GLENN HEGAR TEXAS COMPTROLLER OF PUBLIC ACCOUNTS

P.O.Box 13528 +« Austin,TX 78711-3528

February 17, 2015

Becky McNamus

Assistant Superintendent of Finance
Barbers Hill Independent School District
PO Box 1108

Mont Belvieu, Texas 77580

Dear Assistant Superintendent McNamus:

On November 20, 2014, the Comptroller issued written notice that Lone Star NGL Asset
Holdings II, LLC (the applicant) submitted a completed application (Application #1034) for
a limitation on appraised value under the provisions of Tax Code Chapter 3131, This
application was originally submitted on October 27, 2014, to the Barbers Hill Independent
School District (the school district) by the applicant.

This presents the results of the Comptroller’s review of the application and determinations
required:

1) under Section 313.025(h) to determine if the property meets the requirements of
Section 313.024 for eligibility for a limitation on appraised value under Chapter 313,
Subchapter C; and

2) under Section 313.025(d), to issue a certificate for a limitation on appraised value of
the property and provide the certificate to the governing body of the school district
or provide the governing body a written explanation of the comptroller’s decision
not to issue a certificate, using the criteria set out in Section 313.026.

Determination required by 313.025(h)

Sec. 313.024(a) Applicant is subject to tax imposed by Chapter 171.
Sec. 313.024(b) Applicant is proposing to use the property for an eligible project.
Sec. 313.024(d) Applicant has committed to create the required number of new

qualifying jobs and pay all jobs created that are not qualifying jobs a
wage that exceeds the county average weekly wage for all jobs in the
county where the jobs are located.

Sec.313.024(d-2) Not applicable to Application #1034.

Based on the information provided by the applicant, the Comptroller has determined that
the property meets the requirements of Section 313.024 for eligibility for a limitation on
appraised value under Chapter 313, Subchapter C.

' All statutory references are to the Texas Tax Code, unless otherwise noted.
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Certificate decision required by 313.025(d)
Determination required by 313.026(c)(1)

The Comptroller has determined that the project proposed by the applicant is reasonably
likely to generate tax revenue in an amount sufficient to offset the school district
maintenance and operations ad valorem tax revenue lost as a result of the agreement before
the 25th anniversary of the beginning of the limitation period. See Attachment B.

Determination required by 313.026(c)(2)

The Comptroller has determined that the limitation on appraised value is a determining
factor in the applicant's decision to invest capital and construct the project in this state. See
Attachment C.

Based on these determinations, the Comptroller issues a certificate for a limitation on
appraised value. This certificate is contingent on the school district's receipt and acceptance
of the Texas Education Agency'’s determination per 313.025(b-1).

The Comptroller’s review of the application assumes the accuracy and completeness of the
statements in the application. If the application is approved by the school district, the
applicant shall perform according to the provisions of the Texas Economic Development Act
Agreement (Form 50-286) executed with the school district. The school district shall
comply with and enforce the stipulations, provisions, terms, and conditions of the
agreement, applicable Texas Administrative Code and Chapter 313, per TAC 9.1054(i)(3).

This certificate is no longer valid if the application is modified, the information presented in
the application changes, or the limitation agreement does not conform to the application.
Additionally, this certificate is contingent on the school district approving and executing the
agreement within a year from the date of this letter.

Note that any building or improvement existing as of the application review start date of
November 20, 2014, or any tangible personal property placed in service prior to that date

may not become “Qualified Property” as defined by 313.021(2) and the Texas
Administrative Code.

Should you have any questions, please contact Robert Wood, Associate Deputy Comptroller,
by email at robert.wood@cpa.texas.gov or by phone at 1-800-531-5441, ext. 3-3973, or
direct in Austin at 512-463-3973.

Sincerely,

Mike Rei
Deputy Comptroller

Enclosure

cc: Robert Wood
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Attachment A — Economic Impact Analysis
This following tables summarizes the Comptroller’s economic impact analysis of Lone Star NGL II, LLC (Frac IV)

(the project) applying to Barbers Hill Independent School District (the district), as required by Tax Code, 313.026
and Texas Administrative Code 9.1055(d)(2).

Table 1 is a summary of investment, employment and tax impact of Lone Star NGL II, LLC (Frac IV).

Applicant Lone Star NGL II, LLC (Frac IV)
Tax Code, 313.024 Eligibility Category Manufacturing
School District Barbers Hill ISD
2011-12 Enrollment in School District 4676
County Chambers County
Proposed Total Investment in District $300,000,000
Proposed Qualified Investment $300,000,000
Limitation Amount $30,000,000
Number of new qualifying jobs committed to by applicant 10
Number of new non-qualifying jobs estimated by applicant 0
Average weekly wage of qualifying jobs committed to by applicant $1,149.71
Minimum weekly wage required for each qualifying job by Tax
Code, 313.021(5)(B) $1,149.71
Minimum annual wage committed to by applicant for qualified jobs $59,785
Minimum weekly wage required for non-qualifying jobs
Minimum annual wage required for non-qualifying jobs
Investment per Qualifying Job $30,000,000
Estimated M&O levy without any limit (15 years) $31,483,060
Estimated M&O levy with Limitation (15 years) $9,890,860
Estimated gross M&O tax benefit (15 years) $21,592,200

* Applicant is requesting district to waive requirement to
create minimum number of qualifying jobs pursuant to Tax

Code, 313.025 (f-1).




Table 2 is the estimated statewide economic impact of Lone Star NGL II, LLC (Frac IV) (modeled).

Employment Personal Income
Year | Direct |Indirect + Induced | Total Direct Indirect + Induced Total
2015 189 198 | 387 $10,395,000 $13,605,000]  $24,000,000
2016 199 230 ] 429] $11,003,380 $17,996,620]  $29,000,000
2017 10 59 69 $608,380 $7,391,620 $8,000,000
2018 10 49 59 $608,380 $5,391,620 $6,000,000
2019 10 41 51 $608,380 $5,391,620 $6,000,000
2020 10 37 47 $608,380 $5,391,620 $6,000,000
2021 10 39 49 $608,380 $4,391,620 $5,000,000
2022 10 39 49 $608,380 $4,391,620 $5,000,000
2023 10 45 55 $608,380 $5,391,620 $6,000,000
2024 10 41 51 $608,380 $4,391,620 $5,000,000
2025 10 51 61 $608,380 $5,391,620 $6,000,000
2026 10 45 55 $608,380 $5,391,620 $6,000,000
2027 10 41 51 $608,380 $5,391,620 $6,000,000
2028 10 39 49 $608,380 $5,391,620 $6,000,000
2029 10 39 49 $608,380 $5,391,620 $6,000,000

Source: CPA, REMI, Lone Star NGL II, LLC (Frac IV)

Table 3 examines the estimated direct impact on ad valorem taxes to the region if all taxes are assessed.

Table 3 Estimated Direct Ad Valorem Taxes without property tax incentives
Barbers Hill
Estimated Barbers Hill | Barbers Hill | ISDM&O | Chambers
Taxable Value | Estimated Taxable ISDI&S Tax| ISDM&O |andI&S Tax | County Tax Fstimated Total
Year for I&S Value for M&O Levy Tax Levy Levies Levy Property Taxes
TaxRate' | 026980  1.0600 04782

2016 $17,500,000 $17,500,000 $47,215 $185,500 $232,715 $83,691 $316,406
2017 $285,000,000 $285,000,000 $768,930{  $3,021,000  $3,789,930]  $1,362,973 $5,152,903
2018 $273,600,000 $273,600,000 $738,173]  $2,900,160  $3,638333]  $1,308454 $4,946,786
2019 $262,200,000 $262,200,000 $707416]  $2,779320  $3486,736|  $1,253,935 $4,740,670
2020 $250,800,000 $250,800,000 $676,658]  $2,658480  $3,335,138]  $1,199.416 $4,534,554
2021 $239,400,000 $239,400,000 $645,901)  $2,537,640  $3,183,541f  $1,144,897 $4,328,438
2022 $228,000,000 $228,000,000 $615,144)  $2416800  $3,031,944]  $1,090,378 $4,122,322
2023 $216,600,000 $216,600,000 $§584,3871  $2,295960  $2,880,347|  $1,035,859 $3,916,206
2024 $205,200,000 $205,200,000 $553,630]  $2,175,120  $2,728,750 $981,340 $3,710,090
2025 $193,800,000 $193,800,000 $522,872f  $2,054,280  $2,577,152 $926,821 $3,503,974
2026 $182,400,000 $182,400,000 $492,115]  $1,933440  $2,425,555 $872,302 $3,297,858
2007 $171,000,000 $171,000,000 $461,358]  $1812,600  $2,273,958 $817,784 $3,091,742
2028 $159,600,000 $159,600,000 $430,601(  $1,691,760  $2,122,361 $763,265 $2,885,625
2029 $148,200,000 $148,200,000 $399,844|  $1,570920  $1,970,764 $708,746 $2,679,509
2030 $136,800,000 $136,800,000 $369,086(  $1450,080  $1,819,166 $654,227 $2,473,393

Total] $39,496,390] $14,204,087 $53,700,477

Source: CPA, Lone Star NGL II, LLC (Frac IV)
'Tax Rate per $100 Valuation




Table 4 examines the estimated direct impact on ad valorem taxes to the school district and Chambers County, with
all property tax incentives sought being granted using estimated market value from the application. The project has
applied for a value limitation under Chapter 313, Tax Code and tax abatement with the county.

The difference noted in the last line is the difference between the totals in Table 3 and Table 4.

Table 4 Fstimated Direct Ad Valorem Taxes with all property tax incentives sought
Barbers Hill
Fstimated Barbers Hill | Barbers Hill | ISDM&O | Chambers
Taxable Value | Estimated Taxable ISDI&S Tax| ISDM&O | andI&S Tax | County Tax Estimated Total
Year for I&S Value for M&O Levy Tax Levy Levies Levy Property Taxes
Tax Rate' 02698 1.0600 04782

2016 $17,500,000 $17,500,000 $47,215 $185,500 $232,715 $83,691 $316,406
2017 $285,000,000 $30,000,000 $768,930 $318,000]  $1,086930 $545,189 $1,632,119
2018 $273,600,000 $30,000,000 $738,173 $318,000[  $1,056,173 $523,381 $1,579,554
2019 $262,200,000 $30,000,000 $707,416 $318,000]  $1,025416 $501,574 $1,526,990
2020 $250,800,000 $30,000,000 $676,658 $318,000 $994,658 $479,766 $1,474,425
2021 $239,400,000 $30,000,000 $645,901 $318,000 $963,901 $457,959 $1,421,860
2022 $228,000,000 $30,000,000 $615,144 $318,000 $933,144 $436,151 $1,369,295
203 $216,600,000 $30,000,000 $584,387 $318,000 $902,387 $414,344 $1,316,730
204 $205,200,000 $30,000,000 $553,630 $318,000 $871,630 $392,536 $1,264,166
2025 $193,800,000 $30,000,000 $522,872 $318,000 $840,872 $370,729 $1,211,601
2026 $182,400,000 $30,000,000 $492,115 $318,000 $810,115 $348,921 $1,159,036
2027 $171,000,000 $171,000,000 $461,358{  $1,812,600(  $2,273,958 $817,784 $3,091,742
2028 $159,600,000 $159,600,000 $430,601]  $1,691,760|  $2,122,361 $763,265 $2,885,625
2029 $148,200,000 $148,200,000 $399,844|  $1,570920]  $1,970,764 $708,746 $2,679,509
2030 $136,800,000 $136,800,000 $369,086]  $1,450,080[  $1,819,166 $654,227 $2,473,393
Total] $17,904,190| $7,498,262 $25,402,452
Diff] $21,592,200{ $6,705,825 $28,298,025

Source: CPA, Lone Star NGL II, LLC (Frac IV)
'Tax Rate per $100 Valuation

Disclaimer: This examination is based on information from the application submitted to the school district and
forwarded to the comptroller. It is intended to meet the statutory requirement of Chapter 313 of the Tax Code and is
not intended for any other purpose.



Attachment B — Tax Revenue over 25 Years

This represents the Comptroller’s determination that Lone Star NGL Asset Holdings II, LLC (project) is reasonably
likely to generate, before the 25th anniversary of the beginning of the limitation period, tax revenue in an amount
sufficient to offset the school district maintenance and operations ad valorem tax revenue lost as a result of the
agreement. This evaluation is based on an analysis of the estimated M&O portion of the school district property tax
levy and direct, indirect and induced tax effects from project employment directly related to this project, using
estimated taxable values provided in the application.

Estimated ISD M&0O

Estimated ISD M&0O

Estimated ISD M&O
Tax Levy Loss as

Estimated ISD M&O
Tax Levy Loss as

levy loss as a result of the limitation agreement within a 25 year period?

Tax Year | Tax Levy Generated | Tax Levy Generated
. Result of Agreement | Result of Agreement
(Annual) (Cumulative) )
(Annual) (Cumulative)
Limitation 2014 50 20 20 20
Pre-Years 2015 >0 >0 20 20
2016 $185,500 $185,500 S0 S0
2017 $318,000 $503,500 $2,703,000 $2,703,000
2018 $318,000 $821,500 $2,582,160 $5,285,160
2019 $318,000 $1,139,500 $2,461,320 $7,746,480
2020 $318,000 $1,457,500 $2,340,480 $10,086,960
Limitation Period| 2021 $318,000 $1,775,500 $2,219,640 $12,306,600
(10 Years) 2022 $318,000 $2,093,500 $2,098,800 $14,405,400
2023 $318,000 $2,411,500 $1,977,960 $16,383,360
2024 $318,000 $2,729,500 51,857,120 $18,240,480
2025 $318,000 $3,047,500 $1,736,280 $19,976,760
2026 $318,000 $3,365,500 51,615,440 $21,592,200
2027 $1,812,600 $5,178,100 S0 $21,592,200
Maintain Viable 2028 $1,691,760 56,869,860 S0 $21,592,200
Presence 2029 $1,570,920 $8,440,780 S0 $21,592,200
(5 Years) 2030 $1,450,080 $9,890,860 S0 $21,592,200
2031 $1,329,240 $11,220,100 S0 $21,592,200
2032 $1,208,400 $12,428,500 S0 $21,592,200
2033 $1,087,560 $13,516,060 S0 $21,592,200
2034 $966,720 $14,482,780 S0 $21,592,200
Additional Years 2035 $845,880 $15,328,660 S0 $21,592,200
as Required by 2036 $845,880 $16,174,540 S0 $21,592,200
313.026{(c)(1) 2037 $845,880 $17,020,420 S0 $21,592,200
(10 Years) 2038 $845,880 $17,866,300 SO $21,592,200
2039 $845,880 $18,712,180 S0 $21,592,200
2040 $845,880 $19,558,060 S0 $21,592,200
2041 $845,880 520,403,940 S0 $21,592,200
$20,403,940 is less than $21,592,200
Analysis Summary
Is the project reasonably likely to generate school M & O tax revenue in an amount sufficient to offset the school M&O No

Source: CPA, Lone Star NGL Asset Holdings II, LLC




Employment Indirect and Induced Tax Effects

Employment Personal Income Revenue & Expenditure
Year | Direct |Indirect + Induced | Total Direct Indirect + Induced Total Revenue Expenditure Net Tax Effect
2015 189 198 | 387] $10,395,000 $13,605000]  $24,000,000 $1,319,885 -$633,240 $1,953,125
2016 199 2301 429] $11,003,380 $17,996,620|  $29,000,000 $1,586,914 -$450,134 $2,037,048
2017 10 59 69 $608,380 $7,391,620 $8,000,000 $465,393 $450,134 $15,259
2018 10 49 59 $608,380 $5,391,620 $6,000,000 $427,246 $473,022 -$45,776
2019 10 41 51 $608,380 $5,391,620 $6,000,000 $411,987 $450,134 -$38,147
2020 10 37 47 $608,380 $5,391,620 $6,000,000 $358,582 $411,987 -$53.405
2021 10 39 49 $608,380 $4,391,620 $5,000,000 $335,693 $366,211 -$30,518
2022 10 39 49 $608,380 $4,391,620 $5,000,000 $297,546 $335,693 -$38,147
2023 10 45 55 $608,380 $5,391,620 $6,000,000 $289,917 $282,288 $7,629
2024 10 41 31 $608,380 $4,391,620 $5,000,000 $305,176 $244.141 $61,035
2025 10 51 61 $608,380 $5,391,620 $6,000,000 $328,064 $205,994 $122,070
2026 10 45 55 $608,380 $5,391,620 $6,000,000 $335,693 $183,105 $152,588
2027 10 41 51 $608,380 $5,391,620 $6,000,000 $236,511 $137329 $99,182
2028 10 39 49 $608,380 $5,391,620 $6,000,000 $244,141 $99,182 $144,959
2029 10 39 49 $608,380 $5,391,620 $6,000,000 $213,623 $83,923 $129,700
2030 10 37 47 $608,380 $5,391,620 $6,000,000 $198,364 $61,035 $137,329
2031 10 33 43 $608,380 $5,391,620 $6,000,000 $167,847 $22,888 $144,959
2032 10 39 49 $608,380 $4,391,620 $5,000,000 $175476 $0 $175476
2033 10 35 45 $608,380 $5,391,620 $6,000,000 $152,588 -$38,147 $190,735
2034 10 37 47 $608,380 $6,391,620 $7,000,000 $175476 -$53,406 $228,882
2035 10 35 45 $608,380 $5,391,620 $6,000,000 $129,700 -$91,553 $221,253
2036 10 37 47 $608,380 $6,391,620 $7,000,000 $106,812 -$129,700 $236,512
2037 10 39 49 $608,380 $5,391,620 $6,000,000 $99,182 -$144,958 $244,140
2038 10 37 47 $608,380 $6,391,620 $7,000,000 $152,588 -$137,329 $289,917
2039 10 41 51 $608,380 $7,391,620 $8,000,000 $137,329 -$213,623 $350,952
2040 10 45 55 $608,380 $7,391,620 $8,000,000 $137,329 -$221252 $358,581
2041 10 41 51 $608,380 $7,391,620 $8,000,000 $137,329 -$236,511 $373,840
Total $8,926,391  $1,457,213  $7,469,178
$27,873,118 is greater than ~ $21,592,200
Analysis Summary
Is the project reasonably likely to generate total tax revenue in an amount sufficient to offset the school district M&O levy loss
as a result of the limitation agreement? Yes

Disclaimer: This examination is based on information from the application submitted to the school district and forwarded to
the comptroller. It is intended to meet the statutory requirement of Chapter 313 of the Tax Code and is not intended for any

other purpose.



Attachment C — Limitation as a Determining Factor

Tax Code 313.026 states that the Comptroller may not issue a certificate for a limitation on appraised
value under this chapter for property described in an application unless the comptroller determines that
“the limitation on appraised value is a determining factor in the applicant's decision to invest capital and
construct the project in this state.” This represents the basis for the Comptroller’s determination.

Methodology
Texas Administrative Code 9.1055(d) states the Comptroller shall review any information available to the
Comptroller including:
e the application, including the responses to the questions in Section 8 (Limitation as a Determining
Factor);
e public documents or statements by the applicant concerning business operations or site location
issues or in which the applicant is a subject;
e statements by officials of the applicant, public documents or statements by governmental or
industry officials concerning business operations or site location issues;
e existing investment and operations at or near the site or in the state that may impact the proposed
project;
e announced real estate transactions, utility records, permit requests, industry publications or other
sources that may provide information helpful in making the determination; and
o market information, raw materials or other production inputs, availability, existing facility
locations, committed incentives, infrastructure issues, utility issues, location of buyers, nature of
market, supply chains, other known sites under consideration.

Determination
The Comptroller is has determined that the limitation on appraised value is a determining factor in the
Lone Star NGL (Frac IV) decision to invest capital and construct the project in this state. This is based on
information available, including information provided by the applicant. Specifically, the comptroller notes
the following:
e Per the applicant, they are considering the Gulf Coast of Louisiana where they currently have
significant infrastructure and pipeline availability to transport NGL’s reaching from there through
Texas and on into New Mexico, Arizona, and California. Also at this time, they are in the process
of building a $10,000,000,000 (ten billion) Liquid Natural Gas export facility in Louisiana, where
the state provides a 10 year mfg. property tax exemption that would significantly impact
economics, especially in times such as these.
e Per the company, this project will operate independently and is not dependent upon or offer
enhancement to the operation of Fractionation Plants I, IT and III
e Per the applicant’s website regarding the merger of ETP and Regency published January 30, 2015,
Lone Star is among the best positioned NGL businesses in Mont Belvieu. Enhanced “baseline
business” positions Lone Star for further growth such as Fractionator IV.
¢ Per the applicant’s Analyst Day Presentation published November 18, 2014, the current Mont
Belvieu footprint has the ability to build a total of six fractionators.

Supporting Information
a) Section 8 of the Application for a Limitation on Appraised Value
b) Attachments provided in Tab 5 of the Application for a Limitation on Appraised Value
¢) Additional information provided by the Applicant or located by the Comptroller



Disclaimer: This examination is based on information from the application submitted to the school district and forwarded to
the comptroller. It is intended to meet the statutory requirement of Chapter 313 of the Tax Code and is not intended for any
other purpose.



Attachment C — Limitation as a Determining Factor

Supporting Information

Section 8 of the Application for
a Limitation on Appraised Value



1. Are you an entity subject to the tax under Tax Code, Chapter 1712 ... ............oooouuoonee e @ Yes D No
2. The property will be used for one of the following activities:

(1) ManufaCIUMNG . ... ..o _/ Yes D No
(2) researchand development ........... ... ... D Yes / No
(3) a clean coal project, as defined by Section 5.001, Water COde ..................ooviunerneins D Yes No
(4) an advanced clean energy project, as defined by Section 382.003, Health and SafetyCode ...................... D Yes / No
(5) renewable energy electric GeNeration ....................iiiiiiiiin D Yes No
(6) electric power generation using integrated gasification combined cycletechnology . .................couuiii.. D Yes / No
(7) nuclear electric POWEr GENETAtION . .. .. .........u'uurnit et tet e e e D Yes / No
(8) a computer center that is used as an integral part or as a necessary auxiliary part for the activity conducted by
applicant in one or more activities described by Subdivisions (1) through (7) ............... ... .. .. ... ... ... ... D Yes No
(9) aTexas Priority Project, as defined by 313.024(e){7) and TAC 9.1051 .. .. ... .ot uururr e D Yes ‘/ No
3. Are you requesting that any of the land be classified as qualified investment? ...................orro D Yes No
4. Will any of the proposed qualified investment be leased under a capitalized 168567 ... ... .....covrreer e, D Yes No
5. Will any of the proposed qualified investment be leased under an operating 18ase? .. .............coo'uuineninnnnn. D Yes No
6. Are you including property that is owned by a person other than the applicant? ... ........oovienr o, D Yes No
7. Will any property be pooled or proposed to be pooled with property owned by the applicant in determining the amount of

your qualified INVeSIMENt? . . ... ... . D Yes No

SECTION 7: Project Description

1. InTab 4, attach a detailed description of the scope of the proposed project, including, at a minimum, the type and planned use of real and tangible per-
sonal property, the nature of the business, a timeline for property construction or installation, and any other relevant information.

I

Check the project characteristics that apply to the proposed project:
'7' Land has no existing improvements D Land has existing improvements (complete Section 13)

3 Expansion of existing operation on the land (complete Section 13) D Relocation within Texas

SECTION 8: Limitation as Determining Factor

1. Does the applicant currently own the land on which the proposed project will 0CCUI? . . ... ...t ir e e Yes D No
2. Has the applicant entered into any agreements, contracts or letters of intent related to the proposed project? .............. D Yes [{] No
3. Does the applicant have current business activities at the location where the proposed project willoccur? ................. D Yes @ No
4. Has the applicant made public statements in SEC filings or other documents regarding its intentions regarding the

proposed Project I0CAIONT . ... . it e e e e D Yes / No
5. Has the applicant received any local or state permits for activities on the proposed projectsite? ......................... D Yes 'Z} No
6. Has the applicant received commitments for state or local incentives for activities at the proposed projectsite? ............. D Yes L/ No
7. Is the applicant evaluating other locations not in Texas for the proposed project? . .......oouvvvrreen e 7 Yes D No
8. Has the applicant provided capital investment or return on investment information for the proposed project in comparison

with other alternative investment opportunities? . .. .. ... ... ... . . . Yes {_ No
9. Has the applicant provided information related to the applicant's inputs, transportation and markets for the proposed project? . .. . Yes @ No

10. Are you submitting information to assist in the determination as to whether the limitation on appraised value is a determining
factor in the applicant’s decision to invest capital and construct the project N TeXas? . . ..o ovvernr s / Yes D No

Chapter 313.026(e) states “the applicant may submit information to the Comptrolier that would provide a basis for an affirmative determination
under Subsection (¢)(2).” if you answered “yes” to any of the questions in Section 8, attach supporting information in Tab 5.

For more information, visit our website: www.TexasAhead.org/tax_programs/chapter313/.
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Attachment C - Limitation as a Determining Factor

Supporting Information

Attachments provided in Tab 5
of the Application for a
Limitation on Appraised Value



TAB 05

Limitation as Determining Factor



Limitation is a Determining as a Factor:

Energy Transfer is a leading midstream energy company whose primary activities include
gathering, treating, processing and transporting natural gas and natural gas liquids to a variety
of markets and states. Energy Transfer currently operates over 17,500 miles of pipeline, 3 gas
processing plants, 17 gas treating facilities and 10 gas conditioning plants. Locations for these
operations included Arizona, New Mexico, Utah, Colorado, Kansas, Oklahoma, Texas, Arkansas
and Louisiana.

Energy Transfer’s pipeline footprint provides substantial flexibility in where future facilities or
investments may be located. Capital investments are allocated to projects and locations based
on expected economic return and property tax liabilities can make up a substantial ongoing
cost of operation. See economic model showing business value with and without 313 Limitation
Agreement and 312 Abatements.



Exhibit - A

Frac IV Page 1
Asof: 17172015
LR KE AND s
Year 1 Ending.  12/3172015 Property Tax: 2.35% i VALUATION .4>x.—=ﬂnm.:uz=
Cosl: $ 300,000,000

Chambers Counly

2015 | 06 | w7z ] s | 2019 2020 2021 202 | 208 | 024 ] 205 | 2026 | Terminal Year ]

Revenue H - $ - $ 45136957 § 75839700 § 75,839,700 § 75839700 § 76047480 $ 75839700 $ 75839700 § 75839700 $ 75,839,700 S 75839,700 $§ 75,839,700
% Growth 6802% 0.00% 0.00% 0.27% 0.27% 0.00% 0.00% 0.00% 0.00% 0.00%
Operating Expenses $ - $ - $ 2677946 $ 3272960 § 3,339,022 § 3406418 $ 3475175 § 3545319 § 3616879 $ 3689883 S5 3764419 § 3840460 $ 3,689,883
G&A Expenses 3 - 3 - $ 803,384 $ 981888 § 1,000,707 $ 1,021,925 § 1,042552 $ 106359 $ 1085064 $ 1,10695 $ 1,129326 $ 1,152,138 $ 1,152,138
Property Tax $ 2115000 $ 7050000 $ 6838500 % 6556500 $ 6345000 $ 6063000 $ 5781000 § 5499000 $ §5217,000 $ 4,935,000
EBITDA H - S (2,115000) $ 34,605,628 S 64,746352 § 64,942471 § 65066356 $ 65466753 $ 65449786 S 65638758 S§ 65825852 S 70,945956 § 70,847,101 § 66,062,678
Margin % 76.67% 85.37% 85.63% 85.79% 86.09% 86.30% 86.55% 86.80% 91.55% 92.42% 87.11%
Growth Capex $ 78947368 $ 196875000 % 35349816 $ - $ - $ - $ - $ - $ - $ - $ -
Free Cash Flow $ (78,947,368) § (198,990,000) § (744,188) § 64,746,352 § 64,942471 § 6506635 $ 65466753 $ 65449786 $§ 65638,758 $ 65625852 § 70,945,956 § 70,847,101 $ 66,062,678
Cumulative Free Cash Flow $ (78,947,368) $ (277,937,368) $ (278,681,557) $ (213,935204) § (148,992,733) $ (83,926,377) $ (18459,624) $ 46,990,162 $ 112,628919 5 178,454,771 $ 249,400,727 $ 320,247,828 $ 386,310,507
Partiat Period Adjustment 1 1 1 1 1 1 1 1 1 1 1 1
Mid Year Convention 0.50 1.50 250 3.50 4.50 5.50 6.50 7.50 8.50 9.50 1050 11.50
Present Value Factor ¢ 9.00% 0.96 0.88 0.81 0.74 0.68 0.62 0.57 0.52 0.48 044 0.40 037

Present Value of Free Cash Flow $ (75,617,865) $ (174,860,415) § (599,952) § 47,887,544 § 44,066,663 $ 40505197 § 37389406 § 34,293,317 § 31552598 § 29,029,848 S 28,704,462 § 26,297,675

Sum of Present Value of Free Cash Flows $ 13,646,280 Terminal Cash Flow $ 66,062,678

Present Value of Terminal Value $ 306,521,869 Discount Rate 9.00%

Operating Business Enterprise Value $ 320,168,149 Long Term Growth Rate 1.00%

Working Capital Excess/(Deficit) S - Capitalization Rate 8.00%

Total Business Enterprise Value $ 320,168,149

Terminal Value $825,783,481
IRR 12.28% Present Value Factor 0.37
[Total Business Enterprise Value w/o Limitati § 320,166,149 | PV of Terminal Value $306,521,869




Exhibit - A

FracIV Page 1
Asol: 112015
Year 1 Ending:  12/31/2015 Property Tax: 0.00% KEANDREWS

VALUATION*TAX B OLUTIONS

Cosl: $ 300,000,000

Chambers County
205 [ 2006 [ 207 [ 208 | 2009 [ 3020 | om0 | 2022 | 2023 | 224 | 2025 |  20% | Terminal Year |
Revenue - - $ - § 45136957 $ 75839700 S 75839,700 $ 75839700 § 76,047,280 $ 75839700 $ 75839700 $ 75839700 S 75839700 § 75,839,700 $ 75,839,700
% Growth 68.02% 0.00% 0.00% 0.27% -027% 0.00% 000% 0.00% 0.00% 0.00%
Operating Expenses $ - S - $ 2677946 $ 3272960 $ 3339022 $ 3406418 § 3475175 $ 3545319 $ 3616879 § 3689883 $ 3764419 § 3,689,883 $ 3,689,883
G&A Expenses ] . S - $ 803,384 $ 981,888 § 1,000,707 $ 1,021,925 $ 1042552 $ 1,06359% S 1085064 $ 1,106965 $ 1,129,326 § 1,152,138 § 1,152,138
Properly Tax $ - § S | - § - 5 - $ - $ - 8 - § - % -3 N -
EBITDA - - $ - § 41,655628 $ 71584852 § 71498971 § 71,411,356 § 71,529,753 § 71,230,786 $ 71,137,758 $ 71,042,852 § 70,945,956 § 70,997,678 § 70,997,678
Margin % 92.29% H.39% 94.28% 94.16% H.06% 91.92% 93.80% 93.68% 93.55% 591.62% 93.62%
Growlth Capex $ 92,105263 $ 221,052,632 $ 36842,105 § - H - $ - $ - S - $ - $ - $ - $ - H -
Free Cash Flow § (92,105,263} § (221,052,632) $ 4,813,522 § 71584852 § 71498971 § 71,411,356 § 71529753 § 71230786 $ 71,137,758 § 71,042,852 § 70,945,956 $ 70,997,678 § 70,997,678
Cumulative Free Cash Flow $ (92,105,263) $ (313,157,895) $ (308,344,372} § (236,759,520) $ (165,260,549) S (93,849,193) $ (22,319,440) § 48911,346 $ 120,049,104 § 191,091,955 $ 262,037,911 § 333,035,590 $ 404,033,268
Partial Period Adjustment ! 1 1 1 1 1 1 1 1 1 1 1
Mid Year Convention 0.50 1.50 2.50 3.50 4.50 5.50 6.50 7.50 8.50 9.50 10.50 11.50
Present Value Factor & 9.00% 0.96 0.88 0.81 0.74 0.68 0.62 0.57 0.52 0.48 0.44 0.40 0.37
Present Value of Free Cash Flow $ (88,220,842) § (194,247,726) § 3,880,581 $ 52945419 § 48515504 § 44,455,095 S 40,852,110 $§ 37322352 § 34,195971 $§ 3133059 § 28,704,462 $ 26,353,568
Sum of Present Value of Free Cash Flows $ 66,087,000 Terminal Cash Flow $ 70,997,678
Present Value of Terminal Value $ 329,419,599 Discount Rate 9.00%
Operating Business Enterprise Value S 395,506,690 Long Term Growth Rate 1.00%
Working Capital Excess/(Deficit) $ - Capitalization Rate 8.00%
Total Business Enterprise Value $ 395,506,690
Terminal Value $887,470,981
IRR 14.27% Present Value Factor 037
[Total Business Enterprise Value w/Limitali $ 395,506,690 | PV of Terminal Value $329,419,599




Attachment C - Limitation as a Determining Factor

Supporting Information

Additional information
provided by the Applicant or
located by the Comptroller
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Lone Star begins construction on third Mont Belvieu frac unit - O1l & Gas Journal

This site is best viewed with Internet Explorer 10, Firefox or Google Chrome. Please consider upgrading x

Login or Register using [ 1 f 3* .

UNCONVENTIONAL OIL & GAS  MAGAZINE  PAST ISSUES SHkels el | ET AR

General Interest Exploration & Development Drilling & Production F ing & Processing Pipelines & Transportation OGJ Resources

Home » Processing News » | ns construction on third Mont Belvieu frac unit

1 Oil & Gas Journal

Look Inside >
Digital Magazine 'ee

Failed sale leads to closure of n ' | Petrokemya lets contraet for Al Jubail complex

Lone Star ns construction on third
Mont Belv rac unit

0
HOUSTON, Nov. 6

11/06/2014 in)
By OGJ editors 0

Cc t1

both of Dallas, has begun con hird 100,000-b/d NGL fractionation unit at Mont Belvieu, Tex. Find us on Facebook

5
The fractionator is fully subscri 2 long-term contracts and is necessary, Lone Star said, to handle the Oil & Gas Journal Online
increasing NGLs delivered via bl ne Star’s raw-make pipelines that gather NGLs from Permian, Eagle Ford, e

and North Texas production You like this.31,661

Estimated by the companies to cost $420-430 million, the fractionator is to be in operation by December 2015.

News Feed
In addition, Lone Star said it continues to evaluate additional fractionation expansions at Mont Belvieu and in other ! . "
e 0il & Gas Journal Online

The fractionator will combine with two other, 100,000-b/d units. Lone Star placed in service Lone Star Frac ||
fractionator in November 2013 (OGJ Online, Nov 4, 2013), with the Frac | unit previously completed in 2012 (OGJ,
May 7, 2012, p. 88, June 6, 2011, p. 88)

National Forest in Virginia, W.Va. to
allow some fracing after all

Both fractionators receive NGLs from production from the Permian basin, Eagle Ford shale, and other producing WWW.Ogj.COITl
regions via several sources, inciuding Lone Star's West Texas NGL pipelines and ETP's Justice NGL pipeline (0GJ,
June 2, 2014, p. 86)

Ii Facebook Twitter " } j LinkedIn . | Share
1« Oil & Gas Journal Online
J

EhREERSAT TOTAL

More than 600 job
openings are now
online, watch videos
and learn more!

Failed sale leads to closure of Welsh refinery | Petrokemya lets contract for Al Jubail complex

RELATED ARTICLES
Click Here to Watch

Westlake Chemical lets EP contract for ethylene plant expansion

11/18/2014 Westlake Chemical Corp., Houston, has let a contract to Technip for work related to the expansion of .

ethylene capacity at its Sulphur, La_, plantn...

Fire hits Shell-Motiva Norco manufacturing complex OTHER OIL & GAS INDUSTRY JOBS
11/17/2014 Damage assessment remains under way at the Shell Chemical LP-Motiva Enterprises LLC integrated

refining and petrochemical complex at Norco, La., fo..

Legislative vote delays St. Croix refinery sale Construction Manager (Constr.M)

http://www.og).com/articles/2014/11/lone-star-begins-construction-on-third-mont-belvieu-frac-unit html1[11/19/2014 11 38:33 AM]
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