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DEVELOPMENT CORPORATION

Effective March 16, 2020, Governor Greg Abbott authorized the temporary suspension of certain statutory
provisions of the Texas Open Meetings Act. This meeting of the Midland Development Corporation is being held
pursuant to such authorization and will limit face-to-face interactions for the purpose of slowing the spread of the
coronavirus (COVID-19).

MIDLAND DEVELOPMENT CORPORATION AS AUTHORIZED BY CHAPTER 504 OF THE TEXAS
LOCAL GOVERNMENT CODE

NOTICE OF PUBLIC MEETING

In accordance with Chapter 551, Texas Government Code, as amended, notice is hereby given to the public
that the Board of Directors of the Midland Development Corporation will meet in regular session, open to
the public, in the Midland Development Corporation conference room, 200 North Loraine Street, Suite
610, Midland, Texas, at 10:00 a.m. on July 13, 2020.

Videoconference Information

Join Zoom Meeting
https://us02web.zoom.us/j/89252554734?pwd=a2wwVXQvZ3dSaGg372NJeXBxU1BwQT09

Meeting ID: 892 5255 4734
Password: 859780

iPhone one-tap mobile
+13462487799,,89252554734#,,,,0#,,859780# US
+12532158782,,89252554734#,,,,0#,,859780# US

Telephone — dial any of the following:
+1 346 248 7799
+1 253 215 8782
+1 6699009128
+1 301 715 8592
+1 312 626 6799
+1 646 558 8656
Meeting ID: 892 5255 4734
Password: 859780
Find your local number: https://us02web.zoom.us/u/kb39g9USAP

At such meeting, the Board of Directors will consider the following:
1. Call meeting to order.

2. Consider a motion approving the minutes of the June 1, 2020, meeting of the Midland Development
Corporation.

200 North Loraine Street Suite 610 | Midland, TX 79701
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3. Consider a resolution approving the budget for the Midland Development Corporation’s 2020-2021
Fiscal Year.

4. Consider a resolution authorizing the execution of an amendment to that certain economic
development agreement between the Midland Development Corporation and Susie’s South Forty
Confections, Inc.

5. Receive and discuss the June 2020 monthly expenses from the Midland Development Corporation.

6. Receive and discuss the monthly economic development activity report from the Midland
Development Corporation staff.

Posted this 10" day of July 2020.

Amy M. Turner
City Secretary
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June 1st Minutes



MIDLAND DEVELOPMENT CORPORATION
MINUTES
June 1, 2020

The Board of Directors of the Midland Development Corporation convened in regular
session at the Midland City Hall Council Chambers, 300 North Loraine Street, Midland,
Texas, at 10:00 a.m. on June 01, 2020.

Board Members present: Chairman Wesley Bownds, Director Stephen Lowery,

Director Berry Simpson, Director Jill Pennington, Director
Elaine Bedell and Director P. Lourcey Sams.

Board Members absent: Director Chase Gardaphe

Staff Members present: Assistant City Manager Morris Williams, Assistant City

Attorney Nicholas Toulet-Crump, Interim Finance
Director Jennifer Fung, Finance Director Mark Mason,
and City Secretary Amy Turner

Council Member(s) present: Council Member Lori Blong, and Council Member

Michael Trost

MDC Staff Members present:  Executive Director John Trischitti, Director of Operations

1.

Sara Harris, Director of Project Development Gary Law,
Director of Business Development Timothy Danielson,
Marketing Coordinator Kori Wooten, and Administrative
Assistant Blair Flanagan

Call meeting to order.
Chairman Bownds called the meeting to order at 10:00 a.m.

Consider a motion approving the minutes of the May 4, 2020, meeting of the Midland
Development Corporation.

Director Sams moved to approve the minutes of the May 4, 2020 meeting of the
Midland Development Corporation; seconded by Director Pennington. The motion
carried by the following vote: AYE: Bownds, Lowery, Simpson, Pennington, Bedell
and Sams. NAY: None. ABSTAIN: None. ABSENT: Gardaphe.

Consider a resolution authorizing signatories on Midland Development Corporation
bank accounts.

Director Pennington moved to approve Resolution ED-350 authorizing signatories on
Midland Development Corporation bank accounts; seconded by Director Simpson.
The motion carried by the following vote: AYE: Bownds, Lowery, Simpson,
Pennington, Bedell and Sams. NAY: None. ABSTAIN: None. ABSENT: Gardaphe.



. Consider a resolution amending the personnel policies of the Midland Development
Corporation.

Director Lowery moved to approve Resolution ED-351 amending the personnel
policies of the Midland Development Corporation; seconded by Director Bedell. The
motion carried by the following vote: AYE: Bownds, Lowery, Simpson, Pennington,
Bedell and Sams. NAY: None. ABSTAIN: None. ABSENT: Gardaphe.

. Consider a resolution authorizing the execution of a consultant services agreement
with InterFlight Global Corporation in an amount not to exceed $94,590.00 for services
related to the procurement of new tenants for facilities located at the Spaceport
Business Park.

Director Simpson moved to approve Resolution ED-352 authorizing the execution of
a consultant services agreement with InterFlight Global Corporation in an amount not
to exceed $94,590.00 for services related to the procurement of new tenants for
facilities located at the Spaceport Business Park; seconded by Director Pennington.
The motion carried by the following vote: AYE: Bownds, Lowery, Simpson,
Pennington, Bedell and Sams. NAY: None. ABSTAIN: None. ABSENT: Gardaphe.

. Consider a resolution authorizing the execution of a third amendment to that certain
Commercial Hangar Lease Agreement with the City of Midland regarding certain real
property located at Midland International Air & Space Port and described as Lots 1B
and 8, Block 13, Midland International Airport Industrial Park, City and County of
Midland, Texas.

Director Bedell moved to approve Resolution ED-353 authorizing the execution of a
third amendment to that certain Commercial Hangar Lease Agreement with the City of
Midland regarding certain real property located at Midland International Air & Space
Port and described as Lots 1B and 8, Block 13, Midland International Airport Industrial
Park, City and County of Midland, Texas; seconded by Director Simpson. The motion
carried by the following vote: AYE: Bownds, Lowery, Simpson, Pennington, Bedell
and Sams. NAY: None. ABSTAIN: None. ABSENT: Gardaphe.

. Consider a resolution authorizing an amendment to that certain Sublease Agreement
between the Midland Development Corporation and AST & Science, LLC.

Director Pennington moved to approve Resolution ED-354 authorizing an amendment
to that certain Sublease Agreement between the Midland Development Corporation
and AST & Science, LLC; seconded by Director Simpson. The motion carried by the
following vote: AYE: Bownds, Lowery, Simpson, Pennington, Bedell and Sams. NAY:
None. ABSTAIN: None. ABSENT: Gardaphe.

. Consider a resolution authorizing the execution of a second amendment to that certain
Lease Agreement with the City of Midland regarding certain real property located at
Midland International Air & Space Port and described as Lot 7, Block 13, Midland
International Airport Industrial Park, City and County of Midland, Texas.

Director Bedell moved to approve Resolution ED-355 authorizing the execution of a
second amendment to that certain Lease Agreement with the City of Midland regarding
certain real property located at Midland International Air & Space Port and described
as Lot 7, Block 13, Midland International Airport Industrial Park, City and County of



Midland, Texas; seconded by Director Lowery. The motion carried by the following
vote: AYE: Bownds, Lowery, Simpson, Pennington, Bedell and Sams. NAY: None.
ABSTAIN: None. ABSENT: Gardaphe.

Consider a resolution authorizing an amendment to that certain Sublease Agreement
between the Midland Development Corporation and Kepler Aerospace, LTD.

Director Simpson moved to approve Resolution ED-356 authorizing an amendment to
that certain Sublease Agreement between the Midland Development Corporation and
Kepler Aerospace, LTD; seconded by Director Pennington. The motion carried by the
following vote: AYE: Bownds, Lowery, Simpson, Pennington, Bedell and Sams. NAY:
None. ABSTAIN: None. ABSENT: Gardaphe.

10.Discuss and consider a presentation from Midland Development Corporation staff

11.

regarding the proposed Midland Development Corporation Small Business Assistance
Program.

Director of Operations Sara Harris stated that similar small business programs were
being implemented by development corporations across the state of Texas.

Executive Director John Trischitti stated that Mayor Payton’s desire was to do
something to assist small businesses, and there were dollars in the promotions fund
that could be used. He explained that Sara Harris had a plan in place and that Second
Vice Chair Lowery helped work out parameters to help small business during trying
items. Businesses would have to meet requirements to keep funding. Reviewed
eligibility requirements would include businesses located in the City limits, and
headquartered in Midland or franchise wholly owned here. Executive Director Trischitti
stated they were really trying to help our true small local businesses. Discussion
ensured regarding the application process and requirements.

Director Lowery stated he had spoken with a local bank to see how they would feel
about administering. If the MDC put up their own money it would be purely
administrative, and the bank should be local and large enough to handle and ensure
as many people know as possible.

Consider a resolution authorizing the adoption of the Midland Development
Corporation Small Business Assistance Program; authorizing the Chairman and the
Executive Director to take all action necessary for the implementation of the Program;
and authorizing the Executive Director to execute all associated documents and
agreements.

Director Lowery moved to approve Resolution ED-357 authorizing the adoption of the
Midland Development Corporation Small Business Assistance Program; authorizing
the Chairman and the Executive Director to take all action necessary for the
implementation of the Program; and authorizing the Executive Director to execute all
associated documents and agreements; seconded by Director Simpson. The motion
carried by the following vote: AYE: Bownds, Lowery, Simpson, Pennington, Bedell
and Sams. NAY: None. ABSTAIN: None. ABSENT: Gardaphe.

Ms. Pennington stated she would like a report of the final details.



12.Receive and discuss a presentation regarding ongoing infrastructure partnerships
between the City of Midland and the Midland Development Corporation.

Mr. Law gave an update on project updates and the procedures for new board
members.

Mr. Law presented a slide show of the moving pieces and infrastructure of the City and
time frames of projects and stated a lot had changed with the COVID-19 pandemic
and the downturn in the price of oil.

He spoke on the limitations the City staff has and how the MDC helps with bringing in
quicker answers. They are doing work to give the City Engineer the capacity so that
when money becomes available the plans are there.

Director of Engineering Jose Ortiz stated that by having these conversations in
advance and being proactive, they have been able to get projects done sooner.
Having shelf ready plans helps collaboration between the City, County, TXDOT, and
developers.

13.Receive and discuss the May 2020 monthly expenses from the Midland Development
Corporation.

Sara Harris stated expenditures were down because of no staff travel and curtailed
marketing due to the COVID-19 pandemic.

14.Receive and discuss the monthly economic development activity report from the
Midland Development Corporation staff.

Gary Law stated the Spaceport Business Park was in the maintenance period, since
the landscaping project had been completed. He added that the Avalon Drive
extension plans were about 30% complete.

Sara Harris stated that the unemployment rate in the Midland MSA has reached a
record high.

The Board excused observers at 11:25 a.m. and recessed into executive session.

EXECUTIVE SESSION

15.Pursuant to Texas Government Code §551.101, the Board of Directors will hold an
executive session that is closed to the public to discuss the following matters as
permitted under the following Texas Government Code Sections:

a. Section 551.087 Deliberation Regarding Economic Development Negotiations

i. Discuss business prospects that the Midland Development Corporation
seeks to have, locate, stay, or expand in or near the City of Midland,
Texas, and discuss possible incentives, and discuss contract compliance
on the part of businesses.

The Board reconvened into regular session at 11:54 a.m.



All the business at hand having been completed, Chairman Bownds adjourned the
meeting at 11:54 a.m.

Respectfully submitted,

SueAnn Reyes, Deputy City Secretary

PASSED AND APPROVED the 13" Day of July 2020.

Berry Simpson, Secretary



Fiscal Year 2021
Budget



RESOLUTION NO.
RESOLUTION APPROVING THE BUDGET FOR THE
MIDLAND DEVELOPMENT CORPORATION’S 2020-
2021 FISCAL YEAR
WHEREAS, the Midland Development Corporation has prepared a budget for the
Fiscal Year 2020-2021; and
WHEREAS, the Board of Directors finds it to be in the public interest to approve said
budget for the Fiscal Year 2020-2021;
NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS
OF THE MIDLAND DEVELOPMENT CORPORATION:
THAT the Fiscal Year 2020-2021 Budget, which is attached hereto as Exhibit A and

incorporated herein for all purposes, 1s hereby approved.

Onmotion of Director , seconded by Director ,the

above and foregoing resolution was adopted by the Board of Directors of the Midland

Development Corporation at aregular meeting on the dayof ,AD.,,

2020, by the following vote:

Directors voting “AYE™:

Directors voting “NAY””:

WESLEY BOWNDS,
Chairman of the Midland
Development Corporation

ATTEST:

BERRY SIMPSON,
Secretary of the Midland
Development Corporation



APPROVED ONLY AS TO FORM:

JOHN OHNEMILLER,
Attorney for the Midland
Development Corporation

S:\Resolutions\Administration\4A Development Corp\Board\2020\20-21 Bu(%et.wpd



MIDLAND DEVELOPMENT CORPORATION

Proposed Budget for October 1, 2020 through September 30, 2021

ACTUAL BUDGET BUDGET
2018-2019 2019-2020 2020-2021
REVENUE AND RECEIPTS
Sales Tax $ 15,078,495 $ 12,000,000 $ 9,000,000
Public Right-Of-Way Use Fees 11,341 0 0
Interest 59,590 0 0
Interest / Non-Pooled Investment 413,339 300,000 0
Misc. Rentals 990,627 0 0
Spaceport Fund Interfund 549,650 0 0
Reimbursement of Budget Expenses 4,064 0 0
Government Contributions 161,856 0 0
Sale of Land 720,112 0 0
TOTAL REVENUE AND RECEIPTS $ 17,989,074 12,300,000 $ 9,000,000
SUMMARY OF EXPENSES BY ORGANIZATION
50150. Nondepartmental $ 14,837,360 27,771,636 $ 22,656,815
TOTAL $ 14,837,360 27,771,636 $ 22,656,815
SUMMARY OF EXPENSES BY CLASSIFICATION
OPERATING EXPENSES
51000. Personnel Services $ 714,943 $ 1,310,750 $ 861,517
52000. Commodities 78,897 100,000 48,200
53000. Contractual Services 10,890,078 24,372,705 19,672,479
54000. Building Maintenance 55,5657 70,000 45,000
55000. Maintenance of Instruments & Apparatus 4,222 4,000 3,000
56000. Miscellaneous 2,055,341 1,867,181 626,619
57000 / 58000. Capital Purchases 1,038,322 47,000 1,400,000
TOTAL OPERATING EXPENSES $ 14,837,360 27,771,636 $ 22,656,815
GRAND TOTAL $ 14,837,360 27,771,636 $ 22,656,815

EXHIBIT A




MIDLAND DEVELOPMENT CORPORATION
Proposed Budget for October 1, 2020 through September 30, 2021

ACTUAL BUDGET BUDGET
2018-2019 2019-2020 2020-2021
OPERATING EXPENSES
51000 Personnel Services
51010. Base Salary $ 595,496 $ 1,025,000 $ 692,150
51090. FICA MDC Portion 36,386 80,000 56,756
51110. Hospital Insurance MDC Portion 40,962 80,000 55,460
51135. ACOC Profit Sharing 42,099 125,000 48,451
51140. Unemployment Insurance 0 750 8,700
TOTAL 51000 714,943 1,310,750 861,517
52000. Commodities
52010. Office Supplies 17,084 22,000 11,000
52110. Motor Vehicle Supplies 319 2,000 1,000
52115. Minor Furniture and Fixtures 5,171 15,000 500
52155. Minor Computer Hardware & Peripherals 9,892 10,000 5,000
52160. Computer Minor Software & Supplies 45,710 50,000 30,000
52620. Postage 721 1,000 700
TOTAL 52000 78,897 100,000 48,200
53000. Contractual Services
53010. Communications 13,277 20,000 17,000
53030. Light & Power 146 500 150
53110. Insurance - External 113,830 190,000 190,000
53212. Equipment Rental - External 4,586 7,800 5,000
53220. Marketing and Advertising 565,748 400,000 200,000
53370. Grounds Maintenance 10,198 40,000 5,000
53405. Software Maintenance 3,800 8,000 12,000
53440. External Audit Fees 14,000 25,000 20,000
53450. Consulting Fees 3,399,036 600,000 500,000
53510. Travel & Entertainment 23,527 35,000 15,000
53520. Dues and Subscriptions 16,832 27,000 20,000
53530. Training, Registration Fees 7,198 50,000 10,000
53905. Economic Development Incentives 6,589,871 22,805,405 18,553,329
53907. Business Recruitment & Retention 58,366 90,000 50,000
53920. Rent 69,663 74,000 75,000
TOTAL 53000 $ 10,890,078 $ 24,372,705 $ 19,672,479

EXHIBIT A




MIDLAND DEVELOPMENT CORPORATION
Proposed Budget for October 1, 2020 through September 30, 2021

ACTUAL BUDGET BUDGET
2018-2019 2019-2020 2020-2021
OPERATING EXPENSES
54000 Building Mantenance
54010. Building Maintenance $ 55,557 $ 70,000 $ 45,000
TOTAL 54000 55,557 70,000 45,000
55000 Maintenance of Equipment
55120. Maintenance of Instruments & App 4,222 4,000 3,000
TOTAL 55000 4,222 4,000 3,000
56000. Miscellaneous
56188. MOTRAN 95,000 142,500 137,000
56202. General Fund Services 452,643 422,681 390,619
56410. Payment of Principal 63,899 60,000 60,000
56420. Interest Expense 13,300 12,000 12,000
56995. Project Non Capital (Promotions) 1,430,499 1,230,000 27,000
TOTAL 56000 2,055,341 1,867,181 626,619
57000 / 58000. Capital Purchases
57001. Capital Buildings & Structures 0 0 0
57002. Capital Improvemnts Other Than Bldgs 0 0 1,400,000
57003. Capital Equipment 0 0 0
57004. Capital Vehicles 46,706 47,000 0
57070. Construction in Process 991,616 0 0
Total 7000 / 8000 1,038,322 47,000 1,400,000
GRAND TOTAL $ 14,837,360 $ 27,771,636 $ 22,656,815

EXHIBIT A




MIDLAND DEVELOPMENT CORPORATION
Summary of Revenues, Expenditures and Changes in Fund Balance

ACTUAL BUDGET BUDGET
2018-2019 2019-2020 2020-2021
Balance October 1, 2018 $ 34,524,067
Estimated Balance October 1 $ 37,675,781 $ 22,204,145
Revenues:
Sales Taxes 15,078,495 12,000,000 9,000,000
Public Right-Of-Way Use Fees 11,341 0 0
Interest / Non-Pooled Investment Income 472,929 300,000 0
Misc. Rentals 990,627 0 0
Spaceport Fund Interfund 549,650 0 0
Reimbursement of Budget Expenses 4,064 0 0
Government Contributions 161,856 0 0
Sale of Land 720,112 0 0
Total Revenues 17,989,074 12,300,000 9,000,000
Expenditures:
Personnel Services 714,943 1,310,750 861,517
Commodities 78,897 100,000 48,200
Contractual Services 10,890,078 24,372,705 19,672,479
Building Maintenance 55,557 70,000 45,000
Maintenance of Inst and App 4,222 4,000 3,000
Miscellaneous 2,055,341 1,867,181 626,619
Capital Purchases 1,038,322 47,000 1,400,000
Total Expenditures 14,837,360 27,771,636 22,656,815
Net Revenues (Expenditures) 3,151,714 (15,471,636) (13,656,815)
Estimated Balance October 1:
Restricted for ED Incentives 37,652,825 33,688,342 15,135,013
Restricted for Encumbrances 0 0 0
Restricted for Promotional Activities 3,325,459 2,840,396 1,813,396
Unappropriated Fund Balance (5,553,082) (9,490,832) (8,401,079)
Total Estimated Balance October 1 $ 37,675,781 $ 22,204,145 $ 8,547,330

EXHIBIT A




FY 2020 Budget

FY 2021 Budget

Personnel Services Decreasing 34% $1,310,750.00 $861,517.00
Why? Creating efficiencies in MDC's organizational structure
Commodities: Office supplies,
minor furniture, computer
hardware & software Decreasing 52% $100,000.00 $48,200.00
Decreased staff size and minimal new equipment needs in
?
ML this fiscal year
Rent, Light & Power Increasing 1% $74,500.00 $75,150.00
Why? Incremental annual increase in rent for MDC office space
Software Maintenance Increasing 50% $8,000.00 $12,000.00
Wh f? Implementation of ransomware protection and server
backup for MDC systems
Property & Liability Insurance  Unchanged $190,000.00 $190,000.00
Pays for professional liability, general liability, property
?
ML insurance for MDC's buildings and land, vehicle insurance,
directors and officers coverage for MDC's board members
External Audit Fees Decreasing 20% $25,000.00 $20,000.00
Why? Reflects decreasing costs for audit in the previous two fiscal
AAye years
Consulting Fees Decreasing 17% $600,000.00 $500,000.00
th? Pays for Spaceport consulting, economic indicators, and any
outside council needed for legal or HR issues
Travel & Entertainment, Dues &
Subscriptions, Training &
Registration Decreasing 60% $112,000.00 $45,000.00
Efficiencies in travel and trade show attendance; includes
th? professional development and continuing education for key
staff members
Economic Development
Incentives Decreasing 19% $22,805,405.77 $18,553,329.00
Why? Budgeted for commitments made in previous years




Economic Development
Promotion Decreasing 98% $1,230,000.00 $27,000.00

Why? Budgeted for commitments made in previous years

Marketing & Advertising,

Communications, Business

Recruitment & Retention,

Equipment Lease Decreasing 47% $517,800.00 $272,000.00

Tightened marketing budget; cost-effective business
recruitment & retention program

Why?

Building & Grounds

Maintenance Decreasing 54% $110,000.00 $50,000.00
Costs at Spaceport Business Park have been transferred to
Why? tenants; needs remain for common areas and for Western

United Life Building

Maintenance of Equipment Decreasing 25% $4,000.00 $3,000.00
Why? Decreased to reflect actual costs in FY 2020

MOTRAN Decreasing 4% $142,500.00 $137,000.00
Why? ]l(\(/l)?:’yR?(l)\lzzfunding request for FY 2021 is lower than that

General Fund Services Decreasing 8% $422,681.00 $390,619.00

Pays for City of Midland staff services used by MDC (Legal,

?
ML City Secretary, City Manager, Finance)
Payment of Interest & Principal Unchanged $72,000.00 $72,000.00
MDC's hangar lease from the City; this hangar is subleased
?
ML from the MDC by AST & Science
Capital Improvements Other
Than Buildings Increasing 100% $0.00 $1,400,000.00
Costs for abatement of Western United Life Building to be
Why? expensed in FY 2021
Vehicles Decreasing 100% $47,000.00 $0.00
Why? No vehicles planned to be purchased in FY 2021

Total Year-Over-Year
Budgeted Expenses Change $27,771,636.77 $22,656,815.00



Susie’s South Forty
Confections
Economic
Development
Agreement
Amendment



RESOLUTION NO.
RESOLUTION AUTHORIZING THE EXECUTION OF
AN AMENDMENT TO THAT CERTAIN ECONOMIC
DEVELOPMENT AGREEMENT BETWEEN THE
MIDLAND DEVELOPMENT CORPORATION AND
SUSIE’S SOUTH FORTY CONFECTIONS, INC.

WHEREAS, the Board of Directors finds it to be in the public interest to authorize
the execution of an amendment to that certain economic development agreement with Susie’s
South Forty Confections, Inc.;

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS
OF THE MIDLAND DEVELOPMENT CORPORATION:

SECTION ONE. That the Chairman is hereby authorized and directed to execute,
on behalf of the Midland Development Corporation, an amendment to that certain economic
development agreement with Susie’s South Forty Confections, Inc. Said amendment shall
be in a form substantially similar to that of Exhibit A, which is attached hereto and
incorporated herein for all purposes.

SECTION TWO. That said amendment shall not become effective until approved

by the City Council of the City of Midland, Texas.

On motion of Director , seconded by Director , the

above and foregoing resolution was adopted by the Board of Directors of the Midland

Development Corporation at aregular meeting on the dayof ,AD.,

2020, by the following vote:

Directors voting “AYE”:

Directors voting “NAY””:

WESLEY BOWNDS,
Chairman of the Midland
Development Corporation



ATTEST:

BERRY SIMPSON,
Secretary of the Midland
Development Corporation

APPROVED ONLY AS TO FORM:

JOHN OHNEMILLER,
Attorney for the Midland
Development Corporation

S:\Resolutions\Administration\4A Development Corp\Board\2020\1st Amenzment - Susies South Forty Confections.wpd



AMENDMENT TO THE ECONOMIC DEVELOPMENT AGREEMENT
BETWEEN THE MIDLAND DEVELOPMENT CORPORATION
AND SUSIE’S SOUTH FORTY CONFECTIONS, INC.

THIS AMENDMENT is made and effective , 2020, by and between the
Midland Development Corporation (“MDC”), a Type A corporation existing under the authority
of Chapter 504 of the Texas Local Government Code, and Susie’s South Forty Confections, Inc.
(“Company™).

WHEREAS, MDC and Company entered into that certain Economic Development
Agreement dated January 24, 2018 (the “Agreement”), which was approved by the Midland
Development Corporation Board of Directors and the Midland City Council; and

WHEREAS, the Agreement has been in full force and effect since its effective date and
has not been allowed to lapse; and

WHEREAS, Lessee and MDC desire to make certain amendments to the Agreement as set
forth below;

WITNESSETH:

For and in consideration of the execution of this Amendment and the mutual promises and
covenants of the parties hereto, it is mutually promised, understood and agreed as follows:

1) Section I.F of the Agreement is hereby amended to read in its entirety as follows:
Company anticipates maintaining Full-Time Jobs (as defined herein) at the
Property by January 31, 2022, resulting in a total Annual Payroll (as defined herein)
of not less than $620,000.00.

2) Section I1.H of the Agreement is hereby amended to read in its entirety as follows:
“Starting Payroll” means $590,000.00.

3) Acrticle IV of the Agreement is hereby amended to read in its entirety as follows:
A. Annual Payroll Prior as of January 31, 2020. By January 31, 2020, Company
shall certify to MDC, as described in Section X.B below, that a minimum of
$10,000.00 additional Annual Payroll has been made by Company, resulting in a
new total Annual Payroll of at least $600,000.00.

B. Annual Payroll as of January 31, 2021. By January 31, 2021, Company shall
certify to MDC, as described in Section X.B below, that a minimum of $20,000.00

additional Annual Payroll has been made by Company, resulting in a new total
Annual Payroll of at least $610,000.00.

Exhibit A



4)

C. Annual Payroll as of January 31, 2022. By January 31, 2022, Company shall
certify to MDC, as described in Section X.B below, that a minimum of $30,000.00
additional Annual Payroll has been made by Company, resulting in a new total
Annual Payroll of at least $620,000.00.

D. Personal Property Investment. By January 31, 2021, Company shall invest, or
cause to be invested, a minimum of $95,000.00 in new Personal Property in the
Business at the Property, and Company shall (i) maintain such minimum value of
new Personal Property at the Property through December 31, 2022, and (ii)
maintain said new Personal Property in good-working condition at the Business on
the Property. Said investment in Personal Property in the Business at the Property
facilities shall be evidenced by tax statements issued by the Midland Central
Appraisal District, which shall be provided to MDC on a yearly basis during the
term of this Agreement. Company shall provide paid invoices and certification that
the Personal Property has been paid for, in full, and the Personal Property has been
installed and is functioning properly.

E. Annual Compliance Certifications. Beginning in January 2019, and continuing
every year during the term of this Agreement, each year by January 31 Company shall
certify to MDC, as described in Section X.B below, the following:

1. The total Annual Payroll as of December 31 of the preceding year.

2. The total amount of Personal Property investment made at the Business on
the Property as of December 31 of the preceding year. Company shall describe
or list the Personal Property investment and provide certification as to the
purchase price or cost of such Personal Property until such time as $95,000.00
has been invested in Personal Property.

Pursuant to this Section, there will be a total of five (5) Annual Compliance Certifications
due, covering Full-Time Jobs created and maintained, and Personal Property expenditures
in years 2018 through 2023.

F. Security Agreement. Company shall execute the Security Agreement in a form
substantially similar to that of Exhibit B, attached hereto and incorporated herein for
all purposes (the "Security Agreement™). MDC shall have the right to file a UCC-1
Financing Statement in the state of Company's incorporation in order to perfect a lien
on the assets described in the Security Agreement. Company agrees that MDC may, in
an event of default by Company under the Agreement, as amended, execute against
Company's Personal Property pursuant to the terms of the Security Agreement.

Avrticle V of the Agreement is hereby amended to read in its entirety as follows:

On or before February 28, 2018, MDC agrees to provide to Company an interest-free
forgivable loan in the amount of $95,000.00 (the "Loan"). Company shall use the proceeds
of the Loan in order to comply with the obligations set forth in Section 1VV.C. The Loan
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5)

6)

7)

8)

9)

10)

shall be disbursed in a single lump sum subject to Company’s obligations set forth in
Section 1V.

Article V1 of the Agreement is hereby amended to read in its entirety as follows:

A. Recapture of the Loan. If the Loan was disbursed and not previously repaid, and the
annual compliance certification demonstrates that Company has not maintained the
obligations set forth in Section 1V, then Company shall repay to MDC $95,000.00.

B. Repayment Terms. Any amount repayable to the MDC hereunder shall be repaid,
without interest, within thirty (30) days after the MDC gives written notice to Company
that Company is in default. Notwithstanding anything to the contrary contained
anywhere in this Agreement, under no circumstances shall Company be obligated to
repay MDC an amount in excess of the total dollar amount of the funds actually
received by Company from MDC under this Agreement.

Section X.A of the Agreement is hereby amended to read in its entirety as follows:

Total Financial Commitment. Notwithstanding any other provision hereof which
might be interpreted otherwise, MDC's total financial commitment during the term of
this Agreement shall not exceed $95,000.00 in the aggregate.

Section X.B.1 of the Agreement is hereby amended to read in its entirety as follows:

As to the certifications required in Section IV.A, Section IV.B, and Section 1V.C,
Company shall provide reasonable evidence or supporting documentation.
Documentation for employment numbers may be in the form of Texas Workforce
Commission Employer Quarterly Reports, or certified employee rosters that show the
hours worked and positions filled, or such other reports as may be agreed upon by
MDC and Company. Upon a reasonable request, MDC may review Company's Texas
Workforce Commission Employer Quarterly Reports in Midland, Texas, but may not
copy or retain a copy of said reports

Section X.B.4 of the Agreement is hereby amended to read in its entirety as follows:

As to the certifications required by Section IV.D, Company shall provide a letter from
Company’s president or other executive officer.

Section X.B.6 of the Agreement is hereby deleted.

The Agreement, inclusive of this Amendment, is hereby ratified and affirmed by
Company and MDC, and the Agreement shall in all respects remain in full force
and effect in accordance with its provisions and as amended above.

[Signature Pages Follow]
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EXECUTED by the duly authorized officials as of the day and year first above written.

MIDLAND DEVELOPMENT
CORPORATION

Wesley Bownds, Chairman

ATTEST:

Berry Simpson, Secretary
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SUSIE’S SOUTH FORTY CONFECTIONS,
INC.

Susie Hitchcock-Hall, President/Owner

THE STATE OF TEXAS 8

§
COUNTY OF MIDLAND 8§

BEFORE ME, , @ notary public, on this day personally appeared
Susie Hitchcock-Hall, President/Owner of Susie’s South Forty Confections, Inc., known to me to
be the person whose name is subscribed to the foregoing instrument, and acknowledged to me that
he executed the same as the act and deed of said Company for the purposes and consideration
therein expressed and in the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE THIS day of
, A.D., 2020.

Notary Public, in and for
the State of Texas
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MIDLAND DEVELOPMENT CORPORATION

INCOME STATEMENT FOR THE 9 MONTHS ENDED

June 30, 2020

$984,568.47

$11,212,024.69

$12,300,000.00

40100 - State Sales Tax

40600 - Public ROW Use Fee

43000 - Interest

43010 - Interest - Nonpooled Invest
46190 - Miscellaneous Rentals

4235150 - Midland Dvipmt Corp Revenue

$897,050.21 $10,186,945.56 $12,000,000.00
$0.00 $8,738.40 $0.00
$2,145.39 $35,946.78 $0.00
$3,985.87 $151,184.94 $300,000.00
$81,387.00 $829,209.01 $0.00
$984,568.47 $11,212,024.69 $12,300,000.00

$6,824,190.47

$18,043,691.21

$27,771,636.00

51010 - Base Salary

51090 - Fica MDC Portion

51110 - Health Insurance

51135 - ACCE Profit Sharing

52010 - Office Supplies

52110 - Motor Vehicle Supplies

52115 - Minor Furniture & Fixtures
52155 - Minor Computer Hrdwre & Periph
52160 - Computer Software & Supplies
52620 - Postage

53010 - Communication

53030 - Light & Power

53110 - Insurance-External

53212 - Equipment Rental-External
53220 - Advertising

53370 - Grounds Maintenance

53405 - Software Maintenance

53440 - External Audit Fees

53450 - Consulting Fees

53510 - Travel & Entertainment

53520 - Dues & Subscriptions

53530 - Training,Registration Fees,Etc
53905 - Economic Development Incentive
53907 - Business Recruitment & Retentn
53920 - Rent

54010 - Building Maintenance

55120 - Maint. - Instruments & Appara.
56188 - MOTRAN

56202 - General Fund Services

56410 - Payment of Principal

56420 - Interest Expense

56910 - Depreciation Expense

56995 - Project Non Capital - Promotions
57002 - Capital Improve Other Than Bldg
57004 - Capital Vehicles

235235 - Midland Development Corp

June 2020 Net Income:
Year-to-Date Net Income:

$54,066.70
$4,136.09
$3,907.91
$3,784.68
$352.22
$45.00
$0.00
$270.61
$2,250.01
$0.00
$1,410.75
$8.88
$16,432.51
$344.54
$43,624.94
$0.00
$1,567.70
$0.00
$33,265.20
$50.31
$747.98
$175.00
$5,978,072.95
-$1,229.56
$6,123.22
$12,488.37
$154.84
$0.00
$35,223.42
$0.00
$0.00
$37,344.27
$351,597.43
$237,974.50
$0.00

$499,345.04
$36,431.92
$35,859.48
$36,679.55
$6,807.86
$988.27
$539.98
$11,008.53
$33,700.50
$331.06
$13,323.65
$80.25
$126,992.05
$3,100.86
$269,687.56
$642.50
$7,479.65
$15,000.00
$850,319.96
$12,052.95
$18,546.49
$4,413.00
$14,152,865.67
$35,724.36
$54,121.49
$39,375.87
$1,809.28
$142,500.00
$317,010.78
$0.00

$0.00
$298,754.12
$780,224.03
$237,974.50
$0.00

$1,025,000.00
$80,750.00
$80,000.00
$125,000.00
$22,000.00
$2,000.00
$15,000.00
$10,000.00
$50,000.00
$1,000.00
$20,000.00
$500.00
$190,000.00
$7,800.00
$400,000.00
$40,000.00
$8,000.00
$25,000.00
$600,000.00
$35,000.00
$27,000.00
$50,000.00
$22,805,405.00
$90,000.00
$74,000.00
$70,000.00
$4,000.00
$142,500.00
$422,681.00
$60,000.00
$12,000.00
$0.00
$1,230,000.00
$0.00
$47,000.00

$6,824,190.47

($5,839,622.00)

$18,043,691.21

($6,831,666.52)

$27,771,636.00
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MIDLAND DEVELOPMENT CORPORATION
BALANCE SHEET FOR THE PERIOD ENDED

June 30, 2020

(Used for Internal Purposes Only)

ASSETS

Current Assets
Cash and cash equivalents
Sales tax receivable
Prepaid expenses
Accounts receivable

Non-Current Assets
Capital Assets, net
Forgivable Loans
Made to Primary Government
Made to Other
Total Forgivable Loans

Total Assets

LIABILITIES AND NET POSITION

Liabilities
Accounts payable
Retainage Payable
Capital Leases payable
Commitments payable
Due within one year
Due in more than one year
Total Commitments Payable

Net Position
Net investment in capital assets
Restricted for Forgiveable Loans
Restricted for Capital Leases
Promotions
Unrestricted

Total Liabilities and Net Position

28,052,450
2,486,351
107,133

30,645,933

19,053,639
1,350,000
506,579
1,856,579
20,910,218

$ 51,556,151

36,950
257,083

18,620,500

28,476,000

47,096,500
47,390,533

19,053,639
1,856,579
257,083
2,840,396
(19,842,079)
4,165,618

$ 51,556,151
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Sales Tax Variance

DEVELOPMENT CORPORATION

2017-2018 20182019 | %Change | 2018-2019 2019-2020
October $899,284.46 $1,168,778.63 29.97%| $1,168,778.63 $1,219,993.44 4.38% 4.38%
November $1,011,058.46 $1,315,318.62 30.09%| $1,315,318.62 $1,266,357.10 -3.72% 0.09%
December $922,204.62 $1,185,882.84 28.59%| $1,185,882.84 $1,263,226.93 6.52% 2.17%
January $921,118.19 $1,143,749.27 24.17%|  $1,143,749.27 $1,036,178.70 -9.41% -0.58%
February $1,226,347.28|  $1,442,774.27 17.65%| $1,442,774.27 $1,279,615.49 -11.31% -3.05%
March $1,080,215.64 $1,209,440.03 11.96%| $1,209,440.03 $966,824.94 -20.06% -5.81%
April $946,496.63 $1,135,613.41 19.98%| $1,135,613.41 $1,006,559.17 -11.36% -6.54%
May $1,206,087.50 $1,381,858.75 14.57%| $1,381,858.75 $1,251,139.57 -9.46% -6.95%
June $1,020,459.73|  $1,175,734.10 15.22%|  $1,175,734.10 $897,050.21 -23.70% -8.71%
July $1,149,796.97 $1,242,133.20 8.03%| $1,242,133.20 $876,285.08 -29.45% -10.79%
August $1,281,626.38|  $1,359,171.41 6.05%| $1,359,171.41
September $1,114,716.72 $1,315,787.31 18.04%| $1,315,787.31
Annual Total $12,779,412.58| $15,076,241.84 17.97%| $15,076,241.84| $11,063,230.63

V:\Sales Tax\2019-2020 Sales Tax Detail\July 2020 Sales Tax Spreadsheet 7/8/2020



Sales Tax Actuals vs Budget Estimates
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The May Perryman Midland and Permian Basin Index values were down, but stabilized to
some extent compared to April.

The inevitable result of measures to “flatten the curve” and prevent a major spike in COVID-
19 infections has been a strong shock to the economy. Many factors will determine the
ultimate effects of the coronavirus, including the outcomes of reopening the economy and
the capacity of businesses to resume normal activities.

In Midland and the Permian Basin, the pandemic’s effect on oil markets has caused a strong
drop in activity in the industry and, thus, the area economy. The price decline is due to the
combination of (1) plummeting demand as economies and industries around the world shut
down due to COVID-19 and (2) rising supply, with threats of even more due to the collapse
of talks earlier this year among major global oil producers to try to bring discipline to the
market. An agreement was subsequently reached which brought notable reductions in daily
production, but not as large as the drop in consumption across the globe. Markets have
stabilized recently.

Although production costs are down sharply in Texas, they are not yet at a level to maintain
broad-scale activity at current prices. As a result, the situation is leading to significant
disruptions in the Permian Basin and the state’s other production areas. The industry has
engaged in a rapid shutdown of drilling activity, which ripples through an enormous supply
chain and supporting retail and service enterprises in the affected communities and the rest
of the state. Banks which have large energy company loan portfolios are being strained, and
mid-stream and downstream investments are being deferred. Adverse effects on oil
producing areas are being observed in a dramatic fashion, but the fallout from the situation
involves all regions of Texas.

As the economy begins to recover from COVID-19 restrictions and travel prohibitions, oil
markets can normalize expeditiously. Prices are already trending toward more normal levels
and should recover to sustainable levels for West Texas producers (where costs were falling
notably for years before the pandemic) in the next few months.

Although comparisons are being drawn to the horrific events of the 1980s, the situation at
that time was very different. Key differences include (among others) the speed of the
downturn, the underlying structural problems in the economy that were present at that time,
and the contrast between the 1980s’ declining reserves and rising costs and today’s
expanding reserves and falling costs. The near-term situation in oil markets is undeniably
severe, but it is a temporary aberration stemming from an unprecedented health issue. As the
economy reopens, demand for oil will rise and markets will normalize. This is NOT the 1980s.

The effects of the COVID-19 pandemic began to be felt in March and were causing dramatic
decreases in April. In May, some industries began to recover, but the increases were much
smaller in general than April’s losses.

Results are summarized in the following pages, with additional detail in the accompanying
workbook.
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MIDLAND MSA

The Midland Economic Index decreased over the past month from 96.5 to 90.1, a smaller
drop than April’s -20.0. Even with this decline, the Index remained above the levels
experienced in 2016.

The Energy industry experienced losses of -9.2 in May, notably smaller than April’'s -21.9.
Hospitality & Tourism experienced some recovery, up 17.1, but the increase was much
smaller than April’s drop of -57.9. Construction continued to fall (down -6.8), after a drop of -
48.9 in April. Retail was up slightly, but far less than April’s decrease of -25.6.

MIDLAND MSA ECONOMIC INDEX

RECENT RESULTS (2012=100)

Current Index Reading 90.1

Change from Previous Month Down -6.4

MIDLAND MSA ECONOMIC INDEX

RESULTS BY INDUSTRY (2012=100)

Industry April May Change
Energy 834 74.2 -9.2
Construction 127.9 121.1 -6.8
Manufacturing 122.9 116.3 -6.6
Retail 103.9 108.1 +4.2
Financial Services 2184 218.0 -0.4
Real Estate 153.0 159.9 +6.9
Professional & Business Services 115.8 1144 -14
Health Care 90.0 88.3 -1.7
Hospitality & Tourism 87.9 105.0 +17.1
Other Activity 130.2 137.0 +6.8
Midland Composite 96.5 90.1 -6.4

Note: Industries are not weighted equally in calculating the Industry Composite; see the Appendix for
further explanation. The Midland Metropolitan Statistical Area (MSA) includes Midland and Martin
counties.

Source: The Perryman Group
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Midland Economic Index
(Index adjusted such that 100 represents economic status in 2012)
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Midland Economic Index
Recent values by sector
(Index adjusted such that 100 represents economic status in 2012)
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PERMIAN BASIN REGION

The Permian Basin Economic Index decreased over the past month from 97.6 to 96.0,
stabilizing to some extent in May after a decline of -19.5 in April.

The Energy industry declined significantly, continuing a downward trend which began early
this year. Hospitality & Tourism and Construction increased, but the improvement represents
only a partial recovery of the strong drops in April of -59.3 and -53.6, respectively.

PERMIAN BASIN ECONOMIC INDEX

RECENT RESULTS (2012=100)

Current Index Reading 96.0

Change from Previous Month Down -1.6

PERMIAN BASIN ECONOMIC INDEX

RESULTS BY INDUSTRY (2012=100)

Industry April May Change
Energy 74.8 68.7 -6.1
Construction 1104 117.5 +7.1
Manufacturing 113.3 107.3 -6.0
Retail 104.3 109.0 +4.7
Financial Services 218.6 218.2 -0.4
Real Estate 1554 161.2 +5.8
Professional & Business 102.7 100.6 21
Ih-lealth Care 91.1 89.2 -1.9
Hospitality & Tourism 84.1 99.5 +15.4
Other Activity 125.7 132.1 +6.4
Permian Basin Composite 97.6 96.0 -1.6

Note: Industries are not weighted equally in calculating the Industry Composite; see the Appendix for
further explanation. The Permian Basin Region includes Andrews, Borden, Crane, Dawson, Ector,
Gaines, Glasscock, Howard, Loving, Martin, Midland, Pecos, Reeves, Terrell, Upton, Ward, and Winkler
counties.

Source: The Perryman Group
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Permian Basin Economic Index
(Index adjusted such that 100 represents economic status in 2012)
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The goal of the Midland and
Permian Basin Index is to
encapsulate, in a single measure,
the current status of the local and
regional economy, how it is
changing, and what is driving the
change. The Index includes
measures of industrial performance,
with sub-indices for the various
components to indicate the role
they play in overall performance.
The Index is based on complex
economic modeling processes, but
it provides a simple measure of the
health of the local and regional
economy and how and why it is
changing.

The Index reflects shifts in key
industries and performance. The
relative weights of each component
were determined based on typical
patterns in the relationships of
variables to overall economic
performance. The Index includes
variables ranging from oil prices to
construction which describe the
evolving status of key industries.
These measures reflect analysis of
numerous indicators of the level of
activity and how it is changing.

The Midland and Permian Basin
Index was developed and is
maintained The Perryman Group,
an economic and financial analysis
firm based in Waco, Texas with
decades of experience in analyzing
the local and regional economies.
Dr. M. Ray Perryman, President and
CEO of The Perryman Group, has
more than 40 years of experience in
index construction and regional
economic modeling. In particular,
Dr. Perryman derived the indices of
monetary policy that are used by
the Federal Reserve System and
more than 60 other central banks
around the world. He also
developed regional and small-area
indices of Industrial Production and
Unit Labor Costs that are widely

used on a global basis, as well as
measures of systematic risk for
non-homogenous assets and the
degree of trade integration among
nations. Dr. Perryman has been an
advisor to the US Department of
Labor on the Consumer Price Index
as well as numerous other
governmental entities on index-
related issues. He has also
developed the world'’s largest
regional econometric modeling
system and has been analyzing the
economy of Midland and the
Permian Basin on an ongoing basis
since the mid-1970s. The firm
produces a quarterly index for a
major financial firm in the state.

Index Construction

Economic indices are typically
constructed in one of two ways,
both of which are widely used and
have been successfully employed
by Dr. Perryman over the course of
his career. One common method is
to identify a set of relevant
variables and then use principle
component analysis (PCA) or a
variation (such as a factor rotation)
to assign weights to the individual
components on an empirical basis.
In essence, this process converts a
set of variables into an equal
number of new measures such that
each of the new variables is (1) a
linear combination of the original
ones and (2) orthogonal to each of
the others. The new measures also
have the property of collectively
containing all of the information in
the original variables. When this
approach is used, the first principle
component (the one which explains
the largest percentage of the
variation) is typically used to
determine the weights in the index.
This approach has advantages in
that (1) weights are empirically
generated based on their
explanatory power and (2) it is
relatively simple to implement. Its

major disadvantages are (1) in many
instances, particularly where a large
number of variables are being
examined (as in the current
analysis), spurious correlations with
relatively minor factors that are
unlikely to be sustained over time
can occur; (2) the first principle
component, despite exhibiting the
largest explanatory power, often
accounts for only a small amount of
the total variation, thus failing to
incorporate a substantial portion of
the available information.

The second approach is to rely on
economic data, theory, and models
to develop an index of the desired
phenomena. The primary difficulty
with this method is the fact that it
can become complex in its
execution. The advantages are the
ability to (1) systematically
incorporate very large sets of
variables without loss of underlying
information, (2) develop sub-indices
to provide a focus on specific index
elements, and (3) incorporate
specific economic content in a
detailed and systematic manner.

In the present instance, the second
option appeared to be more
appropriate in that the process
included the incorporation of a
complex multi-dimensional
framework which allows both
individual and integrated
consideration of a variety of
segments that span multiple
sectoral components. Nonetheless,
a principle components model was
originally attempted for purposes of
completeness and to meet the
conditions for statistical efficiency.
As anticipated, the resulting
assessment across a broad
spectrum of variables across
industries resulted in both
weighting on relatively minor
variables which were not stable
across sub-periods and relatively
little (less than 10 percent)
information capture by the primary
principle components.

Copyright 2020
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Consequently, the Midland and
Permian Basin Index was developed
using a more formal and
comprehensive data and modeling
effort. This process is described
below.

Industrial Variations

As noted, the Index seeks to
encapsulate, in a single measure,
the many facets of the local and
regional economy. Sub-indices are
also generated for key industries in
order to examine the various
components and the role that they
play in overall performance.
Aggregates available on a monthly
basis are incorporated into the
Index in order to permit regular
monitoring of changes in business
activity. Broader measures (such as
total expenditures and gross
product by industry) which have
greater information content but less
frequent periodicity are used in
defining the relative weights. In this
mannetr, it is possible to enhance
the comprehensiveness of the
Index.

The segments of the economy that
are included in the Index are:

e Energy,

e  Construction (residential and
non-residential),

e  Manufacturing,

e  Retail,

e  Financial Services,

e  Real Estate,

e Professional & Business
Services,

e Health Care,

e Hospitality & Tourism, and

e  Other Activity

The relative weights to be applied
to each segment were derived
based on the stabilized percentage

of each sector of a relevant overall
aggregate (gross area product).

The next phase of the analysis is
the construction of the various
sectoral indices. Measures that
were available on a monthly basis
were employed and were selected
based on their role in being
reflective of aspects of the relevant
segment. They were then tested
relative to one another to assure
that they were not subject to
excessive multicollinearity. Once
the final set was determined, each
quarterly series was transformed
into a common format in which
2012 was defined as equal to 100.
The base year is consistent with
most official economic series that
are presented either as indices or
on a constant-dollar basis. All
monetary values were similarly
expressed in constant 2012 dollars
to avoid artificial growth generated
by inflation. In a few instances,
quarterly series were converted to
monthly aggregates using a
regression approach developed by
Dr. Perryman that is widely utilized
throughout the world.

The variables utilized in the Index
include items such as oil and gas
prices, rig counts, retail sales, single
and multi-family housing permits
and values, housing sales and
values, bank loans and deposits,
employment by detailed industrial
category, and numerous other
factors. Where appropriate, inputs
were adjusted to eliminate seasonal
patterns that are not reflective of
underlying economic conditions.

In each of the indices, the weights
assigned to the individual
components are determined based
on the relative standard errors of
the normalized values. This
approach allows greater weight to
be assigned to those measures
which exhibit more pronounced
fluctuations to influence industry
performance. These individual

sectoral indices were aggregated
into an overall Composite Index
using the weighting described
above. Separate individual sectoral
measures and Composite Index
values were generated for the
Midland Metropolitan Statistical
Area and the Permian Basin Region.
It should be noted that the monthly
indices always use the latest
available economic data. Because
much of the information normally is
subject to both short-term revisions
and periodic benchmarking,
historical values will often change
from month to month. These
variations are typically minor.

Historical Performance

Historical performance of
components of the Midland and
Permian Basin Indices is provided in
the accompanying workbook.

Conclusion

The Midland and Permian Basin
indices provide a measure of
changes in the economy that is easy
to grasp and compare over time.
Although the modeling process that
went into the indices was complex,
the result is a simple and
straightforward assessment of the
direction of patterns in business
activity and the reasons for changes
in overall performance.
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effectively.

The Perryman Group is a focused team of analysts who know how to
address complex economic information tasks and present our findings

Our in-house professionals bring expertise in economics, finance, statistics, mathematics, real estate,
valuation, systems analysis, engineering, technical communications, and marketing. Dr. Ray Perryman,
President and CEOQ, has 40 years of experience in developing systems, analyzing complex problems, and
communicating effectively. We have considerable pride in what we do. Our enthusiasm is both unbridled
and contagious; every day brings a new opportunity for us to tackle a different problem or create a product

or service specifically tailored to our clients.

OUR SERVICES

IMPACT ASSESSMENT

We have developed and continually maintain an
extensive set of economic impact evaluation
models that can be applied in a variety of contexts.

EXPERT TESTIMONY

We help clients analyze and communicate complex
information in common-sense terms through
comprehensive, objective analyses and clear,
concise expert reports and presentations.

FORECASTING

We are at the cutting edge of econometrics and
other advanced statistical methods and have
provided innovative approaches for many complex
applications.

SPEECHES

Dr. Perryman addresses dozens of audiences
throughout the world every year, catering to a wide
variety of events.

M. RAY PERRYMAN, PH.D.

Dr. Ray Perryman is President and CEO of The
Perryman Group, an economic research and
analysis firm based in Waco, Texas. His firm has
served the needs of more than 2,500 clients,
including two-thirds of the Global 25, over half of
the Fortune 100, the 12 largest technology firms in
the world, 10 US Cabinet Departments, the 9
largest firms in the US, the 6 largest energy
companies operating in the US, and the 5 largest
US banking institutions.

Dr. Perryman was named Outstanding Young
Person of the World for Business and Economic
Innovation in 1987, was designated Texan of the
Year by the Texas Legislative Conference in 2012,
received the Baylor University Distinguished
Service Medal in 2013, was inducted into the
Texas Leadership Hall of Fame in 2014, received
the Cesar E. Chavez Conscience Builders Award in
2016 for his humanitarian efforts, the 2019
Chairman’s Award for Lifetime Achievement in
Economic Development from the International
Economic Development Council,
and the 2019 “Go Global”
Award for Economic Analysis
from the International Trade
Council. He dedicates a
significant portion of his
time to pro bono work aimed
at helping to solve pressing
social problems such as
hunger, indigent healthcare,
poverty, and child
maltreatment.
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May 2020 Midland MSA Employment Information
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May 2020 Permian Basin Workforce Development Area Employment Information
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Labor Market
Information
Midland MSA May 2020
MSA Labor Force Statistics

May-20 Apr-20 May-19 Yearly Change

Civilian Labor Force 102,288 98,074 109,702 -7,414

Employed 89,563 88,168 107,762 -18,199

ety Unemployed 12,725 9,906 1,940 10,785

Unemployment Rate 12.4% 10.1% 1.8% 10.6%

Texas Labor Force Statistics

May-20 Apr-20 May-19 Yearly Change

Civilian Labor Force 13,462,785 12,953,286 13,926,760 -463,975

Employed 11,752,162 11,259,524 13,491,168 -1,739,006

Unemployed 1,710,623 1,693,762 435,592 1,275,031

Unemployment Rate 12.7% 13.1% 3.1% 9.6%

Midland US Labor Force Statistics

May-20 Apr-20 May-19 Yearly Change

Civilian Labor Force 157,975,000 155,830,000 162,655,000 -4,680,000

Employed 137,461,000 133,326,000 157,152,000 -19,691,000

Unemployed 20,514,000 22,504,000 5,503,000 15,011,000

Unemployment Rate 13.0% 14.4% 3.4% 9.6%

Historical Unemployment Rates
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Employment by Size Class (4th Quarter 2019) Wages by Industry (in millions) (4th Quarter 2019)
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500-999 :10.1% N /- 10-19 :8.5% S19
Health Services $90.é33 \ ___ Natural Resources
Professional and and Mining $870.95
250-499 :9.8% — Business Services $244.09
- 20-49 :17.3% Financial
Activities $106.56 /
Information $19.09
/ Trade, Transportation  /
100-249 :20.1% \ and Utilities $391.41 Constructlon $135.49
50-99 : 14.6% Manufactunng $72.19
Annual Growth Rate Total Non-agricultural employment
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Employment by Industry (May 2020) Employment by Industry (May 2020)
Current Month % Monthly % Yearly Government 9.1%
Industry Employment Change Change Other /
Services 3.2%
- 0, - 0,
Total Nonfarm 101,100 0.9% 11.9% Leisure and \ Mining, Logging
Mining, Logging and Construction 31,900 -4.2% -22.0% Hospitality 9.8% ~\ ~~ and Construction 31.6%
Manufacturing 3,800 2.7% -9.5%
- 120 7 20 Education and
Trade, T.ranspodatlon, and Utilities 20,400 1.4% 7.3% Health Services 6.4% \l T
Information 900 -10.0% -10.0% \
Financial Activities 4,700 0.0% 0.0% 5 _PFOfGZSiOUm anﬁ) o —
Professional and Business 10,600 0.0% 2.9% usiness emc,e:?nan'cia‘l’ /J \ Manufacturing 3.8%
Services Activities 4.6% _/ \ Trade, Transportation,
Education and Health Services 6,500 0.0% -8.5% Information 0.9% and Utilities 20.2%
Leisure and Hospitality 9,900 11.2% -9.2%
Other Services 3,200 -5.9% -22.0%
Government 9,200 0.0% -3.2%
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O TEXAS

Labor Market
Information
Odessa MSA May 2020
MSA Labor Force Statistics

May-20 Apr-20 May-19 Yearly Change

Civilian Labor Force 84,591 79,892 87,802 -3,211

Employed 70,621 68,955 85,848 -15,227

Unemployed 13,970 10,937 1,954 12,016

Unemployment Rate 16.5% 13.7% 2.2% 14.3%

Texas Labor Force Statistics

May-20 Apr-20 May-19 Yearly Change

ey Civilian Labor Force 13,462,785 12,953,286 13,926,760 -463,975

Employed 11,752,162 11,259,524 13,491,168 -1,739,006

Unemployed 1,710,623 1,693,762 435,592 1,275,031

Unemployment Rate 12.7% 13.1% 3.1% 9.6%

US Labor Force Statistics

May-20 Apr-20 May-19 Yearly Change

Civilian Labor Force 157,975,000 155,830,000 162,655,000 -4,680,000

Employed 137,461,000 133,326,000 157,152,000 -19,691,000

Unemployed 20,514,000 22,504,000 5,503,000 15,011,000

Unemployment Rate 13.0% 14.4% 3.4% 9.6%

Historical Unemployment Rates
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Employment by Size Class (4th Quarter 2019) Wages by Industry (in millions) (4th Quarter 2019)
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Employment by Industry (May 2020) Employment by Industry (May 2020)
Current Month % Monthly % Yearly
Industry Employment Change Change Government 12.1%
Other Mining, Logging
0, 0,
Total Nonfarm 73,400 0.5% ~12.8% Services 4.1% \ /" and Construction 24.9%
Mining, Logging and Construction 18,300 -4.2% -19.4% ’
- S o Leisure and
Manufacturing 4,600 2.2% -13.2% Hospitality 9.8%
Trade, Transportation, and Utilities 18,300 1.7% -3.7% Educa J
. ucation an
Information 700 0.0% 0.0% Health Services 7.4% \\ V ‘ AN Manufacturing 6.3%
Financial Activities 3,200 -8.6% -11.1% Professional and 90.5%
: . o
Professional and Business 3,800 8.6% -17.4% Business Sew'f:?:a‘r:"é;T
- -
Services Activities 4.4% / \___ Trade, Transportation,
Education and Health Services 5,400 1.9% 3.8% Information 1.0% and Utilities 24.9%
Leisure and Hospitality 7,200 16.1% -20.0%
Other Services 3,000 3.4% 21.1%
Government 8,900 -4.3% -13.6%
Page 1 of 1 6/19/2020 10:03:03 AM
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Labor Market e
Information
Permian Basin Workforce Development Area May 2020
WDA Labor Force Statistics
[ Y [ May-20 Apr-20 May-19 Yearly Change
Civilian Labor Force 257,229 244,001 270,387 -13,158
Employed 222,687 217,125 264,827 -42,140
Andrews Martin | Howard Unemployed 34,542 26,876 5,560 28,982
Unemployment Rate 13.4% 11.0% 2.1% 11.3%
~ Texas Labor Force Statistics
Loving | Winkler | Ector | Midiand
May-20 Apr-20 May-19 Yearly Change
Civilian Labor Force 13,462,785 12,953,286 13,926,760 -463,975
= Employed 11,752,162 11,259,624 13,491,168 1,739,006
Unemployed 1,710,623 1,693,762 435,592 1,275,031
Unemployment Rate 12.7% 13.1% 3.1% 9.6%
US Labor Force Statistics
May-20 Apr-20 May-19 Yearly Change
Civilian Labor Force 157,975,000 155,830,000 162,655,000 -4,680,000
Employed 137,461,000 133,326,000 157,152,000 -19,691,000
Unemployed 20,514,000 22,504,000 5,503,000 15,011,000
Unemployment Rate 13.0% 14.4% 3.4% 9.6%
Continued Claims for the Week of the 12th
May-20 Apr-20 May-19 Yearly Change
IWDA 20,585 14,886 916 19,669
[Texas 950,464 918,157 91,376 859,088

Historical Unemployment Rates
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W Texas M US permian Basin
Projected Top Ten Fastest Growing Industries in WDA (% Growth 2016- Employment by Size Class (4th Quarter 2019)
2026) 1-4:4.4%
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for mining I Ve 10-19:8.5%
Commercial machinery repair 1 5 .
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Management and technical ! 20.3% Employment by Ownership (4th Quarter 2019)
consulting services
Individual and Lo Federal
family services ° Government 0.8%
Offices of ! 28.6% State
physicians Government 1.6%
Restaurants and other 28 2% ’ \ \ Local
eating places | ! ! ! ! ! | | | ’ Government 11.1%
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Average Weekly Wage (4th Quarter 2019)
Q4 2019 Q3 2019 Q4 2018 Quarterly Change Yearly Change

WDA $1,358 $1,301 $1,336 $57 $22 Private 86.5% /

Texas $1,187 $1,108 $1,148 $79 $39

Us $1,185 $1,093 $1,145 $92 $40

Employment by Industry (4th Quarter 2019, Percent Change) Employment by Industry (4th Quarter 2019)
Public
% of % Quarterly % Yearly . .
Industry Employment Total Change Change %dt":?m's"at'on 2.9% ‘
er

Natural Resources and Mining 56,255  22.3% 2% 33% Services 2.9% Ve Na;”;;‘.' Resg;rg‘j/s

Construction 21070] _ 84% 4.3% -10.0% Leisure and and Wining .57

Manufacturing 11,141 4.4% -2.6% -1.7% Hospitality 10.0%

Trade, Transportation and Ultilities 54,801 21.7% 0.9% 2.7% Education and

Information 2,367 0.9% 2.0% 6.4% Health Services 15.4% ‘

Financial Activities 10,119 4.0% -1.6% 5.5% ( \ . Construction 8.4%

Professional and Business 17,594 7.0% 0.1% 3.6% Professional and _\ 4

Services Business Serwct_as 7.0% \ Manufacturing 4.4%

Education and Health Services 38949]  154% 5.0% 1.8% ACE\'I’i‘tg‘Scf'o o —/ \ \ Trade, Transportation

- — S — 0 S .

Leisure anc.j Hospitality 25,325 10.0% 1.2% 4.1% Information 0.9% and Utilities 21.7%

Other Services 7,220 2.9% -2.7% 1.2%

Public Administration 7,396 2.9% 1.6% 4.5%
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