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To: Williamson County Emergency Services District #3
Attn: Todd Robison, President
esd3president@huttofirerescue.org
Attn: Henry Gideon, Secretary
esdsecretary(@huttofirerescue.org

To: Commissioner Russ Boles
Williamson County Commissioner Precinct Four
Comm-PCT4@wilco.org
Attn: Steven Snell, Williamson County Judge
ctyjudge@wilcotx.gov

Subject: Allocation of Sales Tax Revenue between Williamson County Emergency Services
District No. 3 and the City of Hutto and Fire Protection Services

Purpose

The purpose of this memorandum is to summarize potential paths forward following the City
Council's discussion at its meeting held on Thursday, August 6, 2026, concerning the provision of
fire protection and emergency services and the existing Interlocal Agreement for the Allocation of
Sales Tax Revenue (“ILA”) between the City of Hutto and Williamson County Emergency
Services District No. 3 ("ESD #3").

The City recognizes the importance of maintaining reliable, high-quality fire protection and
emergency services for the Hutto community and appreciates the partnership between the City and
ESD #3. The City also recognizes that the current ILA and the respective organizational and
financial structures of the City and ESD #3 warrant consideration as the community continues to
grow.

Based upon the City Council's discussion, the City would like to present three potential options
for consideration and further discussion with ESD #3. Each option would require the development
and execution of appropriate legal documents and, where applicable, action by Williamson County
and/or the voters.
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Options

Option 1 — Request for Election to Establish an 80/20 Sales Tax Allocation

Under the first option, the City requests ESD #3 Board to pursue the process through Williamson
County to call an election asking the voters to authorize an allocation of the applicable sales tax
revenue between the City and ESD #3 on an 80/20 basis.

Under this approach:

1. ESD #3 would request that Williamson County initiate the necessary process to call an
election concerning the proposed 80/20 sales tax allocation.

2. The proposed allocation would provide 80% of the applicable sales tax revenue to the City
of Hutto and 20% to ESD #3, subject to confirmation of the legally available sales tax
structure and receipt of all required governmental approvals throughout the ESD #3 service
area.

3. The parties would continue to operate under the existing ILA unless and until results of the
proposed vote are produced.

4. This option would allow the voters to determine whether the proposed revenue allocation
should be implemented.

This option would preserve the existing structure for the provision of fire protection and
emergency services while providing a different allocation of the applicable sales tax revenue.

Option 2 — Transition of Fire Services into the City of Hutto

Under the second option, the City and ESD #3 would negotiate and enter into a new interlocal
agreement that would terminate and replace the existing Interlocal Agreement and establish a
transition of the current fire protection and emergency services into the City of Hutto's operational
organizational structure and budget.

Under this approach:

1. The existing ILA would be terminated and replaced by a new agreement establishing the
framework for the transition.

2. The fire services function would be incorporated into the City's organizational structure
and municipal budget.

3. ESD #3 will transition into a financial pass-through agent for the City.
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4. The parties would establish a mutually agreeable transition period addressing personnel,
equipment, facilities, contracts, assets, liabilities, records, operational responsibilities, and
other matters necessary to facilitate an orderly transition.

5. The parties would coordinate with the appropriate governmental entities regarding any
required statutory, regulatory, financial, or administrative actions.

6. The new agreement would establish an orderly process for transitioning responsibility
while minimizing disruption to residents, businesses, emergency responders, and the
community.

7. The City would assume ongoing responsibility for budgeting and operational oversight of
the fire services following completion of the transition, consistent with the terms of the
new agreement and applicable law.
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This option would represent a fundamental change from the existing service-delivery model by
placing fire protection and emergency services within the City's operational organizational
structure and budget.

Option 3 — 80/20 Sales Tax Allocation with Thirty-Year Agreement and City Commitment
Regarding Fire Department

Under the third option, the City and ESD #3 would negotiate and enter into a new interlocal
agreement that would terminate and replace the existing Interlocal Agreement, establish an
80/20 allocation of the applicable sales tax revenue, and provide for a thirty (30) calendar year
term.

As part of this option, the City would agree to discontinue its current actions toward establishing
a City-operated fire department for the duration of the agreement.

Under this approach:

1. The existing ILA would be terminated and replaced with a new Interlocal Agreement.
The new agreement would provide for an 80% allocation of the applicable sales tax
revenue to the City of Hutto and 20% to ESD #3, subject to confirmation of the legally
available sales tax structure and all required governmental approvals.

The new agreement would have a term of thirty (30) calendar years.

4. In consideration of the long-term agreement and the agreed-upon revenue allocation, the
City would agree to cease its current actions to establish a City-operated fire
department during the term of the agreement.

5. ESD #3 would continue to provide fire protection and emergency services to the City
pursuant to the terms, performance standards, and other requirements established in the
replacement agreement.

6. The parties would establish appropriate provisions governing amendment, renewal,
default, termination, and other circumstances that may arise during the thirty-year term.

[98)
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Next Steps

The three options outlined above are presented for consideration and discussion between the City
and ESD #3. The City recognizes that each option presents different legal, financial, operational,
and policy considerations and that additional analysis and negotiation would be necessary before
any option could be formally presented for approval.

The City's objective is to identify a sustainable, fiscally responsible, and mutually acceptable
structure for the continued provision of high-quality fire protection and emergency services to the
Hutto community.

The City appreciates ESD #3's continued service to the community and looks forward to working
collaboratively toward a long-term solution.

/(Z)OVV/

Jan sR Ea,tf CEB‘I

City Manager
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THE STATE OF TEXAS

§
§ KNOW ALL BY THESE PRESENTS:
COUNTY OF WILLIAMSON §

INTERLOCAL AGREEMENT FOR
FIRE PROTECTION AND EMERGENCY SERVICES
BETWEEN THE CITY OF HUTTO, TEXAS AND
WILLIAMSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

This Interlocal Agreement (the "Agreement") is made and entered into by and between the
CITY OF HUTTO, TEXAS (the "City"), a home-rule municipal corporation of the State of
Texas, and WILLIAMSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3 (the
"District"), a political subdivision of the State of Texas. The City and the District are herein
referred to as "the Parties."

WHEREAS, Texas Health and Safety Code, Chapter 775, Section 775.03 1(a)(9), Section
775.033, and other applicable law, authorizes the District to enter into contracts with municipalities
or other entities for making emergency services available to the City; and

WHEREAS, Texas Government Code, Chapter 791, Texas Interlocal Cooperation Act,
Sections 791.003(3)(8), and 791.003(4)(A) allow local governments, including special districts, to
contract with one another to perform governmental functions and services, including fire
protection; and

WHEREAS, the Board of Emergency Services Commissioners of the District desires to
contract with the City to provide certain fire protection and emergency services to the residences
and businesses located within the confines of the Williamson County Emergency Services District
No. 3; and

WHEREAS, entry into this Agreement would be mutually beneficial and not detrimental
to the City; and

WHEREAS, entry into this Agreement would be mutually beneficial and not detrimental
to the District:

NOW, THEREFORE, for and in consideration of the mutual covenants and agreements
contained herein, the Parties agree as follows:

L
PURPOSE

The purpose of this Agreement is to provide for certain fire protection, emergency medical
first responder services, and other enumerated related services to the residences and businesses
located within the Designated Service Area not served by other contracted service providers of the
District. Exhibit "A," attached hereto and incorporated herein by reference for all purposes, shall
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describe and establish the Designated Area with Williamson County Emergency Services District
No. 3 for which the City, by virtue of this Agreement, has primary responsibility for the provision
of services as defined herein and in attachments hereto.

II.
DEFINITIONS

For purposes of this Agreement, the following terms shall have the meanings set forth
herein:

Designated Service Area: Hutto City limits, future annexed areas, extraterritorial
jurisdiction, and limited-purpose annexation areas.

EMS Services: Emergency medical first responder services pursuant to the Williamson
County Emergency Medical Services First Responder program.

Fire Services: Fire suppression, prevention of fire spread, hazardous materials control,
rescue, and other emergency services to the public as necessary and as dispatched.

1.
TERM
The term of this Agreement shall be from , 2026 through ---
,2031 ("Initial Term"), unless otherwise terminated hereunder, or if a new agreement is

entered into by the Parties hereto, this Agreement shall automatically renew after the Initial Term
for successive five (5) year terms or one (1) year terms. It is understood and expressly agreed that
the Parties cannot commit funds for any future fiscal year after the Initial Term, and that this
Agreement does not commit the Parties to commit funds for future fiscal years.

Iv.
OBLIGATIONS OF THE CITY

The City shall provide the Fire Services and EMS Services set forth herein to the District
on a 24-hour per day, 7-day per week basis, such services being provided at the level of response
and in the same manner they do to the City, except to the extent modified in writing by the Parties.
In addition, City shall enter into mutual aid and other agreements between all entities contracting
with the District on terms acceptable to the City to provide emergency services to ensure
appropriate response for all incidents to which the City is dispatched hereunder.

V.
OBLIGATIONS OF THE DISTRICT

The District shall pay the City, in return for and in consideration of the services and
agreements contained herein, the following:
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Compensation paid by the District for the services provided by the City shall be calculated
as follows:

For the Designated Area and excluding Excluded Areas:

A. The District will pay 0.9000 (90%) of the net tax revenues received from
Williamson County Tax Assessor's Collector's office. The net tax revenues are
the net proceeds from the District’s approved tax rate (less any exemptions).
Net tax includes prior year delinquent collections.

B. The District will pay 100 % of the Ad Valorem Tax received by the District.

The total amount shall be sent in three (3) annual payments. Payment dates are February
15, May 15, and Aug 15 (if the date falls on a weekend or holiday, payment shall be provided on
the next business day). From the date a payment becomes due, the District shall have thirty (30)
days in which to pay same, subject to applicable law.

Pass-Through of Designated Funds:

The Parties expressly acknowledge and agree that collection rates and total taxable values
can and do vary from time to time. Funds collected by the District above the compensation rates
delineated in this Agreement, such funds being designated by the District for emergency services,
shall be passed through to the City in the manner established in this Agreement. Such funds shall
be allocated to the service providers on a pro-rated basis within sixty (60) days of each of the end
of the District's fiscal years. The audited financial statements and budget of the District shall be
made available, upon request, to the service providers in order to support the year-end funds
distribution.

All payments due and owing at any time by the District to the City by ACH or at the City
of Hutto's preference by mail to the following address: Attention: Chief Financial Officer, City of
Hutto, 500 W. Live Oak Street, Hutto, Texas 78634.

The District, in making all payments pursuant to this Agreement for governmental
functions and services, shall make such payments from current revenues of the District. All
payments made hereunder shall be for maintenance and operations only, and pursuant to Texas
Health and Safety Code Section 775.073, the District shall obtain no ownership interest in the
City's real or personal property, unless agreed to in writing by the Parties.

VI
BUILDINGS, EQUIPMENT AND PERSONNEL

The City shall provide an Appraisal of Firestation Assets by using the cost approach bases
value on what it would cost to replace the building (improvement) or equipment with one of equal
utility, taking into debt service payments and reserves for the building or equipment.

The City shall be responsible for provision of all necessary equipment, including
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firefighting equipment, and personnel, including benefits listed on Exhibit “B” necessary to
accomplish the services, in accordance with Exhibit “C” required hereunder, unless otherwise
agreed to in writing by the Parties hereto.

The City shall remain responsible for registration, licensing, inspection, repair,
maintenance, and operation of such equipment, and for any damages, injuries, or deaths resulting
from the use of such equipment, including motor vehicles. Further, the City shall remain
responsible for the payment of all salaries, benefits, insurance or other funds necessary for the
personnel who provide services hereunder, as well as the certification, licensing, or other actions
required by any governmental or regulatory authority, specifically including but not limited to the
Texas Commission on Fire Protection and/or the Texas Department of State Health Services, for
the services provided hereunder.

The Parties expressly acknowledge and agree that the District shall not accrue or acquire
any equity or ownership interest in any such City equipment or personnel, and the City shall not
accrue or acquire any equity or ownership interest in the District's property.

The Parties expressly acknowledge and agree that nothing in this Agreement shall be
construed so as to make a Party a partner, joint venturer, joint investor, or insurer of the other Party
or its operations hereunder.

VII.
REPORTS

The City shall use reasonable efforts to maintain accurate run reports of each incident to
which it responds within its Designated Area hereunder. Such reports, or a summary thereof, shall
be provided to the District within twenty (20) days of request and at each Regular Meeting of the
District's Board of Emergency Services Commissioners.

The City shall provide a monthly report to the District detailing numbers and types of
responses to which the City responded within the Designated Area during the previous month and
any other pertinent information related to the City's performance under this Agreement.

Anticipating possible subsequent yearly service by the City to the District, the Parties agree
to meet during the term hereof to discuss growth projections for the Designated Area.

VIII.
LIABILITY

The Parties expressly acknowledge and agree that the District has no power to control or
supervise the manner and means chosen by the City to carry out the services specified in this
Agreement, and that the District shall have no liability for any intentional or negligent acts or
omissions of the City or its Fire Department. To the extent authorized by law, the City further
agrees to indemnify the District for any loss or expense (including but not limited to attorney's
fees) incurred as a result of any claim against the District by any person or entity, should such
claim be based upon any intentional or negligent act or omission by the City which is not related
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to the provision of the services specified in this Agreement. Specifically citing Texas Government
Code Section 791.006(a-1), to the extent authorized by law, the City shall fully indemnify and hold
the District, as well as its commissioners, officials, agents, volunteers, and employees, harmless
from any and all civil liability or other claims of any type or nature whatsoever, specifically
including but not limited to negligence, gross negligence, or intentional acts or omissions, and all
attorney's fees and related costs, made on account of any loss or damages through personal injuries,
deaths, property, or other damages, arising directly or indirectly out of the negligence, gross
negligence, or the intentional acts or omissions of the City or its officials, agents, employees, or
representatives, in performing the services required under this Agreement. The City is solely
responsible for the acts or omissions of its officials, agents, employees, or representatives in
performing the services required under this agreement, and the assignment of liability is intended
to be different than liability otherwise assigned under Section 791.006(a), Texas Government
Code.

The Parties expressly agree that, in the execution of this Agreement, neither Party waives,
nor shall be deemed hereby to waive, any immunity or defense that would otherwise be available
to it against claims arising in the exercise of its powers or functions or pursuant to the Texas Tort
Claims Act or other applicable statutes, laws, rules, or regulations.

IX.
TERMINATION; DEFAULT

Termination. Either Party has the right to terminate this Agreement, in whole or in part,
60 for convenience and without cause, at any time upon one hundred eighty (180) days written
notice to the other Party. Upon termination, each Party shall immediately return to the other Party
any real or personal property that Party may have of the other Party. Termination under this section
shall not relieve the District of its obligation to pay for services which occurred prior to
termination, on a pro-rated basis to the date of termination, subject to applicable law.

Default by the Parties. In the event of default by either of the Parties, the non-defaulting
Party has the right to terminate this Agreement, in whole or in part, for cause, if the non-defaulting
Party provides the defaulting Party with written notice of such default and the defaulting Party
fails to cure such default to the satisfaction of the non-defaulting Party within sixty (60) business
days of receipt of such notice (or a greater time if permitted by the non-defaulting Party). The
termination of this Agreement for default shall extinguish all rights, duties, and obligations of the
Parties to each other hereunder. Termination under this section shall not relieve the District of its
obligation to pay for services which occurred prior to termination, on a pro-rated basis to the date
of termination. The allegation of default shall not relieve either Party from its respective
obligations hereunder until such time as this Agreement has been actually terminated as set forth
herein, and such obligations shall survive the termination of this Agreement.
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X.
NOTICE

All notices, demands and requests, including invoices which may be given or which are
required to be given by either Party to the other, and any exercise of a right of termination provided
by this Agreement, shall be in writing and shall be deemed effective when: (i) personally delivered
to the intended recipient; (i1) three (3) days after being sent, by certified or registered mail, return
receipt requested, addressed to the intended recipient at the address specified below; (iii) delivered
in person to the address set forth below for the Party to whom the notice was given; (iv) deposited
into the custody of a recognized overnight delivery service such as Federal Express Corporation,
Emery, or Lone Star Overnight, addressed to such Party at the address specified below; or (v) sent
by facsimile, telegram or email, provided that receipt for such facsimile, telegram or email is
verified by the sender and followed by a notice sent in accordance with one of the other provisions
set forth above. For purposes of this section, the addresses of the Parties for all notices are as
follows (unless changed by similar notice in writing given by the particular person whose address
is to be changed):

City of Hutto

City Manager James Earp or successor
500 W. Live Oak Street

Hutto, Texas 78634
James.Earp@HuttoTX.gov

and to:

City Attorney Dorothy Palumbo
c/o Alan Bojorquez

Bojorquez Law Firm, P.C.

11675 Jollyville Rd Suite 300
Austin, Texas 78759
dottie@texasmunicipallawyers.com

Williamson County Emergency Services District No. 3

President Todd Robison or successor

Williamson County Emergency Services District No.
501 Exchange

Hutto, Texas 78634

[Email]

and to:

Secretary Henry Gideon or successor
Williamson County Emergency Services District No. 3
501 Exchange
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Hutto, Texas 78634
[Email]

and to:

John Carlton

Carlton Law Firm

4301 Westbank Drive, Suite B-130
Austin, Texas 78746
john@carltonlawaustin.com

XI.
DISPUTE RESOLUTION

If a dispute arises under this Agreement, the Parties agree to first try to resolve the dispute
by referring same to the City Manager of Hutto and to the President of Williamson County
Emergency Services District No. 3. The Parties hereby expressly agree that no claims or disputes
between the Parties arising out of or relating to this Agreement or a breach thereof shall be decided
by any arbitration proceeding, including without limitation, any proceeding under the Federal
Arbitration Act (9 USC Section 1-14) or any applicable state arbitration statute, unless arbitration
is required pursuant to Texas Health & Safety Code Section 775.0221 for removing territory from
an emergency services district.

XII.
MISCELLANEOUS PROVISIONS

No Third-Party Beneficiaries. No term or provision of this Agreement is intended to, or
shall, create any rights in any person, firm, corporation, or other entity not a party hereto, and no
such person or entity shall have any cause of action hereunder.

No Other Relationship. No term or provision in this Agreement is intended to create a
partnership, joint venture, or agency arrangement between and of the Parties.

Current Revenues. Pursuant to Section 791.011(d)(3) of the Texas Government Code,
each Party performing services or furnishing aid pursuant to this Agreement shall do so with funds
available from current revenues of the Party. No Party shall have any liability for the failure to
expend funds to provide aid hereunder.

No Waiver of Defenses. No Party to this Agreement waives or relinquishes any immunity
or defense on behalf of itself, its officers, employees, and agents as a result of the execution of this
Agreement and the performance of the covenants contained within.

Amendment. Amendment of this Agreement may only be by mutual written consent of
the Parties.
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Governing L.aw and Venue. The Parties agree that this Agreement and all disputes arising
thereunder shall be governed by the laws of the State of Texas, and that exclusive venue for any
action arising under this Agreement shall be in Williamson County, Texas.

Force Majeure. Notwithstanding any other provisions of this Agreement to the contrary,
no failure, delay or default in performance of any obligation hereunder shall constitute an event of
default or a breach of this Agreement if such failure to perform, delay or default arises out of
causes beyond the control and without the fault or negligence of the Party otherwise chargeable
with failure, delay or default; including but not limited to acts of God, acts of public enemy, civil
war, insurrection, riots, fires, floods, explosion, theft, earthquakes, natural disasters or other
casualties, strikes or other labor troubles, which in any way restrict the performance under this
Agreement by the Parties.

Entire Agreement. This Agreement constitutes the entire agreement of the Parties
regarding the subject matter contained herein. The Parties may not modify or amend this
Agreement, except by written agreement approved by the governing bodies of each Party and duly
executed by both Parties.

Approval. This Agreement has been duly and properly approved by each Party's governing
body and constitutes a binding obligation on each Party.

Assignment. Except as otherwise provided in this Agreement, a Party may not assign this
Agreement or subcontract the performance of services without first obtaining the written consent
of the other Party.

Non-Appropriation_and Fiscal Funding. The obligations of the Parties under this
Agreement do not constitute a general obligation or indebtedness of either Party for which such
Party is obligated to levy, pledge, or collect any form of taxation, and such obligations may be
terminated at the end of a Party's fiscal year if the governing body of such Party does not
appropriate sufficient funds to continue the services provided under this Agreement.

Non-Waiver. A Party's failure or delay to exercise a right or remedy does not constitute a
waiver of the right or remedy. An exercise of a right or remedy under this Agreement does not
preclude the exercise of another right or remedy. Rights and remedies under this Agreement are
cumulative and are not exclusive of other rights or remedies provided by law.

Paragraph Headings. The various paragraph headings are inserted for convenience of
reference only, and shall not affect the meaning or interpretation of this Agreement or any section
thereof.

Severability. The Parties agree that in the event any provision of this Agreement is
declared invalid by a court of competent jurisdiction that part of the Agreement is severable and
the decree shall not affect the remainder of the Agreement. The remainder of the Agreement shall
be and continue in full force and effect.

Open Meetings Act. The Parties hereby represent and affirm that this Agreement was
adopted in an open meeting held in compliance with the Texas Open Meetings Act (Tex. Gov.
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Code, Ch. 551), as amended.

Counterparts. This Agreement may be executed in multiple counterparts which, when
taken together, shall be considered as one original.

Effective Date. This Agreement is made to be effective on the latest date accompanying
the signatures below.

[REST OF PAGE INTENTIONALLY LEFT BLANK]
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APPROVED by the City Council, City of Hutto, Texas, in its meeting held on the
day of , 2026, and executed by its authorized representative.

CITY OF HUTTO, TEXAS

James Earp, City Manager

ATTEST:

Laura Hallmark, City Secretary

APPROVED by the Board of Directors of the Williamson County Emergency Services
District No. 3, in its meeting held on the day of , 2026, and executed
by its authorized representative.

WILLIAMSON COUNTY
EMERGENCY SERVICES DISTRICT
NO. 3

Todd Robison, Board President

ATTEST:

Henry Gideon, Board Secretary



AMENDMENT TO THE INTERLOCAL AGREEMENT

FOR THE ALLOCATION OF SALES TAX REVENUE BETWEEN
WILLIAMSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3
AND THE CITY OF HUTTO, TEXAS

STATE OF TEXAS §

wn

COUNTY OF WILLIAMSON §

THIS AMENDMENT TO THE INTERLOCAL AGREEMENT, dated May 7,
2026 (the “Agreement”), is made and entered into as of the  day of August, 2026, (the
Effective Date”), by and between THE CITY OF HUTTO, TEXAS (“City”), a body politic
and corporate and municipal corporation of the State of Texas, and WILLIAMSON COUNTY
EMERGENCY SERVICES DISTRICT NO. 3 (“WCESD No. 3”) a political subdivision of the
State of Texas, to be effective only as set forth herein. The City and WCESD No. 3 are
individually referred to as a Party and collectively referred to as the Parties.

WHEREAS, the City has been created, established, organized, and exists as a home-
rule municipal corporation under the laws of the State of Texas; and

WHEREAS, WCESD No. 3 exists and operates under the authority of Article III,
Section 48 of the Texas Constitution and Chapter 775 of the Texas Health and Safety Code
(“H&S Code”); and

WHEREAS, the City has, among its powers, the powers of annexation and imposing
of a local sales and use tax within its jurisdiction subject to all applicable provisions of the
Texas Tax Code and other applicable laws; and

WHEREAS, WCESD No. 3 has, among its powers, the powers of annexation and
imposing of a local sales and use tax within its jurisdiction, subject to all applicable provisions
of the Texas Tax Code, Chapter 775 of the H&S Code, and other applicable laws; and

WHEREAS, WCESD No. 3 has the power, pursuant to law, to enter into and
perform necessary contracts, impose, and collect taxes as provided by Chapter 775 of the H&S
Code, and enter into sales tax sharing agreements pursuant to H&S Code § 775.0754; and

WHEREAS, the City and WCESD No. 3 have overlapping boundaries; and

WHEREAS, the City’s corporate limits are located wholly within the boundary of
WCESD No. 3, and portions of the City’s ETJ are also within WCESD No. 3; and

WHEREAS, the City currently imposes a two percent (2%) local sales and use tax
within the City limits; and

Amendment to the Interlocal Agreement for Sales Tax Sharing between
Williamson County ESD No. 3 and City of Hutto Page 1 of 6



WHEREAS, WCESD No. 3 currently imposes the maximum two percent (2%) local
sales and use tax within its jurisdiction that does not include the City limits; and

WHEREAS, pursuant to Section 321.102 of the Texas Tax Code, if the City annexes
for full purposes territory contained within WCESD No. 3, the local sales and use tax imposed
by WCESD No. 3 remains allocated to WCESD No. 3 and is not allocated by the Texas
Comptroller to the City; and

WHEREAS, pursuant to Chapter 775.022, the City has the right to develop their own
fire department but will forego that option so long as this agreement is effective.

WHEREAS, the City and WCESD No. 3 desire to allocate the local sales and use tax
to City, as provided in this Agreement, eighty percent (80%) of the District’s local sales and use
tax revenues collected within certain areas annexed for full purposes by the City after the
Effective Date of this Agreement in and apply this allocation to properties annexed after
January 1, 2016 and going forward.

WHEREAS, the Parties hereby find and determine that securing additional sales tax
revenue upon full purpose annexation of areas for the City will enhance the City’s ability to
provide services, foster development to such areas, assist with construction of capital
improvement projects, and provide funding for street repair and maintenance and water system
improvements for fire flow within the ETJ, consistent with Fire Code requirements benefiting
WCESD No. 3; and

WHEREAS, the Parties find that the Interlocal Cooperation Act, Chapter 791 of the
Texas Government Code (the “Interlocal Act”), provides authorization for any local
government to contract with one or more other local governments to perform governmental
functions and services under the terms of the Interlocal Act and funding thereunder; and

WHEREAS, the City and WCESD No. 3 jointly find that each are local governments
and taxing units as provided under the Interlocal Act and other applicable law, and the
agreements and provisions herein relate to the respective government functions of each; and

NOW THEREFORE, FOR AND IN CONSIDERATION of the mutual covenants
and conditions hereinafter set forth, and other good and valuable consideration, the City and
WCESD No. 3 agree as follows:

SECTION 1. The foregoing recitals are hereby found to be true and correct and
adopted by the Parties and made a part hereof for all purposes.

SECTION 2. the WCESD No. 3 and the City agree to the following terms for the
Agreement:

Amendment to the Interlocal Agreement for Sales Tax Sharing between
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(a) After the Effective Date of this Agreement, WCESD No. 3 shall allocate to the City
on a monthly basis 80 percent (80%) of WCESD No. 3’s local sales and use tax
revenue actually received in hand by the Texas Comptroller for all properties within
the City Limits annexed on or after January 1, 2016 and for any future Land
annexed by the City for full purposes after the Effective Date of this Agreement,
excluding any fees, deductions, or re-allocations imposed by the Texas
Comptroller, attributable to the eighty percent (80%) and derived from Annexed
Property only (“City Allocation””). WCESD No. 3 shall retain the remaining 20
percent (20%) for its sole use (“District Allocation™) for the term as provided in Section
4. For purposes of this Agreement, Land means any parcels of land, regardless of
size or the presence of improvements;

(b) The City shall notify WCESD No. 3 and the Comptroller of all future annexations
of property within WCESD No. 3 boundaries within 30 days of the effective date
of annexation. It is agreed and understood that neither the Comptroller nor WCESD
No. 3 has any duty or obligation to pay to the City any funds under this Agreement
until such time as this written notice of annexation by the City has been received
by the WCESD No. 3 and the Comptroller; should the city fail to notify per this
paragraph, the affected property will become subject to this agreement upon
notification;

(c) The City shall use sales tax revenue received under this Agreement for any allowed
uses permitted by law.

SECTION 3. Payment of City allocation: It is the understanding of the Parties that the
State Comptroller shall, upon being provided with a copy of this Agreement and notification
of an annexation by the City, allocate the sales and use tax receipts for the Annexed Properties
and any future annexed Land in accordance with Section 2 above. So long as the State
Comptroller continues to allocate the sales and use tax for the Annexed Properties, the District
and City will receive their respective sales and use tax allocations derived from the Annexed
Property pursuant to the schedule set by the State Comptroller.

SECTION 4. The term of this Agreement shall be for thirty (30) years from the
Effective Date, hereof, and, except as specifically provided herein, neither of the Parties shall
have any further obligation or liability to the other party herein and upon the expiration of said
thirty (30) year set forth above, unless terminated by mutual agreement, this Agreement shall
automatically extend upon each new economic development agreement entered into by the
City for the number of years to maintain a 30 year term.

SECTION 8. It shall be an Event of Default by either Party if such Party shall breach
any material covenant, obligation, representation, or warranty of such Party under this
Agreement, which breach remains uncured for a period of thirty (30) Days after written notice
from the non-breaching Party of the existence of such breach; provided, that the non-breaching
Party shall extend the cure period for any such breach (and thus no Event of Default shall
occur) if the nature of the default is such that it cannot reasonably be remedied within such
thirty (30) Day period, and the breaching Party has diligently commenced corrective action
within such thirty (30) Day period and is diligently pursuing such correction thereafter.
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If an Event of Default has occurred and is continuing, the non-defaulting Party shall be entitled
to the following remedies, which shall be cumulative:

(a) specific performance;

(b) any other remedies permitted at law or in equity, including damages.

SECTION 6. This Agreement is intended for the benefit of the named Parties only, and
is not intended to benefit any other person, either directly or indirectly, including members of
the public. Nothing in the Agreement shall be construed to create a partnership or other type
of joint enterprise, the sole intent being to create a contractual relationship between the Parties.
By entering into this Agreement, WCESD No. 3 and the City agree that each Party paying for
the performance of governmental functions or services hereunder must make the payments
called for herein from current revenues available to the paying party

SECTION 7. Nothing in this Agreement is intended to expand any liability that any
Party to this Agreement may have to any other person other than a named Party to this
Agreement.

SECTION 8. The validity, interpretation, and performance of this Agreement shall be
governed by the laws of the State of Texas.

SECTION 9. Any suit brought to enforce, interpret, or receive damages under any
provision of this Agreement shall be brought in state court in Williamson County, Texas.

SECTION 10. Neither this Agreement nor any term or provision of this Agreement,
may be changed, waived, discharged, amended, or modified orally, or in any other manner than
by an instrument in writing duly authorized and signed by all the Parties.

SECTION 11. This Agreement is not assignable by any Party without the prior written
consent of the other Party.

SECTION 12. To the extent permitted by applicable law and subject to appropriate
appropriation by a party hereto, and notwithstanding the provisions of the Texas
Government Code, the Texas Local Government Code, or other applicable statue, law, rule, or
regulation, and unless prohibited by Texas law, each Party shall defend, indemnify, and hold
harmless the other Parties and its officers, agents, employees and representatives from any and
all losses, liability, damages, claims, suits, actions and administrative proceedings, and
demands and all expenditures and cost relating to acts or omissions of the indemnitor, its
officers, agents or employees arising out of or incidental to the performance of any of the
provisions of this Agreement. No Party assumes liability for the acts or omissions of persons
other than each Party’s respective officers, agents, or employees. This indemnification clause
shall survive termination of this Agreement.

SECTION 13. By entering into this Agreement, neither Party waives any of the rights,
immunities, or defenses provided by the Texas Government Code, the Texas Local
Government Code, other applicable provisions of law, or the common law. This Agreement is
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not intended to confer any legal rights or benefits on any person or entity other than the Parties
of this Agreement. However, during the term of this Agreement, the City of Hutto shall not
remove of territory as allowed by Chapter 775.022. Furthermore, the City of Hutto shall not
pursue a petition or vote to change the sales tax allocation as allowed by law.

SECTION 14. All notices hereunder shall be sent certified mail, return receipt

requested, to the addresses set forth below the signatures of the Parties to this Agreement.
Notices are deemed given and completed upon deposit in the United States Mail. Either Party
may change its address by providing 10 days’ written notice of such change to the other Party
in the manner provided for above. A party hereto may change the addresses set forth below for
notices upon written notice as provided for herein.

To City

With a copy to:

To District, at:

With a copy to:

City of Hutto
City Manager
500 Live Oak Street
Hutto, Texas 78634

Dorothy Palumbo

Bojorquez Law Firm, PC

11675 Jollyville Road, Suite 300
Austin, Texas 78759

Todd Robison, Board President (or successor) and
Scott Kerwood, Fire Chief (or successor)

Williamson County Emergency Services District No. 3
501 Exchange Blvd., PO Box 175

Hutto, Texas 78634

John Carlton

The Carlton Law Firm, P.L.L.C.
4301 Westbank Drive, Suite B-130
Austin, Texas 78746

SECTION 15. This Agreement may be simultaneously executed in several counterparts,
each of which are to be an original and all of which shall constitute but one and the same

instrument.

[Remainder of the Page Intentionally Left Blank]

[Signatures Follow on Next Page]
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IN WITNESS WHEREOF, this Agreement is hereby executed to be effective as of the

date set forth above.

WILLIAMSON COUNTY EMERGENCY SERVICES DISTRICT NO. 3

By:

Todd Robison, Board President Date

ATTEST:

By:
Henry Gideon, Board Secretary

CITY OF HUTTO, TEXAS

By:

James R. Earp, City Manager Date

ATTEST:

By:

Laura Hallmark, City Secretary
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