City of Fort Worth, Texas

Mayor and Council Communication

DATE: 10/25/22 M&C FILE NUMBER: M&C 22-0865
LOG NAME: 17GKNEDPA
SUBJECT

(CD 7) Authorize Execution of an Economic Development Program Agreement with GKN Aerospace, Inc. or an Affiliate for the Establishment of a
Global Technology Center in Fort Worth and Associated Investments and Activities in Research and Development

RECOMMENDATION:

It is recommended that the City Council authorize the City Manager to execute an Economic Development Program Agreement with GKN
Aerospace, Inc. or an affiliate for the establishment of a Global Technology Center in Fort Worth and for associated investments and activities
relating to research and development.

DISCUSSION:

GKN Aerospace (Company) is a global aerospace manufacturing and technology company that develops, builds, and supplies an extensive range
of advanced aerospace systems. Company is an industry leader in research and addititve manufacturing for aerospace materials, engines, and
other technologies. Based in the United Kingdom, Company employs more than 15,000 people globally, with 38 manufacturing sites located in 12
countries, including an onsite research partnership with Oakridge National Laboratory in Tennessee.

Following a competitive national site selection process, Company proposes to locate an approximate 100,000 square foot Global Technology
Center (GTC) in Fort Worth. The GTC will be the center for all of Company’s research and development (R&D) activity in North America. The GTC
will be the location of an estimated $40.5 million in total R&D expenses over an initial 5-year period following the beginning of operations.The
project is proposed to be located in the City of Fort Worth (City) at the Lone Star Commerce Center near Interstate Highway 820 and State
Highway 199 or such other property(ies) located in the corporate limits of the City as agreed upon by the parties (Subject Property).

In order to facilitate the project and promote greater R&D activity within the City, the City proposes to provide up to 15 annual Economic
Development Program grants to the Company or an affiliate or assignee, as authorized by Chapter 380, Texas Local Government Code (each a
Grant). The proposed project and Grants are eligible under criteria and guidelines contained in Section 6 of the City's Economic Development
Policy (Resolution No. 5338-01-2021, as amended), which specifically applies to R&D projects. The Grant funds will be built into the City's long-
term financial forecast for the general fund with a maximum aggregate Grant award of $7,000,000.00. The grants will be based on a percentage of
the Company's qualified costs in R&D during a 5-year performance period and will be tied to the satisfaction of other project and investment
requirements, as follows:

Company Investment:
Company must comply with all of the following requirements with respect to the Subject Property:
- Lease a minimum of 50,000 square feet of industrial space located in the City and operate it as its official GTC.

- By December 31, 2023, a temporary or final certificate of occupancy must be in place for all space occupied by Company at the Subject
Property (Completion Deadline);

- As part of the project and by no later than the Completion Deadline, Company will deliver a capital investment of at least $4,500,000.00 in tenant
improvements or other real property improvements to the Subject Property and will invest a minimum $12,500,000.00 in equipment and
equipment installation.

- Company must maintain its North American GTC at a location within the corporate limits of the City at all times during the term of the Agreement.

Utilization of Business Equity Firms (Real Property Improvements):

Company must expend or cause to be expended 15% of all construction costs for tenant improvements, upgrades and modifications to the
building and the property comprising the Subject Property with Business Equity Firms as defined in Chapter 20, Article X of the City Code. Failure
to meet this commitment will not constitute a default, but the value of Grant eligibility will be reduced by 10%.

Minimum Qualified R&D Expenditures:

Company must expend or cause to be expended at least $4,000,000.00 annually in qualified R&D costs in the each operational year during the 5-
year performance period.

Employment and Wage Commitments:

Company must, by no later than the end of the first operating year, employ a minimum of 20 full-time individuals earning an average annual salary



of at least $125,000.00. The minimum number of individuals to be employed will be increased to 50 by the end of the third operating year and 100
by the end of the fifth operating year, all at a minimum annual salary of $125,000.00. If Company does not achieve the employment commitment will
range from a default of the agreement to a reduction of Grant payments.

City Commitments:

The City will pay up to 15 annual Grants to the Company for a total amount not to exceed $7,000,000.00 (Program Cap). The amount of each
annual Grant will be governed by a combination of the following:

e 25% of Company's qualified costs/expenses (as term is defined under Internal Revenue Code Section 41 - Research and Experimentation
Tax Credit) relating to ongoing research and development activities that take place at the Subject Property over a consecutive 5-year period
beginnig with the first operating year minus the value of any Grants paid by City to Company or an assignee; and

e ad valorem tax revenues attribuatble to the Subject Property, such property will include any taxable real or business personal property located
on the Subject Site or, if Company assigns all or any portion of the Grants to a third party, taxable real property or properties located in the
corporate limits of the Clty and owned by the assignee(s).

At no time will any Grant exceed 75% of the incremental real and business personal property ad valorem tax revenues attributable to the Subject
Property that are received in the preceding calendar year

Assignments:

Company will have the right to assign the Grants, either in whole or in part, to one or more third-party owners of real property in the City. For
purposes of calculating assigned Grants, the Subject Property will be the real property or properties in the City that are owned by the assignee,
instead of the Subject Property on which Company is conducting the project operations. Assignment agreements may be executed by the City
Manager or that person's designee.

Grant assignments will be subject to the following restrictions:

- The City will only pay Grants for 15 consecutive years, beginning in the year in which the first Grant payment is made. For example, if an
assignment is made after 2 annual Grants have already been paid under the Agreement, the assignee will only be entitled to a maximum of 13
annual Grants;

- No property that is already tied to an existing City incentive agreement may be included as the Subject Property;

- No property that is zoned Residential by the City will be permitted to be included as part of an assignee’s Subject Property except where such
zoning may be changed to facilitate new development (e.g., residential property that is subsequently rezoned for commercial). Properties that are
zoned mixed-use (including any part of a form-based code) or properties that are zoned Planned Development may be included as part of an
assignee’s Subject Property;

- In an event of an assignment, the amount of qualified R&D costs used in the calculation of Grant payments will be reduced by 5%, with the
resulting amount of the Grant reduction to be dedicated for use by the City in the administration of its economic development programs or for other
purposes relating to the promotion of R&D activity within the City;

- In the event an assignee advances funds to the Company within the first 24 months following execution of this Agreement, the assignee may,
subject to terms expressed in this Agreement, have the right to receive Grants in an amout up to 75% of its annual incremental real and business
personal property ad valorem tax received by the City in an amount equal to the lesser of the amount advanced or 15% of the Program Cap for a
period of up to 10 years; and

- The aggregate cap on all annual Grants paid by the City, regardless of the number of assignments and the parties to whom the Grants are paid,
will not exceed $7,000,000.00.

This project is located in COUNCIL DISTRICT 7

FISCAL INFORMATION / CERTIFICATION:
The Director of Finance certifies that approval of this agreement will have no material effect on the Fiscal Year 2023 Budget. While no current year

impact is anticipated from this action, any effect on expenditures and revenues will be budgeted in future Fiscal Years and will be included in the
long-term financial forecast.

Submitted for City Manager's Office by: William Johnson 5806

Originating Business Unit Head: Robert Sturns 2663
Additional Information Contact: Michael Hennig 6024

Expedited






