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Glossary

Abatement

A reduction in an individual’s or corporation’s tax
payment

Extraterritorial Jurisdiction

The legal authority for a government to exercise
authority beyond its normal bounds

Forgone Revenues (Projected)

The amount of revenue projected that a taxing
jurisdiction would have received had a tax incentive
agreement not been in place

Independent School District (ISD)

A school district which operates independently of any
municipality, County or State, which requires its own
taxing authority.

Industrial District

A district created by a city and located near the city’s
Extraterritorial Jurisdiction for the purpose of
incentivizing corporations to build within the limits to
create economic development in the area

Limitation

A limit set on the value of a property such that no
valuation greater than said limit can be taxed

Payment in Lieu of Taxes (PILOT)

A payment made to a taxing authority to compensate
for some or all of the revenue loss due to tax
exemptions

Revenue Protection Payment (RPP)

A payment made to an ISD to compensate for any
school tax revenue loss due to a tax limitation as part of
entering into a Texas 313 Value Limitation Agreement

Supplemental Payment (SP)
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A payment made to an ISD in addition to an RPP as part
of entering into a Texas 313 Value Limitation Agreement



1. Executive Summary

Background

Every year in the state of Texas, billions of dollars of tax revenues are forgone by city, county, and state
taxing jurisdictions through engaging in various tax incentive agreements with corporations under the
premise of economic development. The incentive programs in this study are authorized by state law and
are known as Tax Code Chapter 313 — Value Limitation, Tax Code Chapter 312 — Property Tax
Abatement Act, and Industrial District Agreements.

Due to the availability of such agreements, corporations located within certain cities and counties have
strived to maximize their exemptions through engaging in as many applicable agreements as possible.
These agreements are used as an economic development tool to ostensibly serve as a catalyst to drive
economic growth by attracting industries to build and invest within the Texas economy. However, the
viability of these agreements have been widely questioned and there is ongoing debate concerning the
programs (Morris et al., 2021) Proponents of the agreements anticipate that the benefits of economic
development subsequent from the agreements will outweigh the costs in forgone tax revenues, while
opponents and skeptics are concerned that these tax avoidance measures may be more harmful than
beneficial to the local residents and Texas taxpayers (lensen, 2018). The controversy is further
heightened as the Texas Chapter 313 agreement is set to expire at year end (Larsen et al., 2022). An
evaluation of the forgone tax revenues, with close scrutiny, must be conducted through using a rigorous
analysis of the corporations’ investments utilizing these incentives.

Chapter 313 agreements are limitation agreements between Independent School Districts (ISD) and
corporations, in which the corporation’s taxable property value is limited for no more than 10 years. In
this study there are varying timelines based on when each agreement term will begin. The earliest
agreements started in 2016 and the latest will start in 2025. The majority of these Chapter 313
agreements have already begun. It is important to acknowledge that there have been recent agreement
applications by Cheniere, as the program is set to sunset this year. Such agreements would start in the
2040’s and extend into the 2050s. In exchange for this limitation the corporation promises to create jobs,
make investments in property which will develop the area and make supplemental payments (SPs) and
Revenue Protection Payments (RPPs) to the ISDs. While these payments are made to the ISD, the impacts
of forgone revenue are ultimately borne by the state. This subject is further discussed in this report.

Chapter 312 agreements are property abatement agreements between local tax units such as towns,
cities, counties, and colleges. Agreements with counties are the primary focus of this study. The
agreements involve abating a portion of a corporation’s property tax for a period of no more than 10
years. In exchange corporations promise to create jobs, build property to contribute to economic
development and in some cases provide payments in lieu of taxes (PILOTs). PILOTs are additional
payments that a corporation pays to the taxing unit in exchange for tax benefits of the agreement.
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Industrial District Agreements offer immunity from annexation and are made between cities and
corporations. The city grants corporations the opportunity to locate within an industrial zone which is
immune from city annexation, implies no requirements to pay city taxes or abide by certain city zoning
laws and permit requirements. In exchange the corporation offers to build property to spur economic
development and make PILOT payments. These payments are at a reduced rate in comparison to the city
taxes that would have been paid if the corporation operations were within city limits.

This study focuses on the tax incentive agreements being used in Nueces and San Patricio County using a
selection of firms in the petrochemical and steel industry as they contribute a large share of agreements
within the Coastal Bend area. These industries not only receive substantial abatements, but they also
contribute to the air and water pollution in the region. Industries such as wind and solar have also
received abatements, but do not have the associated pollution impacts on the counties. The purpose of
this study is to conduct a thorough analysis of the agreements engaged in by these corporations. It aims
to determine the forgone revenues and their implications to the residents of San Patricio and Nueces
County, the City of Corpus Christi, and the State of Texas as a whole.

For simplicity, the jurisdiction of Delmar College has been included with the Nueces County figures and
the jurisdictions of the City of Ingleside and the San Patricio Drainage District have been included with
the San Patricio County figures, as they are all located within these counties.

Public access to the executed agreements between various taxing authorities and entities seeking
economic development incentives is characterized by overlapping jurisdictions, secrecy, bureaucratic
hurdles and delay, and legal obstacles. A more transparent process of disclosure would foster public
understanding of the purpose, operation, cost, and benefit of the economic development incentive
programs. This analysis was undertaken to determine and convey the impacts of these economic
incentive programs.

Key Findings

e Total forgone tax revenues amount to roughly $2.47 billion

e Average cost per job within the industry amounts to $953,294 within a range of $89,000 -
$11,000,000 per job

e Cheniere experiences the largest tax break among corporations with $1.2 billion and 50% of the
share in total tax revenues forgone

e Chapter 313 agreements contribute to the largest forgone tax revenue among agreement types with
$1.7 billion and a share of 70% of total tax revenues forgone

e The forgone revenues for Corpus Christi, Nueces County and San Patricio County, consist of 5%, 5%,

and 171% of their respective annual budgets
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Table 1 and 2 below reflect the impacts of these agreements regarding the taxes saved by the
corporation, number of jobs promised to create and cost per job in foregone revenues. These
employment estimates are projections over the duration of the agreement based on the jobs promised
at the beginning of the agreement. Table 1 reflects these impacts by corporation, while Table 2 reflects
them by agreement type. Results are displayed in descending order of corporation taxes saved. The
second column depicts the taxes that would have been paid by the corporation without an agreement.
The third column shows the taxes paid by the corporation with an agreement present. The fourth
column is the taxes saved by the corporation by engaging in the agreement with any PILOTs made to the
counties deducted. The fifth column represents the number of jobs the corporation promises to create
during the submission of their application. The last column is a calculation of the cost per jobs promised
by dividing the tax saving or forgone revenue by the number of jobs the corporation promised to create.
This study does not verify whether the promised jobs have actually materialized, partially due to the fact
that there are some agreements that have not yet begun, with corporations yet to begin construction on
the project. It is important to note that the number of jobs will differ amongst tables 1,2, & 3 as multiple
agreements can be made with multiple taxing jurisdictions with one company, which can all require a
condition to promise a number of jobs.
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Table 1: Tax Incentive Totals Projected For 312, 313, & IDAs Aggregated By Corporation

Corporation’s

. ., . Cost Per
Corporations's Corporation's Tax Savings # of Jobs Each
ac
Corporation Taxes Without Taxes With  (Minus Payment Promised By c "
orporate
Agreement Agreement in Lieu of Taxes Corporation jp b
o
or PILOT)
Cheniere $1,480,416,391 | $205,905,414 $1,226,510,978 290 $4,229,348
Gulf Coast
$591,425,240 $129,260,992 $460,098,222 915 $502,840
Growth Ventures
Steel Dynamics | $269,629,125 $72,235,151 $197,063,524 592 $332,878
Oxy $202,130,394 $22,775,967 $179,354,427 153 $1,172,251
Permico $108,674,081 $31,267,795 $77,406,286 92 $841,373
Corpus Christi
$93,861,782 $18,452,710 $60,671,585 220 $275,780
Polymers
Voestalpine $73,904,188 $15,110,077 $58,794,111 170 $345,848
TPCO $65,045,696 $23,538,298 $41,507,397 32 $1,297,106
Epic Y Grade
e $56,831,136 $15,327,878 $41,503,258 10 $4,150,326
Logistics
Equistar
. $43,386,911 $9,036,471 $34,350,440 3 $11,450,147
Chemicals
Flint Hills $40,958,983 $7,055,107 $33,903,876 N/A N/A
Chemours $48,325,237 $15,268,874 $33,056,363 48 $688,674
Ticona Polymer $22,054,033 $4,601,261 $17,452,772 31 $562,993
Enbridge $8,251,094 $3,389,728 $4,861,366 20 $243,068
Air Liquide $6,678,804 $3,452,995 $3,225,809 3 $1,075,270
Nashtec $1,971,348 $804,246 $1,167,102 13 $89,777
Citgo $12,089 $3,529 $8,560 N/A N/A
Valero $2,010 $1,256 $754 N/A N/A
Total $3,113,558,543 | $577,487,748 $2,470,936,831 2,592 $953,294




Table 2: Tax Incentive Totals Projected For 312, 313, & IDAs Aggregated By Agreement

Corporation’s Tax

s o0 . . Cost Per
Agreement Corporations's Corporation's Savings (Minus # of Jobs Each
ac
With Taxes Without Taxes With  Payment in Lieu Promised By c -
orporate
Corporation Agreement Agreement of Taxes or Corporation Jp b
o
PILOT)
313 $2,193,618,127 | $456,388,859 | $1,737,229,268 1,814 $957,679
312 $798,225,138 $94,675,807 $638,415,367 2,309 $276,490
IDA $121,715,278 $26,423,082 $95,292,195 N/A N/A
Total $3,113,558,543 | $577,487,748 | $2,470,936,831 N/A N/A

Tables 3 and 4 delve into further detail. Table 3 dissects the information further, by presenting the
impacts of the agreements by the tax jurisdictions involved. Table 4 shows the forgone revenues for the
counties and the City of Corpus Christi by share of their respective budgets.
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Table 3: Tax Incentive Totals For Each Jurisdiction Within Agreement

Tax Jurisdiction
Taxes
Without
Agreement

Gregory-Portland ISD

(San Patricio County) 313

$1,648,245,548

Sinton ISD

Taxes With
Agreement

$329,259,334

Agreement Corporation's Corporation's Corporation’s
With
Corporation

Tax Savings
(Minus

Paymentin Corporation

Lieu of Taxes
or PILOT)

$1,318,986,214

# of Jobs
Promised

By

715

Cost Per
Each
Corporate
Job

$1,844,736

(Nueces County)

Del Mar College

(San Patricio Couny) 313 $188.036,775 | $51.908,665 | $136,128,110 502 $229.946
Ingleside ISD

- 313 $119,482,167 | $14.878.155 | $104,604,012 204 $512,765
(San Patricio County)
City of Corpus Christi IDA $121,715,278 | $26,423,082 | $95,292,195 N/A N/A
(Nueces County)
Sl LA LT 312 $105,064,.857 | $10,262,773 | $84,405 607 1845 $45,748
District
Cal-Allen ISD
(Nuaces Gounty) 313 $94,131,228 | $22.299.209 | $71,832,019 23 $3,123,131
Robstown ISD
I 313 $91,493,304 | $27,587,395 | $63,905,909 40 $1,507,648
Tuloso-Midway ISD 313 $50,374,378 | $9,194.869 | $41,179,509 220 $187,180

(Nueces County) 312 $21,688,851 $5,408,320 $16,280,530 230 $70,785

City of Ingleside

e i e G 312 $6,167,337 $1,775,232 $4,392,105 23 $190,961

Corpus Christi ISD

(Nueces County) 313 $1,854,727 $1,261,232 $593,495 20 $29,675

Totals $3,113,558,543 | $577,487,748 |$2,470,936,831 N/A N/A
AuJlocase 9
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Table 4: Forgone Losses Compared to City and County Budgets

Forgone Total Budget Share of Forgone Annualized Share of
Revenue Revenue Foregone Revenue

City of Corpus

. $95,292,195 | $264,191,785 36% 5%

Christi

Nueces County $56,980,358 | $247,732,017 23% 5%

San Patricio County | $581,435,010 | $42,613,712 1364% 171%

Note:

Total Budget figures for Corpus Christi are collected from the revenues of the general fund from
the 2020/21 operating budget on page 115.
(https://www.cctexas.com/sites/default/files/FY20-21-Adopted-Operating-Budget-Online.pdf)
Nueces County figures are taken from the 2020/20 Adopted Budget in Brief on page 2.
(https://www.nuecesco.com/home/showpublisheddocument/27702/637425255817730000)

San Patricio County figures are retrieved from the revenues of the general fund of the Adopted
2022 budget on page 5.
https://www.co.san-patricio.tx.us/upload/page/5549/docs/Financial/Budgets/Adopted%20Budget

%202022.pdf

2. Overview & Purpose

Autocase Economic Advisory, with subcontractor Maritimatix™, was engaged to provide an economic
and financial study to determine the estimated value of lost tax revenue through three of the most
ubiquitous agreements in particular: Texas Chapter 313 Value Limitation Agreement, Chapter 312
Property Tax Abatement Program, and Industrial District Agreements (IDAs).

In 1981 a constitutional amendment was approved which granted authority to towns, cities and counties
along with other government taxing units that collect property taxes to extend exemptions on eligible
investments for the purpose of development or redevelopment of property (Greer, 2018). Given these
powers granted by the Texas Constitution, the Legislature adopted the Property Redevelopment and Tax
Abatement Act (PRTAA) in 1987 (TEX. TAX CODE §313.001). Today, it is more commonly referred to as the
Chapter 312 Property Tax Abatement Act. Since inception, school districts along with other local taxing
jurisdictions were authorized to extend exemptions under this law.

However, in 2001 an amendment (Tex. Tax Code §313.002(f)) was made which excluded the school
districts. The opposition was concerned that the abatements would diminish school tax revenue bases.
This exclusion made way for another exemption opportunity for Independent School Districts (ISDs). It
came in the form of an agreement commonly known as the Texas Chapter 313 value limitation
agreement. In essence, the agreement would allow ISDs to extend exemptions to eligible corporations
planning to develop property within the school district. In exchange, corporations were also required to
make Revenue Protection Payments (RPPs) to protect the revenues of the ISDs. This addressed the
concerns that former opponents had with the ISDs’ involvement in the 312 agreements; however it led
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to other consequences. While corporations were required to make RPPs to offset ISD tax revenue losses,
it is primarily the state that reimburses the majority of losses through providing state aid. The loss felt by
the state is the forgone school property tax revenue that would otherwise have reduced the need for
state aid. As a result, state taxpayers are the prime stakeholders affected. This is a notion that is further
outlined in detail within this report.

In addition to the 312 and 313 agreements, Industrial District Agreements have also been employed by
municipalities to extend exemptions. Cities have created industrial districts within their extraterritorial
jurisdiction which allow corporations to locate near the city without being subject to city property taxes
and zoning and permitting requirements.

Of the major industries engaged in agreements, the petrochemical and steel manufacturing industries
contribute a large share in the Texas Coastal Bend region. Within the Coastal Bend region, these
industries contribute to 51% of active Chapter 313 agreements; a major agreement which will be further
discussed in this study. Thus, this study has selected a list of corporations from these industries in order
to achieve a set of firms to conduct the analysis. This study focuses particularly on the tax incentive
agreements these firms have engaged in within the Nueces and San Patricio Counties. For simplicity, the
jurisdiction of Delmar College has been included with the Nueces County figures and the jurisdictions of
the City of Ingleside and the San Patricio Drainage District have been included with the San Patricio
County figures, as they are all located within these counties. This study aims to provide a thorough
analysis of the corporations and their respective tax incentive agreement to determine the taxation
avoided and forgone tax revenues borne by the affected stakeholders. This evaluation will aim to convey
the operations, impacts, and valuations of these agreements, providing sufficient information to
stakeholders from which to form their own opinions.

3. Tax Incentive Agreements

This tax study focuses on the three key agreements which corporations have used to leverage tax
avoidance in the Counties of Nueces and San Patricio. The Texas Chapter 313 Value Limitation
Agreement, the Chapter 312 Property Tax Abatement Program, and Industrial District Agreements
(IDAs). These agreements are further outlined as follows.

Tax Code Chapter 313 — Value Limitation And Tax Credits

The Texas Chapter 313 Value Limitation Agreement is an agreement in which the taxpayer is granted an
appraised value limitation on the value of their property when subject to taxes. Agreements are
negotiated between the taxpaying corporation and Independent School Districts (ISDs). The limitation is
applied for a period of no more than 10 years, in which there is a reduction in the property’s taxable
value for school district Maintenance and Operations (M&O) tax. In exchange for such value limitation,
the taxpaying institution must provide a minimum level of qualifying investment to build property and
must create a minimum amount of required jobs. An example scenario is as follows. A corporation
engages in a Chapter 313 agreement and receives a $30 million limitation on their taxable property value
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regarding the school district’s M&O tax rate for 10 years. This means that for 10 years the school M&0
tax rate can only be applied to the $30 million portion of the corporation’s property value regardless of
how much the actual total value of the property increases. In exchange, a corporation would agree to
make a minimum value of investment to build, such as $80 million. This minimum level is determined by
certain criteria which will be further discussed shortly. In addition to a minimum investment the
corporation is required to create, for example, 30 or more jobs.

In accordance with tax code Chapter 313, the minimum requirements vary with respect to the value of
taxable property in the school district whether the school district is located in a non-rural (subchapter B)
or rural (subchapter C) community. Tables 5 and 6 show how subchapter B and C districts are
categorized, along with the corresponding minimum qualifying investment.

Table 5: Categorization and Minimum Investment of Non-Rural School Districts (Subchapter B)

Category Taxable Value of All Property Minimum Qualified Investment
| $10 billion or more $100 million
S1 billion or more
Il 80 million
but less than $10 billion 2
500 million or more
m 4500 mill $60 million

but less than $1 billion

IV $100 million or more $40 million
but less than $500 million

Vv Less than $100 million $20 million

Source: Comptroller.Texas.Gov

URL: https://comptrollertexas.gov/economy/local/ch313/values.php

Table 6 : Categorization and Minimum investment of Rural School Districts (Subchapter C)

Category Taxable Value of Industrial Property Minimum Qualified Investment
| $200 million or more $30 million
$90 million or more
1l 20 million
but less than $200 million >
S1 million or more
1] 10 million
but less than $90 million 2
v $100,000 or more $5 mill
million
but less than $1 million
\Y Less than $100,000 S1 million

Source: Comptroller.Texas.Gov
URL: https://comptroller.texas.gov/economy/local/ch313/values.php
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The process of engaging in a Chapter 313 agreement is outlined in Figure 1. First the taxpaying institution
must apply for a 313 agreement. At this point the employment incentives, the qualifying period, and the
limitation period are specified. The employment incentives are defined as the number of qualifying and
non-qualifying jobs the institution is willing to hire, along with the minimum salary that they are
promising to pay each employee. Following the application and approval process is the qualifying period.
The qualifying period is the period in which the taxpaying institution must begin its investment; after
qualifying, the limitation period begins. The qualifying period is 2 years for all the corporations in this
study. The limitation period is the period in which the taxpaying institution experiences a limitation in
the taxable property value. Thus, any value of the property over said amount is not subject to the M&O
ad valorem taxation. During this period, payments to the ISD may also be paid in the form of Revenue
Protection Payments (RPP) and supplemental payments (SP). RPPs are payments made to the ISD from
the taxpaying institution to cover any forgone revenue loss experienced by the ISD for a given tax year,
due to the limitation. Supplemental payments are additional payments that can be made by the
taxpaying institution to the ISD. Once the limitation period ends, the taxpaying institution must maintain
a viable presence for a given period, which is usually five years amongst the corporations in this study.
During this time ad valorem taxes are paid in accordance with the full taxable value of the appraised
property.
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Figure 1: Chapter 313 Agreement Process
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Due to the nature of revenue protection payments, it is important to note that the impact of tax revenue
loss is most felt not by the ISD, as their revenues are protected, but rather by the State of Texas as a
whole and ultimately the state taxpayers. The state is the major entity affected by the 313 limitation as a
result of a 1993 state legislation aimed to create equity in the education system in the state of Texas
(Texas Comptroller's Office, 2019). The legislation is a plan to make school financing equitable across all
school districts. Under the law an “entitlement” limit is set for each school. Any excess property tax
revenues over this entitlement limit are recaptured from property-wealthy school districts and
redistributed to poorer school districts in the form of state aid. Thus, when a school gives up potential
revenue it forgoes potential revenues that would otherwise contribute to decreasing the demand for

state aid, which is a benefit to the state.
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Figure 2: Revenue/Expenditure Process Of An ISD That Has 313 In Place
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Figure 2 more clearly conveys how this legislation contributes to the 313 limitation’s impact on the state.
It outlines the revenue and expenditure process of an ISD and incorporates the relationship that the
state and 313 taxpaying institutions have with one another. Initially tax revenue is generated by the ISD
through ad valorem taxation. There is a limit of school district revenues set by the Legislature, which
contributes to the equalization of school district funding. If the school revenue generated exceeds this
limit, excess funds are “recaptured” by the state to be redistributed to other districts. However, if a
school district’s revenue is below its school finance “entitlement”, funds are received from the state. If

a“"

state aid is given to contribute to maintaining the district’s “entitlement”, then a lesser amount than an
RPP is required. However, if the district does not receive aid and falls below the district’s “entitlement"
because of the workings of the school finance system, the taxpaying institution must make a RPP to
replace the full value of revenues forgone to maintain district revenue. The former outcome is usually
the case for the duration of the agreement. Where state aid is a contributor this offsets any potential
forgone revenue as opposed to the RPPs alone. In some years, no RPP is made at all for many
corporations. In most cases where a school is engaged in a 313 agreement, initial revenue is severely
impacted due to the limitation. Rather than potentially having additional funds to fund the state aid for
other ISDs or being self-sufficient, these I1SDs face lower projected tax revenues which do not serve to

ease the requirement of state aid.
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The limitation serves to diminish state aid from two aspects: lower recapture funding inflows and higher
state aid outflows. As stated previously, in most cases state aid is what funds the majority of a school
budget, which limits the requirements for a RPP. This increased burden on an already diminishing state
aid fund is precisely the reason why the 313 limitation agreement adversely affects the state taxpayer as
opposed to the ISD engaged in the agreement. This study will serve to shed light on the effects of these
313 agreements, through quantifying the revenue loss borne by the state taxpayers. These effects have
not gone unnoticed as Chapter 313 agreements are set to sunset as of December 31, 2022 (Larsen et al.,
2022). However, there is still opportunity for agreements to be approved before the sunset date which
will allow corporations to experience limitations after the fact. There has been an influx of applications in
2022 as corporations try to lock in agreements before the sunset date. However, there is always the
possibility for a return in legislation. Hence, it is important for this study to shed light on the impacts to
best inform all stakeholders affected by this agreement.

Tax Code Chapter 312 - Property Tax Abatement Act

The Texas Chapter 312 Property Tax Abatement Act is an agreement between a taxpaying institution and
the respective county taxing unit it resides in. The agreement abates all or parts of the increase in the
real and/or personal property from taxation. The abatement period is to last no longer than 10 years. In
exchange for such abatements, the taxpaying institution must build property within a reinvestment zone,
which is established by the local taxing jurisdiction, and promise to create new jobs. Several examples of
standard abatement schedules with the abatement terms and periods can be seen in Table 7. During the
10-year abatement, the increased property value will be abated by the associated abatement percentage
for the given year. The terms of each abatement can be unique and is negotiated at the application
phase.
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Table 7: Abatement Terms of Several 312 Agreements

GULF COAST GROWTH

VENTURES CHEMOURS CHENIERE
o Abatement Abatement Abatement
Schedule Schedule Schedule
1 100% 1 100% 1 100%
2 100% 2 100% 2 100%
3 100% 3 70% 3 100%
4 70% 4 60% 4 100%
5 70% 5 50% 5 100%
6 70% 6 40% 6 100%
7 70% 7 30% 7 100%
8 70% 8 20% 8 100%
9 70% 9 10% 9 100%
Figure 3: Chapter 312 Agreement Process
Process |:| Description inflows () Outflows |:|

( S County Votes On ' Location To : ' Completion OF
APfication For s thprwing .ﬁ.ppllcaﬁunH Reinvestment Zone H FETER Cono H Abatement Penod

¥ ! |

/Possible Initial!, /Abatement Schedule Is, / Company Specifies

Pilot Payment Determined Employment Incentives % Of Taxes Are Filot Fayments
Are Made Abated | Are Made IT
) Annually Required

The agreement process for a Chapter 312 abatement can be seen in Figure 3. Initially the taxpaying
corporation must apply for a 312 abatement. During this phase the abatement terms are determined,
possible payments in lieu of taxes (PILOTs) are made to the associated taxing unit with the agreement,
and the employment incentives are specified. The corporation will specify the number of jobs it promises
to employ and the minimum required salary they will pay. Following the application, the taxpaying
institution must locate and begin investing in the reinvestment zone and then the abatement period
follows. During this period the taxpaying institution experiences a property value abatement according
to the terms of the agreement. PILOT payments may also be paid during this time if they are part of the
terms of agreement. Once the abatement period reaches completion, the agreement ends.
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As the 312 property abatements exist between the institution and the county tax unit, the impact of
revenue loss is most felt by county taxpayers. This study will seek to assess these impacts in a manner
that is quantifiable regarding public benefits that are associated with such tax losses.

Industrial District Agreements

An Industrial District Agreement (IDA) offers companies, located in an industrial district, immunity from
annexation and city zoning and permitting requirements in exchange for a payment in lieu of taxes
(PILOT) to the city at a reduced rate. Cities can designate reinvestment zones in which they can make IDA
agreements with any corporation located within the zone. The IDA agreement process is outlined in
Figure 4.

Figure 4: IDA Process

Process| | Description Inflows
(— City Voles On ) | -
IDA Application |—h Approving :—r]l i ?Egrriiiment :—h' A reE:rg?ntl[;::rm d |
' Application | | Ad

. '

Companies are except from all

Zoning and permit
Reduced PILOTs are Paid; reguirements

« Land - 100% of Tax
« Exisling Improvements - 62.5% of Tax

s New Improvements:
o 0% of Tax (First 4 Years)
o B2.5% of Tax (Year 5 and after)

Once a corporation determines they will be purchasing land within an industrial district, preferably with
intentions to build new improvements, they can apply for an IDA. It is important to note that the
intentions to build are not mandatory by law but rather incentivized through the terms of the
agreement. For example Cheniere has an IDA agreement from 2019-2024 and to date the CAD records
show that the associated property with the IDA has no new improvements. During the application
process the terms of the agreement are affirmed and what follows is the IDA agreement period. This
period is 5 years for all corporations in this study. During this period, in exchange for immunity from
annexation, PILOT payments are made for each year of the agreement term. As seen in Figure 4, these
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PILOT programs are a given percentage of what the corporation would have paid in ad valorem taxes
given annexation. The proportions are as follows: 100% of the tax for land, 62.5% for existing
improvements, and 0% for the first four years of a new improvement, with 62.5% thereafter until the
agreement period ends. These agreements can also be extended or replaced by similar agreements upon
negotiation between the parties.

Given that the IDA agreements are between the corporation and the city, city taxpayers are the
stakeholders most affected by these agreements. As such, this analysis has been conducted to capture
these impacts in revenue loss to the city taxpayer.

4. Valuation Approach

The objective of foregone tax revenue valuation in this study involves both corporations and agreements.
There are several corporations engaged in various tax incentive agreements each impacting a specific
region and community. Given this structure, valuations are first calculated for every agreement
associated with a corporation. All results are then aggregated across three levels of interest: corporation,
agreement type, and regions affected. As mentioned previously, a list of representative firms have been
selected along with all tax incentive agreements they are engaged in. Table 8 displays the list of
representative firms along with their agreements and regions affected.
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Table 8: Summary Of Corporations, Agreements and Regions Affected

Corporation Agreements Regions Affected
Air Liquide 312,313 San Patricio County, State
Chemours 312,313, IDA San Patricio County, State, City of Corpus Christi
Citgo IDA City of Corpus Christi

Cheniere (Corpus Christi
Liquefaction)

312,313, IDA

San Patricio & Nueces County, State, City of Corpus
Christi

Corpus Christi Polymers
(Formerly M&G Resins)

312,313, IDA

Nueces County, State, City of Corpus Christi

Epic Y Grade Logistics

312,313, IDA

Nueces County, State, City of Corpus Christi

(Formerly TexStar)
Equistar Chemicals 313 State
Flint Hills (Refinery) IDA City of Corpus Christi
Gulf Coast Growth
Ventures (ExxonMobil & 312, 313 San Patricio County, State
SABIC)
Enbridge (MODA - Oxy ..
312 San Patricio County
IEE Center)
Nashtec 312, IDA San Patricio County, City of Corpus Christi
Oxy/Occidental/Inglesid San Patricio & Nueces County, State, City of Corpus
312,313, IDA -
e Ethylene Christi
Permico 312,313 Nueces County, State
Steel Dynamics (Buffalo) 312,313 San Patricio County, State
Ticona Polymer 312 Nueces County
TPCO (Now TEDA TPCO) 312, IDA San Patricio County, City of Corpus Christi
Valero IDA City of Corpus Christi
Voestalpine 312,313 Nueces & San Patricio County, State

20



Chapter 313 Formulations

Chapter 313 agreements are value limitation agreements in which only a limited portion of a property’s
value is taxed. Therefore the elements involved for the tax analysis include:

e The value of the limited portion to be taxed ($30 million for all but three agreements with
Permico, where limitation is $20 Million)

The M&O taxation rate for the year and ISD in which the corporation is located

The estimated property value for each year of the abatement period

The value of any tax credits

PILOT payments

RPP payments

Supplement payments

Number of jobs promised

Salary promised per job

All elements were gathered from the agreements, applications, findings, and school costing
documentation located from the Texas Comptroller’s Office through their website. Once these elements
were collected the value of taxation the corporation would have paid without an agreement would be
calculated using the M&O rate with the estimated property values. The value taxation paid with the
agreement was calculated using the M&O rate and the limitation value. Following, the taxation avoided
was calculated as the difference. All valuations were totalled across each year of the limitation to reflect
the valuations for each agreement.

Chapter 312 Formulations

Chapter 312 agreements are property abatement agreements which offer a reduction on the portion or
all of property taxes paid. As such, the elements involved in the analysis are:

The agreement period

The abatement percentages per year

The tax rate of the taxing jurisdiction in which the agreement is made
Valuation of the property improvements due to investment

PILOT payments

Number of employees promised to employ

Salary promised per employee

With exception to the property valuation, these values were all extracted from each 312 agreement,
which were obtained through public information requests with Nueces and San Patricio County. In order
to determine the valuation of property improvements, a combination of various sources were used. Each
312 agreement contained an estimate of the value of investment that the corporation would engage in.
This value would then be split across the construction phase of the abatement period to serve as an
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estimate for property value improvements. Following the construction phase, assuming the investment
is complete, the entire value of the investment would be used as the valuation for improvements for the
remainder of the abatement period.

Apart from the agreements, the actual valuation of improvements were acquired from the county
appraisal district (CAD). Upon request from the respective CAD districts, lists of property IDs were
received. An online property search was then conducted through the CAD websites using these property
IDs. For this tax study, both the estimated improvement value from agreements and the actual
improvements value from the CAD records were used to determine the improved property values of
each corporation throughout the abatement period. The abatement period for all agreements have a
termination date beyond the time of this study and most have already started. Thus, a combination of
expected investment and actual investment values was necessary to estimate property improvement
values for the duration of each abatement.

Once all the necessary elements of the agreements were gathered, the valuations for the corporation
taxation given no agreement were calculated using the investment value and tax rate. The taxation given
an agreement was calculated using the investment value, the tax rate and abatement percentage. The
taxation avoided was calculated as the difference. Once calculated, the valuations for each year were
totalled to represent the total valuations for each agreement.

Industrial District Agreements Formulations

These agreements involve a PILOT payment on improvements that is a reduced rate of the taxation a
corporation would pay if their property becomes subject to annexation. Hence, the elements involved in
the tax analysis include:

The agreement period
The PILOT percentages
The value of property improvements

The tax rate of the City of Corpus Christi (the city in this study in which IDAs are made)

The agreement period and PILOT percentages were gathered from each IDA agreement, which was
retrieved from a City of Corpus Christi public records search. Each IDA agreement contained a list of
geographic IDs which could be used to conduct a property search through the online CAD records. As
these agreements held termination dates after the time of this study, an estimation of property
improvement values was also necessary. As such, the estimated improvement values obtained for 312
agreements were also used for corporations that held both IDA and 312 agreements. Once the required
information was gathered, the taxation that would have been paid if the corporation was annexed with
no agreement was calculated using the value of property improvements and city tax rate. The PILOT
payments were calculated using the value of property improvements, city tax rate, and PILOT
percentages. The taxation avoided was calculated as the difference. The calculations are as follows:

Property Value * City Tax Rate = Taxation Due To Annexation
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Property Value * PILOT Rate = Taxation With Agreement
Tax Savings = Taxation Due To Annexation - Taxation With Agreement

Once all valuations were determined, they were summed across each year of the agreement period to
reflect valuations for each IDA.

Aggregation

Following the valuation calculations for all agreements, the next phase involved aggregating values for all
agreements by corporation, agreement type, and region affected. For corporation aggregation,
valuations for all agreements with the same corporation were grouped together. Concerning the
aggregation of jobs, any jobs with overlap between agreements were removed to prevent double
counting. Corporations promise jobs under both 312 and 313 agreements; however, the jobs provided by
one corporation are used to fulfill both job promises in both agreements simultaneously. In the case
where the corporation promised a higher number of jobs for one agreement than the other, the higher
job count was counted.

When aggregating across agreements all valuations are summed by agreement type. In this case, jobs
with corporation overlap are still included in order to isolate the job impacts of each agreement
separately. Aggregations across regions are very similar to aggregations across agreement types as each
agreement affects a particular region. All 313 agreements affect the state as discussed prior in this study,
312 agreements primarily affect their respective county and IDAs affect the City of Corpus Christi. The
only difference in the aggregation stage is that the effects of 312 agreements are segmented to reflect
the individual counties they affect, being Nueces and San Patricio Counties. Thus, the aggregation by
region is aggregated by state (313 agreements), Nueces County (half of 312 agreements), San Patricio
County (half of 312 agreements), and by the City of Corpus Christi (IDAs). Once aggregated, the results
are ready for analysis.
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6. Results and Analysis

This section aims to convey the results of this study through a variety of perspectives of interest. As
previously discussed, the results have been aggregated by corporation, agreement type and regions
affected to assess the various impacts from these perspectives.

Results By Corporation Aggregation

Table 9 below shows the results for tax incentive valuations aggregated by corporation. In total,
corporations in the industries of focus would have paid taxes amounting to $3.11 billion dollars without
the presence of a tax incentive agreement. With the implementation of a tax incentive agreement,
corporations roughly paid $580 million dollars in taxes resulting in a tax avoidance of $2.47 billion
dollars. The total promised jobs to be created within industry amounts to roughly 2,592 - with an
average cost per job of $953,294. The highest total cost per job was Equistar Chemicals at a cost of
$11,450,147 per job, followed by Cheniere at $4,229,348 per job and Epic Y Grade Logistics at
$4,150,326 per job.
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Table 9: Tax Incentive Totals For 312, 313, & IDAs Aggregated By Corporation

Corporation’s  Corporation’s Corporation’s  # Of Jobs
. . . . . Cost Per Each
Corporation Taxes Without Taxes With Tax Savings Promised By c te Job
orporate Jo
Agreement Agreement  (Minus PILOT) Corporation -
Cheniere $1,480,416,391 $205,905,414 | $1,226,510,978 290 $4,229,348
Gulf Coast
Growth $591,425,240 $129,260,992 $460,098,222 915 $502,840
Ventures
Steel Dynamics| $269,629,125 $72,235,151 $197,063,524 592 $332,878
Oxy $202,130,394 $22,775,967 $179,354,427 153 $1,172,251
Permico $108,674,081 $31,267,795 $77,406,286 92 $841,373
Corpus Christi
$93,861,782 $18,452,710 $60,671,585 220 $275,780
Polymers
Voestalpine $73,904,188 $15,110,077 $58,794,111 $170 $345,848
TPCO $65,045,696 $23,538,298 $41,507,397 $32 $1,297,106
Epic Y Grade
L $56,831,136 $15,327,878 $41,503,258 10 $4,150,326
Logistics
Equistar
< . $43,386,911 $9,036,471 $34,350,440 S3 $11,450,147
Chemicals
Flint Hills $40,958,983 $7,055,107 $33,903,876 N/A N/A
Chemours $48,325,237 $15,268,874 $33,056,363 48 $688,674
Ticona
$22,054,033 $4,601,261 $17,452,772 31
Polymer
Enbridge $8,251,094 $3,389,728 $4,861,366 20 $243,068
Air Liquide $6,678,804 $3,452,995 $3,225,809 3 $1,075,270
Nashtec $1,971,348 $804,246 $1,167,102 13 $89,777
Citgo $12,089 $3,529 $8,560 N/A N/A
Valero $2,010 $1,256 $754 N/A N/A
Total $3,113,558,543 $577,487,748 | $2,470,936,831 2,592 $953,294

Aulocase 25



Table 10 and Figure 5 shows the taxation avoided or revenues forgone by each corporation segmented

by agreement.

Table 10: Corporation Taxation Avoided Segmented By Agreement

Corporation Tax Savings 313 312 IDA
Cheniere $1,226,510,978 $857,168,595 $369,342,383 $0
Gulf Coast Growth Ventures $460,098,222 $407,156,873 $52,941,349 N/A
Steel Dynamics $197,063,524 $136,128,110 $60,935,414 N/A
Oxy $179,354,427 $82,875,211 $54,002,211 $42,477,005
Permico $77,406,286 $63,905,909 $13,500,377 N/A
Corpus Christi Polymers $60,671,585 $41,179,509 $18,126,422 $1,365,654
Voestalpine $58,794,111 $55,254,241 $3,539,870 N/A
TPCO $41,507,397 N/A $36,347,862 $5,159,535
Epic Y Grade Logistics $41,503,258 $37,481,579 $2,073,597 |$1,948,081.92
Equistar Chemicals $34,350,440 $34,350,440 N/A N/A
Flint Hills $33,903,876 N/A N/A $33,903,876
Chemours $33,056,363 $19,319,885 $4,258,204 $9,478,274
Ticona Polymer $17,452,772 N/A $17,452,772 N/A
Enbridge $4,861,366 N/A $4,861,366 N/A
Air Liquide $3,225,809 $2,408,916 $816,893 N/A
Nashtec $1,167,102 N/A $216,647 $950,455
Citgo $8,560 N/A N/A $8,560
Valero $754 N/A N/A $754
Total $2,486,285,901 $1,752,578,338 $638,415,367 | $95,292,195

When observing the taxation a corporation would have paid without an agreement with the taxation
they paid/will pay with an agreement, the comparison can be more clearly visualized with the gap
implicitly representing the taxation avoided by the corporation or revenue forgone in the case of the
taxing jurisdictions associated with each agreement. Figure 6 displays these two totals for all
corporations, while Figures 7-10 segments the corporations according to four groups from highest tax
savings to lowest. This allows for a more clear observation of the data, especially regarding corporations
with relatively smaller tax savings.
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The proportions of tax savings can also be segmented to observe the corporations that have the greatest impact
to forgone revenue due to tax incentive agreements. Figure 11 shows these proportional impacts. It indicates
that Corpus Christi Liquefaction accounts for roughly half of the tax savings amongst the corporations in this
study, followed by 19% by Gulf Coast Growth Ventures, 8% by Steel Dynamics and 7% by OXY. Together these 4
corporations contribute to approximately 84 percent of the share of foregone revenue.

Figure 11: Proportion Of Tax Savings By Corporation

Share Of Tax Sa‘"ngs Bv Corporatlon {1) 50% = Cheniere (Corpus Christi Liquefaction)
14-18

(2) 19% = Gulf Coast Growth Ventures (ExxonMobil
& SABIC)

(3) 8% = Steel Dynamics (Buffalo)

(4) 7% = Oxy/Occidental/Ing Eth

(5) 3% ® Permica

[5] 2% W Corpus Christi Polymers (Formerly M&G
Resins)

(7) 2% W voestalpine

(8) 2% m TPCO (TEDA TPCO)

(9) 2% ™ Epic Y Grade Logistics (Formerly Texstar)
(10) 1% ™ Equistar Chemicals

(11) 1% m Flint Hills

(12) 1% = Chemours

(13) 1% = Ticona Polymer

(14) 0% = Enbridge (MODA - Oxy IEE Center)
(15] 0% ™ Air Liquide

(16) 0% * Nashtec

(17) 0% = Citgo

(18) 0% = valero

Results By Agreement Aggregation

When aggregating across agreements the impacts of each agreement can be accessed specifically. Table
11 segments the valuations by agreement. Chapter 313 agreements are shown to have the largest
impact of $1.7 billion in tax revenues foregone, followed by Chapter 312 with roughly $638 million, and
lastly IDA agreements with $95 million. This is further evident in Figure 12, which shows the proportions
of tax savings by agreements. Chapter 313 agreements account for 70% of the taxes forgone, followed by
Chapter 312s and IDAs accounting for 26% and 4% respectively. Table 12 provides a more detailed
breakdown of each tax Jurisdiction involved within each agreement type. It is important to note that the
number of Jobs promised are listed higher compared to table 11 as there were jurisdictions that both
had 312 agreements with the same corporation. Thus in table 11 jobs were excluded to prevent double
counting within agreement types. In the case of table 12 these jobs are not excluded in order to reflect
the number of jobs associated with each jurisdiction.
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Table 11: Tax Incentive Totals For 312, 313, & IDAs Aggregated By Agreement

. . ., Corporation’s Tax Cost Per
Agreement Corporation's Corporation's . . # Of Jobs
] ) ) Savings (Minus ) Each
With Taxes Without Taxes With .. Promised By
. Payment in Lieu of X Corporate
Corporation Agreement Agreement Corporation
Taxes or PILOT) Job
313 $2,193,618,127 | $456,388,859 $1,737,229,268 1,814 $957,679
312 $798,225,138 $94,675,807 $638,415,367 2,309 $276,490
IDA $121,715,278 $26,423,082 $95,292,195 N/A N/A
Total $3,113,558,543 | $577,487,748 $2,470,936,831 N/A N/A

Figure 12: Proportions of Tax Savings By Agreement

Proportion Of Tax Savings By Agreement

IDA

312

25 70/

313
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Table 12: Tax Incentive Totals For Each Jurisdiction Within Agreement

Tax Jurisdiction

Gregory-Portland ISD
(San Patricio County)

313

Taxes Without

Agreement

$1,648,245,548

Agreement Corpoations's Corporation's
With
Corporation

Taxes With
Agreement

$329,259,334

Corporation’s
Tax Savings
(Minus

of Taxes or
PILOT)

$1,318,986,214

# of Jobs
Promised

By

Payment in Lieu Corporation

Cost Per
Each
Corporate
Job

$1,844,736

(Nueces County)

Del Mar College

Sinton ISD
(San Pafricio Counfy) 313 $188,036,775 | $51,008.665 | $136,128,110 592 $2290,946
Ingleside ISD

S 313 $119,482,167 | $14,878,155 | $104,604,012 204 $512,765
(San Patricio County)
City of Corpus Christ IDA $121,715278 | $26423,082 | $95.292 195 N/A N/A
(Nueces County)
San Patricio Drainage 312 $105,064.857 | $10,262.773 | $84,405607 1845 $45,748
District
Cal-Allen ISD
iNueces Gounty) 313 $94,131,228 | $22,200200 | $71,832,019 23 $3,123,131
Robstown ISD
s o] 313 $91,493,304 | $27,587,395 | $63,905,909 40 $1,507,648
Tuloso-Midway ISD 313 $50,374,378 | $9,194,869 $41,179,509 220 $187,180

(Nueces County) 312 $21,688,851 $5,408,320 $16,280,530 230 $70,785

City of Ingleside

Ve Pl G 312 $6,167,337 $1,775,232 $4,392,105 23 $190,961

Corpus Christi ISD

(Nueces County) 313 $1,854,727 $1,261,232 $593,495 20 $29,675

Totals $3,113,558,543 | $577,487,748 | $2,470,936,831 N/A N/A
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Results By Region Affected Aggregation

The aggregated results by regions affected are similar to the aggregation by agreement type, as the two
are linked; these are shown in Table 13. Chapter 313 agreements affect the state, Chapter 312 primarily
affect the counties of San Patricio and Nueces and the IDAs affect the City of Corpus Christi.
Corresponding to the results by agreement aggregation, the State of Texas experiences the largest
forgone revenue of $1.7 billion, followed by San Patricio County with foregone tax revenues of $580
million, the City of Corpus Christi with $95 million, and Nueces County with $56.9 million. These
valuations are further described in Figure 13 with a breakdown of proportional impacts - the State of
Texas accounts for 70% of the lost tax revenues, San Patricio County 23% percent, the City of Corpus
Christi 4% and finally Nueces County at 3%.

Table 13: Tax Incentive Totals For 312, 313, & IDAs Aggregated By Regions Affected

Corporation’s Corporation’s Corporation’s Tax # Of Jobs Cost Per Each

Region Taxes Without  Taxes With Savings (Minus Promised By Corporate

Agreement Agreement PILOT) Corporation Job
State
. $2,193,618,127 | $456,388,859 $1,737,229,268 1,814 $957,679
(Via Recapture)
Nueces County $94,407,409 $22,689,564 $56,980,358 363 $156,971
San Patricio
$703,817,729 $71,986,243 $581,435,010 1,946 $298,785
County
City of Corpus
YOTROPUS | 6121715278 | $26,423,082 $95,292,195 N/A N/A
Christi
Total $3,113,558,543 | $577,487,748 $2,470,936,831 N/A N/A
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Figure 13: Proportion Of Tax Savings By Region Affected

Proportion Of Tax Savings By Region Affected

City of Corpus Christi

San Patricio County

3 A9

Nueces County

State (Via Recapture)

To add more perspective to the potential revenue losses in the City of Corpus Christi and the Counties of
San Patricio and Nueces, Table 14 compares their value of losses with their respective budgets to present
the losses as a share of the budget. The share of the forgone revenues column reflects the share of the
total revenue losses for the region with respect to the latest annual budget for that region. The annual
share of forgone revenue represents the share of revenue based on an annualized value of forgone
revenues. Given that forgone revenues are reflected over the entire agreement period they are
annualized to be compared directly with the annual budgets of these regions. The annualized share of
forgone revenues was calculated by dividing the total forgone revenues for each region by the average
length of the agreements in years for each region. The City of Corpus Christi and Nueces County have an
annual share of forgone revenue of 4% and 5% respectively when comparing their total budgets, while
the annual forgone losses of San Patricio County reflect a share of 152% of the county budget, roughly
1.5 times the total expenditure of the county.
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Table 14: Forgone Losses Compared to City and County Budgets

Forgone Total Budget Share of Annualized Share of
EELIE Forgone Foregone Revenue
Revenue
City of Corpus Christi | $95,292,195 $264,191,785 36% 5%
Nueces County $56,980,358 $247,732,017 23% 5%
San Patricio County $581,435,010 $42,613,712 1364% 171%
Note:

Total Budget figures for Corpus Christi are collected from the revenues of the general fund from
the 2020/21 operating budget on page 115.

(https://www.cctexas.com/sit fault/files/FY20-21-Adopt -B .
Nueces County figures are taken from the 2020/20 Adopted Budget in Brief on page 2.
(https://www.nuecesco.com/home/showpublisheddocument/27702/637425255817730000)
San Patricio County figures are retrieved from the revenues of the general fund of the Adopted
2022 budget on page 5.

Key Findings

e Total forgone tax revenues amount to roughly $2.47 billion

® Average cost per job within the industry amounts to $959,215 dollars

e Cheniere experiences the largest tax break among corporations with $1.2 billion and 50% of the
share in total tax revenues forgone

e Chapter 313 agreements contribute to the largest forgone revenue among agreement types with
$1.7 billion and a share of 70% of total tax revenues forgone

e The forgone revenues for Corpus Christi, Nueces County and San Patricio County, consist of 5%, 5%,

and 171% of their respective annual budgets

Applications To Potential Public Service Revenues

In this section the value of forgone revenues to the Counties of San Patricio and Nueces are applied to
their respective budget splits to provide further insights on the value of public services forgone due to
the forgone revenues from the Chapter 312 abatements. The shares of each public service were
determined from each budget and applied to the forgone revenues to provide a rough estimate of the
value of public services that are potentially forgone from the county and its residents.

Tables 15, 16, and 17 show an approximation of the potential public services forgone for each county
based on the forgone revenues to each county and the budget splits. Nueces County and the City of
Corpus Christi’s share of services were retrieved from their 2020/2021 adopted budget. San Patricio
County’s share was calculated from their 2022 adopted budget. The county forgone revenues were then
multiplied by the shares to determine the potential value of services forgone.
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When observing the impact on public services, Public Safety and Law Enforcement, Administration and
Justice, and the General government seem to be major contributors to the county budget. Social
Services and Health and Welfare seem to be lower on the list. However, a case can be made that the
services with higher shares are prioritized to be fully funded with current revenues such that additional
revenues would be allocated more towards services with less of a share that are not necessarily fully
funded. Regardless, what can be clearly seen is that millions of dollars are at stake regarding public
services that otherwise would have had a lot more funding, which would greatly affect the communities

in Nueces and San Patricio County.

Table 15: Nueces County Potential Forgone Public Services By Budget Split

Budget Item

Share Of Budget

Potential Forgone Service
Revenues

Law Enforcement and Corrections 39.2% $22,358,315
General Government 15.1% $8,614,370
Administration and Justice 11.1% $6,319,428
Self-Insurance 6.5% $3,691,507
Debt Service 5.9% $3,359,598
Other Uses 4.9% $2,800,464
Buildings and Facilities 4.3% $2,451,379
Roads, Bridges, and Transportation 4.2% $2,395,938
Parks and Recreation 3.3% $1,899,083
Health Safety and Sanitation 3.3% $1,881,897
Social Services 1.5% $834,138
Agriculture, Education and Consumer

Services 0.4% $239,104
Capital Outlay 0.3% $154,779
Total 100% $57,000,000
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Table 16: San Patricio County Potential Forgone Public Services By Budget Split

Budget Item Share Of Budget Potential Forgone Service Revenues
Public Safety 29.8% $172,973,800
Operating transfers 22.2% $128,687,185
General Administration 11.2% $64,776,683
Judicial 9.4% $54,680,849
Financial Administration 6.7% $38,971,250
Economic Development 5.5% $31,941,098
Public Facilities 4.0% $23,483,755
Culture and Recreation 3.3% $18,923,537
Legal 2.9% $16,570,330
Health & Welfare 2.4% $13,925,275
Elections 1.1% $6,634,888
Conservation 0.8% $4,437,459
Debt Service 0.5% $2,623,616
Environmental Protection 0.2% $1,370,275
Total 100% $580,000,000

Table 17: City of Corpus Christi Potential Forgone Public Services By Budget Split

Budget Item Share Of Budget Potential Forgone Service Revenues

Police 27.1% $25,745,000
Fire 251% $23,845,000
Non-operating Expenses 15.9% $15,105,000
Solid Waste 10.6% $10,070,000
Parks & Recreation 7.1% $6,745,000
General Government 6.8% $6,460,000
Library 1.8% $1,710,000
Health 1.3% $1,235,000
Animal Control 1.2% $1,140,000
Code Enforcement 0.8% $760,000

Community Development 0.3% $285,000

Total 100% $95,000,000
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6. Current Scope and Considerations of Future Work

The focus of this study is to assess the forgone revenue experienced by the residents of San Patricio and
Nueces County and the State of Texas through engaging in three tax incentive agreements: The Texas
Chapter 313 Limitation agreement, the Texas Chapter 312 Abatement Agreement and Industrial District
Agreements. These figures have been combined with the jobs promised, within the agreements, to
provide figures of total cost per job. These results have been presented from 3 perspectives: by
corporation, by agreement type and by regions affected.

Further applications have also been included such as comparing the revenue losses of the counties and
the City of Corpus Christi to reflect its share of their respective budgets. The losses were also applied to
the proportion of services that compose each budget to determine an estimate of public services that
are potentially lost, due to forgone revenues.

While this report conducted a thorough assessment of the forgone revenues and their applications,
there are further considerations that can be addressed in future work. The first consideration is the
impact of jobs promised by the agreements. This study does not explore the impacts of actual jobs
contributed. This is due to the availability of information and the fact that the majority of the years in the
agreement period go well into the future upon which actual jobs cannot be verified. There are cases
where corporations do not produce the number of jobs promised after entering the agreement. With the
case of TPCO 400 jobs were promised when in reality to date about 32 jobs are currently verified. Thus,
the possibility of other corporations failing to meet their obligations are also likely. Lastly, this study does
not include all subsidies or tax incentive agreements that these corporations may receive including the
state pollution control technology tax exemption from the State of Texas. Further work in this area would
involve a reassessment of the actual jobs provided upon the completion of each agreement and an
analysis with an exhaustive list of tax incentive agreements in mind.
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Disclaimer

Disclaimer: This Report has been prepared by Autocase™ - the information, statements, statistics and
commentary (together the ‘Information’) contained in this Report have been prepared by Autocase™
from publicly available material, discussions with industry experts and stakeholders, and from material
provided by Maritimatix™. Autocase™ has relied upon the accuracy, currency and completeness of the
Information sourced in the public domain and takes no responsibility for the accuracy, currency,
reliability or correctness of the Information and acknowledges that changes in circumstances after the
time of publication may impact the accuracy of the Information. The Information may change without
notice and Autocase™ is not in any way liable for the accuracy of any information used or relied upon by
a third party. Furthermore Autocase™ has not independently validated or verified the Information
sourced or provided to it for the purpose of the Report. Accordingly, while the statements made in this
report are given in good faith, Autocase™ accepts no responsibility for any errors in the information
sourced or provided by other parties nor the effect of any such errors on our analysis, suggestions or
report. Autocase™ has provided this advice solely for the benefit of the Coastal Alliance to Protect Our
Environment and disclaims all liability and responsibility to any other parties for any loss, damage, cost
or expense incurred or arising out of any person using or relying upon the information.
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