Chaprer 313 Annual Eligibilicy Report Form
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and Analysis

Form 50-772-A
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2015

1. Tax yaar covered by this raport:

NOTE: This repart must be compleled and submited Lo the school district by May 15 ol evary year using information from the previous fax {calendar) year.

2. Application numbar: 19

NOTE: You can tind your epplication numbsr and &l agreement documents and reparts on the websile www.taxasahead omtax_programs/chapter31 Japplicants

3. Nema of schooi distie: POt Arthur 1SD

4, Nama of prject on origing) application for short dascriplion of facility}: Motiva Hydrogen Plant

5. Nama ol applicant on originsi applicalion: Praxair, Inc.

6. Nema ths company santeting into original agreement with distrct: Praxair, Inc.

7. Amount of limitation al tima of applicalion approval: 8Years at 30,000,000

8. you ars one of two or more companias originatly applying for a limitation, list all other applicants hare and desctibe their relationships.
{Uso attachments if nacassary.)

[SECTION 2 Clirrent Agreement Information i

1. Name of currant agreement holda(s) Praxair, Inc.

2. Complete mailing address of cwmant agreement hokler 38 Old Ridgebury Road, Danbury CT 06810

3. Company conlaci person lor agreament holdar:

Don McLean Assac. Dir., Tax

Name Titta

203 - 837 - 2219 Don_McLean@praxair.com
Phona Emall

4. Texas franchise tax 1D number of cument agreament holdar: 01-061249050-07

5. it the curtent agreament holder does not repart under the franchisa tax law. please include name and tax ID of repariing entity:
N/A N/A

Hoama Tax I

8. Il the authorized company rapresantative (Semie as signalory for this form) is dilerent from the contact parson ksled above, complate the folowing:

N/A N/A
taamrs Title
N/A
Complete Mailing Addmess
N/A N/A
Phona Email

7. I you are a curranl agreement holder wha was nol an original appticant, pleasa list all ather current agreament holders. Please describe tha chain ol

ownarship from the original applicant to the naw entities. (Use allachments if necassary.)

N/A

£er mora saforenlion, visit o rwebs 2
waw, TexasAlvead org/tax_programs/chapterd1 3/

SHTITA w05 0402



Chapter 313 Annual Eligibility Report Form

ISECTION3ZAppilcant ENGIBIlyInformatio R L . . AR
1. Does tha business antity have the right 1o tmnzact busingss with respact lo Tax Code, Chapter 1717

{Attach printout from Comptroliar Wab sita: http:iiwww.window.state.br.usitaxinfolcoasiptrhtmi) .. .oo.veviiisuiecneianens f Yas | Mo
2. Is the businass enlity current on all 1axes du 10 the SIate of TEXAS? ... ......ooiemeeeer ueraeeinneererannreerenmen y Yes No
3. Is the business activily ol the projact an eligible business eciivity under Section 383.024(B)7 .......vvviiviiiiinnenans J Yes No

3a. Please identity business activity: Hlydfogen Production

YT -~ R = W e, Ty g =T oL T
H oy Mt a L ek . - g ki % B R TN % o
Ty B R e A S]] gttt (Pl s TR e h S T g

[SECTION/S! QunliliediProperty Information

1. Markel value for rapOrling Year: . .......oceeeaeen.ns DOt LR T 10 TR0 0060 AN B A BH B BGE 0 B 00 EEBAAAG $ $63,535,80000
2. |&S tarable valus for teporting year: ........... 50 AA00A6E 0064006000008 60600a000B0068A000E 10 60a06a0s $ $63,535,80000
3. M&O taxable value for fepoMing yBar ........c.oo.eevueeennn. B+ DU s ” £ 5 $63,535,80000

SECTION/SA:Wage and Em Empluymem Information fo_l_’Il & Prit 2014 ' EEE)

ONLY COMPLETE THE WAGE SECTION (SA or 58} THAT APFLIES TO YOUR APPLICATION. You can find yaur appfication number on tha wabaite
at www.lexasahsad.orgltax_programa/chapterdiVapplicanis.

NOTE: All statulory relerencas In Seclion SA are for statule as il existed prior to Jan. 1, 2014, For job delinitions ses TAC §9.1051(14) and Tax Coda,
§313.021(3). I the agmement includes a definition of *naw job™ other than TAC §9.1051{14)(C), than please pravida the dafinition “new job” #a usad in Ihe
agreemarnti, Nolwithstanding any waiver by the disirict of the requirement for the creation af a minimum number of new joba, or any olher job commitment
in the agreement, Tax Coda §313.024(d) requires that 80 percent of all naw jobs be qualilying jobs.

1. How many naw jobs wera based on the qualifiad proparty in the year covared by this repon? (See note above) ... .. 15
2. Whal is tha numbar ol new jobs required lor a project in this school district according to §313.021(2)(A)iv)(b),
§313.051(b), as appropriate? ......... J S D 12
2, Did the applicant request thal the governing boedy walve the minimum job requirement, as provided undar
TaX GOUR E31B.0Z5(1)7 . ce v verrrrnnnsnnernnroneerrnessnnns Yes | No
3a. If yas, how many new jobs musi the approvad applicant creatp under o Walvar? .........ooeovee . en.. n/a
4. Calculate 60 percent ol new jobs (0.80 x number of new jobs based on the qualifiad property in the year coversd 128
V-, T e ’
. - . . 73,045.00
5. What is the minimum requirad annual wage lor each qualifying job in the year covered by thereport? .. .. ........ &

6. Identily which of the four Tax Code saclions is used fo datanmine the wage slandard required by the agreament:
§313.021(5)(A) or §313.021(5)(B) or §13.021(3{E}H) or §313.051(b)
6a. Attach calculations and cite axact Taxas Worklarce Commission dala source as detined in TAG §9.1051.
7 Doeas the agraemaent require the applicant lo provide a specified number ol jobs at a spacified wage? ....
7a. Ul yas, how man'y gualilying jobs did the approved applicant commil 1o craale in the year covered by

the raport? ......0vvennn RN I, - - PP e PR P L 12
73,045.00
7b. W yes, what annual wage did the appraved applicant commit to pay in the year covered by Lhe report? . ... $
7c. Il yas, how many qualilying jobs were creaied at the specified wags in the ysar covered by the repont? .. ... 16
8. How many qualilying jobs (amployees of this entity and employaes ol a contractar with this entily) were based 16
an ihe qualified proparty in tha year covered by tharapoit? ......cocoviveniiiiiiariainsineaas
8a. Q! tha qualifying job-helders last year, how many were ampleyaes of the approved applicant? ............. 16
8b. Ol the quaklying job-holdars last year, how many were employees of an eniity cantracting with tha 0
approvad BPPHCAMT .. ... viiii i e at e a s et s aFa s e Raesan e R R
8¢. I any qualitying job-holders were employees of an enlily contracting with the applicant, does the approved
applicant or assignae have documeantation from the caniracior supparting the conclusion that thosa jobs
are qualifying jobs? .......... e T Yas Mo X NiA
X Tt o o : - - -“ it et Yk e - = ._.-- '-"
Fagmoraliniormat oot AHead!org i EIEL AR S

Tape 2 » 50-772-A = 05142



Chaprer 313 Annual Eligibilicy Reporc Form

Rloymentinfarmatianifor Applicatians ARer.JJant

17.2013/(41000 and’Above

ge andjEm 1 Above

ONLY COMPLETE THE WAGE SECTION (SA or 5B) THAT APPLIES TO YOUR APPLICATION. You can find your application number on the website
at www.laxasahead.argtax_programs/chapter31/applicants.

NOTE: For job definitions see TAC §9.1051(14) and Tax Code, §313.021(3).
QUALIFYING JOBS
1. What is the numbar ol new qualilying jobs the applicant committed lo creala in the year covarad by Ihis report? . . . ..

2. Did the applicant requasi that the goveming body waive the minimum quskitying job requirement, as provided undar
Tax Coda §313.025(1-1)7 ... ..ottt iieiii i neenans A A s et el b 580080050500000 Yes No

2a. Il yes, how many new qualilying jobs must the approved applicant craale under the waiver? ...............
3. Which Tax Code Secfion afa you using to delanmine the waga standard required lor this project? ... . §313.021(S){A} ar §313.021(518)

Ja. Atach calculaliens and cilg axact Texas Worklorce Commission data sources as definad in TAC §3.1051,
4. What is the minimum required annual wage for aach qualilying job in the year covered by this report? ........... $

5. What is the annual wage the applicant commilted (o pay for each of tha qualilying jobs in the year covared
by this report? ........ 0060040000000 00a00 G000 086000050 690 saes kb reasterensannesans 000Da00000E )

6. Do the qualilying jozs maet all minimum requiramants set out B Tax Code §313.021(3)7 v..vvivrsnrcrenronn. Yas No

NON-QUALIFYING JOBS
7. Whst is tha numbar of non-guslilying jobs the applicant had on Dae, 31 of the year covarad by this report? .,

8. Whal was the avarage wage you wera paying for non-qualifying jobs on Dec. 31 of the year covared by this repert? .. S

9. What is tha county average weekly wage for non-qualilying jobs, as defined InTAC §9.10517 .. ... ...ovvuuen.n. 5
MISCELLANEOUS

10. Oid the appticant rely on a determination by tha Texas Workforce Commission undar the provisions §312.024(2)(F)
in maaling the minimum qualitying jcb requirements? ........... B < 00000805000 0500600 Yes No

10a. W yes, attach supporting documentation to evidance that the requirements of §313.021{3)(F) ware mal.

11, Are you part of a Single Unilied Project {SUP) and ralying on the provisions in Tax Coda §313.024(d-2) to maet tha
qualifying Job rQUIMBMBNIET . ...\ \ s v itinnas ittt iteatsanansenseisassssnraseserssonsenaseseanrrnnens Yos No

11a. it yas, attach supporling documentation lrom the Texas Economic Development and Tourism Offica Including
a list of the other school district{s) and tha qualilying jobs located in each,

T R e A o — Y O — R Al S i T T _ - Ty nys R By g7
SECTION:6: Qualified investmenuduring QualifiediTime:Perind B B T e

el St e T TR PR i, SR

ENTITIES ARE NCOT REQUIRED TO COMPLETE THIS SECTION [F THE YEAR COVERED BY THE AEPOAT 15 AFTER THE QUALIFYING TIME
PERIOD OF THEIR AGREEMENT.

1. What is the qualified investmant uxpanded by this entily from the beginning of the qualilying Lime period through

the end of lhe year covared by thisesport? ... ... ... ........ I 0000005008060 $ 74,000,000.00
2. Was any of the land classilied as qualifid invastment? . ... ................... e corusan i Yes o/ No
3. Was any of tha qualiied Investment ieasad under B CapUBliZEd [BASET .. ... . ... ..vurieernseoennnrnrrronnerennnn Yas f No
4, Was any of the qualfied investiment Isased under an operaling 168587 ... .......cvvvrveervrnreeninn. - S Yas ‘/ No
5. Was any property not awned by the applicant part of the qualified Investmeni? . ... ... rmopraae Dy Yes / No

T

cpnara niomationvist ouRwehsies

wwwiTexasAtiead org/ taxdprograms/chapter3 13/

i
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Chaprer 313 Annual Eligibility Reparc Form

SECTIONZIFantiahintere: T AR T RS e e |

THE FOLLOWING QUESTIONS MUST BE ANSWERED BY ENTITIES HAVING A PARTIAL INTEREST IN AN AGREEMENT. For limitation agreements
whara tham are multiple company entilies that receive a part of the lirmtalion provided by the agreement; 1) each busingss anlily nol having a full intarast
In the agraernant should complate a separata form for their proportionate shara of required emplaymant and invasimant inlormation; and, 2) sepasately, the
school district is requirad to complets an Annual Elgibility Report that provides for aach quastion in this form a sum of the individual answers trom raporta
submined by each antity so that thesse is a cumutative Annual Eligibiity Report rallecting the entire agresment.

1, What was your limitation amouni (or portion ol onginal Emitation amount) during the year covered by this report? ... . 0.00
2. Please daescribys yous interest in (he agraement and identify all the documents creating that interest,

. B e T L U mEr L A A T T I BT

“t am the authorized representative for the Company submitting this Annual Eligibliity Rsperl, | understand thal this Report Is a govem-

ment record as dafined in Chaptar 37 of the Texas Penal Code. The information | am providing on this Report Is true and correct to the
best of my knowledge and belief”

EﬁﬂU!'Appnm R R e e R R O T W o e Py i I
i L

ﬂ':r“o Don MclLean Assac. Dir., Tax
Print Nama {Aumodzed pany, hie

::':::.» f/w ¢ LS

Signature (Aumad:ud Company Represantative}

printy 203 - 837 - 2219
Prinl Nama of Prepamer (Farson Who Completad the Form) Phione

% oo el o e L ena B W Texas AN ag org BRI programs/chanter 13} BT

Fage 4= 50772 A« 05 1472




6102015 Franchise Tax Account Status

Franchise Tax Account Status

As of: 06/10/2015 04:21:33 PM

This Page is Not Sufficient for Filings with the Secretary of State

| PRAXAIR, INC.
Texas Taxpayer Number 10612490507

Mailing Address 39 OLD RIDGEBURY RD
DANBURY, CT 06810-5103

Right to Transact Business ACTIVE
in Texas

State of Formation DE

Effective SOS Registration 12/08/1988
Date

Texas SOS File Number 0007853006
Registered Agent Name PRENTICE HALL CORPORATION SYSTEM

Registered Office Street 211 E. 7TH STREET SUITE 620
Address AUSTIN, TX 78701

hitps:#mycpa.cpa state tx.us/coalservietcpa app.coa.CoaGelTp?Pg=tpid&Search_Nm=praxair%20&Button=search&Search_ID=10612490507



Port Arthur ISD-Praxair, Inc.-Attachment to Form 50-772-2004-june 15, 2010

In 2003, the year that Praxair, Inc. applied to the Port Arthur 1SD, Tex. Tax Code 313.051(b}
stated a qualifying job paid 110% of the county average manufacturing wage. The average
county manufacturing wages were not available in 2003, when Praxair, Inc. applied. The data
available to the Company and the District was the 2000 average manufacturing wage. The
average manufacturing wage for Jefferson County was $ 52,255. See attached, Economic
Analysis of the impact of the Praxair, Inc. Hydrogen Production Plant on Jefferson County and
Port Arthur ISD, prepared by Texas Economic Perspectives. The required wage is $57,480.50
(552,255 * 1.1).



Economic Analysis of the Impact of the Praxair, Inc.
Hydrogen Production Plant on Jefferson County and
Port Arthur ISD

ATTACHMENT C



Foonomic A Fiscal bnpacts of Praxair’s Jefferson County Expansion

Introduction

In 2001, the 77th Regular Session of the Texas Legislature addressed the disproportionate
burden placed on capital-intensive industries. Of concern was the competitive disadvantage
that Texas communities faced when competing for economic development projects.
Specifically, more aggressive incentive programs and investment tax credits offered by other
states made investment in Texas too costly. The Texas Strategic Economic Development Plan
1998-2008' (Texas ED Plan) found that the lack of research and development (R&D) and
investment tax cradits and relatively high property tax rates “place Texas at a significant
disadvantage when competing with other states for high capital-intensive projects.” The Texas
Economic Development Act (House Bill 1200) amended the Texas Tax Code to allow
businesses to apply for a reduction in local school district property taxes; making the state more
attractive for large-scale projects. As part of the Texas Economic Development Act, school
districts considering a business's application for a reduction of taxes should engage a third
party to perform an economic impact analysis.

Texas Perspectives, Inc. (TXP) was retained as part of a feam with Moak, Casey & Associates
In October 2003 to assist the Port Arthur Independent School District {Port Arthur 1.8.D.) with ils
evaluation of Praxair, Inc.’s (Praxair) expansion. For this report, TXP has focused on the
economic impact of Praxair's proposed Hydrogen Plant. TXP has spent the past two months
collecting data on the Jefferson County area, researching the petroleum and refining industries,
and building econometric models to simulate the regional economy. The result is a detalled
report that will assist Port Arthur 1.S.D. leaders in determining the short and long-term economic
benefits generated by Praxair.

This report has been divided into five sections:

Section 1 — Oll, Gas, & Chemicals Induslries & the Texas Economy

Section 2 — Jefferson County Economic Climate

Section 3 — Praxair’s Investment in the Port Arthur |.S.D.

Section 4 — Praxair's Economic Impact on the Port Arthur 1.S.D. and Jefferson County
Secllon 5 — Conclusions

The first two sections of the report focus on the historic role of the oil and chemical industries
on the State of Texas and the Jefferson County region. A thorough economic and fiscal impact
analysis, Sections 3 and 4, details the benefits gained by the Praxair project. The report closes
with a review of the competitive economic development landscape when it comes to recruiting
capital-intensive industries, followed by the report's conclusions,

! Texas Strategic Economic Development Planning Commission. Texas Siratagle Economic Development Plan: 1998-2008.
Austin: State of Texas, 1998.

-



Economic & Fiseal Impacts of Praxair's Jeffarson County Expansion

Oil, Gas, & Chemicals Industries & the Texas Economy

Over the past 100 years, an abundance of oll and natura! gas reserves fueled the growth of the
Texas economy. Broadly defined, the oil, gas, and chemicals industries fall into three Standard
Industry Classification (SIC) sectors: SIC 13 Oll and Gas Extractlon SIC 28 Chemicals and
Aliled Products, and SIC 29 Petroleum and Coal Products®. According to the Federal Reserve
Bank of Dallas’, the agricultural seclor was losing its momentum at the beginning of the 20™
Century, but the Spindletop discovery in January 1901 led to unprecedented economic
prosperity in Texas for decades to come. The exploration of oil fields throughout East Texas
drove the growth of Houston, Beaumont, and Port Arthur. Close proximity to the oil fields
promoled the growth of related industries such as chemical manufacturing and petroleum
refineries along Texas' coastline. Tax revenues and royalties generated from these sectors
subsidized public higher education
and social programs throughout the
slata.

"n‘ié'l‘t"]nlt efoﬂ Gasl"'

The highly cyclical nature of oil — ) uUs
prices, international competition, and
the ofl embargoes of the 1970s

Texas

NAICS 211

resulted in significant layoffs in the Oll and Gas Exiraction 121,143 64,137 52.9%
state's natural resource and related NAICS 325
industries. For example, Chemicals Manufacluring 925051 77.815 8.4%
employment in Texas' petroleum NAICS 324
refining seclor (SIC 29/NAICS 324) Petroleum and Coal 118,801 24,248  20.4%

dropped from approximately 40,000 Products
in 1979 to roughly 25,000 in 2001 -a  [Total
38 percent decrease. Regional
headquarters operations were closed
in Midland and Odessa in favor of __Source: U.S. Department of Labor

consolidation in the Houston area.

Clearly, the Texas oil and gas industry experienced tremendous difficuliy in the 1970s and
1980s.

1,164,995 166,300 14.3%

The petroleum-refining sector, however, is not in imminent danger of becoming extinct.
According to a 2000 Texas Workforce Commission (TWC) report®, “Over the past 20 years,
employment levels in the pstroleum refineries have been on the decline. While this may at first
glance indicate a dying industry, closer inspection suggests that this conclusion is far from
reality, For example, increasing international competition has forced the petroleum refining
industry to reduce overall operating costs. One strategy has been to reduce the level of
employment by increasing the use of contractors for lower-skilled jobs. As a consequence of
this approach, employment in the refining sector has declined while employment in the business
services seclor has increased."

At the same time, implementing state-of-the-art technology is crilical to ihe long-term success
of the oil and gas industry, The TWC report states, “Integrating new technology into the
refining process has reduced the cost of production...refineries use technology to produce

2 The North American tndustry Classification has replaced the SIC classification, howsver, limited dala sets exist for this new
classification.

3 Fedaral Resarve Bank of Dallas. “Houston In 1800 Part 2, Houston and the Texas Ol Industey,” Housiton Business July 2002: p.
1. .

4 Crawley, Robert , and Sanchez, Rachel Tello. "Petroleum Refining In Texas.” Texas Labor Markst Review January 2000.

2




Ecannmic £ Flscal Impacts of Praxalt’s Jefferson County Expansion

more efficiently and increase capacity output without adding refinery space or
employees...Refinery work is becoring a more highly skilled job...."

Similar trends exist for Texas' other leading fossil fuel-related sector, the petrochemicals
industry (SIC 28/NAICS 325). Employment in the state's petrochemicals sector has steadily
declined from 85,000 workers in 1897 to roughly 81,000 in July 2002. Even with this decline, the
"downstream" petrochemical and refining industries still dominate the manufacturing base of
many Gulf Coast cities. Historically, when falling oil prices reduce the profitability of oil and gas
exploration ("upstream"” operations), downstream businesses are able to produce goods more
cheaply because raw material prices have declined. Despile the loss of employment over the
past few years, a number of new petrochemical facilities were built between 1990 and 1998.
The recent giobal recession, however, has dramatically slowed industry expansion.

Similar to the ail sector, the future of chemicals manufacturing is direclly linked to the
1mplementation of new technologies. In a November 2001 study, the Federal Reserve Bank of
Dallas® highlights the impartance of utilizing new technologies: “Poor profits will make routine
maintenance decisions difficult for older and inefficient plants. In the Houston-Galveston and
Beaumont-Port Arthur areas, plant closures are likely to be accelerated by the recent adoption
of a state implementation plan io comply with air quality standards,...With some companies
facing bills well in excess of $100 million to bring their southeast Texas plants inte compliance,
hard decisions are likely to be made and plants closed.”

Technology utilization will continue o play an important role in the development and profitability
of Texas natural resource industries. As petroleum and chemical refineries invest in newer
technologies, the demand for highly trained workers will only increase, Even though
automation has reduced tolal employment, wages paid have increased 62 percent between
1979 and 1998. As a result, the oll, gas, and chemicali sectors pay nearly double the national
and state averages.

i 1 TR Ol Gas: . Reﬂning Industry‘Salaries" 2002 i

NAICS 325
Texas u.s. NAICS 211 Chemicals NAICS 324
Average Wage Average Wage  Oil and Gas Exiraction Manufacturing Petrolaum & Coal
$36,235 $36,219 $110,528 " $67,919 $78,054

Source: U.S. Dapariment of Labor

Given the reduction in overall employment and the focus of economic development leaders on
fostering technology-based businesses, does Texas have a future in the oil, chemicals, and
refining industries? Does Praxair's industry sector and proposed investment match the long-
term economic growth plan of Texas as set forth in the Texas ED Plan? The answer to these
questions is clearly, “Yes."

The overarching theme of the Texas ED Plan centers on attracting and developing industries
using emerging technologies — “In the broadest sense, Texas must build a knowledge-based
economy.” These businesses will require highly skilled workers, pay above-average wages,
and invest millions of dollars in physical facilities and R&D activilies, Clearly, Praxair's
proposed Investment in state-of-the-art technologies coupled with the need for highly skilled

% Eramo, Mark, Gllmer, Robert W., and Telekl, Arved, “Pelrochemical Oullook SUit Bleak for 2002." Houslon Businass November
2001: p. 3.
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Economis & Fiseal inpacts of Praxair's tefferson Gounty Sxpansion

workers meets these criteria. Praxair anticipates paying an average annual salary of nearly
$84,000 over the next 14 years, well above the state average of $35,681. Praxair's investment
of $80 million in the Port Arthur 1.S.D, will maks it one of the largest facility expansions in the
area.

In addition, the Texas ED Plan identifies opportunilies for a number of existing Texas industries.
For the oil and gas sector, the Texas ED Plan argues hat future opportunities will be found by
recruiting businesses that use technology to *...reduce costs at all levels of the exploration,
production, and refining....” Praxair's proposed facliity is designed to maximize profits by
utilizing the most efficient manufacturing equipment and processes. Without continually
recruiting new operations, the entire Jefferson County regional economy will be at risk.

The state’s ofl, gas, and refining industries are constantly in a state of change. This pattern is
similar to the cyclical nature of other Texas industries, such as Austin’s semlconductor
manufacturers and Dallas’ telecommunications businesses. For example, global compelition,
new manufacturing techniques, and the growing commodity status of microprocessors have
cost Austin's electronics industry thousands of jobs over the past few years. In spite of this
downsizing, communities across the nation are offering millions of dollars in public subsidies to
recruit the new 300mm wafer manufacturing facilities. The Texas ED Plan places special
emphasls on “...enhancing business development through fargeted {ax incentives..." to attract
these knowledge-based companies. House Bill 1200 was also designed to ensure that
qualifying companies such as Praxair continue their investment in Texas.

While the Jefferson County area is not strong In semiconductors or software development, the
area has historically altracted significant levels of technology Investment. The oil, gas, and
refining industries invest as much in R&D and technological innovation as any computer,
telecommunications, or software company. However, the Jefferson area has not kept pace with
olher metropolitan areas in terms of attracting venture capital funding for technology start-ups.
Therefore, it becomes more important that Gulf Coast communities continue to exploit their
dominance in Industries that require large-scale tachnology investments and highly trained
workers. The Texas ED Plan recognizes the need for communities fo train workers and then to
attract industries that require their unique skills - “The demand for technically skilled workers
will increase. Within ten years, almost all Texas jobs will require technical skills,” Praxair's
investment strategy for Jefferson County and the Port Arthur I.S.D. fits this profile.

Technological innovations and internal competition wili continue to reduce total employment in
traditional manufacturing businesses. Whatever the industry, petroleum refining, chemicals, or
microprocessor manufacturing, it is vitally important that communities continue to recruit these
businesses. The TWC?® offers valuable insight into the petroleum industry: “Over the past 20
years, the Peiroleum Refining industry in Texas has been in a state of change rather than an
industry destined for extinction.”




Voonomic & Fiscat impacis of Praxaty’s Jefferson County Expansion

The Jefferson Cdunty Economic Climate

With a population of just over 730,000 persons, the Southeast Texas region® accounts for 3.6
percent of Texas' population. Jefferson Counly is the anchor community of the Southeast
Texas reglon, accounting for 35 percent of total population. Defined by its proximity to the Guif
of Mexico, large oil, gas, and refining operations, and limited population growth, Southeast
Texas is struggling with economic changes not experienced In much of Texas. The region as a
whole lags state averages in income levels, employment growth, and wage rates, These
differences are being exacerbaled by the slow growth of the state's economy. Southéast Texas
faces a number of challenges, including the need to upgrade the skills level of its workforce,
and to diversify ils economy beyond its traditionally dependency on lower-wage industries.

Over the past 30 years, Southeast Texas' role in the Texas economy has been on the decline.
The region only accounts for 2.8 percent of the state’s lolal employment base, compared to 4.2
percent in 1970. The Texas Comptroller of Public Accounts (Comptroller) forecasts’ Southeast
Texas' employment base will grow 1.5 percent per annum over the next five years. Total
employment for the region will approach 386,000 workers.

In spite of the fact that the pace of expansion is slower than other parts of the state, Southeast
Texas' gross regional product now surpasses $16 billion, a 3.6 percent annual growth rale
since 1970, Slower population growth coupled with productivity gains has dramatically
increased Southeast Texas' per capita income levels. The Southeast region is projected to
have positive growth over the next five years, but still below the state as a whole. The
Comptroller anticipates that gross reglon product will grow to $17.9 billion by 2005.

Jefferson County’s Economic Base

Jefferson County’s employment base declined 1.6 percent in 2001, losing 4,730 jobs.
Unfortunately, this downward employment trend has been occurring since 1998. Over the past
three years, Jefferson County's employment base has lost 3,800 jobs. This trend is concerning
since the state as a whole gained approximately 350,000 new jobs over this same time period,
a growth rate of 3.6 percent. In the short-term, Jefferson County's employment growth will
remain flat or slightly decline as employers remain cautious regarding the national economy.

The Trade, Transportation & Utilittes (T.T.U.) and Manufacturing sectors have traditionally
played a large role in the Jefferson County economy. The T.T.U. and Manufacturing sectors
accounted for more than 31.6 percent of Jefferson County's total employment in the first
quarter of 2002, consistent with the state average of 34.3 percent. Of Jefferson County's
14,500 manufacturing jobs in 2001, nearly 30 percent were in petroleum refining, In 2001,
Jefferson County’s pefroleum refining sector ranked in the top five for employment when
compared lo other Texas counties; accounting for 17.3 percent of total Texas employment in
NAICS 324. Jefferson County’s petroleum refining facilities currently employ approximately
4,300 workers.

The current national recession has also had an impact on Jefferson County. The County's
construction indusiry, for example, lost 1,400 jobs over the past year. Nearly haif of Jefferson’s
industry sectors experienced modest employment declines. Only the Professional & Business

® The Texas Complroliar of Public Accounts defines the Southeast Texas region as a 15-county reglon slrelching
from the Beaumont-Port Arlhur MSA northward to Nacogdaches.
7 Texas Ragional Oullook: Tha Southeast Texas Region. Auslin: Texas Comptroller of Public Accounts, July 2002,
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Services and Education & Health Services sectors had significant employment gains. Jefferson
County's economy has shown signs of continued weakness during the first quarter of 2002,
Total employment in the County has decreased by 137 jobs, well below the employment levels
experienced in previous first quariers.

Vifid q il &{*‘r (\g,bg‘ iatr LRI TR J_:hw, 111;"1»;-3{ Fr :

afiarann: Count? Employ?nent Trends (NAICS) ""2000-2001":
Employment  Employment

g

Description 2000 2001 Change % Change

Natural

Resources

& Mining 546 487 {59) -11%

Construction 13,967 12,545 {1,422) -10%

Manufaciuring 15,666 15,214 {451) -3%
) Trads,

Transportation

& Utilities 23,321 22,892 {429) -2%

Information 2,392 2,450 57 2%

Financial

Activities 4,704 4,593 {(111) -2%

Professional &

Business

Services 10,265 10,634 369 4%

Educalion &

Hesalth Services 16,616 16,938 323 2%

Leisure &

Hospitality 10,112 9,771 (342) -3%

Other Services 3,650 3,674 24 1%

Nonclassiflable 18 27 9 51%

Federal

Government 2.658 2,679 22 1%

Slale

Government 4,778 4,606 (173) -4%

Local

Govarnment 12,061 12,244 183 2%

Tolal

Empioyment 120,752 118,752 {2,000) -2%

Source: Texas Workforce Coﬁamlsslon

The dominance of the oil, gas, and refining industries in Jefferson is further revealed when
performing a cluster analysis on the region. Economic clusters are defined as geographic
concentrations of interrelated industries. The idea is that related businesses, whether supplier
or competitor, tend to locate in close proximity to each to take advantage of natural resources,
skilled labor, and general infrastructure. Communities with location quotients significantly
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above the national average (1.00) are believed to have a comparative advantage in a given
industry. While industry concentrations do not forecast the growth of the industries, these
statistics can provide guidance on which industries should be recruited.as part of an overall
economic development plan.

Jefferson County's Petroleum Industry (SIC 29) registers a location quolient of 356.9, indicating
that the county is a dominant force in this sector. Jefferson County's cluster ratio has been
steadily increasing over the past few years. Whalt is unclear, however, is whether or not
Jefferson County will continue to remain a major player in the petroleum refining industry over
the next few decades. Jefferson County has lost over 250 petroleum refining jobs sinca 1997,
a 4 percent decrease. Competition for new facliities will only increase as communities along
the Gulf Coast offer substantial inducements to attract new projects.

SIC 29 - Petraleum and Coal Products Location Quotient - 2000

Py

Jefferson County Texas Houston MSA Beaumont MSA

Even with the economic slowdown, the
County has not experienced a dramatic Jeffersor] Gounly Unemployment Rates
rise in unemployment. 1n 2002, 1092-2002
unemployment in Jefferson County
reached 7.8 percent, a decrease of .1
percent from the previous year.
Unfortunately, the unemployment rate has
risen from its lows in 1998, Jefferson
County's unemployment rate in September
2003 was 9.0 percent, significantly above
the annua! unemployment rate for 2002.
Two imporiant observations, however, 1992 1093 1994 1995 1996 1997 1598 1999 2000 2001 2002
should be made: 1) Jefferson County's
labor force is rapidly shrinking. From its high of 121,000 labor force participants in 1992, this
pool of workers has gradually decreased. In 2002, the County's labor force fotaled 116,000
people; and 2) Jefferson County's unemployment rate remains significantly above lhe slale
average.




Economic & Fiscal Impacts of Praxali’s Jefisrson County Expansion

Population & Income
Population growth in Jefferson County has Jeffarson County Papulation Trands
been noticeably slow over the past 1990-2000

decade. Since 1990, the County has
added roughly 12,500 residenis, a growth
rate of 5.2 percent. Jefferson's growth is 250,000 e B
well below Texas' significant population YY) J— .
growth rate of 22.6 percent over this same ; .
period. Regional employment B OB N
opportunities and an aging population are (235,000 --g&4--- - B~ -~
the main contributors to this trend. The 230,000 |-k d Bl S &
Comptroller predicts the entire Southeast 1990 1991 1992 1993 1994 1995 1995 1997 1998 1939 2000
Texas region will only grow by 3 percent
over the next five years.

255,000 <eeene-eoonee

20000 o[-0 0 B 8 F

While Jefferson County's population growth during the 1990s has been slow when compared to
the state as a whole, its residents' Income has fallen behind at a faster pace. Jeiferson County’s
per capita personal income is now just 88 percent of the Texas average, falling steadily from 98
percent in 1990, This trend will only continue as Jefferson County’s employment fevels decline
while the population continues to grow.

Wages paid to area workers are also

lagging state levels. During the early Jeffarson County Per Capita Income Trends
1990s, Jefferson County's workers earned 1991-2001

slightly more than the state average. In $30,000

2001, a full-time employee eamed $32,026 SCL

or 25 percent more than a decade ago. $25,000 B Jofierson

Since 19986, however, the County's wage

growth rate has not kept pace with the $20,000

state as a whole. Full-time wages are now
just 91 percent of the Texas average, $15.000
falling steadily from 99 percent in 1997, It '

is important to note that Jefferson County's 1991 1092 1503 1994 1995 1996 1997 1008 1999 2000 2001
oil, gas, and chemical industry workers
earn nearly double the county average. In 2000, workers employed in Jefferson County's
petroleum Industries earned approximately $72,000, well above the average county wage of
$30,479. Even with Jefferson County's modest decline in petroleum industry employment,
industry wages have risen nearly 10 percent over the past 5 years.
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Construction & the Housing Market
Southeast Texas has experienced an
upturn in home construction since the dip
of the late 1980's, and Jefferson County
has clearly benefited from this trend.,
Nearly 5,600 new homes have been buiit
in Jefferson County since 1992 - 19
percent more new homes than In the
1980s. Historically, Jefferson County
accounts for approximately 60 percent of
new home construction in the Beaumont-
Port Arthur MSA., New home values have
been rising steadily throughout the
Southeast reglon. The average new single-
family home built in Jefferson County cost

3,000 -
2,500
2,000 -
1,500 -
1,000
0

Jefferson County Housing Activity
Single Family Bullding Parmits: 1992-2002

= « = sBeaumont MSA

—— Jufferson County
L ‘\ " - e o om oW
. P ’

1952 1693 1084 1995 1996 1697 1998 1989 2000 2001 2002

nearly $120,700 in 2002. New home prices in the County are about 30 percent higher than
prices five years ago. The average new home In Jefferson County, however, sells for nearly

$2,000 less than the state average.

Sales Tax Collections

Total retail sales tax collections in
Jefferson County reached $14.1 million in
2002. Retall sales tax collections,
however, have been volatile over the past
ten years. in 1996, the County collected
$12.4 million or 6 percent less than the
previous year. In 1998, sales tax
collections surpassed $14.7 million, 5
percent above the 2002 level.

B3

2

=312
m
$10

$15 -

Jeffarson Counly Sales Tax Collactions
19922002
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Economic & Fiscal lmpacts of Prxair's Jefferson Qeunty Expansion

Praxair's Investment in the Port Arthur 1.S.D.

For this study, TXP has calculated the economic impact of Praxair's proposed Hydrogen Plant
based on annual invesiment and empioyment levels provided by the company. The economic
assumptions underlying the analysis are summarized in the tables below.

e ey [ T

Vestiiahtin Jetfarson. Countys 20044 2047°

Personnel & Pollution Control  Total Taxable
Year Employment Annual Output Real Property Investment Investment
2004 21 $36.,500,000 $30,000,000 $0 $30,000,000
2005 21 $73,000,000 $80,000,000 $6,000,000 $80,000,000
2006 21 $74,460,000 $77,600,000 $6,000,000 $77,600,000
2007 21 375,949,200 $75,272,000 $6,000,000 $75,272,000
2008 21 $77.468,184 $73,013,840 " $6,000,000 $73,013,840
2008 21 $79,017,548 $70,823,425 $6,000,000 $70,823,425
2010 21 $80,597,899 $68,608,722 $8,000,000 $68,698,722
2011 1 $82,200,857 $66,637,760 $6,000,000 $66,637,760
2012 21 $83,854,054 $64,638,628 $6,000,000 $64,638,628
2013 21 $65,531,135 $62,699,469 $6,000,000 $62,699,469
2014 21 287,241,758 $60,818,485 $6,000,000 $60,818,485
2015 21 588,988,593 $58,993,930 $6,000,000 $58,993,930
2016 21 $90,766,325 $57,224,112 $6,000,000 $57,224,112
2017 21 $92,581,851 $56,507,389 $6,000,000 $55,507,389

/ Table 2: Direct Impéct of Praxalr Investment in ‘Jefferson: County 2004 —c2047: i 1

Avarage Real & Personal Taxable
Year Employment Annual Payroll Salary Per Job  Proporty Per Job  Invastment Per Joh
2004 21 $1,575,000 $75,000 81,428,571 $1.428,571
2005 21 $1,575,000 $75,000 $3,809,524 $3,809,524
2006 21 $1.806,500 $76,500 $3,695,238 $3,695,238
2007 21 $1,638,630 $78,030 $3.584,381 $3,504,381
2008 21 $1,671.403 $79,591 $3,476,850 $3,476,850
2009 21 $1,704,831 $81,182 $3,372,544 $3,372,544
2010 21 $1,738,927 $82,806 $3.271,368 $3,271,368
2011 21 $1,773,708 $84,462 $3,173,227 $3,173,227
2012 21 $1,808,180 $88,151 53,078,030 $3,078,030
2013 21 $1,845.364 $87,874 $2,985,689 $2,985,689
2014 21 $1,682.271 $89,632 $2,896,118 $2,896,118
2015 21 $1,919,918 $91,425 $2,809,235 $2,809,235
2016 21 $1,958,315 $93,253 $2,724,958 $2,724,958
2017 21 $1,997,481 $95,118 $2,643,209 $2,643,209




Foonomiz A Fiseal Impacis of Praxair’s Jeffarzon County Expansion

Praxair’'s Economic Impact on the Port Arthur 1.S.D. and Jefferson
County

The benefits of Praxair to the Port Arthur 1.S.D., Port Arthur, and the Jefferson Counly economy
consist of the day-to-day operation of the Hydrogen Plant, normal operating expenditures,
purchases from local vendors, and spending of people employed by these businesses. In the
final analysis, the economic benefits of this spending materialize in the form of increased Port
Arthur and Jefferson County area employment and income. In addition, there are significant tax
benefits to the Port Arthur .8.D., clties in the region, and the county.

There are also intangibie benefits associated with having a major petrochemical refiner in the
area. These benefits include factors such as increased regional, national, and international
exposure for the area, as well as a certain prestige associated with being home to Praxair.
These Intangible benefits can easily result In increased business activity for the local
community, which in.turn results in the creation of even more jobs and income. These benefits
are difficult, if not impossible to measure, and no attempt is made here to estimate them.

Economic impact Methodology

For this study, TXP has calculated the economic impact of business activity of Praxair based on
annual Investment and employment levels. The economic assumptions underlying the analysis
are summarized In Section 4. This analysis measures the anticipated economic impacts of
Praxair's new Hydrogen Plant in Jefferson County using the IMPLAN input-output economic
system.

In an input-output analysis of new economic activity, it is useful to distinguish three types of
expenditure effects: direct, Indirect, and induced. Direct effects are production changes
associated with the immediate effects or final demand changes. The payment made by an out-
of-town visitor to a hotel operator is an example of a direct effect, as would be the taxi fare that
visitor paid to be transported into town from the airport.

Indirect effects are production changes in backward-linked industries caused by the changing
Input needs of directly affected industries — typically, additional purchases to produce additional
output. Satisfying the demand for an overnight stay will require the hotel operator {o purchase
additional cleaning supplies and services, for example, and the-taxi driver will have to replace
the gasoline consumed during the trip from the airport, These downstream purchases affect
the economic status of other local merchants and workers.

Induced effects are the changes In regional household spending patterns caused by changes in
household income generated from the direct and indirect effects. Both the hotel operator and
taxi driver experience increased income from the visitor's stay, for example, as do the cleaning
supplies outlet and the gas station proprietor. Induced effects capture the way in which this
increased Income is in turn spent by them in the local economy.

-11-




zeonomic & Fiscal Impacts of Praxair's Jefferson County Expansion

An economy can be measured in a number of ways. Two of the most common are “Output,”
which describes total economic activity, and is equivalent to a firm's gross sales, and
"Employment,” which refers to permanent jobs that have been created in the local economy. In
order to provide an accurate basis of comparison, all dollar-denommated results are expressed
in constant 2003 figures.

The interdependence between different sectors of the economy is reflected in the concept of a
“multiplier.” An output multipller, for example, divides the total (direct, indirect and induced)
effects of an initlal spending injection by the value of that injection - i.e., the direct effect. The
higher the multiplier, the greater the interdependence among different sectors of the economy.
An output multiplier of 1.4, for example, means that for every $1,000 injected into the economy,
another $400 in output Is produced in all sectors.

Economic Impact Results

Upon successful construction of the facllity, Praxair's full-time employment is projected to
remain constant over the next 14 years. Therefore, the direct and indirect Impact on regional
employment will remain constant as well. TXP believes that each year, Praxair's expansion will
support an additional 74 jobs in the Jefferson region. If employment or output at Praxair's
facility increase significantly, regional employment would increase as well.

~Tableia: ,ConstructlomEmployment Impactiof Praxair:2004 " 127
Year Direct indirect Induced Total
2004 21 34 19 74

The tables on the following pages detall the real (inflation-adjusted) output and value-added
impact of Praxair's expansion plans. To enable reviewers to compare Praxair's impact over a
period of time, 14 years, TXP has used 2004 as the base year,

A2
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Direct
$36,500,000
$72,492 552
$73,431,953
$74,387,071
$75,358,156
$76,345,457
$77,349,231
$78,369,73%
$79,407,248
$80,462,027
$81,534,353
$82,624,506
$83,732,772
$84,859,442

Indirect
$6,413,847
$12,738,524
$12,903,598
$13,071,433
$13,242,073
$13,415,564
$13,591,849
513,771,274
$13,953,587
$14,138,935
$14,327,366
$14,518,930
$14,713,676
$14,911,657

Induced
$1,332,259
$2,664,518
$2,717,808
$2,772,165
$2,827,608
$2,884,160
$2,941,843
$£3,000,680
$3,060,694
$3,121,908
$2,184,346
$3,248,033
$3,312,903
$3,379,253

Total
$44,246,108
$87,877,072
$69,015,835
$90,173,651
$91,350,820
$92,547,648
$93,764,446
$95,001,529
$96,259,219
$97,537,846
$98,837,743

$100,159,250
$101,502,715
$102,868,489

.-.nl1 "f',rl I‘El

Year
2004
2005
2008
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Direct
$1,575,000
$1,564,062
$1,584,320
51,604,927
$1,625,878
$1,647,179
$1,868,836
$1,690,854
$1,713,239
$1,735,996
$1,758,132
$1,782,652
$1,806,563
$1,830,872

!ndiract

$1,109,050
$1,101,340
$1,115,812
$1,130,123
51,144,878
$1,159,875
$1,175,125
$1,190,629
$1,208,392
$1,222 416
$1,238,707
$1,255,270
$1,272,107
51,289,224

Induced
$352,655
$352,655
$350,709
$366,803
$374,241

 $381,726
$389,360
$397,147
$405,090
$413,192
$421,456
$420,885
$438,483
$447 252

Total
$3,036,705
$3,015,596
$3,054,674
$3,004,405
$3,134,801
$3,175,872
$3,217,627
$3,260,079
$3,303,238
$3,347,118
$3,391,723
$3,437,072
$3,483,174
$3,530,042
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Economic & Fiscal Impacts of Praxair's Jeffarson County Expansicn

Reglonal Tax Revenue Impact

Beyond the direct, indirect, and Induced economic impacts detailed above, Praxair's expansion
will generale a tremendous amount of tax revenue for local taxing jurisdictions. All levels of
government — school districts, city, county, and special taxing authorities — would be positively

impacted by the atiraction of Praxair, In fact, the biggest winner would be the Port Arthur 1.S.D.

even with the abatement, given the caveat that increased property value is offset with reduced
state aid under the current school finance system., In this seclion, TXP has quantified the
amount of direct and indirect tax revenue atiributable to the Praxair development project.

For this study, TXP paid special attention to collecting accurate information to ensure a
thorough and statistically valid analysis of Praxair's impact on the local aconomy. Tax rates for
2002 were obtained from the Jefferson County Tax Office. Note, tax abatements with local
jurisdictions are not conslidered.

A number of important considerations should be taken into account when reviewing the
economic impacts of Praxair's expansion. One issue, for example, is that part of Praxair's
economic impact transcends local taxing jurisdictions. Port Arthur and Jefferson County are
part of the much larger Beaumont-Port Arthur MSA economy that extends beyond their
immediate borders. Itis not unreasonable to expect workers at Praxair to commute from
surrounding counties, shop in neighboring cities, and spend dollars outside of Port Arthur and
Jefferson County. It is difficult, If not impossible, to accurately determine the amount of tax
revenue that individual communities will receive from increased retail sales activity. In addition,
employees at the Praxair facillty will commute from cities throughout Jefferson County.
Therefore, TXP has focused its efforts on determining the amount of ad valorem tax revenue
the Port Arthur 1.S.D., Port Arthur, and Jefferson County will receive. TXP has also
conservatively projected the total amount of increased sales tax revenue that Port Arthur and
Jefferson County will receive. In addition, TXP has forecast the total amount of ad valorem tax
revenue that will be generated for Port Arthur and Jefferson County as a result of increased
regional employment.

To put this project's economic Impact into perspecive, the following table compares Praxair's
salary and investment projections per job with Jefferson County. Clearly, Praxair’s wages and
investment levels are far greater than the Jefferson County averages.

i b SRRl M e T e e el e
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e S e <Table'6:Praxair's’Expansion vs''Jefferson.C
Direct Jefferson County Texas Praxalr Expansion % Difference vs.
(2000) (2000) {Average) Jefferson
Average Salary Per
Manufacturing Job $52,255 $45,070 $84,002 +61%
Investment Per Job $111,087 - $3,067,781 +2662%
* Investment per job for Jeflarson Counly = Total Jelferson Counly Taxable Value / Tolal Employment
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