Executive Summary of

Guidelines and Criteria for Tax Abatements Pursuant to Texas
Tax Code Chapter 312 and for Grants Pursuant to Texas Local

Government Code Chapter 381 (2026)

GENERAL
A. Tax Abatement

There is no requirement in state law that mandates participation in a tax abatement
program by counties. However, under Texas law, counties that wish to participate in
tax abatement programs are required to establish guidelines and criteria for
administering tax abatements. The guidelines and criteria are effective for a period of
two years and then must be renewed if the county wishes to continue its tax abatement
program. The attached guidelines and criteria are effective for the period January 1,
2026 through December 31, 2026. Guidelines and criteria may be amended or
repealed at any time by a vote of three-fourths of the Commissioners’ Court. This
summary sets forth the basic policy and procedural issues that are detailed in the
comprehensive guidelines and criteria that are attached to this summary.

B. 381 Grant

To stimulate business and commercial activity in a county, the Commissioners’ Court
of the County may develop and administer a program: (1) for state or local economic
development; (2) for small or disadvantaged business development; (3) to stimulate,
encourage, and develop business location and commercial activity in the county; (4)
to promote or advertise the county and its vicinity or conduct a solicitation program to
attract conventions, visitors, and businesses; (5) to improve the extent to which
women and minority businesses are awarded county contracts; (6) to support
comprehensive literacy programs for the benefit of the county residents; or (7) for the
encouragement, promotion, improvement, and application of the arts. Under Texas
law, counties that wish to participate in 381 Agreements are required to establish a for
doing so. The attached guidelines and criteria for such a program are effective for the
period January 1, 2026 through December 31, 2026. This summary sets forth the
basic policy and procedural issues that are detailed in the guidelines and criteria.

REQUIREMENTS AND CONDITIONS

A. Tax Abatement

I.  The Commissioners Court may not designate an area as a reinvestment zone
unless it finds that the designation would contribute to the retention or
expansion of primary employment or would attract major investment that will
contribute to the economic development of the county.



Vi.

Vii.

Viil.

The Commissioners Court may not enter into a tax abatement agreement
unless it finds that the terms of the agreement and the property subject to the
agreement meet the guidelines and criteria.

Adoption of the guidelines and criteria does not (1) limit the discretion of the
commissioner’s court to decide whether to enter into a specific tax abatement
agreement or (2) create any property, contract or other legal right in any person
to have the Commissioners Court consider or grant a specific application or
request for tax abatement.

The abatement may not be granted if the applicant has insufficient financial
capacity or business ability or if the abatement would have a serious adverse
effect on existing businesses in competition with the party requesting the
abatement or constitute a hazard to public safety, health or morals.

The abatement may not be granted if there would be a substantial adverse
effect on the provision of any taxing unit's budget, tax base or service capacity.

The abatement may not be granted if the application package was submitted
after commencement of construction of improvements subject to the
abatement.

Only new buildings and new fixed machinery and equipment with economic
lives of at least 15 years are eligible for abatement. Existing items are not
eligible for tax abatement. Items such as inventories, vehicles, and moveable
personal property are ineligible for abatement. Also, certain types of properties,
such as retail business and motels, are not eligible for abatement.

A minimum investment of $5,000,000 in eligible property (new buildings and
new fixed equipment) is required.

A minimum of 15 permanent full-time positions, on the average, must be added
or retained with at least 50% of the new or retained positions being held by
Grimes County residents provided that a sufficient number of qualified Grimes
County residents make application. Employee numbers will be considered in
conjunction with the total annual payroll that the project is expected to generate
and the median annual wage for the area as posted by the Texas Workforce
Commission.

The Commissioners Court may not enter into a tax abatement agreement
unless the terms of the abatement agreement prohibit the property owner from
challenging the market value or the equal and uniform value of the subject
property in a lawsuit filed pursuant to Chapter 42 of the Texas Tax Code, an
arbitration filed pursuant to Chapter 41A of the Texas Tax Code, or a hearing
in front of the State Office of Administrative Hearings pursuant to Chapter 2003,
Subchapter Z of the Texas Government Code, during the term of the
abatement.



B. 381 Grant

Only new buildings and new fixed machinery and equipment with economic
lives of at least 15 years (cumulative life per qualified item) are to be considered
when determining eligibility for 381 Grants. Existing items are not to be
considered when determining eligibility for 381 Grants. Items such as
inventories, vehicles, and moveable personal property are not to be considered
when determining eligibility for 381 Grants. Also, certain types of properties,
such as retail business and motels, are not to be considered when determining
eligibility for 381 Grants.

A minimum investment of $5,000,000 in eligible property is required.

A minimum of one (1) permanent full-time position must be added to the entity’s
employee base. Employee numbers will be considered in conjunction with the
total annual payroll that the project is expected to generate and the median
annual wage for the area as posted by the Texas Workforce Commission. The
business cannot be currently involved in pending litigation which involves a
claim against the business for damages.

The Commissioners Court may not enter into a 381 Grant unless the terms of
the 381 Grant prohibit the property owner from challenging the market value or
the equal and uniform value of the subject property in a lawsuit filed pursuant
to Chapter 42 of the Texas Tax Code, an arbitration filed pursuant to Chapter
41A of the Texas Tax Code, or a hearing in front of the State Office of
Administrative Hearings pursuant to Chapter 2003, Subchapter Z of the Texas
Government Code, during the term of the 381 Grant.

lll. TERM AND VALUE

A. Tax Abatement

.

The maximum term of abatement permitted by state law is 10 years.

The term of abatement and the amount of value abated each year of the term
may vary depending on the overall nature and character of the proposed
project.

However, the county prefers and encourages abatements of a shorter period,
generally five years on the following schedule:

Year % Range
1 90-100%

2 70- 80%
3 50- 60%
£ 30- 40%
S 10- 20%



B.

381 Grant

The maximum term for 381 Grants is three years. The amount of any grant or
grants awarded will be left to the discretion of the Commissioners’ Court, but in no
event shall the total yearly amount of any grant or grants to any one entity exceed
the total annual ad valorem taxes paid to Grimes County by such entity in the year
preceding the award or awards.

IV. PROCEDURE

A.

Vi.

B.

Tax Abatement

The applicant submits an application package to the Precinct Commissioner,
with a copy to the Executive Director of the Navasota Grimes County Chamber
of Commerce, requesting designation of a reinvestment zone, approval of an
application for tax abatement and approval of an agreement for tax abatement
accompanied by a $1,000 non-refundable application fee.

An advisory committee reviews the application package and reports the results
of its review to the Commissioners Court.

Notice of a public hearing is published and other taxing units are notified of the
hearing.

The county conducts a public hearing concerning designation of an area as a
reinvestment zone and approval of the tax abatement application and
abatement agreement.

The county approves or denies the request for reinvestment zone and tax
abatement as agenda items at a meeting of the Commissioners Court. If
approved, a written agreement between the county and the property owner is
executed.

The project is monitored for compliance during the term of the agreement and
is subject to default, cancellation and recapture provisions.

381 Grant

The applicant shall submit an application to the Precinct Commissioner, with a
copy to the Executive Director of the Navasota Grimes County Chamber of
Commerce, wherein the property in question is located, accompanied by a
$1,000 non-refundable application fee.

An advisory committee reviews the application package and reports the results
of its review to the Commissioners Court.



Within sixty (60) days of the date the application is submitted to the Precinct
Commissioner, the County shall approve or deny the request for a 381
Agreement as an agenda item at a meeting of the Commissioners Court. If
approved, a written Agreement between the County and the property owner,
consistent with the guidelines and criteria described herein, shall be executed.
The project shall be monitored for compliance during the term of the Agreement
and shall be subject to default, cancellation, and repayment provisions.

Upon certification of compliance with the agreement, the County shall make
grant payments as provided for in the Agreement, on or before March 15t of
each calendar year corresponding to the applicable year that the grant is due.



Comprehensive

Guidelines and Criteria for Tax Abatements Pursuant to Texas Tax

Code Chapter 312 and for Grants Pursuant to Texas Local
Government Code Chapter 381 (2026)

DEFINITIONS

A.

Abatement means partial exemption from ad valorem taxes of certain real
property (including fixed-in-place machinery & equipment) in a reinvestment zone
designated for economic development purposes.

Grant means an award of public money awarded to stimulate business and
commercial activity.

Overlapping Jurisdiction means any other taxing unit in which the property to be
the subject of the abatement or grant is located.

. Agreement means a contractual agreement between a property owner and/or

lessee and an eligible jurisdiction for the purposes of tax abatement or grant.

Base Year Value means the assessed value of eligible property on January 1
preceding the execution of the Agreement, plus the agreed upon value of eligible
property improvements made after January 1 but before the date the Agreement
is executed.

. Base Year Number of Employees means the number of employees reflected in

the owner’s application package.

Deferred Maintenance means improvements necessary for continued operations
which do not improve productivity or alter the process technology.

Economic Life means the number of years a property improvement is expected
to be in service in a facility.

Employee means a person whose employment is both permanent and fulltime,
who works for and is an employee of the Owner or an employee of a Contractor,
who works a minimum of 1,750 hours per year exclusively within the Zone, who
receives industry-standard benefits, and whose employment is reflected in the
Owner’s (and Contractor’s, if applicable) quarterly report filed with the Texas
Workforce Commission; but excluding any direct contract (seasonal, part-time,
and full-time equivalent).

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

Expansion means the addition of buildings, structures, fixed machinery or
equipment for purposes of increasing production capacity.



Modernization means a complete or partial demolition of facilities and the
complete or partial reconstruction or installation of a facility of similar expanded
production capacity. Modernization may result from the construction, alteration, or
installation of buildings, structures, or fixed machinery and equipment.
Modernization shall include improvements for the proposed purposes of increasing
productivity or updating the technology of fixed machinery or equipment, or both.

. Facility means property improvements completed or in the process of construction

which together comprise an integral whole.

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

. Regional Distribution Center Facility means buildings and structures, including

fixed machinery and equipment, used or to be used primarily to receive, store,
service or distribute goods or materials owned by the facility operator where a
majority of the goods are distributed to points at least 100 miles from any part of
Grimes County.

Regional Service Facility means buildings and structures, including fixed
machinery and equipment, used or to be used to service goods where a majority
of the goods being serviced originate at least 100 miles from any part of Grimes
County.

. Research Facility means building and structures, including fixed machinery and

equipment, used or to be used primarily for research or experimentation to improve
or develop new tangible goods or materials or to improve or develop the production
processes thereto.

Research and Development Facility means buildings and structures, including
fixed-in-place machinery and equipment, used or to be used primarily for research
or experimentation to improve or develop current technology in biomedicine,
electronics or pre-commercial emerging industries.

Other Basic Industry Facility means buildings and structures including fixed
machinery and equipment not elsewhere described, used or to be used for the
production of products or services.

ABATEMENT OR GRANT AUTHORIZED

A.

Tax Abatement

Authorized Facility. A facility may be eligible for abatement if it is a
Manufacturing Facility, Research Facility, Regional Distribution Center Facility,
Regional Service Facility, Research and Development Facility, or Other Basic
Industry.



Vi,

Vil.

Viii.

Creation of New Value. Abatement may only be granted for the additional
value of eligible real property (including fixed-in-place machinery and
equipment) listed in an abatement agreement between the County and the
property owner and/or lessee, subject to such limitations as Commissioners
Court and state law may require.

New and Existing Facilities. Abatement may be granted for new facilities and
improvements to existing facilities for purposes of Expansion or Modernization.

Eligible Property. Abatement may be extended to the value of buildings,
structures, fixed machinery and equipment, site improvements plus ancillary
fixed improvements necessary to the operation and administration of the
facility.

Ineligible Property. The following types of property shall be fully taxable and
ineligible for abatement: land; inventories; supplies; tools: office furnishings and
equipment, mobile equipment, and other forms of movable personal property;
vehicles; vessels; aircraft; single family housing; multi-family housing; hotel and
motel accommodations; local, regional or national entertainment centers, retail
businesses; solar power facilities devoted to production of energy; wind power
facilities devoted to production of energy; deferred maintenance investments:
and property with an economic life of less than 15 years.

Owned/Leased Facilities. If a leased facility is granted abatement the
agreement shall be executed with the lessor and the lessee. Abatements may
be granted on leasehold interests in taxable or exempt property.

Term of Abatement. A tax abatement shall be granted in accordance with the
terms of a Tax Abatement Agreement and may begin either on January 1st
immediately following the date of execution of the agreement or the owner and
the taxing unit may agree to defer the commencement of the abatement period
until a January 1 date that is subsequent to the date the agreement is entered
into, except that the duration of an abatement period may not exceed 10 years.
While state law permits an abatement period up to 10 years, the county prefers
and encourages abatements of a shorter period, generally five years on the
following schedule: Year 1, 90-100%; Year 2, 70-80%: Year 3, 50-60%: Year
4, 30-40%; and Year 5, 10-20%. The term of abatement and the amount of
value abated each year of the term may vary depending on the overall nature
and character of the proposed project.

Basic Qualifications for Tax Abatement. To be eligible for tax abatement the
planned improvements must meet the following basic qualifications:

1. The abatement must contribute to the retention or expansion of primary
employment and attract major investment that will contribute to the
economic development of the county.




























































































































































