DEVELOPMENT AGREEMENT

THIS DEVELOPMENT AGREEMENT (this “Agreement”) is made and entered
into as of March 24, 2007, by and between the CITY OF NASSAU BAY, TEXAS, a
home rule municipality located in Harris County, Texas (the “City”), and GRIFFIN
PARTNERS NASSAU BAY, LP, a Texas limited partnership (the “Developer”).

RECITALS
A Capitalized terms used in these recitals are defined in Article I, below.
B, _The Developer is a real estate developer that, individually or through

related entities, has developed commercial properties in various areas throughout the
State of Texas

C The Developer has entered into a contract to acquire the Property
fronting on NASA Parkway across NASA Parkway from the primary entrance to the
NASA facility. In addition, the Developer intends to acquire and add to the Property
ot obtain permission to redevelop approximately 5 acres of adjacent rights-of-way and
publicly owned property. '

D. The Developer desites to cause the Property to be developed as a
mixed-use commercial development, which may include a hotel, office buildings,
residential units and retail development.

E. In performing its due diligence the Developer has determined that in
otder to make the Project economically viable, it will requize reimbursement of the
Reimbursement Amount

F. The City is very interested and desirous of promoting economic
development within its boundaries

G The City desires for the Property to be redeveloped as a catalyst to the
redevelopment of the surrounding area, particularly the waterfront.

H To achieve such results, the City desires to have the Pr operty acquired
and developed by the Developer, as set forth above. Ihe City intends to create a TIRZ

and desites to enter into this Agreement to provide economic development assistance
to the Developer and promote the redevelopment of the surrounding area.

I The Developer will initially pay or borrow funds from a commercial
lende: to pay the Project Costs to make the TIRZ Improvements and be reimbursed
the Reimbursement Amount from Tax Increment created by the Project or the

proceeds of TIRZ Bonds.

J The Property is blighted, undeveloped or underdeveloped and the
TIRZ is intended and needed to provide the financing and management tools to
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facilitate the development of the Project; therefore, it is understood that absent such
tools, the Project would not occur solely through private investment in the foreseeable
future, and would not consist of the high-quality, mixed-use development as
contemplated by the Parties, thereby denying the benefits to the City and the Project

as provided herein.

K The City, after due and careful consideration, has concluded that the
development of the Property as provided for herein will further the growth of the
City, improve the environment of the City, increase the assessed valuation within the
City, foster increased economic activity within the City, inciease employment
opportunities within the City, upgrade public infrastructure serving the Property, and
otherwise be in the best interests of the City by furthering the health, safety and
welfare of its 1esidents and taxpayers, and that entering into this Agreement is
necessary and convenient to implement the Plans and achieve their purposes.

L. The City desires to have the Developer undertake the development of the
Property to serve the needs of the City, to produce increased tax revenues for the
various taxing units authorized to levy taxes on real property within the 1IRZ, to
stimulate and induce the development of the TIRZ, and to finance the Project Costs,
using property tax increment revenues and the proceeds of the TIRZ Bonds, all in
accordance with the terms and provisions and this Agreement.

M. Pursuant to Chapter 380, the City has the power and authority to establish
and provide for the administration of programs, including programs for making loans
and grants of public money, to promote state or local economic development and to
stimulate business and commercial activity in the City.

N If the City is unable or unwilling to create the TIRZ, the City desires to
enter this Agreement to establish a program to reimburse the Developer the
Reimbursement Amount pursuant to Chapter 380,

O.  Under the terms of the Developer’s contract for the acquisition of the
Propeity, it will become necessary for the closing to occur prior to the time that the
TIRZ can be cieated. The Developer is not willing to proceed with the acquisition
unless the City makes assurances that the TIRZ will be created.

P. In an effort to provide the Developer with such assurances, on March 12,
2007, the City Council of the City approved the terms and authorized the execution of a
Memorandum of Undetstanding,.

Q.  As a further act of cooperation and support for the Project, the City has

gone to extraordinary lengths to negotiate, prepare, approve and authorize the
execution of this Agreement on a very short timeframe. As a result, there may be
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aspects of the development of the Project not encompassed by this Agreement and
further agreement may be necessary.

NOW, THEREFORE, in consideration of the foregoing, and of the mutual
covenants and agreements herein contained, and other good and valuable
consideration, the receipt and sufficient of which are hereby acknowledged, the parties

hereby agree as follows:

ARTICLEI

DEFINITIONS;
INCORPORATION OF RECITALS

1.1 Definitions. Capitalized terms used herein, including the recitals hereto,
shall have the meanings set forth in this section, unless otherwise defined, or unless the
context clearly requires another definition.

Architectural Review Committee means a committee established by the provisions
of the CCRs whereby site plans and improvement plans (excluding all public roadway
paving and all underground utilities) within the Property are required to be reviewed
by the committee and either approved ot rejected.

CCRs mean the Covenants, Conditions and Restrictions now or hereafter
recorded and encumbering the Property.

Chapter 380 means Chapter 380, Texas Local Government Code, which authorizes
the City to establish programs for making economic development grants.

City means the City of Nassau Bay, Texas, a home rule municipality located in
Harris County, Texas.

Developer means Griffin Partners Nassau Bay, LP, a Texas limited partnership, its
successors and assigns.

Developer Interest means interest on the advances made by the Developer to fund
(whether or not such funds are borrowed by the Developer from a commercial [ender)
the Project Costs of the TIRZ Improvements. Developer Interest shall accrue beginning
on the date funds are advanced until the date of reimbursement and shall be calculated
at a rate equal to the Developer’s actual cost of borrowing funds not to exceed the prime
rate of the City’s depository institution (currently Bank of America), unless increased as
described in Section 4.5(d). Interest shall be calculated on the basis of a year of 360 days
and the actual days elapsed (including the first day but excluding the last day)
occurring in the period for which such interest is payable, unless such calculation
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