GLENN HEGAR TEXAS COMPTROLLER OF PUBLIC ACCOUNTS

P.O.Box 13528 + Austin,TX 78711-3528

September 18, 2019

Dustin Carr

Superintendent

Sulphur Bluff Independent School District
P.0. Box 30, CR 3550

Sulphur Bluff, Texas 75481

Re:  Certificate for Limitation on Appraised Value of Property for School District
Maintenance and Operations taxes by and between Sulphur Bluff Independent
School District and Hopkins Energy, LLC, Application 1383

Dear Superintendent Carr:

On July 31, 2019, the Comptroller issued written notice that Hopkins Energy, LLC
(applicant) submitted a completed application (Application 1383) for a limitation on
appraised value under the provisions of Tax Code Chapter 313.1 This application was
originally submitted on June 20, 2019, to the Sulphur Bluff 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.

1 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 1383.

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 within a year from the date of this letter.

Note that any building or improvement existing as of the application review start date of

July 31, 2019, 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.
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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 C\m@w

Lisa Craven
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 Hopkins Energy, LLC (project)

applying to Sulphur Bluff 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 Hopkins Energy, LLC.

Applicant Hopkins Energy, LLC
Tax Code, 313.024 Eligibility Category Renewable Energy Electric Generation
School District Sulphur Bluff ISD
2017-2018 Average Daily Attendance 207
County Hopkins
Proposed Total Investment in District $144,000,000
Proposed Qualified Investment $144,000,000
Limitation Amount $20,000,000
Qualifying Time Period (Full Years) 2021-2022
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 $818
Minimum weekly wage required for each qualifying job by

Tax Code, 313.021(5)(B) $818
Minimum annual wage committed to by applicant for

qualified jobs $42,529
Minimum weekly wage required for non-qualifying jobs $754
Minimum annual wage required for non-qualifying jobs $39,209
Investment per Qualifying Job $72,000,000
Estimated M&O levy without any limit (15 years) $10,326,393
Estimated M&O levy with Limitation (15 years) $3,941,280
Estimated gross M&O tax benefit (15 years) $6,385,113

* 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 Hopkins Energy, LLC (modeled).

Employment Personal Income
Year Direct | Indirect + Induced | Total Direct Indirect + Induced Total
2020 270 320 590 |$11,482,911 $29,517,089|$41,000,000
2021 270 334 604($11,482,911 $34,517,089|$46,000,000
2022 2 39 41 $85,059 $7,914,941{ $8,000,000
2023 2 15 17 $85,059 $4,914,941{ $5,000,000
2024 2 (8) -6 $85,059 $2.914,941{ $3,000,000
2025 2 a7 -15 $85,059 $914,941{ $1,000,000
2026 2 (19) -17 $85,059 -$85,059 $0
2027 2 (17) -15 $85,059 -$85,059 $0
2028 2 (12) -10 $85,059 -$85,059 $0
2029 2 (7) -5 $85,059 -$85,059 $0
2030 2 (2) 0 $85,059 $914,941| $1,000,000
2031 2 2 4 $85,059 $914,941{ $1,000,000
2032 2 5 7 $85,059 $914,941{ $1,000,000
2033 2 7 9 $85.059 $1.914,941| $2,000,000
2034 2 9 11 $85,059 $1,914,941{ $2,000,000
2035 2 9 11 $85,059 $1.914,941| $2,000,000
2036 2 9 11 $85,059 $1,914,941] $2,000,000

Source: CPA REM]I, Hopkins Energy, LLC

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

Estimated Estimated Sulphur Sulphur Bluff | Sulphur Bluff Hopkins Hopkins Co.

Taxable Value | Taxable Value Bluff ISD 1&S| ISD M&O0 Tax |M&O and I&S | County Tax Mem. Hosp. |Estimated Total

Year for 1&S for M&O Tax Levy Levy Tax Levies Levy Tax Levy Property Taxes

Tax Rate? 0.0600 1.0500 0.6249 0.2500

2021 $30,000,000(  $30,000,000 $18,000 $315,000 $333,000 $187,468 $75,000 $595,468
2022 | $144,000,000{ $144,000,000 $86,400 $1,512,000 $1,598,400 $899,844 $360,000 $2,858,244
2023 | $129,639,000{ $129,639,000 $77,783 $1,361,210 $1,438993 $810,104 $324,098 $2,573,194
2024 | $115,278,000] $115,278,000 $69,167 $1,210,419 $1,279,586 $720,363 $288,195 $2,288,144
2025| $100,917,000] $100,917,000 $60,550 $1,059,629 $1,120,179 $630,622 $252,293 $2,003,093
2026 $86,556,000/  $86,556,000 $51,934 $908,838 $960,772 $540,882 $216,390 $1,718,043
2027 $72,195,000|  $72,195,000 $43,317 $758,048 $801,365 $451,141 $180,488 $1,432,993
2028 $57,834,000/  $57,834,000 $34,700 $607,257 $641,957 $361,400 $144,585 $1,147,942
2029 $43,473,000]  $43,473,000 $26,084 $456,467 $482,550 $271,659 $108,683 $862,892
2030 $29,112,000/  $29,112,000 $17,467 $305,676 $323,143 $181,919 $72,780 $577,842
2031 $29,102,000f  $29,102,000 $17,461 $305,571 $323,032 $181,856 $72,755 $577,643
2032 $29,092,000{  $29,092,000 $17,455 $305,466 $322,921 $181,794 $72,730 $577,445
2033 $29,082,000]  $29,082,000 $17,449 $305,361 $322,810 $181,731 $72,705 $577,246
2034 $29,072,000]  $29,072,000 $17,443 $305,256 $322,699 $181,669 $72,680 $577,048
2035 $29,062,000]  $29,062,000 $17,437 $305,151 $322,588 $181,606 $72,655 $576,849
2036 $29,052,000/  $29,052,000 $17,431 $305,046 $322,477 $181,544 $72,630 $576,651
Total $590,080 $10,326,393| $10,916,473 $6,145,600 $2,458,665 $19,520,738

Source: CPA, Hopkins Energy, LLC
*Tax Rate per $100 Valuation




Table 4 examines the estimated direct impact on ad valorem taxes to the school district and Hopkins County, with all
property tax incentives sought being granted using estimated market value from the application. The project has applied for
a value limitation under Chapter 313, Tax Code and tax abatement with Hopkins County and the Hopkins County Memorial
Hospital.

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

Estimated Estimated Sulphur Sulphur Bluff | Sulphur Bluff Hopkins Hopkins Co.
Taxable Value | Taxable Value Bluff ISD I&S| ISD M&O Tax |M&O andI&S | County Tax Mem. Hosp. |Estimated Total
Year for 1&S for M&O Tax Levy Levy Tax Levies Levy Tax Levy Property Taxes
Tax Rate? 0.0600 1.0500 0.6249 0.2500

2021 $30,000,000]  $30,000,000 $18,000 $315,000 $333,000 $187.468 $75,000 $595,468
2022 | $144,000,000] $20,000,000 $86,400 $210,000 $296,400 $179,969 $72,000 $548,369
2023 | $129,639,000|  $20,000,000 $77,783 $210,000 $287,783 $162,021 $64,820 $514,624
2024 | $115,278,000/  $20,000,000 $69,167 $210,000 $279,167 $144,073 $57,639 $480,878
2025| $100917,000f $20,000,000 $60,550 $210,000 $270,550 $126,124 $50,459 $447,133
2026 $86,556,000]  $20,000,000 $51,934 $210,000 $261,934 $108,176 $43,278 $413,388
2027 $72,195,000]  $20,000,000 $43,317 $210,000 $253,317 $90,228 $36,098 $379,643
2028 $57,834,000]  $20,000,000 $34,700 $210,000 $244,700 $72,280 $28,917 $345,897
2029 $43,473,000]  $20,000,000 $26,084 $210,000 $236,084 $54,332 $21,737 $312,152
2030 $29,112,000{  $20,000,000 $17,467 $210,000 $227,467 $36.384 $14,556 $278,407
2031 $29,102,000{  $20,000,000 $17,461 $210,000 $227,461 $36,371 $14,551 $278,383
2032 $29,092,000{  $29,092,000 $17,455 $305,466 $322,921 $181,794 $72,730 $577,445
2033 $29,082,000{  $29,082,000 $17,449 $305,361 $322,810 $181,731 $72,705 $577,246
2034 $29,072,000{  $29,072,000 $17,443 $305,256 $322,699 $181,669 $72,680 $577,048
2035 $29,062,000f  $29,062,000 $17,437 $305,151 $322,588 $181,606 $72,655 $576,849
2036 $29,052,000f  $29,052,000 $17,431 $305,046 $322477 $181,544 $72,630 $576,651
Total $590,080 $3,941,280| $4,531,360 $2,105,769 $842,453 $7,479,581
Diff $0 $6,385,113| $6,385,113 $4,039,832 $1,616,212 $12,041,157

Assumes School Value Limitation and Tax Abatements with the County.

Source: CPA, Hopkins Energy, 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 25t Anniversary of Limitation Start

This represents the Comptroller’s determination that Hopkins Energy, 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.

a result of the limitation agreement?

Estimated ISDM&0 | Estimated ISD M&O Es;:;'::i‘; ILS(',)S xfs‘o Efrt:::;i‘; 'Ls;)s;":s‘o
TaxYear | TaxLevy Generated Tax Levy Generated
(Annual) (Cumulative) Result of Agreement | Result of Agr('eement
(Annual) (Cumulative)
s 2019 $0 $0 $0 $0
Limitation
Pre-Years 2020 $0 $0 $0 $0
2021 $315,000 $315,000 $0 $0
2022 $210,000 $525,000 $1,302,000 $1,302,000
2023 $210,000 $735,000 $1,151,210 $2,453,210
2024 $210,000 $945,000 $1,000,419 $3,453,629
2025 $210,000 $1,155,000 $849,629 $4,303,257
Limitation Period | 2026 $210,000 $1,365,000 $698,838 $5,002,095
(10 Years) 2027 $210,000 $1,575,000 $548,048 $5,550,143
2028 $210,000 $1,785,000 $397,257 $5,947,400
2029 $210,000 $1,995,000 $246,467 $6,193,866
2030 $210,000 $2,205,000 $95,676 $6,289,542
2031 $210,000 $2,415,000 $95,571 $6,385,113
2032 $305,466 $2,720,466 $0 $6,385,113
Maintain Viable 2033 $305,361 $3,025,827 $0 $6,385,113
Presence 2034 $305,256 $3,331,083 $0 $6,385,113
(5 Years) 2035 $305,151 $3,636,234 $0 $6,385,113
2036 $305,046 $3,941,280 $0 $6,385,113
2037 $304,941 $4,246,221 $0 $6,385,113
2038 $304,836 $4,551,057 $0 $6,385,113
2039 $304,731 $4,855,788 $0 $6,385,113
Additional Years 2040 $304,626 $5,160,414 $0 $6,385,113
as Required by 2041 $304,521 $5,464,935 $0 $6,385,113
313.026(c)(1) 2042 $304,416 $5,769,351 $0 $6,385,113
(10 Years) 2043 $304,311 $6,073,662 $0 $6,385,113
2044 $304,206 $6,377,868 $0 $6,385,113
2045 $304,101 $6,681,969 $0 $6,385,113
2046 $303,996 $6,985,965 $0 $6,385,113
$6,985,965 is greater than $6,385,113
Analysis Summary
Is the project reasonably likely to generate tax revenue in an amount sufficient to offset the M&O levy loss as Yes

Source: CPA, Hopkins Energy, 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:
o 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;
e 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
Hopkins Energy, 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 Hopkins Energy, LLC is a solar energy project managed by global renewable energy company, Alpine

Sun.

e Per Alpine Sun in Tab 5 of their Application for a Limitation on Appraised Value:

A. “Due to the global nature of Alpine Sun, there are locations across the world and other parts of
the United States being evaluated for the establishment of this solar facility. Other locations
within the United States being evaluated for the establishment site include Pennsylvania and
Oklahoma. In the event a 313 agreement is not permitted, Alpin Sun will reallocate the capital for
this project to another location more financially viable for solar development.”

B. “With property tax liabilities composing a substantial ongoing cost of operation that directly
impacts the rate of return on the investment, without the 313 Value Limitation tax incentive, the
economics of this project could be less competitive with other capital-intensive projects and the
viability of the proposed project becomes uncertain. Receiving a value limitation agreement
under Chapter 313 results in significant annual operating cost savings which would incentivize
Alpin Sun to invest capital in the proposed project rather than making an alternative investment.

e According to KSST Radio on June 12, 2019, “The proposed Hopkins Energy, LLC project would
encompass 2,962 acres in northeastern Hopkins County and be a 320 MW-AC solar electric
generating facility, with 1,625,000 photovoltaic panels, and 140 central inverters. Of those, an
estimated 1,184 acres is expected to be in Sulphur Springs ISD; that would include 128 MW of
capacity, 650,000 photovoltaic panesl and 56 central inverters in SSISD. The rest would be located
on land with Sulphur Bluff ISD.”

»



e Also, according to KSST Radio in a separate article, “A nearly 3,00 $240 million solar project is one
step closer to being located in northeastern Hopkins County. The Dike location is one of many
international company Alpin Sun is considering in the United States. The proposed solar energy
project which would span approximately 2,962 acres, with 40 percent in SSISD and 60 percent or an
extimated 1,777 acres within SBISD.

e Supplemental information provided by the applicant stated the following:

A. In ERCOT'’s records, the project is known as Hopkins Solar.
B. The project received the IGNR number from ERCOT, 20INR0210 on November 20, 2018.

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
c) Additional information provided by the Applicant or located by the Comptroller

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



Data Analysis and

Texas Comptroller of Public Accounts Transparency
Form 50-296-A

SECTION é: Eligibility Under Tax Code Chapter 313.024

1. Are you an entity subject to the tax under Tax Code, Chapter 1717 ... ... . o i i e e [/1 Yes I:I No
2. The property will be used for one of the following activities:
(1) MaNURCKUINING - . oo e | ] Yes |/| No
(2) research and develOPMENt . ... ... ... e I | Yes |‘/ | No
(3) aclean coal project, as defined by Section 5.001, Water Code . ............ ..ottt innnnn | | Yes ]/ I No
(4) an advanced clean energy project, as defined by Section 382.003, Health and Safety Code ...................... | | Yes I( \ No
(5) renewable energy electric eneration ... ... ... ... ... e |/ | Yes No
(6) electric power generation using integrated gasification combined cycle technology .. ..................... ... ..., | ‘ Yes |/ [ No
(7) nuclear electric power geNeration . . ... .. ... . it | | Yes |/ I No
(8) a computer center that is used as an integral part or as a necessary auxiliary part for the activity conducted by
applicant in one or more activities described by Subdivisions (1) through (7) ......... ... . ... . .. . . 0 iiiuan. i | Yes |/ 1 No
(9) a Texas Priority Project, as defined by 313.024(€)(7) and TAC 91051 ...\ vrees s e | |Yes  |¢/|No
3. Are you requesting that any of the land be classified as qualified investment? ............. ... .. ... ... .. .. e, | | Yes l/ | No
4. Will any of the proposed qualified investment be leased under a capitalized lease? ........... ... ... ... ... . iiiiinn. [ Yes |/ ]I No
5. Will any of the proposed qualified investment be leased under an operatinglease? ............ ... ... viiiiineeiinnnn | 1 Yes |/ ‘ No
6. Are you including property that is owned by a person other than the applicant? ......... ... .. ... ... .. ... . ... . ... | ] Yes |/ | No

7. Will any property be pooled or proposed to be pooled with property owned by the applicant in determining the amount of
your qualified INVESIMENE? . . . ... e | | Yes If | No

SECTION 7: Project Description

1. InTab 4, attach a detailed description of the scope of the proposed project, including, at a minimum, the type and planned use of real and tangible
personal property, the nature of the business, a timeline for property construction or installation, and any other relevant information.
2. Check the project characteristics that apply to the proposed project:

|/ : Land has no existing improvements [ f Land has existing improvements (complete Section 13)

| | Expansion of existing operation on the land (complete Section 13)

i' Relocation within Texas

SECTION 8: Limitation as Determining Factor

1. Does the applicant currently own the land on which the proposed project will occur? . ... ... . ot | | Yes |/ | No
2. Has the applicant entered into any agreements, contracts or letters of intent related to the proposed project? .............. | | Yes |/ i No
3. Does the applicant have current business activities at the location where the proposed project willoccur? ................. | | Yes |./ I No

4. Has the applicant made public statements in SEC filings or other documents regarding its intentions regarding the

proposed Project I0CatioN? . . ... ... . e e e s | | Yes |/ i No
5. Has the applicant received any local or state permits for activities on the proposed projectsite? ......................... | | Yes i/ } No
6. Has the applicant received commitments for state or local incentives for activities at the proposed project site? ............. ' | Yes |/ | No
7. Is the applicant evaluating other locations not in Texas for the proposed project? . ........... ... iiriiiieiiinaann |/ | Yes | | No
8. Has the applicant provided capital investment or return on investment information for the proposed project in comparison

with other alternative investment opportunities? . . ... ... . . . . . i e e | | Yes |/ | No
9. Has the applicant provided information related to the applicant's inputs, transportation and markets for the proposed project? . . .. [ | Yes |/ | No
10. Are you submitting information to assist in the determination as to whether the limitation on appraised value is a determining

factor in the applicant's decision to invest capital and construct the projectinTexas? ............... ..o ian. |./ | Yes | | No

Chapter 313.026(e) states “the applicant may submit information to the Comptrolier that would provide a basis for an affirmative determination
under Subsection (c)(2)." If you answered “yes” to any of the questions in Section 8, attach supporting information in Tab 5.

For more information, visit our website: comptroller.texas.gov/economy/local/ch313/
50-296-A * 03-17/3



Attachment C - Limitation as a Determining Factor

Supporting Information

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



Supplement Two [7/30/2019]

KEANDREWS

VALUATIONTAX*SOLUTIONS

Tab 5

Limitation as a Determining Factor

Currently, Alpin Sun is considering a variety of other locations for Hopkins Energy LLC but
believes Sulphur Bluff ISD would be an ideal location for this solar facility. Due to the global
nature of Alpin Sun, there are locations across the world and other parts of the United States
being evaluated for the establishment of this solar facility. Other locations within the United
States being evaluated for the establishment of the site include Pennsylvania and Oklahoma.
In the event a 313 agreement is not permitted, Alpin Sun will reallocate the capital for this
project to another location more financially viable for solar development. Unfortuanately this
would also dismiss Sulphur Bluff ISD from receiving the economic benefits associated with a
solar facility within their jurisdiction. It is our goal to reach a 313 value limitation agreement for
the benefit of both Hopkins Energy LLC and Sulphur Bluff ISD. Alpin Sun is constantly
evaluating various locations for development and where to commit substantial long-term
investment based on economic rate of return with the proposed projects. The economic
benefits provided by a Chapter 313 Value Limitation is one of the most important components
in their analysis.

Not only Alpin Sun but all prudent energy developers, know tax incentives play an important
role in attracting capital intensive facilities due to the high property tax burden in Texas.
Ultimately, the decision to invest in Texas, or any other state, requires any capital investment
by Alpin Sun to be based on expected economic return on their investment.

With property tax liabilities composing a substantial ongoing cost of operation that directly
impacts the rate of return on the investment, without the 313 Value Limitation tax incentive,
the economics of this project could be less competitive with other capital-intensive projects
and the viability of the proposed project becomes uncertain. Alpin Sun evaluates the
economic viability of proposed projects through comparing the proposed project’s rate of
return with the Chapter 313 appraised value limitation agreement and without the value
limitation agreement. To move forward, the rate of return with the valuation limitation
agreement, must exceed the minimum rate of return required to proceed with the proposed
investment. Therefore, receiving a value limitation agreement under Chapter 313 results in
significant annual operating cost savings which would incentivize Alpin Sun to invest capital in
the proposed project rather than making an alternative investment. This makes the ability to
enter into a Chapter 313 appraised value limitation agreement with the school district “the
determining factor” to invest in this project.

AUSTIN * DALLAS * DENVER
1900 DALROCK ROAD * ROWLETT, TX 75088 * T (469) 298-1594 * F (469) 298-1595 * keatax.com



Attachment C - Limitation as a Determining Factor

Supporting Information

Additional information
provided by the Applicant or
located by the Comptroller



COMPTROLLER QUERY RELATED TO TAX CODE CHAPTER 313.026(c)(2)

Sulphur Bluff ISD — Hopkins Energy, LLC App. #1383

Comptroller Questions (via email on August 13, 2019):

Hopkins Energy, LLC currently known by any other project names?

Please also list any other names by which this project may have been known in the past —
in media reports, investor presentations, or any listings with any federal or state agency.

Has this project applied to ERCOT at this time? If so, please provide the project’s IGNR
number and when it was assigned.

Applicant Response (via email on July 29, 2019):

I

Is Hopkins Energy, LLC currently known by any other project names?
In ERCOT and ONCOR records the project is knows as Hopkins Solar

Please also list any other names by which this project may have been known in the past-
in media reports, investor presentations, or any listings with any federal or state agency.
The LLC that owned the project was formerly known as GSE Three, LLC.

Has this project applied to ERCOT at this time? If so, please provide the project’s IGNR
number and when was it assigned.
Yes, the IGNR number is 20INR0O210 and it was assigned on November 20, 2018.
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Shelly Leung and Rick Lambert of Powell, Youngblood & Taylor discuss with Sulphur Bluff ISD
trustees the application for appraised value limitation Hopkins Energy LLC submitted to SBISD
for a proposed nearly 3,000-acre solar farm.

A nearly 3,000-acre $240 million solar project is one step closer to being located in northeastern
Hopkins County. The Dike location is one of many international company Alpin Sun is

considering in the United States.

The project is contingent on receiving tax incentives from four local taxing entities: Sulphur
Springs and Sulphur Bluff school district, Hopkins County and the county hospital district.

Sulphur Springs I1SD trustees on June 10 accepted an application to agree to consider a value
limitation for the 40 percent of the proposed facility to be located within the school district
boundary and hired Powell Youngblood & Taylor to assist the district with legalities of the project.

Sulphur Bluff ISD Board of Trustees Thursday, June 20, accepted an application for an
appraised value limitation for Hopkins Energy LLC and also hired the attorneys to represent
them.
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The proposed solar energy project which would span approximately 2,962 acres, with 40 percent
in SSISD and 60 percent or an estimated 1,777 acres within SBISD.

The facility is expected to be 320 MW-AC solar electric generating facility, with 1,625,000
photovoltaic panels and 140 inverters. Of those, 192 MW-AC of the capacity, 975,0000
photovoltaic panels and 84 central inverters would be located in SBISD, according to Jordan
Christman, property tax incentive coordinator for KE Andrews, the firm for Alpin Sun, which is
seeking Chapter 313 value limitations from for Hopkins Energy LLC.

In addition to solar modules and panels and inverter boxes, the project would also have
meteorological equipment and operation and maintenance building, electrical substations,
associated towers, racking and mounting structures, combiner boxes, foundations, a generation
transmission tie line, interconnection facilities and roadways, paving and fencing.

If all taxing entities sign off and the project moves forward, the project is expected to begin
construction in 2020 and be complete in Dec. 1, 2021. SSISD on June 10 accepted the
application to start the process to consider a tax limitation agreement.

The district agreed to accept an application to be submitted to the state comptroller to be
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evaluated to determined whether it meets terms for a potential value limitation agreement for
Hopkins Energy LLC. The project is expected to be $240 million, with $144 million located in
SBISD. The applications asks for a tax limitation of $20 million starting in the 2022-23 school
year and continuing for 10 years; that is taxing only that much of the $144 million value. The
actual value of the project (in SBISD) is expected to be drop to just over $29 million for years 10-
20 of the project, then would drop just below $28 million; the full amount would be taxable
starting in year 11 of operation. The lifespan of the project is projected at 30 years, with the
company paying full taxable amount to the school district in years 11-30, according to the
information presented at the June 20 SBISD Board meeting and in the value limitation
application.

Hopkins Energy LLC is also asking for an 80 percent tax incentive from the county and hospital
district for the first 10 years of the project as well. For the county that would be a reduction from
an annual tax levy of $839,855 down to $167,971; the hospital district's levy would go from
$336,000 annually to $67,200 annually, according to the application presented to the school
district June 20.
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The taxing entities will also be asked to waive the minimal 10 job requirement for projects
seeking the value limitation.

The construction process would provide approximately 300 jobs. Once the facility is complete
only three employees would be needed to maintain the entire project, two of which would be
located in SBISD. Wages are required to be 110 percent of the average manufacturing wage.
That'd be about $43,000 a year for the three full-time employees after the facility is operational,
according to Christman.

Also proposed to SBISD is for Hopkins Energy LLC to pay a PILOT or supplemental payment to
the school district. The amount is limited to $100 per Average Daily Attendance per year or
$50,000, whichever is the greater value. For SBISD, that’s expected to be $50,000, as the
district had an enroliment of 234 students at the end of the school year and had peaked at 241
during the PEIMS reporting period, according to information provided by Rick Lambert and
Shelly Leung with Powell, Youngblood & Taylor.

Any M&O revenues the district loses as a consequence of the agreement would have to be
reimbursed to the district by the energy company, according to the information provided by
Lambert and Leung.

Part of the application process required a $75,000 application fee to cover costs for attorneys to
review the application which is being submitted to the comptroller’s office and negotiate on
behalf of the district an agreement if approved, as well as fund two economic impact studies (one
performed independently on behalf of the district and the other by the comptroller) and other
costs associated with the application process. Thus, the school districts should not be out any
funds during the application process, Christman, Lambert and Leung assured SBISD trustees
Thursday.

The measure received approval from all four board members present at Thursday’'s meeting —
Chris Bassham, David Caldwell, Donnie Powers, Terry Goldsmith.
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Another solar electric generating facility is being considered for the Dike area of northeastern
Hopkins County.

Sites in Pennsylvania and Oklahoma, as well as other “locations across the world and other

parts the United States” are being also reportedly being considered for the Alpin Sun solar
project.

Alpin Sun is the same company responsible for Solemio Solar farm SSISD granted a limited
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value agreement for tax reduction. Alpin Sun is headquartered in Germany, with locations and
projects around the world. The company specializes in the development and management of
solar power plants. They got the Solemio project started; Solemio is now Pattern Development’s

project.
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Location of the proposed Hopkins Energy LLC solar project to be located within Sulphur Springs
and Sulphur Bluff school districts, according to an Application for Appraised Value Limitation
submitted to SSISD.

The proposed Hopkins Energy LLC project would encompass 2,962 acres in northeastern
Hopkins County and be a 320 MW-AC solar electric generating facility, with 1,625,000
photovoltaic panels, and 140 central inverters. Of those, an estimated 1,184 acres is expected to
be in Sulphur Springs I1SD; that would include 128 MW-AC of capacity, 650,000 photovoltaic
panels and 56 central inverters in SSISD. The rest would be located on land within Sulphur Bluff
ISD.

An application is expected to be submitted June 20 to Sulphur Bluff ISD, where 60 percent of the
Hopkins County LLC project would be located, according to the Chapter 313 Application for
Appraised Value Limitation to Sulphur Springs ISD presented to SSISD trustees Tuesday night.
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By agreeing to accept an application, SSISD trustees agrees only to start the process to review
and consider an agreement, but in no way commits the district to anything, explained Rick
Lambert with Powell, Youngblood & Taylor LLP, the attorneys hired to help the district with the
review and processing of the application from Hopkins Energy LLC. Region 12 Education
Service Center will be serving “as a consulting expert to

perform a school finance impact study.”

Action Monday simply authorized SSISD Superintendent Michael Lamb to review the application
for completeness. It's then submitted to the Texas Comptroller of Public Accounts for review, to
determine all requirements for a 313 tax break are met; it also is sent to the appraisal district for
verification of all information. After what Lambert described as a “a lot of due diligence” to ensure
everything meets the tax code, a special agreement can be drafted and presented to trustees for

consideration.

Legend
" Project Boundary

Project Boundary

Proposed boundary for the proposed Hopkins Energy LLC solar project as submitted to
Sulphur Springs ISD as part of an Application for Appraised Value Limitation.

Costs associated with the application process are covered using the application fee paid by the
submitting company, so the school districts are not out any money on the process, according to
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Lambert.

Garrett Peters with K.E. Andrews Valuation Tax Solutions, the firm representing the solar
business, reported representatives had been out talking with all of the property owners in the
area impacted. He reported 80 percent of the landowners had options to sign, but a few others
had yet to decide, which could require a shifting if the project has to be moved to other nearby
land. These and other factors would need to be worked out, as well as agreements with the
various taxing entities before the project could move forward.

If the project moves forward, reinvestment zones including the property impacted would also
have to be approved by the district.

Overall, the project is expected to create three “qualifying” jobs, two for the portion of the project
in Sulphur Bluff ISD and one in Sulphur Springs ISD, according to the letter Mike Fry, KE
Andrews Director of Energy Services, submitted June 3 to SSISD Superintendent Michael Lamb
for a Hopkins Energy LLC Chapter 313 Job Waiver Request as part of the Application for Section
313 Value Limitation Agreement. Approval would have to be given for a waiver of the 10 jobs
requirement for the agreement. The documents noted that while many full and part-time
positions would be needed during construction, three would be the industry standard for a solar
project of that size.
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