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Introduction

Maverick Tube Corporation DBA Tenaris USA has submitted an application to the Van Vleck
ISD Board of Trustees for a property value limitation on a proposed project under Chapter 313
of the Tax Code. Acceptance of the application was conducted by the Van Vleck ISD Board of
Trustees on April 15, 2013. The application is for a seamless pipe mill, heat treatment, and
threading manufacturing project as authorized by Sec. 313.024. (b) of the Tax Code. Maverick
Tube Corporation DBA Tenaris USA is proposing a $1,153,000,000 qualified investment in this
new seamless pipe manufacturing project in Van Vieck ISD.

This project is authorized by the intent of HB 1200 in the 77" Legislative Session in 2001. Other
enabling legislation expanded participation to specified additional qualifying applicants. This
application is consistent with the intent of the original legislation.

The purpose of the enacted legisiation was t0 encourage large scale capital investments in
Texas by providing authority for school districts to provide property value limitations for
qualifying applicants.

Maverick Tube Corporation DBA Tenaris USA is proposing fo invest in Van Vieck ISD for their
manufacturing project. After the 2-year qualifying period, 2015-16 and 2016-17, Maverick Tube
Corporation DBA Tenaris USA proposes a $10,000,000 value limitation. The years 2015-16
and 2016-17 (years 1 and 2) would be the qualifying period and the limitation would extend from
2017-18 through 2024-25 (years 3-10). Beginning with the 2017-18 school year, 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 (M&O) taxes.

School Finance Background

In 2006, Texas Schools moved from a formula driven system to a target revenue system with
the passage of HB 1 in the third called legislative session. In essence, the target revenue
system established a target revenue amount the district would receive and drove the
maintenance and operations (M&O) fax rate down to 66.67% of the established M&O rate
(Compressed Rate). Districts were to lower their rate to that level and the state supplied the
revenue to make up for the loss of M&O funds because of M&QO rate decrease. This was
funded as Additional State Aide for Tax Rate Reduction (ASATR). Subsequent legislation
sought to increase school districts Target Revenue by allowing the district to keep more of their
tax revenue by moving qualifying districts to a formula based funding mechanism rather than the
farget revenue system. '

Van Vleck ISD has received ASATR funding since HB1. This is illustrated in Table A.
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Table A
School Year ASATR Funds
2006-07 505,674
2007-08 1,872,026
2008-09 1,133,951
2009-10 913,683
2010-11 1,542,927
2011-12 1,052,005
2012-13 372,569

Another component of school finance legislation that started with HB1 in 2006 was the ability to
raise the local M&O tax rate to 4 cents above the Compressed Rate for local enrichment.
Additional M&O “pennies” could be added to the tax rate by voter approval.

- The importance of the additional pennies has been not only to increase M&QO revenue but also
to increase the equalization funding from the state. The Guaranteed Yield for the tax rate of
$1.05 and $1.06 is $59.97 per cent of tax effort per Weighted ADA and $31.95 for the tax rate
from $1.07 through $1.17

With the passage of SB 1 in 2011, funding reductions were targeted to be near $4 billion. The
mechanics of the legisiation was to reduce cost outlays because of state revenue availability
and also eliminate ASATR by 2017-18. 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 formulas. For the 2013-14
school year and beyond, the ASATR reduction percentage will be set in the General
Appropriations Act. The 2011 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 important element 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 project, the
agreement calls for a calculation of the revenue impact of the value limitation 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

The drivers of the funding mechanisms for Texas school districts are the current year property
values, known as the County Appraisal District (CAD values), the prior year property values
[after review by the Texas State Comptrolier become the “comptroiler’s property tax division”
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(CPTD) values (used for next year funding)] and Average Daily Attendance (ADA of current
funding Year).

In calculating district’s state and local tax revenue for any year the current year CAD values,
current year ADA and prior year CPTD is used.

For the purposes of these calculations, the starting point is fo determine what the projected CAD
value for the 2013-14 school year will be. The following chart (Table B) iliustrates the historical
value growth/decline for recent years. The preliminary Matagorda County values have not been
released to the district. Final Certified Values will not be received by Van Vieck ISD until July

29, 2013.
| Table B
Tax Year CAD Value
2007 $457,633,238
2008 $551,245,364
2009 $561,254,397
2010 $529,808,800
2011 $501,447 555
2012 $509,228,094
2013 $516,397,894

The CAD values for Van Vieck ISD have shown an inconsistent growth rate over the last 6
years. A 1.4% value growth was used in these calculations for 2013.

Average Dally Attendance in Van Vleck ISD has been inconsistent since 2006-07. See Table C.

Table C
Tax Year ADA Value
2006-07 891.34
2007-08 865.32
2008-09 858.38
2009-10 901.61
2010-11 913.76
201112 864.98
201213 866.00
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An ADA of 866 has been used as the basis of these calculations. The enroliment projections
provided by Van Vieck ISD’s pupil projections are used as a basis for these estimates. The
magnitude of this project with projected job creation of 600+ workers couid have an impact on
enroliment.

For the Chapter 313 projects, 15 years of data must be calculated. In order to provide
calculations extended 15 years into the future and to isolate the impact of the proposed project
by Maverick Tube Corporation DBA Tenaris USA certain constants and assumptions are used.

1. The current school funding system and formulas were used for the duration of the
project as defined by Senate Bill 1. This system is being challenged and a Supreme
Court ruling is expected in 2014. Furthermore, the initial legislation in the 2013
legislative session shows a further reduction in ASATR, but final language is not
available. As a result, current law will be the basis for the estimates presented below.

2. The funding driver of ADA used is 866 as explained in Table 3 and this number was
decreased slightly for the duration of the agreement.

3. The general approach used here is to maintain relatively static base property values.
The District's local 2013 CAD value estimate of $516,397,994 is maintained for the
forecast period. Finally, the proposed taxable values from the Maverick Tube
Corporation DBA Tenaris USA project are added fo the base model used here. In order
to remain constant throughout the fifteen-year period a collection rate of 98% is used in
the calculations.

4. Van Vleck ISD voters approved a tax rate of $1.04 for the 2010-11 school year. This tax
rate is held constant for the duration of the agreement to determine M&QO taxes and state
revenues,

The enrollment and property value assumptions are summarized in Table 1.

Table 1~ Data Assumptions for Van Vieck ISD and Maverick Tube Corporation
DBA Tenaris USA - This table illustrates by year the tax rates, CAD Values with the

Limitation in place, CAD Values for full taxable value for 1&S purposes and the
respective move to the next year of those value to the CPTD value. This respective data
is then used as the basis for caiculations in Tables 2 - 4.

Tables 2 - 4 - M&O Revenue Without the Limitation and With the Limitation — The
first set of calculations (Table 2) uses the data to calculate the baseline revenue by
adding the vaiue of the proposed facility to the model, but without assuming that the
value limitation is approved. The second set of the calculations (Table 3) show the M&O
taxes and state revenue with the limitation in place. The ending result after the basic
calcuiations are performed is to illustrate the difference between the two sets of
calcutations since this will be the basis for the Revenue Protection under the agreement.
This is summarized in Table 4.
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Financial Impact on the District

Utilizing the base line data from Exhibit A in calculating the M&O taxes and state
revenues in Exhibit B, losses to the district are noted in project years 3-10 resuiting from
the lag of the CPTD following its use as CAD value for each of those years. Beginning
at year 11 the reverse is true as the full value comes on to M&QO portion of the rate and
revenues remain flat.

A district becomes subject to recapture under Chapter 41 if the district exceeds
$476,500 in property value / per Weighted ADA (WADA) at the Compressed Rate and
$319,500 per WADA at M&O tax rates from $1.07 through $1.17. Currently the district
has 1498.645 WADA. For year 3, the largest value of the project, the CPTD value will
be $994,405.231 The result is that the district will have a maximum value from the
Maverick Tube Corporation DBA Tenaris USA of $653,937 per WADA resulting in value
per WADA above the recapture threshold.

Impact on Taxpayer

The property listed within is fully taxable for the first 2 years on the agreement. In year
3, the tax value limitation applies, but only to the M&O portion of the M&QO {axes
collected at the assumed rate of $1.04 per $100 of taxable value.

Under these provisions, Maverick Tube Corporation DBA Tenaris USA has the potential
savings in M&O taxes of $104,801,452 in gross tax savings ($97,632,732 tax savings +
$7,168,720 credits. This does not include school revenue loss). The credits may be
recovered at 1/7 of credit amount per year for each of project years 4-10. 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.

Facilities Funding and Instructional Facilities Allotment

The interest and sinking fund (I&S) is used to tax the property value of the district to
retire voter approved bonded indebtedness. The state of Texas has provided funding to
enable districts that raise less than $35 per ADA per 1 cent of tax effort funding to
guarantee the district will reach that level of funding. This program is called the
Instructional Facilities Allotment (IFA). TEA provides the difference between what the
district raises per ADA/1 cent of tax effort and the $35. The basis for the funding is the
T8 CPTD value (the value that the comptroller assigns to the full taxable value for 1&S
purposes) and this value lags a year behind the local CAD value as with M&O funding.
As property values (T8) increases in value the district’s ability to raise more of the $35
goes up as well.

Van Vleck ISD currently has no debt service, therefore does not fax for 1&S purposes.

Van Vleck I5D and Maverick Tube App #284 6



" Schaol Finance Selutions, LLC

Conclusion

While some uncertainty exists in regard to school finance legislation over the future of
this project, it is evident by this analysis that several aspects apply to the Maverick Tube
Corporation DBA Tenaris USA and Van Vleck ISD’s proposed agreement. The
proposed project enhances the tax base of VVISD and it reflects continued capital
investment and job creation in keeping with the goals of Chapter 313 of the Tax Code.
Under the assumptions outlined above, the potential tax savings for Maverick Tube
Corporation DBA Tenaris USA under a Chapter 313 agreement could reach an
estimated $92.6 million. This amount is net of any anticipated revenue losses, but prior
to any supplemental payments to VVISD as permitted by law. The additional taxable
value also enhances the tax base of VVISD in meeting possible future debt service
obligations.

Table 1- Base District Inforamtion with Maverick Tube Project Vaiue and Limitation Values

¥y School. gl

Agreement i Year L ABAT L WIADS Raf TaxRate 0 nitation: S Lim

Pre-vear1 2014-1% £56.00 149123 51.0460 $0.0000 55 5516,297,684 $520,7558,231
1 2015418 85464 1,516.32 10460 £0.4000 5752,047,884 552,047,804 826,755,231 BE2D, 755,231 $343,434 $343,434
2 2617 854.56 1,518.38 5§1.0466 30.8008 5880,047.884 580,047,854 ST36,405,231 5755,405,231 $498,165 £488,165
3 201718 884 47 152084 81.04¢0 0.6008 o1, 770,687 894 020,297 5048 $684,405,231 2884,405,231 8853,037 $E853,937
4 201818 854,38 1,523.10 $1.04G0 E0.8006  51.805,086653 §526,287 8594 $1,775,055,21 5530,755,231 §1,185,422 $3248, 870
5 2019-20 864,39 182310 10460 $0.0000 51,771,599.235 £526,287 884 51,609,453,980 BE30, 758231 £1,188,007 834G.470
& 2020-21 §84.39 152319 $1.0400 £0.0000 81,735 319,887 F526,397,494 B1,775,856,572 530,755,231 §1,166,014 8348470
7 2021.22 254,38 1,523.40 51.0460 50,0000 51,695,874,135 5526, 397,894 §1,739,676,804 530,755,231 51,142,184 £348,470
8 2022-22 86428 1,523.40 $1.0400 $0.000G $1,653,508,850 9526,327.894 51,7060,231,473 8530,785,231 31,116,288 3243 470
g 2022-24 854,38 1,523.10 51.0480 §0.6000 51607712886 5526,287,884 51,657,855,197 830,755,231 51,088,481 §348.470
10 202425 884,39 1.523.10 51.0460 509006 81,559 120668 $528,397,9%4 51,812,077,223 £530,755,231 51,068,418 £348,470
11 202526 864.39 1,523.18 S1.0400 20,8000 51,507, 149,813 1,507, 142,813 51,562,487,000 $530,755,231 51,026,516 5348470
12 2028-27 854,38 1,523.10 £9.0400 $0.000C 81,481,768,8550 $1,451,766,550 %1,511,507,15¢ $1,591,507,150 £092,388 $952,388
13 2027-28 854.3% 152310 51.0460 $0.0000 51,393,154,013 51,392,154,013 51,456,123,887 $1,486,723,867 $96E,0726 $936.02¢6
14 2028-29 854.39 1,523.10 51.0400 $0.0000  $1.331.384808 51,331,354.808 51,397,511,360 £1,397,511,350 £017,544 S917,544
15 202830 884,39 152310 $1.0400 SEO00C  51,266,291,988 $§1,266,291,982 $1,235.722,148 §1,335,722,145 3878976 S8r6,.976
Tier 1 Yield: $47.65; AISD Yield: 5$59.97; Equalized Wealth: $476,508 per WADA
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Table 2 ."Baseline Revenue Model” - Project Value Added with No Value Limitation

Yesrof:

“Rate | ' stateAid  Harmless

Agreement: :Year. .. Rate und
Pre-vear1 201415 54,730,635 52,249,300 $5,087,985
i 21516 $6,597.506 52,365 794 §748,287 $328078  -S20.244 310,318,852
201817 50085786  S3T7.I7S 36 50 5375423 $983,103 S118409  B137.017 510053032

3 201715 515285405 53216819 50 S0 -54,261604 51,753,858 S0 -5349,75¢  $13.731,52%

4 201819 $18882770  S377.401 30 S0 -89.850348  $1,794095 S0 .5506,081 58567557

5 201920 $16,274685 5216565 50 S0 .30.59473%  $1,760,755 S0 5500226 SB.257.064

& 2020-21 515,941,031 §3vr.072 30 S0 -E9.274300 51,724,885 50 -S485570 58261896

7 2021-22 $15578,253  $316,585 L S0 -SBO27T015  $1,685.417 S0 5471754  38.181.486

8 202223 315,183,620  $377,072 30 S0 38552835 1,643,262 30 5485811 38200218

9 2023.24 $14767,500 536,565 50 S0 -3B,150,480 51,597,701 50 54388327 $8,00265¢

10 202425 $14,320,617  SIT7.072 59 S0 WSTT21162  £1,549,353 S0 420,338 56,105,561

' 2625-26 $13,842,560  SITTLIZ 30 S0 57264650  $1497832 SO 5400847 SBO51767

12 202627  $13.333201 STV 0 S0 56778880 51442524 S0 -8380.097  SY.H83.51D
13 ET3E 512784143 SITT.OT2 50 S0 85,265,000  $1,384,203 30 -E358,943  57.932,268
14 22825 §12,225888 S3TTATE 80 S0 -$5724,404  §1,322.721 80 8335031  S7.886,227
15 2075-20 $11,627,385  S3TT072 30 SC 55157402 81257472 80 530,756 57784282

Table 3 - “Walue Limiation Revenus Model" - Project Value Added with Value Limg

R Y YT

" Yearof - School. Compressed = old. i na

Agreement - ¥ear. - iRate 1 iStat A, “Harmiess . Reductior sctions WSO Tax - LocalTex

Pre-veart 2014-1% 54730638 82245380 5406128 $511,809 5216844 816,922
1 2015-18 56,807,906 52,365,794 80 50 50 $746.28T §320078  .S20211 S10,318382
2 2016-17 59,086,786  SITTITS 30 30 -8375.423 5883,103 ST18409  -S137.017  $10,052.033
3 201718 34022608  $316518 80 50 51,243,122 357,760 50 .S103885 54314170
3 201812 $4822608 52,303,398 6 50 50 $521,760 5222780 -B16,8%8  ST.853.200
5 201820 $4,522508 52,303,388 50 50 0 5521760 $222280  -SiB856  §7,553.200
8 202021 54,622,608 52,302,396 0 50 58 5521760 5222200 516856  57.853.200
7 202122 54522608 52,303,398 50 350 50 §521,760 5222280  -516,858 57,853,200
g 202223 54,522,608 52,303,358 50 0 se $521,760 $222290 816856  §7.853.200
g 2023-24 54822608 52303398 50 50 se 5521,760 5222280 816856 57,853,200
19 2026.25 §4,522,608 52,303,398 s6 50 56 $521,760 5222280 .BI6856  $7.852,200
11 202525 13842560 523022308 80 S0 2 51497832 5638049  -B4B304 S15293.255
12 202627 $13.333201  $377.672 30 S0 -SBTVEE00  $1,442,524 S0 -S380,087  $T.992.810
13 02725 SI2T96143  SITTHTR 50 50 56265008  $1,384.202 S0 -§358,143 57,932,265
14 202828 12325858 S37V072 30 S0 55724404 51322721 S0 5335031 S7.868227
5 702030 S11627.308 5377472 30 $0 55157402 SA257A72 S0 5310758 S7704282

Table 4 - "Baseline Revenue Model" Less "Value Limiation Model

261415
2B15-16

2¢i8-17 : ; 50
201718 -811,443,797 30 0 86 SA0MS482 .51,228108 80 $246,084 -39.417,359
201819 -811,760,162  §1,926,207 89 ¢ 39880348 -B1,272.338 $222 290 £489,205 ~$744,357
201820 -514,452,087 51,888,833 50 S6 89584735 51238005 5222.280 §483,370 -$403 864
2029-2t 511,115,428 31,926,526 0 50 $9.274303  -B1.202,206 8222280 $4869,714 -5428 695
202122 -510, 765,645 81,986,833 50 M EBeTMS 51,163.857 §222,290 $454,808 -8328 268
g 202223 -510,386,012  $1,876,326 50 50 5B5&2.925 -51,121.502 S22z2.2en 438,955 -5347. 18
10 2023-24 -5%,844,882 51,986,833 $0 §0 SB15G,480 51075841 5222280 S421,716 -5230,454
1 2024-25 ~5%,498,008  $1,926,326 0 80 87721162 51027593 $222,280 $403,483 ~8282 341
12 2025-26 50 51,826,328 30 50 $7.264,650 50 $638.048 $352,463 50
13 202627 50 50 S0 2 s0 3¢ 30 50 80
14 2027-28 S0 3¢ 0 §0 50 Rl 50 2] S
15 2028-29 36 30 50 30 50 3 S0 50 S0
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areement A Project Valie: - Value' "1 Vislue Savings. . SLIMIEE Value: 80 Rate - Al rolection

Pre-Year1  2614-15 30 51.040 30 50
5 2015.16 5235550,000 $235,650,000 SO S1040  S2450,760  S2,450.760 50 S0 pod
2 201647 $473,650,000 $473,850,000 50 SL040  SAu25085  S49ISIEL 50 50 50
3 2017.18 51,254300,000 510,000.000 51244300080  S1.040 S13044720  S104005 $12.040.720 S0 SI2B40720  .50,017,380  S3.523.360
4 201818 S1.266696,759 S10,000000 51276698758  S1OA0 513402467  Si04A00 $13.295.467 552600 513350487  .57T44,357 512606110
5 2019-20 $1,255201,341  $10,000,000  $1.245,201,241 S1.040  S13,054094  5104,000 $12,850,084 SE2000 513,002,084 5402865  $12.505.220
& 2020.21 51215921663 S10,000000 51208921663  S1.040 SIZBT6TES  S104,000 $12572,755 SS2000 S12624.785  .S428607 542486088
7 2021.22 $1,179476,242 S10000000 S1169476242  51.040 S12,266553  S104,000 $12,362.553 $62000  S12214583  -$328266 511,535,287
s 2022-2% S1,137.110,955  S10000000 SLIZNTIRGSE  S1040 $19525954  S104.080 $41721.954 $52.000  S11773954  .S34T019  $11.426.335
9 2023-24 $1001,521,992  S10000,000 51081521992  SLO4D  $11,351,628  $104.000 511,247,828 $52,000  $11209,820  -S239,455  $1%,060,374
10 2024.25 $1.042731,765  SI0000000 StOMNTTES 51040 SIOE4E4I0  S104,000 $10740,410 S52000  S10702410 5252342  $10.540,088
1 2035.26 599G,751,91% 590,751,919 S0 S1L040 510,303,820 510303820 50 S6.804720 56,504,720 £ §5.804720
12 2026-27 $035366,656 SU35.768.455 $¢ 5S040 SO7IT.E 59727834 e 50 56 ) s¢
13 202128 $676,756,119 $576.756,11% S0 1040 SO.M1B264  $9,118.264 50 50 50 0 50
14 202828 514,056,914 SB14.966,914 S0 S1040  SB475856 56,475,656 50 S0 50 ) 0
15 2028-30 740,604,105 $749.804,105 $6  $1040  ST706.59F  57.795.369 50 s 50 5 50

$151.268.005 553,633,192 S9T.634,612  ST.168.720  S104,803,5327-§12,161,361 592,642,171

Tax Credit for Vehe Over Limit in First 2 Years Yeér 3 Year 2 Max Credits
£2,396, 760 $4,521,960 $7,168,720
Credits Earned §7,168,720
Credits Paid 37! 168,730
Extess Credils Unpald $0
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