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C OMB S PO.Box |13528 * AusTiIN, TX 78711-3528

June 20, 2013

Steve Long

Superintendent

Reagan County Independent School District
1111 12" St

Big Lake, Texas 76932

Dear Superintendent Long:

On April 9, 2013, the Comptroiler received the completed application (Application # 276) for a limitation
on appraised value under the provisions of Tax Code Chapter 313'. This application was originally
submitted in July 2012 to the Reagan County Independent School District (the school district) by DCP
Midstream, LP (the applicant). This letter presents the resuits 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 ($80 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 Reagan 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

LAl statutory references are to the Texas Tax Code, unless otherwise noted.
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to only approve an application if the school district finds that the information in the application is true and
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 Comptrolier’s
recommendation is prepared by generaily 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 April
9, 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 Comptrolier. The recommendation may not be used by the school district to support its
approval of the property value limitation agreement if the application is medified, 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 the
Texas Administrative Code, with particular reference to the following requirements related to the
execution of the agreement:
1) The applicant must provide the Comptrolier 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 Comptroller must confirm that it received and reviewed the draft agreement and
affirm the recommendation made in this letter;
3) 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
4) The school district must provide a copy of the signed limitation agreement to the
Comptrolier 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.




Economic Impact for Chapter 313 Project

Applicant DCP Midstream, LP
Tax Code, 313.024 Eligibility Category Manufacturing
School District Reagan County ISD
2011-12 Enrollment in School District 809
County Reagan County
Total Investment in District $80,000,000
Qualified Investment $80,000,000
Limitation Amount $20,000,000
Number of total jobs committed to by applicant 10
Number of qualifying jobs committed to by applicant 10
Average Weekly Wage of Qualifying Jobs committed to by applicant $702
Minimum Weekly Wage Required Tax Code, 313.051(b) $700
Minimum Annual Wage committed to by applicant for qualified jobs $36,500
Investment per Qualifying Job $8,000,000
Estimated 15 year M&O levy without any limit or credit: $7,818,943
Estimated gross 15 year M&O tax benefit $3,494,351
Estimated 15 year M&O tax benefit (after deductions for estimated

school district revenue protection--but not including any deduction

for supplemental payments or extraordinary educational expenses): $3,338,162
Tax Credits (estimated - part of total tax benefit in the two lines

above - appropriated through Foundation School Program) $662,702
Net M&O Tax (15 years) After Limitation, Credits and Revenue

Protection: $4,480,781
Tax benefit as a percentage of what applicant would have paid

without value limitation agreement (percentage exempted) 42.7%
Percentage of tax benefit due to the limitation 81.0%
Percentage of tax benefit due to the credit 19.0%




This presents the Comptrolier’s economic impact evaluation of DCP Midstream, LP (the project) applying to
Reagan County 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:

(1)  the recommendations of the comptroller;

(2) the name of the school district;

(3) the name of the applicant;

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

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

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

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

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

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

(10) the impact the project wiil 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;

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

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

(13) the effect of the applicant's proposal, if approved, on the number or size of the school district's instructional
facilities, as defined by Section 46.001, Education Code;

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

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

(16) the projected dollar amount of the taxes that would be imposed on the qualified 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;

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

(18) the projected effect on the Foundation School Program of payments to the district for each year of the
agreement;

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

(20) the total amount of taxes projected to be lost or gained by the district over the life of the agreement computed
by subtracting the projected taxes stated in Subdivision (17) from the projected taxes stated in Subdivision
(16).



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

After construction, the project will create 10 new jobs when fully operational. All 10 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 Concho Valley Council of Governments Region, where Reagan
County is located was $33,123 in 2011. There is no annual average manufacturing wage for 2011-2012 for Reagan
County. That same year, the county annual average wage for all industries was $55,666. In addition to a salary of
$36,500, each qualifying position will receive medical, dental and vision plans, 401(k) and retirement plans, life
insurance, short and long term disability insurance, education assistance, scholarship program, holidays and
vacation, wellness program, matching gifts and a short term incentive plan. The project’s total investment is $80
million, resuiting in a relative level of investment per qualifying job of $8 miliion.

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

According to DCP Midstream, LP’s application, “DCP Midstream is the largest producer of natural gas liquids in
North America and has significant pipeline infrastructure throughout Texas. This infrastructure provides DCP
Midstream with the flexibility and opportunity to invest in a variety of regions in Texas and its neighboring states.
Currently, DCP Midstream owns and operates 62 plants in 26 states. Capital investment is granted to projects that
generate the best economic return for DCP Midstream. Currently, several projects in Louisiana, New Mexico and
Colorado are competing with Texas projects for company investment.”

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

During the past two years, zero project in the Concho Valley Council of Governments 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 skiiled workers that the DCP Midstream, LP 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 DCP Midstream, LP’s estimated economic impact to Texas. It depicts the direct, indirect and
induced effects to employment and personal income within the state. The Comptroiler’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 inciudes the construction period and the operating period of the
project.



Table 1: Estimated Statewide Economic Impact of Investment and Employment in DCP Midstream, LP

Employment Personal Income
Indirect +

Year | Direct Induced Total Direct Indirect + Induced Total

2013 41 46 87 | $2,120,825 $2,879,175 | $5,000,000
2014 92 116 | 208 | $4,606,675 $8,393,325 | $13,000,000
2015 10 39 49 | $365,000 $3,635,000 | $4,000,000
2016 10 33 43 |  $365,000 $3,635,000 | $4,000,000
2017 10 29 39 |  $365,000 $2,635,000 | $3,000,000
2018 10 29 39 |  $365,000 $2,635,000 [ $3,000,000
2019 10 27 37 | $365,000 $2,635,000 | $3,000,000
2020 10 27 37| $365,000 $2,635,000 | $3,000,000
2021 10 29 39 | $365,000 $3,635,000 | $4,000,000
2022 10 29 39 [ $365,000 $3,635,000 | $4,000,000
2023 10 31 41 $365,000 $3,635,000 | $4,000,000
2024 10 27 37 | $365,000 $3,635,000 [ $4,000,000
2025 10 31 41 $365,000 $3,635,000 |  $4,000,000
2026 10 31 41 $365,000 $4,635,000 |  $5,000,000
2027 10 31 41 $365,000 $4,635,000 | $5,000,000
2028 10 31 41 $365,000 $4,635,000 | $5,000,000

Source: CPA, REMI, DCP Midstream, LP

The statewide average ad valorem tax base for school districts in Texas was $1.72 billion in 2011-2012. Reagan
County ISD’s ad valorem tax base in 2011-2012 was $1.97 billion. The statewide average weaith per WADA was
estimated at $347,943 for fiscal 2011-2012. During that same year, Reagan County ISD’s estimated weaith per
WADA was $1,401,913. 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 and Reagan County, with al
property tax incentives sought being granted using estimated market value from DCP Midstream, LP’s application.
DCP Midstream, LP has applied for a value limitation under Tax Code Chapter 313 and tax abatement with the
County. Table 3 illustrates the estimated tax impact of the DCP Midstream, LP project on the region if all taxes are
assessed.



Table 2 Estimated Direct Ad Valorem Taxes with all property tax incentives sought
Reagan
Reagan County ISD
County ISD M&O and
Reagan |M&O and 1&S| I[&S Tax
Estimated Estimated County Reagan Tax Levies | Levies (Afer Reagan Estimated
Taxable Value | Taxable Value ISD I&S | County ISD |(Before Credit Credit County Tax | Total Property
Year for 1&S for M&O Levy |M&O Levy| Credited) Credited) Levy Taxes
Tax Rate’[  0.1000 1.1000 0.2491
2014]  $28.022.830 528,022,830 $28,023 $308.251 $336.274 5336274 $69.805 5406079
2015 572.222.830) §72.222.830, §72223 $794.451 $866,674 5866.674 $53972 $920.646
2016 $67.662.830 $20,000,000, 567,663 $220,000 5287663 $287,663 $50.564 $338.227
2017 $60.822.830, $20,000,000 560,823 $220,000 $280,823 $186.151 545453 $231.604
2018 557,022,830 $20,000,000 §57.023 $220,000 $277,023 $182.351 $42.613 $224.964
2019 $52,462.830, $20,000,000 852463 $220,000 $272,463 $177.791 539,205 $216997
2020]  $48,662.830) $20,000,000 $48,663 $220,000 $268,663 5173991 $36.366 $210.357
2021 $45.622.830, $20,000,000 $45,623 $220,000 $265,623 $170951 534,094 $205.045
2022 $43.342.830) $20,000,000 $43343 $220,000 $263,343 5168671 $107.967 $276.638
2023 541,822,830, $20,000,000 $41,823 $220,000 $261,823 $167.151 $104,181 $271332
2024 $38,022.830, $38,022.830 $38,023 5418251 $456,274 $456,274 594,715 $550989
2025 $40,568.830 $40.568,830 540,569 $446,257 $486.826 $486.826 S101.057 $587.883
2026 $39,352450 $39,352.450 $39.352 $432.877 $472.229 $472.229 $98,027 $570.256
2027 $38,172.561 $38,172.561 $38,173 $415,808 $458,071 5458071 $95.088 $553.159
2028 $37.028.069 537,028,069 $37.028]  $407,309 $444.337 $444,337 $92,237 $536.574
Total $5,035,405| $1,065,344 $6,100,749
Assumes School Value Limitation and Tax Abatement with the County.
Source: CPA, DCP Midstream, LP
ITax Rate per $100 Valuation
Table 3 Estimated Direct Ad Valorem Taxes without property tax incentives
Reagan
Reagan County ISD
Estimated Estimated County Reagan M&O and Reagan Estimated
Taxable Value [Taxable Value ISD 1&S | County ISD 1&S Tax County Tax |Total Property
Year for I&S for M&O Levy |M&O Levy Levies Levy Taxes
Tax Rate'|  0.1000 1.1000]. / 0.2491
2014 $28,022.830]  $28.022.830 $28.023 $308.251 \\‘ ‘,"! $336274 $69.805 $406,079
2015 $72.222.830 $72.222.830 $72223 $794451] ! 5866.674 $179.907 51.046.581
2016]  $67.662.830]  $67.662.830 $67.663  S744.201) ; $811,954 $168.548 $980.502
2017 $60.822.830]  $60.822.830 $60.823 $669.051 \ r*’ $720.874 $151,510 $881.384
2018 $57.022.830 $57.022.830 $57.023 $627,251 ‘\\ ’I 5684.274) $142,044 $826,318
2019 $52.462.830 $52.462.830 $52463 $577.0H1 L 629,554 $130.685 $760239
2020 $48,662.830 $48,662.830 $48.663 $535.291] \ $583.954] 5121219 $705.173
2021 $45622.830]  $45.622.830 $45623]  $501.851 A $547.474| $113,646 $661.120
2022)  $43.342.830 $43.342.830 $43.343 $476,771 / “'\ $520,114 5107967 $628,081
2023 $41,822.830 $41.822.830 $41,823 $460,051 j! i §501.874 $104,181 $606,055
2024 $38.022.830 $38.022.830 §38.023 5418251 ,-‘i "\ $456.274 594715 $550989
2025 540,568,830 $40.568.830/ $40.569 8446257 / . $486,826 $101.057 $587.883
2026 $39.352.450 $39,352450, 539,352 $432.877 ,f :‘»‘ $472.229 $08.027 $570.256
2027 $38.172.561 $38,172.561 $38,173 $419.898 / \ 5458071 $95.088 $553.159
2028] 537028069  $37.028.069 $37.028]  s407309} \ $444337 $92.237 $536.574
Total $8,529,756| $1,770,635] $10,300,392

Source: CPA, DCP Midsiream, LP
Tax Rate per $100 Valuation




Attachment 1 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 II” in this attachment shows the estimated M&O tax levy without the value limitation agreement
would be $6,991,737. The estimated gross M&O tax benefit, or levy loss, is $3,494,351.

Attachment 3 is an economic overview of Reagan 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.



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



PRPOI T EM

38

Areacy o
{aHv
orne G202-0202 POUI UN-RUIS 3504
e HZ0Z-1202 POUI BA-NIRG 130
70z 22029202
szt 870C-520L oUESIY AIELA UERATH B BOUTRIOD n_...nr-au.m-l!n.u
vZ20Z SZ0Z-9202
[=}3 [ i dr g
[ CZ0T-Z20T
[$.] Z202- 1202 ¢
ozoz 120T-0T02 PO 6o B2 YOG yKM)
1% 02026102 skl
10z BLOZTI0Z
102 pLoZ-1102
(104 L1Z29108
- sz ETI0E
00 000 000 25 00'000 GO0 26 05000 000 25 rioz 0T ri0Z oun Guakigen jo Lrws 31 seduios
[06°000 00052 00 GO0 000 5L 00000 0006 [T
peyFenb Bwsasq 6} S50 Fuo sugteny
Loz ri0Z-CLOZ paend) posed oux Buipend jo 1804
w1 Opacu00 18 J0 | vl 0j0q Ut uopeadde (meusjen
reAnndde freog vy sge opturtusugssau)]  ou Suunsee)
payad sun
{Auedasd pogren ewcsoq & arelse) uoroRdde| o rra
0z 0z-Cior Sitigeiigﬁcssiﬁu.:ﬂ“
{loeuntaaw pogyenb Swadog
7RG 00 Aymtard REETND CWHCU] IR0 Y
uopeptde ayxduagd Dug) axopd opew [UBUATEAY
[T Yy T ) 7] Xk wp BEnD AR, TOAAAARAT [ mwA
WRASIADL [T10), ity Bustpeerd oy Buasp) Ilu-un!.rg.a_!.!:g:nat_i! (o amsd | ey yaoyag
Fowmes ) RATERAY PORYEN L ) EunlipenD 1100 B3 L MU ) PNCWIT Gif| { TT) N0 1) (7
10U £} (g UL A0 o pus ¥ Jo umyg TeveuLed 0 BuDpng Ausdan) raotsey mopER)
) wanol 13 W) aryed atafung,
Y e
5000 sagTniuna d 10U 00 "R 10 U] RLUA SaALY PAITLAIED]
SINNOWY INTNLEIAN ALBSOUD
5208 G 151HISid 100HIS INGONGdaAN IVOval  SweNaS

dTNYRILSOW 520 Sy el

wounssau; {010 Aep ‘AvH) v OinpoyaS



3lva FALLYINISTAdTH ANVdANOD a32] v 40 JUNLYNDIS

ST X El

'pabumiys 10U aARy sREWRSO RUIBO 4 "seak 2NNy pue JUALIND 10} SARWASD s1epdn pue sieak 1sed o) mep 19SE jesierdde emoe Y saewnsa‘éuBuo aoe)das
uppesjdde jeuiBuo 3ty ueyy Jatgo esudand Sue 20§ AAPaYIS SR Busn uaYM Pasd xe} Jaj vopedjidde Aue pue uogeopdde FeulBLO BY) M PANILGNS 3q SN JNPIYDS SIYL
-uonexe) Apadasd jo sasodind auy 10} anjea siqexe) aming Jo jewnse yjey poob si siead aming uj anjea JexeR SaloN

[G00BC0ZES | 600 0C0LES | vPa b6 s S |vescsese S| - S|OE@ZC S| gpoz |ezoe-sz02 | st pousd d-aNes -150d
0521 9ES | 195 ZLV'BES | 1BOZ00C S |9 ZShOF S| - S| 0e8dc S| zz0z | 8z0z-Lz02T ¥l pouad dn-amas -10d
0GP eGE6E G | 0SP2SEGES | 086690C ©|009GGEEY S s|0c8ee 3| ozoz | zzoz-ozoz | €L sovesag

0C0'995°0v 5 | 0E9 995°0F S | OOOYEL'Z S| 0000892 S| - S|08ee S| gzoz | sezozszoz | 2zt SIRIA UIEIIEW ﬂ_:.m“mhmmﬂuew
OER'ZZ08E S | 050220 BES { 000000C S |0000000F S| -  $|068¢ S| pzoz | szoetzoz | b 01 snupuod

00000002 S | Ot 2es b | 00000cC & |000000PF S| - S|0682C S| gzoz | veoe-ceoz | o1

000'000°0Z § | OEG'2YE'EP S | 000'082'C  $ | O0O'0DO'SY  $ - s|oe8'Ze S| zzoz | szoz-zzoz 6

000°'000°02 S | 08 CCOSyS | 00000FC 6 |0000008F S| - $|088°C2 S| 120z [ zzoz-1202 e (upes
D00000°025 | 069 2OD8P § | 00000SE & | 00000Z S | -  S|0e822 S| gzoz | vzoz-ozoe n S % h-wo..mmn_m
00000002 S | 0E6 ZOP 26§ | 00009LZ & | 00000258 S| -  S|06822 S| g0z | 02026102 9 uoneywIr NeA | ypaus xe)
000'D00'0Z$ | 0£8'220'ZSS | 0D00DDE  § | 00000009 S| - S| 08822 S| groz | 6102-8L02 S

000'000'0Z$ | 0E0' 229098 | 00000 E  § | 000000v8 S| -  S|0688C S| si0z | 910z-4102 ¥

000'000°0Z $ | 0£8°289'29% | 000’005’  $ | 000'002'LL S| - s|oe8'ze S| g10z | 2102-9102 £

0E0'2cc 2L S | 0E8 ceceLs [ 000008¢ §$|000C00SL $| - $|009¢C S| g0 |opozsioz| 2 popad swp
"Gc9'Z200C8 | 06T Z20HES | - S[000000% S| - S|OFE S| oz loozmoz | v | e

OE8cc  S|ocgee S| - s| - $ - 506622 S| g0z | pL0z-£L0Z | L seak -axd

SOOTNPal 8 o T ] AUBWUSAQIOW] MoU RUGURAGIOW | PUE] [0 BRERA AN TRAAFAAAT WA
=00 enfea | (¥ YR -G ) o uo 10wy, 1o Bupgnq mousspa | 1opey poewpe | {0k vy Jeo), joaiyag

| — e e e oy

18y o0 paisunsy | oL paugs3
anfep ajqexeL pejews3 E”unw...-__ﬁ.n.nz Auadoig popyent)
862-05 U0 1OIM1SId TOOHOS INSGNIJ3ONI NvOvaY SweN 081

dl WVIHLSAIN D@ sten wesididy
anjeA ajgqexe] puy Ja)sely pajewnsy {040z el "Asy) g ainpayag

39



SALLV.INGS3UIIY a5 m!m. ___ ¥ 40 SUNLYNDIS

ALva

CFE-5

*poBuBtp 10U BABY SEIEWSD [BUIBHIO )| *SIB0X Q4NN PUR JUBLIND Joj SBIEWNSE ajepdn pue steak 1sed Joj Elep pyisp jesieidde jerpw M Sajeued _-So_a B-_nn.
‘wopEopdde [EBuo ay) UM Jao ssodmd Aue Jo) jRpaLPs A Busn uayYM Npan xe) o) vosleandde Aue pue uofesdde [BUIGH0 AN YiYA PIMWGNS QST HABHES STUL

(e12oescy opog xa ) pua (pL)ISOL'6Y DVL 265 suagriyap qofJod SEoN

0000STE S _2 920z 6202-8202 5l potiag dn-aMRs -1s0d
0000STC & [OF L1202 8204202 vl pouad dn-Smas -isod
000055 & (06 9202 1202-9202 £l Ja—
00'00S'BC S [OF 5202 9ZOT-STOL [ SqeIA Ut %..uz.%mum._u..u
T O] BNUAUDD
D005 8% S [OF bZOT SZOZ-+Z0Z 1]
007005 b (174 $202-€202 0t
00006 9t § [OF zzoZ £z02-ZT0T 8
0000SSE 5 |0 (V4 01202 L] (tpao
00'00S9E § [OF 0z0z 1202-020% L poway uo dea %05 yuw)
G000 oE § [OF s102 020Z-610Z 9 vogei) anjes | AOAC HPDXEL
[T wn.l_n O3 810z 6L0Z-g102 S

005°8C § [OF 2102 L0z-2 107 v
000055€ § OF oz 21029102 £
Gooos'se s ot $10Z SL0THLIT z poyad

aum Buljgend
01 NEZS S| 299 69F ” jo sed
yi0z SLOZ-7I0Z 1 @ Aopwos
"00'0059E § [0 00°C0SOE $ [O MEZS Sy £ET've Tz PLOT-ELOZ L Jeak -axd
£q0] {oaejnuno) sqofmeu | (eameuna) [ sinpom (Agoads) smoy AAAA LAAAAAAAA] TN
Buygenbjo | (ElLZO'ELE D95 e s ajes e vopnasum | -UBwJIOSILs Geal Jney, [COYOg
abem jenuue | jo epaio e Gupsow | afiem jenuue | 0) SHURLICD 0 solee uoINASUCY) A2} [EMIE U) M)
ofnseay MBS 0] SIWweD eBmsay  {weadde sge]] oBem jonuun Jo JequINN JUoA M)
14 uuinjon juesndde sgof :q uwnjod My afeioay ¥ uuinpe)
Bukprenb Jo saquiny Jo saquunN g uwno)
g uwno) g uumed
5RO BUeND S0[ MON uofPAGEUGY
562+05 uLog
12141510 TO0HIS INJONSG30NI NYOV3Y outey agl
JTNVIHLSAIN 400 awey juedjddy

uopeuuoju JUswAojdsg uopedddy -0 aInpeyos

40



uva uEE.zummEmm »zq._soo "_omu.._.izu_m
& /=S qr _
auua sui o uoneiado y
C00'00E'S § - ¢ |000°c0L $| gz02 8202-120C 51
000'00e's $| - $|o00'00y $| zzoz 1202-9202 Pl pouad n:.-aum._sn_
000°00e'G $| -~ £ 00000, %i gzoz 820z-520¢ £l
St : soussuid | pousgdn
000'00€'S §| - $|000'00L $| szoz | Seoz-ve02 2t |oenusen | il
00000ES §| - $]00000L $| vzoz | vzoz-c20Z | 2R
ocoo'0oe’s ¢ - $ | oco'00L S| gzoz £202-2¢0¢ o
000'00E'S $ - $| 00000 | zzoz 2202-1202 6
QL 000'00E’S $ - £100000L $] 1z02 1202-0202 ] ....ﬁo.u
0L 000'00ES § | - $]000000L S| ozoz | o0zoz-sL0Z 2 POUad | awe) porey
0L 000'00E’'Ss | - ¢ 1000'00L $| &LOZ 6L02-8102 g |uerEELNINeA| wparyxel
oL 0D0'00E'S 3 - $ {000’00k $| gLOZ 8L02-2102 g
0z 000'00E's & - $| 00000, S| 2102 2102-9102 t
{0 000'00e's $| - $|00000L | groz 9102-c10Z g
awp Gugygend
Y g - * s5wak
000°'00's ¢ $ | 000'00L S »102 $L02-€102 ' _ﬁ_wu.ﬂ..oo
(senogep
ou Bujtunsee))
poyad awg
000°00E's $ | 000'050°00L $ |000'0S $ | €402 | €L0Z-2HOZ i
ejoilwod 1y
ayy Bujpasnsd
Jook oyl
sweaifly
wawsasty L_gg u:_r xi S3ALS
awaaly oy o \uesgdde XE) 55{ES
oo mekipmen] HRIOEA | j0BRAER |0 0y giomnque DRSS LON | opare of mofans | Anaa
wree 1 powesd | paeif o |PEA I PERRE ) Py 10} woyy L U169 Sampugda | seop CAAAAAAAY
0 pasonbe | paysanba | O PSENba | o poRba | 5, o oeiouny .ﬂé.n....m...&a ° jenweie | swpusies | Jess ooyos SRHA
uopdwoxe uondwaxa omc.“n:.ﬁl“ um:!a_.nc__ﬁﬂﬂ J0 Jeups3y . aﬁ:%“ h.e newns3 ey
sbnuaued viRg gﬂ“ﬂn Gitd g $H uwnpn 10 uwmon oo DUINDD
10410 Rdsoy a1 Kunag Xa) 85Ul Sanjpuedxs ojqeNe, 30|85
WBnog sUdWLEqY X84, Ausdazd 1040 Ul OR|ysuBly uOjBULOJU| XE] TES
56205 Wio3 JOOHIS LNIANIJIANI NvOvaY owsN asl d7 Wv3H1San ¢0a . g

uoneunojuy xel sSpo :{oLoz AR AdM) :d snpayas

41



Attachment 2



1701 North Congress Ave. * Austin, Texas 78701-1494 « 512463-9734 + 512 463-9838 FAX * www.tea.state.tx.us

June 18, 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:

As required by the Tax Code, §313.025 (b-1), the Texas Education Agency (TEA) has
evaluated the impact of the proposed DCP Midstream LP project on the number and
size of school facilities in Reagan County Independent School District {RCISD). Based
on the analysis prepared by Randy McDowell and Neal Brown for the school district and
conversations with the RCISD Superintendent Steve Long, the TEA has found that the
DCP Midstream LP project would not have a significant impact on the number or size of
school facilities in RCISD.

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 regarding this issue.

Sincerely,

Al McKenzie, Manager
Foundation School Program 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

June 18, 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 DCP Midstream LP project for the Reagan County Independent
School District (RCISD). Projections prepared by the TEA State Funding Division
confirm the analysis that was prepared by Randy McDowell and Neal Brown and
provided to us by your division. We believe the firm's assumptions regarding the
potential revenue gain are valid, and its estimates of the impact of the DCP Midstream
LP project on RCISD 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 regarding this issue.

Sincerely,

Al McKenzie, Manager
Foundation School Program Support

AM/rk



Reagan County ISD Financial iImpact of Chapter 313 Agreement

Summary of the District’s Financial Impact
of Chapter 313 Agreement
with DCP Midstream, LP

Prepared by
Randy McDowell, RTSBA
&
Neal Brown

School Finance Consultants

]
Study of DCP Midstream, LP



Reagan County ISD Financial Impact of Chapter 313 Agreement

Summary of Reagan County ISD Financial Impact
of the
Limited Appraised Value Application
from

DCP Midstream, LP

Introduction

DCP Midstream, LP applied for a property value limitation from Reagan County Independent School
District under Chapter 313 of the Tax Code. The application was submitted on March 18, 2013 and
subsequently approved for consideration by the Reagan County ISD Board of Trustees. DCP Midstream,
LP (“DCP Midstream”}, is requesting the property value limitation as a “renewable energy electric

generation” project as listed in Sec. 313.024.(b) of the Tax Code.

“The Economic Development Act “, Tax Code Chapter 313, was created by House 8ill 1200 of the 77
Texas Legislature in 2001, Further amendments were made to Chapter 313 as a result of House Bill

1470 from the 80™ Texas Legislative Session in 2007.

The Economic Development Act was created to attract qualifying businesses to Texas by allowing school
districts the option of approving a property value limitation to these qualifying entities. The purpose of
the property value limitation is to reduce the maintenance and operations taxes paid by the company,

to a school district during the applicable years as displayed below.

Study of DCP Midstream, LP 2



Reagan County ISD Financial Impact of Chapter 313 Agreement

Appraised Value Limitation and Credit under Tax Code
Chapter 313 for Schoo! District Maintenance & Operations {M&D) Tax

Withia 90 days of recelgt of completed application,
[omptiplier determines eligibility, maducti foanemly
Impact 4 mak aak
T 3chool beard.
Al Aprivrd by
Schvosd Baand, Exetodmn of Owrtier mary apply For tas credic snly sfuet
Aigrermtnl, Baegimar taxes cumeiponding to it year of
of Quabyreg urst Presad. Qualifying Tiene Prriod are paid for.
- Weample ol A 11
. Qualifyimg Tane Peried:
ol Tees eomglete Tax Credit Perked. Armsal sasbonm credt sppled b 1/7th o eredi, Tas Credh Setiia.lip Petiot: 1) yuirs s éeded.
Laomsary Vet e a1 yeaes phut or 50% of total MEQ sndlLES bevy, 4 ey particulas prac. Dwner must aba madntain viable presence.
of acpbatxn “steh® yeat
| il 1 1 y L 3 1 1 fl ] 1 L L 1
L e e R R L L L L T D s Y T R T R T R B
I._ P ——=—— |
A F Y
{omplee iz prarsofthe  Value Limitation Peviod.
Quaiitylog Time Peried.

ol Punecd K50-Diy Application
Forrmew Periact {Reriew abie}

et 5ol Uik thark on thes (mnelne mpeetenty Fanuary b of a s pexr
The terrrs of 3 progect pirys full MEA Lia by dtany Mo Qual. frong Fune Pariod, but tarrt b 4redi for the bevp b ini e of the Bt tim bttt durins) thoue pears
The wiable vare 1.8 propett v thet Schoek Do LD vy 1 rrdutied 10 the Sind swn. Sweand deanveg e Valie | Imicition Pt
Yaratkets,
ot Lo Code Seinon 312 TTIN) afiomrs Spvlcant diad 1ol drArk1 10 3G 10 deber barunars) o Quuakifng Tars: Perind
Wk, COrmners sppiving e 1 L enpdn befere Junt 19, 007 hper 1 ene-pe L Crpait Setrie-Up Propd.
Heror: fvamm e dben meqry and et gy projects mar R longet uuibieng Ting Reriods.

The company must file an application with the school district to qualify for consideration of a Limited
Appraised Value Agreement (“LAVA” or “Agreement”} to begin the following tax year or a later year if
agreed upon by the District and the Company. The first two years of the agreement are considered the
qualifying time period and the company’s school district taxes will be levied at one-hundred percent of
the appraised value. The applicant may then file a separate application with the school district to
request tax credits (for taxes paid during the qualifying time period) to be applied during years four
through ten of the LAVA, but not to exceed 50% of their tax levy for those years. Any tax credit balance
remaining after this period can then be applied during years eleven through thirteen of the agreement,
but cannot exceed the actual amount of taxes paid to the school district during the Settle-Up Period.

After year thirteen, any leftover credits will not be applied and will expire.

During years three through ten of the LAVA, the qualifying entity’'s taxable value will be reduced to the
minimum qualified investment for the applicable school district as determined by the State
Comptroller's Office. Reagan County ISD is considered a Rural category 2 District as categorized with
total taxable value of industrial property of at least $90 million but less than $200 million, thus Reagan

County ISD has a minimum qualified investment amount of 520 million. A qualifying entity’s taxable

o ——
Study of DCP Midstream, LP 3



Reagan County ISD Financial Impact of Chapter 313 Agreement

value would be reduced to $20 million during years three through ten of the agreement for the

purposes of computing the tax levy for the maintenance and operations (M&O) tax of Reagan County

ISD. The entire appraised value will be used for computing the interest and sinking {I&S) tax levy.

Taxable Value Impact from LAVA

The “Additional Value from DCP Midstream” represents the values that the company estimated as their

taxable values in the application that was filed with the district. During years three through ten, the

company's taxable value will be limited to the 520,000,000 minimum qualified investment of Reagan

County 15D,

TABLE I- Galculation of Taxable Value:

Additional Value Minimum
From DCP Qualified Abated Taxable
Tax Year Midstream Investment Value Value
Jan. 1, 2014 28102218300 nf 0 28,022,830
Jan. 1, 2015 72,222,830 __na 0 72,222,630
Jan. 1, 2016 67,662,830 (20,000,000) 47,662,830 20,000,000
Jan. 1, 2017 60,822,830 (20,000,000) 40,822,830 20,000,000
Jan. 1, 2018 57,022,830 (20,000,000) 37,022,830 20,000,000
Jan. 1, 2019 52,462,830 (20,000,000) 32,462,830 20,000,000
Jan. 1, 2020 48,662,830 (20,000,000} 28,662,830 20,000,000
Jan. 1, 2021 45,622,830 (20,000,000) 25,622,830 20,000,000
Jan. 1, 2022 43,342,830 (20,000/000 23,342,830 20,000,000
Jan. 1, 2023 41,822,830 (20,000,000) 21,822,830 20,000,000
Jan. 1, 2024 38,022,830 i na 0 38,022,830
Jan. 1, 20256 40,568,830 n/a 0 40,568,830
Jan. 1, 2026 39,352 450 _nfa 0 _39,352.450

R ——
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Reagan County ISD Financial Impact of Chapter 313 Agreement

DCP Midstream’s Tax Benefit from Agreement

The projected amount of the net tax savings for DCP Midstream is $3.338 million over the life of the
Agreement. This net savings is after all tax credits have been applied and after estimated payments
have been made to the district to offset their revenue losses that were a direct result of entering into
this Agreement. Tax credits during years four through ten are limited to the lesser of 1/7 of the total tax
credit or 50% of the total taxes paid for that tax year. Any tax credits not refunded to the company
during those years will be refunded up to 100% of the taxes paid in years eleven through thirteen.

Reagan County 1SD's projected tax rates for maintenance & operations (M&O) and interest & sinking (1&S) are
based on the following assumptions:

*  The District has held a tax ratification election and the study projects that it will maintain an
M&O tax rate of 51.10 for the life of this agreement.

*  The district has outstanding bonds that are scheduled to payoff in 2027 and currently have a
5.14 1&S tax rate. The district could pursue a bond election and issue additional bonded debt
during the life of this agreement.

TABLE Il- Computation of Net Tax Savings:

Payment of
Projected Projected  Taxesw/o Tax Savings District’s
ME&O Tax  1&S Tax Agreement with Revenue Net Tax
Fiscal Year Rate Rate Agreement  Tax Credits Losses Savings
2014-20157 " 4400 T 044 7 308,251 0 na [1} 0
2015-2016 110 014 794451 0 a0 0
2016-2017 1.10 0.14 744,201 524,291 n/a (39,540 484,751
2017-2018 1.10 0.14 669,051 449,031 94,672 (22,247) 521,476
2018-2019 110, 0.14 627,251 407,251 94,672 (20,764) 481,158
2019-2020 1.10 0.14 577,091 357,091 94,672 (17,917) 433,846
2020-2021 1.10 0.14 535,291 315,201 84672 (15.879) 394,084
2021-2022 1.10 0.14 501,851 281,851 94,672 (14,285) 362,238
2022-2023 1.10 0.14 476,771 256,771 94,672 (13,134 338,308
2023-2024 1.10 0.14 460,051 240,051 94,672 {12,425) 322,298
2024-2025 1.10 0.14 418,251 [+] 0 = i] 0
2025-2026 1.10 0.14 446,257 0 0 0 0
2026-2027 1.10 0.14 432877 0 0 0 0
Totals 6,991,737 2,831,649 662,702 (156,190) 3,338,162

Study of DCP Midstream, LP 5



Reagan County ISD Financial Impact of Chapter 313 Agreement

Financial Impact Study

This Financial Impact Study was performed to determine the financial impact of the Limited Appraised
Value Agreement on Reagan County ISD. First, a thirteen year financial forecast was prepared to
establish a baseline without the added values of the renewable energy electric generation company.
Second, a thirteen year financial forecast was prepared that incorporated the additional taxable value of
the company without a LAVA in effect. Third, a thirteen year financial forecast was prepared that
incorporates the additional taxable value of the company with an approved LAVA. These three forecasts
are detailed in the “Calculation of LAVA Impact on District’s Finances” section. The following

assumptions were used to compare the financial impact of the LAVA:

* The current state funding formulas (in effect for 2012-2013 fiscal year) were used for state
aid and recapture calculation purposes
o Level 2 of Tier Il yield - $59.97 per weighted student in average daily attendance
(WADA) per penny of tax effort
*  The district’s tax rate for maintenance & operations (M&0) will remain at the same rate as
for tax year 2012.
* Atax collection rate of 100% on current year tax levy with no projected delinquent taxes
* Anannual taxable value increase of 1.0% was used to project the district’s taxable value,
except as it related to the requested LAVA. The district’s 2012 taxable value was used as a
baseline for all projections
* The district’s enrollment is projected to decrease slightly; therefore, the projected ADA and

WADA for school year 2012-2013 was increased by .25% per year for the life of the

agreement.

Although these assumptions were used to develop a baseline scenario for comparison purposes, many
of these factors will not remain constant for the thirteen years of this proposed agreement. Also,
Legislative changes to the school finance formulas are likely during the near future and almost certain

during the life of this agreement.

. .. ]
Study of DCP Midstream, LP
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Reagan County ISD Financial impact of Chapter 313 Agreement

Calculation of LAVA Impact on District’s Finances

The tables displayed below (Table Ill, IV, V) show the different impacts on the school district’s finances.

These scenarios were computed to compare the District’s revenue without the additional taxable value

of DCP Midstream (Table I}, the addition of DCP Midstream'’s taxable values without a Chapter 313

Agreement {Table V), and the addition of DCP Midstream’s taxable values with a Chapter 313

Agreement (Table V).

TABLE 111 — District Revenues without DCP Midstream, LP:

ME&O Taxes Hold M&0
Total Taxable Compressed State Recapture Harmless Taxes > Total District
Fiscal Year Value Rate Revenue Amount Revenue  Comp Rate Revenue
2014-2016  2,525,000,000 " 22,388,175 1,748,185 19,274,069 4,863,291 5,278,108 10,141,399
2015-2016  2,550,250,000 22,613,067 1,753,806 19,521,850 4,845,023 5,330,890 10,175,913
2016-2017 2,575,752,500 22,839,187 1,750,440 19,770,617 4,828,020 5,384,198 10,212,219
2017-2018 2, 601 510,025 23,067, 589 1,765,080 20,021,990 4,810,688 5,438,040 10,248,729
2018-2019  2,827,525125. 23,208,265 1,770,752 20,275,995 4,793,022 5,492,421 10,285,443
2019-2020 2,653,800,377 23,631,248 1 776 429 20,532,658 4,775,019 5,547,345 10,322,364
2020-2021 2,680,338,380 23,786,560 1,782,120 20,792)005 4, _7_5_3 675 5,602,819 10,359,493
2021-2022 2,707,141,764 24,004,226 1,787,825 21,054,065 4,737, 985 5 658 847 10,396,832
2022-2023 2734213182 24,244.268' 1,783544 21,318,865 4 718,048 5715435 10,434,383
2023-2024 2,761,565,314 24,486,711 1,799,278 21,586,432 4,699,557 5,772,590 10,472,147
2024-2025 2,789,170,867 _24;(31__L57 8 ‘f_@OﬁlQ_Z? 21,856,795 4,679,810 5,830,315 10,510,125
2025-2026 2, 81 7, 062 575 24,978,894 1,810,789 22,129,981 4,659,702 5,888,619 10,548,321
2026-2027 2,845,233,201. 25,228,683 1,816,566 22,406,019 4,639,230 5,947,505 10,586,735

Study of DCP Midstream, LP



Reagan County ISD Financial Impact of Chapter 313 Agreement

TTABLE IV- District Revenues with DCP Midstream, LP without Chapter 313 Agreement:

Fiscal Year

Total Taxable

Value

ME&O Taxes
Compressed

Rate

State

Revenue

Recapture

Amount

Hold
Harmless

Revenue

ME&O
Taxes >

Comp Rate

Total
District

Revenue

20142015
2015-2016
2016-2017
2017-2018
2018-2019
2019-2020
2020-2021
2021-2022
2022-2023
2023-2024
2024:2025
2025-2026
2026-2027

215531022830
2,622,472,830
2,643.415,330
2,662,332,855
2,684,547,955
2,706,263,207
2,729,001,210
2,752,764,594
2,777,556,012

2,803,378,144

2,827,193, 697'

2, 857 631 405
2,884,585,851

22,637,653
23,253,467
23,439,164
23,606,905
23,803,887
23,996,436

24,198,054

24,408,764
24,628,589
24,857,554

1,699,899

1,672,157
1,784,753
1,795,102
1,794,183
1,801,352
1,805,342
1,809,380

25,088,727
25,338,618

25,577,621

1,834,248

19,510,987
20,178,233
20,498,625
20,684,501
20,891,769
21,102,806
21,320,852
21,549,528
21,788,861

22,038,881

22, 2?4 964
22,560,188

22,832,128

4,826,665
4,747,391
4,725,092
4,717,506
4,706,300
4,694,982
4,682,544
4,668,615
4,653,193
4, 636 272

4,579,741

5,336,686
5 481,860
5,525,637
5,565,181
5,611,618
5,657,010
5 70‘1._5-50
5,754,214
5,808,036
5,860,013
5,809,796

5.973.421

6,029,765

101633517
10,229,251
1_0 282 _6_86
10,317,918
10,351,992
10,387,084
10,422,829
10,459,229 228
10,496,285

10,531,510
10,572,672

110,609,506

TABLE V — District Revenues with DCP Midstream, LP. with Chapter 313 Agreement:

Fiscal Year

Total Taxable

Value

MEQ Taxes
Comp Rate

State

Revenue

Recapture

Amount

Hold
Harmless

Revenue

Payment

MEO Taxes for

> Comp District

Rate Losses

Total District

Revenue

12014-2015
2045-2016
2018-2017
2017-2018
2018-2019
2019-2020
2020-2021
2021-2022
2022-2023
20231-2024
2024-2025'
2025-_2026
| 2026-2027

2,553,022,830

2,622,472,830

2,595,752, 500
2 621,510,025

2,847,525,125

22,637,853
23,253,467
23,016,537,
23,244,929
23,475,605

2,673,800,377
2,.700,338,380
2,727,141,764

2,754,213,182

2,781,555,314

23,708,588
23,943,900
24 181,566
24,421,608
24, 664 051

2,827,193,697

2 857 631,405
2,884,585,651

25,338,618
25,577,821

1,699,999
1,672,157

1,886,106

1,779,636
1,785,330
1,791,040
1,766,763
1,802,501
1,808,253
1, 814 019
1,762,938
1,820,821

1 ;834,;248

19,508,378
20,178,233

20,117,460,

20,243,973
20,498,009
20,754,704

21,014,083

21,278,176

21,541,008

21,808,607
22,224,837
22,560,188
22,832,128

4,828,275

4,747,391
4,785,183
4,780,592
4,762,927
4,744,924
4,707,891
4,688,854
4,669,463
4,599,251

4579741

5,534,228
| 5,644,625
5,757,242
5,809,796
6,029,765

5,336,686 0

5481880 0

5,426,005 39/540
5,479,847 22,247

5,589 152
5.700.654
5,814,396

5 973,421

10,164,960
10,229,251
10,250,729
10,262,686
10,317,918
10,351,992
10,387,084
10,422,829
10,459,229
10,496,285
10,538,624
10,572,672

10, 605, 508

. ]
Study of DCP Midstream, LP
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Reagan County ISD Financial Impact of Chapter 313 Agreement

Current School Finance Law

A major overhaul of the school finance formulas was implemented as a result of House Bill 1 of the 79'"
Legislative Session and became effective for the 2006-2007 school year. These formula changes have
had an effect on the district’s financial impact from granting a property value limitation. Due to the
district’s “Hold Harmless” provision that was enacted in the new funding formulas, it is presumed that
the majority of the district's revenue losses in year three of the LAVA will be offset with additional state
funding or a reduction of recapture payments made to the State. Prior to these recent formula changes,
school districts felt a significant loss in revenues in year three because the state funding formulas
considered the district more property wealthy based on their prior year taxable value. However,
districts were only able to tax on the lower value that was a result of the LAVA. Districts are currently
“held harmless” for the majority amount of loss in year three; however, it is possible that a future
legislative session could eliminate this provision. If the “hold harmless” provision is eliminated, then the

company would be required to offset the district’s losses as computed in Article Il of the Agreement.

S s —
Study of DCP Midstream, LP
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Reagan County ISD Financial Impact of Chapter 313 Agreement

Payments in Lieu of Taxes

Assuming that the District and DCP Midstream, LP mutually agree in the LAVA that $100 per student in
average daily attendance {ADA) will be paid to Reagan County ISD by DCP Midstream, the projected
amount of these payments over the life of the agreement is 51,046,440 of the $3.338 million net tax

savings amount. This amount will be computed annually according to Section IV of the Agreement.

‘TABLE VI - Calculation of the Payment in Lieu of Taxes:

Reagan County ISD DCP Midstream’s

Fiscal Year Net Tax Savings S100/ADA Share
2014-2015 S e sk 75,295 75255
2015-2016 0 79,493 (79,493)
2016-2017. 484,751 79,692 405,059
2017-2018 521,476 79,891 441,585
2018-2019 481,159 80,091 401,068
2019-2020 433,846 80,291 353,555
2020-2021 394,084 80,492 313,592
2021-2022 362,238 80,693 281,545
2022-2023 338,309 80,895 257,415
2023-2024 322,298 81,097 241,201
2024-2026 27,017 81,300 (81,300)
2025-2026 0 81,503 (81,503)
2026-2027 0 81,707 (81,707)

Totals 3,338,162 1,046,440 2,291,722

Study of DCP Midstream, LP 10



Reagan County ISD Financial Impact of Chapter 313 Agreement

Impact of Projected Student Growth

On District Facilities

TABLE VI| = Campus Capacity and Available Growth

Grade Level # of Regular Building Current Enroliment
Classrooms Capaclty Enroliment Growth Availahle
Ewms @ 500 8 R
6-8 18 324 178 146
9-12 30 540 237 303
Total __ 88 1,664 843 e, w82l

The building capacities are based on 20 students per classroom for the elementary campuses, 18
students for the middle and high school. Reagan County ISD is a early education through 12" grade
district.

DCP Midstream, LP provided supplemental information with their application that projected the nhumber
of full-time employees that are expected for permanent employment after construction of the project is
completed. They projected that ten full-time employees are expected. It is not known whether these
would be new employees to the Reagan County ISD, or if current residents would occupy these
positions; however, it is assumed that these employees would be new residents to the district.

Based on average statewide figures provided by a demographer, it is projected that each new household
would produce .5 students. Thus, the new ten positions equates to 5 new students.

This minimal projected student growth can easily be accommodated with the current facilities of Reagan
County ISD as displayed in Table VIl above.
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Reagan County ISD Financial Impact of Chapter 313 Agreement

Conclusion

This Financial Impact Study displays that entering into a Limited Appraised Value Agreement with DCP
Midstream, LP, would be beneficial to both DCP Midstream and Reagan County ISD under the current
school finance system.

DCP Midstream, LP would benefit from reduced property taxes during years three through ten of the
LAVA. Although some of the tax savings would be used to offset district’s revenue losses and payments
in lieu of taxes to the District, DCP Midstream is projected to benefit from a 61% tax savings over the
first ten year period of this agreement. DCP Midstream also has the option of terminating the
Agreement if the amount paid to the District during a tax year is greater than the amount of taxes that

would have been paid without the agreement; therefore, there is no inherent risk for the company from
entering into the Agreement.

Reagan County ISD would also have no inherent risk under the current school finance system and with
the provisions in the LAVA that require DCP Midstream to offset any district losses caused by the LAVA.
An annual calculation will be performed each year to determine if a loss to the District has been
incurred. The revenue impact to the District will be computed by comparing the District’s revenues with
and without the LAVA in effect.

Study of DCP Midstream, L.P 12
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Tuesday, June 18, 2013

Reagan County

Population

® Total county population in 2010 for Reagan County: 2,988 , down 1.5 percent from 2009. State population increased 1.8 percent in
the same time period.

® Reagan County was the state's 226th largest county in population in 2010 and the 247 th fastest growing county from 2009 to 2010.

®m Reagan County's population in 2009 was 37.4 percent Anglo (below the state average of 46.7 percent), 3.4 percent African-
American (below the state average of 11.3 percent) and 58.0 percent Hispanic {(above the stale average of 36.9 percent).

= 2009 population of the largest cities and places in Reagan County:
Big Lake: 2,604

Economy and Income
Employment

B September 2011 total employment in Reagan County: 2,594, up 8.1 percent from September 2010. State lotal employment
increased 0.9 percent during the same period.

(October 2011 employment data will be available November 18, 2011).

8 September 2011 Reagan County unemployment rate: 3.1 percent, down from 3.5 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
city unemployment rates are not. Seasonally-adjusted unemployment rates are not comparable with unadjusted rates).

Income

® Reagan County's ranking in per capita personal income in 2009; 91st with an average per capita income of $34,731, down 11.0
percent from 2008. Statewide average per capita personal income was $38,609 in 2009, down 3.1 percent from 2008,

Industry

a Agricultural cash values in Reagan County averaged $21.09 million annually from 2007 to 2010. County total agricultural values in
2010 were up 53.9 percent from 2009. Major agriculture related commodities in Reagan County during 2010 included:

= Sheep * Vegetables » Other Beef = Hunting = Cotton

® 2011 oil and gas production in Reagan County: 5.7 million barrels of oil and 28.4 million Mcf of gas. In September 2011, there
were 4414 producing oil wells and 56 producing gas wells.

Taxes
Sales Tax - Taxable Sales

(County and city taxable sales data for 1st quarter 2011 is currently targeted for refease in mid-September 2041).
Quarterly (September 2010 through December 2010}

w Taxable sales in Reagan County during the fourth quarter 2010: $19.24 million, up 53.9 percent from the same quarter in 2008.
® Taxable sales during the fourth quarter 2010 in the city of:

Big Lake: $17.08 million, up 53.2 percent from the same quarter in 2009.

Taxable Sales through the end of 4th quarter 2010 (January 2016 through December 20, 2010}

®m Taxable sales in Reagan County through the fourth quarter of 2010: $68.62 million, up 27.2 percent from the same peried in 2008.
m Taxable sales through the fourth quarter of 2010 in the city of:

Big Lake: $61.40 million, up 29.2 percent from the same period in 2009,

Annual (2010)

® Taxable sales in Reagan County during 2010: $68.62 millien, up 27.2 percent from 2009,

® Reagan County sent an estimated $4.29 million (or 0.03 percent of Texas' taxable sales) in state sales taxes to the stale treasury in
2010.

® Taxable sales during 2010 in the city of:
Big Lake: $61.40 million, up 29.2 percent from 2009,

Sales Tax — Local Sales Tax Allocations

{The release date for sales tax allocatlons to cities for the sales activity month of September 2011 is currently scheduled for
November 9, 2011.)
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Monthly

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

m Payments to all cities in Reagan County based on the sales activity month of August 2011: $134,958.13, up 30.0 percent from
August 2010.

m Payment based on the sales activity month of August 2011 to the city of:
Big Lake: $134,958.13, up 30.0 percent from August 2010.

Fiscal Year

m Statewide payments based on sales aclivity months from Seplember 2010 through August 2011: $6.08 billion, up 8.0 percent from
the same period in 2010.

m Payments to all cities in Reagan County based on sales activity months from September 2010 through August 2011: $1.27 million,
up 30.3 percent from fiscal 2010.

m Payments based on sales activity months from September 2010 through August 2011 o the city of:
Blg Lake: $1.27 million, up 30.3 percent from fiscal 2010.

January 2011 through August 2011 (Sales Activity Year-To-Dafe}

m Statewide payments based on sales activity months through August 2011: $3.99 billion, up 8.3 percent from the same period in
2010.

m Payments to all cities in Reagan County based on sales activity months through August 2011: $869,060.32, up 27.6 percent from
the same period in 2010.

B Paymenis based on sales activily months through August 2011 to the city of;
Big Lake: $869,060.32, up 27.6 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.

m Payments to all cities in Reagan County based on sales activity in the 12 months ending in August 2011: $1.27 million, up 30.3
percent from the previous 12-month period.

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

Big Lake: $1.27 million, up 30.3 percent from the previous 12-month period.

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

B Payment to the cities from January 2011 through October 2011:
Blg Lake: $1.08 million, up 30.4 percent from the same period in 2010,
Annual (2010}
B Statewide payments based on sales activity months in 2010: $5.77 billion, up 3.3 percent from 2009,

® Payments to all cities in Reagan County based on sales activity months in 2010: $1.08 million, up 17.9 percent from 2009.
¥ Payment based on sales activity months in 2010 to the city of:

Big Lake: $1.08 million, up 17.9 percent from 20089.

Property Tax

® As of January 2009, property values in Reagan County: $1.82 billion, down 7.5 percent from January 2008 values, The property tax
base per person in Reagan County is $604,943, above the stalewide average of $85,809. About 81.4 percent of the property tax
base is derived from oil, gas and minerals.
State Expenditures

® Reagan County’s ranking in siate expenditures by county in fiscal year 2010: 236th. State expenditures in the county for FY2010:
$8.47 million, up 0.1 percent from FY2009.

® |n Reagan County, 4 state agencies provide a total of 15 jobs and $105,729.00 in annualized wages (as of 1st quarter 2011).
8 Major state agencies in the county (as of first quarter 2011):

= Department of Transportation = AgriLife Extension Service
= Depariment of Public Safety » Department of Aging and Disability Services
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Higher Education
B Community colleges in Reagan County fall 2010 enroliment;

* None,

® Reagan County is in the service area of the following:

= Midland College with a fall 2010 enroliment of 6,344 . Counties in the service area include:

Crockett County
Midland County
Pecos County
Reagan County
Terrell County

B |nstitutions of higher education in Reagan County fall 2010 enraliment;
= None.

School Districts
® Reagan County had 1 school districts with 3 schools and 771 students in the 2009-10 school year.

(Statewide, 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.)

= Reagan County ISD had 771 students in the 2009-10 school year, The average teacher salary was $42,393. The
percentage of students meeting the 2010 TAKS passing standard for all tests was 58 percent.
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