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Board Findines of the Lyford Consolidated Independent School District

FINDINGS OF THE LYFORD CONSOLIDATED
INDEPENDENT SCHOOL DISTRICT BOARD OF
TRUSTEES UNDER THE
TEXAS ECONOMIC DEVELOPMENT ACT
ON THE APPLICATION SUBMITTED BY

EC&R DEVELOPMENT, LLC

STATE OF TEXAS f
COUNTY OF WILLACY f

On the 14th day of December, 2009, a public meeting of the Board of Trustees of
the Lyford Consolidated Independent School District was held. The meeting was duly
posted in accordance with the provisions of the Texas Open Meetings Act, Chapter 551,
‘T'exas Government Code. At the meeting, the Board of Trustees took up and considered
the application of the EC&R Development, LLC (EC&R) for an Appraised Value Limitation
on Qualified Property, putsuant to Chapter 313 of the Texas Tax Code. The Board of
Trustees solicited input into its deliberations on the Application from interested parties
within the District. After hearing presentations from the District’s administrative staff, and
from consultants retained by the District to advise the Board in this matter, the Board of
Trustees of the Lyford Consolidated Independent School District makes the following
findings with respect to the application of FEC&R, and the economic impact of that
application:

On October 15, 2009, the Superintendent of Schools of the Lyford Consolidated
Independent School District, acting as agent of the Board of Trustees, and the Texas
Comptroller of Public Accounts veceived a completed Application from EC&R for an
Appraised Value Limitation on Qualified Property, pusuant to Chapter 313 of the Texas
Tax Code. A copy of the Application is attached as Attachment A.

The Applicant, EC&R (Texas Taxpayer Id. 32039451532) is an entity subject to
Chapter 171, Texas Tax Code and is cettified to be in good standing with the Texas

Comptroller of Public Accounts. See Attachment B.

December 14, 2009 Page 1 of 11



Board Findings of the Lyford Consolidated Independent School District

The Boatd of Trustees has acknowledged receipt of the Application, along with the
requisite application fee, as established pursuant to Texas Tax Code § 313.025(a)(1) and
].ocal District Policy.

The Application was delivered to the Texas Comptroller’s Office for review pursuant
to Texas Tax Code § 313.025(d).

A copy of the Application was delivered to the Willacy County Appraisal District for
review pursuant to 34 Tex. Admin. Code § 9.1054.

The Application was reviewed by the Texas Comptroller’s Office pursuant to Texas
Tax Code § 313.026, and a favorable recommendation was issued on November 23, 2009. A
copy of the Comptrollet’s letter is attached to the findings as Attachment C.

After receipt of the Application, the Texas Comptroller of Public Accounts caused
to be conducted an economic impact evaluation pursuant to Texas Tax Code § 313.026 and
the Boatd of Trustees has carefully considered such evaluation. A copy of the economic
impact evaluation is attached to these findings as Attachment D.

‘The Boatd of Trustees also directed that a specific financial analysis be conducted of
the impact of the proposed value limitation on the finances of the Lyford Consolidated
Independent School Disttict. A copy of a report prepared by Moak, Casey & Associates,
Ine. is attached to these findings as Attachment E.

The Board of Trustees has confirmed that the taxable value of property in the
Lyford Consolidated Independent School District for the preceding tax year, as determined
under Subchapter M, Chapter 403, Government Code, is as stated in Attachment F.

After receipt of the Application, the District entered into negotiations with EC&R,
over the specific language to be included in the Agreement for an Appraised Value
Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax Code, including
appropriate revenue protection provisions for the District. The proposed Agreement is

attached to these findings as Attachment G.

After review of the Comptroller’s recommendation, and in consideration of its own

economic impact study the Board finds:
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Board Findings of the Lyford Consolidated Independent School District

Board Finding Number 1.

Thete is a strong relationship between the Applicant's industry and the
types of qualifying jobs to be created by the Applicant and the long-
term economic growth plan of this State as described in the strategic
plan for economic development (ED Plan) submitted by the Texas
Strategic Economic Development Planning Commission under
Section 481.033, Texas Government Code.

In support of Finding 1, the economic impact evaluation states:

The Texas Fconomic Development Plan does not mention rencwable energy specifically;
however, one theme of the plan is attracting and fostering industries in Texas using
advanced technology. Renewable energy technology is an expanding industry and the skilled
wotkers that the project requires appeat to be in line with the focus and themes of the plan.
Texas identified encrgy as one of six target clusters in the Texas Cluster Initiative. The plan

stresses the importance of technology in all sectors of the energy industty.

Board Finding Number 2.

The economic condition of Willacy County, Texas, is in need of long-
term improvement.

Based on information provided by the Comptroller’s Office, Willacy County’s population
growth lagged behind the state in recent years. The state population grew by 2.0 percent
between 2007 and 2008, while the population of Willacy County increased by 0.8 percent

over the same period.

September 2009 employment for Willacy County was down 7,175, or 0.8 percent, trom
September 2008, on par with a 0.7 percent decrease in total employment in Texas. T he
unemployment rate in Willacy County was 14.3 percent in September 2009, substantially

higher than the current state average of 8.2 percent.
Willacy County continues to have a lower per capita personal income than the state as a

whole. In terms of per capita income, Willacy County’s $20,765 in 2007 ranked 238" among

the 254 counties in Texas, while the Texas average was $37,083 for the same period.
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In the first quarter of 2009, taxable sales totaled $14.5 million in Willacy County. This figure
reflects 5.8 percent increase from the year-eatlier first quartet, although taxable sales volume

is still relatively low when c.mnpm'cd with metropolitan counties.

Given recent population trends and income levels, Willacy County will benefit from
cconomic activity like that associated with the EC&R project. Major capital investments like
this project are beneficial to the community on a number of fronts, including employment,
expanded oppottunities for existing businesses, increased local tax bases, and in this case,

benefits for landowners.

Boatd Finding Number 3.

The average salary level of qualifying jobs is expected to be at least
$40,268 per year. The review of the application by the State
Comptroller’s Office indicated that this amount—based on Texas
Workforce Commission data—complies with the requirement that
qualifying jobs must pay 110 percent of the county average
manufactuting wage. EC&R indicates that total employment will be

approximately one (1) new job.

In support of Finding 3, the economic impact evaluation states:

After construction, the project will create one new job when fully operational. That job will
meet the criteria for qualifying jobs as specified in Tax Code Section 313.021(3). According
to the Texas Wotkforce Commission (TWC), the regional manufacturing wage for the
Lower Rio Grande Development Council Region, where Willacy County is. located was

$26,333 in 2007.

Board Finding Numbet 4.

The level of the applicant's average investment per qualifying job over
the term of the Agreement is estimated to be approximately $29.9
million on the basis of the goal of one (1) new position for the entire

EC&R project.

In support of Finding 4, the economic impact evaluation states:
The project’s total investment is $29.9 million, resulting in a relative level of investment pet

qualifying job of §29.9 million.
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Board Finding Number 5.

Based upon the information provided to the District with regard to the
industty standatd for staffing ratios of similar projects in the State of
Texas, the District has determined that if the job creation requirement
set forth in Texas Tax Code § 313.021(2)(A) (iv)(b) was applied, for the
size and scope of the project described in the Application, the required
numbet of jobs would exceed the industry standard for the number of
employees reasonably necessaty for the operation of the facility.
Based on previously approved Texas Economic Development Act wind energy applications

and industry standards, the typical wind farm employs one person per 15 wind turbines. This

project is consistent with this ratio.

Boatd Finding Number 6.

Subsequent economic effects on the local and regional tax bases will
be significant. In addition, the impact of the added infrastructure will
be significant to the region.

The EC&R project applying to Lyford CISD under Chapter 313 is part of a larger project
encompassing three school distticts in Willacy County. EC&R has also applied for value
limitation agreements with Raymondville ISD and San Petlita 1SD. For the putposes of
assessing the economic impact of the project to Texas, the Comptroller’s Office used data
for the entite project (eight jobs with annual salasies of $40,268 per job). Table 1 depicts the
estimated economic impact to Texas of the EC&R project. It depicts the direct, indirect and
induced effects to employment and petsonal income within the state. The Comptroller’s
office calculated the economic impact based on 16 years of annual investment and
employment levels using software from Regional Economic Models, Inc. (REMI). The

impact includes the construction period and the operating petiod of the project.
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Board Findings of the Lyford Consolidated Independent School District

Table 1: Estimated Statewide Economic Impact of Investment and Employment in EC&R in
Lyford CISD, Raymondville ISD, and San Perlita ISD

Employment Personal Income
Year Direct| + Induced| Total Direct| Indirect + Induced Total
2009 0 0 0 $0 $0 $0
2010 0 0 0 $0 $0 $0
2011 158 223| 381[$6,362,344 $14,048,936] $20,411,280
2012 8 29| 37| $322,144 $1,992,896| $2,315,040
2013 8 17| 25| $322,144 $3,253,136| $3,575,280
2014 8 12| 20| $322,144 $2,132,256| $2,454,400
2015 8 10| 18| $322,144 $2,208,576| $2,530,720
2016 8 10| 18] $322,144 $2,285,236| $2,607,380
2017 8 6] 14| $322,144 $2,365,076| $2,687,220
2018 8 8| 16| $322,144 $2,449,016| $2,771,160
2019 8 12| 20| $322,144 $2,536,616] $2,858,760
2020 8 10| 18| $322,144 $1,151,746| $1,473,890
2021 8 o| 17| $322,144 $1,197,906| $1,520,050
2022 8 11] 19| $322,144 $2,813,506| $3,135,740
2023 8 9 17| $322,144 $2,910,616| $3,232,760
2024 8 10| 18| $322,144 $3,012,736| $3,334,880

Source: CPA, REMI, EC&R

The statewide average ad valorem tax base for school districts in Texas was $1.6 billion in
2008. Lyford CISD’s ad valorem tax base in 2008 was $207.4 million. The statewide average
wealth per WADA was estimated at $352,755 for fiscal 2009-2010. During that same year,
Lyford CISD’s estimated wealth per WADA was $92,700. The impact on the facilities and

finances of the district is presented in Attachment 2.

Table 2 examines the estimated direct impact on ad valorem taxes to the school district and
Willacy County with all property tax incentives sought being granted using estimated market
value from EC&R’s application. EC&R has applied for both a value limitation undetr
Chapter 313, Tax Code and a county tax abatement under T'ax Code, Chapter 312 sceking 70
percent abatement per year for ten years. Table 3 illustrates the estimated tax impact of the

project on the region if all taxes are assessed.
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Board Findings of the Lyford Consolidated Independent School Disttict

Table 2 Estimated Direct Ad Valorem Taxes with all property tax incentives sought
Estimated Estimated School and
Taxable value |Taxable value Lyford CISD Lyford CISD County
Year for I1&S for M&O 1&S Levy M&O Levy  |Willacy County [Property Taxes
Tax Rate' 0.1600 1.0400 0.6228
2009 $0 $0 50 50 $0 50
2010 50 S0 50 50 $0 50
2011 $0 S0 S0 S0 S0 40
2012 $28,700,000|  $10,000,000 $45,920 $104,000 $125,121 $275,041
2013 427,550,000 $10,000,000 444,080 $104,000 $120,107 $268,187
2014 526,450,000 $10,000,000 $42,320 $104,000 $115,311 $261,631
2015 $25,390,000]  $10,000,000 $40,624 $104,000 $110,690 $255,314
2016 $24,370,000 $10,000,000 $38,992 $104,000 $106,243 $249,235
2017 $23,400,000 $10,000,000 $37,440 $104,000 $102,015 $243,455
2018 $22,460,000 $10,000,000 $35,936 $104,000 $97,917 $237,853
2019] $21,560,000,  $10,000,000 $34,496 $104,000 $93,993 $232,489
2020 $20,700,000 $20,700,000 $33,120 $215,280 $90,244 $338,644
2021 $19,870,000 $19,870,000 $31,792 $206,648 $86,625 $325,065
2022 $19,080,000|  $19,080,000 $30,528 $198,432 $118,830 $347,790
2023 418,320,000 $18,320,000 $29,312 $190,528 $114,097 $333,937
2024 $17,580,000 $17,580,000 $28,128 $182,832 $109,488 $320,448
Total $472,688 $1,825,720 $1,390,681 43,689,089
Source: CPA, EC&R
+ Assumes Chapter 313 Value Limitation and County Tax Abatement
'I'ax Rate per S100 Valuation
Table 3 Estimated Direct Ad Valorem Taxes without property tax incentives
Estimated Estimated School and
Taxable value |Taxable value Lyford CISD Lyford CISD County
Year for |1&S for M&O 1&S Levy M&O Levy  |Willacy County [Property Taxes
Tax Rate' 0.1600 1.0400 0.6228
2009 S0 S0 S0 50 S0 S0
2010 $0 S0 S0 S0 S0 S0
2011 50 S0 S0 S0 $0 $0
2012 $28,700,000 $28,700,000 $45,920 $298,480 $178,744 $523,144
2013| $27,550,000| $27,550,000 $44,080 $286,520 $171,581 $502,181
2014 $26,450,000 $26,450,000 $42,320 $275,080 5164,731 $482,131
2015 $25,390,000 $25,390,000 540,624 $264,056 $158,129 $462,809
2016 $24,370,000| $24,370,000 $38,992 $253,448 $151,776 $444,216
2017 523,400,000 $23,400,000 $37,440 $243,360 $145,735 $426,535
2018 $22,460,000 $22,460,000 $35,936 $233,584 $139,881 $409,401
2019 $21,560,000 $21,560,000 $34,496 $224,224 $134,276 $392,996
2020  $20,700,000| $20,700,000 $33,120 $215,280 $128,920 $377,320
2021 $19,870,000 $19,870,000 $31,792 $206,648 $123,750 $362,190
2022 $19,080,000 $19,080,000 $30,528 $198,432 $118,830 $347,790
2023 $18,320,000 $18,320,000 $29,312 $190,528 $114,097 $333,937
2024 $17,580,000 $17,580,000 $28,128 $182,832 $109,488 $320,448
Total $472,688 $3,072,472 $1,839,938 5,385,098
Source: CPA, EC&R
"Tax Rate per $100 Valuation
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Board Findings of the Lyford Consolidated Independent School District

Boatd Finding Number 7.

The revenue gains that will be realized by the school district if the
Application is approved will be significant in the long-term, with
special reference to revenues used for supporting school district debt.

In support of this finding, the analysis prepared by Moak, Casey & Associates
projects that the project would initially add $29.9 million to the tax base for debt service
purposes at the peak investment level for the 2010-11 school year. The EC&R project
remains fully taxable for debt services taxes, with Tyford CISD cutrently levying a S0.16 per
$100 I&S rate. The value of the EC&R project is expected to depreciate over the life of the
agreement and beyond, but full access to the additional value will add to the District’s tax
base. Added 1&S taxes should be beneficial the first year they are received. Lyford CISD
benefits from Instructional Facilities Allotment (IFA) and Existing Debt Allotment (EDA)
state suppott and will continue to do so. In future years, this gain in local 1&S taxes is

expected to be offset by a cortesponding reduction in TFA and EDA state support.

Board Finding Number 8.

The effect of the applicant’s proposal, if approved, on the number or
size of needed school district instructional facilities is not expected to
increase the District’s facility needs, with current trends suggest little
undetlying entollment growth based on the impact of the EC&R
project.

The summaty of financial impact prepared by Moak, Casey & Associates, Inc.,
demonstrates that there will be little to no impact on school facilities created by the wind
encrgy project. This finding is confirmed by the TEA evaluation of this project’s impact on

the number and size of school facilities in Lyford ISD as stated in Attachment D.

Board Finding Number 9.

The ability of the applicant to locate the proposed facility in another
state or another region of this state is substantial, as a result of the
highly competitive marketplace for economic development.
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In support of Finding 9, the economic impact cvaluation states:

According to EC&R’s application, “they are an international developer of wind projects and
has operations in several regions and states within the U.S. ...and have the ability to locate
projects of this type to the Southwest, Northwest, and Northeast as well as Canada and

several European sites.”

Board Finding Number 10.

Dutring the past two years, no projects in the Lower Rio Grande Development
Council Region applied for value limitation agreements under Tax Code,
Chapter 313.

Board Finding Number 11,

The Board of Trustees hited consultants to teview and verify the
information in the Application from EC&R. Based upon the
consultants’ review, the Board has determined that the information
provided by the Applicant is true and cotrect.

Board Finding Number 12.

The Boatd of Trustees has determined that the Tax Limitation
Amount tequested by Applicant is cutrently Ten Million Dollars,
which is consistent with the minimum values currently set out by Tax
Code, §§ 313.022(b).

According to the Texas Compttoller of Public Accounts’ School and Appraisal
Districts' Propetty Value Study 2008 Final Findings made under Subchapter M, Chapter 403,
Government Code for the preceding tax year, Attachment F, the total 2008 industrial value
for Lyford ISD is $6,222,057. Under the provisions on Texas Tax Code Sec. 313.052, a
cural school district with state industrial values of mote than a $1 million but less than $90

million is a Category 3 rural district, which may grant a value limitation of $10 million.

Board Finding Number 13.

The Applicant (Taxpayer Id. 32039451532) is eligible for the limitation
on appraised value of qualified property as specified in the Agreement
based on its “good standing” certification as a franchise-tax paying
entity.
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Board Finding Number 14,

The Agreement for an Appraised Value Limitation on Qualified
Property, putsuant to Chapter 313 of the Texas Tax Code, attached
hereto as Attachment G, includes adequate and approptiate revenue
protection provisions for the District.

In suppott of this finding, the repott of Moak, Casey & Associates, Inc. shows that
the District will incur an initial revenue loss without the proposed Agreement, especially in
the third year of the Agreement. However, with this Agreement, the negative consequences
of granting the value limitation are offset through the revenue protection provisions agreed
to by the Applicant and the District. Additional revenue protection measures are also in

place for the duration of the Agreement.

Board Finding Number 15.

Consideting the purpose and effect of the law and the terms of the
Agreement, that it is in the best interest of the District and the State to
enter into the attached Agreement for Limitation on Appraised Value
of Property for School District Maintenance and Operations Taxes.

It is therefore ORDERED that the Agreement attached hereto as Attachment G is
approved and herby authorized to be executed and delivered by and on behalf of the Lyford
Consolidated Independent School District. It is further ORDERED that these findings and
the Attachments referred to hercin be attached to the Official Minutes of this meeting, and

maintained in the permanent records of the Board of Trustees of the Lyford Consolidated

Independent School District.
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Dated the 14" day of December 2009.

LYFORD CONSOLIDATED INDEPENDENT SCHOOL DISTRICT

Cruz Salinas, P«
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APPLICATION FOR APPRAISED VALUE LIMITATION ON QUALIFIED PROPERTY
(Tax Code, Chapter 313, Subchapter B or C)

Date application fitad with dlslricl
(To bo fliad In by schoo! dishict)
School district nama
Lyford C.1.S.D. , 3-9 ly 21,2009
Addross Phona (area codo and number)
8204 Simon Gomez Road, Lyford, Texas 78569 (956) 347-3900

This form applies to property that meets the requirements of Tax Code Chapter 313. This completad application must be filed with the
school district. If the governing body decldes to consider this application, the school distriet must Immediately forward thrae coples
of the application to the Comptrollar of Public Accounts and request that the Comptroller provide an economle Impact avaluation
of the application to the school district, The governing body may, at its dlscretion, allow the appllcant to supplement or amend the
application afer the filing date, subject to the restrictions In Texas Adminlstrative Cade Rule 8.1054, to provide Information requirad
by the application form that was unavallable prior to the filing date. The school dlstrict must forward the supplemental or amendad
information to the comptraller and the appraisal district, The school board shall approve or dlsapprove this appllcation before the 121st
day from the applicatlon filing date, unless an extenslon ls grantad.

Stop 1: Only entitles to which Tax Code Chapter 171 applies are ellglble for appralsed value limhations on
Applicant qualified property.
name and Applicant nama:
addresa
EC&R Development, LLC
Malllng addrass:
812 San Antonlo Street, Ste, 201, Austin, TX 78701
Texas Taxpayar .0, Number of entify subject to Yax Coca, Chapter 171 Clty, Stale: 2P code + 4
(1 dighta: 32039451532 Austin, TX 787012224
Nams of panson praparing this application: Title:
Stacy Edwards Martyak Development Manager
Phona {area code end numbar);
(512) 482-4580
Step 2: (A) Attach the following items to this appilcation;
Daacribe tha
property, 1. A specific description of all property for which you are requasting an appralsed value limitation as definad

by Tax Code §313.021(2). Include & description of the land, describe each proposed Improvement, and
each proposed ltem of personal property for which you are seeking a limitation. Include each existing
appraleal district account number and the lagal desctiption of the land, atlach a detalled map showing the
actual or proposed locatlon of the land and proposed Improvements and showing the actual or proposed
boundarles and size of the relnvestment zone or enterprise zone In which the properiy wiil ba located.
Atlach the order, resolution or ordinance establishing the zone, and the guldalines and criterla for creating
the zone {if applicable). '

2. A fully detalled description of the scope of the proposed projact, including, at a minimum, the typs and
planned use of real and tanglble personal propery, the nature of the business, a timeline for property
construction or Installation, and any other relevant information.

3. A map of the ralnvestment zone boundaries, certified to be accurate by efther the governmental entity
creating the zone, the local appralsal district, or a licensed survaeyor.

(B) Answer the followlng questions:
1. What Is the first tax yaar of your proposed qualitying time perlod

{as defined by Tax Code §313,021(4))7 «.vvvriirnrriernrnernsenns 2010
2, What s the amount of qualified Investment, as dafinad by Tax Code
§813.021(1), that wlil ba made durlng the 2-year quallfying time parlad? ....  §.29,900,000

3. What Is the amount of appralsed value limitation for which you are applying?.  $.10,000,000

NOTE: The minimum amount of qualified investment required to quallly for an appraised value [imitatlen and the
minimum amount of appralsed value limitation vary depanding on whether the school district Is classified
ag rural, and the school district's property value, For asslstance In determining these minimums, access
the comptroller'’s Web slte at htip://www.window.state.tx.ug/texinfo/proptax/hb1200/values.him.
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50-208 (Rev. 00-01V5) (pags 2)

Step 3:
Answer these
queations about
property and Job
qualitications,

2

Do you propose to construct a new bullding or to erect or affix a new
Improvament after the date you submit this application? . ..... T . Yos

WIll all of the property for which you are requesting an appralsed value limitation
be trae of a tax abatement agreement entered Into by a school dlstrict for the duratlon
of the qualifying time perlod, and for the duration of the appralsed value limitation? .. ... 7] Yes

. Is the land on which you propose new construction or Impravement currently located

In an area deslignated as a relnvesiment zone under Tax Code Chapter 311 or 312 or
as an enterpilse zane under Government Code Chapler 23037 . ... . b vevvees (] Yes

3(a) If you answered "no” to the questlon above, are you sesking an agreement
with a taxing unit that, prior to the first day of the qualifying time period, will
result In a relnvastment zone with boundaries encompassing the land on which
you propose new Construction or IMprovement? ..., ...vvvenvrnennnnnnnsen, (] Yes

Dale of antleipatad agraament?

Do you Intend to make at least the minlmum quallfied investment raquired by
Tax Code §318.023 (or 313.053 for rural school districte) for the relavant sehool

dlstrict category? ... .......... e e Nt T e e e b e a e e kst e nens . B2 Yes
- On the land and In connectlon with the new bullding or other improvement, do you

plan to create at (east 25 new Jobs (at least 10 new Jobs for rural school distilets)? ...... [ Yes

Will at lesst 80 percent of all the new Jobs created by the property owner be qualllying

lobs as defined by Tax Code §313.021(3)2. ... ..0vvunrrrnnnrnss e vs enn wvann can & 0 VOB

6(a) If you answaerad "yes" to the question abave, attach documentation from the
Texas Worklorce Commiasion that the new qualifying jobs mest the requirements of
Tax Code §313.021(3)(E) or 313.051(b).

Do you Intend to request that the governing body walve tha minimum Jobs creatlon
requiremant, as provided under Tax Code §313.0256(-1)? ..\ .....vs... ... e ] Yes

7(a) If you answered “yas" 1o the question above, attach evidance documenting
that the Job creation requirement (5) above exceeds the number of employees
necessary for the operatlon, according to Industry standards.

Except for new equipment descrlbed In Tax Code §161.318(q) or (g-1), Is the
proposad tanglble parsonal property to be placed In servige for the first time

8) in or on the new bullding or other new Improvement for which you are
applylng for an appralsed vaiue (Imitatlon, or

b) It not In or on the new buliding or other new Improvament for which you are
applying for an appralsed value limltation, Is the parsonal property necessary
and anclllary to the business conducted In the new bullding or other new
Improvement, and Is the personal property on the same parcel of land as
the bullding for which you are applying for an appralsed value limitation? . . . .. [@Aves [ No
[‘First placed In service” means the firat use of the praparty by the taxpayer.]

9. The property wlil be used as an Integral pan, or as a necessary auxiliary par, In one
of the follawing activities as definad by Tax Cods §313.024(b):
» manufacturing;. .... R A e e U — crervenen ] Yes
* research and developmMent . ... ...vrerrsvsee e s esenn s, THH B e (1 Yes
* aclean coal ProJect;. . v v .vuvreerneinnnsns, P — N I A -
¢ an advanced clean energy project ............ SN EMER 1 SR K B I AT
* renswable energy eleclric generation;. ,.............. Hn e mamgae wia b e s S SRS /| Yos
* alectric power genaration using Integrated gasification combined cycle
1eChnOlOgY; Of « v v e e e « [ Yes
* nuclear elactric power generation. ........... . v 3 e oo [ Yes
10. Are you an entity to which Tax Code, Chapter 171 applles? ........................ |7 Yes

(] No

(] No

(JNo

[ Ne
(A No
CINe

[CINo

A

No
] No
] No
[#] No
CINo

{¥] No
(¥ No

[INe
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50-208 (Rev. 09-003) (page 3)
I ' Step 4: 1. Wil the Investment In real or pereonal proparly you propose to be counted toward
Anawer thess the minimum qualified Investment required by Tax Code §313.023, (or 313,053
questions for rural school districts) be first placed In service In this state during the applicable
I about Invest. quallfying time perlod?. . . . ... e AR . Mves CIno
ment, prop-
2. Doas the Invegtment In tanglble personal property meet the raquiremonts of
:::l‘;‘;:;::!"" Tax Cado §313.021(1)2. . .....,......... ..~ 15 55 552 Bidhes e viern Mves CNo CIva
; 3. It the proposed Investment Includes a bullding or a parmanent, non-remavable
I component of & bullding, does [t house tangible personal property dascribed
L A T8 Bt m s sy s oo Cves CIno (/A
4. WIll you own the property or longe the property under a capltalized lease?
l If loased, attach a copy of the lease agreement.. ............... e . Yes [JNo
5. Are you Including properly that Is owned by & parson other than the applicant and
that Is pooled or proposed to be paoled with property owned by the applicant In
detarmining the amount of your qualifiad Investment? . . . T T Ino
Step 5: Pleaga answer the following questions.
E:‘;::t""" 1. Applicant's 6-digit North American Industry Classification Systam (NAICS) coder. . .. .. .. 2L
2. I Schedule A completed for all years and attached? . .. .., ................... vonne W ves [ No
3. I8 Schedule B completed for all years and attached? . . ... .. ... i v ¥ ves [ No
4. s Schedule C completad for all years and attached? . ... .............. st i o ¥ ves [] No
6. Total number of new obs that wlll have been created when fully oparational: ........... 1
8. Total number of new Jobs Identifled In (5) above that will have wages greater than
110 percent of the county average wenkly wage for manufacturing jobs®: . ... .. .. e
7. Total number of new Jobs Idantifled In (6) above that will meet all the criterla for
“quallfylng jobs” as epactied In Tax Code GIIBO21B) i wv vt 5555 150 Formns vin aee v 1
8. Describe each type of benefits to be offerad to qualifying jobholders. Explain,
Employees will have full benefits Including health insurance, competltive salaries, and training,
NOTE: Exhibit C-1 explalns E.ON's request for a waiver of the minimum job requirement.
' Exhibit C-2 addresses the county average weekly wage for manufacturing jobs.
8(a) WIll the Joba created offer at least 80 percent of the pramiums or other charges
assassed for employes-only coverage undaer the group health benefit plan
for quallfying Jobholders? ........ ... e e Lo 4 E K E0 sk e canene W) V& LJ No
9. Desoribe the abllity of your company to locate or relocate In another state or another raglon of the state.
E.ON Climate & Renewables is an international developer of wind projects and has operations
In several reglons and states within the U.S. We have the abllity to locate projects of this type
In the Southwest, Northwest, and Northeast, as well as Canada and several Europenn sltes.
10. Describe the current economic condlion of the reglon of the state whara the property s lacated.
— The profect s expected to add more than $29 million In investment to the local tax base and
create johs In the area. The project should Improve economic conditions locally
and within the reglon. The reglon Is rural, with an emphasis on agriculture. Some ofl and gas
production exists.
"Applicants 1o rural school distriots thal ara not located In an SIA {see §313.051(a)(2)] muat mast the reglanal wage standard
describad In 813.051(h).
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§0-208 (Rev. 02-04/5) (nage 4)

Step 6: By slgning this application, you cortify that thls Informatlon is true and correct to the best of your knowledge
Applicant and bellef. Also by slgning thls application, you agres to respond promptly to all Information requests made
olgn and date | by the comptroller under Tax Code §313,032 and to send updated contact Information to the comptroller
applicatian, throughout the agreement perlod

ring, Patrlck Woodson §r. Vice President
R'" Neme of glithorizad company offighr Thle
slgn o July 27, 2009
here sig

nature of aurhodeny afficer

Date

On behalf of EC&R Development, LLC

Nama of comoration/company

It you make a false

statemont on this applleation,

you could be found gulity of a Class A mlsdameanor or a atats Jall felony under
Toxas Penal Code §3710.
Step 7: By slgning below, | affirm that | have baan delegated the authority by the school district governing body to act
8chool district | on lts behalf with regard to this applicgtion for a limitation on appralged value,
officlal sign
and date rlnl. (o) IM aw _Sgwi M:‘&vmée«d{'
applieation, ere Name of authorized agheol disirict officlal Tille
san ool Lo .
here Slgnature of authorizad sehool disirict offolal Dafo
On behalf of Lyford C.1.8.D,
Nama of school district
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1.

Exhibit A-1
Legal Description of Land

A description of all property for which you are requesting an appraised valye limitation
(qualified property) es defined by Tax Code Section 313.021 (2). Include land,
improvements and any personal property. Include any existing appraisal district account
number and legal description of the land, a survey and a map showing the actual or
proposed location of the land and proposed investment, and the actual or proposed
boundaries of the reinvestment zone or enterprise zone. Include any existing resolution
or ordinance establishing the zone,

The real property in Willacy County, being all of the Lots in the Withers Tract Subdivision;

all of the Lots in Blocks 83, 82, 81, 80, 79, 78, 77, 76, 75, 74, 73, 72, 71, 70, 69, 68, 63, 62, 61,
60, 59, 58, 57, 56, 55, 54, 53, 52, 51, SO, 49, 48 of the Gulf Coast Irrigation Company’s
Subdivision;

Lots §, 6, 7, 8 of Block 67 of the Gulf Coast Irrigation Company’s Subdivision;

Lots 1,2,4,5,6, 7, 8, 13, 14 of Block 64 of the Gulf Coast Irrigation Company’s Subdivision;
Lots 1,2, 7, 8,9, 10, 16 of Block 47 of the Gulf Coast Irrigation Company’s Subdivision;

all of Lots in Hardin & Gill Subdivision out of Share #16;

all of Lots in Hardin & Gill Subdivision out of Share #61;

all of Lots in Hardin & Gill Subdivision out of Share #64;

all of the Lots in Blocks 1, 2, 3, 4, of the E. F. Hubmer Subdivision;

all of the Lots in Share #64;

all of the Lots in Share #36;

all of the Lots in the Sombrerito Ranch Subdivision out of Share #64;

all of the Lots in Blocks 1, 2, 3, 4 of the E, H. Beise Subdivision;

all of the Lots in Blocks 1, 2, 3, 4 of the Raymondville Subdivision;

all of the Lots in the Engleman #1 Subdivision;

all of the Lots in the Engleman #2 Subdivision;

all of the Lots in the Nile Orchard Subdivision;

and Lots 1, 2, 3,4, 5,6, 7, 8,9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, 24, 25, 26,
27, 28, 29, 30, 31, 32, 33, 34 of the Wetzel Subdivision.



Exhibit A-2

1. A description of all property for which you are requesting an appraised value limi tio:
nalified prope defined by Tax Code Section 313.021 (2). Include land
improvements and any personal property. Include any existin raisal district account
number and legal description of the land, a survey and a map showing the actual or
roposed location of the land and proposed investment, and the actual or proposed
boundaries of the reinvestment zone or enterprise zone. Include any existing resolu ion

or ordinance establishing the zone.

The applicant is requesting an appraised value limitation on all of the property constructed or
placed upon the real property described in Exhibit A-1, which is located in Willacy County,
Texas and in the Lyford Consolidated Independent School District. The property for which the
applicant is requesting an appraised value limitation shall include, but is not limited to, the
following: 29.9 MW wind power generation facility containing 13 2.3 MW turbines, towers,
transformers, transmission lines, and associated ancillary equipment necessary to safely operate,
maintain and transmit power to the ERCOT grid, and meteorological equipment to measure and
test wind speed and direction. The actual number of MW and turbines may vary depending on
certain factors, such as equipment availability, engineering issues, FAA review, etc. The facility
will require a relatively insubstantial amount of personal property. None of the property listed
on Exhibit A-1 i¢ covered under an existing appraisal account number.



Ms. Alison Gilliam

Research Analyst

Economic Analysis

Local Government Assistance and Economic Development Division
Texas Comptroller of Public Accounts

L.BJ State Office Building

111 E. 17th Street

Austin, TX 78774

Re: Proposed Turbine Placement

Dear Ms. Gilliam:

Due to the nature of the project, at this time, we are unable to precisely pinpoint the
location of the 13 turbines listed on the Chapter 313 Application for Appraised Value Limitation

on Qualified Property.

The property for which EC&R Development, LLC is requesting an appraised value
limitation as defined by Tax Code Section 313.021(2), includes approximately 13 2,3 MW
turbines, towers, fransformers, transmission lines, and associated ancillary equipment necessary
to safely operate, maintain and fransmit power to the ERCOT grid, and meteorological
equipment to measure and test wind speed and direction. The facility will require a relatively
insubstantial amount of personal property, which will be placed within the Magic Valley
Reinvestment Zone No. 1, which was created by the Willacy County Commissioners’ Court on
July 13, 2009, as stated in our application. The project boundaries are wholly contained within
the reinvestment zone boundaries.

The proposed project will consist of a facility designed to use wind power to generate
electricity (commonly referred to as a windfarm), The applicant expects to build the proposed
project within one year, with 20% of the construction to be in the Lyford Consolidated
Independent School District. The applicant will commence construction on or before December
1, 2010. The applicant intends to complete construction prior to the end of 2012 and expects to
meet the minimum qualified investment threshold referenced in Step 2, Question 3 by the end of
2011 and in any event prior to the expiration of the Qualifying Period. All of the property for
which the applicant is seeking a limitation on appraised value will be owned by the applicant,

Sincerely,

Stacy Edwaiils Martyak
Development Manager




Exhibit A-3
Map of Reinvestment Zone

1. A description of all property for which you are requesting an appraised value limitation

ified prope as defined by Tax Code Section 313.021 . _Include land
improvements and any personal property. Include any existing appraisal district account
number and legal description of the land, a survey and a map showing the actual or

proposed location of the land and proposed investment, and the actual or proposed
boundaries of the reinvestment zone or enterprise zone, Include any existing resolution

or ordinance establishing the zone.
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Exhibit A-4
Resolution Establishing the Zone

1. A description of all property for which you are requesting an appraised value limitation
ualified prope as_defined by Tax Code Section 313.021 (2). Include land.
improvements and any personal property. Include any existin appraisal district accoun
number and legal description of the land, a survey and a map showin the actual o
roposed location of the land and proposed investment, and the actual or roposed

boundaries of the reinvestment zone or enterprise zone, Include any existing resolution
or ordinance establishing the zone.




A Resolution and Order Approving Designation of
Magic Valley Reinvestment Zone No. 1

The Commissioners’ Court of Willacy County, Texas, megting in regular session on July 13,
2009, considered the following resolution:

WHERREAS, Willacy County, Texas considered the creation of the Magic Valley
Reinvestment Zone No. 1 (the “Zone");

WHEREAS, the County has determined that the designation of the Zone will contribute
to the retention or expansion of primary employment and will attract major investment in the
Zone that will benefit the Zone and will contribute to the economic development of the County;

BE IT ORDERED BY THE COMMISSIONERS® COURT OF WILLACY COUNTY, TEXAS
AS FOLLOWS:

1. That the County designates the property located in Willacy County, having the
boundary description in Exhibit A and shown on the map in Exhibit B, both attached
to this Order, as the Magic Valley Reinvestment Zone No. 1 (“the Zone"), under the
Willacy County Guidelines and Criteria for Granting Tex Abatements, having
determined that the designation will contribute to the retention or expansion of
primary employment and will attract major investment in the Zone and will contribute
to the economic development of the County, and

9. That the County declare eligible for property tax abatement all property eligible for
commercial-industrial development, now or thereafier located in that Zone as
authorized by the Willacy County Guidelines and Criteria for Granting Tax
Abatements in Reinvestment Zones and Chapter 312 of the Texas Tax Code.

3. That the zone shall be called “Magic Valley Reinvestment Zone No. 1L*

PASSED AND APPROVED et this public hearing of the Willacy County Commissioners'
Coutt, at which a quorum was present, on the 13™ day of July, 2009,

Fred Serrato
Commissioner Precinct 3




/9_/ Date; )72 2 9
Aurelio “Keeter” Guerra, Jr.
Presiding Officer of the Commissioners' Court
Commissioner Precinct 4

g;I;ILESTED: %_a_%w Date:_7-/3-09, Terry Flores, County




Exhibit B

2. A description of the scope of the proposed project, including the type and planned use of

real and tangible personal property, the nature of the business, a timeline for property
construction or installation, and any other relevant information,

The proposed project will consist of a facility designed to use wind power to gencrate electricity
(commonly referred to as a wind farm). The applicant expects to build the proposed project to be
operational in first quarter 2012, with approximately 20% of the construction to be in the Lyford
Consolidated Independent School District. The applicant will commence construction on or
before December 1, 2010. The applicant intends to complete construction within one (1) year
and expects to meet the minimum qualified investment threshold referenced in Step 2, Question
3 by the end of 2011 and in any event prior to the expiration of the qualifying period. All of the
property for which the applicant is seeking a limitation on appraised value will be owned by the
applicant,



Exhibit C-1
Request for Waiver of Johs Creation Requirement

Pursuant to Section 313,025 (f-1) of the Texas Tax Code, the governing body of a school district
may waive the new jobs creation requirement in Section 313.021(2)(A)(iv)(b) or 313.051(b) and
approve an application if the governing body makes a finding that the jobs creation requirement
exceeds the industry standard for the mumber of employees reasonably necessaty for the
operation of the facility of the property owner that is described in the application.

The table below illustrates the estimated investment, installed megawatts, and number of
qualifying jobs to be created by the wind project, The project will potentially encompass three
school districts. The operations and maintenance demands of the project will be sufficient to
create a total of approximately 6-8 full-time jobs. This number of jobs is consistent with the total
jobs created by other recent E.ON projects in the previous year, and E.ON believes this number
to be consistent with (and possibly higher than) the industry standard number of full-time jobs
created by projects of this scale. According to econometric projections, and based on E.ON's
experience with existing wind projects in Texas, E.ON’s investments in the District will result in
substantially increased local economic activity, which, in addition to creating new jobs, will have
a positive effect on existing jobs,

The proposed project cannot sustain a 10-job minimum for each of the school districts in which it
is located (i.e., it cannot create 30 full-time jobs). Accordingly, E.ON hereby requests that
Lyford C.1.8.D. find that the District’s jobs creation requirement exceeds the industry standard
and waive its requirement that E.ON’s project create a minimum number of jobs within the
District, in accordance with Chapter 313 of the Texas Tax Code.

151.8 MW Project San Perlita ISD Raymondville ISD Lyford CISD
Estimated Investment | $105,800,000 $16,100,000 $29,900,000
Percentage per ISD 70% 10% 20%
Installed Turbines 46 7 13

Installed MW 105.8 16.1 29.9

Total Qualifying Jobs | 6 of 8* 1 of 8* 1 of 8*

* . ON anticipates a total of 6-8 full-time jobs will be created by the project. These jobs may
not be specific to a school district, as the duties associated with the operations and maintenance
of the project are likely to keep'each employee active in all three districis.



Exhibit C-2
Average Weekly Wage Data

Lyford CISD is a rural district pursuant to the State Comptroller School District Economic
Development Categories. Therefore, the average project wage must exceed 110% of the county
average manufacturing wage figures found at the Texas Workforce Commission’s (“TWC”)
“Tracer” website at
http://www.tracer?.con/cgi/dataanalysis/AreaSelection.asp?tableName=Industry. Based on the
information provided by the TWC, E.ON estimates the Willacy County avetage weekly wage for
manufacturing jobs to be $704.

2008 1stQtr  Willlacy County Privale 31 3133 Manufacturing §050

2
2008 2nd Qlr  Willacy County Private K3 2 31-33 Manufacturing §586
2008 3rd Qtr  Willacy County Private 31 2 31-33 Manufacturing $668
2008 4th Qi Willacy County Private 31 2 31-33 Manufacturing $602

The average wage to be paid on the project is $774.40, 110% of the county's average weekly
manufacturing wage.



Exhibit C-3
Average Weekly Wage Data

Based on an average 40-hour work week and an average hourly rate of $12.66, E.ON estimates
that the Willacy County average weekly wage for manufacturing jobs to be $506.40. This figure
is calculated using information published by the agencies listed below.

The Texas Data Center and Office of the State Demographer has provided the following county
cross-reference information:

o Willacy County is associated with the Lower Rio Grande Valley Council of
Governments;
Council of Government Code: 21
Economic Region Code: 08
Economic Region: South Texas
This regional data is available at:
http://www.txsde.utsa.edu/reference/georef/county_master.php

The 2007 regional wage information for the Lower Rio Grande Valley Council of Governments
is shown on the following list, available at:
http://www.tracer2.com/admin/uploadedPublications/COGwages.pdf

At the time this application was submitted, the 2008 data was not available on the “Tracer”
website.

2007 Manufacturing Wages by Council of Government Region; Wages for All Occupations

COG Hourly Annual
Texas $19.80 $41,184
1, Panhandle Regional Planning Commission $17.49 $36,379
2. South Plains Assaciation of Governments $14.48 $30,118
3. NORTEX Regional Planning Commission $16.97 $35,298
4, North Central Texas Council of Governments $21.72 $45,178
5. Ark-Tex Council of Governments $15.08 $31,304
6. Enst Texas Council of Governments $15.40 $32,032
7. West Central Texas Council of Governments $15.35 $31,928
8. Rio Grande Council of Governments $14.41 $29,973
9. Permian Basin Regional Planning Commission  $16.36 $34,029
10, Concho Valley Council of Governments $13.49 $28,059
11. Heart of Texas Council of Governments $15.65 $32,552
12. Capital Area Council of Governments $23.66 $49,213
13. Brazos Valley Council of Governments $14.86 $30,909
14, Deep East Texas Councll of Governments $14.86 $30,909
15, South East Texas Regional Planning Coammission $22.73 $47,278
6. Houston-Galveston Area Council $21.06 $43,805
[7. Golden Crescent Regional Planning Commission $17.91 $37,253
[8. Alamo Area Council of Qovernments $16.09 $33,467
19. South Texas Development Council $12.37 $25,730
20. Coastal Bend Council of Governments $21.78 $45,302
21. Lower Rio Grande Valley Development Council $12.66 $26,333
22. Texoma Council of Governments $18.23 $37,918
23. Central Texas Council of Governments $15.94 $33,155

24, Middle Rio Grande Development Council $12.91 $26,853




Temporary Addendum to Application for Appraised Value Limitation on
Qualified Property - July 2009

The 81% Legislature passed HB 3676, which made changes to Texas Tax Code, Chapter
313, including more information required to be analyzed in the Comptroller’s economic
impact evaluation (§313.026(a)). In order to facilitate completion of the evaluation,
please provide the following, including temporary supplemental schedules A,B& Cto
collect information needed for HB 3676. The information on this addendum and
additional schedules is required pursuant to the provisions of HB 3676, 81st Legislature,
effective June 19, 2009. Additionally, the Comptroller is authorized by 34 TAC §
9.1057(b) to request information from the school district or applicant that is reasonably
necessary to complete the recommendation or economic impact evaluation at any time
during the application review period. (Note: Should the applicant anticipate the need to
keep any of the requested information in the application, addendum or supplemental
schedules confidential, please read the attachment entitled ‘Confidential Information
submitted to the Comptroller’ at the end of this addendum.)

Applicant name: EC&R Development, LLC

Please describe the general nature of the applicant’s investment:

The _investment will consist of a wind power generation facility located in_ Willacy
County. Texas, The improvements will include wind turbines and towers and also any
other property jn the Reinvestment Zone that will be used to produce wind power and

perform other functions related to the production, distribution, and transmission _of
electric power,

Taxing entities that have jurisdiction for the property:

County: Willacy

Are you seeking property tax abatements or other favorable tax treatment from this
entity? If so, please describe the request (typically the percentage abatement and the
length of time the abatement would be in effect).

Yes. 70% abatement requested for 10 years.

City: Not seeking any tax abatements or favorable tax treatment from the City. .
Are you seeking property tax abatements or other favorable tax treatment from this
entity? If so, please describe the request (typically the percentage abatement and the
length of time the abatement would be in effect).

Hospital District: Not planning to seek any tax abatements or favorable tax treatment
from the Hospital District at this time,

' All § references are to Texas Tax Code, Chapter 313 as amended by HB 3676, 81" Legislature, unless
otherwise noted.



Are you seeking property tax abatements or other favorable tax treatment from this
entity? If so, please describe the request (typically the percentage abatement and the
length of time the abatement would be in effect).

Other (describe):

Are you seeking property tax abatements or other favorable tax treatment from any of
these entities? If so, please describe the request (typically the percentage abatement and
the length of time the abatement would be in effect).

Are you secking any other state or local economic development incentives? Examples
could include road or public infrastructure improvements, job training grants, loan
guarantees, special financing, ete.) No If yes, please describe, attaching
documentation as necessary.

The locally collected sales tax rate is; The locally collected sales tax rate is 0,010 for
Lyford, This equals a total tax rate of 0,0725 for Lyford. The locally collected sales tax

rate varies for the project area,

Will the land upon which the new building or new improvement be built be part of the
qualified property described by §313.021(2)(A)?__ No If yes, please attach
complete documentation: legal description, parcel ID, current taxable value, owner, etc.

‘Will the project be on leased land? Yes

If there are any other payments made in the state or economic information that youn
believe should be included in the economic analysis, please attach a separate schedule
showing the amount for each year affected, including an explanation.

What is the anticipated date of application approval? December 31, 2009

What is the anticipated date of beginning of the qualifying time period? December 31
2009

What is the approximate date the proposed facility or new improvement is expected to be
fully operational? June 30, 2012

What is the minimum required annual wage for each qualified job in this school district?
[Sec new §§313.021(5)(A) or 313.021(5)(B) or 313.021(3)(E)(ii), or 313.05 1(b).]
Please specify method of computation and attach documentation from TWC web
site. (Note that applicants to school districts subject to Subchapter C because of
demographic characteristics must meet the regional wage standard deseribed in

§313.051(b).)
See Schedule C and Exhibit C to the Application,

What is the minimum annual wage you will be paying for each qualified job in this
school district?



See Schedule C and Exhibit C to the Application,

What is the maximum number of qualifying jobs meeting all criteria of §313.021(3) you
are committing to create? (Use Schedule C-3676, Column F to indicate number of
qualifying jobs in specific years,)

See Schedule C and Exhibit C to the Application,

By signing this addendum, you certify that this information is true and correct 10 the best
of your knowledge and belief,

Patrick Woods Sr, Vice President
Name of authoyifed company officer Title
Signature of authorized company officer Date )

On behalf of EC&R. Development, LLC

Name of corporation/company

If you make a false statement on this application, you could be found guilty of a
Class A misdemeanor or a state jail felony under Texas Penal Code §37.10.

Schoeol district official sign and date application.

By signing below, I affirm that I have been delegated the authority by the school district
governing body to act on its behalf with regard to this application for a limitation on
apprgised value,

o S um'u@dmﬁ

Namg of authori ol district officer Tirle
ﬂlﬂdﬁo 8:20. 09

Signature of authorized school district official Date

Name of school district: __Lyford C.I.S.D.
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Temporary Addendum to Application for Appraised Value Limitation on
Qualified Property - July 2009

The 81* Legislature passed HB 3676, which made changes to Texas Tax Code, Chapter
313", including more Information required to be analyzed in the Cotmptroller’s economic
impact evaluation (§313.026(a)). In order to facilitate completion of the evaluation,
please provido the following, including temporary supplemental sohedules A, B & C to
colleot information needed foxr HB 3676, The information on this addendum and
additional schedules is required pursuant to the provisions of HB 3676, 81st Legislaturo,
offective June 19, 2009, Additionally, the Comptroller is authorized by 34 TAC §
9,1057(b) to request information from the gahool disteict ox applicant that is reasonably
necessary to complete the recommendation or oconomic impact evaluation at any time
during the application roview period. (Note: Should the applicant anticipate the need to
keep any of the requested information in the application, addendura or supplemental
gohedules confidential, please read the aitachment entitled “Confidential Information
ubmitted to the Comptroller’ at the end of this addendum.)

Applicant name; BC&R Development, LLC

Plense describe tho goneral nature of the applicant’s investment;

The investment consist of a wind po nora cility locate ill
County, Texas. The improvements will include wind turbines and towers and nlso any
other property in the Reinv egiment Zone that will be used to_produce wind power and

er i related e production, digtribution, and gsion
electric power, '

Taxing entities that have jurisdiction for the property:

County: Willacy

Ato you secking property tax abatetnents or other favorable tax treatment from this
entity? If so, please desoribe the request (typically the percentage abatoment and the
length of time the ebatement would be in effect),

Yen. 70% abatement req uegted for 10 years,

City: Not seeking ments or favorable ta
Are you seoking property lax abatements or other favorable tax treatment from this

ontity? If so, please describe the request (typically the percentage abatement and the
Jength of time the abatement would be in effect).

Hospital District: Not planning to seok a

from the Hospital Distrlct at this time,

I Al § voforences are to Texas Tax Codo, Chaptor 313 a8 amended by HB 3676, 81* Legislaturo, unloss

otherwise noted.

P2
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Are you seeking propexty tax abatements or other favorable tax treatment from this
ontity? If so, plense describe the request (typically the percentage abatement and the
longth of time the abatement would bo in effect).

Other (desctibe):
Are you seeking property tax abatements or other favorable tax treatment from any of

these entities? If so, please doscribe the request (typically the percentago abatement and
the length of time the abatement would be in effect).

Ate you seeking any other state or local economic development incentives? Examplos
could inolude road or public infrastructure improvements, job training grants, loan
guarantees, special financing, etc.) No If yes, plense describe, attaching
documentation as necessgary.

The locally collected sales tax rate is; The locally colleoted sales tax xato ig 0,010 for
i |

Lyford, Thig equals a total tax rate 0£0,0725 for Lyford, The locally collected sales tax
rate varies for the project area.
Will the land upon which the new building or new improvement be built be part of the

qualified property described by §313.021(2)(A)?_No If yes, please attach
complete documentation: legal desoription, parcel ID, current taxable value, owner, etc.

Will the project be on leased land? Yes

If there are any other payments made in the state or economic information that you
believe should be included in the economic analysis, please attach a separate schedule
showing the amount for each year affected, inoluding an explanation.

What is the anticipated date of application approval? December 31, 2009
What is the anticipated date of boginning of the qualifying time period? Degember 31,
2009

What is the approximate date the proposed facility or now improvetment is expected to bo
fully operational? ___June 30, 2012

What is the minimum required annual wage for each qualified job in this school district?
[See new §§313.021(5)(A) or 313.021(5)(B) or 313.021(3)(B) (i), or 313.051(b).]
Please specify method of computation and attach documentation from TWC web
site, (Note that applicants to school districts subject to Subchapter C because of
demographic characteristics must meet the roglonal wage standard described in

§313.051(b).)

ord CISD is istrict and minimym re i % of the
¢ for the Lowe de elopment Council (See E it C-3),

nual o for the LRGDC is $26,333 refore, the minimum i wapge

for the i iobs in thig schoo] district is $28,96
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What is the minimum annual wage you will be paying for each qualified job in this
school distriet?

$40,268.

What is the maximum number of qualifying jobs meeting all criteria of §313.021(3) you
are committing to create? (Use Schedule C-3676, Column F to indicate number of

qualifying jobs in speoifio years.)

The operations and maintenance demands of the projeot will be sufficlent to cxeate 8 full-
6_jobs. &R_commi ate at least 8 full-time jobs for the enti ojec

0 r, these jobs may not ific to a sphool igtrict, as the duti oci ith

the operations jnd_xglgintenance of the project ate likely to keep each employee active in

h of the dis e project area, ECE&R. anticipates that 1 of the 8 j will be
areated in L. 1S ee Exhibit C-1,

Sr. Vice Prosidont
Title
, lo]dafoa
Signatiive of autovited company officer Date' '

On behalf of EC&R Development, LLC
Name of corporation/company

If you make a false statement on this application, you could be found guilty of a
Class A misdomennor or a state jail felony under Texas Penal Code §37.10.

School district official sign and dato application, -
By signing below, I affirm that I have been defegated the authority by the school district

governing body to act on its behalf with regard to this application for a limitation on

agpéaised value. JE g o 'f'e <o {_‘

Name of authorized sehool district officer Title
: O

Stgnature of authorized school disirict official Date

Name of school distriet: __Lyford CLS.D,

P.4







Attachment B

Certificate of Account Status



Texas COMPTROLLER OF PUBLIC ACCOUNTS
SUSAN COMBS » COMPTROLLER « AUSTIN, TEXAS 78774

December 9, 200!

CERTIFICATE OF ACCOUNT STATUS

THE STAUE (F TEXA
UONTY & "TRAVE

1, Swlsan (wmbs, mptroller ot Piwlic Accownts of the stae of ‘lexas, DJHEREBY (ER.VIFY thas
according t the records ot this office

EMR DEVELY MENT, 1

1g, as ot this datw, 1n good s@ndlng wth thls oftilce hawng no tranchlse tax repot
or payments dwe at thig fne. This certiticate 1e wvalid throgh the date that the nex’
tranchise f@x reportwall be dwe fy 17, 2010

Thigs certiticate does not make a representaton as o the state of the entaty':
reqlstrafhon, 11 any, wth te Texas Secrefary ot sState

This certiticate 1s walid tor the pupose oif conwersion wien the conwrted entity 1
swbiect I tranchlse @X as requred by law ‘This certiticate 1s not valid tor am
other tiling wth the Texas bSecretary or Sate

GIVEN WNDER B HAND AN
SEAL (P (FFEE 1n the Qty o
Asfin, this Yth day o
December 2009 AD

Suwan (nbs

lexas (Wnpirolle)

Taxpayer nuber: 3203945153
Fi1le nmber: 0801119001

Form 05-304 (Rev. 12-07/17)






Attachment C

State Comptroller’s Recommendation



$u s AN TEXAs COMPTROLLER 0f PuBLIC ACCOUNTS

C O M B S PO.Box 13528 « AusTiN, TX 78711-3528

November 23, 2009

Mr. Eduardo Infante

Superintendent

Lyford Consolidated Independent School District
Post Office Drawer 220

Lyford, Texas 78569-0220

Dear Superintendent Infante:

On Oct. 15, 2009, the agency received the completed application for a limitation on appraised value
originally submitted to the Lyford Consolidated Independent School District (Lyford CISD) by EC&R
Development, LLC (EC&R) in July 2009, under the provisions of Tax Code Chapter 313. This letter
presents the Comptroller’s recommendation regarding EC&R’s application as required by Section
313.025(d), using the criteria set out by Section 313,026, Our review assumes the truth and accuracy of
the statements in the application and that, if the application is approved, the applicant would perform
according to the provisions of the agreement reached with the school district. Filing an application
containing false information is a criminal offense under Texas Penal Code Chapter 37.

According to the provisions of Chapter 313, Lyford CISD is currently classified as a rural school district
in Category 3. The applicant properly applied under the provisions of Subchapter C, as applicable to rural
school districts, and the amount of proposed qualified investment ($29.9 million) is consistent with the
proposed appraised value limitation sought ($10 million). The property value limitation amount noted in
this recommendation is based on property values available at the time of application and may change
prior to the execution of any final agreement.

EC&R is proposing the construction of wind power electricity generating facility in Willacy County.
EC&R is an active franchise taxpayer, as required by Tax Code Section 313.024(a), and is in good
standing. After reviewing the application using the criteria listed in Section 313.026, and the information
provided by EC&R, the Comptroller’s recommendation is that EC&R’s application under Tax Code

Chapter 313 be approved.

Our recommendation does not address whether the applicant has complied with all Chapter 313
requirements. Chapter 313 places the responsibility to verify that all requirements of the statute have been
fulfilled on the school district. Section 313.025 requires the school district to determine if the evidence
supports making specific findings that the information in the application is true and correct, the applicant
is eligible for a limitation and that granting the application is in the best interest of the school district and
state. When approving a job waiver requested under Section 313.025(f-1), the school district must also
find that the statutory jobs creation requirement exceeds the industry standard for the number of
employees reasonably necessary for the operation of the facility. As stated above, we prepared the
recommendation by generally reviewing the application and supporting documentation in light of the
Section 313.026 criteria and a cursory review of the industry standard evidence necessary to support the

waiver of the required number of jobs.

WWW . WINDOW.STATE. TX. US 512-463-4000 * TOLL FREE: |-800-531-5441 » FaX: 512-463-4965




Mr. Eduardo Infante
November 23, 2009
Page Two

The Comptroller’s recommendation is based on the final, completed application that has been submitted
to this office, and may not be used to support an approval if the application is modified, the information
presented in the application changes, or the limitation agreement does not conform to the application.
This recommendation is contingent on the district approving and executing a limitation agreement within
a year from the date of this letter, and is valid only for a qualifying time period that begins in accordance
with the approved application and a conforming limitation agreement, As required by Comptroller Rule
9.1055 (34 T.A.C. 9.1055), the signed limitation agreement must be forwarded to our office as soon as
possible after execution. During the 81st Legislative Session, House Bill 3676 made a number of changes
to the chapter. Please visit our Web site at www.window.state.tx.us/taxinfo/proptax/hb1200 to find an
outline of the program and links to applicable rules and forms.

Should you have any questions, please contact Robert Wood, director of Local Government Assistance

and Economic Development, by e-mail at robert.wood@cpa.state.tx.us or by phone at (800) 531-5441, ext.

3-3973, or direct in Austin at (512) 463-3973.

Sincerely,

n A. Hubert
Deguty Comptroller

Endlosure

cc: Robert Wood






Attachment D

Economic Analysis



Economic Impact for Chapter 313 Project

Applicant

EC&R Development LLC

Tax Code, 313.024 Bligibility Category

Renewable energy clectric generation - Wind

Lyford Consolidated Independent School District

School District
2007-08 Enrollment in School District 1,522
Counly Willacy
“Total Investment in Disteict $29,900,000
Qualified Investment $20,900,000
Limitation Amount $10,000,000
Number of total jobs commiitted to by applicant 1
Number of qualifying jobs commilied to by applicant 1*
Average Weekly Wage of Qualifying Yobs committed 10 by applicant $774
Minimum Weekly Wage Requited Tax Code, 313.025(A) $557
Minimum Annual Wage commilted to by applicant for quatified jobs . $40,268
Investment per Qualifying Job $29,900,000
Number of Turbines 13
Megawalls 29.9
Start of Construction on or before December 2010
End of Construction first quarter 2012
Estimated 15 year total levy without any limit or credit: $3,072,472
Bstimated 15 year total tax benefitlevy loss $1,246,752
Fstimated 15 year total tax benefit {after deductions for estimated school district
revenue protection--hut not including any deduction for yet-to-be negotiated
supplemental payments or extraordinary educational expernses): $1,198,788
Tax Credits Paid (estimaled - part of total tax benefit in the two lines above -
appropriated through Foundation School Program) $0
Net Tax Paid After Limitation, Credits and Revenue Protection: $1,873,684
Tax benefit as a percentage of what applicant woukl have paid without value
limitation agreement (perceniage exempled) 39.0%
Percentage of tax benefit due to the limitation 100.0%
0.0%

Percentage of Lax benefit due to the credit.

number of qualifylng jobs pursuant fo Tax Code, 313.025 (f-1).

* Applicant Is requesting district lo valve requirement to create minimum




This presents the Comptroller’s economic impact evaluation of EC&R Development (the project) applying to
Lyford Consolidated Independent School District (the district), as required by Tax Code, 313,026, With the
exception of Table 1, this report examines the impact of the portion of the project in Lyford ISD. As this
project is part of a larger project, spanning three school districts, Table 1 examines the statewide impact on
employment and personal income from the project in its entirety, including pottions in Raymondville ISD
and San Perlita ISD. This evaluation is based on information provided by the applicant and examines the

following criteria:

(1) the recommendations of the compiroller;

(2) the name of the school district;

(3) the'name of the applicant;

(4) the general nature of the applicant's investment;

(5) the relationship between the applicant’s industry and the types of qualifying jobs to be created by the
applicant to the long-term economic growth plans of this state as described in the strategic plan for
economic development submitted by the Texas Strategic Economic Development Planning
Commission under Section 481.033, Government Code, as that section existed before February 1,
1999;

(6) the relative level of the applicant's investment per qualifying job to be created by the applicant;

(7)  the number of qualifying jobs to be created by the applicant;

(8) the wages, salaries, and benefits to be offered by the applicant to qualifying job holders;

(9) the ability of the applicant to locate or relocate in another state or another region of this state;

(10) the impact the project will have on this state and individual local units of government, including:

(A) tax and other revenue gains, direct or indirect, that would be realized during the qualifying time
period, the limitation period, and a period of time after the limitation period considered
appropriate by the comptroller; and

(B) economic effects of the project, including the impact on jobs and income, during the qualifying
time period, the limitation period, and a period of time after the Jimitation period considered

' appropriate by the comptroller;

(11) the economic condition of the region of the state at the time the person's application is being
considered;

(12) the number of new facilities built or expanded in the region during the two years preceding the date of
the application that were eligible to apply for a limitation on appraised value under this subchapter;

(13) the effect of the applicant’s proposal, if approved, on the number or size of the school district's

_ instructional facilities, as defined by Section 46.001, Education Code;

(14) the projected market value of the qualified property of the applicant as determined by the comptroller;

(15) the proposed limitation on appraised value for the qualified property of the applicant;

(16) the projected dollar amount of the taxes that would be imposed on the qualified propexty, for each year
of the agreement, if the property does not receive a limitation on appraised value with assumptions of
the projected appreciation or depreciation of the investment and projected tax rates clearly stated;

(17) the projected dollar amount of the taxes that would be imposed on the qualified property, for each tax
year of the agreement, if the property receives a limitation on appraised value with assumptions of the

. projected appreciation or depreciation of the investment clearly stated; '
(18) the projected effect on the Foundation School Program of payments to the district for each year of the

agreement;
(19) the projected future tax credits if the applicant also applies for school tax credits under Section

313.103; and
(20) the total amount of taxes projected to be lost or gained by the district over the life of the agreement
computed by subtracting the projected taxes stated in Subdivision (17) from the projected taxes stated

in Subdivision (16).



‘Wages, salaries and benefits [313.026(6-8)]

After construction, the project will create one new job when fully operational. That job will meet the criteria
for qualifying jobs as specified in Tax Code Section 313.021(3). According to the Texas Workforce
Commission (TWC), the regional manufacturing wage for the Lower Rio Grande Development Council
Region, where Willacy County is located was $26,333 in 2007. The average manufactoring wage for the
most recent four quarters for Willacy County is $34,606. In addition to an annual average salary of $40,268
each qualifying position will receive benefits such as health insurance and training, The project’s total
investment is $29.9 million, resulting in a relative level of investment per qualifying job of $29.9 million,

Ability of applicant to locate to another state and [313.026(9)]

According to EC&R’s application, “they are an international developer of wind projects and has operations
in several regions and states within the U.S. ...and have the ability to locate projects of this type to the
Southwest, Northwest, and Northeast as well as Canada and several Buropean sites.”

Number of new facilities in region [313.026(12)]

During the past two years, no projects in the Lower Rio Grande Development Council Region applied for
value limitation agreements under Tax Code, Chapter 313.

Relationship of applicant’s industry and jobs and Texas’s economic growth plans [313.026(5)]

The Texas Economic Development Plan does not mention Renewable Energy specifically, However, one
theme of the plan is attracting and fostering industries in Texas using advanced technology. Rencwable
enexgy technology is an expanding industry and the skilled workers that the project requires appear to be in
line with the focus and themes of the plan. Texas identified energy as one of six target clusters in the Texas
Cluster Initiative. The plan stresses the importance of technology in all sectors of the energy industry.

Economic fmpact [313.026(10)(A), (10)(B), (11), (13-20)]

As mentioned eatlier, the EC&R project applying to Lyford CISD under Chapter 313 is part of a larger
project encompassing three school districts in Willacy County, EC&R has also applied for value limitation
agreements with Raymondville ISP and San Perlita ISD. For the purposes of assessing the economic impact
of the project to Texas, the Comptroller’s Office used data for the entire project (eight jobs with annual
salaries of $40,268 per job). Table 1 depicts the estimated economic impact to Texas of the EC&R. It
depicts the direct, indirect and induced effects to employment and personal income within the state. The
Comptroller’s office calculated the economic impact based on 16 years of annual investment and
employment levels using software from Regional Economic Models, Inc. (REMI). The impact includes the

construction period and the operating period of the project.



Table 1: Estimated Statewide Economic Impact of Investment and Employment in EC&R in Lyford
CISD, Raymondville ISD, and San Perlita ISD

Employment Personal Income
Year Direct| + Induced| Total Direct| Indirect + Induced Total
2009 0 0 0 $0 50 $0
2010 0 0 0 - $0 $0 $0
2011 158 223| 381) $6,362,344 $14,048,036( $20,411,280
2012 8 29| 87| $322,144 $1,992,806| $2,315,040
2013 8 17| 25| $822,144 $3,253,136| $3,575,280
2014 8 12| 20] $322,144 $2,132,256| $2,454,400
2015 8 10| 18] $322,144 $2,208,676] $2,630,720
2016 8 10| 18| $322,144 $2,285,236] $2,607,380
2017 8 8 14| $322,144 $2,365,076| $2,687,220
2018 8 8l 16| $322,144 $2,449,016f $2,771,160
2019 8 12| 20| $322,144 $2,536,616] $2,858,760
2020 8 10[ 18| $322,144 $1,161,746| $1,473,890
2021 8 9| 17| $322,144 $1,197,808] $1,520,050
2022 8 11 19| $322,144 $2,818,596] $9,135,740
2023 8 9 17| $322,144 $2,910,616] $3,232,760
2024 8 10| 18| $322,144 $3,012,736] $3,334,880

Source: CPA, REMI, EC&R

The statewide average ad valorem tax base for school districts in Texas was $1.6 billion in 2008, Lyford
CISD’s ad valorem tax base in 2008 was $207.4 million. The statewide average wealth per WADA was
estimated at $352,755 for fiscal 2009-2010. During that same year, Lyford CISD'$ estimated wealth per
WADA was $92,700. The impact on the facilities and finances of the district is presented in Attachment 2,

Table 2 examines the estimated direct impact on ad valorem taxes to the school district and Willacy County
with all property tax incentives sought being granted using estimated market value from EC&R’s application,
EC&R has applied for both a value limitation under Chapter 313, Tax Code and a county tax abatement
under Tax Code, Chapter 312 seeking 70 percent abatement per year for ten years. Table 3 illustrates the
estimated tax impact of the project on the region if all taxes are assessed.



Table 2 Estimated Direct Ad Valorem Taxes wiih all properly tax incentives sought
Estimated Estimated
Taxable value |Taxable value Lyford CISD Lyford CISD
Year for1&S for M&O 1&S M&0 Willacy County |Total Texes
Tax Rate 0.1600] 1.0400 0.6228
2009 $0 $0 $0 $0 50 50
2010 $0 50 $0 0 $0 $0
2011 S0 50 40 $0 $0 $0
2012]  $28,700,000 _ $10,000,000 $45,920 $104,000 $125,121]  $275,041
2013]  $27,550,000]  $10,000,000 $44,080 $104,000 $120,107|  $268,187
2014]  $26,450,000]  $10,000,000 542,320 $104,000 $115,311]  $261,631
2015  $25,390,000]  $10,000,000 440,624 $104,000 $110,690|  $255,314
2016  $24,370,000]  $10,000,000 $38,992 $104,000 $106,243|  $249,235
2017|  $23,400,000]  $10,000,000 837,440 $104,000 $102,015|  $243,455
2018  $22,460,000]  $10,000,000 $35,936 $104,000 $97,917|  $237,853
2019  $21,560,000  $10,000,000 $34,496 $104,000 $03,993]  $232,489
20200  $20,700,000  $20,700,000 $33,120 $215,280 490,244|  $338,644
2021  $19,870,000| $19,870,000 $31,792 $206,648 486,625  $325,065
2022| $19,080,000| $19,080,000 $30,528 $198,432 $118,830]  $347,790
2023|  $18,320,000] $18,320,000 529,312 $190,528 $114,097|  $333,937
2024  $17,580,000 $17,580,000 $28,128 5182,832 $109,488|  $320,448
' Total $3,689,089
Source: CPA, EC&R
#Assumes Chapter 313 Value Limitation and County Tax Abatement '
I'Tax Rate per $100 Valuation
Table 3 Estimated Direct Ad Valorem Taxes without property tax incentives
Estimated Estimated
Taxable value }Taxable value Lyford CISD Lyford CISD
Year for |&S for M&O 1&S M&Q Wiliacy County |Total Taxes
Tax Rate 0.2600 1.0400 0.6228
2009 $0 $0 50 $0 S0 50
2010 50 $0 $0 $0 $0 $0
2011 $0 $0 $0 $0 $0 $0
2012|  $28,700,000]  $28,700,000 $45,920 $298,480 $178,744]  $523,144
2013|  $27,550,000]  $27,550,000 544,080 $286,520 $171,581|  $502,181
2014|  $26,450,000]  $26,450,000 $42,320 $275,080 $164,731|  $482,131
2015|  $25,390,000] $25,390,000 540,624 $264,056 $158,129|  $462,809
2006 524,370,000 $24,370,000 $38,992 $253,448 $151,776|  $444,216
2017|  $23,400,000]  $23,400,000 $37,440 $243,360 $145,735|  $426,535
2018 $22,460,000]  $22,460,000 535,936 $233,584 $139,881)  $409,401
2019] $23,560,000 $21,560,000 $34,496 $224,224 $134,276]  $392,996
2020  $20,700,000(  $20,700,000 $33,120 $215,280 $128,920]  $377,320
2021| $19,870,000) $19,870,000 $31,792 $206,648 $123,750{  $362,190
2022  $19,080,000{ 19,080,000 $30,528 $198,432 $118,830]  $347,790
2023|  $18,320,000]  $18,320,000 $29,312 $190,528 $114,097|  $333,937
2024  $17,580,000) $17,580,000 $28,128 $182,832 $109,488]  $320,448
Total $5,385,098

Source: CPA, EC&R
ITax Rate per $100 Valuation



Attachment 1 includes schedules A, B, and C proviﬂed by the applicant in the application, Schedule A shows
proposed investment and tax expenditures. Schedule B is the projected market value of the qualifiéd property
and Schedule C contains employment information.

Attachment 2, provided by the district and reviewed by the Texas Education Agency, contains information
relating to the financial impact of the proposed project on the finances of the district as well as the tax benefit
of the value limitation, “Table 5” in this attachment shows the estimated 15 year total tax levy without the
val$uc Timitation agreement would be $3,072,472. The estimated gross 15 year total tax benefit, or levy loss,
is $1,246,752, .

Attachment 3 is an economic overview of Willacy County.

Disclaimer: This examination is based on information from the application submitted to the school district
and forwarded to the comptroller. It is intended to meet the statutory requirement of Chapter 313 of the Tax
Code and is not intended for any other purpose,
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Willacy County Overview Report
Population

Total county population in 2008 for Willacy County: 20,600, up 0.8 percent from 2007.
State population Increased 2.0 percent In the same time period.
Willacy County was the state's 113th largest counly in population in 2008 and the 108th fastest growing county from

2007 to 2008.
Willacy County population in 2008 was: 11,0 percent White  (below the state average of 47.4 percent,)

2.1 percent Black  (below the state average of 11.3 percent.)
86.4 percent Hispanic (above the stale average of 36.5 percent.)
2008 population of the largest cities and places in Willacy County:

Raymondville: 9,501
Lyford: 2,441
San Perlita: 692

Economy and Income

Employment
September 2009 total employment in Willacy County: 7,175, down 0.8 percent from September 2008,
State total employment decreased 0.7 percent during the same period.

September 2009 Willacy County unemployment rate was 14.3 percent, up from 10.0 percent in September 2008.
The statewide unemployment rate for September 2009 was 8.2 percent, up from 5.1 percent In September 2008,

September 2009 unemployment rate In the city of:
NIA

(Note: County and State unemployment rates are adjusted for seasonal fluctuations, but the Texas
Workforce Commission City unemployment rates are not. Seasonally-adjusted unemployment
rates are not comparable with unadjusted rates.) & -

Income

Willacy County's ranking in per capita personal income Tn 2007: 238th with an average per capita income of
$20,765, up 11.0 percent from 2006.
Statewide average per capita personal income was $37,083 In 2007 up 6.5 percent from 2006.

Industry

Agricultural cash values in Willacy County averaged $71.3 million annually from 2005 to 2008, County total
agricultural values in 2008 were up 28.9 percent from 2007. Major agriculture related commodities in Willacy County

during 2008 included:
Beef Total Cotton Recreation Sorghum Sugar Cane

2007 preliminary oil and gas production in Willacy County: 445,880 barrels of oil and 27,925,008 Mcf of gas.
In February 2008, there were 92 producing oll wells and 90 producing gas wells.

Taxes

Sales Tax - Taxable Sales
Quarterly (January through March 2009)

Taxable sales in Willacy County during the first quarter of 2009: $14,661,652, up 5.8 percent from the same quarter
in 2008.

hitp:/hwvrvtexasahead.orgllexasedge
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Taxable sales during the first quarter in the cily of.

Lyford $417,872, down 0.2 percent from the same quarter in 2008.
Raymondville $13,100,535, up. 4,7 percent from the same quarter in 2008,

Annual {2008)
Taxable sales in Willacy County durlng 2008: $56,611,301, up 5.5 percent from 2007.

Taxable sales during 2008 in the city of:
Lyford $1,825,177, down 5.2 percent from 2007.
Raymondvllle $50,771,438, up 6.6 percent from 2007,

" represent amounts subject lo state sales tax values thal are suppressed for confidentialily reasons.

Sales Tax - Local Sales Tax Allocations

Monthly (September 2009)
Statewide payments based on the sales activity month of September 2009: , down 8.7 percent from September
2008,

Annual (2008)
Statewide payments hased on the sales activity months of 2008: $6,026,220,888, up 5.8 percent from 2007.

o city sales tax was imposed.

Property Tax

As of 2007, property values in Willacy County: $915,504,359, up 3.6 percent from 2006 values.
The properly tax base per person in Willacy County Is $44,442, below the statewide average of $77,317.
About 23.5 percent of the property tax base is derived from oil, gas and minerals.

State Expenditures

Willacy County's ranking In state expenditures by county in state fiscal year (FY) 2008: 92nd. State expenditures in
the county for FY 2008: $112,060,115, down 8.9 percent from FY 2007.
IQr:J g\ﬁ;lacy County, 10 state agencies provide a total of 90 jobs and $948,553 In annualized wages (as of 1st quarter
9).
Major state agencles in the county (as of 1st quarter 2009):
Department of Aging and Disability Services
Department of Public Safety
Health & Human Services Commission
University of Texas Medical Branch
Department of Transportation

http:/iwww.texasahead.org/lexasedge
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School Districts
Willacy County had 4 school districts with 12 schools and 4,486 students in the 2007-2008 school year,

( Statewlde, the average teacher salary In school year 2007-2008 was $46,179, The percentage of students,
statewlde, meeting the 2008 Texas Assessment of Knowledge and Skills (TAKS) passing standard for all
2007-2008 TAKS tests was 72 percent.)

LASARA ISD had 382 students in the 2007-2008 school year. The average teacher
salary was $44,501, The percentage of students meeting the 2008 TAKS
passing standard for all tests was 80 percent.

LYFORD CISD had 1,522 students in the 2007-2008 school year. The average teacher
salary was $43,338, The percentage of students meeting the 2008 TAKS
pasging standard for all tests was 62 percent.

RAYMONDVILLE 18D had 2,303 students in the 2007-2008 school year, The average teacher
salary was $43,041, The percentage of students meeting the 2008 TAKS
passing standard for all tests was 56 percent.

SAN PERLITA ISD had 279 students in the 2007-2008 school year. The average teacher
salary was $41,937. The percentage of students meeting the 2008 TAKS
passing standard for all tests was 76 percent.

Higher Education
( Fall 2008 enroliment)
Community Colleges in Willacy County:

None

Willacy County is in the service area of the following:

Texas Southmost College with a fall 2008 enrollment of 13,490 Students.
Countes In the service area include Cameron

Willacy

Institutes of Higher Education in Willacy County with a fall 2008 enrollment

None

http:mwm.texasahead.orgﬁex&sedgc
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Robert Scott
Commissioner

November 16, 2009

Mr. Robert Wood
Director, Local Government Assistance and Economic Development

Texas Comptroller of Public Accounts
Lyndon B. Johnson State Office Building
111 East 17th Street

Austin, Texas 78774

Dear Mr, Wood:

As required by the Tax Code, §313.025 (b-1), the Texas Education Agency (TEA) has
evaluated the impact of the proposed EC&R Development, LLC, project on the number
and size of school facilities in Lyford Consolidated Independent School District (LCISD).
Based on the analysis prepared by Moak, Casey and Associates for the school district
and conversations with the LCISD superintendent, Eduardo Infante, the TEA has found
that the EC&R Development, LLC, project would not have a significant impact on the
number or size of school facilities in LCISD,

Please feel free to contact me by phone at (512) 463-9268 or by email at
helen.daniels@tea.state.tx.us if you need further information regarding this issue.

Sincerely,

Helen Daniels
Director of State Funding

HD/hd
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Robert Scott
Commissioner

November 16, 2009

Mr. Robert Wood
Director, Local Government Assistance and Economic Development

Texas Comptroller of Public Accounts
Lyndon B. Johnson State Office Building
111 East 17th Street

Austin, Texas 78774

Dear Mr. Wood:

The Texas Education Agency has analyzed the revenue gains that would be realized by
the proposed EC&R Development, LLC, project for the Lyford Consolidated Independent
School District (LCISD). Projections prepared by our Forecasting and Fiscal Analysis
Division confirm the analysis that was prepared by Moak, Casey and Associates and
provided to us by your division. We believe their assumptions are valid and their
estimates of the impact of the EC&R Development, LLC, project on LCISD are correct.

Please feel free to contact me by phone at (512) 463-9268 or by email at
helen.daniels@tea.state.tx.us if you need further information regarding this issue.

Sincerely,

Helen Daniels

Director of State Funding

HD/hd
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Estimated Impact of the Proposed EC&R Development,

LLC Project on the Finances of the Lyford Consolidated

Independent School District under a Requested Chapter
313 Property Value Limitation

Introduction

EC&R Development, LLC (EC&R) has requested that the Lyford Consolidated Independent
School District (LCISD) consider granting a property value limitation under Chapter 313 of the
Tax Code for a new renewable electric wind generation project. EC&R proposes to invest $29.9
million to construct a new wind energy project in LCISD.

The EC&R project is consistent with the state’s goal to “encourage large scale capital investments
in this state.” When enacted as House Bill 1200 in 2001, the original language in Chapter 313 of
the Tax Code made companies engaged in manufacturing, research and development, and
renewable electric energy production eligible to apply to school districts for property value
limitations. Subsequent legislative changes expanded eligibility to clean coal projects, nuclear
power generation and data centers, among others.

School Finance Mechanics

Under the provisions of Chapter 313, LCISD may offer a minimum value limitation of $10
million. Based on the application, the qualifying time period would begin with the 2010-11
school year. The full taxable value of the investment is expected to reach $28.7 million in 2012-
13, with depreciation expected to reduce the taxable value of the project over the course of the

value limitation agreement,

The provisions of Chapter 313 call for the project to be fully taxable in the 2010-11 and 2011-12
school years, unless the District and the Company agree to an extension of the start of the
qualifying time period. For the purposes of this analysis, it is assumed that the qualifying time
period will be the 2010-11 and 2011-12 school years. Beginning in 2012-13, the project would
go on the local tax roll at $10 million and remain at that level of taxable value for eight years for
maintenance and operations taxes. The full taxable value of the project could be assessed for debt
service taxes on voter-approved bond issues throughout the limitation period, with LCISD
currently levying a $0.16 per $100 I&S tax rate.

Under the current school finance system, the property values established by the Comptroller’s
Office that are used to calculate state aid lag by one year, a practical consequence of the fact that
the Comptroller’s Office needs this time to conduct their property value study and now the
planned audits of appraisal district operations in alternating years. A taxpayer receiving a value
limitation pays M&O taxes on the reduced value for the project in years 3-10 and receives a tax
bill for 1&S taxes based on the full project value throughout the qualifying and value limitation
period (and thereafter). The school funding formulas use the Comptroller’s property values that
reflect a reduction due to the property value limitation in years 4-11 as a result of the one-year lag

in property values.

School Finance Impact Study - LCISD Page |1 December 7, 2009
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For the school finance system that operated prior to the approval of House Bill 1 (HB 1) in the
2006 special session, the third year was typically problematical for a school district that approved
a Chapter 313 value limitation. Based on the data provided in the application, EC&R indicates
that no new taxable value would be in place in the second year under the agreement. In year three
(2012-13) of the agreement, the project is expected to go on the tax roll at $10 million or, if
applicable, a higher value limitation amount approved by the LCISD Board of Trustees. Given
that the project is not expected to have taxable value in place during the second year of the
agreement, the revenue loss associated with the implementation of the value limitation would be
modest under the pre-2006 school finance law. In years 4-10, little or no revenue loss would be
anticipated when the state property values are aligned at the minimum value established by the
Board on both the local tax roll and the corresponding state property value study, assuming a
similar deduction is made in the state property values.

HB 1 established a “target” revenue system per student that has the effect of largely neutralizing
the third-year revenue losses associated with Chapter 313 property value limitations, at least up to
a district’s compressed M&O tax rate. Additional tax effort that generates stale equalization
support under the Tier I program operates more like the pre-HB 1 system. A value limitation
must be analyzed for any potential revenue loss associated with both components of the M&O tax
levy above the compressed tax rate. The first six cents beyond the compressed rate are eligible for
equalization at the Austin ISD yield in property wealth per weighted ADA (WADA). For tax
effort in excess of the compressed-plus-six-cents rate, equalization and recapture occur at the
level of $319,500 per WADA.

Under HB 3646—the school finance system changes approved by the Legislature in 2009—the
starting point is the target revenue provisions from HB 1, that are then expanded through the
addition of a series of school funding provisions that had operated previously outside the basic
allotment and the traditional formula structure, as well as an additional $120 per WADA
guarantee. IN the case of LCISD, the District has a revised target revenue amount of $4,728 per
WADA, which is well below the state average of $5,202.

Under the provisions of HB 3646, school districts do have the potential to earn revenue above the
$120 per WADA level, up to a maximum of $350 per WADA above current law. LCISD is
permitted to keep approximately $43 per WADA above the $120 per WADA minimum gain, in
part to offset its lower target revenue figure by a formula increase. Initial estimates indicate that
about 700 school districts are funded at the minimum $120 per WADA level, while about 300
school districts are expected to generate higher revenue amounts per WADA. This is significant
because changes in property values and related tax collections under a Chapter 313 agreement
once again have the potential to affect a school district’s base revenue, although probably not to
the degree experienced prior to the HB 1 target revenue system.

One key element in any analysis of the school finance implications is the provision for revenue
protection in the agreement between the school district and the applicant. In the case of the
EC&R project, the agreement calls for a calculation of the revenue impact of the value limitation
in years 3-10 of the agreement, under whatever school finance and property tax laws are in effect
in each of those years. This meets the statutory requirement under Section 313.027(f) (1) of the
Tax Code to provide school district revenue protection language in the agreement.

School Finance Impact Study - LCISD Page |2 December 7, 2009
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Underlying Assumptions

There are several approaches that can be used to analyze the future revenue stream of a school
district under a value limitation. Whatever method is used, a reasonable analysis requires the use
of a multi-year forecasting model that covers the years in which the agreement is in effect. The
Chapter 313 application now requires 15 years of data and analysis on the project being
considered for a property value limitation.

The approach used here is to maintain static enrollment and property values in order to isolate the
effects of the value limitation under the school finance system. While the new target revenue
system appears to limit the impact of property value changes for a majority of school districts,
changes in underlying property value growth have the potential to influence the revenue stream of
a number of school districts.

Student enrollment counts are held constant at 1,424 students in average daily attendance (ADA)
in analyzing the effects of the EC&R project on the finances of LCISD. The District’s local tax
base totals $186.4 million for the 2009 tax year. About one-third of the LCISD tax base is made
up of mineral values, which creates some year-lo-year variation in taxable values. For the
purposes of this analysis, the underlying $186.4 million taxable value for 2009-10 is maintained
for the forecast period in order to isolate the effects of the property value limitation. LCISD is
classified as a property-poor district, with state wealth per WADA estimated to be $84,067 for the
2010-11 school year. These assumptions are summarized in Table 1.

School Finance Impact

A baseline model was prepared for LCISD under the assumptions outlined above through the
2024-25 school year. Beyond the 2010-11 school year, no attempt was made to forecast the g™
percentile or Austin yield that influence future state funding. Tn the analyses for other districts and
applicants on earlier projects, these changes appeared to have little impact on the revenue
associated with the implementation of the property value limitation, since the baseline and other
models incorporate the same underlying assumptions.

Under the proposed agreement, a second model is established to make a calculation of the
“Baseline Revenue” by adding the value of the proposed EC&R facility to the model, but without
assuming that a value limitation is approved. The results of the model are shown in Table 2.

A third model is developed which adds the EC&R value but imposes the proposed property value
limitation effective in the third year, which in this case is the 2012-13 school year. The results of
this model are identified as “Value Limitation Revenue Model” under the revenue protection
provisions of the proposed agreement (see Table 3). An M&O tax rate of $1.04 is used
throughout this analysis.

A summary of the differences between these models is shown in Table 4. The model results show
approximately $11.9 million a year in net General Fund revenue, after wealth equalization and
other adjustments have been made.

Under these assumptions, LCISD would experience a revenue loss as a result of the
implementation of the value limitation in the 2012-13 school year (-$216,336). The revenue
reduction results from the mechanics of equalization under the Tier II program, which reflects the
one-year lag in value associated with the property value study. It appears that this difference
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disappears after the third year under the assumptions used here. Any formula-loss amount would
be offset by a payment from the EC&R in the third year under the agreement.

One change that has been incorporated into these models is a more precise estimate of the
deduction from the property value study conducted by the Comptroller’s Office. At the school
district level, a taxpayer benefiting from a property value limitation has two property values
assigned by the local appraisal district for their property covered by the limitation: (1) a reduced
value for M&O taxes, and (2) the full taxable value for I&S taxes. This situation exists for the
eight years that the value limitation is in effect.

Under the property value study conducted by the Comptroller’s Office, a single deduction is
calculated for a property value limitation and the same value is assigned for the M&O and I&S
calculations under the school funding formulas. The result of the composite deduction calculation
is that the amount deducted for the value limitation from the state value study is always less than
the tax benefit that has been provided for the taxpayer receiving the value limitation in school
districts that levy M&O taxes.

The consequence of the lower deduction in the value study relative to the Chapter 313 reduction
in the CAD values is that a school district risks not being fully compensated under the school
finance funding formulas for having granted the property value limitation. In the case of LCISD,
the calculated lower reduction in the state property value study relative to the M&O benefit to be
received by the taxpayer does not appear to be substantial. This is largely a function of the
relatively small scale of the project compared to the District’s underlying tax base.

Impact on the Taxpayer

Table 5 summarizes the impact of the proposed property value limitation in terms of the potential
tax savings under the property value limitation agreement. The focus of this table is on the M&O
tax rate only. As noted previously, the property is fully taxable in the first two years under the
agreement, although no taxable value is anticipated in either of the first two tax years of the
qualifying time period, with construction in the second year first appearing on the tax roll for the
2012-013 school year. A $1.04 M&O tax rate per $100 of taxable value is assumed in 2010-11
and thereafler.

Under the assumptions used here, the potential tax savings from the value limitation total $1.2
million over the life of the agreement. In addition, EC&R would be eligible for a tax credit for
taxes paid on value in excess of the value limitation in each of the first two years, although the
lack of taxable value in either of the first two years would leave this project ineligible for tax
credits unless the investment schedule is accelerated. The key LCISD revenue losses are
associated with the Tier II formula calculation and expected to total approximately -$216,336
over the course of the agreement, with all of this revenue loss expected to occur in the third year
under the agreement. In total, the potential net tax benefits are estimated to reach $1.1 million
over the life of the agreement.

Facilities Funding Impact

The EC&R project remains fully taxable for debt services taxes, with LCISD currently levying a
$0.16 per $100 1&S rate. The value of the EC&R project is expected to depreciate over the life of
the agreement and beyond, but full access to the additional value will add to the District’s tax
base. Given that LCISD benefits from Instructional Facilities Allotment (TFA) and Existing Debt
Allotment (EDA) state support and will continue to do so, the initial 1&S tax benefit will result in

School Finance Impact Study - LCISD Page |4 December 7, 2009
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the first year that the project appears on the tax base. In future years, this gain is expected to be
offset by a corresponding reduction in IFA and EDA state support.

The EC&R project is not expected to affect LCISD in terms of enrollment. Continued expansion
of the renewable energy industry could result in additional employment in the area and an
increase in the school-age population, but this project is unlikely to have much impact on a stand-
alone basis.

Conclusion

The proposed EC&R wind energy project enhances the tax base of LCISD. It reflects continued
capital investment in renewable electric energy generation, one of the goals of Chapter 313 of the
Tax Code, also known as the Texas Economic Development Act.

Under the assumptions outlined above, the potential tax benefits under a Chapter 313 agreement
could reach an estimated $1.1 million over the course of the agreement. This amount is net of any
anticipated revenue losses for the District. The additional taxable value also enhances the tax base

of LCISD in meeting its future debt service obligations, especially in the first year that the
additional value appears on the local tax roll.

Table 1 — Base District Information with EC&R Development, LLC Project Value and Limitation Values

CPTAD
Value
with CPTAD

M&0 CAD Value CPTAD CPTAD Project  Value with

School Tax 188 Tax  CAD Value with Value with Value With per Limitation
Year ADA WADA Rate Rate with Project Limitation Project Limitation WADA _ per WADA
201011 1,42400 2,23064 510400 $0.1600 $186.360,362 $186,369,362 $188,278,712  $188,278,712  §84,067 $84,067
201112 142400 223984 $1.0400 $0.1600  $166,369,362  $186.369,362 $188,278,712  $188,278,712  §84,067 $84,067
201243 142400 223964 $1.0400 $0.1600 $215069,362 $196369,362 $188,278,712 $188,278712  $84.067 $84,067
201314 142400 2,23984  $1.0400 $0.1600  $213,919,362  $196,369,362  $216,978,712  $200,772,045  $96,881 $89,645
2014445 142400 223964 $1.0400 $0.1600  $212819,362  $196,369,362 $215828712  $200618712  $96,368 $89,576
201546 142400 2,23964 $1.0400 $0.1600  $211,759,362  $196,369,362  $214728,712  $200,472,045  $95,876 $89,511
201647 142400 223964 $1.0400 $0.1600 $210,739,362  $196,369,362  $213,668,712  $200,330712  $95,403 $89,448
201748 142400 223964  $1.0400 $0.1600  $209,769,362  $196,369,362  $212,648,712  $200,194712 94,048 $89,367
201819 142400 223964 $1.0400 $0.1600 $208,829,362 $196369,362  $211678,712  $200,065,379  $94,515 $89,329
201920 142400 223964 $1.0400 $0.1600 $207,929,362  $196,369,362  $210738,712  $199,940045  $94,095 $89,273
202021 142400 223964 $1.0400 $0.1600 $207,069,362  $207,069,362 $209,838,712  $199,820,045  §93,693 $89,220
202122 142400 223964 $1.0400 $0.1600  $206,239,362  $206,239,362  $208978,712  $208,978,712 83,309 $93,309
202223 142400 223964 $1.0400 $0.1600  $205449,362  $205449,362  $208,148,712  $208,148,712  §92,938 $92,938
202324 142400 223964 $1.0400 $0.1600  $204.689,362  $204,689,362 $207,358,712  $207,358,712  §92,586 $92,586
202425 142400 223964 $1.0400 $0.1600 $203949,362  $203949,362  $206598,712  $206,508,712  §92,246 $92,246

*Tier Il Yield: $48.19; AISD Yield: $59.97; Equalized Wealth: $481,900 per WADA
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Table 2- “Baseline Revenue Model™--Project Value Added with No Value Limitation

State Aid  Recapture
M&O Taxes Additional From from the
State Aid- Excess Additional  Additional  Additional Total

School  Compressed Hold Formula  Recapture Local M&0  M&0Tax  LocalTax General

Year Rate State Aid  Harmless  Reduction Costs Collections  Collections Effort Fund
201011 $1,713,068  $9,794,980 $0 $0 $0 $62,454 $383,069 $0  $11,953,571
201112 $1,713,068  $9,794,980 $0 S0 $0 $62,454 $383,069 30  $11,953,571
2012413 $1,971,381  $9,810,171 $0 $0 S0 $72,804 $447,251 $0  $12,301,608
201314 $1,961,031  $9,523,156 $0 $0 $0 $71,484 $371,600 $0  $11,927.2M1
2014-15 $1,951,130  $9,5634,657 $0 $0 $0 $71,125 $372,082 $0  $11,928,994
2015-16 $1,041,590  $9,545,658 $0 $0 $0 $70,779 $372,529 $0  $11,930,556
2016-17 $1,932,409  $9,556,258 $0 $0 $0 $70,445 $372,964 $0  $11,932,077
201718 $1,923679  $9,566,450 $0 $0 $0 $70,129 $373,405 $0  $11,933,672
201819 $1,915218  $9,576,159 $0 $0 $0 $69,821 $373,792 $0  $11,934.992
2019-20 $1,907,118  $9,585,560 $0 $0 $0 $69,528 $374,189 80 $11,936,395
2020-21 $1,899,378  $9,594,560 $0 $0 $0 $69,247 $374,574 $0  $11,937,758
2021-22 $1,891,907  $9,603,160 $0 $0 $0 $68,975 $374,926 30 $11,938,969
2022-23 $1,884,797  $9.611,461 $0 $0 $0 $68,718 $375,288 $0  $11,940,264
2023-24 $1,877.957  $9,619,361 $0 $0 $0 $68,469 $375,617 S0 $11,941,404
2024-25 $1,871,296  $9,626,962 $0 $0 $0 $68,227 $375917 $0  $11,942.403
Table 3- “Value Limitation Revenue Model"--Project Value Added with Value Limit

State Aid  Recapture
M&O Taxes Additional From from the
State Aid- Excess Additional  Additional  Additional Total

School  Compressed Hold Formula  Recapture LocalM&0  M&OTax  LocalTax General

Year Rate State Aid  Harmless  Reduction Costs Collections  Collections Effort Fund
2010-11 $1,713,068  $9,794.980 $0 $0 $0 $62,454 $383,069 $0  $11,953,671
201112 $1,713,068  $9,794,980 $0 $0 $0 $62,454 $383,069 $0  $11,953,571
2012413 $1,803,073  $9,810,171 $0 $0 $0 $66,081 $405,947 $0  $12,085.271
2013414 $1,803,073  $9,685,231 $0 $0 S0 $65,686 $374,325 $0  $11,928,315
201415 $1,803,073  $9,686,765 $0 $0 $0 $65,691 $374,689 $0  $11,930.218
2015-16 $1,803,073  $9,688,231 $0 $0 $0 $65,695 $375,037 S0 §11,932,037
201617 $1,803,073  $9,689,645 $0 $0 $0 $66,700 $375,374 S0 $11,933,792
2017-18 $1,803,073  $9,691,005 $0 $0 $0 $65,704 $375,698 30 $11,935480
2018-19 $1,803,073  $9,692,208 $0 $0 $0 $65,708 $376,007 $0  $11,937,086
2019-20 $1,803,073  $9,693,552 $0 $0 30 $65,712 $376,306 80 $11,938,644
2020-21 $1,899,378  $9,694,752 $0 $0 $0 $69,563 $398,640 $0  $12,062,333
2021-22 $1,891,907  $9,603,160 $0 $0 $0 $68,975 $374,926 $0  $11,938,969
2022-23 $1,884,797  $9,611,461 $0 $0 $0 $68,718 $375,288 $0  $11,940,264
2023-24 $1,877,957  $9,619,361 $0 $0 $0 $68,469 $375,617 $0  $11,941,404
2024-25 $1,871,296  $9,626,962 $0 $0 $0 $68,227 $375,917 $0  $11,942403
School Finance Impact Study - LCISD Page |6 December 7, 2009
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Table 4 - Value Limit less Project Value with No Limit

State Aid Recapture
M&O Taxes Additional From from the
State Aid- Excess Additional  Additional  Additional Total
School  Compressed Hold Formula  Recaplure  Local M&O M&O Tax Local Tax General
Year Rate State Aid  Harmless  Reduction Costs Collections  Collections Effort Fund

2010-11 $0 $0 $0 $0 $0 $0 $0 $0 $0
2011-12 $0 30 $0 $0 $0 $0 §0 $0 $0
201213 -$168,308 $0 $0 $0 $0 -$6,724 -$41,304 $0  -$216,336
201314 -$167,958  $162,075 $0 $0 $0 -$5,798 $2,725 $0 $1,044
201415 -6148,057  $152,108 $0 $0 $0 -§5,434 $2,607 $0 $1,224
2015-16 6138517  $142,573 $0 $0 $0 -$5,083 $2,508 30 $1,481
201617 -$129,336  $133,387 $0 $0 $0 -$4,745 $2.410 $0 $1.715
2017-18 $120,606  $124,546 $0 $0 $0 -54,425 $2,293 $0 $1,808
2018-19 $112,146  $116,139 $0 $0 $0 -$4,113 $2.214 $0 $2,095
2019-20 -$104,045  $107,992 $0 $0 $0 -$3,815 $2,117 $0 $2,248
2020-21 $0  $100,192 $0 $0 $0 $317 $24,066 $0 $124,575
2021-22 $0 $0 $0 $0 $0 $0 $0 $0 $0
2022-23 $0 $0 $0 $0 $0 $0 $0 $0 $0
2023-24 $0 $0 $0 $0 $0 $0 $0 $0 $0
2024-25 $0 $0 $0 S0 $0 $0 $0 $0 $0

Table 5 - Estimated Financial impact of the EC&R Development, LLC Project Property Value Limitation Request Submitted to LCISD at

$1.04 M&O Tax Rate
Tax Benefit
Tax Credits to Company School
Estimated Taxes Tax Savings  for First Two Before District Estimated
School Taxable Value Before Taxes after ~ @Projected  Years Above Revenue Revenue Net Tax
Year Project Value Value Savings Value Limit Value Limit M&O Rate Limit Protection Losses Benefils

2010-11 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
2011-12 $0 $0 $0 50 $0 0 $0 S0 50 $0
201213 $28,700,000  $10,000,000  $18,700,000 $298,480 $104,000 $194,480 $0 $194,480 -$216,336 $0
201314 $27,550,000  $10,000,000  $17,550,000 $286,520 $104,000 $182,520 $0 $182,520 $0 $182,520
2014-15 $26.450,000  $10,000,000  $16,450,000 $275,080 $104,000 $171,080 $0 $171,080 $0 $171,080
201516 25,390,000  $10,000,000  $15,380,000 $264,056 $104,000 $160,056 $0 $160,056 $0 $160,056
201617 $24,370,000  $10,000,000  $14,370,000 $253,448 $104,000 $149,448 $0 $149,448 $0 $149,448
201718 $23,400,000  $10,000,000  §13,400,000 $243,360 $104,000 $139,360 $0 $139,360 $0 $139,360
2018-19 $22.460,000  $10,000,000  $12,460,000 $233,584 $104,000 $129,584 $0 $129,584 $0 $120,584
2019-20 $21,560,000  $10,000,000  $11,560,000 $224,224 $104,000 $120,224 $0 $120,224 $0 $120,224
2020-21 $20,700,000  $20,700,000 $0 $215,280 $215,280 $0 $0 $0 $0 $0
2021-22 $19,870,000  $19,870,000 $0 $206,648 $206,648 $0 $0 $0 $0 $0
2022-23 $19,080,000  $19,080,000 $0 $198,432 $198,432 $0 $0 $0 $0 $0
2023-24 $18,320,000  $18,320,000 $0 $190,528 $190,528 $0 $0 $0 $0 $0
2024-25 $17,580,000  $17,580,000 $0 $182,832 $182,832 $0 $0 $0 $0 $0
Totals: $3,072,472 $1,825,720 $1,246,752 $0 $1,246,752 -$216,336 $1,052,272

Tax Credit for Value Over Limit In First 2 Years 2010 2011 Max Credits

$0 $0 $0

Credits Earned $0

Credils Paid $0

Excess Credits Unpaid $0

School Finance Impact Study - LCISD Page |7 December 7, 2009
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AGREEMENT FOR LIMITATION ON APPRAISED VALUE
OF PROPERTY FOR SCHOOL DISTRICT
MAINTENANCE AND OPERATIONS TAXES

by and between

LYFORD CONSOLIDATED INDEPENDENT SCHOOL DISTRICT

and

EC&R DEVELOPMENT, LLC

(Texas Taxpayer ID # 32039451532)

Dated

December 14, 2009



AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY FOR
SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES

STATE OF TEXAS §
COUNTY OF WILLACY N

THIS AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY
FOR SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES, hereinafter
referred to as this “Agreement,” is executed and delivered by and between LYFORD
CONSOLIDATED INDEPENDENT SCHOOL DISTRICT, hereinafter referred to as the “District,” a
lawfully created independent school district within the State of Texas operating under and
subject to the Texas Education Code, and EC&R DEVELOPMENT, LLC, Texas Taxpayer
Identification Number 32039451532 hereinafter referred to as the “Applicant.” The Applicant
and the District are hereinafter sometimes referred to individually as a “Party” and collectively as
the “Parties.” Certain capitalized and other terms used in this Agreement shall have the
meanings ascribed to them in Section 1.3.

RECITALS

WHEREAS, on July 27, 2009, the Superintendent of Schools of the Lyford Consolidated
Independent School District, acting as agent of the Board of Trustees of the District (the “Board
of Trustees”), received from the Applicant an Application for Appraised Value Limitation on
Qualified Property, pursuant to Chapter 313 of the Texas Tax Code; and,

WHEREAS, on October 9, 2009, the Superintendent of Schools of the Lyford
Consolidated Independent School District, acting as agent of the Board of Trustees of the District
(the “Board of Trustees”), received from the Applicant a Supplement to the Application for
Appraised Value Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax
Code; and,

WHEREAS, the Board of Trustees has acknowledged receipt of the Application and the
Supplemented Application along with the requisite application fee as established pursuant to
Texas Tax Code § 313.025(a)(1) and Local District Policy CCG (Local); and,

WHEREAS, the Application was delivered to the Texas Comptroller’s Office for review
pursuant to Texas Tax Code § 31 3.025(b); and,

WHEREAS, the Application was reviewed by the Texas Comptroller’s Office pursuant
to Texas Tax Code § 313.025(d), and on November 23, 2009 the Comptroller’s Office, via letter,
recommended that the Application be approved; and,

Agreement for Limitation on Appraised Value

Between Lyford Consolidated Independent School Distriet and EC &R Development, LLC
December 14, 2009
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IWHEREAS, the Texas Comptroller of Public Accounts conducted an economic impact
evaluation pursuant to Chapter 313 of the Texas Tax Code; and,

WHEREAS, the Board of Trustees has reviewed the economic impact evaluation
pursuant to Texas Tax Code § 313.025(e) and has carefully considered such evaluation; and,

WHEREAS, the Application was reviewed by the Willacy County Appraisal District
established in Willacy County, Texas (the “Willacy County Appraisal District”), pursuant to
Texas Tax Code § 6.01; and,

WHEREAS, on Decemberl4, 2009, the Board of Trustees conducted a public hearing on
the Application at which it solicited input into its deliberations on the Application from all

interested parties within the District; and,

WHEREAS, on December14, 2009, the Board of Trustees made factual findings pursuant
to Texas Tax Code § 313.025(f), including, but not limited to findings that: (i) the information in
the Application is true and correct; (ii) this Agreement is in the best interest of the District and
the State of Texas; (iii) the Applicant is eligible for the Limitation on Appraised Value of the
Applicant’s Qualified Property; (iv) cach criterion listed in Texas Tax Code § 313.026 has been
met; and, (v.) if the job creation requirement set forth in Texas Tax Code § 313.051(b) (i.e., 10
jobs) was applied, for the size and scope of the project described in the Application and in
EXHIBIT 3, the required number of jobs would exceed the industry standard for the number of
employees reasonably necessary for the operation of the facility; and,

WHEREAS, on December 14, 2009, the Board of Trustees determined that the Tax
Limitation Amount requested by Applicant, and as defined in Sections 1.2 and 1.3, below, is
consistent with the minimum values set out by Tax Code, §§ 313.022(b) and 313.052, as such
Tax Limitation Amount was computed for the effective date of this Agreement; and,

WHEREAS, on December 14, 2009, pursuant to the provisions of Texas Tax Code
§ 313.025(f-1), the Board of Trustees waived the job creation requirement set forth in Texas Tax
Code § 313.051(b); and,

WHEREAS, on December 14, 2009, the Board of Trustees approved the form of this
Agreement for a Limitation on Appraised Value of Property for School District Maintenance and
Operations Taxes, and authorized the Board President and Secretary to execute and deliver such
Agreement to the Applicant;

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

Agreement for Limitation on Appraised Value
Between Lyford Consolidated Independent School District and EC&R Development, [.LC

December 14, 2009
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ARTICLE I

AUTHORITY, TERM, DEFINITIONS, AND GENERAL PROVISIONS

Section 1.1. AUTHORITY

This Agreement is executed by the District as its written agreement with the Applicant
pursuant to the provisions and authority granted to the District in Texas Tax Code § 313.027.

Section 1.2. TERM OF THE AGREEMENT

This Agreement shall commence and first become effective for the ad valorem property
valuations of the Qualified Property and Qualified Investments made pursuant fo this Agreement
beginning with the tax appraisals to be made as of January 1, 2010, which date is referred to
herein as the “Commencement Date.” The Parties acknowledge that the limitation on the local
ad valorem property values shall not commence until the valuations are made as of January 1,
2012, the second anniversary of the Commencement Date. These first two Tax Years that begin
on the Commencement Date (i.e., the 2010 and 2011 Tax Years), which together with the period
from the date of approval until January 1, 2010 are collectively referred to herein as the
“Qualifying Time Period,” as that term is defined in Texas Tax Code § 313.021(4). Unless
sooner terminated as provided herein, the limitation on the local ad valorem property values shall
terminate on December 31, 2019. Except as otherwise provided herein, this Agreement will
terminate, in full, on December 31, 2022. The termination of this Agreement shall not (i) release
any obligations, liabilities, rights and remedies arising out of any breach of, or failure to comply
with, this Agreement occurring prior to such termination, or (ii) affect the right of a Party to
enforce the payment of any amount to which such Party was entitled before such termination or
to which such Party became entitled as a result of an event that occurred before such termination,
so long as the right to such payment survives said termination.

Except as otherwise provided herein, the Tax Years for which this Agreement is effective
are as set forth below and set forth opposite each such Tax Year are the corresponding year in the
term of this Agreement, the date of the Appraised Value determination for such Tax Year, and a
summary description of certain provisions of this Agreement corresponding to such Tax Year (it
being understood and agreed that such summary descriptions are for reference purposes only,
and shall not affect in any way the meaning or interpretation of this Agreement):

Year of Date of School Tax Year Summary Deseription
Agreement Appraisal Year of Provisions
1 January 1, 2010 | 2010-11 2010 No limitation on value. Possible
tax credit in future years.
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Date of
Appraisal

Year of
Agreement

School
Year

Tax Year

Summary Description
of Provisions

2 January 1, 2011

2011-12

2011

No limitation on value. Possible
tax credit in future years.

3 January 1, 2012

2012-13

2012

$ 10 million property value
limitation.

4 January 1, 2013

2013-14

2013

$ 10 million property value
limitation. Possible tax credit due
to Applicant.

5 January 1, 2014

2014-15

2014

$ 10 million property value
limitation. Possible tax credit due
to Applicant.

6 January 1, 2015

2015-16

2015

$ 10 million property value
limitation. Possible tax credit due
to Applicant.

7 January 1, 2016

2016-17

2016

$ 10 million property value
limitation. Possible tax credit due
to Applicant.

8 January 1, 2017

2017-18

2017

$ 10 million property value
limitation. Possible tax credit due
to Applicant.

9 January 1, 2018

2018-19

2018

$ 10 million property value
limitation. Possible tax credit due
to Applicant.

10 January 1, 2019

2019-20

2019

$ 10 million property value
limitation. Possible tax credit due
to Applicant.

11 January 1, 2020

2020-21

2020

No tax limitation. Possible tax
credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination.

Agreement for Limitation on Appraised Value

Between Lyford Consolidated Independent School District and EC&R Development, LLC

December 14, 2009
Page 4 of 27



12 January 1, 2021 | 2021-22 2021 No tax limitation. Possible tax
credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination.

13 January 1, 2022 | 2022-23 2022 No tax limitation. Possible tax
credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination.

Section 1.3. DEFINITIONS

Wherever used herein, the following terms shall have the following meanings, unless the
context in which used clearly indicates another meaning, to-wit:

“4ef” means the Texas Economic Development Act set forth in Chapter 313 of the Texas
Tax Code, as amended.

“Affiliate” means any entity that directly or indirectly through one or more
intermediaries, controls or is controlled by or is under common control with the Applicant. For
purposes of this definition, control of an entity means (i) the ownership, directly or indirectly, of
fifty (50) percent or more of the voting rights in a company or other legal entity or (ii) the right
to direct the management or operation of such entity whether by ownership (directly or
indirectly) of securities, by contract or otherwise.

“Affiliated Group” means a group of one or more entities in which a controlling interest
is owned by a common owner or owners, either corporate or non-corporate, or by one or more of

the member entities.

“Agreement” means this Agreement, as the same may be modified, amended, restated,
amended and restated, or supplemented from time to time in accordance with Section 6.3.
) I

« fumual Limit” means the maximum annual benefit which can be paid directly to the
District as a Supplemental Payment under the provisions of Tex. Tax Code § 313.027(i). For
purposes of this Agreement the amount of the Annual Limit shall be One Hundred Forty-One
Thousand Nine Hundred Dollars ($141,900.00) based upon the District’s 2008-09 Average Daily
Attendance of 1,419.427, rounded to the nearest student.

“Applicant” means EC&R Development, LLC, (Texas Taxpayer ID # 32039451532), the
company listed in the Preamble of this Agreement who, on July 27, 2009, filed the Original
Application and on October 9, 2009 filed a Supplement to the Application with the District for
an Appraised Value Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax
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Code. The term “Applicant” shall also include the Applicant’s assigns and successors-in-
interest.

“Appraised Value” shall have the meaning assigned to such term in Section 1.04(8) of the
Texas Tax Code.

“4pplicable School Finance Law” means Chapters 41 and 42 of the Texas Education
Code, the Texas Economic Development Act (Chapter 313 of the Texas Tax Code),
Chapter 403, Subchapter M, of the Texas Government Code applicable to the District, and the
Constitution and general laws of the State applicable to the independent school districts of the
State, including specifically, the applicable rules and regulations of the agencies of the State
having jurisdiction over any matters relating to the public school systems and school districts of
the State, and judicial decisions construing or interpreting any of the above. The term also
includes any amendments or successor statutes that may be adopted in the future that could
impact or alter the calculation of the Applicant’s ad valorem tax obligation to the District, either
with or without the limitation of property values made pursuant to this Agreement.

“dpplication” means collectively the Application for Appraised Value Limitation on
Qualified Property (Chapter 313, Subchapter B or C, of the Texas Tax Code) initially filed with
the District by the Applicant on July 27, 2009, and the October 9, 2009 Supplement to the

Application filed with the District.

“ dppraisal District” means the Willacy County Appraisal District.

“Comptroller” means the Texas Comptroller of Public Accounts.

«Comptroller’s Rules” means the applicable rules and regulations of the Comptroller set
forth at Chapter 34 Texas Administrative Code, together with any court or administrative

decisions interpreting same.

“County” means Willacy County, Texas.

“District” or “School District” means the Lyford Consolidated Independent School
District, being a duly authorized and operating independent school district in the State, having
the power to levy, assess, and collect ad valorem taxes within its boundaries and to which
Subchapter C of the Act applies. The term also includes any successor independent school
district or other successor governmental authority having the power to levy and collect ad
valorem taxes for school purposes on the Applicant’s Qualified Property or the Applicant’s
Qualified Investment.

“Force Majeure” means a failure caused by (a) provisions of law, or the operation or
effect of rules, regulations or orders promulgated by any governmental authority having
jurisdiction over the Applicant, the Applicant’s Qualified Property or the Applicant’s Qualified
Investment or any upstream, intermediate or downstream equipment or support facilities as are
necessary to the operation of the Applicant’s Qualified Property or the Applicant’s Qualified
Investment; (b) any demand or requisition, arrest, order, request, directive, restraint or
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requirement of any government or governmental agency whether federal, state, military, local or
otherwise; (c) the action, judgment or decree of any court; (d) floods, storms, hurricanes,
evacuation due to threats of hurricanes, lightning, earthquakes, washouts, high water, fires, acts
of God or public enemies, wars (declared or undeclared), blockades, epidemics, riots or civil
disturbances, insurrections, strikes, labor disputes (it being understood that nothing contained in
this Agreement shall require the Applicant to settle any such strike or labor dispute), explosions,
breakdown or failure of plant, machinery, equipment, lines of pipe or electric power lines (or
unplanned or forced outages or shutdowns of the foregoing for inspections, repairs or
maintenance), inability to obtain, renew or extend franchises, licenses or permits, loss,
interruption, curtailment or failure to obtain electricity, gas, steam, water, wastewater disposal,
waste disposal or other utilities or utility services, inability to obtain or failure of suppliers to
deliver equipment, parts or material, or inability of the Applicant to ship or failure of carriers to
transport electricity from the Applicant’s facilities; or (¢) any other cause (except financial),
whether similar or dissimilar, over which the Applicant has no reasonable control and which
forbids or prevents performance.

"Land " shall have the meaning assigned to such term in Section 2.2.

“Maintain Viable Presence” means the operation over the term of this Agreement of the
facility or facilities for which the tax limitation is granted, as the same may from time to time be
expanded, upgraded, improved, modified, changed, remodeled, repaired, restored, reconstructed,
reconfigured, and/or reengineered and (ii) the retention over the term of this Agreement of not
fewer than one (1) Qualifying Jobs to be located and performed within Applicant’s entire Wind
Energy Project that includes, but is not limited to, Applicant’s Qualified Property, as set forth in
the Application, with the minimum salaries required by Texas Tax Code § 313.021(3)(E).

“Maintenance and Operations Revenue” or “M&O Revenue” means (i) those revenues
which the District receives from the levy of its annual ad valorem maintenance and operations
tax pursuant to Texas Education Code § 45.002 and Article VII § 3 of the Texas Constitution,
plus (ii) all State revenues to which the District is or may be entitled under Chapter 42 of the
Texas Education Code or any other statutory provision as well as any amendment or successor
statute to these provisions, plus (iii) any indemnity payments received by the District under other
agreements similar to this Agreement to the extent that such payments are designed to replace
District M&O Revenue lost as a result of such similar agreements, less (iv) any amounts
necessary to reimburse the State of Texas or another school district for the education of
additional students pursuant to Chapter 41 of the Texas Education Code.

“Market Value” shall have the meaning assigned to such term in Section 1.04(7) of the
Texas Tax Code.

“Oualified Investment” has the meaning set forth in Chapter 313 of the Texas Tax Code,
as interpreted by the Comptroller’s Rules, as these provisions existed on the date of this
Agreement, applying any specific requirements for rural school districts imposed by Subchapter
C of Chapter 313 of the Texas Tax Code and by the Comptroller’s Rules.

Agreement for Limitation on Appraised Value
Between Lyford Consolidated Independent School District and EC&R Development, LLC

December 14, 2009
Page 70127



“Oualified Property” has the meaning set forth in Chapter 3 13 of the Texas Tax Code, as
interpreted by the Comptroller’s Rules and the Texas Attorney General, as these provisions
existed on the date of this Agreement, applying any specific requirements for rural school
districts imposed by Subchapter C of Chapter 313 of the Texas Tax Code and by the

Comptroller’s Rules.

"Oualifying Time Period” means the period that begins on the date of approval of this
Agreement by the District’s Board of Trustees and ends on December 31% of the second Tax
Year that begins after such date of approval, as is defined in Texas Tax Code § 313.021(4)(A).

“Revenue Protection Amount” means the amount calculated pursuant to Section 3.2 of
this Agreement.

“State” means the State of Texas.

“Tuv Credit” means the tax credit, either to be paid by the District to Applicant, or to be
applied against any taxes that the school district imposes in Qualified Property, as computed
under the provisions of Subchapter D of the Act, and rules adopted by the Comptroller and/or the
Texas Education Agency, provided that Applicant complies with the requirements under such
provisions, including the timely filing of a completed application under Texas Tax Code
§ 313.103 and the duly adopted administrative rules.

“Tuv Limitation Amount” means the maximum amount which may be placed as the
Appraised Value on Qualified Property/Qualified Investment for years three (3) through ten (10)
of this Agreement pursuant to Texas Tax Code § 313.054. That is, for each of the eight (8) Tax
Years 2012, 2013, 2014, 2015, 2016, 2017, 2018, and 2019, the Appraised Value of the
Applicant’s Qualified Investment for the District’s maintenance and operations ad valorem tax
purposes shall not exceed, and the Tax Limitation Amount shall be, the lesser of:

(a) the Market Value of the Applicant’s Qualified Investment; or
(b) Ten Million Dollars ($10,000,000.00).

This Tax Limitation Amount is based on the limitation amount for the category that applies to
the District on the effective date of this Agreement, as set out by Tax Code, §313.022(b) or

§313.052.

"y Year” shall have the meaning assigned to such term in Section 1.04(13) of the Texas

Tax Code (i.e., the calendar year).

«Tuxable Value” shall have the meaning assigned to such term in Section 1.04(10) of the
Texas Tax Code.
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“Tovas Education Agency Rules” means the applicable rules and regulations adopted by
the Texas Commissioner of Education in relation to the administration of Chapter 313, Texas
Tax Code, which are set forth at Chapter 19, Texas Administrative Code, together with any court
or administrative decisions interpreting same.

“Wind Enerey Project” means a renewable wind energy electric generation project as
defined by Tex. Tax Code § 313.024(b)(5) that enters into an agreement for a limitation on
appraised value pursuant to the Texas Economic Development Act (Chapter 313 of the Texas

Tax Code).

ARTICLE I1
PROPERTY DESCRIPTION
Section 2.1. LOCATION WITHIN A QUALIFIED REINVESTMENT OR ENTERPRISE ZONE

The Applicant’s Qualified Property upon which the Applicant’s Qualified Investment
will be located is within an area designated as a reinvestment zone under Chapter 311 or 312 of
the Texas Tax Code. The legal description of the reinvestment zone in which the Applicant’s
Qualified Property is located is attached to this Agreement as EXHIBIT 1 and is incorporated
herein by reference for all purposes.

Section 2.2. LOCATION OF QUALIFIED PROPERTY

The location of the Applicant’s Qualified Property upon which the Applicant’s Qualified
Investment will be located is described in the legal description which is attached to this
Agreement as EXHIBIT 2 and is incorporated herein by reference for all purposes. The Parties
expressly agree that the boundaries of the Land may not be materially changed from its
configuration described in EXHIBIT 2 without the express authorization of each of the Parties.

Section 2.3.  DESCRIPTION OF QUALIFIED INVESTMENT

The Qualified Investment and/or Qualified Property that is subject to the Tax Limitation
Amount is described in EXHIBIT 3, which is attached hereto and incorporated herein by reference
for all purposes (“Applicant’s Qualified Investment”). Property which is not specifically
described in EXHIBIT 3 shall not be considered by the District or the Appraisal District to be part
of the Applicant’s Qualified Investment for purposes of this Agreement, unless pursuant to Texas
Tax Code § 313.027(c) and Section 8.3 of this Agreement, the Board of Trustees, by official
action, provides that such other property is a part of the Applicant’s Qualified Investment for
purposes of this Agreement.
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Section 2.4, QUALIFYING USE

The Applicant’s Qualified Investment described above in Section 2.3 qualifies for a tax
limitation agreement under Texas Tax Code § 313.024(b)(5) as a renewable energy generation

facility.
Section 2.5. APPRAISED VALUE LIMITATION

So long as Applicant makes a Qualified Investment in the amount Ten Million Dollars
($10,000,000.00), or greater, during the Qualifying Time Period; and unless this Agreement has
been terminated as provided herein before such Tax Year, for each of the eight (8) Tax Years
2012, 2013, 2014, 2015, 2016, 2017, 2018, and 2019, the Appraised Value of the Applicant’s
Qualified Investment for the District’s maintenance and operations ad valorem tax purposes shall
not exceed the lesser of:

(a) the Market Value of the Applicant’s Qualified Investment; or
(b) Ten Million Dollars ($10,000,000.00).

This Tax Limitation Amount is based on the limitation amount for the category that applies to
the District on the effective date of this Agreement, as set out by Tax Code, §313.022(b) or

§313.052.

ARTICLE 111
PROTECTION AGAINST LOSS OF FUTURE DISTRICT REVENUES

Section 3.1.  INTENT OF THE PARTIES

Subject to the limitations contained in this Agreement (including Section 5.1), it is the
intent of the Parties that the District shall, in addition to the receipt of payments as set forth
below in Article TV of this Agreement, be compensated by the Applicant for any loss that the
District incurs in its Maintenance and Operations Revenuc as a result of entering into this
Agreement, after taking into account any payments (o be made under this Agreement, other than
payments as set forth in Article IV. Subject to the limitations contained in this Agreement
(including Section 5.1), it is the intent of the Parties that the risk of any negative financial
consequence to the District in making the decision to enter into this Agreement will be borne by
the Applicant and not by the District.

Section 3.2. CALCULATING THE AMOUNT OF LOSS OF REVENUES BY THE DISTRICT

Subject to the provisions of Sections 5.1 and 5.2, the amount to be paid by the Applicant
to compensate the District for loss of Maintenance and Operations Revenue resulting from, or on
account of this Agreement for each year during the term of this Agreement shall be determined
in compliance with the Applicable School Finance Law in effect for such year and according to

the following formula:

Agreement for Limitation on Appraised Value
Between Lyford Consolidated Independent School District and EC&R Development, LLC

December 14, 2009
Page 10027



The M&O amount owed by the Applicant to District means the Original M&O Revenue
minus the New M&O Revenue;

Where:

il.

Original M&O Revenue means the total State and local
Maintenance & Operations Revenue that the District would have
received for the school year under the Applicable School Finance
Law had this Agreement not been entered into by the Parties and
the Qualified Property and/or Qualified Investment been subject to
the ad valorem maintenance & operations tax.

New M&O Revenue means the total State and local Maintenance
& Operations Revenue that the District actually received for such
school year.

In making the calculations required by this Section 3.2:

iil.

i

.

The Taxable Value of property for each school year will be
determined under the Applicable School Finance Law.

For purposes of this calculation, the tax collection rate on the
Applicant’s Qualified Property and/or the Applicant’s Qualified
Investment will be presumed to be one hundred percent (100%)

If, for any year of this Agreement, the difference between the
Original M&O Revenue and the New M&O Revenue as calculated
under this Section 3.2 results in a negative number, the negative
number will be considered to be zero.

All calculations made for years three (3) through ten (10) of this
Agreement under Section 3.2, Subsection 7 of this Agreement will
veflect the Tax Limitation Amount for such year.

All calculations made under this Section 3.2 shall be made by a
methodology which isolates only the revenue impact caused by
this Agreement. Applicant shall not be responsible to reimburse
the District for other revenue losses created by other agreements or
any other factors.
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Section 3.3. COMPENSATION FOR L.OSS OF OTHER REVENUES

In addition to the amounts determined pursuant to Section 3.2 above, and to the extent
provided in Section 6.3, the Applicant, on an annual basis, shall also indemnify and reimburse
the District for the following:

a. all non-reimbursed costs it incurred by the District in paying or otherwise crediting to the
account of Applicant, any applicable tax credit to which Applicant may be entitled
pursuant to Chapter 313, Subchapter D of the Texas Tax Code, and for which the District
does not receive reimbursement from the State pursuant to Texas Educ. Code § 42,2515,
or other similar or successor statute.

b. all non-reimbursed costs, certified by the District’s external auditor to have been incurred
by the District for extraordinary education-related expenses related to the project that are
not directly funded in state aid formulas, including expenses for the purchase of portable
classrooms and the hiring of additional personnel to accommodate a temporary increase
in student enrollment attributable to the project.

c. all non-reimbursed charges to the District which are attributable to the payment by
Applicant to or on behalf any other third party beneficiary.

Section 3.4. CALCULATIONS TO BE MADE BY THIRD PARTY

All calculations under this Agreement shall be made annually by an independent third
party (the “Third Party”) jointly approved each year by the District and the Applicant. If the
Parties cannot agree on the Third Party, then the Third Party shall be selected by the mediator
provided in Section 7.8 of this Agreement.

Section 3.5. DATA USED FOR CALCULATIONS

The calculations for payments under this Agreement shall be initially based upon the
valuations placed upon the Applicant’s Qualified Investment and/or the Applicant’s Qualified
Property by the San Patricio County Appraisal District in its annual certified tax roll submitted to
the District pursuant to Texas Tax Code § 26.01 on or about July 25 of each year of this
Agreement. Immediately upon receipt of the valuation information by the District, the District
shall submit the valuation information to the Third Party selected under Section 3.4. The
certified tax roll data shall form the basis of the calculation of any and all amounts due under this
Agreement. All other data utilized by the Third Party to make the calculations contemplated by
this Agreement shall be based upon the best available current estimates. The data utilized by the
Third Party shall be adjusted from time to time by the Third Party to reflect actual amounts,
subsequent adjustments by the San Patricio County Appraisal District to the District’s certified
tax roll or any other changes in student counts, tax collections, or other data.
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Section 3.6. DELIVERY OF CALCULATIONS

On or before November 1 of each year for which this Agreement is effective, the Third
Party appointed pursuant to Section 3.4 of this Agreement shall forward to the Parties a
certification containing the calculations required under Sections 3.2 and/or 3.3 of this Agreement
in sufficient detail to allow the Parties to understand the manner in which the calculations were
made. The Third Party shall simultaneously submit his, her or its invoice for fees for services
rendered to the Parties, if any fees are being claimed. Upon reasonable prior notice, the
employees and agents of the Applicant shall have access, at all reasonable times, to the Third
Party's offices, personnel, books, records, and correspondence pertaining to the calculation and
fee for the purpose of verification. The Third Party shall maintain supporting data consistent
with generally accepted accounting practices, and the employees and agents of the Applicant
shall have the right to reproduce and retain for purpose of audit, any of these documents. The
Third Party shall preserve all documents pertaining to the calculation and fee for a period of
three (3) years after payment. The Applicant shall not be liable for any of Third Party's costs
resulting from an audit of the Third Party's books, records, correspondence, or work papers
pertaining to the calculations contemplated by this Agreement or the fee paid by the Applicant to
the Third Party pursuant to Section 3.7, if such fee is timely paid.

Section 3.7. PAYMENT BY APPLICANT

The Applicant shall pay any amount determined to be due and owing to the District under
this Agreement on or before the January 31 next following the tax levy for each year for which
this Agreement is effective. By such date, the Applicant shall also pay any amount billed by the
Third Party plus any legal expenses paid by the District to its attorneys, auditors, or financial
consultants for the preparation and filing of any financial reports, disclosures, or tax credit or
other reimbursement applications filed with or sent to the State of Texas which are, or may be
required under the terms or because of the execution of this Agreement. In no year shall the
Applicant be responsible for the payment of any total expenses under this Section in excess of
Ten Thousand Dollars ($10,000.00).

Section 3.8. RESOLUTION OF DISPUTES

Pursuant to Section 3.4 and Section 3.6, should the Applicant disagree with the
certification containing the calculations, the Applicant may appeal the findings, in writing, to the
Third Party within fifteen (15) days of receipt of the certification, Within fifteen (15) days of
receipt of the Applicant's appeal, the Third Party will issue, in writing, a final determination of
the certification containing the calculations. Any appeal by the Applicant of the final
determination of the Third Party may be made, in writing, to the Lyford Independent School
District Board of Trustees within fifteen (15) days of the final determination.

Section 3.9. EFFECT OF PROPERTY VALUE APPEAL OR OTHER ADJUSTMENT

In the event that the Taxable Value of the Applicant’s Qualified Investment and/or the
Applicant’s Qualified Property is changed after a final appeal of the valuation or is otherwise
changed, once the determination of a new value becomes final, the calculations required by
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Sections 3.2 and 3.3 of this Agreement will be recomputed by the Third Party using the new
valuations. Upon completion of the new calculations, the Third Party shall transmit the new
calculations to the Parties. The Party owing funds to the other signatories to this Agreement
shall pay any amounts owed within thirty (30) days of receipt of the new calculations from the

Third Party.
Section 3.10. EFFECT OF STATUTORY CHANGES

Notwithstanding any other provision in this Agreement, but subject to the limitations
contained in Section 5.1, in the event that, by virtue of statutory changes to the Applicable
School Finance Law, administrative interpretations by the Comptroller, Commissioner of
Education, or the Texas Education Agency, or for any other reason attributable to statutory
change, the District will receive less Maintenance and Operations Revenue, or, if applicable, will
be required to increase its payment of funds to the State, because of its participation in this
Agreement, Applicant shall make payments to the District, up to the revenue protection amount
limit set forth in Section 5.1, that are necessary to offset any negative impact on the District as a
result of its participation in this Agreement. Such calculation shall take into account any
adjustments to the amount calculated for the current fiscal year that should be made in order to
reflect the actual impact on the District.

ARTICLE 1V

SUPPLEMENTAL PAYMENTS
Section 4.1. AMOUNTS EXCLUSIVE OF INDEMNITY AMOUNTS

In addition to undertaking the responsibility for the payment of all of the amounts set
forth under Article 11, and as consideration for the execution of this Agreement by the District,
the Applicant shall also be responsible for the Supplemental Payments set forth in this Article
IV. It is the express intent of the Parties that the obligation for Supplemental Payments under
this Article 1V are separate and independent of the obligation of the Applicant to pay the
amounts described in Article I1I; provided, however, that payments under Articles III and IV are
subject to the limitations contained in Section 5.1.

Section 4.2. SUPPLEMENTAL PAYMENTS TO THE DISTRICT

(a) For each of years three (Tax Year 2012) through thirteen (Tax Year 2022) of this
Agreement, the District shall be entitled to receive as Supplemental Payments an
amount equal to forty percent (40%) of the net tax benefit received by the
Applicant as a result of this Agreement.

(b) For purposes of Section 4.2(a), the net tax benefit shall be calculated for each of
years three (Tax Year 2012) through thirteen (Tax Year 2022) of this Agreement
by determining for such Tax Year (i) the amount of maintenance and operations
ad valorem taxes which the Applicant would have paid to the District for such
Tax Year if this Agreement had not been entered into by the Parties, (ii) adding to
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(c)

(d)

(e)

the amount determined under clause (i) any Tax Credit received by the Applicant
for such Tax Year, and (iii) subtracting from the sum of the amounts determined
under clauses (i) and (ii) the sum of (A) all maintenance and operations ad
valorem school taxes actually due to the District or any other governmental entity,
including the State of Texas, for such Tax Year, plus (B) any payments due to the
District under Article 111 for such Tax Year. The remainder (which shall not be
less than zero) shall be the net tax benefit, to be divided as provided in Section
4.2(a).

The net tax benefit shall be calculated by the Third Party selected pursuant to
Section 3.4,

The net tax benefit calculations shall be made at the same time and on the same
schedule as the calculations made pursuant to Section 3.6.

Payment of amounts due under this Section 4.2 shall be made at the time set forth
in Section 3.7.

Section 4.3. RECALCULATION OF SUPPLEMENTAL PAYMENTS

The Parties agree that the Supplemental Payment amount set forth in Section 4.2 will
initially be calculated based upon the then most current estimate of tax savings to the Applicant,
which will be made based upon assumptions of student counts, tax collections, and other
applicable data. For each of years threc (Tax Year 2012) through thirteen (Tax Year 2022) of
this Agreement, the Partics shall adjust the Supplemental Payment based upon the following

formula:

Minus,

Taxable Value of the Applicant’s Qualified Property for such Tax Year had this
Agreement not been entered into by the Parties (i.c., the Taxable Value of the
Applicant’s Qualified Property used for the District’s interest and sinking fund tax
purposes for such Tax Year, or school taxes due to any other governmental entity,
including the State of Texas, for such Tax Year);

The Taxable Value of the Applicant’s Qualified Property for such Tax Year after
giving effect to this Agreement (i.e., the Taxable Value of the Applicant’s
Qualified Property used for the District’s maintenance and operations tax
purposes for such Tax Year, or school taxes due to any other governmental entity,
including the State of Texas, for such Tax Year);
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Multiplied by,

The District’s maintenance and operations tax rate for such Tax Year, or the
school tax rate of any other governmental entity, including the State of Texas, for

such Tax Year,

Plus,

Any Tax Credit received by the Applicant with respect to such Tax Year;

Minus,

Any amounts previously paid to the District under Article ITI;

Multiplied by,
The number 0.40;

Minus,

Any amounts previously paid to the District under Sections 4.2 and 4.3 with
respect to such Tax Year.

Section 4.4. ANNUAL LIMITATION ON SUPPLEMENTAL PAYMENTS TO THE DISTRICT

For cach year of this Agreement, beginning with year one (Tax Year 2010) and
continuing thereafter through year thirteen (Tax Year 2022), the District shall not be entitled to
receive Supplemental Payments, computed under Sections 4.2 and 4.3, above, that exceeds the
Annual Limit. For each year of this Agreement, the Annual Limit shall be computed as the sum
of: (i) the Annual Limit of One Hundred Forty-One Thousand Nine Hundred (5141 ,900.00), and
(i) the difference, if any, between the Annual Limit amount for each prior year and the
Supplemental Payments paid to the District under Sections 4.2 and 4.3, above, for all of the prior

years of this Agreement.

ARTICLE V

ANNUAL LIMITATION OF PAYMENTS BY APPLICANT

SECTION 5.1.  ANNUAL LIMITATION AFTER FIRST THREE YEARS

Notwithstanding anything contained in this Agreement to the contrary, and with respect
to each Tax Year during the term of this Agreement after the 2012 Tax Year, in no event shall (i)
the sum of the maintenance and operations ad valorem taxes paid by the Applicant to the District
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for such Tax Year, plus the sum of all payments otherwise due from the Applicant to the District
under Articles 111 and IV with respect to such Tax Year, exceed (ii) the amount of the
maintenance and operations ad valorem taxes that the Applicant would have paid to the District
for such Tax Year (determined by using the District’s actual maintenance and operations tax rate
for such Tax Year) if the Parties had not entered into this Agreement. The calculation and
comparison of the amounts described in clauses (i) and (ii) of the preceding sentence shall be
mcluded in all calculations made pursuant to Section 3.4, and in the event the sum of the
amounts described in said clause (i) exceeds the amount deseribed in said clause (ii), then the
payments otherwise due from the Applicant to the District under Articles 111 and TV shall be
reduced until such excess is eliminated.

Section 5.2.  OPTION TO CANCEL AGREEMENT

In the event that any payment otherwise due from the Applicant to the District under
Article TI1 and/or Section 4.2 with respect to a Tax Year is subject to reduction in accordance
with the provisions of Section 5.1 above, then the Applicant shall have the option to terminate
this Agreement. The Applicant may exercise such option to cancel this Agreement by notifying
the District of its election in writing not later than the July 31 of the year next following the Tax
Year with respect to which a reduction under Section 5.1 is applicable. Any cancellation of this
Agreement under the foregoing provisions of this Section 5.2 shall be effective immediately
prior to the second Tax Year next following the Tax Year in which the reduction giving rise to
the option occurred. Upon such termination this Agreement shall terminate and be of no further
force or effect; provided, however, that the Parties respective rights and obligations under this
Agreement with respect to the Tax Year or Tax Years (as the case may be) through and including
the Tax Year during which such notification is delivered to the District, shall not be impaired or
modified as a result of such termination and shall survive such termination unless and until

satisfied and discharged.

ARTICLE VI

TAX CREDITS
Seetion 6.1. APPLICANT’S ENTITLEMENT TO TAX CREDITS

The Applicant shall be entitled to tax credits from the District under and in accordance
with the provisions of Subchapter D of the Act and Comptroller Rules, provided that the
Applicant complies with the requirements under such provisions, including the filing of a
completed Application under Section 31 3.103 of the Texas Tax Code and Comptroller Rules.

Section 6.2. DISTRICT’S OBLIGATIONS WITH RESPECT TO TAX CREDITS

The District shall timely comply and shall cause the District’s collector of taxes to timely
comply with their obligations under Subchapter D of the Act and Comptroller Rules, including,
but not limited to, such obligations set forth in Section 313.104 of the Texas Tax Code and either
Comptroller and/or Texas Education Agency Rules.
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Section 6.3. COMPENSATION FOR LOSS OF TAx CREDIT PROTECTION REVENUES

If after the Applicant has actually received the benefit of a tax credit under Section 6.1,
the District does not receive aid from the State pursuant to Texas Education Code § 42.2515 or
other similar or successor statute with respect to all or any portion of such tax credit for reasons
other than the District’s failure to comply with the requirements for obtaining such aid, then the
District shall notify the Applicant in writing thereof and the circumstances surrounding the
State’s failure to provide such aid to the District. The Applicant shall pay to the District the
amount of such tax credit for which the District did not receive such aid within thirty (30)
calendar days after receipt of such notice, and such payment shall be subject to the same
provisions for late payment as arc set forth in Section 7.5 and 7.6, If the District receives aid
fiom the State for all or any portion of a tax credit with respect to which the Applicant has made
a payment to the District under this Section 6.3, then the District shall pay to the Applicant the
amount of such aid within thirty (30) calendar days after the District’s receipt thereof.

ARTICLE VII
ADDITIONAL OBLIGATIONS OF APPLICANT

Section 7.1. DATA REQUESTS

During the term of this Agreement, and upon the written request of one Party (the
“Requesting Party”), the other Party shall provide the Requesting Party with all information
reasonably necessary for the Requesting Party to determine whether the other Party is in
compliance with its obligations, including any employment obligations which may arise under
this Agreement. The Applicant shall allow authorized employees of the District and/or the San
Patricio County Appraisal District to have access to the Applicant’s Qualified Property and/or
business records during the term of this Agreement, in order to inspect the project to determine
compliance with the terms hereof or as necessary to properly appraise the Taxable Value of the
Applicant’s Qualified Property and any other tangible property on the premises. All inspections
will be made at a mutually agreeable time after the giving of not less that forty-eight (48) hours
prior written notice, and will be conducted in such a manner so as not to unreasonably interfere
with either the construction or operation of the Applicant’s Qualified Property. All inspections
may be accompanied by one or more representatives of the Applicant, and shall be conducted in
accordance with the Applicant’s safety, security, and operational standards. Notwithstanding the
foregoing, nothing contained in this Agreement shall require the Applicant to provide the District
or the San Patricio County Appraisal District with any technical or business information that is
private personnel data, proprictary, a trade secret or confidential in nature or is subject to a
confidentiality agreement with any third party.

Section 7.2. REPORTS TO OTHER GOVERNMENTAL AGENCIES

Applicant shall timely make any and all repotts that are or may be required under the
provisions of law or administrative regulation, including but not limited to the annual report or
certifications that may be required to be submitted by the Applicant to the Texas Comptroller of
Public Accounts under the provisions of Texas Tax Code § 3 13.032. Applicant shall forward a
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copy of all such required reports or certifications to the District contemporaneously with the
filing thereof. The obligation to make all such required filings shall be a material obligation

under this Agreement.

Section 7.3 SUPPORT FOR DISTRICT TECHNICAL TRAINING PROGRAM

Applicant shall, during the entire course of this Agreement, provide support for the
District’s technical training program for the education and development of technical skills
necessary for individuals seeking employment in the wind energy industry. Such support shall, at
a minimum, consist of}

(a)

(b)

(c)

(d)

Conferring with the District for the purpose of identifying opportunities for
employees of Applicant to participate in technical training programs operated by
the District for the benefit of its students, and programs sponsored by the District;

Disseminating technical information, at conferences with Applicant’s employees
to enhance the relevance of the District’s training program;

Providing a reasonable opportunity for groups of students of the District to make
Applicant sponsored tours of its facilities at times convenient to Applicant and the
District and consistent with Applicant's safety and security policies; and,

Considering qualified graduates of the District’s technical training program and/or
graduates of programs sponsored by the District for available positions with

Applicant.

Section 7.4. APPLICANT’S OBLIGATION TO MAINTAIN VIABLE PRESENCE

By entering into this Agreement, the Applicant warrants that:

(a)
(b)

(c)

it will abide by all of the terms of the Agreement;

it will Maintain Viable Presence in the District through the termination date of
this Agreement. Notwithstanding anything contained in this Agreement to the
contrary, the Applicant shall not be in breach of, and shall not be subject to any
liability for failure to Maintain Viable Presence to the extent such failure is
caused by Force Majeure (as hereinafter defined), provided the Applicant makes
commercially reasonable efforts to remedy the cause of such Force Majeure; and,

it will meet minimum eligibility requirements under Tax Code, Chapter 313
throughout the value limitation and tax-credit settle-up periods.

Applicant shall not be in breach of this Agreement for the Failure to Maintain a Viable
Presence in the District for the failure to employ the required number of Qualified Employees, so
long as Applicant, in the event of such failure, tenders and pays in a timely manner, the penalty
imposed by the provisions of Tex. Tax Code § 313.0275.
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Section 7.5. CONSEQUENCES OF EARLY TERMINATION OR OTHER BREACH BY
APPLICANT

(a) In the event that the Applicant terminates this Agreement without the consent of
the District, except as provided in Section 5.2, or in the event that the Applicant or its successor-
in-interest fails to comply in any material respect with the terms of this Agreement or to meet
any material obligation under this Agreement, after the notice and cure period provided by
Section 7.7, then the District shall be entitled to the recapture of all ad valorem tax revenue lost
as a result of this Agreement together with the payment of penalty and interest, as calculated in
accordance with Section 7.6, on that recaptured ad valorem tax revenue. For purposes of this
recapture calculation, the Applicant shall be entitled to a credit for all payments made to the
District pursuant to Article III. - Applicant shall also be entitled to a credit for any amounts paid
to the District pursuant to Article IV.

(b) Notwithstanding Section 7.5(a), in the event that the District determines that the
Applicant has failed to Maintain Viable Presence and provides written notice of termination of
the Agreement, then the Applicant shall pay to the District liquidated damages for such failure
within thirty (30) days after receipt of such termination notice. The sum of liquidated damages
due and payable shall be the sum total of the District ad valorem taxes for all of the Tax Years
for which a Tax Limitation was granted pursuant to this Agreement prior to the year in which the
default occurs that otherwise would have been due and payable by the Applicant to the District
without the benefit of this Agreement, including penalty and interest, as calculated in accordance
with Section 7.6. For purposes of this liquidated damages calculation, the Applicant shall be
entitled to a credit for all payments made to the District pursuant to Article TII. The Applicant
shall also be entitled to a credit for any amounts paid to the District pursuant to Article IV. Upon
payment of such liquidated damages, Applicant’s obligations under this Agreement shall be
deemed fully satisfied, and such payment shall constitute the District’s sole remedy.

Scetion 7.6. CALCULATION OF PENALTY AND INTEREST

In determining the amount of penalty or interest, or both, due in the event of a breach of
this Agreement, the District shall first determine the base amount of recaptured taxes owed less
all credits under Section 7.5 for each Tax Year during the term of this Agreement since the
Commencement Date. The District shall calculate penalty or interest for each Tax Year during
the term of this Agreement since the Commencement Date in accordance with the methodology
set forth in Chapter 33 of the Texas Tax Code, as if the base amount calculated for such Tax
Vear less all credits under Section 7.5 had become due and payable on February 1 of the calendar
year following such Tax Year. Penalties on said amounts shall be calculated in accordance with
the methodology set forth in Texas Tax Code § 33.01(a), or its successor statute. Interest on said
amounts shall be calculated in accordance with the methodology set forth in Texas Tax Code

§ 33.01(c), or its successor statute.
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Section 7.7. DETERMINATION OF BREACH

Prior to making a determination that the Applicant has failed to Maintain Viable Presence
in the District as required by Section 7.4 of this Agreement, or has otherwise committed a
material breach of this Agreement, the District shall provide the Applicant with a written notice
of the facts which it believes have caused the material breach of this Agreement, and if cure is
possible, the cure proposed by the District. After receipt of the notice, Applicant shall be given
sixty (60) days to present any facts or arguments to the Board of Trustees showing that it is not
in material breach of its obligations under the Agreement, or that it has cured or undertaken to

cure any such material breach.

If the Board of Trustees is not satisfied with such response and/or that such breach has
been cured, then the Board of Trustees shall, after reasonable notice to the Applicant, conduct a
hearing called and held for the purpose of determining whether such breach has occurred and, if
so, whether such breach has been cured. At any such hearing, the Applicant shall have the
opportunity, together with their counsel, to be heard before the Board of Trustees. At the
hearing, the Board of Trustees shall make findings as to whether or not a material breach of this
Agreement has occurred, the date such breach occurred, if any, and whether or not any such
breach has been cured. In the event that the Board of Trustees determines that such a breach has
oceurred and has not been cured, it shall also determine the amounts of recaptured taxes under
Section 7.5 (net of all credits under Section 7.5), and the amount of any penalty and/or interest
under Section 7.6 that are owed to the District.

After making its determination regarding any alleged breach, the Board of Trustees shall
cause the Applicant to be notified in writing of its determination.

Section 7.8. DISPUTE RESOLUTION

After receipt of notice of the Board of Trustee’s determination of a material breach under
Section 7.7, the Applicant shall have sixty (60) days in which either to tender payment or
evidence of its efforts to cure, or to initiate mediation of the dispute by written notice to the
District, in which case the District and the Applicant shall be required to make a good faith effort
to resolve, without resort to litigation and within sixty (60) days after the Applicant’s receipt of
notice of the Board of Trustee’s determination of breach under Section 7.7, such dispute through
mediation with a mutually agreeable mediator and at a mutually convenient time and place for
the mediation. If the Parties are unable to agree on a mediator, a mediator shall be selected by
the senior state district court judge then residing in San Patricio County, Texas. The Parties
agree to sign a document that provides the mediator and the mediation will be governed by the
provisions of Chapter 154 of the Texas Civil Practice and Remedies Code and such other rules as
the mediator shall prescribe. With respect to such mediation, (i) the District shall bear one-half
of such mediator’s fees and expenses and the Applicant shall bear one-half of such mediator’s
fees and expenses, and (ii) otherwise each Party shall bear all of its costs and expenses (including
attorneys’ fees) incurred in connection with such mediation.
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In the event that any mediation is not successful in resolving the dispute or that payment
is not received before the expiration of such sixty (60) days, the District shall have the remedies
for the collection of the amounts determined under Section 7.7 as are set forth in Texas Tax Code
Chapter 33, Subchapters B and C, for the collection of delinquent taxes. In the event that the
District successfully prosecutes legal proceedings under this section, the Applicant shall also be
responsible for the payment of attorney’s fees and a tax lien on the Applicant’s Qualified
Property and the Applicant’s Qualified Investment pursuant to Texas Tax Code § 33.07 to the
attorneys representing the District pursuant to Texas Tax Code § 6.30.

In any event where a dispute between the District and the Applicant under this
Agreement cannot be resolved by the Parties, after completing the procedures required above in
this Section, either the District or the Applicant may seek a judicial declaration of their
respective rights and duties under this Agreement or otherwise, in any judicial proceeding, assert
any rights or defenses, or seek any remedy in law or in equity, against the other Party with
respect to any claim relating to any breach, default, or nonperformance of any covenant,
agreement or undertaking made by a Party pursuant to this Agreement.

Section 7.9. LIMITATION OF OTHER DAMAGES

Notwithstanding anything contained in this Agreement to the contrary, in the event of
default or breach of this Agreement by the Applicant, the District's damages for such a default
shall under no circumstances exceed the greater of either any amounts calculated under Sections
7.5 and 7.6 above, or the monetary sum of the difference between the payments and credits due
and owing to the Applicant at the time of such default and the District taxes that would have
been lawfully payable to the District had this Agreement not been executed. In addition, the
District's sole right of equitable relief under this Agreement shall be its right to terminate this

Agreement,

The Parties further agree that the limitation of damages and remedies set forth in this
Section 7.9 shall be the sole and exclusive remedies available to the District, whether at law or

under principles of equity.
Section 7.10. BINDING ON SUCCESSORS

In the event of a merger or consolidation of the District with another school district or
other governmental authority, this Agreement shall be binding on the successor school district or
other governmental authority.
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ARTICLE VIII
MISCELLANEOUS PROVISIONS
Section 8.1. INFORMATION AND NOTICES

Unless otherwise expressly provided in this Agreement, all notices required or permitted
hereunder shall be in writing and deemed sufficiently given for all purposes hereof if (i)
delivered in person, by courier (e.g., by Federal Express) or by registered or certified United
States Mail to the Party to be notified, with receipt obtained, or (ii) sent by facsimile
transmission, with “answer back” or other “advice of receipt” obtained, in each case to the
appropriate address or number as set forth below. Each notice shall be deemed effective on
receipt by the addressee as aforesaid; provided that, notice received by facsimile transmission
after 5:00 p.m. at the location of the addressee of such notice shall be deemed received on the
first business day following the date of such electronic receipt.

Notices to the District shall be addressed as follows:

Eduardo Infante, Superintendent

LYFORD CONSOLIDATED INDEPENDENT SCHOOL DISTRICT
P O BOX 220

Lyford, Texas 78569-0220

Fax (956) 347-5588

E-mail: eduardo.infante@lyfordcisd.net

or at such other address or to such other facsimile transmission number and to the attention of
such other person as the District may designate by written notice to the Applicant.

Notices to the Applicant shall be addressed to:

Patrick Woodson

Senior Vice President

EC&R DEVELOPMENT, LLC

812 San Antonio Street, Suite 201
Austin, TX 78701

Fax: (512)

E-mail: Patrick. Woodson(@eon.com

or at such other address or to such other facsimile transmission number and to the attention of
such other person as the Applicant may designate by written notice to the District.

Section 8.2. EFFECTIVE DATE, TERMINATION OF AGREEMENT

(a) This Agreement shall be and become effective on the date of final approval of this
Agreement by the District’s Board of Trustees.
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(b) The obligation to Maintain V iable Presence under this Agreement shall remain in
full force and effect through the termination in full date established in Section 1.2

of this Agreement.

(c) In the event that Applicant fails to make a Qualified Investment in the amount of
Ten Million Dollars ($10,000,000.00), or greater, during the Qualifying Time
Period, this Agreement shall become null and void on December 31, 2011.

Section 8.3. AMENDMENTS TO AGREEMENT; WAIVERS

This Agreement may not be modified or amended except by an instrument or instruments
in writing signed by all of the Parties. Waiver of any term, condition or provision of this
Agreement by any Party shall only be effective if in writing and shall not be construed as a
waiver of any subsequent breach of, or failure to comply with, the same term, condition or
provision, or a waiver of any other term, condition or provision of this Agreement. By official
action of the Board of Trustees, this Agreement may be amended to include, in the Applicant’s
Qualified Investment, additional or replacement Qualified Property not specified in EXHIBIT 3,
provided that the Applicant reports (o the District, the Comptroller, and the Appraisal District, in
the same format, style, and presentation as the Application, all relevant investment, value, and
employment information that is related to the additional property. Any amendment of the
Agreement adding additional or replacement Qualified Property pursuant to this Section 8.3
shall, (1) require that all property added by amendment be eligible property as defined by Tax
Code, §313.024; (2) clearly identify the property, investment, and employment information
added by amendment from the property, investment, and employment information in the original
Agreement; and (3) define minimum eligibility requirements for the recipient of limited value.
This Agreement may not be amended to extend the value limitation time period beyond its eight

year statutory term.
Section 8.4. ASSIGNMENT

The Applicant may assign this Agreement, or a portion of this Agreement, to an Affiliate
or a new owner or lessee of all or a portion of the Applicant’s Qualified Property and/or the
Applicant’s Qualified Investment, provided that the Applicant shall provide written notice of
such assignment to the District. Upon such assignment, Applicant’s assignec will be liable to the
District for outstanding taxes or other obligations arising under this Agreement. A recipient of
limited value under Tax Code, Chapter 313 shall notify immediately the District, the
Comptroller, and the Appraisal District in writing of any change in address or other contract
information for the owner of the property subject to the limitation agreement for the purposes of
Tax Code §313.032. The assignee's or its reporting entity's Texas Taxpayer Identification
Number shall be included in the notification.

Section 8.5. MERGER

This Agreement contains all of the terms and conditions of the understanding of the
Parties relating to the subject matter hereof, All prior negotiations, discussions, correspondence,

Agreement for Limitation on Appraised Value
Between Lyford Consolidated Independent School District and EC&R Development, LLC

December 14, 2009
Page 24 of27



and preliminary understandings between the Parties and others relating hereto are superseded by
this Agreement.

Section 8.6. MAINTENANCE OF COUNTY APPRAISAL DISTRICT RECORDS

When appraising the Applicant's Qualified Property and the Applicant’s Qualified
[nvestment subject to a limitation on Appraised Value under this Agreement, the Chief Appraiser
of the Willacy County Appraisal District shall determine the Market Value thereof and include
both such Market Value and the appropriate value thercof under this Agreement in its appraisal

records.
Section 8.7. GOVERNING LAW

This Agreement and the transactions contemplated hereby shall be governed by and
interpreted in accordance with the laws of the State of Texas without giving effect to principles
thereof relating to conflicts of law or rules that would direct the application of the laws of
another jurisdiction. Venue in any legal proceeding shall be in Willacy County, Texas.

Section 8.8. AUTHORITY TO EXECUTE AGREEMENT

Each of the Parties represents and warrants that its undersigned representative has been
expressly authorized to execute this Agreement for and on behalf of such Party.

Section 8.9. SEVERABILITY

[f any term, provision or condition of this Agreement, or any application thereof, is held
invalid, illegal or unenforceable in any respect under any Law (as hereinafter defined), this
Agreement shall be reformed to the extent necessary to conform, in each case consistent with the
intention of the Parties, to such Law, and to the extent such term, provision or condition cannot
be so reformed, then such term, provision or condition (or such invalid, illegal or unenforceable
application thercof) shall be deemed deleted from (or prohibited under) this Agreement, as the
case may be, and the validity, legality and enforceability of the remaining terms, provisions and
conditions contained herein (and any other application such term, provision or condition) shall
not in any way be affected or impaired thereby. Upon such determination that any term or other
provision is invalid, illegal or incapable of being enforced, the Parties hereto shall negotiate in
good faith to modify this Agreement in an acceptable manner so as to effect the original intent of
the Parties as closely as possible to the end that the transactions contemplated hereby are fulfilled
to the extent possible. As used in this Section 8.9, the term “Law” shall mean any applicable
statute, law (including common law), ordinance, regulation, rule, ruling, order, writ, injunction,
decree or other official act of or by any federal, state or local government, governmental
department, commission, board, bureau, agency, regulatory authority, instrumentality, or judicial
or administrative body having jurisdiction over the matter or matters in question.
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Section 8.10. PAYMENT OF EXPENSES

Except as otherwise expressly provided in this Agreement, or as covered by the
application fee, each of the Parties shall pay its own costs and expenses relating to this
Agreement, including, but not limited to, its costs and expenses of the negotiations leading up to
this Agreement, and of its performance and compliance with this Agreement.

Section 8.11. INTERPRETATION

When a reference is made in this Agreement to a Section, Article or Exhibit, such
reference shall be to a Section or Article of, or Exhibit to, this Agreement unless otherwise
indicated. The headings contained in this Agreement arc for reference purposes only and shall
not affect in any way the meaning or interpretation of this Agreement. The words “include,”
“includes” and “including” when used in this Agreement shall be deemed in such case to be
followed by the phrase “, but not limited to,”. Words used in this Agreement, regardless of the
number or gender specifically used, shall be deemed and construed to include any other number,
singular or plural, and any other gender, masculine, feminine or neuter, as the context shall
require. This Agreement is the joint product of the Parties and each provision of this Agreement
has been subject to the mutual consultation, negotiation and agreement of each Party and shall
not be construed for or against any Party.

Section 8.12. EXECUTION OF COUNTERPARTS

This Agreement may be executed in multiple counterparts, each of which shall be
deemed an original, and all of which, taken together, shall constitute but one and the same
instrument, which may be sufficiently evidenced by one counterpart.

Section 8.13. PUBLICATION OF DOCUMENTS

The Parties acknowledge that the District is requires to publish the Application and its
required schedules, or any amendment thereto; all economic analyses of the proposed project
submitted to the District; the approved and executed copy of this Agreement or any amendment
thereto; and each application requesting tax credits under Tex. Tax Code § 313.103, as follows:

4. Within seven days of such document, the school district shall submit a copy to the
Comptroller for Publication on the Comptroller's Internet website.

b. District shall provide on its website a link to the location of those documents posted
on the Comptroller's website.

c. This Section does not require the Publication of information that is confidential under
Tex. Tax Code § 313.028.
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IN WITNESS WHEREOF, this Agreement has been executed by the Parties in multiple
originals on this 14" day of December, 2009.

LYFORD CONSOLIDATED INDEPENDENT
SCHOOL DISTRICT

By: P By:\\\k

EC&R DEV C

ELOPMEN

PATRICK WOODSON CRUZ SALINAS — —

Senior Vice President President
Board of Trustees

ATTEST: & w-/ M_/

Tﬂ’l{ CLY) CASH

Secretary
Board of Trustees
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ExHiIBIT 1

DESCRIPTION OF QUALIFIED REINVESTMENT ZONE

The Magic Valley Reinvestment Zone No. 1 was originally created on July 13, 2009 by action
of the Willacy County Commissioner’s Court. On August 10, 2008, the Willacy County
Commissioner’s Court by way of an Order Nunc Pro Tunc corrected clerical errors in the
original legal description of the Magic Valley Reinvestment Zone No. 1. As a result of the action
of the Willacy County Commissioner’s Court, the Magic Valley Reinvestment Zone No. 1, a map
of which is attached as the last page of this EXHIBIT 1, includes real property within
unincorporated Willacy County, Texas, more specifically the following property and tracks:

The real property in Willacy County, being all of the Lots in the Withers Tract Subdivision; all
of the Lots in Blocks 83, 82, 81, 80, 79, 78, 77, 76, 75, 74, 73, 72, 71, 70, 69, 68, 63, 62, 61, 60,
59, 58, 57, 56, 55, 54, 53, 52, 51, 50, 49, 48 of the Gulf Coast Irrigation Company's Subdivision;
Lots 5, 6, 7, 8 of Block 67 of the Gulf Coast Irrigation Company's Subdivision; Lots 1, 2, 4, 5, 6,
7, 8, 13, 14 of Block 64 of the Gulf Coast Irrigation Company's Subdivision; Lots 1, 2, 7, 8, 9,
10, 16 of Block 47 of the Gulf Coast Irrigation Company's Subdivision; all of Lots in Hardin &
Gill Subdivision out of Share #16; all of Lots in Hardin & Gill Subdivision out of Share #61; all
of Lots in Hardin & Gill Subdivision out of Share #64; all of the Lots in Blocks 1,2,3,4, of the E.
F. Hubmer Subdivision; all of the Lots in Share #64; all of the Lots in Share #306; all of the Lots
in the Sombrerito Ranch Subdivision out of Share #64; all of the Lots in Blocks 1, 2, 3, 4 of the
E. H. Beise Subdivision; all of the Lots in Blocks 1, 2, 3, 4 of the Raymondville Subdivision; all
of the Lots in the Engleman #1 Subdivision; all of the Lots in the Engleman #2 Subdivision; all
of the Lots in the Nile Orchard Subdivision; and Lots 1, 2, 3, 4, 5,6, 7, 8, 9, 10, 11, 12, 13, 14,
15, 16, 17, 18, 19, 20, 21, 22, 23, 24, 25, 26, 27, 28, 29, 30, 31, 32, 33, 34 of the Wetzel
Subdivision.
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EXHIBIT 2

LOCATION OF QUALIFIED PROPERTY

All Qualified Property owned by Applicant and located within the boundaries of both the
Raymondville Independent School District and Magic Valley Reinvestment Zone No. 1 will be
included in and subject to this Agreement. Specifically, all Qualified Property of Applicant
located in the following sections of land is included, to wit:

The real property in Willacy County, being all of the Lots in the Withers Tract Subdivision; all
of the Lots in Blocks 83, 82, 81, 80, 79, 78, 77, 76, 75, 74, 73, 72, 71, 70, 69, 68, 63, 62, 61, 60,
59, 58, 57, 56, 55, 54, 53, 52, 51, 50, 49, 48 of the Gulf Coast Trrigation Company's Subdivision;
Lots 5, 6, 7, 8 of Block 67 of the Gulf Coast Irrigation Company's Subdivision; Lots 1, 2, 4, 5, 6,
7, 8, 13, 14 of Block 64 of the Gulf Coast Irrigation Company's Subdivision; Lots 1, 2, 7, 8, 9,
10, 16 of Block 47 of the Gulf Coast Irrigation Company's Subdivision; all of Lots in Hardin &
Gill Subdivision out of Share #16; all of Lots in Hardin & Gill Subdivision out of Share #61; all
of Lots in Hardin & Gill Subdivision out of Share #64; all of the Lots in Blocks 1,2,3,4, of the E.
F. Hubmer Subdivision; all of the Lots in Share #64; all of the Lots in Share #36; all of the Lots
in the Sombrerito Ranch Subdivision out of Share #64; all of the Lots in Blocks 1, 2, 3, 4 of the
E. H. Beise Subdivision; all of the Lots in Blocks 1, 2, 3, 4 of the Raymondyville Subdivision; all
of the Lots in the Engleman #1 Subdivision; all of the Lots in the Engleman #2 Subdivision; all
of the Lots in the Nile Orchard Subdivision; and Lots 1, 2, 3, 4, 5, 6, 7, 8,9, 10, 11, 12, 13, 14,
15, 16, 17, 18, 19, 20, 21, 22, 23, 24, 25, 26, 27, 28, 29, 30, 31, 32, 33, 34 of the Wetzel
Subdivision.
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EXHIBIT 3
DESCRIPTION OF THE APPLICANT’S QUALIFIED INVESTMENT

The proposed project will consist of a facility designed to use wind power to generate
electricity (commonly referred to as a wind farm). The property will include, but is not limited to,
the following: up to approximately 13 — 2.3 megawatt wind power turbine generators; or
equivalent; a reinforced concrete slab supporting the weight of each turbine tower; equipment and
towers used to gather meteorological data; buried and overhead electrical conductor cables
(including poles) used to transport electricity from each turbine tower to an electrical substation;
the electrical substation and electrical conductor cables used to transport electricity off of the
project site; one or more buildings used to hold maintenance supplies, replacement parts, and
related equipment; and various appurtenant equipment and small items related to the above., All
of the property for which the Applicant is seeking a limitation on appraised value will be owned
by the Applicant or a valid assignee pursuant to this Agreement. The facility will also require a
relatively insubstantial amount of personal property.
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