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C O M B S FO.Box 13528 « AusTin, TX 78711-3528

November 5, 2013

Clarke Boyd

Superintendent

Pecos-Barstow-Toyah Independent School District
1302 South Park Street

Pecos, Texas 79772

Dear Superintendent Boyd:

On September 25, 2013, the Comptroller received the completed application (Application # 338) for a
limitation on appraised value under the provisions of Tax Code Chapter 313'. This application was
originally submitted in July 2013 to the Pecos-Barstow-Toyah Independent School District (the school
district) by Nuevo Midstream, LLC (the applicant). This letter presents the results of the Comptroller’s
review of the application:
1) under Section 313.025(h) to determine if the property meets the requirements of Section 313.024
for eligibility for a limitation on appraised value under Chapter 313, Subchapter C; and
2) under Section 313.025(d), to make a recommendation to the governing body of the school district
as to whether the application should be approved or disapproved using the criteria set out by
Section 313.026.

The school district is currently classified as a rural school district in Category 2 according to the
provisions of Chapter 313. Therefore, the applicant properly applied under the provisions of Subchapter
C, applicable to rural school districts. The amount of proposed qualified investment ($70 million) is
consistent with the proposed appraised value limitation sought ($20 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.

The applicant is an active franchise taxpayer in good standing, as required by Section 313.024(a), and is
proposing the construction of a manufacturing facility in Reeves County, an eligible property use under
Section 313.024(b). The Comptroller has determined that the property, as described in the application,
meets the requirements of Section 313.024 for eligibility for a limitation on appraised value under
Chapter 313, Subchapter C.

After reviewing the application using the criteria listed in Section 313.026, and the information provided
by the applicant, the Comptroller’s recommendation is that this application under Tax Code Chapter 313
be approved.

Our review of the application 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. Our recommendation does not address whether the applicant has
complied with all Chapter 313 requirements; the school district is responsible for verifying that all
requirements of the statute have been fulfilled. Additionally, Section 313.025 requires the school district
to only approve an application if the school district finds that the information in the application is true and

LAl statutory references are to the Texas Tax Code, unless otherwise noted,

WWW. WINDOW . STATE . TX.US S512-463-4000 * TOLL FREE: |-BOO-531-544| « Fax: 512-463-4965




correct, finds that the applicant is eligible for a limitation and determines that granting the application is
in the best interest of the school district and this state. As stated above, the Comptroller’s

recommendation is prepared by generally reviewing the application and supporting documentation in light
of the Section 313.026 criteria.

Note that any new building or other improvement existing as of the application review start date of
September 25, 2013, or any tangible personal property placed in service prior to that date may not become
*Qualified Property” as defined by 313.021(2).

The Comptroller’s recommendation is based on the application submitted by the school district and
reviewed by the Comptroller. The recommendation may not be used by the school district to support its
approval of the property value limitation agreement if the application is modified, the information
presented in the application changes, or the limitation agreement does not conform to the application.
Additionally, this recommendation is contingent on future compliance with the Chapter 313 and Texas
Administrative Code, with particular reference to the following requirements related to the execution of
the agreement:
1) The applicant must provide the Comptroller a copy of the proposed limitation on
appraised value agreement no later than ten (10) days prior to the meeting scheduled by
the school district to consider approving the agreement, so that the Comptroller may
review it for compliance with the statutes and the Comptroller’s rules as well as
consistency with the application;
2) The limitation agreement must contain provisions that require:
a. the applicant to provide sufficient information to the Central Appraisal District
(CAD) to distinguish between and separately appraise qualified property (as
defined by 313.021(2)) from any property that is not qualified,;
b. the school district to confirm with the CAD that the applicant has provided such
information; and
c. that the Comptroller is provided with the CAD approved information no later
than the first annual reporting period following the execution of the agreement;
3) The Comptroller must confirm that it received and reviewed the draft agreement and
affirm the recommendation made in this letter;
4) The school district must approve and execute a limitation agreement that has been
reviewed by the Comptroller within a year from the date of this letter; and
5) The school district must provide a copy of the signed limitation agreement to the
Comptroller within seven (7) days after execution, as required by Section 313.025.

Should you have any questions, please contact Robert Wood, director of Economic Development &
Analysis Division, by email at robert.wood @cpa.state.tx.us or by phone at 1-800-531-5441, ext. 3-3973,
or direct in Austin at 512-463-3973.

Sincerely,

Erclosure

cc: Robert Wood



Economic Impact for Chapter 313 Project

Applicant Nuevo Midstream, LLC
Tax Code, 313.024 Eligibility Category Manufacturing
School District Pecos-Barstow-Toyah ISD
2011-12 Enrollment in School District 2,163
Counly Reeves

Total Investment in District $70,000,000
Qualified Investment $70,000,000
Limitation Amount $20,000,000
Number of total jobs committed to by applicant 10
Number of qualifying jobs committed to by applicant 8

Average Weekly Wage of Qualifying Jobs commitied to by applicant $965
Minimum Weckly Wage Required Tax Code, 313.051(b) $965
Minimum Annual Wage comiitted to by applicant for qualified jobs $50,187
Investment per Qualifying Job 58,750,000
Estimated 15 year M&Q levy without any limit or credit: 56,610,551
Estimated gross 15 year M&O 1ax benefit $2,784,492
Estimated 15 year M&O tax benefit (affer deductions for estimated school

district revenue protection--but not inchuding any deduction for supplemental

paymenis or extraordinary educational expenses): $2,728,814
Tax Credits (estimated - part of total tax benefit in the two lines above -

appropriated through Foundation School Program) $416,000

Net M&O Tax (15 years) After Limitation, Credits and Revenue Protection: $3,881,737
Tax benefit as a percentage of what applicant would have paid without value

limitation agreement (percentage exempied) 41.3%
Percentage of tax benefit due (o the limitation B5.1%
Percentage of tax benefit due to the credit. 14.9%
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This presents the Comptroller’s economic impact evaluation of Nuevo Midstream, LLC (the project) applying to
Pecos-Barstow-Toyah Independent School District (the district), as required by Tax Code, 313.026. This evaluation
is based on information provided by the applicant and examines the following criteria:
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the recommendations of the comptroller;

the name of the school district;

the name of the applicant;

the general nature of the applicant's investment;

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;

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

the number of qualifying jobs to be created by the applicant;

the wages, salaries, and benefits to be offered by the applicant to qualifying job holders:

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

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 limitation period considered appropriate by
the comptroller;

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

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;

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;

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

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

the projected dollar amount of the taxes that would be imposed on the qualified property, 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;

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;

the projected effect on the Foundation School Program of payments to the district for each year of the

agreement;

the projected future tax credits if the applicant also applies for school tax credits under Section 313.103; and

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

After construction, the project will create 10 new jobs when fully operational. Eight of these jobs 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 Permian Basin Regional Planning Council Region,
where Reeves County is located was $45,624 in 2012. The annual average manufacturing wage for 2012 for Reeves
County is $15,600. That same year, the county annual average wage for all industries was $33,904. In addition to
an annual average salary of $50, 187 each qualifying position will receive benefits such as health insurance, vision
coverage, dental coverage, flexible spending accounts, 401(k), life insurance and disability insurance. The project’s
total investment is $70 million, resulting in a relative level of investment per qualifying job of $8.75 million.

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

According to Nuevo Midstream, LLC’s application, “Nuevo Midstream, LLC currently operates and is expanding
with hundreds of miles of gathering lines in two states. They allocate capital investment to projects and locations
that create the best economic return. The existence of a limitation on tax value is a significant factor in calculating
the economic return and allocation of reserves to the project. However, Nuevo Midstream, LLC could redirect its
expenditures to build the plant in Eddy County, New Mexico and Culberson County, Texas.”

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

During the past two years, 12 projects in the Permian Basin Regional Planning 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 focuses on attracting and developing industries using technology. It also
identifies opportunities for existing Texas industries. The plan centers on promoting economic prosperity
throughout Texas and the skilled workers that the Nuevo Midstream, LLC project requires appear to be in line with
the focus and themes of the plan. Texas identified manufacturing as one of six target clusters in the Texas Cluster
Initiative. The plan stresses the importance of technology in all sectors of the manufacturing industry.

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

Table 1 depicts Nuevo Midstream, LLC’s estimated economic impact to Texas. 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.
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Table 1: Estimated Statewide Economic Impact of Investment and Employment in Nuevo Midstream, LLC

Employment Personal Income
Indirect +

Year | Direct Induced Total Direct Indirect + Induced Total

2013 75 78 | 153 | $3,764,025 $5,235,975 | $9,000,000
2014 85 110 | 195 $4,265,895 $7.734,105 | $12,000,000
2015 10 38 48 | $501,870 $3,498,130 |  $4,000,000
2016 10 33 43 ] $501,870 $3,498,130 | $4,000,000
2017 10 31 41 $501,870 $3,498,130 | $4,000,000
2018 10 29 39| $501,870 $2,498,130 | $3,000,000
2019 10 29 39 | $501,870 $2,498,130 [ $3,000,000
2020 10 29 39| $501,870 $3,498,130 | $4,000,000
2021 10 31 41 $501,870 $3,498.130 | $4,000,000
2022 10 29 39| $501,870 $3,498,130 | $4,000,000
2023 10 29 39 $501,870 $3,498,130 | $4,000,000
2024 10 27 37| $501,870 $3,498,130 | $4,000,000
2025 10 33 43 |  $501,870 $3,498,130 | $4,000,000
2026 10 31 41 $501,870 $3,498,130 | $4,000,000
2027 10 33 43 |  $501,870 $3,498,130 | $4,000,000
2028 10 31 41 $501,870 $4,498,130 | §5,000,000

Source: CPA, REMI, Nuevo Midstream, LLC

The statewide average ad valorem tax base for school districts in Texas was $1.65 billion in 2012-2013. Pecos-
Barstow-Toyah ISD’s ad valorem tax base in 2012-2013 was $1.17 billion. The statewide average wealth per
WADA was estimated at $343,155 for fiscal 2012-2013. During that same year, Pecos-Barstow-Toyah 1SD’s

estimated wealth per WADA was $396,853. The impact on the facilities and finances of the district are presented in
Attachment 2.

Table 2 examines the estimated direct impact on ad valorem taxes to the school district, Reeves County and Reeves
County Hospital District with all property tax incentives sought being granted using estimated market value from
Nuevo Midstream, LLC’s application. Nuevo Midstream, LLC has applied for both a value limitation under
Chapter 313, Tax Code and a tax abatement with the county. Table 3 illustrates the estimated tax impact of the
Nuevo Midstream, LLC project on the region if all taxes are assessed.
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Tuble 2 Estimated Direct Ad Valorem Taxes with oll property tax incentives sought
Pecos-Burstaw{ Pecos-Barstow-
Toyah ISD Toyah ISD Recves
Pecos- Pecos-  |M&O and 1&S) M&O and 1&S County Estimated
Estimated Estimated Barstow- | Barstow- | Tax Levies Tax Levies Reeves Hospital Totul
Taxable Value | Taxable Value Toyah ISD [ Tayah IS} |(Before Credit| (Afer Credit | County Tax | District Tax Property
Year for 1&S for M&O I&S Levy | M&OQ Levy| Credited) Credited) Levy Levy Taxes
Tax Rate|  0.114000 1.040000§ 0.251520 0.350525
2014 515.000.000 $15.000.000 §17.100 §156.000 $173.100 $173.100 530,182 _3$52.579 §255.861
2015 560.000:000 $60.000.000 $68.400 $624.000 $692.400/ 3692400 3120.730 5210315 $1.023.445
2016]  S57.600000]  $20.000.000 $65.664) 5208000 $273.664 $273664]  s1i5900] 5201902  $591467
2017 $54.720.000 $20.000.000 $62.381 5208.000 $270.381 $21 O.QSEL_ 3110105 $191.807 3512.864
2018 $31.984.000 $20.000.000 $59.262 $208.000 3267.262 $207.833 S104.600 $182217 3494650
2019 $49.384.800 $20.000.000 $56.299 $208.000 $264.299 $204.870 3124213 $173.106 $502.188,
2020 $46.915.560 $20,000.000 353484 $208.000 3261484 5202.055 $118.002 $164451 5484.508]
2021 $44.569.782 $20.000.000] $50810) _$208.000 $258310 5199.381 $112.102 $156,228 3467711
2022 $42.341.293 $20.000.000) 548269 $208.000 $256.269 S196.840, 5106497 5148417 $451.754
2023 $40.224.228 $20.000.000 $45.856 $208.000 $253.856 S194427 SI10L.172 $140.996 $436.595
2024 $38.213.017 $38.213.017 $43.563 8397415 5440978 $440978 $96.113 5133946 $671.038
2025 $36.302.366 $36.302.366 541.385 8377545 $418.929 $418.929 391308 5127.249 $637.486
2026/ $34.487.248] $34.487.248 $39.315 $358.667 5397983 $397.983 $86.742 S120.886 $605.612
2027 $32.762.885 $32.762.885 $37.350 $340.734 $378.084 $378.084 $82.405 $114.842 5575331
| 2028 531,124,741 531,124,741 $35482 $323.697 $359.180) $359,180 $78285 $109.100 5546564
Total $4,550,674] $1,478,357) $2,228,042 $8,257,072
Assumes School Value Limitation and Tax Abatement with the County.
Source: CPA, Nuevo Midstream, LLC
'"Tax Rate per $100 Valuation
Table 3 Estimated Direct Ad Valorem Taxes without property tax incentives
Reeves
Pecos- Pecos- Pecos-Barstow- County Estimated
Estimated Estimated Barstow- | Barstow- Toyah ISD Reeves Hospital Total
Taxable Value | Taxoble Value Toysh ISD | Toyuh ISD M&O and I&S | County Tux | District Tax |  Property
Year for 1&S for M&O 1&S Levy | M&O Levy Tax Levies Levy Levy Taxes
Tax Rnteh (.114000 1.040000] 0.251520 0.350525
2014 $15.000.:000 $15.000:000 $17.100 $156.000 $173.100 $37.728 $52.579 3263407
2015 $60.000.000 $60.000.000 $68.400 $624.000 $692.400 $150912 8210315 $1.053.627
2016 557.600.000 $57.600.000 $65.664 $599.040 $664.704 5144876 S201.902 S1.0H1 482
2017 §54.720.000 $54.720.000 _$62381 $569.088 $631.469 $137,632 S191.807 $960.508
2018] 851984000  $51.984.000 $59262]  $540634 $599.895| 130750  $182217]  s912862
2019 $49.384.800 $49.384.800 $36.299 $513.602 $569.901 5124213 $173.106 $867.219,
2020 $46.915.560 $46.915.560 §53484 §487.922 $341.406 $118.002 5164451 $823.858]
2021 $44.569.782 $44.569.782 $50.810) $463.526 $514.335 $112.102 $156.228
2022 $42.341.293 $42.341.293 $48.269 3440349 $488.619 $106.497 $148417
2023 540.224.208 $40.224.228 $45.856 $418.332 $464.188 31011721 140996
2024 $38.213.017 $38.213.017 $43.563 $397415 $440978 $96.113 £133.946
2025 $36.302.366 $36.302.366 341385 §377.545 $418.929 $91.308] $127.249
2026 $34.487.48 $34.487.248 339315 $358.667 $397.983 SSM $120.886) 5605612
2027 $32.762.885 $32.762.885 $37.3501 $340.734 $378.084 $82.405 5114842 3575331
2028 $31.124.741 $31.124,741 §35482 $323.697| $359.180 $78285 $109.100, $546.564
Total $7,335,169] $1,598,736] $2,228,042| $11,161,947

Source: CPA, Nuevo Midstream, LLC
'Tax Rate per $100 Valuation
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Attachment | includes schedules A, B, C, and D provided by the applicant in the application. Schedule A shows
proposed investment. Schedule B is the projected market value of the qualified property. Schedule C contains
employment information, and Schedule D contains tax expenditures and other tax abatement 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 M&O tax levy without the value limitation
agreement would be $6,610,551. The estimated gross 15 year M&O tax benefit, or levy loss, is $2,784,492.

Attachment 3 is an economic overview of Reeves 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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Attachments

1. Schedules A, B, C, and D provided by applicant in
application

2. School finance and tax benefit provided by district

3. County Economic Overview



Attachment 1



Alva

7 Ve \m

© "poBuUByD 10U BABY GHIELIREO JRUIBLIO jf ‘RIS SIMN) PUE JUSLND JO} SHPUKISE HOPAN PUE RIFK
.3_.8__& 0 (B0 oY) uEY) JeIpo esodind AU Joj efnpsyas By Bujan veyp P 291 10} oneoydde Aug pu ..s.s& (o0

SMIVINASIUDIY ANVIWOD GIZHOHLNY 40 SUNLYNDIS

‘DOUIGRS B 1S SRS SEL

"POPERU 88 SMOZ [BUOMPPE Pesy| ‘spousd menal uoresnddn AiBus) ym gg.%.ioiii%:if%.ﬁ%&%: ﬂ%a_ES & URG POJUBAPE )04 SN

.__BEIE.S_—EE‘_EEEBEB: ‘poyed aus) | sEeh-aid, eif) Supnp jueunseau] jo pid $0 pejsy 64 URD pURT 0N
“0}0 ‘Se0jAIBE MLOEEI)ON] S8 UoNS SUIY 0g AR SoKITNG IOy "purE] oq pinom saejard Auzu 1oy sdures ueayuBis 1eow oy |

"AE3E) BY) JO UojEIadt IS UoIRIUUoa ‘Bujuued Jopeniea @io) pue joedu] JRU0UCI0 1298 ABt 1BL] INq WASSAU] POUREnD o 10U ABUI Jertj) ISSAU] JOI0 JO GNSA JeRod

*sBUIRENG JO SWBLEHLLED GNRACILEIUOU J0 SHURING MEU U] JuaUASSAL peuerd oy} Weseidas Adise pIoys Jequmy sx) 'poied aux) BuAgenb Sy} SpICING SIS S1 Jog

"(3X1)1Zo'ceeS ape we ) Jepun ueiliseAu) pegrenb
sapiEUns weoythde 1) ) S UIPINA 1O 1USUCKUI0D BIYEAOIANIOU $0 BBLIPING U] 0K LS9 JUBLUIFSAW POULRK JO JUNOLLIB FBR0P 19301 AL

"poyed uceul Bupnp wewieseidat sigegosd Jo) pRAPeYRS Ing Jwoasle EUIPO jo Bd &) g Apedaud-Awdosd Juseaeidel, S0 WALISSA JO SHIBWESE OpROU]
“padand Ruosied oigiBus) U Juaurseau peuueyd ay) Jwesesdas Aduns proys sequinl sy ‘poied ew Bulmend ey spmnc weed oyl Jo]
“E{UIC) SMPFRLND JoU 184 Y2U0 pajsenu] INOWR 163 aoudid "Wewimeal jo sesodmd sy jog

{aHVI(LHZ0'c1c§ 0poD XBL W pouYeP 5B - JUBLWISIAN Payent wapmuda piesydde By) Apedosd [Euowad oiqibUE) L) JUGUneeAU peuteld ;0 JUNOWR JUROP IO} BY) GHLISSANIA! SRL
‘areak x8) ajeiduios om Bupkono) By} Joj Ayaseuet spusie pus uogecgdde eyl jo eARKKIE piEOq [BUL OL) WM SUaq AfEnsn Poo d o) Burimnn

‘guumed

‘FUwneD

yuned

9202 8202-9Z0Z a poliad dn-oies -Eod
Z0T B202-LZ02Z v popay dri-oglos -leog
9zoe fravay dirg el
14 926Z-5202 Zt SIUSSRIH HOBIA URILISI Of G0 n__...o__u.u.m __“__ua._o
¥20T §Z02-¥Z02T H
€202 ¥202-C202 ol
oz £202-2202T [
120z zzo2-1202 [} s
0zoz 1Zoe-0z0T 1 —— angin uo ded KOg Y
B 810z vzoz-eioz | 9 _ PovSd Npai ¥aL
| 8102 61020102 s
20z elge-ae | b
Bloz L102-8102 €
) S102 B1025H02 T poyod
00600 000EF % 00'000'0005F & | Zea'icr £ ooconseT Y 3 0z 102102 I | ouws Bupent jo smek xe) sierdwon
000000005 § {Apedoud
pa— pettent Qoo o) epiee PUB WUSUASEA)
00°000'000'52 $ peygenb) poyied aws Bupiisenb jo Jeed
@) 91orhuiod jasy jo | “Urep sucien PAE LoRBodS {seuajp
10 [BAGudde fukOY [EUY R BRI JUBLSeAN |  ou Bununace)
vga 8
cloz rroz-tioz {Apodosd payrenb ewcoeq oy ejBye) uoneaydde Buend !__s.w 1m0
10 Racudde pigoq By 210d 1N PSP W ey o\odinos |6 o
uoreogdd e 9301100 DU 191 SPEL WSWHEIA | ¢ unano.d seod oug
{vawisany] payyenb ewodaq
0} op4e sou Ausdasd peymenb soleu) IeP Lum
Uopeopdde ejerduios Bugy ojeq epBW NAWTEBAL
{graevl BNjEA [F10) PAIR 0 T Jeak e g AR [FEVYETWITY N B 7Y
HusljeeAy) w0y | onuounss Gupege weunsean | Buimenh eln Supnp) frnowe 1;5.2.....33 8_5-528..:_.8_-:93_ (mopaq mnd Jonj f0012g
i uumnped NG JUSissHAL poLFenh swiseau] Bukireny | (ueuodwos BEAOWEILIOY | fiolujseaus MU JO Unowe eyy | k) EE U (1)
FOU S} oL 1WeUReSAL, JBLHO) weuptisd Jo Bupng Auedasg Euonisg 90 WL
‘quunjeg g wunpn sqiiuey
W uunjos
(oo eapemina ind 1o 0g "se0k yove U Waunesau pejswieg) ~
SLNNOWV LNIWLEIANI ALH3dOYd
962-09 U0

usunseaw :nwnz Asw ‘AeMl v oINDBUSR

OT1WOASPHY OABRN  SLeN JURD)Y

ddy




3iva

‘peBubyo Jou sary sejewse [eu)Blo )| ‘sseed eanng PUE JUBLING 10§ SEjBUNISO epdn pue sieek ysed JorBiep
‘uopesiidde jeu|Buo ey usy) seyjo esodmnd Aue Joj elnpeyos sip Bujsn usyas ) Pess xey 10) uoesydde Aue pue uopesydde |eujBo

<4 Wﬁk

SAILVAINISIN4dTY ANYVANOD ASZIMOHLNY 20 FUNLYNDIS
TN )

%

elf (esieyat

ke 10} SHUNCLUB IBOY] J6JUO
2 )M Sojeusse [eujBpo esepdal
Uil poRjwgas anq jsnw einpeyos siyL

'uopiexe) Apsdoid jo sesodind ey 10} aNJBA BIGEXE) BININY JO BIEWINSE L}je) poob s| SKeak BINYN} Uy BNjeA Jexel S8JoN

WiVelUie S [wwlverie  §| - $[ic0crL0c  $[02L6E  § 920z | ezoz-8z0z gl pousd dn-emes -1sod
58829, 2¢ $[s9829l2e § - $|08lcoe2e $] 9066 $ 2zoz | ezoz-2zo0z L pousd dn-ames -1sod
(SPTIOVVE & |abcZevve  §| - $[S09°000PE  § | evZ02F  § 0z0z | Zzoz-az0z £l
ST T v aduesel
BOE'COEOE  § | 09E20EE  §| - §6lv600°5c & |2687Chr € czoz | ezoz-gzoz ZL olq8IA sshus Poled
BALYA R A g ¥ dn-emeg 1pa1D
LioeIZee  § | Lrockcae  §( - $|028Bv2Z€  §| 6199 & vz0z | 9szoz-bzoz m 0} enuipuod
“ARRTARA R -y T T T
0000000z  §|ezcvecor $§| - $[SeveeL'ee  §[velosk  § cz0z | pzoz-cz0T oL
00000002 g$|e6TLvEey § - STIELVZa' Iy § [ 2950165 $ zz20z | ezoz-zzoZ 6
000°000'0z  §|cal6ostr §( - $[ccoozorr S|6PITPS  § 1202 | zzoz-1202 g (ipas
0000000z ~ $ |095'SI6OF S| - $|cel’ebE'SF §| Zocels  § uo dea %09
—_ — o . 0202 | 1202-0202 L pousg T
00000002 & 008'PBEGY G| - ¢ [ooecaZar ¢ | cevc08 ¢ 6L0z | 0zoz-6102 9 uoflelw 8NBA | ypain xel
00000002 $ [ 000261 - $ [862°6PE 1S $ | 20Z¥E9 $ sLoz | 610z-910z g
0000000 & | 000022%¢ S| - §|61¥2e0¥S 195299 § 1102 | sroz-2102 v
000’0000z | 00000925 & | - $|eaz’iee®s  $|ZiZeol & 8102 | 21028102 P
00000009  $ 100000000 & - $[c00'892'66 $[1661EL § 510z | oLoz-s10z z poysd au
000'000'ST § | G00'000'3T : 000" Buyiyenb jo siea
J § | 00000051 % w0z | siozbioz | o xe) sj6|duwion
€10z | vi0Z-£L0Z | | Jeak -aid
SUORIPal 1@ S0P SUKSNDE) I8 Jojfe oA pRpdeNg OWOATIL| sjelleAcHIy | puE o FYyYY DORA-AAAAT RS
10} BNEA GgENe) [Rt4 - §%1 20 BreA BiqEE) fEuLd | MRY Bl ta Jo uy, 0 Mau feio 10 OnEA 10Nt | (el ey ), [ooioy
Bupyng meu ou) vl Auedad | sbupangmeujoenien | peeumss | renpe upd)
reucsied euBun) 10 ansp, | 1eey (=100 Porumsa deep xu)
1oy e L peeunsa
an
anjep ejqexe) pepuysy Eo.c_ﬂuwozw__ﬁz Apedoad peyient
96205 W0 asi YeAol-mojsieg-8028d weN asi
DT 'WedSPHN OABNN  JweN juuoyddy

enjeA djqexe) puy jexiely pajewns3y :(010zZ Ael "Asy) g anpeyos




Applicant Name Nuevo Midstream, LLC

ISD Name

Pecos-Barstow-Toyah ISD

Schadule C- Application: Employment informatlon

Notes: For lob definitions see TAC §8.1051{14) and Tax Code §313.021(3).

Form £0-296
Constru Now Jobs Qualitylnp Johs
Column C: Cotlumn E:
Number of Number of quallfylng
Column A: Column D: Jobs applicant ColumnF;
Tax Yaar Number of lobs applicant| Average commits lo creale Average
{Fillin actual tax Conslruction commiis fo | snnual wage | meeting all criterla of | annual wage
School Year year) FTE's or man- create rate for al Sec. 313.021(3) | of qualifying
Year YYYY-YYYY) Yyvy hours {spacify) {curmulative) | new jobs. {cumulativa) jobs
Complete tax r
years of ! 20142015 2014 75 FTE 10 $ 50187 8 § 50,187.00
gualifying ime

parod 2 2015-2016 2015 10 $ 50187 8 $ 50,187.00 |

4 2017-2018 2017 0 $ 50187 a $ £0,187.00

J Gl il 0 50,157 8 $ 50,187.00

Jax Credit Pesiod | Value Limitation | 8 2018-2020 2019 0 $ 50187 8 $ 50,187.00

(with 50% cap on Period 7 2020-2021 2020 0 $ 50187 8 $ 50.487.00

credit)

8 2021-2022 2021 0 $ 50,187 8 $ 50,167.00
9 2022-2023 2022 0 $ 50,187 8 3 50,187.00 |

0 2023-2024 2023 0 |s so1a7 8 $ 50,187.00

CrodH Setie-Lip | . Continue to i e L) $ 50187 8 $ 50,187.00
Setlle-Up e 1

Period Maintain <hmmEn 12 2025-2026 2025 10 3 50.187 8 $ 50,187.00

13 2026-2027 2028 10 $ 50,187 8 $ 60,487.00

Post- Settie-Up Perlod 14 2027-2028 2027 10 $ 50187 8 $ 50,187.00

This schedule must be submitted with the oxiginal application and any application for 1ax credii. Whan using this schedule for any purpose other than the original application,

replace original estimates with actua! appralsal district data for past years and update estimates for cument and future years. If original estimales have nol changed,

AUTHORIZED COMPANY REPRESENTATIVE
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1701 North Congress Ave. * Austin, Texas 78701-1494 - 512463-9734 » 512 463-9838 FAX * www.tea.state.tx.us

Qctober 30, 2013

Mr. Robert Wood

Director, Economic Development and Analysis
Texas Compiroller 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 Nuevo Midstream LLC project on the number and
size of school facilities in Pecos-Barstow-Toya Independent School District (PBTISD).
Based on the analysis prepared by Moak, Casey and Associates for the school district
and a conversation with the PBTISD superintendent, Clarke Boyd, the TEA has found
that the Nuevo Midstream LLC project would not have a significant impact on the
number or size of school facilities in PBTISD.

Please feel free to contact me by phone at (512) 463-9186 or by email at
al.mckenzie@tea.state.tx.us if you need further information about this issue.

Sincerely,

Al McKenzie, Manager
Foundation School Pragram Support

AM/rk
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1701 North Congress Ave. * Austin, Texas 78701-1494 + 512 463-9734 « 512 463-9838 FAX * www.tea.state.tx.us

October 30, 2013

Mr. Robert Wood

Director, Economic Development and Analysis
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 (TEA) has analyzed the revenue gains that would be
realized by the proposed Nuevo Midstream LLC project for the Pecos-Barstow-Toyah
Independent School District (PBTISD). Projections prepared by the TEA State Funding
Division confirm the analysis that was prepared by Moak, Casey and Associates and
provided to us by your division. We believe their assumptions regarding the potential
revenue gain are valid, and their estimates of the impact of the Nuevo Midstream LLC
project on PBTISD are correct.

Please feel free to contact me by phone at (512) 463-9186 or by email at
al. mckenzie@tea.state.tx.us if you need further information about this issue.

Sincerely,

O, (2

Al McKenzie, Manager
Foundation School Program Support

AM/rk



SUMMARY OF FINANCIAL IMPACT OF THE PROPOSED NUEVO
MIDSTREAM, LLC PROJECT ON THE FINANCES OF THE PECOS-
BARTOW-TOYAH INDEPENDENT SCHOOL DISTRICT UNDER A

REQUESTED CHAPTER 313 PROPERTY VALUE LIMITATION

August 19, 2013 Final Report

PREPARED BY

MOAK, CASEY
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Estimated Impact of the Proposed Nuevo Midstream,
LLLC Project on the Finances of the Pecos-Bartow-Toyah
Independent School District under a Requested Chapter

313 Property Value Limitation

[ntroduction

Nuevo Midstream, LLC (Nuevo Midstream) has requested that the Pecos-Bartow-Toyah
Independent School District (PBTISD) consider granting a property value limitation under
Chapter 313 of the Tax Code, also known as the Texas Economic Development Act. In an
application submitted to PBTISD on July 18, 2013, Nuevo Midstream proposes to invest $70
million to construct a new natural gas processing plant in PBTISD.

The Nuevo Midstream 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, Chapter 313 of the Tax
Code granted eligibility to companies engaged in manufacturing, research and development, and
renewable electric energy production 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.

Under the provisions of Chapter 313, PBTISD may offer a minimum value limitation of $20
million. The provisions of Chapter 313 call for the project to be fully taxable in the 2014-15 and
2015-16 school years, unless the District and the Company agree to an extension of the start of
the two-year qualifying time period. For the purpose of this analysis, it is assumed that the
qualifying time period will be the 2014-15 and 2015-16 school years, Beginning with the 2016-17
school year, the project would go on the local tax roll at $20 million and remain at that level of
taxable value for eight years for maintenance and operations (M&O) taxes.

The full taxable value of the project would be assessed for debt service taxes on voter-approved
bond issues throughout the limitation period, with PBTISD currently levying a $0.114 per $100
[&S tax rate. The full value of the investment is expected to reach $60 million in the 2015-16
school year, with depreciation expected to reduce the taxable value of the project over the course
of the value limitation agreement, The additional taxable value will assist PBTISD in meeting its
debt service needs.

In the case of the Nuevo Midstream 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. PBTISD would experience a revenue losses
as a result of the implementation of the value limitation in the 2016-17 school year that are
expected to total $55,678, with very modest annual revenue losses over the eight limitation years.

Under the assumptions outlined below, the potential tax benefits under a Chapter 313 agreement
could reach an estimated $2.7 million over the course of the agreement. This amount is net of any
anticipated revenue losses for the District.

School Finance Impact Stedy - PBTISD Page 1 August 17.2013
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Schoo! Finance Mechanics

Under the current school finance system, the property values established by the Comptroller’s
Office that are used to calculate state aid and recapture lag by one year, a practical consequence
of the fact that the Comptroller’s Office needs this time to conduct its property value study and
the 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.

The third year is often problematical financially for a school district that approves a Chapter 313
value limitation. The implementation of the value limitation often results in a revenue loss to the
school district in the third year of the agreement that would not be reimbursed by the state, but
require some type of compensation from the applicant under the revenue protection provisions of
the agreement. In years 4-10, smaller revenue losses would be anticipated when the state M&O
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.

Under the HB | system adopted in 2006, most school districts received additional state aid for tax
reduction (ASATR) that was used to maintain their target revenue amounts established at the
revenue levels under old law for the 2005-06 or 2006-07 school years, whichever was highest. In
terms of new Chapter 313 property value limitation agreements, adjustments to ASATR funding
often moderated the impact of the reduced M&O collections as a result of the limitation, in
contrast with the earlier formula-driven finance system.

House Bill 3646 as enacted in 2009 created more “formula” school districts that were less
dependent on ASATR state aid than had been the case previously. The formula reductions
enacted during the First Called Session in 2011 made $4 billion in reductions to the existing
school funding formulas for the 2011-12 and 2012-13 school years. For the 201 1-12 school year,
across-the-board reductions were made that reduced each district’s WADA count and resulted in
an estimated 781 school districts still receiving ASATR to maintain their target revenue funding
levels, while an estimated 243 districts operated directly on the state formulas. For the 2012-13
school year, the changes called for smaller across-the-board reductions and funding ASATR-
receiving target revenue districts at 92.35 percent of the level provided for under the existing
funding formula, with 689 districts operating on formula and 335 districts still receiving ASATR
funding.

Senate Bill 1 and House Bill 1025 as passed by the 83" Legislature made significant increases to
the basic allotment and other formula changes by appropriation. The ASATR reduction
percentage is increased slightly to 92.63 percent, while the basic allotment is increased by $325
and $365, respectively, for the 2013-14 and 2014-15 school years. A slight increase in the
guaranteed yield for the 6 cents above compressed—known as the Austin yield—is also included.
With the basic allotment increase, it is estimated that approximately 300 school districts will still
receive ASATR in the 2013-14 school year and 273 districts would do so in the 2014-15 school
year. Current state policy calls for ASATR funding to be eliminated by the 2017-18 school year.

PBTISD is classified as a hold-harmless or target revenue district for the 2014-15 through the
2016-17 school years. The District is expected to receive ASATR funds in each of those years.

School Finance Tmpacet Study - PRTISD Page 2 Auvgust 17, 2013
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One concern in projecting into the future is that the underlying state statutes in the Education
Code were not changed in order to provide these funding increases. All of the major formula
changes were made by appropriation, which gives them only a two-year lifespan unless renewed
in the 2015 legislative session. Despite this uncertainty, it is assumned that these changes will
remain in effect for the forecast period for the purpose of these estimates, assuming a continued
legislative commitment to these funding levels in future years.

A 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 Nuevo
Midstream 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.

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 general 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. The SB | basic
allotment increases are reflected in the underlying models. With regard to ASATR funding the
92.63 percent reduction enacted for the 2013-14 school year and thereafter, until the 2017-18
school year. A statement of legislative intent was adopted in 2011 to no longer fund target
revenue by the 2017-18 school year, so that change is reflected in the estimates presented below.
The projected taxable values of the Nuevo Midstream, LLC project are factored into the base
model used here in order to simulate the financial impact of having the project constructed in the
absence of a value limitation agreement. The impact of the limitation value for the proposed
Nuevo Midstream project is isolated separately and the focus of this analysis. Also, the
previously-approved Chapter 3 13 agreement for the Southern Union Red Bluff Gas Processing
Plant is factored into both the base and limitation models to control for its impact on the finances
of PBTISD.

Student enrollment counts are held constant at 2,115 students in average daily attendance (ADA)
in analyzing the effects of the Nuevo Midstream project on the finances of PBTISD. The
District’s local tax base reached $1.9 billion for the 2012 tax year based on the state input data
and is maintained at that level for the forecast period in order to isolate the effects of the property
value limitation. An M&O tax rate of $1.04 is used throughout this analysis. PBTISD has
estimated state property wealth per weighted ADA or WADA of approximately $618,043 for the
2013-14 school year. The enrollment and property value assumptions for the 15 years that are the
subject of this analysis are summarized in Table |.

School Finance Impact

School finance models were prepared for PBTISD under the assumptions outlined above through
the 2028-29 school year. Beyond the 2014-15 school year, no attempt was made to forecast the

Schoeol Finance Impact Study - PBTISD Page 3 August 17, 2013
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88" percentile or Austin yield that influence future state funding beyond the projected level for
that school year. In 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 model is established to make a calculation of the “Baseline
Revenue” by adding the value of the proposed Nuevo Midstream facility to the model, but
without assuming that a value limitation is approved. The results of the model are shown in Table
2.

A second model is developed which adds the Nuevo Midstream value but imposes the proposed
property value limitation effective in the third year, which in this case is the 2016-17 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). A summary of the differences
between these models is shown in Table 4.

Under these assumptions, PBTISD would experience a revenue loss as a result of the
implementation of the value limitation in the 2016-17 school year (-$15,021). The revenue
reduction results chiefly from the mechanics of the one-year lag in state-assigned property values
associated with the state property value study.

As noted previously, no atiempt was made to forecast further reductions in ASATR funding
beyond the 92.63 percent adjustment adopted for the 2013-14 school year. 1t is assumed that
ASATR will be eliminated beginning in the 2017-18 school year, based on the 201 | statement of
legislative intent.

One risk factor under the estimates presented here relates to the implementation of the value
limitation in the 2016-17 school year. The formula loss of $15,021 cited above between the base
and the limitation models is based on an assumption that Nuevo Midstream would receive M&O
tax savings of $391,040 when the $20 million limitation is implemented. Under the estimates
presented here and highlighted in Table 4, an increase in ASATR funding off $299,967 and a
reduction in recapture costs of $76,05 1 would offset nearly all of the reduction in M&O taxes in
the first year the value limitation is in effect.

In general, the ASATR offset poses little financial risk to the school district as a result of the
adoption of the value limitation agreement. But a significant reduction of ASATR funding prior
to the assumed 2017-18 school year elimination of these funds could reduce the residual tax
savings in the first year that the $20 million value limitation takes effect.

The Comptroller’s state property value study influences these calculations, as noted previously.
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 1&S taxes. This
situation exists for the eight years that the value limitation is in effect. Two state property value
determinations are made for school districts granting Chapter 313 agreements, consistent with
local practice. A consolidated single state property value had been provided previously.

Sehool Finance Impact Study - PRTHSD Page |4 August 17,2013
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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. A $1.04 per $100 of taxable value M&O rate is assumed in 2013-14 and thereafter.

Under the assumptions used here, the potential tax savings from the value limitation total $2.4
million over the life of the agreement. In addition, Nuevo Midstream would be eligible for a tax
credit for M&O taxes paid on value in excess of the value limitation in each of the first two
qualifying years. The credit amount is paid out slowly through years 4-10 due to statutory limits
on the scale of these payments over these seven years, with catch-up payments permitted in years
11-13. The tax credits are expected to total approximately $0.4 million over the course of the
agreement, with no unpaid tax credits anticipated. The school district is to be reimbursed by the
Texas Education Agency for the cost of these credits.

The key PBTISD revenue losses are expected to total approximately $55,678 over the eight
limitation years under the agreement. The total potential net tax benefits (inclusive of tax credits
but after hold-harmless payments are made) are estimated 1o total $2.7 million over the life of the
agreement. While legislative changes to ASATR funding could increase the hold-harmless
amount owed in the initial year of the agreement, there would still be a substantial tax benefit to
Nuevo Midstream under the value limitation agreement for the remaining years that the limitation
is in effect.

Facilities Funding Impact

The Nuevo Midstream project remains fully taxable for debt services taxes, with PBTISD
currently levying a $0.114 I&S rate. The value of the Nuevo Midstream project is expected to
depreciate over the life of the agreement and beyond, but full access to the additional value is
expected to increase the District’s projected wealth per ADA to $953,813 in the peak year of 1&S
taxable project value.

The Nuevo Midstream project is not expected to affect PBTISD in terms of enrollment. The
project is expected to add 10 full-time positions once it beings operations. Continued expansion
of the project and related development 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 Nuevo Midstream manufacturing project enhances the tax base of PBTISD. It
reflects continued capital investment in keeping with the goals of Chapter 313 of the Tax Code.

Under the assumptions outlined above, the potential tax savings for the applicant under a Chapter
313 agreement could reach an estimated $2.7 million. (This amount is net of any anticipated
revenue losses for the District.) The additional taxable value also enhances the tax base of
PBTISD in meeting its future debt service obligations.

School Finance lmpact Swdy - PRTIST) Page |5 August 17.2013
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Table 1 — Base Distriet Information with Nuevo Midstream, LLC Project Value and Limitation Values

CPTD CPTD
M&0 I&S CAD Value Value with  Value with
Year of School Tax Tax CAD Value with CPTD with CPTD With Project Limitation
Agreement  Year ADA WADA Rate Rate with Project Limitation Project Limitation er WADA  per WADA
Pre:Year] 2013114 221500 313133  $10400 $01140 $2040431727  §2,040431727 $1935296059 $1935206050 $618,043 _$618,043
1 201495 221500 3,131.69 $10400 $0.1140 $1.966,631,727  §1,966631,727  $2,034,096,059  $2,034,096,059 $649,520 §649,520
2 201516 221500 3,131.69 $10400 §0.1140 $2011631727 $2011631727 $1960266,050 $1960,296059 $625.054 $625954
3 2016-17 221500 3,131.69 $10400 §0.1140 $2009,231,727 $1.971631,727 $2005,206,059 $2005,296059 $640,324 $640,324
4 20718221500 3,131,609 $10400. $0.1140 $2,006351727 $1.971631727  $2,002,696059 _ $1,965206,050 $639,557 5627551
5 201819 221500 3,131.69 $1.0400 $0.1140 32003615727  §1.971,631,727 $2000016059 §$1965,206,059 $638,638 $627,551
& 2018-20 221500 3,131.69 $10400 $0.1140 $2001.016527 $1971,831727 $1997,280,050 $1,965296050 $637:764  $627,551
7 202021 221500 3,131.69 $1.0400 $0.1140 §1,998,547.287 §1971631.727 $1994680859 $1,965.296059 $636,934 $627,551
8 202122 2215000 3,131.69 $10400  $01140  §1,996.201500  $1,971,631727__$1902211619 $1.965206059 $636,145 $627.559
9 202223 221500 3,131.69 $1.0400 $0.1140 §2,078,82947% $2056,488,186  $1,989,855 841 $1,965,296,059 $635,396 $627,551
10 202324221500 3,131,69  $10400 $0.1140 $2073.866720 $2053642492 $207249381% $2050,152518 $661,781 $654,647
1 2024-25 221500 3,131.69 $1.0400 $0.1140 $2,060,085,187  $2,089,095,187 $2067,531,052  §2047,306824 $660,196 $A53,738
12 202526 221500 3,131.69 $10400 $0.1140 $2064507022 $2084.507,022 $2,062.759,519 $2062,750519 $858,673 $658,673
13 2026-27 221500 3,131.69 $1.0400 $0.1140 $2,060,094,716 $2060,094716 $2098,171,354 $2058,171,354 $657,207 $657,207
14 2027:28 221500 3,131.60  $10400 $§0:1140 $2055851,081 $2,055851,081 $2053759,048 $2053750048 $655799 $655,799
15 2028-29 221500 3.131.69 $10400 $0.1140 $2,051.769.243  $2.051,769.243  $2.049515413 32049515413 $654.443 $654.443
Table 2-*“Baseline Revenue Model™--Project Value Added with No Value Limitation®
State Aid  Recapture
Additional From from the
M&O Taxes @ State Aid- Additional  Additional  Additional
Year of School Compressed Hold Recapture LocalM&0  MBOTax LocalTax  Tatal General
Agreement Year Rate State Aid  Harmless Costs Collections  Collections Effort Fund
Pre-Year1 2013-14 $20;292]210C $688,908 50 -$3,837873  $810,633 $0 $0 $17,953,878
1 2014-15 §19,568,934 $724092 $971467 -$4,165,053 $761.740 $0 3¢ 517,881,180
2 2015-16 $20,009.956 §724,082 $68,993 -$3,703601 $789,358 $0 $0. $17,808,798
3 2016-17 $19,993,954 §724,092 $425231 -$4,043,837 $798,719 50 $0 $17,898,159
4 2017-t8  $19.965,153 $724,002 $0 -54020,123 $797,568 50 $0  $17,466,690
5 2018-19  §19,937,782 $724,002 $0 -$3,993,120 $796,475 $0 $0 $17,465,240
é 2019-20  $19,911,799  $724,082 $0 -53,967.464 $795437 30 §0  $17,483,863
7 2020-21 $19,887,105 $724,092 80 -$3,943,089 $794.450 30 $0 $17,462,558
8 202122 $19,863,645 §724,092 $0 -$3919,930 $783,513 50 50 $17,481,321
9 2022-23  $20,672,995 §$724,092 30 -54,061,306 $825.845 $0 $0 $18,161,626
10 2023-24  $20,623,934 $724,002 $0  -$4671,272 $823,885 50 $0  $17,500,638
11 2024-25 520,573,126 $724,092 50 -34624,036 5$821,855 50 $0 $17.495,037
12 2025-26  §20,528,159 $724,092 $0 -$4.57941  $820,059 50 30 $17.492.819
13 2026-27 $20,484,917 §724,002 80 -$4,536,649 818,332 $0 50 517,490,691
14 2027-28  $20,443,327 §724,002 $0 -$4,405441 $B16,670 50 30 517,488,648
15 2028-29  $20,403,323 §724,092 $0  -54,455,800 $815.072 $0 $0 $17,486,687

“Basic Allotment: $5,040; AISD Yield: $61.86; Equalized Wealth: $504,000 per WADA
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Table 3- “Value Limitation Revenue Model”—Project Value Added with Value Limit*
State Aid  Recapture
Additional From from the
M&0 Taxes @ State Aid- Additional  Additional  Additional
Year of School Compressed Hold Recapture LocalM&0 MBOTax  LocalTax  Total General
Agreement Year Rate State Aid  Harmless Costs Collections  Coliections Effort Fund
Pre-Year1 2013:14 $20,292210 $688/908 $0_-$3,837,873  $810,633 $0 $0  $17,953,878
1 2014-15 519,568,934 §724,092 $971,467 -$4,165053 5781,740 $0 $0 517,881,180
2 2015-16. §20,000,956  §724,092  $68,993 -$3,703,601 $799,358 $0 $0 %17,898,798
3 2016-17 $19,617,936 $724,092 §725198 -$3,967,786 $783,607 $0 $¢ $17,883,137
4 2017-18 $19,617:936  §724,002 $0 -$3,665,220 §783,697 $0 $0  $17,456,505
5 2018-19  $19.617,936 $724,092 $0 -$3,669,220 $783,697 $0 $0 $17,456,505
8 2019-20 $19,617;9368 $724,002 50 -$3,669,220 $783,697 50 S0 $17,456,505
7 2020-21  $19,617,936 $724,092 $0 -$3,669,220 $783,697 $0 $0 $17,456,505
] 2021-22  §19617,938  $724,092 $0 -$3,669,220 §783,697 $0 $0  $17,456,505
9 2022-23  $20,449,571 §724,092 $0 -$3,824,764 $816,920 $0 $0 $18,165.818
10 2023-24° 520,421,682 $724,002 50 -$4,464,452  $815805 $0 $0 $17.497,127
11 2024-25 520,573,126 $724,092 50 -34476645 $821,855 $0 $0 517,642,428
12 2025-26  $20,528,159  $724,092 $0 -$4,579481  $820,059 $0 $0 $17,492,819
13 2026-27 $20,484,917 $724,092 30 -34,536,649 $818,332 $0 $0 $17,490,691
14 2027-28 520,443,327 $724,082 50 -$4.495441  $816,670 $0 $0 §17,488,648
15 2028-29 $20,403,323 $724,092 50  -54,455,800 $815,072 $0 $0 $17.486.687
*Basic Allotment: $5,040; AISD Yield: $61.86; Equalized Wealth: $504,000 per WADA
Table 4 - Value Limit less Project Value with No Limit*®
State Aid  Recapture
MB0 Taxes Additional From from the
@ State Ald- Additional  Additional  Additional Total
Year of School  Compressed State Hold Recapture Local MBO  ME0Tax  LocalTax General
reement Year Rata Aid  Harmless Costs Collections  Collections Effort Fund
Pre-Year 1. 201314 $0  s0 $0 50 $0 $0 50 50
1 2014-15 $0 $0 $0 50 50 $0 50 $0
2 2015-16 $0 S0 $0 $0 $0 30 50 30
3 2016-17 -$37_6.018 $0 $299,967 $76,051 -$15,021 $0 $0  -$15,021
4 201718 -$347;217  §0 $0 $350,803  -$13,871 50 $0  -$10,185
5 2018-19  -$319,856 $0 $0 $323,900 -512,778 $0 30 -$8,734
6 2018-20  -$293,863  $0 §0O  $208244  -$11,739 $0 §0 -§7,358
7 2020-21  -$269,169 $0 $0 $273.869 -310,753 $0 30 -$6,053
8 2021-22  -$245;710  $0 $0  $250.710  -$9,816 30 50 -$4,815
9 2022-23  -$223,424 $0 $0 $236,542 -$8,925 $0 $0 $4,192
10 2023-24  -§202253 ' $0 $0 $206,820  -$8,080 $0 $0  -33,512
11 2024-25 $0 50 S0 $147,391 50 $0 $0 3$147,301
12 2025-26 $0 S0 $0 30 50 30 30 $0
13 2028-27 50 $0 $0 $0 50 30 30 $0
14 2027-28 0 %0 $0 $0 $0 30 $0 $0
15 2028-29 $0 $0 $0 $0 50 50 $0 30

*Basic Aflotment: $5,040; AISD Yield: $61.86; Equalized Wealth: $504,000 per WADA
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Table 5 - Estimated Financinl Impact of the Nueve Midstream, LL.C Project Property Value Limitation Request
Submitted to PBTISD at $1.04 M&O Tax Rate

Tax
Credits  Tax Benefit
Tax for First to
Taxes Taxes Savings Two Company School
Estimated Assumed Before after @ Years Before District  Estimated
Year of School Project Taxable Value M&0 Tax Value Value Projected  Above Revenue  Revenue  Net Tax
_Agreement  Year Value Value Savings Rate Limit Limit M&ORate  Limit Protection _ Losses  Bensfits
Pre-Year1 201314 $0 $0 §0 $1.040 $0 $0 50 $0 $0 $0 $0
1 2014415  $15000,000  $15,000.000 $0 $1040  $156000  $156,000 $0 50 $0 $0 $0
2 201516 $60,000,000  $60,000,000 $0 51040 $624000  $624,000 $0 $0 $0 $0 $0
2 20167  $57,600000 $20,000,000  $27.600 000 $1.040  $509040 3208000  $391,040 $0 $391040 -$15021 5376019
4 2017-18° $54,720000  $20,000,000  $34.720,000 $1.040  $560,088  $208000  $361,088  $50.429 $420517  $10,185°  $410,332
5 201819 $51,984,000 $20,000000  $31,984,000 §1.040  $540634  §208000  $332634  §59429 $392062  -$8734  $383,328
6 2019-20  $49,384,800  $20,000,000 $29,384,800 $1.040  $513602 208000  $305602 59420 $365030  $7,358°  $357.673
7 2020-21  $46915560  $20,000000 526,915,560 $1.040  $4870822  $20B000  $279922  $59.429 $339350  $6,053  $333,208
8 202122 $44.569,782° $20,000,000 $24'560,782 $1040  $463526  $208000 $255526  $50,429 $314954  $4815  $310,139
9 202223 $42,341,293  §20,000,000 $22,341,293 $1.040  §440349  $208000  $232349  $59.420 $291,778 S0 3291778
10 202324 $40,224.228° $20,000,000° ' $20.224,228 $1.040 418232 5208000 52103327 $59429 $269,761  -$3512 5265248
1 2024-25 $38,213017  $38,213017 $0 $1.040  $397415  $397415 $0 $0 S0 $0 $0
12 202526 $36,302,368 $36,302,366 $0 S1040 377545 $377545 $o 50 50 $0 $0
13 2026-27 $344B7.248  $34 487,248 50 $1040 5358667  $358,667 0 $0 $0 $0 $0
14 202728 $32,762885 $32,762,885 $0 $1040 5340734  $3407M4 $0 $0 $0 $0 $0
15 2028-29  $31124741  $31,1247M1 $0 $1040 8323697  $323597 $0 0 $0 $0 §0
§6,610,551 $4,242053 $2368492 §416000  $2,783492 -$55678 $2,726,814

Tax Credit for Value Over Limit in First 2 Years Year1 Year2  Max Crediis
S0 $416,000 $416,000

Credits Eamed $416,000

Credils Paid $416,000

Excess Credits Unpaid 50

*Note: School District Revenue-Loss estimates are subject to change based on numerous factors, including
legislative and Texas Education Agency administrative changes to school finance formulas, year-to-year
appraisals of project values, and changes in school district tax rates. One of the most substantial changes to the
school finance formulas related to Chapter 313 revenue-loss projections could be the treatment of Additional
State Aid for Tax Reduction (ASATR). Legislative intent is to end ASATR in 2017-18 school year, Additional
information on the assumptions used in preparing these estimates is provided in the narrative of this Report.
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Reeves County

Population

¥ Tolal county population in 2010 for Reeves County: 11,197 , up 0.5 percent from 2009. State population increased 1.8 percent in
the same time period.

® Reeves Counly was the state's 159th largest county in population in 2010 and the 144th fastest growing county from 2009 to 2010,

® Reeves Counly’s population in 2009 was 23.8 percent Anglo (below the state average of 46.7 percent), 2.4 percent African-
American (below the state average of 11.3 percent) and 72.6 percent Hispanic {above the state average of 36.9 percent).

a 2009 population of the largest cities and places in Reeves County:

Pecos: 7,782 Balmorhea: 445
Toyah: 85

Economy and Income
Employment

B September 2011 total employment in Reeves County: 4,282 , up 1.4 percent from September 2010. Stale total employment
increased 0.9 percent during the same period.
{October 2011 employment data will be available November 18, 2011).

B September 2011 Reeves County unemployment rate: 10.7 percent, up from 10.2 percent in September 2010. The statewide
unemployment rate for September 2011 was 8.5 percent, up from 8.2 percent in September 2010.

¥ September 2011 unemployment rate in the city of:

{Note: County and state unemployment rates are adjusted for seasonal fluctuations, but the Texas Workforce Commission
clty unemployment rates are not. Seasonally-adjusted unemployment rates are not comparable with unadjusted rates).

Income

B Reeves County's ranking in per capita personal income in 2009; 225th with an average per capita income of $26,779, up 3.4
percent from 2008. Statewide average per capita personal income was $38,609 in 2009, down 3.1 percent from 2008.

Industry

m Agricultural cash values in Reeves County averaged $19.96 million annually from 2007 to 2010. County total agricultural values in
2010 were up 6.3 percent from 2009. Major agriculiure related commodities in Reeves County during 2010 included:

* Pecans * Hay = Other Crop = Other Beef = Alfalfa

B 2011 oil and gas production in Reeves County: 1.2 million barrels of oil and 17.8 million Mcf of gas. In September 2011, there
were 814 producing oil wells and 295 producing gas wells.

Taxes

Sales Tax - Taxable Sales

(County and city taxable sales data for 1st quarter 2011 is currently targeted for release in mid-September 2011).
Quarterly (September 2010 through December 2010)

m Taxable sales in Reeves County during the fourth quarter 2010: $19.03 million, up 11.7 percent from the same guarter in 2009.
B Taxable sales during the fourth quarter 2010 in the city of:

Pecos: $17.08 million, up 18.7 percent from the sarme quarter in 2009,
Balmorhea: $147,104.00, up 1.1 percent from the same quarter in 2009.
Toyah: $0.00, down 100.0 percent from the same quarier in 2009,

Taxable Sales through the end of 4th quarter 2010 {January 2010 through December 30, 2010)

® Taxable sales in Reeves County through the fourth quarter of 2010: $74.63 million, up 12.7 percent from the same period in 2009.
= Taxable sales through the fourth quarier of 2010 in the city of:

Pecos: $64.83 million, up 13.8 percent from the same period in 2009.

Balmorhea: $607,936.00, up 31.4 percent from the same period in 2009.

Toyah: $15,498.00, down 65.2 percent from the same period in 2009.
Annual (2010)

® Taxable sales in Reeves County during 2010: $74.63 million, up 12.7 percent from 2009.

8 Reeves County sent an estimated $4.66 million (or 0.03 percent of Texas' taxable sales) in state sales taxes to the state treasury in
2010.

B Taxable sales during 2010 in the city of:
Pecos: $64.83 million, up 13.8 percent from 2008,
Balmorhea: $607,936.00, up 31.4 percent from 2009.
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Toyah: $15,498.00, down 65.2 percent from 2009,
Sales Tax — Local Sales Tax Allocations

(The release date for sales tax allocations to cities for the sales activity month of September 2011 is currently scheduled for
November 9, 2011.}

Monthily
» Statewide payments based on the sales activity month of August 2011: $505.22 million, up 13.9 percent from August 2010.

= Payments to all cities in Reeves County based on the sales activity month of August 2011: $155,949.1 1, up 64.2 percent from
August 2010.

m Payment based on the sales activity month of August 2011 to the city of:

Pecos: $151,890.73, up 65.0 percent from August 2010.
Balmorhea: $3,265.00, up 38.0 percent from August 2010.
Toyah: $793.38, up 41.6 percent from August 2010,

Fiscal Year

u Statewide payments based on sales activity months from September 2010 through August 2011: $6.08 biflion, up 8.0 percent from
the same period in 2010.

m Payments to all cities in Reeves County based on sales activity months from September 2010 through August 2011: $1.50 million,
up 25.0 percent from fiscal 2010,

® Payments based on sales activity months from September 2010 through August 2011 to the city of;

Pecos: $1.46 million, up 25.2 percent from fiscal 2010,
Balmorhea: $31,818.20, up 15.2 percent from fiscal 2010.
Toyah: $6,552.46, up 44.9 percent from fiscal 2010.

January 2011 through August 2011 (Sales Activity Year-Ta-Date)

m Statewide payments based on sales activity months through August 2011: $3.99 billion, up 8.2 percent from the same period in
2010.

m Payments to all cities in Reeves County based on sales activity months through August 2011: $1.06 million, up 31.9 percent from
the same period in 2010.

B Payments based on sales activity months through August 2011 o the city of:

Pecos: $1.03 million, up 32.3 percent from the same period in 2010.
Balmorhea: $22,146.10, up 10.0 percent from the same period in 2010.
Tayah: $5,025.93, up 67.1 percent from the same period in 2010,

12 months ending in August 2011

m Statewide payments based on sales activity in the 12 months ending in August 2011: $6.08 billion, up 8.0 percent from the previous
12-month period.

® Payments to al cities in Reeves County based on sales activity in the 12 months ending in August 2011: $1.50 millien, up 25.0
percent from the pravious 12-month period.

s Payments based on sales activity in the 12 months ending in August 2011 to the city of:

Pecos: $1.46 million, up 25.2 percent from the previous 12-month period.
Balmorhea: $31,818.20, up 15.2 percent from the previous 12-month period.
Toyah: $6,552.46, up 44.9 percent from the previous 12-month period.

m City Calendar Year-To-Date (RJ 2011)

W Payment lo the cities from January 2011 through October 2011:

Pecos: $1.26 million, up 30.1 percent from the same period in 2010.

Balmorhea: $26,620.99, up 13.2 percent from the same period in 2010.

Toyah: $5,810.59, up 52.4 percent from the same pericd in 2010.
Annual (2010)

® Statewide payments based on sales aclivity months in 2010: $5.77 billion, up 3.3 percent from 2009.
® Payments to all cities in Reeves County based on sales activity months in 2010: $1.24 million, up 8.8 percent from 2009.
B Payment based on sales activity months in 2010 to the city of:

Pecos: $1.21 million, up 9.0 percent from 2009,

Balmorhea: $29,796.84, up 20.9 percent from 2009,

Toyah: $4,534.63, down 49.4 percent from 20089,
Property Tax
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¥ As of January 2009, property values in Reeves County: $812.61 million, down 10.1 percent from January 2008 values. The
property tax base per person in Reeves County is $73,566, below the stalewide average of $85,809. About 46.8 percent of the
property tax base is derived from oil, gas and minerals.

State Expenditures

B Reeves County's ranking in state expenditures by county in fiscal year 2010: 154th, State expenditures in the county for FY2010:
$45.41 million, up 0.1 percent from FY2009,

® In Reeves County, 9 state agencies provide a total of 82 jobs and $850,501.00 in annualized wages (as of 1st quarter 2011).
® Major state agencies in the county (as of first quarter 2011):

* Department of Transportation = Department of Public Safety
» Health & Human Services Commission = Parks & Wildlife Department
= AgriLife Research

Higher Education

® Community colleges in Reeves County fall 2010 enroliment;
) = None.

B Reeves County is in the service area of the following:

= Odessa College with a fall 2010 enroliment of 5,211 . Counties in the service area include:
Andrews County
Brewster County
Crane County
Culberson County
Ector County
Gaines County
Jeff Davis County
Loving County
Presidia County
Reeves County
Uptan County
Ward County
Winkler County

¥ |nstitutions of higher education in Reeves County fall 2010 enroliment;
* None.

School Districts
B Reeves County had 2 school districts with 6 schools and 2,352 students in the 2009-10 school year.

(Statewl|de, the average teacher salary in school year 2009-10 was $48,263. The percentage of students, statewide,
meeting the 2010 TAKS passing standard for all 2009-10 TAKS tests was 77 percent.)

= Balmorhea ISD had 159 students in the 2009-10 school year. The average teacher salary was $39,812. The
percentage of students meeting the 2010 TAKS passing standard for all tests was 78 percent.

* Pecos-Barstow-Toyah ISD had 2,193 students in the 2009-10 school year. The average teacher salary was
$45,629. The percentage of students meeting the 2010 TAKS passing standard for all tests was 61 percent.
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