingency or cause beyond the reasonable
control of Owner, including without limitation, acts of God or the public enemy, war, riot,
terrorism, civil commotion, insurrection, governmental or de facto governmental action
including, but not limited to, government actions pertaining to the determination of flood
zones or FEMA actions (unless caused by acts or omissions of Owner), fire, explosion or
flood, and strikes.

“Full-Time Equivalents” shall mean, for a particular tax year, the sum of (1) the
total Full-Time Individuals plus (2) the sum of Part-Time Individuals that equals a Full-Time
Individual, who are employed on January 1 of such tax year.

“Full-Time Individual” shall mean, for a particular tax year, an individual who,
who is employed on January 1 of such year (a) holds a regular employment position with the

Tenant who is scheduled to work at least 35 hours per week and whose primary work place
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is in the city limits of the City, or (b) is an independent contractor who is scheduled to work
at least 35 hours per week for the Tenant and whose primary work place is in the city limits
of the City.

“Improvement” shall mean collectively Business Personal Property, Tenant
Improvements and Real Property Improvements.

“Owner” has the meaning set forth in the introductory paragraph of this Agreement.

“Part-Time Individual” shall mean, for a particular tax year, an individual who, is
employed on January 1 of such year is not a Full-Time Individual but who holds a regular
employment position with the Tenant who is scheduled to work at least 10 hours per week
and whose primary work place is in the city limits of the City. Any combination of Part-
Time Individuals that totals 35 working hours shall be considered 1 Full-Time Individual.

“Premises” shall mean that real property in the location described on the site plan
and legal description attached hereto as “Attachment A" and made a part hereof, and the
improvements located thereon.

“Real Property Improvements” shall mean the facility constructed on the Premises
which will be occupied by the Tenant and the other ancillary facilities such as required
parking and landscaping more fully described in the submittals filed with the City.

“Required Use” shall mean the Owner’s continuous operation of a rehabilitation
hospital facility at the Improvements, subject to temporary cessations of such operations as a
result of a casualty or Force Majeure.

“Taxable Item” shall have the same meaning as assigned by Chapter 151, TEX.
TAX CODE, as amended.

“Tenant” shall mean Lakeview Rehabilitation Hospital, LP, an unaffiliated party to
the Owner, who leases the Real Property Improvements from the Owner.

“Tenant Improvements” shall mean those additions, alterations or modifications to
the Real Property Improvements that are performed by the Owner and necessary to receive

a certificate of occupancy.

ARTICLE Il
GENERAL PROVISIONS

3.1 As soon as practical after the Effective Date of this Agreement, the Owner shall

commence with constructing the Premises by installing or locating in or on the Premises the
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Improvements at a total capital investment required in Section 5.3 of this Agreement, and shall
substantially complete the Improvements by December 31, 2010, provided that Owner shall have
such additional time to complete the Improvements as may be required if Owner is diligently
pursuing completion of the Improvements. In the event of Force Majeure or, if in the reasonable
opinion of the City, the Owner has made substantial progress toward completion of the
Improvements additional time may be granted by the City as may be required. The date of
substantial completion of the Improvements and shall be defined as the date that Owner receives a

certificate of occupancy.

3.2 The Premises are not an improvement project financed by tax increment bonds.

3.3 This Agreement is entered into subject to the rights of the holders of outstanding
bonds of the City; provided however, that this section shall not be construed to create a security

interest in the Premises in favor of such holders of outstanding bonds of the City.

34 During the period of the Tax Abatement herein authorized, the Owner shall be
subject to all applicable City taxation not specifically abated or exempted, including but not limited

to, sales tax and ad valorem taxation on land, inventory and supplies.

ARTICLE IV
ECONOMIC DEVELOPMENT INCENTIVE

4.1 Annual Rate of Abatement. Subject to the terms and conditions of this Agreement a
portion of ad valorem property taxes from the Premises otherwise owed to the City shall be abated.
Said abatement shall be calculated upon the taxes assessed to the value of the Improvements which
exceed the value of the same as of January 1, 2009, and in accordance with the terms of this
Agreement and all applicable state and local regulations or valid waiver thereof; provided that the
Owner shall have the right to protest or contest any assessment of the Improvements and said
abatement shall be applied to the amount of taxes finally determined to be due as a result of any
such protest or contest. Said abatement shall be valued at fifty percent (50%) of the value of Real
and Business Personal Property taxes and available subject to the terms and conditions of this
Agreement for six (6) consecutive years and shall commence to run beginning January 1 of the year

following the date the Owner obtains a certificate of occupancy on the Premises. Land value and
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inventory values are not eligible for tax abatement.

4.2 Texas Enterprise Zone Application Fee. The City agrees to pay, on behalf of the

Owner, the cost of applying for the Texas Enterprise Zone designation with the State of Texas in an
amount not to exceed seven hundred and fifty dollars ($750.00). The Lewisville Economic
Development Council shall complete the application with assistance from Owner and/or Tenant
prior to March 1, 2009.

4.3 The parties hereto acknowledge that for the year beginning January 1, 2009, the
appraised value of the Premises excluding land is $0 and Business Personal Property Improvements

is $0.

ARTICLE V
AGREEMENT CONDITIONS

5.1 Minimum Use Condition. During the term of this Agreement following the issuance

of a certificate of occupancy for Tenant’s occupancy of the Improvements and continuing thereafter
until expiration of this Agreement or earlier termination of same the Owner agrees to construct and
that Tenant will occupy a minimum of 40 beds in a rehabilitation hospital facility with ancillary

services. The Property shall not be used for any purpose other than the Required Use.

5.2 Minimum Employment Condition. During the Term of this Agreement following
the issuance of a certificate of occupancy for Tenant’s occupancy of the Improvements and
continuing thereafter until expiration of this Agreement or earlier termination of same the Tenant
must maintain a minimum average employment count over the Term of eighty (80) Full Time
Equivalents, being the sum of (1) the total Full-Time Individuals plus (2) the sum of Part-Time
Individuals that equals a Full-Time Individual, based at the Premises. A proforma estimate of

Tenant’s employment is referenced below:

Employment Summary Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Average 6-YR
Total Direct Personnel 33.58 49.67 57.67 62.00 62.00 62.00 54.49
Total Indirect Personnel 26.75 32.67 35.67 37.00 37.00 37.00 34.35

Total Personnel Employed 60.33 82.33 93.33 99.00 99.00 99.00 88.83

Tax Abatement Agreement -- Page 6 of 16
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5.3 Minimum Compensation Condition. During the Term of this Agreement following

the issuance of a certificate of occupancy for Owner’s occupancy of the Improvements and
continuing thereafter until expiration of this Agreement or earlier termination of same the Tenant
must maintain a minimum average annual payroll over the Term of at least three million, six
hundred thousand dollars ($3,600,000) for employees of Tenant based at the Premises, continuing
throughout the term of this Agreement. A proforma estimate of Tenant’s payroll is referenced

below:

Payroll (W-2)/Salaries Payable Summary Year 1 Average 6-YR

(1594,667) $  (2313638) $ (2,712,873
(1,205750) $  (1,429,600) $  (1,560,270)
$ -8 -
S  (3,743238) $  (4,.273,143)

(2979288) $  (3,044,833) $  (3,111,819) $ (2,626,186)

(1644,403) $  (1680,572) $  (1,717,536) $ (1,539,688)
- $ - $ -

(4623691) $  (4,725404) $ (4,829,355 $

Selling - Direct Expenses
Administrative - Indirect Expense

@ o o

Total Payroll/Salaries Payable (2,800,417) (4,165,875)

54 Minimum Value Condition. To be eligible for abatement of real property taxes, the

Owner must render to the Denton County Appraisal District a minimum total value for Real
Property and Business Personal Property Improvements on the Premises of not less than ten
million, two hundred thousand dollars ($10,200,000), by December 31 of the year in which the
Premises received a certificate of occupancy, plus any extensions due to Force Majeure. However, if
the total value of the Improvements, as reflected by the January 1, of the year immediately following
the year in which the value was declared, is set by the Denton County Appraisal District at a value
less than ten million, two hundred thousand dollars ($10,200,000) without the protest of value by
the Owner, then the Minimum Value requirement shall not be in default. In the event of Force
Majeure, the Appraised Value shall be set by the Denton County Appraisal District on January 1 of

the year immediately following the issuance of certificate of occupancy by the City.

55 Community Support. The Owner, for Tenant’s benefit, shall be required to maintain

a continuous membership in the Lewisville Chamber of Commerce throughout the duration of this
Agreement. The Owner, for Tenant’s benefit, shall also make a yearly payment of five thousand
dollars ($5,000) to the City of Lewisville in support of an annual City sponsored event throughout
the term of this agreement. The City will support advertising and promotion of the Tenant, as
approved by the Tenant, in recognition of such contribution.

5.6 Certification. The Owner must certify annually to the governing body of the City as
to its attainment of the stated performance measures described herein by submitting an Annual

Compliance Report (Attachment B) and appropriate support documentation, no later than January
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15™ of each year after the issuance of the certificate of occupancy and continuing until the expiration

of the Agreement to the City’s Director of Economic Development.

ARTICLE VI
TERMINATION

6.1 This Agreement may be terminated upon any one of the following:

(a) by written agreement of the parties;

(b) expiration of the Term;

(c) by either party in the event the other party breaches any of the terms or
conditions of this Agreement and such breach is not cured within sixty (60)
days after written notice thereof;

(d) by City, if Owner suffers an Event of Bankruptcy; and

(e) by City, if any Impositions owed to the City or the State of Texas by Owner
shall become delinquent (provided, however the Owner retains the right to

timely and properly protest and contest any such Impositions).

6.2 Refund of Abatement. In the event the Agreement is terminated by the City

pursuant to Section 6.1(c), (d), or (e), the Company shall, as the sole remedy, immediately refund to
the City an amount equal to the amounts computed under the definition of “Clawback Event”
Section 2.1 of this Agreement.
ARTICLE VII
MISCELLANEOUS

7.1 The terms and conditions of this Agreement are binding upon the successors and
assigns of all parties hereto. This Agreement cannot be assigned by the Owner unless written
permission is first granted by the City, which consent shall not be unreasonably withheld, so long as
the Owner's assignee agrees to be bound by all terms and conditions of this Agreement.

7.2 It is understood and agreed between the parties that the Owner, in performing its
obligations thereunder, is acting independently, and the City assumes no responsibility or liabilities in

connection therewith to third parties; it is further understood and agreed between the parties that
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the City, in performing its obligations hereunder, is acting independently, and the Owner assumes

no responsibilities in connection therewith to third parties.

7.3 The Owner further agree that the City, its agents and employees, shall have
reasonable rights of access to the Premises to inspect the Improvements in order to ensure that the
construction of the Improvements is in accordance with all applicable agreements with the City,
including this Agreement, and all applicable state and local laws and regulations, as well as the
continuing right, subject to Owner’s reasonable security requirements, to inspect the Premises to
ensure that the Premises are thereafter maintained, operated, and occupied in accordance with all
applicable agreements with the City, provided that with respect to matters concerning this
Agreement (i) the City must give the Owner reasonable prior telephone or written notice of any
such inspection, and (ii) a representative of the Owner shall have the right to accompany the agent
or employee of the City who is conducting such inspection.

7.4 The Owner acknowledges that this agreement makes allowance for an abatement of
the City portion of ad valorem taxes each year and the Owner is required to complete the
administrative procedures required by Denton Central Appraisal District by the specified deadlines

in order the portion of abated taxes to be removed from any statements of tax liability.

7.5 The City represents and warrants that the Premises does not include any property
that is owned by a member of the City Council having responsibility for the approval of this

Agreement.

7.6 Notices required to be given to any party to this Agreement shall be given personally
or by certified mail, return receipt requested, postage prepaid, addressed to the party at its address as
set forth below, and, if given by mail, shall be deemed delivered three (3) days after the date
deposited in the United States’ mail:

For City by notice to:

City of Lewisville

Attn: Economic Development Director
151 W. Church Street

P.O. Box 299002

Lewisville, Texas 75057
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For Owner by notice to:
Lakeview Rehabilitation Hospital Real Estate, LP
Attn: Stephen Schattner
6350 LBJ Freeway
Suite 163
Dallas, TX 75240

Any party may change the address to which notices are to be sent by giving the other parties written

notice in the manner provided in this paragraph.

7.7 This Agreement may be executed in multiple counterparts, each of which shall
constitute an original, but all of which in the aggregate shall constitute one agreement.

7.8 If any provision contained in this Agreement is held to be invalid, illegal, or
unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect any other
provision hereof. In lieu of each invalid, illegal or unenforceable provision, there shall be added a
new provision by agreement of the parties as similar in terms to such invalid, illegal or unenforceable

provision as may be possible and yet be valid, legal and enforceable.

7.9 Whenever the context requires, all words herein shall be deemed to include the male,

female, and neuter gender, singular words shall include the plural, and vice versa.

7.11  This Agreement was authorized by action of the City Council, authorizing the City

Manager to execute the Agreement on behalf of the City.

DATED this the day of , 2008.
(EXECUTION PAGE FOLLOWS)
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CITY OF LEWISVILLE, TEXAS

Claude King, City Manager

ATTEST:

Julie Heinze, City Secretary

APPROVED AS TO FORM:

Ronald J. Neiman, City Attorney

OWNER: Lakeview Rehabilitation Hospital Real Estate, LP
By: Lakeview Rehabilitation Hospital Real Estate GP, LLC (its general partner)
By: Imperium Holdings I, LLC (its sole member)
Stephen Schattner, president
6350 LBJ Freeway
Suite 163
Dallas, TX 75240

By:

Name: Stephen Schattner

Title: President
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ATTACHMENT A

Legal Description

BEING SITUATED IN THE STEFHEN RIGGS SURVEY, ABSTRACT NO.
1088, DENTON COUNTY, TEXAS, AND BEING PART OF A CALLED
71.897 ACRE TRACT OF LAND DESCRIBED IN A DEED TO
ALPHA—REPUBLIC INVESTMENTS, LTD., OF RECORD IN VOLUME 4622,
PAGE 1906, DEED RECORDS OF DENTON COUNTY, TEXAS, AND
BEING MORE PARTICULARLY DESCRIBED BY METES AND BOUNDS AS
FOLLOWS:

BEGINNING AT A 1/2" IRON ROD FOUND FOR CORNER IN THE
NORTHEAST RIGHT—OF=WAY LINE OF N. SUMMIT AVENUE (100’
R.0.W.) AS ESTABLISHED BY DEED RECORDED IN VOLUME 4741,
PAGE 1006, DEED RECORDS OF DENTON COUNTY, TEXAS, SAID
POINT BEING THE MOST WESTERN CORNER OF LOT 1, BLOCK A, OF
LEWISVILLE CORPORATE CENTER, AN ADDITION TO THE CITY OF
LEWISVILLE, DENTON COUNTY, TEXAS, ACCORDING TO THE PLAT
THEREOF RECORDED IN CABINET V, PAGE 59, MAP RECORDS OF
SAID COUNTY;

THENCE NORTH 54°29°08" WEST ALONG THE NORTHEAST
RIGHT-OF-WAY LINE OF SAID N. SUMMIT AVENUE, A DISTANCE OF

79.57 FEET TO A 1/2" IRON ROD FOUND FOR CORNER AT THE
BEGINNING OF A CURVE TO THE RIGHT HAVING A RADIUS OF

1250.00 FEET, A CENTRAL ANGLE OF 15°32°43" AND A CHORD

}HFEI-I.I:I.IE}H BEARS NORTH 46°42'39" WEST, A DISTANCE OF 338.10

THENCE IN A NORTHWESTERLY DIRECTION ALONG THE CURVING
NORTHEAST RIGHT—OF—WAY LINE OF SAID N. SUMMIT AVENUE, AN

ARC DISTANCE OF 339.14 FEET TO AN "X" SET FOR CORNER;

THENCE NORTH 58°22'36" EAST, A DISTANCE OF 484.28 FEET TO
A 5/8” IRON ROD SET FOR CORMER;

THENCE SOUTH 31'37'24" EAST, A DISTANCE OF 399.77 FEET TO

AN "X" SET FOR CORNER IN THE NORTHWEST LINE OF SAID LOT 1,
BLOCK A, OF SAID LEWISVILLE CORFORATE CENTER;

THENCE SOUTH 58°22'36" WEST ALONG THE NORTHWEST LINE OF
SAID LOT 1, BLOCK A, OF SAID LEWISVILLE CORFORATE CENTER, A
DISTANCE OF 365.36 FEET TO THE PLACE OF BEGINNING AND
CONTAINING 174,240 SQUARE FEET OR 4.000 ACRES OF LAND.
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Site Plan
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ATTACHMENT B

To Tax Abatement Agreement

Annual Compliance Report
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CITY OF LEWISVILLE
ANNUAL COMPLIANCE REPORT

Lakeview Rehabilitation Hospital Real Estate, LP

Item Purpose Compliance Information
1 Calendar Year
2 Total Employees of Owner
3 Total Combined Annual Payroll of Owner | $
4 Real Property Value by Owner | $
5 Business Personal Property Value of Owner | $
6 Maintained Lewisville Chamber of Commerce Membership Yes No
7 Completed Donation to City of Lewisville Yes No
Certified By:
OWNER:
Name:
Title:
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Clawback Schedule

ATTACHMENT C
To Tax Abatement Agreement

Criteria

Methodology for Repayment Calculation

Minimum Use, Community

Support, and Certification

100% of the abatement received in the year of the violation of

the terms of this Agreement

Minimum Value Condition

If not met by December 31 of the year in which the Premises
received a certificate of occupancy, plus any extensions due to

Force Majeure, 100% of any abatement received

Minimum Employment Condition

The amount of incentive repayment shall be equal to the
difference between 100% and the percentage of Minimum
Employment Condition attainment over the Term. (Example:
77 / 80 = 96.25%, making repayment amount 3.75%)

Minimum Payroll Condition

The amount of incentive repayment shall be equal to the
difference between 100% and the percentage of Minimum
Payroll Condition attainment over the Term (Example:
$3,400,000 7/ $3,600,000 = 94.44%, making repayment amount
5.66%)

Non Attainment of Minimum
Payroll and Employment

Conditions

The amount of incentive repayment shall be equal to the
greater of the difference between 100% and the percentage of
Minimum Payroll Condition attainment or Minimum
Employment Condition over the Term (Example: If
Employment attainment is 77 / 80 = 96.25%, making
repayment amount 3.75% and Payroll attainment $3,400,000 /
$3,600,000 = 94.44%, making repayment amount 5.66%, then
the amount of repayment shall be 5.66%)
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