GLENN HEGAR TEXAS COMPTROLLER OF PUBLIC ACCOUNTS

P.O.Box 13528 +« Austin,TX 78711-3528

June 14, 2017

Bill Boyd

Superintendent

Crane Independent School District
511 West 8t

Crane, Texas 79731

Re:  Certificate for Limitation on Appraised Value of Property for School District
Maintenance and Operations Taxes by and between Crane Independent School District
and SP-Horsehead Crossing Solar, LLC, Application 1182

Dear Superintendent Boyd:

On April 26, 2017, the Comptroller issued written notice that SP-Horsehead Crossing Solar, LLC
(applicant) submitted a completed application (Application 1182) for a limitation on appraised
value under the provisions of Tax Code Chapter 313.! This application was originally
submitted on March 21, 2017, to the Crane Independent School District (school district) by the

applicant.

This presents the results of the Comptroller’s review of the application and determinations
required:

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 issue a certificate for a limitation on appraised value of the
property and provide the certificate to the governing body of the school district or
provide the governing body a written explanation of the Comptroller’s decision not to
issue a certificate, using the criteria set out in Section 313.026.

Determination required by 313.025(h)

Sec. 313.024(a) Applicant is subject to tax imposed by Chapter 171.
Sec. 313.024(b) Applicant is proposing to use the property for an eligible project.

! All Statutory references are to the Texas Tax Code, unless otherwise noted.
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Sec. 313.024(d) Applicant has requested a waiver to create the required number of new
qualifying jobs and pay all jobs created that are not qualifying jobs a
wage that exceeds the county average weekly wage for all jobs in the
county where the jobs are located.

Sec. 313.024(d-2) Not applicable to Application 1182.

Based on the information provided by the applicant, the Comptroller has determined that the
property meets the requirements of Section 313.024 for eligibility for a limitation on appraised
value under Chapter 313, Subchapter C.

Certificate decision required by 313.025(d)
Determination required by 313.026(c)(1)

The Comptroller has determined that the project proposed by the applicant is reasonably likely
to generate tax revenue in an amount sufficient to offset the school district’s maintenance and
operations ad valorem tax revenue lost as a result of the agreement before the 25th anniversary of
the beginning of the limitation period, see Attachment B.

Determination required by 313.026(c)(2)

The Comptroller has determined that the limitation on appraised value is a determining factor
in the applicant's decision to invest capital and construct the project in this state, see
Attachment C.

Based on these determinations, the Comptroller issues a certificate for a limitation on appraised
value. This certificate is contingent on the school district’s receipt and acceptance of the Texas
Education Agency’s determination per 313.025(b-1).

The Comptroller’s review of the application assumes the accuracy and completeness of the
statements in the application. If the application is approved by the school district, the applicant
shall perform according to the provisions of the Texas Economic Development Act Agreement
(Form 50-826) executed with the school district. The school district shall comply with and
enforce the stipulations, provisions, terms, and conditions of the agreement, applicable Texas
Administrative Code and Chapter 313, per TAC 9.1054(i)(3).

This certificate is no longer valid if the application is modified, the information presented in the
application changes, or the limitation agreement does not conform to the application.
Additionally, this certificate is contingent on the school district approving and executing the
agreement by December 31, 2017.
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Note that any building or improvement existing as of the application review start date of April
26, 2017, or any tangible personal property placed in service prior to that date may not become
“Qualified Property” as defined by 313.021(2) and the Texas Administrative Code.

Should you have any questions, please contact Will Counihan, Director, Data Analysis &
Transparency, by email at will.counihan@cpa.texas.gov or by phone toll-free at
1-800-531-5441, ext. 6-0758, or at 512-936-0758.

Sincerely,

%@m Cansam XM\\\\(\Q LN \/

Mike Reissig
Deputy Comptroller

Enclosure

cc: Will Counihan
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Attachment A - Economic Impact Analysis
The following tables summarize the Comptroller’s economic impact analysis of SP-Horsehead Crossing
Solar, LLC (project) applying to Crane Independent School District (district), as required by Tax Code,
313.026 and Texas Administrative Code 9.1055(d)(2).

Table 1 is a summary of investment, employment and tax impact of SP-Horsehead Crossing Solar, LLC.

Applicant SP-Horsehead Crossing Solar, LLC
Tax Code, 313.024 Eligibility Category Renewable Energy Electric Generation
School District Crane ISD

Estimated 2015-2016 Average Daily Attendance 1,037

County Crane

Proposed Total Investment in District $193,760,920

Proposed Qualified Investment $179,480,000

Limitation Amount $25,000,000

Qualifying Time Period (Full Years) 2018-2019

Number of new qualifying jobs committed to by

applicant 2%
Number of new non-qualifying jobs estimated by
applicant 0
Average weekly wage of qualifying jobs
committed to by applicant $1,115
Minimum weekly wage required for each

ualifying job by Tax Code, 313.021(5)(B) $1,108
Minimum annual wage committed to by
applicant for qualified jobs $58,000
Minimum weekly wage required for non-
qualifying jobs $1,119
Minimum annual wage required for non-
qualifying jobs $58,189
Investment per Qualifying Job $96,880,460
Estimated M&O levy without any limit (15 years) $12,834,330
Estimated Mé&O levy with Limitation (15 years) $5,228,588
Estimated gross M&O tax benefit (15 years) $7,605,742

* Applicant is requesting district to waive requirement to create minimum number of qualifying jobs pursuant to

Tax Code, 313.025 (f-1).



Table 2 is the estimated statewide economic impact of SP-Horsehead Crossing Solar, LLC (modeled).

Employment Personal Income
Year Direct | Indirect + Induced | Total Direct Indirect + Induced Total
2018 100 114 214 | $3,750,000 $9,860,000{$13,610,000
2019 202 239 | 441.339| $7,616,000 $22,115,000]$29,731,000
2020 2 47 49  $116,000 $6,080,000{ $6,196,000
2021 2 22 24| $116,000 $4,034,000| $4,150,000
2022 2 5 7]  $116,000 $2,398,000( $2,514,000
2023 2 (5) -3]  $116,000 $1,287,000| $1,403,000
2024 2 (9) -7 $116,000 $599,000] $715,000
2025 2 9 -7{  $116,000 $265,000( $381,000
2026 2 (8) -6  $116,000 $151,000] $267,000
2027 2 (6) -4 $116,000 $169,000] $285,000
2028 2 3) -1 $116,000 $285,000] $401,000
2029 2 (0) 2| $116,000 $475,000|  $591,000
2030 2 2 4]  $116,000 $659,000| $775,000
2031 2 4 6] $116,000 $843,000] $959,000
2032 2 5 7]  $116,000 $1,005,000| $1,121,000
2033 2 6 8] $116,000 $1,136,000] $1,252,000
2034 2 6 8] $116,000 $1,226,000| $1,342,000

Source: CPA REMI, SP-Horsehead Crossing Solar, LLC

Table 3 examines the estimated direct impact on ad valorem taxes to the region if all taxes are assessed.

Table 3 Estimated Direct Ad Valorem Taxes without property tax incentives
Crane County
Farmto
Estimated Estimated Crane ISD Crane Hospital Market & Crane County
Taxable Value | Taxable Value Crane ISD I&S | Crane ISD M&O | M&O and I&S | Crane County | District Tax | Lateral Road | Water District | Estimated Total
Year for I&S for M&O Tax Levy Tax Levy Tax Levies Tax Levy Levy Tax Levy Tax Levy Property Taxes
Tax Rate’ 0.0675 1.0600 0.7748 0.3300 0.0552 0.3450

2020 | $i67,095.880] $167.095.880 $112.790 $1,771.216 $1.884.006 $1.294.711 $551.416 $92.170 $576.481 $3.730.133
2021 $153.706.672| $153.706.672 $103,752 $1.629.291 $1,733,043 $1.190.967 $507.232 $84,785 $530.288 $3.431.242
2022] $139.258.532] $139,258.532 $94.000 $1.476.140 $1.570.140 $1.079,018 $459,553 $76.815 $480.442 $3,108.711
2023 | $123.643.772| $123.643.772 $83.460 $1.310.624 $1,394.084 $958.030 $408.024 $68.202 $426.571 $2,760,138
2024 | $106,790,600| $106.790.600 $72.084 $1,131,980 $1.204.064 $827.447 $352.409 $58.906 $368,428 $2,383.920
2025| $88.591328] $88.591.328 $59.799 $939.068 $998.867 $686.433 $292.351 $48.867 $305,640 $1,977.652
2026 $68.938.268] $68.938268 $46.533 $730.746 $777.279 $534.155 $227,496 $38.026 $237.837 $1.538.930
2027 $47,705.784| $47.705.784 $32.201 $505.681 $537.883 $369.639 $157.429 $26.315 $164.585 $1.064,951
2028 $35.896.000) $35.896.000 $24.230 $380,498 $404,727 $278.133 $118.457 $19.800 $123.841 $801,318
2029 | $35.896.000] $35.896.000 $24.230 $380.498 $404.727 $278.133 $118.457 $19.800 $123.841 $801.318
2030| $50,896.000{ $50.896.000 $34.355 $539,498 $573.852 $394.358 $167.957 $28.074 $175,591 $1,136.167
2031 $49.861.000 $49.861.000 $33.656 $528.527 $562.183 $386.338 $164.541 $27.503 $172.020 $1.113.063
2032 | $48.742,000| $48.742.000 $32.901 $516,665 $549.566 $377.668 $160.849 $26.886 $168,160 $1,088,083
2033 | $47.534.500{ $47.534.500 $32.086 $503.866 $535951 $368.312 $156.864 $26.220 $163.994 $1,061,127
2034 | $46.229.500{ $46.229.500 $31.205 $490,033 $521.238 $358.200 $152,557 $25.500 $159.492 $1.031.995

Total $817,280 $12,834,330 $13,651,610 $9,381.544 $3,995.593 $667,869 $4,177.211 $27,028,748

Source: CPA, SP-Horsehead Crossing Solar, LLC
‘Tax Rate per $100 Valuation



Table 4 examines the estimated direct impact on ad valorem taxes to the school district, Crane County,
Crane County Farm-to Market and Lateral Road, Crane Hospital District and Crane County Water
District, with all property tax incentives being sought using estimated market value from the application.
The project has applied for a value limitation under Chapter 313, Tax Code and tax abatements with the
county and hospital district.

The difference noted in the last line is the difference between the totals in Table 3 and Table 4.

| Table 4 Estimated Direct Ad Valorem Taxes with all property tax incentives sought
Crane County
Farmto
Estimated Estimated Crane ISD Crane Hospital Market & Crane County
Taxable Value [ Taxable Value Crane ISD I&S | Crane ISD M&O | M&O and I&S | Crane County | District Tax | Lateral Road | Water District | Estimated Total
Year for I&S for M&O Tax Levy Tax Levy Tax Levies Tax Levy Levy Tax Levy Tax Levy Property Taxes
Tax Rate’ 0.0675 1.0600 0.7748 0.3300 0.0552 0.3450
2020) $167,095.880] $25,000.000 $112.790 $265,000 $377.790 $258,942 $110.283 $92.170 $576.481 $747.015
2021 | $153,706,672)  $25.000.000 $103.752 $265,000 $368,752 $238.193 $101.446 $84.785 $530.,288 $708,392
2022] $139.258.532]  $25.,000.000 $94.000 $265,000 $359.000 $215.804 $91.911 $76.815 $480.442 $666.714
2023 | $123.643.772( $25,000.000 $83.460 $265.000 $348.460 $191.606 $81.605 $68.202 $426.571 $621,670
2024 $106.,790,600{ $25.000,000 $72.084 $265,000 $337.084 $165.489 $70.482 $58.906 $368.428 $573.055
2025] $88.591.328]  $25,000.000 $59.799 $265,000 $324,799 $137.287 $58470 $48.867 $305.640 $520.556
2026 $68,938.268( $25.000,000 $46.533 $265.000 $311.533 $106,831 $45.499 $38,026 $237.837 $463.864
2027 $47.705,784  $25.000.000 $32.201 $265,000 $297.201 $73928 $31.486 $26.315 $164.585 $402.615
2028 ) $35.896.000] $25.000.000 $24,230 $265,000 $289.230 $55.627 $23.691 $19.800 $123.841 $368.548
2029| $35.896.000( $25.000,000 $24.230 $265.000 $289.230 $55.627 $23.691 $19.800 $123.841 $368.548
2030] $50.896,000] $50.896.000 $34.355 $539.498 $573.852 $394,358 $167.957 $28,074 $175,591 $1,136.167
2031 $49.861,000| $49.861.000 $33.656 $528.527 $562.183 $386.338 $164.541 $27.503 $172.020 $1.113.063
2032 | $48,742,000{ $48.742.000 $32.901 $516.665 $549.566 $377.668 $160,849 $26.886 $168.160 $1.088,083
2033 | $47.534.500{ $47.534.500 $32,086 $503.866 $535951 $368.312 $156.864 $26.220 $163.994 $1.061.127
2034] $46.229.500] $46.229.500 $31.205 $490.033 $521.238 $358.200 $152,557 $25.500 $159.492 $1.031.995
Total $817.280 $5,228,588 $6,045.868 $3.384.211 $1441,333 $667,869 $4,177,211 $10,871.412
Diff $0 $7,605,742 $7,605,742 $5,997,333 $2,554,260 $0 $0 $16,157,336
Assumes School Vilue Limitation and Tax Abatements with the County and Hospital District.

Source: CPA, SP-Horsehead Crossing Solar, LLC

"Tax Rate per $100 Valuation

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.



Attachment B — Tax Revenue before 25% Anniversary of Limitation Start

This represents the Comptroller’s determination that SP-Horsehead Crossing Solar, LLC (project) is
reasonably likely to generate, before the 25th anniversary of the beginning of the limitation period, tax
revenue in an amount sufficient to offset the school district maintenance and operations ad valorem tax
revenue lost as a result of the agreement. This evaluation is based on an analysis of the estimated M&O
portion of the school district property tax levy directly related to this project, using estimated taxable
values provided in the application.

of the limitation agreement?

Estimated ISD M&0O | Estimated ISDM&o | >umated ISDM&O | Estimated ISD M&O
Tax Year | Tax Levy Generated Tax Levy Generated Tax Levy Loss as Result | Tax Levy Loss as Result
(Annual) (Cumulative) of Agreement of Agreen.lent
(Annual) (Cumulative)
. 2017 $0 $0 $0 $0
Limitation
Pre-Years 2018 $95,124 $95,124 $0 50
2019 $1,902,488 $1,997,612 $0 $0
2020 $265,000 $2,262,612 $1,506,216 $1,506,216
2021t $265,000 $2,527,612 $1,364,291 $2,870,507
2022 $265,000 $2,792,612 31,211,140 $4,081,647
2023 $265,000 $3,057,612 $1,045,624 $5,127,271
Limitation Period 2024 $265,000 $3,322,612 $866,980 $5,994,252
(10 Years) 2025 $265,000 $3,587,612 $674,068 $6,668,320
2026 $265,000 $3,852,612 $465,746 $7,134,066
2027 $265,000 $4,117,612 $240,681 $7,374,747
2028 $265,000 $4,382,612 $115,498 $7,490,244
2029 $265,000 $4,647,612 $115,498 $7,605,742
2030 $539,498 $5,187,110 $0 $7,605,742
Maintain Viable 2031 $528,527 $5,715,637 $0 $7,605,742
Presence 2032 $516,665 $6,232,302 $0 $7,605,742
(5 Years) 2033 $503,866 $6,736,168 $0 $7,605,742
2034 $490,033 $7,226,200 $0 $7,605,742
2035 $475,103 $7,701,303 $0 $7,605,742
2036 $458,980 $8,160,283 $0 $7,605,742
2037 $441,570 $8,601,852 $0 $7,605,742
Additional Years as{ 2038 $422,760 $9,024,612 30 $7,605,742
Required by 2039 $412,298 $9,436,910 $0 $7,605,742
313.026(c)(1) 2040 $412,298 $9,849,207 $0 $7,605,742
(10 Years) 2041 $412,298 $10,261,505 $0 $7,605,742
2042 $412,298 $10,673,803 30 $7,605,742
2043 $412,298 $11,086,100 $0 $7,605,742
2044 $412,298 $11,498,398 $0 $7,605,742
$11,498,398 is greater than $7,605,742
Analysis Summary
Is the project reasonably likely to generate tax revenue in an amount sufficient to offset the M&O levy loss as a result Yes

NOTE: The analysis above only takes into account this project's estimated impact on the M&O portion of the school district property tax levy

directly related to this project.
Source: CPA, SP-Horsehead Crossing Solar, LLC

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.




Attachment C - Limitation as a Determining Factor

Tax Code 313.026 states that the Comptroller may not issue a certificate for a limitation on appraised
value under this chapter for property described in an application unless the comptroller determines that
“the limitation on appraised value is a determining factor in the applicant's decision to invest capital and
construct the project in this state.” This represents the basis for the Comptroller’s determination.

Methodology
Texas Administrative Code 9.1055(d) states the Comptroller shall review any information available to
the Comptroller including:
» the application, including the responses to the questions in Section 8 (Limitation as a
Determining Factor);
e public documents or statements by the applicant concerning business operations or site location
issues or in which the applicant is a subject;
e statements by officials of the applicant, public documents or statements by governmental or
industry officials concerning business operations or site location issues;
¢ existing investment and operations at or near the site or in the state that may impact the
proposed project;
e announced real estate transactions, utility records, permit requests, industry publications or other
sources that may provide information helpful in making the determination; and
e market information, raw materials or other production inputs, availability, existing facility
locations, committed incentives, infrastructure issues, utility issues, location of buyers, nature of
market, supply chains, other known sites under consideration.

Determination
The Comptroller has determined that the limitation on appraised value is a determining factor in the SP-
Horsehead Crossing Solar, LLC’s decision to invest capital and construct the project in this state. This is
based on information available, including information provided by the applicant. Specifically, the
comptroller notes the following:

e Per SP-Horsehead Crossing Solar, LLC. in Tab 5 of their Application for a Limitation on

Appraised Value:

A. “The applicant requires this appraised value limitation in order (i) to continue allocating
resources to develop the project ... and (ii) to secure long-term project related capital from the
limited pool of third-party institutional solar investors that have the very significant
resources needed to construct and operate a project of this size.”

B. “Applicant is competing with solar developers that are developing large solar projects in
other states and are also seeking long-term financing from this same small pool of
institutional investors as applicant. These institutions have investment hurdle rates, and
generally require investment returns of at least 6.5%. At the same time, applicant’s solar
project is viable only if it is able to sell electricity at competitive prices with the Texas market,
which has low electricity rates when compared with most other states. These duel constraints
of investor return requirements and the need to offer competitively priced electricity means
that the applicant’s solar project ... [is] viable only if coupled with tax abatements or other
forms of support or relief. ... Without the value limitation, the solar projects outside of Texas,
located in Colorado [and] New Mexico would receive the constrained capital. With the value



limitation approved, applicant’s Texas project ROl is near the hurdle required in order to
secure capital investment.”

C. The Applicant has multiple other projects outside of Texas that are competing for
development and project capital investment. The value limitation is essential to improving
the project economics to a point that we can consider bringing this project to Texas. Solar
projects and their associated components are modular and can be deployed anywhere in the
USA or the world that provides acceptable return on investment.

Supporting Information
a) Section 8 of the Application for a Limitation on Appraised Value
b) Attachments provided in Tab 5 of the Application for a Limitation on Appraised Value

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.



Attachment C - Limitation as a Determining Factor

Supporting Information

Section 8 of the Application for
a Limitation on Appraised
Value



1 Are you an entity subject to the tax under Tax Cede. Chapter 1717 . = P . . / Yas Mo
2. The proporty will bo usixd lor one of the tollowing actiilizg

(1) marufactunng . . . L . S s - . Yo f No
12} research ang development | Yaz { No
(31 aclean coul project as detned Dy Sechior 5001, Water Crde A£H / Na
1 an advanced cean enaryy project as delined by Section 382 003 Health and Sataty Crde Yas V/ Ma
5 ranavabls srergy elening genesation . : SRS G ‘/ Yoo N
(6] =lactne powear ganeralion using inlagraten gasfizaton combined cxle techinology . L b : : Yes / My
(71 nurlear electnic power qanaraicn . . 1l § e R . . Yes { No

{8} a computer conter that s used as an ntegral pari or as a necessary auxdiary part ‘or the achivily conducted ty
applicant in one or mose actvities descrbed by Subdmisions (1) through (7) e oy ne Yus / No
(9) aTewas Prionty Project. as dstined by 313 024ie)i7) and TAC @ 1058 . - 2 . Yes { No
3 Are you maquashng that any of the land be classtied as quahihed investment? . ) Yas { Nar
4. Wil any of the proposed qualified invesiment be leasaed under a capitahized lease? | U ShT e W . S | Yes / Na
5. Will any of the proposed qualified mvestment be leased under an oparatirnyg fease? Yas { No
& A1 you including property that 13 owned by a person othir than the applcant? ! Yes : .!/ No

7 Wil any properly be poolad or proposed to be pouted with property awrad by the applcant in determining the amount of
your qualified mvestmant? i . VAN e win e ek o T Y M S

&
@
N
=4
o

SECTION 7: Project Description

1 InTab 4, attach a detaiied description of the soupe of the propused project includmg, at a mirumum. tha type and planned use of real and tangible per-
sonal property, the nalurg of the busmass, a timaline for property construgiion ot installation. and any clher 1glevant infosrmation

2. Chack the project chasacteristics thal apply to the proposed protect

/ Land has no axisting improvemsnts Land has existing improvements (complete Socron 12
Expansion of éxisling operation on the land (complete Secon 13) Relocation within Texas

1 Does the apglicant curmntly own the land an which the oroposad project wll occur? | a0 5 PR . Yoz / No
2. Has the applicant enterod imo any agrezments. contracts af letters ef intert related to the proposed preject? ; e Yas / No
3. Does the appicant have curten! tusingss achvilies at the fecalion whare the praposad gajant will anar? ! Yes / Na
4 Hasthe appicant mare public statements in SEC bhngs o ather sacumerts regarding 15 ntanhons regarding the

proposed projec! locaton? : . Yos / No
5. Has the appicant cacoived any local or state orrmits bar artvitios or the punosed project sita? Yo / No
o Has the apphicant meowes commements ‘or s1ate or loeal Incantives fof antraties a1 tne preposed project sie? Yas / Ne
7 s the appheant graluating sther locatens net in Taxaz ot the propossd grojeer? / Yes Mo
4. Has the appiicant provided capal nvesiman® or ntum ca invasimenl nfanmation for the proposed project In cornpansan

with other alternative investment cppartunilies? . a il g W ( Yeu Mo
9 Has the appl cart provided infarmatior @lated o e applicant's routs, srarspartalan and markais lor e proposed project? . Yes ( Mo
10 Are you submithirg ulormaton 10 assistin the detersimaton as o whather the limitation an appraiscd valug is a determiring

lactoz in the applicant s desision te inuest capital and construet the project in Tecas? : i / Yas Mo

Chapter 313.026(c) states “the applicant may submrt information to the Comptrolier that would provide a basis for an affirmative determination
undor Subsection (c){2).” If you answered “yus” 1o any of the questions in Section 8, attach supporting information in Tab 3.

Farr i pndormiatiiin, s

weisite. www.TexasAhead.orgitax _programsichapter313/




Attachment C - Limitation as a Determining Factor

Supporting Information

Attachments provided in Tab
5
of the Application for a
Limitation on Appraised
Value



Application #1182, Amendment 002, May 23, 2017

Tab 5

Documentation to Assist in Determining if Limitation is a Determining Factor

The applicant’s parent company for this project is a national solar developer with the ability to locate projects of
this type in other states in the US with strong solar characteristics. The applicant is actively developing other projects in
Arizona, Colorado, New Mexico, Missouri, and Minnesota. All of these projects are competing with the Crane County
project for applicant’s limited resources (see Attachment 1). The applicant requires this appraised value limitation in
order (i} to continue allocating resources to develop the project (e.g., paying for studies related to environment and
subsurface geotechnical conditions at the project site, having detailed land surveys carried out, retaining the services of
specialized legal counsel and consultants), and (ii) to secure long-term (>20 years) project related capital from the limited
pool of third-party institutional solar investors that have the very significant resources needed to construct and operate a
project of this size.

Applicant is competing with other solar developers that are developing large solar projects in other states and are
also seeking long-term financing from this same small pool of institutiona! investors as applicant. These institutions have
investment hurdle rates, and generally require investment returns of at least 6.5%. At the same time, applicant’s solar
project is viable only if it is able to sell electricity at competitive prices within the Texas market, which has low electricity
rates when compared with most other states. These duel constraints of investor return requirements and the need to
offer competitively-priced electricity means that applicant’s solar project (and other solar projects within Texas) are viable
only if coupled with tax abatements or other form(s) of support or relief. Specifically, without the value limitation sought
by applicant, the project return on investment (ROI) of less than 6% is well below investor requirements of at least 6.5%
ROI (see table below), making it unattractive to institutional investors and also inferior to the applicant’s other projects
outside of Texas as shown in table. Without the value limitation, the solar projects outside of Texas, located in Colorado
& New Mexico, would receive the constrained investment capital. With the value limitation approved, applicant’s Texas
project ROl is near the hurdle required in order to secure capital investment.

Projects Competing for Investment Capital Texas Project Outside Texas, Competing Projects
Crane County, TX | Crane County, TX Pueblo, CO | Deming NM | Alamosa, CO
Property Tax Abatement/Value
,OP 'y N No Yes Yes Yes Yes
(Limitation
[ROI: Project IRR (to Investor) <6.0% 6.45% 6.78% | 6.68% 6.55%
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Other solar companies are also seeking value
limitation. As noted by one applicant in a publicly
available application: “Property taxes can be the highest
operating expense for a solar generation facility as solar
plants do not have any associated fuel costs for the
production of electricity, and with Texas wholesale Daily Average
electricity prices already below the national average in S
Texas, it is necessary to limit the property tax liabilities
for a solar project in order to be able to offer electricity
at prices that are marketable to Texas customers at [
competitive rates, including power sales under a bi- |
lateral contract.” |
This is supported by the information in the chart
to right showing value of energy in West Texas from
publicly available ERCOT data. Without the value 6
limitation, either 1)solar companies would have to
charge well above the 3 year average of $31.52 per MWH, making the PPA undesirable for a potential PPA counterparty
or 2)if the solar project matches the competitive energy price in the PPA, the project margins (ROI) would be so low that
the project would never receive financing and the applicant would be forced to abandon the project and spend its
development capital and prospective investment funds in other states where the rate of return is higher.
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Solar Project Development Process

The applicant has provided an explanation of its Solar Project Development process below in an effort to further
elaborate on the elements that are necessary to secure development and investment capital necessary to bring a project
to Texas. In order to invest in and make the decision to construct a Texas solar project, several milestones must be met
to advance the project to a point where it will be considered by an investor of project/construction capital. The applicant,
as the project developer, works closely with investors to ensure there is a clear understanding of their financial and other
project related requirements. The applicant then adopts these requirements in making development capital decisions,
which fund the work in achieving the project related milestones shown in the image below. The achievement of an
individual milestone, absent the other milestones, is not sufficient in order to secure investment capital as a fatal flaw
may exist in one of the other milestone categories. As an example, even with a “Buyer for the Energy” (milestone 4 in the
image below), the project cannot obtain investment capital because the project investor must also be certain that the
market is viable (milestone 1), that the land site is controlled (milestone 2), that there are not endangered species, geo-
tech, mineral title, etc related fatal flaws from milestone 3, and that the project can even be interconnected to the grid
successfully (milestone 5).

SP-Horsehead Crossing Solar LLC — Solar Project Value Limitation Application
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Solar Project Development: What Makes A Successful Project?
ANSWER: securing investor Construction, Project Capital
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Attachment 1
Applicant’s Other Projects Outside of Texas Competing for Investment

The Applicant has multiple other projects outside of Texas (see image below for our other projects) that are competing
for development and project capital investment. The value limitation is essential to improving the project economics to
a point that we can consider bringing this project to Texas. Solar projects and their associated components are modular
and can be deployed anywhere in the USA or the world that provides acceptable return on investment.
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