REINVESTMENT ZONE 2, CLEVELAND TEXAS
BOARD OF DIRECTORS MEETING AGENDA
Held Virtually by Zoom
July 23, 2020 ‐ 11:00 am
Notice is hereby given that the Reinvestment Zone 2 meeting to be held on July 23, 2020, at 11:00 am will be held
virtually due to the need to social distancing and protection of board and the public. The Board reserves the right
to meet in a closed session on any agenda item should the need arise and if applicable pursuant to authorization of
Title 5, Chapter 551 of the Texas Government Code.
Due to the COVID 19 Disaster and CDC's recommendation regarding social distancing measures. The public will not
be allowed to be physically present at this meeting, but the meeting will be available to members of the public and
allow for two‐way communications for those desiring to participate.
The Board will be using a telephone/video conferencing tool called ZOOM to make the meeting available to the
public. You have several options to participate.
1)
2)
3)

Phone in at 346-248-7799 US (Houston) and enter Meeting ID 891 8882 6340
Use the link - https://us02web.zoom.us/j/89188826340
Download the ZOOM app on your device and enter Meeting ID 891 8882 6340 to join

A recording of the telephone/video meeting will be available to the public in accordance with the Open Meetings
Act on the city’s website – www.clevelandtexas.com as soon as electronically possible.
The agenda packet is accessible to the public as a PDF format at the following link
https://www.clevelandtexas.com/agendacenter under Reinvestment Zone 2 ‐ July 23, 2020. The meeting will also
be shown on Facebook Live on the City’s Facebook account at facebook.com/cityofclevelandtx. For more
information or questions concerning the teleconference, please contact the City Secretary’s office at 281‐592‐
2667.

1. Invocation, Pledge, and Roll Call
2. Public Comments.
Any person with board related business may speak to board. In compliance with the Texas Open Meetings Act, the board
may not discuss, or vote on any matter raised in public comments unless it is specifically on the agenda. To speak during
a board meeting, you must be recognized by the Presiding Officer. PUBLIC COMMENT WILL BE LIMITED TO THREE
MINUTES.

Zoom Meeting Public Comments Instructions
a. If you are attending via Zoom you can comment to the host when we open the floor for
public comments section
b. If you emailed your request for public comment, then the City Secretary will inform the
board of your request.- Email request prior to 10:30 am on July 23rd to
asmith@clevelandtexas.com is required.
c. The board is not required to reply during public comments

3. Board member orientation
4. Consider appointment of Board officers: Secretary and Vice-Chair.
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5. Consider approval of a resolution recommending approval to City Council
of a Final Project and Financing Plan for Reinvestment Zone 2, Cleveland,
Texas.
6. Consider recommending approval and ratifying an ordinance passed by City
Council granting a zone change to a Planned Unit Development Zoning District
for Reinvestment Zone 2, Cleveland, Texas.
7. Adjourn
I certify that the above Agenda was posted at City Hall, 907 E Houston and on the city’s
website- http://www.clevelandtexas.com under Agenda Center on July 17, 2020 by
10:45 am.

Angela Smith, TRMC
City Secretary/HR Manager
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AGENDA ITEM # 3

BOARD MEMBER ORIENTATION

Required online training for board positions is provided.
Please print out the certification and provide
it back to the Cleveland City Secretary at
asmith@clevelandtexas.com

ONLINE TRAINING REQUIRED FOR BOARD POSITIONS
Board members need to take their Public Information and Open Meetings Act training. They
will watch the videos and then provide a copy of the certificates that are completed.
https://www.texasattorneygeneral.gov/open‐government/governmental‐bodies/pia‐and‐oma‐
training‐resources

When completed send the certificates to Cleveland City Secretary – Angela Smith at
asmith@clevelandtexas.com

AGENDA ITEM # 4

CONSIDER APPOINTMENT OF BOARD
OFFICERS: SECRETARY AND VICE-CHAIR

The listing of board members is attached. Position of
Chair is appointed from Position 1 by council and then
the position is reappointed each year.

2020 REINVESTMENT ZONE 2 BOARD MEMBERS (LGI)

POSITION
#

APPOINT
DATE

TERM
ENDING
DATE

TERM
LENGTH

3/20/2018
Chairman
reappointed
6/2019
Jan 2020
reappointed
chairman
5/2019

3/2022

2 years

3/2021

1 year

NAME

1

Michael Preiss, Chairman of the Board
Email: position1zone2@clevelandtexas.com

2

Laura Davis
Email: position2zone2@clevelandtexas.com
Clint Pendleton
Email: position3zone2@clevelandtexas.com

3/20/2018

3/2022

2 years

3

Ima Turner
Email: position4zone2@clevelandtexas.com

5/2019

3/2021

1 year

4

Mike Arterburn
Email: position5zone2@clevelandtexas.com

3/20/2018

3/2022

2 years

5

Cindy Schmidt
Email: position6zone2@clevelandtexas.com

5/2019

3/2021

1 year

6

Toby Ware
Email: position7zone2@clevelandtexas.com

3/20/2018

3/2022

2 years

7
8

Sen. Robert Nichols
robert.nichols@senate.texas.gov

3/20/2018

9

Rep. Ernest Bailes
ernest.bailes@house.texas.gov

3/20/2018

Notes:
 All subsequent appointments are staggered terms.
 Council appoints Position 1 as the Chair of the Board from ordinance date to Dec 31, 2018.
 City council appoints annually a member to serve as Chairman for term of one year
beginning January 1, 2019
 Positions 1, 3, 5, and 7 are 2 year terms and 2, 4, and 6 are one year terms (all subsequent
appointments shall be for staggered terms).
 The Board selects their Vice Chairman, Secretary and other officers it sees fit.
 Board consists of 9 members
 City Council appoints positions #1-6
 Montgomery County may appoint # 7 if they approve payment if not Council appoints #7
 State Senator is #8
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 House Representative is #9
 City Secretary takes minutes of meeting and distributes agenda
TAX CODE SEC 311
Sec. 311.009. COMPOSITION OF BOARD OF DIRECTORS. (a) Except as provided by Subsection
(b), the board of directors of a reinvestment zone consists of at least five and not more
than 15 members, unless more than 15 members are required to satisfy the requirements of
this subsection. Each taxing unit other than the municipality or county that designated the
zone that levies taxes on real property in the zone may appoint one member of the board if
the taxing unit has approved the payment of all or part of the tax increment produced by the
unit into the tax increment fund for the zone. A unit may waive its right to appoint a
director. The governing body of the municipality or county that designated the zone may
appoint not more than 10 directors to the board; except that if there are fewer than five
directors appointed by taxing units other than the municipality or county, the governing
body of the municipality or county may appoint more than 10 members as long as the total
membership of the board does not exceed 15.
(b) If the zone was designated under Section 311.005(a)(4), the governing body of
the municipality or county that designated the zone may provide that the board of directors
of the zone consists of nine members appointed as provided by this subsection, unless more
than nine members are required to comply with this subsection. Each taxing unit, other than
the municipality or county that designated the zone, that levies taxes on real property in
the zone may appoint one member of the board if the taxing unit has approved the payment of
all or part of the tax increment produced by the unit into the tax increment fund for the
zone. The member of the state senate in whose district the zone is located is a member of
the board, and the member of the state house of representatives in whose district the zone
is located is a member of the board, except that either may designate another individual to
serve in the member's place at the pleasure of the member. If the zone is located in more
than one senate or house district, this subsection applies only to the senator or
representative in whose district a larger portion of the zone is located than any other
senate or house district, as applicable. If fewer than seven taxing units, other than the
municipality or county that designated the zone, are eligible to appoint members of the
board of directors of the zone, the municipality or county may appoint a number of members
of the board such that the board comprises nine members. If at least seven taxing units,
other than the municipality or county that designated the zone, are eligible to appoint
members of the board of directors of the zone, the municipality or county may appoint one
member.
(c) Members of the board are appointed for terms of two years unless longer terms
are provided under Article XI, Section 11, of the Texas Constitution. Terms of members may
be staggered.
(d) A vacancy on the board is filled for the unexpired term by appointment of the
governing body of the taxing unit that appointed the director who served in the vacant
position.
(e) To be eligible for appointment to the board by the governing body of the
municipality or county that designated the zone, an individual must be at least 18 years of
age and:
(1)

if the board is covered by Subsection (a):

(A) be a resident of the county in which the zone is located or a county adjacent to
that county; or
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(B) own real property in the zone, whether or not the individual resides in the county
in which the zone is located or a county adjacent to that county; or
(2) if the board is covered by Subsection (b), own real property in the zone or be an
employee or agent of a person that owns real property in the zone.
(f) Each year the governing body of the municipality or county that created the zone
shall appoint one member of the board to serve as chairman for a term of one year that
begins on January 1 of the following year. The board of directors may elect a vice-chairman
to preside in the absence of the chairman or when there is a vacancy in the office of
chairman. The board may elect other officers as it considers appropriate.
(g)

A member of the board of directors of a reinvestment zone:

(1)

is not a public official by virtue of that position;

and

(2) unless otherwise ineligible, may be appointed to serve concurrently on the board of
directors of a local government corporation created under Subchapter D, Chapter 431,
Transportation Code.
Added by Acts 1987, 70th Leg., ch. 191, Sec. 1, eff. Sept. 1, 1987. Amended by Acts
1989, 71st Leg., ch. 1137, Sec. 21, eff. Sept. 1, 1989; Acts 1999, 76th Leg., ch. 983, Sec.
2, eff. June 18, 1999.
Amended by:
Acts 2005, 79th Leg., Ch. 1094 (H.B. 2120), Sec. 41, eff. September 1, 2005.
Acts 2007, 80th Leg., R.S., Ch. 921 (H.B. 3167), Sec. 14.006, eff. September 1, 2007.
Acts 2011, 82nd Leg., R.S., Ch. 1032 (H.B. 2853), Sec. 8, eff. June 17, 2011.
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AGENDA ITEM # 5

CONSIDER APPROVAL OF RESOLUTION
RECOMMENDING APPROVAL TO CITY
COUNCIL OF A FINAL PROJECT AND
FINANCING PROJECT FOR
REINVESTMENT ZONE 2, CLEVELAND
TEXAS

RESOLUTION NO. _______
A RESOLUTION OF THE BOARD OF DIRECTORS OF REINVESTMENT
ZONE NO. 2, CLEVELAND, TEXAS, RECOMMENDING APPROVAL OF
A FINAL PROJECT AND FINANCING PLAN.
WHEREAS, the City of Cleveland, Texas, pursuant to Chapter 311 of the Texas Tax Code,
as amended (the “Act”), designated a geographic area within the City as a tax increment
reinvestment zone known as Reinvestment Zone Number Two, Cleveland, Texas (the “Zone”) on
March 20, 2018 (the “Creation Ordinance”) under Section 311.005(a)(4) of the Act after receipt
of a landowner petitioner; and
WHEREAS, in accordance with the Act and the Creation Ordinance, the Zone Board of
Directors shall recommend approval and adopt a final financing plan substantially similar to the
preliminary financing plan adopted by City Council; and
WHEREAS, the Board of Directors of the Zone finds that the attached final financing plan
is substantially similar to the preliminary financing plan adopted by the Cleveland City Council
on February 20, 2018;
NOW THEREFORE, BE IT RESOLVED BY THE BOARD:
Section 1.
That the Board of Directors of the Zone hereby adopts the attached Final
Project and Financing Plan, attached as Exhibit 1 and incorporated herein.
Section 2.
That the Board of Directors of the Zone recommends approval to the
Cleveland City Council of the attached Final Project and Financing Plan
PASSED, APPROVED, and ADOPTED this 23rd day of July, 2020.
REINVESTMENT ZONE NO. 2,
CLEVELAND, TEXAS:

ATTEST:
Chair of the Board
Secretary of the Board

Exhibit 1 – Final Project and Financing Plan

FINAL PROJECT AND FINANCING PLAN

AUGUST ___, 2020

TAX INCREMENT REINVESTMENT ZONE NUMBER TWO
CLEVELAND, TEXAS

Exhibit 1 – Final Project and Financing Plan
1.

OVERVIEW

The City of Cleveland (the "City") is a political subdivision and municipal corporation of
the State of Texas, duly organized and existing under the laws of the State, including the City's
home rule charter. The City was incorporated in 1935, and first adopted its home rule charter in
1981. The City operates under a Council/Manager form of government with a City Council
comprised of the Mayor and five Councilmembers. The 2010 Census population for the City was
7,675. The City covers approximately 4.81 square miles.
The City’s population is growing, and there is a need for quality housing for the growing
population. Within the City’s corporate limits, there is land available for development, in addition
to areas of substandard development. The City needs additional means of planning and providing
infrastructure to promote overall quality development in the area.
The City has the authority under Chapter 311, Texas Tax Code (the “Act”) to designate a
contiguous or noncontiguous geographic area within the corporate limits of the City, in the
extraterritorial jurisdiction of the City (the “ETJ”), or both as a reinvestment zone to promote
development or redevelopment of the area if the governing body of the City (the “City Council”)
determines that development or redevelopment would not occur solely through private investment
in the reasonably foreseeable future, that the zone is feasible, and that creation of the zone is in the
best interest of the City and the property in the zone. The purpose of the zone is to facilitate such
development or redevelopment by financing the costs of public works, public improvements,
programs and other projects benefiting the zone, plus other costs incidental to those expenditures,
all of which costs are authorized by the Act.
2.

PROPOSED ZONE

The City has received from LGI Homes-Texas, LLC (“LGI”), the sole owner of a 291.421
acre tract of land (the “Tract”) described in Exhibit A, a Petition for Creation of a Tax Increment
Reinvestment Zone, requesting that the City create a reinvestment zone over the boundaries of the
Tract pursuant to the Act. The Tract is located wholly within the corporate limits of the City, and
is depicted on Exhibit B, attached hereto.
As illustrated in Exhibit B, the Tract is currently raw, undeveloped land. LGI proposes to
develop a single-family community on the Tract (the “Development”), including the construction
of various public improvements that will serve the Development and that will provide treated water
service and wastewater treatment capacity to areas adjacent to the Tract that are located within the
corporate boundaries of the City. The City is considering creating a zone over the Tract to be
known as Reinvestment Zone Number Two, Cleveland, Texas (the “Zone”) to enable the financing
of the various water, sewer, drainage and road infrastructure.
The City and LGI have entered into a Development Agreement setting forth each party’s
responsibilities for the development of the Tract and the financing of the public improvements.
After the creation of the Zone, the Zone Board of Directors (the “Board”) reviewed the Preliminary
Project and Financing Plan and prepared, approved and recommend to the City Council this Final
Project and Financing Plan ( the “Plan”). The Board may add the Zone as a party to the
Development Agreement between LGI and the City.
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3.

PROPOSED ZONING EXCEPTIONS

Some exceptions to the City’s development ordinances will be needed in order to
accommodate the effective and unified treatment of development of the Tract. Such exceptions
are anticipated to be applicable to the minimum: lot and corner lot widths, depths and areas; street
frontage; and rear and side lot setbacks. LGI has applied to the City for the needed exceptions to
the development ordinances in the form of the Pinewood Trails Planned Unit Development Zoning
District, and the Zone Board may review and approve the exceptions.
4.

PROPOSED PROJECTS

The proposed public improvements projects that are to be financed in accordance with
Section 10 of this Plan are water production, treatment and distribution facilities, wastewater
treatment and distribution facilities, drainage facilities, and street improvements (collectively, the
“Improvements”). The Improvements will be designed and constructed in accordance with all
rules and regulations applicable to the construction of such Improvements, including the City’s
ordinances, and shall otherwise be inspected, approved and accepted by the City, in accordance
with the Development Agreement.
5.

ESTIMATED PROJECT COSTS

The total estimated amount of project costs for the Improvements is $45,868,222, as set
forth on Exhibit C attached hereto. The dollar amounts are approximate estimates based on
assumptions of how the Tract may develop and are expressed in year 2018 dollars. Project Costs
for specific items may be increased due to actual development plans, bid costs and/or inflation by
up to ten percent (10%). LGI shall pay for the Project Costs in accordance with its development
plan and the Development Agreement, and reimbursement to LGI for the Project Costs shall be
made to LGI as described in Section 10 below.
Exhibit D, attached hereto, indicates the probable location of the Improvements; however,
final alignments will be determined at the time of design. These locations are provided for
informational purposes only and may be revised with the approval of City Council from time to
time without amending the Final Project and Financing Plan; provided there is no change in the
composition of proposed land uses for the Tract, nor an aggregate change in the Improvements.
6.

ESTIMATED ADMINISTRATIVE COSTS

The estimated costs for administration of the Zone shall be the actual, direct costs paid or
incurred by the City to administer the Zone (the “Administrative Costs”). The Administrative
Costs, after approval of the Zone Board and the City Council, shall be paid each year from the
TIRZ Fund, which Fund shall be established at creation of the Zone, before any of the tax
increment is paid out of the TIRZ Fund. The annual Administrative Costs are estimated to be
$15,000.
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7.

ECONOMIC FEASIBILITY

For purposes of this Final Project and Financing Plan, economic feasibility has been
evaluated over the term of the Zone, as illustrated on attached Exhibit E. This evaluation considers
only tax revenue resulting from new development on a yearly basis and does not include any annual
natural increase in values of existing properties. During the term of the Zone, new development
that occurs in the Zone is estimated to generate over $11,513,600 in total net ad valorem tax
revenue to the City. At the end of the term of the Zone, the City is estimated to continue to collect
$1,501,500 per year in ad valorem tax revenue.
During the term of the Zone, thirty percent (30%) of the net ad valorem tax revenue
generated by new development within the Zone will be retained by the City. Seventy percent
(70%) of the net ad valorem tax revenue generated by new development within the Zone will be
available to pay Project Costs as provided in this Plan, until the term of the Zone expires or until
the Zone is otherwise terminated.
8.

ESTIMATE OF BONDED INDEBTEDNESS TO BE INCURRED

No bonds, notes or other obligations will be issued by the City or Zone to pay the eligible
Project Costs.
9.

ESTIMATED TIME WHEN MONETARY OBLIGATIONS ARE TO BE
INCURRED

Since the buildout horizon for Zone Improvements will be market driven, it is anticipated
that the completion of the Improvements will take a minimum of 9 years. Zone Administration
Costs are anticipated to be incurred the first year of the Zone term.
10.

METHODS OF FINANCING

The Zone is intended to provide a funding and/or reimbursement mechanism for public
infrastructure to provide streets and public utilities to unserved land within the Zone and public
utilities to other unserved areas in the City’s corporate limits.
LGI, with the City’s consent, will create a municipal utility district over the Tract, to be
known as Cleveland Municipal Utility District No. 1 (the “District”). LGI will enter into a
reimbursement agreement with the District to seek reimbursement for the Project Costs through
the issuance of District bonds or other funds of the District. The bonds issued by the District will
be an obligation solely of the District and will not be an obligation of the City or the Zone.
The City and Zone will enter into an agreement with the District whereby the Zone shall
pay to the District the net revenues in the TIRZ Fund in lieu of any reimbursements due to LGI.
The District shall use such funds either (1) to pay the principal and interest of the District’s bonds
issued to reimburse LGI for Project Costs; or (2) to reimburse LGI directly for such Project Costs.
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11.

CURRENT APPRAISED VALUE OF TAXABLE REAL PROPERTY

Based upon the 2017 Montgomery County Appraisal District certified tax roll, the base
year value of the proposed Zone will be $1,108,430.
12.

ESTIMATED CAPTURED APPRAISED VALUE BY YEAR

The captured appraised value of the Tract taxable by the City for a year is the total taxable
value of the Tract for that year less the base year value of the Tract. The captured appraised value
of the Tract will be used to calculate annual payments by the City into the TIRZ Fund. The City
shall deposit into the TIRZ Fund each year for the duration of the Zone seventy percent (70%) of
the City’s tax rate multiplied times the captured appraised value taxable by the City. Exhibit F
illustrates the estimated captured appraised value of the Zone during its term. It is estimated that,
upon expiration of the term of the Zone, the total appraised value of taxable real property in the
Zone will be $195,000,000 if all phases of the Tract are developed.
13.

DURATION AND TERMINATION OF ZONE

The stated term of the Zone shall commence immediately upon the passage of the Zone
creation ordinance, and shall continue until December 31, 2049, unless otherwise terminated
earlier in accordance with the Zone creation ordinance and the Development Agreement. The City
shall have the right to terminate the Zone prior to the expiration of its stated term if all Project
Costs and other financial obligations of the Zone have been paid in full. If, upon expiration of the
stated term of the Zone, all Project Costs have not been paid to LGI or its assignees, the City shall
not have any obligation to pay any unpaid Project Costs. Nothing in this section is intended to
prevent the City from extending the term of the Zone in accordance with the Act.
14.

LIST OF EXHIBITS

Unless otherwise stated, all references to Exhibits contained in this Final Project and
Financing Plan shall mean and refer to the following exhibits, all of which are attached to and
made a part of this Final Project and Financing Plan for all purposes:
Exhibit A
Exhibit B
Exhibit C
Exhibit D
Exhibit E
Exhibit F

Legal Description of the Tract
Map of the Tract and the Proposed Zone
Estimated Project Costs
Location of Proposed Improvements
Economic Feasibility Study
Estimated Captured Appraised Value
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AGENDA ITEM # 6

CONSIDER RECOMMENDING APPROVAL
AND RATIFYING AN ORDINANCE
PASSED BY CITY COUNCIL GRANTING A
ZONE CHANGE TO A PLANNED UNIT
DEVELOPMENT ZONING DISTRICT FOR
REINVESTMENT ZONE 2, CLEVELAND
TEXAS
This ordinance was passed by council March 17, 2020.
An earlier TIRZ 2 meeting was scheduled to ratify but was
cancelled due to COVID-19.

