Travis County Commissioners Court
Voting Session Agenda Request
Meeting Date: June 23, 2020
Agenda Language:
Consider and take appropriate action on:
(a) staff presentation and recommendation on the Colorado River Project, LLC (sole
owner Tesla, Inc.) application for an economic development performance agreement
under Travis County Code Chapter 28
(b) company presentation on the proposed project, and
(c) public comment on the proposed project and staff recommendation
Note 1 Gov’t Code Ann 551.071, Consultation with Attorney
Note 5 Gov’t Code Ann 551.087, Economic Development Negotiations
Prepared By/Phone Number: Diana A. Ramirez/512.854.9694
Elected/Appointed Official or Department Head: Jessica Rio, County Executive PBO
Commissioners Court Sponsor(s): County Judge Sam Biscoe
Press Inquiries: Hector Nieto, PIO@traviscountytx.gov or (512) 854-8740
Background/Summary of Request and Attachments:
Colorado River Project, LLC, submitted an application seeking an economic
development agreement with Travis County. The application was signed by an
authorized representative of the company and was notarized. In addition, the company
paid the $150,000 application fee.
Travis County hired Jon Hockenyos, with TXP, Inc. to conduct the appropriate economic
and tax revenue impact analyses, review the company’s standing in its industry and
competitive advantages, and a Benefit/Cost analysis to Travis County.
Staff Recommendations:
This item does not require action this week. This item consists of presentations by
county staff and company representatives and solicits public input.
Issues and Opportunities:
Please see the attached powerpoint presentation.
Fiscal Impact and Source of Funding:
Approval of this performance agreement at a subsequent Commissioners Court meeting
will provide a net benefit to Travis County.
Required Authorizations:
Jessica Rio, County Executive, PBO
Barbara Wilson, County Attorney’s Office
AGENDA REQUEST & BACKUP MATERIALS DEADLINE: Agenda requests and backup materials
must be submitted in PDF format via email to agenda@traviscountytx.gov by 12 noon on Tuesday in
order to be considered for inclusion in the following week’s voting session.
Revised 17-12-05

TRAVIS COUNTY
ECONOMIC DEVELOPMENT
PERFORMANCE AGREEMENT
Proposed with Colorado River Project, LLC
Tesla, Inc., sole owner

THE PROJECT
Electric vehicle manufacturing plant
Initial construction – one or more product lines
Final buildout – 4-5 million square foot plant
$1 billion investment in new construction and business personal property
5,000 jobs
Approximately 65% unskilled labor
Living wage of $15/hour - construction and permanent labor force
Average annual salary $47,147
Full benefits
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Location: Precinct 1

Intersection of SH 130 & Harold Green Road

Yellow Arrow – SH 130
Blue Arrow – FM 973
Orange Arrow – Colorado River
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Company Review, Economic & Tax Revenue
Impacts, Benefit/Cost to Travis County
Travis County charged $150,000 application fee
Contract with TXP, Inc. to conduct economic impact and tax revenue
analysis, review of company, advise county.
Cover initial cost of county staff time to review, analyze and negotiate
agreement to recommend to Commissioners Court.
Jon Hockenyos, TXP, Inc. analysis attached to agenda back-up. High-level
summary of his findings follows.
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TESLA, INC.
Publicly owned company (TSLA – NASDAQ)
Shareholders include Elon Musk, investors worldwide, and employees
Products include: high- performance, fully electric vehicles
energy generation and storage systems
Current global employment: >48,000
Competitive Advantage: early adopter in electric and self-driving vehicles
existing and emerging intellectual property
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Economic Impact
Estimated Local Supply Chain and Consumer (induced) Activity resulting from Tesla
operations
■ 5,000 middle-skill jobs that fit a targeted economic development need
■ Over $600 million in annual sales activity
■ More than 4,000 new non-Tesla jobs due to secondary effects
■ Over $425 million in new annual wages above and beyond Tesla employee wages

Travis County Context
Unemployment rate skyrocketed from 2.2% in April 2019 to 12.4% in April 2020 (Not
seasonally adjusted, Federal Reserve Bank of St. Louis). When furloughs and reduced
hours considered, the “real” unemployment rate likely closer to 25%.
Nearly half of all Leisure and Hospitality jobs (over 135,000 jobs) in the Austin MSA were
lost from February 2020 to April 2020 (Preliminary figures, Bureau of Labor Statistics).
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Tesla could be a source of re-employment for many.

Property tax impact over 10 years
Real Property Investment
Business Personal Property Investment

$410,316,000
682,293,500

Total Estimated Investment

$1,092,609,500

Total Estimated Taxable Value

$5,595,633,230

Total Estimated Property Tax to be Paid to County

$21,657,793

Total Estimated O&M Property Tax Rebate to Company (80%)

$14,650,540

Total Estimated O&M Property Tax to County (20%)
Total Estimated I&S Property Tax to County
Total Estimated O&M+I&S Property Tax Net to County

$3,662,635
3,344,618
$7,007,253

Rebate based on FY 2020 Operations & Maintenance tax rate of 31.23¢ per $100 of taxable value
Assume same tax rate for the 10 year contract term
Company will pay property taxes due for debt issued by Travis County for roads, bridges, drainage, parks, hike
& bike trails, conservation easements, and other critical public infrastructure (>$3.3 million over 10 year term)
I&S = Interest & Sinking (Debt Service)
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BENEFIT/COST TO THE COUNTY
Benefits:

At least 5,000 jobs that fill a targeted need in the community
Additional jobs and economic activity that will flow from the ripple
effects of Tesla.
Possibility of relocation, expansions, and new firms arising from Tesla seeding
an advanced transportation & energy cluster
Over $7 million in new tax revenue from the Company over 10 years

Costs:

Approximately 1,285 new residents at an estimated net cost of public services
of approximately $1.2 million over the 10 years

Results in a substantial benefit to the community and a net fiscal benefit to the County
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Community Benefits
■ Company will invest a minimum of 10% rebate value in local programs
■ Company will partner with
– Workforce Solutions Capital Area and Austin Community College to create a workforce
pipeline for Travis County residents.
– Travis County Justice Planning to create a workforce pipeline for Travis County residents
exiting the criminal justice system.
– Travis County Corporations on affordable housing projects that serve the broader Travis
County community.
– Capital Metro to expand public transit to its site.
■ Company will comply with Travis County’s Contract Compliance Program and HUB Program
■ Company will use City of Austin reclaimed water (purple pipe) and renewable energy,
including solar panels, where possible
■ Company committed to STEM education programs, environmental justice programs
■ Company committed to equity and inclusion in all its programs
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Employee Benefits
■ Five Medical/Rx plans including three options with no payroll deduction
■ Dental and vision plans
■ Employer Paid Life Insurance / AD&D
■ Employer Paid Short- and Long-Term Disability Insurance Health Care and Dependent
Care Accounts
■ $130/Month Commuter Allowance
■ Paid Maternity/Paternity Leave after 1 Year of Employment: 16 Weeks/7 Weeks
■ Paid Time Off
– Non-Exempt Employees: 120 hours of paid time off per year, can accrue 240 hours
– Exempt Employees: Flexible Time Off, no formal limit, more than 2 consecutive
weeks requires director level approval
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HOW DOES A PERFORMANCE AGREEMENT
WORK?
Performance requirements are set via a legally enforceable contract.
The company obtains all required construction permits, builds the facility, hires
workers, and meets other performance requirements.
Company pays 100% of the ad valorem property taxes due to County annually.
County conducts compliance review using a third party hired by the County but
paid by the Company.
Company rebated allowable property tax paid upon independent verification of
compliance with the performance agreement.
Company pays County for staff time spent on contract compliance.
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Why is the County considering an agreement?
Tesla will make immediate and long-lasting impacts on the Central Texas economy
– In the near term, 5,000 direct jobs address the county/city goal to create
middle-skills jobs that don’t require substantial levels of higher education
– The pandemic heightened focus on this goal; many workers that fit this
profile may lose their existing jobs on a permanent basis
– Tesla will bring additional activity associated with suppliers to the facility
■ To the extent this activity stimulates added innovation and relocations (what
economists call “cluster development”) the impact can only grow
■ To secure these benefits (part of a competitive process nationwide) staff
recommends an investment that leaves sufficient net revenue to more than
cover the County’s incremental costs, leaving a direct net gain.
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Tesla Presenters
■ Rohan Patel, Senior Global Director, Public Policy and Business Development
■ Karen Steakley, Manager, Public Policy and Business Development
■ Valerie Capers Workman, Vice President of People
■ Chris Reilly, Senior Manager, Workforce Development and Education
Programs
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MISSION

Accelerate The World’s Transition to Sustainable Energy

© 2020 Tesla, Inc. Proprietary and Confidential

T E S L A . C O M

SUSTAINABLE ENERGY

Generation

Storage

© 2020 Tesla, Inc. Proprietary and Confidential

Transportation

T E S L A . C O M

GIGAFACTORY NEVADA

© 2020 Tesla, Inc. Proprietary and Confidential

T E S L A . C O M

MANUFACTURING DEVELOPMENT PROGRAM

Information Sessions

Gigafactory Visits

Signing Days

T E S L A . C O M

TESLA START

12-week curriculum

Tesla Instructors

Hands-on Experience

T E S L A . C O M

DEMO DAY 2019

T E S L A . C O M

HIRING OUR HEROES

© 2020 Tesla, Inc. Proprietary and Confidential

T E S L A . C O M

T E S L A . C O M

ANNUAL TRADITIONS

T E S L A . C O M

Tesla Project Context

June 23 2020

Tesla Travis County Project

6.23.2020

Company Overview
•

•
•

•

•

The firm designs, develops, manufactures, sells and leases high-performance fully
electric vehicles and energy generation and storage systems, and offer services
related to our products. It is the world’s first vertically integrated sustainable energy
company, offering end-to-end clean energy products, including generation, storage
and consumption.
The firm currently offers or is planning to introduce additional electric vehicles to
address a wide range of consumer and commercial vehicle markets.
In furtherance of the mission to accelerate the world’s transition to sustainable
energy, the firm has also developed an expertise in solar energy systems. It sells and
leases retrofit solar energy systems for residential and commercial customers, and
alternatively provide certain customers with access to its solar energy systems
through power purchase or subscription-based arrangements.
Finally, the firm leverages its technological expertise in batteries, energy
management, power electronics, and integrated systems from our vehicle
powertrain systems to develop and manufacture energy storage products that may
be used in homes, commercial facilities and on the utility grid to either replace or
complement existing grid systems.
Current global employment: just over 48,000.
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Tesla Travis County Project

6.23.2020

Company Market Position
•

•

•

•

The firm enjoys early-mover advantage in electric and self-driving
vehicles as well as offering a unique direct-to-consumer sales channel in
the automotive segment. Tesla’s competitive position is enhanced by its
perception as a market leader in technology and product innovation. In
addition, the automotive segment of the business facilitates the scaling
of the sustainable energy segment via vertical integration.
The automobile segment is highly competitive globally and is expected to
become more so going forward. While the firm is an early leader, virtually
every major automotive OEM is pursuing electric and self-driving
vehicles. The sustainable energy segment is also highly competitive, as
other major firms in the energy sector and traditional utilities seek to
retain and expand market share.
In addition to being a pioneer that is vertically-integrated, Tesla sees its
existing and emerging intellectual property as a key competitive
advantage.
Fundamental challenge: Transition from a firm focused on early-adopters
to a firm whose offering appear to a broader market.
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Tesla Travis County Project

6.23.2020

Company Financials: Consolidated Operations ($Millions)
Calendar Year-End
Revenues
Automotive sales
Automotive leasing
Energy generation and storage
Services and other
Total revenues
Cost of revenues
Automotive sales
Automotive leasing
Energy generation and storage
Services and other
Total cost of revenues
Gross profit
Operating expenses
Research and development
Selling, general and administrative
Restructuring and other
Total operating expenses
Loss from operations
Interest income
Interest expense
Other income (expense), net
Loss before income taxes
Provision for income taxes
Net loss

2019
$19,952
$869
$1,531
$2,226
$24,578

2018
$17,632
$883
$1,555
$1,391
$21,461

2017
$8,535
$1,107
$1,116
$1,001
$11,759

$15,939
$459
$1,341
$2,770
$20,509
$4,069

$13,686
$488
$1,365
$1,880
$17,419
$4,042

$6,725
$708
$874
$1,229
$9,536
$2,223

$1,343
$2,646
$149
$4,138

$1,460
$2,835
$135
$4,430

$1,378
$2,477
—
$3,855

-$69

-$388

-$1,632

$44
-$685
$45
-$665

$24
-$663
$22
-$1,005

$19
-$471
-$125
-$2,209

$110

$58

$32

-$775

-$1,063

-$2,241
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Tesla Travis County Project
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Wall Street’s View of the Firm
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Tesla Travis County Project

6.23.2020

Wall Street’s View of the Firm
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Tesla Travis County Project

6.23.2020

Central Texas Role in Tesla’s Future?
•

How does this Project fit into the Firm’s Strategic Outlook?

Global trends, not the least of which is the current pandemic, have put focus
toward on-shoring production activity. This also fits well with the strategic
vision for economic development in Central Texas, as middle-skill jobs that
pay solid wages without requiring extensive higher-education are a priority
and a goal. The Tesla Project fits well in both regards.
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Tesla Travis County Project

6.23.2020

Travis County Project Planned Investment
•

What is the planned taxable capital investment associated with the
project?
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Tesla Travis County Project

6.23.2020

Travis County Projected Tesla Labor Force Profile
•

The Project ultimately will employ approximately 5,000 permanent
employees at an average annual salary of $47,147 ($2020). An extensive
benefits package is also offered, including:
•
•
•
•
•
•
•
•

Five Medical/Rx plan options, Dental and Vision plans, Employer Contribution to eligible Health Savings Account (HSA
Employer Paid Life Insurance/AD&D
Employer Paid Short- & Long- Term Disability Insurance Health Care and Dependent Care Accounts
Paid Time Off for Planned and Unplanned Time Away
Paid Maternity & Paternity Leave
Additional Employee Support Programs (Counseling, Tobacco cessation, Work-Life Balance, etc.),
Behavioral Health Counseling
Employee Stock Purchase Plan (ESPP) – purchase stock at a 15% discount, 401k Retirement Plan, Student Loan Refinancing
Year

1 (2020)
2 (2021)
3 (2022)
4 (2023)
5 (2024)
6 (2025)
7 (2026)
8 (2027)
9 (2028)
10 (2029)

Number of Jobs
for Unskilled
Labor
1,367
2,267
3,239
3,239
3,239
3,239
3,239
3,239
3,239

Number of Jobs
for Skilled Labor

0
582
1,019
1,456
1,456
1,456
1,456
1,456
1,456
1,456

Number of Jobs
for Management

0
50
214
306
306
306
306
306
306
306

Total Jobs
(cumulative)

0
1,999
3,500
5,001
5,001
5,001
5,001
5,001
5,001
5,001
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Tesla Travis County Project

6.23.2020

Potential Travis County Economic Impact
•

What is the economic impact of the Project?

Source: IHS Markit

•

While Tesla will employ a comparable number of people in Central Texas, the wage
bill will be slightly less than half that in Alameda County. This in turn reduces the
secondary impacts associated with employee spending. Supply chain activity likely
will evolve over time, while cluster activity could emerge. In sum: near-term total
impact likely to be about 40% of Alameda; could approach 65-75% over time
(independent of new cluster activity).
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Tesla Travis County Project

6.23.2020

Incentives: Key Questions
•
•

•
•

•
•
•

Will the project truly add to the existing base of economic activity in the
jurisdiction? Would this project happen absent the provision of incentives?
How much economic activity will accrue to the area providing the
incentives (as well as other communities in the region) as a result of the
project? What is the total present value of the incentive package?
Will the benefits accrue to past the immediate recipient? Over what time
period? What will the community receive?
How much will it cost the jurisdiction to adequately service (e.g., utilities,
public safety, etc.) the project during its construction and operational
phases? What will be the environmental impact?
What return can government expect in terms of tax revenues from the
project?
Is the project consistent with strategic goals for overall development? With
community values?
Does the project address an area of targeted concern?
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Tesla Travis County Project

6.23.2020

Are Incentives Necessary?
•

From Tesla’s Application

•

Key points
• High level of R&D spending relative to more mature automotive
technology – all other things being equal, implies lower profit
margins;
• Rate of return ultimately determines ability to attract and retain
capital – incentives effectively increase ROI;
• Texas has an attractive overall business climate, but capital-intensive
industry at a disadvantage, since tax code tilted toward taxing
transactions and property, rather than income.
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Tesla Travis County Project

6.23.2020

How Much Incentive?
EVALUATION CRITERIA
Overall Economic and Fiscal Impact
Relative to its industry, what is the absolute size of the net benefit as measured by:
capital investment, jobs and income, level of desirable public benefits, and net fiscal
impact to the City?
Linkages to the Local Economy
Is the firm a headquarters operation? Does it represent the "headquarters" of a new
product line or service for the firm? Does it complement the existing corporate
structure of the community?
Is the firm growing? Is the firm in a growing industry? How stable is the firm?
Will the project be at an identified strategic site or involve rehabilitation/upgrade of
existing facilities
Does the project have the potential to either seed a new cluster or bring additional
firms to the City?
Infrastructure Impact
Will the firm make a disproportionate demand on the community's infrastructure?
Character of Jobs/Labor Force Practices

Community Benefits

What share of new hires are expected to be from the local community?
What is the average wage paid? How does it compare to the local or national industry
average?
Does the firm actively promote diversity and inclusion in hiring and promotion?

Small
0

AVAILABLE POINTS
Medium
20

Large
35

Poor
0

Acceptable
15

Excellent
30

Disproportionate
0

Proportionate
5

Low Impact
10

Unacceptable
0

Acceptable
5

Excellent
15

Unacceptable
Acceptable
Excellent
0
5
10
Does the firm have a history of active local philanthropy? Will the firm commit to active participation in community organizations?
Does the firm actively encourage employee volunteer/charitable efforts?
Threshold for Extraordinary Economic Impact (only one required)
Yes
No
* State economic development funds are available for the firm.
* The firm will create more than $250 million of new incremental taxable value.
TOTAL POSSIBLE POINTS
TOTAL SCORE

100
80
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Tesla Travis County Project
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How Much Incentive?
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Tesla Travis County Project
10-Year Revenue to the County

6.23.2020

At Requested Incentive Level

2020
2021
2022
2023
2024
2025
2026
2027
2028
2029

Real Property
Taxable
Business
Taxable
Investment Real Property Personal Property Personal Property
$67,117,000
$38,703,000
$33,747,000
$16,873,500
$343,199,000 $318,461,000
$113,184,500
$126,277,250
$0 $318,461,000
$177,983,000
$269,300,000
$0 $318,461,000
$201,730,000
$417,325,500
$0 $318,461,000
$155,649,000
$505,448,105
$0 $318,461,000
$0
$441,760,745
$0 $318,461,000
$0
$378,202,245
$0 $318,461,000
$0
$317,402,915
$0 $318,461,000
$0
$265,617,755
$0 $318,461,000
$0
$221,603,915

2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
TOTAL

Total M&O
Property Tax
Paid Rate
$173,545
$1,388,753
$1,835,360
$2,297,589
$2,572,763
$2,373,891
$2,175,422
$1,985,568
$1,823,862
$1,686,423
$18,313,176

Total Ad
Valorem Taxbase
$55,576,500
$444,738,250
$587,761,000
$735,786,500
$823,909,105
$760,221,745
$696,663,245
$635,863,915
$584,078,755
$540,064,915

80% M&O Property Tax I&S Property Tax to Total Property Tax
Rebate
Remaining with
Travis County
to Travis County
Travis County
$138,836
$34,709
$31,695
$66,404
$1,111,002
$277,751
$253,634
$531,385
$1,468,288
$367,072
$335,200
$702,272
$1,838,071
$459,518
$419,619
$879,137
$2,058,211
$514,553
$469,875
$984,428
$1,899,113
$474,778
$433,554
$908,333
$1,740,337
$435,084
$397,307
$832,391
$1,588,454
$397,114
$362,633
$759,747
$1,459,089
$364,772
$333,100
$697,872
$1,349,138
$337,285
$307,999
$645,284
$14,650,540
$3,662,635
$3,344,618
$7,007,253
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Tesla Travis County Project

6.23.2020

Costs to the County
Direct Costs
• The information provided on the application for incentives suggests that direct costs
will largely be borne by the firm, though that is subject to refinement/verification.
Indirect Costs
• The economic impact study from California, compliance reports from Nevada, and
the application materials were reviewed in order to estimate the share of workers at
the firm who will be new Travis County residents. Part of the appeal of the Travis
County site is access to existing labor force; meanwhile, some workers may choose
to live in surrounding counties and commute to work. Based on the above, an
estimate of 10%, or 500 workers, are assumed to be new Travis County residents.
This translates into 1,285 new residents, based on a reported 2014-2018 average
household size of 2.57.
• The most recent (2019) population estimate for Travis County is 1,273,954, while the
County’s general fund budget for 2019 was $882,620,494, or $693/per capita.
Previous work by TXP on average v. marginal cost analysis for incentives suggests
50% of the per capita figure ($346.50) is appropriate as a measure of the incremental
annual cost of a new resident.
• With 1,285 estimated new residents, this means the incremental indirect annual cost
to Travis County is just over $445,253.
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Tesla Travis County Project

6.23.2020

Costs to the County (continued)
Indirect Costs
• The average wage at the firm is given at $47,147, a figure that
presumably will grow over time. This figure is multiplied by 1.5 to
get an estimated average household income of $70,721. Based on
the traditional housing ratio of 36% of before-tax income, this would
support an average housing value of $196,446.
• At the current county total rate of $.369293/$100 of assessed
valuation (and assuming the housing value above was equivalent to
the taxable value), then the average county tax bill per new
household would be $725.46, yielding $362,730 in new annual tax
revenue.
• In combination with the net gain to the County directly from Tesla
after the requested incentive, this more than makes up for the
incremental cost of service associated with new households in Travis
County due to the project.
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6.23.2020

Summary
•

•

•

•

•

The firm is a market leader in modern transportation and energy systems, with
early-mover advantage in terms of intellectual property, scale, and integration
between its product lines. Analysts expect profitability in the near-future.
Global trends suggest increasing demand for the firm’s products consistent with
a move toward production on-shoring. This also fits well with the strategic vision
for economic development in Central Texas, as middle-skill jobs that pay solid
wages without requiring extensive higher-education are a priority and a goal.
There is a highly competitive global environment for projects of this scale and
scope that typically requires incentives from state and local governments to
secure relocation. There is credible indication of a strong offer from the main
competitive site.
The project meets the standards of receiving state and local investment at a
substantial level. Strategically, it could be the catalyst to addressing the major
local economic development goal of creating middle-skill jobs, as well as seeding
an ecosystem of related suppliers and activity.
The County should more than cover its incremental operating costs at the
proposed incentive level.
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