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aNorpiNance  2015-06-11-0520

AUTHORIZING AN ECONOMIC DEVELOPMENT 380 GRANT
AGREEMENT WITH CYTOCENTRICS, INC. IN THE AMOUNT OF
$1,000,000.00.

WHEREAS, Cytocentrics, Inc. (“Cytocentrics”) manufactures and sells medical equipment to
conduct automated cell analysis (“patch clamping”) which is an emerging technology that
replaces current manual drug testing methods; and

WHEREAS, Cytocentrics has selected San Antonio to locate its domestic corporate
headquarters and has identified a temporary location at 18618 Tuscany Stone in City Council
District 9 for both research and manufacturing; and

WHEREAS, upon establishing a permanent location for a Facility, Cytocentrics will create at
least 300 full-time jobs paying an annual salary of no less than $44,408.00 and invest at
least $15,000,000.00 over 5 years (the “Project”); and

WHEREAS, Cytocentrics is seeking a Chapter 380 Economic Development Grant in the amount
of $1,000,000.00 to defer costs associated with undertaking and completing the Project; and

WHEREAS, pursuant to Chapter 380 of the Texas Local Government Code, the City of San
Antonio (the “City”) is authorized to establish and provide for the administration of one or more
programs, including programs for making grants of public money to promote state or local
economic development and to stimulate business and commercial activity in the municipality;
and

WHEREAS, in accordance with City Ordinance No. 100684, the City created an Economic
Development Program (the “Program”) for the purpose of making grants available for economic
development projects that the City finds will accomplish the purpose and goals of Chapter 380;
and

WHEREAS, the City finds that the goals of Chapter 380 will be met by assisting Cytocentrics

undertake and complete the Project and has identified economic development funds for use in
carrying out this purpose; NOW THEREFORE:

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF SAN ANTONIO:

SECTION 1. The terms and conditions of an Economic Development 380 Grant Agreement
with Cytocentrics, Inc.

SECTION 2. The City Manager or her designee is authorized to execute the Economic
Development 380 Grant Agreement with Cytocentrics, Inc. in accordance with the terms and
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conditions of this Ordinance. A copy of the Agreement, in substantially final form, is attached to
this Ordinance as Exhibit I. The final agreement shall be filed with this Ordinance upon
execution.

SECTION 3. Fuhding in the amount of $1,000,000.00 for this ordinance is available for Fund
29059000, Cost Center 1604010001 and General Ledger 5201040, as part of the Fiscal Year
2015 Budget.

SECTION 4. Payment not to exceed the budgeted amount is authorized to Cytocentrics, Inc.
and should be encumbered with a purchase order.

SECTION 5. The financial allocations in this Ordinance are subject to approval by the Director
of Finance, City of San Antonio. The Director of Finance may, subject to concurrence by the
City Manager or the City Manager’s designee, correct allocations to specific Cost Centers, WBS
Elements, Internal Orders, General Ledger Accounts, and Fund Numbers as necessary to carry
out the purpose of this Ordinance.

SECTION 6. This Ordinance shall become effective immediately upon its passage by eight (8)
votes or more and upon ten (10) days following its passage if approved by fewer than eight (8)

votes.
M A 3 O R

Ivy R. Taylor

PASSED AND APPROVED this 11" day of June, 2015.

ATTEST: APPROVED AS TO FORM:
~
Lyl
{cia M. Vlcek 4 Martl@a_ﬂr. Sepeda
City Clerk Acting City Attorney
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Agenda Item: 17
Date: 06/11/2015
Time: 10:28:10 AM
Vote Type: Motion to Approve
Description: An Ordinance approving an Economic Development Agreement with Cytocentrics, Inc. in the amount
of $1,000,000 for the creation of 300 high-wage jobs over 5 years and an investment of at least $15
million over 5 years. [Carlos Contreras, Assistant City Manager; Rene Dominguez, Director,
Economic Development]
Result: Passed
Voter Group P Not Yea Nay Abstain Motion Second
resent
Ivy R. Taylor Mayor X
Roberto C. Trevino District 1 X
Alan Warrick District 2 X
Rebecca Viagran District 3 X
Rey Saldafia District 4 X
Shirley Gonzales District 5 X
Ray Lopez District 6 X
Cris Medina District 7 X
Ron Nirenberg District 8 X
Joe Krier District 9 X X
Michael Gallagher District 10 X X

http://cosaweb/Votelnterface/Default.aspx 6/11/2015
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ECONOMIC DEVELOPMENT
GRANT AGREEMENT OF THE
CITY OF BAN ANTONIO

STATE OF TEXAS

T LI R

COUNTY OF BEXAR

This Economic Development Grant Agreement (hereinafier referred to as "this Agreement”) Is made and
entered into by and between the City of San Antonio, a municipal corporation of the State of Texas
{hereinafter referred to as "GRANTOR™), acting by and through its City Manager or her designee, and
Cytocentrics, Inc, a Delaware corporation (hercinafter referred to as “GRANTEE") and together referred

10 as the “Parties.

WHEREAS, pursuant to Chapter 380 of the Texas Local Government Code, GRANTOR is authorized 10
grant municipal funds to promote state or local economic development and (o stimulate bustness and
commercial activity in the municipality; and

WHEREAS, in accordance with City Ordinance No. 100684, GRANTOR created an economic
development program for the purpose of making such grants available; and

WHEHEAS, GRANTEE is engaged in an economic deve!opmmf roject that will be located within the
city limits of the City of San Antonio and will consist of establishing a Coz'puf'aw headquarters and
manufacturing opef‘ation investing not less than $15 million in real and personal property improvements
and creating not less than 300 new full-tie jobs by December 31, 2019 (the “Project”™); and

WHEREAS, once completed, the Project is expecied o result in the p omotion of %nca? econouiic
development and to stimulate business and commercial activity in the City of San Antonio; and

WHERFAS, GRANTEE is secking an economic development grant from GRANTOR for the purpose of
defraying costs associated with undertaking and completing the Project, and

WHEREAS, GRANTOR, to induce GRANTEE to undertake and complete the Project, has identified
funds available (o provide a grant to GRANTEE to be solely used for the Project; and

WHEREAS, the City Council of GRANTOR has authorized the GRANTOR s City Manager or her
designee to enter into this Agreement with GRANTEE in accordance with City Ordinance No.2015- -
- , passed and approved on __, 2015, to grant funds to support the Project.

NOW THEREFORE:

The Parties hercto severally and collectively agree, and by the execution hereof are bound, to the mutual
obligations herein contained and to the performance and accomplishment of the tasks hereinafter
described:

SECTION 1. AGREEMENT PURPOSE

The Project is anticipated to promote local economic development and to stimulate business and
commercial activity in the City of San Antonio in accordance with Chapter 380 of the Texas Local
Government Code. GRANTOR is supporting the Project through this Economic Development Program
Grant to provide funds to be used to defray costs of the Project. This economic incentive is being offered
io GRANTEE to promote investment and job creation in a targeted industry of GRANTOR.
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G. GRANTEE shall comply with all applicable federal, state and local laws and regulations, and shall

develop and operate the Project in accordance with the terms and conditions of this Agreement.
H. GRANTEE also covenants and agrees that it shall offer all of its non-temporary {ull-time employees

employed at the site of the Project access to a healtheare and benefits plan.

SECTION 3. ECONOMIC DEVELOPMENT PROCRAM GRANT AND RECAPTURE OF
FUNDS.

A. Ecopomic Development Program Grant, GRANTOR is providing GRANTEE with an Fconomic
Development Program Grant in the amount of ONE MILLION DOLLARS AND 0 CENTS
($1,000,600.00) (“Grant Funds’ ) The Grant Funds shall be used for the purpose of defraying costs
associated with the relocation and creation of Full-Time jobs in accordance with Section 2(A), (C) and

{D) above.

B, Grand ﬁés%&memem Following approval of this Agrecm@;}t by a duly authorized City Ordinance,
execution of the Agreement, and GRANTEE providing suf mem wi ateral to GRANTOR in an amount
equal to the tgm ments as described below, if applicable, a form acceptable to GRANTOR, the
GRANTOR will make the Grant Funds available to (jRAN'H;E n the manner set forth herein w :J“; the
initial payment being made available to GRANTEE upon the submission by GRANTEE of

354
e

documentation evidencing that it has relocated its corporate headquarters and manufacturing operations in
accordance with Section 24 above.

Upon confirmation by GRANTOR that GRANTEE has complied with Section 2 of this Agreement, then
GRANTOR shall make the Grant Funds available as follows:

1. Initial Payment. An iniiial paymem of FIVE HUNDRED THOUSAND DOLLARS AND O
CENTS ($500,000.00) will be disbursed by GRANTOR to GRAN’ EE upon the | ‘()Howmg
conditions: ay GRANTEE providng proof that it has complied with Section 2(C) above: b)
GRANTEE providing proof to GRANTOR of having obtained # license to operate in the State of
Texas and Ntabummﬁ its cozparam headquarters within the city limits of the Citv of San Antonio

prior to December 31, 2015; ¢) GRANTOR receiving confirmation that GRANTEE has donated
two {(2) CytoPatch 2 z‘naahlms to public or non-profit organizations approved by the City which
may include the Alamo Colleges, the University of Texas at San Antonio, or University of Texas
Health Science Center at San Antonio for training and ressarch purposes; d) GRAN Tri
providing proof t¢ GRANTOR that GRANTEE’s CEQ has established residency in the City of
San Antonio; and d) GRANTEE providing proof to GRANTOR of GRANTEE having secured
local matching investment in an amount of not less than $1,000,000.00.

2. Second Payment. No sooner than January 1, 2018, GRANTEE may seck a se ond payment of
ONE HUNDRED TWENTY-FIVE THOUSAND DOLLARS AND 0 CENTS ($125,000.00)
upon: a) GRANTEE providing proof to GRANTOR that, in addition to mmplymg, wnh Section
2(C) above, it created an additional fifteen (15) Full-Time Jobs prior to December 31, 2016 for a

cumulative total of thirty (30) Full-Time Jobs at the Project Site; by GRANTEE providing proof
10 GRANTOR that it has created an additional forty-five (45} Full-Time Jobs for a cumulative
total of seventy-five (75) Full-Time Jobs ai the Project Site prior t«:} December 31, 2017; ¢)
GRANTEE having received a Certificate of Occupancy for GRANTE aburutorvg research and
manufacturing facility and having commenced business activities md. operations within the
GRANTORs city limits; and d) GRANTEE providing proof to GRANTOR that it has partnered

380Grant Agreement
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Year 7 $2,666.00 per job
Year § $2,000.00 per job
SECTION 4. AGREEMENT PERIOD

This Agresment shall commence upon ITS EXECUTION and terminate on December 31, 2023 unless
extended by a mutual agreement in writing (the “Term™).

SECTIGN 5. GRANTOR OBLIGATIONS

A, GRANTOR will make an Economic Development Program Grant of ONE MILLION DOLLARS
AND 0 CENTS ($1,000,000.00) available to GRANTEE under the terms and conditions of this
Agrecment.

B. GRANTOR will not be liable to GRANTEE or other entity for any costs incurred by GRANTEE
other than those which GRANTOR is obligated to reimburse pursuant to the terms of this Agreement.

SECTION 6. RETENTION AND ACCESSIBILITY OF RECORDS

A, GRANTEE shall maintain the fiscal records and supporting documentation {or expenditurss of funds
assoctated with this Agreement. GRANTEE shall retain such records, and any supporting documentation,
for the period required for record retention or by any other applicable laws and regulations.

5. GRANTEE shall, following reasonable advance written notice from the GRANTOR, give the
GRANTOR, its designee, or any of their duly authorized representatives, access during normal business
hours to and the right to examine all books, accounts, records, audit reports, reports, files, documents,
written or photographic material, videotape and other papers, things, or property belonging to or in use by
GRANTEE pertaining to the Economic Development Grant in San Antonio (the "Records"). The
GRANTOR's access to GRANTEE s books and records will be limited to information needed to verify
hat GRANTEE is and has been complying with the terms of this Agreement and to verify advances made
by the GRANTOR and re-payments made by GRANTEE and to verify that the proceeds of the Economic
Development Grant are or were used in connection with the development and operation the Project. Any
information that is not required by law to be made public shall be kept confidential by GRANTOR.
GRANTEE shall not be required to disclose to the GRANTOR any information that by law GRANTEE is
required to keep confidential. Should any good faith dispute or question arise as to the accuracy of the
data provided, the GRANTOR reserves the right to require GRANTEE to obtain an independent firm to
verify the information. This certified statement by an independent firm shall be provided at the sole cost
of GRANTEE unless the independent firm confirms that the information as provided by GRANTEE is
accurate, in which case the GRANTOR will bear the cost of the independent firm. The rights {0 access
the Records shall continue as long as the Records are retained by GRANTEE. Failure to provide
reasonable access to the Records to authorized GRANTOR representatives shall give the GRANTOR the
right to suspend or terminate this Agreement as provided for in Section 14 and 15 below, or any portion
thereof, Tor reason of default. All Records shall be retained by GRANTEE for a period of five (5) years
after all performance requirements are achieved for audit purposes until such audits or other
administrative, civil or criminal matters including, but not limited to, investigations, lawsuits,
administrative inquirics and open record requests are completed. GRANTEE agrees to maintain the
Records in an accessible location and to provide citizens reasonable access to the Records if required by
380Grant Agreement
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SECTION 10, LEGAL AUTHORITY

A Each party assures and guarantees to the other that they possess the legal authority to enter into this
Agx ment, to receive/deliver the funds authorized by this Agreement, and to perform their obligations

B. The person or persons signing and executing this Agreement on behalf of cach party or representing
themselves ag signing and executing this Agreement on behalf of a party, do hereby guarantee that he, she
or they have been duly authorized to execute this Agreement on behalf of that party and to validly and
legally bind that party to all terms, performances and provisions herein set forth.

1

1

. GRANTOR will have the right to suspend or terminate this Agreement in accordance with Sections
14 and 15 herein if there is a dispute as to the legal authority of either GRANTEE, or the person signing
this Agreement, to enter into this Agreement, any amendments hereto or failure to render performances

hereunder.
SECTION 11, LITIGATION AND CLAIMS

A. GRANTEE shall give GRANTOR immediate notice in writing of any action, including any
proceeding before an administrative agency, filed against GRANTEE arising out the
performance of any subcontract hereunder. Except as otherwise directed by GRANTOR,
GRANTEE shall furnish immediately to GRANTOR copies of all pertinent papers received by
GRANTEE with respect to such action or claim. GRANTEE shall notify the GRANTOR
immediately of any legal action filed against the GRANTEE or any subcontractor of which
(GRANTEE 15 actually aware, or of any proceeding filed under the federal bankruptey code.
GRANTEE shall submit a copy of such notice to GRANTOR within 30 calendar days after
receipt. No funds provided under this Agreement may be used in the payment of any costs
incurred from violations ¢f or settlements relating to, or failure to comply with, federal and state
regulations. The above notwithstanding GRANTEE is not required to notify GRANTOR of
claim or litigation which arises out of GRANTEE's operations on the Project, including without
limitation, landlord/tenant disputes, personal injury actions (slip and falls), and other operational
activities or relationships.

B. GRANTOR and GRANTEE acknowledge that GRANTOR is a mlitice& subdivision of the State of
Texas and is subject to, and complies with, the applicable provisions of the Texas Tort Claims Act, as set
out in the Civil Practice and Remedies Code, Section 101.001 ct. seq., and the remedies authorized
therein regarding claims and causes of action that may be asserted by third parties for accident, injury or

death.

C. 'This Agreement shall be interpreted according to the Constitution and the laws of the State of Texas.
Venue of any court action brought directly or indirectly by reason of this Agreement shall be in Bexar
County, Texas.

SECTION 12, ATTORNEY’S FEES

In the event either party defaults under any of the provisions of this Agreement, and should the
non-defaulting party employ attorneys or incur other expenses for the collection of the payments due
under this Agreement or the enforcement of performance or observance of any obligation or agreement on
the part of the defaulting party herein contained, the defaulting party agrees to pay to the non-defaulting
party reasonable fees of such attorneys and such other expenses so incurred by the non-defaulting party.

4272013
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written Notic i m*mr‘ cither suspend t ent pursuant to the provisions of SECTION 14
shove, or terminate this A e‘r ent m W n@m or i m W bzuh case the G \AN F'OR mav: (1) withhold
¢ ” Tt clerat ent of the grant. Such notification shall

! termination ) the effective date of such termination; and, (3} in the

1, the portion of the rig?cuﬁsﬁﬁ‘é 10 be terminated.

B, Inthe case of a Default Event that occurs for causes beyond GRANTEE's reasonable control, which
cannot ngv due dmg@nce be cured within such sixty (60) day period, the GRANTOR may, in its
reasonable discretion, extend the cure period provided that GRANTEE shall: (1) immediately «
receipt of Notice of Termination advise GRANTOR of GRANTEE's ‘zxwm%“m m institute all

necessary 1o cure such default and the associated time frame; and (2) institute and thereafter prosecute to
nable dispatch all steps necessary to cure same.

completion with re

C.  In the absence of a Default Event, this Agreement may be terminated in whele or in part only as

follows:

i, By the GRANTOR (with the written consent of the GRANTEE), in which case the mwo
parties shall agree upon the termination conditions, including the repayvment of fi nd s, the
effective date, and, in the case of partial termination, the portion to be terminated; 0

2. By GRANTEE upon written notification o the GRANTOR, setting forth the reasons of
such termination, a proposed pay-back plan of any funds granted, the effective date, and,
in m case of aama% termination, the portion to be terminated. However, if, in the case of

ial termination, the GR. '\S\;Ti}}{ dete mlmes in its sole discretion that the remaining
ortion of the a‘vard will not accormplish the purpose for which the award was made, the

GRANTOR may terminate the award in its ‘ni ety under SECTION 15,

),
i
41
I

SECTION 15. SPECIAL CONDITIONS AND TERMS

GRANTEE understands and agrees that if GRANTEE is a “business” and if the GRANTOR’s
comribm'o*% under this Agreement is a “public subsidy” as that term is defined in Chapter 2264 of
Subtitle F, Title 10 of the Government Code (80 (R) HB 1196), then GRANMTEE is required to refund
money, pursuam to 80(R) HB 1196, GRANTEE has received from GRANTOR through this Agreement,

in the event of a conviction of knowingly employing an undocumented worker, with repayment requi zcd
within six months of final conviction. Interest shall acerue at the rate of 5% per month until the time of

such repayment from the date of final conviction.

SECTION 17, NOTICE

Except where the terms of this-Agreement expressly provide otherwise, any election, notice or
communication required or pgrm;tmd to be given under this Agreement shall be in writing and deemed 1o
have been duly given if and when delivered personally (with receipt acknowledged), or three (3) days
after depositing same in the U.S. mail, first class, with proper postage prepaid, or upon receipt if sending
the same by certified mail, return receipt requested, or upon receipt when sent by a commercial courier
service (such as Federal Express or DHL Worldwide Express) for expedited delivery to be confirmed in
writing by such courier, at the addresses set forth below or to such other address as either party may from
time to time designale in writing.

1 intended for Grantor, 10: City of San Antonio
Feonomic Development Department

380Grant Agreement
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o GRANTEE, it shall in no case relieve GRANTEE from any repayment obligations as specified in this

Signatures appear on next page.

WITNESSE DUR HANDS, EFFECTIVE as of _ June L, 2015

Accepted and executed in two duplicate originals on behalf of the City of San Antonio pursuant 1o City
Ordinance Mumber 2015 - -, dated _, 2015, and GRANTEE pursuant to the

authority ol its

GRANTOR: ' GRANTEE:
CITY OF SAN ANTONIO, CYTOCENTRICE, Inc.
a Texas Municipal Corporation a Delaware Corporation

By: Wt R

Mame: James iﬁaf*ﬁ\in

Title; Chief Executiyé Officer
, '/,,,/

s

ATTEST:

Leticla Vacek CITY CLERK

APPROVED AS TO FORM:

Martha G. Sepeda
ACTING CITY ATTORNEY

380Grant Agreement
CITYYTO
6242015



ECONOMIC DEVELOPMENT

Cytocentrics, Inc.
Chapter 380 Grant Agreement

June 11, 2015

City Council Item 17

Rene Dominguez, Director, Economic Development Department




SUMMARY

Staff recommends approval of a Chapter 380 Grant Agreement
not to exceed $1M based on:

* The creation of a new corporate headquarters and 300 new high wage jobs
paying no less than $50,000 annually, and a capital investment of at least $15M.

* A partnership with The Center for Innovative Drug Discovery (a joint venture
between the UTSA Health Science Center and UTSA), which will result in
enhanced research capabilities.

* A partnership with the Alamo Colleges to develop a specialized workforce
program to train lab technicians and research assistants to help create a pipeline
of future biomedical workforce.




BACKGROUND

» Cytocentrics Bioscience is a German biotechnology company formed in
2001 and located in Rostock, Germany.

» Cytocentrics manufactures, operates and sells medical equipment to
conduct automated human cell analysis to explore and understand the
manner in which cells react to environmental and pharmaceutical stimuli.

 Much of the operations involve drug testing to meet FDA testing
requirements and can replace the current manual testing methods.

B cytocentrics =




BACKGROUND (CONT)

* This technology is meant to create new frontiers of
discovery and understanding about human cells and
test the effectiveness and utilization of drug therapy for
diseases like diabetes and cancer.




PROPOSED INCENTIVE

To secure relocation of the Cytocentrics headquarters, the
research and workforce partnerships, 300 new high-wage jobs,
and a $15M investment, staff recommends:

* A $1M grant from the Economic Development Investment Fund
paid over 5 years.

BS cytocentrics )

Center for

m The University of Texas at San Antonio™ Ta rgete d Innovative Drug
b |

® Technology Discovery
'. WE MAKE LIVES BETTER

®®* T HEALTH :
ScIENCE CENTER

SAN ANTONIO
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‘ COLLEGES




PROJECT BENEFITS

Partnership with The Centers for Innovative Drug Discoveries

.' WE MAKE LIVES BETTER CI))
|
**UT HEeALTH

® Center for m . \ :
ScIENCE CENTER Innovative Drug The University of Texas at San Antonio™

SAN ANTONIO Discovery

» Cytocentrics will partner with CIDD, a joint venture between the UT Health Science Center and
UTSA, to support biomedical research related to drug discovery.

e Cytocentrics will donate a CytoPatch machine to CIDD for research purposes. The new
instrument will strengthen CIDD’s ability to screen for various biological processes and
activities for which they were previously unable to test.

e The value of the partnership and the opportunity to have access to a CytoPatch machine has
significant potential impact for drug discovery research across multiple therapeutic areas.

* As the only US. site with this technology, the public-private collaboration will enhance San
Antonio’s profile as a nationwide leader in the biotechnology industry.




PROJECT BENEFITS (CONT)

Partnership with Alamo Colleges

B cytocentrics - IE Y

Cytocentrics will also partner with Alamo Colleges on developing a
specialized workforce training program focusing on the instruction of the
patch clamp method for lab technicians, research assistants, and
biotechnology manufacturing.

As part of this collaboration, Cytocentrics will donate a CytoPatch machine
to Alamo Colleges and facilitate a robust curriculum to develop a pipeline
for future biomedical workforce.




PROJECT BENEFITS (CONT)

In addition to the valuable partnerships being established as a
result of the Grant Agreement, Cytocentrics agrees to:

e Establish and maintain its corporate headquarters and operations
in San Antonio.

 Create at least 300 new full-time, high-wage jobs paying no less
than $50,000 each, with an average wage of more than $70,000.

* Make a capital investment of at least $15M.




ISSUES

Pursuant to the City’s EDIF Guidelines, the Cytocentrics
project qualifies for an EDIF grant based on the creation of
300 new high-wage jobs and capital investment of at least
S15M at a new corporate headquarters facility.




FISCAL IMPACT

Funding is available in the Economic Development
Incentive Fund from the FY 2015 allocation to support

the grant to Cytocentrics. The grant will be paid over five
years for a total amount not to exceed $S1M.

B cytocentrics




RECOMMENDATION

Staff recommends approval of:

 An Ordinance authorizing the City to enter into a Chapter 380
Economic Development Agreement with Cytocentrics, Inc., which
will provide a grant not to exceed $1 million, provided that:

o Cytocentrics donate the two CytoPatch machines, create and
retain a minimum of 300 high-wage jobs paying no less than
$50,000 each, and enter into public-private partnerships with
CIDD, a joint venture between UTHSCSA and UTSA, and the
development of workforce training programs by Alamo Colleges.




ECONOMIC DEVELOPMENT

Cytocentrics, Inc.
Chapter 380 Grant Agreement

June 11, 2015

City Council Item 17

Rene Dominguez, Director, Economic Development Department




