Agenda Item: New Business
Churchill County
Agenda Report

Date Submitted: November 14, 2007 Agenda Date Requested: November 21, 2007
Time Requested: S minutes

To: Board of Churchill County Commissioners
From: Alan Kalt, County Comptroller

Subject Title: Consideration and Possible Action re: Agreement for Sales and Use Fee
Payment with Enel North America, Inc.

Type of Action Requested: (check one)

{ } Resolution ( ) Ordinance
{_X_) Formal Action/Motion ( ) Other (Specify)

Does this action require a Business Impact Statement? { ) Yes ( X ) No

Recommended Board Action:

A motion to authorize the Chair to sign the final Agreement for Sales and Use Fee Payment with
Encl North America, Inc. for expansion of operations at its Stillwater and Salt Wells facilities
subject to final review and approval by the District Attorney’s Office.

Discussion;

Enel North America is seeking to expand the operations at its Stillwater and Salt Wells facilities.
Enel is an outstanding company with a world wide reputation for community involvement and
corporale social responsibility. We are excited about the possibilities of developing this long-
term mutually beneficial partnership.

Churchill County wants Enel and this project in our County. This will be a win-win situation for
all parties concerned. The development of this geothermal resource will benefit the community,
region and the state of Nevada.

The County and Enel North America, Inc. have worked on an agreement for sales and use fee
payment in connection with Enel’s application with the Nevada Commission on Economic
Development (NCED) for sales and use tax abatement and deferral. The NCED approved the
5.25% abatement applicable to all “Eligible Goods™ purchased for the expansion. The agreement
for Sales and Use Fee payment with Enel provides Churchill County with 1.3% of the cost paid
by Enel for qualificd purchases made in connection with the expansion of the Stillwater and Salt
Wells facilities. The estimated qualified purchases are $117.240,000 which would equate to
$1,758,600 in sales and use fee payment to the county. The payment is structured over a 10 year
period with quarterly payments without interest by Enel. This agreement i1s mutually beneficial
to the County and Enel North America.

The agreement has been reviewed by the Civil Deputy District Attorney as to form. The
proposed final version has been forwarded to Enel for their approval and signature. It is our
intent to have two original signed documents at the meeting for the Chairs signature if approved.



Financial Impacts:

If the entire projected qualified purchases are made during the expansion period, the County
would receive $1,758,600 over a ten year period. Assuming equal payments, the quarterly
amounts would be $43,965 or $175.860 annually. Actual amounts will be dependent on the

actual purchased made.
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AGREEMENT FOR SALES AND USE FEE PAYMENT

This Agreement is entered into this day of , 2007 by and between
CHURCHILL COUNTY, a political subdivision of the State of Nevada, hereinafter "County”

and Enel North America, Inc., hereinafter “Enel.”

RECITALS

WHEREAS, County is a political subdivision of the State of Nevada with all the rights,
privileges and immunities thereunto belonging; and,

WHEREAS, County was organized as a distinct county in 1864 with its western
boundary fixed on the line of longitude 41E40 west, with its other boundaries as established by
law, and contained within Churchill County, Nevada are significant sources of renewable energy,
including geothermal sources; and,

WHEREAS, Enel, a limited liability company established by law, and its subsidiaries are
presently engaged in the production of electrical energy from geothermal sources within
Churchill County, Nevada, at its Stillwater and Salt Wells facilities (the “Facilities™), and seeks
to expand its operations as set forth in its application for sales and use tax abatement under NRS
374.357 and 360.750 (the “Expansion”); and,

WHEREAS, Enel is eligible for abatement of sales and use tax for purchase of
equipment in connection with the Expansion pursuant to NRS 374.357 and 360.750; and,

WHEREAS, Enel filed an application with the Nevada Commission on Economic
Development for a 5.25% abatement applicable to all “Eligible Goods” (as defined in NRS

360.750) purchased for the Expansion pursuant to the above described abatement program; and



WHEREAS, County and Enel desire to develop a joint sales and use tax abatement and
deferral agreement which will benefit both parties; and,

WHEREAS, as a condition for eligibility for abatement under NRS 360.750, a letter of
support of the tax abatement from the local development authority is required; and

WHEREAS, County has supported Enel’s Application 1in consideration for a sales and
use tax deferral payments set forth below to be made to County; and,

WHEREAS, through the mutual support of the parties, on September 19, 2007 the
Nevada Commission on Economic Development did approve the Abatement for a two year
period commencing on the earlier of the first date an Eligible Good is delivered to the Facilities
or taxes are paid on such equipment (the “Abatement Period™); and

WHEREAS, the County has the lawful authority to enter into this Agreement;

NOW THEREFOR, in consideration of the above and the mutual covenants and

promises below, County and Enel agree as follows:

ARTICLE 1

GENERAL TERMS AND CONDITIONS

Section 1.0. Parties. The parties to this Agreement arc as follows:

l. Churchill County, Nevada (County); and,

2. Enel North America, Inc. (Enel).
County and Enel shall be referred to herein as the “Parties” or a “Party,” which shall mean a
Party and its successors and assigns.

Section 1.1.  Sales and Use Fee Payments to County. Enel hereby agrees to pay County as

follows:
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1.1.1.

A Sales and Use Fee equal to 1.5% of the cost paid by Enel for Qualified
Purchases made in connection with the Expansion during the Abatement Period;
for the avoidance of doubt, the Sales and Use Fee shall be calculated net of sales
and use taxes. The term “Qualified Purchases™ shall mean actual purchases of
“Eligible Goods™ as currently defined under NRS 360.750.

For purposes of this Agreement the Parties hereto estimate the total value of
*Qualified Purchases™ 1o be the sum of One Hundred Seventeen Million Two
Hundred Forty Thousand Dollars ($117,240,000.00). Subject to independent
verification and final adjustment, as provided for by Section 1.1.4 hereof, the
parties therelore estimate that the aggregate Sales and Use Fee payable 1o County
for purchases made during the Abatement Period is approximately (but not more
than) One Million Seven Hundred Fifty IEight Thousand Six Hundred Dollars
($1.758,600.00) (hereinafter the “Estimated Sales and Use Fee™).

Except as otherwise provided herein, the Sales and Use IFee payment due is and
shall be subject to and conditioned upon the same terms and conditions borne by
that certain State of Nevada tax abatement agreement approved by the Nevada
Commission on Economic Development made at its September 19, 2007 public
meeting; that such terms and conditions are incorporated by this reference as if
fully contained herein. In the event that Enel is for whatever reason later deemed
ineligible for the Abatement, the Abatement lapses or 1s terminated by the Nevada
Commission on Economic Development or such other party having the authority
to so terminate the Abatement, this Agreement shall become null and void and
Iznel shall have no further obligation to pay any Sales and Use Fee except for such
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