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MINUTES OF THE REGULAR MEETING
OF THE
DOWNTOWN REDEVELOPMENT AUTHORITY

September 13, 2022

The Board of Directors (the “Board”) of the Downtown Redevelopment Authority (the “Authority”)
convened in regular session, in person and open to the public, inside the Large Conference Room of the
Authority’s office, located at 1221 McKinney Street, Suite 4250, Houston, TX 77010, on the 13" day of September
2022, and the roll was called of the duly constituted officers and members of the Board, to wit:

Curtis Flowers Chair
Michele Sabino Vice Chair
Barry Mandel Secretary
Regina Garcia Director
Keith Hamm Director
James Harrison Director
Sherman Lewis Director
Tiko Reynolds-Hausman Director
William Taylor Director

and all of said persons were present except Director Sherman Lewis and Director Regina Garcia.

Also present were J. Allen Douglas, Executive Director; Kris Larson, President; Jana Gunter, Director of
Finance; and Jamie Perkins, Executive Assistant & Paralegal, all with the Authority; Robert Pieroni, Director of
Economic Development; and Kathleen Chisley, Accounting & Administrative Manager with Central Houston, Inc.
(“CHI”); Brett DeBord, Director of Operations & Capital Projects; Lonnie Hoogeboom, Director of Planning &
Urban Design; and Shelby Pipken, Marketing Director; Algenita Davis (Government and Community Affairs
Officer); and Clark Lord of Bracewell LLP.

DETERMINE QUORUM; CALL TO ORDER

Chair Curtis Flowers conducted a roll call. A quorum was established, and the meeting was called to
order at 12:07 PM.

INTRODUCTION OF GUESTS AND PUBLIC COMMENTS

Chair Flowers requested all meeting attendees introduce themselves and welcomed all. There were no
comments from the public.

MINUTES OF PREVIOUS MEETINGS

The Board considered approving the minutes of the August 9, 2022, joint meeting. No discussion took
place. Upon a motion made by Vice Chair Sabino and seconded by Secretary Mandel, the Board approved the
minutes of the August 9, 2022, joint meeting as presented.

FINANCE & ADMINISTRATION

Check Register — August 2022

Chair Flowers called on Jana Gunter to present the check register for the month prior. Ms. Gunter
provided highlights of notable items on the check register ending on August 31, 2022. Discussion ensued and
questions were asked and answered.

Upon a motion made by Director Harrison and seconded by Vice Chair Sabino, a motion to accept the
August 2022 check registers was called and accepted as presented.



ADOPTION OF STRATEGIC ALIGNMENT PLAN

President Kris Larson shared an overview and timeline of the development of the Strategic Alignment
Plan (“Plan”). He presented the final draft of the Plan to the board, which incorporated feedback from all three
affiliate boards. Next, President Larson reviewed the proposed Vision & Mission Statements and the framework
goals of the Plan. Questions were asked and answered, and discussion ensued.

Upon a motion made and duly seconded, the board voted unanimously to approve the Strategic
Alignment Plan as presented.

BARBARA JORDAN PLAZA

Executive Director Douglas opened the conversation about the Barbara Joran Plaza Committee. He
noted that this committee held their first meeting the day prior and shared an illustration of the space at POST
HTX where the Barbara Jordan monument will be placed. Vice Chair Sabino, a member of the Committee, shared
her impressions of the meeting and the promise of the Plaza. Executive Director Douglas closed by noting the
timeline of the project. Questions were asked and answered, and discussion took place. No further action was
taken.

ANNEXATION AND THE INCREMENTAL TAX MODEL

Executive Director Douglas opened this discussion by reviewing with the board the incremental tax
model, its purpose and operation. He explained how the tax increment monies are divided, using an example of
the Downtown Living Initiative, and how these funds are then available to be reinvested into the community
through developmental and capital improvements. Next, he shared a slide deck of the Fairfield property.
Discussion ensued and questions were asked and answered. No further action was taken.

OTHER BUSINESS

Project Status Report

Executive Director Douglas provided brief updates of notable items listed on the Project Status
Report. No questions were asked, and discussion did not take place. No action was required.

NEXT MEETING

Chair Flowers announced the next Board and Committee meetings are scheduled on the following dates
beginning at noon:
e Economic Development — Friday, September 23
e Budget & Finance — Tuesday, September 27
e Capital Project Committee — Wednesday, September 28
o Board of Directors — Tuesday, October 11

ADJOURNMENT

There being no further business to come before the Board, the meeting was adjourned at 1:34 PM.

Barry Mandel, Secretary
Downtown Redevelopment Authority
(“Authority”)



MINUTES OF THE REGULAR MEETING
OF THE
TAX INCREMENT REINVESTMENT ZONE NUMBER THREE

September 13, 2022

The Board of Directors (the “Board”) of the Tax Increment Reinvestment Zone Number Three (the
“Zone”) convened in regular session, in person and open to the public, inside the Large Conference Room of the
Zone’s office, located at 1221 McKinney Street, Suite 4250, Houston, TX 77010, on the 13" day of September
2022, and the roll was called of the duly constituted officers and members of the Board, to wit:

Curtis Flowers Chair
Michele Sabino Vice Chair
Barry Mandel Secretary
Regina Garcia Director
Keith Hamm Director
James Harrison Director
Sherman Lewis Director
Tiko Reynolds-Hausman Director
William Taylor Director

and all of said persons were present except Director Sherman Lewis and Director Regina Garcia.

Also present were J. Allen Douglas, Executive Director; Kris Larson, President; Jana Gunter, Director of
Finance; and Jamie Perkins, Executive Assistant & Paralegal, all with the Zone; Robert Pieroni, Director of
Economic Development; and Kathleen Chisley, Accounting & Administrative Manager with Central Houston, Inc.
(“CHI”); Brett DeBord, Director of Operations & Capital Projects; Lonnie Hoogeboom, Director of Planning &
Urban Design; and Shelby Pipken, Marketing Director; Algenita Davis (Government and Community Affairs
Officer); and Clark Lord of Bracewell LLP.

DETERMINE QUORUM; CALL TO ORDER

Chair Curtis Flowers conducted a roll call. A quorum was established, and the meeting was called to
order at 12:07 PM.

INTRODUCTION OF GUESTS AND PUBLIC COMMENTS

Chair Flowers requested all meeting attendees introduce themselves and welcomed all. There were no
comments from the public.

MINUTES OF PREVIOUS MEETINGS

The Board considered approving the minutes of the August 9, 2022, joint meeting. No discussion took
place. Upon a motion made by Vice Chair Sabino and seconded by Secretary Mandel, the Board approved the
minutes of the August 9, 2022, joint meeting as presented.

FINANCE & ADMINISTRATION

Check Register — August 2022

Chair Flowers called on Jana Gunter to present the check register for the month prior. Ms. Gunter
provided highlights of notable items on the check register ending on August 31, 2022. Discussion ensued and
questions were asked and answered.

Upon a motion made by Director Harrison and seconded by Vice Chair Sabino, a motion to accept the
August 2022 check registers was called and accepted as presented.



ADOPTION OF STRATEGIC ALIGNMENT PLAN

President Kris Larson shared an overview and timeline of the development of the Strategic Alignment
Plan (“Plan”). He presented the final draft of the Plan to the board, which incorporated feedback from all three
affiliate boards. Next, President Larson reviewed the proposed Vision & Mission Statements and the framework
goals of the Plan. Questions were asked and answered, and discussion ensued.

Upon a motion made and duly seconded, the board voted unanimously to approve the Strategic
Alignment Plan as presented.

BARBARA JORDAN PLAZA

Executive Director Douglas opened the conversation about the Barbara Joran Plaza Committee. He
noted that this committee held their first meeting the day prior and shared an illustration of the space at POST
HTX where the Barbara Jordan monument will be placed. Vice Chair Sabino, a member of the Committee, shared
her impressions of the meeting and the promise of the Plaza. Executive Director Douglas closed by noting the
timeline of the project. Questions were asked and answered, and discussion took place. No further action was
taken.

ANNEXATION AND THE INCREMENTAL TAX MODEL

Executive Director Douglas opened this discussion by reviewing with the board the incremental tax
model, its purpose and operation. He explained how the tax increment monies are divided, using an example of
the Downtown Living Initiative, and how these funds are then available to be reinvested into the community
through developmental and capital improvements. Next, he shared a slide deck of the Fairfield property.
Discussion ensued and questions were asked and answered. No further action was taken.

OTHER BUSINESS

Project Status Report

Executive Director Douglas provided brief updates of notable items listed on the Project Status
Report. No questions were asked, and discussion did not take place. No action was required.

NEXT MEETING

Chair Flowers announced the next Board and Committee meetings are scheduled on the following dates
beginning at noon:
e Economic Development — Friday, September 23
e Budget & Finance — Tuesday, September 27
e Capital Project Committee — Wednesday, September 28
o Board of Directors — Tuesday, October 11

ADJOURNMENT

There being no further business to come before the Board, the meeting was adjourned at 1:34 PM.

Barry Mandel, Secretary
Tax Increment Reinvestment Zone
Number Three (“Zone”)



TIRZ (TZO3)

Overtime Programs
2022

RRRRRRRRRRRRRRRR (JULY 1 — SEPTEMBER 30)



PATROL TRAFFIC ENFORCEMENT

» The previous patrol visibility program was replaced with this patrol
traffic enforcement program. On-duty units are now responsible for
visiting the locations/businesses that were previously identified as hot
spots through the visibility program.

» Patrol officers focus on conducting fraffic stops in the downtown
ared.

» Paitrol officers also assist in running Code 1 or 2 calls for service and
conducting checks of the Beacon area, Market Square Park, and
Discovery Green.

% Officer Hours: 207.25
% Sergeant Hours: 92.5



Call Activity Arrest Activity
July July August
Primary Calls 0 Total Suspects in Jail 0 3
Charge & Activity Types
Felony Charges 0 0
Class A/B Charges
Class C (No Ticket)
To-Be Warrants
City Warrants
Felony Warrants
Misd. Warrants
Total

Secondary Calls

Offense Reports
Accident Reports

Traffic Stops

Warrant Service Attempts
Crime Initiatives

Citizen Contacts
Admin Assignment

O|O|IN|[O|O|O|O|F
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Civility Incidents

July Traffic
Vagrants/Homeless July
Scooter Warnings Non-Moving 5
Street Racer/Loud Veh Moving 0
Total Parking Citations 0
Total 5

Seizures/Recoveries

July August Naroctics Recovered
Autos Recovered 0 0 July August
Property Recovered Value Marijuana / Kush 0 0
Money Seized Cocaine / Crack 0 0
Property Seized Value Other 0 0
Weapons Seized Total 0 0
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Sheet1

		Patrol Visibility Initiative

						Call Activity										Arrest Activity

								July		August		Sept						July		August		Sept

						Primary Calls		0		31		13				Total Suspects in Jail		0		3		1

						Secondary Calls		1		14		10				Charge & Activity Types

						Offense Reports		0		4		6				Felony Charges		0		0		1

						Accident Reports		0		0		3				Class A/B Charges		0		1		0

						Traffic Stops		0		91		135				Class C (No Ticket)		0		0		0

						Warrant Service Attempts		0		0		0				To-Be Warrants		0		0		0

						Crime Initiatives		2		52		101				City Warrants		0		2		0

						Citizen Contacts		0		173		305				Felony Warrants		0		0		0

						Admin Assignment		0		1		2				Misd. Warrants		0		0		0

																Total		0		3		1

						Civility Incidents

								July		August		Sept				Traffic

						Vagrants/Homeless		158										July		August		Sept

						Scooter Warnings		0		0		0				Non-Moving		5		69		126

						Street Racer/Loud Veh		0		0		0				Moving		0		22		20

						Total		158		0		0				Parking Citations		0		31		68

																Total		5		122		214

						Seizures/Recoveries

								July		August		Sept				Naroctics Recovered

						Autos Recovered		0		0		0						July		August		Sept

						Property Recovered Value		0		0		0				Marijuana / Kush		0		0		0

						Money Seized		0		0		0				Cocaine / Crack 		0		0		0

						Property Seized Value		0		0		0				Other		0		0		0

						# of Weapons Seized		0		0		0				Other		0		0		0

						Weapons Seized		0		0		0				Total		0		0		0






OUT

DOOR

DINING BIKE INITIATIVE

» This program was implemented in response 1o several complaints of
aggressive panhandlers at outdoor dining locations along Main Street. The
mission of this program is to address civility issues and provide a safe
environment for individuals utilizihg outdoor dining through increased
officer presence/visibllity.

» Bike officers have made 1,212 citizen contacts and given 50 warnings to
aggressive panhandlers and/or vagrants along Main Street.

% Logistics: 2-4 Officers per shift. 5 : :
Shifts Monday-Friday from 1000-1400. IS Thours: S00.5

s Sergeant Hours: 44



OUTDOOR DINING
BIKE INITIATIVE

Call Activity

Primary Calls

econdary Calls
Offense Reports
Accident Reports
Tactical Action Plans
Warrant Service Attempts

Crime Initiatives
Citizen Contacts
Admin Assignment

Civility Incidents

5

13

w
N

Vagrants/Homeless
cooter Warnings

treet Racer/loudVeh | 0 |

| I | August | Sept |
Vagrants/Homeless | | 13 | 32 |
| o | o |
| o | o |
|13 | 32

32

13

Seizures/Recoveries

Autos Recovered
Property Recovered Value

Money Seized o

Property Seized Value

Weapons Seized

Arrest Activity

| July | August |
Total Suspects in Jail “

Charge & Activity Types
Felony Charges

| 0 | o |
Class A/B Charges “

ClassC(NoTicket) | 0 | 0 | 0 |
ToBeWarrants | 0 | 0 | 0 |
CityWarrants | 0 | o0 | 0 |
FelonyWarrants | 0 | 0 | 0 |
Misd. Warrants | 0 | 0 | 0
otal | 0 | 1 | 0

Traffic

T sy [ August | sept |
Nonvovre | 1 | o | o |
voviie | 0 | 1 | o |
ParingCitatios | 0 | 0 | o |
o | 1 | 1 | o]

| | uly | August | Sept |
Marijuana/kush | 0 | o | 0 |
Cocaine/Crack | o0 | o | o0 |
I W
Total | 0 | 0 | 0
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				Call Activity										Arrest Activity

						July		August		Sept						July		August		Sept

				Primary Calls		5		2		5				Total Suspects in Jail		0		1		0

				Secondary Calls		0		2		4				Charge & Activity Types

				Offense Reports		1		3		2				Felony Charges		0		0		0

				Accident Reports		1		1		0				Class A/B Charges		0		1		0

				Tactical Action Plans		0		0		0				Class C (No Ticket)		0		0		0

				Warrant Service Attempts		0		0		0				To-Be Warrants		0		0		0

				Crime Initiatives		65		121		229				City Warrants		0		0		0

				Citizen Contacts		306		588		318				Felony Warrants		0		0		0

				Admin Assignment		0		0		0				Misd. Warrants		0		0		0

														Total		0		1		0

				Civility Incidents

						July		August		Sept				Traffic

				Vagrants/Homeless		5		13		32						July		August		Sept

				Scooter Warnings		0		0		0				Non-Moving		1		0		0

				Street Racer/Loud Veh		0		0		0				Moving		0		1		0

				Total		5		13		32				Parking Citations		0		0		0

														Total		1		1		0

				Seizures/Recoveries

						July		August		Sept				Narcotics Seized

				Autos Recovered		0		0		0						July		August		Sept

				Property Recovered Value		0		0		0				Marijuana / Kush		0		0		0

				Money Seized		0		0		0				Cocaine / Crack		0		0		0

				Property Seized Value		0		0		0

				# of Weapons Seized		0		0		0				Other						0

				Weapons Seized		0		0		0				Total		0		0		0






SCOOITER / STREET RACER INITIATIVE

» The mission of this program was o restore the right of ways for
pedestrians on the sidewalks of downtown by enforcing scooter
and vendor-related ordinances.

» Officers focus on issuing citations to vendors in violation and
educating scooter riders of the recent legal changes.

» In response to several complaints from area residents and
business owners, officers also target street racers downtown &
vehicles with loud exhausts.

s Officer Hours: 113
s Sergeant Hours: 132
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Call Activity

July

Arrest Activity

Primary Calls

2

July

August

Secondary Calls

2

Total Suspects in Jail

0

1

Offense Reports

1

Charge

& Activity Types

Accident Reports

0

Felony Charges

0

0

Traffic Stops

21

Class A/B Charges

Warrant Service Attempts 0

Class C (No Ticket)

Crime Initiatives

36

To-Be Warrants

Citizen Contacts

City Warrants

Admin Assignment

Civility Incidents

Felony Warrants

Misd. Warrants

July

Vagrants/Homeless

Total

Traffic

O|oc|Oo|O|O|O|O|O

Scooter Warnings

July

Street Racer/Loud Veh

Non-Moving

Total

Seizures/Recoveries

Moving

Parking Citations

July

August

Autos Recovered

0

0

Total

Narcotics Seized

Property Recovered Value

July

August

Money Seized

Marijuana / Kush

0

0

Property Seized Value

Cocaine / Crack

0

0

Weapons Seized

Total




Sheet1

		Patrol Visibility Initiative

						Call Activity										Arrest Activity

								July		August		Sept						July		August		Sept

						Primary Calls		2		5		0				Total Suspects in Jail		0		1		0

						Secondary Calls		2		10		0				Charge & Activity Types

						Offense Reports		1		4		0				Felony Charges		0		0		0

						Accident Reports		0		0		0				Class A/B Charges		0		1		0

						Traffic Stops		21		35		52				Class C (No Ticket)		0		0		0

						Warrant Service Attempts		0		0		0				To-Be Warrants		0		0		0

						Crime Initiatives		36		41		0				City Warrants		0		0		0

						Citizen Contacts		622		312		0				Felony Warrants		0		0		0

						Admin Assignment		0		0		0				Misd. Warrants		0		0		0

																Total		0		1		0

						Civility Incidents

								July		August		Sept				Traffic

						Vagrants/Homeless		0		0		0						July		August		Sept

						Scooter Warnings		318		278		436				Non-Moving		56		77		77

						Street Racer/Loud Veh		1		11		25				Moving		3		3		17

						Total		319		289		461				Parking Citations		6		3		19

																Total		65		83		113

						Seizures/Recoveries

								July		August		Sept				Narcotics Seized

						Autos Recovered		0		0		0						July		August		Sept

						Property Recovered Value		0		0		0				Marijuana / Kush		0		0		0

						Money Seized		0		0		0				Cocaine / Crack		0		0		0

						Property Seized Value		0		0		0

						# of Weapons Seized		0				0				Other

						Weapons Seized		0		1		0				Total		0		0		0






SPECIALIZED UNITS INITIATIVES

» The specialized units attached to the Downtown Division are tasked with all things
law enforcement that fall outside of the parameters of patrol. The Crime
Suppression Team (CST) conducts proactive and reactive investigations into crime
trends and major crimes in the Downtown area. The Differential Response Team

(DRT) is tasked with managing the homeless population and other quality of life
concerns.

» DRT conducted targeted enforcement at encampments and hot spots of civility
issues.

» CST focused on conducting traffic stops and coordinating with Auto Theft Division
to conduct BMV/Auto Theft investigations.

% Officer Hours: 273.5
% Sergeant Hours: 52.5



SPEGERIEED NITS

INITIATIVES

| | uly | August | Sept
PrimaryCalls | o | 1 | o0 |
SecondaryCalls | o | o | 2
OffenseReports | 0 | 3 | 5 |
AccidentReports | 0 | o | o0
Tactical ActionPlans | 0 | o0 | 0 |
Warrant Service Attempts | 0 | 1 | 0
Crime Initiatives | 0 | 45 | 46 |
CitizenContacts | 0 | 9 | 8
Admin Assignment | 0| 0 | 0 |

Civility Incidents

| civilityincidents |
| | uly | August | Sept |
Vagrants/Homeless | 0 | 27 | 20 |
ScooterWarnings | 0 | 0 | 0 |
StreetRacer/loudveh | 0 | 0 | 0 |
Total | 0 | 27 | 20 |

| | uly | August| Sept |
AutosRecovered | 0 | 0 | o0 |
50

50
\Weaponsseized | 0 | 0 |

Arrest Activity

| July | August |
Total Suspects in Jail “ 2

Charge & Activity Types
Felony Charges
Class A/B Charges
Class C (No Ticket)

o0 | 1 |
o0 | o |
o0 | o |
To-Be Warrants ““
o0 | o |
| o0 | o |
o0 | 3 |
0 | 4 |

City Warrants 5
Felony Warrants

Misd. Warrants 1

Felony Charges | o
Class A/B Charges | | o0
Class C (No Ticket) | o0
To-Be Warrants | | o0
City Warrants [ 5™
Felony Warrants | | o
Misd. Warrants [ a ]
6

L ] | August | Sept
o | o |
o | 1
1

Narcotics Seized (grams)
| August |
[ ® |

4
.0



Sheet1

		Patrol Visibility Initiative

						Call Activity										Arrest Activity

								July		August		Sept						July		August		Sept

						Primary Calls		0		1		0				Total Suspects in Jail		0		4		2

						Secondary Calls		0		0		2				Charge & Activity Types

						Offense Reports		0		3		5				Felony Charges		0		1		0

						Accident Reports		0		0		0				Class A/B Charges		0		0		0

						Tactical Action Plans		0		0		0				Class C (No Ticket)		0		0		0

						Warrant Service Attempts		0		1		0				To-Be Warrants		0		0		0

						Crime Initiatives		0		45		46				City Warrants		0		0		5

						Citizen Contacts		0		96		86				Felony Warrants		0		0		0

						Admin Assignment		0		0		0				Misd. Warrants		0		3		1

																Total		0		4		6

						Civility Incidents

								July		August		Sept				Traffic

						Vagrants/Homeless		0		27		20						July		August		Sept

						Scooter Warnings		0		0		0				Non-Moving		0		41		120

						Street Racer/Loud Veh		0		0		0				Moving		0		0		0

						Total		0		27		20				Parking Citations		0		0		1

																Total		0		41		121

						Seizures/Recoveries

								July		August		Sept				Narcotics Seized (grams)

						Autos Recovered		0		0		0						July		August		Sept

						Property Recovered Value		$0		$0		$0				Marijuana / Kush		0		0		0

						Money Seized		$0		$0		$0				Cocaine / Crack		0		0.04		0

						Property Seized Value		$0		$0		$0				Other		0		0.12		0

						# of Weapons Seized										Other

						Weapons Seized		0		0		0				Total		0		0.16		0






NIGHT LIFE INITIATIVE

>

% Logistics: 2 Officers & 1 Sergeant per shift.

This program proactively addresses club issues, fraffic and parking issues, and
focuses on business checks, citizen contacts and handling calls for service. The
target areas are driven by crime statistics and complaints from citizens and
businesses.

Officers conduct traffic stops in the target areas to identify violent offenders &
seize unlawfully carried firearms.

v Due to an increase in violent crime and nuisance reports the following have
been identified as primary targeted areas: Club Spire, Engine Room, the Jet
Lounge and surrounding establishments, and Main Street Corridor.

Mobility Response Team (MRT) units facilitate pedestrian fraffic at Main/Congress
due to heavy foot traffic.

s Officer Hours: 35
s Sergeant Hours:59.5

Every Friday & Safurday from 2200-0200 S PT Hours: O
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Call Activity

July

Arrest Activity

Primary Calls

3

o

July

August

Secondary Calls

Total Suspects in Jail

0

0

Offense Reports

Charge & Activity Types

Accident Reports

Felony Charges

0

0

Tactical Action Plans

Class A/B Charges

Warrant Service Attempts

Class C (No Ticket)

Crime Initiatives

To-Be Warrants

Citizen Contacts

City Warrants

Admin Assignment

Civility Incidents

O|lO|O|O|O|O|O|O

Felony Warrants

Misd. Warrants

July

Vagrants/Homeless

0

Total

Traffic

RP|O|IO|O|O|O |~ |O

Sobering Center

July

Street Racer/Loud Veh

Non-Moving

0

Total

Seizures/Recoveries

0
0
0

Moving

0

Parking Citations

12

July

August

Autos Recovered

0

0

Total

12

Narcotics Seized

Property Recovered Value

July

August

Money Seized

Marijuana / Kush

0

0

Property Seized Value

Cocaine / Crack

0

0

Weapons Seized

Total




Sheet1

		Patrol Visibility Initiative

						Call Activity										Arrest Activity

								July		August		Sept						July		August		Sept

						Primary Calls		3		0		6				Total Suspects in Jail		0		0		2

						Secondary Calls		8		0		8				Charge & Activity Types

						Offense Reports		4		0		1				Felony Charges		0		0		0

						Accident Reports		0		0		1				Class A/B Charges		0		0		1

						Tactical Action Plans		0		0		0				Class C (No Ticket)		0		0		0

						Warrant Service Attempts		0		0		0				To-Be Warrants		0		0		0

						Crime Initiatives		67		0		32				City Warrants		0		0		0

						Citizen Contacts		21		0		72				Felony Warrants		0		0		0

						Admin Assignment		0		0		0				Misd. Warrants		0		0		0

																Total		0		0		1

						Civility Incidents

								July		August		Sept				Traffic

						Vagrants/Homeless		0		0		8						July		August		Sept

						Sobering Center		0		0		0				Non-Moving		0		0		0

						Street Racer/Loud Veh		0		0		0				Moving		0		0		0

						Total		0		0		8				Parking Citations		12		0		1

																Total		12		0		1

						Seizures/Recoveries

								July		August		Sept				Narcotics Seized

						Autos Recovered		0		0		0						July		August		Sept

						Property Recovered Value		0		0		0				Marijuana / Kush		0		0		0

						Money Seized		0		0		0				Cocaine / Crack		0		0		0

						Property Seized Value		0		0		0

						# of Weapons Seized		0		0						Other

						Weapons Seized		0		0		0				Total		0		0		0
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Sheet1

		TIRZ (TZ03) MONTHLY EXPENDITURES (FY22-23)

						July		August		Sept		Oct		Nov		Dec		Jan		Feb		March		April		May		June		Total

		Estimated Program Expenditures		Patrol Visibility		248.00		8,851.00		13,059.00																				22,158.00

				Night Life		2,689.20		0.00		3,777.75																				6,466.95

				Specialized Units		0.00		12,862.00		8,820.00																				21,682.00

				Scooter/Street Racer		3,528.00		5,087.00		8,857.00																				17,472.00

				Outdoor Dining Bike		3,931.00		7,595.00		10,620.00																				22,146.00

				Est. Expenditure Totals		10,396.20		34,395.00		45,133.75		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		89,924.95

				Adjustments		1,223.93		5,065.95		13,691.00																				19,980.88

		Actual Expenditures		Overtime		11,620.13		39,460.95		58,824.75																				109,905.83

				Divsional Expenses		27,229.45		3,803.44		26,885.84																				57,918.73

		* PS10 expenditures are not directly removed from the DT TIRZ budget.																						Total Expenditures YTD						167,824.56

																								Opening Balance						700,000.00

																								Remaining Balance						532,175.44
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* Total checks issued in September 2022 were S504K.

* MassChallenge, Inc. - S404K
e Grant payment - S404K

e Central Houston, Inc. - S57K
e Admin support - S57K

* Trebly Park - $38K
* Project Surveillance, Inc. - S17K
* Instituform Technologies, LLC - S8K
* Strategic Coating Solutions - S8K
* W.M. Jones & Co. - S3K
* CW Lighting, Inc. - S2K



DRA/ TIRZ #3 PAID INVOICE DETAIL: SEPTEMBER 2022

OPERATING ACCOUNT

PAYEE CHECK MEMO AMOUNT

Central Houston, Inc 3044-3047 |Payroll $ 57,498.65
W.M. Jones & Company 4224819 |Renewal $ 2,811.99
CW Lighting, Inc 1681336 |SoDo park construction $ 2,332.00
Instituform Technologies, LLC 1681338 |SoDo park construction $ 8,000.00
UTS, LLC 8017432 [Consultant fee $ 3,640.00
Strategic Coating Solutions 4242774 |SoDo park construction $ 8,000.00
Alpha Testing, Inc 5417871 |[SoDo park construction $ 350.00
MassChallenge, Inc 5417873 |[Annual government sponsorship $  404,000.00
Project Surveillance 5417877 |SoDo park construction $ 16,508.20
Bacewell 7533878 |General counsel $ 1,000.00

GRAND TOTAL: $ 504,140.84
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FY22 Audit Report

Carr, Riggs & Ingram, LLC

Review and discuss the current draft of the FY22 Audit Report for year
ending June 30, 2022.

6/14/2022 — Board granted full approval of Carr, Riggs & Ingram as
auditors for FY22.

9/27/2022 — Budget and Finance Committee authorized a
recommendation for full Board approval of the drafted FY22 audit
report as presented.

Authorize approval of the drafted FY22 audit report as presented.

Carr, Riggs & Ingram, LLC: Alyssa Hill, Partner
DRA: Jana Gunter, Director of Finance
DRA: Allen Douglas, Executive Director
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June 30, 2022
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INDEPENDENT AUDITORS’ REPORT

Board of Directors

Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority

Houston, Texas

Opinions

We have audited the accompanying financial statements of the governmental activities and each major
fund of Main Street Market Square Redevelopment Authority, d/b/a Downtown Redevelopment
Authority (the Authority), a component of the City of Houston, Texas, as of and for the year ended June
30, 2022, and the related notes to the financial statements, which collectively comprise the Authority’s
basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred.to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the Authority as of
June 30, 2022, and the respective changes in financial position for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities 'under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Authority, and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements. relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Authority’s ability to
continue as a going concern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Authority’siinternal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness.of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether,.in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Authority’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.
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Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and the schedule of revenues, expenditures and change in fund balance — budget
to actual be presented to supplement the basic financial statements. Such information is the
responsibility of management and, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Authority’s basic financial statements. The schedule of operating expenses
and capital expenditures for the year ended June 30, 2022 and the schedule of estimated project costs
to actual costs for the period from July 6, 1999 (date of inception) through June 30, 2022
(supplementary information), are presented for purposes of additional analysis and are not a required
part of the basic financial statements..Such information is the responsibility of management and was
derived from and relates directly to' the underlying accounting and other records used to prepare the
basic financial statements. The information‘has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the supplementary information is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Houston, Texas
Date, 2022
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

GENERAL

This Management’s Discussion and Analysis of Main Street Market Square Redevelopment Authority,
d/b/a Downtown Redevelopment Authority (the Authority), provides an overview of the Authority’s
financial performance including comparative data for the year ended June 30, 2022 with the year ended
June 30, 2021 and a brief explanation for significant changes between fiscal years. Since the
Management’s Discussion and Analysis is designed to focus on current activities, resulting changes and
current known facts, please read in conjunction with the Authority’s basic financial statements and the
notes to the financial statements.

FINANCIAL HIGHLIGHTS

e The Authority paid $2,521,546 to the Buffalo Bayou Partnership in accordance with the economic
development agreement for the continued operation of project facilities at Buffalo Bayou Park.

e The Authority completed the Allen Parkway reconstruction project in 2017 and turned operation
and maintenance of the improvements over to the City.of Houston. During fiscal year 2019, the
Authority board determined that the area needed special attention as a major gateway into
downtown and agreed to take over maintenance responsibility for an initial three-year period
which has now been extended to 2027. A total of $174,867 was spent during the fiscal year 2022.

e The Authority continued working on its fourth major capital project provided for in the 2015 bond
offering: to develop Trebly Park (Southern Downtown Pocket Park). The Authority paid $5,824,086
in current year expenditures related to this project. Funds went to Structura, Inc. as the general
contractor for construction.at the park, Project Surveillance, Inc. for oversight, Lauren Griffith
Associates for design, Fenris, LLC for development of the children’s play area/artwork, CW Lighting
for light fixtures, and $29,666 per month in rent to the landlord for the long-term ground lease.
The Authority also paid.$81,573 in property taxes on the site. The park has been named Trebly
Park and the groundbreaking/was held on March 11, 2021. The construction timeline was
extended to 18 months during 2022 due to infrastructure and supply chain issues.

e The Authority continued work on the next capital project identified through Plan Downtown for
redevelopment and reconstruction of Bagby Street on the west side of downtown. Expenditures
totaling $3,445,985 were paid in connection with this project in fiscal year 2022. A large portion of
those funds were paid to the construction contractor, Main Lane Industries, as well as engineering
design performed by Jones & Carter. The COVID pandemic has drastically reduced traffic into
downtown and this has allowed the contractor to accelerate construction. The project was
completed in November 2021, ahead of schedule and came in under budget by $2,554,000. In
2022, the Authority received $2,440,588 in reimbursement from the City of Houston to offset
Bagby Street expenditures.

e The Authority paid $1,994,664 in fiscal year 2022 to the City of Houston for Municipal Services in
the Zone that were allocated to support the City budget, including $980,000 dedicated to the
City’s Police Department Overtime Program.
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

e The Authority entered into an agreement in 2012 with Rusk at San Jacinto Partners, LP for the
historic preservation and redevelopment of the Texas Company Building into a luxury residential
tower with 286 units named The Star. The Authority accrued $327,664 in 2022 for
reimbursements related to the 2021 tax year and accrued $228,150 in 2021 for reimbursements
related to the 2020 tax year.

The Authority entered into an agreement in 2013 with 806 Main Hotel, LLC for the historic
preservation and redevelopment of the Carter Building into the J. W. Marriott Hotel. The
Authority accrued $215,815 in fiscal year 2022 for reimbursements related to the 2021 tax year.

The Authority entered into an agreement in 2014 with HDT Hotels, LLC to provide an economic
development grant for the redevelopment of the Savoy Hotel into a full-service Holiday Inn at
1616 Main Street. The Authority paid $29,106 in fiscal¢year 2021 for reimbursements related to
the 2020 tax year. Due to the impact of COVID-19, the hotel had to cut back staff during the peak
of the pandemic and the 50 jobs requirement in the agreement was temporarily suspended. The
hotel was able to remain open during all of 2020 and 2021. In 2022 the hotel restored its staff and
met the requirements of the agreement. The Authority paid $16,386 in fiscal year 2022 for
reimbursements related to 2021.

The Authority entered into an agreement in 2014 with HA Hotel Partners to provide an economic
development grant for the construction of the Hotel Alessandra in the GreenStreet development.
The 223-room luxury hotel was completed and opened in October of 2017. The Authority paid
$22,215 in fiscal year 2021 for reimbursements related to the 2020 tax year. The hotel suspended
operations in January 2021 due to the impacts of the COVID pandemic. The hotel has re-opened as
The Laura and will be eligible for payments to resume in 2023 for the 2022 tax year.

In 2012, the Authority created a program called the Downtown Living Initiative (DLI) which was
designed to incentivize residential development in the Zone. Developers were eligible to receive a
rebate equal to 75% of the incremental City of Houston ad valorem taxes generated by the project
upon completion for a fifteen-year period up to a maximum of $15,000 per residential unit. As of
the end of the year, five residential projects were open and submitted requests for
reimbursement. The Authority accrued for the fiscal year 2022 installments to; Market Square
Tower in the amount of $632,435, and Block 334 in the amount of $159,472.

The Authority has pledged a total of $10 million to the renovation of Jones Plaza, approximately
$2.5 million of which has been advanced for project design. The project has achieved significant
fundraising goals, including a $10 million donation from Lynn Wyatt and $1.6 million in support
from local philanthropic foundations. The plaza is to be re-named The Lynn Wyatt Square For The
Performing Arts and construction began in May of 2021.

In November of 2018, the Authority board approved an economic development agreement with
MassChallenge in the amount of $2.5 million over five years. MassChallenge is a global non-profit
startup accelerator with a focus on high-impact, early-stage entrepreneurs. The Authority accrued
$404,000 in fiscal year 2022 for this project.

-5-
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

e In November of 2018, the Authority board approved an economic development agreement with
401 Franklin St, LTD for restoration and redevelopment of the Barbara Jordon Post Office building
to develop a mixed-use project called Post HTX. The site, on the northwest side of downtown will
be a hub of visual and immersive art, entertainment, cultural exhibition, shopping, dining,
commercial office space and a rooftop farm/garden. The agreement provides a 75% rebate of the
annual incremental City of Houston ad valorem taxes up to a cap of $20 million for the project.
During fiscal 2021, an amendment to the agreement was approved by the Authority board to
provide an additional $3 million in funding for the project. The site was completed in fiscal year
2022 and will be eligible for funding in fiscal year 2023.

e In September of 2019, the Authority board approved an economic development agreement with
Gener8tor in the amount of $1.25 million over five years: Gener8tor is a nationally recognized
pre-accelerator, specializing in translating ideas into start-up businesses. The Authority paid
$250,000 in fiscal year 2022 for this project.

e In November of 2019, the Authority board entered into@ lease agreement with Amegy Bank to
establish the 10 floor of 1801 Main as an innovation hub, named The Downtown Launchpad.
The goal of the Downtown Launchpad is to bring together in one space all the life-cycle
components necessary to create companies and generate local jobs in the innovation sector. This
project brings together our partners: pre-accelerator Gener8tor, incubator Impact Hub, and
accelerator MassChallenge, as well as co-working leader, The Cannon. The Launchpad opened in
July of 2020. The Authority paid $505,452 in fiscal year 2022 for this project.

e In November of 2019, the ‘Authority board approved capital project support to the Buffalo Bayou
Partnership for construction of hike & bike trails east of Allen’s landing on the southern bank of
Buffalo Bayou in the amount of $2 million. The Authority paid $500,000 in fiscal year 2022 for this
project.

e The Authority continued its funding for the North Houston Highway Improvement Project with a
contribution of $250,000 to Central Houston Civic Improvement. The purpose of these funds is to
further develop the civic opportunities that may be achieved through parks, hike and bike trails,
enhanced landscaping, and understory uses that are adjacent to TxDOT’s new freeway alignment.

e During fiscal year 2015, the Authority issued $41,505,000 in Tax Increment Contract Revenue
Bonds (Series 2015 Bonds). The bonds were issued at a premium of $4,462,805 and have a series
of maturities from 2022 through 2035. No principal payments were required in the current year,
but the Authority recorded $1,975,550 in interest expense, and amortized $30,214 in issuance
costs.

e During fiscal year 2022, the Authority recorded $84,536 in interest expense related to the Series
2012 Bonds.



Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

e In December of 2019 Houston’s City Council approved the Sixth Amendment of the Project Plan
and expansion of the Zone to include five areas contiguous with the current boundaries of the
Zone to facilitate civic opportunities that will arise as a result of the North Houston Highway
Improvement Project (NHHIP). The Zone and Authority have fostered identification of at least 35
civic opportunities tracing the changes and developments resulting from the NHHIP on interstates
and surface streets that encircle Downtown. These opportunities consist of, but are not limited to,
parks, gateways, garden bridges, a linear Pierce elevated park, cap parks for public assemblage
along EaDo and Andrews Street, retention areas and canal construction to optimize the City’s
flood resiliency, all of which touch not only Downtown but also adjoining neighborhoods and
communities. The focus of these civic opportunities center on connectivity, resiliency, and the
enhancement of, and access to, public space in support of theCity’s assets. Expansion of the Zone
further permits support and facilitation of development and preservation in the warehouse and
western civic facilities areas and will involve consideration of work-force housing, civic facilities
modernization, and economic development plans. <The expansion added $382 million to the
Project Plan for the Zone and during fiscal 2022 increased increment revenue by $2.7 million.

e In December of 2020 Houston’s City Council approved the DRA/TIRZ#3 Board’s Resolution of
November 10, 2020, adopting the Seventh. Amended Project Plan and Reinvestment Zone
Financing Plan (Plan). This Plan de-annexed approximately fourteen acres of public property
known as the Sam Houston Park, removing that parcel from the boundaries of the DRA/TIRZ#3.
The de-annexation of the non-taxable property did not alter the tax increment base of TIRZ #3
which continues to include the tax increment base established by all prior Ordinances.

e Since creation of Reinvestment Zone Number Three (Main Street Market Square TIRZ) in 1995,
and the expansion of the Zone in 1998, 2005, 2007, 2011 and 2019 the appraised value for real
property located within the Zone has increased to approximately $501 million, $2.9 billion, $92
million, $130 million, and $1.9 billion for the original (Part A), and expanded zones (Part B, Part D,
Part F and Part G) areas, respectively. This total increase of approximately $3.9 billion, over the
base years has been generated due to multiple developments of housing and commercial projects
in addition to increased land values throughout the Zone.

OVERVIEW OF THE FINANCIAL STATEMENTS

This Management’s Discussion and Analysis is intended to serve as an introduction to the Authority’s
basic financial statements. According to the definition in Governmental Accounting Standards Board,
the Authority qualifies as a special purpose government with one program — redevelopment of certain
areas located in the Central Business District of the City of Houston, Texas.
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

Government-wide statements report information about the Authority as a whole using accounting
methods similar to those used in private-sector companies. The Statement of Net Position includes all
of the Authority’s assets and liabilities, with the difference between assets and liabilities presented as
net position. Over time, increases or decreases in the Authority’s net position may serve as a useful
indicator of whether the financial position of the Authority is improving or deteriorating. All of the
current year’s revenues and expenses are accounted for in the Statement of Activities, regardless of
when cash is received or paid. The fund financial statements report information about the Authority on
the modified accrual basis, which only accounts for revenues that are measurable and available within
the current period or soon enough thereafter to pay liabilities of the current period.

Adjustments are provided to reconcile the government-wide statements to the fund statements.
Explanations for the reconciling items are provided as part of the financial statements.

Statement of Net Position

The Statement of Net Position includes all assets and liabilities using the accrual basis of accounting.
The following table reflects condensed information on the Authority’s net deficit at June 30:

2022 2021
Assets
Capital assets, net $ 11,177,828 $ -
Other assets:
Cash and investments 33,165,430 12,979,758
Tax increment and other receivables 860,581 20,899,343
Other assets 419,816 450,536
Total assets 45,623,655 34,329,637
Liabilities
Accounts, interest and retainage payable $ 5,992,738 S 7,256,125
Lease liabilities - due in one year 392,471 -
Lease liabilities - due after one year 10,968,447 -
Bonds payable - due in one year 2,180,000 2,200,000
Bonds payable - due after one year 45,033,633 47,436,775
Total liabilities 64,567,289 56,892,900
Net deficit
Restricted for debt service 8,559,039 8,639,181
Unrestricted (27,502,673) (31,202,444)
Total net deficit $ (18,943,634) S (22,563,263)
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

Tax increment funds not needed for immediate operations are invested in Texas public funds
investment pools (TexStar or LOGIC) or money market funds. All investments of the Authority are
allowable under the Authority’s investment policy and the Public Funds Investment Act. Total operating
cash was $2,231,071, debt service was $8,559,039 and total general fund investments were $22,375,320
at June 30, 2022. Total operating cash was $256,261, debt service was $4,367,039 and total general fund
investments were $8,356,458 at June 30, 2021.

Tax increments are based on calendar year taxes which are then received the next fiscal year. Tax
increment receivables of $380,796 at June 30, 2022, represent payments due from Harris County.
Other accounts receivable of $479,785 at June 30, 2022, represents amounts due from the Houston
Downtown Management District for its share of the Downtown Living Initiative grants.

Tax increment receivables of $20,483,996 at June 30, 2021, represent increment payments due from the
City of Houston in the amount of $17,311,858, Houston Independent School District (HISD) in the
amount of $2,798,588 and Harris County in the amount<of $373,549. Other accounts receivable of
$415,346 at June 30, 2021, represents amounts due from the Houston Management Downtown
Management District for its share of the Downtown Living Initiative grants.

Capital assets of the Authority include $11,765,985 of leased assets upon adoption of GASB Statement
No. 87, $588,157 of accumulated amortization expense; for a net capital asset balance of $11,177,828.

Other assets include costs of premiums paid for credit enhancement insurance for the Series 2015
Bonds which are amortized over the life of the bonds (through fiscal year 2035). The net unamortized
balance at June 30, 2022, and 2021 was $387,747 and $417,962, respectively. Other assets also include
prepaid expenses totaling $32,069 and $32,574 at June 30, 2022, and 2021, respectively for prepaid rent
on the Southern Downtown Park and insurance premiums.

Accounts payable and accrued expenses on June 31, 2022, of $4,810,945 represents grant payments due
of $2,455,354, amounts for the municipal services fee of $1,994,664, capital project expenditures of
$278,658, and payments due to the administrative contractor for staffing of $82,269. Accounts payable
and accrued expenses at June 30,2021, of $5,887,715 represents accrued amounts for the municipal
services fee of $1,745,000, grant payments due of $2,796,416, capital project expenditures of
$1,291,717, and payments due to the administrative contractor for staffing of $54,582. Retainage
payable at June 30, 2022, and 2021 totaled $495,597 and $668,519, respectively. Accrued interest at
June 30, 2022, and June 30, 2021, totaled $686,196 and $699,891, respectively. Effective July 1, 2021,
the Authority adopted GASB Statement No. 87 resulting in a lease liability of $11,360,918 outstanding as
of June 30, 2022.

Unrestricted net position represents that which can be used to finance day-to-day operations without
the constraints established by debt covenants. The Authority has used bond and loan proceeds to pay
various project costs during previous fiscal years and has increased its debt for new projects with the
Series 2015 bond issue, causing the Authority to have an accumulated deficit. At June 30, 2022, and
June 30, 2021, the Authority has an unrestricted net deficit of $18,943,634 and $22,563,263,
respectively. The Authority had net position restricted for debt service of $8,559,039 and $8,639,181 at
June 30, 2022 and June 30, 2021, respectively.
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Statement of Activities

Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

The Statement of Activities presents the operating results of the Authority. The following table reflects
condensed information on the Authority’s operations for the years ended June 30:

2022 2021

Revenues

Tax increments 21,858,148 S 20,422,418

Investment and other income 2,470,508 192,727
Total revenues 24,328,656 20,615,145
Expenses

Current 2,406,006 2,130,336

Capital outlay 16,224,936 22,504,807

Debt service 2,078,085 1,917,146
Total expenses 20,709,027 26,552,289
Change in net position 3,619,629 (5,937,144)
Net deficit - beginning of year (22,563,263) (16,626,119)

Net deficit - end of year

(18,943,634) S

(22,563,263)

The City of Houston (the City), Harris County and Harris County Flood Control District, Harris County
Hospital District, and Port of Houston (collectively, the County) and Houston Independent School District
(HISD) have agreed, subject to certain limitations, to deposit to the Tax Increment Fund established for
the Zone, a certain percentage of tax collections arising from their respective taxation of the increase, if
any, in the appraised value of real property located in the Zone since a designated base year. Tax
increments deposited into the Tax Increment Fund are based on the current tax rates or the portion of a
tax rate that an entity has agreed to pay to the Zone. The City remits tax increments collected by the
City, the County and HISD on an annual basis.

-10 -
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

Project costs include the following for the years ended June 30:

2022 2021
Capital Improvement Projects
Bagby Street Improvements S 3,445,985 S 14,287,797
Southern Downtown Pocket Park 5,813,298 1,828,392
NHHIP Civic Opportunities 250,000 250,000
Allen Parkway Reconstruction 174,867 209,949
Lynn Wyatt Square 11,855 3,321
Total Capital Improvement Projects 9,696,005 16,579,459
Historic Preservation
The Star Residential 393,810 200,822
806 Main (JW Marriott) 166,214 241,099
723 Main (Marriot AC Collection Hotel) 54,084 -
Economic Development Agreements
Buffalo Bayou Park 2,521,546 2,491,168
Market Square Tower Residential 632,435 582,156
Hike & Bike Trails East of Allen's Landing 500,000 -
Downtown Launchpad 488,405 479,762
MassChallenge 404,000 404,000
Aris Market Square Residential 361,393 452,622
Gener8tor 250,000 250,000
SkyHouse Main Residential 235,802 284,832
SkyHouse Houston Residential 234,751 267,032
Block 334 Residential 159,472 162,658
Economic Development Retail 74,677 44,552
Downtown Living Initiative 35,956 10,753
1616 Main (Holiday Inn Hotel) 16,386 29,106
Hotel Alessandra - 22,215
Post HTX - 1,860
Theater District Public Realm Study - 711
Total Project Costs S 16,224,936 S 22,504,807
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

Other current operating costs include the following for the years ended June 30:

2022 2021
Administrative services S 347333 S 301,758
Consulting 15,454 23,247
Accounting and auditing 17,500 20,985
Legal fees 11,615 8,736
Office expense 8,554 4,738
Insurance 10,886 27,330
Total other operating costs S 411,342 S 386,794

In each of the fiscal years 2022 and 2021, the Authority paid $1,994,664 and $1,743,542, respectively, to
the City under the Authority’s Municipal Service Costs Agreement.

CAPITAL ASSETS

Effective July 1, 2021, the Authority adopted GASB Statement No. 87 resulting in leased capital assets of
$11,177,828, net of accumulated amortization of $588,157. The Authority had no capital assets as of
June 30, 2021. Capital assets constructed by the Authority in the public domain are conveyed to the City
of Houston upon completion. Leasehold improvements constructed by the Authority are conveyed to
the landlord upon expiration or termination of the lease agreement.

GOVERNMENTAL FUNDS

At the end of the current fiscal year, the Authority’s governmental funds reported combined ending
fund balances of approximately $S29.million which is approximately $1.3 million higher than the prior
fiscal year due to a delay in spending on capital projects. Approximately 48% of the fund balances, or
$13.9 million is committed or assigned to various historic preservation, parks and recreation, theater
district and economic development projects of the Authority. 22% of the fund balances, or $6.4 million
is available for spending at the government’s discretion provided expenditures are allowable by the
Authority’s project plan and other legal authorities. The remainder of the fund balance is restricted to
indicate that it is committed to pay debt service in the amount of approximately $8.6 million.

DEBT

In May of 2015, the Authority issued $41,505,000 in Tax Increment Contract Revenue Bonds (Series
2015 Bonds). The bonds were issued at a premium of $4,462,805 and have a series of maturities from
2022 through 2035. During the 2022 and 2021 fiscal years, no payments for principal were required, but
the Authority accrued and paid during fiscal years 2022 and 2021 $1,975,550 and $1,752,410 in interest
expense and amortized $30,214 in premiums for credit enhancement insurance for both 2022 and 2021.
Bonds maturing on or after September 1, 2016, are subject to redemption at the option of the Authority
at a price equal to par value plus accrued interest. Additional insurance premiums are required if these
bonds are not redeemed beginning in 2026.

-12 -

36



Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Management’s Discussion and Analysis (Unaudited)

The Authority issued $22,745,000 of Tax Increment Contract Revenue Refunding Bonds Series 2012 in
June 2012 for the purposes of refunding the Series 2002A and the Series 2009 Bonds in the amounts of
$8,371,036 and $16,734,546 respectively, which includes both principal and interest. During fiscal years
2022 and 2021 the Authority accrued and paid $84,536 and $134,522 of interest payments related to
the Series 2012 Bonds, respectively.

More detailed information about the Authority’s debt is presented in the notes to the basic financial
statements.

GENERAL FUND BUDGETARY HIGHLIGHTS

The Authority receives and records amounts available for the portion of the project plan that the
Authority will implement in the future. The Authority does not record tax increments from the original
Zone set aside for HISD educational facilities which equaled $2,130,491 and $2,217,606 for the years
June 30, 2022, and June 30, 2021, respectively. In addition, the City, County, and HISD charge an
administrative fee prior to payment of their incrementswhich totaled $1,022,034 and $999,175 for the
years June 30, 2022, and June 30, 2021, respectively. These deductions have been netted out of gross
increment revenue in the financial statements. In 2021, the final year of payment of $747,936 for the
HHFC loan was paid. The Authority’s budget was not amended during fiscal year 2022.

FUTURE PROJECTS

The Authority anticipates a 3% increase in the costs attributed to the operation and implementation of
the TIRZ Project and Financing Plans. The TIRZ/Authority has an agreement with Central Houston, Inc.
for administrative and professional services support.

The Authority has been working with the City of Houston and TxDOT on the North Houston Highway
Improvement Project (NHHIP). The NHHIP represents a unique opportunity to develop multiple civic
enhancements beyond the freeway construction itself that will promote economic development and
provide enjoyment for the community as a whole for years to come. As part of that effort, a new bond
offering will be considered in the future.

The Authority will also continue to assist in economic development projects, historic facade
restorations, capital improvement projects and residential development efforts.

* %k %k k %

This financial report is designed to provide a general overview of the Main Street Market Square
Redevelopment Authority’s finances for all those with an interest in the government’s finances and to
show the Authority’s accountability for the money it receives. Questions concerning any of the
information provided in this report or requests for additional information should be addressed to Mr.
Allen Douglas, Executive Director, 1221 McKinney, Suite 4250, Houston, Texas 77010.
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Governmental Funds Balance Sheet and

Statement of Net Position

Debt
General Service Statement of

June 30, 2022 Fund Fund Total Adjustments Net Position
Assets
Cash and cash equivalents S 2,231,071 241 S 2,231,312 S - $ 2,231,312
Investments 22,375,320 8,558,798 30,934,118 - 30,934,118
Tax increment receivables 380,796 - 380,796 - 380,796
Other receivables 479,785 - 479,785 - 479,785
Capital assets, net - - - 11,177,828 11,177,828
Other assets 32,069 - 32,069 387,747 419,816
Total assets S 25,499,041 8,559,039 S 34,058,080 S 11,565,575 S 45,623,655
Liabilities
Accounts payable S 4,810,945 - $ 4,810,945 S - S 4,810,945
Interest payable - - - 686,196 686,196
Retainage payable - - - 495,597 495,597
Lease liabilities - due in one year - - - 392,471 392,471
Lease liabilities - due after one year - - - 10,968,447 10,968,447
Bonds payable - due in one year - - - 2,180,000 2,180,000
Bonds payable - due after one year - - - 45,033,633 45,033,633
Total liabilities 4,810,945 - 4,810,945 59,756,344 64,567,289
Deferred inflow of resources
Deferred tax increment revenue 295,110 - 295,110 (295,110) -
Fund balances
Restricted - 8,559,039 8,559,039 (8,559,039) -
Committed 10,310,614 - 10,310,614 (10,310,614) -
Assigned 3,595,096 - 3,595,096 (3,595,096) -
Unassigned 6,487,276 - 6,487,276 (6,487,276) -
Total fund balances 20,392,986 8,559,039 28,952,025 (28,952,025) -
Total liabilities, deferred inflows

of resources and fund balances S 25,499,041 8,559,039 S 34,058,080 S 30,509,209 S -
Net deficit
Restricted for debt service S 8,559,039 $§ 8,559,039
Unrestricted (27,502,673) (27,502,673)
Total net deficit S (18,943,634) S (18,943,634)

Total fund balance of governmental funds

Amounts reported for governmental activities in the Statement of Net Position

are different because

Capital assets used in governmental activities are not financial resources and

therefore not reported in the funds

Long-term liabilities and related interest are not due and payable in the
current period and therefore are not reported in the funds

Cost of issuance for the premiums on credit enhancement insurance are
amortized over the life of the bonds in the government-wide statements

Certain liabilities are not due and payable in the current period and therefore

are not reported in the funds

Tax increments are not available for current period expenditures and therefore

are deferred in the funds

$ 28,952,025

11,177,828
(59,260,747)

387,747
(495,597)

295,110

Net deficit of governmental activities

S (18,943,634)

The accompanying notes are an integral part of these financial statements.
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Governmental Funds Revenues, Expenditures and Changes
in Fund Balances and Statement of Activities

Debt Service Statement of
For the year ended June 30, 2022 General Fund Fund Total Adjustments Activities
Revenues
Tax increments $17,681,370 § 4,193,639 $21,875009 S  (16,861) S 21,858,148
Investment and other income 2,470,508 - 2,470,508 - 2,470,508
Total revenues 20,151,878 4,193,639 24,345,517 (16,861) 24,328,656
Expenditures/expenses
Current
Consultants 383,181 - 383,181 - 383,181
Administrative support/office expenses 17,275 - 17,275 - 17,275
Insurance 10,886 - 10,886 - 10,886
Municipal services 1,994,664 - 1,994,664 - 1,994,664
Capital outlay 16,214,769 - 16,214,769 10,167 16,224,936
Debt Service
Principal payments on bonds =+ 2,200,000 2,200,000 (2,200,000) -
Interest expense 210,925 - 2,073,781 2,284,706 (236,835) 2,047,871
Costs of issuance - - - 30,214 30,214
Total expenditures/expenses 18,831,700 4,273,781 23,105,481 (2,396,454) 20,709,027

Excess (Deficiency) of revenues
over expenditures 1,320,178 (80,142) 1,240,036 (1,240,036)

Change in net position 3,619,629 3,619,629

Fund balances/net deficit:
Beginning of year 19,072,808 8,639,181 27,711,989  (50,275,252)  (22,563,263)

End of year $20,392,986 S 8,559,039 $ 28,952,025 S (47,895,659) S (18,943,634)

(Continued)

The accompanying notes are an integral part of these financial statements.
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Governmental Funds Revenues, Expenditures and Changes
in Fund Balances and Statement of Activities (Continued)

Net change in total fund balances of governmental funds S 1,240,036
Amounts reported for governmental activities in the Statement of Activities
are different because:
Tax increment revenues in the Statement of Activities that
do not provide current financial resources are not reported in the funds (16,861)
Governmental funds report capital outlays as expenditures while governmental activities
report depreciation/amortization expense to allocate those expenditures over the life of the assets (588,157)
Debt proceeds provide current financial resources to governmental funds, but
issuing debt increases long-term liabilities in the Statement of Net Position.
Repayment of debt principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the Statement of Net Position:” Also
governmental funds report the effect of premiums, discounts, and similar items.when
debt is issued, whereas these amounts are amortized in the Statement of Activities
and are reported as interest expense:
Repayment of bond principal 2,200,000
Repayments on lease liability 405,067
Amortization of bond premium 223,139
Cost of issuance (30,214)
Some expenses reported in the Statement of Activities do not require
the use of current financial resources and therefore are not
reported as expenditures in governmental funds 186,619
$ 3,619,629

Change in net position of governmentalactivities

The accompanying notes are an integral part of these financial statements.
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Notes to Basic Financial Statements

Note 1: DESCRIPTION OF ORGANIZATION

Main Street Market Square Redevelopment Authority, d/b/a Downtown Redevelopment Authority (the
Authority), is a not-for-profit local government corporation, created June 30, 1999 under the laws of the
State of Texas, and operating under Chapter 431, Texas Transportation Code, and Chapter 394, Texas
Local Government Code. The Authority was created by the City of Houston (the City) pursuant to
Resolution No. 1999-39 to aid, assist and act on the behalf of the City in the performance of the City’s
obligations with respect to Reinvestment Zone Number Three, City of Houston, Texas (Main Street
Market Square TIRZ or Zone).

Reinvestment Zone Number Three

Reinvestment Zone Number Three, City of Houston, Texas, also known as the Main Street Market
Square Tax Increment Reinvestment Zone (the Zone) was created by City Council on December 13, 1995
under Chapter 311, Texas Tax Code, as a tax increment reinvestment zone (TIRZ). The Zone originally
consisted of nine city blocks around Market Square Park in Downtown Houston (Part A). In 1998, the
City approved the expansion of the Zone by adding approximately 65 blocks primarily along Main Street
(Part B), and in 1999, the City amended and restated the goals and objectives of the Part A and Part B
Plans and incorporated changes regarding HISD’s participation in the Zone (Part C). In 2005, the City
approved the addition of two city blocks to facilitate and support the development of a mixed-use retail
and office complex known as the GreenStreet project/(Part D). In 2007, the Zone was expanded to
include the city blocks encompassing City Hall, the Julia Ideson Building, the Central Library, City Hall
Annex, Sam Houston Park, and certain Buffalo Bayou parkland east of Sabine Street (Part E). In 2011,
the Zone was expanded to include approximately-300 acres of land, including the 158-acre existing City
park extending west of Downtown from. Sabine Street to Shepherd Drive and other areas to the
northwest of Downtown (Part F). The fifth amendment in 2011 (Part F), also established an economic
development program, @s authorized by Chapter 380 of the Texas Local Government Code, to fund
maintenance and operations for the project known as Buffalo Bayou Park. In 2019, the City approved
expansion of the Zone to include five areas contiguous with the current boundaries of the Zone to
facilitate civic opportunities that will arise as a result of the North Houston Highway Improvement
Project (Part G). In 2020, Sam Houston Park was de-annexed from TIRZ #3 and incorporated into another
zone.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

As required by accounting principles generally accepted in the United States of America, these basic
financial statements represent all the funds of the Main Street Market Square Redevelopment
Authority, d/b/a Downtown Redevelopment Authority. The Authority is a component unit of the City of
Houston. Component units are legally separate entities for which the primary government is financially
accountable. In evaluating the Authority as a reporting entity, management has considered all potential
component units in accordance with Section 2100: Defining the Financial Reporting Entity of the
Governmental Accounting Standards Board (GASB) Codification.
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Notes to Basic Financial Statements

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus and Basis of Accounting

Government-Wide Financial Statements

The Statement of Net Position and the Statement of Activities display information about the reporting
government as a whole. These statements are prepared on the “economic resources” measurement
focus and the accrual basis of accounting. Accordingly, all of the Authority’s assets, deferred outflows of
resources, liabilities, and deferred inflows of resources are included in the accompanying Statement of
Net Position. The Statement of Activities presents changes in net position. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recorded when the liability is
incurred, regardless of the timing of the related cash flow.

Government-wide statements distinguish between governmental-type and business-type activities.
Governmental activities are those financed through taxes; intergovernmental revenues, and other non-
exchange revenues and are usually reported in governmental and internal service funds. Business-type
activities are financed in whole or in part through fees charged for goods or services to the general
public and are usually reported in proprietary funds. The Authority does not have any business-type
activities.

Under the government-wide financial statements, net position is classified into the following two
components:

Restricted — This component of net position consists of that on which constraints have been placed
through external constraints imposed by creditors, grantors, contributors, or laws or regulations of
other governments or constraints imposed by law through contractual provisions or enabling
legislation.

Unrestricted — This component of net position consists of that which does not meet the definition of
“Restricted”.

Fund Financial Statements

The accounting and financial reporting treatment applied to a fund is determined by its measurement
focus. All governmental funds are accounted for using a current financial resources measurement focus
and have been prepared using the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are recognized when susceptible to accrual (i.e., when they are
“measurable and available”). “Measurable” means the amount of the transaction that can be
determined and “available” means collectible within the current period or soon enough thereafter to
pay liabilities of the current period.
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Notes to Basic Financial Statements

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Authority considers all revenue available if it is collected within 60 days after the year-end.
Expenditures are recorded when the related fund liability is incurred as under accrual accounting,
However, debt service expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.

Fund Accounting

The Authority uses funds to report on its financial position and the results of its operations. Fund
accounting is designed to demonstrate legal compliance and to aid financial management by segregating
transactions relating to certain government functions or activities.<A fund is a separate entity with a
self-balancing set of accounts. The funds the Authority uses are described below:

General Fund - The general fund is the general operating fund of the Authority. It accounts for all
activities except those required to be accounted for.in other funds.

Capital Projects Fund - The capital projects fund accounts for the construction of Authority’s projects
funded with bond proceeds. All capital funds have been fully expended as of June 30, 2020.

Debt Service Fund - The debt service fund accounts for the accumulation of financial resources for
the payment of principal and interest on bonds issued by the Authority. City tax increments from
the expanded area of the TIRZ are pledged for the payment of principal and interest on the
Authority’s bonds.

Fund Balance Classification

The governmental fund financial statements present fund balances based on classifications that
comprise a hierarchy that is based primarily on the extent to which the Authority is bound to honor
constraints on the specific purposes for which amounts in the respective governmental funds can be
spent. The provision of GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions, specifies the following classifications:

Nonspendable — amounts that cannot be spent either because they are in nonspendable form or
because they are legally or contractually required to be maintained intact. The Authority did not
have any nonspendable resources as of June 30, 2022.

Restricted — amounts for which constraints have been placed on the use of the resources either (a)
externally imposed by creditors (such as through a debt covenant), grantors, contributors, or laws or
regulations of other governments, or (b) imposed by law through constitutional provisions or
enabling legislation. Debt service resources are to be used for future servicing of the tax increment
contract revenue bonds and are restricted through debt covenants. Capital Projects resources are
also restricted through debt covenants.
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d/b/a Downtown Redevelopment Authority
Notes to Basic Financial Statements

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Committed — amounts that can be used only for specific purposes pursuant to constraints imposed
by formal action of the Authority’s Board of Directors. These amounts cannot be used for any other
purpose unless the Board of Directors removes or changes the specified use by taking the same type
of action (resolution) that was employed when the funds were initially committed. This classification
also includes contractual obligations to the extent that existing resources have been specifically
committed for use in satisfying those contractual requirements.

Assigned — This classification includes amounts that are constrained by the Authority’s intent to be
used for a specific purpose but are neither restricted nor committed. This intent can be expressed
by the Board of Directors or through the Board of Directors delegating this responsibility to the
Authority’s Executive Director through the budgetary process. This classification also includes the
remaining positive fund balance for all governmental fundsiexcept for the General Fund.

Unassigned — This classification includes the residual fund balance for the General Fund.

The Authority would typically use restricted fund balances first, followed by committed resources, and
then assigned resources, as appropriate opportunities arise, but reserves the right to selectively spend
unassigned resources first to defer the use of these other classified funds.

Tax Increments and Participation Agreements

The City, Harris County (the County) and the Houston Independent School District (HISD) (each a
Participant) has agreed to deposit to the Tax Increment Fund established for the Main Street Market
Square TIRZ (the Tax Increment Fund) a certain percentage of tax collections arising from their taxation
of the increase, if any, in.the appraised value of real property (Captured Appraised Value) located in the
Main Street Market Square TIRZ since January 1 of each respective year for the following areas within
the Zone:

1995 Original Area (Part A)

1998 Expanded Area (Part B)
2005 Expanded Area (Part D)
2011 Expanded Area (Part F)
2019 Expanded Area (Part G)

The land annexed to the Zone in 2007 for Part E is all publicly owned and is not presently taxed.
Similarly, most of the land annexed in 2011 for Part F is publicly owned and only a small portion of the
property annexed by the Zone is subject to property tax.

The amount of a Participant’s tax increment contribution for a year is the amount of property taxes
levied by the Participant for that year on the Captured Appraised Value of real property taxable by the
Participant and located in the Main Street Market Square TIRZ. Tax Increments must be deposited into
the Tax Increment Fund established for the Main Street Market Square TIRZ no later than the 90" day
after the delinquency date for the Participant’s property taxes. Thus, Tax Increments are due to be
deposited by May 1%t annually.
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d/b/a Downtown Redevelopment Authority
Notes to Basic Financial Statements

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The City has agreed to pay 100% of their Tax Increments into the Tax Increment Fund for all parts of the
Zone; however, the City is not obligated to pay to the Authority an amount that exceeds the budget
approved by City Council for the then current fiscal year. For purposes of Part A of the Zone,
Participants also include Harris County, Harris County Flood Control, Harris County Hospital District,
Harris County Port of Houston Authority (the County Authorities), and HISD. The County Authorities
have agreed to pay 100% of their Tax Increment to the Tax Increment Fund up to the earlier of the
collection of the Tax Year 2025 payment or payment of a total contribution of $8,500,000. The part A
cap for the County Authorities was reached in fiscal year 2018. HISD’s participation ends with the
collection of the Tax Year 2025 payment. In addition, Tax Increments arising from Part A of the Zone
are pledged to the payment of amounts due under an agreement among the TIRZ, the City and the
Houston Housing Finance Corporation (HHFC) dated September 14, 1996, as amended, to redevelop the
historic Rice Hotel into residential units. The HHFC loan was paid in full as of June 30, 2021.

The City and HISD are Participants in Part B of the Zone. The County Authorities do not participate in
Part B. HISD’s participation ends with the collection of the Tax Year 2025 payment.

In addition to the City, Participants in expanded Part.D of the Zone (the two GreenStreet blocks) include
Harris County and Harris County Flood Control (the County Authorities). The County Authorities have
agreed to pay 51% of their Tax Increment to the Tax Increment Fund up to the earlier of the collection of
the Tax Year 2025 payment, payment of a total contribution of $8,500,000, or a maximum Captured
Appraised Value of $200,700,000 s reached. HISD does not participate in Part D. The City’s Tax
Increments are based on $.0231 per $100/valuation of the Captured Appraised Value for Part D of the
Zone rather than the current taxrate.

The City is the sole Participant in Part E, F and G of the Zone; however, as mentioned previously much of
the land included in these expansions is publicly owned and not subject to property tax.

The Authority is dependent upon Tax Increments. Default by any of the governmental entities involved
in the Zone would impact the Authority’s ability to repay its outstanding bonds and other obligations.

Cash and Cash Equivalents and Investments

Cash and cash equivalents and investments consist of demand and time deposits, money market
investments in U.S. Government Securities, and funds maintained in a public funds investment pool.
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d/b/a Downtown Redevelopment Authority
Notes to Basic Financial Statements

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments consist of various U.S. Government securities and Local Government Investment
Cooperative (LOGIC), a local government investment pool created under the Interlocal Cooperation Act,
Chapter 791, Texas Government Code, and the Public Funds Investment Act, Chapter 2256, Texas
Government Code. LOGIC is administered by First Southwest Asset Management, Inc. and JPMorgan
Chase Asset Management, Inc. LOGIC uses amortized costs to value portfolio assets and follows the
criteria for GASB Statement No. 79 for use of amortized cost.

Leases

Lease contracts that provide the Authority with control of a non-financial asset for a period of time in
excess of twelve months are reported as a leased asset with a related lease liability in the government-
wide financial statements. The lease liability is recorded at the present value of the future lease
payments. The leased asset is recorded for the same amount as the related lease liability plus any
prepayment and indirect cost to place the asset in service. Leased assets are amortized by the straight-
line method over the shorter of the useful life of the asset.or the lease term. The lease liability is
reduced for lease payments made, less the interest portion of the lease payment. In the fund financial
statements, the leased asset used in the governmental fund operations is accounted for as a capital
outlay expenditure of the appropriate governmental fund upon acquisition and the related lease liability
is reported as other financing sources.

Deferred Inflow of Resources

In addition to liabilities, the governmental funds balance sheet will sometimes report a separate section
for deferred inflow of resources. This separate financial statement element, deferred inflow of
resources, represents an acquisition of net position that applies to a future period and so will not be
recognized as an inflow of resources (revenue) until that time. The Authority has only one type of item,
which arises only under the modified accrual basis of accounting that qualifies for reporting in this
category. Accordingly, deferred tax increment revenue is only reported in the governmental funds
balance sheet. These amounts are deferred and recognized as an inflow of resources in the period the
amounts become available.

Other Assets
Costs of issuance for the premiums on credit enhancement insurance related to the Tax Increment

Contract Revenue Bonds, Series 2015, are being amortized using the straight-line method over the life of
the bonds in the government-wide statements.
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Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Debt

All debts to be repaid from governmental resources are reported as liabilities in the government-wide
statements. Bonds payable consists of Tax Increment Contract Revenue Bonds.

Debt for the governmental funds is not reported as a liability in the fund financial statements. The debt
proceeds and premiums received are reported as other financing sources and payment of principal and
interest is reported as expenditures. Bond premiums are amortized over the life of the bonds using the
straight-line method. Bonds payable are reported net of the applicable bond premium. Debt issuance
costs, net of unamortized premiums for credit enhancement insurance, are reported as an expenditure.

Use of Estimates

The preparation of the Authority’s financial statements in conformity with accounting principles
generally accepted in the United States of America requires‘the Authority’s management to make
estimates and assumptions that affect the amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenditures during the reporting period. Actual results could differ from those estimates.

Federal Income Tax

The Authority is exempt from Federal income taxes under section 501(a) as an organization described in
Section 501(c)3 of the Internal Revenue Code. Furthermore, the Internal Revenue Service has ruled that
the Authority is a publicly-supported organization and is not a private foundation. Under the provisions
of Internal Revenue Procedure 95-48, the Authority is not required to file public information returns on
Form 990.

Newly Adopted Accounting Principles

In June 2017, the GASB issued Statement No. 87, Leases. This statement increases the usefulness of
government’s financial statements by requiring recognition of certain lease asset and liabilities for
leases that previously were classified as operating leases and recognized as inflows of resources or
outflows of resources based on the payment provisions of the contract.

Effective July 1, 2021, the Authority adopted GASB Statement No. 87 which requires retrospective
application by restating prior periods or through cumulative adjustments recognized upon adoption. The
leases are required to be recognized and measured using the facts and circumstances that existed at the
beginning of the period of implementation. The adoption of this guidance did not alter previous
operating leases recognized through June 30, 2021; therefore, no cumulative adjustment was required
upon adoption of GASB Statement No. 87. Leased assets and related lease liabilities of $11,765,985
were recorded upon adoption of GASB Statement No. 87 on July 1, 2021.
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Note 3: AUTHORIZED INVESTMENTS

The Board of Directors has adopted a written investment policy regarding the investments of its funds as
defined in the Public Funds Investment Act of 1997 (the Act) (Chapter 2256, Texas Government Code).
Such investments include (1) obligations of the United States or its agencies; (2) direct obligations of the
State of Texas or its agencies; (3) other obligations, the principal and interest of which are
unconditionally guaranteed or insured by or backed by the full faith and credit of the State of Texas or
the United States or their respective agencies; (4) certificates of deposit; (5) commercial paper that
complies with the Act; and (6) repurchase agreements that complies with the Act.

Note 4: DEPOSITS AND INVESTMENTS

Custodial credit risk for deposits with financial institutions is the risk that in the event of a bank failure,
the Authority’s deposits may not be returned to it. At June 30, 2022, bank balances totaled $3,342,813
at JP Morgan Chase and $241 at Bank of New York Mellon, which approximates fair value. As of June 30,
2022, 53,092,813 of balance held at JP Morgan Chase was undercollateralized due to checks issued but
not cleared.

In addition, on June 30, 2022, the Authority held $22,375,320 in an investment pool. The investment
pool is an eligible investment pursuant to the provision of the Public Funds Investment Act, the Tri-Party
Agreement, and the Authority’s administrative policys The debt service reserves of $8,558,798 have
been invested in the Morgan Stanley ILF Govt/Inst Money Market Fund, also an eligible investment
under the Texas Public Funds Investment Act and do not require collateralization.

Interest rate risk is the risk that changes in the interest rates will adversely affect the fair value of an
investment. In accordance with the Authority’s investment policy, the Authority limits its exposure to
interest rate risk by structuring its portfolio to provide safety and liquidity of funds while maximizing
yields for operating funds notimmediately needed. The investment policy limits the maximum maturity
on any investments to three (3) years. Concentration of credit risk is the risk of loss attributed to the
magnitude of investment in a single issuer. The Authority’s investment policy does not limit the amount
of funds that may be invested in any authorized investment.

Investments that are obligations of or guaranteed by the U.S. Government do not require disclosure of
credit quality. The Authority’s investment in LOGIC fund is rated AAAm by Standard & Poors and
maintains a weighted average maturity of 60 days or less, with a maximum weighted average maturity
of 13 months for any individual security. The Authority considers the investments in LOGIC to have
maturities of less than one year due to the fact the share position can usually be redeemed each day at
the discretion of the Authority, unless there has been a significant change in value.
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Note 5: RESTRICTED ASSETS

Certain amounts of cash and investments are restricted by covenants set forth in the indenture for the
Series 2012 and 2015 Bonds. A summary of these restricted assets held in cash and U.S. Government
Securities on June 30, 2022 are as follows:

Cash and Cash Money
Equivalents Market Fund Total

Debt service funds S 241 S 8,558,798 S 8,559,039

Note 6: CAPITAL ASSETS
A summary of changes in capital assets during 2022 is as follows:

Balance at Balance at
July 1, 2021 Additions Retirements June 30, 2022

Right to use land S 9,579,411 .S - S - $ 9,579,411
Right to use office space 2,186,574 - - 2,186,574
Total capital assets 11,765,985 - - 11,765,985
Less: accumulated amortization - (588,157) - (588,157)

S 11,765,985 §$ (588,157) $ - $ 11,177,828

Amortization expense for the year ended June 30, 2022 totaled $588,157 reported as capital outlay
expenses in the accompanying statement of activities.

Note 7: TAX INCREMENT CONTRACT REVENUE BONDS

A summary of changes in Tax Increment Contract Revenue Bonds follows:

Balance at July 1, 2021 S 46,550,000
Additions -
Retirements (2,200,000)

Balance at June 30, 2022 44,350,000

Current portion S 2,180,000
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Note 7: TAX INCREMENT CONTRACT REVENUE BONDS (Continued)

Tax Increment Contract Revenue Bonds on June 30, 2022 consist of the following:

Outstanding

Date Series Issued Balance

2012 S 2,845,000
2015 41,505,000
Total principal payable 44,350,000
Unamortized premium 2,863,633
Total bonds payable S 47,213,633

In May of 2015, the Authority issued $41,505,000 in Tax Increment Contract Revenue Bonds (Series
2015 Bonds). The bonds were issued at a premium of $4,462,805 and have a series of maturities from
2022 through 2035. No payments for principal were required in the current year, but the Authority
incurred $1,752,410 in interest expense and amortized $30,214 in issuance costs.

Bonds maturing on or after September 1, 2016, are subject to redemption at the option of the Authority
at a price equal to par value plus accrued interest. Additional insurance premiums are required if these
bonds are not redeemed beginning in'2026.. The Series 2015 Bonds bear interest at rates between 4%
and 5%, resulting in an average interest rate of 4.14% and have semi-annual interest payments due
March 1 and September 1. Principal payments begin.in 2023.

Principal and interest payments are due as follows:

Fiscal Year Principal Interest Total

2023 $ 775,000 $ 1,949,717 S 2,724,717
2024 810,000 1,917,550 2,727,550
2025 2,340,000 1,814,651 4,154,651
2026 2,635,000 1,685,281 4,320,281
2027 2,770,000 1,553,436 4,323,436
2028-2032 16,120,000 5,559,984 21,679,984
2033-2036 16,055,000 1,316,126 17,371,126

$ 41,505,000 S 15,796,745 S 57,301,745

In June 2012, the Authority issued Tax Increment Contract Revenue Refunding Bonds Series 2012 (the
2012 Bonds) in the aggregate principal amount of $22,745,000. The 2012 Bonds mature serially
September 1, in each year 2012 through 2023. The 2012 Bonds are callable in whole or in part any date
beginning September 1, 2021 at par. The 2012 Bonds bear interest at 2.49% and have semi-annual
interest payments due on March 1 and September 1. The Authority incurred in $2,200,000 and $84,536
in principal and interest expense, respectively.

-26 -

50



Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Notes to Basic Financial Statements

Note 7: TAX INCREMENT CONTRACT REVENUE BONDS (Continued)

Net proceeds from the Series 2012 Bonds totaling $22,057,231 along with $3,048,351 from the
Authority’s debt service and debt service reserve accounts were used to refund the Series 2002A and
Series 2009 Bonds with a total principal amount of $26,345,000 and an average interest rate of 5.7%.
The net proceeds were deposited into an irrevocable trust with an escrow agent to provide for the debt
service payments on the refunded bonds. Debt service on the refunded bonds was paid in full on June
13, 2012. The refunding was undertaken to reduce total debt service payments over the next 12 years
by $2,067,006 and resulted in an economic gain of $982,679.

Principal and interest payments are due as follows:

Fiscal Year Principal Interest Total
2023 S 1,405,000 S 41,687 S 1,446,687
2024 1,440,000 5,976 1,445,976

S 2,845,000 $ 47,663 S 2,892,663

The Series 2015 issuance required a Debt Service Reserve Fund.in the amount of $4,365,400 in addition
to the Debt Service Fund of $4,273,781 required at June 30, 2021 for short term principal and interest
payments due on both the 2015 and 2012 bond obligations. The Debt Service Fund was fully funded in
July 2021 with receipt of the City’s taxincrement.

Note 8: LEASES

On April 14, 2018, a ground lease agreement was executed between the Legacy Trust Company, N.A,,
Successor Trustee of the Anna B. Williams Combined Trust, Legare H. Bethea Combined Trust and Shirley
B. Morgan Combined Trust, and Broadway National Bank, Successor Trustee of the Legare H. Bethea
Trust “L” (the Lessors), and the Authority. The ground lease covers 44,878 square feet (approximately %
block) of land in the southern portion of downtown bounded by Fannin, Leeland, Bell, and San Jacinto
Streets. The lease commenced on April 1, 2019, with a 30-year term. At the commencement date, the
Authority began payment of rent of $29,666 per month which is subject to a 10% escalation once every
five years. The Authority has two renewal options of ten years each. The Authority is not reasonably
certain the renewal options will be exercised. The Authority is currently in the process of constructing
improvements on the property to convert the site to a public park. In accordance with the terms of the
lease agreement, these improvements will automatically pass to lessor without payment or
consideration of any kind upon expiration or termination of this agreement.

At the time of the initial measurement, there was no interest rate specified in the original lease
agreement. The Authority has used the Authority’s estimated incremental borrowing rate of 2.09% to
discount the annual lease payments to recognize the leased asset (right to use land) and the related
lease liability as of July 1, 2021 totaling $9,579,410. At June 30, 2022 the balance on the lease liability
totaled $9,405,120.
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Note 8: LEASES (Continued)

The principal and interest payments of $174,290 and $181,702, respectively, for the year ended June 30,
2022 have been reported as capital outlay and interest expense, respectively, in the accompanying
governmental funds revenues, expenditures and changes in fund balances.

On February 13, 2020, a lease agreement was executed between Zions Bancorporation, N.A., a national
banking association, d/b/a Amegy Bank and the Authority. The lease covers the 10th floor of the Amegy
Bank building located at 1801 Main Street of 16,982 square feet of rented space to be an Innovation
Hub known as the Downtown Launchpad. The lease commenced on June 19, 2020, with a 10-year term.
At the commencement date, the Authority began payment of rent of $15.31 base rent per square foot
(lease payment) plus a proportionate share of building operating expenses (non-lease component). In
accordance with GASB 87, the non-lease components have been excluded in the measurement of the
lease liability. There is no escalation of the base rent. The Authority has an option for one renewal term
of five years. The Authority is not reasonably certain this renewal option will be exercised. The Authority
also has licensing agreements with its partners in the innovation hub: MassChallenge, Gener8tor, Impact
Hub and The Cannon, who will occupy space within the Downtown Launchpad.

At the time of the initial measurement, theré was no interest rate specified in the original lease
agreement. The Authority has used the Authority’s estimated incremental borrowing rate of 1.54% to
discount the annual lease payments to recognize the leased asset (right to use office space) and the
related lease liability as of July 1, 2021 totaling $2,186,574. At June 30, 2022 the balance on the lease
liability totaled $1,955,798. The principal and interest payments of $230,777 and $29,223, respectively,
for the year ended June 30, 2022 have been. reported as capital outlay and interest expense,
respectively, in the accompanying governmental funds revenues, expenditures and changes in fund
balances.

Annual requirements to amortize the lease liabilities and related interest are as follows:

For the years ending June 30, Principal Interest Total
2023 S 392,471 $ 223,521 S 615,992
2024 408,374 216,518 624,892
2025 442,703 208,888 651,591
2026 450,710 200,882 651,592
2027 458,864 192,727 651,591
2028-2032 2,025,855 839,369 2,865,224
2033-2037 1,622,553 671,193 2,293,746
2038-2042 2,042,418 480,702 2,523,120
2043-2047 2,532,621 242,812 2,775,433
2048-2049 984,349 18,968 1,003,317

$ 11,360,918 S 3,295,580 S 14,656,498
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Note 8: LEASES (Continued)

A summary of changes in the Authority’s lease liabilities follows:

Balance at July 1, 2021 $ 11,765,985
Additions -
Retirements (405,067)

Balance at June 30, 2022 $ 11,360,918

Current portion, lease liabilities S 392,471

Note 9: FUND BALANCES — GOVERNMENTAL FUNDS

As of June 30, 2022, fund balances of the governmental funds are classified as follows:

Debt
General Service
Fund Fund Total

Restricted for

Debt service S - $ 8559039 $§ 8,559,039
Commited to

Roadways and streets 39,308 - 39,308

Real property improvements 10,000 - 10,000

Historic preservation 667,915 - 667,915

Parks and recreation 3,456,000 - 3,456,000

Retail/economic development 6,137,391 - 6,137,391
Assigned to

Historic preservation 1,000,000 - 1,000,000

Infrastructure mobility improvement 143,000 - 143,000

Theater District 2,452,096 - 2,452,096
Unassigned 6,487,276 - 6,487,276

$ 20,392,986 $ 8,559,039 S 28,952,025
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NOTE 10: TAX INCREMENTS

The Authority’s tax increment revenue, as reflected in the Statement of Activities, was received from the
following Participants:

Transfers
Gross Administrative Educational Net

Increment Fee Facilities Increments

City of Houston S 19,630,034 S (981,502) S - $18,648,532
Houston Independent

School District 5,069,997 (25,000) (2,130,491) 2,914,506

Harris County 310,642 (15,532) - 295,110

Total tax increments S 25,010,673 S “(1,022,034) $(2,130,491) S 21,858,148

The Authority’s tax increment revenues, as reflected in the governmental funds, was received from the
following Participants:

Transfers
Gross Administrative Educational Net

Increment Fee Facilities Increments

City of Houston S 19,630,034 S (981,502) S - $18,648,532
Houston Independent

School District 5,069,997 (25,000) (2,130,491) 2,914,506

Harris County 331,631 (19,660) - 311,971

Total tax increments S 25,031,662 S (1,026,162) $(2,130,491) S 21,875,009

Note 11: COMMITMENTS AND CONTINGENCIES

The Authority has entered into various developer agreements whereby the developers agreed to
advance money to renovate and operate historic structures, construct retail and residential
improvements and other projects. All property is owned by the developers.

Municipal Service Costs Agreement

The Authority, the Zone, and the City entered into an agreement whereby the Authority will pay to the
City incremental costs of providing increased municipal services incurred as a result of the creation of
the Zone or the development or redevelopment of the land in the Zone. Payment of the incremental
service costs is from the City’s Tax Increment and is limited to the available Tax Increment received by
the Authority as defined in the agreement and the amount included in the Authority’s annual approved
budget. If the City’s available Tax Increment is not sufficient in any year to pay the amount included in
the approved budget, the amount due will accrue without interest. The agreement renews annually on
June 30.
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Note 11: COMMITMENTS AND CONTINGENCIES (Continued)
Buffalo Bayou Partnership

In January 2012, the Authority, Buffalo Bayou Partnership (the Partnership), Harris County Flood Control
District and the City entered into a project facilities agreement. The Authority is obligated under this
agreement for start-up costs totaling $581,000 and annual City Project Facility Fees (annual fee) through
December 31, 2043. The annual fee is $2,063,653 and is increased annually based on increases in the
Employment Cost Index. Payments are made semi-annually no later than January 10 and July 10 of
each calendar year. The Park opened in October 2015, and payment of the annual fee commenced in
January 2016. Fiscal year 2019 marked the first review of operating and maintenance expenditures as
required in the agreement. No changes were made to the calculation of the Authority’s annual
payment; however, the park was severely damaged by Hurricane Harvey and the Authority agreed to
provide a one-time payment of $375,000 to the Buffalo Bayou Partnership to replenish the Capital
Maintenance Fund which had been completely depleted for the repairs to the park after Hurricane
Harvey.

Downtown Living Initiative

In 2012, the Authority created a program called the Downtown Living Initiative (DLI) which was designed
to incentivize residential development in the Zone. Developers were eligible to receive a rebate equal to
75% of the incremental City of Houston ad valorem taxes generated by the project upon completion for
a fifteen-year period up to a maximum of $15,000 per residential unit. The program was closed in
accordance with the ordinance which created it on.June 30, 2016.

Seven Downtown Living Initiative agreements were executed from the program’s inception in 2012
through the end of fiscal year 2016. The first grant was approved by the Authority under this program
to SkyHouse Houston for development of a 24-story, 336-unit high-rise residential tower on Block 350.
The maximum grant available for this project over the term of the grant is approximately $5 million.
Construction was completed on this project, and it opened in 2014. The eighth installment under the
grant was accrued in fiscal year 2022.

A second grant was approved under the Downtown Living Initiative and a historic preservation grant
was given to Rusk at San Jacinto Partners, LP for redevelopment of the 97-year-old Texas Company
building at 1111 Rusk aka “The Star” into 286 luxury apartment units. The maximum grant available for
this project over the term of the grant is approximately $12.1 million. The project was completed in
2017. The fifth installment under the grant was estimated and accrued in fiscal year 2022.

A third grant was approved under the Downtown Living Initiative to Alliance Realty Partners, LLC for a
207-unit midrise multifamily residential building located on Block 334. The maximum grant available for
this project over the term of the grant is approximately $3.1 million. The project was completed in
2016. The sixth installment under the grant was accrued in fiscal year 2022.
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Note 11: COMMITMENTS AND CONTINGENCIES (Continued)

A fourth grant was authorized in 2014 under the Downtown Living Initiative program for development of
a 33-story, 274-unit high rise residential tower by Hines at Market Square Park aka Aris Market Square,
which completed construction in 2018. The maximum grant available for this project over the term of
the grant is approximately $4.1 million. The fourth installment under the grant was accrued in fiscal
year 2022.

A fifth grant was approved under the Downtown Living Initiative to BMS Market Square, now
Woodbranch Tower aka Market Square Tower, for development of a 40-story, 463-unit high rise
residential building which completed construction in 2016. The maximum grant available for this project
over the term of the grant is approximately $6.9 million. The sixth installment under the grant was paid
in fiscal year 2022.

A sixth grant was approved under this program to SkyHouse Main for the development of a 338-unit
high rise residential tower on block 368. The maximum grant available for this project over the term of
the grant is approximately $5 million. The project was completed in 2016. The sixth installment under
the grant was accrued in fiscal year 2022.

A seventh grant was approved by the Authority under this program to FF Realty Il LLC for the
development of a 290-unit midrise residential tower on block'387. The maximum grant available for this
project over the term of the grant is-approximately $4.4 million. The project is currently under
construction.

1616 Main Street/Holiday Inn Hotel

The Authority entered into an economic development agreement with HDT Hotel, LLC for renovation of
the former Savoy Hotel. The Authority has reimbursed $500,000 in street level improvements and will
provide an incremental tax rebate over a 10-year period for development of a full-service 213-room
Holiday Inn at 1616 Main. The project was completed in the fall of 2015. The total amount of
incremental tax rebate is estimated to be $5 million over the term of the grant.

806 Main/JW Marriott Hotel

The Authority entered into an agreement with Pearl Hospitality to reimburse up to $2.3 million in
infrastructure improvements and to provide an incremental tax rebate over a 25-year period for
development of a 323-room JW Marriott hotel at 806 Main on the corner of Main and Rusk. The project
completed construction and the infrastructure payment was made during the fiscal year 2015. The total
amount of incremental tax rebate is capped at $9.5 million over the term of the grant.
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Note 11: COMMITMENTS AND CONTINGENCIES (Continued)

GreenStreet/Hotel Alessandra

The Hotel Alessandra is a 227-room luxury hotel constructed as an addition to the GreenStreet project.
The Authority entered into an economic development agreement with HA Hotel Partners, LP to rebate
50% of the annual incremental City of Houston ad valorem taxes from the project for a 10-year period.
The hotel was required to create at least twenty-five new full-time jobs and 6,016 square feet of retail
space for soft goods in order to receive the rebate. The hotel was completed and opened in October
2017.

723 Main/AC Hotel

In June 2016 the Authority entered into an Economic Development Agreement with Supreme Bright
Houston, LLC for the development of a 194-room the AC Hotel located at 723 Main Street. The grant is a
reimbursement of 50% of the City portion of the incremental ad valorem taxes for a time period of ten
years or an amount not to exceed $1,171,750. The terms require the creation of at least fifty new full-
time jobs and that the project retain the Marriott flag or equivalent. Construction was completed and
the hotel opened in July 2019.

MassChallenge

In November 2018, the Authority board approved an economic development agreement with
MassChallenge in the amount of $2.5 million-over five years. MassChallenge is a global non-profit
startup accelerator with a focus on high-impact early-stage entrepreneurs. MassChallenge received the
fifth installment of its grantin fiscal year 2022.

Gener8tor

In September of 2019, the Authority board approved an economic development agreement with
Gener8tor in the amount of $1.25 million over five years. GenerS8tor is a nationally recognized pre-
accelerator, specializing in translating ideas into start-up businesses. The Authority paid the third
installment of its grant in fiscal year 2022.

Post HTX

In November 2018, the Authority board approved an economic development agreement with 401
Franklin St., LTD for restoration and redevelopment of the Barbara Jordon Post Office building to
develop a mixed-use project called Post HTX. The agreement provides a 75% rebate of the annual
incremental City of Houston ad valorem taxes from the project up to a maximum amount of $23 million.
The site is currently under construction.
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Note 11: COMMITMENTS AND CONTINGENCIES (Continued)
Lynn Wyatt Square for the Performing Arts

The Authority has pledged a total of $10 million in funding support to Houston First Corporation for the
redevelopment of Jones Plaza into the Lynn Wyatt Square for the Performing Arts. The total project cost
is estimated to be $28 million. Fundraising for the project currently stands at $26.6 million and it began
construction in May of 2021.

Buffalo Bayou Partnership Hike & Bike Trails East of Allen’s Landing

The Buffalo Bayou Partnership and the Houston Parks Board are expanding the trail system along the
bayou on the north side of downtown east of Allen’s Landing, including blocks 6 and 7, purchased by the
City. In February 2019 the Authority board agreed to provide financial support for construction in the
amount of S2 million over two years.

Consultants

The Authority has entered into agreements with'various consultants to provide professional services.

Note 12: ADMINISTRATIVE AGREEMENT

The Authority has entered into an administrative agreement with Central Houston, Inc. for executive
management, general administrative support, project management and development, construction
management and other services as may be deemed necessary by the Authority’s Board of Directors in
the course of its various activities. The Authority paid Central Houston, Inc. $737,699 for these services
for the year ended June 30, 2022.

Note 13: RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts, theft of, damage to, and destruction of
assets; errors and omissions; personal injuries; and natural disasters. The risk of loss is covered by
commercial insurance. There have been no significant reductions in insurance coverage and no
settlements.

Note 14: UNCERTAINTIES

The continued spread of COVID-19 pandemic is affecting the United States economies. As a result,
uncertainties have arisen that may have a significant negative impact on the operating activities and
results of the Authority. The occurrence and extent of such an impact will depend on future
developments, including (i) the duration and spread of the virus, (ii) government quarantine measures,
(iii) voluntary and precautionary restrictions on travel or meetings, (iv) the effects on the financial
markets, and (v) the effects on the economy overall, all of which are uncertain.
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Main Street Market Square Redevelopment Authority

d/b/a Downtown Redevelopment Authority

Schedule of Revenues, Expenditures, and Change in Fund Balance —
Budget to Actual — All Funds (Unaudited)

Original and  Actual amounts
final budgeted (budgetary Variance with
For the year ended June 30, 2022 amounts basis) final budget
Budgetary fund balance - beginning of year S 26,242,503 $ 27,711,989 S 1,469,486
Resources
Tax increments 28,113,925 25,031,662 (3,082,263)
Miscellaneous revenue - 2,440,588 2,440,588
Interest income 36,000 29,920 (6,080)
Total available resources 54,392,428 55,214,159 821,731
Expenses
Management consulting services 432,500 411,342 21,158
Project costs and capital expenditures 27,214,497 16,214,769 10,999,728
Debt service 4,273,781 4,484,706 (210,925)
Other interfund transfers:
HISD educational facilities 4,391,454 2,130,491 2,260,963
Municipal services - public safety 2,045,000 1,994,664 50,336
Administrative fees 1,069,944 1,026,162 43,782
Total uses of resources 39,427,176 26,262,134 13,165,042
Budgetary fund balance - end of year S 14,965,252 S 28,952,025 S 13,986,773
Explanation of differences between budgetary inflows:and.outflows and
GAAP revenues and expenses
Sources/inflows of resources:
Actual amounts (budgetary basis) $ 55,214,159

Differences - budget to GAAP
The fund balance at the beginning of the year is a budgetary resource
current year revenue for financial reporting purposes
Budgeted revenues include HISD educational facilities transfers and City administrative

(27,711,989)

charges while the Authority's funds report revenues net of these transfers (3,156,653)
Total revenues as reported on the statement of revenues, expenditures and
changes in fund balances S 24,345,517
Uses/outflows of resources
Actual amounts (budgetary basis) S 26,262,134
Differences - budget to GAAP
Budgeted expenditures include HISD educational facilities transfers and city administrative
charges while the Authority's funds report revenues net of these transfers (3,156,653)
Total expenditures as reported on the statement of revenues, expenditures and
changes in fund balances S 23,105,481
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d/b/a Downtown Redevelopment Authority
Schedule of Operating Expenses and Capital Expenditures

Actual

For the year ended June 30, 2022 Vendor Budget Expenditures Variance
Management Consulting Services
Administrative Support Central Houston, Inc. $ 325500 $ 347,333 $ (21,833)
Office Expenses Various 7,500 9,121 (1,621)
Insurance W. M. Jones & Company 36,500 10,886 25,614
Accounting TNC CPAs 2,500 - 2,500
Auditor Carr, Riggs & Ingram, LLC 17,500 17,500 -
Bond Trustee Services Bank of New York Mellon 10,000 7,625 2,375
Financial Advisor Masterson Advisors, LLC 5,000 3,500 1,500
Taxroll Advisor (ITM) ITM Services 10,000 3,762 6,238

Total administration and overhead 414,500 399,727 14,773
Legal Bracewell & Giuliani LLP 18,000 11,615 6,385

Total management consulting services

S 432,500 $ 411,342 S 21,158

Capital Expenditures and Developer/Project Reimbursements

Developer/Project Reimbursements:
Aris Market Square Residential
Buffalo Bayou Park

The Star Residential

806 Main (JW Marriott)

Downtown Living Initiative
Economic Development Retail
SkyHouse Houston Residential
SkyHouse Main Residential
Block 334 Residential

Market Square Tower Residential

HM Market Square, LLC S 560,696 $ 361,393 S 199,303
Buffalo Bayou Partnership 2,599,195 2,521,546 77,649
Rusk@SanJacinto Partners, LP 410,755 393,810 16,945
806 Main Hotel, LLC 316,952 166,214 150,738
Central Houston, Inc. 10,000 35,956 (25,956)
Central Houston, Inc. 50,000 74,677 (24,677)
SPSU9 - North Tower 332,563 234,751 97,812
SPSU9 - South Tower 354,468 235,802 118,666
Fairflield Block 334, LP 163,609 159,472 4,137
Woodbranch Tower LLC 736,110 632,435 103,675
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Schedule of Operating Expenses and Capital Expenditures (Continued)

Actual
For the year ended June 30, 2022 Vendor Budget Expenditures Variance
Hotel Alessandra HA Hotel Partners, LP S 134,357 S - S 134,357
1616 Main (Holiday Inn Hotel) HDT Hotel, LLC 31,172 16,386 14,786
Hike and Bike Trails East of Allens Landing Buffalo Bayou Partnership 1,000,000 500,000 500,000
Mass Challenge Mass Challenege, Inc. 404,000 404,000 -
Post HTX Central Houston, Inc. 425,000 - 425,000
Future Project Development 1,000,000 - 1,000,000
Gener8tor Gener8tor Management, LLC 250,000 250,000 -
723 Main (Marriott AC Collection Hotel) Supreme Bright Houston, LLC 61,800 54,084 7,716
Downtown Innovation Hub Amegy Bank - Operating Expenses 497,820 462,574
Central Houston, Inc. - 13,655
Total Downtown Innovation Hub 497,820 476,229 21,591

Total Developer/ Project Reimbursements

S 9,338,497 S 6,516,755 S 2,821,742

Capital Improvement Projects:

T-0307 Trebly Park (Southern Downtown Structura, Inc. S 4,346,614
Pocket Park) Project Surveillance, Inc. 228,894
Central Houston, Inc. 195,213
Lauren Griffith Assoc 182,006
Renfrow Metalsmiths, LLC 136,297
Legacy Trust - Rent 120,645
Ann Harris Bennett - Property Tax 81,573
Broadway Bank - Rent 53,645
CW Lighting 53,254
Landscape Forms 53,122
Maglin Corporation 52,520
Bega US Inc 48,340
Fenris, LLC 46,400
Targetti USA, Inc. 40,136
Alpha Testing 29,800
Houston Bike Share 29,696
Core Design Studio 23,367
Most Dependable Fountains Inc. 13,775
Reign Home Innovations 13,118
QCP 8,485
CenterPoint Energy 8,121
Industry West 7,921
Form & Fiber Inc. 7,591
Design Within Reach, Inc. 7,252
Visual Solutions 7,144
Bartlett Tree Experts 6,918
Houston Downtown Management District 4,540
Table Designs, LLC 4,297
MMCITE USA, LLC 2,962
City of Houston 1,661
Total T-0307 Trebly Park (Southern Downtown Pocket Park) S 5,456,000 5,815,307 $ (359,307)
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Schedule of Operating Expenses and Capital Expenditures (Continued)

Actual
For the year ended June 30, 2022 Vendor Budget Expenditures Variance

T-0308 Jones Plaza Central Houston, Inc. S 6,000,000 S 11,855 S 5,988,145

T-0319 Allen Parkway Houston Downtown Management District 150,000 173,513

Central Houston, Inc. 1,354
Total T-0319 Allen Parkway 150,000 174,867 (24,867)

T-0325 Bagby Street Main Lane Industries 3,023,150

Project Surveillance, Inc. 50,819

Jones & Carter 90,437

Central Houston, Inc 71,311

HVJ Associates 15,056

Centerpoint Energy 119,411

Pfeiffer & Son Ltd. 45,490

CW Lighting, LLC 10,915

URS, Inc. 1,650

Table Designs 4,297

Quiddity Engineering, LLC 13,449
Total T-0325 Bagby Street 6,000,000 3,445,985 2,554,015
T-0326 NHHIP Civic Opportunities Central Houston Civic Improvement 250,000 250,000 -
T-0399 Concrete Panel Replacement 20,000 - 20,000
Total capital expenditures 17,876,000 9,698,014 8,177,986
Total capital expenditures and developer/project reimbursements $ 27,214,497 S 16,214,769 S 10,999,728
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Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
Schedule of Estimated Project Costs to Actual Costs
July 6, 1999 (Date of Inception) through June 30, 2022

Estimated Total Remaining
Total Costs Expenditures Balance
Project costs

Infrastructure improvements
Roadways and streets S 47,500,000 $ 63,662,712 S (16,162,712)
Infrastructure, mobility, transit improvements 43,334,450 27,751,507 15,582,943
Total Infrastructure improvements 90,834,450 91,414,219 (579,769)
Real property improvements 57,520,266 23,604,225 33,916,041
Parking facilities 10,156,417 - 10,156,417
Historic preservation improvements 26,351,008 17,189,730 9,161,278
Parks and recreational 273,044,167 15,567,591 257,476,576
Theater district improvements 11,504,799 7,125,482 4,379,317
Cultural and public facility improvements 10,000,000 1,503,555 8,496,445
Economic development programs 166,800,000 47,758,386 119,041,614
Institutional facilities 22,000,000 10,678,800 11,321,200
Total project costs 668,211,107 214,841,988 453,369,119

Operating and financing costs
Financing costs 48,930,000 27,235,202 21,694,798
Administration 16,934,426 7,228,344 9,706,082
Total operating and financing costs 65,864,426 34,463,546 31,400,880
Educational facilities 82,541,820 50,549,209 31,992,611

Project plan total

$ 816,617,353 S 299,854,743 S 516,762,610

(a) Costs for the life of the Zone as provided in the Project Plan and Reinvestment Zone Financing Plan.
This includes costs for both original and annexed areas in the Zone. The estimated total costs are
reported based on the Authority’s 7" Amendment to the Project Plan and Reinvestment Zone Financing

Plan that was approved by City Council in December 2020.
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Main Street Market Square
Redevelopment Authority
d/b/a Downtown Redevelopment Authority

REQUIRED COMMUNICATIONS

June 30, 2022
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XXX, 2022

The Board of Directors and Management
Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority

We are pleased to present the results of our audit of the 2022 financial statements of Main Street Market
Square Redevelopment Authority, d/b/a Downtown Redevelopment Authority (the Authority).

This report to the Board of Directors and management summarizes our audit, the reports issued and various
analyses and observations related to the Authority’s accounting and reporting. The document also contains
the communications required by our professional standards.

Our audit was designed, primarily, to express opinions on the Authority’s 2022 basic financial statements. We
considered the Authority’s current and emerging business needs, along with an assessment of risks that could
materially affect the financial statements, and aligned our audit procedures accordingly. We conducted the
audit with the objectivity and independence that you expect. We received the full support and assistance of
the Authority’s personnel.

At Carr, Riggs & Ingram, LLC (CRI), we are continually evaluating the quality of our professionals’ work in
order to deliver audit services of the highest quality that will meet or exceed your expectations. We
encourage you to provide any feedback you believe is appropriate to ensure that we do not overlook a single
detail as it relates to the quality of our services.

This report is intended solely for the use of the Board of Directors and management of the Authority and is
not intended to be, and should not be, used by anyone other than these specified parties.

We appreciate this opportunity to work with you. If you have any questions or comments, please contact me
at 832-333-7403 or ahill@cricpa.com.

Alyssa Hill
Partner
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Required Communications

As discussed with the Board of Directors and management during our planning process, our audit plan
represented an approach responsive to the assessment of risk for the Authority. Specifically, we planned and
performed our audit to:

Perform audit services, as requested by the Board of Directors, in accordance with auditing
standards generally accepted in the United States of America and the standards in order to express
opinions on the Authority’s financial statements for the year ended June 30, 2022;

Communicate directly with the Board of Directors and management regarding the results of our
audit procedures;

Address with the Board of Directors and management any accounting and financial reporting issues;
Anticipate and respond to concerns of the Board of Directors and management, and

Address other audit-related projects as they arise and upon request.

We have audited the financial statements of the governmental activities and each major fund of Main Street
Market Square Redevelopment Authority, d/b/a Downtown Redevelopment Authority (the Authority) as of
and for the year ended June 30, 2022, and have issued our report thereon dated XXX, 2022. Professional
standards require that we provide you with the following information related to our audit:

MATTER TO BE COMMUNICATED AUDITORS’ RESPONSE

Auditors’ responsibility under Generally Accepted | As stated in our engagement letter dated May 20,
Auditing Standards 2022, our responsibility, as described by professional

standards, is to express opinions about whether the
financial statements prepared by management with
your oversight are fairly presented, in all material
respects, in conformity with accounting principles
generally accepted in the United States of America
(GAAP). Our audit of the financial statements does
not relieve you or management of your
responsibilities.

As part of our audit, we considered the internal
control of the Authority. Such considerations were
solely for the purpose of determining our audit
procedures and not to provide any assurance
concerning such internal control.

Client’s responsibility Management, with oversight from those charged with

governance, is responsible for establishing and
maintaining internal controls, including monitoring
ongoing activities; for the selection and application of
accounting principles; and for the fair presentation in
the financial statements of financial position and
changes in financial position in conformity with the
applicable framework. Management is responsible
for the design and implementation of programs and
controls to prevent and detect fraud.

Management is responsible for overseeing nonaudit
services by designating an individual, preferably from
senior management, with suitable skill, knowledge, or
experience; evaluate the adequacy and results of
those services; and accept responsibility for them.
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MATTER TO BE COMMUNICATED AUDITORS’ RESPONSE

Planned scope and timing of the audit

DRAFT

Required Communications

Our initial audit plan was not significantly altered
during our fieldwork.

Management judgments and accounting
estimates

The process used by management in forming
particularly sensitive accounting estimates and the
basis for the auditors’ conclusion regarding the
reasonableness of those estimates.

The Authority believes estimates and assumptions
provide a reasonable basis for the fair presentation of
the basic financial statements. See also section titled
“Accounting Policies, Judgment, and Sensitive
Estimates & CRI Comments on Quality”.

Potential effect on the financial statements of
any significant risks and exposures

Major risks and exposures facing the Authority and
how they are disclosed.

No such risks or exposures were noted other than
those disclosed in the notes to the financial
statement.

Significant accounting policies, including critical
accounting policies and alternative treatments
within generally accepted accounting principles
and the auditors’ judgment about the quality of
accounting principles

Significant accounting policies are described in Note
2 to the financial statements.

In June 2017, the Governmental Accounting
Standards Board (GASB) issued Statement No. 87,
Leases, with adoption required for fiscal years
beginning after June 15, 2021. The Authority
adopted GASB Statement No. 87 effective July 1,
2021. Further details regarding the new
pronouncement is described in Note 2 to the
financial statements.

We noted no transactions entered into by the
Authority during the year for which there is a lack of
authoritative guidance or consensus. All significant
transactions have been recognized in the financial
statements in the proper period.

Certain financial statement disclosures are particularly
sensitive because of their significance to financial
statement users. The most sensitive disclosures
affecting the financial statements were:

Note 5 - Restricted assets

Note 7 - Tax increment contract revenue
bonds

Note 8 - Leases

Note 11 -Commitments and contingencies

The Authority’s financial statement disclosures are
neutral, consistent, and clear.

Significant difficulties encountered in the audit
Any significant  difficulties, for example,
unreasonable logistical constraints or lack of
cooperation by management.

We encountered no significant difficulties in dealing
with management in performing and completing our
audit.
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MATTER TO BE COMMUNICATED AUDITORS’ RESPONSE

Disagreements with management
Disagreements, whether or not subsequently
resolved, about matters significant to the financial
statements or auditors’ report. This does not
include those that came about based on
incomplete facts or preliminary information.

DRAFT

Required Communications

We are pleased to report that no such disagreements
arose during the course of our audit.

Other findings or issues

Matters significant to oversight of the financial
reporting practices by those charged with
governance. For example, an entity's failure to
obtain the necessary type of audit, such as one
under Government Auditing Standards, in addition
to GAAS.

None noted.

Matters arising from the audit that were
discussed with, or the subject of correspondence
with, management

Business conditions that might affect risk or
discussions regarding accounting practices or
application of auditing standardes.

None noted.

Corrected and uncorrected misstatements

All significant audit adjustments arising from the
audit, whether or not recorded by the Authority,
that could individually or in the aggregate have a
significant effect on the financial statements. We
should also inform the Board of Directors about
uncorrected misstatements aggregated by us
during the current engagement and pertaining to
the latest period presented, that were determined
by management to be immaterial, both
individually and in the aggregate, to the financial
statements taken as a whole. Any internal control
deficiencies that could have prevented the
misstatements.

See section titled “Summary of Audit Adjustments”.

Major issues discussed with management prior to
retention

Any major accounting, auditing or reporting issues
discussed with management in connection with
our initial or recurring retention.

Discussions occurred in the normal course of our
professional relationship and our responses were not a
condition to our retention.

Consultations with other accountants

When management has consulted with other
accountants about significant accounting or
auditing matters.

To our knowledge, there were no such consultations
with other accountants.
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MATTER TO BE COMMUNICATED AUDITORS’ RESPONSE

Written representations

A description of the written representations the
auditor requested (or a copy of the representation
letter).

DRAFT

Required Communications

See “Management Representation Letter” section.

Internal control deficiencies

Any  significant  deficiencies or  material
weaknesses in the design or operation of internal
control that came to the auditors’ attention
during the audit.

See “Internal Control Findings” section.

Fraud and illegal acts

Fraud involving senior management, or other
Authority personnel or those responsible for
internal  controls, or causing a material
misstatement of the financial statements, where
the auditor determines there is evidence that such
fraud may exist. Any illegal acts coming to the
auditors’ attention involving senior management
and any other illegal acts, unless clearly
inconsequential.

We are unaware of any fraud or illegal acts involving
management or causing material misstatement of the
financial statements.

Significant unusual accounting transactions
Auditor communication with governance to include
auditors’ views on policies and practices
management used, as well as the auditors’
understanding of the business purpose.

No significant unusual accounting transactions were
noted during the year.

Other information in documents containing
audited financial statements
The external auditors’ responsibility  for

information in a document containing audited
financial statements, as well as any procedures
performed and the results.

Our responsibility related to documents (including
annual reports, websites, etc.) containing the
financial statements is to read the other information
to consider whether:

e Such information is materially inconsistent
with the financial statements; and

e We believe such information represents a
material misstatement of fact.

We have not been provided any such items to date
and are unaware of any other documents that contain
the audited financial statements.

70



MATTER TO BE COMMUNICATED AUDITORS’ RESPONSE

Supplementary information

The auditors’ responsibility for supplementary
information accompanying the financial
statements, as well as any procedures performed
and the results.

DRAFT

Required Communications

We applied certain limited procedures to the required
supplementary information (RSI) that supplements
the financial statements. Our procedures consisted of
inquiries of management regarding the methods of
preparing the information and comparing the
information for consistency with management’s
responses to our inquiries, the financial statements,
and other knowledge we obtained during our audit of
the financial statements. We did not audit the RSI
and do not express an opinion or provide any
assurance on the RSI.

Other supplementary information, requested by the
City of Houston, which accompanies the basic
financial statements but is not RSI, was subject to
certain additional procedures, including comparing
and reconciling such information directly to the
underlying accounting and other records used to
prepare the basic financial statements or to the basic
financial statements themselves and other additional
procedures. The supplementary information includes
an in relation opinion to the basic financial
statements as a whole.

71



72

DRAFT

Accounting Policies, Judgement, and Sensitive Estimates [
& CRI Comments on Quality .

We are required to communicate our judgments about the quality, not just the acceptability, of the
Authority's accounting principles as applied in its financial reporting. We are also required to communicate
critical accounting policies and sensitive accounting estimates. Accounting estimates are an integral part of
the financial statements prepared by management and are based on management’s knowledge and
experience about past and current events and assumptions about future events. Certain accounting estimates
are particularly sensitive because of their significance to the financial statements and because of the
possibility that future events affecting them may differ significantly from those expected. The Board of
Directors may wish to monitor throughout the year the process used to compute and record these accounting
estimates. The table below summarizes our communications regarding these matters.

AUDITORS’
CRITICAL JUDGMENTS & CONCLUSIONS ON
ACCOUNTING POLICY POLICY? SENSITIVE QUALITY OF
ESTIMATE ACCOUNTING POLICY &
APPLICATION
Deferred Inflow | Deferred inflow of X The Authority relies | The Authority’s policies
of Resources resources, represents on tax increment | are in accordance with
an acquisition of net calculations  from | all applicable accounting
position that applies the City of Houston | guidelines.
to a future period and to record estimated
so will not Dbe deferred inflow of
recognized as an resources.

inflow of resources
(revenue) until that
time. The Authority
has only one type of
item which arises only

under modified
accrual basis of
accounting that

qualifies for reporting
in  this  category.
Accordingly, deferred

tax increment
revenue is only
reported in the

governmental funds
balance sheet.

Lease liability The Authority X Judgment in this The Authority’s policies
determined its area relates to the are in accordance with
estimated determination of all applicable accounting
incremental the incremental guidelines.
borrowing rate to borrowing rate at
calculate the present adoption of GASB
value of the lease Statement No. 87.
payments.
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Summary of Audit Adjustments

During the course of our audit, we accumulate differences between amounts recorded by the Authority and
amounts that we believe are required to be recorded under GAAP reporting guidelines. Those adjustments
are either recorded (corrected) by the Authority or passed (uncorrected). Uncorrected misstatements or the
matters underlying them could potentially cause future period financial statements to be materially
misstated, even if, in the auditors’ judgment, such uncorrected misstatements are immaterial to the financial

statements under audit.

Recorded adjustments:

Account Description Debit Credit
Adjusting Journal Entries JE # 1
Reclass void check from Cash to AP

101.000 JPMORGAN CHASE Operating Acct 1,994,664.00

202.002 ACCRUED EXPENSES 1,994,664.00
Total 1,994,664.00 1,994,664.00

Adjusting Journal Entries JE # 2

Record the Opening JE under GASB 87

11,765,985.00

11,765,985.00

191.000 CRI - Lease Asset
284.000 CRI - Lease Liability
Total

11,765,985.00

11,765,985.00

Adjusting Journal Entries JE # 3

GASB 87 - 1st Subsequent Entry

284.000 CRI - Lease Liability 405,067.00

505.400 CRI - Interest Expense - Leases 210,925.00

999.100 CRI - Depreciation Expense - Leases 588,157.00

192.000 CRI - Accum Dep - Leases 588,157.00

461.507 PROJ COST-SOUTH DT PARK-RENT 355,992.00

462.672 PROJ COST-DT INNOVATION HUB-RENT 260,000.00
Total 1,204,149.00 1,204,149.00
Reclass current portion of lease liability

284.000 CRI - Lease Liability 392,471.00

283.000 CRI - Lease Liability - Current 392,471.00
Total 392,471.00 392,471.00
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Summary of Audit Adjustments .
Adjusting Journal Entries JE # 5

To adjust HC Tax Increment based on support provided by the COH

425.000 EST TAXINCREMENT REVENUES 100,101.00

160.000 TAX INCREMENT REC 95,096.00

741.000 ADMIN FEES-REVENUE ADJUSTMENTS 5,005.00
Total 100,101.00 100,101.00

Adjusting Journal Entries JE # 301

Reclass entry to short term debt from long term

282.000 Series 2015 Bonds 775,000.00
222.000 2015 Short Term Bonds Payable 775,000.00
Total 775,000.00 775,000.00

Unrecorded (passed) adjustments:

Account Description Debit Credit
Proposed JE # 201

Passed JE to adjust for over accrued project cost

202.002 ACCRUED EXPENSES 20,905.00
461.501 PROJ COST-SOUTHERN DT POCKET PARK-CONSTR 20,905.00
Total 20,905.00 20,905.00

Proposed JE # 202

Proposed entry to correct accounts receivable for difference between AR
balance and County increment outstanding.

425.000 EST TAX INCREMENT REVENUES 85,686.00
160.000 TAX INCREMENT REC 85,686.00
Total 85,686.00 85,686.00

QUALITATIVE MATERIALITY CONSIDERATIONS

In evaluating the materiality of audit differences when they do arise, we consider both quantitative and
qualitative factors, for example:

e Whether the difference arises from an item capable of precise measurement or whether it arises
from an estimate, and, if so, the degree of imprecision inherent in the estimate.

e  Whether the difference masks a change in earnings or other trends.

e Whether the difference changes a net decrease in assets to addition, or vice versa.

e Whether the difference concerns an area of the Authority’s operating environment that has been
identified as playing a significant role in the Authority’s operations or viability.

o  Whether the difference affects compliance with regulatory requirements.

o  Whether the difference has the effect of increasing management’s compensation — for example, by
satisfying requirements for the award of bonuses or other forms of incentive compensation.

e  Whether the difference involves concealment of an unlawful transaction.



To be inserted upon signature
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Management Representation Letter

-10 -

75



DRAFT

Management Representation Letter

The Board of Directors and Management
Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority

In planning and performing our audit of the financial statements of the governmental activities and major
funds of Main Street Market Square Redevelopment Authority, dba Downtown Redevelopment Authority
(the Authority) as of and for the year ended June 30, 2022, in accordance with auditing standards generally
accepted in the United States of America, we considered the Authority’s internal control over financial
reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Authority’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses. Given
those limitations, during our audit we did not identify any deficiencies in internal control that we consider to
be material weaknesses. However, material weaknesses may exist that have not been detected.

This communication is intended solely for the information and use of the Board of Directors and
management, and is not intended to be, and should not be, used by anyone other than these specified
parties.

Houston, Texas
XXXX, 2022

-11-
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September 21, 2022

Carr, Riggs & Ingram, LLC
Two Riverway, 15th Floor
Houston, Texas 77056

Re: Main Street Market Square Redevelopment Authority d/b/a Downtown Redevelopment
Authority (the "Authority")

Ladies and Gentlemen:

In response to a request (the “Request”) from the Authority, a copy of which is attached to this letter, we
furnish the following information:

1. Although this firm has represented the Authority on a regular basis during the fiscal year of the
Authority ended June 30, 2022, during this period there may have existed a variety of legal matters
affecting the Authority as to which we were not consulted or, if consulted, were not retained to render
substantive attention to such matters. Therefore, our response to the Request is limited solely to such
matters as to which we have been retained as counsel, and as to which we have devoted substantive
attention. The information contained in this letter is as of September 21, 2022 (the "Effective Date").
Material changes may occur with respect to matters referred to in this response after the Effective Date.
We assume no responsibility or obligation to advise you of any changes which subsequently may be
brought to our attention.

2. As of June 30, 2022 and as of the Effective Date, we were not representing the Authority with
respect to nor devoting substantive attention to any "loss contingencies" as defined in clause (a) of
Paragraph 5 of the ABA Statement of Policy referred to in the last paragraph of this letter involving a
potential loss to the Authority.

3. There being no matters specifically identified in the Request and upon which comment has been
specifically requested as contemplated by clauses (b) and (c) of Paragraph 5 of the ABA Statement of
Policy, we are not commenting to you with respect to contractually assumed obligations and unasserted
possible claims or assessments which the Authority has not specifically identified but rather will be guided
by the last paragraph of this letter.

4. Asof June 30, 2022, there had accrued in our accounts for the Authority approximately $1,000 in
unbilled legal fees and reimbursable expenses. The Authority was not indebted to us at such date for
billed fees and expenses.
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5. By making the request set forth in the Request, the Authority does not intend to waive the
attorney-client privilege with respect to any information which the Authority has furnished to us.
Moreover, please be advised that this response to you should not be construed in any way to constitute
a waiver of the protection of the attorney work-product privilege with respect to any of our files involving
the Authority.

6. This response is limited by, and in accordance with, the ABA Statement of Policy Regarding
Lawyers’ Responses to Auditors’ Requests for Information (December 1975). Without limiting the
generality of the foregoing, the limitations set forth in such Statement on the scope and use of this
response (Paragraphs 2 and 7) are specifically incorporated herein by reference, and any description
herein of any “loss contingencies” is qualified in its entirety by Paragraph 5 of the Statement and the
accompanying Commentary (which is an integral part of the Statement). This letter is a “Limited
Response” as contemplated by Paragraph 4 of the ABA Statement of Policy and should be considered by
you as a response only with respect to the specific matters set forth above. Consistent with the last
sentence of Paragraph 6 of the ABA Statement of Policy, we confirm to you that whenever in the course
of performing legal services as counsel for the Authority with respect to a matter referred to us and as to
which we have devoted substantive attention which we recognize involves an unasserted possible claim
or assessment which may call for financial statement disclosure, if we have formed a professional
conclusion that the Authority must disclose or consider disclosure concerning such possible claim or
assessment, as a matter of professional responsibility to the Authority, we will so advise the Authority and
will consult with the Authority concerning the question of such disclosure and the applicable requirements
of the FASB Accounting Standards Codification Subtopic 450-20 (originally issued as FASB Statement No.
5, Accounting for Contingencies). We advise you, however, that the Authority ordinarily does not consult
with us about, nor do we ordinarily devote substantive attention on behalf of the Authority to, securities
matters or matters involving financial statement disclosure or disclosure generally. You are further
advised that this firm has made no examination of the records or files of the Authority, nor have we made
any other investigations of the Authority for the purposes of this letter.

Very truly yours,

Brocewel LLP

Bracewell LLP

MDB/sel
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Enclosure

cc: Mr. J. Allen Douglas
Executive Director
Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority
1221 McKinney Street, Suite 4250
Houston, Texas 77010

# DM-8300429.1
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July 20, 2022 1221 McKinney Street
Suite 4250
Houston, TX 77010

Mg. Clark Lord TEL 713.752.0827
Bracewell Law d )

. . LY i} sves
711 Louisiana, Suite 2300 owntowntirz.com

Houston, TX 77002

Our auditors, Car, Riggs & Ingram, LLC, are conducting an audit of our financial statements as of June 30,
2022 and for the year then ended. This letter will sexrve as our consent for you to furnish to our auditors all the ;
information requested herein. Accordingly, please provide to them the information requested below involving |
matters with respect to which you have been engaged and to which you have devoted substantive attention on
behalf of Main Street Market Square Redevelopment Authority d/b/a Downtown Redevelopment Authority
in the form of legal consultation or representation.

Please prepare a description of all material pending or thteatened litigation, claims, and assessments (excluding
unasserted claims and assessments). Materiality for purposes of this letter includes items involving amounts
exceeding §10,000 individually or in the aggregate. The description of each matter should include:

1) the nature of the litigation;
2) the progress of the matter to date;

3) how management of Main Street Market Squate Redevelopment Authority d/b/a Downtown
Redevelopment Authority s responding or intends to respond to the litigation; e.g., to contest the case
vigorously or to seek an out-of-court settlement; and

4) an evaluation of the likelihood of an unfavorable outcome and an estimate, if one can be made, of the
amount or range of potential loss.

Also, please identify any pending or threatened litigation, claims, and assessments with respect to which you
have been engaged but as to which you have not devoted substantive attention.

[Unasserted Claims and Assessments

We have represented to our auditors that there are no unasserted possible claims or assessments that you have
advised us are probable of assertion and must be disclosed in accordance with FASB Awounting Standards
Codification 450, Contingencics.

We undesstand that, whenever, in the coutse of performing legal services for us with respect to a matter
recognized to involve an unasserted possible claim or assessment that may call for financial statement disclosute,
if you have formed a professional conclusion that we should disclose or consider disclosure concerning such
possible claim or assessment, as a matter of professional responsibility to us, you will so advise us and will
consult with us concerming the question of such disclosure and the applicable requirements of FASB Aewonnting
Standards Codification 450, Contingencies (excerpts of which can be found in the ABA’s Auditor’s Letter Handbook). j
Please specifically confirm to our auditors that our understanding is cotrect.

Response
Your response should include matters that existed as of June 30, 2022, and during the period from thart date to
the effective date of your response. Please specify the date of your response if it is other than the date of reply.

Please specifically identify the nature of, and reasons for, any limitations on your response.




Our auditors expect to have the audit completed by about September 23, 2022, They would appreciate receiving
your reply by that date with a specified effective date no earlier than September 21, 2022, You may also be
requested to provide updates to your written response at a later date, We appreciate your timely response to
such requests. We authorize you to respond to a request for updates made directly from our auditors in
connection with the audit of our financial statements as of June 30, 2022 and for the year then ended.

Qther Matters

Please also indicate the amount we were indebted to you for services and expenses (billed and unbilled) on June
30, 2022,

Very truly yours,

J- Allen Douglas

Executive Director

Main Street Market Square Redevelopment Authority
d/b/a Downtown Redevelopment Authority

Tax increment Reinvestment Zone #3

City of Houston
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PROJECT NAME

PROJECT PLAN

REQUEST

DESCRIPTION

ACTION ITEM

CONTACTS

JW Marriott Hotel — Property Assignment of Rights and Assignment of
existing Historic Preservation and Restoration Reimbursement
Agreement

Current owners of JW Marriott Hotel, AVR Houston 806 Main Street
LLC and AVR Houston 806 Main Street LLC (“Assignors”) request to
assign real property rights to newly formed Joint Venture SWVP
Houston Hotel, LLC; and assignment of existing Historic Preservation
and Restoration Reimbursement Agreement between AVR, SWVP,
JW Marriott and the Downtown Redevelopment Authority.

Review request as presented.

The current owner of the JW Marriott, AVR Realty, is looking to
contribute the JW Marriott hotel property (located at 806 Main Street,
Houston, TX) into a newly-formed partnership, SWVP Houston Hotel
LLC, with Southwest Value Partners (https://swvp.com/). Southwest will
control the new joint venture entity, while AVR will be a preferred equity
member in the joint venture entity. The joint venture entity (SWVP
Houston Hotel LLC) will acquire fee title to the hotel property as a result
of the transaction. After the transfer, the hotel property will continue to
be managed by Dimension Hospitality who has managed the hotel for
AVR since AVR’s acquisition in 2019.

Request full DRA Board approval for DRA to enter into the Assignment
of Rights (Development Agreement) and Historic Preservation and
Restoration Reimbursement Agreement Estoppel Certificate related to
the transfer of real property known as the JW Marriott Hotel (located at
806 Main Street, Houston, TX 77002 (the “Hotel”) and contribution and
assignment of certain leased premises located at 801 Travis Street,
Houston, TX 77002 (the “Property”).

DRA: Allen Douglas, Executive Director
SWVP: Kirk Carson, In-House Counsel
Brad Kline, Phelps & Dunbar LLP
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FROM: Allen Douglas, Executive Director
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RE: Downtown Redevelopment Authority/TIRZ #3 Project Status Report

Date: 10/11/2022

CAPITAL PROJECTS

Allen Parkway Improvements

Ongoing maintenance agreement with Downtown District is being extended for
an additional 5 years through May 2027.

Bagby Street Improvements

Construction contract executed with Main Lane Industries, Ltd.; construction
began mid-January 2020. Substantial completion achieved November 2021;
Contractor correcting punch list items and working towards final
completion. Bagby Street has recently been recognized with awards from
the American Planning Association — Houston & Texas Chapter and the
American Society of Civil Engineers — Texas Chapter.

Lynn Wyatt Square for the Performing Arts
(Jones Plaza)

Construction contract executed between Houston First and Manhattan
Construction; kick-off ceremony occurred on May 14, 2021, with construction
started in late May; anticipated opening after April 1, 2023. DRA staff holds bi-
weekly progress meetings and at least one site meet per month with
Houston First.

Trebly Park

Construction contract executed with Structura; construction began mid- March
2021; estimated completion and park opening in December 2022. Staff and
consultants provided the Contractor with a preliminary review list of items
to be corrected prior to the Tenant’s scheduled move-in in mid-

October. Ongoing work includes addressing the review list items,
installation of the stage trellis glass, main lawn, and art exhibits.

ECONOMIC DEVELOPMENT AGREEMENTS

Buffalo Bayou Downtown Trail East

Financial contribution approved by Board in March 2019; MOU executed;
first grant reimbursement processed November 2019. Western portion of
trail under-construction, eastern portion of trail in re-design due to unstable
bayou banks.

Post Houston

Primary construction completed with grand opening held on November 13,
2021. EDC reviewed proposed First Amendment to the Agreement on May
6, 2021, DRA Board review May 18, 2021; the First Amendment is fully
executed. Staff has initiated ongoing working group meetings with Lovett
and Blackwood Farms to structure the success of the farm component of the
POST Project.

The Barbara Jordan Plaza Advisory Group — composed of artists,
educators, and preservationists — met in September with Lovett
Commercial and commissioned artists to map out the Plaza as a public
space for artists in a manner that honors the former Congressperson’s
legacy and dedication to public service and celebrates Houston’s rich
arts scene. Second meeting of the BJPAG set for November 14",

Manager of the POST Houston rooftop farm, Blackwood Farms, has
received a $250,000 grant from the USDA to fund the urban farm and
the educational component of their efforts.

Amegy on Main / Downtown Launchpad

Staff is continuing to work closely with the resident tenants/licensees on
different community initiatives and continuing the ongoing compliance
monitoring of the performance and licensing agreements. Staff meets
monthly with leadership of the DLP entities and Amegy Bank
leadership to discuss future avenues of collaboration such as,
communication tools, event calendar, additional seating, marketing,
and other things.
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gener8tor

Staff is continuing ongoing performance and licensing agreement
compliance monitoring; gener8tor’s pre-accelerator program, gBETA, has
selected 5 Houston Stratups for its fall cohort. In addition, on October 14th,
gener8tor will kick off their Italian startups cohort as part of the Italian Trade
Agency’s Global Startups Program. This is the second year in a row that a
Downtown Launchpad resident tenant has been awarded the contract to
host this prestigious international program.

MassChallenge

Staff is continuing ongoing performance and licensing agreement
compliance monitoring; MassChallenge, has selected their 2022 US Early-
Stage program. Many of these startups have joined us in Houston during
the first week of October for the inaugural Market Access Program.

Nearly 70 startups came to Houston for the Market Access Program. The
Market Access Program is a new offering for MassChallenge community
members. MassChallenge will organize a series of fixed duration “micro-
programs” with the focused goal of helping founders build their network with
key stakeholders in MassChallenge’s physical communities around the
United States Houston’s Market and Access Program was a partnership with
MassChallenge, Softleg, and Houston Exponential.

Impact Hub Houston

Staff is continuing ongoing performance and licensing agreement
compliance monitoring. Impact Hub Houston continues to grow it
membership within Downtown Launchpad. They continue to provide
valuable resources to the community including their recent launch
#lmpactSocial, a livestream series, which features Impact Hub Houston
members and the impact they are making in our local and global community.
On October 7, Impact Hub Houston in partnership with Born Global
Ventures, Houston Exponential, TECH23, LSA Global HQ, Dell
Technologies, Dell for Startups, Born Global Community, hosted an event at
Downtown Launchpad to celebrate the contributions of Hispanic innovators,
discuss the challenges and resources for Latino entrepreneurs and
showcase startups featuring Latino founders.

The Cannon

Staff is carrying out a performance evaluation of the Cannon operations with
regard to the maintenance agreement for The Downtown Launchpad.

Houston Angel Network

Pursuant to the Board’s authorization staff worked with the HAN on finalizing
terms. However, due to leadership change the agreement was never
finalized. Staff has been in conversation with HAN board members to find
resolution.

ECONOMIC DEVELOPMENT INITIATIVES

2022 DRA Project Plan & Annexation

Staff has submitted a revised strategic annexation proposal to the City
Planning Department for Mayoral review which has been accepted. This
request will come before the EDC Committee and the DRA Board in
November as a proposed Project Plan and Financial Plan, as has been
exercised in the past. The limited annexation holds the promise of assisting
the DRA in its mandate to address blight remediation and invigorating
Downtown public spaces because the proposed annexation involves a
redevelopment project that would generate significant incremental tax
revenue.

Office Conversion Program

Pursuant to the DRA Board’s recommendation, Staff will post an RFP on
October 13 seeking proposals for a consulting firm to conduct third-party
feasibility studies on select buildings participating in exploring adaptive
reuse of vacant office space. The feasibility studies are intended to assist
participating property owners in developing proformas for multiple adaptive
reuse scenarios once the program is formed, authorized by the DRA Board
and approved by Houston City Council. These scenarios will provide a
means to identify and appropriately assess the efficacy of the currently
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known financing tools that may be utilized to bridge capital or operational
funding gaps related to office building conversions.

RESIDENTIAL

Block 387 — Fairfield Residential The developer provided copies of the Temporary Certificate of Occupancy
as issued by City on September 16, 2022, initially satisfying the agreement
requirements for project completion. Staff is to schedule an October site
and building tour to confirm Continued Compliance with DLI Design
Guidelines.

NORTH HOUSTON HIGHWAY IMPROVEMENT PROJECT (“Project”)

Central Houston staff met virtually with the Federal Highway Administration (FHWA) on March 14, 2022 to discuss Central
Houston’s work and proposals regarding Segment 3 of the Project. FHWA requested cost-estimates for the proposed Civic
Opportunities in Segment 3, which Central Houston supplied to FHWA on April 7, 2022. Central Houston continues to
discuss and share its work with various stakeholders to the Project.

Currently, the Project pause continues but for the Midtown and Third Ward sections, segments 3A & 3B respectively.
TxDOT will begin monthly design meetings on segment 3A in the coming weeks and is moving forward on the design
components for the signature bridges between Midtown and Third Ward. Central Houston continues to participate in this
work at a facilitation level while directly impacted parties manage funding and final design decisions.

On November 15, 2021, the Harris County Commissioners voted unanimously to request the County Attorney to file a stay
of the March federal lawsuit brought by the County against TxDOT, permitting the parties to enter into negotiations
regarding the environmental and park land concerns voiced in the lawsuit. That lawsuit remains stayed with status reports
from the parties every 30 days. Parties continue to negotiate resolution of their concerns.

While retention of NHHIP funding in the Texas Transportation Commission’s (TTC) annual budget review under the Uniform
Transportation Program (UTP) is not a specific consideration this year, as it was in 2021, nevertheless our recent
conversations have yielded some concern about the fragility of NHHIP within the UTP process. NHHIP is currently 50%
funded through discretionary Category 12 funding approved by the TTC, which is capped by the state as a maximum
percentage of their overall project funding. As well, other Texas communities are pressuring the TTC to reallocate NHHIP
funding due to the perception of its uncertainty. Although the NHHIP is included in the draft UTP, both GHP and CHI have
coordinated on a letter-writing and testimony advocacy strategy to provide a strong showing of local support to the TTC for
the project. DRA Directors received a letter from CEO/President Larson requesting a show of support during the public
comment period that ended August 8th.

Four CHI/DRA staff appeared in Austin on August 30 before the TTC to testify on support for keeping the NHHIP funding in
the UTP. TTC determined, on August 30t at their regularly scheduled Board Meeting, to continue the NHHIP funding in the
UTP after hearing comments from 82 speakers.

Staff continues to facilitate key community conversations necessary to provide TxDOT design decisions in Segments 3A &
3B.

Alignment Efforts

EaDo Lofts In response to this article, CHI has facilitated discussions with TxDOT, the City,
the Coalition, and a prominent local developer to determine if the 2 buildings
that TxDOT acquired that it doesn’t need for the Project can be rehabilitated as
affordable housing. The conversations are advancing slowly, though the mold
in the properties is significant and we will need TxDOT to find a way to pivot on
their demolition plans quickly to prevent the problem from becoming
insurmountable. TxDOT’s property disposition requirements may serve as the
primary barrier that would prevent the creative solution, but we are pursuing
discussions through the TTC to determine if there is a more expeditious path.
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Office Tenant Recruitment / Retention
Incentives

In collaboration with GHP, CHI is convening a group of site selectors to discuss
the potential for incentives to provide Downtown with a regional advantage for
attracting or retaining key office tenants, particularly those that might assist in
diversifying the industrial composition of Downtown tenants.

Street Art for Mankind

HDMD is collaborating with Street Art for Mankind (SAM) to bring nine world-
class murals to Downtown with the help of local and international artists. We are
currently in the painting phase, with all murals underway. The project has been
named Big Art. Bigger Change. and we are celebrating the unveiling on October
15 with an event from 11am-4pm. You can find out more information about the
event by visiting bigartbiggerchange.com.

Urban Alchemy

Progress continues in seeking an innovative approach to homeless
management around the Beacon. Over the past several months, we have
socialized and built strong support for engaging with Urban Alchemy (UA) as a
pilot approach locally. We have earned support from the Coalition, the Mayor’s
office, HDMD, the Beacon staff, as well as Harris County OJS and
Commissioner Precinct 1 leadership on the approach. Staff recently received a
program design / cost proposal from UA which is currently being reviewed by
staff and the Beacon.

Return-to-Office Programming

HDMD is working toward a 5-days per week programming schedule to offer
returning employees something fun to do each day in Downtown. The program
began in late September and run through November 4%, which will coincide with
a ‘Take Your Parents to Work Day’ event.

Southeast Sidewalks

As the recipient of a 2016 HGAC grant, a long-term project between HDMD
(local sponsor) and TxDOT is the construction of sidewalk improvements in the
southeast quadrant of downtown, from Polk to Pierce and Fannin to Hamilton.
At 56 specific block faces (or segments thereof), sub-standard and inaccessible
sidewalks will be replaced by a TxDOT contractor.

The project funding is based on an 80-20 capital cost-share for the full grant
value $3,446,245. HDMD carries full funding responsibility for the engineering
documents at $632,000. The project is only surface treatment of sidewalks,
with no associated infrastructure, roadway, or landscape improvements. The
project is currently set for TxDOT letting in May 2023.

Congress Street Bridge Improvements

HDMD is preparing to issue both a Design Concept Review (DCR) to Houston
Public Works and an RFQ for design-engineering of sidewalk, street lighting
and signalized intersection improvements at the Congress Street bridge,
between the POST and the Center for Dance. The work also potentially
includes intersection improvements at Smith and Franklin. Final scope
definition and cost estimating are in progress for review of cost-sharing with
Lovett Commercial and 2023 budgeting.

North San Jacinto Street Improvements

HDMD has received DCR approvals from Houston Public Works to proceed on
the issuance of an RFQ for Phase | design-engineering and public engagement
of North San Jacinto from Commerce to the future frontage roads of the
realigned IH-10 and IH-45, per the NHHIP. The initial aim is to establish a
corridor design standard based on anticipated traffic demands and
incorporating new bikeway facilities, improved sidewalks, safe crossings at the
UPRR passenger main, landscaping and lighting.

The design-engineering focus will seek to coordinate potential right-of-way
improvements along this stretch of San Jacinto relative to the City-County
project of the North Canal and the related amenity overlay by the Buffalo Bayou
Partnership, plus the TxDOT portion of San Jacinto to be constructed as part of
the NHHIP with a San Jacinto extension from the current highway alignment to
the future alignment and intersections with the new frontage roads. Multiple
entities will have responsibilities to deliver a unified corridor with HDMD taking
the initial lead to plan the corridor’s esthetic standard.
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North Canal

The North Canal Project, led by the City of Houston and Harris County Flood
Control District (HCFCD), is currently, the highest priority storm resiliency
initiative in the Mayor’s Office.

$131M is currently funded through a post-Harvey FEMA grant ($46M) with local
contributions by City ($20M), County ($20M), TIRZ 5 ($25M for White Oak
channel modifications at the Yale & Heights bridges),and TxDOT ($20M as part
of the NHHIP stormwater hydraulics and hydrology — H&H — design schematic),
Based on the North Canal’s preliminary engineering report by the City’s
consultant, HDR, and a preferred alternative based on the H&H cost-benefit
analysis, a current budgetary shortfall is being addressed by the parties, but
expected to remain on schedule for engineering and construction delivery
through 2027.

DRA & HDMD have projected budgetary involvement in the civic amenities
associated with the North Canal Project upon completion.

Research on Crime Trends in
Downtown

With the assistance of local and national law enforcement, staff continue to
clarify and refine crime statistic details to better inform Downtown stakeholders
and assist in guiding the deployment of enforcement assets in Downtown’s
public spaces.
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