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Board Findines of the Rio Hondo Independent School District

FINDINGS OF THE RIO HONDO INDEPENDENT
SCHOOL DISTRICT BOARD OF TRUSTEES UNDER THL
TEXAS ECONOMIC DEVELOPMENT ACT
ON THE APPLICATION SUBMITTED BY

DEGS WIND 1, LLC

STATE OF TEXAS b
COUNTY OF CAMERON i)

On the 12th day of December, 2011, a public meeting of the Board of Trustees of
the Rio Hondo Independent School District was held. The meeting was duly posted in
accordance with the provisions of the Texas Open Meetings Act, Chapter 551, Texas
Government Code. At the meeting, the Board of Trustees took up and considered the
application of the DEGS Wind I, LI.C (DEGS Wind) for an Apptraised Value Limitation on
Qualified Propetty, pursuant to Chapter 313 of the Texas Tax Code. The Board of Trustees
solicited input into its deliberations on the Application from interested parties within the
District.  After hearing presentations from the District’s administrative staff, and from
consultants retained by the District to advise the Board in this matter, the Board of Trustees
of the Rio Hondo Tndependent School District makes the following findings with respect to
the application of DEGS Wind, and the economic impact of that application:

On August 8, 2011, the Superintendent of Schools of the Rio Hondo Independent
School District, acting as agent of the Board of Trustees, and the Texas Comptroller of
Public Accounts reccived an Application from DEGS Wind for an Appraised Value
Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax Code. A copy
of the Application is attached as Attachment A.

The Applicant, DEGS Wind (Texas Taxpayer Id. 32033832885), is an entity subject
to Chapter 171, Texas Tax Code, and is certified to be in good standing with the Texas
Comptroller of Public Accounts. See Attachment B.

The Board of Trustees has acknowledged receipt of the Application, along with the
requisite application fee, as established pursuant to Texas Tax Code § 313.025(a)(1) and

local District Policy.
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Board Findings of the Rio Hondo Independent School District

The Application was delivered to the Texas Compuroller’s Office for review pursuant
to Texas Tax Code § 313.025(d). A copy of the Application was delivered to the Willacy
County Appraisal District for review pursuant to 34 Tex. Admin. Code § 9.1054.

The Application was reviewed by the Texas Comptroller’s Office pursuant to Texas
Tax Code § 313.026, and a favorable recommendation was issued on November 21, 2011. A
copy of the Comptroller’s letter is attached to the findings as Attachment C.

After receipt of the Application, the Texas Comptroller of Public Accounts caused
to be conducted an economic impact evaluation pursuant to Texas Tax Code § 313.026 and
the Board of T'tustees has carefully considered such evaluation. A copy of the economic
impact evaluation is attached to these findings as Attachment D.

The Board of Trustees also directed that a specific financial analysis be conducted of
the impact of the proposed value limitation on the finances of the Rio Hondo Independent
School District. A copy of a report prepared by Moak, Casey & Associates, Inc. is attached
to these findings as Attachment E.

The Board of Trustees has confirmed that the taxable value of property in the Rio
Hondo Independent School District for the preceding tax year, as determined under
Subchapter M, Chapter 403, Government Code, is as stated in Attachment F.

After reccipt of the Application, the District entered into negotiations with DEGS
Wind, over the specific language to be included in the Agreement for an Appraised Value
Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax Code, including
appropriate revenue protection provisions for the District. 'The proposed Agreement is

attached to these findings as Attachment G.
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Board Findines of the Rio Hondo Independent School District

After review of the Compuroller’s recommendation, and in consideration of its own

cconomic impact study the Board finds:

Board Finding Number 1.

There is a strong relationship between the Applicant's industry and the
types of qualifying jobs to be created by the Applicant and the long-
term economic growth plan of this State as described in the strategic
plan for economic development (ED Plan) submitted by the Texas
Strategic Economic Development Planning Commission under
Section 481.033, Texas Government Code.

In support of Finding 1, the economic impact evaluation states:
The Texas Economic Development Plan focuses on attracting and  developing
industries using technology. It also identifies opportunities for existing Texas industries.
The plan centers on promoting economic prospetity throughout Texas and the skilled
workers that the DEGS Wind project requires appear to be in line with the focus and
themes of the plan. Texas identified energy as one of six target clusters in the Texas
Cluster Initiative. The plan stresses the importance of technology in all sectors of the

encrgy industry.

Board Finding Number 2.

The economic condition of Cameron County, Texas, is in need of
long-term improvement.

Based on information provided by the Comptroller’s Office, Cameron County is the 13%
largest in the state in terms of population. Population growth in Cameron County is positive
and was the state’s 43" fastest growing county from 2009 to 2010. The state population grew
by 1.8 percent between 2009 and 2010, with the population of Cameron County also

increasing by 1.8 percent over the same period.

September 2011 employment for Cameron County was down 0.3 percent from September
2010, below the state’s 0.9 percent increase in total employment during the same petiod.
The unemployment rate in Cameron County was 12.9 percent in September 2011,

significantly higher than the current state average of 8.5 percent. It is noteworthy that the
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Cameron County unemployment rate increased from 11.5 percent a year ago to the 12.9

percent level in September 2011

Cameron County continues to have substantially lower per capita personal income than the
state as a whole. In terms of per capita income, Cameron County’s 522,388 in 2009 ranked
248" among the 254 counties in Texas, while the Texas average was 538,609 for the same

period.

Given its high unemployment rate and low per capita personal income, the local economy in
Cameron County is performing below average in many economic areas in compatison to the
rest of the state. Cameron County will benefit from economic activity like that associated
with the DEGS Wind project. Major capital investments like this project are beneficial to
the community on a number of fronts, including direct and indirect employment, expanded

opportunities for existing businesses and increased local tax bases.

Board Finding Number 3.

The average salary level of qualifying jobs is expected to be at least
$38,664 per year. 'The review of the application by the State
Comptroller’s Office indicated that this amount—based on Texas
Workforce Commission data—complies with the requirement that
qualifying jobs must pay 110 percent of the regional average
manufacturing wage. DEGS Wind indicates that total employment
will be approximately five (5) new jobs, all of which will be qualifying
jobs.

In support of Finding 3, the economic impact evaluation states:
After construction, the project will create five new jobs when fully operational. All five
jobs will mect the ctiteria for qualifying jobs as specified in Tax Code Section
313.021(3). According to the Texas Workforce Commission (TWC), the regional
manufacturing wage for the Lower Rio Grande Valley State Planning Region, where
Cameron County is located was $29,848 in 2010. The annual average manufacturing
wage for 2010 for Cameron County is $38,389. That same ycar, the county annual
average wage for all industries was $26,195. In addition to a salary of $38,664, cach
qualifying position will reccive benefits such as full package benefits including medical,

dental and life insurance of which a portion of the premiums will be paid for by the
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LLC. In addition, each employee will receive competitive vacation time, sick leave, and

skills training.

Board Finding Number 4,

'The level of the applicant's average investment per qualifying job over
the term of the Agreement is estimated to be approximately $5.5
million on the basis of the goal of five (5) new qualifying positions for
Rio Hondo ISD’s portion of the DEGS Wind project.

In support of Finding 4, the economic impact evaluation states:
The project’s total investment is $27.6 million, resulting in a relative level of investment

per qualifying job of $5.5 million.

Boatd Finding Number 5.

Based upon the information provided to the District with regard to the
industry standard for staffing ratios of similar projects in the State of
Texas, the District has determined that if the job creation requirement
set forth in Texas Tax Code § 313.021(2)(A)(iv)(b) was applied, for the
size and scope of the project described in the Application, the required
number of jobs meets or exceeds the industry standard for the number
of employees reasonably necessary for the operation of the facility.

Board Finding Number 6.

Subsequent economic effects on the local and regional tax bases will
be significant. In addition, the impact of the added infrastructure will
be significant to the region,

Table 1 depicts DEGS Wind’s estimated cconomic impact to Texas. Tt depicts the direct,
indirect and induced effects to employment and personal income within the state. The
Comptroller’s office calculated the economic impact based on 15 years of annual investment
and employment levels using software from Regional Economic Models, Inc. (REMI). The

impact includes the construction period and the operating period of the project.
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Table 1: Estimated Statewide Economic Impact of Investment and Employment in DEGS

Wind

Employment Personal Income
Indirect +

Year | Direct Induced Total Direct Indirect + Induced Total

2012 205 161 366 | 56,546,920 $10,453,080 $17,000,000
2013 | 205 162 | 367 | $6,546,920 $11.453,080 | $18,000,000
2014 5 9 14 S$193,320 52,800,680 $3,000,000
2015 5 7 12 $193,320 $2,8006,680 $3,000,000
2016 5 2 3 $193,320 51,806,680 $2,000,000
2017 5 -1 4 $193,320 51,806,680 52,000,000
2018 5 -1 4 $193,320 S806,680 $1,000,000
2019 5 3 8|  $193320 $806,680 | $1,000,000
2020 5 3 8 §193,320 S806,680 $1,000,000
2021 5 7 12 $193,320 S806,680 $1,000,000
2022 5 7 12 $193,320 51,806,680 $2,000,000
2023 5 9 14 $193,320 51,806,680 52,000,000
2024 5 10 15 $193,320 S1,806,680 52,000,000
2025 5 14 19 $193,320 $1,806,680 52,000,000
2026 5 16 21 $193,320 $2,806,680 £3,000,000

Source: CPA, REAMI, DEGS Wind

The statewide average ad valorem tax base for school districts in Texas was $1.6 billion in
2010. Rio Hondo ISID’s ad valorem tax base in 2010 was $205 million. The statewide
average wealth per WADA was estimated at $345,067 for fiscal 2010-2011. During that same

yeat, Rio Hondo ISD’s estimated wealth per WADA was $66,628.

Table 2 examines the estimated direct impact on ad valotem taxes to the school district and
Cameron County, with all property tax incentives sought being granted using estimated
market value from DEGS Wind’s application. DEGS Wind has applied for both a value
limitation under Chapter 313, Tax Code and tax abatement with Cameron County. Table 3
illustrates the estimated tax impact of the DEGS Wind project on the region if all taxes are

assessed.
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Table 2 Estimated Direct Ad Valorem Taxes with all property tax incentives sought

Rio Hondo
ISD M&O and

Rio Hondo 1SD

1&S Tax M&O and 1&S
Estimated Estimated Rio Hondo | Rio Hondo |Levies (Before| Tax Levies Cameron Estimated
Taxable value | Taxable value ISD 1&S | ISD M&O Credit (After Credit | County Tax | Total Property
Year for 1&S for M&O Levy Levy Credited) Credited) Levy Taxes
Tax Rate' 0.1191 1.1700 0.3643
2012 S0 S0 S0 S0 S0 S0 SO S0
2013 $27,678,000]  S27,678,000 $32,964 $323,833 $350,797 $356,797 S15,124 $371,921
20014 $26,294,100]  $10,000,000 $31,316 S117,000 S148,310 S148,316 $14,368 $162,684
2015] 524,979,395 S10,000,000 $29,750 $117,000 $146,750 $117,203 $13,650 $130,853
2016]  $23,730,425]  $10,000,000 528,263 $117,000 $145,263 S115,715 $12,967 $128,683
2017 $22,543,904]  $10,000,000 $26,850 $117,000 $143,850 S114,302 $12,319 $126,621
2018  S21,416,709] 510,000,000 $25,507 S117,000 $142,507 $112,960 S11L703 $124,663
2019|  $20,345,873]  $10,000,000 $24,232 $117,000 S141,232 S111,684 SI11,118 $122,802
2020 519,328,580  $10,000,000 $23,020 $117,000 $140,020 S$110,473 $10,562 $121,035
2021 $18,362,151 $10,000,000 $21,869 S117,000 $138,869 $109,322 $10,034 $119,356
2022  S$17,444,043]  S17,444,043 520,776 $204,095 $224,871 $§224,871 $63,547 $288,418
2023  $16,571,841 516,571,841 $19,737 $193,891 §213,628 $213,628 $60,370 $273,997
2024  S15,743,249| 515,743,249 $18,750 $184,196 $202,946 $202,946 $57,351 §260,297
2025 $14,956,087|  S14,956,087 $17,813 $174,986 $192,799 $192,799 $54,484 §247,283
2026 S14,208,282|  $14,208,282 516,922 $1606,237 $183,159 $183,159 §51,759 $234,918
Total 52,314,176 $399,355 $2,713,531
Assumes School Value Limitation and Tax Abatement from Cameron County.
Source: CPA, DEGS Wind
ITax Rate per $100 Valuation
Table 3 Estimated Dircet Ad Valorem Taxes without property tax incentives
Estimated Estimated Rio Hondo | Rio Hondo Rio Hondo ISD| Cameron Estimated
Taxable value | Taxable value ISD 1&S | ISD M&O M&O and 1&S| County Tax | Total Property
Year for 1&S for M&O Levy Levy Tax Levies Levy Taxes
Tax Rate' 0.1191 1.1700 0.3643
2012 S0 S0 S0 S0 S0 S0 S0
20131 $27,678,000f  $27,678,000 $32,964 $323,833 $356,797 $100,828 $457,620
2014 $26,294,100]  $26,294,100 $31,316 $307,641 $338,957 595,787 $434,744
2015 $24,979,395]  $24,979,395 $29,750 $292,259 $322,009 $90,998 $413,007
2016]  $23,730,425 $23,730,425 $28,263 $277,646 $305,909 586,448 $392,357
2017|  §22,543,904 $22,543,904 $26,850 $263,764 $290,613 582,125 $372,739
2018  S21,416,709]  $21,416,709 $25,507 $250,575 $276,083 §78,019 $354,102
2019  $20,345,873 $20,345,873 524,232 $238,047 $262,279 $74,118 $336,397
20201  $19,328,580[  S$19,328,580 523,020 $226,144 $249,165 $70,412 $319,577
2021 518,362,151 $18,362,151 $21,869 $214,837 $236,706 566,892 $303,598
2022  S17,444,043 S17,444,043 $20,776 $204,095 $224,871 563,547 §288,418
2023 $16,571,841 $16,571,841 $19,737 5193,891 $213,628 560,370 $273,997
2024]  S15,743,249|  §15,743,249 $18,750 $184,1906 $202,946 $57,351 $260,297
2025|  $14,956,087 $14,956,087 S17,813 $174,986 $192,799 $54,484 $247,283
2026  S14,208,282 $14,208,282 $16,922 $166,237 S183,159 851,759 $234,918
Total $3,655,922 $1,033,139 $4,689,061

Source: CPPA, DEGS Wind
Tax Rate per $100 Valuation
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Board Finding Number 7.

The revenue gains that will be realized by the school district if the
Application is approved will be significant in the long-term, with
special reference to revenues used for supporting school district debt.

In support of this finding, the analysis prepared by Moak, Casey & Associates projects that
the project would initially add $27.7 million to the tax base for debt service purposes at the
peak investment level for the 2013-14 school year. The DEGS Wind project remains fully
taxable for debt services taxes, with Rio Hondo ISD cutrently levying a $0.119 per S100 [&S
rate. At the same time, however, the District’s property wealth per ADA is well below that
provided by the state’s facilities programs, indicating that any debt service benefit is expected

to be limited to the first year the project value appears on the local tax roll for I&S taxes.

Board Finding Number 8.

The effect of the applicant’s proposal, if approved, on the number or
size of needed school district instructional facilities is not expected to
increase the District’s facility needs, with cutrent trends suggest little
underlying enrollment growth based on the impact of the DEGS Wind
project.

The summary of financial impact prepared by Moak, Casey & Associates, Inc., indicates that
there will be little to no impact on school facilities created by the new wind energy project.
This finding is confirmed by the TEA evaluation of this project’s impact on the number and

size of school facilities in Rio Hondo 1SD as stated in Attachment D.

Board Finding Number 9.

The ability of the applicant to locate the proposed facility in another
state or another region of this state is substantial, as a result of the
highly competitive matketplace for economic development.

In suppott of Finding 8, the economic impact evaluation states:
According to DEGS Wind’s application, “Duke Energy Generation (DEGS WIND T)
is a U.S. developer of wind projects, and has operations in several regions and states
within the contiguous United States that has sufficient prevailing wind conditions

conducive to wind power generation. Iowever, after the Los Vientos wind power
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project has completed construction the nature of the improvements makes them not
readily movable to other locations. The wind turbines and supporting infrastructure are
long-lived assets engineered and designed specifically for this project location. The cost
of installing the improvements on the site is substantal and the cost to remove,
redesign, and relocate the improvements to a different location would be even more

substantal.

Also, power sales agreements have terms of up to 25 years, and are specific to a certain
project, wind characteristics, and electrical delivery point. Therefore, moving the
improvements to a different location is not permissible under the contract that provides
the project with its primary revenue source. In summary, relocating the improvements
to another location, whether in-state or out-of-state, would be both impractical and

likely detrimental to the economics of the project.”

Board Finding Number 10.

During the past two years, five projects in the Lower Rio Grande
Valley State Planning Region applied for value limitation agreements
under Tax Code, Chapter 313.

Board Finding Number 11.

The Board of Trustees hired consultants to review and verify the
information in the Application from DEGS Wind. Based upon the
consultants® review, the Board has determined that the information
provided by the Applicant is true and correct.

Board Finding Number 12.

The Board of Trustees has determined that the Tax Limitation
Amount requested by Applicant is currently Ten Million Dollars,
which is consistent with the minimum values currently set out by Tax

Code, §§ 313.054(a).

According to the Texas Comptroller of Public Accounts” School and Appraisal Districts'
Property Value Study 2010 Final Findings made under Subchapter M, Chapter 403,
Government Code for the preceding tax year, Attachment F, the total 2010 industrial value
for Rio Hondo ISD is $28.1 million. Rio Hondo ISD is categorized as Subchapter C, which

applics only to a school district that has territory in a strategic investment area, as defined
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under Subchapter O, Chapter 171, Tax Code or in a county: (1) that has a population of less
than 50,000 and (2) in which, from 1990 to 2000, according to the federal decennial census,
the population: (A) remained the same; (B) decreased; or (C) increased, but at a rate of not
more than three percent per annum. Rio Hondo ISD is classified as a “rural” district because
it was previously included within a strategic investment area. Given that the value of
industrial property in Rio Hondo ISD exceeds S1 million but is less than $90 million, it is
classified as a Category TIT district which can offer a minimum value limitation of S10

million.

Board Finding Number 13.
The Applicant (Taxpayer Id. 32033832885) is eligible for the limitation

on appraised value of qualified property as specified in the Agreement
based on its “good standing” certification as a franchise-tax paying
entity.

Board Finding Number 14,

The Agreement for an Appraised Value Limitation on Qualified
Propetty, pursuant to Chapter 313 of the Texas Tax Code, attached
heteto as Attachment G, includes adequate and appropriate revenue
protection provisions for the District.

In support of this finding, the report of Moak, Casey & Associates, Inc. shows that the
District will incur a revenue loss in the first year that the value limitation is in effect without
the proposed Agreement. However, with this Agreement, the negative consequences of
pranting the value limitation are offset through the revenue protection provisions agreed to
by the Applicant and the District. Revenue protection measures are also in place for the

duration of the Agreement.
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Board Finding Number 15.

Considering the purpose and effect of the law and the terms of the
Agreement, that it is in the best interest of the District and the State to
enter into the attached Agreement for Limitation on Appraised Value
of Property for School District Maintenance and Operations Taxes.

It is therefore ORDERED that the Agreement attached hereto as Attachment G is
approved and herby authotized to be executed and delivered by and on behalf of the Rio
Hondo Independent School District. It is further ORDERFED that these findings and the
Attachments referred to herein be attached to the Official Minutes of this meeting, and
maintained in the permanent records of the Board of Trustees of the Rio Hondo

Independent School District.
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Dated the 12th day of December 2011

RIO HONDO INDEPENDENT SCHOOL DISTRICT

r’) ((>/
By: : e Aty A< /

Noemi C"””f ’\ple\ldt‘llt Board bFTr uéees

ATTEST; - £
By: K ,\.///M//Z,//v

Susan G. Ldpnz Sceretary Board ot bl’LLb

/
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MOAK, CASEY

Ji& ASSOCIATES
SCHOOI FINANCE & ACCOUNTABILITY LXPERTS

[LYNN M. MOAK, PARTNER DANIEL T. CASEY, PARTNER

November 22, 2011

President and Members

Board of Trustees

Rio Hondo Independent School District
215 W. Colorado

Rio Hondo, Texas 78583

Re: Recommendations and Findings of the firm Concerning Application of DEGS ] Vind 1, LLC. for
Limitation on Appraised Value of Property for School District Maintenance and Operations

Taxes
Dear President Garza and Members of the Board of Trustees:

Please accept this letter as formal notification of the completion of due diligence research on behalf of
the Rio Hondo Independent School District, with respect to the pending Application of DEGS Wind I, LLC.
for Limitation on Appraised Value of Property for School District Maintenance and Operations Taxes. Since
our engagement on behalf of the District, we have been actively engaged in reviewing the pending Application
and verifying its contents. Based upon our review we have drawn the following conclusions:

1. All statements of current fact contained in the Application are true and correct.

2. The project proposed in the Application meets all applicable eligibility criteria of Chapter 313 of the
Texas Tax Code.

3. The Applicant has the current means and ability to complete the proposed project.

4. All applicable school finance implications arising from the contemplated Agreement have been
explored.

5. The proposed Agreement contains adequate revenue protection provisions to protect the interests of
the District.

As a result of the foregoing it is our recommendation that the Board of Trustees approve the
Application of DEGS Wind I, LLC. for Limitation on Appraised Value of Property for School District
Maintenance and Operations Taxes.

Sincerely,

O/ G
www.moakcasey.com

Phone 512-485-7878 400 W. 15" Street Suite 1410% Austin, TX 78701-1648 Fax 512-485-7888

Daniel T. Casey




O'HAanLON, McCorLoM & DEMERATH

ATTORNEYS AND COUNSELORS AT LAW

BOB WEST AVENUE
AUSTIN, TEXAS 78701
TELEPHONE: (512) 494-9949
FACSIMILE: (612) 494-9919

Kevin O'HANLON
Cernirien, CVIL APPELLATE
Corpricn, Cvie Tral

Lesuie McColLom
Cerminen, Cvil APPELLATE
CeRTINED, LABOR AND EMPLOYMENT

Texes Boarp of LEGAL SPECIALIZATION

Justin DEMERATH

November 30, 2011

President and Members

Board of Trustees

Rio Hondo Independent School District
215 West Colorado

Rio Hondo, Texas 78583

Re:  Recommendations and Findings of the Firm Concerning Application of DEGS
Wind I, LLC for Limitation on Appraised Value of Property for School District
Maintenance and Operations Taxes

Dear President Garza and Members of the Board of Trustees:

Please accept this letter as formal notification of the completion of due diligence research
on behalf of the Rio Hondo Independent School District, with respect to the pending Application
of DEGS Wind I, LLC for Limitation on Appraised Value of Property for School District
Maintenance and Operations Taxes. Since our engagement on behalf of the District, we have
been actively engaged in reviewing the pending Application and verifying its contents. We have
also negotiated an Agreement between the District and DEGS Wind I, LLC. Based upon our
review we have drawn the following conclusions:

1. All statements of current fact contained in the Application are true and correct.

2. The project proposed in the Application meets all applicable eligibility criteria of Chapter
313 of the Texas Tax Code.

3. The Applicant has the current means and ability to complete the proposed project.
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4. All applicable school finance implications arising from the contemplated Agreement have

been explored.

5. The proposed Agreement contains adequate legal provisions so as (o protect the interests

of the District.

As a result of the foregoing conclusions it is our recommendation that the Board of
Trustees approve the Application of DEGS Wind I, LLC for Limitation on Appraised Value of
Property for School District Maintenance and Operations Taxes.

Sincerely,

Kevin O’Hanlon
For the Firm
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Application for Appraised Value Limitation on ualified Property Form 50-296
Pl Pl perty
(Revised May 2010)

(Tax Code, Chapter 313, Subchapter B or C)

INSTRUCTIONS: This application must be completed and filed with the school districl. In order for an application to be processed, the governing body (school board)
must elect to consider an application, but — by Comptroller rule — the school board may elect to consider the application only after the school district has received
a completed application. Texas Tax Code, Section 313.025 requires that any completed application and any supplemental materials received by the school district
must be forwarded within seven days to the Comptroller of Public Accounts.

If the school board elects to consider the application, the school district must:
« nolify the Comptroller that the school board has elected to consider the application.
This notice must include:
— the date on which the school district received the application;
— the date the school district determined that the application was complele;
— the date the school board decided to consider the application; and
— arequest that the comptroller prepare an economic impact analysis of the application;
« provide a copy of the notice to the appraisal district;
« must complete the sections of the application reserved for the school district and provide information required in the Comptroller rules located at 34 Texas
Administrative Code (TAC) Section 9.1054; and
« forward the original completed application to the Comptroller in a three-ring binder with tabs separating each section of the documents, in addition to an elec-
tronic copy on CD. See 34 TAC Chapter 9, Subchapter F.

The governing body may, at its discretion, allow the applicant to supplement or amend the application after the filing date, subject to the restrictions in 34 TAC
Chapter 9, Subchapter F.

When the Comptroller receives the notice and required information from the school district, the Comptroller will publish all submitted application materials on its
Web site. The Comptroller is authorized to treat some application information as confidential and withhold it from publication on the Internet. To do so, however, the
information must be segregated and comply with the other requirements set out in the Gomptroller rules as explained in the Confidentiality Notice below.

The Gomptroller will independently determine whether the application has been completed according to the Comptroller's rules (34 TAG Chapter 9, Subchapter F). If
the Comptroller finds the application is not complete, the Comptroller will request additional materials from the school district. When the Comptroller determines that
the application is complete, it will send the school district a notice indicating so. The Comptroller will determine the eligibility of the project, make a recommendalion
to the school board regarding the application and prepare an econormic impact evaluation by the 90th day after the Gomptroller receives a complete application—as
determined by the Comptroller.

The sehoal board must approve or disapprove the application before the 151st day after the application review start date (the date the application is finally deter-
mined to be complete), unless an extension is granted. The Comptroller and school district are authorized to request additional information from the applicant that is
reasonably necessary 1o complete the recommendation, economic impact evaluation or consider the application at any time during the application review period.
Please visit the Comptraller's Web site lo find out more about the program at http:l/mvw.v.'induw.slate.lx.usllaxinfo/propta:dhb120{Jlindex.hlml. There are links on
this Web page to the Chapter 313 stalute, rules and forms. Information aboul minimum limilation values for particular districts and wage standards may also be
found at that site.

SCHOOL DISTRICT INFORMATION - CERTIFICATIONOF APPLICATION
| Date application received by district

Authorized School District Representalive iAugust 3' 2011
First Name | Last Name

Anneliese ‘McMinn

Title

Superintendent

School District Name
Rio Hondo Independent School District

Street Address

215 W Colorado
Mailing Address
215 W Colorado
Gty | tate | zip
Rio Hondo X 1 78583-0220
Phone Number Fax Number
(956) 748-1000 (956) 748-1038
Mobile Number (optional) | E-mail Address
‘anniem@riohondoisd.net
| authorize the consultant to provide and obtain information related to this applicalion.. . ... oo viii i 4 ves U nNo
Will consultant be Primary CONTAC? . .. .. v v v vure ettt e et a s (4 Yes U No

For more information, visit our Web sile: www.window.statetx.us/taxinfo/proptax/hb1200/index.html (50-296 + Rev, 05-1017)




Aulhotlzed Sehool Distriot Gonsultant (II Appllcahlu)

FlesiNams -~

Dan - ,Lasey

ﬁ.sl Mame

Tite
Partner

FmNama

Moak Casey and Associates

“sirect Address
400 W. 15th Street, Suite 1410
Weting Addeess e ST

400W 16th Street, Suite 1410 o
' Slale BP
“ Austin - | TX _} 78701

5124857878

“Migtie Rumbal (Optoas)

"““‘”‘“’(512) 485-7888

| £-mal Mdicss

t dcasey@moakcééey com

] am the authorized representativa for the school disitlct to which this appllcauon Is balng submiited. | understand that this application Is a govern-
ment record as defined in Chaplor 87 of the Texas Penal Gode,

Sggna'rwe (Momad.i‘chad District Rapmsunl‘nlw) T l'E.ia T .
9
) o / Ao [/
Has thoe distric! delermined this applicallon complete?. s v vuisseeevirviennenns G S R e TR — Yes O ne
If yes, dale determined complale, September 20, 2011
Have you compleled the schoo! finance documents required by TAC 9.1054(c)(3)? ...... e #i T = T s { Yos k4 o

Ghecklist Page X of 16 Comnlaled
e A s P e e PR SESE st RS, EENR LSRRt PO 22
1 iDate appllcallon recoived hy the ISD 1 of 16 v
2 | Cerlification page slgned and dated by aulhotized school distilct represenlaﬂva 20l 16 (
3 |Dale appllcalion dasmed compleie by ISD 2016 ,/
4 | certilication pages slgned and dated by applicant or authorized business representative of applicant 4 of 16 ,/
6 | Comploted company checklist 120l 16 (
6 School Hnance dncumpnls describad In TAG 9. 1054(03(3) (Due w:lhln 20 days ol dlslrlc'l providing nolica 20016 . -
of complatad application) g . will supplement

Page 2 (50-296 « Rev. 05-1017) 101 more information, visit our Wah site: wwvavindovastatedk uaftoxinfolproplax/b1200/index.himl




Application for Appraised Value Limitation on Qualified Property BULUGELELD

APPLICANT INFORMATION - CERTIFICATION OF APPLICATION

Authorized Business Representative (Applicant)

First Name

Milton R.

Tile

Vice President, Wind Development

Organizalion

Duke Energy

Streel Address

5555 San Felipe, Suite 1207
aadingﬁt_lress

5555 San Felipe, Suite 1207
City

Houston

Phone Number

713-375-0632

Mob_nle Num;er (uptio_nau

Will a company official other than the authorized business representalive be responsible for responding

Last Name

‘Howard

| state | zip
TX 77056

Fax_Number

'513-419-5545

Business e-mail Address

milton.howard@duke-energy.com

10 fULUTE INTOTMALON TEQUESIS? + + « v v v v et ve s s e e e st s et s s s 4 Yes 1 No
If yes, please fill out contact information for that person.
First Name - i l:asl Name
Anna K. ‘Van Dyke
Title E " B
G_:éanizafim -
Duke Energy
._Slree! Ad:iress - = a -
5555 San Felipe, Suite 1207
;Ha;hng Address B
5555 San Felipe, Suite 1207
Gty - [ state | 2P
Houston Texas 77056
Phone Number Fax Number }
713-375-0636 '513-419-5552
Mobile Number (optional) | E-mail Address
‘anna.vandyke@duke-energy.com
| authorize the consuitant to provide and obtain information related to this application.. . . . .....coii i (A Yes U No
Oves MNo

Will consullant be primary contact? ................

For more information, visit our Web site: wwywindow.state.tx.usftaxinfo/proptax/hb1200/index.html (50-296 * Rev. 05-10/7) Page 3



(i EF ?:.\~ Lt
Form 50:.286

Application for Appraised Value Limitation on Oualificd Properey

'APPLICANT INFORMATION - CERTIFICATION OF APPLICATION conueo)

Authorized Gompany Consultant (If Applicable)

Firsl Nama Last Moz
Roberi Pena, Jr.
Title

General Pariner

Firm Name

Texas Energy Consultants

Slreel Address

2516 West Freddy Gonzalez Dr

Malling Address

P O Box 1847

City State zp
Edinburg Texas 78539
Phone Number Fax Humber

956-207-3644 877-341-4474

Busness emall Address

| am the authorized representative for the business entily for the purpose of filing this application. | understand thal this applicalion is a government 1ecord as
defined in Chapler 37 of Ihe Texas Penal Code. The informalion contained in his application is liue and correct Lo the best of my knowledge and belil,

I hereby certify and affirm that the business entily | represent is in good standing under the laws of the state in which the business entity was arganized and that
no delinquent taxes are owed to the Slale of Texas.

“Signatura (i %’mdﬂ‘u&hessm ativp (Applcant)) -  Date o o
&\@U\ VRS,f 4

, 2}
GIVEN under my hand and seal of affice this | ~ _dayof gx_pl{n\\o@(’ ,_20\ {

R “\
gf%% Elg%;\an‘\‘iassion Expiros Notary Public, Stala of -C):,CCAQ__

L3 ]

A 0112012015

.

i

(Nolary Seal)

My commission expires \ !’1 24 ! 1S

If you make a false stalement on thils applicatlon, you could he found guilly of a Class A misdemeanor or a slale Jall felany uniler Texas Penal Cotle § 37.10.

Vape 4 (50-296 = Rev. 05-10/7) For more information, visit our Web site: www.window.stale ic.usflaxinfofproptax/ibi200/index.html
id prop




Application for Appraised Value Limitation on Qualified Property  [UEHUEEEED

FEES AND PAYMENTS

Y] Enclosed is proof of application fee paid 1o the school district.

For the purpose of this queslion, “payments to the school districl” include any and all payments or transfers of things of value made lo the school
district or to any person or persons in any form if such payment or transfer of thing of value being provided is in recognilion of, anticipation of, or
consideration for the agreement for limitation on appraised value.

Please answer only either A OR B:

A. Will any “payments to the school district” that you may make in order to receive a properly lax value limilation agreement
result in payments that are not in compliance with Tax Code, 313.027(1)7. .« e v v v v eee e L Yes No

B. If “payments o the school district” will only be determined by a formula or methodology without a specific amount being
specified, could such method resull in “payments to the school district” that are not in compliance with Tax Code §313.027(i)7. . . Oyves WNo

BUSINESS APPLICANT INFORMATION

Legal Name under which application is made

DEGS Wind |, LLC

Texas ﬂxpayer ID Numter of entir; subject lo Tax Coc?a,- Chapter 13'1 (11 digits)
32-033832885

NAICS code

221119

If yes,iplea_s_e Jist name of school district and ygar of a_greemént.
APPLICANT BUSINESS STRUCTURE

Registered to do business in Texas with the Texas Secretary of Stale? . ..o oot Wves OnNo

]den_liﬂ businéss organizalion oapplicamcmporagn, rfmired_ lability corporation, elc.)
Limited Liability Company
1. Is the applicant a combined group, or comprised of members of a combined group,

as defined by Texas Tax Code Chapter 1710001(7)7 « ot veee v vt et a e e vyes No
If so, please attach documentation of the combined group membership and contact information.

2 |s the applicant current on all tax payments due to the GLate Of TEXAST + v v vt eee i in s iana s Yes [ No
3. Are all applicant members of the combined group current on all tax payments due to the State of Texas?......... Ona BYes UNo

If the answer 1o either question is no, please explain and/or disclose any history of defaull, delinquencies and/or any
material litigation, including litigation involving the State of Texas. (Use atlachment if necessary.)

For more information, visit our Web site: www.window.slate.lx.us/taxinfo/proptax/hbi200/index.html (50-296 * Rev. 05-10/7) Page 5



Form 50-:296

[ No
The properly will be used as an inlegral part, or as a necessary auxiliary parl, in one of the following activities:
IR 1171 1o L1114 o T A L vYes 4 No
(2) research and deVEIOPMENL. . . ... vu e vr e ie st ot a et i Cvyes b4 No
(3) a clean coal project, as defined by Seclion 5.001, WEIEFCOOE . 1n roresmies vb 65 ST ES S5 Goshd I e Faiss v oo Suussess o o L Yes W No
(4) an advanced clean energy project, as defined by Seclion 382.003, Heallh and Safely Code ... .. ...t Oves 4 nNo
(5) renewable energy electric ganeration ..............oiuii it Myes W No
(6) electric power generation using integrated gasification combined cycle technology. . ........coiivieni i yes W No
(7) NUGIEAr GIECIHIC POWET GEMEIALION . . . .4 s s seasse s eee e b e e eeie st e e be s e s e s s bttt dves W No
(8) a computer center that is used as an integral part or as a necessary auxiliary part for he activily conducted by
applicant in one or more activities described by Subdivisions (1) through (7) .. ..o oo e e Oves [ No
Are you requesting that any of the land be classified as qualified INVeSIMENt? ... ........veiiieniiii Cves W No
Will any of the proposed qualilied investment be leased under a capitalized lease?. . ... OvYes W No
Will any of the proposed qualified investment be leased under an operating [ease?. ... ..o coeiiii i Cyes M No
Are you including properly that is owned by a person other than the applicant?. . ...ovviieuer ittt Dves M No
Will any properly be pooled or proposed to be pooled with property owned by the applicant in determining
Cyes No

the amount of your qualified INVESIMENT? . ... o vttt

PROJECT DESCRIPTION

Provide 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. (Use attach-

menis as necessary)

See Attachment: Project Description - Question 1

Describe the ability of your company to locate or relocate in another state or another region of the slate.

See Attachment: Project Description - Question 2

PROJECT CHARACTERISTICS (CHECK ALL THAT APPLY)

(4 New Jobs (@ construct New Facility ) New Business / Start-up () Expand Existing Facility

1) Relocation from Out-of-Stale (1 Expansion A Purchase Machinery & Equipment

(1 consolidation U Relocation within Texas

PROJECTED TIMELINE

Begin Construction _January 2012 Begin Hiring New Employees On or before February 2013

On or before June 1, 2013 Fully Operational ON OF before December 2013
June 1, 2012

Construction Complete

Purchase Machinery & Equipment

Do you propose to construct a new building or to erect or affix a new improvement after your application review
starl date (date your application is finally determined to be complete)?. .. e
Note: Improvements made before that time may not be considered qualified property.

0 ves O No

January, 2013

When do you anticipate the new buildings or improvements will be placed in service?

Page 6 (50-296 * Rev, 05-10/7) For more information, visit our Web site: www.window.state,1x.us/taxinfo/proptax/hb1200/index.himl



Application for Appraised Value Limitation on Qualified Property BULIGELE 296

[EEORONCINGENTIVER . o

Identify state programs the project will apply for:

State Source Amount

N/A

Total

MAves O nNo

Will other incentives be offered by local unils of QOVEINMENT? . ... ..o vt e

Please use the fo!lowmg box for additional detalls regarding incentives. {Use atlachmenls if necessary.)

Appllcant is applying for Cameron County Tax Abatement under Chapter 312 Texas Tax Code

THE PROPERTY

In Rio Hondo 1SD (Project also in Lyford ISD-Willacy)

Identify county or counties in which the proposed project will be located

Central Appraisal District (CAD) that will be responsible for appraising the property Cameron
Will this CAD be acting on behalf of another GAD to appraise this property? ........oovreeiamrrrr e Oves MnNo
List all taxing entities that have jurisdiction for the property and the portion of project within each entity
County: Cameron (100% of project in Rio Hondo ISD; 15% of overall project) City:
(Name and percent of project) (Name and percent of project)
Hospital District: Water District:
(Name and percent ol project) (Name and percent of project)
Other (describe): Other (describe):
(Name and percenl of project) (Name and percen! ol projecl) |
Cves M nNo

Is the project located entirely Within this ISD?. . . ..o ovvuaerien i
If not, please provide addilional information on the project scope and size to assist In the economic analysis.

85% of the project is in Lyford CISD, Willacy County. 15% of the project is in Rio Hondo ISD, Cameron County.

For more information, visit our Web site: www.window.state.lx.us/taxinfo/proptax/hb1200/index.html (50-296 * Rev. 05-10/7) Page 7
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L Application for Appraised Value Limitation on Qualified Property

NOTE: The minimum amount of qualified investment required to qualify for an appraised value limitation and the minimum amount of appraised value limilalion
vary depending on whether the school districlis classified as rural, and the taxable value of the property within the school district. For assistance in determining
eslimates of these minimums, access the Comptroller’s Web site al www.window.slate.Ix.us/laxinfo/proptax/h1200/values.himl.

A the time of application, whal is the estimated minimum qualified investment required for this school district? $10 million

What is the amount of appraised value limitation for vrhich you are applying? $10 million

Whal is your total estimated qualified investment? §27'6 M

NOTE: See 313.021(1) for full definilion. Generally, Qualified Investment is the sum of the investment in tangible personal property and buildings and nevs
improvements made between beginning of the qualifying time period (date of application final approval by the school district) and the end of the second complete

tax year.

What is the anticipated date of application approval? December 2011 -

What is the anticipated date of the beginning of the qualifying time period? 7December 201 1

What is the total estimated investment for this project for the period from the time of
application submission to the end of the limitation period? $27.6 milion

Describe the qualified investment.[See 313.021(1).]
Attach the following items to this application:

(1) a specific and detailed description of the qualified investment you propose to make on the property for which you are requesting an appraised value limitation
as defined by Tax Code §313.021,

(?) a description of any new buildings, propesed improvements or personal property which you intend to include as part of your minimum qualified investment and
(3) a map of the qualified investment showing location of new buildings or new improvements with vicinity map.

Do you intend to make at least the minimum qualified investment required by Tax Code §313.023 (or 313.053 for rural school districts)

for the relevant school district category during the qualifying time period? .. ......ovvvviiiiiiiieii e tA Yes C nNo
Except for new equipment described in Tax Code §151.318(q) or (q-1), is the proposed tangible personal property to be placed in service for the first time:
(1) in or on the new building or other new improvement for which you are applying? .......ooviiviniiii e @Myes o
(2) if not in or on the new building or other new improvement for which you are applying for an appraised value limitation,

is the personal properly necessary and ancillary to the business conducted in the new building or other new improvement?. ............ Wves o
(3) on the same parcel of land as the building for which you are applying for an appraised value limitation?. . .......ooeeiiiveniiinnns Wyes no

(“First placed in service” means the first use of the property by the taxpayer.)

Will the investment in real or personal property you propose be counted toward the minimum qualified investment required by
Tax Code §313.023, (or 313.053 for rural school districts) be first placed in service in this state during the applicable qualifying time period? . . Myes o

Does the investment in tangible personal property meet the requirements of Tax Code §313.021(1)7 «vvvvveriin i yves  Wno
If the proposed investment includes a building or a permanent, non-removable component of a building, does it house tangible personal property? (4 ves C No
QUALIFIED PROPERTY

Describe the qualified property. [See 313.021(2)] (If qualified investment describes qualified property exactly you may skip items (1), (2) and (3) below.)

Attach the following items to this application:

(1) a specific and detailed description of the qualified property for which you are requesting an appraised value limitation as defined by Tax Gode §313.021,
(?) a description of any new buildings, proposed improvements or personal property which you intend to include as part of your qualified property and

(3) a map of the qualified properly showing location of new buildings or new improvements — with vicinity map.

Land
Is the land on which you propose new construction or improvements currently located in an area designated as a reinvestment zone

under Tax Code Chapter 311 or 312 or as an enterprise zone under Government Code Chapler 23032 .. ..o vvve o Wyves Do

If you answered “no” to the question above, what is the anticipated date on which you will submit proof of a
reinvestment zone with houndaries encompassing the land on which you propose new construction or improvements?

Wwill the applicant own the land by the date of agreement BRBOULIONT, 1 cia wsoiis §5a s G o/ ssss b o i/ om simi oim s Wt 0 8w v b 50 Qves no
WIIl the Project B ON 16ASED TN . ..o e vt eeeie e e s s e b4 ves Ul No

Page 8 {50-296 * Rev, 05-10/7) For more information, visit our Web site: www.window.state.tx.us/taxinfo/proptax/hb1200/index.html



Application for Appraised Value Limitation on Qualified Property BUGCIGEIEEE

QUALIFIED PROPERTY (coNTINUED)

If the land upon which the new building or new improvement is ta be built is part of the qualified property described by §313.021(2)(A), please atlach complele
documentation, including:

1. Legal description of the land

9. Each exisling appraisal parcel number of the land on which the improvements will be constructed, regardless of whether or not all of the land described in
the current parcel will become qualified property

3. Owner
4. The current taxable value of the land, Attach estimate if land is part of larger parcel.
5. A detailed map (with a vicinity map) showing the location of the land

Attach a map of ihe reinvestment zone boundaries, certified to be accurate by either the governmental entity creating the zone, the local appraisal district, or a
licensed surveyor. {Wilh vicinity map)

Attach the order, resoluticn or ordinance establishing the zone, and the guidelines and criteria for creating the zone, if applicable.
Miscellaneous

Is the proposed project a building or new improvement 10 an existing facility? . ... ..o v e Dves no
Atlach a description of any existing improvements and include existing appraisal district account numbers.
List current market value of existing property at site as of most recent tax year. N/a
(Markel Value) (lax Year)
Is any of the existing property subject to a value limitation agreement under Tax Code 3137 ....ovvvviiininiii L Yes A No

Will all of the property for which you are requesting an appraised value limitation be free of a tax
abatement agreement entered into by a school district for the duration of the IMIAtION? . ..o e i e 4 Yes O No

WAGE AND EMPLOYMENT INFORMATION

What is the estimated number of permanent jobs (more than 1,600 hours a year), with the applicant
or a contractor of the applicant, on the proposed qualified property during the last complete quarter
before the application review start date (date your application is finally determined to be complete)?
The last complete calendar quarter before application review start date is the:

O First Quarter (A Second Quarter (] Third Quarter O Fourth Quarter of 2011

(year)
What were the number of permanent jobs (more than 1,600 hours a year) this applicant had in Texas during the most recent quarter reported to the TWG?
-0-

Note: For job definitions see TAC §9.1051(14) and Tax Code 313.021(3). If the applicant intends to apply a definition for “new job” other than TAC §9.1051(14)(C),
then please provide the definition of “new job™ as used in this application, a

Total number of new jobs that will have been created when fully operational 5
Do you plan to create al least 25 new jobs (at least 10 new jobs for rural school districts) on the land and in conneclion

wilh the new building OF OTHET IMPIOVEIMENLZ. «. ¢« tusaesaess esssae e e e mis e s a s s e bbb sttt Myves o
Do you intend to request that the governing body waive the minimum news job creation requirement, as provided under
TAR GOUB SBABODB(IAYT. . - e e s me w5 555 5 056 4450 #0000 B w8 R 4 ST SRS ST e e Myes Cno

If you answered “yes” to the question above, attach evidence documenting that the new job creation requirement above exceeds the number of employees neces-
sary for the operation, according lo industry standards. Note: Even if a minimum new joh waiver is provided, 80% of all new jobs must be qualifying jobs
pursuant {o Texas Tax Code, §313.024(d).

What is the maximum number of qualifying jobs meeting all criteria of §313.021(3) you are commitling to create? 5

If this project creates more than 1,000 new jobs, the minimum required wage for this project is 110% of the average county weekly wage for all jobs as described
by 313.021(3)(E) (ii).

If this project creates less than 1,000 new jobs, does {his district have territory in a county that meets the demographic characteristics of 313.051(2)? (see lable
of information showing this district characteristic at http:/Awne.windoy.state. Lx.us/taxinfo/proptax/nb 1200/values.himl)

If yes, the applicant must meet wage standard described in 313.051(b) (110% of the regional average weekly wage for manufacturing)
If no, the applicant shall designate one of the wage standards set out in §§313.021(5)(A) or 313.021(5)(B).

For more information, visit cur Web site: wwwwindow.state.tx.us/taxinfo/proptax/hb1200/index.html (50-296 + Rev, 05-10/7) Page 9



PPN Application for Appraised Value Limitation on Qualified Property

WAGE AND EMPLOYMENT INFORMATION (coNTINUED) _

For the following lhree wage calculations please include on an allachment the four moslt recent quarters of data for each wage calculation. Show the average and
the 110% calculation. Include documentation from TWG Web site. The final actual statutory minimum annual wage requirement for the applicant for each qualifying
job — which may ditfer slightly from this estimate — will be based on information from the four quarterly periods for which dala were available al the time of the

applicalion review start date (date of a completed application). See TAG §9.1051(7).
554,13

110% of the county average weekly wage for all jobs (all industries) in the county is " _

812.08

110% of the county average weekly wage for manufacturing jobs in the county is N

110% of the county average weekly wage for manufacturing jobs in the region is 631.40
Please identify which Tax Code section you are using to estimate the wage standard required for this project:

D§313.021(5)(A) o (1§313.021(5)(B) or  L1§313.021(3)(E)ii), or (A§313.061(b)?

What is the estimated minimum required annual wage for each qualifying job
hased on the qualified property? 32,832.80

What is the estimated minimum required annual wage you are committing 38.664
to pay for each of the qualifying jobs you create on the qualified property? !

Will 80% of all new jobs created by the owner be qualifying jobs as defined by 313.021(3)7.......oooiiiiiiiiii (A ves o
Will each qualifying job require at [east 1,600 0f WOTK @ YBAIT .. ... ovvueuausrassesn e iatsssasasn s bt st Ayes o
Will any of the qualifying jobs be jobs transferred from one area OF e St E T ANOHBIY . v ssmsmn vmmne ssmivese wmaimmmmosen o vpase o wroms  ves A no
Will any of the QUAlifying JoDS DB TELAINEA JODS?. ... .. ... eeseses e et e e et e Cves no
Will any of the qualifying jobs be created to replace a previous eMPIOYER? ... ... ... evusinuine et s s ss e Oves [Ano
Will any required qualifying jobs be filled by employees of CONACIOTS? . ...+ veveveeee ettt Oves A No

If yes, what percent?

Does the applicant or contractor of the applicant offer to pay at least 80% of the employee’s health insurance

DIRIIUM fOF €8CN QUANIIYING JOD? .. -+ + -« e e e eeea e s s ettt et Mvyes o

Describe each type of benefits to be offered to qualifying jobholders. (Use altachments as necessary.)

See Attachment: Wage & Employment Benefits for Qualifying Job Holders

ECONOMIC IMPACT

Is an Fconomic Impact Analysis attached (If supplied by other than the Comptroller's office)? . ..vovorvr i vyes o
Is Schedule A completed and signed for all years and AUACKEAT .. .. .. ...ouuvunenrr ittt Ayes ONo
Is Schedule B completed and signed for all years and attached? . .......ooovooiiiiniin i Myes CNo
Is Schedule C {Application) completed and signed for all years and AICACHBIET 2o v msieayesy v o vem o Ao i 5 o o5 S0 4T 08 e A5 Mves Clno
Is Schedule D completed and signed for all years and AllACREAT .. .. .. ... .vvervsrvr et ettt e et Myes Ono

Note: Excel spreadsheet versions of schedules are available for download and priniing at URL listed below.

If there are any other payments made in the state or economic information that you believe should be included in the economic analysis, please attach a separate
schedule showing the amount for each year affected, including an explanation.

Page 10 (S0-296 * Rev. 05-10/7) For more infarmation, visit our Web site: wwvwindow.state.lx.us/taxinfo/proptax/hb1200/index.html



Application for Appraised Value Limitation on Qualified Property

Form 50-296

'CONFIDENTIALITY NOTICE _

Property Tax Limitation Agreement Applications
Texas Government Code Chapter 313
Confidential Information Submitted to the Comptroller

Generally, an application for properly tax value limilation, the
information provided therein, and documents submitted in support
thereof, are considered public information subject to release under
the Texas Public Information Act.

There is an exception, outlined below, by which information will be
withheld from disclosure.

The Comptroller's office will withhold information from public
release if:

1) it describes the specific processes or business aclivities to
be conducted or the specific tangible personal property to be
located on real properly covered by the application;

2) the information has been segregated in the application from
other information in the application; and

3) the party requesting confidentiality provides the
Comptroller’s office a list of the documents for which confi-
dentiality is sought and for each document lists the specific
reasons, including any relevant legal authority, stating why
the material is believed to be confidential.

All applications and parts of applications which are not segregated
and marked as confidential as outlined above will be considered
public information and will be posted on the internet.

Such information properly identified as confidential will be with-
held from public release unless and until the governing body of the
school district acts on the application, or we are directed to do so
by a ruling from the Attorney General.

Other information in the custody of a school district or the comp-
troller submitted in connection with the application, including infor-
mation related lo the economic impact of a project or the essential
elements of eligibility under Texas Tax Code, Chapter 313, such as

the nature and amount of the projected investment, employment,
wages, and benefits, will not be considered confidential business
information and will be posted on the internet.

All documents submilted to the Comptroller, as well as all informa-
tion in the application once the school district acls thereon, are
subject to public release unless specific parts of the application or
documents submitted with the application are identified as confi-
dential. Any person seeking to limit disclosure of such submitted
records is advised to consult with their legal counsel regarding
disclosure issues and also to take the appropriate precautions to
safequard copyrighted material, trade secrets, or any other proprie-
tary information, The Comptroller assumes no obligation or respon-
sibility relating to the disclosure or nondisclosure of information
submitted by respondents. A person seeking lo limit disclosure of
information must submit in writing specific detailed reasons, includ-
ing any relevant legal authority, stating why that person believes
the material lo be confidential.

The following outlines how the Comptroller’s office will handle
requests for information submitted under the Texas Public
Information Act for application portions and submitted records
appropriately identified as confidential. :

« This office shall forward the request for records and a copy of
the documents at issue 1o the Texas Attorney General's office
for an opinion on whether such information may be withheld
from disclosure under the Texas Public Information Act.

s The Comptroller will notify the person who submitted the
application/documents when ihe information is forwarded to
the Attorney General's office.

» Please be aware that this Office is obligated to comply with
an Attorney General’s decision, including release of informa-
tion ruled public even if it was marked confidential.

For more informalion, visit our Web sile: www.window.slate.tx.us/taxinfo/proptax/hb1200/index.html

(50-296 * Rev, 05-10/7) Page 11



LALLM Application for Appraised Value Limitation on Qualified Property

COMPANY CHECKLIST AND REQUESTED ATTACHMENTS
Checklist | Page X of 16 ‘ Check Completed

1
1 i Cerlification pages signed and dated by Aulhorized Business Representative (applicant) 4 of 16
|

2 | Proof of Payment of Application Fee (Attachment) ‘ 5o0f 16

For applicant members, documentation of Combined Group membership under Texas Tax ‘
3 | Gode 171.0001(7) 5of 16
(if Applicable) (Atlachment)

v
v
v
4 | Detailed description of the project ‘ 6 of 16 ‘ /
5 ' :jflprcl)iecl is It;cated in more than one dislrict, name other districts z;nd list percentage in each 7of 16 /
istrict (Attachment) ) .
6 Description of Qualified Investment (Atiachment) 8 of 16 f
7 M_ap qf ggalified investment showing location of new buildings or new improvements . 8of 16 J
- | with vicinity map. B
8 | Description of Qualified Property (Attachment) 8of 16 v
9 | Map of qualified property showing location of new buildings or new improvernents with vi-ciniiy map 8 of 16 /
10 Descriptio; of Land (Aﬂ_achrnent) - . 90f 16 f
11 | A detailed map showing Iocaiior; of the land with vicinity map. 9 of 16 /
12 | A description of all existing (if any) improvernents (Attachment) 9 of 16
13 ; Request for Waivér of Job Creation He_quirement (if applicab!;) (Attachment) | - 9 of 16
1-4 Calculation of three possible wage requirements with TWC documentation. (Attachment) [ 10 of 16 /
15 Descripti_o-n ofBenglls _ _ 10 of 16 v
16 | Economic Impact (if applicable) 7 _ 10 of 16
_ 17 7 Schedule A completed and signed 7 13 of 16 /_
18 Sched_ule B completed and signed “ 14 of 16 /
19 Schedu[e_C (Application) cum;lleled and signed _ 15 of 16 /_
20 | Schedule D completed and signed 16 of 16 /
Map of F_{einves1men!-Zone (Rﬂachaenl) (Showing the actual or proposed boundaries a;\d .
21 | size, Cerlified to be accurate by either the government enlity creating the zone, the local 9 of 16 /
aPpraisal district, or a !ic_ensed surveyor, with vicinity map)*
22 ' Order, Resolution, or Ordinance Establishing the Zone (Attachment)* 9of 16 /
23 Legal Description of Reinvestment Zone (Attachment)* | 9 of 16 /
24  Guidelines and Criteria for Reinvestment Zone(Attachment)* ; 9 of 16 (

*To be submitted with application or before date of final application approval by school board.

Page 12 (50-296 * Rev. 05-10/7) For more informalion, visit our Web site: www.window.slate.Ix.us/taxinfo/proptax/hb1200findex.html



Authorizad Gompany Consultant (If Applicablo)

First Homa Last Nema

Robert Pena, Jr.
e
General Parlner

i Hama

Texas Lnergy Consultants

Stieet Addiess

2516 West Freddy Gonzalez Dr

Matng Addiess

P O Box 1847

Ciiy Slala Falg
Edinburg ‘Texas 78539

Thone Number | Fax Rurmber

956-207-3644 877-341-4474

Fustnees ena | Addecss

|- o ot i e T RS R e S e T

| am the aulhorized representative for the business entily for the purpose of fifing this application. | understand thal this application is a governmenl record as
defined in Chapler 37 af the Texas Penal Gode, The informalion contained in Whis application Is tewe and correcl Lo the bes! of my knovdedge and belicl,

| hereby certify and affirn thal the business enlily | represent is In good standing under the laws of the state In which the business enlity was organized and thal
no delinquent taxes are oved to the State of Texas.

signalure Mh ized Husinass ltep%n'ah\
6&' )\

GIVEN under my hand and seal of office this l

i Da'e
|

) 1

day of ;;&PLUY\\D@(‘ 20\ \

N
C’Lr L«)QCU)&/
‘p‘\{% Eiln Pale Notary Public, State of WL_ _ -

%(

da My Commission Expires
6\\' 01/20/12015
;1

(Nolary Seal)

My commission explres \ }’)* B , 1S

If you make a falso statement on this applicatlon, you could he found gullly of a Class A misdemeanor or a slale Jall felony undor Toxas Penal Codo § 37.10.

1 or moge information, visitoor Web site: wwnwindow.statelxusfiaxinfo/proptaxihb1200/index.himl

Tage 4 (50226 + Rev. 05-10/7)




Proof of payment of filing fee received by the
Comptroller of Public Accounts per TAC Rule
§9.1054 (b)(5)

(Page Inserted by Office of Texas Comptroller of Public
Accounts)
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ATTACHMENTS

PROJECT DESCRIPTION
Pg 6

Question 1

The proposed project will consist of a facility designed to use wind power to generate electricity
(otherwise known as a wind farm). The Applicant expects to build the proposed project to be
operational in 1* quarter 2013 with 85% of the construction to be with in the jurisdictional boundaries
of Lyford 1SD and Willacy County and 15% of the project to be with in the jurisdictional boundaries of Rio
Hondo 1SD, Cameron County. The Applicant will commence construction on or before January 2012 and
expects to complete construction within one year. The Applicant expects to meel the minimum
qualified investment threshold referenced, by December 2013, All property for which the Applicant is
seeking a limitation on appraised value will be owned by the Applicant.

Question 2

Duke Energy Generation (DEGS WIND 1) is a U.S. developer of wind projects, and has operations in
several regions and states within the contiguous United States that has sufficient prevailing wind
conditions conducive to wind power generation. However, after the Los Vientos wind power project has
completed construction the nature of the improvements makes them not readily movable to other
locations. The wind turbines and supporting infrastructure are long-lived assets engineered and
designed specifically for this project location. The cost of installing the improvements on the site is
substantial and the cost to remove, redesign, and relocate the improvements to a different location

would be even more substantial,

Also, power sales agreements have terms of up to 25 years, and are specific to a certain project, wind
characteristics, and electrical delivery point. Therefore, moving the improvements to a different location
is not permissible under the contract that provides the project with its primary revenue source.

In summary, relocating the improvements to another location, whether in-state or out-of-state, would
be both impractical and likely detrimental to the economics of the project.



ATTACHMENTS

PROJECT SCOPE, INFORMATION, and SIZE
Pp 7

The total proposed project the Applicant intends to construct and operate consists of, but NOT limited
to, 200 wind turbines to be constructed in two (2) phases commencing after January 2012, Phase 1A, is
situated in Cameron and Willacy Counties, within the Rio Hondo and Lyford ISD, and should be complete
in December 2013. The construction with installation of turbines of Phase 1B will commence on or about
June 2012 and complete construction on or about June 2013, Both phases are expected to he fully

operational on or about December 2013.

To date, the Applicant has acquired leases on approximately 22,000 acres of land within the surrounding
area of southern Willacy County and northern Cameron County with 85% of the project area
incorporated within the Lyford ISD in Willacy County. The remaining 15% of project area will be
constructed in the Rio Hondo 1SD, Cameron County area.

When completed the Los Vientos wind project will add over $46 million to the ad valorem tax rolls of
Cameron County and Rio Hondo ISD. The Project will significantly enhance sales and use taxes for the

state and local area, particularly during the construction period.



Attachment 5

Eighty-five percent (85%) of the project is located with the Lyford CISD. Fifteen percent (15%) is located

within Rio Hondo ISD, in Cameron County.



ATTACHMENTS

INVESTMENT
Page 8

(1) A specific and detailed description of the qualified investment you propose to make on the
property for which you are requesting and appraised value limitation as defined by Tax Code

$313.021,

The Applicant is requesting an appraised value limitation on all of the properly constructed or placed
upon the real properly described and shown In Map Exhibit within Rio Hondo 1SD, which is located in
cameron County, Texas. The properly for which the Applicant is requesting an appraised value
limitation shall include, but is NOT limited to, the following: approximately 40 wind turbines, ranging
from 1.8 to 2.3 megawatis to generate approximately 100 megawatls of power; 40 reinforced concrete
foundations supporting the weight of each turbine tower; A0 electric power transformers; electric poles
and conductor cables used to transport electricity from each turbine tower to an electrical substation;
substation and approximately 1.5 miles of 138kV transmission line used to transport the electricity off

the project site to an existing AEP substation.

Additionally, the map provided does not present the location of the improvements; however all of the
improvements that make up the amount of qualified investment will be made within the Project
mvestment Area as shown on Map Exhibit. The applicant will provide a map with the location of the

improvements in the near future.

None of the abovementioned property is covered under an existing County Appraisal District account
number.

(2) A description of any new buildings, proposed improvements or personal propeily which you
intend to include as part of your minimum qualified investment.
The Applicant intends to construct a building(s) to house maintenance and operations, supplies,

replacement parts and other miscellaneous related equipment. At this time the applicant has not yet
determined the location of the building improvements; however all building improvements will be

located within the project area.

(3) A map of the qualified investment area.

Attached within the proposal is a Map Exhibit of the qualified investment area.
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Attachment 8

The property for which the Applicant is requesting an appraised value limilation shall include the
following: approximately 40 wind turbines, ranging from 1.8 lo 2.3 megawalls lo generate approximately
100 megawalls of power; 40 reinforced concrete foundalions supporling the weight of each turbine lower;
40 electric power transformers; electric poles and conductor cables used to transporl electricity from each
turbine tower to an electrical substation; substation and approximately 1.5 miles of 138kV {ransmission
line used to transporl the electricily off the project site to an existing AEP substation.

The Applicant intends to construct a building(s) to house maintenance and operations, supplies,
replacement parls and other miscellaneous related equipment.



Attachment 9

See Attachment 7



Exhibit A

Legal Description of Reinvestment Zone
Containing, Proposed Project

The real property in Cameron County, being:

‘I'he South 100 ac., and North 100 ac. of Tract 246, ABST 27, OJO DL AGUA GRANT, Cameron
Counly, Texas. Volume 14731, pg 314 (Prop 1D 197769)

The South 100 ac., and North 100 ac. of Tract 247, ABST 27, 0JO DIE AGUA GRANT, Cameron
Counly, Texas, Volume 14734, pg 31 4. (Prop 1D 197770)

The South 100 ac., and North 100 ac, of Tract 248, ABST 27, 0JO DE AGUA GRANT, Cameron
Counly, Texas, Volume 14734, pg 314. (Prop 1D 197771)

Being a tract of land containing 1,017.27 acres, more or less, out of Tract No. 251, Ojo de Agua
Grant, Abstract No, 27, Cameron Counly, Texas.

Being Tract XIX, Parcel G conlaining 650 acres, more or less, out of Lot Six, Arroyo Palisades
Iistates (80 Ac); Lot 7, Arroyo Palisacles Esates (70 Ac); East 19.26 Ac of Tract 251, Ojo de Agua;
Wesl 10 acres of Lot 12 and all of Lots 1,2,3,4,5,8,9,10 and 11 of Arroyo Palisades lislales,
Cameron Counly, Texas.

That certain real property generally described as approximalely 385,09 Acres of land out of Tracl
253 of the Judicial Partition of the "OJO DE AGUA GRANT?, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed
for record on February 11, 1936, in Volume 254, "ages 251-354 of the Cameron Counly Deed

Records, Cameron County, Texas

That certain real property generally described as approximately 454,96 Acres of land out of Tract
245 of the Judicial Partition of the “0JO DE AGUA GRANT”, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron County Deed Records,

Cameron Counly, Texas

That certain real property generally described as approximately 250,79 Acres of land out of Tract
245 of the Judicial Partition of the “OJO DE AGUA GRANT?, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron Counly Deed Records,

Cameron Counly, Texas

That certain real property generally described as approximalely 232,91 Acres of land out of Tracl
245 of the Judicial Partition of the “OJO DE AGUA GRANT”, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron Counly Deed Records,

Cameron Counly, Texas.



Attachment 11

See Attachment 7



Attachment 12

N/A
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DUKE ENERGY CORPORATION

5655 Sen Fe'pa Sheel

Houslon, Texas 17050

F13 30647 ofi

A3 410 8545 fox

August 1, 2011

Mrs. Anneliese McMinn, Superintendent
Rio Hondo Independent School District
215 Weslt Colorado Streel

Rio Hondo, TX 78583

Re: Ch-313 Application for Appraised Value Limitation — Job Waiver Request

Dear Mrs Mehinn,

This letter is to advise you that Duke Energy Renewables is submitting its Chapter 313 Application
for Appraised Value Limitation on Qualified Property with a request for a waiver of the jobs creation
requirement. House Bill 1470 altered the jobs requirement by adding Section 313.025 (1-1) to permil
a school distrie’s board of trustees to make a finding that the job requirement could be waived il'the
job requirement exceeds the industry standard for the number of employees reasonably necessary for
the operation of the facility of the property owner that is deseribed in the application.

DEGS Wind I, LLC, requests that Rio Hondo 1SD’s Board of Trustees make such a finding and
waive the job creation requirement for the permanent jobs. Based on the industry standard, the size
and scope of this project will require approximately five (5) permancnt jobs.

As background information on the creation of Tull-time jobs by wind energy projects, these type of’
projects crate a large number of full-time, temporary jobs during the construction phase, bul require a
small number of highly skilled technicians to operate a wind project once construction operations

cease and commercial operations begin.

The permanent employees of a wind project maintain and service wind turbines, underground
clectrical connections, substations and other infrastructure associated with the safe and veliable
operation of the praject. ‘The industry standard for permanent employment is one full-time employce
for every fificen to twenty (15-20) (urbines, although this number varies depending on the turbines
selected as well as the support and technical assistance offered by the turbine manufacturer.  In
addition to the onsite employces described, there may be assel managers or technicians who
. and support the wind project operations from offsite locations. However, please

supervise, monitor.
MW project during construction for local business is aboul

note that the economie impact for a 200
$10 mm and $5 mm per year thereafter.,

Sillcﬂ&]}%
).

g7
vl illtl

"

vave. duke-eaergy.com



Checklist ltem 14

ATTACHMENT

CALCULATION OF WAGE REQUIREMENTS-CAMERON COUNTY

2011 1Q 480
2010 200 493
2010 3Q 496
2010 4Q 546

2015/4 = $503.75 average weekly salary
X 1.1 (110%)
$550,13 110% of County Average Weekly Wage for all Jobs

110% of County Average Weekly Wage for Manufacturing Johs In County

2011 1Q 716
2010 2Q 698
2010 3Q 709
2010 4Q 830

2953/4 = §738.25 average weekly salary

X 1.1 (110%)
$812.08 110% of County Average Weekly Wage for Manufacturing Jobs

110 % of County Average Weekly Wage for Manufacturing Johs in Reglon
(Lower Rio Grande Valley)

$14.35 per hour
X 40 hr per week
$ 574.00 average weekly salary

$574 average weekly salary
X 1.10 (110%)
$631.40

$759.88
X 52 weeks
4$32,832.80 110% of County Average Weekly Wage for all Jobs in Region



2010 Manufaciuring Wages by Council of Governmeni egion

Wages for All Oceupations

CcOG

Texas

[0
I

12,
13,
14,
IS,
16,
17,
18.
19.

20.
2.
22.
23.
24,

Panhandle Repional Planning, Commission

South Plains Association ol Governments

CNORTEX Regional Planning, Commission
“North Central Texas Council of Governmenls
. Ark-Tex Council of Governments

CPast Texas Council ol Governmenls

CWaest Central Texas Council of Govermmenls

, Rio Grande Council of Governments
Permian Basin Regional Planning, Comimission

. Concho Valley Council ol Governments

CHeart of Texas Council of Governments

Capital Area Council of Governments

Brazos Valley Council ol Governments

Deep East Texas Council of Governments

South East Texas Regional Planning Connmission
Houston-Galveston Area Council

Golden Crescent Regional Planning, Commission
Alamo Area Council of Governments

South Texas Development Council

Coastal Bend Council of Governments

Lower Rio Grande Valley Development Council

Texoma Council of Governments

Cenlral Texas Council ol Governments

Middle Rio Grande Development € ‘ouneil

Source: Texas Occupational Employment and Wages

Data published: June 2011

Data published annually, next update will be June 2012,

Note: Data is not supporied by the Bureau of Labor Statistics (BLS).

Wages
Hourly

$18.60
$16.21
$18.34
$23.45
$15.49
$17.63
$17.48
$15.71
$19.90
$15.33
$17.91
$25.37
$15.24
$15.71
$27.56
$24.52
$20.07
$17.28
$13.27
$21.55
$14.35
$18.10
$17.21
$13.21

Annual

$38,683
$33,717
$38,153
$48,711
$32,224
$306,672
$36,352
$32,683
$41,398
$31,891

$37,257
$52,778
$31,705
$32,682
$57,333
$51,002
$41,738
$35,952
$27,601

$44,822
$29,846
$37,651

$35,788
$27,471

Wage data is produced from Texas OES data, and is not (o be compared to BLS eslimales.
Data intended for TAC 313 purposes only.



Texas LMCI TRACER, Data Link

Quarterly Employment and Wages (QCEW)

E#'Year !‘_¢|Period ;#IArea

2010
2010
2010
2011
2011
2010
2010
2010

2nd Qlr
3rd Qtr
4th Qtr
1st Qtr
1st Qlr
4th Qtr
3rd Qtr
2nd Qlr

Cameron County
Cameron County
Cameron County
Cameron County
Cameron County
Cameron Counly
Cameron Counly
Cameron County

A (

v Ownership ‘
Private
Private
Private
Private
Private
Private
Private
Private

v

00
00
00
00
3
31
3N
31

NN NN OO O O O

10
10
10
10
31-33
31-33
31-33
31-33

http://www.tracerZ.com/cgi/dataAnalysis/ IndustryReport.asp

Page | of |

[iickl

Page 1 of 1 (40 results/page)

"‘lDivision I#ILeveI {#Ilnd Code l::lnclustuy

Total, All Industries
Total, All Industries
Total, All Industries
Total, All Industries
Manufacturing
Manufacturing
Manufacturing
Manufacturing

#:Avg Weekly Wages

$493
$496
$545
$479
$716
$830
$709
$698

9/20/2011



ATTACHMENTS

WAGE & EMPLOYMENT BENEFITS FOR QUALIFYING JOBHOLDERS
Page 10

Qualified employees of the Project Operator and its Subcontractors employed at the wind farm will be
offered full package benefits including medical, dental and life insurance of which a portion of the
premiums will be paid for by the LLC. In addition, each employee will receive are wide competitive

vacation time, sick leave, and skills training.



Occupational & Employment Statistics: Lstimate Delivery System age | ol 2,

Search Stalistics Overview Inclustries Areas Ocoupalions ; .
} . PARONS i ook different?

o & ok " 3 A i ean Infry bR, idedia
Loboi L] sl | revions | Nexi | Vi Oce, coded iy empl ! ! " fan
wigoe AT RIS (SATITE

cameron County "
+ -1 i ."Il'-w. 3 =3

oclal and Connmnundy i PLEarge L1 LB ) P . M
16.1 ) T i a4,

Al indusivie
Compensation Suwmmary } ( I '

gocial and Commuilty Service Managers working RN

in Cameron County can expect lo earn a median

cash salary of $29,580 or $14.23 per hour, The

median wage is the 50th percentlle wage estimate--

50 percent of workers carn less than the median and l J I I | : |

50 percent of workers earn more. C = < I »
L

Half of the people In this job carn belween $21,049
($10.2.2 par houwr) and 37,166 ($17.87 per
hour)(i.c., between the 25th and 75th percentiles).
An entry level worker can expect to earn $19,393
($9.32 per hour) while an experlenced worker can
expect Lo earn $40,638 ($19.54 per hour).

Annual wages have been calculated by multiplylng

the hourly wage by a "year-round, full-time" hours

figure of 2080 hours. For those occupations where

there is not an hourly wage published, the annual

wage has been directly calculated from the reported survey data.

These estimales are based on 38 mall surveys of establishments in the area taken through June, 2010 and have a relative
standard error of 10.50%. The relative standard error (RSE) is a measure of the reliability of a survey statistic. The smaller

the relative standard error, the more precise the estimate.

Geographic Comparison

The median salary for people working in this occupation and industey is $22,627 less than the statewide average of

$%52,215 ($25.10 per hour).

Job Duties and Responsibilities

Plan, organize, or coordinate the activitles of a soclal service program or community oulreach organization. Oversee the
program or organization's budget and policles regarding participant involvement, program requirements, and benefits. Work

may involve directing soclal workers, counselors, or probation officers.

i Fmployment by Industry

VO [[JHealth Care and Social Assistance
ba . [)0ther Services (excepl Public Admin,..
Cl O [[1Public Adninistration

[F1n11 other industrics

e

hllp://www.lc.\'usinduslryproﬁIcs.c()m/npps/win/cds. php?compare=2&page=0 8/4/2011
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A Resolution and Oyder Approving Designation of
1,05 Vientos Reinvestment Zone No, |

The Board of Directors ol Rio Hondo [SD, Cameron County, Texas, meeling in regular
session on September 2011, considered the following resolution:

WHEREAS, Rio Hondo 1SD, Cameron County Texas considered the creation of
(he Los Vientos Reinvestment Zone No. 1 (the “Zone”);

WHERIAS, the Board has determined (hat the designation of the Zone will
contribute to the retention or expansion of primary employment and will attract major
investment in the Zone that will benefit the Zone and will contribute to the economic

development of the County;

BI I'T ORDERED BY THE BOARD OF DIRECTORS OF RIO HONDO ISD,
CAMERON COUNTY, TEXAS AS FOLLOWS:

I. That the Board designates the property located in Cameron County, having the
boundary description in Exhibit A and shown on the map in Exhibit B, both
atlached to this Order, as the Los Vientos Reinvestment Zone No. | (“the
Zone”), having determined that the designation will contribute to the retention
or expansion of primary employment and will attract major investment in the
Zone and will contribute to the economic development of the County, and

2. That the zone shall be called “Los Vientos Reinvestment Zone No, 17

PASSED AND APPROVED at this public hearing of the Board of Directors meeling, at

which a quorum was present, on the day of September, 2011,
J— Date:

Noemi Garza

President

ATTESTED: Date:

Susan G. Lopez, Board Sccretary



BExhibit A

Lepal Descriplion of Reinvestmenl Zone
Conlaining, Proposed Project

The real properly in Cameron County, being;:

The South 100 ac., and North 100 ac. of Tract 246, ABST 27, OJO DI AGUA GRANT, Cameron
Counly, Texas. Volume 14734, pg 314 (Prop 1D 197769)

The Soulh 100 ac., and North 100 ac. of Tracl 247, ABST 27, 0JO DE AGUA GRANT, Cameron
Counly, Texas, Volume 14734, pg 314. (Prop 1D 197770)

The South 100 ac., and North 100 ac, of Tract 248, ABST 27, 0JO DE AGUA GRANT, Cameron
Counly, Texas, Volume 14734, pg 314. (Prop 1D 197771)

Being a tract of land containing 1,017.27 acres, more or less, oul of Tract No, 251, Ojo de Agua
Grant, Abstract No. 27, Cameron County, Texas.

Being Tract XIX, Parcel G conlaining 650 acres, more or less, out of Lot Six, Arroyo Palisades
Listates (80 Ac); Lot 7, Arroyo Palisades Esales (70 Ac); Bast 19.26 Ac of Tract 251, Ojo de Agua;
Wesl 10 acres of Lot 12 and all of Lots 1,2,34,5,8,9,10 and 11 of Avroyo Palisades lislales,
Cameron Counly, Texas.

That certain real property generally described as approximately 385,09 Acres of land out of Tracl
253 of the Judicial Partition of the “OJO DE AGUA GRANT”, situated in Cameron County, Texas,
as shown by judgment dated Mary 27,1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed

for record on February 11, 1936, in Volume 254, Pages 251-354 of the Cameron County Deed

Records, Cameron County, Texas

That certain real property generally described as approximately 454,96 Acres of land out of Tract
245 of the Judicial Partition of the “OJO DE AGUA GRANT”, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed

for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron County Deed Records,

Cameron Counly, Texas

That certain real property generally described as approximalely 250,79 Acres of land out of Tract
245 of the Judicial Partition of the “OJO DE AGUA GRANT, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a cerlified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron County Deed Records,

Cameron Counly, Texas

Thal certain real property generally described as approximalely 232,91 Aeres of land oul of Tracl
245 of the Judicial Partition of the “0JO DE AGUA GRANT”, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a cerlified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron Counly Deed Records,

Cameron Counly, Texas.



Ixhibit B

Map of Reinvestment Zone
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Attachment B

Certificate of Account Status



11122111 COA - Generale Franchise Tax Cerlification of Account Stalus Page

@"' \Vi“(](]\’\' Ol Si atc ( .;{)\."(‘.I'HI]](‘,I'H' Susan Combs Texas Comptroller of Public Accounts

. %)\( Taxable Entity Search Results

Franchise Tax Certification of Account Status

This Certification Not Sufficient for Filings with Secretary of State

Obtain a certification sufficient for filings with the Secretary of State.

[Certiﬁcation of Account Status ] mfﬁcers And Directors lnformationJ
Entity Information: DEGS WIND 1, LL.C

400 S TRYON # ST22M
CHARLOTTE, NC 28285-1900

Status: TEMPORARY GOOD STANDING
through January 16, 2012

Registered Agent: C T CORPORATION SYSTEM
350 N. ST. PAUL ST. STE. 2900
DALLAS, TX 75201

Registered Agent Resignation Date:

State of Formation: DE

File Number: 0800877409

SOS Registration Date: September 27, 2007

Taxpayer Number: 32033832885

texas.gov | Statewide Search from the Texas State Library | State Link Policy | Texas Homeland
Security

Susan Combs, Texas Comptroller ¢ Window on State Government e Contact Us
Privacy and Security Policy | Accessibility Policy | Link Policy | Public Information Act | Compact
with Texans

h1lps:ilourcpa.cpa.state.tx.uslcoafservlen‘cpa.app.coa.CoaGetTp?Pg=tpid&..‘



Attachment C

State Comptroller’s Recommendation



November 21, 2011

Anneliese McMinn

Superintendent

Rio Hondo Independent School District
215 W. Colorado

Rio Hondo, Texas 78583-0220

Dear Superintendent McMinn:

On Oct. 24, 2011, the agency received the completed application for a limitation on appraised value
originally submitted to the Rio Hondo Independent School District (Rio Hondo ISD) by DEGS Wind 1,
LLC (DEGS Wind) on Aug. 3, 2011, under the provisions of Tax Code Chapter 313, This letter presents
the Comptroller’s recommendation regarding DEGS Wind’s application as required by Section
313.025(d), using the criteria set out by Section 313.026. Our review assumes the truth and accuracy of
the statements in the application and that, if the application is approved, the applicant would perform
according to the provisions of the agreement reached with the school district, Filing an application
containing false information is a criminal offense under Texas Penal Code Chapter 37.

According to the provisions of Chapter 313, Rio Hondo ISD is currently classified as a rural school
district in Category 3. The applicant properly applied under the provisions of Subchapter C, as applicable
to rural school districts, and the amount of proposed qualified investment ($27,600,000) is consistent with
the proposed appraised value limitation sought ($10 million). The property value limitation amount noted
in this recommendation is based on property values available at the time of application and may change
prior to the execution of any final agreement.

DEGS Wind is proposing the construction of a wind power electric generation facility in Cameron
County. DEGS Wind is an active franchise taxpayer, s required by Tax Code Section 313.024(a), and is
in good standing. After reviewing the application using the criteria listed in Section 313.026, and the
information provided by DEGS Wind, the Comproller’s recommendation is that DEGS Wind's
application under Tax Code Chapter 313 be approved.

Our recommendation does not address whether the applicant has complied with all Chapter 313
requirements, Chapter 313 places the responsibility to verify that all requirements of the statute have been
fulfilled on the school district. Section 313,025 requires the school district to determine if the evidence
supports making specific findings that the information in the application is true and correct, the applicant
is eligible for a limitation and that granting the application is in the best interest of the school district and
state. When approving a job waiver requested under Section 313.025(f-1), the school district must also
find that the statutory jobs creation requirement exceeds the industry standard for the number of
employees reasonably necessary for the operation of the facility. As stated above, we prepared the
recommendation by generally reviewing the application and supporting documentation in light of the
Section 313.026 criteria and a cursory review of the industry standard evidence necessary to support the
waiver of the required number of jobs.
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The Comptroller’s recommendation is based on the final, completed application that has been submitted
to this office, and may not be used to support an approval if the application is modified, the information
presented in the application changes, or the limitation agreement does not conform to the application.
This recommendation is contingent on the following:
1. No later than 10 days prior to the meeting scheduled by the district to consider approving
the agreement, applicant submitting to this office a draft limitation agreement that
complies with the statutes, the Comptrotler’s rules, and is consistent with the application;
2. The Comptroller providing written confirmation that it received and reviewed the draft
agreement and affirming the recommendation made in this letter;
3, The district approving and executing a limitation agreement that has been reviewed by
this office within a year from the date of this letter. As required by Comptroller Rule
9.1055 (34 T.A.C. 9.1055), the signed limitation agreement must be forwarded to our
office as soon as possible after execution.

During the 815t Legislative Session, House Bill 3676 made a number of changes to the chapter. Please
visit our Web site at www.window.state.tx.us/taxinfo/proptax/hb 1200 to find an outline of the program
and links to applicable rules and forms.

Should you have any questions, please contact Robert Wood, director of Economic Development &
Analysis Division, by email at robert.wood @cpa.state.tx.us or by phone at 1-800-531-5441, ext. 3-3973,
or direct in Austin at 512-463-3973,

Sincerely,

Deputy Comptroller
Enclosure

cc: Robert Wood



Attachment D

Economic Analysis



Economic Impact for Chapter 313 Profect

Applicant

DEGS Wind I, LLC

Tax Code, 313.024 Eligibility Category

Renewable Energy Electric Generation - Wind

School District Rio Hondo ISD
2009-10 Enrollment in School District 2,309
County Cameron
Total Investment in District $27,600,000
Qualified Investment $27,600,000
Limitation Amount $10,000,000
Number of total jobs committed to by applicant 3*
Number of qualifying jobs committed to by applicant 5
Average Weekly Wage of Qualifying Jobs committed to by applicant $744
Minimum Weekly Wage Required Tax Code, 313.051(b) $631
Minimum Annual Wage committed to by applicant for qualified jobs $38,664
Investment per Qualifying Job $5,520,000
Estimated 15 year M&O levy without any limit or credit: $3,318,151
Estimated gross 15 year M&O tax benefit $1,341,746
Estimated 15 year M&O tax benefit (after deductions for estimated

school district revenue protection--but not including any deduction

for supplemental payments or extraordinary educational expenses): $1,018,585
Tax Credits (estimated - part of total tax benefit in the two lines

above - appropriated through Foundation School Program) $206,833
Net M&O Tax (15 years) After Limitation, Credits and Revenue

Protection: $2,299,566
Tax benefit as a percentage of what applicant would have paid

without value limitation agreement (percentage exempted) 30,7%
Percentage of lax benefit due to the limitation 84.6%
Percentage of tax benefit due to the credit. 15.4%

* Applicant is requesting district to waive requirement to create
minimurm number of qualifying jobs pursuant to Tax Code,
313.025 (f-1).




This presents the Comptroller’s economic impact evaluation of DEGS Wind (the project) applying to Rio Hondo
Independent School District (the district), as required by Tax Code, 313,026, This evaluation is based on
information provided by the applicant and examines the following criteria:

0]
(2)
(3)
(4)
(5)

(6)
(N
(8)
€)
(10)

(11
(12)

(13)
(14)

(15)
(16)

(7

(18)

(19)
(20)

the recommendations of the compiroller;

the name of the school district;

the name of the applicant;

the general nature of the applicant’s investment;

the relationship between the applicant’s industry and the types of qualifying jobs to be created by the

applicant to the long-term economic growth plans of this state as described in the strategic plan for economic

development submitted by the Texas Strategic Economic Development Planning Commission under Section

481.033, Government Code, as that section existed before February 1, 1999;

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

the number of qualifying jobs to be created by the applicant;

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

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

the impact the project will have on this state and individual local units of government, including:

(A) tax and other revenue gains, direct or indirect, that would be realized during the qualifying time period,
the limitation period, and a period of time after the limitation period considered appropriate by the
comptroller; and

(B) economic effects of the project, including the impact on jobs and income, during the qualifying time
period, the limitation period, and a period of time afier the limitation period considered appropriate by
the comptroller;

the economic condition of the region of the state at the time the person's application is being considered;

the number of new facilities built or expanded in the region during the two years preceding the date of the

application that were eligible to apply for a limitation on appraised value under this subchapter;

the effect of the applicant's proposal, if approved, on the number or size of the school district's instructional

fucilities, as defined by Section 46.001, Education Code;

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

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

the projected dollar amount of the taxes that would be imposed on the qualified property, for each year of the

agreement, if the property does not receive a limitation on appraised value with assumptions of the projected

appreciation or depreciation of the investment and projected tax rates clearly stated;

the projected dollar amount of the taxes that would be imposed on the qualified property, for each tax year of

the agreement, if the property receives a limitation on appraised value with assumptions of the projected

appreciation or depreciation of the investment clearly stated,;

the projected effect on the Foundation School Program of payments to the district for each year of the

agreement;

the projected future tax credits if the applicant also applies for school tax credits under Section 313,103; and

the total amount of taxes projected to be lost or gained by the district over the life of the agreement computed

by subtracting the projected taxes stated in Subdivision (17) from the projected taxes stated in Subdivision

(16).



Wages, salaries and henefits [313.026(6-8)]

After construetion, the project will create five new jobs when fully operational. All five jobs will meet the criteria
for qualifying jobs as specified in Tax Code Section 313.02 1(3). According to the Texas Workforce Commission
(TWC), the regional manufacturing wage for the Lower Rio Grande Valley State Planning Region, where Cameron
County is located was $29,848 in 2010. The annual average manufucturing wage for 2010 for Cameron County is
$38,389. That some year, the county annual average wage for all industries was $26,195. In addition to a salary of
$38,664, each qualifying position will receive benefits such as full package benefits including medical, dental and
life insurance of which a portion of the premiums will be paid for by the LLC. In addition, each employee will
receive competitive vacation time, sick leave, and skills training. The project’s total investment is $27.6 million,
resulting in a relative level of investment per qualifying job of $5.5 million.

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

According to DEGS Wind's application, “Duke Energy Generation (DEGS WIND ) is a U.S. developer of wind
projects, and has operations in several regions and states within the contiguous United States that has sufficient
prevailing wind conditions conducive to wind power generation. However, after the Los Vientos wind power
project has completed construction the nature of the improvements makes them not readily movable to other
locations. The wind turbines and supporting infrastructure are long-lived assets engineered and designed
specifically for this project location. The cost of installing the improvements on the site is substantinl and the cost
to remove, redesign, and relocate the improvements to a different location would be even more substantial.

Also, power sales agreements have terms of up to 25 years, and are specific to a certain project, wind
characteristics, and electrical delivery point, Therefore, moving the improvements to a different location is not
permissible under the contract that provides the project with its primary revenue source. In summary, relocating the
improvements to another location, whether in-state or out-of-state, would be both impractical and likely detrimental
to the economics of the project.”

Number of new Facilities in region [313,026(12))

During the past two years, five projects in the Lower Rio Grande Valley State Planning Region applied for value
limitation agreements under Tax Code, Chapter 313,

Relationship of applicant’s industry and jobs and Texas’s economic growth plans [313.026(5)]

The Texas Economic Development Plan focuses on attracting and developing industries using technology. It also
identifies opportunities for existing Texas industries. The plan centers on promoting economic prosperity
throughout Texas and the skilled workers that the DEGS Wind project requires appear to be in line with the focus
and themes of the plan. Texas identified energy as one of six target clusters in the Texas Cluster Initiative, The plan
stresses the importance of technology in all sectors of the energy industry.

Economic Impact [313.026(10)(A), (10)(B), (11), (13-20)]

Table 1 depicts DEGS Wind's estimated economic impact to Texas. It depicts the direct, indirect and induced
effects to employment and personal income within the state. The Comptroller's office calculated the economic
impact based on 15 years of annual investment and employment levels using software from Regional Economic
Models, Inc. (REMI). The impact includes the construction period and the operating period of the project.



Table 1: Estimated Statewide Economic Impact of Investment and Employment in DEGS Wind

Employment Personnl Income
Indirect +

Year | Direct Induced Total Direct Indirect + Induced Total

2012 205 161 | 366 | $6,546,920 $10,453,080 | $17,000,000
2013 205 162 | 367 | $6,546,920 $11,453,080 | $18,000,000
2014 5 9 14 $193,320 $2,806,680 $3,000,000
2015 3 7 12 $193,320 $2,806,680 $3,000,000
2016 5 -2 3 $193,320 $1,806,680 $2,000,000
2017 5 -1 4 $193,320 $1,806,680 $2,000,000
2018 g -1 4 $193,320 $8006,680 $1,000,000
2019 5 3 8 $193,320 $806,680 $1,000,000
2020 ] 3 8 $193,320 $806,680 $1,000,000
2021 5 7 12 $193,320 $806,680 $1,000,000
2022 5 7 12 $193,320 $1,8006,680 $2,000,000
2023 3 9 14 $193,320 $1,806,680 $2,000,000
2024 5 10 15 $193,320 $1,806,680 $2,000,000
2025 3 14 19 $193,320 $1,806,680 $2,000,000
2026 5 16 21 $193,320 $2,806,680 $3,000,000

Source; CPA, REMI, DEGS Wind

The statewide average ad valorem tax base for school districts in Texas was $1.6 billion in 2010. Rio Hondo ISD’s
ad valorem tax base in 2010 was $205 million. The statewide average wealth per WADA was estimated at
$345,067 for fiscal 2010-2011. During that same year, Rio Hondo ISD’s estimated wealth per WADA was $66,628,
The impact on the facilities and finances of the district are presented in Attachment 2.

Table 2 examines the estimated direct impact on ad valorem taxes to the school district and Cameron County, with
all property tax incentives sought being granted using estimated market value from DEGS Wind's application.
DEGS Wind has applied for both a value limitation under Chapter 313, Tax Code and tax abatement with Cameron
County. Table 3 illustrates the estimated tax impact of the DEGS Wind project on the region if all taxes are
assessed.



Toble 2 Bsthvated Divect Ad Volorern Taxes with all property tax incentives sought

Rio Hondo
1SD M&O and |Rio Hondo ISD
1&S Tax  |M&O and [&S
Estimated Estimated Rio Hondo | Rlo Hondo |Levies (Before| Tax Levies Cameron Estimated
Tuxable value | Taxable value ISD1&S | IS M&EO Credit (After Credit | County Tox | Total Properiy
Year for1&8 for M&O Levy Levy Credited) Credited) Levy Taxes
Tox Rate' 0.1191 1.1700 0.3643
2012 S0 S0 S0 50 50 50 50| 50
2013 $27,678,000]  $27,678,000 532,064]  $323,833 $356,797 $356,797 $15,124 $371.921
2014]  $26,294,100[  $10,000,000 $31,316]  $117,000 $148,316 $148,316 §14,368 5162,684
2015  $24,979,395]  $10,000,000 $20,750]  $117.000 $146,750 $117,203 $13,650 5130,853
2016)  $23,730,425(  $10,000,000 $28,263]  $117.000 $145,263 S115,715 $12,967 $128,683
2017)  £22,543,904]  $10,000,000 $26,850]  $117,000 $143,850 $114,302 $12,319 5126,621
2018] 821,416,709  $10,000,000 $25,507]  $117,000 $142,507 $112,960 $11,703 $124.663
2019] 520,345,873  $10,000,000 $24,232)  $117,000 5141,232 $111,684 S11,118 §122,802
2020] $19,328,580]  $10,000,000 $23,020]  S117,000 £140,020 $110,47) $10,562 $121,035
2021 $18,362,151f  $10,000,000 $21,869]  S117,000 $138,869 $109,322 $10,034 5119,356
2022) S17,444,043| S$17,444,043 520,776 §204,095 §224 871 $224,871 $63,547 $288,418
2023 516,571,841 $16,571.841 $19,7371  §193,801 $213,628 $213,628 $60,370 52731.997
2024  $15,743,249  §15,743,249 518,750)  $184,196 $202,946 $202,946 $57,351 $260,297
2025 514,956,087  $14,956,087 $17,813]  $174,986 $192,799 $192,799 §54,484 $247,283
2026| S14,208,282| 514,208,282 516922  $166,237 $183,159 5183,159 851,759 $234,918
Totnl $2,314,176 $309,355 $2,713,531
Assumes School Vake Limitation and Tax Abatement from Cameron Counly,
Source; CPA, DEGS Wind
"Tax Rate per $100 Valuation
Table 3 Estimated Direct Ad Valorem Toxes without propesty tnx incentives
Estimated Estimated Rio Hondo | Rio Hondo Rio Hondo ISD| Comeron Estimated
Toxable value | Toxnble vatue ISD1&S | ISD M&O M&O and 1&S| County Tox | Total Property
Year for 188 for M&O Levy Levy Tux Levies Levy ‘Tuxes
Tox Rate' 0.1191 1.1700{, / 0.3643
2012 50 50 50 sofy / 50 50 S0
2013|  §27,678,000] $27,678,000 $32,964]  $323,833| / 5356,797 §100,828 $457,626
2014|  $26,294,100] 526,294,100 $31,316]  $307.641| / 5338,957 $95,787 $434,744
2015| 524,979,395 524,979,395 $20,750] 92259 |/ $322,009 590,998 §413,007
2016  $23,730,425]  $23,730425 $28,263]  $277,646 \ $305,909 §86,448 $392,357
2017  $22,543,904]  $22,543.904 $26,850]  $263,764 -"/ $290,613 582,125 $372,739
2018]  $21,416,709]  $21,416,709] 525,507  §250,575 / §276,083 $78,019 $354,102
2019]  $20,345,873] 520,345,873 §24,232]  $238,047 \ §262,279 574,118 $336,397
20201 $19,328,580]  $19,328,580 §23,020[  §226,144 / \ $249,165 §70,412 $319,577
2021 $18,362,151 $18,362,151 $21,869 $214,837 5236,706 $606,892 $303,598
2022  $17.444,043]  S17,444,043 $20,776]  $204,095 ,4” \ $224,871 $63.547 $288,418
2023]  $16,571,841]  $16,571,841 $19,737]  §193,891 /‘ \ $213,628 $60,370 $213,097
2024| §15,743,249|  $15,743,249 518,750)  $184,196 ‘-\ $202,946 557,351 $260,297
20251 $14,956,087| $14,956,087 $17.813 $174,980 / \ $192,799| $54,484 §247,283
2026] 514,208,282|  $14,208,282 516,922  $166,237] \ $183.159 $51,759 $234,918|
Total $3,655,922]  $1,033,139 $4,689,061

Source: CPA, DEGS Wind
"Tax Rate per $100 Valuation




Attachment 1 includes schedules A, B, C, and D provided by the applicant in the application. Schedule A shows
proposed investment, Schedule B is the projected market value of the qualified property. Schedule C contains
employment information, and Schedule D contains tax expenditures and other tax abatement information.

Attachment 2, provided by the district and reviewed by the Texas Education Agency, contains information relating
to the financial impact of the proposed project on the finances of the district as well as the tax benefit of the value
limitation. “Table 5" in this attachment shows the estimated 15 year M&O tax levy without the value limitation
agreement would be $3,318, 151. The estimated gross 15 year M&O tax benefit, or levy loss, is $1,341,746,

Attachment 3 is an economic overview of Cameron County.

Disclnimer: This examination is bosed on information from the application submitted fo 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.
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November 10, 2011

Mr. Robert Wood

Director, Economic Development and Analysis
Texas Comptroller of Public Accounts

Lyndon 8. Johnson State Office Building

111 East 17th Street

Austin, Texas 78774

Dear Mr. Wood:

As required by the Tax Code, §313.025 (b-1), the Texas Education Agency (TEA) has
evaluated the impact of the proposed DEGS Wind | LLC project on the number and size
of school facilities in Rio Hondo Independent School District (RHISD). Based on the
analysis prepared by Moak, Casey and Associates for the school district and a
conversation with the RHISD superintendent, Ms. Anneliese McMinn, the TEA has found
that the DEGS Wind | LLC project would not have a significant impact on the number or
size of school facilities in RHISD.

Please feel free to contact Al McKenzie, manager of forecasting, facilities, and
transportation, by phone at (512) 463-9186 or by email at al.mckenzie@tea.state.tx.us if
you need further information regarding this issue.

Sincerely,

> da Oy

Belinda Dyer
Division Manager
Offlce of School Finance

BD/bd
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November 10, 2011

Mr. Robert Wood

Director, Economic Development and Analysis
Texas Comptroller of Public Accounts

Lyndon B. Johnson State Office Bullding

111 East 17th Street

Austin, Texas 78774

Dear Mr. Wood:

The Texas Education Agency has analyzed the revenue gains that would be realized by
the proposed DEGS Wind | LLC project for the Rio Hondo Independent School District
(RHISD). Prajections prepared by our Office of School Finance confirm the analysis that
was prepared by Moak, Casey and Associates and provided to us by your division. We
believe their assumptions regarding the potential revenue gain are valid, and their
estimates of the impact of the DEGS Wind I LLC project on RHISD are correct.

Please feel free to contact Al McKenzie, manager of forecasting, facilities, and
transportation, by phone at (512) 463-9186 or by email at al.mckenzie@tea.state.tx.us if
you need further information regarding this issue.

Sincerely,
Belinda Dyer

Division Manager
Office of School Finance

BD/bd
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Cameron County

Population
® Total county population In 2010 for Cameron Counly: 402,431, up 1.8 percent from 2009, State population increased 1.8 percent in

the same {ima perlod.
u Cameron County was the slale's 13rd largest county in population in 2010 and the 43rd faslest growing county from 2009 to 2010.
® Cameron Counly's population in 2009 was 12.1 percent Anglo (below the slale average of 46.7 percent), 0.4 percent Afiican-
Amerlcan (below the stale average of 11.3 percent) and 86,6 percent Hispanic (above the siale average of 36.9 percent).
w 2009 population of the larges! cilles and places in Cameron County:

Brownsville: 176,859 Harlingen: 65,289
San Benlto: 25,365 La Feria: 7,133
Los Fresnos: 5,603 Part leabel: 65,318
Primera: 4,268 Laguna Vista: 4,039
Santa Rosa: 3,155 Combes! 2,921

Economy and Income

Employment
m Seplember 2011 total employment in Cemeron County: 140,427 , down 0.3 percent from September 2010. Stale total employment
Increased 0.9 percent during the same periad.
(October 2011 employment data will be avallable November 18, 2011).
® September 2011 Cameron Counly unemployment rate: 12.9 percent, up from 11.5 percent in September 2010. The slatewide
unamployment rale for September 2011 was 8.6 percent, up from 8.2 percent in September 2010,

B September 2011 unemployment rate In the cily of;

Brownsville: 12.4 percent, up from 11.7 percent in Seplember 2010,
Harllngen: 11.1 percent, up from 8.8 percent In September 2010,
San Benito: 11.7 percent, up from 10.2 percent in September 2010.

(Note: County and state unemployment rates are adjusted for seasonal fluctuations, but the Texas Workforce Commission
city unemployment rates are not, Seasonally-adjusted unemployment rates are not comparable with unadjusted rates).

Income

m Cameron County's ranking in per capita personal income in 2009: 248th with an average per capita income of $22,388, up 1.3
percenl from 2008, Statewide average per caplla personal income was $38,608 in 2009, down 3.1 percent from 2008.

Industry
w Agricultural cash values in Cameron County averaged $144.76 million annually from 2007 to 2010. Counly total agricullural values
In 2010 were up 106.1 percenl from 2009. Major agricullure related commoditles in Cameron Counly during 2010 included:

= Corn = Grapelmil = Sugar Cane = Sorghum = Nursery
™ 2011 oil and gas production in Cameron Counly: 237.0 barrels of ol and 195,483.0 Mcf of gas. In September 2011, there were 1
producing oll wells and 2 producing gas wells.

Taxes
Sales Tax - Taxable Sales

{County and city taxable sales data for 1st quarter 2011 s currently targeted for release In mid-September 2011).
Quarterly (September 2010 through December 2010)
m Taxable sales in Cameron County during the fourlh quarter 2010: $671.70 million, up 3.2 percent from the same quarier in 2009.
m Taxable sales durlng the fourth quarter 2010 in the city of:

Brownsville:
Harlingen:
San Benito:
La Ferla:

Los Fresnos:
Port Isabal:
Primera:
Laguna Vista:
Santa Rosa:
Combes:
South Padre Island:
Rio Hondo:
Rancho Visjo:

Page 1 of 6 Cameron Counly

$360.97 million, up 2.6 percent from the same quartar in 2009,
$202.61 million, up 2.6 percent from the same quarter in 2009,
$40.16 million, up 8.9 percent from the same quarler in 2009,
$7.61 million, up 8.7 percent from the same quarter in 2009,
$3.81 million, up 12.5 percent from the same quarter in 2009,
$16.63 million, up 2.5 percant from the same quarler in 2009,
$1.15 million, down 21.2 percent from the same quarter in 2009,
$733,742.00, down 5.6 percent from the same quarler in 2009,
$2.,20 million, up 26.3 percent from the same quarter in 2009.
$1.03 milllon, up 6.7 percent from the same quarter in 2000,
$11.42 million, up 5.1 percent from the same quarter in 2009.
$1.38 milllon, down 0.2 percent from the sama quarler In 2009,
$740,298.00, up 2.2 percent from the same quarler in 2008,
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Palm Valley: $677,006.00, up 7.7 percent from the same quarier in 2009,
Los Indlos: $449,726.00, down 32.3 percent from the same quarter In 2008.
Bayview: $28,606.00, up 10.5 percenl from the same quarier in 2009.

Taxable Sales through the end of 4th quarter 2010 (Janvary 2010 through Dacember 30, 2010)
m Taxable sales in Gameron County through the fourth quarter of 2010: $2.56 billion, up 0.1 percent from the same period in 2009,
W Taxable sales through the fourth quarler of 2010 In the city of:

Brownsville: $1.33 billion, up 1.1 percent from the same period In 2009.
Harlingemn: $761.99 milllon, down 0.6 percent from the same period in 2009,
San Benito: $149.34 million, up 0.3 percent from the same period in 2009.
l.a Ferla: $30.16 ralllion, up 0.3 percent from the same period in 2009.
Los Frasnos: $16.21 million, up 1.1 percent from the same period in 2009.
Porti Isabel: $80.54 million, down 4.0 percent from the same period in 2009,
Primera: $3.96 million, down 16,0 percent from the same perlod in 2009.
Laguna Vista: $3.25 million, up 0.1 percenl from the same period in 2009.
Santa Rosa: $7.82 million, up 15.0 percent from the same period In 2009.
Combes: $3.86 milllon, up 1.2 percent from the same period in 2000.
South Padre Island: $89.76 mlllion, down 1.2 percent from the same period in 2009.
Rlo Hondo: $5.43 million, down 2.4 percent from the same period in 2009,
Rancho Viejo: $2.43 million, down 12.2 percent from the same period in 2009.
Palm Valley: $2.46 million, up 13.0 percent from the same period in 2009,
Los Indlos: $1.84 million, down 33.0 percent from the seme period in 2009.
Bayview: $09,117.00, up 21.7 percent from the same perlod In 2009.
Annual (2010)

® Taxable sales in Cameron County during 2010 $2.56 billion, up 0.1 percenl from 2009,

® Cameron Counly senl an estimated $160,16 million (or 0.84 percent of Texas' laxable sales) in slale sales taxes lo lhe slale
Ireasury in 2010,

® Taxable sales during 2010 In the cily of:

Brownsville! $1.33 billion, up 1.1 percenl from 2009.
Harlingen: §761.99 million, down 0.6 percent from 2009.
San Benito: $149.34 million, up 0.3 percent from 2009,
La Feria: $30.16 million, up 0.3 percent from 2009.
Los Fresnos: $15.21 million, up 1.1 percent from 2009,
Port Isabel: $80.54 million, down 4.0 percent from 2009.
Primera: $43.36 milllon, down 16.0 percent from 2008.
Laguna Vista: $3.25 million, up 0.1 percent from 2009,
Santa Rosa; $7.82 million, up 15.0 percent from 2008.
Combes: $3.96 million, up 1.2 percent from 2009.
South Padre Isfand: $89,76 million, down 1.2 percent from 2009.
Rio Hondo: $5.43 million, down 2.4 percent from 2000.
Rancho Viejo: $2.43 million, down 12.2 percent from 2008,
Palm Valley: $2.46 milllon, up 13.0 percent from 2009.
Los Indlos: $1.84 million, down 33.0 percent from 2008,
Bayview: §99,117.00, up 21.7 percent from 2008.

Sales Tax — Local Sales Tax Allocations

(The release data for sales tax allocations to citles for the sales activity month of September 2011 Is currently scheduled for
November 8, 2011.)

Monthly
m Statewide payments based on the sales aclivity month of Augusl 2011; $505.22 million, up 13.9 percent from August 2010,

m Payments to all cities In Cameron County based on the sales aclivily month of August 2011: $5.08 million, up 8.7 percent from
August 2010.

m Payment based on the sales activity month of August 2011 to tha city of:

Brownsville: $2.61 million, up 10.2 percent from August 2010.
Harlingen: $1.52 million, up 8.0 percent from August 2010,
San Benito: $300,720.15, up 4.9 percent from August 2010.
La Ferla: $79,407.36, up 20.9 percent from August 2010.
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Flscal Year

l.os Fresnos:
Port lsabel:
Primera;
Laguna Vista:
Santa Rosa:
Combes;
South Padre Island;
Rio Hondo:
Rancho Viejo:
Palm Valley:
l.os Indios:
Bayview:

Tuesday, November 15, 2011
$48,699.70, up 13.5 percent from August 2010,
$185,541.29, up 11.8 percent from August 2010.
$9,026,51, up 4.2 percent from August 2010,
$14,480.33, up 61.0 percent from August 2010.
$4,929,92, down 11.3 percenl frorn August 2010.
$9,390.49, up 18.1 percent from August 2010,
$268,233.01, down 1.2 parcent from August 2010,
516,214.15, down 3.6 percenl from August 2010.
$3,636,95, up 1.8 percant from August 2010,
$1,900.16, down 38.4 percenl from August 2010.
$3,221,16, up 2.9 percent from August 2010,
$388.54, down 11.2 percent from August 2010.

 Statewide payments based on sales activily months from September 2010 through August 2011: $6.08 billion, up 8.0 percent from
the same period in 2010,
@ Payments to all citles in Cameron County based on sales activily months from September 2010 through Augusl 2011: $60.72

million, up 4.2 percent from fiscal 2010.

m Payments based on sales activily months from September 2010 through August 2011 to the city of:

Brownsville:
Harlingen:
San Benito:
La Ferla:

Los Fresnos:
Port Isabel:
Primera:
Laguna Vista:
Santa Rosa:
Combas:
South Padre Island:
Rio Hondo:
Rancho Viejo:
Palm Valley:
Los Indlos:
Bayview:

531,86 million, up 4.7 percent from fiscal 2010.
518.58 million, up 2.8 percent from fiscal 2010,
%3.70 million, up 6.8 percent from fiscal 2010.
$928,906.59, up 5.4 percent frorn fiscal 2010,
$501,855.08, up B.0 percent from fiscal 2010,
$1.89 million, up 3.4 percent from fiscal 2010,
$106,209.62, down 6.9 percent from fiscal 2010,
$133,013.69, up 18.3 percent from fiscal 2010,
$62,633.30, up 12.6 percent from fiscal 2010.
$06,026.90, up 17.7 percent from fiscal 2010.
$2.51 million, up 5.8 percenl from fiscal 2010.
$192,488.99, up 4.4 percent from fiscal 2010,
$561,702.62, up 14.0 percent from fiscal 2010.
$48,966.98, up 11.3 percent from fiscal 2010,
§37,581.59, down 12.2 percent from fiscal 2010.
$12,785.17, up 166.9 percent from fiscal 2010,

January 2011 through August 2011 (Sales Activily Year-To-Date)
u Statewide payments based on sales activily months through August 2011: $3.99 billion, up 8.3 percent from the same period in

2010,

® Payments to all cilies in Cameron County based on sales aclivity months through August 201 1: $40.00 million, up 4.4 percent from
{he same period in 2010,

m Payments based on sales aclivily months through August 2011 to the clly of:
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Brownsvllle:
Harlingen:
San Benito:
La Feria:

L.os Fresnos:
Port Isabel:
Primera:
Laguna Vista:
Santa Rosa:
Combes:
South Padre Island;
Rio Hondo:
Rancho Viejo:
Palm Valley:
Los Indios:
Bayview:

Cameron Counly

$20.79 million, up 5.3 percent from the same period in 2010,
$12.07 million, up 2.6 percent from the same period in 2010,
$2.40 million, up 2.6 percent from the same period in 2010
$618,438.79, up 7.2 percent from the same period in 2010.
$342,693.16, up 10.3 percent from the same period in 2010.
$1.33 million, up 2.2 parcent from the same period in 2010.
$60,611.12, up 4.6 percent from the same period in 2010,
$98,020.59, up 34.2 percent from the same period In 2010,
$39,101.12, up 4.2 percent from the same period In 2010.
$64,931.88, up 22.8 percent from the same period in 2010.
$1.95 million, up 6.6 percent from the same perlod In 2010,
$128,349,87, up 4.9 percent from the same period in 2010.
$33,722.67, up 14.3 percent from the same period in 2010,
$34,209.62, up 19.1 percenl from the same period in 2010.
$24,992 22, down 5.6 percent from the same period in 2010,
$10,782.94, up 220.4 percent from the same period in 2010,



12 months ending In August 2011
m Statewide payments based on sales activily In the 12 months ending in August 2011: $6.08 billion, up 8.0 percent from the previous
12-month period.

m Payments lo all cilies in Cameron Counly based on sales activity In the 12 months ending In August 2011: $60.72 million, up 4.2
percent from the previous 12-month period.

m Payments based on sales aclivily in the 12 months ending in August 2011 to the cily of:

w Clty Calendar Year-To-Date (RJ 2011)

Brownsvllle:
Harlingen:
San Benito:
La Faria:

Los Fresnos:
Port Isabel:
Primera:
Laguna Vista:
Santa Rosa.
Combas:
South Padre Island:
Rlo Hondo:
Rancho Viejo:
Palm Valley:
l.os Indlos:
Bayview:

Tuesday, Noverbar 16, 2011

$31.86 milllon, up 4.7 percent from the previous 12-month period.
%18.58 million, up 2.8 percent from the previous 12-month period,
$3.70 million, up 5.8 percent from the previous 12-month period.
$928,006.59, up 5.4 percent from the previous 12-month perlod.
$501,856.08, up 8.0 percent from the previous 12-month period.
$1.89 million, up 3.4 percent from the previous 12-month period.
$106,209.62, down 6.9 percent from the previous 12-monih period.
$133,013.69, up 18.3 percent from the previous 12-month period.
$62,633.30, up 12.5 percent from the previous 12-monlh period.
$95,026.90, up 17.7 percent from the previous 12-month perlod.
$2.51 million, up 5.8 percent from the previous 12-month period.
$192,488.99, up 4.4 percent from the previous 12-ronth perlod.
$51,702.62, up 14.0 percent from the previous 12-month period.
$48,966.98, up 11.3 percent from the previous 12-month period.
$37,581.59, down 12.2 percent from the previous 12-month period.
$12,785.17, up 156.9 percent from the previous 12-month period.

W Payment to the cities from January 2011 through October 2011:

Annual (2010)

Brownaville:
Harlingen:
San Banito:
La Ferla:

Los Fresnos:
Port Isabel:
Primera:
Laguna Vista:
Santa Rosa:
Combes:
South Padre Island:
Rio Hondo:
Rancho Viejo:
Palm Valley:
Los Indlos:
Bayview:

$26.90 million, up 4.6 percent from the same period in 2010.
$15.53 million, up 2.9 percent from the same perlod In 2010.
$3.00 million, up 5.0 percent from the same perlod in 2010.
$776,404.87, up 6.4 percent from the same period in 2010.
$419,472.69, up 9.6 percent from the same period in 2010.
%1.61 million, up 3.0 percent from the same perlod in 2010.
$90,275.47, down 3.8 percent from the same perlod In 2010.
$114,074.94, up 21,8 percent from the same period in 2010.
$52,257.93, up 12,9 percent from the same pariod in 2010.
$82,315.48, up 21.6 percent from the same period in 2010.
$2.18 million, up 5.7 percent from the same perlod in 2010,
$150,831.32, up 3.5 percent from the same perlod in 2010.
$43,807.96, up 16.6 percent from the same period in 2010.
$41,593.84, up 12,5 percent from the same period in 2010.
$31,139.25, down 11.0 percent from the same perlod In 2010.
$11,687.22, up 183.1 percenl from the same perlod in 2010,

m Statewide payments based on sales activily months In 2010: $5.77 billion, up 3.3 paercen! from 2009.
w Payments to all cllies In Cameron County based on sales activily months in 2010: $59.02 million, down 0.8 percent from 2009,
® payment based on sales activity months in 2010 to the cily of:
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Brownsville:
Harlingen:
San Benito:
La Ferla:

Los Fresnos:
Port Isabel:
Primera:
Laguna Vista:
Sania Rosa:
Combes:

Cameron County

$30.81 milllon, up 0.4 percent from 2009,
$18.27 million, down 2.3 percent from 2008,
$3.64 million, up 2.2 percent from 2009.
$887,669.62, up 1.9 percent from 2009,
$469,941.88, down 5.9 percent from 2009.
$1.86 million, down 5.1 percent from 2009,
$103,242.20, down 16.4 percent from 2009.
$108,057.96, down 5.3 percent fram 2000,
$61,068.19, down 3.1 percent from 2009,
$62,981.62, up 3.2 percent from 2009.



Tuasday, Novamber 16, 2011
South Padre lsland: $2.39 million, down 6.2 percent from 2008,

Rio Hondo: $186,437.82, down 4.0 percent from 2000,
Rancho Viejo: $47,472.91, down 5.1 parcent from 2009,
Palm Valley: $43,409.41, up 5.4 percent from 2009,
Los Indlos: $39,050,30, down 20.5 percent from 20009,
Bayview: $6,367.86, up 3.4 percent from 2009,

Property Tax

® As of January 2009, properily values in Cameron Counly. $16.77 billion, up 0.2 percent from January 2008 values. The property tax
base per person in Gameron County is $42,300, balow the statewide average of $85,808. A negligible 0.0 percent of the property
tax base Is derived from oil, gas and minerals.

State Expenditures
® Cameron Counly's ranking in slale expendituras by county in fiscal year 2010 Bih. State expendilures in the county for FY2010;
$1.82 billion, unchanged 0.0 percent from FY2009.
B [n Cameron Counly, 32 slate agencles provide a total of 4,466 jobs and $38.53 million in annualized wages (as of 1sl quarter 2011),
m Major slate agencies in the county (as of first quarler 2011):

« Universily of Texas « Texas Slate Technical College

« Department of State Heallh Services (Rio Grande o Heallh & Human Services Commission
Slale Cenler)

« Depariment of Family and Proteclive Services

Higher Education
u Communily colleges In Cameron County fall 2010 enrollment:

« Texas Southmost College, a Public Community College, had 11,043 students.

® Cameron Counly Is In the service area of the following:
« Texas Southmost College with a fall 2010 enroliment of 11,043 . Countles In the service area include:

Cameron Counly
Willacy County
® |nstitutions of higher educatlon In Cameron County fall 2010 enroliment:
« The University of Texas al Brownsville, a Public University (part of The University of Texas System), had 6,855
students,

- Texas State Technical College-Harlingen, a Public Technical College (part of Texas Slate Technical College),
had 5,779 sludenls,

School Districts
® Cameron County had 10 school districts with 149 schools and 101,277 students in the 2009-10 school year.

(Statewlde, the average teacher salary In school year 2009-10 was $48,263, The percentage of students, statewlde,
meeting the 2010 TAKS passing standard for all 2008-10 TAKS tests was 77 percent.)

« Brownsville 1SD had 49,080 students in the 2009-10 school year, The average leacher salary was $48,412. The
percenlage of students meeling the 2010 TAKS passing slandard for all tesls was 74 percent.

« Harlingen CISD had 18,142 sludents in the 2009-10 school year. The average teacher salary was $47,997. The
percenlage of studenls meeting the 2010 TAKS passing standard for all tests was 72 percenl,

« La Feria 1SD had 3,447 students in the 2009-10 school year. The average teacher salary was $47,076. The
percentage of students meeting the 2010 TAKS passing standard for all tesls was 71 percent,

o Los Fresnos CISD had 9,721 studenls in the 2009-10 school year. The average leacher salary was $46,326. The
percentage of sludents meeting the 2010 TAKS passing standard for all tesls was 84 percent.

« Point lsabel 1SD had 2,525 students In the 2009-10 school year, The average teacher salary was $46,318. The
percentage of studenls meeling the 2010 TAKS passing standard for all tests was 73 percent.

« Rio Hondo 1SD had 2,308 students in the 2008-10 school year, The average teacher salary was $47,139. The
percentage of students meeling the 2010 TAKS passing standard for all tests was 63 percent.

« San Benito CISD had 11,193 students in the 2008-10 school year. The average teacher salary was $46,103. The
percentage of students meeting the 2010 TAKS passing standard for all tests was 69 percent.

~ Sanla Maria ISD had 666 students in the 2009-10 school year. The average teacher salary was $42,063. The
percenlage of students meeling the 2010 TAKS passing standard for all tests was 54 percent,

« Santa Rosa 1SD had 1,172 students in the 2009-10 school year, The average teacher salary was $44,891. The
percentage of students meeting the 2010 TAKS passing standard for all lesls was 72 percent.
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« South Texas 1SD had 3,022 sludents In the 2000-10 school year. The average teacher salary was $52,516. The
percenlage of siudents meating the 2010 TAKS passing standard for all tests was 80 percenl,
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Estimated Impact of the Proposed DEGS WIND |, LLC
Project on the Finances of the Rio Hondo ISD under a
Requested Chapter 313 Property Value Limitation

Introduction

DEGS Wind I, LLC (Duke Energy) has requested that the Rio Hondo ISD (RHISD) consider
granting a property value limitation under Chapter 313 of the Tax Code for a new renewable
clectric wind energy generation project. An application was submitted to RHISD on August 8,
2011. Duke Energy proposes to invest $27.7 million to construct a new wind energy project in
RHISD.

The Duke Energy project is consistent with the state’s goal to “encourage large scale capital
investments in this state.” When enacted as House Bill 1200 in 2001, the original language in
Chapter 313 of the Tax Code made companies engaged in manufacturing, research and
development, and renewable electric energy production eligible to apply to school districts for
property value limitations. Subsequent legislative changes expanded eligibility to clean coal
projects, nuclear power generation and data centers, among others.

School Finance Mechanics

Under the provisions of Chapter 313, RHISD may offer a minimum value limitation of §10
million. Based on the application, the qualifying time period would begin with the 2012- 13
school year. The full value of the investment is expected to reach $27.7 million in 2013-14, with
depreciation expected to reduce the taxable value of the project over the course of the value
limitation agreement,

The provisions of Chapter 313 call for the project to be fully taxable in the 2012-13 and 2013-14
school years, unless the District and the Company agree (o an extension of the start of the
qualifying time period. For the purpose of this analysis, it is assumed that the qualifying time
period will be the 2012-13 and 2013-14 school years. Beginning in 2014-15, the project would
go on the local tax roll at $10 million and remain at that level of taxable value for eight years for
maintenance and operations taxes. (If the project value falls below $10 million, the actual value
would be the basis for the limitation, although no tax savings would result.) The full taxable value
of the project could be assessed for debt service taxes on voter-approved bond issues throughout
the limitation period, with RHISD currently levying a $0.119 I&S tax rate.

Under the current school finance system, the property values established by the Comptroller’s
Office that are used to calculate state aid and recapture lag by one year, a practical consequence
of the fact that the Comptroller’s Office needs this time to conduct their property value study and
now the planned audits of appraisal district operations in alternating years. A taxpayer receiving a
value limitation pays M&O taxes on the reduced value for the project in years 3-10 and receives a
tax bill for 1&S taxes based on the full project value throughout the qualifying and value
limitation period (and thereafter). The school funding formulas use the Comptroller’s property
values that reflect a reduction due to the property value limitation in years 4-11 as a result of the
one-year lag in property values.
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For the school finance system that operated prior to the approval of House Bill 1 (HB 1) in the
2006 special session, the third year was typically problematical for a school district that approved
a Chapter 313 value limitation, This generally resulted in a revenue loss to the school district in
the (hird year of the agreement that would not be reimbursed by the state, but require some type
of compensation from the applicant in the revenue protection provisions of the agreement. In
years 4-10, smaller revenue losses would be anticipated when the state property values are
aligned at the minimum value established by the Board on both the local tax roll and the
corresponding state property value study, assuming a similar deduction is made in the state
properly values.

Under the HB 1 system, most school districts received additional state aid for tax reduction
(ASATR) that was used to maintain their target revenue amounts established at the revenue levels
under old law for the 2005-06 or 2006-07 school years, whichever was highest. In terms of new
Chapter 313 property value limitation agreements, adjustments to ASATR funding often
moderated the impact of the reduced M&O collections as a result of the limitation, in contrast
with the earlier formula-driven finance system. RHISD has a relatively low target revenue of
$4,817 per WADA—compared with a state average of $5,185 per WADA—and was not a
beneficiary of much ASATR funding, especially in recent years since the passage of HB 3646.

In the case of HB 3646—the school finance system changes approved by the [egislature in
2009—the starting point was the target revenue provisions from HB 1, that were then expanded
through the addition of a series of school funding provisions that had operated previously outside
the basic allotment and the traditional formula structure, as well as an additional $120 per WADA

guarantee.

Under the provisions of HB 3646, school districts did have the potential to earn revenue above
the $120 per WADA level, up to a maximum of $350 per W ADA above current law. Initial
estimates indicate that about 70 percent of all school districts were funded at the minimum $120
per WADA level, while approximately 30 percent school districts were expected to generale
higher revenue amounts per WADA in the 2009-10 school year. This is significant because
changes in property values and related tax collections under a Chapter 313 agreement once again
have the potential to affect a school district’s base revenue, although probably not to the degree
experienced prior to the HB [ target revenue system.

The formula reductions enacted under Senate Bill 1 (SB 1) as approved in the First Called
Session in 2011 are designed to make $4 billion in reductions to the existing school funding
formulas for the 2011-12 and 2012-13 school years. For the 2011- 12 school year, across-the-
board reductions were made that reduced each district’s WADA count and resulted in an
estimated 797 school districts still receiving ASATR to maintain their target revenue funding
levels, while an estimated 227 districts operating directly on the state formulas.

For the 2012-13 school year, the SB 1 changes called for smaller across-the-board reductions and
funding ASATR-receiving target revenue districts at 92.35 percent of the level provided for under
the existing funding formula. For the 2013-14 school year and beyond, the ASATR reduction
percentage will be set in the appropriations bill, The recent legislative session also saw the
adoption of a statement of legislative intent to no longer fund target revenue (through ASATR) by
the 2017-18 school year.

One key element in any analysis of the school finance implications is the provision for revenue
protection in the agreement between the school district and the applicant. In the case of the Duke
Energy project, the agreement calls for a calculation of the revenue impact of the value limitation
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in years 3-10 of the agreement, under whatever school finance and property tax laws are in effect
in each of those years. This meets the statutory requirement under Section 313.027(f) (1) of the
Tax Code to provide school district revenue protection language in the agreement.

Underlying Assumptions

There are several approaches that can be used to analyze the future revenue stream of a school
district under a value limitation. Whatever method is used, a reasonable analysis requires the use
of a multi-year forecasting model that covers the years in which the agreement is in effect. The
Chapter 313 application now requires 15 years of data and analysis on the project being
considered for a property value limitation.

The approach used here is to maintain static enrollment and property values in order to isolate the
effects of the value limitation under the school finance system. The current SB 1 reductions are
reflected in the underlying models. Student enrollment counts are held constant at 2,095 students
in average daily attendance (ADA) in analyzing the effects of the Duke Energy project on the
finances of RIISD. The District’s local tax base reached an estimated $211 million for the 2011
tax year. The underlying $211 million taxable value for 2011-12 is maintained for the forecast
period in order (o isolate the effects of the property value limitation. RHISD is not a property-
wealthy district, with estimated wealth per weighted ADA or WADA of approximately $68,138
for the 2012-13 school year. These assumptions are summarized in Table 1.

School Finance Impact

A baseline model was prepared for RHISD under the assumptions outlined above through the
2025-26 school year. Beyond the 2010-11 school year, no attempt was made to forecast the 88"
percentile or Austin yield—now a yield of $59.97 per WADA for the current biennium—that
influences future state funding. In the analyses for other districts and applicants on earlier
projects, these changes appeared to have little impact on the revenue associated with the
implementation of the property value limitation, since the baseline and other models incorporate

the same underlying assumptions.

Under the proposed agreement, a second model is established to make a calculation of the
“Baseline Revenue” by adding the value of the proposed Duke Encrgy facility to the model, but
without assuming that a value limitation is approved. The results of the model are shown in

Table 2.

A third model is developed which adds the Duke Energy value but imposes the proposed property
value limitation effective in the third year, which in this case is the 2014-15 school year. The
results of this model are identified as “Value Limitation Revenue Model’ under the revenue
protection provisions of the proposed agreement (see Table 3). An M&O tax rate of $1.17 is used
throughout this analysis.

A summary of the differences between these models is shown in Table 4. The model results show
approximately $17.8 million a year in net General Fund revenue.

Under these assumptions, RHISD would experience a revenue loss as a result of the
implementation of the value limitation in the 2014-15 school year (-$323,161). The revenue
reduction results from the mechanics of six cents equalized to the Austin ISD yield, as well as
local M&O taxes and related state aid for tax effort up to the $1.17 M&O rate.
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The estimated tax savings for the 2014-15 tax year are estimated to total $190,641 under the
value limitation, which is less than the combined state and local revenue loss for RHISD. This
comes about because there are no funding formula offsets in the 2014-15 school year. Once the
state property value study begins to recognize the $10 million limitation, however, formula
changes result that offset the reduction in M&O taxes beginning with the 2015-16 school year
and thereafter. . (See Table 4.)

The Comptroller’s Property Tax Assistance Division announced recently that it would be
adopting a rule this fall that would implement the use of two values for school districts for its
2011 state property value study. These are the state values that will be used to calculate state aid
and recapture in the 2012-13 school year.

At the school-district level, a taxpayer benefiting from a property value limitation has two
property values assigned by the local appraisal district for their property covered by the
limitation: (1) a reduced value for M&O taxes, and (2) the full taxable value for I&S taxes. This
situation exists for the eight years that the value limitation is in effect.

Under the property value study conducted by the Comptroller’s Office through the 2010 tax year,
however, only a single deduction amount was calculated for a property value limitation and the
same value is assigned for the M&O and 1&S$ calculations under the school funding formulas.
The result of this interpretation is that a “composite” value for a school district with a Chapter
313 agreement is calculated, by averaging the impact of the value reduction across the M&O and
1&S tax levies. The result of the composite deduction calculation is that the amount deducted for
the value limitation from the state value study is always less than the tax benefit that has been
provided for the taxpayer receiving the value limitation in school districts that levy M&O taxes
only.

Under the Duke Energy request for a value limitation, the 2014 state property value used for the
2015-16 school year would be the first year that this change in the value study would be reflected
in funding formula calculations for the new Duke Energy project. This change has been made in
the models presented here and benefits both the District and the Company.

Impact on the Taxpayer

Table 5 summarizes the impact of the proposed property value limitation in terms of the potential
tax savings under the property value limitation agreement. The focus of this table is on the M&O
tax rate only. As noted previously, the property is fully taxable in the first two years under the
agreement, A $1.17 per $100 of taxable value M&O rate is assumed in 2011-12 and thereafter.

Under the assumptions used here, the potential tax savings from the value limitation total $1.1
million over the life of the agreement. In addition, Duke Energy would be eligible for a tax credit
for taxes paid on value in excess of the value limitation in each of the first two years. The credit
amount is paid out slowly through years 4-10 due to statutory limits on the scale of these
payments over these seven years, with catch-up payments permitted in years 11-13. The tax
credits are expected to total approximately $207,000 over the life of the agreement, with no
unpaid tax credits anticipated. The District is to be reimbursed by the state for the tax credit
payments.

The key RHISD revenue losses are associated with a reduction in local M&O tax effort and its
impact on state funding above the $0.98 compressed M&O tax effort. These losses are estimated
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to total -$323,161 in the first year the $10 million llimitation takes effect under the agreement,
The potential net tax benefits are estimated (o total $1.0 million over the life of the agreement.
While the hold-harmless amount exceeds the amount of tax savings in the 2014-15 school year,
there would still be a substantial tax benefit to Duke Energy under the value limitation agreement
for the remaining years that the limitation is in effect.

Faeilities Funding Impact

The Duke Energy project remains fully taxable for debt services taxes, with RHISD currently
levying a $0.119 I&S rate. The value of the Duke Energy project is expected to depreciate over
the life of the agreement and beyond, but full access to the additional value will add to the
District’s projected wealth per ADA. At its peak taxable value, the project adds about 13.8
percent to RHISD’s current tax base. At the same time, however, the District’s wealth per ADA
remains well below the $350,000 per ADA guarantee under the state’s facilities programs. Any
initial help on facilities funding is expected to oceur the first year the project’s value appears on
the local tax roll for I1&S purposes.

The Duke Energy project is not expected to affect RHISD in terms of enrollment. Continued
expansion of the renewable energy industry could result in additional employment in the area and
an increase in the school-age population, but this project is unlikely to have much impact on a
stand-alone basis.

Conclusion

The proposed Duke Energy renewable electric wind energy project enhances the tax base of
RHISD. It reflects continued capital investment in renewable electric energy generation, one of
the goals of Chapter 313 of the Tax Code, also known as the Texas Economic Development Act.

Under the assumptions outlined above, the potential tax benefits under a Chapter 313 agreement
could reach an estimated $1.0 million over the course of the agreement. This amount is net of any
anticipated revenue losses for the District. The additional taxable value also enhances the tax base
of RHISD, which may assist the District when the project first appears on the local 1&S tax roll.

School Finance Impact Study - RHISD Page |5 September 23, 2011
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Table 1 — Base District Information with Duke Encrgy Project Value and Limitation Values

CPTD CPTD
Value Value
with with
M&O 1&5 CAD Value Project  Limitation
Year of School Tax Tax CAD Value with CPTD with CPTD With per per
Agreement  Year ADA WADA Rate Rate with Project Limitation Project Limitation WADA WADA
1 201213 200171 3,037.36  $1.1700  $0.1191  §211,263,561  $211,263,551 $206,958,634  $206,958,634  $66,138 $68,138
2 201344 200171 3,037.36  $1.1700  $0.1191  $238,941,551  $238,941,551 $206,958,634  $206,956,634  $68,138 $68,138
3 201415 200171 303736  $1.1700 $0.1191 §237,567,651 $221,263,551 $234,636,634  $234,636,634  $77,250 $71,250
4 201516 2,001.71 303736  $1.1700  $0.1191  §236,242,.046  $221,263,561 $233,252,734  $216,958,634  §76,794 $71,430
5 2016417 200171 303736 $1.1700 $0.1191 $234.993976  $221,263,551 $231,938,029  $216,058,634  §76,362 $71,430
6 2017-18 209171 3,037.36  $1.1700 $0.1191  $233,807,455  $221,263,551 $230,689,059  $216,958,634  $75,950 $71,430
7 2018-19 200171 303736  $1.1700 $0.1191 $232,680,260  $221,263,551 §229,502,538  $216,958,634  $75,560 $71,430
8 201020 2,091.71 3,037.36  $1.1700 $0.1191  $231,609,424  $221,263,551 $228,375,343  $216,958,634  $75,189 $71,430
9 202021 200171 3037.36  $1.1700 $0.1191  $230,592,131 $221,263,551  $227,304.507  $216,958,634  $74,836 $71,430
10 202122 209171 3,037.36  $1.1700 $0.1191 $229,625702  $221,263,551 $226,287,214  $216,958,634  §74,501 $71,430
1 2022-23  2,091.71 3037.36  $1.1700 $0.1191  $228,707,594 $226,707,594  $225320,785 $216,958,634  $74,183 $71,430
12 202324 200171 3,037.36  $1.1700 $0.1191 $227,835392  $227,835,392 $224,402,677  $224,402,677  $73,881 $73,881
13 202425 209171 303736  $1.1700 $0.1191  $227,006,800  §227,006,800 $223,530,475  $223,530,475  §73,594 $73,594
14 202526  2,00171 3,037.36 $1.1700 $0.1191 $226,219,638  $226,219,638 §222,701,883  $222,701,883  §73,321 $73,321
15 202627 2,0901.71 303736 $1.1700  $0.1101 §225471,833 §225471.833 $221914721  $221914,721  $73,062 $73,062
*Tier Il Yield: $47.65; AISD Yield: $59.97; Equalized Wealth: $476,500 per WADA
Table 2— “Baseline Revenue Model”--Project Value Added with No Value Limitation
State Aid  Recapture
M&O Taxes Additional From from the
State Aid- Excess Additional ~ Additional  Additional Total
Year of School  Compressed Hold Formula  Recapture Local M&O  M&OTax  Local Tax General
Agreement  Year Rate State Aid Harmless  Reduction Costs Collections  Collections Effort Fund
1 2012-13 $2,117,260  $13,245791 $0 $0 $0 $410,363  $2,046,884 80 $17,820,298
2 2013-14 $2.383,003  $13,245,791 $0 $0 $0 $461,886  $2,303,881 $0  $18,394,650
3 2014-15 $2,372,995  $12,974,533 $0 $0 $0 $459,929  $1,969,248 $0  $17,776,705
4 2015-16 $2,360,368  $12,988,096 $0 $0 $0 $457,481  $1,973,105 §0  $17,779,051
5 2016-17 $2,348,372  $13,000,981 $0 $0 $0 $455,156  $1,976,785 S0 $17,781,295
6 2017-18 $2,336,976 513,013,221 §0 $0 $0 §452,948  $1,980,295 §0  $17,783,440
7 2018-19 $2,326,150  $13,024,850 $0 $0 $0 $450,849  $1,983,643 §0  §17,785493
8 2019-20 $2,315,865 $13,035,897 $0 $0 $0 $448,856  $1,986,835 $0  §17,787,454
9 2020-21 $2,306,095  $13,046,391 $0 $0 $0 $446,962  $1,989,879 $0  §17,789,327
10 202122 $2,296,813  $13,066,361 $0 $0 $0 $445,163  $1,992,781 $0  $17,791,118
1 2022-23 $2,287,995  $13,065,833 $0 $0 $0 $443,454  $1,995546 $0  §17,792,829
12 2023-24 $2,279,618  $13,074,831 $0 $0 $0 §441,831  $1,998,182 $0  $17,794,462
13 2024-25 $2,271,660  $13,083,379 $0 $0 $0 $440,268  $2,000,694 $0  $17,796,021
14 2025-26 $2,264,099  $13,091,499 $0 $0 $0 $438,823  $2,003,087 $0  $17,797,508
15 2026-27 $2,266,917  $13,099.214 $0 $0 $0 $437.431  $2,005,368 $0  $17,798,929
School Finance Impact Study - RHISD Page |6 September 23, 2011
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Table 3- “Value Limitation Revenue Model”--Projeet Value Added with Value Limit

State Aid  Recaplure

M&O Taxes Additional From from the
@ State Aid- Excess Additional  Additional  Additional Total
Year of School  Compressed Held Formula  Recaplure Local M&O  M&OTax  Local Tax General
Agreement Year Rate State Aid Harmless  Reduclion Cosls Collections  Collections Effort Fund
1 2012-13 $2.117,260  §13,245791 $0 $0 $0 $410,363  $2,046,864 S0 $17,820,298
2 2013-14 $2,383,003  $13,245,791 $0 $0 $0 $461,886  $2,303,881 $0  $18,394,650
3 2014-15 $2.213,305  $12,974,533 $0 $0 $0 $426978  $1.836,728 80 $17,453,544
4 2015-16 $2,213,305  $13,147,786 $0 $0 §0 $428,978  $2,021,340 $0  $17,811,409
5 2016-17 $2,213,305  §13,147,786 $0 $0 $0 $428,976  $2,021,340 80  $17,811,409
6 2017-18 $2,213,305  $13,147,786 $0 $0 $0 $428,978  $2,021,340 $0  $17,811,409
7 2018-19 $2,213,306  $13,147.786 $0 $0 $0 $428,978  $2,021,340 $0  §17,811,409
8 2019-20 $2,213,3056  $13,147,786 $0 $0 $0 $428,978  $2,021,340 $0  $17,811,409
9 2020-21 $2,213,306  $13,147,786 $0 $0 $0 $428,976  $2,021,340 S0 $17,811,409
10 2021-22 $2,213,305  $13,147,786 $0 $0 $0 $428,978  $2,021,340 $0  $17,811,409
" 2022-23 $2,284,801  $13,147,786 $0 $0 $0 $442.835  $2,086,635 S0 $17,962,057
12 2023-24 $2,276,424  $13,074,831 $0 $0 $0 $441,212  $1,995,383 S0 $17,787,849
13 2024-25 $2,268,466  $13,083,379 $0 $0 $0 $439,669  $1,997,861 $0  $17,769,395
14 2025-26 $2,260,005  $13,091,499 $0 §0 $0 $438,204  $2,000,262 $0  $17,790,870
15 2026-27 $2,253,723  $13,099,214 $0 $0 $0 $436,812  $2,002,530 S0 §17,792,279
Table 4 — Value Limit less Project Value with No Limit
State Aid  Recapture
M&O Taxes Additional From from the
@ State Aid- Excess Additional  Additional  Additional Total
Year of School  Compressed State Hold Formula  Recapture  Local M&0 M&O Tax Local Tax ~ General
Agreement  Year Rate Aid Harmless  Reduction Costs Collections  Collections Effort Fund
1 201213 $0 $0 $0 $0 $0 $0 $0 $0 $0
2 2013-14 $0 $0 $0 $0 $0 $0 $0 $0 $0
3 2014-15 -$159,690 $0 $0 $0 $0 -$30,951 -$132,520 $0  -$323,161
4 2015-16 -$147,063  $159,690 $0 $0 $0 -528,503 $48,235 $0 $32,358
5 2016-17 6135068  $146,805 $0 $0 $0 -$26,179 $44,555 $0 $30,114
6 2017-18 5123672 $134,565 $0 $0 $0 -$23,970 $41,045 $0 $27,968
7 2018-19 112,846 $122,936 $0 $0 $0 -$21,871 $37,697 $0 $25,916
8 2019-20 -6102,561  $111,889 $0 $0 $0 -$19,878 $34,505 $0 $23,955
9 2020-21 $92,790  $101,395 $0 $0 $0 -$17,984 $31,461 $0 $22,081
10 2021-22 -$63,508  $91,425 $0 $0 $0 -$16,185 $28,559 $0 $20,291
i 2022-23 -$3,194  $81,953 $0 $0 $0 -$619 $91,089 $0  $169,228
12 2023-24 -$3,194 $0 $0 $0 $0 -$619 -$2,800 $0 -$6,613
13 2024-25 $3,194 $0 $0 $0 $0 -$619 -$2,813 $0 -$6,626
14 2025-26 -$3,194 $0 $0 $0 $0 -$619 -$2,826 30 -$6,639
15 2026-27 -$3,194 $0 $0 $0 $0 -$619 -$2,638 $0 -$6,651
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Table 5 - Estimated Financial impact of the Duke Energy Project Property Value Limitation Request Submitted
to RHISD at $1.17 M&O Tax Rate

Tax
Credils Tax
for First  Benefilto

Taxes Taxes Tax Two Company School

Estimated Before after Savings @ Years Befere District Estimated
Year of School Project Taxable Value Value Value Projected Above Revenue Revenue Net Tax
Agreement Year Value Value Savings Limit Limit M&O Rate Limit Protection Losses Benefits
1 2012-13 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
2 2013-14  $27,678,000  $27,678,000 $0 $323,833 $323,833 $0 $0 $0 $0 $0
3 2014-15  $26,294,100  $10,000,000  $16,294,100 $307,641 $117,000 $190,641 $0 $190,641 323,161 -$132,520
4 2015-16  $24,979,395  $10,000,000 §14,979,395 $292,259 $117,000 $175,259  $29,548 $204,806 $0 $204,806
5 201617 $23,730,425  $10,000,000  $13,730,425 $277,646 $117,000 $160,646  $29,548 $190,193 $0 $190,193
6 2017-18  $22,543,904  $10,000,000  $12,543,904 $263,764 $117,000 $146,764  $29,548 $176,311 $0 $176,311
7 2018-19  $21,416,709  $10,000,000  $11,416,709 $250,575 $117,000 $133,575  §29,548 $163,123 $0 $163,123
8 201920  $20,345,873  $10,000,000  $10,345,873 $238,047 $117,000 $121,047  $29,548 $150,594 $0 $150,594
9 2020-21  $19,328,580  $10,000,000  $9,328,580 $226,144 $117,000 $109,144  $20,548 $138,692 $0 $138,692
10 2021-22  $18,362,151  $10,000,000  §$8,362,151 $214,837 $117,000 $97,837  $29,548 $127,385 $0 $127,385
11 202223 $17,444,043  $17,444,043 $0 $204,095 $204,095 $0 $0 $0 $0 $0
12 2023-24  $16,571,841  $16,571,841 $0 $193,691 $193,891 $0 $0 $0 $0 $0
13 2024-25 $15,743,249  §15,743,249 $0 $184,196 $184,196 $0 $0 $0 $0 $0
14 2025-26  $14,956,087  $14,956,087 $0 $174,986 $174,086 $0 $0 $0 $0 $0
15 2026-27 $14,208,262  $14,208,282 $0 $166,237 $166,237 $0 $0 $0 $0 $0
Totals $3318,151 $2,183,238  $1,134913  $206,833  $1,341,746 -$323,161  $1,018,585
Tax Credit for Value Over Limit in First 2 Years Year1 Year 2 Max Credits

$0 $206,833  $206,833

Credits Eamed $206,833

Credits Paid $206.833

Excess Credils Unpaid $0

School Finance Impact Study - RHISD Page |8
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AGREEMENT FOR LIMITATION ON APPRAISED VALUE
OF PROPERTY FOR SCHOOL DISTRICT
MAINTENANCE AND OPERATIONS TAXES

by and between

R10 HONDO INDEPENDENT SCHOOL DISTRICT

and

DEGS Winp 1, LLC
(Texas Taxpayer ID # 32033832885)

Dated

December 12, 2011



AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY FOR
SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES

STATE OF TEXAS §
COUNTY OFF CAMERON s

THIS AGREEMENT FOR LIMITATION ON APPRAISED VALUE OF PROPERTY
FOR SCHOOL DISTRICT MAINTENANCE AND OPERATIONS TAXES, hereinafter
referred (o as this “Agreement,” is executed and delivered by and between the R0 HONDO
INDEPENDENT SCHOOL DISTRICT, hereinafter referred to as the “District,” a lawfully created
independent school district within the State of Texas operating under and subject to the Texas
Education Code, and DEGS Winp 1, LLC, Texas Taxpayer Identification Number
32033832885, hereinafter referred to as the “Applicant.” The Applicant and the District are each
hereinafter sometimes referred to individually as a “Party”™ and collectively as the “Parties.”
Certain capitalized and other terms used in this Agreement shall have the meanings ascribed (o
them in Section 1.3.

RECITALS

WHEREAS, on or about August 3, 2011, the Superintendent of Schools of the Rio
Hondo Independent School District, acting as agent of the Board of Trustees of the District (the
“Board of Trustees”), received from the Applicant an Application for Appraised Value
Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax Code; and,

WHEREAS, on August 8, 2011, the Board of Trustees authorized the Superintendent to
accept, on behalf of the District, the Application from DEGS Wind I, LLC, and on September
16, 201 1, the Superintendent acknowledged receipt of a completed Application and the requisite
application fee as established pursuant to Texas Tax Code §313.025(a)(1) and Local District

Policy CCG (Local); and,

WHEREAS, the Application was delivered to the office of the Texas Comptroller of
Public Accounts (hereinafter referred to as the “Comptroller™) for review pursuant to Texas Tax
Code §313.025(d); and, ,

IWHEREAS, The Comptroller has established October 24, 2011 as the completed
Application date; and,

WHEREAS, pursuant to 34 Texas Admin Code §9.1054, the Application was delivered
for review to the Cameron County Appraisal District under Texas law (the “County Appraisal
District™), pursuant to Texas Tax Code §6.01; and,

WHEREAS, the Comptroller reviewed the Application pursuant to Texas Tax Code
§313.025(d), and on November 21, 2011, the Comptroller’s Office, via letter, recommended that
the Application be approved; and,

Second Draft - Agreement for Limitation on Appraised Value
Between Rio Hondo Independent School Distriet and DEGS Wind 1, LLC
December 12,2011
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IWHEREAS, the Comptroller condueted an economic impact evaluation pursuant to
Chapter 313 of the Texas Tax Code which was presented to the Board of Trustees at the
December 12, 2011 public hearing held in connection with the Board’s consideration of the
Application; and,

WHEREAS, the Board of Trustees has carefully reviewed the economic impact
evaluation pursuant to Texas Tax Code §313.026 and has carefully considered the Comptroller’s
positive recommendation for the project; and,

WHEREAS. on December 12, 2011, the Board of Trustees conducted a public hearing
on the Application at which it solicited input into its deliberations on the Application from all
interested parties within the District; and,

WHEREAS, on December 12, 2011, the Board of Trustees made factual findings
pursuant to Texas Tax Code §313.025(f), including, but not limited to findings that: (i) the
information in the Application is true and correct; (ii) this Agreement is in the best interest of
the District and the State of Texas; (iii) the Applicant is eligible for the limitation on appraised
value of the Applicant’s Qualified Property; and, (iv) each criterion referenced in Texas Tax
Code §313.025(e) has been met; and,

WHEREAS, on December 12, 2011, pursuant to the provisions of Texas Tax Code
§313.025(f-1), the Board of Trustees waived the job creation requirement set forth in Texas Tax
Code §313.051(b), based upon its factual finding, made on December 12, 2011, that the if the
number of jobs required by law (i.e. 10 jobs) was applied to this project, given its size and scope
as described in the Application and in EXHIBIT 3, the number of jobs will exceed the industry
standard for the number of employees reasonably necessary for the operation of the facility; and,

WHEREAS. on December 12, 2011, the Board of Trustees determined that the Tax
Limitation Amount requested by Applicant, and as defined in Sections 1.2 and 1.3, be low, is
consistent with the minimum values set out by Tax Code, §§313.022(b) and 313.052, as such
Tax Limitation Amount was computed as of the date of this Agreement; and,

WHEREAS, on December 8, 2011, the District received written notification,
pursuant to 34 Texas Administrative Code §9.1055(e)(2)(A), that the Comptroller reviewed this
Agreement, and reaffirmed the recommendation previously made on November 21, 2011 that the
Application be approved; and,

WHEREAS, on December 12, 2011, the Board of Trustees approved the form of this
Agreement for a Limitation on Appraised Value of Property for School District Maintenance and
Operations Taxes, and authorized the President and Secretary of the Board of Trustees to execute
and deliver such Agreement to the Applicant;

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants
and agreements herein contained, the Parties agree as follows:

Agreement for Limitation on Appraised Value

Between Rio Hondo Independent Scheol Distriet and DEGS Wind I, LLC
December 12,2011
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ARTICLE I
AUTHORITY, TERM, DEFINITIONS, AND GENERAL PROVISIONS
Section 1.1 Authority

This Agreement is executed by the District as its written agreement with the_Applicant
pursuant to the provisions and authority granted to the District in Texas Tax Code §313.027.

Section 1.2 Term of the Agreement

This Agreement shall commence and first become effective on the Commencement Date,
as defined in Section 1.3, below. In the event that Applicant makes a Qualified Investment in the
amount specified in Section 2.6 below, between the Commencement Date and the end of the
Qualifying Time Period, Applicant will be entitled to the Tax Limitation Amount defined in
Section 1.3 below, for the following Tax Years: 2014, 2015, 2016, 2017, 2018, 2019, 2020 and
2021. The limitation on the local ad valorem property values for Maintenance and Operations
purposes shall commence with the property valuations made as of January 1, 2014, the appraisal
date for the third full Tax Year following the Commencement Date.

The period beginning with the Commencement Date of December 12, 2011 and ending
on December 31, 2013 is referred to herein as the “Qualifying Time Period,” as that term is
defined in Texas Tax Code §313.021(4). Applicant shall not be entitled to the Tax Limitation
during the Qualifying Time Period.

Unless sooner terminated as provided herein, the limitation on the local ad valorem
property values shall terminate on December 31, 2021. Except, as otherwise provided herein,
this Agreement will terminate in full on the Final Termination Date. The termination of this
Agreement shall not (i) release any obligations, liabilities, rights and remedies arising out of any
breach of, or failure to comply with, this Agreement occurring prior to such termination, or (ii)
affect the right of a Party to enforce the payment of any amount, including any Tax Credit, to
which such Party was entitled before such termination or to which such Party became entitled as
a result of an event that occurred before such termination.

Except as otherwise provided herein, the Tax Years for which this Agreement is effective
are as set forth below and set forth opposite each such Tax Year are the corresponding year in the
term of this Agreement, the date of the Appraised Value determination for such Tax Year, and a
summary description of certain provisions of this Agreement corresponding to such Tax Year (it
being understood and agreed that such summary descriptions are for reference purposes only,
and shall not affect in any way the meaning or interpretation of this Agreement):

Full Tax Year Date of School Tax Year Summary Description
of Agreement Appraised Year of Provisions
Value
Determination |

Agreement for Limitation on Appraised Value

Between Rio Hondo Independent School District and DEGS Wind I, LLC
December 12,2011
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Full Tax Year  Dateof School | Tax Year _‘ gumaa_r;\_' DE&&'i[)thl{ -
of Agreement Appraised Year of Provisions
Value
B ) Determination | N B _ B o

Partial Year January [, 2011 2011-12 | 2011 Start of Qualifying Time Period

(Commencing beginning with Commencement

December 12, Date. No limitation on value,

2011 First year for computation of
Annual Limit.

1 January 1, 2012 2012-13 | 2012 Qualifying Time Period. No
limitation on value. Possible
tax credit in future years.

2 January 1, 2013 2013-14 | 2013 Qualifying Time Period. No N
limitation on value. Possible
tax credit in future ycars.

3 January 1,2014 | 2014-15 | 2014 $ 10 million property value |
limitation.

4 January 1, 2015 2015-16 | 2015 $ 10 million property value
limitation. Possible tax credit
due to Applicant.

- 5 January 1, 2016 2016-17 | 2016 $ 10 million property value
limitation. Possible tax credit
due to Applicant.

6 January 1, 2017 2017-18 | 2017 $ 10 million property value
limitation. Possible tax credit
due to Applicant.

T [January 1,2018 | 2018-19 | 2018 | $ 10 million property value |
limitation. Possible tax credit
due to Applicant.

8 January 1, 2019 2019-20 | 2019 $ 10 million property value
limitation. Possible tax credit
due to Applicant.

T 9 |lanuary1,2020 | 202021 [2020 | 'S 10 million property value
limitation. Possible tax credit

[ R | dueto Applicant.




Full Tax Year Date of School Tax Year Summary Description
of Agreement Appraised Year of Provisions
Value
i Determination | ) )

10 January 1, 2021 2021-22 | 2021 $ 10 million property value
limitation. Possible tax credit
due to Applicant.

11 January 1, 2022 2022-23 | 2022 No tax limitation. Possible tax
credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination,

12 January 1, 2023 2023-24 | 2023 No tax limitation. Possible tax
credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination.

13 January 1, 2024 2024-25 | 2024 No tax limitation. Possible tax

credit due to Applicant.
Applicant obligated to Maintain
Viable Presence if no early
termination.

Section 1.3

Definitions

Wherever used herein, the following terms shall have the following meanings, unless the
context in which used clearly indicates another meaning, to-wit:

“Aer” means the Texas Economic Development Act set forth in Chapter 313 of the Texas
Tax Code, as amended as it existed on the date of this Agreement.

“Affiliate™ of any specified person or entity means any other person or entity which,
directly or indirectly, through one or more intermediaries, controls, or is controlled by, or is
under direct or indirect common control with such specified person or entity. For purposes of
this definition “control” when used with respect to any person or entity means (i) the ownership,
directly or indirectly, or fifty percent (50%) or more of the voting securities of such person or
entity, or (ii) the right to direct the management or operations of such person or entity, directly or
indirectly, whether through the ownership (directly or indirectly) of securities, by contract or

otherwise.

Agreement for Limitation

Between Rio Hondo Independent School District and DEGS Wind I, LLC

December 12,2011
Page 5

on Appraised Value




“Affiliated Group™ means a group of one or more entities in which a controlling interest
is owned by a common owner or owners, either corporate or non-corporate, or by one or more of
the member entities.

“Aogreoate Limit” means, for any Tax Year during the term of this Agreement, the
cumulative total of the Annual Limit amount for such Tax Year and for all previous Tax Years
during the course of this Agreement, less all amounts paid by the Applicant to or on behalf of the
District under Article IV,

“Agreement” means this Agreement, as the same may be modified, amended, restated,
amended and restated, or supplemented from time to time in accordance with Section 6.3.

“Annual Limit” means the maximum annual benefit which can be paid directly to the
District as a Supplemental Payment under the provisions of Texas Tax Code §313.027(i). For
purposes of this Agreement, the amount of the Annual Limit shall be calculated, pursuant to
Texas Education Code §42.005, by multiplying the District’s 2011-2012 average daily
attendance of 2,094.999, times $100, or any larger amount allowed by Texas Tax Code
§313.027(i), if such limit amount is increased for any future year of this Agreement. The Annual
Limit shall first be computed for Tax Year 2011, which, by virtue of the Commencement Date is
the first year of the Qualifying Time Period under this Agreement.

“Applicant” means DEGS Wind 1, LLC, Texas Taxpayer Identification Number
32033832885, the company listed in the Preamble of this Agreement who, on or about August 3,
2011, filed the Original Application materials with the District for an Appraised Value
Limitation on Qualified Property, pursuant to Chapter 313 of the Texas Tax Code. The term
“Applicant” shall also include the Applicant’s assigns and successors-in-interest.

“Applicable School Finance Law” means Chapters 41 and 42 of the Texas Education
Code, the Texas Economic Development Act (Chapter 313 of the Texas Tax Code), Chapter
403, Subchapter M, of the Texas Government Code applicable to the District, and the
Constitution and general laws of the State applicable to the independent school districts of the
State, including specifically, the applicable rules and regulations of the agencies of the State
having jurisdiction over any matters relating to the public school systems and school districts of
the State, and judicial decisions construing or interpreting any of the above. The term also
includes any amendments or successor statutes that may be adopted in the future that could
impact or alter the calculation of the Applicant’s ad valorem tax obligation to the District, either
with or without the limitation of property values made pursuant to this Agreement.

“Application” means the Original Application for Appraised Value Limitation on
Qualified Property (Chapter 313, Subchapter B or C, of the Texas Tax Code) filed with the
District by the Applicant on or about August 3, 2011, which has been certified by the
Comptroller’s office to collectively constitute a complete final Application as of the date of
October 24, 2011. The term includes all forms required by the Comptroller, the schedules
attached thereto, and all other documentation submitted by Applicant for the purpose of
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obtaining this Agreement with the District. The term also includes all amendments and
supplements thereto submitted by Applicant.

“Appraised Value” shall have the meaning assigned to such term in Section 1.04(8) of
the Texas Tax Code.

“Appraisal _District” or “County Appraisal District” means the Cameron County
Appraisal District.

“Board of Trustees” means the Board of Trustees of the Rio Hondo Independent School
District.

“Commencement Date”” means December 12, 2011, the date upon which this Agreement
was approved by the District’s Board of Trustees.

“Completed Application Date” means October 24, 2011, the date upon which the
Comptroller determined to be the date of its receipt of a completed Application for Appraised
Value Limitation on Qualified Property (Tax Code, Chapter 313, Subchapter B or C),
Comptroller Form 50-296, from the Applicant.

“Comptroller” means the Texas Comptroller of Public Accounts, or the designated
representative of the Texas Comptroller of Public Accounts acting on behalf of the Comptroller.

“Comptroller’s Rules” means the applicable rules and regulations of the Comptroller set
forth at Chapter 34 Texas Administrative Code, Chapter 9, Subchapter D, together with any
court or administrative decisions interpreting same.

0

County” means Cameron County, Texas.

“Determination of Breach” shall have the meaning assigned to such term in Section 7.8
of this Agreement

“District” or “School District” means the Rio Hondo Independent School District, being
a duly authorized and operating independent school district in the State, having the power to
levy, assess, and collect ad valorem taxes within its boundaries and to which Subchapter C of the
Act applies. The term also includes any successor independent school district or other successor
governmental authority having the power to levy and collect ad valorem taxes for school
purposes on the Applicant’s Qualified Property or the Applicant’s Qualified Investment.

“Final Termination Date” means December 31, 2024, except for any final payment
obligation under Sections 3.3 or 4.2, below.

“Force Majeure” means a failure caused by (a) provisions of law, or the operation or
effect of rules, regulations or orders promulgated by any governmental authority having
jurisdiction over the Applicant, the Applicant’s Qualified Property or the Applicant’s Qualified
Investment or any upstream, intermediate or downstream equipment or support facilities as are
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necessary Lo the operation of the Applicant’s Qualified Property or the Applicant’s Qualified
Investment; (b) any demand or requisition, arrest, order, request, directive, restraint or
requirement of any government or povernmental agency whether federal, state, military, local or
otherwise; (¢) the action, judgment or decree of any court; (d) floods, storms, hurricanes,
evacuation due to threats of hurricanes, lightning, earthquakes, washouts, high water, fires, acts
of God or public enemies, wars (declared or undeclared), blockades, epidemics, riots or civil
disturbances, insurrections, strikes, labor disputes (it being understood that nothing contained in
this Agreement shall require the Applicant to settle any such strike or labor dispute), explosions,
breakdown or failure of plant, machinery, equipment, lines of pipe or electric power lines (or
unplanned or forced outages or shutdowns of the foregoing for inspections, repairs or
maintenance), inability to obtain, renew or extend franchises, licenses or permits, loss,
interruption, curtailment or failure to obtain electricity, gas, steam, water, wastewater disposal,
waste disposal or other utilities or utility services, inability to obtain or failure of suppliers to
deliver equipment, parts or material, or inability of the Applicant to ship or failure of carriers to
transport electricity from the Applicant’s facilities; or (e) any other cause (except financial),
whether similar or dissimilar, over which the Applicant has no reasonable control and which
forbids or prevents performance.

“Land” shall have the meaning assigned to such term in Section 2.2.

“Maintain Viable Presence” means after the development and construction of the project
described in the Application and in the description of the Applicant’s Qualified
Investment/Qualified property as set forth in Section 2.3, below, (i) the operation over the term
of this Agreement of the facility or facilities for which the tax limitation is granted, as the same
may from time to time be expanded, upgraded, improved, modified, changed, remodeled,
repaired, restored, reconstructed, reconfigured, and/or reengineered: (ii) the maintenance of at
least the number of New Jobs required by Chapter 313 of the Texas Tax Code from the time they
are created until the Final Termination Date; and (iii) the maintenance of at least the number of
Qualifying Jobs set forth in the Application from the time they are created until the Final
Termination Date.

“M&O Amount” shall have the meaning assigned to such term in Section 3.2 of this
Agreement.

“Maintenance and Operations Revenue” or “M&O Revenue” means (i) those revenues
which the District receives from the levy of its annual ad valorem maintenance and operations
tax pursuant to Texas Education Code §45.002 and Article VII §3 of the Texas Constitution, plus
(i) all State revenues to which the District is or may be entitled under Chapter 42 of the Texas
Education Code or any other statutory provision as well as any amendment or successor statute
to these provisions, plus (iii) any indemnity payments received by the District under other
agreements similar to this Agreement to the extent that such payments are designed to replace
District M&O Revenue lost as a result of such similar agreements, less (iv) any amounts
necessary to reimburse the State of Texas or another school district for the education of
additional students pursuant to Chapter 41 of the Texas Education Code.
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“Market Value™ shall have the meaning assigned to such term in Section 1.04(7) of the

Texas Tax Code.

“Net Tax Benefit® means an amount (but not less than zero) equal to (i) the amount of
maintenance and operations ad valorem taxes which the Applicant would have paid to the
District for all Tax Years during the term of this Agreement if this Agreement had not been
entered into by the Parties, (ii) adding to the amount determined under clause (i) all Tax Credits
received by the Applicant under Chapter 313, Tax Code, and (iii) subtracting from the sum of the
amounts determined under clauses (i) and (ii) the sum of (A) all maintenance and operations ad
valorem school taxes actually due to the District or any other governmental entity, including the
State of Texas, for all Tax Years of this Agreement, plus (B) any payments due to the District
under Article TIT under this Agreement.

“New Jobs” means the total number of “new jobs™ defined by 34 Texas Administrative
Code §9.1051(14)(C), which the Applicant will create in connection with the project described in
the Application and in the description of the Applicant’s Qualified Investment and Qualified
Property as set forth in Section 2.3, below. In accordance with the requirements of Texas Tax
Code §313.024(d), cighty percent (80%), of all New Jobs on the project shall also be Qualifying
Jobs, as defined below.

“Oualified Investment™ has the meaning set forth in Chapter 313 of the Texas Tax Code,
as interpreted by the Comptroller’s Rules, as these provisions existed on the date of this
Agreement, and applying any specific requirements for rural school districts imposed by
Subchapter C of Chapter 313 of the Texas Tax Code and by the Comptroller’s Rules.

“Oualifying Jobs” means the number of New Jobs the Applicant will create in
connection with the project described in the Application and in the description of the Applicant’s
Qualified Investment and the Applicant’s Qualified Property as set forth in Section 2.3, below,
which meet the requirements of Texas Tax Code 313.021(3).

“Oualified Property” has the meaning set forth in Chapter 313 of the Texas Tax Code, as
interpreted by the Comptroller’s Rules and the Texas Attorney General, as these provisions
existed on the date of this Agreement, and applying any specific requirements for rural school
districts imposed by Subchapter C of Chapter 313 of the Texas Tax Code and by the
Comptroller’s Rules.

“Oualifying Time Period” means the period that begins on the Commencement Date
(i.e., December 12, 2011) and ends on December 31, 2013.

“Revenue Protection Amount” means the amount calculated pursuant to Section 3.2 of
this Agreement.

“State” means the State of Texas.

“Substantive Document” means a document or other information or data in clectronic
media determined by the Comptroller to substantially involve or include information or data
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significant to an application, the evaluation or consideration of an application, or the agreement
or implementation of an agreement for limitation of appraised value pursuant to Tax Code,
Chapter 313, The term includes, but is not limited to, any application requesting a limitation on
appraised value and any amendments or supplements, any economic impact evaluation made in
connection with an application, any agreement between applicant and the school district and any
subsequent amendments or assignments, any school district written finding or report filed with
the Comptroller as required under this subchapter, and any application requesting school tax
credits under Tax Code, §313.103.

“Tax Credit” means the tax credit, either to be paid by the District to the Applicant, or to
be applied against any taxes that the District imposes on the Applicant’s Qualified Property, as
computed under the provisions of Subchapter D of the Act, and rules adopted by the Comptroller
and/or the Texas Education Agency, provided that the Applicant complies with the requirements
under such provisions, including the timely filing of a completed application under Texas Tax
Code § 313.103 and the duly adopted administrative rules relating thereto.

“Tax Limitation Amount” means the maximum amount which may be placed as the
Appraised Value on Qualified Property/Qualified Investment for years three (3) through ten (10)
of this Agreement pursuant to Texas Tax Code §313.054. That is, for each of the eight (8) Tax
Years 2014, 2015, 2016, 2017, 2018, 2019, 2020, and 2021, the Appraised Value of the
Applicant’s Qualified Investment for the District’s maintenance and operations ad valorem tax
purposes shall not exceed, and the Tax Limitation Amount shall be, the lesser of:

(i) the Market Value of the Applicant’s Qualified Investment; or
(i)  Ten Million Dollars ($10,000,000.00).

The Tax Limitation Amount is based on the limitation amount for the category that applies to the
District on the effective date of this Agreement, as set out by Tax Code, §313.022(b) or
§313.052, as applicable.

“Tux Year” shall have the meaning assigned to such term in Section 1.04(13) of the Texas
Tax Code (i.c., the calendar year).

“Tuxable Value” shall have the meaning assigned to such term in Section 1.04(10) of the
Texas Tax Code.

“Texas Education Agency Rules” means the applicable rules and regulations adopted by
the Texas Commissioner of Education in relation to the administration of Chapter 313, Texas
Tax Code, which are set forth at Title 19 — Part 2, Texas Administrative Code (including, but not
limited to, §61.1019), together with any court or administrative decisions interpreting same.

ARTICLE II

PROPERTY DESCRIPTION
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Section 2.1  Location Within a Qualified Reinvestment or Enterprise Zone

The Applicant’s Qualificd Property upon which the Applicant’s Qualified Investment
will be located is within an area designated as a reinvestment zone under Chapter 312 of the
Texas Tax Code. The legal description of the reinvestment zone in which the Applicant’s
Qualified Property is located is attached to this Agreement as Exhibit 1 and is incorporated
herein by reference for all purposes.

Section 2.2 Location of Qualified Property

The location of the Applicant’s Qualified Property upon which the Applicant’s Qualified
Investment will be located is described in the legal description that is attached to this Agreement
as Exhibit 2 and is incorporated herein by reference for all purposes. The Parties expressly
agree that the boundaries of the Land may not be materially changed from its configuration
described in Exhibit 2 without the express authorization of each of the Parties.

Seetion 2.3 Description of Qualified Investment and Qualified Property

The Qualified Investment and/or Qualified Property that is subject to the Tax Limitation
Amount is described in Exhibit 3, which is attached hereto and incorporated herein by reference
for all purposes (the “Applicant’s Qualified Investment”). The Applicant’s Qualified Investment
shall be that property described in Exhibit 3 that is placed in service under the terms of the
Application during the Qualifying Time Period described in both Section 1.2, above and the
definition of Qualifying Time Period set forth in Section 1.3, above. The Applicant’s Qualified
Property shall be all property described in Exhibit 3, including, but not limited to, the
Applicant’s Qualified Investment, which: (1) is owned by the Applicant; (2) is first placed in
service after October 24, 2011, the completed Application date established by the Comptroller;
and (3) is used in connection with the activities described in the Application. Property which is
not specifically described in Exhibit 3 shall not be considered by the District or the Appraisal
District to be part of the Applicant’s Qualified Investment or the Applicant’s Qualified Property
for purposes of this Agreement, unless pursuant to Texas Tax Code §313.027(e) and Section 8.3
of this Agreement, the Board of Trustees, by official action, provides that such other property is
a part of the Applicant’s Qualified Property for purposes of this Agreement.

Property owned by the Applicant which is not described on Exhibit 3 may not be
considered to be Qualified Property unless the Applicant:

(i) submits to the District and the Comptroller a written request to add such
property to this Agreement, which request shall include a specific
description of the additional property to which the Applicant requests that
the Tax Limitation Amount apply;

(i)  notifies the District and the Comptroller of any other changes to the
information that was provided in the Application approved by the District;

and,
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(iii)  provides any additional information reasonably requested by the District
or the Comptroller that is necessary (o re-evaluate the economic impact
analysis for the new or changed conditions.

Section 2.4 Applicant’s Obligations to Provide Current Inventory of Qualified
Property

At the end of the Qualifying Time Period, or at any other time when there is a material
change in the Applicant’s Qualified Property located on the Land described in Exhibit 2, or upon
a reasonable request by the District, the Comptroller, or the Appraisal District, the Applicant
shall provide to the District, the Comptroller, and the Appraisal District a specific and detailed
description of the tangible personal property, buildings, or permanent, nonremovable building
components (including any affixed to or incorporated into real property) on the Qualified
Property to which the Tax Limitation Amount applies including maps or surveys of sufficient
detail and description to locate all such described property within the boundaries of the real
property which is subject to this Agreement.

Section 2.5  Qualifying Use

The Applicant’s Qualified Investment described above in Section 2.3 qualifics for a Tax
Limitation Agreement under Texas Tax Code §313.024(b)(5) as a renewable energy electric
generation facility.

Section 2.6  Limitation on Appraised Value

So long as the Applicant makes a Qualified Investment in the amount Ten Million
Dollars ($10,000,000.00), or greater, during the Qualifying Time Period, and unless this
Agreement has been terminated as provided herein before such Tax Year, for each of the
following eight (8) Tax Years 2014, 2015, 2016, 2017, 2018, 2019, 2020, and 2021, the
Appraised Value of the Applicant’s Qualified Investment for the District’s maintenance and
operations ad valorem tax purposes shall not exceed the lesser of:

(i) the Market Value of the Applicant’s Qualified Investment; or
(ii)  Ten Million Dollars ($10,000,000.00).

This Tax Limitation Amount is based on the limitation amount for the category that applies to
the District on the effective date of this Agreement, as set out by Texas Tax Code §313.023.

ARTICLE 111
PROTECTION AGAINST LOSS OF FUTURE DISTRICT REVENUES

Section 3.1  Intent of the Parties
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Subject to the limitations contained in this Agreement (including Section 5.1), it is the
intent of the Parties that the District shall, in accordance with the provisions of Texas Tax Code
§313.027(D(1), be compensated by the Applicant for any loss that the District incurs in its
Maintenance and Operations Revenue solely as a result of, or on account of, entering into this
Agreement. Such compensation shall be independent of, and in addition to, all such other
payments as are set forth in Article I and Article TV. Subject only to the limitations contained
in this Agreement (including Section 5.1), it is the intent of the Parties that the risk of any
negative financial consequence to the District in making the decision to enter into this
Agreement will be borne by the Applicant and not by the District, and paid by the Applicant to
the District in addition to any and all payments due under Article IV.

Section 3.2 Calculating the Amount of Loss of Revenues by the District

Subject to the provisions of Sections 5.1 and 5.2, the amount to be paid by the Applicant
to compensate the District for loss of Maintenance and Operations Revenue resulting from, or on
account of, this Agreement for each year during the term of this Agreement (the “M&O
Amount”) shall be determined in compliance with the Applicable School Finance Law in effect
for such year and according to the following formula:

The M&O Amount owed by the Applicant to the District means the Original M&O
Revenue minus the New M&O Revenue;

Where:

(i) “Original M&O Revenue” means the total State and local Maintenance &
Operations Revenue that the District would have received for the school
year under the Applicable School Finance Law had this Agreement not
been entered into by the Parties and the Applicant’s Qualified Property
and/or the Applicant’s Qualified Investment been subject to the ad
valorem maintenance and operations tax.

(i)  “New M&O Revenue™ means the total State and local Maintenance &
Operations Revenue that the District actually received for such school
year, after all adjustments have been made to such Maintenance and
Operations Revenue because of any portion of this Agreement.

In making the calculations required by this Section 3.2:

(1) The Taxable Value of property for cach school year will be determined
under the Applicable School Finance Law.

(i) For purposes of this calculation, the tax collection rate on the Applicant’s
Qualified Property and/or the Applicant’s Qualified Investment will be
presumed to be one hundred percent (100%)
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(iii)

(iv)

(v)

Section 3.3

If, for any year of this Agreement, the difference between the Original
M&O Revenue and the New M&O Revenue as calculated under this
Section 3.2 results in a negative number, the negative number will be
considered to be zero.

All calculations made for years three (3) through ten (10) of this
Agreement under Section 3.2, Subsection ii of this Agreement will reflect
the Tax Limitation Amount for such year.

All calculations made under this Section 3.2 shall be made by a
methodology which isolates the full M & O revenue impact caused by this
Agreement. The Applicant shall not be responsible to reimburse the
District for other revenue losses created by other agreements, or any other
factors not contained in this Agreement.

Compensation for Loss of Other Revenues

In addition to the amounts determined pursuant to Section 3.2 above, and to the extent
provided in Section 6.3, the Applicant, on an annual basis, shall also indemnify and reimburse
the District for the following:

(i)

(i)

Section 3.4

all non-reimbursed costs incurred by the District in paying or otherwise
crediting to the account of the Applicant, any applicable tax credit to
which the Applicant may be entitled pursuant to Chapter 313, Subchapter
D of the Texas Tax Code, and for which the District does not receive
reimbursement from the State pursuant to Texas Education Code
§42.2515, or other similar or successor statute; and,

all non-reimbursed costs, certified by the District’s external auditor to
have been incurred by the District for extraordinary education-related
expenses related to the Applicant’s Qualified Investment that are not
directly funded in state aid formulas, including expenses for the purchase
of portable classrooms and the hiring of additional personnel to
accommodate a temporary increase in student enrollment attributable to
the Applicant’s Qualified Investment. The Applicant may contest the
amounts certified by the District’s external auditor under the provisions of
Section 3.8.

Calculations to Be Made by Third Party

All calculations under this Agreement shall be made annually by an independent third
party (the “Third Party”™) jointly approved each year by the District and the Applicant. If the
Parties cannot agree on the Third Party, then the Third Party shall be selected by the mediator
provided in Section 7.9 of this Agreement.

Section 3.5

Data Used for Caleulations
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The calculations for payments under this Agreement shall be initially based upon the
valuations placed upon the Applicant’s Qualified Investment and/or the Applicant’s Qualified
Property by the County Appraisal District in its annual certified tax rolls submitted to the District
pursuant to Texas Tax Code §26.01 on or about July 25 of each year of this Agreement.
Immediately upon receipt of the valuation information by the District, the District shall submit
the valuation information to the Third Party selected under Section 3.4. The certified tax roll
data shall form the basis of the calculation of any and all amounts due under this Agreement. All
other data utilized by the Third Party to make the calculations contemplated by this Agreement
shall be based upon the best available current estimates. The data utilized by the Third Party
shall be adjusted from time to time by the Third Party to reflect actual amounts, subsequent
adjustments the County Appraisal District o the District’s certified tax rolls or any other changes
in student counts, tax collections, or other data.

Section 3.6  Delivery of Calculations

On or before November 1 of each year for which this Agreement is effective, the Third
Party appointed pursuant to Section 3.4 of this Agreement shall forward to the Parties a
certification containing the calculations required under Sections 3.2 and/or 3.3 and Article TV,
and/or under Section 5.1 of this Agreement in sufficient detail to allow the Parties to understand
the manner in which the calculations were made. The Third Party shall simultaneously submit
his, her or its invoice for fees for services rendered to the Parties, il any fees are being claimed.
Upon reasonable prior notice, the employees and agents of the Applicant shall have access, at all
reasonable times, to the Third Party’s offices, personnel, books, records, and correspondence
pertaining to the calculation and fee for the purpose of verification. The Third Party shall
maintain supporting data consistent with generally accepted accounting practices, and the
employees and agents of the Applicant shall have the right to reproduce and retain for purpose of
audit, any of these documents. The Third Party shall preserve all documents pertaining to the
calculation and fee for a period of five (5) years after payment. The Applicant shall not be liable
for any of the Third Party’s costs resulting from an audit of the Third Party’s books, records,
correspondence, or work papers pertaining to the calculations contemplated by this Agreement or
the fee paid by the Applicant to the Third Party pursuant to Section 3.7, if such fee is timely paid.

Section 3.7 Payment by Applicant

The Applicant shall pay any amount determined to be due and owing to the District under
this Agreement on or before the January 31 next following the tax levy for each year for which
this Agreement is effective. By such date, the Applicant shall also pay any amount billed by the
Third Party for all calculations under this Agreement under Section 3.6, above, plus any
reasonable and necessary legal expenses paid by the District to its attorneys, auditors, or
financial consultants for the preparation and filing of any financial reports, disclosures, or tax
credit or other reimbursement applications filed with or sent to the State of Texas which are, or
may be required under the terms or because of the execution of this Agreement. For No Taz Year
during the term of this Agreement shall the Applicant be responsible for the payment of any
expenses under this Section 3.7 and Section 3.6, above, in excess of Ten Thousand Dollars

($10,000.00).
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Section 3.8  Resolution of Disputes

Pursuant o Sections 3.3(b), 3.4, and 3.6, should the Applicant disagree with the
certification containing the calculations, the Applicant may appeal the findings, in writing, to the
Third Party within thirty (30) days of receipt of the certification. Within thirty (30) days of
receipt of the Applicant’s appeal, the Third Party will issue, in writing, a final determination of
the certification containing the calculations. Thereafter, the Applicant may appeal the final
determination of certification containing the calculations to the District. Any appeal by the
Applicant of the final determination of the Third Party may be made, in writing, to the District’s
Board of Trustees within thirty (30) days of the final determination of certification containing the
calculations.

Section 3.9  Effect of Property Value Appeal or Other Adjustment

If at the time the Third Party selected under Section 3.4 makes its calculations under this
Agreement, the Applicant has appealed any matter relating to the valuations placed by the
County Appraisal District on the Applicant’s Qualified Property, and such appeal remains
unresolved, the Third Party shall base its calculations upon the values placed upon the
Applicant’s Qualified Property by the County Appraisal District.

If as a result of an appraisal appeal or for any other reason, the Taxable Value of the
Applicant’s Qualified Investment and/or the Applicant’s Qualified Property is changed, once the
determination of the new Taxable Value becomes final, the Parties shall immediately notify the
Third Party who shall immediately issue new calculations for the applicable year or years using
the new Taxable Value. In the event the new calculations result in a change in any amount paid
or payable by the Applicant under this Agreement, the Party from whom the adjustment is
payable shall remit such amounts to the other Party within thirty (30) days of the receipt of the
new calculations from the Third Party.

Section 3.10 Effect of Statutory Changes

Notwithstanding any other provision in this Agreement, but subject to the limitations
contained in Section 5.1, in the event that, by virtue of statutory changes to the Applicable
School Finance Law, administrative interpretations by the Comptroller, Commissioner of
Education, or the Texas Education Agency, or for any other reason attributable to statutory
change, the District will receive less Maintenance and Operations Revenue, or, if applicable, will
be required to increase its payment of funds to the State, because of its participation in this
Agreement, the Applicant shall make payments to the District, up to the revenue protection
amount limit set forth in Section 5.1, that are necessary to offset any negative impact on the
District as a result of its participation in this Agreement. Such calculation shall take into account
any adjustments to the amount calculated for the current fiscal year that should be made in order
to reflect the actual impact on the District.

ARTICLE 1V

SUPPLEMENTAL PAYMENTS
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Section 4.1  Intent of Parties with Respect to Supplemental Payments

In interpreting the provisions of Article 1V, the parties agree as follows:

(i) Amounts Exclusive of Indemnity Amounts

In addition to undertaking the responsibility for the payment of all of the amounts
set forth under Article 111, and as further consideration for the execution of this
Agreement by the District, the Applicant shall also be responsible for the
Supplemental Payments set forth in this Article IV (the Supplemental Payments™).
The Applicant shall not be responsible to the District or to any other person or
persons in any form for the payment or transfer of money or any other thing of
value in recognition of, anticipation of, or consideration for this Agreement for
limitation on appraised value made pursuant to Chapter 313, Texas Tax Code,
unless it is explicitly set forth in this Agreement. It is the express intent of the
Parties that the Applicant’s obligation to make Supplemental Payments under this
Atticle TV is separate and independent of the obligation of the Applicant to pay
the amounts described in Article III; provided, however, that all payments under
Articles 11T and IV are subject to the limitations contained in Section 5.1, and that
all payments under this Article IV are subject to the separate limitations contained
in Section 4.4.

(i)  Adherence to Statutory Limits on Supplemental Payments

It is the express intent of the Parties that any Supplemental Payments made to or
on behalf of the District by the Applicant, under this Article 1V, shall not exceed
the limit imposed by the provisions of Texas Tax Code §31 3.027(i), as such limit
is allowed or required to be increased by the Legislature in a future year of this
Agreement; however, in such event it shall not exceed the stipulated
Supplemental Payment Amount described in Section 4.2 and 4.3 below.

Section 4.2  Stipulated Supplemental Payment Amount - Subject to Aggregate

Limit

On or before January 31, 2015 (The payment due date for Tax Year 2014), and
continuing thereafter on or before the January 31 of each of the ten (10) years thereafter (i.c.
through January 31, 2025, the payment due date for Tax Year 2024), the Applicant shall make a
Supplemental Payment to the District in an amount equal to the lesser of the following:

(i) the Applicant’s “Stipulated Supplemental Payment Amount,” which is
hereby defined as forty percent (40%) of the Net Tax Benefit; or,

(ii)  the Aggregate Limit.

Section 4.3  Annual Calculation of Stipulated Supplemental Payment Amount
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The Parties agree that for each Tax Year during the term of this Agreement, beginning
with the third full Tax Year (Tax Year 2014) the Applicant’s Stipulated Supplemental Payment
Amount, described in Section 4.2 will annually be calculated based upon the then most current
estimate of tax savings to the Applicant, which will be made, based upon assumptions of student
counts, tax collections, and other applicable data, in accordance with the following formula:

Taxable Value of the Applicant’s Qualified Property for such Tax Year had this
Agreement not been entered into by the Parties (i.c., the Taxable Value of the
Applicant’s Qualified Property used for the District’s interest and sinking fund tax
purposes for such Tax Year, or school taxes due to any other governmental entity,
including the State of Texas, for such Tax Year);

Minus,

The Taxable Value of the Applicant’s Qualified Property for such Tax Year after
giving effect to this Agreement (i.e., the Taxable Value of the Applicant’s
Qualified Property used for the District’s maintenance and operations ftax
purposes for such Tax Year, or school taxes due to any other governmental entity,
including the State of Texas, for such Tax Year);

Multiplied by,

The District’s maintenance and operations tax rate for such Tax Year, or the
school tax rate of any other governmental entity, including the State of Texas, for
such Tax Year;

Plus,
Any Tax Credit received by the Applicant with respect to such Tax Year;
Minus,
Any amounts previously paid to the District under Article I1I;
Multiplied by,
The number 0.4;
Minus,

Any amounts previously paid to the District under Sections 4.2 and 4.3 with
respect to such Tax Year.

In the event that there are changes in the data upon which the calculations set forth herein
are made, the Third Party described in Section 3.4, above, shall adjust the Applicant’s Stipulated
Supplemental Payment Amount calculation to reflect such changes in the data.
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Section 4.4  Calculation of Annual Supplemental Payments to the District and
Application of Aggregate Limit

For each Tax Year during the term of this Agreement, beginning with Tax Year three
(Tax Year 2014) and continuing thereafter through Tax Year thirteen (Tax Year 2024), the
District, or its successor beneficiary should one be designated under Section 4.6, below, shall not
be entitled to receive Supplemental Payments, computed under Sections 4.2 and 4.3, above, that
exceed the Aggregate Limit.

If, for any Tax Year during the term of this Agreement the payment of the Applicant’s
Stipulated Supplemental Payment Amount, calculated under sections 4.2 and 4.3, above for such
Tax Year, exceeds the Aggregate Limit for that Tax Year, the difference between the Applicant’s
Stipulated Supplemental Payment Amount so calculated and the Aggregate Limit for such Tax
Year, shall be carried forward from year-to-year into subsequent Tax Years during the term of
this Agreement, and to the extent not limited by the Aggregate Limit in any subsequent Tax Year
during the term of this Agreement, shall be paid to the District.

Any of the Applicant’s Stipulated Supplemental Payment Amount, which cannot be paid
to the District prior to the end of Tax Year thirteen (Tax Year 2024), because such payment
would exceed the Aggregate Limit, will be deemed to have been cancelled by operation of law,
and the Applicant shall have no further obligation with respect thereto.

Section 4.5  Procedures for Supplemental Payment Calculations

(1) All calculations required by this Article 1V, including but not limited to:
(i) the calculation of the Applicant’s Stipulated Supplemental Payment
Amount; (i) the determination of both the Annual Limit and the
Aggregate Limit; (iii) the effect, if any, of the Aggregate Limit upon the
actual amount of Supplemental Payments eligible to be paid to the District
by the Applicant; and, (iv) the carry forward and accumulation of any of
the Applicant’s Stipulated Supplemental Payment Amounts unpaid by the
Applicant due to the Aggregate Limit in previous years, shall be calculated
by the Third Party selected pursuant to Section 3.4.

(ii) The calculations made by the Third Party shall be made at the same time
and on the same schedule as the calculations made pursuant to Section 3.6,

(iii)  The payment of all amounts due under this Article shall be made at the
time set forth in Section 3.7.

Section 4.6 District’s Option to Designate Successor Beneficiary

At any time during this Agreement, the Board of Trustees may, subject to the written
consent of the Applicant and so long as such decision does not result in additional costs to the
Applicant under this Agreement, direct that the Applicant’s payments under this Article 1V be
made to the District’s educational foundation or to a similar entity. Such foundation or entity
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may only use such funds received under this Auticle IV to support the educational mission of the
District and its students. The required consent needed from the Applicant to designate the
Applicant’s payments (o a successor beneficiary shall not be unreasonably withheld.

Any designation of such a foundation or entity must be made by recorded vote of the
Board of Trustees at a properly posted public meeting of the board of Trustees. Any such
designation will become effective after such public vote and the delivery of notice of said vote to
the Applicant in conformance with the provisions of Section 8.1, below. Such designation may
be rescinded by the Board of Trustees, by Board action, at any time, and any such rescission will
become effective after delivery of notice of such action to the Applicant in conformance with the
provisions of Section 8.1.

Any designation of a successor beneficiary under this Section shall not alter the
Aggregate Limit on Supplemental Payments described in Section 4.4, above.

ARTICLE V
ANNUAL LIMITATION OF PAYMENTS BY APPLICANT

Section 5.1  Annual Limitation After First Three Years

Notwithstanding anything contained in this Agreement to the contrary, and with respect
to each Tax Year during the term of this Agreement after the 2014 Tax Year, in no event shall (i)
the sum of the maintenance and operations ad valorem taxes paid by the Applicant to the District
for such Tax Year, plus the sum of all payments otherwise due from the Applicant to the District
under Articles 111 and TV with respect to such Tax Year, exceed (ii) the amount of the
maintenance and operations ad valorem taxes that the Applicant would have paid to the District
for such Tax Year (determined by using the District’s actual maintenance and operations tax rate
for such Tax Year) if the Parties had not entered into this Agreement. The calculation and
comparison of the amounts described in clauses (i) and (i) of the preceding sentence shall be
included in all calculations made pursuant to Section 3.4 and 3.6, and in the event the sum of the
amounts described in said clause (i) exceeds the amount described in said clause (ii), then the
payments otherwise due from the Applicant to the District under Articles 1II and IV shall be
reduced until such excess is eliminated.

Section 5.2  Option to Cancel Agreement

In the event that any payment otherwise due from the Applicant to the District under
Article 11T and/or Article IV with respect to a Tax Year is subject to reduction in accordance with
the provisions of Section 5.1 above, then the Applicant shall have the option to terminate this
Agreement. The Applicant may exercise such option to cancel this Agreement by notifying the
District of its election in writing not later than the July 31 of the year next following the Tax
Year with respect to which a reduction under Section 5.1 is applicable. Any cancellation of this
Agreement under the foregoing provisions of this Section 5.2 shall be effective immediately
prior to the second Tax Year next following the Tax Year in which the reduction giving rise to
the option occurred. In addition to the foregoing, in the event the Applicant determines that it
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will not commence or complete construction of the Applicant’s Qualified Investment, the
Applicant shall have the option, during the Qualifying Time Period, to terminate this Agreement
by notifying the District in writing of its exercise of such option. Any termination of" this
Agreement under the immediately preceding sentence shall be effective immediately prior to the
beginning of the Tax Year immediately following the Tax Year during which such notification is
delivered to the District. Upon any termination this Agreement under this Section 5.2, this
Agreement shall terminate and be of no further force or effect; provided, however, that the
Parties respective rights and obligations under this Agreement with respect (o the Tax Year or
Tax Years (as the case may be) through and including the Tax Year during which such
notification is delivered to the District, shall not be impaired or modified as a result of such
termination and shall survive such termination unless and until satisfied and discharged.

ARTICLE VI
TAX CREDITS
Section 6.1  Applicant’s Entitlement to Tax Credits

The Applicant shall be entitled to Tax Credits from the District under and in accordance
with the provisions of Subchapter D of the Act and the Comptroller’s Rules, provided that the
Applicant complies with the requirements under such provisions, including the filing of a
completed application under Section 313.103 of the Texas Tax Code and the Comptroller’s
Rules.

Section 6,2  District’s Obligations with Respect to Tax Credits

The District shall timely comply and shall cause the District’s collector of taxes to timely
comply with their obligations under Subchapter D of the Act and the Comptroller’s Rules,
including, but not limited to, such obligations set forth in Section 313.104 of the Texas Tax
Code, and the Comptroller’s Rules and/or the Texas Education Agency’s rules.

Section 6.3  Compensation for Loss of Tax Credit Protection Revenues

If after the Applicant has actually received the benefit of a Tax Credit under Section 6.1,
the District does not receive aid from the State pursuant to Texas Education Code §42.2515 or
other similar or successor statute with respect to all or any portion of such Tax Credit for reasons
other than the District’s failure to comply with the requirements for obtaining such aid, then the
District shall notify the Applicant in writing thereof and the circumstances surrounding the
State’s failure to provide such aid to the District. The Applicant shall pay to the District the
amount of such Tax Credit for which the District did not receive such aid within thirty (30)
calendar days after receipt of such notice, and such payment, thirty (30) days past due from the
date of the reimbursement claim, shall be subject to the same provisions for late payment as are
set forth in Section 7.4 and 7.5. If the District receives aid from the State for all or any portion of
a Tax Credit with respect to which the Applicant has made a payment to the District under this
Section 6.3, then the District shall pay to the Applicant the amount of such aid within thirty (30)
calendar days after the District’s receipt thereof.
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ARTICLE VII
ADDITIONAL OBLIGATIONS OF APPLICANT

Section 7.1  Data Requests

During the term of this Agreement, and upon the written request of one Party or by the
Comptroller (the “Requesting Party™), the other Party shall provide the Requesting Party with all
information reasonably necessary for the Requesting Party to determine whether the other Party
is in compliance with its obligations, including any employment obligations which may arise
under this Agreement. The Applicant shall allow authorized employees of the District, the
Comptroller, and/or the County Appraisal District to have access to the Applicant’s Qualified
Property and/or business records, in accordance with Texas Tax Code §22.07, during the term of
this Agreement, in order to inspect the project to determine compliance with the terms hereof.
All inspections will be made at a mutually agreeable time after the giving of not less that forty-
cight (48) hours prior written notice, and will be conducted in such a manner so as not (o
unreasonably interfere with either the construction or operation of the Applicant’s Qualified
Property. All inspections may be accompanied by one or more representatives of the Applicant,
and shall be conducted in accordance with the Applicant’s safety, security, and operational
standards. Notwithstanding the foregoing, nothing contained in this Agreement shall require the
Applicant to provide the District, the Comptroller, or the respective County Appraisal District
with any technical or business information that is private personnel data, proprietary, a trade
secret or confidential in nature or is subject to a confidentiality agreement with any third party.

Section 7.2 Reports to Other Governmental Agencies

The Applicant shall timely make any and all reports that are or may be required under the
provisions of law or administrative regulation, including but not limited to the annual report or
certifications that may be required to be submitted by the Applicant to the Comptroller under the
provisions of Texas Tax Code §313.032. The Applicant shall forward a copy of all such
required reports or certifications to the District contemporaneously with the filing thereof. The
obligation to make all such required filings shall be a material obligation under this Agreement.

Section 7.3 Applicant’s Obligation to Maintain Viable Presence
By entering into this Agreement, the Applicant warrants that:
(i) it will abide by all of the terms of this Agreement;

(ii) it will Maintain Viable Presence in the District through the Final
Termination Date of this Agreement, provided however that
notwithstanding anything contained in this Agreement to the contrary, the
Applicant shall not be in breach of this Agreement, and shall not be
subject to any liability for failure to Maintain Viable Presence to the extent
such failure is caused by Force Majeure, provided the Applicant makes
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Section 7.4

(iii)

(i)

(i)

commercially reasonable efforts to remedy the cause of such Force
Majeure; and,

it will meet the applicable minimum eligibility requirements under Tax
Code, Chapter 313 throughout the period from and including the Tax Ycar
2014 through and including the last Tax Year during the term of this
Agreement with respect to which the Applicant receives the benelit of a
Tax Credit.

Consequences of Early Termination or Other Breach by Applicant

In the event that the Applicant terminates this Agreement without the
consent of the District, except as provided in Section 5.2, or in the event
that the Applicant or its successor-in-interest fails to comply in any
material respect with the terms of this Agreement or to meet any material
obligation under this Agreement, after the notice and cure period provided
by Section 7.8, then the District shall be entitled to the recapture of all ad
valorem tax revenue lost as a result of this Agreement together with the
payment of penalty and interest, as calculated in accordance with Section
7.5, on that recaptured ad valorem tax revenue. For purposes of this
recapture calculation, the Applicant shall be entitled to a credit for all
payments made to the District pursuant to Article ITI. The Applicant shall
also be entitled to a credit for any amounts paid to the District pursuant to
Article TV.

Notwithstanding Section 7.4(a), in the event that the District determines
that the Applicant has failed to Maintain Viable Presence and provides
written notice of termination of this Agreement, then the Applicant shall
pay to the District liquidated damages for such failure within thirty (30)
days after receipt of such termination notice. The sum of liquidated
damages due and payable shall be the sum total of the District ad valorem
taxes for all of the Tax Years for which the Tax Limitation was allowed
pursuant to this Agreement prior to the year in which the default occurs
that otherwise would have been due and payable by the Applicant to the
District without the benefit of this Agreement, including penalty and
interest, as calculated in accordance with Section 7.5. For purposes of this
liquidated damages calculation, the Applicant shall be entitled to a credit
for all payments made to the District pursuant to Article 1II.  The
Applicant shall also be entitled to a credit for any amounts paid to the
District pursuant to Article IV. Upon payment of such liquidated
damages, the Applican’s obligations under this Agreement shall be
deemed fully satisfied, and such payment shall constitute the District’s
sole remedy.
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Section 7.5  Calculation of Penalty and Interest

In determining the amount of penalty or interest, or both, due in the event of a breach of
this Agreement, the District shall first determine the base amount of recaptured taxes owed less
all credits under Section 7.4 for each Tax Year during the term of this Agreement since the
Commencement Date. The District shall calculate penalty or interest for each Tax Year during
the term of this Agreement since the Commencement Date in accordance with the methodology
set forth in Chapter 33 of the Texas Tax Code, as if the base amount calculated for such Tax
Year less all credits under Section 7.4 had become due and payable on February 1 of the calendar
year following such Tax Year. Penalties on said amounts shall be calculated in accordance with
the methodology set forth in Texas Tax Code §33.01(a), or its successor statute. Interest on said
amounts shall be calculated in accordance with the methodology set forth in Texas Tax Code
$33.01(c), or its successor statute, provided however, that no penalties shall accrue until thirty
(30) days after Applicant shall have received an invoice from the District stating the amount due
to the District under this Section 7.5.

Section 7.6 Material Breach of Agreement

The Applicant shall be in “Material Breach™ of this Agreement if it commits one or more
of the following acts or omissions:

(i) Applicant is determined to have failed to meet its obligations to have made
accurate material representations of fact in the submission of its
Application as is required by Section 8.13, below.

(ii) Applicant fails to Maintain Viable Presence in the District, as required by
Section 7.3 of this Agreement, through the Final Termination Date of this
Agreement.

(iii)  Applicant fails to make any payment required under Articles IIT or IV of
this Agreement on or before its due date.

(iv)  Applicant fails to create and maintain at least the number of New Jobs it
committed to create and maintain as set forth on Schedule C, Column C of
its Application.

(v) Applicant fails to create and maintain at least the number of New Jobs it
committed to create and maintain as set forth on Schedule C, Column E of
its Application.

(vi)  Applicant fails to create and maintain at least Eighty Percent (80%) of all
New Jobs as Qualifying Jobs.

(vii)  Applicant makes any payments to the District or to any other person or
persons in any form for the payment or transfer of money or any other
thing of value in recognition of, anticipation of, or consideration for this
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Agreement, in excess of the amounts set forth in Articles I and IV,
above. Voluntary donations made by the Applicant to the District afier the
date of execution of this Agreement, and not mandated by this Agreement
or made in recognition of consideration for this Agreement are not barred
by this provision.

(viii)  Applicant fails to comply in any material respect with any other term of
this Agreement, or the Applicant fails to meet its obligations under the
applicable Comptroller’s Rules, and under the Act.

Section 7.7  Limited Statutory Cure of Material Breach

In accordance with the provisions of Texas Tax Code §313.0275, for any full tax year
which commences after the project has become operational, the Applicant may cure the Material
Breach of this Agreement, described in Sections 7.6(d) and 7.6(e) or 7.6(f), above, without the
termination of the remaining term of this Agreement. In order to cure any such non-compliance
with Sections 7.6(d) and 7.6(e) or 7.6(f) for such Tax Year, the Applicant may make the
liquidated damages payment required by Texas Tax Code §313.0275(b), in accordance with the
provisions of Texas Tax Code §313.0275(c).

Section 7.8  Determination of Material Breach and Termination of Agreement

Prior to making a determination under Section 7.4 of Section 7.6 that the Applicant is in
Material Breach of this Agreement, such as making a material misrepresentation in the
Application, failing to Maintain Viable Presence in the District as required by Section 7.3 of this
Agreement, failing to make any payment required under this Agreement when due, or that the
Applicant has otherwise committed a Material Breach of this Agreement, the District shall
provide the Applicant with a written notice of the facts which it believes have caused the
Material Breach of this Agreement, and if cure is possible, the cure proposed by the District.
After receipt of the notice, the Applicant shall be given ninety (90) days to present any facts or
arguments to the Board of Trustees showing that a Material Breach of this Agreement has not
occurred and/or that it has cured or undertaken to cure any such Material Breach.

If the Board of Trustees is not satisfied with such response and/or that such breach has
been cured, then the Board of Trustees shall, after reasonable notice to the Applicant, conduct a
hearing called and held for the purpose of determining whether such breach has occurred and, if
so, whether such breach has been cured. At any such hearing, the Applicant shall have the
opportunity, together with their counsel, to be heard before the Board of Trustees. At the
hearing, the Board of Trustees shall make findings as to whether or not a Material Breach of this
Agreement has occurred, the date such breach occurred, if any, and whether or not any such
breach has been cured. In the event that the Board of Trustees determines that such a breach has
occurred and has not been cured, it shall also terminate the Agreement and determine the amount
of recaptured taxes under Section 7.4 (net of all credits under Section 7.4), and the amount of any
penalty and/or interest under Section 7.5 that are owed to the District.

Agreement for Limitation on Appraised Value

Between Rio Hondo Independent School District and DEGS Wind I, LLC
December 12,2011

Page 25



After making its determination regarding any alleged breach, the Board of Trustees shall
cause the Applicant to be notified in writing of its determination (a “Determination of Breach
and Notice of Contract Termination.™).

Section 7.9 Dispute Resolution

After receipt of notice of the Board of Trustee’s Determination of Breach and Notice of
Contract Termination under Section 7.8, the Applicant shall have ninety (90) days in which
either to tender payment or evidence of its efforts to cure, or to initiate mediation of the dispute
by written notice to the District, in which case the District and the Applicant shall be required to
make a good faith effort to resolve, without resort to litigation and within ninety (90) days after
the Applicant’s receipt of notice of the Board of Trustee’s Determination of Material Breach
under Section 7.8, such dispute through mediation with a mutually agreeable mediator and at a
mutually convenient time and place for the mediation. If the Parties are unable to agree on a
mediator, a mediator shall be selected by the senior state district court judge then presiding in
Cameron County, Texas. The Parties agree to sign a document that designates the mediator and
the mediation will be governed by the provisions of Chapter 154 of the Texas Civil Practice and
Remedies Code and such other rules as the mediator shall prescribe. With respect to such
mediation, (i) the District shall bear one-half of such mediator’s fees and expenses and the
Applicant shall bear one-half of such mediator’s fees and expenses, and (ii) otherwise each Party
shall bear all of its costs and expenses (including attorneys’ fees) incurred in connection with
such mediation.

In the event that any mediation is not successful in resolving the dispute or that payment
is not received before the expiration of such ninety (90) days, the District shall have the remedies
for the collection of the amounts determined under Section 7.8 as are set forth in Texas Tax Code
Chapter 33, Subchapters B and C, for the collection of delinquent taxes. In the event that the
District successfully prosecutes legal proceedings under this section, the Applicant shall also be
responsible for the payment of attorney’s fees and a tax lien on the Applicant’s Qualified
Property and the Applicant’s Qualified Investment pursuant to Texas Tax Code §33.07 to the
attorneys representing the District pursuant to Texas Tax Code §6.30.

In any event where a dispute between the District and the Applicant under this
Agreement cannot be resolved by the Parties, after completing the procedures required above in
this Section 7.9, either the District or the Applicant may seek a judicial declaration of their
respective rights and duties under this Agreement or otherwise, in any judicial proceeding, assert
any rights or defenses, or seek any remedy in law or in equity, against the other Party with
respect to any claim relating to any breach, default, or nonperformance of any covenant,
agreement or undertaking made by a Party pursuant to this Agreement.

Section 7.10 Limitation of Other Damages

Notwithstanding anything contained in this Agreement to the contrary, in the event of
default or breach of this Agreement by the Applicant, the District’s damages for such a default
shall under no circumstances exceed the greater of either any amounts calculated under Sections
7.4 and 7.5 above, or the monetary sum of the difference between the payments and credits due
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and owing to the Applicant at the time of such default and the District taxes that would have
been lawfully payable to the District had this Agreement not been executed. In addition, the
District’s sole right of equitable relief under this Agreement shall be its right to terminate this
Agreement.

The Parties further agree that the limitation of damages and remedies set forth in this
Section 7.10 shall be the sole and exclusive remedies available to the District, whether at law or
under principles of equity.

Section 7.11 Binding on Successors

In the event of a merger or consolidation of the District with another school district or
other governmental authority, this Agreement shall be binding on the successor school district or
other governmental authority.

ARTICLE VIII

MISCELLANEOUS PROVISIONS

Seccetion 8.1  Information and Notices

Unless otherwise expressly provided in this Agreement, all notices required or permitted
hereunder shall be in writing and deemed sufficiently given for all purposes hereof if (i)
delivered in person, by courier (e.g., by Federal Express) or by registered or certified United
States Mail to the Party to be notified, with receipt obtained, or (ii) sent by facsimile
transmission, with “answer back™ or other “advice of receipt” obtained, in each case to the
appropriate address or number as set forth below. Each notice shall be deemed effective on
receipt by the addressee as aforesaid; provided that, notice received by facsimile transmission
after 5:00 p.m. at the location of the addressee of such notice shall be deemed received on the
first business day following the date of such electronic receipt.

Notices to the District shall be addressed to the District’s Authorized Representative as follows:

Anneliese McMinn, Superintendent

R10 HONDO INDEPENDENT SCHOOL DISTRICT
215 West Colorado

Rio Hondo, Texas 79583

Fax: (956) 748-1038

E-mail: anniem{riohonoisd.net

or at such other address or to such other facsimile transmission number and to the attention of
such other person as the District may designate by written notice to the Applicant.

Notices to the Applicant shall be addressed to:
Duke Energy
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Property Tax Department

550 South Tryon Street (DEC 418)
Charlotte, North Carolina 28202
Attn: Shawn Pittman

with a copy to:

DEGS Wind I, LLC

7000 North Mopac, Suite 475
Austin, Texas 78731

Attn: Theodore D. Matula

or at such other address or to such other facsimile transmission number and to the attention of
such other person as the Applicant may designate by written notice to the District.

Section 8.2  Effective Date, Termination of Agreement

(i) This Agreement shall be and become effective on the date of final
approval of this Agreement by the Board of Trustees,

(i)  The obligation to Maintain Viable Presence under this Agreement shall
remain in full force and effect through the Final Termination Date.

(iii)  In the event that the Applicant fails to make a Qualified Investment in the
amount of Ten Million Dollars ($10,000,000.00), or greater, during the
Qualifying Time Period, this Agreement shall become null and void on
December 31, 2013.

Section 8.3  Amendments to Agreement; Waivers

This Agreement may not be modified or amended except by an instrument or instruments
in writing signed by all of the Parties. Waiver of any term, condition or provision of this
Agreement by any Party shall only be effective if in writing and shall not be construed as a
waiver of any subsequent breach of, or failure to comply with, the same term, condition or
provision, or a waiver of any other term, condition or provision of this Agreement. By official
action of the Board of Trustees, this Agreement may be amended to include, in the Applicant’s
Qualified Investment, additional or replacement Qualified Property not specified in EXHIBIT 3,
provided that the Applicant reports to the District, the Comptroller, and the Appraisal District, in
the same format, style, and presentation as the Application, all relevant investment, value, and
employment information that is related to the additional or replacement property. Any
amendment of this Agreement adding additional or replacement Qualified Property pursuant to
this Section 8.3 shall, (1) require that all property added by amendment be eligible property as
defined by Tax Code, §313.024; (2) clearly identify the property, investment, and employment
information added by amendment from the property, investment, and employment information in
the original Agreement; and (3) define minimum eligibility requirements for the recipient of
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limited value. This Agreement may not be amended to extend the value limitation time period
beyond its eight year statutory term.

Section 8.4  Assignment

The Applicant may assign this Agreement, or a portion of this Agreement, to an Affiliate
or a new owner or lessee of all or a portion of the Applicant’s Qualified Property and/or the
Applicant’s Qualified Investment or collaterally assign the Agreement or any portion of this
Agreement (o any parly or entity providing financing to the Applicant or its Affiliate, provided
that the Applicant shall provide written notice of such assignment to the District. Upon such
assignment, the Applicant’s assignee will be liable to the District for outstanding taxes or other
obligations arising under this Agreement. A recipient of limited value under Tax Code, Chapter
313 shall notify immediately the District, the Comptroller, and the Appraisal District in writing
of any change in address or other contact information for the owner of the property subject to the
limitation agreement for the purposes of Tax Code §313.032. The assignee’s or its reporting
entity’s Texas Taxpayer Identification Number shall be included in the notification.

Section 8.5 Merger

This Agreement contains all of the terms and conditions of the understanding of the
Parties relating to the subject matter hereof. All prior negotiations, discussions, correspondence,
and preliminary understandings between the Parties and others relating hereto are superseded by
this Agreement.

Section 8.6  Maintenance of County Appraisal Distriet Records

When appraising the Applicant’s Qualified Property and the Applicant’s Qualified
Investment subject to a limitation on Appraised Value under this Agreement, the Chief Appraiser
of the County Appraisal District shall determine the Market Value thereof and include both such
Market Value and the appropriate value thereof under this Agreement in its appraisal records.

Section 8.7  Governing Law

This Agreement and the transactions contemplated hereby shall be governed by and
interpreted in accordance with the laws of the State of Texas without giving effect to principles
thereof relating to conflicts of law or rules that would direct the application of the laws of
another jurisdiction. Venue in any legal proceeding shall be in Cameron County, Texas, the
county seat of the county in which the District’s central office is located.

Section 8.8  Authority fo Execute Agreement

Each of the Parties represents and warrants that its undersigned representative has been
expressly authorized to execute this Agreement for and on behalf of such Party.

Section 8.9  Severability
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If any term, provision or condition of this Agreement, or any application thereof, is held
invalid, illegal or unenforceable in any respect under any Law (as hereinafter deflined), this
Agreement shall be reformed to the extent necessary to conform, in each case consistent with the
intention of the Parties, to such Law, and to the extent such term, provision or condition cannot
be so reformed, then such term, provision or condition (or such invalid, illegal or unenforceable
application thereof) shall be deemed deleted from (or prohibited under) this Agreement, as the
case may be, and the validity, legality and enforceability of the remaining terms, provisions and
conditions contained herein (and any other application such term, provision or condition) shall
not in any way be affected or impaired thereby. Upon such determination that any term or other
provision is invalid, illegal or incapable of being enforced, the Parties hereto shall negotiate in
good faith to modify this Agreement in a mutually acceptable manner so as to effect the original
intent of the Parties as closely as possible to the end that the transactions contemplated hereby
are fulfilled to the extent possible. As used in this Section 8.9, the term “Law™ shall mean any
applicable statute, law (including common law), ordinance, regulation, rule, ruling, order, writ,
injunction, decree or other official act of or by any federal, state or local government,
governmental department, commission, board, bureau, agency, regulatory authority,
instrumentality, or judicial or administrative body having jurisdiction over the matter or matters

in question.
Section 8.10 Payment of Expenses

Except as otherwise expressly provided in this Agreement, or as covered by the
application fee, (i) each of the Parties shall pay its own costs and expenses relating to this
Agreement, including, but not limited to, its costs and expenses of the negotiations leading up to
this Agreement, and of its performance and compliance with this Agreement, and (ii) in the event
of a dispute between the Parties in connection with this Agreement, the prevailing Party in the
resolution of any such dispute, whether by litigation or otherwise, shall be entitled to full
recovery of all attorneys’ fees (including a reasonable hourly fee for in-house legal counsel),
costs and expenses incurred in connection therewith, including costs of court, from the non-
prevailing Party.

Section 8.11 Interpretation

When a reference is made in this Agreement to a Section, Article or Exhibit, such
reference shall be to a Section or Article of, or Exhibit to, this Agreement unless otherwise
indicated. The headings contained in this Agreement are for reference purposes only and shall
not affect in any way the meaning or interpretation of this Agreement. The words “include,”
“includes™ and “including™ when used in this Agreement shall be deemed in such case to be
followed by the phrase “but not limited to” words used in this Agreement, regardless of the
number or gender specifically used, shall be deemed and construed to include any other number,
singular or plural, and any other gender, masculine, feminine or neuter, as the context shall
require. This Agreement is the joint product of the Parties and each provision of this Agreement
has been subject to the mutual consultation, negotiation and agreement of each Party and shall
not be construed for or against any Party.
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Section 8.12  Execution of Counterparts

This Agreement may be executed in multiple counterparts, each of which shall be
deemed an original, and all of which, taken together, shall constitute but one and the same
instrument, which may be sufficiently evidenced by one counterpart.

Section 8.13  Accuracy of Representations Contained in Application

The Parties acknowledge that this Agreement has been negotiated, and is being executed,
in reliance upon the information contained in the Application. The Applicant warrants that all
material representation, information, and facts contained in the Application are true and correct.
The parties further agree that the Application and all the attachments thereto are included by
reference into this Agreement as if set forth herein in full.

In the event that the Board of Trustees, after completing the procedures required by
Sections 7.8 and 7.9 of this Agreement, makes a written determination that the Application was
either incomplete or inaccurate as to any material representation, information, or fact, this
Agreement shall be invalid and void except for the enforcement of the provisions required by 34.
Texas Administrative Code §9.1053(H)(2)(K).

Section 8.14 Publication of Documents

The Parties acknowledge that the District is required to publish the Application and its
required schedules, or any amendment thereto; all economic analyses of the proposed project
submitted to the District; the approved and executed copy of this Agreement or any amendment
thereto; and each application requesting tax credits under Texas Tax Code §313.103, as follows:

(i) Within seven days of such document, the District shall submit a copy to
the Comptroller for publication on the Comptroller’s Internet website.

(ii)  The District shall provide on its website a link to the location of those
documents posted on the Comptroller’s website.

(iii)  This Section 8.14 does not require the publication of information that is
confidential under Texas Tax Code §313.028.
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IN WITNESS WHEREOF, this Agreement has been exccuted by the Parties in multiple
originals on this 12 day of December 2011.

DEGS Winp 1, LL.C R10 HONDO INDEPENDENT SCHOOL DISTRICT

s

/"///‘//‘ «
By: / (flaetl

NOEMI GARZA
President
Board of Trustees

I

SUSAN LOPEZ

Secretary
Board of Truste
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FEXHIBIT |
DESCRIPTION OF QUALIFIED REINVESTMENT ZONE

The Los Vientos Reinvestment Zone No. I was originally created on November 14, 2011 by
action of the Rio Hondo ISD Board of Trustees. A map of The Los Vientos Reinvestment Zone
No. 1 is attached as the last page of this EXHIBIT 1.

More specifically, The Los Vientos Reinvestment Zone No. I contains the following property and
tracks:

[EXHIBIT CONTINUED ON NEXT PAGE]
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Exhibit A

Legal Deseription of Reinvestment Zone
Containing Proposed Project

The real property in Cameron Counly, being:

The South 100 ac., and North 100 ac. of Tracl 246, ABST 27, OJO DE AGUA GRANT, Cameron
Counly, Texas, Volume 14734, pg 314 (Prop 1D 197769)

The South 100 ac., and North 100 ac. of Tract 247, ABSY 27, OJO DE AGUA GRANT, Cameron
Counly, Texas, Volume 14734, pg 314. (Prop 1D 197770)

The South 100 ac., and North 100 ac, of Tract 248, ABST 27, OJO DI AGUA GRANT, Cameron
Counly, Texas, Volume 14734, pg 314. (Prop 1D 197771)

Being a tract of land conlaining 1,017.27 acres, more or less, out of Tract No. 251, Ojo de Agua
Granl, Abstract No. 27, Cameron Counly, Texas,

Being Tract XIX, Parcel G conlaining 650 acres, more or less, out of Lot Six, Arroyo Palisades
Iistates (80 Ac); Lot 7, Arroyo Palisades Esates (70 Ac); Bast 19.26 Ac of Tract 251, Ojo de Agua;
Wesl 10 acres of Lot 12 and all of Lots 1,2,3,4,5,8,9,10 and 11 of Arroyo Palisades listales,
Cameron Counly, Texas.

That certain real property generally described as approximately 385,09 Acres of land out of Tract
253 of the Judicial Partition of the “OJO DE AGUA GRANT”, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed
for record on February 11, 1936, in Volume 254, Pages 251-354 of the Cameron Counly Deed

Records, Cameron County, Texas

That certain real property generally described as approximately 454,96 Aeres of land out of Tracl
245 of the Judicial Partition of the “OJO DE AGUA GRANT”, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron County Deed Records,

Cameron Counly, Texas

That cerlain real property generally described as approximalely 250.79 Aeres of land out of Tract
245 of the Judicial Partition of the “OJO DE AGUA GRANT”, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minules of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron Counly Deed Records,

Cameron Countly, Texas

That cerlain real properly generally described as approximalely 232,91 Acves of land out of Tracl
245 of the Judicial Partition of the “OJO DE AGUA GRANT”, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a cerlified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron County Deed Records,

Cameron Counly, Texas,
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EEXHIBIT 2
LOCATION OF QUALIFIED INVESTMENT/QUALIFIED PROPERTY

All Qualified Property owned by the Applicant and located within the boundaries of both the
Rio Hondo Independent School District and The Los Vientos Reinvestment Zone No. I will be
included in and subject to this Agreement. Specifically, all Qualified Property of the Applicant
located in the following sections of land is included, to wit:

[EXHIBIT CONTINUED ON NEXT PAGE]
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Exhibit A

Legal Degseriplion of Reinvestment Zone
Containing Proposed Project

The real property in Cameron Counly, being:

I'he South 100 ac., and North 100 ac. of Tract 246, ABST 27, OJO DE AGUA GRANT, Cameron
Counly, Texas. Volume 14734, pg 314 (Prop 1D 197769)

The Soulh 100 ac., and North 100 ac. of Tract 247, ABST 27, 0)JO DE AGUA GRANT, Cameron
Counly, Texas, Volume 14734, pg 314, (Prop 1D 197770)

The South 100 ac., and North 100 ac, of Tract 248, ABST 27, OJO DE AGUA GRANT, Cameron
Counly, Texas, Volume 14734, pg 314. (Prop 1D 197771)

Being a tract of land containing 1,017.27 acres, more or less, out of Tract No. 251, Ojo de Agua
Grant, Abstract No. 27, Cameron County, Texas.

Being Tract XIX, Parcel G conlaining 650 acres, more or less, out of Lot Six, Arroyo Palisades
listates (80 Ac); Lot 7, Avroyo Palisades Esates (70 Ac); Bast 19.26 Ac of Tract 251, Ojo de Agua;
Wesl 10 acres of Lot 12 and all of Lots 1,2,3,4,5,8,9,10 and 11 of Arroyo Palisades listales,
Cameron Counly, Texas.

That certain real properly generally described as approximaltely 385.09 Acres of land out of Tract
253 of the Judicial Partition of the “OJO DE AGUA GRANT, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minules of the 103rd Dislrict Court of Cameron County, Texas and a certified copy thereof filed
for record on February 11, 1936, in Volume 254, Pages 251-354 of the Cameron County Deed

Records, Cameron County, Texas

Thal certain real properly generally described as approximately 454,96 Acres of land out of Tract
245 of the Judicial Partition of the “OJO DE AGUA GRANT”, siluated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron County Deed Records,

Cameron Counly, Texas

That certain real property generally described as approximalely 250.79 Acres of land out of Tract
245 of the Judicial Partition of the “OJO DE AGUA GRANT”, situated in Cameron Counly, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Court of Cameron County, Texas and a certified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron County Deed Records,

Cameron Counly, Texas

Thal certain real property generally described as approximalely 232,91 Aeres of land oul of Tract
245 of the Judicial Partition of the “OJO DE AGUA GRANT”, situated in Cameron County, Texas,
as shown by judgment dated Mary 27, 1935, of record in Volume 31, Pages 100-199 of the Civil
Minutes of the 103rd District Cowrt of Cameron County, Texas and a cerlified copy thereof filed
for record on 1, 1936, in Volume 254, Pages 251-354 of the Cameron County Deed Records,

Cameron Counly, Texas.



ExmsiT 3

DESCRIPTION OF THE APPLICANT’S QUALIFIED INVESTMENT/QUALIFIED PROPERTY

The proposed project will consist of a facility designed to use wind power to generate
clectricity (commonly referred to as a wind farm). The property will include, but is not limited
to, the following: up to approximately 40 wind turbines, ranging from 1.8 to 2.3 megawatts to
generate approximately 100 megawatts of power; 40 reinforced concrete foundations supporting
the weight of each turbine tower; 40 electric power transformers; electric poles and conductor
cables used to transport electricity from each turbine tower to an electrical substation; substation
and approximately 1.5 miles of 138kV transmission line used to transport the electricity off the
project site to an existing AEP substation. The Applicant intends to construct a building(s) to
house maintenance and operations, supplies, replacement parts and other miscellaneous related

equipment.
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December 8, 201 1

Anneliese McMinn

Superintendent

Rio Hondo Independent School District
215 W. Colorado

Rio Hondo, Texas 77571

Re:  Agreement for Limitation on Appraised Value of Property for School District
Maintenance and Operations Taxes by and between Rio Hondo Independent School
District and DEGS Wind I, LLC

Dear Superintendent McMinn:

This office has been provided the “Agreement for Limitation on Appraised Value of Propeity for
School District Maintenance and Operations Taxes by and between Rio Hondo Independent
School District and DEGS Wind I, LLC™ (the “Agreement”). As requested, the Agreement has
been reviewed pursuant to 3¢ TAC 9.1055(e)(1).

Based on our review, this office concludes that it complies with the provisions of Tax Code,
Chapter 313 and 34 TAC Chapter 9, Subchapter I,

If you need additional information or have questions, please contact me at (512) 463-3973.

Sincerely,

PR S—
Robert B. Wood

Direclor
Economic Development & Analysis Division

ce: Daniel T. Casey, Moak, Casey & Associates, LLP
Milton R. Howard, Duke Energy
Robert Pena, Jr., Texas Energy Consultants
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