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TEXAS MANUFACTURING ECONOMIC IMPACT

TAM is the State’s leading manufacturing association, representing over 500
companies across all industry sectors, including many of our state’s largest

employers. TAM is the principal legislative and regulatory watchdog for Texas
manufacturers.

Texas Manufacturing Statistics

= Directemployment - 970,600 workers

= Average annual compensation - $108,590

= Share of Gross State Product - $293 billion (11.3%)

= Texas No. 1 exporting state for manufactured goods in USA (20+ years)
= Each manufacturing job supports on average 5 additional jobs
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TOP TEXAS EXPORT DESTINATIONS

SOURCE : NATIONAL ASSOCIATION OF MANUFACTURERS

Mexico $119.5B
Canada $23.9B
China $12.9B
Brazil $8.5B
South Korea $7.1B
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89™H TEXAS LEGISLATURE

* Arecord 9,238 House & Senate bills were filed

* 1,232 were passed and sent to Governor Abbott

* 28 bills were ultimately vetoed by the Governor
Overall, a 13% passage rate

The Governor has called a 30-day special session for July 21st
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TAM PRIORITY ISSUES

* R&D Franchise Tax Credit (SB 2206 - Passed) — Critical for global competition
and national security. Strong incentive for additional advanced manufacturing

investment. Current competition: CA & AZ at 15%, many US states at 10%, China
offers a 200% “super deduction.”

Texas current rate is 5%. SB 2206 will
increase the state’s tax creditto 8.72%
(74% increase) and up to 10.90% when

companies contract research with Texas
universities.
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TAM PRIORITY ISSUES

* Electric Grid Infrastructure Costs (SB 6 - Passed) — Provides greater certainty for
large load forecasting (Al data centers, major industrials). New $100K state study
fee for major loads seeking interconnection. Requires large load customers to
disclose duplicate requests. Allows facilities to co-locate a large load with stand-
alone generation “behind the meter” that could also be used as backup power for

the Texas grid in an emergency.




TAM PRIORITY ISSUES

« Dedicated Water Fund (SB 7/HJR 7 - Passed) — Dedicates $1 billion in sales tax revenue
to the Texas Water Fund. Should HJR 7 be approved by Texas voters in November’s
constitutional amendment election, then up to $20 billion will go toward much needed
water infrastructure projects over the next two decades.

Texas will need to invest at least

- Wh $150 billion over the next 50 years
J!"I!Ihm‘muﬁﬂww l | toward addressing the state’s
‘w"!!!!]}um'“! | substantial water infrastructure
P LI PPN challenges (new water supplies,
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TAM PRIORITY ISSUES

* Tweaks to Chapter 403 (JETI Act) School Tax Abatement (HB 105 - Failed) -
Economic developers and capital-intensive industries are struggling with new higher
job-count and 110% average wage requirements. Some of the new rules were added
late in the 2023 session to HB 5 (to replace Chapter 313) and are not being well

received. Some industry projects are motivated to look at other states as the new
rules make Chapter 403 non-competitive

and come at a time of record global
reshoring of the manufacturing supply chain. ¥
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TAM PRIORITY ISSUES

* Maintenance Repair & Overhaul (MRO) Tax Exemption (SB 1030 - Failed) -
Texas is a leading state for general aviation aircraft ownership. Most states
exempt sales tax on general aviation labor and/or parts. With aircraft inherently
mobile, owners routinely leave Texas for services in our neighboring MRO-exempt
states. Thus, Texas has difficulty attracting general aviation manufacturing plants
and larger MRO facilities, with the great
jobs and the new property tax wealth that
comes with such facilities.
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TAM PRIORITY ISSUES

TSTC Endowment (SJR 59 - Passed) - If voters approve funding in November, this bill establishes a
constitutionally dedicated, permanent $850M endowment to finance capital infrastructure needs and
programs for career and technical education offered by the Texas State Technical College (TSTC) system.

“Applied Sciences Pathway” High School Diploma (HB 20 - Passed) - Curriculum is designed to
provide students the ability to concurrently earn high school diplomas and industry-based certificates.
Courses aim at high-wage and high-growth industries.

Tax Relief (HB 9 - Passed) - Increase the exemption for tangible
personal property that is held for the production of income from
$2,500 to $125,000 (contingent on passage of HJR 1 in the fall).

TCEQ Funding (SB 1 - Passed) - The agency’s budget increased
by $69 million, allows for 144 new employees to help permitting.
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TARIFF UPDATE

U.S./Mexico - Early August negotiations will delay additional U.S. tariffs for at least 90 days. Mexico will now
focus on achieving a bilateral trade scenario that reduces the threat of 30% tariffs not covered by the USMCA
free-trade agreement.

Between January and May, Mexico’s trade surplus with the United States rose by 16.6% to a record high of $79
billion, marking five consecutive years of record surpluses and far higher than Canada’s trade surplus of $27
billion.

U.S./Canada - Canada announced last week that it will remove many of the retaliatory tariffs imposed on U.S.
goods as a sign of goodwill aimed at resuming trade talks that had stalled. Canadian tariffs on goods compliant
with the USMCA will be lifted under the move, while tariffs imposed on U.S. autos, steel and aluminum will
remain in effect for now. In February, the U.S. originally imposed 25% tariffs on Canadian goods.

The Canadian government will now match the United States by removing all of Canada's tariffs on U.S. goods
specifically covered under USMCA. The main U.S. exports to Canada are vehicles, machinery and energy
products, along with about $30 billion in agricultural goods.
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