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Chapter 313 Annual Eligibility Report Form

1. Tax year covered by this report: 2016
NOTE: This report must be completed and submitted to the school district by May 15 of every year using information from the previous tax (calendar) year.

2. Application number: 13
NOTE: You can find your application number and all agreement documents and reports on the website comptroller.texas.gov/economy/local/ch313/
agreement-docs.php

3. Name of school district: PORT ARTHUR 1SD

4. Name of project on original application (or short description of facility). MOTIVA HYDROGEN PLANT

5. Name of applicant on original application: PRAXAIR, INC.

6. Name the company entering into original agreement with district: PRAXAIR, INC.

7. Amount of limitation at time of application approval: 8 YEARS AT $30,000,000

8. If you are one of two or more companies originally applying for a limitation, list all other applicants here and describe their relationships.

(Use attachments if necessary.)

SECTION 2: Current Agreement Information

Name of current agreement holder(s) PRAXAIR, INC
10 RIVERVIEW DRIVE, DANBURY, CT 06810

-

2. Complete mailing address of current agreement holder
3. Company contact person for agreement holder:
JOHN J. MARTIN TAX DIRECTOR
Name Title
203-837-2703 JOHN_MARTIN@PRAXAIR.COM
Phone Email
4. Texas franchise tax ID number of current agreement holder: 01-061249050-07
5. If the current agreement holder does not report under the franchise tax law, please include name and tax ID of reporting entity
N/A N/A
Name Tax ID
6. If the authorized company representative (same as signatory for this form) is different from the contact person listed above, complete the following.
N/A N/A
Name Title
N/A
Complate Mailing Address
N/A N/A
Phone Email
7. If you are a current agreement holder who was not an original applicant, please list all other current agreement holders. Please describe the chain of

ownership from the original applicant to the new entities. (Use attachments if necessary.)

N/A

For more information, visit our website
comptroller.texas.gov/economy/local/ch313/
S0772A 0173
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SECTION 3: Applicant Eligibility Information

1. Does the business entity have the right to transact business with respect to Tax Code, Chapter 1717

(Attach prinfout from Comptrofler website: hffps:/imycpa.cpa.sfale. fX.us/coal) . ... ... .. i [_ﬁ Yes [i] Ne
2. s the business entity current on all taxes due to the State of Texas? .. ... ... . m Yes |:| Ne
3. Is the business activity of the project an eligible business activity under Section 313.024(b)7 ... ... ... ... ... ... .. ... m Yes |_| Ne

Hydrogen Production

a) 3a. Please identify business activity: ' '/ S

SECTION 4: Market Value and Limitation Amount

Please identify the county appraisal district (CAD) in which the project is located: _Jeffe rson County

If the project is located in more than one CAD, please identify the name(s) of the other CADs and provide on a separate sheet for each CAD, the
responses to items 1 through 5 applicable to the property (or portion of property) that is reflected in each CAD's property tax account records.

For purposes of item 1, “total market value” should reflect the market value as determined by the CAD (and as adjusted after protest) for only eligible
property in all of the CAD propenrty tax accounts covered by the 313 agreement in that county. Please note: “qualified property” is defined by Tax Code
section 313.021(2) and 34 Tex. Admin. Code § 9.1051(16) and identified in the executed Chapter 313 agreement.

1. Total market value of all qualified property from all CAD property accounts subject to

1511)86,2,4/2,0,0]

the 313 agreement . .. ... $ ‘ [1uf ‘
2. Total value of all applicable exempticns for the qualified property included initem 1. ............. % ‘ - ‘ L | | Ll | ] 0 |
3. Total taxable value for school 1&S tax purposes for the qualified property (ltem 1 less ltem 2) ... .. . $ ‘ L] ‘ Ell | Ba | 2100 |
4. Limitation amount on appraised value specified as qualified in the 313 agreement. . . ............. $ ‘ |- ‘ \ 3 | 0 | 0 | 0 \ 0 | 0 | 0 | 0 |

5. Total taxable value for school M&O tax purposes for the qualified property (lesser of item 3

SPIBIIE, s 2 52 5 i 5 S 35 5 A5 16 Sass 92 55 F 6 Siwis 5 51 5 SEms o8 5 £ SEEE 5 £ 6 5 $/ | (| 13/0|0/0)0]0,0/0]

SECTION 5A: Wage and Employment Infermation for Applications Prior to Jan. 1, 2014 (#1 Through 999)

ONLY COMPLETE THE WAGE SECTION (5A or 5B) THAT APPLIES TO YOUR APPLICGATION. You can find your application humber on the website
at comptroller.texas.gov/economy/local/ch313/agreement-docs.php

NOTE: All statutory references in Section 5A are for statute as it existed prior to Jan. 1, 2014. For job definitions see TAC §9.1051(14) and Tax Code,
§313.021(3). If the agreement includes a definition of “new job” other than TAC §9.1051(14)(C), then please provide the definition "new job” as used in the
agreement. Notwithstanding any waiver by the district of the requirement for the creation of a minimum number of new jobs, or any other job commitment
in the agreement, Tax Code §313.024(d) requires that 80 percent of all new jobs be qualifying jobs.

1. How many new jobs were based on the qualified property in the year covered by this report? (See note above) . . . .. = 16
2. What is the number of new jobs required for a project in this scheool district accerding to §313.021 (2} (A)iv)(b),
§313.051(b), 85 APPIOPTIAE? - - o o oo oo oo e o o 12
3. Did the applicant request that the goveming body waive the minimum job requirement, as provided under = ——
Tax Code G313 025 (- 1) . o e ]_u Yes | | No
3a. If yes, how many new jobs must the approved applicant create under the waiver? . ... ................... =
4. Calculate 80 percent of new jobs (0.80 x number of new jobs based con the qualified property in the year covered 128
Lo T =T oo o o :
5. What is the minimum required annual wage for each qualifying job in the year covered by the report? .. .......... % 73,045.00 =
6. Identify which of the four Tax Code sections is used to determine the wage standard required by the agreement:
]:u §313.021(5)(A) or | | §313.021(8)(B) or |_| §313.021(3)(E)(ii) or [_l §313.051(b)
6a. Aftach calculations and cite exact Texas Workforce Commission data source as defined in TAC §9.1051.
7 Does the agreement require the applicant to provide a specified number of jobs at a specified wage? .. ..... ... ... ... ... |7| Yes |_—_| No
7a. If yes, how many qualifying jobs did the approved applicant commit to create in the year covered by 12
I0e TEHSEE o s e me me s v o e 2t s Ry T Gt e BN T ST S Mbwel S G BN W ANEW MR IS L W Labvd A .
73,045.00

7b. If yes, what annual wage did the approved applicant commit to pay in the year covered by the report? .. ... . %

For more infarmation, visit our website: comptr ol ler.texas.gov/economy/local fich313/

50-772-A+ 03-17/3
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16

7c. If yes, how many qualifying jobs were created at the specified wage in the year covered by the report? ......

8. How many qualifying jobs (employees of this entity and employees of a contractor with this entity) were based 16
on the qualified property in the year covered by the report? . ... ..ottt iiiiiiiii it iinenennnnn

16

8a. Of the qualifying job-holders last year, how many were employees of the approved applicant? .............

8b. Of the qualifying job-holders last year, how many were employees of an entity contracting with the 0
approved applicant? ................. C R S 5 B S NS AT PN S B IS 6§ B BB 66 WE 6 5 SURY N 5 NN 5 B BON 8 5 S0RN 55

8c. If any qualifying job-holders were employees of an entity contracting with the applicant, does the approved
applicant or assignee have documentation from the contractor supporting the conclusion that those jobs
are qUAlIfYING JODS? . . ..o e et a e e e Yes No / N/A

SECTION 5B: Wage and Employment Information for Applications After Jan. 1, 2014 (#1000 and Above)

ONLY COMPLETE THE WAGE SECTION (5A or 5B) THAT APPLIES TO YOUR APPLICATION. You can find your application number on the website
at comptroller.texas.gov/economy/local/ch313/agreement-docs.php.

NOTE: For job definitions see TAC §9.1051(14) and Tax Code, §313.021(3).

QUALIFYING JOBS
1. What is the number of new qualifying jobs the applicant committed to create in the year covered by this report? .. ...

2. Did the applicant request that the governing body waive the minimum qualifying job requirement, as provided under
Tax Code §313.025(f-1) 2 . ot vttt ittt it et et e e e e . Yes No

2a. If yes, how many new qualifying jobs must the approved applicant create under the waiver? ...............
3. Which Tax Code section are you using to determine the wage standard required for this project? §313.021(5)(A) or §313.021(5)(B)

3a. Attach calculations and cite exact Texas Workforce Commission data sources as defined in TAC §9.1051.
4, What is the minimum required annual wage for each qualifying job in the year covered by this report? ........... $

5. What is the annual wage the applicant committed to pay for each of the qualifying jobs in the year covered
o3V 13130 Yo g $

6. How many qualifying jobs (employees of this entity and employees of a contractor with this entity) were based
on the qualified property in the year covered by the report? .. ... ..ottt ittt ii it ieennns

6a. Of the qualifying job-holders last year, how many were employees of the approved applicant? .......

6b. Of the qualifying job-holders last year, how many were employees of an entity contracting with the
approved applCaAN? ; ww o s wmieh o w0 5 GBS FEAE 0 5 5 il S50 585 BLE §(8FEE S5 BIA S S b Al Fom el v n o v i o 406

6c¢. If any qualifying job-holders were employees of an entity contracting with the applicant, does the approved
applicant or assignee have documentation from the contractor supporting the conclusion that those jobs

A GUAlTYING JODST « soew s 5 5 moms s oumisn s i woscouess 5 & MRS 1202 8 5 G009 5 S 006 © 5 5 559 56 09 6 3 5 455 5 6 00 & § B8l 95008 6 0 W Yes No N/A
7. Do the qualifying jobs meet all minimum requirements set out in Tax Code §313.021(3) and TAC 9.1051(30)? ............. Yes No
NON-QUALIFYING JOBS

8. What is the number of non-qualifying jobs the applicant had on Dec. 31 of the year covered by this report? .......
9. What was the average wage you were paying for non-qualifying jobs on Dec. 31 of the year covered by this report? .. $

10. What is the county average weekly wage for non-qualifying jobs, as defined in TAC §9.1051? ... ........... .. 8

MISCELLANEOUS

11. Did the applicant rely on a determination by the Texas Workforce Commission under the provisions §313.024(3)(F)
in meeting the minimum qualifying job requirements? . .............. NS ) RS W E B R E B BEE E N R SeE R Yes No

11a. If yes, attach supporting documentation to evidence that the requirements of §313.021(3)(F) were met.

12. Are you part of a Single Unified Project (SUP) and relying on the provisions in Tax Code §313.024(d-2) to meet the
qualifying:job requirementS? : : o stuitm s e s s 5 dimas mmmp s wumen e £ 95 5ok s AR & WSEE £ 5 R ¥ % WP NS B0 s RRa § 5 Bin T 0 i 5 a8 Yes No

12a. If yes, attach supporting documentation from the Texas Economic Development and Tourism Office including
a list of the other school district(s) and the qualifying jobs located in each.

For more information, visit our website: comptroller.texas.gov/economy/local/ch313/

S0-772-A 2031714
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SECTION 6: Qualified Investment During Qualified Time Period

ENTITIES ARE NOT REQUIRED TO COMPLETE THIS SECTION IF THE YEAR COVERED BY THE REPORT IS AFTER THE QUALIFYING TIME
PERIOD OF THEIR AGREEMENT.

1. What is the qualified investment expended by this entity from the beginning of the qualifying time period through

the end of the year covered by this repomt? ... ... it i it it it it tietie e i e, $ 74,000,000.00
2. Was any of the land classified as qualified investment? .............. i i Yes / No
3. Was any of the qualified Investment leased under a capitalized 1€ase? . .. ........covmiirriniiiiiiieiiiinineeennnn Yes / No
4. Was any of the qualified Investment leased under an operating 18ase? .. ......ccvviinetinerieeenernnneennreennnenn Yes { No
5. Was any property not owned by the applicant part of the qualified investment? ........ ... ... ittt iiieiiienennnn. Yes / No

SECTION 7: Partial Interest

THE FOLLOWING QUESTIONS MUST BE ANSWERED BY ENTITIES HAVING A PARTIAL INTEREST IN AN AGREEMENT.

For limitation agreements where there are muitiple company entities that receive a part of the limitation provided by the agreement:

1) each business entity not having a full interest in the agreement should complete a separate form for their proportionate share of required employment
and investment information; and, 2) separately, the school district is required to complete an Annual Eligibility Report that provides for each question in
this form a sum of the individual answers from reports submitted by each entity so that there is a cumulative Annual Eligibility Report reflecting the entire
agreement.

1. What was your limitation amount (or portion of original limitation amount) during the year covered by this report?.. . ..

2. Please describe your interest in the agreement and identify all the documents creating that interest.

SECTION 8: Approval

“I am the authorized representative for the Company submitting this Annual Eligibility Report. | understand that this Report is a
government record as defined in Chapter 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”

rint

ere ® John J. Martin Director of Tax

Print Name (Authorized Company Representative) Title

sign ' ‘{‘———\

here® |~ \- 11/20/2017
Signature (Authorized Company FRepresentative) Date

print’

here
Print Name of Preparer (Person Who Completed the Form) Phone

For more information, visit our website: comptroller.texas.gov/economy/local/ch313/

50-772-A 0 08-17/3
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PRAXAIR, INC.

Texas Taxpayer Number
Mailing Address

o Right to Transact Business in
Texas

State of Formation

Effective SOS Registration Date
Texas S0OS File Number
Registered Agent Name
Registered Office Street Address

1 ofl

10612490507
10 RIVERVIEW DR DANBURY, CT 06810-6268

ACTIVE

DE

12/08/1988

(007853006

PREMNTICE HALL CORPORATION SY STEM

211 E. 7TH STREET SUITE 620 AUSTIN, TH 78701

11262017, 12:31 PIV



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

ATTACHMENT C
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Foonomic A Fiscal impacts of Praxaie’s Jefferson County Expansion

Introduction

In 2001, the 77th Regular Session of the Texas Legislalure 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 credits 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 {axes; 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 team with Moak, Casey & Assoclates
in Oclober 2003 to assist the Port Arthur Independent School District (Port Arthur 1.S.D.) with its
evaluation of Praxalir, 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 simutate the regional economy. The result is a detalled
report that will assist Port Arihur 1.S.D. leaders in determining the short and long-term economic
benefits generated by Praxalr.

This report has been divided into five sections:

Section 1 — Qll, Gas, & Chemicals Industries & the Texas Economy

Saction 2 — Jefferson County Economic Climate

Section 3 — Praxair's Investment In the Port Arthur 1.S.D.

Sectlon 4 - Praxair's Economic Impact on the Port Arthur 1.5.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 Stale of Texas and the Jefferson County region. A thorough economic and fiscal impact
analysls, Sections 3 and 4, delails 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.

! Yexas Strategic Economic Development Planning Commission, Texas Slreleglc Economic Davalopment Plan: 1998-2008,
Auslin: Stale of Texas, 1998.

A-
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Ezonomic & Fiseal Impacts of Praxair's Jafferson County Expansion

Oil, Gas, & Chemicals Industries & the Texas Economy

Over the past 100 years, an abundance of oil and natural gas reserves fueled the growth of the
Texas economy. Broadiy defined, the oil, gas, and chemicals industries fall into three Standard
Industry Classification (SIC) sectors; SIC 13 Qil and Gas Extractlon SIC 28 Chemicals and
Aliled Producls and SIC 29 Petroleum and Coal Products®. According to the Federal Reserve
Bank of Dallas’, the agricultural sector 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 flelds throughout East Texas
drove the growth of Houston, Beaumont, and Port Arthur. Close proximity to the oil fields
promoted 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
state.

"ﬁloymént In the Oilj Gas, & i, A
HEfy Refinlng:lndustrias' :2002:" i

The highly cyclical nature of oil

us Texas TX%U.S.

prices, international competition, and

the oil embargoes of the 1970s 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 Manufacturing 923,051 77,815 8.4%
employment in Texas' petroleum NAICS 324

refining sector (SIC 29/NAICS 324) Petroleum and Coal 118,801 24248  20.4%

dropped from approximately 40,000 Products
in 1979 to roughly 25,000 in 2001 ~a  |Tolal
38 percent decrease. Regional
headquarters operations were closed
in Midland and Odessa In favor of Soyrce: U.S. Depariment of Labor

consolidation in the Houston area.

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

1,164,985 166,300 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 petroleum 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 |evel of
employment by increasing the use of conltractors 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.”

Al the same time, implementing state-of-the-art technology is crilical to the 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 Industry Classification has replaced the SIC classification, however, limiled dala sels exist for this new
classification.

3 Fedaral Reserve Bank of Dallas. “Houslon In 1800 Parl 2. Houston and the Texas Ol Industry,” Houslon Business July 2002; p.
% :

* Crawley, Robert , and Sanchez, Rachel Tello. *Palroleum Refining In Texas." Texas Labor Markel Review January 2000. @

2



Ecanamic £ Fiscal Impacts of Praxair’s Jefferson County Expansion

more efficiently and increase capacity outpul without adding refinery space or
employees...Refinery work is becoming 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 1997 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 oll 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 global recession, however, has dramatically slowed indusiry expansion.

Similar to the il seclor, the future of chemicals manufacturing is directly linked to the
lmplementailon of new technologies. In a November 2001 study, the Federal Reserve Bank of
Dallas® highlights the importance of ulilizing 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 into compliance,
hard decisions are likely to be made and plants closed."

Technology utilization will continue to 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 total employment, wages paid have increased 62 percent between
1979 and 1998. As a result, the oll, gas, and chemical sectors pay nearly double the national
and state averages.

:‘-'! o

T -
bt m h* ‘,,U‘- ‘ﬁTaxas OII' Gas,*& Reﬂnlng Industry‘SaIarie's" 2002 1 m‘ ',-wﬁn *' DR
NAICS 325

Texas u.s. NAICS 211 Chemicals NAICS 324
Average Wage Average Wage  Oil and Gas Exiraclion Manufacturing Petroleum & Coal
$36,235 $36,219 $110,528 "$67,918 $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 — “Iin 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 activities. Clearly, Praxair's
proposed investment in state-of-the-art technologies coupled with the need for highly skilled

5 Eramo, Mark, Gilmer, Robert W., and Telekl, Arved, "Petrocherical Outiook SUlt Bleak for 2002." Houslon Business November
2001: p. 3.
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Economis % Fiseal inpacts of Praxair's Jafferson Gounty Expansion

workers meels these criteria, Praxalr 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 make it one of the largest facilily expansions in the
area.

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

The state's oll, gas, and refining industries are constantly in a state of change. This pattern Is
similar to the cyclical nature of other Texas indusiries, such as Austin's semiconductor
manufacturers and Dallas’ telecommunications businesses. For example, global compstition,
new manufacturing techniques, and the growing commodity stalus of microprocessors have
cost Austin's electronics industry thousands of jobs over lhe past few years. In splte of this
downsizing, communities across the nation are offering millions of dellars in public subsidies 1o
recruit the new 300mm wafer manufacturing facilities. The Texas ED Plan places special
emphasis on “...enhancing business development through targeted tax incentives...” to attract
these knowledge-based companies. House Bill 1200 was also deslgned 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 hisiorically 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
other metropolitan areas in terms of attracling venture capital funding for technology starl-ups,
Therefore, it becomes more important that Gulf Coast communities continue to exploit their
dominance in industries that require large-scale technology investments and highly trained
workers. The Texas ED Plan recognizes the need for communities to train workers and then fo
altracl industries that require their unique skills - *The demand for technicaily 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 will continue fo reduce total employment In
traditional manufacturing businesses. Whatever the industry, petroleum refining, chemicals, or
microprocessor manufacturing, it is vilally important that communities continue to recruit these
businesses. The TWC® offers valuable Insight into the petroleum industry: “Over the past 20
years, lhe Petroleum Refining industry in Texas has been in a state of change rather than an
industry destined for exlinction.”




Foonomic & Fiseal Impacts of Praxaiy’s Jefferson County Expansion

The Jefferson Cc;unty Economic Climate

With a population of just over 730,000 persons, the Southeast Texas reglon® accounts for 3.6
percent of Texas' population, Jefferson Counly Is the anchor community of the Southeast
Texas region, 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 exacerbated 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 its 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 2.9 percent of the state’s total 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. Tolal
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 stale, Southeast
Texas' gross regional product now surpasses $16 billion, a 3.6 percent annual growth rate
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 region 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 1,730 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, Transporiation & Utilittes (T.T.U.) and Manufacturing sectors have (raditionally
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 pelroleum refining sector ranked In the top five for employment when
compared to other Texas counties; accounting for 17.3 percent of total Texas employment in
NAICS 324. Jefferson Counly'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 industry, 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 Comptroller of Public Accounts deflnes the Southeast Texas reglon as a 15-county reglon slretching
from the Beaumont-Port Arlhur MSA northward to Nacogdaches. =
" Texas Regional Oullook: Tha Southeast Texas Region. Auslin: Texas Complroller 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 confinued 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 quarters.

L 2R .J} s £ iR =Tep ey -n' AN FRrtaisdin
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(8 B .Jefferson 00unty Employl'nent'T rends: (N’AICS"‘ZOOO-ZOO% '*3’5‘ £
Employment  Employment

Description 2000 2001 Change % Change
Nalural

Resources

& Mining 546 487 (59) -11%
Canstruction 13,967 12,545 (1,422) -10%
Manufaciuring 15,668 15,214 (451) -3%
Trade,

Transportation

& Ulilities 23,321 22,892 (429) -2%
Informatlon 2,392 2,450 57 2%
Financial

Aclivities 4,704 4,593 {(111) -2%
Professional &

Business

Services 10,265 10,634 369 4%
Educalion &

Health Services 16,616 16,938 323 2%
Leisure &

Hospilalily 10,112 9,771 (342) -3%
Olher Services 3,650 3,674 24 1%
Nonclassifiable 18 27 ‘9 51%
Federal

Government 2.658 2,679 22 1%
Slate

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

Government 12,061 12,244 183 2%
Tolal

Employment 120,752 118,752 (2,000) -2%

Source: Texas Workforce Commission

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 relaled businesses, whether supplier

or competitor, lend o locate in close proximily 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 farecast the growth of the industries, these
stalistics 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 quollent of 35.9, indicating
that the counly is a dominant force in this sector, Jefferson County's cluster ratio has been
steadlly increasing over the past few years. Whal is unclear, however, is whether or not
Jefferson Counly 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 since 1997,
a 4 percent decrease. Competition for new facliities will only increase as communities along
the Gulf Coast offer subsiantial inducements to attract new praojects.

Jefferson County

SIC 29 - Petroleum and Coal Products Location Quotient - 2000

Houston MSA Beaumont MSA

Even with the economic slowdown, the
County has not experienced a dramatic
rise in unemployment. In 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 ils lows in 1998, Jefferson
County's unemployment rate in September
2003 was 9.0 percent, significantly above
the annual unemployment rate for 2002.
Two important observations, however,
should be made: 1) Jefferson County's

12%

%

4%
2%
0%

0% -

[ g—

Joffersor County Unemployment Rates
1992-2002

1992 1993 1994 1895 1996 1997 1998 1999 2000 2001 2002

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 the slate

average.
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Population & Income

Population growth in Jefferson County has
been noticeably slow over the past
decade. Since 1920, the County has
added roughly 12,500 residents, a growth
rate of 5.2 percent. Jefferson's growth is
well below Texas' significant population
growth rate of 22.6 percent over this same
period. Reglonal employment
opportunities and an aging population are
the main contributors to this trend. The
Comptroller predicts the entire Southeast
Texas region will only grow by 3 percent
over the next five years.

Jefferson County Population Trends
1990-2000

1990 1991 1832 1893 1994 1995 1586 1987 1598 1939 2000

While Jefferson County's population growih during the 1990s has been slow when compared to
the state as a whole, its residents' income has failen 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 levels decline

while the population continues to grow.

Wages paid to area workers are also
lagging state leveis. During the early
1990s, Jefferson County's workers earned
slightly more than the state average. In
2001, a fuil-time employee earned $32,026
or 25 percent more than a decade ago.
Since 1896, however, the Counly's wage
growth rate has not kept pace with the
state as a whole. Full-time wages are now
just 91 percent of the Texas average,
faliing steadily from 99 percent in 1997, It
is important to nole that Jefferson County's
all, gas, and chemical induslry workers

Jefferson County Per Caplta Income Trends
1991-2001

$30,000

O Texas
3 Jefferson

$25,000

$20,000

$15,000 ks
1991 1992 1893 1994 1995 1998 1997 1998 1999 2000 2001

earn nearly double the county average. In 2000, workers employed in Jefferson County’s
petroleum Industries earned approximaltely $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
560
0

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

- » = +Beaumont MSA
——— Jafferson County

T T T T T L T T T 1

1992 1693 1084 1095 1986 997 1999 1989 2000 2004 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 19986, the County collected
$12.4 million or 6 percent less than the
previous year, In 1998, sales tax
collections surpassed $14.7 million, §
percent above the 2002 level.

-—
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Jeffarson Counly Salas Tax Collections
1892-2002
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Praxair's Investment in the Port Arthur I.S.D.

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

f e R o T R e LA L

S T By ALy
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..axalrlnvestmehbln Jeffarsonicouniy 2004—&017 s S A

Personneal & Pollution Control  Total Taxable
Year Employment Annual Output Real Proparly Investmont Investment
2004 21 $36,500,000 $30,000,000 $0 $30,000,000
2005 21 $73,000,000 580,000,000 $6,000,000 $80,000,000
2006 21 $74,480,000 $77,600,000 $6,000,000 $77,600,000
2007 21 375,949,200 $75,272,000 $6,000,000 $76,272,000
2008 21 $77.468,184 $73,013,840 " $6,000,000 $73,013,840
2009 21 $70,017,548 $70,823,425 $6,000,000 $70,823,425
2010 21 $80,597,899 $68,608,722 $6,000,000 $68,698,722
2011 21 $62,200,857 $66,637,760 $6,000,000 $66,637,760
2012 21 $083,854,054 $G4,638,628 $6,000,000 $64,638,628
2013 21 $685,531,135 $62,699,469 $6,000,000 $62,609,469
2014 21 $87,241,758 $60,818,485 $6,000,000 $60,818,485
2015 21 588,988,593 $58,993,930 $6,000,000 $58,993,930
2018 21 $90,786,325 $57,224,112 56,000,000 $57,224,112
2017 21 $92,581,851 $55,507,389 $6,000,000 $55,507,389

g, Ceae s T

 Table 2: Direct Impact of Praxalr Investment In‘Jéfferson Couritys: 2008 --2047 i i

Average Real & Personal Taxable

Year Employment Annual Payroll Salary Per Job  Proporly Par Job  Investment Per Job
2004 21 $1,575.000 $75,000 $1,428,571 $1.428 571
2005 21 $1,575,000 $75,000 $3,809,524 $3,800,524
2006 21 $1,806,500 $76,500 $3,695,238 $3,605,238
2007 21 $1,838,630 $78,030 $3,584,381 $3,584,381
2008 21 1,671,403 $79,591 $3,478,850 $3.476,850
2009 21 $1,704,831 $81,182 $3,372,544 $3,372.544
2010 21 $1,738.927 $82,808 $3.271,368 $3,271,368
2011 21 $1,773.708 $84,462 $3,173,227 $3,173,227
2012 21 $1,800,180 $88,151 $3,078,030 $3,078,030
2013 21 $1,845,364 $87,874 $2,985,689 $2,985,689
2014 21 $1,882.271 $89,632 $2,896,118 $2,806,118
2015 21 $1,919.918 $91.425 $2,809,235 _$2.809,235

| 2010 21 $1,958.315 $93,253 $2.724,958 $2,724,958
2017 21 $1,997,481 $95,118 $2,643,200 $2,643,209
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Praxair’s Economic Impact on the Port Arthur 1.S.D. and Jefferson
County

The benefits of Praxair to the Port Arthur 1.5.D., Port Arthur, and the Jefferson Counly economy
consist of the day-to-day operation of the Hydrogen Plant, normal operating expendilures,
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 1.S.D., clties in the region, and the county.

There are also intangible 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 resulls 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 activily of Praxair based on
annual Investment and employment levels. The economic assumplions 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 activily, it is useful to distinguish three types of
expenditure effects: direct, Indirect, and induced. Direct effects are production changes
assoclated 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 slay will require the hotel operator to 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 stalion proprietor. Induced effects capture the way in which this
increased Income is in turn spent by them In the local economy.

1-



Zeonomic & Fiscal Impacts of PBraxair'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-denomlnatad results are expressed
in conslant 2003 figures.

The inlerdependence between different sectors of the economy is reflected in the concept of a
"multiplier.” An output multiplier, 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-ime employment is projected to
remain constant over the next 14 years. Therefore, the direct and indirect impact on reglonal
employment will remain constant as well. TXP believes that each year, Praxair's expansion will
support an additional 74 jobs in the Jefferson reglon. If employment or output at Praxair's
facility increase significantly, regional employment would increase as weil.

Tor ‘1,1 Wi »...;.‘

Lt Table 3L Ednstriiction Employment Impactiof Praxair: 2004 17

.i-‘

Year Direct Indirect Induced Tofal

2004 21 34 18 74

The lables on the following pages detail 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.

42«
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Year Direct Indlrect Induced Total
2004 $36,500,000 $6,413,847 $1,332,259 $44,246,108
20056 $72,492,552 $12,738,624 $2,664,518 $87,877,072
2006 $73,431,953 $12,903,598 $2,717,808 $89,015,835
2007 $74,387,071 $13,071,433 $2,772,165 $90,173,651
2008 $75,358,156 $13,242,073 $2,827,608 $81,350,820
2009 $76,345,457 $13,415,584 $2,884,160 $92,547,648
2010 $77,349,231 $13,591,949 $2,941,843 $93,764,446
2011 $78B,369,739 $13,771,274 $3,000,680 $95,001,529
2012 $79,407,248 $13,053,587 $3,060,694 $08,259,219
2013 $80,462,027 $14,138,935 $3,121,908 $97,537,846
2014 $81,534,353 $14,327,368 $3,184,346 $98,837,743
2015 $82,624,506 $14,518,930 $3,248,033 $100,159,250
20186 $83,732,772 514,713,676 $3,312,993 $101,602,715
2017 $84,859 442 $14,911,857 $3,379,253 $102,868,489

T .‘rl-. AL B R 3 {‘n 'T i) T R T ey e :;1;_-;4- gi-'ﬂ‘ ) &

Direct
$1,575,000
31,564,052
$1,584,320
$1,804 927
$1,625,878
$1,647,179
$1,668,836
$1,690,854
$1,713,239
$1,735,996
$1,758,132
$1,782,852
$1,008,563
$1,830,872

Indirect
$1,109,050
$1,101,340
$1,115,812
$1,130,123
$1,144,878
31,168,875
$1,175,125
$1,190,629
$1,206,392
$1,222418
$1,238,707
$1,255,270
$1,272,107
$1,289,224

Inducad
$352,655
$352,655
$359,709
$366,903
$374,241

$381,728
$389,360
$307,147
$405,090
$413,192
$421.456
$420,885
$438,483
$447,252

Total
$3,038,705
$3,015,596
$3,054,674
$3,004,405
$3,134,801
$3,175,872
$3.217.627
$3,260,070
$3,303,238
§3,347,116
$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 fremendous amount of tax revenue for local taxing jurisdictions. All levels of
government — school districts, city, county, and special taxing authoritles — would be positively
impacted by the attraction 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 section, 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 economy. Tax rates for
2002 were abtained from the Jefferson Counly Tax Office. Nols, tax abatements with local
jurisdictions are not consldered.

A number of important considerations should be taken into account when reviewing the
economic impacts of Praxair's expansion. One issus, 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 facility will commute from cities throughout Jefferson County.
Therefore, TXP has focused its efforis 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 perspective, 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.
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Direct Jefferson County Texas Praxalr Expansion % Difference vs.
(2000) (2000) (Average) Jefferson
Average Salary Per
Manufacturing Job $52,255 $45,070 $84,002 +651%
Investment Per Job $111,087 - $3,067,781 +2662%

* Investment per job for Jefferson Counly = Tolal Jefferson Counly Taxable Value / Tolal Employment

4.
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